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GENERAL ASSEMBLY OF NORTH CAROLINA
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SENATE BILL 622
Appropriations/Base Budget Committee Substitute Adopted 5/3/05
Pensions & Retirement and Aging Committee Substitute Adopted 5/3/05
Fourth Edition Engrossed 5/5/05

Short Title: 2005 Appropriations Act. (Public)

Sponsors:

Referred to:

March 17, 2005

ABILL TO BEENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATIONS FOR CURRENT
OPERATIONS OF STATE DEPARTMENTS, INSTITUTIONS, AND
AGENCIES, AND FOR OTHER PURPOSES.

The General Assembly of North Carolina enacts:
PART I. INTRODUCTION AND TITLE OF ACT

Requested by: Senators Garrou, Dalton, Hagan
INTRODUCTION

SECTION 1.1. The appropriations made in this act are for maximum
amounts necessary to provide the services and accomplish the purposes described in the
budget in accordance with the Executive Budget Act. Savings shall be effected where
the total amounts appropriated are not required to perform these services and
accomplish these purposes and the savings shall revert to the appropriate fund at the end
of each fiscal year, except as otherwise provided by law.

Requested by: Senators Garrou, Dalton, Hagan
TITLE OF ACT

SECTION 1.2. This act shall be known as the "Current Operations and
Capital Improvements Appropriations Act of 2005."

PART Il. CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes
as enumerated, are made for the biennium ending June 30, 2007, according to the
following schedule:

Current Operations — General Fund 2005-2006 2006-2007
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EDUCATION
Community Colleges System Office

Department of Public Instruction

University of North Carolina — Board of Governors

Appalachian State University
East Carolina University
Academic Affairs
Health Affairs
Elizabeth City State University
Fayetteville State Universit?/
North Carolina Agricultural and
Technical State University
North Carolina Central University
North Carolina School of the Arts
North Carolina State University
Academic Affairs
Agricultural Extension
Agricultural Research
University of North Carolina at Asheville

University of North Carolina at Chapel Hill

Academic Affairs

Health Affairs

Area Health Education Centers
University of North Carolina at Charlotte

University of North Carolina at Greensboro
University of North Carolina at Pembroke
University of North Carolina at Wilmington

Western Carolina University
Winston-Salem State University
General Administration
University Institutional Programs
Related Educational Programs

North Carolina School of Science and Mathematics

UNC Hospitals at Chapel Hill
Total University of North Carolina —
Board of Governors

HEALTH AND HUMAN SERVICES

Department of Health and Human Services
Office of the Secretary
Division of Agin
Division of Blind Services/Deaf/HH
Division of Child Development
Division of Education Services
Division of Facility Services
Division of Medical Assistance
Division of Mental Health
NC Health Choice
Division of Public Health
Division of Social Services
Division of VVocation Rehabilitation
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$ 792,784,715
6,686,828,445

97,985,189

163,117,460
45,936,835
27,836,223
42,457,022

76,760,995
58,670,213
19,903,778

298,649,068
35,806,488
45,270,285
28,616,607

212,811,809
163,536,496
44,519,506
125,946,379
112,494,664
40,978,831
74,233,617
71,221,796
48,827,490
47,357,834
24,285,466
112,128,293
13,840,377
39,231,482

2,072,424,203

114,180,919
29,495,139
9,636,797
264,750,017
33,852,267
16,045,403
2,461,281,279
600,373,655
76,706,650
139,796,232
185,339,061
41,755,526

$ 746,844,357
6,706,732,097

98,017,482

165,825,346
45,899,318
27,945,857
42,888,221

77,033,079
58,651,761
19,887,953

303,604,023
35,806,688
45,549,731
29,645,303

221,386,937
165,717,793
44,519,506
132,426,616
113,358,313
41,646,390
76,212,723
71,938,286
48,923,209
47,356,334
28,270,466
113,991,033
13,840,377
39,231,482

2,109,574,227

130,744,045
29,495,139
9,681,220
267,356,799
34,281,895
17,795,105
2,606,201,525
602,298,655
97,511,380
141,314,496
186,973,442
42,142,193

Senate Bill 622-Fourth Edition
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Total Health and Human Services
NATURAL AND ECONOMIC RESOURCES

Department of Agriculture and Consumer Services

Department of Commerce
Commerce
Commerce State-Aid
NC Biotechnology Center
Rural Economic Development Center

