
State of North Carolina June 30, 2025
NOTES TO THE FINANCIAL STATEMENTS

NOTE 2: CHANGES IN FINANCIAL ACCOUNTING AND REPORTING

CHANGES RESULTING FROM ADOPTION OF NEW ACCOUNTING PRINCIPLES

For the fiscal year ended June 30, 2025, the State implemented the following pronouncements and implementation guide issued by the 
Governmental Accounting Standards Board (GASB):

– GASB Statement No. 101, Compensated Absences
– GASB Statement No. 102, Certain Risk Disclosures
– Implementation Guide 2025-1.

GASB Statement No. 101 updates the recognition, measurement, and disclosure requirements for compensated absences. This Statement 
supersedes GASB Statement No. 16, Accounting for Compensated Absences, which was issued in 1992, and aims to better meet the 
information needs of financial statement users by aligning the recognition and measurement guidance under a unified model and by 
amending certain previously required disclosures. The unified recognition and measurement model in this Statement will result in a liability 
for compensated absences that more appropriately reflects when a government incurs an obligation. In addition, the model can be applied 
consistently to any type of compensated absence and will eliminate potential comparability issues between governments that offer different 
types of leave. Lastly, the model also will result in a more robust estimate of the amount of compensated absences that a government will 
pay or settle, which will enhance the relevance and reliability of information about the liability for compensated absences.

GASB Statement No. 102 improves financial reporting by providing users of financial statements with essential information about risks 
related to a government’s vulnerabilities due to certain concentrations or constraints. This Statement defines a concentration as a lack of 
diversity related to an aspect of a significant inflow of resources or outflow of resources. A constraint is a limitation imposed on a 
government by an external party or by formal action of the government’s highest level of decision-making authority. The disclosures will 
provide users with timely information regarding certain concentrations or constraints and related events that have occurred or have begun 
to occur that make a government vulnerable to a substantial impact. The State did not identify any such concentrations or constraints to 
disclose in the notes to the financial statements.

Implementation Guide 2025-1 provides additional guidance and clarification on cash flows reporting, basic financial statements and 
management’s discussion and analysis, leases, and other implementation guidance. 
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