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We have completed a financial statement audit of Western Carolina University for the year 
ended June 30, 2011, and our audit results are included in this report.  You will note from the 
independent auditor’s report that we determined that the financial statements are presented 
fairly in all material respects. 
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noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

North Carolina General Statutes require the State Auditor to make audit reports available to 
the public.  Copies of audit reports issued by the Office of the State Auditor may be obtained 
through one of the options listed in the back of this report. 
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INDEPENDENT AUDITOR’S REPORT 

Board of Trustees 
Western Carolina University 
Cullowhee, North Carolina 

We have audited the accompanying financial statements of Western Carolina University, a 
constituent institution of the multi-campus University of North Carolina System, which is a 
component unit of the State of North Carolina, and its discretely presented component unit, as 
of and for the year ended June 30, 2011, which collectively comprise the University’s basic 
financial statements as listed in the table of contents.  These financial statements are the 
responsibility of the University’s management.  Our responsibility is to express opinions on 
these financial statements based on our audit.  We did not audit the financial statements of 
Western Carolina University Foundation, which represents 5 percent, 7 percent, and  
2 percent, respectively, of the assets, net assets, and revenues of the University; nor the 
financial statements of Western Carolina University Research and Development Corporation, 
the University’s discretely presented component unit.  Those financial statements were 
audited by other auditors whose reports thereon have been furnished to us, and our opinions, 
insofar as they relate to the amounts included for those entities, are based on the reports of the 
other auditors. 

We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States.  
Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  The financial 
statements of Western Carolina University Research and Development Corporation were not 
audited in accordance with Government Auditing Standards.  An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements.  An 
audit also includes assessing the accounting principles used and the significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We 
believe that our audit and the reports of other auditors provide a reasonable basis for our 
opinions. 

In our opinion, based on our report and the reports of other auditors, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of 
Western Carolina University and its discretely presented component unit as of June 30, 2011, 
and the respective changes in financial position and cash flows, where applicable, thereof for 
the year then ended in conformity with accounting principles generally accepted in the United 
States of America. 



 

INDEPENDENT AUDITOR’S REPORT (CONCLUDED) 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 12, 2011 on our consideration of the University’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements, and other matters.  The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results 
of that testing, and not to provide an opinion on the internal control over financial reporting or 
on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our 
audit. 

The Management’s Discussion and Analysis, as listed in the table of contents, is not a 
required part of the basic financial statements but is supplementary information required by 
accounting principles generally accepted in the United States of America.  We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding 
the methods of measurement and presentation of the required supplementary information.  
However, we did not audit the information and express no opinion on it. 

 
Beth A. Wood, CPA 
State Auditor 

December 12, 2011 
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WESTERN CAROLINA UNIVERSITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

Introduction 

The University’s financial report includes three financial statements and the Notes to the 
Financial Statements.  The Statement of Net Assets presents the assets, liabilities, and net 
assets of the institution as of the end of the fiscal year; the Statement of Revenues, Expenses, 
and Changes in Net Assets reflects revenues and expenses recognized during the fiscal year; 
and the Statement of Cash Flows provides information on all of the institution’s cash inflows 
and outflows during the fiscal year by major category.  These financial statements were 
prepared in accordance with Governmental Accounting Standards Board (GASB) 
pronouncements, which establish standards for external financial reporting for public colleges 
and universities.  GASB standards require that financial statements be presented on a 
consolidated basis in order to focus on the University as a whole. 

Also included in the University’s financial report are the Statement of Financial Position and 
Statement of Activities for the Western Carolina University Research and Development 
Corporation, a discretely presented component unit.  The following discussion and analysis 
provides an overview of the financial position and activities only for Western Carolina 
University (the “University”) for the years ended June 30, 2011 and 2010 and not its 
component unit.  This discussion has been prepared by management and should be read in 
conjunction with the financial statements and the notes thereto, which follow this section. 

Statement of Net Assets 

The Statement of Net Assets presents the financial position of the University at the end of the 
fiscal year and includes all assets and liabilities of the University classified as either current or 
noncurrent.  This statement is a point in time financial statement and provides a fiscal 
snapshot of the University at June 30, 2011.  The difference between total assets and total 
liabilities - net assets - is one measure of the current financial condition of the University.  
The change in net assets is an indicator of whether the overall financial condition has 
improved or worsened during the year. 

