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INTRODUCTION

This volume is intended to create a "picture" of what the North Carolina General Assembly
enacted within the broad area of appropriations and revenues for the 1995-97 biennium. We
believe it will serve both as a technical record of legislative fiscal action and as an invaluable
reference tool for Members of the General Assembly, legislative staff members, State agencies,
and the general public.

This document is divided into sections as follows: "Total Budget’; "The Economy, and
Revenues": "Federal Block Grants", "Legislative Actions: General Fund Appropriations”,
"Legislative Actions: Highway Fund Appropriations”, “Capital Improvements”; "Salaries
and Benefits"; "Revenue Bills"; and, "Appendix".

Section B, "Total Budget' summarizes the fiscal actions authorized by the General Assembly for
the 1995-97 biennium.

Section C, "The Economy and Revenues" describes the economic and financial backdrop
against which the actions detailed in subsequent sections are conducted.

Section D, "Federal Block Grants" gives a brief history of programs and identifies how these
funds are allocated.

Section E, "Legislative Actions: General Fund Appropriations" identifies in summary
changes made to the Governor's proposals for continuation support for each department. Special
provisions which are pertinent to that department are included.

Sections F through J identifies actions taken by the General Assembly in the areas of education,
general government, human resources, justice and public safety, and natural and economic
resources.

Section K, "Legislative Actions: Highway Fund Appropriations" identifies actions for the
Highway Fund in the same manner as addressed in Sections F through J.

Section L, “Statewide Reserves/Debt Service “identifies actions that are not identified to a
specific department, i.e., salary increases. Funds will be journalized from reserve accounts to
affected departments when each agency’s share has been identified.

Section M, "Capital Improvements" provides a departmental listing of capital projects approved
during the 1995 Session. It also includes a list of the general obligation bonds which will be
allocated accordingly if favored by a majority of the voters in November, 1995.

Section N, "Salaries and Benefits" identifies salary increases, as approved, together with
changes in retirement and pension plans, health insurance programs, and other benefit programs.

Section O, "Revenue Bills" provides a listing of bills authorizing various tax changes. Five-year
fee increases are included in this section, as well.

The "Appendix" includes data relating to revenues and expenditures of the General Fund and
Highway Fund, including salary increases, reversions, aid to local governments, Critical School
Facilities funds, and number of permanent positions.

It is hoped that this volume will be useful in making legislative information relating to the budget of
the State of North Carolina more accessible and provide a complete understanding of the General
Assembly's fiscal actions.






GLOSSARY

Adjusted Appropriation: Contains the total of the certified appropriation, reserve allocations, and other
transfers (i.e., as authorized by legislative authority) including Contingency and Emergency.

Anti-Recession Funds: Program instituted by the Federal government.

Beginning/Ending Balance or Credit Balance: Th funds available at the beginning or end of the fiscal
year based upon revenue collections and expenditures.

Capital Improvements: One-time appropriations for specific capital projects (new construction,
renovations, repairs and land purchases).

Carry Forward: Funds appropriated, but unspent in the first fiscal year of a biennium - which by
authorized budget revision - are brought forward for expenditure in the second fiscal year of the same
biennium. Starting with the 1985-86 fiscal year, the practice of journalizing these entries between fiscal
years of a biennium were discontinued. Funds have since been carried forward between years and
biennia by check.

Certified Appropriation: Total state monies appropriated by the General Assembly

Contingency and Emergency (C&E) Funds: The appropriation to provide for any purpose authorized by
law for which no specific appropriation is made or for which inadvertently an insufficient appropriation has
been made. Allocations from this Fund must be approved by the Council of State upon recommendation
by the Director of the Budget (Governor).

Continuation Budget: The part of the State budget necessary to continue the current level of services
when adjusted for inflation, mandated rate increases such as Social Security, annualization of programs
and operation of new facilities.

Current Operations: Cost associated with the daily activity of programs supported by the State, such as
salaries, utilities, and travel.

Disproportionate Share Funds: Share (DSH) funds are Medicaid payments made to health care
providers who deliver services to large numbers of uninsured patients.

Entitlements: Payment or benefit granted by law to individuals or political subdivisions (i.e., cities,
counties, local districts).

Expansion Budget. The part of the budget which provides for new programs, expansion of existing
programs, and salary and benefit increases.

Federal Funds: Funds appropriated by the U.S. Congress and administered by Federal agencies for

support of programs at the State or local level. Federal funds are received through block grants,
entitlement programs and specific (“categorical”) grants.
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GLOSSARY (Continued)

Federal Revenue Sharing: Program instituted by the Federal government in 1972-73 and discontinued in
1982-83 to assist state/local governments.

General Fund: The tax and non-tax revenue collected by the State of North Carolina and deposited with
the State Treasurer for appropriation by the General Assembly to support the operations and capital
construction needs of State departments and institutions. General Fund tax revenue includes sales and
use tax, individual income tax, corporate income tax and franchise tax. General Fund non-tax revenue
includes court fees and income from the State Treasurer's investment of excess General Fund dollars
belonging to the State.

Highway Fund: The tax and non-tax revenue collected by the State of North Carolina and deposited with
the State Treasurer for appropriation by the General Assembly to support the operations and capital
construction needs of the Department of Transportation, including the Division of Motor Vehicles and the
Highway Patrol Division of the Department of Crime Control and Public Safety. Highway Fund tax
revenue includes licenses and fees relating to the operation of motor vehicles and the motor fuel tax.
Highway Fund non-tax revenue includes income from the State Treasurer's investments of Highway Fund
dollars.

Local Government Transfers: Reimbursements for “holding harmless” local governments due to the Tax
Reduction Act of 1985; and, Shared-Revenues resulting from changes in accounting methodology for
state-local shared revenues from intangibles, franchise, and beverage taxes.

Negative Reserve: An authorized reduction to the total program needs for a specific purpose, i.e.,
management flexibility or inflationary cost adjustments, without identifying the specific line-items affected.
The agency/department must identify savings or excess in budgeted line-items needs and transfer this
excess to offset the negative reserve appropriation.

Non-Recurring: Term used to denote one-time revenues (windfalls reversions) or one-time expenditures
(grant-in-aid, capital).

Other Receipts: The funds received by State departments and institutions for services performed, such
as patient receipts in hospitals; tuition fees in the universities and community colleges, or as fines for
violations of State regulations.

Rainy Day Fund: One-time appropriation of $141 million for the 1990-91 fiscal year. Appropriation
equaled the funds deposited to the credit of the General Fund due to an accounting methodology change
approved by the 1990 Session to improve the financial reports of the State.

Recurring: Term used to denote revenues and expenditures that will be continuing.

Reversions (Net). Unspent appropriations returned to the General Fund adjusted for carry forward from
the first to the second fiscal year of a biennium. Practice of carry forwards by journalizing has been
discontinued.

Special Funds: Accounts which have no State monies directly appropriated to them and whose cash
balances do not revert at the end of each fiscal period (Wildlife Resources).
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GLOSSARY (Continued)

Tax Reimbursements: State revenues disbursed to local governments as reimbursements due to State
mandated tax relief measures which has a financial impact on locals. These measures include (1)
property tax on business inventories; (2) property tax homestead exemption; (3) sales tax on food stamp
purchases; and, (4) intangibles tax on money on deposit and certain accounts receivables.

Tax Sharing: Revenues collected by the State and shared with local governments - intangibles,
beverages, and franchise taxes.

Total Availability: Sum of beginning credit balance and revenue collections for a fiscal period.

Total State Budget: Total dollar requirements for North Carolina State government departments and
institutions, excluding inter-intra agency departmental transfers and expenditures.

Transfers Among Codes: Allocations from reserve accounts (university, institutional programs, salary

increase, hospitalization - medical insurance, etc.) or program transfers from one department to another
based upon enabling legislation.
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THE TOTAL BUDGET






SUMMARY OF THE BUDGET

1997-99 BIENNIUM

TOTAL BUDGET

Includes Operating and Capital Appropriations,
General Fund, Highway Fund, Federal Funds,
Fees, Departmental Receipts

GENERAL FUND
Operating
Capital Improvements
Capital Improvements Repairs/Renovations
HIGHWAY/HIGHWAY TRUST FUNDS*
FEDERAL FUNDS
DEPARTMENTAL RECEIPTS
(Tuition Fees of Community Colleges, University;

patient fees, licenses, fines and other dedicated
receipts)

In Millions
1997 Session
1997-98 1998-99

$20,424.8 $20,476.5

11,238.1 11,5632.0
153.0
174.3

1,775.5 1,793.9

5,220.4 5,444 9

1,863.6 1,705.6

® Reduced to reflect transfers to the General Fund and transfers between the Highway Fund and

Highway Trust Fund
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COMPARISON OF GENERAL FUND TAX REVENUE COLLECTIONS
% OF INCREASE OVER PREVIOUS YEAR

Actual Economic Base
1986-87 10.4% 9.0%
1987-88 7.2% 10.2%
1988-89 6.8% 8.8%
1989-90 13.8% 5.6%
1990-91 4.9% -1.3%
1991-92 9.7% 5.3%
1992-93 6.1% 7.0%
1993-94 8.0% 9.1%
1994-95 10.0% 9,9%
1995-96 1.0% 6.8%
1996-97 Projected 9.0% 9.2%
1997-98 Projected 3.1% 4.3%
1998-99 Projected 5.3% 6.4%

*Actual collections adjusted for tax law changes and other special factors
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Earmarking of the Year End
General Fund Credit Balance

Savings Reserve

Budget Reform legislation enacted the 1991 Session of the General Assembly required, beginning with the
1992-93 fiscal year, that one-fourth of the year end General Fund credit balance be reserved to a Savings
Reserve Account until that account reached five percent of the preceding year's General Fund operating
budget. This legislation was amended by the 1992 Session to allow the State Controller to earmark one-
fourth of this sum to the Savings Reserve Account beginning with the 1991-92 year end credit balance.

The General Assembly has also made direct appropriations to this Account. During 1993-94, $121 million
of these funds were transferred to the General Fund non-tax revenue accounts for the purpose of
restoring the June 30", 1994 payroll for state, university, and community college employees back to the
fiscal year of encumbrance.

History of Savings Reserve Account is as shown (in millions):

Direct Earmarked Use of Cumulative
Appropriation Credit Balance Funds Balance
1991-92 $4 $41.2 $41.6
1992-93 - 134.3 175.9
1993-94 1565.7 -121.0 210.6
1994-95 66.7 146.3 423.6
1995-96 - 77.3 501.0
1996-97 - 501.0

No additional funds were earmarked for the Savings Reserve at the end of the 1996-97 fiscal year
since the appropriations for 1995-96 were less than those for 1994-95,

Permanent Funding Source for Repairs/Renovations

Budget Reform legislation required the Office of State Budget and Management to recommend to the
1993 General Assembly a method to establish a permanent reserve for repairs and renovations of state-
owned buildings supported by the General Fund. As recommended, the General Assembly adopted the
proposal that the lower of one-fourth of the year end unreserved credit balance or 1.5% of the
replacement value of General Fund facilities be reserved to the Repair/Renovation Account by the State
Controller. The 1995 Session of the General Assembly changed the earmarking to the greater of one-
fourth of the year end balance or 3.0% of the replacement value. The 1996 Session directed that three
percent (3%) of the replacement value be earmarked to the Repair/Renovation Account at the year end
regardless of the total amount of the unreserved credit balance.

The 1996 Session appropriated the R/R balance of $21.3 million, reserved but not appropriated at the end
of the 1994-95 fiscal year, to the Office of State Budget and Management authorizing the allocation of
these funds for land acquisition, matching federal funds, State grants, and grants-in-aid (Sec. 5.3 (b) of HB
53).
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EARMARKING OF THE YEAR END GENERAL FUND CREDIT BALANCE (Continued)

Beginning with the 1992-93 fiscal year, the earmarking for repairs and renovations has been as shown (in
millions):

Credit Balance Repairs/Renovations
Prior to Total
Reserves Earmarked University Other Total Unappropriated

1992-93 $537.3 $57.0 $31.4 $25.6 $57.0 $--
% of Total 55% 45%

1993-94 $622.7 $60.0 $33.0 $27.0 $60.0 $--
% of Total 55% 45%

1994-95 $585.2 $146.3 $57.5 $67.5 $125.0 $21.3@

% of Total 46% 54%

1995-96 $726.5 $130.0 $59.8 $70.2 $130.0 $--
46% 54%

1996-97 $759.3 $174.3® $94.8 $79.5 $174.3 $--
% of Total 54.4% 45.6%

@ Appropriated by 1996 Session as noted above but not for repairs and renovations.

® Includes $39.3 million in Supplemental Appropriations to the $135.0 million earmarked through
replacement value formula; the per cent of total reflects the allocations including the supplemental
appropriations.

With certification of the 1996-97 budget, appropriations from the Repair and Renovations Reserve
Account were made directly from that Account thereby not reflected as a direct appropriation as had been
the practice in previous years. With the 1997-98 budget, these earmarked funds were again considered
as direct appropriations. The Joint Legislative Commission on Governmental Operations will review all
recommendations made by the Office of State Budget and the University System prior to any funds being
allocated from these reserves.

Clean Water Management Trust Fund

The 1996 Session of the General Assembly established the Clean Water Management Trust Fund to
finance projects to clean up or prevent surface water poliution (G. S. 113-145.3). The funding for this
Trust Account was 6.5% of the unreserved credit balance. At the end of 1995-96, a total of $47.1 million
was earmarked for this purpose ($9.2 million of this total was transferred to the Wetland Restoration
Fund). The 1997 Session of the General Assembly authorized 6.5% of any unreserved credit balance or
$30.0 million, whichever is greater, be earmarked for this Trust Account, effective with the fiscal year
ending June 30, 1997. The sum earmarked was $49.4 million.
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EARMARKING OF THE YEAR END GENERAL FUND CREDIT BALANCE (Continued)

Tax Refunds

The 1996 Session of the General Assembly earmarked $26.2 million of the unreserved credit balance of
1996-97 to a Federal Retirees Refund Reserve ($25.0 million) and a Federal Retirees Refund
Administrative Cost Reserve ($1.2 million). These one-time refunds must be mailed out by January 1,
1998 to taxpayers who do not normally file a state income tax return. For 1997-98 and 1998-99, tax
revenue estimates reflect a $35.5 million per year reduction for the cost of a three-year tax credit for
taxpayers who normally have an income tax liability.

The 1997 Session earmarked $156 million to pay refunds plus interest to taxpayers who protested the
intangible tax for the years 1991 through 1994. Tax estimates could have been reduced to reflect this
obligation, but the General Assembly chose to earmark a portion of the existing credit balance for this
purpose.

Other Earmarking

The 1996 Session of the General Assembly granted authority to the Director of the State Budget to
transfer lapsed salary funds for the 1995-97 fiscal biennium to match federal funds for disaster relief.
During 1996-97, the Director of the Budget identified $115,510,195 of 1995-96 reversions to be
transferred to this Federal Disaster Relief Reserve. During 1996-97, an additional $25,095,403 was
transferred to this Reserve Account. The Department of Crime Control and Public Safety is to report to
the 1998 Session regarding the status of this account. Any funds that are designated for this account, but
are not needed, are to revert to the General Fund. (Ten million of the 1996-97 Repair/Renovation
Reserve Account was also allocated to this Federal Disaster Relief Reserve.)

The 1997 Session of the General Assembly authorized the State Treasurer to invest $61 million in the

NC Railroad. Since this investment was mandated, the credit balance that can be used for expenditures
has been reduced in an offsetting amount.
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9-g abed

Beginning Credit Balance
Unreserved balance, prior fiscal year
Savings Reserve
Intangible Tax Refunds
Clean Water Management Trust Fund
Railroad Investment Authorization
Repairs/Renovations Supplement
Repairs/Renovations Reserve

Subtotal Beginning Balance
Revenues

Tax Revenues

Non-Tax Revenues

Transfers Highway Fund/Trust Fund
Disproportionate Share Receipts

Subtotal Revenues
Total General Fund Availability
Expenditure Authorization
Current Operations
Clean Water Management Trust Fund
Intangible Tax Refunds
Capital Improvments
Repair/Renovation Reserve Supplement
Repair/Renovation Reserve
Subtotal Expenditure Authorizations
Ending Fund Balance
Budget Reform/Other Earmarking
Adjusted Reserved/Unreserved Balance

A: Savings Reserve increased to 5% cap

Condition of the General Fund
1997 Session

1997-98

Reserved Unreserved

500.9
156.0
494
61.0
39.3
135.0

941.6

0.0

941.6

49.4
156.0

39.3
135.0

379.7
561.9
121.5

683.4

11,391.0

1215

318.9

10,561.3
449.7
182.6

11,193.6

11,5125

11,238.0

153.0

Ty

/s

(121.5)

0.0

Total

318.9
500.9
156.0
49.4
61.0
39.3
135.0

1,260.5
10,561.3
449.7
182.6
11,193.6
12,4541
11,238.0
49.4
156.0
153.0
39.3
135.0
11,770.7
683.4
0.0

683.4

1998-99
Reserved Unreserved

522.3 -

30.0 -
61.0 -
70.1 -
683.4 -
- 11,119.0
473.4
- 183.4
83.0

00 11,8588
683.4 @igzs

1,5632.0
30.0 -

70.1

(/ /-\
100.1 | 11532.0
583.3 326.8

O (0))

Total

522.3 A

30.0 B
61.0

701 C

683.4
¢

11,1190 ~ .,
473.4 .//
183.4 “
83.0 | gs ¥

’l
11,8588 ~—
12,542.2 3‘%

11,532.0
300 B

701 C y

(=4
11,6321 [+
910.1

©)

B: Clean Water Management Trust earmarking is $30 million minimum; will be adjusted with 1998 Session authorizations
C: Balance of 1997-98 unreserved credit balance earmarked for Repairs/Renovation Reserve; will be adjusted with 1998 Session

authorizations

D: Allocations will be updated for 1998 Session
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ECONOMIC OUTLOOK AND GENERAL FUND REVENUES

1996-97 EXPERIENCE

For the fifth year in a row General Fund revenue collections exceeded the budget estimate by a
healthy margin. This trend conforms to a major objective of the 1991 budget reform package: to
move back to the conservative estimating philosophy in place prior to the 1991 budget crisis. One
result is that the state’s unencumbered General Fund cash balance has risen from a negative
$200 million during 1990-91 to $1.7 billion during the peak month of 1996-97. In addition, the
state's rainy-day fund capped out at $501.0 million on June 30, 1996 (5% of prior year's operating
budget), just five years after the fund was created.

A comparison of actual General Fund revenues with the budgeted amount for 1996-97 is shown
on Page C-2.

Collections for the two tax sources closely related to the economy - withholding and sales tax
payments - came in slightly above the target. The primary reason is the fact that Federal Reserve
monetary policy was essentially unchanged during the year. The Fed has been very successful in
achieving a policy of moderate growth with little inflation. In fact, the overall economy has not
been this stable since the 1960’s.

Withholding taxes reflected higher-than-expected job growth, the impact of tight labor markets on
wage rates, and employee bonuses. Sales tax receipts continued to exceed the increase in
consumer disposable income, suggesting a “wealth effect” stemming from the rise in stock and
bond prices.

On the corporate front, analysts on Wall Street and budget forecasters around the country have
consistently underestimated the continued surge in corporate profits downsizing activities. The
uptick in corporate net income combined with low interest rates, is why the nation’s equity markets
continue to soar. The increase in profitability has continued even though downsizing activities
have leveled off.

A fourth category where collections exceeded the forecast is estimated and final payments under
the personal income tax. These non-withholding collections were $210 million (or 18%) above the
target. In addition, tax refunds were $91 million lower than the target. This trend has been a hot
topic for revenue estimators around the country since the April and June surge in income tax
collections. The primary reason is that many investors unloaded their pent-up capital gains in late
1996 after prospects for federal relief evaporated once again. Interestingly enough, in the year
after many investors sold their stock and bonds, the Congress cut the capital gains rate.

In addition, the entry into the financial market by first-time investors has led to large increases in
interest and dividend income. Finally, surging corporate profits have led to more employee
bonuses and the rise in stock prices has caused many employees to cash in their stock options.
OUTLOOK FOR 1997-98

The economic outlook supporting the revised 1996-97 General Fund revenue forecast continues
to reflect slow economic growth and stable inflation, as shown on the table on Page C-5.

Page C- 1



GENERAL FUND REVENUE COLLECTIONS FOR 1996-97 FISCAL YEAR

BUDGET VERSUS ACTUAL
REVENUE CATEGORY

Tax Revenue:
Personal Income Tax:
Withhold ents
Estimated and Final Tax nts
Less: Withholdin Refunds
Less: Local Tax Reimbursements
Total-Personal Income Tax

Sales & Use Tax:
ular
Uti
Total-Sales & Use Tax

Income Tax
Net Before Earmarkin
Less: School Facilities Earmarking
Less: Local Tax Reimbursements
Total-Co Income Tax

Less: Local Tax Sha
Total-Franchise Tax

Insurance Tax

Alcoholic Tax:
Net Collections Prior to Earmarking
Less: Local Tax Sharing
Total-Alcoholic Beverage Tax

Other Taxes
Inheritance Tax
Tobacco Products Tax
Privil License Tax
Soft Drink Tax

bles Tax
Gift Tax
Miscellaneous Taxes
Total-Other Taxes

Total Tax Revenue

Nontax Revenue:
Investment Income
Judicial Fees
Disproportionate Share
Insurance Fees
Other Nontax Revenue
Tota Revenue
Total Tax and Nontax Revenue

(Mill.)
Budget

$4 57.5
1196.9
-960.2
-129.0
965.2

751.7
338.3
$3 090.0¢

1925.0¢
-66.9
-204.5
$663.6

-144.4
$366.2

248.0

$171.1
-22.5
$148.6

$116.2
45.8
43.8
29.8
06
10.0
12
$247.4.

$9,729.0

$195.0
97.8
102.0
20.1
70.0
$484.9
10 3.9

(Mill.) (Miil.)

Actual Diff.

$4,921.7 $64.2
1407.0 210.1
-869.7 90.5
-129.0 -0.0
$5 330.0 $364.8

$2 789.0 $37.3
338.7 $0.4
A27.7 $37.7

$981.1 $56.1
-58.8 19
-204.5
$717.8 $54.2
-148.9 4.5
$387.8! 1.6
258.5 10.5
173.5 $2.4
-23.3 -0.8
$150.2 $1.6
46.7 0.9
43.4 0.4
31.3' 1.5
0.0 -0.6
12.6' 26
1.2
$267.3  $19.9
10,239.0 10.0
$224.1 $29.1
99.1 1.3
100.8 1.2
18.7 1.4
70.2| 0.2
$512.9 $28.0
0751.9 0

Percent
Diff.

1.3%
17.6%
-9.4%

7.3%

1.4%
0.1%
1.2%!

6.1%

8.2%

1.4%

1.1%

13.7%
1.9%
-0.9%
5.0%

8.0%

5.2%

14.9%
1.3%:

-1.2%

11%.
0
5.8%
5.3%
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ECONOMIC OUTLOOK AND GENERAL FUND REVENUES (Continued)

1996-97 Revenue Forecast

The revision to the projection of General Fund revenues 1997-98 involved a four-step process.
First, the economic factors listed above are used to forecast baseline revenues based on long-
term historical relationships.