Department of Environment and Natural Resources

Department of Labor

JUSTICE AND PUBLIC SAFETY
Department of Correction

Department of Crime Control and Public Safety

Judicial Department _
Judicial Department — Indigent Defense

Department of Justice

Department of Juvenile Justice and
Delinquency Prevention

GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
Department of Cultural Resources
Cultural Resources
Roanoke Island Commission
State Board of Elections
General Assembly
Office of the Governor
Office of the Governor
Office of State Budget and Management:
OSBM - Reserve for Special Appropriations
Housing Finance Agency
Department of Insurance

Senate Bill 622-Fourth Edition

$ 3,973,212,945

49,829,113

44,407,935
11,222,085
12,083,395
24,802,607

171,187,401
14,154,785

$ 1,023,193,451

33,509,206

338,914,267
90,879,188

76,555,200

135,174,503

62,419,016
2,987,410
10,850,737
10,043,268
63,541,449
1,783,374
5,067,543
42,984,588
5,324,590
5,019,735

4,430,000
5,750,945

$ 4,165,795,894

49,456,901

36,759,201
11,222,085
10,583,395
24,802,607

163,712,105
14,169,511

$ 1,041,825,169

33,899,206

341,627,255
85,879,188

77,190,756

135,774,503

58,783,228
2,969,712
10,840,918
10,044,511
61,950,582
1,783,374
5,069,307
46,965,432
5,344,528
5,021,795

4,180,000
4,750,945
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Insurance

Insurance — VVolunteer Safety Workers'
Compensation

Office of Lieutenant Governor
Department of Revenue
Department of Secretary of State
Department of State Treasurer
State Treasurer _ _
State Treasurer — Retirement for Fire and Rescue
Squad Workers
TRANSPORTATION

Department of Transportation

28,088,214
2,500,000
754,737
78,238,895
8,657,943

8,690,595
8,551,457

RESERVES, ADJUSTMENTS AND DEBT SERVICE

Reserve for Compensation Increases
Salary Adjustment Fund: 2005-2007 Biennium
Salary Adjustment Fund: 2004-2005 Fiscal Year

Reserve for Teachers' and State Employees'
Retirement Contribution

Reserve for Retirement System Payback
Reserve for Death Benefit Trust
Reserve for Disability Income Plan
Reserve for State Health Plan
Contingency and Emergency Fund

Reserve for Information Technology
Rate Adjustments

Information Technology Fund

MH/DD/SAS Trust Fund

Health and Wellness Trust Fund

Reserve for Job Development Investment Grants (JDIG)
Reserve for Healthy NC

Reserve for Increased Fuel Costs

Page 4

192,876,000
4,500,000
4,500,000

14,617,000
25,000,000
12,899,200
6,586,500
117,300,000
5,000,000

(2,300,000)

24,375,000
5,000,000

10,000,000
8,000,000
2,000,000
3,000,000

28,110,582
4,500,000
753,037
77,858,775
8,638,857

8,295,843
8,551,457

499,876,000
4,500,000
4,500,000

14,617,000
0
12,899,200
6,586,500
156,500,000
5,000,000

(2,300,000)
8,025,000
0

0
12,400,000
0

0

Senate Bill 622-Fourth Edition
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Debt Service _
General Debt Service
Federal Reimbursement

TOTAL CURRENT OPERATIONS -
GENERAL FUND

Requested by:

Senators Garrou, Dalton, Hagan
GENERAL FUND AVAILABILITY STATEMENT

489,544,211
1,616,380

619,291,140
1,616,380

$16,831,362,231 $ 17,453,772,560

SECTION 2.2.(a) The General Fund availability used in developing the

2005-2007 biennial budget is shown below:

Unappropriated Balance Remaining
from Previous Year
Projected Over Collections FY 2004-2005
Projected Reversions FY 2004-2005
Less Earmarkings of Year End Credit Balance
Savings Reserve Account
Repairs and Renovations
Beginning Unreserved Credit Balance

Revenues Based on Existing Tax Structure

Nontax Revenues

Investment Income

Judicial Fees

Disproportionate Share

Insurance

Other Nontax Revenues

Highway Trust Fund/Use Tax Reimbursement
Transfer

Highway Fund Transfer
Subtotal Nontax Revenues

Total General Fund Availability

Adjustments to Availabilit?;: 2005 Session
Streamlined Sales Tax Changes
Maintain 4.5% Sales Tax Rate
Other Sales Tax Changes
Apply Sales Tax to Service Contracts and
Warranties
Apply Sales Tax to Candy
Exempt Potting Soil for Farmers
Tobacco Tax Rate Changes
Reduce Highest Marginal Individual

