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dear Fellow citizens,
I am pleased to provide you with the 2011-12 Annual Report, which summarizes key 

activities and outcomes for the Department of State Treasurer. 

When I took office in January 2009, I immediately began work establishing my key goals for the Department, including 

protecting our pension fund, maintaining the state’s AAA bond rating, and advancing financial literacy in the state. Now, as 

I look back over the past four years, we have made a lot of progress toward achieving many of these goals. I am excited 

to continue our forward momentum as a Department and state.

This past year has been especially critical in terms of reaching our Department milestones. In January 2012, we accepted 

responsibility for the operations of the State Health Plan for Teachers and State Employees. This transition brought the two 

largest benefit programs for state employees under one roof, presenting us with a tremendous opportunity to improve 

accountability, efficiency, outreach and health outcomes for members. 

At the same time, we made great strides in protecting retirement benefits for members, safeguarding the fiscal health of 

our local governments, and enhancing customer service. During the 2012 legislative session, we worked to put measures 

in place that would prevent and deter fraud, waste and abuse of our retirement programs. In addition, our conservative 

debt management and strong oversight of state agencies and local governments helped the state maintain its AAA rating 

from all three major credit rating agencies, despite downgrade on the federal level. 

We have also made advancements in educating North Carolinians on personal finance. With student debt in the United 

States exceeding $1 trillion for the first time in history, the Department partnered with the College Foundation of North 

Carolina to launch an online tool to help community college students assess the amount of loans they can reasonably 

expect to pay back after graduation. More than 13,000 students were using the tool at the end of the fiscal year to help 

them manage their debt and stay on track for a financially secure future.

None of these achievements would have been possible without the adoption of newer, more effective tools and 

technology. In April 2012, we launched a fully redesigned website for the Department, offering a wider range of 

services for members and improving the customer experience. We also implemented updated systems and software 

to streamline both the audit management and accounting processes.

The changes that have been put in place put us in an ideal position to continue our forward movement over the next four 

years. Thank you for the opportunity to continue to serve as your State Treasurer and work toward achieving my strategic 

objectives for the Department and state. I pledge to continue my work with Department staff and our expert partners 

to secure the fiscal strength and prosperity of North Carolina and its citizens.

Sincerely,

Janet Cowell 

North Carolina State Treasurer
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The vision of the Department of State Treasurer is to create and maintain a fiscally sound and prosperous 
North Carolina. We work to achieve this goal by providing diligent oversight of the finances of the State 

and outstanding customer service. By striving for excellence in our day-to-day work at the Department, we 
hope to provide value to, and instill confidence in, the state’s citizens, customers and financial community.

Key Responsibilities Division with the DepaRtment of state tReasuReR

Act as fiscal advisor to the State and local governments All diviSionS

Administer retirement plans and other benefit programs  
for public employees RetiRement SyStemS diviSion (RSd)

Administer health care coverage for teachers and state employees StAte HeAltH PlAn diviSion (SHP)

invest and oversee short-term funds for government entities  
and long-term funds primarily for the pension fund inveStment mAnAgement diviSion (imd)

oversee local government finance, manage state and local  
debt issuance, and interface with bond rating agencies StAte And locAl goveRnment FinAnce diviSion (Slg)

operate the State Bank and provide internal accounting  
and financial reporting FinAnciAl oPeRAtionS diviSion (Fod)

manage Unclaimed Property Program UnclAimed PRoPeRty diviSion (UPP)

At the heart of the Department’s work are its core values, 

which are implemented consistently at all levels and across all 

Divisions. These include: 

• Integrity 

• Accountability 

• Transparency

• Expertise

• Customer service

• A long-term view

In the interest of promoting these core values, the Department 

identified its highest priorities and outlined detailed plans for 

their achievement. The Department has realized many of these 

goals throughout the past four years and is working to build on 

them for the coming four-year term.

• Protecting the Pension Fund 

• Maintaining the State’s AAA Bond Rating

• Improving Health Outcomes for Public Employees while 

Promoting Fiscal Stability of the State Health Plan

• Ensuring Transparency, Ethics and Accountability 

• Improving Customer Service 

• Increasing Operational Efficiencies and Enhancing Risk 

Management 

• Contributing to Job Creation in the State 

• Advancing Financial Literacy across North Carolina
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pRotecting the pension funD
One of the primary responsibilities of the Department of State 

Treasurer is to provide a safe and secure retirement for North 

Carolina’s 850,000 public employees, including teachers, police 

officers, firefighters and public servants from all over the state. 

These individuals rely on the integrity, knowledge and judgment 

of the Department of State Treasurer. 

The North Carolina pension fund is invested for the long term, and 

conservatively managed to protect the full funding status. This 

keeps our state prepared to pay out obligatory pension benefits.

Below are a few of the initiatives undertaken during the fiscal 

year to help ensure a secure retirement for state employees.

• Introduced House Bill 1074, which is designed to help the 

Retirement Systems Division detect and prevent fraud related 

to retirement benefits. The bill creates a definition of “fraud 

investigation” for the state and local retirement systems, 

provides access to records for purposes of conducting fraud 

investigations, and delineates procedures for reporting on 

investigations. It also affords whistleblower protection to 

staff of employers in the Local Governmental Employees’ 

Retirement System, provides authority to the Retirement 

Systems Division to prevent “salary spiking,” and makes 

it a Class 1 Misdemeanor to keep a disabled decedent’s 

retirement benefit.

• Selected Buck Consultants to conduct an evaluation of 

the risk for fraud and waste in the Retirement Systems 

and other benefit plans administered by the Department. 

The Retirement Systems Division will use the information 

provided in this evaluation to prevent abuse of its benefit 

programs and improve oversight of public resources.

• Achieved a 2.21 percent return in the pension fund portfolio 

over the 2011-12 fiscal year. As of June 30, 2012, pension 

assets were valued at $74.5 billion. According to BNY Mellon, 

the pension fund’s fiscal year performance (gross of fees) was 

in the top quartile among public funds with assets of $1 billion 

or more, while its level of risk was in the bottom quartile.

• Engaged in several corporate governance initiatives, employing 

proxy voting, shareholders resolutions, dialogue with corporate 

leaders and regulatory agencies, and collaboration with other 

institutional investors to promote long-term value for the 

pension portfolio. See page 45 for more information on the 

Department’s corporate governance program. 

maintaining the state’s aaa bonD Rating
A triple-A bond rating indicates that North Carolina has followed 

well-defined financial management policies and demonstrated 

strong debt management practices. Standard and Poor’s, 

Moody’s Investors Service, and Fitch Ratings – three primary 

bond rating agencies – all reaffirmed the “AAA” rating for North 

Carolina in the 2011-12 fiscal year. North Carolina remains one 

of only eight states to enjoy top-tier rankings from all three of 

the rating agencies.

While maintaining this strong rating is a good sign of the state’s 

fiscal health, federal budget deficits may present a challenge to 

sustaining the triple-A rating. Bond ratings are largely dependent 

on the economic stability and diversity of revenues, conservative 

debt management, administrative capabilities, fiscal performance 

and financial condition, including funding of long-term benefit 

programs such as the retirement systems and health care.

Each year the State’s Debt Affordability Committee makes 

recommendations to the Governor and General Assembly 

concerning the debt capacity of the General Fund, Highway Fund 

and Highway Trust Fund for the next 10-year period. While a 

number of factors are considered, the main factor determining 

each fund’s debt capacity is the percentage of State tax revenues 

that are dedicated to debt service. The Committee recommends 

debt service not exceed 4 percent of State tax revenues in the 

General Fund and not exceed 6 percent of State revenues in the 

Highway Fund and Highway Trust Fund.

Below are a few of the achievements in maintaining the triple-A 

bond rating:

• Oversaw the issuance of $4.2 billion in local debt ($3.3 

billion in the previous fiscal year), $1.3 billion in revenue 

bonds for State and regional authorities ($1.6 billion in the 

previous fiscal year), and $1.3 billion in state debt ($1.5 billion 

in the previous fiscal year).

• Assisted seven North Carolina local governments whose 

bond ratings were put on negative outlook by Moody’s 

Investors Service in August 2011. The State and Local 

Government Finance Division made Moody’s aware of the 

unique features of North Carolina local government financial 

operations, including the Division’s oversight of finances 

and borrowings of local governments, which contributed 

to the revision of these governments’ outlooks to stable in 

December 2011. 
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• Maintained the state’s AAA bond rating despite the 

downgrade of the United States rating by Standard & Poor’s 

in August 2011.

• Awarded $368 million of limited obligation refunding 

bonds, saving the state approximately $22.5 million in debt 

service costs.

impRoving health outcomes foR public 
employees while pRomoting fiscal stability of 
the state health plan
In January 2012, the Department of State Treasurer accepted 

responsibility for managing the day-to-day operations of the 

State Health Plan. In doing so, the Department aims to ensure 

the Plan remains fiscally stable while improving health outcomes 

for state employees.

The Plan had formerly been governed by a legislative oversight 

committee within the General Assembly. Numerous reports had 

suggested organizational changes to the Plan and recommended 

that it be moved to a different governing model. 

In the six months following the transition, several steps were 

taken to ensure a strong governance structure for the State 

Health Plan and cost savings for members and the State.

• In December 2011, a new Board of Trustees was established 

for the State Health Plan. The 10-member board, made 

up of plan members and experts in medicine and health 

administration, is responsible for decisions regarding vendor 

contracts and the design of employee health benefits. 

• During its first meeting following the Plan’s transition to 

the Department of State Treasurer, the Board approved a 

recommendation to implement an Employer Group Waiver 

Plan prescription drug program for retirees on Medicare. 

The move is expected to save the state approximately 

$19.3 million in Medicare retiree prescription drug costs 

and reduce the state’s unfunded liability related to Other 

Post-Employment Benefits by 19 percent, or approximately 

$6 billion.

See page 78 for more information on the State Health Plan 

Division.

ensuRing tRanspaRency, ethics anD 
accountability
Treasurer Cowell recognizes that restoring public confidence 

in financial markets, banks and government is necessary in 

the successful execution of the office. Access to government 

meetings and documents is enshrined in the state’s constitution 

and is one of the pillars of a strong democracy. 

In the interest of promoting ethics and transparency, the 

Department aims to institute and comply with transparent and 

ethical practices, increase accountability through performance 

measurement/management, reduce the risk of fraud and abuse 

in all Department activities, and strengthen board oversight. 

Reforms to increase transparency and strengthen oversight are 

especially important in times of financial crisis, when there is an 

erosion of public confidence in the financial services sector and 

government. During the fiscal year, the Department introduced 

a number of reforms to restore confidence:

• Upgraded Internet/Intranet to support transparency and 

centralize electronic document management for the 

Department.

• Conducted a Listening Tour across the state following the 

transfer of the State Health Plan to the Department of State 

Treasurer. During the tour, Treasurer Cowell and various 

members of the Plan’s new board listened to members’ 

concerns about costs and services for health coverage.

• Continued to convene Audit Committee meetings to ensure 

integrity of financial reports and other financial information 

provided to any governmental body or the public, oversee 

the performance of the Internal Audit Division, and ensure 

compliance with internal controls regarding finance, 

accounting and operating procedures. All committee 

meetings are open to the public and all audit reports are 

made public and submitted to the Office of State Budget 

and Management.

impRoving customeR seRvice
Customer orientation is at the top of the list of core values for 

the Department of State Treasurer. It is our commitment to keep 

the customer, the citizens of the state of North Carolina, at the 

center of our focus in all that we do. 

With the many programs and services that the Department 

provides, continuous improvement of customer service remains 

a strategic goal. In 2011-12, we are implementing technology 
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and process improvements to ensure that each North Carolina 

citizen experiences time savings and solid customer service 

when accessing or inquiring about Department of State 

Treasurer services.

The Department introduced the following initiatives to improve 

customer service:

• Completed a full redesign of the Department’s website 

to offer a wider range of services, improve the customer 

experience and support the call center.

• Gained legislative authority to offer a new 403(b) retirement 

savings option, which will be made available to K-12 teachers 

and other public school personnel in North Carolina for the 

first time during the 2012-13 fiscal year. This optional program 

will allow school systems to offer increased participant 

services, reduced participation fees and confidence that the 

plan is in compliance with IRS regulations.

• Continued to offer and enhance internal training programs 

through the Human Resources office to improve employees’ 

customer relations skills, hone their knowledge of systems 

and processes, and promote their professional development.

incReasing opeRational efficiencies anD 
enhancing RisK management 
The Department of State Treasurer is consistently looking for 

ways to increase efficiencies and reduce risks. These strategies 

allow us to provide value to the taxpayer of North Carolina 

through cost savings and increased security. 

We assessed and identified operational areas for efficiency gains 

in 2011-12. As a result, we implemented new technologies, as 

well as improvements in personnel and project management, 

that will produce time and cost savings for the Department while 

allowing us to maintain a high level of service to the citizens of 

North Carolina.

In the interest of boosting operational efficiency, the Department 

took the following steps:

• Completed internal reviews of the Social Media Program, the 

Retirement Systems Division’s Death & Disability section and 

Call Center, and the Debt Services section of the State and 

Local Government Finance Division to enhance efficiency. 

Recommendations were made to improve policies and 

procedures, enhance risk management, streamline processes, 

ensure legislative compliance and evaluate progress made on 

action items identified during external reviews.

• Concluded a formal audit of the Unclaimed Property and 

Escheats Division to ensure that property is being returned 

promptly and efficiently to North Carolina citizens. As a result 

of this audit, the Department enhanced claims processing and 

outreach at events throughout North Carolina, incorporating 

financial literacy and retirement information.

contRibuting to Job cReation in the state
Treasurer Cowell recognizes the importance of economic 

development in building and maintaining a financially strong and 

prosperous North Carolina. In addition, the Treasurer realizes 

that state innovation plays a significant role in driving economic 

development and job creation.

In order to encourage innovation and economic development 

throughout North Carolina, the Department:

• Committed $65 million in investments during the fiscal year 

through the $232 million N.C. Innovation Fund, which was 

established in March 2010 to achieve returns for the pension 

fund while helping North Carolina-based businesses expand 

their operations and create new jobs.

• Established the Accelerator, an allocation of up to $35 million 

within the N.C. Innovation Fund designed to generate returns 

for the pension fund while supporting early-stage life sciences 

firms in North Carolina. The fund also promotes collaboration 

among North Carolina universities, research institutions and 

private enterprises on the development of biopharmaceutical 

therapeutics, diagnostics and medical devices.

• Encouraged greater ethnic and gender diversity on corporate 

boards by sponsoring “Broadening Corporate Diversity: 

Earning a Board Seat,” an event that helps attendees master 

the skills needed to serve on boards, provides realistic 

approaches to advancing candidacy and gives guidelines 

for evaluating opportunities. This annual event is part of the 

Director Diversity Initiative (“DDI”), a joint project of the 

Center for Banking and Finance and the Center for Civil Rights 

at the University of North Carolina School of Law. 
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aDvancing financial liteRacy acRoss  
noRth caRolina
The Department of State Treasurer is committed to helping 

North Carolina families increase their understanding of finances 

and ability to grow personal wealth. Financial literacy helps 

provide citizens of all ages with the information and resources 

to manage their finances and make important financial decisions.

The Department is engaged in a number of programs that offer 

financial counseling and education for all age groups, with a 

focus on adult financial literacy.

Below are a few of the efforts that we launched in the 2011-12 

fiscal year.

• Partnered with the College Foundation of North Carolina to 

introduce “Advanced Money Management for Community 

College Students,” an online tool to help community college 

students assess the amount of loans they could reasonably 

expect to pay back after graduation, thereby helping them 

avoid incurring unmanageable debt. 

• Conducted a tour of community colleges across the state, 

giving Treasurer Cowell the opportunity to promote the online 

tool and speak with students about their experiences with 

borrowing and finance.

• Co-sponsored the third annual Financial Literacy Summit with 

JumpStart Coalition for Financial Literacy to provide training 

and resources to help K-12 teachers educate their students 

on financial management and improve their own personal 

financial literacy. The summit was designed to address 2009 

legislation that integrated financial literacy education into the 

core standards for North Carolina’s K-12 public schools.

• Created the “In Your Own Words” video, a compilation 

of photos and video footage from more than 100 North 

Carolinians illustrating what financial literacy means to them. 

The video, developed in recognition of National Financial 

Literacy Month in April, is shown at various financial literacy 

events and presentations throughout the state.
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R e t i R e m e n t  s y s t e m s  D i v i s i o n  s t at i s t i c s

2009-2010 2010-2011 2011-2012

totAl ASSetS in n.c. RetiRement SyStemS $65.3 Billion $74.9 Billion $74.5 Billion

AmoUnt deliveRed to RetiReeS $4.2 Billion $4.3 Billion $4.6 Billion

nUmBeR oF RetiReeS Receiving BeneFitS 229,000 242,000 254,000

AveRAge Hold timeS FoR RSd cAll centeR 1:20
(80 SecondS)

0:51 
(51 SecondS)

1:03
(63 SecondS)

nUmBeR oF new RetiRementS PRoceSSed dURing tHe yeAR 13,472 14,642 15,992

totAl ASSetS in SUPPlementAl 401(k)/457 PlAnS $5.1 Billion $6.3 Billion $6.5 Billion

nUmBeR oF 401(k) PlAn memBeRS 221,052 224,644 227,711

nUmBeR oF 457 PlAn memBeRS 30,692 34,149 38,268
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The Retirement Systems Division (“RSD”) of the Department of State Treasurer administers the retirement 
and benefit plans that cover the vast majority of public employees in the state. The Division administers 

both the public pension plans and the NC Supplemental Retirement Plans (optional defined contribution plans).

The North Carolina public pension plans provide benefits for 

more than 850,000 North Carolinians, including:

• Teachers

• State employees

• Firefighters

• Police officers

• Other public workers

The North Carolina Retirement Systems (“Systems”) is the 

32nd largest pension fund in the world and the 11th largest 

public pension fund in the United States. RSD administers the 

retirement and fringe benefit plans created under state law for 

active and retired public employees who are members of the 

Systems.  Staff continuously reviews features and options within 

the defined benefit programs to ensure that plans and benefits 

are sustainable over time and are an efficient use of employees’ 

and taxpayers’ contributions. 

RSD also administers additional benefit plans, including the NC 

401(k) and Deferred Compensation (NC 457) Plans, Disability, 

Death and certain benefits unique to law enforcement officers.

A key purpose of the retirement systems and benefit plans is to 

assist the public employers in the state in recruiting and retaining 

skilled employees for careers in public service by providing 

valuable post-employment benefits, including replacement 

income at retirement, as well as disability or survivor benefits.

The Systems’ assets, referred to as the North Carolina pension 

fund, were valued at $74.5 billion at the end of the fiscal year.

the basic functions
The Retirement Systems administers four major retirement systems and 11 smaller systems and pension funds: 

system no. of membeRs value

teAcHeRS’ And StAte emPloyeeS’ RetiRement SyStem (tSeRS) 600,378 $54 Billion

locAl goveRnmentAl emPloyeeS’ RetiRement SyStem (lgeRS) 217,688 $18.2 Billion

conSolidAted JUdiciAl RetiRement SyStem (cJRS) 1,183 $431 million

legiSlAtive RetiRement SyStem (lRS) 531 $27 million

FiRemen’S And ReScUe SqUAd woRkeRS’ PenSion FUnd 51,254* $317 million*

nAtionAl gUARd PenSion PlAn 14,631 $86 million

legiSlAtive RetiRement FUnd 10 --

RegiSteRS oF deedS’ SUPPlementAl PenSion FUnd 186 $46.1 million

* Data as of June 30, 2011, all other values as of December 31, 2011.
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The Division also offers a number of supplemental plans and benefit programs:

pRogRam/plan seRvice

diSABility income PlAn
Provides equitable replacement income for eligible members 
temporarily or permanently disabled

PUBlic emPloyeeS’ SociAl SecURity Agency
Administers the state’s responsibility under the Social Security 
Agreement of July 16, 1951

teAcHeRS’ And StAte emPloyeeS’ BeneFit tRUSt 
Provides group death benefits for members of tSeRS and lgeRS. the 
trust also includes the Separate insurance Benefits Plan for state and 
local governmental law enforcement officers

SUPPlementAl RetiRement income PlAn – nc 401(k)
Provides members with voluntary savings/investment program to 
supplement retirement income

PUBlic emPloyee deFeRRed comPenSAtion PlAn – nc 457
Provides members with voluntary savings/investment program to 
supplement retirement income

nc 401(k)/nc 457 tRAnSFeR BeneFit
enables members to receive an additional monthly lifetime benefit 
(annuity) by transferring all or a portion of the balance in their nc 401(k) 
and/or nc 457 account(s) to tSeRS or lgeRS at or after retirement 

contRiBUtoRy deAtH BeneFit FoR RetiRed memBeRS
offers an optional benefit that gives retirees a one-time death benefit of 
up to $10,000

SUPPlementAl inSURAnce
Provides retired members with optional supplemental insurance, e.g. 
dental, vision or life

HeAltH tRUSt FUnd
manages trust fund for retired members who receive health insurance 
through the State Health Plan

 

histoRy of noRth caRolina RetiRement systems
The North Carolina Retirement Systems Division was established 

in 1941. Prior to establishing RSD, the only pension system that 

was established in the state was for Confederate soldiers.

The first pension law went into effect in 1885 and granted a 

pension of $30 annually to Confederate veterans who were 

unable to work due to the loss of an eye, leg or arm. These 

benefits were also available to soldiers’ widows as long as they 

did not remarry. The system expanded later in 1885 to include 

widows of soldiers who died of disease while in active service. 

By 1901, the pension became available to all widows, soldiers 

and sailors who were unable to perform manual labor due to 

injuries sustained while serving on behalf of the State of North 

Carolina or the Confederate States of America. Pension benefits 

to members of the Confederate military were:

• First class: totally disabled – $72 annually

• Second class: loss of leg or arm – $60 annually 

• Third class: loss of hand or foot – $48 annually

• Fourth class: widows, those who lost an eye, and those 

who were disabled due to other wounds not classified in 

the prior categories – $30 annually

In 1927, pensioners were reclassified to include slaves who 

had been servants to soldiers or who had served in a role for 

soldier support.

Today, public pensions have expanded to include many more 

North Carolinians under the management of the Department of 

State Treasurer. More currently: 

• In 1939, the Local Governmental Employees’ Retirement 

System (“LGERS”) was established. The System framework 

was in place; however, the System did not begin acquiring 

members until 1945.

• In 1941, the Teachers’ and State Employees’ Retirement 

System (“TSERS”) was established. Parts of the Division 

were under the State Auditor and parts were under the State 

Treasurer. 
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• In the 1970s, the General Assembly created the 

Disability Salary Continuation Program for members of 

TSERS. The program, designed as a temporary disability 

program, was discontinued and reestablished in 1988 as 

the Disability Income Plan of North Carolina (“DIPNC”) 

for TSERS members.

Today, the Retirement Systems also processes death benefits and 

return of contributions to its members, far beyond the services 

provided in the late 1800s. 

RetiRement systems’ boaRDs of tRustees stRuctuRe
The four largest systems and the Supplemental Retirement Income Plans are overseen by boards that maintain the administration and 

responsibility for the proper operation of each system or plan. The State Treasurer is the ex-officio chairperson of all boards. Below are 

the responsibilities and structures of each:

teacheRs’ anD 
state employees’ 
RetiRement system 

local goveRnmental 
employees’ 
RetiRement system 

fiRemen’s anD Rescue 
squaD woRKeRs’ 
pension funD

consoliDateD JuDicial 
RetiRement system 

supplemental 
RetiRement income 
plans

Fourteen members, 
including seven actively 
working employees 
or retirees, as well 
as seven public and 
appointed members 
who also serve on the 
local governmental 
employees’ Retirement 
System Board

Fourteen members, 
including the same 
seven ex-officio or 
public teachers’ and 
State employees’ 
Retirement System 
Board members, 
plus seven members 
representing local 
governments

Five members, including 
actively working 
employees, volunteers, 
and a member of the 
public

Fourteen members, 
including seven actively 
working employees 
or retirees, and seven 
public and appointed 
members who also 
serve on the lgeRS 
Board. topics are 
included during the 
lgeRS/tSeRS Board of 
trustees meetings

nine members, 
including six members 
appointed by the 
governor (experience 
in finance and 
investments; one State 
employee), one member 
appointed by the 
general Assembly upon 
recommendation of the 
Speaker of the House 
of Representatives, one 
member appointed by 
the general Assembly 
upon recommendation 
of the President Pro 
tempore of the Senate

division Structure
Staff efforts are devoted to accurate and timely benefit 

distribution in the most efficient and cost-effective manner 

possible. In order to optimize its administration efforts, the 

Retirement Systems Division is divided into six working groups:

• The Director’s Office

• The Accounting Section

• The Benefits Processing Section

• The Member Services Section

• The Retirement Processing Section

Director’s Office
The Director’s staff is responsible for the overall operation of the 

Division and carrying out the policies and directives of the State 

Treasurer and the governing boards. They provide assistance to 

legislators and committees of the General Assembly, including:

• Drafting proposed legislation and acquiring actuarial notes 

for introduced bills

• Managing action and administrative appeals by individual 

members of the Retirement Systems

• Maintaining a working relationship with associations and 

organizations of employees and employers

• Providing information to state agencies, institutions and 

local governments
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Division operations include processing applications for retire-

ment; processing applications to receive benefits such as 

contribution refunds, disability or death benefits; maintaining 

retirement accounts and data; and providing customer service 

to all active and retired employees.

Accounting Section
The main function of the Accounting Section is to provide 

timely benefit payment services to qualified payees of the 

Systems in a customer-service driven environment. In addition, 

the section is responsible for maintaining accurate financial 

records for all payees, tracking records and balancing payroll 

contribution reports from more than 1,200 participating public 

sector employers.

During the 2011-12 fiscal year, the Accounting Section:

• Processed and balanced contribution information from 

employers’ payroll reports submitted each month to 

individual accounts in ORBIT (Online Retirement Benefits 

through Integrated Technology). The employer payroll 

information identifies the percentage each employee 

contributes to his or her retirement every pay period. By 

the end of the fiscal year, 419,378 members’ accounts 

were posted.

• Enrolled 42,977 new members during the fiscal year

• Distributed $4.6 billion in benefits for the fiscal year

Benefits Processing Section
The main function of the Benefits Processing Section is to 

ensure prompt delivery of disability and death benefits for 

qualified employees, retirees and their beneficiaries in an 

effective and efficient manner.

Staff in this section is also responsible for calculation and 

payment of requested refunds of accumulated employee 

contributions for qualified members who terminate employment. 