Next, the baseline numbers are adjusted for any special economic factors. For example, sales
tax receipts in recent years have exceeded the growth in state personal income as consumers
have run up their credit card burden and spent a portion of their stock market profits. Since the
baseline forecast does not envision a downturn, the rate of growth of the regular sales tax was
adjusted up slightly to reflect continued spending in excess of income growth (but not as much as
in prior years).

At the same time, concern over the historical volatility of corporate profits and the fact that the
gains from downsizing are beginning to decline led to the use of a very conservative approach to
project the corporate income tax.

The third step in the process was to adjust the baseline estimates to take into account the impact
of 1995-97 session tax cuts. These technical adjustments are included in the detailed numbers
on the adjoining page.

Finally, the discussion of 1996-97 revenues indicated that one of the major reasons for surplus
revenues from estimated and final tax payments for individuals included the increased
“realization” of capital gains, bonuses, and the cashing in of stock options. It is impossible to put a
number on each of these factors. However, discussions with revenue estimators in other states
and the favorable historical experience in North Carolina from taking a cautious approach for the
year after a large income tax surplus provided support for a conservative forecast of 1997-98
income tax revenue.

Page C-4
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GENERAL FUND REVENUE FORECAST ($MILL.)
TABLE 1: BASELINE FORECAST PRIOR TO TAX LAW CHANGES*

97-98
TAX REVENUE:
PERSONAL INCOME** $5,035.0 $5,597.2 11.2% $5,832.9 42% $6,270.1 7.5%
SALES & USE 2,960.2 3,179.5 7.4% 3,354.4 5.5% 3,545.6 5.7%
CORPORATE INCOME: 674.9 718.3 6.4% 731.7 1.9% 759.5 3.8%
FRANCHISE 355.9 387.8 9.0% 409.9 5.7% 434.1 5.9%
INSURANCE 2445 260.3 6.5% 270.1 3.8% 291.8 8.0%
ALCOHOLIC BEVERAGES 145.5 150.2 152.6 155.0
INTANGIBLES TAX 124.4 124.5 124.6 124.7
INHERITANCE 112.9 132.1 141.3 151.6
SOFT DRINK 39.8 41.2 42.6 442
PRIVILEGE LICENSE 42.0 434 442 45.1
TOBACCO PRODUCTS 46 7 46.7 46.7 45.3
GIFT 110 12.6 12.7 12.9
OTHER 12 1.2 1.2 1.2
TOTAL-TAX REVENUE $97940 $10,694.9 9.2% $11,164.8 44% $11,881.0 6.4%
NONTAX REVENUE
INVESTMENT INCOME $197.3 $222.1 $235.4 $249.5
JUDICIAL FEES 90.2 949 99.6 104.6
DISPROPORTIONATE SHARE RECEIPTS 76.0 100.8 0.0 83.0
OTHER 65.3 68.0 70.0 721
INSURANCE DEPT. 14.9 14.0 20.6 20.6
TOTAL-NONTAX REVENUE $443.7 $499.8 12.6% $425.6 -14.8% $529.8 24.5%
TOTAL - TAX & NONTAX REVENUE $10,237.7 11,194.7 9.3% $11,590.4 3.5% $12,410.8 7.1%
TRANSFERS:
HIGHWAY TRUST FUND $170.0 $170.0 $170.0 $170.0
HIGHWAY FUND 11.1 11.9 12.6 13.4
TOTAL-TRANSFERS $181.1 181.9 182.6 183.4
TOTAL - GENERAL FUND REVENUE $10,418.8 $11,376.5 9.2% $11,773.0 3.5% $12,594.2 7.0%

* Adjusted for tax law changes in order to show economy-based collection pattern.
**The high rate of growth for 1996-97 and low growth for 1997-98 is due to unexpected large surplus in April-June
final payments. The 1997-98 budget assumption counts only 1/3 of the unexpected surplus as recurring.
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GENERAL FUND REVENUE FORECAST ($MILL.)
TABLE 2: IMPACT OF 1995-97 TAX LAW CHANGES

Actual
95-96
TAX REVENUE:
PERSONAL INCOME ($235 0)
SALES & USE 21
CORPORATE INCOME -11
FRANCHISE
INSURANCE -1.8
ALCOHOLIC BEVERAGES
INTANGIBLES -124 .4
INHERITANCE
SOFT DRINK
PRIVILEGE LICENSE
TOBACCO PRODUCTS
GIFT
OTHER
TOTAL-TAX REVENUE ($364.3)

NONTAX REVENUE:
INVESTMENT INCOME $2.0
JUDICIAL FEES
DISPROPORTIONATE SHARE RECEIPTS

OTHER

INSURANCE DEPT. 47
TOTAL-NONTAX REVENUE $6.7
TOTAL - TAX & NONTAX REVENUE ($357.6)

TRANSFERS:

HIGHWAY TRUST FUND

HIGHWAY FUND
TOTAL-TRANSFERS
TOTAL-GENERAL FUND REVENUE ($357.6)

($267.2)
(51.9)
(0.6)
(1.8)
(124.5)

(9.8)

(3455.7)

$2.0
4.2

2.2
4.7
$13.1

($442.6)

($442.6)

($286.4)
(105.3)
(52.0)

(0.4)
0.1
(124.6)
(3.5)
(20.3)
(11.1)

251%  ($603.5)

$2.0
17.2

49
5.0
$29.0

238%  ($574.5)

23.8% ($574.5)

($301.1)
(193.9)
(95.9)

0.1
(124.7)
(3.8)
(31.5)
(11.3)

324%  ($762.1)

$2.0
19.9

47
5.3
$31.9

29.8%  ($730.2)

29.8% ($730.2)

26.3%

27.1%

27.1%



L=0 9begq

GENERAL FUND REVENUE FORECAST ($MILL.)
TABLE 3: ACTUAL FORECAST INCLUDING IMPACT OF TAX LAW CHANGES

TAX REVENUE:

PERSONAL INCOME
SALES & USE
CORPORATE INCOME:
FRANCHISE
INSURANCE
ALCOHOLIC BEVERAGES
INTANGIBLES
INHERITANCE
SOFT DRINK
PRIVILEGE LICENSE
TOBACCO PRODUCTS
GIFT
OTHER

TOTAL-TAX REVENUE

NONTAX REVENUE:

INVESTMENT INCOME
JUDICIAL FEES
DISPROPORTIONATE SHARE RECEIPTS
OTHER
INSURANCE DEPT.

TOTAL-NONTAX REVENUE

TOTAL - TAX & NONTAX REVENUE

TRANSFERS
HIGHWAY TRUST FUND
HIGHWAY FUND
TOTAL-TRANSFERS

TOTAL-GENERAL FUND REVENUE

Actual
95-96

$4,800.0
2,958.2
673.9
355.9
2427
145.5

112.9
39.8
42.0
46.7
11.0

1.2
$9,429.7

$199.3
90.2
76.0
65.3
19.6
$450.4
$9,880.1

$170.0
11.1
$181.1

$10,061.2

$5,330.0
3,127.7
717.8
387.8
258.5
150.2

132.1
31.4

43.4

46.7

12.6

1.2
$10,239.2

$224 1
99.1
100.8
70.2

18.7
$512.9
$10,752.1

$170.0
11.9
181.9

$10,933.9

%
Chanae

11.0%
5.7%
6.5%
9.0%
6.5%

8.6%

13.9%
8.8%

8.7%

Budgeted
97-98 -

$5,546.5
3,249.1
679.6
409.9
269.7
152.7

137.8
223

33.1

46.7

12.7

1.2
$10,561.4

$237.4
116.8

0.0

74.9

20.6
$449.7
$11,011.0

$170.0
12.6
182.6

$11,193.6

4.1%
3.9%
-5.3%
5.7%
4.3%

3.1%

-12.3%
2.4%

2.4%

$5,969.0
3,351.7
663.6
4341
291.8
155.1

147.8
12.7

33.8

45.3

12.9

1.2
$11,118.9

$251.5
124.5
83.0

76.8

20.6
$556.4
$11,675.3

$170.0
13.4
183.4

$11,858.7

7.6%
3.2%
-2.4%
5.9%
8.2%

5.3%

23.7%
6.0%

5.9%
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1995 -1997 Major General Fund Tax Changes

1995 Session

Income Tax Cut: (Personal Exemp., Kids' Credit)
Intangibles Tax Repeal (1)
25% Soft Drink Tax Rate Cut
Other Revenue Changes (Net Impact)
Total - 1995 Tax Changes

1996 Session
Food Tax Reduction from 4% to 3%

Corporate Rate Reduction from 7.75% to 6.9% over 4 years

Federal Retiree Income Tax Credit and Partial Refunds
Incentive Credits:
General Investment Tax Credit (4.5%, $100,00 cap)
Targeted Investment Tax Credit (7%, threshold)
Jobs Credit Expansion (range $12,500 to $500)
Research & Development Tax Credit
Worker Training Tax Credit
Soft Drink Tax Phase-out Over 3 Years
Sales Tax on Bundled Transactions
Inheritance Tax Reform (Class A, QTIP, Installment Pay)
2.75% Nonitemizer Credit above 2% AGI
Severance Pay Exemption ($35,000 cap)
Manufacturing Energy Tax Reduction From 3% to 2.83%
Other Revenue Changes (Net Imapct)
Total - 1996 Tax Changes

($Millions)
FY 96-97 FY97-98 FY98-99 FY99-00 FY00-01

$ (244.1) $ (251.4) $ (259.0) $ (266.7) $ (274.0)

(124.5)  (1246) (124.7) (124.8)  (124.9)
9.8)  (10.1) (10.5) (11.2) (11.6)
1.5 2.8 3.7 3.6 3.6

$ (376.9) $ (383.3) $ (390.5) $ (399.1) $ (406.9)

$ (367)$ (87.0) $ (896) $ (922) $ (95.1)
(142)  (462)  (79.0) (103.2) (110.2)
(35.5)  (46.8)  (35.5)

(2.2) (6.8) (11.7) (16.9) (22.3)
(3.1) (9.2) (18.4) (30.7)
(0.7) (2.3) (4.5) (7.5)
(8.1) (8.6) (9.1) (9.6)
(0.5) (1.2) (1.7) 2.2)
(9.9) (20.4) (31.8) (32.8)
(6.7) (6.7) (6.7) (6.7) (6.7)
(3.5) (3.8) 4.1) (4.4)
(4.9) (5.0) (5.0) (5.1)
(3.6) (3.8) (4.0) (4.3) (4.5)
(5.0) (5.3) (5.6) (6.0) (6.3)
24.0 2.8 1.4 3.7 4.2

$ (79.9) $ (230.5) $ (281.2) $ (300.2) $ (333.2)

(1) Represents the cost to the General Fund. The actual amount of relief to taxpayers is $162 million
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1995 -1997 Major General Fund Tax Changes

FY 96-97 FY97-98 FY98-99 FY99-00 FY00-01

1997 Session
Withholding for Nonresidents $ 85 $
Internal Revenue Code Update (8.5)
Intangibles Tax Refunds & Interest (156.0)
Conservation Easement/Tax Credit (3.2)
Relief for Federal Retirees (2)
Audiovisual Master Tapes Exempt (1.4)
Bill Lee Act Amendments
Historic Rehabilitation Tax Credits (0.5)
Fees to Implement State Budget
Court Fees Increase 12.6
Secretary of State Fees Increase 1.5
Corporate Annual Report Fee Increase 0.3
Food Tax Reduction From 3% to 2%.
Custom Computer Software Definition Revised 0.7
Ports Tax Credit Modified (1.1)
Severance Pay Exemption Expanded
Total - General Fund $ (1471) $

TOTAL 1995 to 1997 TAX CHANGES

(2) The $ 8 million needed to fund the tax credits in FY 97-98 and FY 98-99 will come
from funds available in the Federal Retiree Refund Account.

100 $
(16.8)

(3.2)

(1.6)
(0.3)
(0.3)

15.1
1.8
1.2
(83.8)
0.7
(1.5)
2.1)
(80.8) $

10.0 $
(11.5)

(3.2)
(2.5)
(1.7)
2.2)
(1.8)

15.1
1.8
1.2
(92.2)
0.8
(2.0)
2.2)
(90.4) $

10.0
(13.0)

(3.2)
(A.7)
(1.8)
(4.7)
(2.4)

15.1
1.8
1.2

(95.0)
0.9
(2.8)
(2.4)
(98.0)

$ (456.8) $ (760.9) $§ (752.5) $ (789.7) $ (838.1)



HIGHWAY FUND FORECAST

The Highway Fund is supported from three primary revenue sources: three-fourths of the motor
fuels tax; license and fee revenues collected by the Division of Motor Vehicles; and interest
earned from investment of highway funds by the State Treasurer.

FY 1996-97 REVENUE COLLECTIONS

Highway Fund collections totaled $1.076 billion in FY 1996-97, a 6.6% increase over FY 1995-96
collections of $1.049 billion, and $12.8 million (1.2%) above the certified budget level. Motor fuels
tax collections exceeded the certified budget by just under $5 million (0.7%). The difference was
due largely to a higher than forecasted tax rate as a result of increased gas prices. Although
overall revenue was above the certified budget level, not all revenues performed ahead of
projections. Investment income was significantly below , $6 million (31.6%), the certified budget
level. This difference was due to a reduction to Highway Fund cash balances that occurred when
those balances were use to fund the cost incurred by DOT as part of Hurricane Fran clean-up
efforts. The cash balances were to be replenished by reimbursements from the Federal
Emergency Management Agency, but the reimbursements did not occur during the fiscal year.

1997-99 FORECAST

Compared to actual collections in FY 1996-97, Highway Fund revenues are projected to grow
42.5 million (4.0%) in FY 1997-98, and an additional $26 million (2.3%) in 1998-99. Motor fuel tax
revenue represents the largest portion of this increase, and is projected to grow by $29.8 million
(4.0%) into 1997-88. Statewide fuel consumption is expected to grow by 2.5% into 1997-98, and
the variable component of the State motor fuel tax is expected to remain at an average of 22.6
cents. Driver license fees are projected to decrease by $5.3 million (7.6%) from 1997-98 to 1998-
98. This decrease is projected because the revenue windfall that was gained from the change to
a five-year license renewal period will begin to subside in 1998-99.

HIGHWAY FUND REVENUE

(Millions)
1996-97 1997-98 1998-99
Actual Projected Projected
Fuels Taxes:

Motor Fuels Tax $730.9 $760.3 $779.7
Gasoline Inspection Fee 17 12.4 12.7
Highway Use Registration Fee 0.2 0.3 0.5
Total Fuels Taxes $742.8 $773.0 $792.9

Licenses, Fees, and Penalties:
Staggered Vehicle Registration $131.5 1348 $136.2
Truck Licenses 54.0 55.2 54.8
International Registration Plan 415 43.0 47.4
Drivers Licenses 68.1 70.2 64.9
Other 25.1 25.5 26.2
Total Licenses, Fees, and Penalties $321.2 $328.7 $330.5
Investment income 13.1 17.0 21.2
TOTAL HIGHWAY FUND REVENUE $1,076.1 .$1,118.7 $1,1446
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HIGHWAY TRUST FUND FORECAST

The 1989 Session of the General Assembly established the Highway Trust Fund, whose revenues
are used almost exclusively for highway construction. This fund was created with new State
revenues in addition to highway taxes and fees traditionally deposited into the State Highway
Fund. The primary revenue sources are: one-fourth of the motor fuel taxes; a 3% use tax levied
whenever a motor vehicle title is transferred (unless specifically exempt by general statute); title
fees and various registration fees collected by the Division of Motor Vehicles,; interest earned
from investment of the Trust Fund cash balance; and, an annual transfer from the Highway Fund
equal to the reduction in highway bond debt service relative to the level of debt service in 1989.

FY 1996-97 REVENUE COLLECTIONS

Highway Trust Fund revenues for FY 1996-97 totaled $772.8 million, representing a 4.4%
increase over FY 1995-96 revenues of $739.6 million. Highway use tax revenues exceeded the
certified budget by $41.8 million (11.4%), and Treasurer's investments exceeded projections by
$8.2 million (29.7%) due to higher than expected cash balances being available for investment.

1997-99 BIENNIUM FORECAST

Highway Trust Fund revenues are expected to increase in FY 1997-98 by 4.3% to $805.8 million,
and in FY 1998-99 by 3.3% to $832.7 million.. Continued growth at current rates is expected for
revenues from taxes and fees, but investment income is expected to decrease into 1997-98 as
cash balances are spent down.

HIGHWAY TRUST FUND REVENUE

(Millions)
1996-97 1997-98 1998-99
Actual Projected Projected
Revenues
Motor Fuels Revenue $243.7 $253.4 $259.9
Motor Vehicle Use Tax 407.6 437.4 455.5
Title Fees:
Certificates of Title 73.0 73.3 74.7
Miscellaneous Title Fees 12.7 13.3 13.6
Treasurer's Investments 35.7 28.4 29.0
Total Revenue $772.7 $805.8 $832.7
Amount Required to be Transferred
to the General Fund (170.0) (170.0) (170.0)
Amount Required to be Transferred
from the Highway Fund 32.3 38.0 38.0
BALANCE AVAILABLE $635.0 $673.8 $700.7
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FEDERAL BLOCK GRANTS






FEDERAL BLOCK GRANT PROGRAMS

HISTORY

In 1981, the Reagan Administration recommended and Congress adopted the Omnibus Budget
Reconciliation Act which created a number of new "block grants” to be distributed to State
governments in lieu of numerous traditional "categorical' funds. This approach to State aid
reflected the President's philosophy of shifting more fiscal decision-making to the States. In
addition, it allowed the Administration to significantly cut the federal budget.

In previous years, Congress had appropriated money to the States for smaller, narrow-purpose
programs, such as those for crippled children, migrant heaith, family planning, and immunization.
These funds were accompanied by numerous "strings” and substantial paperwork requirements.
The new block grants consolidated appropriations for many of these programs into large, general
purpose grants which had fewer "strings" and allowed more flexibility in the use of the funds.

BRIEF DESCRIPTION OF THE BLOCK GRANTS
SOCIAL SERVICES BLOCK GRANT

The Social Services Block Grant is intended to provide federal funds to help people achieve or
maintain a greater degree of economic self-support or self-sufficiency, to prevent abuse or
exploitation of children and adults who are unable to protect their own interests, and to prevent
inappropriate institutional care or to secure appropriate institutional care when other forms of care
are not appropriate. The primary providers of these services are the one hundred county
departments of social services, and examples of services funded include child and adult day care
and in-home services for the elderly.

SUBSTANCE ABUSE PREVENTION AND TREATMENT BLOCK GRANT

The ADAMHA Reorganization Act of 1992 (P.L. 102-321) split the Alcohol, Drug, and Mental
Health Services Block Grant (ADMBG) creating the new Substance Abuse Prevention and
Treatment Block Grant. The SAPTBG provides federal financial assistance to states for the
provision of prevention and treatment of alcohol and drug abuse.

MENTAL HEALTH SERVICES BLOCK GRANT

The MHBG provides federal financial assistance to states for the provision of community based
services for the mentally ill. Services provided through the use of the block grant must be those
described in the State's Plan in accordance with Federal P.L. 102-321. These services include
outpatient, day treatment, psychosocial rehabilitation, emergency services, residential services,
etc.

MATERNAL AND CHILD HEALTH BLOCK GRANT

This block grant funds health services for mothers and children to reduce infant mortality and the
incidence of preventable diseases and handicapping conditions among children. It also provides
for rehabilitative services for blind and disabled individuals under the age of 16 and for treatment
and care of children with developmental disabilities.
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FEDERAL BLOCK GRANT PROGRAMS (Continued)

PREVENTIVE HEALTH SERVICES BLOCK GRANT

This block grant provides health services to low-income persons in order to reduce the risk of
preventable iliness and early death and to improve the quality of life through better health.

LOW-INCOME ENERGY ASSISTANCE BLOCK GRANT

The purpose of this block grant is to provide funds to assist low-income families with their heating
fuel costs, to provide some emergency assistance and home weatherization or energy-related
home repairs.

COMMUNITY SERVICES BLOCK GRANT

This is a federally funded program that provides a range of services and activities designed to
eliminate the causes of poverty among the elderly, poor, and handicapped.

COMMUNITY DEVELOPMENT BLOCK GRANT

This block grant provides funds to assist local governments with community and economic
development projects that primarily benefit low and moderate income persons.

CHILD CARE AND DEVELOPMENT BLOCK GRANT

In 1990, Congress passed a comprehensive child care package which was passed as part of the
Omnibus Budget Reconciliation Act (OBRA), P.L. 101-508. A major piece of the child care
package included a Child Care and Development Block Grant. The block grant has been
authorized by Congress for three years, and provides federal funds for child care services to low-
income families and for activities to improve the availability and quality of child care.

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES

In August 1996, Congress passed and the Clinton Administration enacted the Personal
Responsibility and Work Opportunities Reconciliation Act of 1996 (PRWORA). Better known as
federal Welfare Reform, passage of PRWORA ended 507 years of the Aid to Families of
Dependent Children (AFDC) entitlement program and replaced it with the Temporary Assistance
for Needy Families (TANF) Block Grant. This action gave states unprecedented flexibility to
create their own welfare programs which emphasize self-sufficiency and work.
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FEDERAL BLOCK GRANT PROGRAM:
HOW THE MONEY WILL BE SPENT IN NORTH CAROLINA

1997-98

DEPARTMENT OF COMMERCE

Community Development Block Grant
- 1998 Program Year $45,000,000

DEPARTMENT OF ENVIRONMENT, HEALTH, AND NATURAL RESOURCES

Preventive Health Services Block Grant $5,520,876
Maternal and Child Health Block Grant 16,515,634

DEPARTMENT OF HUMAN RESOURCES

Division of Mental Health, Developmental Disabilities and Substance Abuse Services

Social Services Block Grant $5,524,186
Mental Health Services Block Grant 6,238,341
Substance Abuse Prevention and Treatment Block Grant 30,955,825
Temporary Assistance for Needy Families Block Grant 5,300,000
Division of Social Services

Low Income Energy Block Grant $18,234,581
Social Services Block Grant 39,799,083
Temporary Assistance for Needy Families 302,929,076
Division of Facility Services

Social Services Block Grant $343,341
Division of Child Development

Child Care and Development Block Grant $25,037,977
Social Services Block Grant 13,853,152
Child Care and Development Fund Block Grant 115,819,906

Division of Youth Services
Social Services Block Grant $950,674
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FEDERAL BLOCK GRANT PROGRAM: HOW THE MONEY WILL BE SPENT
IN NORTH CAROLINA (Continued)

1997-98
Division of Vocational Rehabilitation
Social Services Block Grant $188,263
Division of Services for the Blind
Social Services Block Grant $3,205,711
Office of the Secretary (Office of Economic Opportunity)
Social Services Block Grant $41,302
Community Services Block Grant 12,828,926
Division of Aging
Social Services Block Grant $1,985,234
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CHANGES TO THE MEDICAID PROGRAM

STATE

Expenditures for the Medicaid Program totaled $4.64 billion in FY 1996-97, a 13% increase from
FY 95-96. The growth in Medicaid expenditures over this time period was due primarily to
inflation and increases in long-term care services.