Income Tax Rate to 7.75% Over Two Years

Continue Use Tax Line on Individual Returns
Conform Estate Tax to Federal Sunset
Reduce Corporate Income Tax Rate
Corporate Tax "Throwout" Rule

Film Industry Jobs Incentives

IRC Update — Partial Conformance

Increase Earmarking for NC Grape Growers Council

Senate Bill 622-Fourth Edition

0
428,400,000
75,000,008

(125,850,000

(50,000,000

$ 327,550,000
$ 15,250,100,000 $ 15,903,000,000

75,300,000
142,200,000
100,000,000

56,600,000
150,400,000

252,558,117
16,200,000
793,258,117

72,200,000

413,400,000

9,100,000
11,000,000

FY 2005-2006

(200,000)

201,300,000

20,100,000
3.200,000
30,700,008
9,800,000
4.800,000
8,000,000
(150,000

%

FY 2006-2007

$ 240,751,821

OO OOOo

$ 240,751,821

78,500,000
147,900,000
100,000,000

58,800,000
161,800,000

252,663,009
16,200,000
815,863,009

$ 16,370,908,117 $ 16,966,585,499

87,800,000
458,700,000

16,800,000
15,800,000
(300,000)
229,900,000

24,600,000
3.200,000
121,600,008
10,300,000
(4,800,000
(10,700,000
(150,000
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Justice and Public Safety Fees 20,428,271 20,428,271

Transfer from Tobacco Trust Fund 34,000,000 30,000,000

Transfers from Special Revenue and Other Funds 8,953,950 0
Reimburse Debt Service for Certain Capital Facilities

and Land Acquisition per SL 2004-179 5,958,723 21,060,827
Adjust Transfer from Insurance Regulatory Fund 256,513 243,813
Adjust Transfer from Treasurer's Office 68,478 67,478

Subtotal Adjustments to Availability:

2005 Session $ 827,315,935 $ 1,024,550,389
Revised General Fund Availability $17,198,224,052 $17,984,165,219
Less: General Fund Appropriations

SB 622 (2005 Appropriations Act ) (16,857,472,231) (17,453,772,560)

G.S. 143-15.3B: Clean Water Management

Trust Fund o (100,000,000)  (100,000,000)
Total General Fund Appropriations 2005-2007

Biennium ($16,957,472,231)($17,553,772,560)

Unappropriated Balance Remaining $ 240,751,821  $ 430,392,659

SECTION 2.2.(b) Notwithstanding G.S. 143-16.4(a2), of the funds credited
to the Tobacco Trust Account from the Master Settlement Agreement pursuant to
Section 6(2) of S.L. 1999-2 during the 2005-2007 fiscal biennium, the sum of
thirty-four million dollars ($34,000,000) for the 2005-2006 fiscal year and the sum of
thirty million dollars ($30,000,000) for the 2006-2007 fiscal year shall be transferred
from the Department of Agriculture and Consumer Services, Budget Code 23703
(Tobacco Trust Fund) to the State Controller to be deposited in Nontax Budget Code
19978 (Intrastate Transfers) to support General Fund appropriations for the 2005-2006
and 2006-2007 fiscal years. _ _

’ SECTION 2.2.(c) G.S. 143-15.3 is amended by adding a new subsection to
read:

"(a2) The transfer of funds to the Savings Reserve Account in accordance with this
section or any other provision of law is not an "appropriation made by law", as that
phrase is used in Article V, Section 7(1) of the North Carolina Constitution."

This subsection becomes effective June 30, 2005.

SECTION 2.2.(d) Notwithstanding G.S. 143-15.2 and G.S. 143-15.3A, the
State Controller shall transfer fifty million dollars ($50,000,000) from the unreserved
credit balance to the Repairs and Renovations Reserve Account on June 30, 2005.
Funds transferred under this section to the Repairs and Renovations Reserve Account
are appropriated for the 2005-2006 fiscal year to be used in accordance with
G.S. 143-15.3A. This subsection becomes effective June 30, 2005.

SECTION 2.2.(e) When the Highway Trust Fund was created in 1989, the
revenue from the sales tax on motor vehicles was transferred from the General Fund to
the Highway Trust Fund. To offset this loss of revenue from the General Fund, the
Highway Trust Fund was required to transfer one hundred seventy million dollars
§$170,000,000) to the General Fund each year, an amount equal to the revenue in 1989

rom the sales tax on motor vehicles. This transfer did not, however, make the General

Fund whole after the transfer of the sales tax revenue because no provision has been
made to adjust the amount for the increased volume of transactions and increased
vehicle prices. The additional eighty million dollars ($80,000,000) transferred from the
Highway Trust Fund to the General Fund by this act Is an effort to recover a portion of
the sales tax revenues that would have gone to the General Fund over the last 16 years.