Members who terminate employment with their public sector 

employer can apply to have their 6 percent of contributions made 

to the Retirement System refunded no sooner than 60 days after 

termination of employment.  

This Section also manages the various death benefit programs 

related to the systems and the Separate Insurance Benefits 

Fund (“SIBF”). Responsibilities include the calculation and 

payment of death benefits, survivors’ alternate benefits and 

other lump sum payments.

Additional responsibilities of this Section include the calculation 

and payment of monthly disability benefits, as well as the 

calculation and payment of reimbursements for short-term 

disability benefits paid by the various employers under the 

provisions of the Disability Income Plan.

The staff works closely with the Retirement Systems’ Medical 

Review Board to:

• Determine and administer both disability retirement 

benefits under LGERS and TSERS and  disability benefits 

under the provisions of the Disability Income Plan for 

teachers and state employees

• Determine eligibility for disability benefits from the other 

retirement systems

For the period of July 2011 through June 2012, the Benefits 

Processing Section:

• Provided disability reimbursements to employers totaling 

$11.2 million

• Processed 6,712 death notifications

• Refunded 16,458 payments for return of accumulated 

contributions

• Presented 3,338 new disability applications to the  

Medical Board

• Reviewed 1,756 re-examinations for determination of 

continued disability benefits by the Medical Board

Member Services Section
The main function of the Member Services Section is to 

provide public service employees and employers with accurate 

and timely information and to provide education about plan 

provisions, benefits and available services within the Systems 

in a manner intended to advance partnerships and relationships.

The staff accomplish these functions by replying to letters of 

request, responding to incoming member calls and making on-

site visitors counseling available to all participants in the Systems.

During the 2011-12 fiscal year, a portion of the Records Section 

staff who are responsible for member maintenance were 

transitioned to Member Services. The records and imaging 

staff continue to secure incoming mail; scan, index and route 

documents; and electronically store and protect member 

information for the purpose of delivering benefits in a timely 

and accurate manner.
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The newly expanded Section:

• Responded to 55,513 letters, e-mails and faxes

• Answered 278,849 telephone calls through the Call Center, 

with an average hold time of 63 seconds

• Met with 3,027 members in the Visitors’ Office

• Conducted 232 retirement planning conferences, reaching 

more than 14,677 members  

• Provided 30 employer education seminars that provide an 

overview of TSERS, LGERS and DIPNC

• Enrolled nine employers in LGERS

• Processed 76,726 membership support documents, an 

increase of 10 percent compared to last fiscal year

• Processed 53,060 new beneficiary designation forms, an 

increase of almost 10 percent compared to last fiscal year

• Electronically distributed almost 730,000 pages to 

operational staff 

• Created, maintained and stored electronic files for 

individuals who are currently, or have been at one time, 

members of any of the state-administered Retirement 

Systems

• Maintained 20 million documents in an electronic document 

imaging system 

Retirement Processing Section
The main function of the Retirement Processing Section is to 

calculate retirement estimates for eligible members and process 

retirement applications for continuing benefits in a prompt, 

accurate and efficient manner. 

The Retirement Processing Section is responsible for:

• Determining eligibility for monthly retirement allowances

• Processing payment of benefits for all retirement systems 

governed by the Boards of Trustees and administered by 

the Department

• Performing service credit purchase cost calculations for the 

various Retirement Systems

For the 2011-12 fiscal year, the Retirement Processing Section:

• Processed 174 applications for a lifetime monthly benefit 

(annuity) through the NC 401(k)/NC 457 Transfer Benefit 

option for retiring members

• Set up 15,992 new retirements for payment, a 9 percent 

increase from the previous fiscal year

• Conducted more than 150,000 service purchase estimates 

through the Service Purchase Estimator in members’ 

ORBIT accounts

• Calculated 5,343 service purchase cost calculations 

• Estimated 7,373 retirement benefits, an 8 percent increase 

from the previous fiscal year 

• Generated almost 90,000 Transfer Benefit estimates 

through the online Transfer Benefits Estimator in members’ 

ORBIT accounts. The Transfer Benefits estimator was 

established in December 2010.  

• Calculated, in addition to the manually calculated estimates, 

more than 1.2 million benefit estimates through the online 

Benefits Estimators on the Department of State Treasurer’s 

website and in members’ ORBIT accounts.  
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Funding the Systems
Actuarial Valuation
An actuarial valuation is prepared by an actuary to assess the funding progress of each retirement system and to determine the 

contribution rates necessary to sustain the system. An actuarial valuation is an inventory of the assets and liabilities of a retirement 

system at a specific point in time. Information collected covers all the active (both in-service and terminated) members and all the 

retired members and other beneficiaries who are receiving benefit payments. Everyone who has been promised a benefit from the 

system is included in the actuarial calculations to determine the present value of the system’s liabilities.

These liabilities are then compared to the system’s assets, and calculations are made to determine what contribution rate is needed 

to fund the uncovered liabilities in the time period originally established. Annual valuations are made to permit gradual changes in the 

contribution level and/or funding period and keep the funding on a proper course. 

The annual valuation also is used by the actuary to compare actual separation, compensation and investment experience with the 

actuarial assumptions used in the valuation of the liabilities of the system. The actuarial valuation balance sheets for each retirement 

system are included with the tables that follow. 

Actuarial Assumptions
Actuarial assumptions are estimates made for the purposes of calculating benefits. Possible variables include life expectancy, return on 

investments, interest rates and compensation. By calculating the possible payout of benefits, the actuary can determine the contribution 

rates and what amounts should be set aside as readily available cash or liquid securities.

economic assumptions asset valuation noRmal contRibution 
peRcentage Rate

expeRienceD gains  
anD losses

• economic assumptions 
used for the actuarial 
valuation of all retirement 
systems based on an 
interest rate of 7.25 percent 
per year

• Average rates of salary 
increase of about 5 percent 
per year, based on inflation 
assumptions, varying at 
different ages

• Assumed rates for 
mortality, withdrawals, 
disabilities, and service 
retirements based on 
actual past experience and 
projected future changes

• Asset valuation is based on 
a modified market-related 
value. the retirement 
systems described in this 
report, with the exception of 
the legislative Retirement 
System and consolidated 
Judicial Retirement System, 
are being funded on a full 
actuarial reserve basis and 
use the entry age normal 
cost method as the actuarial 
cost approach.

• normal contribution 
percentage rate under 
the entry age normal cost 
method is calculated on 
the basis of the adopted 
actuarial assumptions as 
the level percentage of 
the compensation of the 
average new member.  

• if contributed throughout 
the entire period of active 
service, then this would be 
sufficient, together with 
contributions, to support all 
the benefits payable on an 
account. 

• Accrued liability is the 
difference between total 
liabilities and the present 
value of future normal 
cost contributions and 
the members’ future 
contributions.

• tSeRS:  experienced gains 
and losses are reflected in 
the amount of the unfunded 
accrued liability and 
thereby affect the period of 
liquidation.

• lgeRS:  experienced gains 
and losses are reflected 
in the normal contribution 
rate.

• cJRS and lRS are funded 
on a full actuarial reserve 
basis but use the projected 
unit credit cost method 
with unfunded accrued 
liability as the actuarial cost 
approach.
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Funding of the Systems
All retirement systems are joint contributory, defined benefit 

plans with contributions made by both employees and 

employers. Each active member contributes 6 percent of his 

or her compensation for creditable service by monthly payroll 

deduction. The only exception to this member contribution rate is 

the Legislative Retirement System to which each active member 

contributes 7 percent of his or her compensation.  Employers 

make monthly contributions based on a percentage rate of the 

members’ compensation for the month. Employer contribution 

rates were actuarially calculated for fiscal year 2011-12. As 

of June 30, 2012, only the Local Governmental Employees’ 

Retirement System, Legislative Retirement System, and 

Registers of Deeds’ Supplemental Pension Fund have actuarially 

calculated employer contribution rates. The rates for all other 

systems are set by the General Assembly at a rate below the 

actuarially calculated rate.

Funding Status of the Systems
The North Carolina Retirement Systems have a high funded 

status relative to other public pension funds. This is attributable 

to consistent annual funding from the North Carolina General 

Assembly, consistent use of conservative actuarial assumptions 

and an approved actuarial cost method since the establishment 

of the systems, and the recognition of all promised benefits in 

the actuarial liabilities. A simple measure for determining the 

funded status of a system is to relate the total present assets to 

total accrued liabilities to determine a funded ratio. 

The total accrued liabilities are found by adding the assets and 

the unfunded accrued liabilities. For purposes of comparison, the 

funded ratios for the major Retirement Systems are illustrated 

in Chart 1.

The annual actuarial study of TSERS reports a funding status of 

94 percent. The annual actuarial study is based on data collected 

through December 31, 2011, and shows a slight decrease from 

the previously reported status of 95.4 percent.

While the Department continues to navigate volatile markets 

well, the funding status is expected to decline as losses from 

the 2008 downturn are distributed over the next several years.  

If funding contributions are met, funding status will fall to 90 

percent.

Though TSERS is below a fully funded status, it continues to rank 

within the top six systems nationally. 

chaRt 1:

funDeD Ratio of the RetiRement systems

teacheRs’ anD state employees’ 
RetiRement system

local goveRnmental employees’ 
RetiRement system

consoliDateD JuDicial  
RetiRement system

2002 – 108.4% 2002 – 99.4% 2002 – 107.4%

2003 – 108.1% 2003 – 99.3% 2003 – 107.6%

2004 – 108.1% 2004 – 99.3% 2004 – 108.6%

2005 – 106.5% 2005 – 99.4% 2005 – 107.6%

2006 – 106.1% 2006 – 99.5% 2006 – 107.3%

2007 – 104.7% 2007 – 99.5% 2007 – 102.9%

2008 – 99.3% 2008 – 99.6% 2008 – 98.1%

2009 – 95.9% 2009 – 99.5% 2009 – 92.6% 

2010 – 95.4% 2010 – 99.6% 2010 – 91.6%

2011 – 94% 2011 – 99.8% 2011 – 89.9%
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teacheRs’ anD state employees’ RetiRement 
system of noRth caRolina
n.c.g.s. §§ 135-1 thRough 135-18.5 
The Teachers’ and State Employees’ Retirement System 

(“TSERS”) provides benefits to all full-time teachers and 

state employees in all public school systems, universities, 

departments, institutions and agencies of the state.

TSERS began operations with a membership of 42,878 

teachers and state employees, and with appropriations from 

the state of $1.8 million. The membership has grown over the 

years in proportion to the growth in size and complexity of the 

public schools and state government. 

tseRs membeRship at DecembeR 31, 2011

Active memBeRS 317,906

inActive memBeRS 110,686

RetiRed memBeRS And BeneFiciARieS 
oF deceASed memBeRS

171,786

Invested assets at market value amounted to $54 billion as of 

December 31, 2011. For more information about investments 

for the North Carolina Retirement Systems, please see the 

Investment Management Division section of this Annual Report.

Operations of TSERS during calendar year 2011 resulted in:

• Total receipts of $2,832,285,813

• Total expenditures of $3,538,215,187 

The latest Actuary’s Valuation Balance Sheet for TSERS, as 

of December 31, 2011, is shown in Table 10 in the Statistical 

Tables section. Based on the latest actuary’s report, the General 

Assembly set the employer contribution rate at 7.44 percent of 

covered payroll effective July 1, 2011, and at 8.33 percent of 

covered payroll effective July 1, 2012. On this basis, the total of 

employee and employer rates of contribution is adequate to fund 

all future benefits presently authorized, based on current service, 

and to fund, over a period of 12 years from January 1, 2012, the 

remaining accrued liability for past service.

chaRt 2:

teacheRs’ anD state employees’ RetiRement system of noRth caRolina

yeaR enDeD DecembeR 31, 2011

souRces of funDs

emPloyee contRiBUtionS $830,000,000 29.31%

emPloyeR contRiBUtionS $837,800,000 29.58%

otHeR income* $1,500,000 .06%

inveStment income $1,162,700,000 41.05%

applications of funDs

RetiRee BeneFitS $3,432,900,000 121.21%

ReFUndS** $94,200,000 3.33%

AdminiStRAtive exPenSeS $10,800,000 .38%

otHeR exPenSeS*** $145,000 --       

Addition to ReSeRveS FoR FUtURe BeneFitS ($705,929,375) (24.92%)

* Includes Miscellaneous Income and Restore Inactive Accounts 
** Return of contributions
*** Transfer to Restore Inactive Accounts
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local goveRnmental employees’ RetiRement 
system of noRth caRolina 
n.c.g.s. §§ 128-21 thRough 128-38
The Local Governmental Employees’ Retirement System 

(“LGERS”) is maintained for the employees of cities, towns, 

counties, boards, commissions and other entities of local 

government in North Carolina.

Because initial participation by local governments is voluntary, 

the operation of LGERS is dependent upon the initial acceptance 

and continuing financial support of the governing bodies and 

employees of local governments. Approval and acceptance are 

evidenced by the fact that, as of December 31, 2011, a total 

of 898 cities, towns, counties and local commissions were 

participating in LGERS.

LGERS began operations in 1945 with 18 participating local 

governments, 2,102 members and assets of $178,053. 

lgeRs membeRship at DecembeR 31, 2011

Active memBeRS 121,638

inActive memBeRS 44,350

RetiRed memBeRS And BeneFiciARieS oF 
deceASed memBeRS 51,700

Invested assets at market value amounted to $18.2 billion as of 

December 31, 2011. For more information about investments 

for the North Carolina Retirement Systems, please see the 

Investment Management Division section of this report.

Operations of LGERS during the calendar year 2011 resulted in:

• Total receipts of $1,090,589,541

• Total expenditures of $940,811,032

The latest Actuary’s Valuation Balance Sheet for LGERS, as 

of December 31, 2011, is shown in Table 11 in the Statistical 

Tables section. Based on the actuary’s latest report, the Board 

of Trustees set the employer normal contribution rate at 6.74 

percent of covered payroll for general employees and at 7.22 

percent of covered payroll for law enforcement officers, effective 

July 1, 2012. The accrued liability rate, if any, varies with each 

employing unit depending on the amount of prior service that 

was awarded to the members.

In accordance with the provisions of the legislation that caused 

the merger of the Law Enforcement Officers’ Retirement System 

and LGERS on January 1, 1986, the normal contribution rates 

are separate for each of the two groups of employees while the 

accrued liability rate is the same.

chaRt 3:  

local goveRnmental employees’ RetiRement system of noRth caRolina

yeaR enDeD DecembeR 31, 2011

souRces of funDs

emPloyee contRiBUtionS $333,800,000 30.62%

emPloyeR contRiBUtionS $375,000,000 34.39%

otHeR income* 377,500,000 .38%

inveStment income $1,847,800,000 34.61%

applications of funDs

RetiRee BeneFitS $889,000,000 81.52%

ReFUndS** $47,100,000 4.32%

AdminiStRAtive exPenSeS $4,500,000 .41%

otHeR exPenSeS*** 80,998 .02%

Addition to ReSeRveS FoR FUtURe 
BeneFitS $149,778,000 13.73%

* Fee, Licenses, Fines, Court Costs, Miscellaneous Income and Restore Inactive Accounts 
** Return of contributions
*** Transfer to Restore Inactive Accounts
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consoliDateD JuDicial RetiRement system of 
noRth caRolina
n.c.g.s. §§ 135-50 thRough 135-72
The Consolidated Judicial Retirement System (“Judicial System”) 

was created by the 1983 session (Regular Session, 1984) of 

the General Assembly, effective January 1, 1985. The Judicial 

System was formed by combining the previously existing 

Uniform Judicial, Uniform Solicitorial and Uniform Clerks of 

Superior Court Retirement Systems. The Courts Commission 

was responsible for the design of the benefit structure of 

the previous systems, which was carried forward to the new 

consolidated system.

The membership of the Judicial System comprises the elected 

judges and justices, district attorneys, clerks of superior court of 

the General Court of Justice, and public defenders. 

cJRs membeRship at DecembeR 31, 2011

Active memBeRS 566

inActive memBeRS 55

RetiRed memBeRS And BeneFiciARieS oF 
deceASed memBeRS 562

The invested assets at market value were about $431 million as 

of December 31, 2011. For more information about investments 

for the North Carolina Retirement Systems, please see the 

Investment Management Division section of this report.

Operations of the Judicial System during the calendar year 2011 

resulted in:

• Total receipts of $28,136,935 

• Total expenditures of $32,776,883 

The latest Actuary’s Valuation Balance Sheet for the Judicial 

System, as of December 31, 2011, is shown in Table 12 in the 

Statistical Tables section. Based on the actuary’s latest report, 

the General Assembly set the employer contribution rate at 

26.55 percent of covered members’ payroll, effective July 1, 

2012. On this basis, the total number of member and employer 

rates of contribution is adequate to fund all future benefits 

presently authorized based on current service. 

chaRt 4:

consoliDateD JuDicial RetiRement system of noRth caRolina

yeaR enDeD DecembeR 31, 2011

souRces of funDs

emPloyee contRiBUtionS $4,600,000 16.64%

emPloyeR contRiBUtionS $14,2000,000 50.53%

inveStment income $9,200,000 32.83%

applications of funDs

RetiRee BeneFitS $32,700,000 116.25%

ReFUndS $37,000 .13%

AdminiStRAtive exPenSeS $31,300 .11%

Addition to ReSeRveS FoR FUtURe BeneFitS ($4,600,000) (16.49%)
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legislative RetiRement system
n.c.g.s. §§ 120-4.8 thRough 120-4.29
The Legislative Retirement System was created by the 1983 

legislative session as a retirement plan for members of the 

General Assembly. The membership also includes: 

• Members who were vested or had maintained contributions 

in the Legislative Retirement Fund 

• Those retirees receiving a benefit from the Legislative Fund 

who elect to transfer to the Legislative Retirement System

lRs membeRship at DecembeR 31, 2011

Active memBeRS 170

inActive memBeRS   83

RetiRed memBeRS 278

As of December 31, 2011, assets totaled $27 million. For more 

information about investments for the North Carolina Retirement 

Systems, please see the Investment Management Division 

section of this report.

Based on the latest actuarial report, the employer contribution 

rate was set by the General Assembly at 0 percent of covered 

payroll effective July 1, 2012. On this basis, the total of employee 

and employer rates of contribution is adequate to fund all future 

benefits presently authorized.

supplemental RetiRement income plan of noRth 
caRolina (nc 401(K) plan)
n.c.g.s. §§ 135-90 thRough 135-95; 143-166.30; anD 
143-166.50
The 1983 Session (Regular Session, 1984) enacted enabling-type 

legislation creating the State’s Internal Revenue Code Section 

401(k) Plan effective as of January 1, 1985. The Plan is a voluntary 

savings/investment program designed to supplement members’ 

replacement income in retirement. The Plan is governed jointly 

by the State Treasurer and the Supplemental Retirement Board 

of Trustees.

Prudential Retirement, the Plan’s third-party administrator, is 

responsible, under the Plan document adopted by the Board 

and the terms of the contract with the Board, for all aspects of 

operating the Plan. This responsibility includes communications 

and record-keeping.

nc 401(K) plan membeRship at June 30, 2012 

PlAn memBeRSHiP 227,711

emPloyeR contRiBUtionS* $79,064,532

memBeR  contRiBUtionS** $139,733,748

*  Many local government employers contribute to employee plans.  Also, Law 
Enforcement Officers (LEOs) are statutorily required to receive a 5 percent 
employer contribution to their NC 401(k) account. State government 
employers do not make a contribution for non-LEO members.

**  Members may choose to contribute pre-tax or post-tax (Roth) deferrals 
into the Plan.

The total Plan assets at market value increased by 3.86 percent 

over the previous year to $5.69 billion.

Under the current contract, members may select from 12 

separate account investment options including a stable value 

fund. Some members also have assets invested in the frozen 

mutual funds that were previously offered in the Plan. As of June 

30, 2012, 30.61 percent of the assets were invested in Stable 

Value, 10.64 percent were invested in fixed income, and 58.75 

percent were invested in equity funds. Outstanding loan balances 

totaled $257.3 million.

membeRs’ 401(K) investment choices

  eqUity FUndS  58.75%

  StABle vAlUe 30.61%

  Fixed income 10.64%



NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

28

r E t i r E M E n t  S y S t E M S  d i v i S i o n

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

29

r E t i r E M E n t  S y S t E M S  d i v i S i o n

the noRth caRolina public employee DefeRReD 
compensation plan (nc 457 plan)
n.c.g.s. § 143b-426.24
The North Carolina Public Employee Deferred Compensation 

Plan was established by its Board of Trustees on Executive Order 

from the Governor in 1974. The Plan is a voluntary tax-deferred 

savings/investment program designed to supplement members’ 

replacement income in retirement. This Plan is also governed 

by the Supplemental Retirement Board of Trustees; the State 

Treasurer is the chairperson of the Board. 

Prudential Retirement, the Plan’s third-party administrator, is 

responsible under the Plan document adopted by the Board 

and the terms of the contract with the Board for all aspects 

of operating the Plan, including communications and record-

keeping.

nc DefeRReD compensation plan membeRship  
at June 30, 2012

PlAn memBeRSHiP 38,268

memBeR  contRiBUtionS* $30,230,237

*  Members may choose to contribute pre-tax or post-tax (Roth) deferrals 
into the Plan

The total Plan assets at market value increased by 2.98 percent 

over the previous year to $862 million.  

Under the current contract, members may select from 12 

separate account investment options including a stable value 

fund. Some members also have assets invested in the frozen 

mutual funds that were previously offered in the Plan. As of 

June 30, 2012, 42.93 percent of the assets were invested in 

Stable Value, 8.74 percent were invested in fixed income, and 

48.33 percent were invested in equity funds. Outstanding loan 

balances totaled $14 million.

membeRs’ DefeRReD compensation investment 
choices

Staff is actively implementing the new legislatively approved 

NC 403(b) program, which is tentatively scheduled for 

implementation in early 2013. 

  eqUity FUndS  48.33%

  StABle vAlUe 42.93%

  Fixed income 8.74%
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teacheRs’ anD state employees’ benefit tRust 
n.c.g.s. §§ 135-5(i); 143-166.20; anD 143-166.60
The Teachers’ and State Employees’ Benefit Trust (“Benefit 

Trust”) was established January 1, 1980, by the Board of 

Trustees of the Teachers’ and State Employees’ Retirement 

System after enabling legislation was enacted in the 1979 

session of the General Assembly. The Board of Trustees of the 

Local Governmental Employees’ Retirement System elected to 

become a participating affiliate in the Trust on the same date. 

The purpose of the Benefit Trust is to provide group death 

benefits for members of these two retirement systems. 

Formerly, identical type death benefits were provided directly 

by these retirement systems.  The Contributory Death Benefit, 

Retiree Death Benefit Plan and the active member death benefit 

are included in the Benefit Trust.  

All contributions to fund the death benefits plans are held 

separate and apart from any pension or retirement funds. 

In 2011, the employer contribution rate to fund this benefit for 

members of TSERS was 0.16 percent of covered payroll. The 

employer contribution rate for members of LGERS is actuarially 

determined and varies among employers.

The Benefit Trust further includes the Separate Insurance 

Benefits Plan (“SIBP”) for State and Local Governmental Law 

Enforcement Officers. The Plan provides additional death 

benefits to active and retired law enforcement officers and 

additional accident and sickness insurance coverage for law 

enforcement officers.

Since current assets are more than adequate to support the 

benefits, the contributions to the Plan could continue to be 

suspended or benefits could be improved. 

Death benefit payments, calenDaR yeaR 2011

RetiRement SyStem memBeRS no. oF 
PAymentS

PAyment 
AmoUnt

teAcHeRS’ And StAte 
emPloyeeS’ 556 $21,200,000

locAl goveRnmentAl 
emPloyeeS’ 118 $4,700,000
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Additionally, the Benefit Trust includes the Retiree Death 

Benefit Plan. This plan is funded by participant contributions. 

Effective July 1, 2007, the benefit is $10,000 after 24 full months 

of contributions. If a participant’s death occurs before 24 full 

months of contributions, the benefit is limited to a refund of 

contributions plus interest.

Chart 5 below presents the distribution of revenues by source 

and expenditures by purpose. The number of deaths and 

amounts of benefit payments, according to member group, 

during 2011 are also provided in the chart below.

chaRt 5:

noRth caRolina teacheRs’ anD state employees’ benefit tRust

yeaR enDeD DecembeR 31, 2011

souRces of funDs

locAl goveRnmentAl emPloyeeS’ RetiRement SyStem deAtH BeneFit $4,400,000 5.09%

RetiReeS’ deAtH BeneFit $19,600,000 23.52%

teAcHeRS’ And StAte emPloyeeS’ RetiRement SyStem deAtH BeneFit $21,800,000 24.67%

legiSlAtive deAtH BeneFit $15,000 .02%

inveStment income $40,700,000 46.70%

applications of funDs

locAl deAtH BeneFitS PAid $4,500,000 5.25%

deAtH BeneFitS And inSURAnce PAid SiBP $963,000 1.10%

AdminiStRAtive exPenSeS $751,000 .86%

RetiRee deAtH BeneFitS PAid $17,900,000 20.57%

StAte deAtH BeneFitS PAid $20,400,000 23.41%

Addition to ReSeRveS FoR FUtURe BeneFitS $42,500,000 48.80%
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fiRemen’s anD Rescue squaD woRKeRs’  
pension funD
n.c.g.s. §§ 58-86-1 thRough 58-86-90
The Firemen’s and Rescue Squad Workers’ Pension Fund was 

created by the General Assembly in 1959 to provide benefits 

for certified firefighters. The statutes were amended to include 

certified rescue squad workers beginning January 1, 1982.

Both volunteer and paid personnel are included in the membership. 

Funded by an initial appropriation of $235,000, retroactive benefit 

payments amounting to $210,700 were made to 362 retirees 

during August 1962 to cover all benefits due and payable since 

July 1, 1961.

fiRemen’s anD Rescue squaD woRKeRs’ membeRship at 
June 30, 2011

Active memBeRS 39,734

RetiRed memBeRS 11,520

Invested assets at market value amounted to about $317.19 

million as of June 30, 2011. For more information about 

investments for the North Carolina Retirement Systems, please 

see the Investment Management Division section of this report.

Operations of the Firemen’s and Rescue Squad Workers’ 

Pension Fund during the 2010-11 fiscal year resulted in: 

• Total receipts of $19,816,900

• Total expenditures of $25,388,096 

The latest Actuary’s Valuation Balance Sheet, as of June 30, 

2011, is shown in Table 13 in the Statistical Tables section. Based 

on the latest actuary’s report, the General Assembly appropriated 

$10 million for the 2010-11 fiscal year. The annual appropriations 

will fund all future benefits, based on current service, and will 

fund, over a period of 12 years from June 30, 2011, the remaining 

accrued liabilities for past service.