During its 1997 Regular Session, the N.C. General Assembly enacted $4.3 billion in total
requirements for the Medicaid Program (this includes $1.2 billion in state funds) for FY 97-98,
reflecting an actual decrease of 7% from the previous fiscal year. This decrease was the result of
a reduction in the number of clients eligible for coverage and adjustments in budgetary
projections.  While the total requirements for the Medicaid Program decreased, state
appropriations actually increased by approximately 4% due to a reduction in the federal financial
participation rate.

During its deliberations on the proposed budget, the General Assembly adopted $135 million in
reductions for FY 9798 and $52.8 million in FY 98-99. The reductions for the first year of the
biennium represent cuts in inflationary increases for medical care providers, anticipated
reductions in the number of eligible clients and the budgeting of Disproportionate Share Funds.
Reductions for FY 9899 represent the state's anticipated results of planned reductions in the
Medicaid Program. The Governor proposed, and the General Assembly approved, the concept of
a Medicaid growth reduction plan intended to reduce the rate of growth in the program to 8% by
the year 2001.

FEDERAL

In August 1997, Congress and the Clinton Administration signed into law The Balanced Budget
Act of 1997. Included in this legislation were several Medicaid reforms:

Repeal of the Boren amendment (which required states to reimburse hospitals and nursing
homes at “reasonable and adequate rates” for Medicaid services). States will now be able to
exercise more control on spending for institutional care;

2. Elimination of the waiver process for the use of managed care. States will now be able to
require most beneficiaries to enroll in managed care without applying for federal waivers;

3. Elimination of rate restrictions for Qualified Medicare Beneficiaries (QMB's) and dual eligibles.
States can now use Medicaid payment rates (rather than Medicare) to pay providers that care
for these beneficiaries;

4. Continuation of Medicaid coverage for disabled children. States are now required to cover
children who were receiving SSI when federal welfare reform passed (August 1996) but lost
their SSI due to a new definition of childhood disability; and

5. Reforms Disproportionate Share hospital (DSH) payments by using a formula to determine
each state’s allocation. State-by-state allocations are set forth in federal law.
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CHANGES TO THE MEDICAID PROGRAM (Continued)

DISPROPORTIONATE SHARE FUNDS

Disproportionate Share (DSH) Funds are Medicaid payments made to health care providers who
deliver services to large numbers of uninsured patients. DSH payments to health care providers
are made in addition to reimbursements for services provided to Medicaid eligible patients.
Congress originally authorized the payments as a funding mechanism to offset the cost of
uncompensated care for health care providers, particularly hospitals, in an effort to improve
access to health care for the uninsured.

Prior to the enactment of The Balanced Budget Act of 1997, federal law permitted states to draw
federal funds up to a maximum allotment established by the federal Health Care Financing
Agency (HCFA). The law allowed states to match federal funds for DSH payments with direct
appropriations or with funds appropriated to a governmental unit for the delivery of health care to
the uninsured. States were required to obtain approval of their State Medicaid Plan for drawing
DSH payments from HCFA.

Under the amended federal law (effective October 1997), DSH allocations are set forth in law on
a state-by-state basis. The law provides for gradual reductions in DSH allocations to states
beginning 1999 through the year 2002.

North Carolina uses state appropriations to the four psychiatric hospitals (Dorothea Dix,
Broughton, Cherry and John Umstead) as the non-federal match with which the State draws
disproportionate share payments. The FY 1997-98 state budget anticipates $83 million in DSH
payments to the Department of Human Resources. Section 11 of the 1997 Session Laws
stipulates that appropriations to the Medicaid program which become available due to federal
Disproportionate Share receipts will be deposited as DHR departmental receipts.
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LEGISLATIVE ACTIONS:

GENERAL FUND APPROPRIATIONS






1-3 obeg

General Government
Administration
Administrative Hearings
State Auditor
State Controller
Cultural Resources
General Assembly
Governor's Office:
Governor's Office
Office of State Budget
Office of State Planning
Insurance
Lt. Governor
Revenue
Rules Review
Secretary of State
State Board of Elections
State Treasurer Operations
State Treasurer Pensions

Subtotal General Government
Transportation

Education
Public Education
Community Colleges
University

Subtotal Education

Natural and Economic Resources
Agriculture
Housing Finance Agency
Commerce
Commerce State Aid
MCNC
Biotechnology Center
Rural Economic Development Center
Environment, Health, & Natural Resources
Labor

Subtotal Natural and Economic Resources

Justice and Public Safety
Judicial

GENERAL FUND APPROPRIATIONS BY DEPARTMENTS FOR 1997-98

Continuation
Recommendations

59,567,213
2,217,486
9,495,886

16,053,306

52,608,363

31,226,277

5,286,620
3,855,400
1,820,279
19,880,965
612,176
68,045,123
281,892
5,243,012
1,052,787
6,506,847
11,925,187

295,678,819

10,609,854

4,400,046,882
489,218,944
1,418,358,030

6,307,623,856

49,480,730
2,300,000
37,221,648
1,475,000
4,500,000
7,664,396
5,870,000
253,269,888
16,068,855

377,850,517

310,944,929

Transfers

(235 648)
0
0
0
792 227
0

0
1,450,000
0
(1,450,000)
0

235,648

[=NoNoNe N

792,227

(=N No

(792,227)
0

0

1,800,000

0

0
(1,800,000)

0

0

(792,227)

Reductions

(3.377.971)
(10,690)

(5,498,357)
(710,262)

(151,996)
(37,382)
(17.829)

(2,946)
(1,156,046)
0
0

0
0

(10,963,479)
0
(58,306,887)
(517,508)
(21,461,115)A

(80,285,508)

(25,000)
0

(1,735,485)
(1,475,000)
0

0
(150,000)
(4,628,433)
(192,546)

(8,206,464)

(4,056,589)

Increases

1,380,550
150,593
688,978

5,337,824

12,589,344

98,310
8,655,202

5,753,898

593,270
240,000
1,310,000
500,000
458,277
0

37,756,246

0

168,578,746
28,989,051
46,271,253

243,839,050

2,426,157
5,000,000
11,688,331
10,575,000
0
8,500,000
3,350,000
38,904,673
40,825

80,484,986

20,926,163

Net Change

(2,233,069)
139,903
688,978

(160,533)

12,671,309

0

(53,686)
10,067,820
(17,829)
4,303,898
(2,946)
(327,128)
240,000
1,310,000
500,000
458,277
0

27,584,994

0

110,271,859
28,471,545
24,810,138

163,553,542

1,608,930
5,000,000
9,952,846
10,900,000
0
8,500,000
1,400,000
34,276,240
(151,721)

71,486,295

16,869,574

Revised
Appropriation

57,334,144

2,357,389
10,184,864
15,892,773
65,279,672
31,226,277

5,232,934
13,923,220
1,802,450
24,184,863
609,230
67,717,995
521,892
6,653,012
1,652,787
6,965,124
11,925,187

323,263,813

10,609,854

4,510,318,741
517,690,489
1,443,168,168

6,471,177,398

51,089,660
7,300,000
47,174,494
12,375,000
4,500,000
16,164,396
7,270,000
287,546,128
15,917,134

449,336,812

327,814,503
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Justice
Correction
Crime Control & Public Safety

Subtotal Justice and Public Safety

Human Resources
Secretary's Office
Aging
Medical Assistance
Social Services
Vocational Rehabilitiation
Mental Health
Child Development
Facility Services
Services for Deaf/HH
Blind Services
Youth Services

Subtotal Human Resouces
Reserves and Debt Service

Contingency and Emergency Fund
Compensation Increase

Retirement Contribution Rate Adjustments

Salary Adjustment Fund
Postage Reduction
CJIS Reserve

Debt-Reimbursement to Federal Government

Debt Service

Subtotal Reserves and Debt Service

Grand Total for Current Operations

Capital Improvements

Grand Total for Current Operations and Capital

A Includes Tuition Increase

GENERAL FUND APPROPRIATIONS BY DEPARTMENTS FOR 1997-98

Continuation
Recommendations

61,166,247
889,010,472
33,548,678

1,294,670,326

34,353,290
18,441,843
1.305,682,010
178,519,348
31,396,194
534,598,078
145,668,821
9,008,903
28,000,344
15,462,793
85,731,787

2,386,863,411

1,125,000
0
0
9,073,829
(300,000)
400,000
1,155,948
180,096,073

191,550,850
10,864,847,633
0
10,864,847,633

(o NeNe]

o aNoofoNoNoNeNoNo o]

0

[eNololoNoNoNoNo]

o

Reductions

(1,523,504)
(67,210,795)
(342,930)

(73,133,818)

(1,096,966)
(2,927)
(135,023,966)
(5,199,512)
(61,439)
(22,263,498)
(25,442)
(128,692)
(156,350)
(144,820)
(1,353,216)

(165,456,828)
0

0
(20,331,500)

0

0

0

0
(62,769,521)
(83,101,021)
(421,147,118)

0

(421,147,118)

Increases

9,199,429
1,326,390
462,794

31,914,776

4,000,000
6,175,000
0
5,903,752
1,700,000
16,178,371
22,928,878
200,000

0

0
3,577,850

60,663,851

0
344,716,757

[« NeoloNaNa

344,716,757
799,375,666
147,991,120 B, C

947,366,786

Net Change

7,675,925
(65,884,405)
119,864

(41,219,042)

2,903,034
6,172,073
(135,023,966)
704,240
1,638,561
(6,085,127)
22,903,436
71,308
(156,350)
(144,820)
2,224,634

(104,792,977)
0
344,716,757
(20,331,500)
0

0

0

0

(62,769,521)

261,615,736
378,228,548

147,991,120

526,219,668

Revised
Appropriation

68,842,172
823,126,067
33,668,542

1,253,451,284

37,256,324
24,613,916
1,170,658,044
179,223,588
33,034,755
528,512,951
168,572,257
9,080,211
27,843,994
15,317,973
87,956,421

2,282,070,434

1,125,000
344,716,757
(20,331,500)
9,073,829
(300,000)
400,000
1,155,948
117,326,552

453,166,586
11,243,076,181
147,991,120

11,391,067,301

B $5,000,000 for purchase of South Mountain Gamelands was shifted from operating budget to capital improvements with certifications by State Budget Office
C Does not include funds earmarked from unreserved credit balance for repairs and renovations
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Earmarking of the Unreserved Credit Balance by Fiscal Year

June 30 Savings Repairs/ Repairs/ Clean Water Tax Relief/ Other
Unreserved Reserve Renovations Renovations Management Tax Refunds Earmarking
Fiscal Year Credit Balance Earmarking {Replacement Supplement Trust Fund
Value)
1991-92 164,773,001 41,193,253 0 0 0 0 0
1992-93 537,330,259 134,332,565 57,000,000 0 0 0 0
1993-94 622,712,983 155,678,246 60,000,000 0 0 0 0
1994-95 680,022,275 146,305,569 146,305,569 A 0 0 28,100,000 B 66,700,000 **
1995-96 726,581,754 77,342,026 130,000,000 0 47 100 000 26,200,000 C 39,803,567 D
1996-97 759,306,050 0 135,000,000 39,260,955 49,354,893 156,000,000 E 61,000,000 F

o0 1w >

mm

: Only $125,000,000 was appropriated by the General Assembly for Repairs/Renovations; the balance of $21,305,569 was appropriated by the

1996 Session of the General Assembly for Special Projects.

: Reserve for Future Tax Relief

Direct Transfer to the Savings Reserve Account

: Reserve for Federal Retirees Refund ($25 million) and Federal Retiree Administration ($1.2 million)
: Appropriation of additional 1996-97 Capital Improvements of $39,519,567 made by re-appropriating 1995-96 unexpended appropriations

and the appropriation of 1995-96 reversion of $284,000 for library grants

: Reserve for Intangible Tax Remedy/Refunds
: Investment in NC Railroad stock

Total
Earmarking

41,193,263
191,332,565
215,678,246
387,411,138
320,445,593
440,615,848

Remaining
Credit
Balance

123,579,748
345,997,694
407,034,737
292,611,137
406,136,161
318,690,202



p-" sbegq

General Government
Administration
Administrative Hearings
State Auditor
State Controller
Cultural Resources
General Assembly
Governor's Office:
Governor's Office
Office of State Budget
Office of State Planning
Insurance
Lt. Governor
Revenue
Rules Review
Secretary of State
State Board of Elections
State Treasurer Operations
State Treasurer Pensions

Subtotal General Government
Transportation
Education

Public Education

Community Colleges

University

Subtotal Education

Natural and Economic Resources

Agriculture

Housing Finance Agency
Commerce

Commerce State Aid
MCNC

Biotechnology Center

Rural Economic Development Center
Environment, Health, & Natural Resources

Labor

Subtotal Natural and Economic Resources

GENERAL FUND APPROPRIATIONS BY DEPARTMENTS FOR 1998-99

Continuation
Recommendations

60,961,819
2,217,486
9,504,085

16,056,630

52,922,221

34,642,598

5,302,348
3,938,220
1,833,679
19,909,612
612,336
68,862,535
273,441
5,230,680
1,046,381
6,509,006
11,925,187

301,748,264

11,246,445

4,480,110,794
489,576,870
1,425,342,510

6,395,030,174

49,688,983
2,300,000
37,240,885
1,475,000
2,500,000
7,664,396
5,870,000
262,502,338
15,986,184

375,227,786

Transfers

(235 648)
0

0
0
786 713
0

0
1,450,000
0
(1,450,000)

0
235,648

[eNeNoNoNo]

786,713

[N e No

(786,713)
0

0

1,800,000

0

0
(1,800,000)

0

0

(786,713)

Reductions

(3.177,709)
(10,690)

(5,350,924)
(710,262)
0

(151 996)
(37 382)
(17 829)

(2,946)
(1,156,046)

[eNoNoNeNa)

(10,615,784)

0

(35,703,836)
(835,012)
(22,859,850)A

(59,398,698)

(50,000)

0
(1,735,485)
(1,475,000)
0

0
(150,000)
(4,328,433)
(192,546)

(7,931,464)

Increases

265,550
150,593
512,528
0
3,054,344
0

0
5,680,000

5,626,578

804,730
0

80,000
1,089,000
438,575
0

17,601,898

0

48,787,460
15,459,051
52,777,824

117,024,335

970,362

0
3,071,939
200,000

0

0

0
6,459,666
34,825

10,736,792

Net Change

(3,147,807)
139,903
512,528

(5.350,924)

3,130,795
0

(151,996)
6,992,618

(17,829)
4,176,578
(2.946)

(115,668)
0

80,000
1,089,000
438,575

0

7,772,827

0

13,083,624
14,624,039
29,917,974

57,625,637

133,649

0
1,336,454
525,000

0

0
(1,950,000)
2,131,233
(157,721)

2,018,615

Revised
Appropriation

57,814,012+ .
2,357,389
10,016,613
10,705,706
56,053,016~
34,642,598

5,150,352
10,930,838
1,815,850
24,086,190
609,390
68,746,867
273,441
5,310,680
2,135,381
6,947,581
11,925,187

309,521,091

11,246,445

4,493,194,418
504,200,909
1,455,260,484

6,452,655,811

49,822,632
2,300,000
38,577,339
2,000,000
2,500,000
7,664,396
3,920,000
254,633,571
15,828,463

377,246,401
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Justice and Public Safety
Judicial
Justice
Correction
Crime Control & Public Safety

Subtotal Justice and Public Safety

Human Resources
Secretary's Office
Aging
Medical Assistance
Social Services
Vocational Rehabilitiation
Mental Health
Child Development
Facility Services
Services for Deaf/HH
Blind Services
Youth Services

Subtotal Human Resouces

Reserves and Debt Service
Contingency and Emergency Fund
Compensation Increase
Retirement Rate Adjustment
Salary Adjustment Fund
Postage Reduction
CJIS Reserve
Debt-Reimbursement to Federal Government
Debt Service

Subtotal Reserves and Debt Service

Grand Total for Current Operations

GENERAL FUND APPROPRIATIONS BY DEPARTMENTS FOR 1998-99

Continuation
Recommendations

316,264,917
63,233,877
925,266,138
33,530,244

1,338,295,176

34,119,030
18,442,124
1,440,363,295
184,614,383
31,696,315
548,269,826
145,674,488
9,110,235
27,954,173
15,480,775
86,394,651

2,542,119,295

1 25000
0

0

9,573,829
(300,000)
400,000
1,155,948
224,048,883

236,003,660

11,199,670,800

[eNeoloNoNoNeNao Nol o [oNeoNaoNoNololeoNoNoNe)

o

o

Reductions

(4,918,187)
(1,284,004)
(60,661,496)
(342,930)

(67,206,617)

(1,096,966)
(2,927)
(52,824,782)
(5,199,512)
(61,439)
(13,749,003)
(25,442)
(128,692)
(156,350)
(144,820)
(679,278)

(74,069,211)
0
0
0
0
0
0
0

(18,675,184)

(18,675,184)

(237,896,958)

Increases

15,755,578
4,815,979
3,212,830

533,516

24,317,903

0]
5,170,930
0
4,998,752
1,200,000
16,099,063
25,989,030
0

0

0
3,700,000

57,157,775

0
343,409,871

[eNeoNoNoNo]

343,409,871

570,248,574

Net Change

10,837,391
3,531,975

(57,448,666)
190,586

(42,888,714)

(1,096,966)
5,168,003
(52,824,782)
(200,760)
1,138,561
2,350,060
25,963,588
(128,692)
(156,350)
(144,820)
3,020,722

(16,911,436)

0
343,409,871

HOOOOO

(18,675,184)
324,734,687

332,351,616

Revised
Appropriation

327,102,308
66,765,852
867,817,472
33,720,830

1,295,406,462

33,022,064
23,610,127
1,387,538,513
184,413,623
32,834,876
550,619,886
171,638,076
8,981,543
27,797,823
15,335,955
89,415,373

2,525,207,859

1,125,000 v~

343,400,871 v
0
9,573,829
(300,000)
400,000
1,155,948
205,373,699

560,738,347

11,532,022,416
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Community Colleges

Statutory Authority: General Statutes, Chapter 115D

The Department of Community Colleges provides state-level administration over a system of 58 comprehensive
community colleges under the direction of the State Board of Community Colleges. The board is a 20-member
body; 2 are ex-officio, 8 are appointed by the General Assembly, and 10 are appointed by the Governor.
Serving at the pleasure of the board is a President who is responsibile for administering all policies, regulations
and standards adopted by the board to operate the department and the institutions.

Each of the Community Colleges in the system is administered by a local board of trustees and a president who
is chosen by the local board and approved by the State Board. The local boards of trustees have 13 members;
4 elected by the local board of education, 4 elected by the local board of county commissioners, 4 appointed by
the Governor, and the president of the student government as an ex-officio non-voting member.

Programs and services offered by each institution reflect the needs and concerns of the citizens and industries
in the community. Instruction is provided through curriculum and continuing education (extension programs) to
more than 750,000 different individuals each year.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $489,218,944 $489,576,870
Legislative Changes
1 Occupational Extension $9,993,517 R $9,993,517 R
Increases funds available for occupational extension
programs as requested by the State Board of Community
Colleges.These are short-term job training programs that
do not lead to a degree.
2 Equipment and Books $4,000,000 R $4,000,000 R
Funds $10.55 million for additional equipment, $1.95 $9,000,000 NR

million for library books, and $500,000 for the State
Board of Community Colleges to participate in the NC-LIVE
project with UNC and the State Library which reduces the
duplication of expenditures for library resources.

3 New and Expanding Industry Funds

These funds will provide money for customized training $4,000,000 NR
projects to attract new industry and to support training
needs of existing industries that expand their workforce.

4 Enroliment Increase $1,215534 R $1,215534 R
Funds the enrolIment increases for the community college
system.

5 State Board Reserve Fund- Program Start-Up Funds $250,000 R $250,000 R
Funds to increase the State Board Reserve in order to $130,000 NR
provide additional money to start new community college
programs.

Community Colleges Page F - 1



6 Hosiery Technology Center
Funds for the operation of the Hosiery Technology Center.

7 New Industry Equipment for Regional Coordinators

Reduce the funds available to buy equipment for the
Department of Community Col leges' regional coordinators.

8 Community Services Block Grant

Reduce funds in the Community Services Block Grant that
offers hobby and leisure classes to the community.

9 JTPA Administrative Funds

Reduce the administrative funds allocated to colleges that
offer JTPA class size projects from federal funds.

10 Curriculum Improvement Projects

Reduce the State funds in this program by the amount
reverted due to the availability of federal funds for this

purpose.

11 Maintenance of Plant

Elimination of the operation and maintenance of plant
funds in FY 1998-99 for Central Carolina and Southwestern
Community Col leges.

12 Fayetteville Tech. Comm. College Capital Planning

Capital planning funds for Fayettevilie Technical
Commmunity College to establish a model early childhood
education center for Cumberiand County.

Total Legislative Changes

Total Position Changes

Revised Budget

Community Colleges

$100,000 NR

($300,000) R

(386,581) R

($17,216) R

($113,709) R

$300,000 NR

$14,941,545 R
$13,530,000 NR

$517,690,489

($300,000) R

(986,581) R

($17,216) R

($113,709) R

($317,506) R

$14,624,039 R

$504,200,909
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Special Provisions:

1997 Session: Senate Bill 352

Department: Community Colleges

Section: 9
Title:  Community College Funding Flexibility

Summary: Allows community colleges flexibility in establishing their budgets in accordance with local college
missions and institutional effectiveness plans. Only literacy and New and Expanding Industry
Funds are restricted.

Section: 9.1

Title:  Community College Tuition and Fee Payments

Summary: Urges local community colleges to allow students to pay their tuition on an instaliment basis to
reduce the hardship of converting from the quarter to the semester system.

Section: 9.2

Title:  Assessment of Occupational Extension Formula

Summary: Directs the State Board of Community Colleges to continue its study of the occupational extension
formula to determine the proper funding level and whether the faculty-student ratio should vary by
college size.

Section: 9.3

Title: Modifications in the FTE Funding Formula to Reflect Fluctuations in Enroliment

Summary: Asks the State Board of Community Colleges to study alternative methods of providing budget
stability to colleges during periods of enroliment decline.

Section: 9.4

Title:  Student Census Date

Summary: Changes the date for calculating the number of full-time equivalent students (FTE) from the 30%
to the 10% point of the class. This more closely equates to the drop/add period under the
semester system.

Section: 9.5

Title:  New and Expanding Industry Report Date Modified

Summary: Changes the date of the New and Expanding Industry Report to the Joint Legislative Education
Oversight Committee from September 1 to October 1.
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Section: 9.6
Title:  New and Expanding Industry Guidelines

Summary: Requires the State Board of Community Colleges to apply its recently adopted guidelines to all
funds appropriated for the New and Expanding Industry program after June 30, 1997 and restricts
any exceptions to these guidelines to one year only. Also authorizes the Department of
Community Colleges to use up to $125,000 a year from these program funds to monitor
compliance with the Board's guidelines.