Page 6 Senate Bill 622-Fourth Edition
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SECTION 2.2. o(lf) Notwithstanding G.S. 105-187.9(b)(1), the sum to be
transferred under that subdivision for the 2005-2006 fiscal year and for the 2006-2007
fiscal year is two hundred fifty million dollars ($250,000,000).

SECTION 2.2.(g) Section 2.2(g) of S.L. 2002-126 is repealed.

SECTION 2.2. ?h) Notwithstanding any other provision of law to the
contrary, effective July 1, 2005, cash balances remaining in special funds on June 30,
2005, s all be transferred to the State Controller to be deﬁosned in Nontax Budget Code
19978 (Intrastate Transfers) according to the schedule that follows. These funds shall
be used to support General Fund appropriations for the 2005-2006 fiscal year.

Fund _ Amount Transferred
Department of Environment and Natural Resources _
Budget Code 24300, Fund Code 2338 (DAQ-Inspections

and Maintenance — Air Pollution) $ 300,000
Budget Code 24300, Fund Code 2106 (DEH — Sleep Products) 200,000
Budget Code 24300, Fund Code 2735 (DLR — Sedimentation Fees) 200,000
Budget Code 24306, Fund Code 2127 (DWQ - Clean-Up Dry

Cleaning Solvent) 3,000,000

Budget Code 24300, Fund Code 2130 (DWQ — Well Construction Fund) 100,000
Budget Code 24300, Fund Code 2335 (DWQ — Lab Certification Fees) 100,000

Budget Code 24300, Fund Code 2341 (DWQ — Water Permits) 500,000
Budget Code 64306, Fund Code 6341 (DWQ — WW Treatment

Maintenance and Repair) 100,000
Budget Code 24304, Fund Code 2982 (DWQ — Riparian Buffer

Restoration) 2,000,000

Department of Commerce _
Budget Code 24600, Fund Code 2711 (Industrial Development Fund) 500,000

Department of Corrections
Budget Code 24502, (Inmate Canteen/Welfare Fund) 440,000

Judicial Department
Budget Code 22005, Fund Code 2263 (Worthless Check Fund) 100,000

Department of Administration
Budget Code 24160, Fund Code 2000 (NC Flex) 913,950

SECTION 2.2.(i) The transfer of cash from Department of Correction,
Budget Code 74500, Fund Code 7100 (Prison Enterprises) to Nontax Budget Code
19978 (Intrastate Transfers) shall be increased by five hundred thousand dollars
($500,000), effective July 1, 2005, for the 2005-2006 fiscal year.

PART Ill. CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

Requested by: Senators Jenkins, Garrou, Dalton, Hagan
CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1. ﬁpropriations from the State Highway Fund for the
maintenance and operation of the Department of Transportation and for other purposes
as enumerated, are made for the biennium ending June 30, 2007, according to the
following schedule:

Current Operations — Highway Fund 2005-2006 2006-2007
Department of Transportation

Senate Bill 622-Fourth Edition Page 7
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Administration $ 93,888,317 $ 95,100,980
Division of Highways
Administration 30,621,612 30,632,164
Construction 140,470,000 143,080,000
Maintenance 715,895,029 665,722,211
Planning and Research 4,280,000 4,280,000
OSHA Program 425,000 425,000
Ferry Operations 21,264,811 21,264,811
State Aid
Municipalities 93,370,000 95,980,000
Public Transportation 66,466,447 89,866,447
Railroads 16,531,153 15,531,153
Governor's Highway Safety 293,118 293,118
Division of Motor Vehicles 95,447,914 95,268,137
Other State Agencies 237,392,745 230,530,729
Reserves and Transfers 20,428,052 36,438,052
TOTAL $1,536,774,198 $1,524,412,802

Requested by:

Senators Jenkins, Garrou, Dalton, Hagan
HIGHWAY FUND AVAILABILITY STATEMENT

SECTION 3.2. The Highway Fund availability used in developing the

2005-2007 biennial budget is shown below:
Highway Fund Availability Statement

Beginning Credit Balance
Estimated Revenue
Estimated Reversions

Total Highway Fund Availability

2005-2006

$ 1,631,640,000

$ 1,631,640,000

PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

Requested by:

Senators Jenkins, Garrou, Dalton, Hagan
HIGHWAY TRUST FUND APPROPRIATIONS

2006-2007

$ 1.661,240,000

$ 1,661,240,000

_ SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes
as enumerated, are made for the biennium ending June 30, 2007 according to the

following schedule:

Current Operations — Highway Trust Fund

Intrastate System

Urban Loops

Aid to Municipalities
Secondary Roads
Program Administration

Page 8

2005-2006

$469,925,196

190,018,179
49,306,114
86,596,114
41,156,280

2006-2007

$486,590,730

196,757,026
51,054,717
89,274,717
42,259,800

Senate Bill 622-Fourth Edition
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Transfer to General Fund 252,558,117 252,663,009
GRAND TOTAL CURRENT OPERATIONS
AND EXPANSION $1,089,560,000 $1,118,600,000

PART V. BLOCK GRANTS
Requested by: Senators Purcell, Malone, Garrou, Dalton, Hagan
DHHS BLOCK GRANTS o
SECTION 5.1.(a) Appropriations from federal block grant funds are made
for the fiscal year ending June 30, 2006, according to the following schedule:
COMMUNITY SERVICES BLOCK GRANT
01. Community Action Agencies $ 15,071,666
02.  Limited Purpose Agencies 837,315
03.  Department of Health and Human Services
to administer and monitor
the activities of the
Community Services Block Grant 837,315
TOTAL COMMUNITY SERVICES BLOCK GRANT $ 16,746,296
SOCIAL SERVICES BLOCK GRANT

01.  County departments of social services $ 28,868,189
(Transfer from TANF — $4,500,000)

02.  Allocation for in-home services provided
by county departments of

social services 2,101,113
03.  Adult day care services 2,155,301
04.  Child Protective Services/CPS Investigative

Services/Child Medical Evaluation Program 238,321
05.  Foster Care Services — CCIS 1,500,000
06.  Division of Aging and Adult Services — Home and Community

Care Block Grant 1,834,077
07. UNC-CH CARES Program for training and

consultation services 247,920
08.  Mental Health Services Program 422,003

09.  Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services — Developmentally Disabled
Services Program 5,000,000

10.  Division of Mental Health, Developmental Disabilities,
and Substance Abuse Services 3,234,601

Senate Bill 622-Fourth Edition Page 9
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11.

12.

13.

14,
15.

16.

17.

18.

19.

20.

21,

22,

Division of Services for the Blind — Independent
Living Program

Division of Vocational Rehabilitation Services —
Easter Seals Society/UCP

Office of the Secretary — Office of Economic
Opdportunity for N.C. Senior Citizens'
Federation for outreach services to
low-income elderly persons

Child Care Subsidies

Division of Facility Services —
Adult Care Licensure Program

Division of Facility Services —
Mental Health Licensure

State administration

Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services —
Administration

Division of Facility Services

Office of the Secretary — NC Interagency Council
for Coordinating Homeless Programs

Department of Administration _ _
for the N.C. State Commission of Indian Affairs
In-Home Services Program for the Elderly

Transfer to Preventative Health Services Block
Grant for HIV/AIDS education, counseling, and
testing

TOTAL SOCIAL SERVICES BLOCK GRANT
LOW-INCOME ENERGY BLOCK GRANT

01.
02.
03.

Page 10

Energy Assistance Programs
Crisis Intervention

Administration

County DSS

Division of Social Services

Division of Mental Health, Developmental

Disabilities, and Substance Abuse
Services $

Local Residential Energy Efficiency
Service Providers

$1,930,734
$ 300,000

$ 353,820
Senate Bill 622-Fourth Edition

3,182,987

188,263

41,302
3,356,063

411,897
205,668
1,706,017
18,098

37,204

250,000

203,198

145,819
$ 55,348,041

$ 13,208,740
9,592,387
3,186,258
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04.
05.

06.

Office of the Secretary $ 594,558

Weatherization Program

Department of Administration —
N.C. State Commission of Indian Affairs

Heating Air Repair and Replacement Program

TOTAL LOW-INCOME ENERGY BLOCK GRANT
MENTAL HEALTH SERVICES BLOCK GRANT

01.

02.

03.

04.

Provision of community-based
services for severe and persistently
mentally ill adults

Provision of community-based
services to children

Comprehensive Treatment Services
Program for Children

Administration

TOTAL MENTAL HEALTH SERVICES BLOCK GRANT

SUBSTANCE ABUSE PREVENTION
AND TREATMENT BLOCK GRANT

01.