Chart 6 presents the distribution of revenues by source and 

expenditures by purpose.

chaRt 6:  

fiRemen’s anD Rescue squaD woRKeRs’ pension funD

yeaR enDeD June 30, 2011

souRces of funDs

APPRoPRiAtion $10,000,000 50.86%

memBeR contRiBUtionS $2,700,000 13.82%

inveStment income $6,991,443 35.28%

miScellAneoUS income $8,000 .04%

applications of funDs

PenSion BeneFitS $24,000,000 121.53%

ReFUndS $450,425 2.27%

AdminiStRAtive exPenSeS $853,263 4.31%

Addition to ReSeRveS FoR FUtURe BeneFitS ($5,571,197) (28.11%)
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RetiRees’ health pRemiums funDs
Funds are remitted from employers through their monthly ORBIT 

payroll reporting process to pay individual coverage costs of 

retirees’ health insurance under the State Health Plan. Retirees 

from the Teachers’ and State Employees’, Consolidated Judicial, 

and Legislative Retirement Systems are eligible for coverage. 

Legislation allows selected employers in the Local Governmental 

Employees’ Retirement System to participate in the Retirees’ 

Health Premiums Fund. The method of collecting the employers’ 

payments is a surcharge on active members’ payroll payable with 

the employer contribution rate to the affected retirement system.

financial infoRmation foR 2011

Beginning FUnd BAlAnce $655,445,062

aDDitions:

emPloyeR contRiBUtionS $739,410,330

inveStment income $6,378,761

DeDuctions:

HeAltH PRemiUmS PAid $671,786,854

AdminiStRAtive exPenSe $352,715

enDing funD balance $729,094,584

legislative RetiRement funD
n.c.g.s. §§ 120-4.1 thRough 120-4.2
The Legislative Retirement Fund was created by the 1969 

session of the General Assembly as a retirement plan for 

members and elected officers of the North Carolina General 

Assembly. The Fund was abolished by the 1973 session 

(second session 1974). The abolishing act preserved the vested 

and inchoate rights of the members in the Fund so that all 

members and former members of the General Assembly, who 

had qualified by virtue of service as of 1974, are still in receipt 

of monthly allowances or may apply for and receive monthly 

allowances at age 65.

In the year ended December 31, 2011, there were 10 former 

members and officers of the General Assembly in receipt of 

allowances with a cost of $16,375. This cost is funded by a 

contribution of 5 percent of compensation paid by members at 

retirement and an annual general fund appropriation made to 

the General Assembly. This fund is not operated as a retirement 

fund, but as an expendable trust fund in which money is not 

added to the fund. Only the 10 members who applied for 

retirement during the years of operation are covered in this fund.

Disability income plan
n.c.g.s. §§ 135-100 thRough 135-113
The Disability Income Plan of North Carolina was created 

in 1987 by the North Carolina General Assembly. This plan 

replaced the former provisions for disability retirement under 

the Teachers’ and State Employees’ Retirement System and 

replaced the benefits provided under the former Disability 

Salary Continuation Plan.

The purpose of this plan is to provide equitable replacement 

income for eligible teachers and state employees who become 

temporarily or permanently disabled for the performance of their 

duty prior to retirement. Based on the latest actuarial report, the 

General Assembly set the employer contribution rate to fund this 

benefit at 0.52 percent of the covered payroll of the members of 

the Teachers’ and State Employees’ Retirement System, and the 

Optional Retirement Program, effective July 1, 2012.

Disability income plan statistics calenDaR yeaR 2010 anD 2011

2010 2011

nUmBeR oF diSABled memBeRS 6,480 10,802

new clAimS dURing tHe yeAR  1,250 3,338

emPloyeR contRiBUtionS $77,717,001 $77,044,109

inveStment income  $29,838,540 $40,954,945

AmoUnt oF BeneFit PAymentS $60,158,493 $63,657,797
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public employees’ social secuRity agency
n.c.g.s. §§ 135-19 thRough 135-26
The Public Employees’ Social Security Agency administers 

the state’s responsibility under the Social Security Agreement 

between the State of North Carolina and the United States 

Secretary of Health and Human Services. This agreement was 

entered into on July 16, 1951, and executed pursuant to authority 

in Section 218 of the Federal Social Security Act and Article 2, 

Chapter 135, of the General Statutes of North Carolina.

The provisions of the agreement require the Social Security 

Agency to provide the mechanics of coverage for the state and 

its qualified political subdivisions and act as a liaison between 

the state and the Social Security Administration.

national guaRD pension plan
n.c.g.s. § 127a-40
The National Guard Pension Plan (“Guard Plan”) was transferred 

to the Department of State Treasurer for payment of monthly 

benefits during the 1979 session of the General Assembly, 

effective July 1, 1979. This Plan pays allowances based on 

the certification of eligibility of former National Guardsmen by 

the Secretary of the Department of Crime Control and Public 

Safety.  Benefit payments are funded by State General Fund 

appropriations by the General Assembly. 

guaRD plan membeRship at DecembeR 31, 2011

BeneFiciARieS in ReceiPt oF montHly 
AllowAnceS 4,071

montHly AllowAnceS $6,953,632

The 1983 session of the General Assembly enacted legislation 

creating a trust fund for financing Guard Plan payments and 

requiring that the Plan be maintained on a generally accepted 

actuarial basis. Based on an actuarial study after passage of 

this legislation, the June 1984 session appropriated $1.7 million 

to begin actuarial reserve funding. The funding after mid-year 

budget cuts was $5.9 million.

RegisteRs of DeeDs’ supplemental pension funD
n.c.g.s. §§ 161-50 thRough 161-50.5
The Registers of Deeds’ Supplemental Pension Fund was created 

by the 1987 session of the General Assembly for the purpose of 

providing a supplement to the Local Governmental Employees’ 

Retirement System benefits for Registers of Deeds. The stated 

purpose of the Act was to attract the most highly qualified talent 

available within the state to that county office.

In October 1987, each county board of commissioners began 

remitting monthly to the Department of State Treasurer an 

amount equal to 4.5 percent of the receipts collected pursuant 

to Article 1 of Chapter 161 of the General Statutes for deposit 

to the credit of the Registers of Deeds’ Supplemental Pension 

Fund. Benefits from this Fund became payable beginning July 

1, 1988. 

Effective July 1, 2007, this funding was reduced to 1.5 percent. 

• As of December 31, 2011, this fund had total assets in the 

amount of $44.8 million.

• For the year ending December 31, 2011, the Fund paid total 

benefits in the amount of $1.5 million.
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the year’s Highlights
Operational Assessments
The Retirement Systems Division initiated independent reviews 

of three process areas – the Call Center and the Death and 

Disability units. External consultants were asked to review 

the Division’s operating practices, process management 

and communication within the three units. As a result of 

the independent findings, the Division began to implement 

recommendations including:

• Developing a quality control process

• Developing consistent communication materials

• Enhancing employee training 

• Reducing the employee to manager ratio in the Call Center

Enhanced Online Customer Information
The number of Retirement Systems members registered 

in ORBIT (Online Retirement Benefits through Integrated 

Technology) remained steady with more than 200,000 members 

during the fiscal year.

ORBIT, a web portal launched in 2007, enables members to 

access their retirement account information immediately and 

provides self-service by offering tools that help members make 

critical retirement planning decisions.

During the 2011-12 fiscal year, the Retirement Systems forms 

and estimators were relocated to the ORBIT landing page.  This 

enables the forms and estimators to be updated with the same 

business rules and at the same time as the forms and estimators 

located in the secure ORBIT portal.  

Personalized forms and the three estimators – Retirement 

Benefits, Transfer Benefits and Service Credit – remain available 

inside the secure ORBIT portal after a member logs in.

 
legislation
During the 2011 session, the North Carolina General Assembly 

enacted legislation to:

• Change the vesting period from five years to 10 years for 

TSERS general employees and law enforcement officers who 

become members on or after August 1, 2011. 

• Clarify and amend penalties for an employer’s late submission 

of a monthly report on retirees who have returned to work. If 

the employer does not submit the report within the required 

90 days, the Retirement System may assess the employer 

with a penalty of 10 percent of the compensation of the 

unreported retirees, with a minimum penalty of $25.

• Specify that it is a Class 1 Misdemeanor to fraudulently 

receive the retirement benefit of a deceased retiree at least 

two months after the retiree’s death. 

• Allow an Optional Retirement Program (“ORP”) member 

who leaves employment with the University of North 

Carolina System (“UNC”) to count any combination of 

TSERS, LGERS, Consolidated Judicial Retirement System, 

or ORP membership service toward vesting with five years 

of service, and not forfeit the UNC employer contributions 

held by the ORP member with fewer than five ORP years.

• Create a centralized 403(b) Retirement Annuity Plan as an 

option for employees of local boards of education.

communications
The Employee Training Unit and the publications function 

transitioned to join the Retirement Systems Communication Unit 

in March 2012. This new organizational alignment will enable 

the integration and consistency of information internally and 

externally. This newly consolidated unit also includes knowledge 

management and the development of forms and letters.  
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i n v e s t m e n t  m a n a g e m e n t  D i v i s i o n  s t at i s t i c s

2009-2010 2010-2011 2011-2012

totAl ASSetS oF nc RetiRement SyStemS $65.3 Billion $74.9 Billion $74.5 Billion

inveStment PeRFoRmAnce FoR tHe nc PenSion FUnd 12% incReASe 18.48% incReASe 2.21% incReASe

RetuRns fRom each asset class with the  
total pension funD

Fixed income 13.22% 5.32% 11.66%

gloBAl eqUity 14.31% 30.76% -5.98%

PRivAte eqUity 12.88% 15.24% 6.55%

Hedge FUndS 10.25% 6.84% -6.52%

ReAl eStAte -16.74% 18.16% 7.88%

cRedit StRAtegieS - 15.79% 0.37%

inFlAtion PRotection - -16.35% -10.67%

funDeD status

FUnded StAtUS oF tHe teAcHeRS’ And StAte emPloyeeS’ 
RetiRement SyStem (tSeRS) 95.90% 95.40% 94%
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The Investment Management Division (“IMD”) serves as the investment arm for the Department of State 
Treasurer. This Division employs over 20 investment professionals that provide the expertise for state 

government investing. IMD is responsible for the management of the Cash Management Program, the Pension 
Fund Investment Program (“Pension Fund”), and the Ancillary Investment Programs. At the end of the fiscal 
year ending June 30, 2012, total assets of these programs were $88.18 billion. 

pRogRam peRcentage of total assets in 2012

cASH mAnAgement PRogRAm main participants are the State’s general Fund and Highway Funds 13.96%

PenSion FUnd inveStment 
PRogRAm 

Assets of the teachers’ and State employees’ Retirement System, the consolidated 
Judicial Retirement System, the Firemen’s and Rescue Squad workers’ 
Pension Fund, the local governmental employees’ Retirement System, the 
legislative Retirement System, and the north carolina national guard Pension Fund. 
collectively, these systems and funds are referred to as the north carolina Retirement 
Systems (“Systems”).

84.45%

AncillARy inveStment 
PRogRAm

escheats Fund, Unc and Public Hospital Funds, the local government other Post-
employment Benefits Fund, and other non-pension assets invested in the core fixed 
income portfolio

1.59%

The Treasurer is directed by statute to establish, maintain, administer, manage and operate investment programs for all funds on deposit, 

pursuant to the applicable statutes. In doing so, the Treasurer has full powers as a fiduciary and, with the Investment Team, manages 

the investment programs so assets may be readily converted into cash when needed.

In establishing the comprehensive management program, the State Treasurer, utilizing a professional investment staff, has developed 

an investment strategy for each portfolio that recognizes the guidelines of the governing General Statutes and provides appropriate 

diversification. In addition to the Treasurer and the Investment team managing these programs, the Investment Advisory Committee 

(“IAC”) provides opinion on policies and general strategy for achieving investment of the pension fund, including asset allocation, in 

consultation with IMD staff. 
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cash management pRogRam Review
The Cash Management Program’s objective is to maximize income consistent with the principles of preservation of capital and liquidity. 

These investments include short-term money market accounts and bonds that typically get the best interest rates. Additionally, this 

program includes state bank deposits overseen by the Department of State Treasurer as the State’s banker.

Short-Term Investment Fund
The Short-Term Investment Fund (“STIF”) comprises 99.48 percent of the Cash Management Program. The Bond Proceeds Fund, 

managed by Sterling Capital, accounts for 0.52 percent of the Program. 

The STIF is an internally managed portfolio of highly liquid fixed income securities. These securities are primarily money market 

instruments and short- to intermediate-term U.S. Treasuries and Agencies. All bank accounts of the State Treasurer are included in 

this portfolio, which serves as the main operating account for state agencies. Because the Treasurer’s cash balances are ultimately 

subject to disbursement upon presentation of valid warrants, the primary consideration in making investments is safety and liquidity; 

the secondary consideration is income. For the fiscal year 2011-12, the STIF generated a cash return of 0.65 percent. The following 

graph provides STIF Asset Allocation as of June 30, 2012.

stif asset allocation as of 6/30/12

*   Definitions:
U.S. Treasuries – government debt issued by the United States Department of the Treasury
Certificates of Deposit – financial product commonly offered to consumers by banks, thrift institutions and credit unions
FDIC – FDIC-guaranteed notes
Repurchase Agreements – short-term collateralized loan
U.S. Agencies – debt from a federal government agency or government sponsored enterprise such as the Government National Mortgage Association (GNMA 
or Ginnie Mae), the Federal National Mortgage Association (FNMA or Fannie Mae), the Federal Home Loan Mortgage Corporation (FHLMC or Freddie 
Mac), Federal Home Loan Banks and Federal Farm Credit Banks

Certificates of Deposit
0.3%

FDIC 0.2%

US Treasuries
45.4%

US Agencies
40.4%

Repurchase
Agreements

13.7%
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The following chart provides historic returns for the fund as of June 30, 2012.

stif fiscal yeaR peRfoRmance

0

1

2

3

4

5

6

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

stif top ten positions as of June 30, 2012

issueR coupon matuRity Date paR value ($)

miZUHo SecURitieS RePo 0.180% 7/2/2012 1,250,000,000

wAcHoviA RePo 0.210% 7/2/2012 475,000,000

U.S. tReASURy note 0.625% 7/31/2012 450,000,000

U.S. tReASURy note 0.375% 8/31/2012 450,000,000

U.S. tReASURy note 0.375% 9/30/2012 450,000,000

U.S. tReASURy note 0.375% 10/31/2012 450,000,000

U.S. tReASURy note 0.500% 11/30/2012 450,000,000

U.S. tReASURy note 0.625% 1/31/2013 450,000,000

U.S. tReASURy note 0.625% 2/28/2013 450,000,000

U.S. tReASURy note 0.750% 3/31/2013 450,000,000

3.2%
2.9%

3.6%

4.7%
5.2%

3.4%

1.6%

1.0%
0.65%
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stif summaRy of bRoKeRs utilizeD DuRing fiscal yeaR 2011-12

Brokers are used to execute buy and sell orders on behalf of the fund, adding the benefit of experience in the field to investment 

decisions. Below is a list of brokers used to facilitate trades of securities during the fiscal year ending June 30, 2012.

BAnk oF AmeRicA HSBc SecURitieS RBc cAPitAl mARketS

BARclAyS cAPitAl JeFFeRieS & comPAny RBS gReenwicH cAPitAl

citigRoUP JP moRgAn cHASe StiFel nicolAUS

cRedit SUiSSe SecURitieS looP cAPitAl SUntRUSt cAPitAl mARketS

deUtScHe BAnk SecURitieS miZUHo SecURitieS UBS SecURitieS

FiRSt tenneSSee BAnk moRgAn keegAn wellS FARgo SecURitieS

goldmAn SAcHS moRgAn StAnley williAmS cAPitAl

pension funD investment pRogRam Review
The Investment Management Division’s goal is to maintain the long-term strength of the retirement systems by providing a consistent 

long-term actuarial rate of return while simultaneously minimizing risk in the portfolio. The portfolio contains long-term investments in 

stocks, bonds, real estate, private equity, hedged strategies, credit strategies and inflation protection. The Division conducts its activities 

in accordance with the Statement of Investment Policy approved by the Treasurer in consultation with the Investment Advisory 

Committee. This policy covers fiduciary standards of care, asset allocation ranges, rebalancing processes and other issues. 

North Carolina is consistently ranked in the top five of state retirement funding ratios. 

Operating Policy 
In all transactions executed for any investment program managed by the State Treasurer, the objective is to perform such 

business in the best interest of the beneficial owners of the trusts’ assets, which are North Carolina’s public employees, teachers, 

firefighters, police officers and other public workers. Within the pension fund, assets are divided into various classes of investments 

defined in the chart below. 

poRtfolio investment manDate examples

Fixed income investment Portfolio longer term investments investment grade corporate Securities, treasuries, 
Agencies, mBS

global equity investment Portfolio equity Securities Relationships with experienced investment advisors

Real estate investment Portfolio Real estate limited Partnerships* managed by experienced real 
estate advisors

Private equity investment Portfolio Private equity limited Partnerships* managed by experienced private 
equity advisors

Hedged Strategies investment Portfolio Hedge Funds A diversified mix of hedged strategies managed by 
experienced hedge fund of funds 

credit Strategies investment Portfolio credit oriented investments A diversified mix of credit-focused investment vehicles 
managed by experienced investment advisors

inflation Protection investment Portfolio inflation-linked investments A diversified mix of inflation-linked investment vehicles 
managed by experienced investment advisors

* Limited Partnerships are the standard vehicle for investment in private equity and real estate funds with a main purpose of buying interests in investments that, 
in general, are not publicly traded. The partnership has a General Partner whose responsibilities include making, monitoring and ultimately exiting investments 
to generate returns on behalf of the investors. The investors are known as Limited Partners.
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Pension Fund Strategy
The tradition of conservative fiscal management has served North Carolina’s public workers and taxpayers well throughout the years. 

The pension fund continues that tradition with a significant allocation in fixed income assets (bonds) combined with minimal exposure 

to high-risk assets and an increasingly diversified portfolio. The result of this strategy is a fund that is a top performer in turbulent 

economic and financial market environments, and steady in bull markets. The below chart outlines the one-, three-, five- and 10-year 

average returns and exposure to risk within the different percentiles of public funds in comparison to the performance and exposure 

to risk of the North Carolina pension fund.

national aveRage RetuRns anD exposuRe to RisK

RetuRns 1 yeaR 3 yeaR 5 yeaR 10 yeaR 

25tH PeRcentile 2.58% 12.63% 2.88% 7.08%

mediAn 1.09% 11.91% 1.82% 6.62%

75tH PeRcentile 0.24% 11.14% 1.14% 5.96%

nc pension funD 2.69% 11.16% 3.05% 6.66%

RisK

25tH PeRcentile 12.82 10.77 13.30 10.91

mediAn 11.12 9.68 12.36 10.23

75tH PeRcentile 9.32 8.46 11.07 9.24

nc pension funD 9.19 8.30 10.44 8.56

Source: BNY Mellon Total Funds – Public Funds $1+ billion (Gross of Fees) 

Fiscal Year Review
The fiscal year ending June 30, 2012 was a period of continued volatility in world markets and economies. Investors were presented 

with significant challenges over the last 12 months as anxiety caused by the ongoing European debt crisis, the China slowdown, and 

the overall slowing global economic growth resulted in increased market volatility and reduced equity returns. These macroeconomic 

factors largely contributed to the pension fund underperforming its actuarial rate of return. 

The overall performance for fiscal year 2011-12 was driven primarily by strong results in fixed income, real estate and private equity. 

The first half of the fiscal year was characterized by a sharp downward correction in the public equity markets driven by stress in the 

Eurozone and fears of a slowdown in the Chinese economy. Slower than expected growth in gross domestic product and high structural 

unemployment further weakened the equity markets.

Advances made to further diversify plan assets and decrease risk in the fund continued during fiscal year 2011-12. The Global Equity 

portfolio continued its shift from a historical bias toward domestic assets to a higher percentage of global assets, especially in emerging 

markets. The fund also continued to utilize flexibility achieved during the 2009 legislative session by building out the still young credit 

and inflation protection portfolios. Additionally, the pension fund has begun to utilize the authority that was gained in 2011 to increase 

the percentage of alternative investments allowed in the plan and the ability to hedge risks in the Global Equity portfolio. The pension 

fund will continue to use this additional flexibility over the coming years to further reduce risk while maintaining the earning potential 

of the portfolio.
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Total Pension Fund Structure
As of June 30, 2012, the pension fund maintained a market value of $74.5 billion. IMD is constantly monitoring the overall pension fund 

in an effort to control risk. The following chart highlights the strategic asset allocation targets over the past seven years.

cuRRent anD histoRical stRategic taRgets

 June 2006 June 2007 June 2008 June 2009 June 2010 June 2011 June 2012

Fixed income 39.5% 39.5% 39.5% 39.5% 38.0% 38.0% 36.0%

gloBAl eqUity 54.5% 52.0% 50.0% 50.0% 48.0% 40.5% 40.5%

ReAl eStAte 3.5% 5.0% 6.0% 6.0% 6.0% 8.0% 8.0%

AlteRnAtiveS 2.5% 3.0% 4.5% 4.5% 4.5% 4.5% 6.5%

cRedit StRAtegieS 0.0% 0.0% 0.0% 0.0% 1.5% 4.5% 4.5%

inFlAtion PoRtFolio 0.0% 0.0% 0.0% 0.0% 1.5% 4.5% 4.5%

IMD utilizes rebalancing to ensure the overall portfolio weights stay in line with the target ranges. Asset allocation and a disciplined 

approach to rebalancing assist in controlling the level of risk that an investment portfolio experiences. 

pension funD asset allocation as of June 30, 2012

 mARket vAlUe PoRtFolio weigHt tARget weigHt tARget RAnge

fixeD income $27,535,997,652 36.98% 36.0% 34.0% - 42.0%

global equity $31,996,540,642 42.97% 40.5% 35.0% - 50.0%

Real estate $5,774,722,557 7.75% 8.0% 5.0% - 10.0%

pRivate equity $3,563,887,274 4.79%
6.5% 0% - 7.5%

heDgeD stRategies $267,936,619 0.36%

cReDit stRategies $3,114,607,799 4.18% 4.5% 0% - 5.0%

inflation poRtfolio $2,213,621,508 2.97% 4.5% 0% - 5.0%

total funD $74,467,314,051 100.0% --- ---
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Total Fund Performance
The pension fund has underperformed its custom benchmark 

over the past fiscal year. The following chart provides fiscal year 

returns for each asset class within the total pension fund. 

For the fiscal year, the fund returned 2.21 percent, net of fees. 

Compared to its peer group plans, the fund outperformed 

the median public plan with greater than $1 billion for one-, 

five- and 10-year time periods, according to BNY Mellon. The 

charts below provide a snapshot for the total pension fund’s 

annualized performance and performance by asset class for 

one-, three-, five- and 10-year periods.

2012 fiscal yeaR RetuRns

Fixed income 11.66%

gloBAl eqUity -5.98%

ReAl eStAte 7.88%

PRivAte eqUity 6.55%

Hedged StRAtegieS -6.52%

cRedit StRAtegieS 0.37% 

inFlAtion -10.67%

totAl PenSion FUnd 2.21%

total pension funD annualizeD peRfoRmance 
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Fiscal 2012 Tr. 3 Year Tr. 5 Year Tr. 10 Year

 

                                totAl PenSion FUnd      totAl PenSion cUStom BencHmARk*

* The Total Pension Custom Benchmark consists of the dynamically weighted return of the Fixed Income Benchmark, Custom Equity Benchmark, Custom Real 
Estate Benchmark, Custom Alternatives Benchmark, Custom Credit Benchmark and Custom Inflation Benchmark. 

2.21%
3.06%

10.68%
11.4%

2.64% 2.82%

6.38% 6.31%



i n v E S t M E n t  M a n a G E M E n t  d i v i S i o n

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

44

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

45

i n v E S t M E n t  M a n a G E M E n t  d i v i S i o n

The following chart details performance by asset class and also provides the benchmarks or target returns.

annualizeD peRfoRmance as of June 30, 2012

  1-yeaR 3-yeaR 5-yeaR 10-yeaR

total pension plan
total Pension custom Benchmark1

2.21%
3.06%

10.68%
11.40%

2.64%
2.82%

6.38%
6.31%

fixeD income poRtfolio
custom Fixed income Benchmark2

11.66%
12.84%

10.01%
9.94%

9.13%
8.69%

7.31%
7.02%

global equity investment poRtfolio
custom global equity Benchmark3

-5.98%
-5.92%

12.01%
11.84%

-1.89%
-2.35%

5.28%
4.85%

Real estate investment poRtfolio
custom Real estate Benchmark4

7.88%
13.68%

2.0%
5.84%

-4.57%
-0.20%

3.5%
6.54%

pRivate equity investment poRtfolio
custom Private equity Benchmark5

6.55%
7.73%

11.49%
26.02%

4.19%
4.42%

4.96%
7.07%

heDgeD stRategies investment poRtfolio
custom Hedged Strategies Benchmark6

-6.52%
-2.57%

3.26%
1.87%

-1.91%
3.61%

-
5.17%

cReDit stRategies investment poRtfolio
custom credit Strategies Benchmark7

0.37%
-2.20%

-
-

-
-

-
-

inflation pRotection investment poRtfolio
custom inflation Portfolio Benchmark8

-10.67%
-10.13%

-
-

-
-

-
-

1 The Total Pension Custom Benchmark consists of the dynamically weighted return of the Fixed Income Benchmark, Custom Equity Benchmark, Custom Real Estate 
Benchmark, Custom Alternatives Benchmark, Custom Credit Benchmark and Custom Inflation Benchmark.

2 The ML Custom Benchmark consists of 40% Gov’t 5+yr / 35% Corp. (Inv. Grade - BBB Max 25%) 5+yr / 25% Mtg. Master.
3 The Custom Non-US Benchmark is the MSCI ACWI ex US IMI Index.
4 90% NCREIF Open End Funds Index and 10% FTSE EPRA / NAREIT Global Securities Index.
5 The Custom Private Equity Benchmark is the custom Cambridge Associates Benchmark. 
6 The Custom Equity Hedge Benchmark is the return of the MSCI World Index beta adjusted to the target beta of the Equity Hedge portfolio. 
7 The Custom Credit Benchmark consists of 50% HFRX Distressed / 20% HFRX Relative Value / 15% CS Leveraged Loan / 15% BOA High Yield.
8 The Custom Inflation Benchmark is the dynamically weighted return of the Private Energy Benchmark (Cambridge Energy) and the Commodities Benchmark 

(DJ-UBS Commodities Index).
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coRpoRate goveRnance 
The Department of State Treasurer maintains a corporate 

governance program to enhance long-term shareholder value. 