Data presented in the Statement of Net Assets helps readers determine the assets available to 
continue the operations of the University and how much the University owes vendors, 
investors, and lending institutions.  In addition, the Net Assets section of the statement reflects 
the residual value of the University’s assets after liabilities are deducted and their availability 
for expenditure. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS ( CONTINUED) 

�¾ Grants and contracts revenues increased $.3 million due to the addition of some new 
grants. 

�¾ Sales and services revenues increased $3.1 million due to increases in fee rates for 
housing, dining, and other auxiliary services. 

Nonoperating revenues increased by $2.8 million, based on the following: 

�¾ State appropriations decreased by $4.3 million.  In response to serious economic and 
financial adversity experienced by the State, the North Carolina Office of State Budget 
and Management required a reversion of 3.5% of the University’s budget.  
Additionally, the allotment for month 12 of the fiscal year was changed to be the 
average monthly expenditure for the previous 11 months, rather than the remaining 
unexpended budget. 

�¾ The University received federal recovery funds due to the State’s decision to utilize a 
portion of the federal funds available through the State Fiscal Stabilization Fund, a 
nonrecurring appropriation under the American Recovery and Reinvestment Act 
(ARRA) to partially offset faculty salary and benefits in the 2010-2011 fiscal year.  
The University received $5.4 million of these federal recovery funds in fiscal  
year 2011 as well as in fiscal year 2010. 

�¾ Noncapital grants for student financial aid increased by $3.9 million primarily due to 
increases in Pell grant and North Carolina need based grant revenue. 

�¾ Investment income increased by $3.8 million after an increase of $8.2 million in the 
prior fiscal year.  The total investment income was composed in part of realized gains 
of $.8 million, and unrealized gains of $5.7 million.  These increases are a reflection of 
favorable market fluctuations during the fiscal year 2011.  Short-Term Investment 
Fund interest income was down $.3 million from the prior year. 

�¾ Interest and fees on debt increased by $1.2 million.  Interest payments decreased on 
bonds slightly and increased on capital leases by $1.3 million.  This increase is mainly 
attributable to the capital lease addition of Blue Ridge Residence Hall. 

Among the University’s greatest strengths are the diverse revenue streams that supplement 
student tuition and fees.  These include gifts from individuals, foundations, and corporations 
along with state appropriations, investment income, and federal, state, and private grants and 
contracts.  The University has sought and will continue to seek funding from available sources 
that are consistent with its mission and will continue prudently to manage the financial 
resources realized from these efforts in order to supplement tuition revenues and fund its 
operating activities. 

Operating Expenses 

Operating expenses increased $9.1 million based on the following: 

�¾ Salaries and benefits for the faculty and staff of the University increased by  
$2.7 million.  The University’s health insurance premium per eligible employee 
increased 8.9%.  The University’s retirement contribution to the TSERS (Teachers and 
State Employees Retirement System) increased by 1.76% and the contribution to the 
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MANAGEMENT’S DISCUSSION AND ANALYSIS ( CONCLUDED) 

direct relationship between the growth of the University’s enrollment and facilities and the 
demand for state appropriations to operate the University.  Declines in state appropriations 
generally exert pressure on institutions to increase tuition and fees.  As an institution targeted 
for growth in the years ahead, the University will be greatly affected by the availability and 
levels of state operating funds and capital resources to support that growth. 

While the national recession ended in the summer of 2009, there are few signs of an economic 
recovery.  The recovery phase continues to be slow and prolonged due to the problems that 
occurred in the housing and financial markets and the length of the recession. Unemployment 
continues to be above 9%. 

As a result of these continued economic struggles, the State has already imposed budget 
reductions for fiscal year 2011-2012.  The University’s share of these cuts is 16.4%, with an 
offset for enrollment growth monies, for a net budget reduction of 13.3%.  Over the last three 
fiscal years, the University has had a combined budget reduction of approximately  
$30 million. 