Section: 9.7

Title:  Establishment of a New Multicampus Community College to Serve Anson and Union
Counties Authorized

Summary: Directs Anson and Union counties to jointly propose and submit to the State Board of Community
Colleges a contract for the establishment of a new institution to serve Anson and Union counties.
Gives the State Board the responsibility for approving the contract and providing oversight during
the transition as Anson Community College is abolished and a new community college serving
both Anson and Union counties is established.

Section: 9.8

Title:  Community College Program Efficiency

Summary: Asks the State Board of Community Colleges to ensure that all local colleges provide ongoing
review of their programs with low enroliment to determine if some can be eliminated or
consolidated to provide more efficiency.

Section: 9.9

Title:  Hospital-Based Nursing Programs

Summary: Requires that funds appropriated for hospital-based nursing programs be available to both
associate degree and diploma nursing programs.

Section: 9.10

Title:  HRD Multi-Entry/Multi-Exit Classes

Summary: Allows community colleges to offer Human Resources Development (HRD) programs on a multi-
entry/multi-exit basis. This does not change the funding basis.

Section: 9.11

Title:  Operations and Maintenance of Plant Funds

Summary: Allows Central Carolina Community College and Southwestern Community College to use other
state funds equal to the amount they received for FY 97-98 in maintenance of plant funds to help
pay for maintenance of plant costs in FY 98-99. Also directs these two colleges to develop a plan
in their service delivery areas to share these costs equitably among the counties.
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Section: 9.12
Title:  Hosiery Technology Center Funds

Summary: Expresses legislative intent that the $100,000 appropriated for FY 97-98 to the Hosiery
Technology Center is for one year only and that no additional special appropriation will be made in
future years.

Section: 9.13
Title:  state Board Reserve Fund

Summary: Directs that the additional $380,000 in FY 97-98 and $250,000 in FY 98-99 appropriated for the
State Board Reserve Fund be used to start new programs, including the Beaufort Community
College program for prisoners at the Hyde County Correctional Institution.
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Public Education

Statutory Authority: General Statutes, Chapter 115C

The State Board of Education consists of 13-members (11 members appointed by the Governor, plus the

Lieutenant Governor and the State Treasurer); the Superintendent serves as the secretary and chief

administrative officer of the State Board of Education.

The major duties of the board are to communicate the needs of public elementary and secondary education, to
provide leadership and support services to public schools, to assure standards of quality for programs and
personnel, and to equitably provide all pupils an opportunity to achieve their full potential.

Recommended Budget

Legislative Changes
A. Excellent Schools Funds

13 ABC incentive Funds

ABC incentive funds for schools that achieve standards
established by the State Board of Education.

14 Vacation Days Used as Teacher Workdays

Pay teachers for vacation days that are used as required
teacher workdays.

15 Staff Development Reading and Math/ABC Assistance

Provide funds to the State Board of Education to for staff
development in reading as required under the ABC program
and math education. Funds are also used for the ABC
assistance teams in low performing school systems.

16 Additional Pay for Mentor Teachers

Provide additional funds to the State Board of Education
to pay for mentor teachers.

17 Extra Pay for New Teacher Development

Provide additional funds to the State Board of Education
to pay for additional days for new teachers for training
and staff development.

B. School Safety Initiatives

18 School Safety Funds

Improve school safety by providing additional funds to
expand alternative schools and other programs for at-risk
students. Local school systems may also use these funds
to hire school safety officers.

19 Reduction in Middle School Class Size Grade

Reduce class size for middle school students below grade
level in achievement.

Public Education

GENERAL FUND
FY 97-98 FY 98-99
$4,400,046,882 $4,480,110,794
$72,400,000 NR
$8,500,000 R $8,500,000 R
$6,800,000 R $6,800,000 R
$3,500,000 NR
$800,000 NR
$10,000,000 R $10,000,000 R
$3,200,000 R $3,200,000 R
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20 Safety Assistance Teams

Provides funds for school assistance teams to local
schools. The goal of these teams is to assist local
schools in establishing a safe orderly learning
environment.

C. School Technology

21 School Technology Funds

Provides additional funds for the School Technology Trust
Fund.

22 Expand Technology in Schools

Provides funds for a pilot project on the expansion of
‘technology in the public schools.

D. Special Education

23 Increase Funds for Handicapped Children

Additional funding for children with special needs to
reflect the April 1997 head count. These funds are in
addition to the increases in the Continuation Budget.

24 Special Education Funds

To provide funds to the State Board of Education for
children with special needs assigned to group homes within
a school system after the state headcount that was the
basis for funding during the 1997-98 fiscal year.

E. Supplemental Funding

25 Low Wealth Supplemental Funding

Increase supplemental funding for low wealth school
systems.

26 Small School Supplemental Funding
Increase supplemental funding for small school systems.

F. Adjustments in ADM and Average Salary

27 Adjustment in Average Salary

Adjust projected average salary for school employees in
FY1997-98 and FY1998-99 to September 1996 actual salaries.

28 Adjustment in Average Salary

Adjust projected average salary for school employees in
FY1997-98 and FY1998-99 to December 1996 actual salaries.

29 Revise Average Daily Membership and Average Salary
Revise average daily membership projections to reflect
changes in the expected number of students in various
grade levels in FY1997-98 and FY1998-99.
increase of 400 private school students entering charter
schools in FY1997-98.

Public Education

Also reflects an

$500,000

$20,000,000

$500,000

$2,950,512

$500,000

$4,000,000

$2,000,000

($20,415,665)

($7,704,040)

$4,818,618

NR

NR

$500,000

$500,000

$2,950,5612

$4,000,000

$2,000,000

($20,779,145)

($7,825,991)

$2,622,174
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30 Career Development Hold Harmless ($2,651,197) R ($2,651,197) R
Eliminate hold harmless funding for former career
development pilot units. Due to projected salary increase
these funds will no longer be needed.

31 School Bus Purchases ($26,835,985) R ($3,747,503) R
Purchase school buses with nonrecurring funds during $19,194,842 NR
FY1997-98.

G. Program Support

32 Total Quality Education

Provides fund to continue the Total Quality Education $450,000 NR
initiative. Other funds to support this program come from
the North Carolina Business Committee on Education.

33 National Board for Professional Teaching Standards $567,330 R $567,330 R

Continue to support North Carolina teachers in the process
of attempting to achieve certification by the National
Board for Professional Teaching Standards.

34 Governor's School $100,000 R $100,000 R

Provide additional funds to support operations of the
Governor's School .

35 Communities in Schools $250,000 R $250,000 R

Provide funds for the expansion of the Communities in
Schools Program.

36 A+ Schools

Appropriate nonrecurring funds for FY1997-98 to continue $500,000 NR
the A+ schools pilot project.

37 Avid Program Pilots $150,000 R $150,000 R

Provide funds for the AVID Program pilot project. This
pilot project in three schoo! systems is designed to
increase enrolIment of low income students in post
secondary education.

38 Global Curriculum Program

Funds to improve students knowledge and understanding of $150,000 NR
middle and high school students in the areas of
international and cultural studies.

39 Communities in Schools Funds

To provide funds to the Rocky Mount Communities in Schools $100,000 NR
program.
40 Cued Speech Funds $50,000 R $50,000 R

Appropriate funds to Cued Speech for preschool and
transitional and resource services.
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H. Charter Schools

41 Support Charter Schools $103,147 R $103,147 R

Appropriate funds to the State Board of Education to
provide assistance and oversight of the charter school
program.

Public Schools
42 Liability Insurance ($800,000) R ($800,000) R

Eliminate funding for teacher liability insurance.

o

43 Model Teacher Consortium $600,000 $600,000 R

Provide funds to expand the Model Teacher Consortium into
additional counties.

44 Positions to Assist Local School Construction $200,000 R $200,000 R
Provide funds to the Department of Public Instruction to
contract for architectural services, mechanical
engineering services, and accounting services to assist in
the review of school construction projects that result
from the recent statewide school bond referendum.

45 Instructional Supplies, Materials, and Equipment $2,500,000 R $2,500,000 R

Provide funds for additional instructional supplies,
materials, and equipment in local school systems.

46 Uniform Education Reporting System Funds $2,551,197 R $2,551,197 R

Provide funds to the State Board of Education to support
the Uniform Education Reporting System and the
accountability efforts of the board.

47 Schools Attuned Program $643,100 R $643,100 R

Appropriates funds to the State Board of Education for the
Schools Attuned Program. The program is designed to
assist elementary and middle school teachers to recognize
and be responsive to the learning styles and learning
strengths of all children, regardless of whether they have
potential or diagnosed learning dysfunctions.

($7,322,983) R $13,083,624 R

Total Legislative Changes
$117,594,842 NR

Total Position Changes

Revised Budget $4,510,318,741 $4,493,194,418
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Special Provisions:

1997 Session: Senate Bill 352

Department: Public Education

Section: 8.1

Title:  career Development

Summary: Allows the State Board of Education to use funds available to hold harmiess any employees in the
former Career Development Pilot Projects so that individual would make less in FY 1997-98 than
in FY 1994-95.

Section: 8.2

Title:  Supplemental Funding in Low-Wealth Counties

Summary: Special provision establishing the language governing the allocation of low-wealth supplemental
funding for the FY 1997-98 fiscal year.

Section; 8.3

Title:  Small School System Supplemental Funding

Summary: Special provision establishing the language governing the allocation of small school system
supplemental funding for the FY 1997-98 fiscal year.

Section; 8.4

Title:  Litigation Reserve

Summary: Allows the State Board of Education to expend up to $500,000 in unexpended funds in FY1997-98
for expenses relating to pending litigation. Also allows the carryover of unexpended funds in the
Litigation Reserve for FY 1996-97.

Section: 8.5

Title:  Exceptional Children Funds

Summary: Establishes the funding level for handicapped and academically gifted children for FY 1997-98.
Handicapped students are funded at $2,131.87 per identified child up to the lesser of identified or
12.5% of average daily membership. Funding ceiling of 142,956 identified students.

Academically gifted students are funded at $710.61 per child at 4% of avefage daily membership.
Funding ceiling of 49,045 students.

Both categories are also adjusted by the Office of State Budget and Management to reflect salary
adjustments adopted by the General Assembly.

Allows American Sign Language to be offered in public schools and State colleges and
universities as a modern foreign language.
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Section: 8.6
Title:  Minimum Vacation Leave for Bus Drivers

Summary: Provides one day of paid vacation for all bus drivers including part-time employees. An employee
who resigns or is terminated before taking the leave day is not entitled to compensation for that
day.

Section: 8.7

Title:  Loss of Budget Flexibility Under Certain Circumstances/Prohibition on Uses of State Funds
to Buy Out Superintendents Contracts

Summary: Gives the State Board of Education the authority to suspend the flexibility given to local boards of
education under GS115C-1.S. 115C-105.21A Prohibits the use of state funds; local textbook and
supply funds; and local funds raised through donations to buy out the contract of the local school
superintendent. Also requires public notification on any funds that are transferred to be used for
this purpose.

Section: 8.8

Title:  Delete Report on Guaranteed Energy Savings Contracts

Summary: Eliminates an obsolete report to the General Assembly on lease purchase contracts for energy
savings devices.

Section: 8.9

Title:  school Pay Date Flexibility Pilot Project

Summary: Extends the pilot project to four boards of education to allow flexibility in setting pay dates for 10
month employees. Provision is made obsolete in FY 1998-99 by Section 8.38 modifying the
school calendar.

Section: 8.10

Title:  Alternative Schools/At Risk Students

Summary: Provides that local school boards may use Alternative Schools/At Risk Student Funds for
Communities in Schools Programs.
Provides that local school boards cannot use Alternative Schools/At Risk Student Funds to
supplant local funds.
Provides that the State Board of Education may use up to $200,000 of Alternative Schools/At
Risk Student Funds to evaluate the program.

Section: 8.11

Title:  Advanced Placement Tests

Summary: Encourages the Board of Governors of the UNC system to develop a standardized system of
course credit for advanced placement test scores. Also establishes the conditions under which a
community college may earn FTE's for teaching high school students.
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Section: 8.12

Title: Data on Teacher Assistants’ Years of Experience, Credentials, and Placement on Locally
Adopted Salary Schedules/Review Teacher Assistant Education Programs and Standards

Summary: Requires the State Board of Education to collect data on teacher assistants' years of experience
and degrees. The SBE must also collect data on locally adopted salary schedules.

Requires the SBE in coordination with Community Colleges and the Board of Governors to collect
information on the training programs for teacher assistants. The SBE must also recommend
whether there should be training standards for teacher assistants.

Section: 8.13

Title:  Class-Size Computation for K-2

Summary: Establishes the rules for computing class-size in grades K-2. Maximum class-size for the grade
span and for an individual class is 26.

Section: 8.14
Title: ABC's Performance Recognition for Personnel Serving Prekindergarten Through Twelth
Grade

Summary: Allows teachers in a preK program to receive ABC incentive awards if the program prepares
students for kindergarten in that school.

Section: 8.15

Title:  school Law Revision Subcommittee Extended

Summary: Allows the cochairmen of the Education Oversight Committee to appoint a School Laws Revision
Subcommittee. Provisions sets out terms of appointments.

Section: 8.16

Title:  AVID Program

Summary: Appropriates $150,000 for each year of the biennium for the AVID Program. This pilot project in
three school systems is designed to improve the academic performance of underachieving
students so that they become eligible to attend postsecondary education institutions.

Section: 8.17

Title:  Distance Learning program

Summary: Gives the State Board of Education great authority over funds used to contract for distance
learning services.

Section: 8.18

Title:  Crime Control Grants for the N.C. Center for the Prevention of School Violence

Summary: Requires the Secretary of the Department of Crime Control and Public Safety to continue to fund
the Center with federal funds, if permitted by federal law. Also authorizes the Board of Governors
of the UNC system to use funds available to continue the Center.
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Section: 8.19
Title:  Charter School Requirements

Summary: Allows the State Board of Education to include as a part of the Charter Schools audit
requirements, the requirements of the School Budget and Fiscal Control Act.

Section: 8.20
Title:  Civil Penalty and Forfeiture Fund Established

Summary: Creates a Civil Penalty and Forfeiture Fund for civil fines and forfeitures collected by a state
agency and payable to the County School Fund pursuant to Article IX, Section 7 of the
Constitution. The fund is administered by the Office of State Budget and Management. These
funds are then transferred to the School Technology Fund, and distributed to the school systems
on the basis of average daily membership.

Section: 8.21
Title:  Availability of Funds for Staff Development

Summary: Allows staff development funds allocated to local school systems to remain available to December
31 of each subsequent fiscal year.

Section: 8.22

Title:  Teacher Certification

Summary: Requires the State Board of Education to study lateral entry for teachers and certification of out-of-
state teachers.

Clarifies the in-state tuition status of full-time teachers for courses relevant to certification or
professional development as a teacher.

Section: 8.23

Title: Funds for National Board for Professional Teaching Standards

Summary: Provides for payment of the fee for teachers seeking certification by the National Board for
Professional Teaching Standards, leave days, and repayment if the teacher does not complete
the certification process.

Section: 8.24

Title:  Public-Private Partnership to Expand Technology in Public Schools

Summary: Provides for $500,000 for each year of the biennium to ExplorNet, through a contract with the
State Board of Education. ExplorNet is to enlist public, private, and volunteer efforts to assist in
wiring classrooms; increasing the number of computers in schools; and establishing a computer
recycling program in conjunction with vocational education.
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Section: 8.25
Title:  Uniform Education Reporting/Building Level Reports on School Funding
Summary: Allows use of UERS funds in 1997-99 for upgrading various components of the system.

Requires the State Board of Education to modify UERS to provide information on the use of funds
at the school building level.

Section; 8.26
Title:  Legislators May Serve on School Technology Commission

Summary: Amends the statutory language establishing the School Technology Commission to allow
legislators to serve on the commission. Makes the Commission advisory to the State Board of
Education in compliance with N.C. Supreme Court decisions on separation of powers.

Section: 8.27
Title:  Rigorous Academic Content Standards/Proficiency Benchmarks

Summary: Requires the State Board of Education to develop a comprehensive plan to revise content
standards and the content standards in the core academic areas. Requires the State Board of
Education to develop and implement an ongoing process to align academic content standards
every five years. The first alignment must be completed by 2002. Repeals the Standards and
Accountability Board, and replaces it with an advisory committee. Requires the State Board to
develop exit exams and proficiency benchmarks for all academic courses required for admission
to the UNC system.

Requires exit exams by 1999-2000 if the State Board of Education determines that they are
practically feasible.

Section: 8.28
Title:  Special Needs children Funds

Summary: Appropriates $500,000 for FY 1997-98 to be allocated to local schoo! boards for children with
special needs who are in group homes not included in the head count of children with special
needs.

Section:; 8.29

Title:  safe Schools

Summary: Makes extensive revisions to various statutes dealing with management and placement of
disruptive students. Requires the development of safe school plans for each school system and
for every school building.

Appropriates $10,000,000 for each year of the FY 1997-99 biennium for Alternative Schools/At
Risk Students Allotment to local school systems.
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Section: 8.30
Tite:  School-Based Administrator Salaries

Summary: Establishes monthly salary schedule for school based administrators, principals and assistant
principals for FY 1997-98. The salary schedule provides for increases based on years of
experience, plus additional increases for performance under the ABC Plan and meeting goals
under the safe schools program.

Section: 8.31
Title:  sSchool Central Office Salaries

Summary: Establishes the salary ranges for central office administrators for FY 1997-98. Salary increase
funds equivalent to 4% are allocated to local school boards in a lump sum, and the board makes
decisions on increases for various individuals.

Section: 8.32
Title:  Noncertified Public School Employees Salary Increases

Summary: Provides for a 4% increase for all state funded noncertified employees in the public schools.

Section: 8.34
Title:  Extra Pay for Mentor Teachers

Summary: Provides funds for mentors for newly certified teachers. Mentors are for a maximum of 10 months
at a rate of $100 per month.

Section: 8.36
Title:  Extra Pay for New Teacher Development
Summary:; Provides funds in FY 1997-98 for extra days of employment for newly certified and hired teachers.

Section: 8.38
Title:  Public School Calendar Changes/Extra Pay for Extra Days

Summary: Delegates authority to local school boards for management of the public calendar. Requires a
minimum of 180 instructional days, 1000 instructional hours, covering nine calendar months.
Provides an extensive rewrite of statutory provisions relating to teacher payroll.

Allows the scheduling of required workdays in lieu of optional teacher workdays. Teachers who
are required to work on those additional days may be paid for those days at the end of the year,
provided that they have already accumulated 30 days of vacation.

Provides funding for up to four days of lost vacation in FY 1997-98, and fully funded in FY 1998-
99.
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Section; 8.39
Title:  Global Curriculum Program

Summary: Appropriates funds for the Global Curriculum Program. Designed to improve the knowledge of
high school and middle grade students of international and cultural studies. $150,000 in
nonrecurring funds is appropriated in FY 1997-98 for this purpose.

Section: 8.40

Title:  Ppilot Program for Computer Network Administration

Summary: Appropriates $500,000 for FY 1997-98 for a pilot program in computer network administration
The State Board of Education selects the schools to participate in the pilot projects.

Section: 8.41

Title:  Funds to Grade Standardized Tests

Summary: Provides authority to the State Board of Education to expend up to $850,000 for FY 1997-98 to
grade short essay tests at grade levels designated by the board.

Section: 9.42

Title:  Prototype School Design Clearinghouse

Summary: Appropriates $170,440 in FY 1997-98 and $77,900 in FY 1998-99 to establish a prototype school
design clearing house per G.S. 115C-521(e).

Section: 8.43

Title:  Study of Teacher and School Administrator Supply and Demand

Summary: Provides for a study of teacher supply and demand by the State Board of Education and the
Board of Governors of the UNC System. Provides up to $75,000 for the supply and demand
studies.

Also provides that the State Board of Education may use up to $50,00 to study principals salaries,
and the relationship to other certified personnel.

Section: 8.44

Title:  Allocation of Investment Earning on School Bonds to Small County School Systems

Summary: Allocated investment earnings from the $1.8 billion school bond issue to provide additional capital
construction funds to Avery, Alleghany, Polk, and Currituck Counties.

Section: 8.45

Title:  Clarification of Law on Identification of Low-Performing Schools

Summary: Clarifies misconstruction of local school systems on the application of the ABC accountability
provisions, and the identification of low-performing schools. Low performance is when the
majority of students in the school are tested in accordance with G.S. 115C-174.11(c).
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Section: 8.46
Title:  Report on Pilot and Model Programs

Summary: Local boards of education and nonprofit corporations implementing pilot or model programs must
report to the state Board of Education on how these programs are improving student performance
by December 15, 1998,
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UNC System

Statutory Authority: Statutory Authority: General Statutes, Chapter 116

The Board of Governors is composed of thirty=two members elected for four-year terms by the General
Assembly. The Board is required to plan and develop a coordinated system of higher education in North
Carolina.

The President of the University of North Carolina is the chief administrative officer of the University. He
establishes administrative organizations to carry out the policies of the University. In carrying out his duties and
responsibilities, the president is assisted by his staff officers and by the chancellors of the 16 constituent
institutions.

Recommended Budget

Legislative Changes

A.Academic Campuses

48

49

Overhead Receipts

Revise overhead receipts estimates up to levels
anticipated during 1996-97

UNC-Charlotte

Reduction in Reserve for New Buildings:
The library addition will be completed later than planned
and will be occupied in late 1997-98.

B.Schedule of Priorities

51

52

Enroliment Changes

Projected enrolliment for 1997-98 is lower than the number
of students budgeted for 1996-97 by 969 full-time
equivalents (FTE);provides for an additional 925 fulltime
equivalent students in second year of biennium, and to
account for a shift to more in-state students.

Funding Equity

Provides funding for 5 campuses (ASU,ECU,UNC-C,UNC-G, UNC-
W) found to be relatively under funded compared to other
campuses in a study conducted at the direction of the
General Assembly [SB352, Sec.10.1, p.88]

Libraries

Improvements in library collections, services, and
staffing; initial development of NC Virtual Library with
community colleges and State Library [SB 352, Sec. 10.11,
p.93]

UNC System

»

GENERAL FUND

FY 97-98
$1,418,358,030

($381,521)

($349,631)

($1,895,403)
-59.20

$21,000,000

$2,000,000

FY 98-99
$1,425,342,510

R ($381,5621) R
NR
$3,744,391 R
NR
61.00

R $21,000,000 R

R $2,000,000 R

Page F - 18



53 University Outreach to the Public Schools $1,785,000 R $1,185,000 R

Funding to:

a.lncrease clinical experience for prospective teachers
and involvement of classroom teachers;

b.Increase number of Principal Fellows;

c.Improve coordination of professional development
programs for school professionals with priorities of State
Board of Education;

d.Implement Early Math Placement Program in high schools
to improve math preparation.

e.Support for "Reading Together", a tutorial program for
second graders.
[SB 352, Sec. 10.9, p.92]

54 New Degree Programs $2,325,000 R $2,325,000 R

Funds to complete expansion of allied health initiatives
in speech and language pathology and occupational and
physical therapy, new doctoral programs at UNC-Charlotte,
and other programs previously authorized for planning by
the UNC Board of Governors.