The pension fund works through proxy voting, shareholder 

resolutions, dialogue with corporate leaders and regulatory 

agencies, and collaboration with other institutional investors to 

create long-term value for portfolio companies.

Board Declassification
The Department believes that directors should be elected on 

an annual basis. Studies show that a move to annual elections 

makes directors more accountable and thereby contributes to 

improved performance and increased shareholder value. During 

the 2012 proxy season, the North Carolina Retirement Systems 

submitted 25 shareholder board declassification proposals to 

increase the accountability of directors by urging a repeal of the 

companies’ classified board structures and a move to annual 

elections. The Retirement Systems partner with Professor 

Lucian Bebchuk and the Harvard Law School Shareholder 

Rights Project (“SRP”) to implement this initiative and assist in 

company engagement.

The SRP focuses on the firms in the S&P 500 stock index with 

classified board structures.  This initiative has resulted in 14 

companies agreeing to put forth management proposals. Of the 

13 proposals that went to a vote this proxy season, 10 passed, 

receiving 99 percent of the votes cast. These 10 companies have 

all amended their bylaws to move to an annual election cycle. 

Of the 11 Retirement Systems proposals filed, nine passed with 

an average support of 83 percent of the votes cast, leading one 

company to amend its bylaws and three other companies to 

agree to put forward a management proposal next year.

Proxy Access
The Department believes that companies should provide access 

to the management proxy for long-term shareowners who own 

a minimum percentage of company shares. Today, shareowners’ 

access to the proxy is a common right in countries around the 

globe, and a handful of U.S. companies have voluntarily adopted 

access mechanisms.

Given the long history of poor governance practices at energy-

drilling company Nabors Industries, the Retirement Systems, 

along with eight other public pension funds, filed a shareowner 

resolution asking Nabors’ board of directors to grant substantial, 

long-term shareholders the right to nominate directors using 

the company’s proxy statement. The board has a record of 

awarding excessive CEO compensation and perks despite 

long-term underperformance, and has been unresponsive to 

shareowner concerns. The board had negotiated a $100 million 

non-performance award that was triggered when CEO Eugene 

Isenberg relinquished his title. This payment was later waived 

in response to shareowner outrage. Proxy advisory firm Glass 

Lewis has given Nabors an “F” for its pay-for-performance 

model, the worst possible rating, over the last three years.  

The North Carolina Retirement Systems was part of a larger 

group of 11 public institutional investors that had called on the 

Nabors’ board to implement governance reforms, including 

replacing three directors, naming an independent chair and 

adopting a majority vote standard.

At the June annual meeting, the proxy access shareowner 

resolution received a majority of shareowner votes to officially 

nominate directors. This non-binding resolution was the first 

time such a measure had received majority support since the 

Securities and Exchange Commission measure to impose such 

a rule was blocked by a court ruling.
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Political Spending Disclosure
The Department believes that boards should develop and 

disclose publicly their guidelines for approving charitable and 

political contributions. Boards should disclose on an annual basis 

the amounts and recipients of all monetary and non-monetary 

contributions made by the company during the prior fiscal year. 

In addition, the Department believes that companies should have 

board oversight policies to make sure that such expenses are in 

the best interest of the shareholder.

In 2012, Treasurer Cowell joined seven other elected officials, 

including North Carolina State Representative William Current, 

to sign a letter to the Securities and Exchange Commission 

requesting that it develop rules requiring disclosure of political 

spending. In addition, this year, the Retirement Systems sent 

letters requesting Devon Energy and Halliburton provide full 

disclosure of political spending, including contributions made to 

527s and trade associations, as well as develop a board oversight 

policy. Finally, during the 2012 proxy season, the Retirement 

Systems, in partnership with Investor Voice and the Center 

for Political Accountability, filed a shareholder resolution with 

Nike asking the company to disclose political contributions and 

spending on a semiannual basis. All three companies – Devon 

Energy, Halliburton and Nike – were ranked in the bottom tier of 

S&P 100 companies, according to the 2011 Center for Political 

Accountability-Zicklin Index of Corporate Political Accountability 

and Disclosure.

Diversity
In May 2010, the Department partnered with the Director 

Diversity Initiative (“DDI”), a joint project with the Center of 

Banking and Finance and the Center for Civil Rights at the 

University of North Carolina at Chapel Hill School of Law. The 

partnership identifies potential directors and encourages them 

to attend a daylong board training and register with the DDI 

Database.

As part of this initiative, in May 2012 the Department sponsored 

“Broadening Corporate Diversity: Earning a Board Seat,” an 

event designed to help attendees master the skills needed 

to serve on boards. The annual event also provides realistic 

approaches to advancing candidacy and gives guidelines for 

evaluating opportunities to serve on boards. 
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fixeD income
As of June 30, 2012, the fixed income allocation maintained a market value of $27.5 billion, representing 36.9 percent of the pension 

fund.  The pension fund’s core Long-Term Investment Portfolio (“LTIP”) represents the bulk of the fixed income assets with a market 

value of $26.8 billion. The balance of the fixed income assets are in non-core strategies. 

Core Fixed Income Structure
The LTIP is an internally managed investment grade fixed income portfolio that takes an enhanced approach to generating excess 

returns versus an assigned benchmark. The portfolio is structured to provide an intermediate duration profile that better matches the 

pension fund’s longer duration liability stream versus a short duration fixed income portfolio. Because of this approach, the duration of 

the portfolio tends to be relatively long.  Duration is a measure of a bond’s price sensitivity to changes in interest rates. The portfolio 

comprises U.S. Treasuries, Agencies, Corporate Bonds, and GNMA mortgage-backed securities. The following chart displays the 

allocation of the LTIP by investment and by quality, or credit rating, of investment.

ltip sectoR allocation as of 6/30/12

Cash 0.6%

Government
(US Treasuries 

& Agencies)
35.5%

Mortgage-Backed
25.1%

Corporates
38.8%

*Credit Quality based on Moody’s Ratings

Fixed Income Market Overview
The fiscal year began with S&P downgrading the U.S. credit rating from AAA to AA+ in August, citing concerns over limited debt 

reduction measures. Despite the downgrade in quality, Treasury yields rallied amid concerns over the European debt crisis and slowing 

global growth. September brought more stimulus action from the Federal Reserve, as they announced “Operation Twist.” The policy 

involved selling $400 billion in short-term Treasuries and the purchase of longer dated bonds, with the intention of being accommodative 

by putting pressure on longer term rates. While some domestic growth and optimism began to show in late 2011 and early 2012, it faded 

quickly on weak economic data and lingering European and banking sector concerns. By the end of the fiscal year, the net changes 

resulted in a flatter yield curve that was materially lower on the back end. Five-year UST yields were down 100 basis points, while 

10 and 30 UST yields were down roughly 150 basis points. Although Treasury securities benefitted from a flight to quality, corporate 

spreads widened during the end of 2011 before returning to the levels from the previous fiscal year end.
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Below are the lists of the top 10 corporate exposures within the LTIP and a summary of brokers utilized to trade securities in the portfolio.

ltip top 10 coRpoRate positions as of June 30, 2012

coRpoRate issueR % of ltip

BAnk oF AmeRicA 1.3%

JP moRgAn 1.1%

At&t 1.1%

geneRAl electRic 1.0%

goldmAn SAcHS 0.9%

citigRoUP 0.9%

moRgAn StAnley 0.7%

veRiZon 0.7%

wAl-mARt 0.7%

wellS FARgo 0.7%

ltip summaRy of bRoKeRs utilizeD DuRing fiscal yeaR 2012

BAnk oF AmeRicA

BARclAyS cAPitAl

Bny mellon

BnP PARiBAS

BB&t cAPitAl

cAntoR FitZgeRAld

cARolinA cAPitAl mARketS

citigRoUP

cRoSS Point cAPitAl

cRedit SUiSSe SecURitieS

deUtScHe BAnk SecURitieS

FiRSt tenneSSee BAnk

goldmAn SAcHS

HSBc SecURitieS

JP moRgAn cHASe

JeFFeRieS & comPAny 

keyBAnc cAPitAl

miZUHo SecURitieS

moRgAn keegAn

moRgAn StAnley

RBc cAPitAl mARketS

RBS gReenwicH cAPitAl

StiFel nicolAUS

SUntRUSt cAPitAl mARketS

UBS SecURitieS

US BAncoRP

wellS FARgo SecURitieS

williAmS cAPitAl
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Core Fixed Income Performance
For the fiscal year, the LTIP returned 12.11 percent net of fees, underperforming the benchmark return of 12.84 percent. While the 

portfolio remained ahead of the benchmark on longer time periods, the underperformance for the fiscal year was driven by the 

combination of a short relative duration position and declining rates.  

long teRm investment poRtfolio annualizeD peRfoRmance
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     ltiP   cUStom Fixed income BencHmARk

12.11%
12.84%

10.15%
9.95%

9.28%
8.69%

7.38% 7.02%
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Non-Core Fixed Income Structure
The non-core component consists of a liquidity allocation to the Short-Term Investment Fund and two opportunistic allocations to 

externally managed high quality Residential Mortgage-Backed Securities (“RMBS”) and Commercial Mortgage-Backed Securities 

(“CMBS”) strategies. The RMBS and CMBS strategies were executed in response to market dislocations during the credit crisis 

and were structured to take advantage of attractive risk/return opportunities in high quality mortgage debt. 

The non-core strategies include allocations to STIF ($200 million), and investment grade RMBS ($400 million) and CMBS ($200 million).

Non-Core Fixed Income Performance
The non-core fixed income composite posted a return of 6.16 percent for the fiscal year. The mortgage-backed securities strategies 

produced strong results, with the RMBS and CMBS portfolios producing returns of 3.80 percent and 8.34 percent, respectively, for 

the fiscal year ending June 30, 2012.

non-coRe fixeD income
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         non-coRe Fixed income

6.16%

8.98%
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global equity 
The Global Equity portfolio ended fiscal year 2011-12 at $32 billion. As a percentage of the pension fund’s assets, the Global Equity 

allocation was 43 percent on June 30, 2012 versus 45.3 percent on June 30, 2011. 

All investments of the Global Equity portfolio are managed externally according to one of two different strategies: passive or active. 

Passive investments track existing indexes in relatively efficient markets. Actively managed portfolios give the manager discretion to 

make investment decisions within the parameters of the portfolio’s mandate. The following chart provides percentage of distribution 

between these types of strategies.

global equity active & passive allocation

Cash/Transition
1.8%

Active
55.3%

Passive
43.0%

The Global Equity portfolio maintains prudent diversification within the broad equity market.  The portfolio is also categorized into U.S. 

Large-Cap, U.S. Mid-Cap, U.S. Small-Cap and Non-U.S. investments.  As of June 30, 2012, U.S. investments were 51.7 percent of the 

portfolio and non-U.S. investments were 48.3 percent. 

global equity style allocation

Core
60.7%

Value
18.6%

Growth
19.0%

Cash/Transition
1.8%

global equity segment allocation
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Developed Int’l
35.7%

Dom. Large Cap
37.6%

Dom. Small Cap
3.1%

Dom. Mid Cap
4.2%

Equity Hedge 0.4%
Cash/Transition 1.8%

Rebalance 3.8%

Global
5.2%

Emerging Int’l
4.5%

Int’l Small Cap
3.4%

Frontier
0.5%

Global Equity Market Overview
The 2011-12 fiscal year was a challenging period for all investors. Global equity markets experienced increased market volatility and 

lower returns as a result of the instability of the Eurozone and the ongoing European debt crisis, the slowdown in China, and the overall 

slowing global economic growth. While the U.S. equity markets held steady as represented by the 3.84 percent return of the Russell 

3000 index, international markets, as represented by the MSCI ACWI ex-US IMI, experienced a considerable decline of 14.79 percent.   

Global Equity Performance
For the fiscal year, the Global Equity portfolio declined 5.98 percent, net of fees, underperforming its benchmark return by 0.1 percent. 

The underperformance was due to U.S. equity managers’ underperformance, which more than offset global and non-U.S. managers 

outperforming their relative benchmarks. The graph on the next page illustrates the fiscal year performance against the benchmark, 

as well as the three-, five- and 10-year trailing returns.
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global equity investment poRtfolio annualizeD peRfoRmance
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global equity poRtfolio investment aDvisoRs (fy enDing 2012)

Below is a list of the Global Equity investment advisor relationships and top ten holdings as of June 30, 2012.

inveStment AdviSoRS Style mARket vAlUe ($)

BRown AdviSoRy gRowtH SmAll-cAP Active 256,368,408

eARneSt PARtneRS vAlUe SmAll-cAP Active 238,267,690

nUmeRic vAlUe SmAll-cAP Active 215,929,282

SteRling vAlUe SmAll-cAP Active 183,001,835

nUmeRic gRowtH SmAll-cAP Active 87,188,470

mcm mid cAP mid-cAP PASSive 262,907,283

wellington mid cAP mid-cAP Active 667,974,313

timeSSqUARe gRowtH mid-cAP Active 263,548,952

timeSSqUARe FocUSed gRowtH mid-cAP Active 133,718,134

RHUmBline R200 lARge-cAP PASSive 3,190,013,308

mcm lARge cAP lARge-cAP PASSive 2,202,469,271

FiRSt citiZenS lARge-cAP PASSive 1,283,858,690

SAndS gRowtH lARge-cAP Active 1,228,094,655

HotcHkiS lARge cAP vAlUe lARge-cAP Active 1,133,715,330

wellington lARge cAP vAlUe lARge-cAP Active 819,612,850

RelAtionAl inveStoRS lARge-cAP Active 679,778,373

Piedmont StRAtegic coRe lARge-cAP Active 650,848,336

wellington gRowtH All-cAP Active 832,467,078

-5.98%

12.01%

-1.89%

5.28%

-5.92%

11.84%

-2.35%

4.85%   gloBAl eqUity 
inveStment PoRtFolio

 cUStom eqUity BencHmARk
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non-u.s. global equity poRtfolio investment aDvisoRs (fy enDing 2012)

The list below includes investment style and market value. Active investing is highly involved, while passive investing focuses more on 

the potential for long-term appreciation. The second list details the top holdings in the portfolio and the percentage of each.

investment aDvisoRs style maRKet value ($)

BAillie giFFoRd eAFe PlUS non-U.S. Active 1,343,201,442

gmo inteRnAtionAl non-U.S. Active 1,230,248,136

wellington inteRnAtionAl non-U.S. Active 1,026,516,847

mondRiAn eAFe non-U.S. Active 880,046,451

wAlteR Scott eAFe non-U.S. Active 854,385,377

oecHSle Select non-U.S. Active 775,889,850

inveSco eAFe non-U.S. Active 738,291,808

BlAckRock inteRim emeRging non-U.S. Active 506,103,340

BlAckRock emeRging non-U.S. Active 365,646,405

FRAnklin temP. inteRnAtionAl Sc non-U.S. Active 295,555,568

BAillie giFFoRd emeRging non-U.S. Active 294,411,682

mondRiAn inteRnAtionAl Sc non-U.S. Active 280,755,927

mondRiAn emeRging non-U.S. Active 279,620,012

BlAckRock FRontieR non-U.S. Active 147,507,402

BlAckRock mSci Acwi ex-US imi non-U.S. PASSive 3,310,834,278

BlAckRock inteRim Acwi ex-US non-U.S. PASSive 569,000,279

BlAckRock mSci Acwi ex-US Sc non-U.S. PASSive 512,966,501

BlAckRock mSci cAnAdA non-U.S. PASSive 409,569,045

BlAckRock mSci eAFe imi non-U.S. PASSive 281,487,682

longview gloBAl eqUity gloBAl-Active 976,432,884

BRAndeS gloBAl eqUity gloBAl-Active 676,629,342

AgA gloBAl StRAtegy gloBAl-Active 5,595,616

glAdiUS ReBAlAnce 1,213,426,211

tigeR tAR Heel PARtneRS eqUity Hedge 130,070,613

global equity top 10 holDings (fy enDing 2012)

company % of eip company % of eip

APPle inc. 1.66% wellS FARgo & co. 0.67%

exxon moBile coRP. 0.93% Hewlett-PAckARd co. 0.59%

micRoSoFt coRP. 0.72% geneRAl electRic 0.58%

PePSico inc. 0.67% google 0.57%

PFiZeR inc. 0.67% JPmoRgAn cHASe & co. 0.52%
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equity heDges
Hedging techniques are used to reduce exposure to various risks. Hedging against investment risk means strategically using instruments 

in the market to offset the risk of adverse price movements. Equity hedge strategies are expected to reduce the volatility of the Global 

Equity portfolio while achieving equity-like returns. The market value of the Equity Hedge portfolio at fiscal year end was $130 million, 

representing 0.41 percent of the Global Equity portfolio.

Equity Hedge Performance
The Equity Hedge investment portfolio began with an initial investment in May 2012, resulting in a track record that is far too short to 

evaluate. Macro concerns drove equity market gyrations during the latter part of the fiscal year. The portfolio returned negative 7.10 

percent, for the two months ending June 30, 2012, underperforming its custom benchmark over those two months. 

Real estate
As of June 30, 2012, the Real Estate Investment Portfolio (“REIP”) was valued at $5.8 billion. The REIP is an actively managed portfolio 

of both open-end and closed-end commingled funds as well as separate account mandates. The REIP allocation as a percentage of 

pension fund assets has grown to 7.75 percent at fiscal year end.  

The REIP maintains a “Core Plus” strategy, seeking the majority of returns from income as opposed to capital appreciation. Core real 

estate is represented by well-located, stable properties with high occupancy levels. Core investment returns are primarily driven by 

property income with debt levels typically at 0-50 percent of property value. Value-added real estate generally requires some additional 

leasing and moderate tenant improvements before the properties are sold. Returns are derived from both income and capital appreciation 

with debt levels ranging from 50 percent to 65 percent of property value. Upon completion of value-added strategies, assets become 

core and can be sold at premium valuations. Opportunistic real estate investments require significant capital expenditures. Returns are 

derived from capital appreciation due to the lack of “going-in” cash flows. Opportunistic strategies include development, redevelopment, 

restructuring, land and distressed properties. These investments have high debt levels typically between 65 percent and 80 percent 

of property value. At fiscal year end, the REIP’s exposure to core and value-added strategies was 64 percent versus 36 percent in 

Opportunistic funds. The chart below outlines these allocations:   

stRategy allocation (baseD on valuation)

Core
41.6%

Cash
0.5%

Value-added
21.7%

Opportunistic
36.1%
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In addition, the analysis of new investments focuses on location and property types, and employs a moderate level of risk. The REIP 

continues its objective by expanding into a variety of property types including debt, industrial, land, lodging, multi-type, office, multi-

family residential, single-family residential, retail and timber. The chart below displays the percentage of each property type allocation 

as of June 30, 2012.

sectoR allocation (baseD on valuation)*

Office
28.0%

Residential
15.7%

Retail
11.4%Industrial

9.9%

Lodging
9.9%

Multi-type
9.5%

Land
3.5%

Timber
10.8%

Healthcare
1.3%

Geographically, the REIP has a North American focus, yet is diversified among the South, East, West and Midwest regions. International 

investment exposure is approximately 18 percent, with the majority split between Europe and Asia. The following charts show the U.S. 

and global geographic allocations as of June 30, 2012.

Domestic allocation

WEST
37% MIDWEST

10%

SOUTH
19%

EAST
34%

geogRaphic allocation (baseD on valuation)

North America
82.1%

Europe
9.0%

Asia
7.7%

South America
1.2%
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Real Estate Market Overview
During the fiscal year, the commercial real estate market 

recovery continued, but at a more moderate pace than last year. 

The global REIT market benchmark gained 2.4 percent during 

the fiscal year and the private equity real estate benchmark, 

the NCREIF-ODCE, gained 14.66 percent. This is compared 

with gains of 33.4 percent and 20.1 percent in fiscal year 2011, 

respectively.  The commercial real estate market recovery mirrors 

that of the broader economy, where slowing GDP and job growth 

are ongoing concerns. Continued high structural unemployment, 

evidenced by the U.S. unemployment rate of 8.3 percent and the 

Eurozone rate of 11.1 percent, negatively impacts the real estate 

sector and creates leasing challenges, since businesses that are 

not hiring often do not require additional space.

In the U.S., attractive financing is available today for well-located 

properties, but difficult to obtain for higher risk strategies such as 

development. Therefore, expansion of new supply is not an issue 

today as was the case in past real estate cycles. Core transactions 

are trading at sub 5 percent capitalization rates. In the non-core 

space, wide bid/ask spreads are still common. With the 10-year 

Treasury ending the quarter with a yield of only 1.64 percent, 

the global search for yield continues, making the acquisition of 

core properties highly competitive. A further confluence of forces, 

including increased institutional investor allocations to alternative 

assets, public REITs accessing low-cost capital, an increasing 

sovereign wealth fund market presence, and large open-end real 

estate fund entry queues magnifies the appetite for core real 

estate. Therefore, purchasing core real estate today continues to 

be an expensive proposition, but manufacturing it presents a clear 

and profitable exit strategy if executed effectively.

In Europe, sovereign debt issues are a concern and banks are 

curtailing lending in the face of new regulations. This is reducing 

the availability of liquidity in debt markets, especially secondary 

markets. While western economies have enacted measures 

to support real estate valuations, most Asian markets, with 

the exception of Japan, instituted government policies to curb 

residential price appreciation. In China, government programs 

may ease due to weaker economic growth forecasts. Recent 

office rental rate declines in Singapore and Hong Kong are 

attributed to landlords seeking to maintain high occupancies 

following rent spikes last year, since these markets are still 

characterized as having low vacancy with limited new supply.    

Real Estate Performance
For the fiscal year 2011-12, the REIP returned 7.88 percent, 

net of fees, underperforming its custom benchmark return of 

13.60 percent. Benchmark issues are an industry-wide problem. 

Recently, partnerships among major industry consultants, 

associations and research organizations have been developed to 

address the lack of options, especially those that reflect non-core 

strategies. The current REIP benchmark only reflects core real 

estate, which is only 42 percent of the REIP. As shown above, 

core has outperformed non-core in this post-crisis era due to a 

global search for yield. REIP management is an active member 

of the Pension Real Estate Association, which has teamed with 

the Investment Property Databank to produce a new benchmark 

to address this issue. The REIP is positioned to outperform its 

current benchmark by manufacturing core assets in order to exit 

where a large pool of core buyers exists.

Real estate investment poRtfolio annualizeD peRfoRmance
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Real estate investment aDvisoRs (fy enDing 2012)

Below is a list of the real estate investment advisors and fund relationships as of June 30, 2012.

Reip aDvisoRs anD funDs maRKet value ($) Reip aDvisoRs anD funDs maRKet value ($)

noRtHRock coRe FUnd, l.P. 487,095,562 RlJ ReAl eStAte FUnd iii, l.P. 34,320,395

cAmPBell timBeR FUnd iii 376,733,332 cRoSSHARBoR inStl PARtneRS, l.P. 33,564,728

JP moRgAn StRAtegic PRoPeRty FUnd 359,491,502 JeR ReAl eStAte PARtneRS iii, l.P. 32,174,625

timBeRlAnd inv ReS - nAHele 234,653,849 RlJ lodging FUnd ii, l.P. 32,100,261

BlAckStone Re PARtneRS vi, l.P. 224,818,556 dRA g&i FUnd v co-inveStment, llc 31,593,535

UBS tRUmBUll PRoPeRty FUnd 212,275,419 lem Re meZZAnine FUnd ii, l.P. 30,437,147

keyStone indUStRiAl FUnd ii, l.P. 166,874,620 cRoSSHARBoR inSt inveStoRS ii                               30,015,227

noRtHcReek FUnd lP                                          146,639,141 dRA gRowtH & income FUnd vi, llc 29,993,302

RReeF gloBAl oPP FUnd ii, llc 116,998,006 SRi nine Reit 28,770,940

UBS tRUmBUll PRoPeRty income FUnd 115,197,660 mSReF v inteRnAtionAl, l.P. 27,408,107

lone StAR ReAl eStAte FUnd ii 112,580,824 wcP Re FUnd iii                             27,393,267

BlAckStone Re PARtneRS v, l.P. 110,736,642 PAlAdin lAtin AmeRicAn PARtneRS iii, l.P.                          25,298,125

StARwood Sdl/SoF vii co-inv 110,111,487 BRookField Re Fin FUnd iii                                  23,420,228

StARwood oPPoRtUnity FUnd vii, l.P. 107,816,283 BenSon elliot Re PARtneRS ii, l.P. 23,117,948

cim URBAn Reit, llc 105,955,471 Penwood cSiP i, l.P. 22,279,569

mSReF vi , l.P. 104,638,644 AmeRicAn vAlUe PARtneRS FUnd i, l.P. 21,938,389

PRUdentiAl PRiSA 101,339,154 JeR ReAl eStAte PARtneRS iv, l.P.                                        17,770,153

keyStone indUStRiAl FUnd i, l.P. 98,672,240 vAlUe enHAncement FUnd iv 17,623,479

wARBURg PincUS ReAl eStAte i, l.P. 94,330,834 cHeRokee inveStmentS PARtneRS iv, l.P. 17,097,591

dlJ ReAl eStAte cAPitAl PARtneRS iii, l.P. 91,531,830 FRogmoRe ReAl eStAte PARtneRS ii, l.P. 16,444,196

dRA gRowtH & income FUnd v, llc 87,231,592 PAtRiA BRAZil ReAl eStAte FUnd ii                                    14,721,003

cRow HoldingS ReAlty PARtneRS v, l.P. 86,788,514 Ag coRe PlUS ReAlty FUnd i, l.P. 13,063,091

cBRe StRAtegic PARtneRS v, l.P. 79,393,031 FRogmoRe ReAl eStAte PARtneRS i, l.P. 12,618,494

RockPoint ReAl eStAte FUnd iii, l.P. 71,783,748 cRow HoldingS ReAlty PARtneRS iv-A, l.P. 12,023,537

dlJ ReAl eStAte cAPitAl PARtneRS iv, l.P. 69,731,881 RReeF goF ii - 2010 SenioR note                            10,235,650

Rockwood cAPitAl Re PARtneRS vi, l.P. 68,283,133 dB ReAl eStAte gloBAl oPPS i-A/i-B, l.P. 7,946,986

Rockwood cAPitAl Re PARtneRS vii, l.P. 64,020,239 Ag ASiA ReAlty FUnd ii, l.P. 7,742,629

BlAckStone Re PARtneRS vii                                  63,358,921 RockPoint ReAl eStAte FUnd i, l.P. 7,568,085

Ag coRe PlUS ReAlty FUnd ii, l.P. 62,447,292 dRA gRowtH & income FUnd iv, llc 7,489,080

teRRA FiRmA deUtScHe Annington, l.P. 59,457,145 BenSon elliot Re PARtneRS iii, l.P. 4,738,517

Penwood PSiP ii, l.P. 58,944,812 cHeRokee inveStmentS PARtneRS iii, l.P. 4,571,838

SRi eigHt Reit 56,697,998 dlJ ReAl eStAte cAPitAl PARtneRS ii, l.P. 4,571,355

SRi Seven Reit 53,355,399 weStBRook ReAl eStAte FUnd iv, l.P. 3,974,927

Ag net leASe ReAlty FUnd ii, l.P. 52,317,663 weStBRook ReAl eStAte FUnd iii, l.P. 3,422,774

cRow HoldingS ReAlty PARtneRS iv, l.P. 48,445,006 vAlUe enHAncement FUnd ii 2,922,963

RockPoint ReAl eStAte FUnd ii, l.P. 44,281,527 SRi ten Reit 2,691,444

dRA gRowtH & income FUnd vii, llc 43,047,082 Rmk emeRging timBeRlAnd FUnd 763,512

HAwkeye (ScoUt) FUnd 1-A, l.P.                                          41,804,113 weStBRook ReAl eStAte FUnd ii, l.P. 340,268

HARRiSon StReet Re PARtneRS ii                              37,363,470 cignA ReAlty oPen-end FUnd 296,572

Rockwood cAPitAl Re PARtneRS viii, l.P. 37,119,027 weStBRook ReAl eStAte FUnd i, l.P. 232,220

StAg inveStmentS ii, llc 35,501,526 dRA gRowtH & income FUnd iii, llc 71,026

cBRe StRAtegic PARtneRS iv, l.P. 34,558,295
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pRivate equity
As of June 30, 2012, the Private Equity investment portfolio maintained a market value of approximately $3.6 billion, representing 4.8 

percent of the pension fund.  The portfolio invests in limited partnerships, which are externally managed by experienced private equity 

investment professionals.  Private equity investments may be categorized into various sub-strategies. The Private Equity portfolio’s 

allocation to these sub-strategies is displayed below.

stRategy allocation (baseD on faiR maRKet value)

Buyout
44.4%

Special Situations
26.8%

Growth Venture
28.8%

Private Equity Market Overview
The Private Equity Industry fundraising environment remains challenged with limited improvement expected through 2012. Active 

fundraising in prior years has resulted in significant levels of available capital for fund managers to invest in new opportunities. While the 

increased investment pace in 2011 and 2012 is having a positive impact on reducing this available capital, the overhang of outstanding 

unfunded commitments continues to burden investors, impacting additional alternative allocation decisions.