Management believes that the University has taken strong measures to ensure fiscal survival 
during weak economic times.  These measures have involved spending cuts as well as a 
reduction in work force.  These measures have been balanced against the need to provide a 
quality education and services to the students it serves. 
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Western Carolina University  
Statement of Net Assets Exhibit A-1
June 30, 2011 Page 2 of 2

NET ASSETS
Invested in Capital Assets, Net of Related Debt 243,024,872.29
Restricted for:

Nonexpendable:
Scholarships and Fellowships 14,934,606.96
Endowed Professorships 16,658,568.71
Departmental Uses 410,829.51
Loans 840,131.08

Expendable:
Scholarships and Fellowships 12,236,722.26
Research 944,003.64
Endowed Professorships 4,116,825.21
Departmental Uses 1,922,125.13
Loans 635,888.26
Debt Service 893,316.54
Other 470,814.65

Unrestricted 44,995,628.94
                              

Total Net Assets $ 342,084,333.18

 
The accompanying notes to the financial statements are an integral part of this statement.
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Western Carolina University  

Statement of Revenues, Expenses, and 
Changes in Net Assets

For the Fiscal Year Ended June 30, 2011 Exhibit A-2

REVENUES
Operating Revenues:

Student Tuition and Fees, Net (Note 9) $ 38,017,716.55
Federal Grants and Contracts 4,116,073.86
State and Local Grants and Contracts 337,184.40
Nongovernmental Grants and Contracts 859,508.28
Sales and Services, Net (Note 9) 29,944,041.42
Interest Earnings on Loans 13,201.59
Other Operating Revenues 1,406,591.48

Total Operating Revenues 74,694,317.58

EXPENSES
Operating Expenses:

Salaries and Benefits 105,400,680.37
Supplies and Materials 16,482,141.23
Services 28,785,637.50
Scholarships and Fellowships 11,191,329.90
Utilities 4,787,238.63
Depreciation 6,137,475.00

Total Operating Expenses 172,784,502.63

Operating Loss (98,090,185.05)

State Appropriations 72,476,474.35
State Aid - Federal Recovery Funds 5,495,885.00
Noncapital Grants - Student Financial Aid 23,947,251.11
Other Noncapital Grants 21,878.81
Noncapital Gifts, Net (Note 9) 2,430,558.97
Investment Income (Net of Investment Expense of $176,929.20) 7,495,802.09
Interest and Fees on Debt (5,350,681.32)
Other Nonoperating Expenses (450,194.27)

Net Nonoperating Revenues 106,066,974.74

Income Before Other Revenues 7,976,789.69

Capital Grants 19,695,715.06
Capital Gifts 301,130.00
Additions to Endowments 2,520,805.03

Increase in Net Assets 30,494,439.78

NET ASSETS
Net Assets - July 1, 2010, 311,589,893.40

Net Assets - June 30, 2011 $ 342,084,333.18

 
The accompanying notes to the financial statements are an integral part of this statement.

NONOPERATING REVENUES (EXPENSES)
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Western Carolina University Research  

and Development Corporation
Statement of Activities
For the Fiscal Year Ended June 30, 2011 Exhibit B-2

REVENUES
Management Fee $ 431,805
Interest Income 8,699
Interest Earned from Investments in Capital Leases 3,549,879

Total Revenues 3,990,383

EXPENSES
Amortization of Certificate Issuance Costs 96,728
Insurance 197,024
Interest 2,680,629
Professional Fees 14,460
Other Operating 161,831

Total Expenses 3,150,672

CHANGE IN NET ASSETS 839,711

Net Assets, Beginning of Year 1,266,797

Net Assets, End of Year $ 2,106,508

The accompanying notes to the financial statements are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

In accordance with GASB Statement No. 20, Accounting and Financial 
Reporting for Proprietary Funds and Other Governmental Entities That 
Use Proprietary Fund Accounting, the University does not apply 
Financial Accounting Standards Board (FASB) pronouncements issued 
after November 30, 1989, unless the GASB amends its pronouncements 
to specifically adopt FASB pronouncements issued after that date. 

C. Basis of Accounting - The financial statements of the University have 
been prepared using the economic resource measurement focus and the 
accrual basis of accounting.  Under the accrual basis, revenues are 
recognized when earned, and expenses are recorded when an obligation 
has been incurred, regardless of the timing of the cash flows. 

Nonexchange transactions, in which the University receives (or gives) 
value without directly giving (or receiving) equal value in exchange 
includes State appropriations, certain grants, and donations.  Revenues are 
recognized, net of estimated uncollectible amounts, as soon as all 
eligibility requirements imposed by the provider have been met, if 
probable of collection. 

D. Cash and Cash Equivalents - This classification includes undeposited 
receipts, petty cash, cash on deposit with private bank accounts, and 
deposits held by the State Treasurer in the Short-Term Investment Fund.  
The Short-Term Investment Fund maintained by the State Treasurer has 
the general characteristics of a demand deposit account in that participants 
may deposit and withdraw cash at any time without prior notice or 
penalty. 

