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AN ACT TO IMPLEMENT THE RECOMMENDATIONS OF THE LEGISLATIVE 
RESEARCH COMMISSION'S STUDY COMMITTEE ON GROUP HOMES TO 
ADDRESS LICENSURE ISSUES AND THE NEEDS OF LOCAL SCHOOL 
ADMINISTRATIVE UNITS IN WHICH GROUP HOMES FOR CHILDREN ARE 
LOCATED. 

 
The General Assembly of North Carolina enacts: 

 
SECTION 1.(a)  Section 21.60(g) of S.L. 2001-424 reads as rewritten: 

"SECTION 21.60.(g)  The Department of Health and Human Services, in 
conjunction with the Department of Juvenile Justice and Delinquency Prevention, the 
Department of Public Instruction, and other affected agencies, shall report on the 
following Program information: 

(1) The number and other demographic information of children served. 
(2) The amount and source of funds expended to implement the Program. 
(3) Information regarding the number of children screened, specific 

placement of children including the placement of children in programs 
or facilities outside of the child's home county, and treatment needs of 
children served. 

(4) The average length of stay in residential treatment, transition, and 
return to home. 

(5) The number of children diverted from institutions or other out-of-home 
placements such as training schools and State psychiatric hospitals and 
a description of the services provided. 

(6) Recommendations on other areas of the Program that need to be 
improved. 

(7) Other information relevant to successful implementation of the 
Program. 

(8) A method of identifying and tracking children placed outside of the 
family unit in group homes or therapeutic foster care home settings." 

SECTION 1.(b)  The Department of Health and Human Services, in 
conjunction with the Department of Juvenile Justice and Delinquency Prevention, the 
Department of Public Instruction, and other affected agencies, shall submit a report on 
April 1, 2003, on the method of identifying and tracking children placed outside of the 
family unit in group homes or therapeutic foster care home settings to the House of 
Representatives Appropriations Subcommittee on Health and Human Services, the 
Senate Appropriations Committee on Health and Human Services, and the Fiscal 
Research Division. 

SECTION 2.  G.S. 115C-140.1(a) reads as rewritten: 
"(a) Notwithstanding the provisions of any other statute and without regard for the 

place of domicile of a parent or guardian, the cost of a free appropriate public education 
for a child with special needs who is placed in or assigned to a group home, foster home 
or other similar facility, pursuant to State and federal law, shall be borne by the local 
board of education in which the group home, foster home or other similar facility is 
located. However, the local school administrative unit in which a child is domiciled 
shall transfer to the local school administrative unit in which the institution is located an 
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amount equal to the actual local cost in excess of State and federal funding required to 
educate that child in the local school administrative unit for the fiscal year. Nothing in 
this section obligates any local board of education to bear any cost for the care and 
maintenance of a child with special needs in a group home, foster home or other similar 
facility." 

SECTION 3.  The State Board of Education shall provide for a local school 
administrative unit to request funds from the Group Homes Program for Children with 
Disabilities if a child assigned to that unit was not in that unit's April headcount for 
exceptional children for the previous school year, even if the local school administrative 
unit received Group Homes Program funds for that child for a portion of the preceding 
school year. 

SECTION 4.1.  G.S. 122C-23 is amended by adding a new subsection (e1) to 
read: 

"(e1) The Department shall not enroll any new provider for Medicaid Home or 
Community Based services or other Medicaid services, as defined in 42 C.F.R. 440.90, 
42 C.F.R. 440.130(d), and 42 C.F.R. 440.180, or issue a license for a new facility or a 
new service to any applicant meeting any of the following criteria: 

(1) Was the owner, principal, or affiliate of a licensable facility under 
Chapter 122C or Chapter 131D that had its license revoked until 60 
months after the date of the revocation. 

(2) Is the owner, principal, or affiliate of a licensable facility that was 
assessed a penalty for a Type A or Type B violation under Article 3 of 
this Chapter until 60 months after the date of the violation.  

(3) Is the owner, principal, or affiliate of a licensable facility that had its 
license summarily suspended or downgraded to provisional status as a 
result of violations under G.S. 122C-24.1(a) until 60 months after the 
date of reinstatement or restoration of the license. 

(4) Is the owner, principal, or affiliate of a licensable facility that had its 
license summarily suspended or downgraded to provisional status as a 
result of violations under Article 1A of Chapter 131D until 60 months 
after the date of reinstatement or restoration of the license." 

SECTION 4.2.  G.S. 122C-111 reads as rewritten: 
"§ 122C-111.  (Effective July 1, 2002) Administration. 