02.

03.

04.

05.

06.
07.

08.

Provision of community-based

alcohol and drug abuse services,
tuberculosis services, and services
provided by the Alcohol and Drug Abuse
Treatment Centers

Continuation of services for
pregnant women and women

with dependent children
Continuation of servicesto

IV drug abusers and others at risk
for HIV diseases

Child Substance Abuse Prevention

Provision of services to children
and adolescents

Juvenile Services — Family Focus

Allocation to the Division of Public Health
for HIV/STD Risk Reduction Projects

Allocation to the Division of Public Health

Senate Bill 622-Fourth Edition

4,343,072

54,840
2,025,687
$ 32,410,984

$ 6,983,202

3,921,991

1,500,000
568,911
$ 12,974,104

$ 20,441,082

8,069,524

4,816,378
5,835,701

4,940,500
851,156

383,980
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09.

10.

for HIV/STD Prevention by County Health
Departments

Allocation to the Division of Public Health
for the Maternal and Child Health Hotline

Administration

TOTAL SUBSTANCE ABUSE PREVENTION
AND TREATMENT BLOCK GRANT

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

01.
02.
03.
04.

TOTAL CHILD CARE AND DEVELOPMENT FUND

Child care subsidies
Quality and availability initiatives
Administrative expenses

Transfer from TANF Block Grant for
child care subsidies

BLOCK GRANT

TEMPORARY ASSISTANCE TO NEEDY FAMILIES

(TANF) BLOCK GRANT

01.
02.
03.

04.

05.

06.

07.

08.

09.

10.

11.
Page 12

Work First Cash Assistance
Work First County Block Grants

Child Protective Services —
Child Welfare Workers for local DSS

Support Our Students — Department of
Juvenile Justice and Delinquency
Prevention

Family Violence Prevention

Work First — After-School Services for
At-Risk Children

Division of Social Services —
Administration

Office of the Secretary —
Administration

Child Welfare Training
Boys and Girls Clubs

Work Central Career Advancement Center

209,576

37,779
2,596,307

$ 48,181,983

$158,708,393

33,059,644
7,163,654

81,292,880

$280,224,571

$107,794,365
94,653,315

12,452,391

2,749,642

1,200,000

2,249,642

356,291

60,249
2,550,000
1,000,000

550,000
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12.
13.
14.

15.
16.
17.
18.
19.

20.

TOTAL TEMPORARY ASSISTANCE TO NEEDY FAMILIES

Special Children's Adoption Fund
Maternity Homes

After-School Programs for At-Risk Youth in
Middle Schools

Teen Pregnancy Prevention Initiatives
Subsidized Child Care Program

TANF Automation Projects

NC FAST Implementation

Transfer to the Child Care and
Development Fund Block Grant

for child care subsidies

Transfer to Social Services Block Grant for

County Departments of Social Services for
Children's Services

(TANF) BLOCK GRANT
MATERNAL AND CHILD HEALTH BLOCK GRANT

01.

02.
03.
04.
05.
06.

07.
08.
09.
10.
11.

12.

Healthy Mothers/Healthy Children
Block Grants to Aid-to-County

Children's Health Services Aid-to-County
Healthy Beginnings Aid-to-County
Maternal Health Aid-to-County
Children's Health Services

Office of Women's Health and
Maternal Health Activities

State Center for Health Statistics

Local Technical Assistance & Training
Injury and Violence Prevention

Office of Minority Health

Special Supplemental Nutrition Program
for Women, Infants and Children (WIC)

Immunization Program — Vaccine Distribution

Senate Bill 622-Fourth Edition

3,000,000
838,000

500,000
2,500,000
36,601,205
592,500
1,447,640

81,292,880

4,500,000

$356,888,120

9,359,236
7,364,216
404,559
397,761
2,878,883

114,063
28,874
46,866

149,438
99,352

25,713
819,997
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13.  Administration 518,137
TOTAL MATERNAL AND CHILD
HEALTH BLOCK GRANT $ 22,207,095
PREVENTIVE HEALTH SERVICES BLOCK GRANT

01.  Statewide Health Promotion Programs $3,637,771

02.  Rape Crisis/Victims' Services
Program — Council for Women 197,112

03. Transfer from Social Services
Block Grant — HIVV/AIDS education,

counseling, and testing 145,819
04.  Adolescent Pregnancy Prevention Coalition of NC 150,000
05.  Administration and Program Support 121,271
06.  Osteoporosis Task Force Operating Costs 150,000

TOTAL PREVENTIVE HEALTH SERVICES BLOCK GRANT $4,401,973

GENERAL PROVISIONS

SECTION 5.1.(b) Information to Be Included in Block Grant Plans. — The
Department of Health and Human Services shall submit a separate plan for each Block
fGrI?nt received and administered by the Department, and each plan shall include the
ollowing:

(1) A delineation of the proposed allocations by program or activity,

including State and federal match requirements.