E. Investments - Investments generally are reported at fair value, as 
determined by quoted market prices or estimated amounts determined by 
management if quoted market prices are not available.  Because of the 
inherent uncertainty in the use of estimates, values that are based on 
estimates may differ from the values that would have been used had a 
ready market existed for the investments.  The net increase (decrease) in 
the fair value of investments is recognized as a component of investment 
income. 

Real estate not held by a governmental external investment pool, and 
investments in limited partnerships are reported at cost, if purchased, or at 
fair value or appraised value at date of gift, if donated. 

Endowment investments include the principal amount of gifts and 
bequests that, according to donor restrictions, must be held in perpetuity 
or for a specified period of time, along with any accumulated investment 
earnings on such amounts.  Further, endowment investments also include 
amounts internally designated by the University for investment in an 
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

endowment capacity (i.e. quasi-endowments), along with accumulated 
investment earnings on such amounts. 

F. Receivables - Receivables consist of tuition and fees charged to students 
and charges for auxiliary enterprises’ sales and services.  Receivables also 
include amounts due from the federal government, State and local 
governments, private sources in connection with reimbursement of 
allowable expenditures made pursuant to contracts and grants, and 
pledges that are verifiable, measurable, and expected to be collected and 
available for expenditures for which the resource provider’s conditions 
have been satisfied.  Receivables are recorded net of estimated 
uncollectible amounts. 

G. Inventories - Inventories, consisting of expendable supplies and 
merchandise for resale, are valued at cost using the last invoice cost 
method. 

H. Capital Assets - Capital assets are stated at cost at date of acquisition or 
fair value at date of donation in the case of gifts.  The value of assets 
constructed includes all material direct and indirect construction costs.  
Interest costs incurred are capitalized during the period of construction. 

The University capitalizes assets that have a value or cost of $5,000 or 
greater at the date of acquisition and an estimated useful life of more than 
one year.  Library books are generally not considered to have a useful life 
of more than one year unless part of a collection and are expensed in the 
year of acquisition. 

Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets, generally 10 to 50 years for general 
infrastructure, 27 to 100 years for buildings, and 3 to 30 years for 
equipment. 

Art collections are capitalized at cost or fair value at the date of donation.  
These collections are considered inexhaustible and are therefore not 
depreciated. 

I. Restricted Assets - Certain resources are reported as restricted assets 
because restrictions on asset use change the nature or normal 
understanding of the availability of the asset.  Resources that are not 
available for current operations and are reported as restricted include 
resources restricted for the acquisition or construction of capital assets 
and resources legally segregated for the payment of principal and interest 
as required by debt covenants. 

J. Noncurrent Long-Term Liabilities - Noncurrent long-term liabilities 
include principal amounts of bonds payable, notes payable, capital lease 
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

before the date funds are expected to be required for expenditure or 
withdrawal. 

G.S. 116-36(e) provides that the trustees of the Endowment Fund shall be 
responsible for the prudent investment of the Fund in the exercise of their 
sound discretion, without regard to any statute or rule of law relating to 
the investment of funds by fiduciaries but in compliance with any lawful 
condition placed by the donor upon that part of the Endowment Fund to 
be invested. 

Investments of the University’s component unit, the Foundation is subject 
to and restricted by G.S. 36E “Uniform Prudent Management of 
Institutional Funds Act” (UPMIFA) and any requirements placed on them 
by contract or donor agreements. 

Investments of various funds may be pooled unless prohibited by statute 
or by terms of the gift or contract.  The University utilizes investment 
pools to manage investments and distribute investment income. 

Investments are subject to the following risks. 

Interest Rate Risk:  Interest rate risk is the risk the University may face 
should interest rate variances affect the fair value of investments.  The 
University does not have a formal policy that addresses interest rate risk. 

Credit Risk:  Credit risk is the risk that an issuer or other counterparty to 
an investment will not fulfill its obligations.  The University does not 
have a formal policy that addresses credit risk. 