The Secretary shall administer and enforce the provisions of this Chapter and the 
rules of the Commission and shall operate State facilities. An area director or program 
director shall administer the programs of the area authority or county program, as 
applicable, and enforce applicable State laws, rules of the Commission, and rules of the 
Secretary. The Secretary in cooperation with area and county program directors and 
State facility directors shall provide for the coordination of public services between area 
authorities, county programs, and State facilities. The area authority or county program 
shall monitor the provision of mental health, developmental disability, and substance 
abuse services for compliance with the law, which monitoring shall not supercede or 
duplicate the regulatory authority or functions of agencies of the Department."  

SECTION 4.3.  G.S. 122C-115.2(b)(2) is amended by adding a new 
subdivision i. to read: 

"i. The resources available and needed within the catchment area 
to prevent out-of-community placements and shall include input 
from the community public agencies." 

SECTION 4.4.  G.S. 131D-10.3 is amended by adding a new subsection (h) 
to read: 

"(h) The Department shall not enroll any new provider for Medicaid Home or 
Community Based services or other Medicaid services, as defined in 42 C.F.R. 440.90, 
42 C.F.R. 440.130(d), and 42 C.F.R. 440.180, or issue a license for a new facility or a 
new service to any applicant meeting any of the following criteria: 
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(1) Was the owner, principal, or affiliate of a licensable facility under 
Chapter 122C or Chapter 131D that had its license revoked until 60 
months after the date of the revocation. 

(2) Is the owner, principal, or affiliate of a licensable facility that was 
assessed a penalty for a Type A or Type B violation under Article 3 of 
Chapter 122C until 60 months after the date of the violation.   

(3) Is the owner, principal, or affiliate of a licensable facility that had its 
license summarily suspended or downgraded to provisional status as a 
result of violations under G.S. 122C-24.1(a) until 60 months after the 
date of reinstatement or restoration of the license. 

(4) Is the owner, principal, or affiliate of a licensable facility that had its 
license summarily suspended or downgraded to provisional status as a 
result of violations under Article 1A of Chapter 131D until 60 months 
after the date of reinstatement or restoration of the license." 

SECTION 4.5.  G.S. 143B-139.1 reads as rewritten: 
"§ 143B-139.1.  Secretary of Health and Human Services to adopt rules applicable 

to local health and human services agencies. 
The Secretary of the Department of Health and Human Services may adopt rules 

applicable to local health and human services agencies for the purpose of program 
evaluation, fiscal audits, and collection of third-party payments. The Secretary may 
adopt and enforce rules governing: 

(1) The placement of individuals in licensable facilities located outside the 
individual's community and ability of the providers to return the 
individual to the individual's community as soon as possible without 
detriment to the individual or the community.    

(2) The monitoring of mental health, developmental disability, and 
substance abuse services. 

(3) The communication procedures between the area authority or county 
program, the local department of social services, the local education 
authority, and the criminal justice agency, if involved with the 
individual, regarding the placement of the individual outside the 
individual's community and the transfer of the individual's records in 
accordance with law. 

(4) The enrollment and revocation of enrollment of Medicaid providers 
who have been previously sanctioned by the Department and want to 
provide services under this Article." 

SECTION 4.6.  G.S. 150B-21.1 is amended by adding a new subsection 
(a10) to read: 

"(a10) Notwithstanding the provisions of subsection (a) of this section, the 
Department of Health and Human Services may adopt temporary rules concerning the 
placement of individuals in facilities licensed under Article 2 of Chapter 122C of the 
General Statutes and the enrollment of providers of services to such individuals in the 
Medicaid program. After having the proposed temporary rule published in the North 
Carolina Register and at least 30 days prior to adopting a temporary rule pursuant to this 
subsection, the Department shall: 

(1) Notify persons on its mailing list maintained pursuant to G.S. 
150B-21.2(d) and any other interested parties of its intent to adopt a 
temporary rule. 

(2) Accept oral and written comments on the proposed temporary rule.  
(3) Hold at least one public hearing on the proposed temporary rule. 

When the Department adopts a temporary rule pursuant to this subsection, the 
Department shall submit a reference to this subsection as the Department's statement of 
need to the Codifier of Rules. 
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Notwithstanding any other provision of this Chapter, the Codifier of Rules shall 
publish in the North Carolina Register a proposed temporary rule received from the 
Department in accordance with this subsection." 

SECTION 4.7.  G.S. 7B-505 reads as rewritten: 
"§ 7B-505.  Place of nonsecure custody. 