(2) A delineation of the proposed State and local administrative

expenditures.

(3)  An identification of all new positions to be established through the

Block Grant, including permanent, temporary, and time-limited
positions.

(4) A comparison of the proposed allocations by program or activity with
two prior years' program and activity budgets and two prior years'
actual program or activity expenditures. o

éS; A projection of current year expenditures by program or activity.
6 A projection of federal Block Grant funds available, including unspent
federal funds from the current and prior fiscal years.

SECTION 5.1.(c) Changes in Federal Fund Availability. — If the Congress
of the United States reduces or increases the federal fund availability for any of the
Block Grants administered by the Department of Health and Human Services from the
amounts appropriated in this section, the Department shall allocate the increase or
decrease proportionally across the program and activity a}ppropriations identified for
that Block Grant in this section. In allocating a decrease in federal fund availability, the
Department shall not eliminate the funding for aOProgram or activity appropriated in this
section. In allocating an increase in federal fund availability, the Department shall not
propose funding for new programs or activities not appropriated in this section or
Increase administrative expenditures.

Prior to allocating the change in federal fund availability, the proposed
allocation must be approved by the Office of State Budget and Management. If the
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Department adjusts the allocation of any Block Grant due to changes in federal fund
availability, then a report shall be made to the Joint Legislative Committee on
Governmental Operations, 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 5.1.(d) All changes to the budgeted allocations to the Block
Grants administered by the Department of Health and Human Services that are not
specifically addressed In this section shall be approved by the Office of State Budget
and Management, and a report shall be submitted to the Joint Legislative Commission
on Governmental Operations for review prior to implementing the changes. All changes
to the budgeted allocations to the Block Grant shall be reported immediately 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 5.1.(e) The Department of Health and Human Services shall
develop a monitoring and oversight plan for all recipients, both {Jublic and private, and
subrecipients of the federal Block Grant funding. The plan shall be modeled after the
Department's performance contracting initiative and include the following:

1 Performance standards for recipients.

2 Financial audit standards for non-State entities equivalent to the
]Eeqléirements in G.S. 143-6.1 for non-State entities receiving State
unds.

3 Means for collecting performance data from recipients.

4 Any other information necessary for monitoring and overseeing the
use of Block Grant funding.

The Department shall provide the plan to the Fiscal Research Division by January 1,

2006.

SECTION 5.1.(f) The Department of Health and Human Services shall
report 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 on positions funded from federal Block Grants. The
report shall include the following for each Block Grant:

(1) All State positions currently funded through the Block Grant,

including permanent, temporary, and time-limited positions.
2 Budgeted salary and fringe benefits for each Tposition.
3 Identify the percentage of Block Grant funds used to fund each
position.
The report shall be submitted no later than December 1, 2005.
SOCIAL SERVICES BLOCK GRANT

SECTION 5.1.(g) Social Services Block Grant funds appropriated to the
North Carolina Inter-Agency Council for Coordinating Homeless Program are exempt
from the provisions of 10A NCAC 71R.0201(3).

LOW-INCOME HOME ENERGY ASSISTANCE PROGRAM

SECTION 5.1.(h) Additional emergency contingency funds received may
be allocated for Ener%y Assistance Payments or Crisis Intervention Payments without
prior consultation with the Joint Legislative Commission on Governmental Operations.
Additional funds received shall be reported to the Joint Legislative Commission on
Governmental Operations and the Fiscal Research Division upon notification of the
award. The Department of Health and Human Services shall not allocate funds for any
activities, including increasing administration, other than assistance payments, without
prior consultation with the Joint Legislative Commission on Governmental Operations.
MENTAL HEALTH BLOCK GRANT

SECTION 5.1.(i) The sum of one million five hundred thousand dollars
($1,500,000) appropriated In this section in the Mental Health Block Grant to the
Department of Health and Human Services, Division of Mental Health, Developmental
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Disabilities, and Substance Abuse Services, for the 2005-2006 fiscal year, and the sum
of four hundred twenty-two thousand three dollars ($422,003) appropriated in this
section in the Social Services Block Grant to the Department of Health and Human
Services, Division of Social Services, for the 2005-2006 fiscal year shall be used to
continue a Comprehensive Treatment Services Program for Children in accordance with
Section 10.25 of this act.