The macro environment greatly influenced global Private Equity investment activity, with a backdrop of European anxiety, Asia struggling 

to maintain growth rates, a pending U.S. Presidential election, and increased financial regulations. In response to this economic 

uncertainty, purchase valuations have, in general, declined.  Borrowing costs have remained low; however, banks have had difficulty 

finding lending opportunities that meet stringent underwriting standards, further impacted by stricter regulatory hurdles. Alternative 

sources of capital have emerged to fill the void left by banks. Ultimately, good companies with the ability to withstand the broader 

economic woes are able to attain attractive financing.

The exit environment, following a year of improvement, can best be described as volatile. Following early signs of improvement in the 

initial public offering (“IPO”) market, filings and pricings in the U.S. have declined year-over-year for the 12-month period ending June 

2012. Global M&A, as measured by transaction values, has, until recently, declined since the third quarter of 2010. Strategic acquirers 

must weigh growth opportunities against a backdrop of economic uncertainties.
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Private Equity Performance
For the fiscal year, the Private Equity investment portfolio returned 6.55 percent, underperforming its benchmark return of 7.73 percent. 

A new Private Equity benchmark was adopted in 2011, replacing what had been a public equity benchmark. While one-year performance 

fully reflects this new comparison, historical performance is more a reflection of the former public equity benchmark. However, one year 

is not an accurate depiction of the portfolio, as Private Equity is a long-term strategy. The Private Equity portfolio is fairly immature, and 

is being compared to a benchmark that contains more mature funds that are increasingly benefitting from the earlier work performed 

on investments. Not until more time has passed, allowing not only investments to mature, but for the benchmark to be fully integrated, 

will a comparison to the benchmark be a more accurate depiction of the overall health of the portfolio.       

Private Equity investments are unlikely to provide positive returns in early years. Investment gains in private equity are typically realized 

in later years as assets of funds mature and increase in value due to the efforts of the management company, producing a “J-curve 

effect.” Specifically, the cost of management fees and write-downs of underperforming assets are borne by funds early, while the 

realization of gains comes with the eventual sale of assets after their value has increased.  

pRivate equity investment poRtfolio annualizeD peRfoRmance
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26.02%
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pRivate equity investment aDvisoRs (fy enDing 2012)

Below is a list of the Private Equity investment advisors and fund relationships as of June 30, 2012.

pRivate equity funD maRKet value ($) pRivate equity funD maRKet value ($)

cS/nc inveStment FUnd 2006 169,690,719 BURRill liFe ScienceS cAPitAl FUnd iii, l.P. 39,955,497

wlR RecoveRy FUnd iv, l.P.                                     159,350,824 AviStA cAPitAl PARtneRS, l.P. 38,814,392

PARiSH cAP eURoPe i, l.P. 120,180,327 tPg PARtneRS v, l.P. 37,667,561

teRRA FiRmA cAPitAl PARtneRS ii, l.P. 103,171,048 lindSAy goldBeRg iii, l.P.                                       35,091,960

PARiSH cAPitAl ii, l.P. 102,102,790 tUdoR ventUReS iii, l.P. 33,868,991

PARiSH cAPitAl i, l.P. 97,924,995 wlR AHm co-inv, l.P.                                    32,894,954

teRRA FiRmA cAPitAl PARtneRS iii, l.P. 96,641,074 colleR inteRnAtionAl PARtneRS iv, l.P. 32,749,159

AviStA cAPitAl PARtneRS ii, l.P. 94,706,093 tPg BiotecH PARtneRS iii, l.P.                                             30,330,060

cRedit SUiSSe innovAtion FUnd 91,360,430 cAtteRton gRowtH PARtneRS, l.P. 26,961,219

lindSAy goldBeRg & BeSSemeR ii, l.P. 89,716,392 Angeleno inveStoRS ii, l.P. 26,557,463

elevAtion PARtneRS, l.P. 81,980,404 AmPeRSAnd 2006, l.P. 25,914,303

longReAcH cAPitAl PARtneRS 1, l.P. 79,985,415 mARkStone cAPitAl PARtneRS, l.P. 25,372,794

cS/nc inveStment FUnd 2008 79,213,129 PcA-Syn inveStmentS, l.l.l.P. 25,312,399

wARBURg PincUS PRivAte eqUity x, l.P. 75,066,324 kRg cAPitAl FUnd iii, l.P. 25,142,994

kRg cAPitAl FUnd iv, l.P. 74,765,194 ARcH ventURe FUnd vii, l.P. 23,248,413

cReStview PARtneRS FUnd ii, l.P. 73,528,745 wARBURg PincUS PRivAte eqUity ix, l.P. 23,245,954

APollo inveStment FUnd vi, l.P. 72,774,435 Ag PRivAte eqUity PARtneRS iv, l.P. 22,132,043

HARveSt PARtneRS v, l.P. 68,071,438 tPg BiotecH PARtneRS ii, l.P. 20,931,259

tenAyA cAPitAl FUnd v, l.P. 64,917,233 PeRSeUS mARket oPPoRtUnity FUnd, l.P. 18,937,579

lexington middle mARket inveStoRS, l.P. 59,811,882 SyneRgy liFe Science PARtneRS, l.P. 18,262,725

cHARteRHoUSe cAPitAl PARtneRS ix, l.P.                              56,212,765 cAStle HARlAn PARtneRS iv, l.P. 16,688,408

cvc eURoPe eqUity PARtneRS iv, l.P. 53,901,573 StARveSt PARtneRS ii                                           15,609,340

RoBeco cleAn tecH ii, l.P.                                        53,757,464 viStA eqUity PARt FUnd iv                                   15,457,949

HoRSley BRidge inteRnAtionAl iv, l.P. 51,827,425 HigHlAnd conSUmeR FUnd i, l.P. 14,797,807

mAtlin PAtteRSon gloBAl oPP iii, l.P.                              50,551,277 tPg PARtneRS vi, l.P.                                                14,482,869

lexington middle mARket inveStoRS ii, l.P.                                 50,369,927 cAStle HARlAn PARtneRS v, l.P. 14,336,959

mt. kellet cAP PARtneRS ii                                  49,602,030 AcceSS cAPitAl ii, l.P. 13,979,817

qUAkeR BioventUReS ii, l.P. 48,435,612 HARveSt PARtneRS vi                                         13,846,144

RoBeco cleAn tecH ii co-inv                                       46,567,999 oAktRee eURo PRin FUnd iii                                  13,560,155

cve kAUFFmAn i 45,732,250 HoRSley BRidge inteRnAtionAl v, l.P. 12,902,464

FRAnciSco PARtneRS ii, l.P. 45,037,676 tcv vi, l.P. 12,195,596

HoRSley BRidge ix, l.P. 44,314,663 PAPPAS ventUReS iii, l.P. 12,193,506

cHAPteR iv SPeciAl SitUAtionS FUnd, l.P. 43,788,113 HAliFAx cAPitAl PARtneRS ii, l.P. 12,097,895

tPg PARtneRS iv, l.P. 41,842,821 HigHlAnd cAPitAl PARtneRS vii, l.P. 11,905,594

PeRSeUS PARtneRS vii, l.P. 41,480,532 cARoUSel cAPitAl PARtneRS iii, l.P. 10,796,280
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pRivate equity funD maRKet value ($) pRivate equity funD maRKet value ($)

Ag PRivAte eqUity PARtneRS iv - R, l.P. 10,039,176 inteRSoUtH PARtneRS vi, l.P. 4,732,335

AURoRA ventUReS v, llc 9,621,700 nc economic oPPoRtUnity FUnd 3,262,966

PAPPAS ventUReS iv, l.P. 9,463,052 new enteRPRiSe ASSoc 14                                     3,150,000

HAtteRAS ventURe PARtneRS iii, l.P. 8,301,384 novAk Biddle ventURe PARtneRS iii, l.P. 3,102,154

cS/nc inveStment FUnd 2008 - SeRieS ii 8,030,649 HigHlAnd cAPitAl PARtneRS vi, l.P. 2,355,462

HARveSt PARtneRS iv, l.P. 7,802,723 FRAnklin FAiRview i, l.P. 2,267,803

wlR Ago co-inv, l.P.                                    6,637,411 Av mAnAgement iv, llc 1,911,728

novAk Biddle ventURe PARtneRS v, l.P. 6,454,483 PAPPAS ventUReS ii, l.P. 710,091

kRg cAPitAl FUnd ii, l.P. 6,051,102 nceF liqUidAting tRUSt 586,071

BURRill liFe ScienceS cAPitAl FUnd, l.P. 6,048,753 dlJ meRcHAnt BAnking ii, l.P. 226,984

novAk Biddle ventURe PARtneRS iv, l.P. 5,877,013 inteRSoUtH PARtneRS iii, l.P. 62,880

AURoRA ventUReS iv, llc 5,290,049
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cReDit stRategies
As of June 30, 2012, the Credit Strategies investment portfolio maintained a market value of approximately $3.1 billion, representing 

4.2 percent of the pension fund. The portfolio has a target weight of 4.5 percent and invests in a diversified mix of credit-focused 

investment vehicles managed by experienced investment advisors.  

stRategy allocation (baseD on valuation)

Hedge Funds
63.4%

Bank Loans
8.3%

Structured
Credit
8.9%

Distressed
Debt
15.3%

Mezzanine
4.1%

Credit Market Overview
The fiscal year began with concerns about the United States debt ceiling and the potential for the first ever downgrade of U.S. debt. 

Following the debt ceiling resolution, volatility spiked and credit spreads widened due to renewed concerns about the health of the U.S. 

economy. In response to market weakness, the Federal Reserve announced “Operation Twist,” which signaled its continued interest 

in stimulating the economy by keeping long-term interest rates low.

In the fourth quarter of 2011, concerns about the Eurozone debt crisis began to resurface, negatively impacting the markets. Numerous 

measures were taken by central banks to provide the market with much-needed liquidity and support. In December, the European 

Central Bank launched a major plan, commonly referred to as LTRO (long-term refinancing operation), to help refinance European 

financial institutions.

The second half of the fiscal year was less eventful than the first. In general, the credit markets exhibited strength with only a few 

moments of weakness, resulting in narrowing credit spreads and reduced volatility.

Credit Strategies Performance
For the fiscal year, the Credit Investment Portfolio returned 0.37 percent, outperforming its benchmark return of negative 2.20 percent. 

The Credit Investment Portfolio’s outperformance is attributable to a conservative investment approach that has served the plan well 

during periods of increased volatility and uncertainty.
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cReDit investment poRtfolio annualizeD peRfoRmance
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Fiscal 2012 Inception To Date*

 credit investment Portfolio      custom credit benchmark

*The inception date of the Credit Investment Portfolio was 1/1/2010.

cReDit stRategies investment aDvisoRs (fy enDing 2012)

cReDit funDs maRKet value ($) cReDit funDs maRKet value ($)

PAAmco                                 515,086,874 SilveRBAck ARBitRAge FUnd                                   125,000,000

BRigAde lcS FUnd                                            309,611,925 gSo cAPitAl oPPoRtUnitieS FUnd                                           105,511,248

AncHoRAge cAPitAl PARtneRS                                  295,268,698 clARen RoAd cRedit FUnd                                     99,035,865

monARcH deBt RecoveRy FUnd                                  288,350,115 vARde x FUnd                                                86,783,296

Ag gloBAl deBt StRAtegy PARtneRS, l.P. 253,506,448 wlR PPiF 52,001,986

Ag cAPitAl RecoveRy vi, l.P. 201,353,753 Ag commeRciAl ReAl eStAte deBt FUnd, l.P. 49,437,068

Ag gecc-PPiF 171,839,968 gSo cAPitAl oPPoRtUnitieS FUnd ii                                     19,244,778

cvi cRedit vAlUe FUnd                                       164,200,000 FoRtReSS cRedit oPPS FUnd iii                               12,420,152

oAktRee vAlUe oPPoRtUnitieS                                 159,504,000 Ag cAPitAl RecoveRy v, l.P. 5,784,256

SABA cAPitAl mgmt                                           156,035,720

0.37%

-2.20%

9.70%

3.50%
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inflation pRotection
As of June 30, 2012, the Inflation Protection Portfolio maintained a market value of $2.2 billion, representing 3.0 percent of the pension 

fund. The portfolio invests in a diversified mix of inflation-linked investment vehicles managed by experienced investment advisors. 

stRategy allocation (baseD on valuation) 

Commodities
81.7%

Energy
18.3%

Inflation Market Overview
For the fiscal year ending June 30, 2012, the U.S. economy experienced a relatively low level of inflation with a year-over-year percentage 

increase in the Consumer Price Index (“CPI”) of 1.7 percent. However, the core CPI (excluding food and energy) was 2.2 percent. 

The difference between CPI and core CPI is attributable to the decline in the energy index, which fell 3.9 percent over the fiscal year. 

The energy sector had a volatile year driven by economic issues in the Eurozone, the political instability in oil-producing countries, and 

slowdown in the emerging market economies. 

Crude oil hit a low of $75.67 per barrel in October and then hit a high of $109.77 in February before ending the year at $84.96 per 

barrel. Natural gas prices continued to decline throughout the year due to abundant supply, closing the year at $2.82 per million British 

Thermal Units after hitting an all-time low of $1.90 in April. In May and June, extremely hot weather and a lack of rain pushed grain 

markets (soybeans, corn, wheat, etc.) to fresh highs. Gold prices reached an all-time high of $1900.2 per ounce in September and 

closed at $1597.45 per ounce at fiscal year end.  

Inflation Protection Performance
For the fiscal year, the Inflation Protection Portfolio dropped 10.67 percent, underperforming its benchmark return of negative 10.13 

percent. The portfolio’s underperformance is attributable to the J-curve in the portfolio’s private energy investments. The Inflation 

Portfolio is a relatively young portfolio and many of the investments in the portfolio are recent vintages (2010, 2011 and 2012).  The 

liquid commodities segment of the portfolio has outperformed its benchmark by 33 basis points throughout the fiscal year.
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inflation investment poRtfolio annualizeD peRfoRmance
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 inflation investment Portfolio      custom inflation benchmark

*The inception date of the Inflation Investment Portfolio was 1/1/2010.

inflation pRotection investment aDvisoRs (fy enDing 2012)

inflation poRtfolio funDs maRKet value ($) inflation poRtfolio funDs maRKet value ($)

gReSHAm tAP Flex                            698,973,074 SHeRidAn PRod PARtneRS ii-B                                 18,510,000

BlAckStone ReSoURceS Select                                 439,612,877 encAP eneRgy FUnd viii                                      17,452,172

cRedit SUiSSe enHAnced                                      410,474,292 eiF US PoweR FUnd iv                                        13,462,944

veRmillion celAdon                                          237,534,966 eneRgy cAPitAl PARt ii                                      10,695,806

SHeRidAn PRodUction PARtneRS i, l.P.                                         116,376,000 ARcligHt eneRgy PARtneRS v                                  6,225,605

PwP ABvo iii                                                76,279,598 Red kite mine FinAnce ii                                    5,719,079

qUintAnA eneRgy i, l.P. 72,929,033 qUintAnA eneRgy i co-inv 4,014,811

qUintAnA eneRgy ii, l.P.  29,188,655 encAP viii - co-inveSt 3,860,966

eneRgy cAPitAl PARtneRS ii lP                               24,752,492 denHAm cAPitAl vi                                           1,360,774

-10.67%

-10.13%

-10.70%

-1.24%
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ancillaRy investment pRogRam Review
The Ancillary Investment Program’s objective is to generate returns that match or exceed those of the appropriate benchmarks over a 

three- to five-year basis for the Escheats Fund, Public Hospital Funds, the Local Government Other Post-Employment Benefits Program, 

and other non-pension assets invested in the core fixed income portfolio.

escheat investment program
Pursuant to G.S. 147-69.2(b)(12), up to 20 percent of the Escheat Investment Fund’s assets can be invested in authorized equity, real 

estate and alternative investments. For the fiscal year ending June 30, 2012, the Escheat Fund maintained a total portfolio market value 

of $317.9 million, with $278.2 million invested in fixed income, $39.5 million invested in private equity, and $230,407 invested in global 

equity. The following table and chart provide the Escheats asset allocation and the percentage of the total fund as of June 30, 2012.

escheat investment funD asset allocation as of June 30, 2012

 maRKet value poRtfolio weight taRget weight

Fixed income $278,239,497 87.5% 80.0%

gloBAl eqUity $230,407 .07% 12.0%

ReAl eStAte $0 0% 4.0%

PRivAte eqUity $39,478,496 12.43% 4.0%

escheat funD (total) $317,948,401 100% ---

escheat investment funD asset allocation

Short Term Fixed
54.7%

Long Term Fixed
32.8%

Private
Equity
12.42%

Equity 0.07%



i n v E S t M E n t  M a n a G E M E n t  d i v i S i o n

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

68

Public Hospitals
G.S. 147-69.2(b2) & G.S. 147-69.2(b3) allow North Carolina public hospitals to invest funds with the State Treasurer.

As of June 30, 2012, the market value for the New Hanover Hospital portfolio was $59 million, the market value for Columbus Regional 

Healthcare System was $7 million, the market value for the Margaret R. Pardee Hospital was $5.6 million, and the market value for the 

Watauga Medical Center was $4.6 million. The allocations to the hospital plans are displayed below.

new hanoveR hospital

              

Domestic Equity
78.27%

Int’l Equity
21.73%

maRgaRet R. paRDee hospital

Domestic Equity
78.85%

Int’l Equity
21.15%

columbus Regional healthcaRe

Domestic Equity
79.64%

Int’l Equity
20.35%

watauga meDical centeR

Domestic Equity
76.86%

Int’l Equity
23.14%

other post-employment benefits fund
Pursuant to G.S. 159-30.1, deposits are held for the Local Government Other Post-Employment Benefits Fund, all subject to compliance 

with G.S. 147-69.2. The assets are allocated as follows: STIF, LTIF, and authorized Equity funds. As of June 30, 2012, there were a total 

of 15 participants with assets totaling $79.9 million.

other non-pension long-term investment portfolio participants
As of June 30, 2012, the aggregate market value of other non-pension participants invested in the Long-Term Investment Portfolio 

was $1.2 billion.
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State & Local Government 
Finance divis ion

n o rt H  C a r o l I n a  S tat e  t r e a S u r e r ’ S  a n n ua l  r e P o rt  •  2 0 1 1 - 2 0 1 2
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state anD local goveRnment finance Division statistics

2009-10 2010-11 2011-12

maintained the AAA Bond Rating yeS yeS yeS

number of local government Units contacted Regarding 
their Fiscal Health or compliance with general Statutes

510 439 283

total debt issued by local governments $6.5 Billion $3.3 Billion $4.2 Billion

debt issued for Special State and local Authorities and 
Agencies

$2.5 Billion $1.6 Billion $1.3 Billion

total State debt issued $1.7 Billion $1.5 Billion $1.3 Billion
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The State and Local Government Finance Division handles the sale and delivery of all State and local 
debt and monitors the repayment of State and local government debt. Staff assists local governments in 

determining the feasibility of projects, the size of the financing, and the most expedient form of financing. 
Additionally, this Division monitors and analyzes the fiscal and accounting practices of all local governments.

The Division comprises the Debt Management section, which issues and monitors all State and local debt, and the Fiscal 

Management section, which monitors fiscal and accounting standards for local governments. The Division also provides the 

State Treasurer, the Local Government Commission, the North Carolina Capital Facilities Finance Agency, and the North Carolina 

Infrastructure Finance Corporation with staff assistance in fulfilling their respective statutory functions. 

 
2011-12 fiscal yeaR summaRy of Debt issueD 

totAl StAte $ 1.31 Billion

totAl locAl goveRnmentS $ 4.22 Billion

total $ 5.53 billion

histoRy 
In 1931 the North Carolina General Assembly established 

the Local Government Commission (“LGC”), staffed by this 

Division, to help address the problems in local government 

finance caused by the Depression. In 1933, 62 North Carolina 

counties, 152 cities and towns, and some 200 special districts 

were in default on the principal or the interest or both of 

outstanding obligations. Currently, the State of North Carolina 

has one of the largest numbers of AAA-rated units in the 

nation, and the debt of its local governments in general finds 

a significantly better reception on the national bond markets 

than the national average. Many attribute this favored credit 

status, in part, to the work of the LGC. This Commission 

is unique nationally and serves as a role model for local 

government financial oversight for states across the nation.

the local goveRnment commission
The LGC, established by G.S. 159-3, provides assistance 

to local governments and public authorities in North 

Carolina. Staffed by the Department of State Treasurer, 

the LGC approves the issuance of debt for all units of local 

government and assists these units with fiscal management. 

The Commission is composed of nine members: the State 

Treasurer, the Secretary of State, the State Auditor, the 

Secretary of Revenue, and five others by appointment (three 

by the Governor, one by the General Assembly upon the 

recommendation of the President Pro Tempore of the Senate, 

and one by the General Assembly upon the recommendation 

of the Speaker of the House of Representatives). The State 

Treasurer serves as Chair and selects the Secretary of the 

Commission, who heads the administrative staff serving the 

Commission. The General Statutes require the Commission to 

meet quarterly. As a matter of practice, the full Commission 

meets six times a year.

the noRth caRolina capital facilities  
finance agency
Private colleges, universities, nonprofit and for-profit 

corporations providing certain services may receive financing 

assistance through bonds issued by the North Carolina Capital 

Facilities Finance Agency (“Agency”), established by the 

General Assembly in 1986. The Agency Board of Directors 

is composed of seven members: the State Treasurer, the 

State Auditor, and five others by appointment (three by the 

Governor, one by the President Pro Tempore of the Senate 

and one by the Speaker of the House of Representatives). The 

administrative staff for the Agency is provided by the Division. 

The Agency meets monthly.

Following initial contact from an applicant, the staff generally 

begins the process of determining project feasibility and 

desirability with a preliminary conference. Upon receipt of an 

application, financial capability and responsibility is reviewed 

through ratio and trend analysis. The staff presents the 

project and its recommendations to the Agency board and 

subsequently to the LGC for approval. Since its creation, the 

Agency has provided over $5 billion in tax-exempt capital 

financing. There have been no defaults in bonds issued by 

the Agency. At June 30, 2012, there were $2.8 billion in 

outstanding obligations. Each issue is payable solely from 

revenues derived from each entity financed, is separately 
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secured, and is separate and independent from all other series 

of bonds as to source of payment and security. During the 

fiscal year ended June 30, 2012, the Agency issued $128.6 

million in bonds for six institutions. The Agency’s annual report 

is available from the Department of State Treasurer.

the noRth caRolina infRastRuctuRe 
finance coRpoRation
The North Carolina Infrastructure Finance Corporation 

(“Corporation”) was created by the General Assembly and 

organized as a separate not-for-profit corporation. It is managed 

by a three-member board appointed by the State Treasurer. 

The Corporation is authorized to issue tax-exempt certificates 

of participation to finance the acquisition, construction, repair 

and renovation of State facilities and related infrastructure. The 

debt obligations are secured by lease or payment agreements 

with the State, with the State financially responsible for the 

debt payments. The administrative staff for the Corporation 

is also provided by the Division. The Corporation, used in past 

years to finance State construction, repair and renovation, has 

been inactive during the past several fiscal years because 

certificates of participation are no longer being used as the 

preferred method for issuing this type of State debt.

Debt management
The Division issues and monitors all State debt, including debt 

secured by a pledge of the taxing power of the State and debt 

for which repayment is subject to appropriation. With the 

assistance of other State agencies, the Division determines 

the cash needs, plans for the repayment of debt (maturity 

schedules) and schedules the sale at the most appropriate time. 