A juvenile meeting the criteria set out in G.S. 7B-503 may be placed in nonsecure 
custody with the department of social services or a person designated in the order for 
temporary residential placement in: 

(1) A licensed foster home or a home otherwise authorized by law to 
provide such care; or 

(2) A facility operated by the department of social services; or 
(3) Any other home or facility, including a relative's home approved by 

the court and designated in the order. 
In placing a juvenile in nonsecure custody under this section, the court shall first 

consider whether a relative of the juvenile is willing and able to provide proper care and 
supervision of the juvenile in a safe home. If the court finds that the relative is willing 
and able to provide proper care and supervision in a safe home, then the court shall 
order placement of the juvenile with the relative unless the court finds that placement 
with the relative would be contrary to the best interests of the juvenile. In placing a 
juvenile in nonsecure custody under this section, the court shall also consider whether it 
is in the juvenile's best interest to remain in the juvenile's community of residence. In 
placing a juvenile in nonsecure custody under this section, the court shall consider the 
Indian Child Welfare Act, Pub. L. No. 95-608, 25 U.S.C. §§ 1901, et seq., as amended, 
and the Howard M. Metzenbaum Multiethnic Placement Act of 1994, Pub. L. No. 
103-382, 108 Stat. 4056, as amended, as they may apply. Placement of a juvenile with a 
relative outside of this State must be in accordance with the Interstate Compact on the 
Placement of Children, Article 38 of this Chapter." 

SECTION 4.8.  G.S. 7B-903(a)(2)c. reads as rewritten: 
"c. Place the juvenile in the custody of the department of social 

services in the county of the juvenile's residence, or in the case 
of a juvenile who has legal residence outside the State, in the 
physical custody of the department of social services in the 
county where the juvenile is found so that agency may return 
the juvenile to the responsible authorities in the juvenile's home 
state. The director may, unless otherwise ordered by the court, 
arrange for, provide, or consent to, needed routine or 
emergency medical or surgical care or treatment. In the case 
where the parent is unknown, unavailable, or unable to act on 
behalf of the juvenile, the director may, unless otherwise 
ordered by the court, arrange for, provide, or consent to any 
psychiatric, psychological, educational, or other remedial 
evaluations or treatment for the juvenile placed by a court or the 
court's designee in the custody or physical custody of a county 
department of social services under the authority of this or any 
other Chapter of the General Statutes. Prior to exercising this 
authority, the director shall make reasonable efforts to obtain 
consent from a parent or guardian of the affected juvenile. If the 
director cannot obtain such consent, the director shall promptly 
notify the parent or guardian that care or treatment has been 
provided and shall give the parent frequent status reports on the 
circumstances of the juvenile. Upon request of a parent or 
guardian of the affected juvenile, the results or records of the 
aforementioned evaluations, findings, or treatment shall be 
made available to such parent or guardian by the director unless 
prohibited by G.S. 122C-53(d). If a juvenile is removed from 
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the home and placed in custody or placement responsibility of a 
county department of social services, the director shall not 
allow unsupervised visitation with, or return physical custody of 
the juvenile to, the parent, guardian, custodian, or caretaker 
without a hearing at which the court finds that the juvenile will 
receive proper care and supervision in a safe home. 

  In placing a juvenile in out-of-home care under this section, 
the court shall first consider whether a relative of the juvenile is 
willing and able to provide proper care and supervision of the 
juvenile in a safe home. If the court finds that the relative is 
willing and able to provide proper care and supervision in a safe 
home, then the court shall order placement of the juvenile with 
the relative unless the court finds that the placement is contrary 
to the best interests of the juvenile. In placing a juvenile in out-
of-home care under this section, the court shall also consider 
whether it is in the juvenile's best interest to remain in the 
juvenile's community of residence. Placement of a juvenile with 
a relative outside of this State must be in accordance with the 
Interstate Compact on the Placement of Children." 

SECTION 4.9.  G.S. 7B-2502(a) reads as rewritten: 
"(a) In any case, the court may order that the juvenile be examined by a physician, 

psychiatrist, psychologist, or other qualified expert as may be needed for the court to 
determine the needs of the juvenile. In the case of a juvenile adjudicated delinquent for 
committing an offense that involves the possession, use, sale, or delivery of alcohol or a 
controlled substance, the court shall require the juvenile to be tested for the use of 
controlled substances or alcohol within 30 days of the adjudication. In the case of any 
juvenile adjudicated delinquent, the court may, if it deems it necessary, require the 
juvenile to be tested for the use of controlled substances or alcohol. The results of these 
initial tests conducted pursuant to this subsection shall be used for evaluation and 
treatment purposes only. In placing a juvenile in out-of-home care under this section, 
the court shall also consider whether it is in the juvenile's best interest to remain in the 
juvenile's community of residence." 