55 Graduate Education and Research $7,700,659 R
Eliminate the requirement that 10% of overhead receipts
received from research grants are budgeted to support
General Fund operations on campuses.[SB 352, Sec. 10.18,

p.95]
56 Area Health Education Centers $2,750,000 R $2,760,000 R
Funds will increase family medicine residencies and

provide more community based training experiences for mid-
level practitioners and pharmacy students [SB 352,
Sec.10.10, p. 92]

57 Administrative Support for New Processes $300,000 R $481,521 R

Improvements in data collection and analysis for
assessment, evaluation, and budgeting purposes.

58 Distinguished Professorships $1,000,000 R $1,000,000 R

Additional State matching funds for the establishment of $1,000,000 NR
endowed chairs for outstanding faculty. State funds are
matched 2 for 1 by private dollars. [SB 352, Sec. 10.6,

p.91]

59 Interinstitutional Programs $794,000 R $794,000 R
Funding for NC School of the Arts Summer Institute,
Institute on Aging, computer support for the State 2.00 2.00

Education Assistance Authority, and NC Scholastic Media
Association Project.

C.Related Educational Programs

60 Scholarship Fund Balances

Reduce appropriations and use accumulated cash balances in ($1,850,790) NR
non-reverting trust funds due to cash repayments; revert
balance in old scholarship fund [SB 352, Sec.10.13, p.94]
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61 Aid to Private Medical Schools

Continue assistance for same level of enrollments as
actual numbers for 1996-97 [SB352, Sec.10, p.87]

62 Board of Governors Dental Scholars
Hold inflationary increases below projected levels

63 Board of Governors Medical Scholars
Hold inflationary increases to 3% annual ly

64 Aid to Students Attending Private Colleges
Increase Legislative Tuition Grant from $1,300 to $1,450

per year for each fulltime NC undergraduate; increase need-

based scholarship funding from $600 per fulltime
equivalent (FTE) NC student to $750 per NC FTE student.
[SB 352, Sec. 10.4,10.5, pp.90-91]

D.Agricultural Programs

65 Cunningham Farm Research Center

Non-recurring funds for development of Cunningham Farm
site near Kinston as a specialty crops research and market
development center for NC State

\66 Agricultural Research

Additional funding for enhancement of agricultural
production and life sciences industries while sustaining
and improving environmental quality

E.UNC Hospitals

67 UNC Hospitals Reduction

Reduce UNC Hospitals General Fund operating support.[SB
352, Sec. 10.23, p.97]

F.Studies

68 Pfiesteria Research

Funds to provide enhanced facilities and resources for
pfisteria research at NC State.

69 Isotope Study of Neuse and Cape Fear River Basins

Funding to complete isotope study to identify sources of
nitrogen in each river basin.

G.Other

70 Cancer Research Funds

Additional funds for cancer research at Lineberger Cancer
Research Center at UNC-Chapel Hill [SB 352, Sec. 10.20,
p.96]

71 Autism Services

Additional funding for Division TEACCH at UNC-Chapel Hill
School of Medicine for operating support of field offices
and for Carolina Living and Learning Center

UNC System

($329,000) R

($9,968) R
($38,735) R
$7,864668 R
$250,000 NR
$500,000 R

($10,000,000) R

$400,000 NR
$400,000 NR
$1,000,000 R
$232,585 R

($365,000) R

(824,704) R
($20,700) R
$7,864668 R
$500,000 R

($10,000,000) R

$1,000,000 R
$232585 R
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72 Fish Hatchery Research

Funds to continue fish hatchery research for the red drum $200,000 NR
and flounder species

73 Piedmont Triad Center for Applied Manufacturing

Funds to supplement the operating costs of the PT-CAM $400,000 NR
facility through NC A & T State University while it
develops the capacity to be self-supporting

74 East Carolina Performance Center

Start up costs and initial operating expenses for the L. $350,000 NR
T. Walker International Human Performance Center

75 Manufacturing Extension Partnership
Funds to match increase in federal grant to expand $900,000 NR
services to manufacturers through NC State [SB 352,
Sec.10.7, p.92]

76 Botanical Gardens $200,000 R $200,000 R
Additional operating support for Botanical Gardens at UNC-
Chapel Hill 5.00 5.00

77 Arbitration Settlement Payment

Funds to assist NC Central with payment of arbitrated $270,000 NR
contract settlement for fiber optic network

78 International Program

Funding for NC School of the Arts students Arts Abroad $200,000 NR
program

79 Law Enforcement Officers Training

Funding to educate law enforcement managers at NC State $150,000 NR
H.Tuition
80 Tuition Increase ($6,606,067) R ($12,067,925) R

1997-98: Increases of 3% ($22-42 per year) in-state ; non-
residents at NC State and UNC-CH 5%, NC School of the Arts
3% to more fully fund cost of education for non-residents

1998-99: 2% across the board

R R
Total Legislative Changes $24,385,962 $29,917,974

$424,176 NR
Total Position Changes -52.20 68.00
Revised Budget $1,443,168,168 $1,455,260,484
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Special Provisions:

1997 Session: Senate Bill 352

Department: UNC System

Section: 10

Title:  Wake Forest and Duke Medical School Assistance/Funding Formula

Summary: Guidelines for funding amounts provided to Duke and Bowman Gray Medical Schools for each
NC resident enrolled in each class.

Section: 10.1

Title:  UNC Equity Funds/Capital Facilities Study

Summary: The provision states that funds for equity appropriated this Session do not indicate a judgment
that any campus is adequately funded. The Board of Governors is directed to study the physical
facilities on each campus to determine the adequacy and relative comparability of physical plant,
based on the various missions of the campuses. The report is due in January, 1999.

Section: 10.2

Title:  Military Residency/UNC Tuition

Summary: Clarifies law that military personnel only pay up to the in-state tuition rates.

Section: 10.3
Title:  Funding for Off-Campus and Distance Learning Degree-Credit Extension Instruction

Summary: Directs the UNC Board of Governors to provide cost estimates to the 1998 Session of funding off-
campus instruction in a manner comparable to funding for on-campus instruction. This is a
continuation of efforts by the General Assembly to make higher education more accessible and to
provide for greater numbers of students in the most cost-effective manner.

Section: 10.4

Title:  Aid to Students Attending Private Colleges Procedure

Summary: Increases amounts for full-time undergraduates to $1,450 per year and grants to colleges for
need-based financial aid to $750 per full-time equivalent student. Continues prohibitions on use of
funds for certain prison inmates.

Section: 10.5

Title:  Aid to Students Attending Private Colleges/Legislative Tuition Grant Limitations

Summary: Continues language providing eligibility of military personnel for Legislative Tuition Grants and
requiring coordination of new off-campus programs among colleges.
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Section: 10.6
Title:  Distinguished Professors Endowment Trust Fund

Summary: Changes law to allow endowed professorships partially funded by State funds to be for limited
periods of time if they are originally established for that purpose.

Section: 10.7
Title:  Manufacturing Extension Partnership
Summary: Directs allocation of $900,000 in appropriations for 1997-98 to this program at NC State University

Section: 10.8

Title:  UNC Overhead Receipts Flexibility

Summary: Allows UNC campuses designated as Special Responsibility Constituent Institutions (SRCI's) to
have the same budget flexibility with overhead receipts budget codes as they do with General
Fund budget codes.

Section: 10.9

Title:  UNC Assistance to Public Schools

Summary: Directs UNC Board of Governors to shift funding for educational consortia on 8 campuses into
other program initiatives to assist the public schools. The transfgr is to occur over two fiscal years.

Section: 10.10

Title:  Area Health Education Centers Funding

Summary: Allocates $2,750,000 in funding for expansion of AHEC programs. Directs that $240,000 of these
funds go to pay for 16 family medicine residencies in Cabarrus County.

Section: 10.11

Title:  UNC Libraries Funding

Summary: Directs UNC Board of Governors to allocate $2 million in expansion funds for library
improvements, including some amount for the interactive statewide library project.

Section: 10.12

Title:  Cooperative Extension Services

Summary: Directs the Joint Education Oversight Committee to study the role, funding, and programs of the
Cooperative Extension Services.

Section: 10.13

Title:  scholarship Fund Balances

Summary: Moves balances from an old scholarship program into another active program to effectuate a one-
time budget reduction.
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Section: 10.14

Title:  University Fire Safety Costs Limited

Summary: Changes law enacted in 1996 to limit charges for water service for college-related residences with
fire sprinkler systems to "marginal” (additional) costs rather than "actual” costs.

Section: 10.15

Title:  Academic Enhancement Funds Clarification

Summary: Makes it clear that $17.8 million appropriated in 1996-97 for NC State and UNC-Chapel Hill can
be used by those campuses in any of its budget codes.

Section: 10.16

Title:  ASU Centennial Celebration

Summary: Directs allocation of $200,000 for this purpose from the Board of Governors' reserve funds.

Section: 10.17

Title:  Agricultural Enhancement

Summary: Allows NC State to allocate $500,000 from overhead receipts for non-salary line items in
agricultural programs for 1997-98. Also provides for a reduction of required reversions from
agricultural programs by $500,000 for one year, and directs the,Board of Governors to review its
policies on salary increases that cannot be funded from funds appropriated for that purpose.

Section: 10.18

Title:  UNC Overhead Receipts

Summary: Allocates $7.7 million in 1998-99 to UNC Board to eliminate the 10% of overhead receipts from
grants that currently help support General Fund budget code costs.

Section: 10.19

Title:  UNC Management Flexibility

Summary: Reduces the required reversion of General Fund appropriations from UNC campuses designated
as Special Responsibility Constituent Institutions (SRCI's) from 2% to 1%, and directs that these
funds be used for nonrecurring costs of technology or libraries.

Section: 10.20

Title:  John Kernodle Fund

Summary: Directs allocation of $1 million for cancer research at UNC-Chapel Hill.

Section: 10.21
Title: Tuition Policy

Summary: Allows UNC Board of Governors to increase tuition for graduate programs at UNC-Chapel Hill
School of Business by up to $5,000 over 3 years, and establishes conditions for that action to be
taken. Directs Board to study tuition levels for graduate education and to report back by January,
1999,
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Section: 10.22
Title:  Institute of Government/Knapp Building

Summary: Allows construction and renovation of this facility in phases if that approach is fiscally prudent.

Section: 10.23
Title:  study Impact of Budget Cuts on UNC Hospitals at UNC-Chapel Hill

Summary: Directs UNC Board of Governors to review reductions in General Fund support for UNC Hospitals
for impacts on indigent care and long-term viability.

Section: 10.24
Title:  Natural Resources Leadership Institute
Summary: Allows use of $150,000 in required reversions for this program for 1997-98.

Section: 33.17
Title:  University of North Carolina System-EPA Salary Increases

Summary: Directs that UNC Board of Governors and Board of NC School of Science and Mathematics have
authority to set rules for allocation of salary increase funds averaging 4%. Funds shall be
allocated for teachers at NC School of Science and Mathematics to provide raises comparable to
those received by public school teachers.

Section: 34.12

Title:  UNC-A Highsmith Center

Summary: Allows reallocation of capital funds appropriated for completion of Graduate Center for planning
for Highsmith Student Center expansion if private funds are available to complete the Graduate
Center.
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Administration

Statutory Authority: General Statutes, Chapter 143-B

The Department of Administration is set up to assist in the management of State government. It has become a
central source of services that all agencies need, such as motor fleet management, courier mail, purchasing and
contracting for all goods and services, and utilities coordination.

The Department of Administration also has its public services side. It coordinates State and local programs and
research designed to concentrate on certain contemporary community problems. The department also houses
advocacy programs to promote the development and growth of various ethnic and minority groups as well as
programs for persons with disabilities.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $59,567,213 $60,961,819
Legislative Changes
(0000) All Divisions
1 Personnel Reductions ($527,405) R ($527,405) R
Reductions recommended by the Governor, including one
painter supervisor, nine painters, one vacant office -13.00 -13.00
assistant position in Facilities Management, a vacant
position in the Council for Person's with Disabilities,
and an office assistant position in the Board of Science
and Technology. Reduction also includes $105,014 in
salary reserve money.
(1121) Fiscal Management
2 Reduced Data Processing Services ($7,000) R ($7,000) R

(1225) State Health Plan Purchasing Alliance Board

3 Reversions From Previous Operating Budgets $0 R $0 R

Under the statutory language creating the State Health
Plan Purchasing Alliance Fund, left over balances from the
Board's operating budget have not been reverting to the
General Fund. These past balances and the interest earned
on them should be transferred from the State Health Plan
Purchasing Alliance Fund to the General Fund at the end of
1996-97. This transfer will increase funds available for
1997-98 by $648,718.
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4 Miscellaneous Line Item Reductions ($47,000) R ($47,000) R
Reductions in operating budget:

Rent/Lease: ($10,000)
Transportation: ($5,000)
Data Processing: ($10,000)
Printing, binding, duplicating: ($17,000)
Registration Fees: ( $1,000)
Office Equipment: ( $4,000)

(1241) Management Information Systems

§ Reductions in Operating Expenses ($3.463) R ($3463) R

Reductions in data processing maintenance and office
furniture and equipment

(1264) Agency for Public Telecommunications
6 Reductions in contractual services and travel ($8,920) R ($8,920) R

(1311) Office of State Personnel

7 Staff for Personnel Mgmt Information System (PMIS) $137,934 R $137,934 R
The Governor recommends funding to provide two (2) $15,000 NR
computer analyst programmers and a support position to 3.00 3.00

enable the Office to respond to increased mainframe data
collection and analytical needs, and to continue to
efficiently respond to PMIS users,

8 Operating Budget Reductions

Reduce funds in the following line items in FY 97-98: ($70,406) NR
(531572) Unemp Comp Payments to ES ($ 7,016)
(531625) St Disability Payment ( 15,000)
(532199) Misc Contractual Svs ( 26,000)
(532850) Printing ( 2,390)
(532942) Other Emp Educational Ex ( 10,000)
(536905) Employer OJT Incentive ( 5,000)
(537102) Res Emp Survey ( 5,000)

(1421) Facility Management

9 Delays in Operating New Buildings

Reductions recommended by the Governor due to delays in ($678,000) NWNR ($370,000) NR
the opening of the new SBI Laboratory, the Old Revenue
Building and the Natural Science Museum.

10 Additional Delays in Operating New Buildings

Additional reductions beyond those recommended by the ($215,773) ($371,920) NR
Governor due to additional delays in the opening of the

new SBI Laboratory, the 0ld Revenue Building and the

Natural Science Museum.
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11 Increase Rental Receipts

Increases receipts to the Department of Administration by
charging rent to the State Treasurer and to the Department
of Insurance. The rent paid by these agencies is offset
by increases in the receipts they collect and in the non-
tax revenues their operations generate. The Treasurer
will be charged $645,025. Insurance will be charged
$511,225.

12 Reduce Operating Budget for New Buildings

Reduces amount budgeted for indirect costs in operating
new buildings.

(1623) State Capitol Police
13 Eliminate Two Vacant Property Guard Positions

14 Transfer Positions to Revenue

Transfers 10 property guards from Capitol Police to
Department of Revenue. Includes salaries, benefits,
uni forms and equipment.

{1741) Human Relations Council

15 Reduction in Miscellaneous Line Items

(1761) Youth Involvement Office

16 Increase Wages for Interns

Increases hourly wage for interns from $5.00 to $6.75 per
hour. Increase is recommended by the Governor.

(1771) Veteran Affairs

17 Reductions in Expenses

Two veterans cemetery maintenance positions will be
converted to receipts-supported positions, and motor
vehicle replacements will be reduced.

(1781) Domestic Violence Program

18 Additional Position

Administrative assistant position to monitor batterers
treatment programs. Recommended by Governor.

19 Funds for Local Domestic Violence Programs

Provides additional one-time funding to local domestic
violence programs.

(1811) Advocacy for Disabled

20 Reduced Operating Expenses

Reductions in contractual services, and board member
travel and subsistence

Administration

($1,156,250)

. ($11,938)

($1,156,250) R

($518,437) R

($42,524) R

-2.00
(3235,648) R

-10.00
($11,938) R
$77,616 R
($65,124) R
$50,000 R

1.00
$0 MR
($8,600) R
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(1861) Commission of Indian Affairs

21 Delete Match for Title XX

Title XX federal funds for Indian Day Care have been
discontinued. Therefore, matching funds are no longer
needed.

(1862) Low-Level Radioactive Waste
22 Reductions in Communication Expense and Travel

(1871) Board of Science and Technology

23 Reduction in Communications Expense

Total Legislative Changes

Total Position Changes

Revised Budget

Administration

($15,000)

($11,018)

($13,110)

($2,383,890)
$150,821
-21.00

$57,334,144

NR

($15,000) R
($11,018) R
($13,110) R

($2,405,887) R
($741,920) NR
-21.00

$57,814,012
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Special Provisions:

1997 Session: Senate Bill 352

Department: Administration

Section: 27
Title:  Combine Programs to Help Women and Children

Summary: Directs Budget Office to study feasibility of consolidating the budget, salaries, and administration
of federal and state grants for domestic violence programs and rape crisis programs. The study
shall include an analysis of ways to promote coordination of resources at the State and local
levels.

Section: 27.1

Title:  Procurement Card Pilot Program

Summary: Restricts the use of procurement cards by State agencies. The only agencies authorized to use
procurement cards are those that were using them prior to March 31, 1997, and up to an
additional 15 agencies that could participate in a pilot program.

Section: 27.2 ,

Title:  State Health Plan Purchasing Alliance Board Operating Funds Revert

Summary: Changes statutes so that operating monies for the State Health Plan Purchasing Alliance Board
will revert if not used. Transfers balances that should have reverted in previous years to the
General Fund.

Section: 27.3

Title:  Governor's Advocacy Council for People with Disabilities

Summary: Requires that the Department of Human Resources continue to provide office space to the
Governor's Advocacy Council for People with Disabilities.

Section: 27.4

Title:  Fees for State-Owned Office Space

Summary: Allows the State to collect rent on State-owned office space from the State Treasurer and the
Department of Insurance.

Section: 27.5

Title:  parking Revenues

Summary: Allows excess parking revenues to be used to subsidize van pools and transit passes.

Section: 27.6
Title:  Transfer Capitol Police To Revenue
Summary: Transfers 10 property guard positions from the Capitol Police to the Department of Revenue.
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Section: 27.7
Title:  )ndian Cultural Center

Summary: Allows Department of Administration to allocate $100,000 to operate the non-profit organization,
North Carolina Indian Cultural Center, Inc., from funds appropriated to purchase land for the North
Carolina Indian Cultural Center. All unused funds from this appropriation would revert.
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Auditor

Statutory Authority: General Statutes, Chapter 143A, Article 3

The State Auditor directs a staff in Raleigh and 7 regional offices in the performance of financial and compliance
audits of State agencies. The staff also performs quality control reviews of CPA firm work papers of local
government and local non-profit agency audits. The State Auditor also operates a "hotline" for citizens to report

fraud, waste or abuse of State funds.

Recommended Budget

Legislative Changes
(1120) Support Services

24 Maintenance on Printing Equipment

Provides funds to maintain printing and duplicating
equipment. Recommended by the Governor.

(1210) Field Audit Division

25 Equipment Replacement Reserve

Recurring funds would allow the Auditor to replace
computers every three years. Recommended by the Governor

26 Audit Software

27 EDP Audit Positions
Additional electronic data processing auditors

28 Additional Audit Positions
Additional performance and financial auditors

Total Legislative Changes

Total Position Changes

Revised Budget

Auditor

GENERAL FUND

FY 97-98 FY 98-99

$9,495,886 $9,504,085
$38,600 R $38,600 R
" $175,000 R $175,000 R
$0 R $15,000 R
$159,000 NR $0 NR
$123,606 R $123,606 R
$12,980 NR $0 NR

2.00 2.00
$160,322 R $160,322 R
$19,470 NR $0 NR

3.00 3.00
$497,528 R $512,528 R
$191,450 NR $0 NR

5.00 5.00

$10,184,864 $10,016,613
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Special Provisions:

1997 Session: Senate Bill 352
Department: Auditor

Section: 25

Title:  Advice Of Governmental Operations On Prioritizing Requests For Assistance

Summary: Allows Auditor to request advice of the Joint Legislative Commission on Governmental Operations
in prioritizing requests for assistance.

Section: 25.1

Title:  Performance Audit of SIPS

Summary: Directs the State Auditor to conduct a performance audit of SIPS, which should include a review
of the business plan and SIPS rate making process. Report to the Governmental Operations
Commission is required by April 15,1998.
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Cultural Resources

Statutory Authority:

The head of the Department is the Secretary who is appointed by and serves at the pleasure of the Governor.
The Department is responsible for providing the necessary management, policy development and the
establishment and enforcement of standards for the furtherance of resources, services and programs for
historical records, sites and property, including museum, art resources, and libraries. An important function of
the Department is the administration and awarding of funds appropriated for grants-in-aid.

GENERAL FUND
FY 97-98 | FY 98-99
Recommended Budget $52,608,363 $52,922,221
Legislative Changes
(0000) Departmentwide
29 Salary Reductions/Span of Control ($610,262) R ($610,262) R
Reduce positions in the department as a result of the
study authorized per Section 10.1, Chapter 324, 1995 -20.00 -20.00

Session Laws. The Department will eliminate 20 positions,
including three (3) supervisory positions; reduce Reserve
Funds for the Museum of History, Home Creek Farm, Historic
Sites, and Museum of Art; and reduce budgets of Archives
and Records, Historic Sites, and the State Library.

(1110) Office of the Secretary

30 Grants to Local Organizations

Provide funds to local arts, cultural, and historical $8,000,000 NR
organizations; and local museums as grants-in-aid.
[SB 352, Sec 30.4, p. 419]

(1210) Archives and History - Admin

31 Blackbeard's Flagship
Appropriate funds for the surveillance, preservation, and $200,000 NR
protection of the shipwreck of Blackbeard's flagship,
Queen Anne's Revenge.[SB 352, Sec 30.6, p.421]

32 Maritime Museum $792,227 R $786,713 R
Transfer positions, operating support, equipment,
property, and other assets of the North Carolina Maritime 17.25 17.25

Museum from the Department of Agriculture to the
Department of Cultural Resources, Division of Archives and
History (Fund 1210).

FY 1997-98 FY 1998-99
Requirements $ 792,527 $ 787,013
Receipts ($ 300) $ 300)
Appropriation $ 792,227 $ 786,713
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(1230) Archives and Records

33 North Carolina Postal History Commission

Appropriates funds to establish the NC Postal History
Commission to advise the department on the collection,
preservation, cataloging, publication, and exhibition of
material associated with North Carolina's postal history
[SB 352, Sec 30.5, pp. 419-421]

(1241) State Historic Sites

34 Somerset Place

Provide funds for construction and contracted personal
services.

35 Town Creek Indian Mound

Appropriate funds for an archaeological curation and
education facility at the site,

36 State Civil War Sites

Funding is authorized to preserve, improve, and promote
the State's Civil War era sites.

37 Reductions in Travel and Equipment
Reduce the following line items in FY 98-99:

FY 98-99:
(532714) In-State transportation ($15,000)
(534549) Other Motorized Vehicles ($15,000)

(1250) Archaeology and Historic Preservation

38 Historic Rehabilitation Tax Credit Program

Approriates funds to allow the department to implement the
program.