An official statement describing the issue and other required 

disclosures about the State is prepared with the advice and 

cooperation of bond counsel. Finally, the Division handles 

the actual sale and delivery of the debt, maintains the State 

bond records and register of bonds, and monitors the debt 

service payments. At June 30, 2012, the State had General 

Obligation bonds outstanding of $4.5 billion and certificates 

of participation, limited obligation bonds and lease-purchase 

bonds outstanding of $2.4 billion. (See Tables 7 and 8.)

The Division also is responsible for the authorization and 

sale of revenue bonds for the North Carolina Medical Care 

Commission, the Municipal Power Agencies, the North Carolina 

Capital Facilities Finance Agency and the North Carolina 

Housing Finance Agency. Only the specific revenues pledged 

for payment secure these bonds. The staff works with the 

personnel of these agencies in determining the feasibility and 

scheduling of the bond offerings, in structuring the issues and 

the underlying security documents, and in preparing the data 

that must be presented to the LGC for its approval.

The Division assists the State Treasurer in representing the 

State in all presentations to Moody’s Investors Service, Inc., 

Standard and Poor’s Corporation and Fitch Ratings, Inc., the 

three national bond rating agencies used by the State and 

local governmental units in North Carolina. At June 30, 2012, 

the State had a “Triple-A” rating, the highest rating attainable, 

from all three national rating agencies. Only seven other states 

enjoyed this distinction. These ratings have enabled the State 

to sell its bonds at interest rates considerably below the Bond 

Buyer’s Index, thereby providing tremendous savings to North 

Carolina’s taxpayers.

In addition, the Division staffs the State’s Debt Affordability 

Committee and drafts an annual Debt Affordability Study, 

which provides the General Assembly with an overview of 

the State’s debt load and borrowing capacity. For 2011-12, 

due primarily to the reduced revenue assumptions for the 

State, the study determined that the State’s General Fund 

debt capacity has been exhausted until fiscal year 2013. The 

study also provided an estimate of the annual debt capacity 

for the transportation funds (the State Highway Fund and 

Highway Trust Fund) and projected that there is currently no 

new transportation debt capacity until fiscal year 2014. 

Another primary function of the Division is the approval, sale 

and delivery of all North Carolina local government bonds 

and notes. This includes the sale of revenue bonds, which 

are secured only by specific revenue pledged in payment 

of the bonds. The Division staff counsels and assists local 

governmental units in determining the necessity of a project, 

the size of the issue, and the most expedient form of 

financing. A review is made of the debt management policies 

of the unit, the effect of the financing on the unit’s tax rate 

and the unit’s compliance with the Local Government Budget 

and Fiscal Control Act. Sale dates are scheduled depending 

on the need for the money, the anticipated interest rates and 

the most favorable times bonds can be sold with a minimum 

of competition. The staff strives to resolve all problems and 

to determine that all statutory requirements are met before 

applications are presented to the LGC for approval.

Debt records are maintained for all units on principal and 

interest payments coming due in the current and future 

years. All debt service payments are monitored through a 

system of monthly reports. At June 30, 2012, authorized and 

unissued general obligation bonds for local governments and 

authorities amounted to $2.8 billion and general obligation 

debt outstanding amounted to $10.2 billion. (See Table 7.)
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bonD issuances foR 2011-12¹    

Fy 2011-12
no. AmoUnt (in millionS)

bonDs solD foR state  

g.o. BondS (geneRAl FUnd)  
noRtH cARolinA tURnPike AUtHoRity RevenUe BondS 2 224.5

gRAnt AnticiPAtion RevenUe veHicle BondS2 2 325.1

SPeciAl indeBtedneSS 2 767.5 

totAl iSSUed: 6  $ 1,317.0 

bonDs anD notes solD foR local goveRnment units:

g.o. BondS 52    1,401.4 

RevenUe BondS 48    1,046.8

wAteR And SeweR Revolving loAnS 21     80.9 

wAteR And SeweR loAnS (StimUlUS) 45 23.9

SPeciAl oBligAtion BondS - Solid wASte 2      16.5 

g.o. noteS³ 50     424.8 

RevenUe noteS³ 15      38.2 

totAl iSSUed: 233  $  3,032.5

inStAllment/leASe contRActS Sold FoR locAl UnitS: 132  $  1,197.2 

totAl FoR locAl goveRnment 365  $  4,229.7

RevenUe BondS Sold FoR:

 medicAl cARe commiSSion 11   765.4 

 HoUSing FinAnce Agency 1     14.2 

 PoweR AgencieS4 1 424.0   

 indUStRiAl FAcilitieS & PollUtion contRol FinAncing AUtHoRitieS5 2    7.9 

 cAPitAl FAcilitieS FinAnce Agency 6    128.8 

  totAl iSSUed: 21 $  1,340.3 

gRanD total issueD: 392 $  6,887.0

¹   These totals include approximately $141 million of Qualified School Construction Bonds issued as part of the 2009 American Recovery and Reinvestment Act. A 
summary of the federal stimulus bonds is discussed in the Other Highlights section of this report. 

²   The GARVEES are bonds issued for the State Department of Transportation for transportation construction and improvement costs. They are payable solely from certain 
federal transportation revenues received on behalf of the State and do not create a liability or obligation of the State or any political subdivision.

³   These are ongoing programs involving more than a year in duration. The purpose of these projects is to allow interim funding of large ongoing programs until a sufficient 
amount of bonds or favorable market conditions justify replacing the notes with permanent financing.

⁴These bonds were issued for North Carolina Eastern Municipal Power Agency. 
⁵ Bonds issued by these authorities are commonly referred to as Industrial Revenue Bonds and are used to attract and retain manufacturing industries to the State. 

Another responsibility of the Division’s staff is assisting units 

that desire to enter into agreements to finance the lease or 

installment purchase of capital assets. Before approving such 

agreements, the LGC must find that the proposed project is 

necessary and expedient, the proposed undertaking cannot be 

economically financed by a bond issue and that the contract 

will not require an excessive increase in taxes. During the 

fiscal year ended June 30, 2012, the LGC approved contracts 

or other agreements (including refundings) totaling $1.2 billion.

(See Tables 5 and 6.)

In order to preserve the tax-exempt status of debt issues of 

the State that are currently outstanding, the staff continues 

to perform several tasks to ensure compliance with arbitrage 

regulations of the Internal Revenue Service (“IRS”). The 

projects involve monitoring investment yields, monitoring 

penalties in lieu of rebate requirements, preparing monthly 

status reports on each debt issue and preparing information 

for use by bond counsel and other outside finance and legal 

professionals.
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A comparison of bond issuances by the categories above in 

fiscal year 2011-12 with issuances in the past two fiscal years 

is shown below in Chart 8.

fiscal management
Another function of the Division involves monitoring 

certain fiscal and accounting standards prescribed for local 

governmental units and public authorities by the Local 

Government Budget and Fiscal Control Act. The Act requires 

each unit of local government and public authority to have its 

accounts audited annually by a Certified Public Accountant 

or by an accountant certified by the Commission as qualified 

to audit local government accounts. As a part of its role in 

assisting local units and monitoring their fiscal programs, the 

Division provides guidance in following generally accepted 

accounting principles. Each local government is required to file 

a copy of its annual audit report with the Division and submit 

all audit invoices to the Division for approval. 

The staff of the Fiscal Management Section annually reviews 

the audited financial statements of more than 1,200 local 

governments and public authorities. The staff determines that 

all reports are prepared in accordance with generally accepted 

accounting principles and that applicable auditing standards 

have been followed. The staff also reviews the audit report to 

evaluate the financial condition of the unit, to determine if the 

unit complied with the Local Government Budget and Fiscal 

Control Act and other State laws, and to determine if the unit 

has an adequate system of internal controls in place. As a part 

of the audit review process, staff reviewed 568 single audits 

and 234 “Yellow Book” audits to ensure that audits performed 

under Government Auditing Standards (the “Yellow Book”) 

and the federal and State single audit acts meet all the federal 

and State requirements.

When Division staff notes problems, local governments 

and public authorities, as well as their independent auditors, 

receive written communication expressing the staff’s 

concerns, suggestions for improvements and an offer of 

assistance. On behalf of the LGC, staff requests a response 

detailing the unit’s plans to take corrective action. In fiscal year 

2011-12, staff sent approximately 283 audit letters to units of 

local government.

In providing assistance to local governments, units are 

counseled in accounting systems and internal controls, 

cash and investment management, budget preparation, 

risk management, capital planning and changes in laws and 

regulations. Educational programs in the form of seminars and 

classes also are provided in order to accomplish these tasks. 

Staff members make presentations throughout the year at 

various workshops sponsored by:

• Alabama Association of Certified Public Accountants

• Government Finance Officers Association of the United 

States and Canada

• North Carolina Association of School Business Officials

• North Carolina Government Finance Officers Association

• North Carolina Local Government Investment Association

• North Carolina Rural Economic Development Center, Inc.

• North Carolina Finance and Reimbursement Officers

• North Carolina League of Municipalities

• North Carolina State University MPA Program

• UNC School of Government

• United States Department of Agriculture (“USDA”)

outReach anD communication
In fiscal year 2011-12, staff issued 23 public memoranda 

directed to local governments, auditors and the State’s public 

finance community. Topics included the implementation of 

the new audit submission process, reporting to the newly 

created joint legislative committee on local government, audit 

and reporting tips, and the annual statistical reports. For a 

complete index of Division memos, visit www.nctreasurer.

com/slg/Pages/Memos.aspx. In addition, interested parties 

may subscribe to the LGC News listserv, launched in the 

spring of 2010. Staff provides updates of public memoranda, 

as well as other pertinent information about public finance 

issues. The listserv currently has over 1,125 subscribers.

• Staff members worked with the University of North Carolina 

(“UNC”) School of Government to present the eleventh 

annual State Treasurer’s Conference on Local Government 

Accounting, Auditing and Financial Management held in 

April 2012. The conference was intended for both local 

government auditors and officials. It was conducted at two 

sites and drew more than 260 participants. Topics covered 

included a current Governmental Accounting Standards 

Board (“GASB”) update, current purchasing practices in 
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local governments in the State, implementation of House 

Bill 1779, current issues in payroll from the IRS, and general 

topics of interest to local governments. In addition, staff 

members spoke at 16 continuing education courses and 

conferences sponsored by organizations such as the UNC 

School of Government, various North Carolina finance 

officers associations, the national Government Finance 

Officers Association, the League of Municipalities, the 

North Carolina Association of Certified Public Accountants, 

the USDA, and N.C. State University.

• A Continuing Professional Education class for governmental 

auditors was developed in 2011 and offered again in 2012 

in collaboration with the UNC School of Government. 

Held at the UNC campus, the class covered an audit 

review from the State’s perspective, Unclaimed Property 

requirements for local governments, a general GASB 

update, single audit issues, House Bill 1779, G.S. 159 from 

the auditor’s perspective, and common governmental and 

accounting reporting problems. It was well received with 

135 attendees.

• The Department sponsored the 22nd annual “State Trea-

surer’s Governmental Accounting/Financial Management 

Awards Program” for local governments and public authori-

ties who make significant improvements in their accounting 

or financial management systems. This award program is 

designed to recognize applicants that have enhanced their 

current operations through the implementation of new and 

improved accounting and financial management programs. 

The applications were evaluated by the North Carolina As-

sociation of Certified Public Accountants (“NCACPA”). Also, 

an exchange of ideas between local governments occurred 

as a result of the publicity surrounding this program.

A member of the staff serves on the Governmental 

Accounting and Auditing Committee of the NCACPA. Staff 

members provide additional assistance to independent 

auditors by researching their questions concerning 

governmental accounting, auditing and budgeting, as well as 

North Carolina General Statutes. A staff member also serves 

on the Committee on Accounting, Auditing and Financial 

Reporting for the Government Finance Officers’ Association 

of the United States and Canada. In addition, a member of 

the staff serves on the Governmental Accounting Standards 

Advisory Council. GASB exposure drafts are analyzed, and 

any comments and recommendations that staff may have on 

these drafts are submitted to GASB.

otheR highlights
• federal stimulus legislation and bonds update - In 

response to the economic crisis and recession that 

developed in 2008-09, the U.S. Congress adopted the 

American Recovery and Reinvestment Act (“ARRA”) in 

February 2009 that created several types of new bonds that 

could be issued by local governments and authorities. New 

bonds authorized under this act included taxable bonds with 

a direct subsidy to the issuer by the federal government, 

and tax credit bonds that allow bond purchasers to receive 

a tax credit against their taxable income. The taxable bonds 

included Build America Bonds and Recovery Zone Economic 

Development Bonds. The new tax credit bonds include Clean 

Renewable Energy Bonds, Qualified Energy Conservation 

Bonds, Qualified School Construction Bonds and a renewal 

of the Qualified Zone Academy Bonds. 

From the initial authorization of ARRA bonds in 2009 through 

June 30, 2011, the Commission approved the issuance of the 

stimulus designated bonds for local governments and the 

State totaling about $3 billion. The authorization to issue most 

of the stimulus bonds expired December 31, 2010. After that 

date, the only stimulus bonds that may be issued are for 

school construction and energy conservation and renewal. 

In fiscal year 2011-12, an additional $141 million in Qualified 

School Construction Bonds from the stimulus program were 

approved for issuance by local governments. No energy 

conservation and renewal bonds have been issued. 

The stimulus bonds discussed above are included in the 

issuance totals chart for all bonds previously shown above. 

• fiscal analysis Dashboard project – After rollout in July 

2010, the new analysis tool for cities (553) and counties 

(100) continues to allow governments to quickly benchmark 

themselves against up to five of their peers in four different 

areas - governmental activities, the General Fund, water and 

sewer operations and electric operations. The tool provides 

five years of historical data from audited financial statements 

and up to 20 different analytical ratios and calculations by 

which a government can measure its financial well-being. 

• audit Review & invoice approval process – During 

2011-12, the staff, with the help of the Information 

Technology Division, implemented a new process to more 

efficiently process contracts, audits and invoices. It utilized 

a data portal where each local government or auditor 

uploaded the financial statements, contract or invoice 
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school utilities RefunDing otheR no. total amount

g.o. bonDs

coUntieS  $327,395,000  -  $538,461,000  $58,145,000 24  $924,001,000 

mUniciPAlitieS  -  46,691,306  240,814,863  174,557,419 24  462,063,588 

diStRictS And AUtHoRitieS  -  6,564,000  8,784,000  - 4  15,348,000 

totAl g.o. BondS  $327,395,000  $53,255,306  $788,059,863  $232,702,419 52  $1,401,412,588 

Revenue bonDs

coUntieS  -  $42,486,000  $139,875,000  - 9  $182,361,000 

mUniciPAlitieS  -  116,071,000  242,577,300  201,565,000 29  560,213,300 

diStRictS And AUtHoRitieS  -  13,813,000  220,442,614  70,000,000 10  304,255,614 

totAl RevenUe BondS  -  $172,370,000  $602,894,914  $271,565,000 48  $1,046,829,914 

special obligation bonDs

Solid wASte  -  $12,220,000  $4,290,000  - 2  $16,510,000 

totAl SPeciAl oBligAtion  BondS  -  $12,220,000  $4,290,000  - 2  $16,510,000 

wateR anD seweR  
Revolving loans

coUntieS  -  $12,250,280  -  - 6  $12,250,280 

mUniciPAlitieS  -  87,160,591  -  - 50  87,160,591 

diStRictS  -  5,400,956  -  - 10  5,400,956 

totAl wAteR And SeweR  
Revolving loAnS

 -  $104,811,827  -  - 66  $104,811,827 

notes

g.o. Bond AnticiPAtion noteS  -  $58,513,000  -  $366,266,126 50  $424,779,126 

RevenUe noteS  -  38,191,000  -  - 15  38,191,000 

totAl noteS  -  $96,704,000  -  $366,266,126 65  $462,970,126 

total bonDs anD notes  $327,395,000  $439,361,133  $1,395,244,777  $870,533,545 233  $3,032,534,455 

p u R p o s e s  f o R  w h i c h  l o c a l  g o v e R n m e n t s  s o l D  b o n D s  a n D  n o t e s

f i s c a l  y e a R  2 0 1 2

chaRt 7

electronically in a unique mail box. The process went 

smoothly and was well received by all users, especially 

by the local governments and State agencies. The system 

was designed to improve turnaround time, allowing much 

quicker identification of financial issues and/or crisis 

conditions, and used much less paper than the old system 

of sending two to three bound paper copies of financial 

statements to the State for processing. 

Stage 2, which will be implemented in 2012-13, will include 

the design, acquisition and implementation of new information 

management software to facilitate the collection of data relevant 

to local government financial information. The new software 

will provide better data management and facilitate analysis 

and search capabilities for local government financial data over 

multiple years. The system and its respective processes are 

expected to go live in the fall of 2012.
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Fy 2011-12 Fy 2010-11 Fy 2009-10

no. Amt. no. Amt. no. Amt.

bonDs solD foR state

  g.o. BondS (geneRAl FUnd)  -  $-  2  $774.8  2  $859.6 

  g.o. BondS (HigHwAy FUnd)  -  -  -  -  - 

  SPeciAl indeBtedneSS  2  767.4  1  500.0  - 

  gRAnt AnticiPAtion RevenUe veHicle BondS  2  325.1  -  -  1  242.5 

  nc tURnPike AUtHoRity RevenUe BondS  2  224.5  1  233.9  1  622.8 

  total issueD  6  1,317.0  4  $1,508.7  4  $1,724.9 

bonDs anD notes solD foR local goveRnment units

g.o. BondS  52  1,401.4  47  854.9  88  2,563.2 

RevenUe BondS  48  1,046.8  43  1,106.1  41  1,489.7 

SPeciAl oBligAtion BondS - Solid wASte  2  16.5  3  28.3  2  18.4 

g.o. noteS  50  424.8  37  235.7  36  381.1 

RevenUe noteS  15  38.2  19  45.4  27  301.3 

SUBtotAl BondS & noteS iSSUed  167  2,927.7  149  $2,270.4  194  $4,753.7 

inStAllment/leASe contRActS Sold FoR locAl UnitS  132  1,197.2  158  925.8  122  $1,557.1 

wAteR & SeweR Revolving loAnS  21  80.9  75  102.9  30  79.3 

wAteR & SeweR Revolving loAnS (StimUlUS)  45  23.9  -  -  73  88.6 

total foR local goveRnment units  365  $4,229.7  382  $3,299.1  419  $6,478.7 

Revenue bonDs solD foR

medicAl cARe commiSSion  11  765.4  18  859.2  18  1,100.4 

HoUSing FinAnce Agency  1  14.2  1  14.2  3  217.1 

PoweR AgencieS  1  424.0  1  146.1  5  846.5 

indUStRiAl FAcilitieS And PollUtion contRol FinAncing 
AUtHoRitieS

 2  7.9  14  351.8  11  93.5 

cAPitAl FAcilitieS FinAnce Agency  6  128.8  7  184.3  10  195.0 

centenniAl AUtHoRity  -  -  -  -  1  37.9 

total issueD  21  $1,340.3  41  $1,555.6  48  $2,490.4 

gRanD total issueD  392  $6,887.0  427  $6,363.4  471  $10,694.0 

chaRt 8

Debt management activities -  state anD local (in millions)

fiscal yeaR 2012



NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

79

S t a t E  H E a Lt H  P L a n  d i v i S i o n

State Health Plan
divis ion

n o rt H  C a r o l I n a  S tat e  t r e a S u r e r ’ S  a n n ua l  r e P o rt  •  2 0 1 1 - 2 0 1 2
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The State Health Plan for Teachers and State Employees was officially transferred to the Department of State Treasurer  

Jan. 1, 2012. While this report contains data for the entire 2011-12 fiscal year, the Department only oversaw operations for the 

final six months covered in this report.

The mission of the State Health Plan is to provide quality health care products and services for the health 
and well-being of North Carolina teachers, state employees, retirees and their dependents.

The Plan provides health care coverage to approximately 660,000 teachers, state employees, retirees, current and former lawmakers, 

state university and community college personnel, state hospital staff and their dependents. The Plan’s goals include maintaining quality, 

accessible and affordable health care for its members, ensuring fiscal responsibility and transparency, enhancing member health and 

wellness, providing high-level customer service, and fostering a high-performing organization.

histoRy of the state health plan

S t a t E  H E a Lt H  P L a n  d i v i S i o n

1980

1970

1990

2000

2010

october 1982 – The State of North Carolina creates a Comprehensive Major Medical Plan for employees, retirees 
and certain dependents, under a Board of Trustees within the Office of State Budget and Management.

1982 – The State Health Plan becomes self-funded and Electronic Data Systems wins the contract for 
Plan services.

July 1971 – Legislation is passed directing the Teachers’ and State Employees’ Retirement System Board 
to establish health benefits for active employees and appropriating employer contributions of up to $10 per 
month starting July 1, 1972.  

July 1985 – Legislation is passed creating an Executive Administrator position for the Plan, which is 
appointed by the Commissioner of Insurance upon advice of the Committee on Employee Hospital and 
Medical Benefits and subject to confirmation by the General Assembly.

1987 – Blue Cross and Blue Shield of North Carolina is awarded a contract for claims 
processing and customer service.

august 1987 – Legislation is passed removing General Assembly confirmation of the 
Executive Administrator and directing the Committee to review programs, rather than 
recommend them.

July 1983 – Legislation is passed removing the Board from the Office of State Budget and 
Management and giving the Board additional independent authority. 

october 2000 – State Health Plan membership surpasses 500,000.

april 2005 – State Health Plan partners with Medco (now Express Scripts) to provide pharmacy services.

october 2005 – State Health Plan launches NC HealthSmart healthy living initiative. (See page 87 for 

more information.)

may 2011 – Senate Bill 323 and House Bill 578 become law, transferring the State Health Plan to the Department 

of State Treasurer.

December 2011 – Plan’s new Board of Trustees is established.

2006 – State Health Plan membership surpasses 600,000.

January 2012 – The State Health Plan officially transfers to the Department of State Treasurer.   
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The transition of the State Health Plan to the Department of State Treasurer placed the administration of health and retirement benefits 

under one roof, allowing for improved communication and coordination. It is envisioned that this change will enable long-range strategic 

planning to ensure the sustainability of benefits, which was not possible in the former structure. The Treasurer, Executive Administrator 

and Board of Trustees are designated as fiduciaries for the Plan, with ultimate decision-making entrusted to the Treasurer.

state health plan boaRD of tRustees stRuctuRe
The new governance structure outlined in the legislation established a 10-member Board of Trustees with fiduciary responsibility. 

The Board of Trustees is tasked with making significant decisions regarding the State Health Plan, such as approving large contracts, 

designing Plan benefit programs, and setting premium rates, copays and deductibles. The legislature still determines member eligibility 

rules and provides state funding for the Plan.

The legislation also outlined that the Board of Trustees should be composed of: an employee of a State department, agency or institution; 

a teacher employed by a North Carolina public school system; a retired employee of a State department, agency or institution; and a 

retired teacher from a North Carolina public school system. The board was also to be made up of experts with relevant skills such as 

health economics, health benefits and administration, and health law. 

membeRs of the boaRD of tRustees aRe appointeD oR seRve in the following way: 

State treasurer 
is an ex officio 
member of the 
Board and serves as 
its chair, but only 
votes in the event 
of a tie.

director of State 
Budget serves as 
an ex officio non-
voting member.

two members are 
appointed by the 
governor. 

two members are 
appointed by the 
State treasurer. 

two members 
are appointed 
by the general 
Assembly upon the 
recommendation 
of the Speaker 
of the House of 
Representatives. 

two members 
are appointed 
by the general 
Assembly upon the 
recommendation 
of the President 
Pro tempore of the 
Senate. 

state health plan stRuctuRe
The State Health Plan provides health care coverage to approximately 660,000 teachers, state employees, retirees, current and former 

lawmakers, state university and community college personnel, state hospital staff and their dependents. 

Among total membership, there are:

• Nearly 474,000 active employees and dependents. Dependents include spouses and children up to age 26.

• More than 2,800 COBRA participants and their dependents. The Consolidated Omnibus Budget Reconciliation Act of 1985 

(“COBRA”) requires most employers with group health plans to offer employees the opportunity to continue their group health 

care coverage temporarily under their employer's plan if their coverage otherwise would cease due to termination, layoff or other 

change in employment status.

• More than 188,000 retirees and their dependents. 



NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

80

S t a t E  H E a Lt H  P L a n  d i v i S i o n

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

81

S t a t E  H E a Lt H  P L a n  d i v i S i o n

aveRage membeRship by employee status 
(apRil thRough June 2012)

Actives
(473,246)

71%

Medicare
Retirees
(123,538)

19%

Non-Medicare Retirees
(64,741)
10%

COBRA/RIF
(2,848)
0.4%

The Plan offers two Preferred Provider Organization (“PPO”) plans, described below, using the Blue OptionsSM network. These plans 

offer freedom of choice among in-network providers, lower out-of-pocket costs and a strong emphasis on preventive health.

• The 70/30 Basic PPO Plan has higher copays, coinsurance and deductibles in exchange for reduced premiums when members 

choose coverage for more than just themselves. In April through June of 2012, the 70/30 Plan accounted for 222,924 members, 

or 34 percent of total membership.

• The 80/20 Standard PPO Plan has a higher coverage level than the Basic plan. In April through June of 2012, the 80/20 Plan accounted 

for 441,448 members, or 66 percent of total membership.

aveRage membeRship by plan 
(apRil thRough June 2012)

PPO Basic
(222,924)

34%
PPO Standard

(441,448)
66%
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aveRage membeRship by entity 
(apRil thRough June 2012)

Community Colleges
(23,622)

4%

Charter Schools
(3,701)

1%

Municipalities
(2,811)
0.4%

Public Schools
(254,877)

38%

Retirees
(188,279)

28%

Agencies
(110,690)

17%

Universities
(80,393)
12%
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membeRship health snapshot
The State Health Plan monitors the general health of its member population to identify and address health-related trends.

health snapshot of plan membeRs as of DecembeR 2011

Healthy
46.8%

Catastrophic
0.8%

Chronic
52.4%

total claims by membeR health status

Healthy 
Member Claims

11.3%
($316 million)

Catastrophic
Member Claims

12.8%
($357 million)Chronic

Member Claims
75.9%

($2.1 billion)

The Plan also tracks member health trends from year to year. Within the total non-Medicare population, between fiscal year 2006 and 

fiscal year 2011, the Clinical Risk Group analysis found that over the six-year period:

• The percentage of healthy members decreased from 50.2 percent to 46.8 percent.

• The percentage of chronic members increased from 48.9 percent to 52.4 percent.