SECTION 4.10.  G.S. 7B-2503 reads as rewritten: 
"§ 7B-2503.  Dispositional alternatives for undisciplined juveniles. 

The following alternatives for disposition shall be available to the court exercising 
jurisdiction over a juvenile who has been adjudicated undisciplined. In placing a 
juvenile in out-of-home care under this section, the court shall also consider whether it 
is in the juvenile's best interest to remain in the juvenile's community of residence. The 
court may combine any of the applicable alternatives when the court finds it to be in the 
best interests of the juvenile: 

(1) In the case of any juvenile who needs more adequate care or 
supervision or who needs placement, the judge may: 
a. Require that the juvenile be supervised in the juvenile's own 

home by a department of social services in the juvenile's county 
of residence, a juvenile court counselor, or other personnel as 
may be available to the court, subject to conditions applicable to 
the parent, guardian, or custodian or the juvenile as the judge 
may specify; or 

b. Place the juvenile in the custody of a parent, guardian, 
custodian, relative, private agency offering placement services, 
or some other suitable person; or 

c. Place the juvenile in the custody of a department of social 
services in the county of the juvenile's residence, or in the case 
of a juvenile who has legal residence outside the State, in the 
physical custody of a department of social services in the 
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county where the juvenile is found so that agency may return 
the juvenile to the responsible authorities in the juvenile's home 
state. An order placing a juvenile in the custody or placement 
responsibility of a county department of social services shall 
contain a finding that the juvenile's continuation in the 
juvenile's own home would be contrary to the juvenile's best 
interest. This placement shall be reviewed in accordance with 
G.S. 7B-906. The director may, unless otherwise ordered by the 
judge, arrange for, provide, or consent to, needed routine or 
emergency medical or surgical care or treatment. In the case 
where the parent is unknown, unavailable, or unable to act on 
behalf of the juvenile or juveniles, the director may, unless 
otherwise ordered by the judge, arrange for, provide or consent 
to any psychiatric, psychological, educational, or other remedial 
evaluations or treatment for the juvenile placed by a judge or 
the judge's designee in the custody or physical custody of a 
county department of social services under the authority of this 
or any other Chapter of the General Statutes. Prior to exercising 
this authority, the director shall make reasonable efforts to 
obtain consent from a parent, guardian, or custodian of the 
affected juvenile. If the director cannot obtain consent, the 
director shall promptly notify the parent, guardian, or custodian 
that care or treatment has been provided and shall give the 
parent, guardian, or custodian frequent status reports on the 
circumstances of the juvenile. Upon request of a parent, 
guardian, or custodian of the affected juvenile, the results or 
records of the aforementioned evaluations, findings, or 
treatment shall be made available to the parent, guardian, or 
custodian by the director unless prohibited by G.S. 122C-53(d). 

(2) Place the juvenile under the protective supervision of a juvenile court 
counselor for a period of up to three months, with an extension of an 
additional three months in the discretion of the court. 

(3) Excuse the juvenile from compliance with the compulsory school 
attendance law when the court finds that suitable alternative plans can 
be arranged by the family through other community resources for one 
of the following: 
a. An education related to the needs or abilities of the juvenile 

including vocational education or special education; 
b. A suitable plan of supervision or placement; or 
c. Some other plan that the court finds to be in the best interests of 

the juvenile." 
SECTION 4.11.  The Department of Health and Human Services shall report 

to the Joint Legislative Oversight Committee on Mental Health, Developmental 
Disabilities, and Substance Abuse Services and to the Senate Health and Human 
Services Appropriations Subcommittee and the House of Representatives 
Appropriations Subcommittee on Health and Human Services by June 1, 2003, 
regarding the business plan information required by G.S. 122C-115.2(b), as amended by 
Section 4.3 of this act. 
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SECTION 5.  Section 1 of this act becomes effective January 1, 2003. 
Sections 2 and 3 of this act become effective July 1, 2003.  The remainder of this act is 
effective when it becomes law.  Section 4.6 of this act expires on October 1, 2004.   

In the General Assembly read three times and ratified this the 3rd day of 
October, 2002. 
 
 
 
 
 _____________________________________ 
   Marc Basnight 
  President Pro Tempore of the Senate 
 
 
 
 
 _____________________________________ 
   James B. Black 
  Speaker of the House of Representatives 
 
 
 
 
 _____________________________________ 
   Michael F. Easley 
  Governor 
 
 
Approved __________.m. this ______________ day of ___________________, 2002 