{1410) State Library Services

39 Library and Learning Resources
Reduce funds in line item 534630 in FY 98-99.

(1480) Statewide Programs & Grants

40 6960 Aid to Counties

Increase funds for grants to public libraries in
accordance with the formula for State-Aid to libraries.

41 NC LIVE - Statewide Electronic Library

Funding to support NC-Live (North Carolina Libraries and
Virtual Education), a collaborative effort among the State
Library and public libraries statewide in partnership with
libraries in the University of North Carolina system and
the Community College system recommended by the Governor
to expand access to library and information resources.
Initial funds will support statewide licensing of on-line
reference and research materials.

Cultural Resources

$35,000 NR
$250,000 NR
$50,000 NR

$1,000,000 NR

$54344 R
1.00

$2,000,000 R

$1,000,000 R

($30,0000 R
$54,344 R

1.00
($6,000) R
$2,000,000 R
$1,000,000 R
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(1500) Museum of History
42 Equipment

Reduce funds in line item 534522 in FY 98-99

(1992) Continuation Reserves

43 Reduce Funds in Operating Reserves

Reduce funds in the reserves both years of the biennium as

fol lows:

FY 97-98 -
(537102) Museum of History
2 Hist Mus Specs, Gr. 65, eff. 9/97
1 Pub Info Asst Ill, Gr. 57, eff 9/97
Social Security
Retirement
Med Ins
In-State Trans
In-State Subsistence
Training and Registration
Printing, Binding, etc.
Other Mat & Supplies
Office Furniture

¢537110) Tryon Palace
1 Painter
Social Security
Retirement
Med Ins

FY 98-99
(537103) Historic Sites
Hist Halifax Tap Room

Misc Contractual Services
Enrg Ser - Electrical
Enrg - Water & Sewer
Repairs - Other
In-State Trans
In-State Lodging
In-State Subsistence
Telephone Service
Postage, etc.
Print, Binding, etc.
Other Emp Educ Exp
Other Mat & Supplies
Equip - Other
Art & Artifacts

Total Legislative Changes

Total Position Changes

Revised Budget

Cultural Resources

($39,720)
( 14,490)
4,022)
5,694)
1,560)
3,000)
2,200)
1,000)
1,000)

483)
1,000)

PN NN AN AN N N S~

$20,336)
1,556)
2,203)
1,736)

$ 5,000)
3,000)
200)
3,500)
200)

(
(
(
(
(
(
(
¢ 550)
(
(
(
(
(
(

($30,000) R
($100,000) R ($34,000) R
$3,136,309 R $3,130,795 R
$9,535,000 NR
-1.75 -1.75
$65,279,672 $56,053,016
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Special Provisions:

1997 Session: Senate Bill 352
Department: Cultural Resources

Section: 30
Title:  pepartment of Cultural Resources May Retain Historical Publications Receipts

Summary: Allows the Historical Publications Section to retain receipts, including over-realized receipts, from
the sale of publications for reprinting these documents.

Section: 30.1
Title:  Modify the Areas of Responsibility of the Roanoke Island Commission

Summary: Rewrites G.S. 143B-131.2 to change the name of U.S. Highway 64/264 to the U.S. 64/264
Bypass, and to change the name of Ice Plant Island to Roanoke Island Festival Park.

Section: 30.2
Title:  Museum of History Restaurant

Summary: Directs the department to designate the North Carolina Museum of History Associates, Inc. as the
contracting agent for restaurant services per G.S. 121-4 (17). The Associates shall negotiate a
contract based upon monthly rent and a percentage of gross receipts. The Associates shall
submit a report to the Governmental Operations Commission and the Joint Appropriations
Subcommittee on General Government by June 30 of each fiscal year that includes 1) an
operations report, 2) a profit and loss statement, and 3) an analysis of how profits have been
expended or reserved to support programs and projects of the Museum of History.

Section: 30.3
Title:  Funds for Museum of the Albemarle

Summary: Transfers $47,887 from Fund 1110 (Code 536930) to Fund 1500 (Code 534160) to replace funds
that were reallocated in FY 96-97 to support Newbold-White House.

Section: 30.4
Tite:  Procedure for Award of Cultural Resources Grants

Summary: Appropriates $8 million to the Department for FY 97-98 to use for grants to nonprofit organizations
or local governmental entities statewide for cultural, historical, or artistic organizations, for cultural,
historical, or artistic projects, and for museums. The Secretary shall establish a process for the
review, evaluation, and consideration of the grants. The Secretary shall consider the merits,
significance, and benefits of projects to the State and local communities; and the cost of the
projects. Prior to awarding grants, the Secretary shall consult with the Governmental Operations
Commission. These grants are not subject to review by the Historical Commission.
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Section: 30.5
Title:  North Carolina Postal History Commission

Summary: Establishes the commission to advise the department on the collection, preservation, cataloging,
publication, and exhibition of NC postal history. The Commission will be in operation for three (3)
years - July 1, 1997 through June 30, 2000. The first annual report will be submitted to the
General Assembly before July 1, 1998, with subsequent annual reports due within thirty (30) days
of the convening of the General Assembly and a final report due no later than June 30, 2000.

Section: 30.6
Title:  preservation of Blackbeard's Flagship

Summary: Directs use of funding for the surveillance, preservation, and protection of the shipwreck of
Blackbeard's flagship, Queen Anne's Revenge, and the recovery of the cargo and artifacts.

Section: 30.7
Title:  Princeville Cemetery Oversight

Summary: Directs the department to provide oversight and guidance to the Town of Princeville and the
Princeville Cemetery Commission in regards to the restoration and the preparation of documents
for the cemetery to be placed on the National Register.

Section: 34.6

Title:  Historic Sites Repairs and Renovations Funds

Summary: Allows the Office of State Budget and Management (OSBM) to allocate money from the Repair
and Renovation Fund specifically to make needed repairs at State historic sites. Establishes a
Historic Sites Repairs and Renovations Review Committee comprised of Senate and House
Appropriations Committees chairs. Directs OSBM to submit a proposal for use of the funds for
historic sites to the Committee prior to submission to the Governmental Operations Commission.
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General Assembly

Statutory Authority: Article I, Section 1, North Carolina Constitution, General Statutes, Chapter 120

members are elected for
House of

hair the fourteen-member
ly and its permanent staff.

GENERAL FUND
FY 97-98 FY 98-99

Recommended Budget $31,226,277 $34,642,598

Legislative Changes

44 (No continuation budget adjustments)

Total Legislative Changes
Total Position Changes
Revised Budget $31,226,277 $34,642,598
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Special Provisions:

1997 Session: Senate Bill 352
Department: General Assembly

Section: 22
Title:  Analysis of State Budget During the Interim

Summary: Authorizes the Appropriations Committees and Subcommittees of each House to meet in the
1997-98 interim to "review matters related to the State budget, the organization of State
government, or any other matter as they deem appropriate." Authorizes oversight committees in
each House to oversee interim work of Appropriations Committees and Subcommittees.

Section: 22.1
Title:  Health Care Oversight Committee

Summary: Establishes the Joint Legislative Health Care Oversight Committee, consisting of seven members
from each House of the General Assembly. Sets forth membership and organization rules for the
Committee, and establishes its purpose and powers.

Section: 22.2
Title:  state Employees' Communications with Legislators

Summary: Prohibits any department, agency, or institution of the State from limiting State employees’ right to
speak with a member of the General Assembly at the member's request.
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Governor

Statutory Authority: Article |il, Section 5, North Carolina Constitution

Staff assists the Governor in his deliberations on legal, policy, and administrative matters. Staff are assigned to
offices in Washington, D.C., Asheville, New Bern, and to the Executive Residence in Raleigh. Each month, the
Office of Citizen's Affairs handles thousands of calls, letters and visits intended for the Governor.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $5,286,620 $5,302,348
Legislative Changes
(0000) Departmentwide
45 Purchased Contractual Services ($22,367) R ($22,367) R
(1110) Administration
46 Assistant Chief of Staff Position ($98,310) R ($98,310) R
Remove recurring funding for the position and associated $98,310 NR
benefits of Assistant Chief of Staff. Provide 0.00 -1.00
nonrecurring funds for first year only.
(1130) Office of Intergovernmental Relations
47 Eliminate Military Liaison Position ($25,220) R ($25,220) R
Eliminate the position and associated benefits for
Military Liaison. This position has been vacant since 10- -1.00 -1.00
01-94.

(1631) Raleigh Executive Residence

48 Transfer to CC & PS ($6,099) R ($6,099) R

This transfer repays Crime Control & Public Safety (CC &
PS) the costs of supplying the Governor's guards. $6,099
was the amount of the requested increase from last year.
The money will be saved by using guards with the same
salaries as the current guards are earning.

R R
Total Legislative Changes ($151,996) ($151,996)
$98,310 NR
Total Position Changes -1.00 -2.00
Revised Budget $5,232,934 $5,150,352
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Special Provisions:

1997 Session: Senate Bill 352

Department: Governor

Section: 23
Title:  Fire Protection Grant Fund

Summary: Creates the State Fire Protection Grant Fund in the Office of State Budget and Management. The
purpose of the fund is to compensate local fire districts and political subdivisions for providing fire
protection to State-owned buildings and their contents. Requires the Office of State Budget and
Management to develop a statewide method for distributing these funds. ldentifies amounts to be
paid into fund from General Fund, Highway Fund, and University of North Carolina.
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Insurance

Statutory Authority: General Statutes, Chapter 58

The Department of Insurance is authorized to regulate insurance rates, to license companies and agents, and to
check on their operations in the public interest. It also helps the insurance industry by weeding out dishonest
operators, and by investigating cases of fraud by policyholders or embezzlement and fraud by company

agents. The Department serves as the fire and casualty insurance company for State government, enforces the
State's building codes, helps set up community fire departments and rescue squads, and helps train emergency

workers.

The Department is under the administration of the Insurance Commissioner who is elected to serve a four-year

term. As an elected State official, the Commissioner is a member of the Council of State.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $19,880,965 $19,909,612
Legislative Changes
(0000)Departmentwide
49 Rent for State-Owned Space - $511,225 $511,225 R
The Insurance Department occupies 40,898 square feet of
space in the Dobbs Building. Rent paid to the Department
of Administration, at $12.50 per square foot, would amount
to $511,225 annually. This money would be used to reduce
Administration's General Fund appropriation.
(1200) Company Services
50 Additional Financial Analysts $51,778 $55,552 R
Hire additional financial analysts with HMO expertise to
handle mergers and acquisitions. 1.00 1.00
(1300) Technical Services
51 Seniors’ Health Insurance Information Program $32,311 $31,357 R
Hire additional employee to handie phone calls.
1.00 1.00
52 Additional Market Practices Examiners $313,314 $333,174 R
Adds two three-person teams to monitor market practices
At least one of the teams will monitor the practices of 6.00 6.00
Health Maintenance Organizations (HMOs).
(1500) Safety Services
53 Upgrade and Increase Fire and Rescue Services $396,000 $96,000 R
Computer software for counties to submit Fire Incident
Reports and implement Rescue Reporting Program.
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54 Additional Employees for Manufactured Housing $0 R $0 R
Hire additional inspectors for manufactured housing and

buildings. These positions are 100% receipt-supported. 3.00 3.00
FY 97-98

Expenditures: $237,622

Receipts: 237,622

Appropriations: 0

FY 98-99

Expenditures: $217,972

Receipts: 217,972

Appropriations: 0

(1900) Reserves and Transfers

55 Consumer Protection Fund

Additional funds to hire outside contractual services for $150,000 NR
legal proceedings in ratesetting cases.
56 Pay for Revenue Workers $99,270 R $99,270 R

Transfers $99,270 in FY 1997-98 and $99,270 in FY 1998-99
to pay the Department of Revenue for collecting the gross
premiums tax and the Regulatory Charge which supports the
Department of Insurance [SB 352, Sec 26.1, p. 414].

57 Transfer Fire Protection Grant Program ($1,450,000) R ($1,450,000) R

The Fire Protection Grant Program is transferred to the
Office of State Budget and Management. The Department of
Insurance will not need an appropriation to fund this
program.

58 Fire and Rescue Workers' Comp $4,500,000 R $4,500,000 R
Provides a recurring grant to the Fire and Rescue Workers'
Comp Fund. Intent is for the State to contribute to the
Fund unti| its reserves (projected time: about 8 years)
are sufficient to enable it to be self-supporting.

R R
Total Legislative Changes $4,153,898 $4,176,578
$150,000 NR
Total Position Changes 11.00 11.00
Revised Budget $24,184,863 $24,086,190
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Special Provisions:

1997 Session: Senate Bill 352

Department: Insurance

Section: 26
Title:  Construction Code Receipts

Summary: Authorizes the Department of Insurance to use proceeds from sale of copies of the State
construction code to buy additional copies of the code for sale. Proceeds not needed to buy
additional sale copies revert to the General Fund.

Section: 26.1

Title:  Expand Use of Insurance Regulatory Fund

Summary: Establishes that payments to the Department of Revenue for collecting the premium tax and
regulatory charge may be made from the Insurance Regulatory Fund, rather than from
departmental operating funds.
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Lieutenant Governor

Statutory Authority: North Carolina Constitution, Articles Il and Ili:

Under the provisions of the Constitution, the Lieutenant Governor is an elected officer of the State. He is
President of the Senate and presides over that body, but has no vote unless the Senate is equally divided. The
authority and duties of the Lieutenant Governor and his capacity as President of the Senate are prescribed by
the Senate Rules.

In accordance with the General Statutes, the Lieutenant Governor serves on the Council of State, the
Commission on Interstate Cooperation, the Commission of Indian Affairs, the North Carolina Capital Planning
Commission, the North Carolina Land Policy Council, the State Board of Education, and the Economic
Development Board.

The salary for the Lieutenant Governor is set in the Budget Appropriations Act and his annual expense
allowance in the General Statutes.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $612,176 $612,336

Legislative Changes
(1110) Administration

59 Miscellaneous Expenses, Equipment, and Services ($2,946) R ($2,946) R

Reductions in Registration Fees, Other Employee
Educational Expenses, Maintenance Agreement-Equipment, DP
Equipment, Repairs-Computer Equipment, General Office
Expenses, Cellular Phone Service, Postage, and Telephone
Service.

R R
Total Legislative Changes ($2,946) ($2,946)
Total Position Changes
Revised Budget $609,230 $609,390
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Special Provisions:

1997 Session: Senate Bill 352
Department: Lieutenant Governor

Section:
Title:  (No special provisions reported)
Summary:
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Office of Administrative Hearings

Statutory Authority: G.S. 150B

This office provides Administrative Law Judges to conduct hearings on issues covered by administrative law;
receives, compiles, edits and codifies all rules, public notices and related documents; and, publishes the N.C.
Register and Administrative Code. The office also investigates charges of alleged discrimination filed by State

and local government employees covered under the State Personnel Act.

Recommended Budget

Legislative Changes
(1100) Administration and Operations

60 Administrative Law Judge Salaries

Sets salary for the Chief Administrative Law Judge equal
to that fixed for District Court Judges. Sets the
salaries of Administrative Law Judges at 90% of the salary
of the Chief Administrative Law Judge. Establishes that
the Chief Administrative Law Judge and Administrative Law
Judges shall receive longevity pay.

61 Reduce Services and Equipment

Reductions in Maintenance Agreements, Data Processing
Services, Furniture & Equipment, and Printing.

62 LAN Administrator

Provides funds to hire one person to administer local-area-
network (LAN) system.

Total Legislative Changes

Total Position Changes

Revised Budget

Office of Administrative Hearings

GENERAL FUND

FY 97-98
$2,217,486

$103,206

($10,690)

$47,387

1.00

$139,903

1.00

$2,357,389

FY 98-99
$2,217,486

$103,206

($10,690)

$47,387

1.00

$139,903

1.00

$2,357,389
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Special Provisions:

1997 Session: Senate Bill 352
Department: Office of Administrative Hearings

Section:
Title:  (No special provisions reported)
Summary:
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Office of State Planning

Statutory Authority: G.S. 143-3.5

This office oversees and facilitates State government strategic program/performance planning and evaluation,

and provides analytical demographic, and geographic information.

Recommended Budget

Legislative Changes
(1412) Geodetic Survey

63 Make One-Half Position Receipt-Supported

Office of State Planning has one position which receives
one-half of its funding from the General Fund. This
position will become entirely receipt-supported.

Total Legislative Changes

Total Position Changes

Revised Budget

Office of State Planning

GENERAL FUND
($17,829) R ($17,829) R
-0.50 -0.50
($17,829) R ($17,829) R
-0.50 -0.50
$1,802,450 $1,815,850
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Special Provisions:

1997 Session: Senate Bill 352
Department: Office of State Planning

Section:
Title:  (No special provisions reported)
Summary:
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Revenue

Statutory Authority: General Statutes, Chapter 143B

The Secretary of Revenue is appointed by the Governor. It is the Secretary's duty to make a continuing study of
economic conditions and to evaluate the effect of these conditions on the tax bases and prospective

collections. The Secretary is required to make and publish copies of biennial factual statistics of State and local
taxation.

Under the Secretary's supervision, the Department spends much time auditing tax returns and collecting taxes
that support a majority of State expenditures.

The Department also serves as a consultant and advisor on State tax preparation. Local governments are also
assisted in appraising and taxing property.

GENERAL FUND
FY 97-98 | Fy 9899
Recommended Budget $68,045,123 $68,862,535
Legislative Changes
(0000) Departmentwide
~ 64 Salary Reductions/Span of Control ($592,976) R ($592,976) R
Reduce positions in the department as a result of the
study authorized per Section 10.1, Chapter 324, 1995 -9.00 -9.00

Session Laws. The approach for the Department is three-
fold with the elimination of nine (9) positions; reduction
of salary reserve created by lowering the budgeted level
of fifteen (15) revenue officer and revenue tax auditor
trainee positions to the first step; and reduction of
operating line items.

(1600) Administration

65 Administrative Program Reductions ($200,000) R ($200,000) R

Reduce funds for data processing equipment and for repairs
to buildings each year of the biennium:

FY 97-98
(532310) Repairs - Buildings ($100,000)
(534522) Equipment - Computers ($100,000)
Fy 98-99
(532310) Repairs - Buildings ($100,000)
(534522) Equipment - Computers ($100,000)

(1620) Tax Administration

66 Capitol Police $235648 R $235,648 R

Transfer ten (10) Property Guards with salaries, benefits,
uniforms, and equipment from Capitol Police in the 10.00 10.00

Department of Administration to the Department of Revenue.
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67 Assist New Audit Positions
Add an Administrative Officer |ll, as recommended by the
Governor,to offset increased workload resulting from the
new audit positions, effective January 1, 1998.

68 Annual Corporate Reports
Provide funds for personnel and operating costs as
department assumes responsiblity for collection of annual
corporate reports, resulting from the passage of SB 727.

(1640) Tax Compliance

69 Premiums Tax Positions
Funds transferred from the Department of Insurance
regulatory charge to provide continued support for the two
(2) positions that are responsible for collection of the
gross premiums tax. For the Department of Revenue the
transfer of funds increases receipts, reducing the General
Fund appropriation.

(1660) Field Operations

70 Additional interstate Audit Personnel

Appropriate funds for seven (7) new auditor positions and
two (2) Tax Technicians in the Interstate Audit Division
per the recommendation of the Governor. Positions are
effective January 1, 1998.

(1680) Legal and Administrative Services

71 Reductions to Postage and Printing

Adjust appropriations for the following line items each
fiscal year:

(532840) Postage
(532850) Printing

($251,800)
($ 12,000)

Total Legislative Changes

Total Position Changes

Revised Budget

Revenue

$31,305

$8,500
1.00

$87,073

$74,200
2.00

($99,270)

-2.00

$298,192

$94,000
9.00

($263,800)

($503,828)
$176,700
11.00

$67,717,995

R
NR

NR

NR

R
NR

$62,609

1.00

$112,144

2.00

($99,270)

-2.00

$629,977

9.00

($263,800)

($115,668)

11.00

$68,746,867
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Special Provisions:

1997 Session: Senate Bill 352

Department: Revenue

Section: 29
Title:  Study Revenue's Staff Requirements

Summary: Requests the State Budget Office to complete work on the study of the Department of Revenue 's
staff requirements, and to make a final report to the House and Senate Appropriations
Subcommittees on General Government and Fiscal Research Division by March 31,1998. Prior to
March 31, 1998 the Department must report to Governmental Operations Commission before
creating any new positions.

Section: 29.1

Title:  Extend and Modify Ports Tax Credit

Summary: Extends the sunset effective February 28, 1998 to February 28, 2001; and the maximum
cumulative credit a taxpayer may claim is changed from $1 million to $2 miillion effective January
1, 1998.
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Rules Review Commission

Statutory Authority:
GENERAL FUND
FY 97-98
Recommended Budget $281,892

Legislative Changes
(1100) Administration

72 Other Expenses

Appropriate funds to support legal expenses resulting from $240,000 NR
the lawsuit.

Total Legislative Changes
$240,000 NR

Total Position Changes

Revised Budget $521,892 $273,441

Rules Review Commission
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Special Provisions:

1997 Session: Senate Bill 352
Department: Rules Review Commission

Section:
Title:  (No special provisions reported)

Summary:
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Secretary of State

Statutory Authority: General Statutes, Chapter 147

The Secretary of State is elected to a four-year term, and is a member of the Council of State, and the Local
Government Commission.

The duties of the office are delineated in the North Carolina Constitution and the General Statutes. These
responsibilities fall into the broad categories of maintaining public records and State documents, including
publication of the North Carolina Manual; services to commerce and industry (corporate filings, securities

registration, and administration of commercial law); and, appointing notaries public.

GENERAL FUND
FY 97-98 | FY98-99 |
Recommended Budget $5,243,012 $5,230,680
Legislative Changes
(0000) Departmentwide
73 New Computer System $80,000 R $80,000 R
Replaces old computer equipment with new local area $1,230,000 NR $0 NR
network, new imaging system, new relational database . 1.00 1.00
software. Funds include money for a project manager and
for computer consultants.
R R
Total Legislative Changes $80,000 $80,000
$1,230,000 NR $0 NR
Total Position Changes 1.00 1.00
Revised Budget $6,553,012 $5,310,680
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Special Provisions:

1997 Session: Senate Bill 352
Department: Secretary of State

Section: 24
Title: Information Resources Management Commission

Summary: Adds the Secretary of State and Controller to the membership of the
Information Resources Management Commission until June 30, 2001
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State Board of Elections

Statutory Authority: G.S. 163, Article 3

The State Board of Elections supervises primary and general elections held in North Carolina. The Board also
compiles, reviews, and audits campaign finance reports.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $1,052,787 $1,046,381

Legislative Changes
(0000) Departmentwide

74 Computerized Voter Registration System $500,000 R $1,080000 R
Funding to supplement the $5.0 million computer reserves
appropriated to design and implement the statewide voter
registration system. Additional funds may be required to
maintain the voter registration system in later years.