• The percentage of catastrophic members remained relatively stable every year.  
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division Structure
The State Health Plan is dedicated to providing members with an 

excellent customer experience and convenient access to health 

and wellness programs. The Plan is self-insured and exempt 

from the Employee Retirement Income Security Act (“ERISA”) 

as a government-sponsored plan. 

The Plan is organized into several core sections to most 

effectively administer member benefits and costs. These 

sections are:

• Policy, Planning and Analysis

• Health Plan Operations

• Integrated Health Management 

• Contracting and Legal Compliance

• Pharmacy

• Data Reporting and Analytics

Policy, Planning and Analysis
The Policy, Planning and Analysis section is primarily responsible 

for the development of Plan benefit design and product options, 

including:

• The development of financial projections

• Analysis of financial performance of the Plan as a whole and 

individual products/benefit design options

• Review of overall Plan financial forecasts related to benefit 

design, option selection and member attributes

In addition, the section serves as primary contact for external 

requests and relationships with the North Carolina General 

Assembly, other governmental bodies, and various stakeholder 

organizations.  The section serves the Plan and the Department 

of State Treasurer as health care and health plan policy experts 

and analysts, conducting research and providing information as 

needed for the Plan, the Department, the General Assembly and 

other external bodies.

Health Plan Operations
Health Plan Operations is primarily responsible for the State 

Health Plan’s third party administrative services agreement, 

including: customer service, member eligibility, enrollment, 

claims and related services.

In conjunction with the Department of State Treasurer, the 

Operations team is responsible for all internal, external and 

member communications for the Plan.

Integrated Health Management
Integrated Health Management (“IHM”) is responsible for 

the management of the Plan's healthy living initiative, NC 

HealthSmart. This program provides a continuum of health and 

wellness supports and services for Plan members, including: 

health promotion, worksite wellness, health coaching, and 

disease and case management. For more information on NC 

HealthSmart, see page 87.

Contracting and Legal Compliance
The Contracting and Legal Compliance section is responsible for 

all State Health Plan contract procurement, contract monitoring, 

regulatory compliance and legal compliance.  Nearly all the Plan’s 

expenditures, $2.6 billion for fiscal year 2011-12, are made 

through contractual agreements. These agreements enable the 

Plan to provide comprehensive health benefits for the more than 

660,000 teachers, state employees, retirees, and dependents 

covered by the Plan.

Pharmacy 
The Pharmacy section is responsible for the management, 

development and enhancement of all aspects of the Plan's 

pharmacy contracts and programs. This includes implementing 

strategic pharmacy initiatives, overseeing the Plan's pharmacy 

benefit manager contract to ensure maximum economic value, 

and managing the Plan's Medicare Part D program.

Data Reporting and Analytics
The Data Reporting and Analytics section collects, analyzes and 

summarizes data in order to generate statistical, financial and 

analytic reports to assist the Plan in making data-driven business 

decisions. 
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funDing the state health plan
The General Assembly does not appropriate funds directly to the State Health Plan. Instead, it provides funds to state agencies, 

universities, community colleges, local school systems and the retirement system to pay an “employer contribution” or monthly 

premium on behalf of employees and retirees.  As such, the State Health Plan is 100 percent receipt-supported, with premium receipts, 

including employer contributions and amounts paid by employees and retirees for their own and dependent coverage, representing 

approximately 97 percent of total revenues in fiscal year 2011-12. 

fy 2011-12 plan Revenues 
($ millions)

($2,266.0)
79.4%

($484.0.0)
17.0%

($57.5)
2.0%

($3.0)
0.1%

($42.1)
1.5%

While the General Assembly does not appropriate funds directly to the State Health Plan, the State’s General Fund is the primary source 

of funding for employer contributions.  

fy 2011-12 pRemium contRibutions 
($ millions)

($90.6)
3.3%

($1,812.8)
65.9%

($484.0)
17.6%

($362.6)
13.2%

 state emPloyer contributions     

 member Paid Premiums

  federal medicare retiree
drug subsidy

  federal early retiree 
reinsurance Program subsidy

 investment earnings

 general fund     

 member Paid Premiums

 highway fund

  other state receiPts/
emPloyer funds
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Traditionally the State has offered employee-only and retiree-

only coverage on a “non-contributory” basis, meaning the state 

paid the full premium cost on behalf of employees and retirees 

through the employer contribution.  In the 2011 legislative 

session, the General Assembly introduced, for the first time, an 

employee-only and retiree-only premium effective September 

1, 2011.  The new premium applied only to those enrolled in 

the 80/20 Standard PPO plan option and was priced at $10.00 

per month for Medicare retirees and $21.62 for employees and 

non-Medicare retirees.  Active employees and retirees could 

still elect coverage under the 70/30 Basic PPO plan option on a 

premium-free basis.  

Currently employees and retirees may enroll their eligible 

dependents in the plan on a “fully contributory” basis, meaning 

the member is responsible for paying the full premium cost of 

dependent coverage.  

Premium rates are established for each state biennium based on 

an actuarially based forecast prepared by the Plan’s consulting 

actuary.  Historical claims experience is trended forward to cover 

anticipated increases in cost and utilization and any required or 

proposed benefit changes. The forecasting methodology also 

assumes the build-up and maintenance of an adequate reserve 

to cover fluctuating claims costs and cash flows.  

The forecast model produces a projected premium increase that 

is required to cover the Plan’s expenses during the upcoming 

forecast period or fiscal biennium, and that premium increase 

is applied to all rates across the board.  If a 5 percent increase 

is required according to the model, the General Assembly is 

asked to increase the employer contribution by 5 percent and 

the employee-only, retiree-only and dependent premium rates 

are also increased by 5 percent.  

Future premium rates are impacted by the Plan’s actual financial 

performance.  If claims experience is less than projected, the 

Plan’s cash reserves increase over the year and the required 

premium increase in the next year will be lower than originally 

projected.  Conversely, if claims experience is higher than 

projected, the Plan will spend down or use its reserve to cover 

the increased cost, and the required premium increase in the 

next year will be higher than originally projected.  

state health plan financial summaRy

FY 2009-10 FY 2010-11 FY 2011-12

PRemiUm contRiBUtionS $2,412,567,798 $2,683,532,588 $2,749,917,355 

otHeR ReceiPtS $77,890,152 $114,436,437 $102,762,812 

ToTal Revenues $2,490,457,950 $2,797,969,025 $2,852,680,167 

medicAl clAimS $1,797,515,414 $1,827,826,009 $1,826,775,490 

PHARmAcy clAimS $596,709,775 $655,868,735 $628,032,853 

ToTal Claims $2,394,225,189 $2,483,694,744 $2,454,808,343 

AdminiStRAtive exPenSeS $164,649,780 $165,902,094 $165,480,561 

ToTal expendiTuRes $2,558,874,969 $2,649,596,838 $2,620,288,904 

PlAn income/(loSS) ($68,417,019) $148,372,187 $232,391,263 
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nc healthSMART
NC HealthSmart, the Plan’s healthy living initiative, provides members with tools and services to help them manage weight, quit 

smoking, exercise better, reduce stress and take easy preventive steps to protect their health. Resources include healthy lifestyle, 

maternity and behavioral health coaches. Many programs are offered to members at no extra cost. 

NC HealthSmart services include: 

• Preventive services, from flu shots to routine physicals

• A 24-hour nurse line to help provide quick answers to medical concerns

• Specialty Case Management to help with Chronic Kidney Disease (“CKD”) and End Stage Renal Disease (“ESRD”)

• Maternity coaches to offer support and answer questions about mother and baby health

• An online Personal Health Portal featuring:

—  A Health Assessment online or by phone to help employees learn about their health status

—  Digital Health Coaching with automated counseling to help participants eat healthier, be more active, lower cholesterol and 

more

—  A secure Personal Health Record to keep health information in one place

• Help quitting tobacco through QuitlineNC. This service includes support by phone and free nicotine replacement patches when 

participants talk to a Quit Coach® and enroll in the multi-call program. This service is available 24 hours a day, seven days a week. 

Between July 1, 2011 and June 30, 2012: 

— 667 members utilized the multiple call program.

—    853 members received Nicotine Replacement Therapy patches.

— 3,343 members called the 24-hour nurse line.

• Eat Smart, Move More, Weigh Less, a 15-week, live, interactive online weight management program

— Number of classes: 98 (117 classes in fiscal year 2010-11)

—  Number of enrollees: 1,810 (2,049 enrollees in fiscal year 2010-11)

—  Number of participants who completed course: 972 (1,428 participants in fiscal year 2010-11)

• Nurses, health coaches and case managers to help manage chronic diseases like diabetes, high blood pressure and depression, 

as well as other serious conditions such as cancer and severe injuries. Between July 1, 2011 and June 30, 2012:

—  15,444 members engaged with a health coach on disease management (8,620 in fiscal year 2010-11)

—  4,638 members engaged with a health coach for lifestyle coaching (3,474 in fiscal year 2010-11)

• 4,445 members – telephonic

• 193 members – online
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Among members who logged on to the Personal Health Portal, 17,620 members registered (top line in graph below) and 9,262 

completed their online health assessment (bottom line in graph below).
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17,620

9,262

nc healthSMART pilot pRogRams

The Plan oversees three pilot programs to measure the effectiveness of incentives designed to encourage members to access the 

online Personal Health Portal and take a Health Assessment. Pilot programs are offered to employees in the following partner agencies: 

• Charlotte-Mecklenburg Schools (“CMS”) – CMS employees who are Plan members can get a $15 reduced copay for primary care 

visits. To receive the reduced copay for themselves, spouses and dependents, eligible Plan subscribers must complete a Health 

Assessment and health screening and participate in a wellness challenge.

• Department of Health and Human Services agencies in Butner – To receive a $15 reduced copay for primary care visits, employees 

at the following sites must complete a Health Assessment and health screening:

— Central Regional Hospital

— R.J. Blackley Alcohol and Drug Abuse Treatment Center

— Whitaker Psychiatric Residential Treatment Facility 

—  Murdoch Developmental Center 
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the year’s Highlights
Stork Rewards
The Stork Rewards program is open to pregnant subscribers 

or spouses (dependent children are not eligible) who became 

pregnant on or after Oct. 1, 2011. To qualify, members must call 

a maternity coach at NC HealthSmart for an initial assessment 

and complete one action item, as determined by a coach, for 

each trimester following enrollment in the program.

• Qualifying participants have their inpatient hospital copayment 

waived at delivery:

• $233 for members enrolled in the 80/20 Standard plan 

• $291 for members enrolled in the 70/30 Basic plan

stoRK RewaRDs pRogRam highlights  
as of June 30, 2012: 

PRogRAm enRollment 2,480

PRogRAmS comPleted 1,328

Telephonic Enrollment Offered to Retirees
During Annual Enrollment, the State Health Plan began offering 

retirees the option to enroll by phone. This opportunity offered 

retirees the ability to either elect changes to their medical benefit 

electronically through ORBIT or by calling a toll-free number. This 

effort eliminated paper enrollment, which in turn saved time 

and money and provided more efficiency around the enrollment 

process. Retirees also received reminder calls, which gave them 

the option of enrolling by phone and provided assistance with a 

customer service representative if needed. 

• 120,137 calls were made to retirees from March 19  

to June 25, 2012.

• 4,146 retirees opted for assistance based on the  

reminder call.

• 1,966 elected to make a change to their enrollment.

State Health Plan Board of Trustees Actions
The new governance structure outlined in legislation established 

a 10-member Board of Trustees with fiduciary responsibility over 

State Health Plan operations. During its inaugural six months, the 

board took the following actions:

• Approved a recommendation to implement an Employer 

Group Waiver Program (“EGWP”) for retirees on Medicare. 

The move is expected to save the state approximately $19.3 

million annually in Medicare retiree prescription drug costs 

(on an incurred basis) and reduce the state’s unfunded liability 

related to Other Post-Employment Benefits (“OPEB”) by 19 

percent. Based on the evaluation as of December 31, 2011, 

the Plan’s consulting actuary estimates implementation 

of EGWP reduced the accrued liability by $4.9 billion. The 

reduction of unfunded liability has a positive impact on the 

state’s AAA bond rating. The transition to EGWP takes place 

Jan. 1, 2013. 

• Approved an additional recommendation to cap the maximum 

amount members must pay to cover the difference between 

brand and generic medications when a generic equivalent is 

available. Under the new provision, members would pay no 

more than $100 per a 30-day supply of brand medication.

• Affirmed the health plan design and premium structure 

enacted by the General Assembly in May 2011.

New Contracts Awarded for Third Party Administration 
and Related Services
The State Health Plan issued a Request for Proposals (“RFP”) 

in February 2012 for third party administrators for health care 

claims and related services. The RFP was designed to offer the 

Board of Trustees the flexibility to consider different health care 

plans that will be in the best interest of members. The intent 

of the RFP was to solicit partners who are industry leaders 

equipped to provide customer service, technology, staff and a 

collaborative approach needed to support the Plan’s employers 

and members.

legislation
The 2012 session of the North Carolina General Assembly 

enacted legislation to revise several sections of General Statute 

§ 135-48. This legislation clarified the rules under which 

employees can enroll in the Plan. Employees who do not elect 

to enroll themselves or dependents in the Plan when first eligible 

or within 30 days of hire will only be allowed to enroll during 

Annual Enrollment, unless they experience a qualifying event.

communications
The State Health Plan expanded its outreach effort to include 

the first printed issue of Member Focus, its monthly member 

newsletter. This special edition was sent to members in January 

2012 to inform them of the transition of the State Health Plan 

to the Department of State Treasurer.  The monthly electronic 

newsletter keeps members up-to-date on pharmacy and health 

benefits, and provides tips on how to stay healthy and save 

money. From February 2011 to February 2012, the Plan saw a 

22.5 percent increase in subscribers, from 14,691 to 18,907.   
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unclaimeD pRopeRty anD escheats Division statistics

2009-10 2010-11 2011-12

AmoUnt oF FUndS dePoSited $163,293,449 $144,768,449 $115,665,277 

AmoUnt PAid to RigHtFUl owneRS $48,365,264 $46,962,169 $42,601,455

AmoUnt oF PRinciPAl tRAnSFeRRed FoR ScHolARSHiPS oUt oF 
tHe eScHeAt FUnd

$165,929,219 $136,799,219 $152,117,592

AmoUnt oF inteReSt Sent to SeAA FoR ScHolARSHiPS $7,343,987 $9,832,734 $9,834,939

inquiRies RegaRDing unclaimeD pRopeRty

nUmBeR oF PHone cAllS 88,625 89,295 115,248

nUmBeR oF weB SeARcHeS 4,345,909 4,776,414 5,364,423

totAl nUmBeR oF clAimS PAid 38,583 28,211 31,192
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The Department of State Treasurer oversees and maintains the State’s unclaimed property. By 
law, unclaimed property is escheated, or turned over, to the department for safekeeping. The 

Unclaimed Property and Escheats Division is responsible for recovering and returning such property 
to all rightful owners.

The funds in this program were previously held by financial 

institutions, insurance companies, government agencies 

and other businesses in the form of wages, utility deposits, 

insurance policy proceeds, and other sources of funds. 

Property is considered unclaimed when the apparent owner 

fails to communicate interest in it for a period of time called 

the dormancy period. Once the property has met its dormancy 

limit and the holder has made a good faith effort to locate an 

apparent owner, any funds they are holding are escheated to 

the State Treasurer’s Office. Upon receipt of this information, 

the Unclaimed Property and Escheats Division works to locate 

the owners by various means, including listing names on 

the website, earning media coverage through television and 

newspapers, and sending lists for Clerks of Court. 

The interest earned on these funds is sent to the State 

Education Assistance Authority (“SEAA”) for student loans and 

grants. At the end of the 2011-12 fiscal year, ending June 30, 

a total amount of $9.8 million from interest earned and $134.5 

million from the principal was sent to SEAA to be used for 

needy and worthy students. A total of 84,432 students were 

assisted through SEAA with scholarships from the Escheats 

Fund during the 2011-12 academic year. 

The General Assembly has mandated that additional funds 

from the principal be sent to the Department of Veterans 

Affairs Scholarship Fund in the amount of $6.5 million and 

the Community College Program in the amount of nearly  

$11 million.

Currently the unclaimed property fund is valued at approxi-

mately $344 million. This is a combination of unclaimed  

property collected from businesses and interest earnings from 

the investment of the fund. The total number of reports re-

ceived from businesses for year ending June 30, 2012, was 

10,142, totaling $115.7 million. 

Additionally, Division staff attends outreach events such as 

the North Carolina State Fair, Mountain State Fair, various civic 

organizations’ events and many others throughout the State to 

promote public awareness about the program.

The total number of claims paid for year ending June 30, 2012, 

was 31,192, totaling $42.6 million. Additionally, NCCash.com, 

a searchable online database of unclaimed property, now has 

nearly 120,000 subscribers who are automatically notified if 

they have property.

histoRy
The concept of escheat originated in England during the Middle 

Ages. The basic premise was that property which remained 

without an owner, or to which the owner’s heirs failed to make 

a claim, reverted to the Sovereign, from whom all property 

rights were derived. This concept was brought to the American 

colonies by the English settlers.

Upon the conclusion of the Revolutionary War, the State of 

North Carolina inherited the rights previously held by the Crown, 

including the right of escheat. The North Carolina Legislature 

adopted the University Act of 1789, which gave the newly 

formed University of North Carolina “all the property that has 

heretofore or shall hereafter escheat to the state.”

Throughout the early decades of the University, the escheat 

collections, though often minimal, provided a vital source of 

funds for the institution. The Treasurer of the University was 

responsible for the collection of escheat property under the 

law. For the period through June 30, 1971, the University of 

North Carolina had collected and was maintaining a fund of 

nearly $5 million.

Effective July 1, 1971, the State Treasurer was designated 

the Escheat Officer for the State of North Carolina, with the 

responsibility for collection, management and investment of 

moneys in the Escheat Fund.
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fiscal yeaR enDing 2008 2009 2010 2011 2012

totAl FUndS eScHeAted $ 111,952,092 $ 101,236,002  $ 163,293,449 $ 144,768,449 $ 115,665,277

totAl AmoUnt RetURned 28,340,521 39,372,068 48,365,264 46,962,169 42,601,455

totAl inteReSt eARningS Remitted to  

SeAA FoR StUdent loAnS And gRAntS
27,483,812 6,365,997 7,343,987 9,832,734 9,834,939

totAl PRinciPAl tRAnSFeRRed FoR 

ScHolARSHiP PRogRAmS
100,709,356 169,550,449 165,929,219 136,799,219 152,117,592

unclaimeD pRopeRty facts

160

120

80

40

0

2008 2009 2010 2011 2012
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Financial operations
divis ion
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financial opeRations Division statistics

2009-10 2010-11 2011-12

AmoUnt in cHeckS $22 Billion $22.6 Billion $20 Billion

totAl dollAR AmoUnt oF wiRe tRAnSFeRS PRoceSSed $123.9 Billion $132.9 Billion $155.8 Billion

totAl nUmBeR wiRe tRAnSFeRS 16,120 18,324 21,000

cASH BAlAnceS in tHe StAte tReASUReR’S dePoSitoRy  
AccoUnt At concentRAtion And commUnity BAnkS 

$50.9 million $ 27.8 million $100.4 million
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The Financial Operations Division (“FOD”) performs the State Treasurer’s role of serving as the State’s Banker 
and ensures that efficient banking services are provided to all State agencies and institutions. FOD is also 

charged with properly accounting for and reporting on all funds that are deposited, invested and disbursed through 
the Department of State Treasurer.
The Division comprises four areas: 

• Banking Operations

• Bank Reconciliation Unit

• Statewide Accounting Operations

• Departmental Accounting

histoRy
In 1925, the General Assembly passed a law stating that all 

deposits received by the State must be deposited into centralized 

accounts in the name of the State Treasurer at banks approved by 

the Treasurer. In 1929, it designated the State Treasurer’s office 

as the centralized office of deposits and disbursements. As such, 

the position of Treasurer for each state agency and department 

was eliminated. This centralized system for managing the flow 

of moneys collected and disbursed by all State departments, 

agencies, institutions and universities ensures that the State 

continues to be the prime beneficiary of the flow of State 

funds through the commercial banking system in the course of 

conducting State business.

By 2009, the Department began issuing warrants electronically to 

vendors, employees and retirees.

FOD was formed in its current setup in 2001. Prior to that time, the 

Departmental Accounting section was part of the Administrative 

Services Division, while the Banking and Statewide Accounting 

sections were part of the Investment and Banking Division. The 

2001 redesign was intended to make the workflow more efficient 

and cleaner for internal controls. 

banKing opeRations
All revenues collected by a State entity on behalf of the State 

must be deposited with the State Treasurer. Banking Operations 

maintains depository relationships with various North Carolina 

banks and savings institutions in order for those entities to have 

a convenient location to make their deposits. Relationships are 

maintained with six of the major banking institutions that have a 

statewide branch network (Wells Fargo, Bank of America, PNC, 

First Citizens, BB&T and SunTrust), as well as more than 90 other 

bank accounts across the state. State funds are deposited both 

at branch locations as well as electronically through Automated 

Clearing House and wires. Banking Operations reviews all incoming 

electronic payments and ensures that the funds are credited to the 

account of the agency expecting the funds.

Banking Operations also monitors the Collateralization of Public 

Deposits program, which requires that public funds have securities 

pledged against them to ensure that public funds on deposit across 

the State that belong to the State and local governments are made 

whole in the event of bank failure. As of June 30, 2012, Banking 

Operations oversaw $6.6 billion in pledged securities and collateral 

for $5.4 billion in deposits not otherwise covered by the Federal 

Deposit Insurance Corporation. 

State entities disburse funds from their accounts maintained with 

the State Treasurer either electronically or by the issuance of 

warrants or checks. During fiscal year 2011-12, more than 6 million 

warrants were processed, representing approximately $20 billion in 

payments. In addition, Banking Operations initiated approximately 

21,000 wires in the amount of $155.8 billion.

Banking Operations is also responsible for activities of the Divi-

sion’s custodian bank, including securities delivery instructions, 

as well as collection of income and maturities.

banK Reconciliation unit 
The Bank Reconciliation Unit is responsible for reconciling all of the 

State Treasurer’s bank accounts. The unit reports to the Director 

of FOD for internal control purposes.

statewiDe accounting opeRations
This area manages the accounting for the State Treasurer’s $87 

billion investment pool and banking programs. It also maintains the 

general ledgers for the pension fund, employee benefit trust funds 

and the Escheats Fund, also known as the Unclaimed Property 

Fund, administered by the State Treasurer. The accounts for the 

outstanding General Obligation and Special Indebtedness of the 

State are maintained by the Statewide Accounting Operations 

area. Functions include the recording of new debt and the timely 

payment of principal and interest for the State’s debt. The area is 

also responsible for the financial statement audit of the NC 401(k) 

Plan (Supplemental Retirement Income Plan) and the NC 457 Plan 

(Public Employee Deferred Compensation Plan).