Long-Term Investment Pool - This is an internal investment pool that is 
utilized for the investment of the endowment funds.  Fund ownership is 
measured using the unit value method.  Under this method, each 
participating fund’s investment balance is determined on a market value 
basis.  The investment strategy, including the selection of investment 
managers, is based on the directives of the University’s Endowment 
Board and the Board of Directors of the Western Carolina University 
Foundation. 
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED



NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

NOTE 6 - ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

Accounts payable and accrued liabilities at June 30, 2011 were as follows: 

Amount

Accounts Payable $ 5,216,913.93
Accrued Payroll 538,911.49
Contract Retainage 1,892,742.85
Intergovernmental Payables 125,254.81

Total Accounts Payable and Accrued Liabilities $ 7,773,823.08

 

NOTE 7 - LONG-TERM LIABILITIES 

UNIVERSITY 

A. Changes in Long-Term Liabilities - A summary of changes in the long-
term liabilities for the year ended June 30, 2011 is presented as follows: 

Balance Balance Current
July 1, 2010 Additions Reductions June 30, 2011 Portion

Revenue Bonds Payable $ 42,880,000.00        $ 0.00 $ 1,565,000.00     $ 41,315,000.00       $ 1,425,000.00      
Notes Payable 208,324.93             195,969.39        12,355.54              12,355.54           
Capital Leases Payable 45,829,463.31        20,403,827.24       1,335,039.99     64,898,250.56       1,560,904.35      
Compensated Absences 5,780,498.55          3,782,454.87         3,783,918.91     5,779,034.51         372,943.25         
Annuity and Life Income Payable 251,474.44             81,189.11          170,285.33            86,044.84           

Total Long-Term Liabilities $ 94,949,761.23 $ 24,186,282.11 $ 6,961,117.40 $ 112,174,925.94 $ 3,457,247.98

Additional information regarding capital lease obligations is included in Note 8.  

B. Revenue Bonds Payable - The University was indebted for revenue 
bonds payable for the purposes shown in the following table: 

Final Original Principal Principal See 
Interest Maturity Amount Paid Through Outstanding Table

Purpose Series Rate Date of Issue June 30, 2011 June 30, 2011 Below

Revenue Bonds Payable
The University of North Carolina System Pool Revenue Bonds
Student Housing I (A) 4.375* 10/01/2013 $ 465,000.00 $ 345,000.00 $ 120,000.00 (1)
Athletic Facilities I (B) 5.00* 10/01/2012 8,070,000.00 7,810,000.00 260,000.00
Athletic Facilities II (C) 3.375* 04/01/2028 1,510,000.00 330,000.00 1,180,000.00
Student Recreation Center (C) 3.375* 04/01/2028 11,610,000.00 2,545,000.00 9,065,000.00
Student Center Refund (D) 4.00* 10/01/2025 4,335,000.00 640,000.00 3,695,000.00
Athletic Facility Refund (D) 4.00* 10/01/2026 6,135,000.00 25,000.00 6,110,000.00
Student Recreation Center (E) 3.00* 10/01/2033 4,355,000.00 200,000.00 4,155,000.00
Dinning Hall Facility (E) 3.00* 10/01/2033 17,545,000.00 815,000.00 16,730,000.00

Total Revenue Bonds Payable (principal only) $ 54,025,000.00 $ 12,710,000.00 $ 41,315,000.00

(A) The University of North Carolina System Pool Revenue Bonds,
        Series 1998B
(B) The University of North Carolina System Pool Revenue Bonds,
        Series 2002A
(C) The University of North Carolina System Pool Revenue Bonds,
        Series 2003A
(D) The University of North Carolina System Pool Revenue Bonds,
        Series 2006A
(E) The University of North Carolina System Pool Revenue Bonds,
        Series 2008A

*  For variable rate debt, interest rates in effect at June 30, 2011 are included.   
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

the Base Rentals under the lease with the University for the facility.  The 
maturities and interest rates of the certificates are as follows: 

Due June 1 Interest Rate

2012 $ 300,000.00      3.125%
2013 310,000.00      4.000%
2014 325,000.00      3.250%
2015 335,000.00      3.375%
2016 345,000.00      3.500%
Thereafter 7,820,000.00   3.625-4.350%

$ 9,435,000.00   

Principal Amount

 
2008 certificates of participation with a balance of $44,470,000, 
evidenced by undivided interests in the rights to receive certain revenues, 
including the Base Rentals under the lease with the University for the 
facility.  The maturities and interest rates of the certificates are as follows: 

Due June 1 Interest Rate

2012 $ 630,000.00       4.000%
2013 735,000.00       3.500%
2014 840,000.00       3.500%
2015 915,000.00       5.000%
2016 960,000.00       5.000%
Thereafter 40,390,000.00  4.000-5.250%