R R
Total Legislative Changes $500,000 $1,089,000
Total Position Changes
Revised Budget $1,552,787 $2,135,381
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Special Provisions:

1997 Session: Senate Bill 352
Department: State Board of Elections

Section: 31
Title:  statewide Data Elections Management System

Summary: This provision governs the development of rules and standards for the Computerized Voter
Registration System, governs the funding of the system, and requires reporting on the
implementation of the system to the Joint Legislative Commission on Governmental Operations.
Allows the State Board of Elections to promulgate temporary rules to have the system established
in time to meet the August 31, 1998 deadline.

Section: 31.1

Title:  Fiexibility in Voting Equipment Allocation

Summary: Eliminates current statute that prevents Mecklenburg County from using any criteria other than
voter registration in determining how to allocate voting machines among precincts. This statute
would allow Mecklenburg County to be treated the same way other North Carolina counties are.
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State Budget and Management

Statutory Authority: G.S. 143.1

This office authors the biennial budget, monitors federal funds, makes revenue and expenditure projections, and

evaluates agency operations for cost effectiveness.

Recommended Budget

Legislative Changes
(1022) 1997 Special Appropriations

75 Women's Memorial Funds
This is a State Donation to the Women in Military Service
for America Memorial Foundation, Inc., for the purpose of
creating a memorial to women veterans of the armed
services.

76 St. Mark's Capital Funds

Appropriates to St. Mark's, Incorporated, a nonprofit
corporation, a grant for building a new preschool facility
to serve children with developmental disabilities.

77 NC Humanities Council

Provides a grant to the North Carolina Humanities Councit,
a not-for-profit organization.

78 Fire Protection Grant Fund

Creates the State Fire Protection Grant Fund in the Office
of State Budget and Management. States the intention of
the General Assembly to make annual appropriations to this
fund of at least $3,080,000 from the General Fund,
$150,000 from the Highway Fund, and $970,000 from
University of North Carolina receipts. Requires the
Office of State Budget and Management to develop a
statewide method for distributing the monies in the fund
to local fire districts and political subdivisions to
compensate them for providing fire protection to State-
owned buildings and their contents [SB 352, Sec 23, p.411]

79 Reserve for Purchase of State Flags

(1310) Office of State Budget and Management

80 Property, Plant & Equipment

Department will save money by deferring purchase of new
items of equipment.

State Budget and Management

GENERAL FUND
FY 97-98 FY 98-99
$3,855,400 $3,938,220
$50,000 NR

$1,700,000 NR

$100,000 NR
$3,080,000 R $3,080,000 R
$50,000 NR
(332,372) R ($32,372) R
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81 Reduce Employee Costs ($5,010) R ($5,010) R

Reduce objects Employee Benefit Cost and Supplement to
Regular Wage. Department plans that this money will not
be needed due to savings accrued while vacancies exist.

82 New Position $50,000 R $50,000 R
Creates a new analyst position to assist in
analytical/administrative duties associated with 1.00 1.00
increasing workload in the Capital Improvements Section.

83 Reserve for Welfare Reform $1,189,127 R $3,900,000 R
Funds to be tranferred to responsible agencies to meet $3,886,075 NR

additional costs associated with welfare reform.
[SB 352, Sec 12.36, pp. 286-287]

L 4,281,74 R ,992, R

Total Legislative Changes s 5 36,992,618
$5,786,075 NR

Total Position Changes 1.00 1.00

Revised Budget $13,923,220 $10,930,838
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Special Provisions:

1997 Session: Senate Bill 352
Department: State Budget and Management

Section: 7

Title:  special Funds, Federal Funds, and Departmental Receipts/Authorization for Expenditures

Summary: Specifies certain conditions affecting expenditures out of cash balances, federal receipts, and
departmental receipts. Requires reporting of all projects or purposes for which non-state funds
are to be spent and which may impose a future obligation upon the State.

Section: 7.2

Title:  Contingency and Emergency Fund Allocations

Summary: Allocates appropriated funds to Contingency and Emergency accounts. Modifies conditions
affecting compensation to persons receiving a pardon of innocence.

Section: 7.8

Title:  Modifications to the Executive Budget Act

Summary: Amends G.S. 143-16.3 to allow expenditures for a purpose the General Assembly has considered
but not approved in cases where the expenditure does not involve a new or expanded purpose;
permits deviation after consultation with the Joint Legislation on Governmental Operations.

Set forth conditions under which over expenditures require prior consultation with the Joint
Legislative Commission on Governmental Operations; permits transfers among line items in
Governor and Lieutenant Governor offices.

Section: 7.13

Title:  Analysis of State Administrative Span of Government Control

Summary: Directs that span of control study authorized in 1995 Session be continued.

Section: 34.5

Title:  Expenditure of Funds from Reserve for Repairs and Renovations

Summary: Allocates formula funds from the Repair and Renovations Reserve; designates projects to be
funded from supplemental appropriation to the Repairs and Renovations Reserve.

Section: 34.9

Title:  capital Improvement Planning and Budgeting

Summary: Sets forth framework for new capital planning process, including comprehensive facilities
inventory, criteria for capital needs evaluation, six year needs inventory, and six year capital
improvement plan. Requires that plan be submitted to the General Assembly.
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State Controller

Statutory Authority: General Statutes, Chapter 143B, Article 9, Part 28

The State Controller is responsible for maintaining the State Accounting and Disbursing Systems, operating a
central payroll system, implementing cash management policies, and administering the State Information
Processing Services (SIPS). SIPS runs the State Computer Center and the State's telephone service.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $16,053,306 $16,056,630
Legislative Changes
(1000) Divisionwide

84 North Carolina Information Highway ($5,337,824) R ($5,337,824) R
Provide non-recurring support in FY 97-98 for 101 $5,337,824 NR
exisiting sites - 52 high schools; 30 Community Colleges,
including 1 data only site; two (2) campuses in the
University System; 17 State and local agencies; and new
sites. Additionally, appropriates to the Office of State
Controller funds for long distance services. Funding for
FY 98-99 to be considered in the 1998 Session.[SB 352, Sec
28, pp.416-417]

85 Additional Operating Budget Reductions
Reduce the following line items in FY 97-98: ($147,433) NR
(532821) Data Processing Services ($94,055)
(5369AA) NCIH ( 53,378)

86 532700 Travel/Subsistence ($13,100) R ($13,100) R
Reduce the following line items each fiscal year:
(532714) In-State transportation ($10,000)
(532724) In-State meals ($ 3,100)

($5,350,924) R ($5,350,924) R
$5,190,391 NR

Total Legislative Changes

Total Position Changes

Revised Budget $15,892,773 $10,705,706
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Special Provisions:

1997 Session: Senate Bill 352
Department: State Controller

Section: 7.9

Title:  Clean Water Trust Fund/Prioritize between Savings Reserve Account and Clean Water
Management Trust Fund

Summary: Establishes minimum allocation from year-end balance to Clean Water Management Trust Fund;
clarifies allocations to Savings Reserve Account and Repairs and Renovations Reserve Account.

Section: 28
Title:  North Carolina Information Highway

Summary: Continues boiler plate language related to minimum monthly charges. Additionally, allows OSC to
use the $224,000 in savings that accrued in FY 96-97 to fund new sites. In the interim OSC is
directed to consider new technologies and capabilities as a means of serving NCIH users on the
existing or upgraded ATM-SONET network, and to report findings to the General Assembly in the
1998 Session. Language continues quarterly reports to Governmental Operations Commission on
the costs related to operation of the NCIH. Additionally, directs the appropriations subcommittee in
interim meetings to adopt an alternative approach to State funding for FY 98-99, and does not limit
information the subcommittee may consider. [The NCIH is administered by State information
Processing Services (SIPS) which was transferred from the Office of State Controller to the
Department of Commerce per Chapter 148, 1997 Session Laws.]

Section: 28.1
Title:  Funds for Year 2000 Conversion of the State's Computer System

Summary: Directs OSC to include in its charges for data processing costs for conversion, and to develop
procedures for managing the conversion. OSC shall analyze the needs of state agencies and
determine the most cost effective means of achieving the conversion. Office of State Budget and
Management may use up to $25 million of projected FY 97-98 General Fund reversions to cover
costs in General Fund agencies. OSC shall report quarterly beginning October 1, 1997 to the
Governmental Operations Commission on the status of conversion and costs. [Conversion of the
State's Computer System is the responsibility of State Information Processing Services (SIPS)
which was transferred from the Office of State Controller to the Department of Commerce per
Chapter 148, 1997 Session Laws.]
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Treasurer

Statutory Authority: General Statutes, Chapter 143

The State Treasurer is elected to a four-year term. As an elected official, the Treasurer is a member of the
Council of State.

The Treasurer is responsible for investing all State funds. The Treasurer also manages debt incurred through
bond issues, receives and disburses all State funds, manages the trust funds responsible for providing State
and local employees their retirement benefits and pensions, and helps local governments improve their
accounting systems and supervises their issuance of bonds.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $18,432,034 $18,434,193

Legislative Changes
(0000) All Divisions

87 Rent for State-Owned Office Space $281,487 R $281,487 R

This appropriation will enable the Treasurer to pay rent
to the Department of Administration for State-owned office

space.
Expenditures: $836,230
Receipts: $554,743

Appropriations: $281,487
Non-Tax Revenue:  $281,487

(1110) General Administration

88 Strengthen Personnel Function $0 R $0 R
Funds a Personnel Officer | position in the department.
Recommended by the Governor. Expenditures of $44,558 in 1.00 1.00

1997-98 and $42,127 in 1998-99 would be covered by
increased receipts.

(1150) Information Systems

89 Maintenance of Automated Programs $0 R $0 R
Increased staffing to maintain automation in the
department. Recommended by the Governor. Expenditures of 5.00 5.00

$240,968 in 1997-98 and $230,264 in 1998-99 will be
covered by increased receipts.

(1210) Investment Management

90 Strengthen Investment Administration $74,889 R $56,065 R
Additional Portfolio Manager to handle increased volumes
of investments. Recommended by the Governor. These 1.00 1.00

appropriations from the General Fund would be offset by
increases in non-tax revenues.
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(1310) Local Government Operations

91 Improve Ability to Manage Debt Approval

Additional staff to respond to increased demands for
technical assistance. Recommended by the Governor. These
appropriations from the General Fund would be offset by
increases in non-tax revenues.

Total Legislative Changes

Total Position Changes

Revised Budget

Treasurer

$101,901

2.00

$458,277

9.00

$18,890,311

R

R

$101,023 R
2.00
$438,575 R
9.00
$18,872,768
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Special Provisions:

1997 Session: Senate Bill 352
Department: Treasurer

Section: 33.24
Title:  Retirement System Administrative Expenses To Comply With Supreme Court Decisions

Summary: Allows Retirement Operations to spend up to $500,000 in FY 1997-98 and $200,000 in 1998-99 to
comply with Supreme Court decisions on the Faulkenberry, Woodard, and Peel cases.
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Human Resources

Statutory Authority: Chapter 122A

The Department of Human Resources, established by the Reorganization Act of 1971, consolidated several
formerly independent departments and commissions into a single agency. These included Health Services,
Mental Health Services, Social Services, Services for the Deaf and the Blind, Vocational Rehabilitation Services
and Facility Services. In 1975, the Division of Youth Services was transferred from the Department of
Correction to Human Resources and, in 1978, the Division of Medical Assistance was created by an Executive
Order and given operational responsibility for the Medicaid program. In 1989, the General Assembly
consolidated environmental programs in various departments by creating a new Department of Environment,
Health, and Natural Resources. Environmental health and personal health programs in the Department of
Human Resources were transferred to this new department. The Department of Human Resources is the
second largest department in State government and the largest under the Governor's direct control.

Part XIA of Senate Bill 352 (1997 Appropriations Act) authorized the creation of a Department of Health and
Human Services. The new department will be established by renaming the Department of Human Resources
and transferring virtually all of the public health divisions from the Department of Environment, Health, and
Natural Resources to the Department of Health and Human Services. The functions and responsibilities of the
Division of Environmental Health, including on-site wastewater, public water supply and food, lodging and
institutional sanitation, will remain in the Department of Environment and Natural Resources (formerly the
Department of Environment, Health, and Natural Resources) pending a study by the Environmental Review
Commission.

GENERAL FUND
FY 97-98 FY 98-99
Recommended Budget $2,386,863,411 $2,542,119,295

Legislative Changes
( 1.00) Division of Medical Assistance

1 State Match for Alzheimer's Unit

Eliminates the state Medicaid match for the FY97/98 ($324,790) NR $0 NR
operating reserve due to construction delays.

2 Nursing Home Bed Adjustments ($1,058,611) R ($3,726,846) R

Adjusts the forecast for nursing home beds to reflect lag
time for the construction of new nursing home beds.

3 Drug Rebate Increase ($5,040,690) R ($5,811,868) R

Increases Drug Rebates because more revenue is anticipated
due to increased drug prices and increased effort by
Division of Medical Assistance to claim rebates.

4 DME Rent and Supply Rate Adjustment ($620,387) R ($629,024) R

Adjusts methodology used to establish durable medical
equipment rental rates by basing rates on useful life of
equipment and return on investment.
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$ Third Party Liability Cost Avoidance

Adjusts methodology for ensuring that payment by all other
responsible parties for services consumed by Medicaid
eligibles occurs before any payments are made by Medicaid.

6 Personal Care Services Criteria

Establishes more specific criteria for Personal Care
Services to ensure the appropriateness of care for
Medicaid eligibles who receive Personal Care Services.

7 Home Health Care Cost Avoidance

Ensures that Home Health Care services covered by Medicare
are paid by Medicare instead of Medicaid.

8 Reduce Inflationary Increases
Reduces Inflationary increases for providers by .30%.

9 Adjust 1996-97 Base Year for Actual Performance

Adjusts the 1996-97 base year to reflect actual
expenditures through 12/96 which indicates that the budget
is higher than projected expenditures. This adjustment
allows the projected budget for the 1997-99 biennium to be
reduced.

10 Medicaid Reduction Initiative

Reduces the growth in the Medicaid budget from 10.5% to 9%
by making additional reductions to program costs.

11 Eliminate Positions

Eliminates three positions: DMA Nurse |, DMA Service
Consultant, and Administrative Secretary I11.

12 Salary Reserve Reduction

13 Medicaid Disproportionate Share Revenue

Budget Disproportionate Share revenue as a departmental
receipt.

( 2.00) Office of the Secretary

14 Reduce SIPS Payments
Reduces SIPS payments due to the centralization of data
processing.

15 Salary Reserve Reduction
Division of Personnel.

16 Eliminate Positions

Eliminates funding which is being transferred to the
Governor's Office for the Senior Advisor for Children and
Families and one additional staff person.

Human Resources

($1,892,180)

($1,364,851)

($651,406)

($3,472,560)

($37,546,969)

$0

($46,747)

-3.00
($4,775)

($83,000,000)

($500,000)

($13,144)

($170,000)

-2.00

NR

(51,918,522) R

($1,383,852) R

($660,475) R

($3,875407) R

($14,424,443) R

($20,342,823) R

($46,747) R
-3.00
($4,775) R

($500,000) R

($13,144) R

($170,000) R

-2.00

Page H-2



17 Reduce State Aid to Community Action Agencies

Reduces State Aid to Community Action Agencies due to a
$2.6 million increase in federal funds.

( 3.00) Division of Mental Health

18 Reduce Utilities at State Facilities

Reduces the cost of utilities at state facilities to
reflect actual 1995-96 expenditures.

19 Reduce Willie M. Community Services

Reduces continuation budget increases for Willie M.
Community Services.

20 Reduce Overtime Expenditures at State Facilities

Reduces overtime and related fringes at the following
state facilities: Butner Adolescent Treatment Center,
Cherry Hospital, Dix Hospital, Umstead Hospital, Caswel |
Center, Murdoch Center, O'Berry Center, and Western
Carolina Center.

21 Salary Reserve Reduction

22 Reduce Thomas S Funds

Reduces excess Thomas S funding based on current spending
patterns.

23 Thomas S Reduction

Reduces funding for Thomas S by allowing the Department to
use existing departmental funds to meet court-mandated
caseload needs for FY97/98.

Reduces funding in FY98/99 in anticipation of decreases in
direct services due to implementation of cost containment
strategies.

24 Reduce Operating Reserve

Reduces the operating reserve for the Alzheimer's Unit in
Wilson due to construction delays; leaves $388,272 needed
to fund non-recurring start-up cost for FY97/98.

Deletes Medicaid receipts of $1,040,878.
( 4.00) Division of Social Services

25 Adolescent Parenting Program

Reduces state appropriations in anticipation of additional
Medicaid receipts for program administration.

26 Reduce Excess Appropriation in Reserve

Reduces excess state appropriations in reserve for data
processing.

Human Resources

(8413,822)

($1,099,373)

($500,000)

(33,547,533)

($49,692)

($1,690,926)

$0
($15,200,000)

($175,974)

($23,886)

($295,717)

NR

NR

($413,822)

($1,119,662)

($500,000)

($3,547,533)

($49,692)

($932,116)

($7,600,000)
$0

$0

($23,886)

($295,717)
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27 Increase State Return on Child Support Collections

Reduces appropriations by budgeting increased State return
on Child Support Collections.

28 Interest Earned on Child Support Collections

Reduces appropriations by budgeting interest on child
support collections.

29 Eliminate Positions

Eliminates three positions: Social Services Program
Administrator |1, Social Services Program Consultant |1,
and Income Maintenance Quality Assurance Analyst.

30 Salary Reserve Reduction

31 Reduce Case Management Funding

Reduces funding for Enhanced Adult Care Home case
management services due to under-utilization of services.

32 Reduce State/County Special Assistance

Reduces funding for State/County Special Assistance to
reflect more accurate estimate of expenditures.

{ 5.00) Division of Youth Services

33 No Rate Increase in Eckerd Camp Rates

Maintains Eckerd Wilderness Camp payment rate of $74.89
per day.

34 Increased Receipts in Detention Centers
Reduces state appropriations to reflect increased receipts

35 Reduce Operating Reserves

Reduces operating reserves for two detention centers due
to construction delays.

( 6.00) Division of Blind Services

36 Reduce Medical Eye Care Program

Reduces appropriations for the Medical Eye Care Program to
reflect more accurate estimate of program requirements.

37 Utility Adjustments for Governor Morehead School

Reduces state appropriations for utilities to reflect
projected expenditures.

38 Adjustment to Budgeted Salaries
Adjusts budgeted salaries to reflect actual expenditures.

39 Salary Reserve Reduction

Human Resources

($3,000,000)

($300,000)

($58,952)

-3.00

(320,957)

($500,000)

($1,000,000)

($501,215)

($178,063)

($673,938)

($47,538)

($72,483)

($7,568)

($6,208)

NR

($3,000,000) R
($300,000) R
($58,952) R

-3.00
($20,957) R
($500,000) R
($1,000,000) R
($501,215) R
(5178,063) R
$0 MR
($47,538) R
($72,483) R
($7,568) R
($6,208) R
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40 Eliminate State Funds for Position

Replaces state appropriations with Business Enterprise
funds to support one position.

( 7.00) Division of Facility Services

41 Eliminate Positions

Eliminates two positions and related support Applications
Programmer || and Processing Assistant V.

42 Reduce Health Care Personnel Registry

Reduces funding for the Health Care Personnel Registry due
to increased Medicaid receipts.

( 8.00) Division of Aging
43 Salary Reserve Reduction

( 9.00) Div. Services for Deaf/Hard of Hearing

44 Reduce Overtime Expenditures

Reduces overtime expenditures at the residential schools
for the deaf.

45 Salary Reserve and Longevity Reduction

(10.00) Division of Vocational Rehabilitation

46 Salary Reserve Reduction

(11.00) Division of Child Development

47 Reduce Excess Postage and Printing Costs
Eliminates excess funds for postage and printing resulting
from increased use of automation in the criminal records
check program.

(12.00) Division of Mental Health

48 Reserve for Grants-In-Aid for Substance Abuse
Provides grants-in-aid to be held in reserve for substance
abuse treatment programs. Allocation of the funds is
contingent upon the Secretary of DHR's evaluation of the
efficiency and effectiveness of various substance abuse
treatment programs.

Human Resources

($11,023) R
(348,692) R
-2.00
($80,000) R
($2,927) R
($73.984) R
($82,366) R
(361,439) R
(325.442) R

$1,250,000 NR

($11,023) R

($48692) R
-2.00
($80,000) R
(32,927) R
($73,984) R
($82,366) R
($61,439) R
($25,442) R
$0 MR
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49 Community Mental Health Expansion Funds
Provides additional funds as fol lows:

(1) Mental Health Services

Residential Services $610, 000
Deaf Mentally 111 125,000
Supportive Housing/Ind Living 631,667
Vocational Services 300,000
$1,666,667
(2) Developmental Disabilities
Vocational Services 500,000
Residential Subsidies 62,000
Traumatic Brain Injury 283,000
Supported Living Projects 273,000
Children's Services 245,000
Fami ly Support Regional Prog 170,000
Respite Services 64,000
Assistive Technology 36,666
Guardianship Services 33,000
$1,666,666
(3) Substance Abuse Services
Maternal SA Services 583,334
Services for Deaf/HH 250,000

Child & Adolescent Services 683,333

Family Program Services at

Black Mtn ADATC (5.1 FTE's) 150,000
$1,666,667

50 Broughton Hospital Funds

Provides $130,000 to complete installation of a CAT Scan

Machine.

51 Mental Health Services for County Jail Inmates
Provides funds to facilitate the provision of mental
health services to county jail inmates in their local
communities rather than state psychiatric hospitals.

52 Autism Operating Funds
Provides funds for the following:

(1) Autism Society of N.C., Inc; $ 89,000

(2) Vocational Training Program -
Job Placement for Adults Model in

Wake County; 325,000

(3) Vocational Training Program, an
international teacher's exchange

program; and 50,000

(4) One training position to serve
the Raleigh, Research Triangle

Park and Chapel Hill areas 40,000

53 Additional Staff and Equipment/Facility Funds
Adds the following staff: 1.0 Electrician 11, 1.0
Maintenance Mechanic 1V, 2.0 Painter, and 2.0 Health Care
Technician Supervisor positions, and provides funds for
critical equipment and facility improvement needs for the

Western Carolina Center.

Human Resources

$5,000,000

5.10

$130,000

$0

$504,000

$157,088

$250,000
6.00

R

NR

R

R

R
NR

$5,000,000 R
5.10

$0 NR

$250,000 R

$504,000 R

$157,088 R
6.00
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54 Autism Foundation Capital Funds

Provides funds for the Autism Society's of N.C., Inc. Camp
Royall capital project.

55 Tri-County Area Mental Health Realignment

Provides $1.2M in incentive funds and $250,000 in one-time
infrastructure funds for existing area mental health
programs/authorities to facilitate the realignment of the
three counties which currently comprise the Tri-County
Area Authority with existing area authorities.

56 Secure Forensic Treatment Program
Provides funds to create a secure, 72-bed forensic program
at Dorothea Dix Hospital to provide treatment to
individuals found mentally incompetent to stand trial or
found guilty by reason of insanity and considered at-risk
of escape and/or violent behavior.

57 Crisis Services Expansion

Provides additional funding to continue development of
local crisis services.

58 DHR Early Intervention Funds
Provides additional funds for the Early Intervention
Program for deaf and hard of hearing, visually-impaired,
and developmentally delayed children.