DepaRtmental accounting 
The Departmental Accounting area manages all fiscal duties that 

relate to the administration of the programs of the Department of 

State Treasurer. These duties include developing and monitoring 

the operating budget for the Department, preparing payroll for 

approximately 400 employees and contractors, managing accounts 

payable and enforcing centralized purchasing. 
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Statistical 
tables

n o rt H  C a r o l I n a  S tat e  t r e a S u r e r ’ S  a n n ua l  r e P o rt  •  2 0 1 1 - 2 0 1 2

 



NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

98

S t a t i S t i c a L  t a b L E S

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

99

S t a t i S t i c a L  t a b L E S

lexington, newbridge Bank  $1,099,999.35 

lillington, Fidelity Bank  $1,000,000.08 

lumberton, lumbee guaranty Bank  $1,000,000.37 

manteo, east carolina Bank  $1,000,000.25 

marion, Fifth third Bank  $1,000,000.18 

marion, mountain First Bank  $1,000,000.26 

mayodan, First Bank  $5,758.20 

mt. Airy, Southern community Bank  $1,000,000.12 

mt. Airy, Surrey Bank  $1,000,000.14 

mt. olive, Southern Bank & trust  $999,999.62 

murphy, United community Bank  $999,999.95 

nags Head, east carolina Bank  $104,022.85 

newland, United community Bank  $1,000,000.06 

newton, Peoples Bank  $1,000,000.22 

north wilkesboro, yadkin valley Bank & trust  $1,000,000.39 

ocracoke, east carolina Bank  $175,158.92 

Pembroke, lumbee guaranty Bank  $999,999.85 

Plymouth, Southern Bank & trust  $910,361.76 

Polkton, First Bank  $322,331.64 

Raleigh, mechanics & Farmers Bank  $961,760.39 

Reidsville, newbridge Bank  $999,999.70 

Robbins, Fidelity Bank  $690,502.26 

Robbinsville, United community Bank  $235,098.86 

Salemburg, Southern Bank & trust  $700,576.37 

Salisbury, Fidelity Bank  $211,822.50 

Sanford, First Bank  $1,000,000.48 

Seven Springs, Southern Bank & trust  $1,000,000.31 

Shelby, Fidelity Bank  $999,999.86 

Shelby, First national Bank  $1,000,000.33 

Siler city, Fidelity Bank  $3,506.12 

Sparta, Fifth third Bank  $49,419.49 

Spruce Pines, td Bank  $999,999.71 

Sugar mountain, mountain community Bank  $167.47 

Swan quarter, east carolina Bank  $252,214.37 

tarboro, the Heritage Bank  $999,999.95 

troy, Fidelity Bank  $999,999.95 

troy, First Bank  $1,000,000.22 

wadesboro, Anson Bank and trust  $326,773.64 

walnut cove, Southern community Bank  $999,999.57 

wanchese, east carolina Bank  $716,419.14 

washington, First Bank  $1,000,000.01 

waynesville, United community Bank  $999,999.94 

wentworth, Fidelity Bank  $999,999.67 

west Jefferson, Fifth third Bank  $338,250.45 

wilmington, First Federal Bank  $14,400.00 

windsor, Southern Bank & trust  $1,000,000.22 

winton, Southern Bank & trust  $999,999.55 

yanceyville, Fidelity Bank  $999,999.62 

total non-main Bank Accounts  $64,736,449.94 

treasurer’s cash balance 6/30/2012  $100,441,709.59 

concentration Bank Accounts

Raleigh, Bank of America & BoA  
Unemployment clearing Account  $6,306,531.95 

Raleigh, Branch Banking & trust co.  $3,063,419.80 

Raleigh, First citizens Bank & trust co.  $1,302,707.41 

Raleigh, Pnc Bank  $325,384.37 

Raleigh, Suntrust Bank & trust co.  $1,612,447.69 

Raleigh, wells Fargo Bank, nA  $23,094,768.43 

total concentration accounts  $35,705,259.65 

non-main Bank Accounts

Aberdeen, First Bank  $1,000,000.21 

Ahoskie, Southern Bank & trust  $999,999.90 

Albemarle, Bank of Stanley  $999,999.55 

Angier, First Bank  $1,000,000.43 

Asheboro, community one Bank  $1,000,000.01 

Asheboro, First Bank  $1,000,000.27 

Bakersville, United community Bank  $595,664.74 

Bath, Southern Bank & trust  $18,401.10 

Boone, Bank of granite  $1,000,000.17 

Bryson city, United community Bank  $893,927.20 

Burnsville, td Bank  $207,464.20 

camden, townebank  $551,507.49 

cary, Fidelity Bank  $805,913.78 

columbia, east carolina Bank  $725,960.65 

columbus, tryon Federal Bank  $904,628.42 

concord, Fifth third Bank  $999,999.74 

creedmoor, Fidelity Bank  $80,245.50 

creswell, east carolina Bank  $34,049.10 

currituck, east carolina Bank  $1,000,000.17 

danbury, newbridge Bank  $108,313.94 

durham, mechanics & Farmers Bank  $1,000,000.41 

edenton, Southern Bank & trust  $1,000,000.18 

engelhard, east carolina Bank  $201,447.15 

Fayetteville, capital Bank  $1,100,000.21 

Franklin, macon Savings Bank  $1,000,000.48 

gastonia, Fidelity Bank  $999,999.71 

gatesville, Southern Bank & trust  $439,616.55 

grantsboro, First South Bank  $679,295.58 

greensboro, mechanics & Farmers Bank  $1,000,000.07 

Hampstead, First Federal Bank  $999,999.70 

High Point, High Point Bank  $1,000,000.27 

Jefferson, Fifth third Bank  $999,999.50 

kenansville, First Bank  $999,999.86 

kernersville, Bank of north carolina  $999,999.57 

kings mountain, Fidelity Bank  $26,311.85 

lake lure, td Bank  $42,589.03 

laurinburg, First Bank  $999,999.87 

lenoir, Bank of granite  $1,053,495.86 

lewiston, Southern Bank & trust  $149,073.16 

tABle 1

tReasuReR’s cash balances as of June 30, 2012
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tABle 2

summaRy of investments by paRticipants

foR the peRioDs enDeD June 30, 2012 anD June 30, 2011 (in thousanDs)

RetiRement tRust funDs June 30, 2012 June 30, 2011

teAcHeRS’ And StAte emPloyeeS’ RetiRement SyStem  $55,132,969  $55,732,927 

locAl goveRnmentAl emPloyeeS’ RetiRement SyStem  18,626,037  18,478,709 

noRtH cARolinA FiRemen’S PenSion FUnd  282,969  288,088 

ReScUe SqUAd woRkeRS’ PenSion FUnd  34,910  35,295 

conSolidAted JUdiciAl RetiRement SyStem  440,730  440,924 

noRtH cARolinA nAtionAl gUARd PenSion PlAn  88,017  86,317 

legiSlAtive RetiRement SyStem  27,634  28,866 

totAl RetiRement tRUSt FUndS  $74,633,266  $75,091,126 

otheR funDs

geneRAl FUnd  $1,849,908  $1,849,707 

otHeR FUndS wHicH eARn inteReSt FoR tHe geneRAl FUnd  1,317,184  1,397,347 

HigHwAy FUnd  675,923  823,479 

HigHwAy tRUSt FUnd  435,822  212,767 

UniveRSity FUndS  2,519,832  2,368,667 

otHeR indePendent tRUSt FUndS  4,382,944  4,102,579 

locAl PoliticAl SUBdiviSionS  866,669  749,894 

licenSing BoARdS  26,911  28,800 

otHeR non-PenSion inveStmentS  1,154,416  1,017,452 

totAl otHeR FUndS  $13,229,609  $12,550,692 

gRanD total all funDs  $87,862,875  $87,641,818 
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tABle 3

statement of DepaRtmental Revenues anD expenDituRes buDget anD actual (buDgetaRy basis)

geneRal funD (DepaRtmental activities only) foR the fiscal yeaR enDeD June 30, 2012

AUtHoRiZed 
BUdget

yeAR-to-dAte
ActUAl

vARiAnce FAvoRABle
(UnFAvoRABle)

DepaRtmental expenDituRes

     geneRAl AdminiStRAtion  $1,951,559  $1,945,000  $6,559 

     eScHeAt oPeRAtionS  3,151,651  2,964,440  187,211 

     inFoRmAtion SeRviceS  8,130,339  8,130,317  22 

     inveStment mAnAgement oPeRAtionS  5,764,422  5,467,249  297,173 

     locAl goveRnment oPeRAtionS  4,381,918  3,988,277  393,641 

     RetiRement oPeRAtionS  19,515,630  17,903,602  1,612,028 

     StAte HeAltH PlAn oPeRAtionS *  180,464,149  165,480,562  14,983,587 

     FinAnciAl oPeRAtionS:

           BAnking  3,244,057  3,074,272  169,785 

           AccoUnting  1,578,196  1,451,305  126,891 

total expenDituRes  $228,181,921  $210,405,024  $17,776,897 

DepaRtmental Receipts

     geneRAl AdminiStRAtion  $1,951,559  $1,945,000  $(6,559)

     eScHeAt oPeRAtionS  3,151,651  2,964,440  (187,211)

     inFoRmAtion SeRviceS  8,130,339  8,130,317  (22)

     inveStment mAnAgement oPeRAtionS  2,245,129  1,957,883  (287,246)

     locAl goveRnment oPeRAtionS  4,381,918  4,104,604  (277,314)

     RetiRement oPeRAtionS  19,515,630  17,903,602  (1,612,028)

     StAte HeAltH PlAn oPeRAtionS *  180,464,149  165,480,562  (14,983,587)

     FinAnciAl oPeRAtionS:

           BAnking  -  157  157 

           AccoUnting  1,578,196  1,451,305  (126,891)

total Receipts  $221,418,571  $203,937,870  ($17,480,701)

appRopRiation  $6,763,350  $6,467,154  $296,196 

* State Health Plan became a division of DST effective January 1, 2012.
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tABle 4

geneRal obligation bonDs

local goveRnment RefeRenDa anD authoRizations

fiscal yeaR July 1, 2011 thRough June 30, 2012

fiscal yeaR thRough June 30, 2012

PRoPoSitionS BondS

# # % $ $ %

counties: pRoposeD appRoveD appRoveD pRoposeD appRoveD appRoveD

voteD pRopositions:

commUnity college 1 1 100.00%  $12,900,000  $12,900,000 100.00%

totAl 1 1 100.00%  $12,900,000  $12,900,000 100.00%

nonvoteD pRopositions:

ReFUnding 12 12 100.00% $ 689,473,000  $689,473,000 100.00%

totAl 12 12 100.00%  $689,473,000  $689,473,000 100.00%

DistRicts:

voteD pRopositions:

wAteR 4 3 75.00%  $30,992,000  $9,992,000 32.24%

SeweR 1 1 100.00%  13,211,000  13,211,000 100.00%

totAl 5 4 80.00%  $44,203,000  $23,203,000 52.49%

nonvoteD pRopositions:

ReFUnding 3 3 100.00%  $12,115,000  $12,115,000 100.00%

totAl 3 3 100.00%  $12,115,000  $12,115,000 100.00%

municipalities:

voteD pRopositions:

wAteR 1 1 100.00% $3,366,000  $3,366,000 100.00%

StReetS 3 2 66.67%  23,000,000  17,000,000 73.91%

HoUSing 1 1 100.00%  16,000,000  16,000,000 100.00%

tRAnSPoRtAtion 1 1 100.00%  40,000,000  40,000,000 100.00%

PARkS & RecReAtion 4 3 75.00%  32,000,000  27,500,000 85.94%

lAnd 1 1 100.00%  1,500,000  1,500,000 100.00%

totAl 11 9 81.82%  $115,866,000  $105,366,000 90.94%

nonvoteD pRopositions:

ReFUnding 15 15 100.00%  $327,051,000  $327,051,000 100.00%

2/3RdS 4 4 100.00%  25,285,000  25,285,000 100.00%

totAl 19 19 100.00%  $352,336,000  $352,336,000 100.00%

total voteD 17 14 82.35%  $172,969,000  $141,469,000 81.79%

total nonvoteD 34 34 100.00%  $1,053,924,000  $1,053,924,000 100.00%

gRanD totals 51 48 94.12% $1,226,893,000  $1,195,393,000 97.43%
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municipalities: amount

UtilitieS

SAnitARy SeweR  $8,103,657 

electRic  2,040,747 

gAS  1,370,000 

wAteR  27,934,230 

 $39,448,634 

PUBlic BUildingS

FiRe StAtion  $3,547,800 

mUniciPAl BUildingS  16,011,424 

town HAll  18,785,646 

JAil  6,000,000 

convention centeR  4,000,000 

coliSeUm comPlex  24,000,000 

PUBlic SAFety  37,800,000 

 $110,144,870 

PARking  $19,100,000 

wAStewAteR  558,000 

RecReAtion  7,049,462 

StReetS & SidewAlkS  12,442,530 

eqUiPment  5,530,339 

telecommUnicAtionS  3,485,500 

ReFUnding  174,023,000 

StoRmwAteR  1,130,000 

economic develoPment  2,750,000 

inFRAStRUctURe develoPment  5,000,000 

veHicleS  3,500,000 

 $234,568,831 

subtotal  $384,162,335 

counties: amount

ScHoolS  $121,182,604 

PUBlic BUildingS

coURtHoUSe / 
lAw enFoRcement / JAil  60,560,000 

coUnty BUildingS  46,959,300 

HoSPitAl  14,000,000 

liBRARy  1,500,000 

 $123,019,300 

UtilitieS

electRic  $700,000 

wAteR  8,615,024 

SAnitARy SeweR  12,159,109 

 $21,474,133 

commUnity college  $15,369,588 

economic develoPment  17,075,000 

Solid wASte  4,370,000 

ReFUnding  443,364,490 

eqUiPment  3,160,000 

telecommUnicAtionS  19,050,000 

 $502,389,078 

commUnity collegeS

gUARAnteed eneRgy SAvingS 
contRAct  $10,381,380 

diStRictS/AUtHoRitieS

wAteR  $3,228,210 

mUniciPAl BUilding  225,000 

SeweR  300,000 

ScHoolS  32,324,000 

 $36,077,210 

subtotal  $814,523,705 

gRanD total  $1,198,686,040 

tABle 5

installment puRchase agReements appRoveD by puRpose

fiscal yeaR July 1, 2011 thRough June 30, 2012
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tABle 6

installment anD lease agReements

appRoveD by the local goveRnment commission fiscal yeaRs enDeD June 30, 2012, 2011, anD 2010

(in millions)

fy 2011-12 fy 2010-11 fy 2009-10

no. Amt. no. Amt. no. Amt. 

coUntieS 24  $   309.4 38  $   391.1 50  $   904.0 

mUniciPAlitieS 44  210.1 53  248.6 54  354.0 

AUtHoRitieS/diStRictS 5  36.0 1  3.0 1  4.0 

commUnity college/geSc 7  25.7 11  68.4 2  2.2 

SUBtotAl 80  $   581.2 103  $   711.1 107  $1,264.2 

ReFUndingS 32  $   617.4 16  $   346.8 11  $   444.0 

gRAnd totAl 112         $1,198.6* 119         $1,057.9* 118  $1,708.2 

*Total includes refundings. 

               
tABle 7

summaRy of state anD local goveRnment 

Debt anD authoRizations at June 30, 2012

general
obligation

Debt

special 
indebtedness/
installment/

lease purchase
Debt

Revenue bond/
Revolving and 

state bond  
loan/special

obligation  
bond Debt total

industrial
Revenue
bonds

total
indebtedness

general
obligation

bonds
authorized

and unissued

non-general
obligation 

Debt 
authorized 

and unissued

State of nc  $4,470,500,000  $2,383,900,000  $ -  $6,854,400,000  $ -  $6,854,400,000  $ -  $455,827,041 

garvee1  -  -  657,620,000  657,620,000  -  657,620,000  -  - 

nc turnpike  -  -  1,081,183,108  1,081,183,108  -  1,081,183,108  -  - 

State Authorities 
and institutions  -  -  32,980,902,275  32,980,902,275  -  32,980,902,275  -  - 

    totals  $4,470,500,000  $2,383,900,000  $34,719,705,383  $41,574,105,383  $ -  $41,574,105,383  $ -  $455,827,041 

counties  $7,463,367,441  $5,014,498,644  $854,587,272  $13,332,453,357  $ -  $13,332,453,357  $1,343,430,000  $ - 

municipalities  2,412,305,319  2,976,315,863  5,628,107,863  11,016,729,045  -  11,016,729,045  1,059,195,046 24,000,000

districts  354,525,370  11,268,198  1,694,539,551  2,060,333,119  -  2,060,333,119  124,836,000  - 

Authorities  -  8,077,452  2,140,588,525  2,148,665,977  1,546,032,995  3,694,698,972  -  - 

    total  $10,230,198,130  $8,010,160,157  $10,317,823,211  $28,558,181,498  $1,546,032,995  $30,104,214,493  $2,527,461,046  $24,000,000

    grand total  $14,700,698,130  $10,394,060,157  $45,037,528,594  $70,132,286,881  $1,546,032,995  $71,679,843,653  $2,527,461,046 $479,827,041

Note: Outstanding indebtedness above does not include the bonded indebtedness for which funds have been escrowed from advance refunding proceeds or other 
sources to cover the debt.   
1Grant Anticipation Revenue Vehicle Bonds.         
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tABle 8

state of noRth caRolina

annual Debt seRvice RequiRements foR geneRal obligation bonDs anD special inDebteDness

geneRal obligation
existing Debt

highway
existing Debt

special inDebteDness
existing Debt

total 
existing Debt 1, 2, 3

FiScAl
yeAR PRinciPAl

PRinciPAl
& inteReSt PRinciPAl

PRinciPAl
& inteReSt PRinciPAl

PRinciPAl
& inteReSt PRinciPAl

PRinciPAl
& inteReSt

2012-13  $325,648,016  $518,732,254.38  $61,646,984  $81,481,543.40  $110,745,000  $224,793,870.64  $498,040,000  $825,007,668.42 

2013-14  321,842,120  498,851,170.24  62,417,880  79,170,090.20  112,990,000  221,831,958.76  497,250,000.00  799,853,219.20 

2014-15  340,883,868  502,133,637.36  46,676,132  60,307,448.20  115,920,000  219,271,843.76  503,480,000.00  781,712,929.32 

2015-16  350,426,972  494,869,028.92  37,583,028  48,880,537.60  119,080,000  216,789,281.26  507,090,000.00  760,538,847.78 

2016-17  334,509,036  460,797,094.48  51,785,964  61,204,322.20  122,385,000  214,100,875.01  508,680,000.00  736,102,291.69 

2017-18  341,433,188  452,515,194.80  45,331,812  52,160,872.00  126,220,000  211,869,118.76  512,985,000.00  716,545,185.56 

2018-19  343,822,812  438,044,178.44  45,387,188  50,036,471.40  130,245,000  209,662,031.26  519,455,000.00  697,742,681.10 

2019-20  298,873,000  376,839,137.84  57,307,000  59,775,612.00  149,500,000  222,136,806.26  505,680,000.00  658,751,556.10 

2020-21  275,850,000  339,655,166.52  -  -  150,575,000  215,919,606.26  426,425,000.00  555,574,772.78 

2021-22  256,690,000  307,767,600.00  -  -  154,615,000  212,571,806.26  411,305,000.00  520,339,406.26 

2022-23  253,145,000  291,786,050.00  -  -  159,095,000  209,358,106.26  412,240,000.00  501,144,156.26 

2023-24  227,385,000  254,375,212.50  -  -  165,095,000  208,103,343.76  392,480,000.00  462,478,556.26 

2024-25  147,785,000  164,955,962.50  -  -  132,445,000  168,512,756.26  280,230,000.00  333,468,718.76 

2025-26  85,785,000  96,519,812.50  -  -  124,815,000  154,661,656.26  210,600,000.00  251,181,468.76 

2026-27  68,630,000  75,676,162.50  -  -  125,205,000  148,919,431.26  193,835,000.00  224,595,593.76 

2027-28  40,885,000  45,037,750.00  -  -  120,520,000  138,629,606.26  161,405,000.00  183,667,356.26 

2028-29  24,385,000  26,823,500.00  -  -  105,295,000  117,772,581.26  129,680,000.00  144,596,081.26 

2029-30  24,385,000  25,604,250.00  -  -  63,145,000  70,526,637.50  87,530,000.00  96,130,887.50 

2030-31  -  -  -  -  66,400,000  70,714,462.50  66,400,000.00  70,714,462.50 

2031-32  -  -  -  -  29,610,000  30,794,400.00  29,610,000.00  30,794,400.00 

2032-33  -  -  -  -  -  -  -  - 

$4,062,364,012 $5,370,983,162.98  $408,135,988  $493,016,897.00  $2,383,900,000 $3,486,940,179.55  $6,854,400,000 $9,350,940,239.53 

1  Table includes refunding debt but not refunded debt since sufficient funds have been placed with an escrow agent to pay all principal
    and interest and any premium on the debt refunded to and including their respective maturities or dates of redemption.
2  The table above includes $355,000,000 Variable Rate General Obligation Bonds issued in spring 2002. These bonds bear interest
    on a variable interest rate basis, initially in a weekly mode, which may not exceed 12% per annum. The table reflects interest
    on these bonds calculated at a budgeted interest rate. 
3  Does not include North Carolina Turnpike Bonds (which are payable from the Highway Trust Fund).
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tABle 9

Revenue bonDs anD otheR inDebteDness of state authoRities anD institutions

at June 30, 2012

The following chart outlines the revenue bonds and other indebtedness of State authorities and institutions at June 30, 2012. The 

State is not responsible for debt service on any of the revenue bonds and other indebtedness represented in this chart.

APPAlAcHiAn StAte UniveRSity $ 255,172,062

eASt cARolinA UniveRSity  162,935,971

eliZABetH city StAte UniveRSity  37,415,643

FAyetteville StAte UniveRSity  25,693,213

noRtH cARolinA A&t StAte UniveRSity  14,405,000

noRtH cARolinA centRAl UniveRSity  93,958,436

noRtH cARolinA ScHool oF tHe ARtS  8,275,000

noRtH cARolinA StAte UniveRSity At RAleigH  417,646,121

UniveRSity oF noRtH cARolinA At ASHeville  43,661,169

UniveRSity oF noRtH cARolinA At cHAPel Hill  1,362,772,538

UniveRSity oF noRtH cARolinA At cHARlotte  360,679,486

UniveRSity oF noRtH cARolinA At gReenSBoRo  231,355,524

UniveRSity oF noRtH cARolinA At PemBRoke  79,261,189

UniveRSity oF noRtH cARolinA At wilmington  246,855,487

weSteRn cARolinA UniveRSity  116,938,835

winSton-SAlem StAte UniveRSity  70,887,358

noRtH cARolinA cAPitAl FAcilitieS FinAnce Agency  2,826,273,884

noRtH cARolinA eASteRn mUniciPAl PoweR Agency  2,183,270,000

noRtH cARolinA HoUSing FinAnce Agency  1,205,690,000

noRtH cARolinA medicAl cARe commiSSion  7,456,658,735

noRtH cARolinA mUniciPAl PoweR Agency no. 1  1,453,730,000

noRtH cARolinA StAte edUcAtion ASSiStAnce AUtHoRity  2,879,707,786

noRtH cARolinA StAte PoRtS AUtHoRity  98,616,520

total $ 21,631,859,957

Source: Chief Fiscal Officer of each authority or institution. 



NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

106

S t a t i S t i c a L  t a b L E S

NORTH CAROLINA STATE TREASURER’S ANNUAL REPORT • 2011-2012

107

S t a t i S t i c a L  t a b L E S

tABle 10

valuation balance sheet showing the assets anD liabilities of the

teacheRs’ anD state employees’ RetiRement system of noRth caRolina

decemBeR 31, 2011 decemBeR 31, 2010

assets

cURRent ActUARiAl vAlUe oF ASSetS:

 AnnUity SAvingS FUnd $ 10,752,336,286 $ 10,374,986,307

 PenSion AccUmUlAtion FUnd  47,372,674,594  46,727,212,141

totAl cURRent ASSetS $ 58,125,010,880 $ 57,102,198,448

FUtURe memBeR contRiBUtionS to AnnUity SAvingS FUnd $ 6,805,113,560 $ 6,982,786,111

PRoSPective contRiBUtionS to PenSion AccUmUlAtion FUnd:   

 noRmAl contRiBUtionS $ 5,716,295,391 $ 5,842,264,379

 UnFUnded AccRUed liABility contRiBUtionS  3,721,686,023  2,773,867,483

 UndiStRiBUted gAin contRiBUtionS  (381,514,173)  (269,831,467)

totAl PRoSPective contRiBUtionS $ 9,056,467,241 $ 8,346,300,395

total assets $ 73,986,591,681 $ 72,431,284,954

liabilities

AnnUity SAvingS FUnd:   

 PASt memBeR contRiBUtionS $ 10,752,336,286 $ 10,374,986,307

 FUtURe memBeR contRiBUtionS  6,805,113,560  6,982,786,111

totAl contRiBUtionS to AnnUity SAvingS FUnd $ 17,557,449,846  $17,357,772,418

PenSion AccUmUlAtion FUnd:
 BeneFitS cURRently in PAyment 

 BeneFitS to Be PAid to cURRent Active memBeRS

 ReSeRve FoR incReASeS in RetiRement AllowAnceS eFFective 
JUly 1, 2012 (JUly 1, 2011 FoR decemBeR 31, 2010 FigURe)

 ReSeRve FRom UndiStRiBUted gAinS/(loSSeS) 

$ 31,664,133,498

 24,821,838,190
 

 324,684,320

 (381,514,173)

$ 30,098,133,293

 25,245,210,710
  

 0

 (269,831,467)

totAl BeneFitS PAyABle FRom PenSion AccUmUlAtion FUnd $ 56,429,141,835 $ 55,073,512,536

total liabilities $ 73,986,591,681 $ 72,431,284,954
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tABle 11

valuation balance sheet showing the assets anD liabilities of the

noRth caRolina local goveRnmental employees’ RetiRement system

decemBeR 31, 2011 decemBeR 31, 2010

assets

cURRent ActUARiAl vAlUe oF ASSetS:

 AnnUity SAvingS FUnd $ 4,061,500,266 $ 3,850,421,168

 PenSion AccUmUlAtion FUnd  15,264,859,027  14,720,092,735

totAl cURRent ASSetS $ 19,326,359,293 $ 18,570,513,903

FUtURe memBeR contRiBUtionS to AnnUity SAvingS FUnd $ 2,704,907,155 $ 2,729,749,724

PRoSPective contRiBUtionS to PenSion AccUmUlAtion   

 noRmAl contRiBUtionS $ 3,159,575,906 $ 3,016,121,418

 UnFUnded AccRUed liABility contRiBUtionS  47,440,424  75,916,127

 UndiStRiBUted gAin contRiBUtionS  (149,757,800)  83,557,541

totAl PRoSPective contRiBUtionS $ 3,057,258,530 $ 3,175,595,086

total assets $ 25,088,524,978 $ 24,475,858,713

liabilities

AnnUity SAvingS FUnd:   

 PASt memBeR contRiBUtionS $ 4,061,500,266 $ 3,850,421,168

 FUtURe memBeR contRiBUtionS  2,704,907,155  2,729,749,724

totAl contRiBUtionS to AnnUity SAvingS FUnd $ 6,766,407,421 $ 6,580,170,892

PenSion AccUmUlAtion FUnd:
 BeneFitS cURRently in PAyment 

 BeneFitS to Be PAid to cURRent Active memBeRS

 ReSeRve FoR incReASeS in RetiRement AllowAnceS eFFective 
JUly 1, 2012 (JUly 1, 2011 FoR decemBeR 31, 2010 FigURe)

 ReSeRve FRom UndiStRiBUted gAinS/(loSSeS) 

$ 8,539,306,057

 9,932,569,300

 0

 (149,757,800)

$ 8,010,025,590

 9,802,104,690

 
 0

 83,557,541

totAl BeneFitS PAyABle FRom PenSion AccUmUlAtion FUnd $ 18,322,117,557 $ 17,895,687,821

total liabilities $ 25,088,524,978 $ 24,475,858,713
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tABle 12

valuation balance sheet showing the assets anD liabilities of the

consoliDateD JuDicial RetiRement system of noRth caRolina

decemBeR 31, 2011 decemBeR 31, 2010

assets

cURRent ActUARiAl vAlUe oF ASSetS:

 AnnUity SAvingS FUnd $ 53,951,667 $ 51,978,400

 PenSion AccUmUlAtion FUnd  406,695,562  399,217,113

totAl cURRent ASSetS $ 460,647,229 $ 451,195,513

FUtURe memBeR contRiBUtionS to AnnUity SAvingS FUnd $ 39,771,688 $ 40,398,973

PRoSPective contRiBUtionS to PenSion AccUmUlAtion FUnd:   

 noRmAl contRiBUtionS $ 126,021,056 $ 127,405,284

 UnFUnded AccRUed liABility contRiBUtionS  51,995,656  41,410,514

 UndiStRiBUted gAin contRiBUtionS  (7,966,107)  (4,999,695)

totAl PRoSPective contRiBUtionS $ 170,050,605 $ 163,816,103

total assets $ 670,469,522 $ 655,410,589

liabilities

AnnUity SAvingS FUnd:   

 PASt memBeR contRiBUtionS $ 53,951,667 $ 51,978,400

 FUtURe memBeR contRiBUtionS  39,771,688  40,398,973

totAl contRiBUtionS to AnnUity SAvingS FUnd $ 93,723,355 $ 92,377,373

PenSion AccUmUlAtion FUnd:
 BeneFitS cURRently in PAyment 

 BeneFitS to Be PAid to cURRent Active memBeRS

 ReSeRve FoR incReASeS in RetiRement AllowAnceS eFFective 
JUly 1, 2012 (JUly 1, 2011 FoR decemBeR 31, 2010 FigURe)

 ReSeRve FRom UndiStRiBUted gAinS/(loSSeS) 

$ 287,879,823

 293,899,389

 2,933,062

 (7,966,107)

$ 275,323,825

 292,709,086

 
 0

 (4,999,695)

totAl BeneFitS PAyABle FRom PenSion AccUmUlAtion FUnd $ 576,746,167 $ 563,033,216

total liabilities $ 670,469,522 $ 655,410,589