$ 44,470,000.00  

Principal Amount

 

NOTE 8 - LEASE OBLIGATIONS 

A. Capital Lease Obligations - Capital lease obligations relating to 
buildings, machinery, and equipment are recorded at the present value of 
the minimum lease payments.  Future minimum lease payments under 
capital lease obligations consist of the following at June 30, 2011: 

Fiscal Year Amount

2012 $ 4,772,852.90
2013 4,770,409.41
2014 4,817,090.29
2015 4,430,485.02
2016 4,430,628.76

2017-2021 22,163,061.30
2022-2026 22,159,854.80
2027-2031 22,151,825.00
2032-2036 17,140,780.29
2037-2039 8,956,250.00

Total Minimum Lease Payments 115,793,237.77

Amount Representing Interest
    (2.10 - 8.05% Rate of Interest) 50,894,987.21

Present Value of Future Lease Payments $ 64,898,250.56
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NOTES TO THE FINANCIAL STATEMENTS ( CONTINUED) 

employee contributions for pension benefits for the year were 
$2,005,828.91 and $2,441,171.09, respectively. 

Required employer contribution rates for the years ended June 30, 2010, 
and 2009, were 3.57% and 3.36%, respectively, while employee 
contributions were 6% each year.  The University made 100% of its 
annual required contributions for the years ended June 30, 2011, 2010, 
and 2009, which were $2,005,828.91, $1,446,088.32, and $1,550,533.28, 
respectively. 

The Teachers’ and State Employees’ Retirement System’s financial 
information is included in the State of North Carolina’s Comprehensive 
Annual Financial Report.  An electronic version of this report is available 
by accessing the North Carolina Office of the State Controller’s Internet 
home page http://www.osc.nc.gov/ and clicking on “Reports,” or by 
calling the State Controller’s Financial Reporting Section at  
(919) 981-5454. 

The Optional Retirement Program (Program) is a defined contribution 
retirement plan that provides retirement benefits with options for 
payments to beneficiaries in the event of the participant’s death.  
Administrators and eligible faculty of the University may join the 
Program instead of the Teachers’ and State Employees’ Retirement 
System.  The Board of Governors of The University of North Carolina is 
responsible for the administration of the Program and designates the 
companies authorized to offer investment products or the trustee 
responsible for the investment of contributions under the Program and 
approves the form and contents of the contracts and trust agreements. 

Participants in the Program are immediately vested in the value of 
employee contributions.  The value of employer contributions is vested 
after five years of participation in the Program.  Participants become 
eligible to receive distributions when they terminate employment or retire. 

Participant eligibility and contributory requirements are established by 
General Statute 135-5.1.  Employer and member contribution rates are set 
each year by the North Carolina General Assembly.  For the year ended 
June 30, 2011, these rates were set at 6.84% of covered payroll for 
employers and 6% of covered payroll for members.  The University 
assumes no liability other than its contribution. 

For the current fiscal year, the University had a total payroll of 
$83,819,820.02, of which $34,270,509.30 was covered under the Optional 
Retirement Program.  Total employer and employee contributions for 
pension benefits for the year were $2,344,102.84 and $2,056,230.56, 
respectively. 
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NOTES TO THE FINANCIAL STATEMENTS ( CONCLUDED) 

the University of North Carolina at Asheville to Western Carolina University, 
effective July 1, 2011.  This change will result in an increase in Western 
Carolina University’s net assets in the amount of $14.9 million during the 
2011-2012 fiscal year. 

On December 7, 2011, the University participated in the University of North 
Carolina System Pool Revenue Bonds, Series 2011B for $20,930,000.00 to 
provide funds for the renovation of Harrill Residence Hall ($13,605,000.00) 
and the defeasance of existing bonds ($7,325,000.00). 
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ORDERING INFORMATION 

Audit reports issued by the Office of the State Auditor can be obtained from the web site at 
www.ncauditor.net.  Also, parties may register on the web site to receive automatic email 
notification whenever reports of interest are issued.  Otherwise, copies of audit reports may be 
obtained by contacting the: 

Office of the State Auditor 
State of North Carolina 
2 South Salisbury Street 
20601 Mail Service Center 
Raleigh, North Carolina 27699-0601 

Telephone: 919/807-7500 

Facsimile: 919/807-7647 
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