
State of North Carolina June 30, 2019
NOTES TO THE FINANCIAL STATEMENTS

NOTE 2: CHANGES IN FINANCIAL ACCOUNTING AND REPORTING

CHANGES RESULTING FROM ADOPTION OF NEW ACCOUNTING PRINCIPLES

For the fiscal year ended June 30, 2019, the State implemented the following pronouncements and implementation guides issued by the 
Governmental Accounting Standards Board (GASB):

– Statement No. 83, Certain Asset Retirement Obligations,
– Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements,
– Implementation Guide No. 2017-3, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions (and 

Certain Issues Related to OPEB Plan Reporting),
– Implementation Guide No. 2018-1, Implementation Guidance Update-2018.

Statement No. 83 addresses accounting and financial reporting of certain asset retirement obligations (AROs) that were not addressed in 
previous GASB standards.  An ARO is a legally enforceable liability associated with the retirement of a tangible capital asset. A 
government that has a legal obligation to perform future asset retirement activities related to its tangible capital assets should recognize a 
liability and a corresponding deferred outflow of resources.  Governments should recognize an ARO when the liability is incurred and 
reasonably estimable.  The incurrence of a liability includes the occurrence of both an external obligating event and an internal obligating 
event resulting from normal operations. This Statement requires the measurement of an ARO to be based on the best estimate of the 
current value of the outlays expected to be incurred.  It also requires an ARO be adjusted for the effects of general inflation or deflation at 
least annually. Required disclosures include information about the nature of existing AROs, the methods and assumptions used for 
estimating liabilities, the estimated remaining useful life of the asset, and any AROs in existence that cannot be reasonably estimated.

Statement No. 88 improves the information that is disclosed in the notes to the financial statements related to debt, including direct 
borrowings and direct placements. Statement 88 defines debt as a liability that arises from a contractual obligation to pay cash (or other 
assets that may be used in lieu of cash) in one or more payments to settle an amount that is fixed at the date the contractual obligation is 
established. This Statement requires additional information related to all debt to be disclosed in the notes to the financial statements 
including unused lines of credit; assets pledged as collateral for debt; and terms specified in debt agreements related to significant events 
of default with finance-related consequences, significant termination events with finance-related consequences, and significant subjective 
acceleration clauses. The Statement requires the additional information be disclosed for direct borrowings and direct placements 
separately from other debt.

Implementation Guide No. 2017-3 addresses additional questions relative to GASB Statement No. 75 that are effective for fiscal year 
2019.

Implementation Guide No. 2018-1 provides new questions and answers for pensions relative to employer accounting and reporting, 
postemployment benefits other than pensions plan reporting, statistical reporting for retirement of the remaining outstanding debt, and tax 
abatement disclosures. Implementation Guide 2018-1 also amends questions within Implementation Guide No. 2015-1 and 
Implementation Guide No. 2016-1.
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