59 Atypical & Antipsychotic Medications
Provides additional funds for the purchase of atypical and
antipsychotic medications for schizophrenic clients served
by area mental health programs.

(13.00) Division of Social Services

60 Child Welfare System Improvements

Provides funds for new foster care and adoptions workers
in local departments of social services.

61 Child Caring Institutions

Provides additional funds to increase reimbursement rates
for certain foster care facilities.

62 Adult Day Care Funds

Provides funding for the expansion of the State Adult Day
Care Program. These funds are combined with a $1,655,750
allocation in Social Services Block Grant funds to provide
start-up grants for new adult day care programs;
conversion of adult day care to adult day health programs;
and to provide slots for new programs and in counties with
adult day care programs not currently receiving funding.

63 State Child Fatality Review Team
Provides for the creation of a new State Child Fatality
Review Team to conduct in-depth reviews of child deaths
involving chiidren and families which have previously been
involved with local departments of social services child
protective services.

Human Resources

$2,165,000

$1,450,000

$1,072,283

45.00

$1,000,000

$2,700,000

$500,000

$2,269,752

$2,000,000

$0

$159,000

2.00

NR

$0 NR
$1,200,000 R
$2,487,975 R
83.00
$1,000,000 R
$5,000,000 R
$500,000 R
$2,269,752 R
$2,000,000 R
$516,000 R
$163,000 R
2.00
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64 Adult Day Care Grant-in-Aid

Provides grant-in-aid to the L.|.F.E. Center, Inc. for an
adult day care center.

65 Adolescent Parenting Program

Provides funds for an evaluation of the program and adds
one additional position in 1998-99 for technical
assistance to local programs.

66 Additional Funds for Food Banks
Provides grants-in-aid to support the following:

A. (1) Albemarie Food Bank/Food Pantry, Inc.

$175,000

(2) MANNA Food Bank, Inc. $175,000;

(3) Food Bank of Northwest NC, Inc. $175,000;

(4) Cumberland Community Action/Cape Fear
Community Food Bank $175,000;

(5) Metrolina Food Bank, Inc. $175,000; and

(6) Food Bank, Inc. $175,000

Funds are allocated as follows: 90% to purchase
nutritious staple food items not received in sufficient
quantities and 10% to offset the costs of transportation,
handling, and distribution.

B. Albemarie Food Bank/Food Pantry, inc. -
provides $300,000 for capital improvements
to food storage facilities.

(14.00) Division of Facility Services

67 Poison Control Center

Provides operating funds for the Poison Control Center at
the Carolinas Medical Center.

(14.00) Office of the Secretary

68 Human Services Grants-in-Aid

Reserve for Grants-in-Aid to public and non-profit human
services organizations for programs that provide services
to older adults, adults with disabilities, at-risk
children and youth and families.

(15.00) Division of Aging

69 Grant-In-Aid to Floyd McKissick Center

Provides a grant-in-aid to the Floyd McKissick Center
located in Manson, N.C., to expand independent living
services for older adults.

70 Home and Community Based Services Expansion

Provides additional funding to reduce waiting lists for in-

home aid and caregiver support services to individuals
over 60 years old.

Human Resources

$75,000

$50,000

$1,350,000

$200,000

$4,000,000

$75,000

$5,000,000

NR
R $50,000 R
1.00
NR $0 NR
NR $0 NR
NR $0 NR
NR $0 NR
R $5,000,000 R
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71 Additional Positions

Provides funds for two additional positions and
replacement of lost federal funds. One position will
provide program development, training, and information
referral related to serving Alzheimer's patients and their
families. The second position will be responsible for
quality improvement, training, and technical assistance
for local in-home aid and caregiver support service
providers.

72 Senior Centers

Provides funding to support existing senior centers and to
assist in the development of new senior centers. '

(16.00) Division of Child Development

73 TEACH Program Expansion

Provides funding for the expansion of the Teacher
Education and Compensation Helps (TEACH) Program which
provides education and compensation incentives for child
care teachers.

74 Child Care Regulatory Services

Provides additional regulatory staff positions to reduce
caseloads and accommodate growth in number of regulated
child care programs.

75 Smart Start Expansion

Provides direct services funds for local partnerships,
including the 12 "Year 4" partnerships, and planning funds
for the remaining unfunded counties.

(17.00) Division of Vocational Rehabilitation

76 Independent Living Rehab. Program Expansion

Provides additional funding and staff to alleviate the
backlog of client needs at program offices statewide. Any
funds for the purpose of new positions, not expended in
1997-98 for these positions, may be used for one-time
service purchases for clients waiting for services.

(18.00) Division of Youth Services

77 Training School Positions

Funds two teacher positions, two staff psychologist
positions, and one recreational worker position to meet
priority needs at the Juvenile Evaluation Center.

78 Community-Based Alternatives Expansion

Provides funding to expand restitution programs statewide
and to strengthen existing restitution and community
services programs.

79 Support Our Students Expansion

Provides funding to expand the program to 12 new counties
and for limited expansion of existing programs.

Human Resources

$100,000 R

2.00

$1,000,000 NR

$422,000 R
$248,253 R
6.50

$21,408,625 R

$850,000 NR
$1,200,000 R
$500,000 NR
10.00
$200,000 R
5.00
$1,250,000 R
$1,000,000 R

$170930 R
2.00

$422,000 R

$268,192 R
6.50

$25,208,838 R

$0 NR
$1,200,000 R
$0 NR

10.00
$200,000 R

5.00
$2,500,000 R
$1,000,000 R
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80 Gatling Detention Center Expansion

Provides funding for construction and improvement to
Gatling Juvenile Detention Center to house female

juveni les.

Total Legislative Changes

Total Position Changes

Revised Budget

Human Resources

the $1,127,850 NR

($18,391,125) R ($16,911,436) R

($86,401,852) NR $0 NR
71.60 110.60
$2,282,070,434 $2,525,207,859
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Special Provisions:

1997 Session: Senate Bill 352

Department: Human Resources

Section: 11.0
Title:  Disposition of Disproportionate Share Receipt Clarification

Summary: Directs the Division of Medical Assistance to deposit federal funds it receives during FY1997-98,
known as Disproportionate Share Payments, as departmental receipts.

Section: 11.2
Title: Development of Reorganization Plan

Summary: Directs the Department of Health and Human Services to develop and implement a reorganization
plan, in consultation with the Joint Appropriations Subcommittee on Human Resources, using the
KPMG Peat Marwick LLP report to the General Assembly dated March 20, 1997,

Section: 11.3
Title:  Medical Records Copy Fees/Social Security Disability Claims

Summary: Re-writes G.S. 90-411 to set a graduated medical records copy fee including an increase in the
maximum medical records copy fee from fifty cents ($.50) to seventy-five cents ($.75) for the first
25 pages. The provision further amends the section to include claims for social security disability
and excludes requests made to the department's Disability Determination Services Section for
copies made on behalf of applicants for Social Security or Supplemental Security Income.

Section: 11.4

Title:  Receipts of Federal Funds for Emergency Assistance

Summary: Allows the Department to use up to 25% of Title IV-A Emergency Assistance funds, received as
reimbursement for retroactive claims, for critical needs. The remaining funds will be reserved for
appropriation by the General Assembly.

Section: 11.5
Title:  Standards of Health Care Quality and Access/State Children's Health Insurance Program

Summary: Directs the Secretary of DHR to develop standards for health care and a plan to implement the
new federal Children's Health Insurance. Both the standards and plan require the approval of the
General Assembly.

Section: 11.6

Title:  Procedure for Award of Human Services Grants

Summary: Directs the Secretary of DHR to develop a grant application process for the $4,000,000 available
in Human Services Grants for programs that provide services to older adults, adults with
disabilities, at-risk children, and youth and families.
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Section: 11.7

Title:  DHR Study of Provider Reimbursement Rates/Report

Summary: Requires the Department to conduct a study of its processes used to set reimbursements to
outside providers. An interim report is due to the joint Appropriations Subcommittee on Human
Resources February 1, 1998 and a final report is due February 1, 1999.

Section: 11.8

Title:  Transfer of Certain Funds Authorized

Summary: Authorizes the Director of the Budget to transfer funds for local services from one program to
another program, within the same agency or division, where they may be needed.

Section: 11.9

Title:  Medicaid Trust Fund/Shortfall

Summary: Allows DHR, upon certification by the Director of the Budget that all medical assistance funds
have been expended, to use up to $20,000,000 during FY97/98 to support Medicaid program
expenditures.

Section: 11.10

Title:  Medicaid Growth Reduction

Summary: Requires DHR to develop and implement a ' to reduce the growth
in the Medicaid Program to 8% by the year egories of recipients
and categories of services shall not be elim y approval. Requires

the Department to provide periodic progress reports; reports to the Chairs of the Appropriations
Subcommittee on Human Resources on any intended action to reduce costs prior to
implementation; and a final report due April 1, 1998.

Section: 11.11

Title:  Medicaid

Summary: Establishes eligibility requirements for recipients of Medicaid and AFDC. In addition, the provision
establishes allowable services payment rates to providers under the State's Medicaid program.

Section: 11.12

Title:  Non-Medicaid Reimbursement Changes

Summary: Provides for two exceptions to the requirement that providers of medical services under various
State programs be reimbursed at the Medicaid rates:

1 Contracts or agreements for medical services for non-Medicaid
patients and the purchases of medical equipment and other
medical supplies for non-Medicaid eligible patients.

2. Medical services provided to residents of State facilities.
In these two cases, reimbursement rates are at or as close as possible to Medicaid rates. The

provision also sets income eligibility standards for the Medical Eye Care Program, the Atypical
Antipsychotic Medication Program, and other non-Medicaid funded rehabilitation programs.
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Section: 11.13
Title:  DHR Employees as In-Kind Match

Summary: Allows the Office of Rural Health and Resource Development to serve as the State's match
requirement for establishing the State's health care cost containment strategies.

Section: 11.14
Title:  Fire Protection Revolving Loan Fund

Summary: Allows DHR and the Housing Finance Agency to use the proceeds from the Fund to provide staff
support in the administration of the Fire Protection Revolving Loan Fund.

Section: 11.15
Title: Medical Data Processing Funds

Summary: Transfers $150,000 from the Insurance Regulatory Fund to the Department of Human Resources
to certify statewide data processors to purchase, process and analyze data.

Section: 11.16
Title:  senior Center Outreach

Summary: Specifies how Senior Center Outreach funding may be used to enhance senior citizen center
programs, especially in underserved areas. When funds are used to start a new senior center,
the provision requires certain commitments from county commissioners.

Section: 11.17

Title:  Senior Center Funds

Summary: Requires the Department to allocate the $1 million appropriated for FY97/98 equally as
determined by the Division of Aging to support existing senior centers and to develop new
centers. Sets a limit of state funds not to exceed 90% of all funds expended for this purpose.

Section: 11.18

Title:  In-Home And Caregiver Support Funds

Summary: Designates that the $5,000,000 allocated to the Home and Community Care Block Grant be used
for home and community care services for older persons who are not eligible for Medicaid and
who are on the waiting list for services. Recipients are required to pay fees based on income in
accordance with G.S. 143B-181.1(a)(10).

Section: 11.19

Title:  Surrogate Consent for Health Care/Study

Summary: Directs the N.C. Study Commission on Aging to study and recommend a procedure for
determining which person(s) may make health care decisions for adults residing in health care
facilities and unable to make or communicate these decisions for themselves and for whom no
guardian, attorney or authorized health care agent exists. Requires the Commission to report to
the General Assembly, Regular Session 1998.
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Section: 11.20

Title:  Commission on Aging Study of Adult Care Home Monitoring

Summary: Requires the N.C. Commission on Aging to study the effectiveness and efficiency of state and
county monitoring and regulation of adult care homes and report its findings to the General
Assembly, Regular Session 1998.

Section: 11.21

Title:  Adult Care Homes Report

Summary: Requires the Department to report annually, beginning October 1, 1997, on the previous fiscal
year's activities with adult care homes including rate setting and financing, quality assurance and
enhancement of services, and evaluation of the financing of adult care homes and the Quality
Assurance Program.

Section: 11.22

Title:  Foster Care Assistance Payments

Summary: Maintains the monthly foster care assistance payments as established by the 1994 Session.

Section; 11.23

Title:  Authorized Additional Use of HIV Foster Care and Adoptive Family Funds

Summary: Established during the 1994 Session to set criteria for the additiénal subsidy for foster care and
adoptive children identified as HIV positive.

Section: 11.24

Title:  Adoption Assistance Payments

Summary: Maintains the graduated rate schedule implemented FY 1994/95 for adoptions assistance
payments.

Section: 11.25

Title:  child Protective Services

Summary: Directs the Department to allocate funding for CPS on the basis of a formula which takes into
consideration the number of CPS cases and social workers.

Section: 11.26

Title:  Food Stamp Electronic Benefits Transfer Funds Specification

Summary: Mandates that funding for the Electronic Benefits Transfer (EBT) Program remain in the
Controller's Office and authorizes the statewide implementation of the Food Stamp EBT Program.

Section: 11.27

Title:  Annual Report on Caring Program for Children, Inc.

Summary: Requires the Caring Program for Children, Inc. to report annually by May 1 to the General
Assembly on its program for providing health care insurance for children, including the number of
children served and the cost per child.
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Section: 11.28
Title:  Review of Automated Collection and Tracking System

Summary: Provides for quarterly reviews of the Automated Collection and Tracking System (ACTS) Project
by the Information Resource Management Commission.

Section: 11.29
Title:  Mixed Beverage Tax for Area Mental Health Programs

Summary: Directs DHR to allocate all funds received as a result of the mixed beverage tax (spirituous liquor
sold in ABC stores) to Area Mental Health Programs on a per capita basis for substance abuse
services.

Section: 11.30

Title:  Physician Services

Summary: Allows DHR, if funds are available and with State Budget approval, to pass along across-the-
board salary increases to physicians on contract to provide services to State institutions.

Section: 11.31

Title:  Clinical Social Worker Exemption

Summary: Extends the exemption of certain clinical social workers and repeals G.S. 90B-10(b)(3)a, effective
January 1, 1999.

Section: 11.32

Title:  Liability Insurance

Summary: Allows the Department (as well as the Department of Correction and the Department of
Environment, Health, and Natural Resources) to provide liability insurance for State employees
including physicians, dentists, and medical residents in training.

Section: 11.33

Title:  Private Agency Uniform Cost Finding Requirement

Summary: Allows DHR to ensure that a private agency or provider is not reimbursed twice for the same
service when contracting with two or more Area Mental Health Programs.

Section: 11.34

Title:  Carolina Alternatives

Summary: Allows the Department to proceed with expansion of Carolina Alternatives during FY 1997/98 and
requires the Office of State Budget and Management to report to the 1997 General Assembly by
May 1, 1998.
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Section: 11.35
Title:  willie M

Summary: Prohibits using any other source of funding for Willie M services (other than those for which class
members would be otherwise eligible, such as DPI services, State psychiatric hospital services,
etc.) and requires an annual report on the program.

Section: 11.36
Title:  Thomas S

Summary: Prohibits using any other source of funding for Thomas S services (other than those for which
class members would be otherwise eligible, such as State psychiatric hospitals) and prescribes
certain reporting requirements.

Section: 11.37

Title:  Thomas S. Funds/Cost Containment

Summary: Allows the Department of Human Resources to use up to $15.2 million from departmental funds
to pay for mental health services provided to class members. Requires DHR to work with Area
Mental Health Programs to develop and implement cost containment measures and to provide
progress reports on December 1, 1997 and May 1, 1998.

Section: 11.38

Title:  Thomas S. Lawsuit Compliance

Summary: Requires the Department of Justice and DHR to pursue all administrative and legal options to
resolve the lawsuit.

Section: 11.39

Title:  Tri-County Realignment Incentive Funds

Summary: Specifies how the $1.25 million (FY 97/98) and $1.2 million (FY 98/99) in incentive funds will be
allocated to Area Mental Health Authorities to facilitate the realignment of the three counties which
previously constituted the Tri-County Mental Health Authority.

Section: 11.40

Title:  special Alzheimer's Units

Summary: Restricts usage of the new Alzheimer's Unit in Wilson and the existing unit at Black Mountain to
clients who cannot be served by private facilities.

Section: 11.41

Title: Allocation of Mental Health, Developmental Disabilities, and Substance Abuse Services
Expansion Funds

Summary: Requires the Department of Human Resources to continue use of the Incentive Method of
allocating "catch-up" expansion funds to Area Mental Health Programs/Authorities.
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Section: 11.42
Title:  Substance Abuse Program Grants

Summary: Establishes a reserve for Substance Abuse Treatment Programs; requires the Secretary of DHR
to conduct a study of certain substance abuse treatment programs and allows the allocation of
these funds based upon the findings of the study; and, requires the Secretary to study the efficacy
of whether the state should subsidize the treatment of individuals covered by the Teachers' and
State Employees' Comprehensive Major Medical Plan.

Section: 11.43
Title:  Early Intervention Funding/Referral

Summary: Directs the Department, in consultation with the NC Interagency Coordinating Council, to develop
a plan to allocate the 1997-99 appropriation to best meet the needs of children waiting for early
intervention services. Also, directs development of procedures to ensure that Beginnings for
Parents of Hearing-Impaired Children, Inc. is notified of children newly identified with hearing loss.

Section: 11.44
Title:  Efficiency Study of State Psychiatric Hospitals

Summary: Requires the Department to contract with an independent consulting firm to conduct a study of the
management and operation of the state's four psychiatric hospitals. Requires the report to be
presented to the cochairs of the House and Senate Appropriations Subcommittees on Human
Resources by April 1, 1998. '

Section: 11.45
Title:  Butner Community Land Reservation

Summary: Requires the Department to reserve specified land, located in the community of Butner, for
community purposes. Requires the Department to transfer the specified land in the event of
incorporation of the Butner community.

Section: 11.46

Title: L egislative Study Commission on Mental Health, Developmental Disabilities, and Substance
Abuse Services

Summary: Amends G.S. 120-205 to increase the membership of the legislative study commission on mental
health related issues from 21 to 22 by adding a representative of the N.C. Hospital Association.

Section: 11.47

Title:  whitaker School Replacement Facility

Summary: Directs the Department to pursue replacement of the Whitaker School Facility located in Butner.
Directs the Department to report by May 1, 1998 on its findings regarding the cost effectiveness of
renovation of the current facility, new construction or renovation of an existing state building.
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Section: 11.48
Title:  Forensic Treatment Program

Summary: Directs the Commission for Mental Health, Developmental Disabilities, and Substance Abuse
Services, the regulatory body for the state, to adopt temporary rules to allow state mental health
facilities operating forensic units to lock patient rooms during normal rest and sleeping periods.

Section: 11.49
Title:  Study Downsizing of Mental Retardation Centers

Summary: Directs the Department to assess the impact of the state's policy of downsizing its five mental
retardation centers in various areas such as patient census, staffing, and community placements.
The results of the study are due to the House and Senate Appropriations Subcommittees on
Human Resources by March 2, 1998.

Section: 11.50
Title:  Mental Health Funds for Crisis Services

Summary: Allows the use of a portion of the $1 million in additional funds for crisis services to be used to
meet the short-term crisis needs for mentally retarded children as determined by the Division of
Mental Health. Requires the division to pursue the use of existing state resources, including the
state mental retardation centers to serve these children.

Section: 11.51

Title: Annual Evaluation of Wilderness Camp, Coach Mentor Training, and Governor's One-on-One
Programs

Summary: Requires the Department to conduct annual evaluations of the Eckerd Wilderness Camp, Coach
Mentor Training, and Governor's One-on-One programs.

Section: 11.52

Title:  DYS Training Schools/Student Evaluations

Summary: Directs the Department to take immediate steps to identify, and provide appropriate educational
services for, children with special needs in the training schools.

Section: 11.53

Title:  Community-Based Alternatives Participation

Summary: Requires counties to certify annually to the Department that Community-Based Alternatives
funding is not being used to duplicate or supplant other county programs.

Section: 11.54

Title: $.0.S. and Family Resource Center Grant Programs Administrative Cost Limits

Summary: Limits the administrative costs for the Support Our Students (S.0.S.) Program to $350,000 and
the Family Resource Center Program to $250,000 during 1997-99.
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Section: 11.55
Title:  Early Childhood Education and Development Initiatives Program

Summary: Directs the Department and the NC Partnership for Children, Inc. to continue to implement the
performance audit recommendations. Requires the NC Partnership to use 70% of all direct
services funds on child care-related activities. Also, authorizes the NC Partnership to increase a
local partnership's spending on child care subsidies from 30% to 50%, as needed.

Section: 11.56
Title:  Child Caring Institutions

Summary: Requires the Department to use the additional $2 million in state appropriations to increase the
reimbursement rate for certain child caring institutions. Prohibits counties from reducing
contributions as a result of the new appropriation.

Section: 11.57
Title:  Child Welfare System Improvements
Summary: Makes the following improvements in the child welfare system

1. Directs that the $2,269,752 in state appropriations be allocated to county departments of social
services for additional foster care and adoptions social worker positions.

2. Creates a State Child Fatality Review Team to conduct in-depth reviews of child deaths
involving children and families in the local child protective services system. Mandates
membership on the state team and delineates authority of the team. Requires the Division of
Social Services to provide quarterly reports on the activities of the team and a final report
including recommendations within one week of the convening of the General Assembly, Regular
Session 1998.

3. Amends G.S. 131D-10.6A to establish mandated pre- and post-service training for child
welfare social workers hired on or after January 1, 1998 by local departments of social services.

Section: 11.58
Title:  Limitations on State Abortion Fund

Summary: Maintains the same restrictions in the 1995 Session Laws which restricts the use of this fund and
limits expenditures to $50,000 for each year of the biennium.

Section: 11.59
Title:  Family Support/Deaf and Hard of Hearing Services Contract

Summary: Directs the Division of Services for the Deaf and Hard of Hearing to continue to contract with a
private, non-profit organization for Family Support services.

Section: 11.60
Title:  |mplement ABC's Plan for Residential Schools

Summary: Directs the State Board of Education to assist the Department in the implementation of the ABC's
plan in the Department'’s residential schools. Requires an interim report to the Legislative
Education Oversight Committee in October 1897 and a final report in April 1998.
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Section: 11.61
Title:  Division of Services for the Blind/Performance Audit
Summary: Directs the State Auditor to conduct a performance audit on the Division of Services for the Blind

Section: 11.62
Title:  Services for the Blind/Extended Service Provider Positions

Summary: Directs the Division of Services for the Blind to continue to use $250,000 to maintain existing
extended service provider positions at local, nonprofit supported employment programs.

Section: 11.63

Title:  Governor Morehead School/Textbook Funds

Summary: Directs the Department to transfer $12,408, no longer needed in the Special Assistance for the
Blind program, to fund textbooks and adaptive technology at the Governor Morehead School.

Section: 11.64

Title:  Reimbursement and Compensation of Members of the North Carolina Vocational
Rehabilitation Advisory Council, the Statewide Independent Living Council, and the
Commission for the Blind

Summary: Allows the Department to compensate Council or Commission members, who are unemployed or
who must forfeit wages to attend meetings, to receive the federally-authorized reimbursement
rate, which is higher than the state's allowance.

Section; 11.65

Title:  child Care Subsidies

Summary: Establish