SECTION 5.1.(j) The Department of Health and Human Services shall
contract with the University of North Carolina at Chapel Hill for the purpose of
providing psycholo?y student stipends in the amount of fifty thousand dollars ($50,000)
for the 2005-2006 fiscal year. Twenty-five thousand dollars ($25,000) of this contract
shall be paid from the Mental Health Block Grant.

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

SECTION 5.1.(k) The sum of four hundred thousand dollars ($400,000)
appropriated in this section to the Department of Health and Human Services in the
Child Care and Development Fund Block Grant shall be used for the operations of the
Medical Child Care Pilot.

SECTION 5.1.1I) Payment for subsidized child care services provided with
federal TANF funds shall comply with all regulations and policies issued by the
Division of Child Development and School Readiness for the subsidized child care
program.

SECTION 5.1.(m) If funds appropriated through the Child Care and
Development Fund Block Grant for any program cannot be o Ii%ated or spent in that
program within the obligation or liquidation periods allowed by the federal grants, the
Department may move funds to child care subsidies, unless otherwise prohibited by
federal requirements of the grant, in order to use the federal funds fully.
TEI(\/IPOR,)ARY ASSISTANCE FOR NEEDY FAMILIES BLOCK GRANT

TANF

SECTION 5.1.(n) The sum of four hundred sixteen thousand five hundred
forty dollars ($416,540) appropriated in this section in the TANF Block Grant to the
Department of Health and Human Services, Division of Social Services, for the
2005-2006 fiscal year shall be used to support administration of TANF-funded
programs.

SECTION 5.1.(0) The sum of two million seven hundred forty-nine
thousand six hundred forty-two dollars §$2,749,642 appropriated in this section in the
TANF Block Grant to the Department of Health and Human Services and transferred to
the Department of Juvenile Justice and Delinquency Prevention for the 2005-2006 fiscal
year shall be used to support the existing Support Our Students Program and to expand
the Program statewide, focusing on low-income communities in unserved areas. These
funds shall not be used for administration of the Pro?ram.

SECTION 5.1.(p) The sum of one million two hundred thousand dollars
($1,200,000) appropriated under this section in the TANF Block Grant to the
Department of Health and Human Services, Division of Social Services, for the
2005-2006 fiscal year shall be used to provide domestic violence services to Work First
recipients. These funds shall be used to provide domestic violence counseling, support,
and other direct services to clients. These funds shall not be used to establish new
domestic violence shelters or to facilitate lobbying efforts. The Division of Social
Services may use up to seventy-five thousand dollars ($75,000) in TANF funds to
support one administrative position within the Division of Social Services to implement
this subsection.

Each county department of social services and the local domestic violence
shelter program serving the county shall jointly develop a plan for utilizing these funds.
The plan shall include the services to be provided and the manner in which the services
shall be delivered. The county plan shall be signed by the county social services director
or the director's designee and the domestic violence program director or the director's
designee and submitted to the Division of Social Services by December 1, 2005. The
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Division of Social Services, in consultation with the Council for Women, shall review
the county plans and shall provide consultation and technical assistance to the
departments of social services and local domestic violence shelter programs, if needed.

The Division of Social Services shall allocate these funds to count
departments of social services according to the following formula: (i) each county shall
receive a base allocation of five thousand dollars é$5,000); and (ii) each county shall
receive an allocation of the remaining funds based on the county's proportion of the
statewide total of the Work First caseload as of July 1, 2005, and the county's proportion
of the statewide total of the individuals receiving domestic violence services from
programs funded by the Council for Women as of July 1, 2005. The Division of Social
Services may reallocate unspent funds to counties that submit a written request for
additional funds.

The Department of Health and Human Services shall report on the uses of
these funds no later than March 1, 2006, 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 5.1.(g) The sum of two million two hundred forty-nine thousand
six hundred forty-two dollars ($2,249,642) appropriated in this section in the TANF
Block Grant to the Department of Health and Human Services, Division of Social
Services, shall be used to expand after-school programs and services for at-risk children.
The Department shall develop and implement a grant program to award grants to
community-based programs that demonstrate the ability to reach children at risk of teen
pregnancy and school dropout. The Department shall award grants to community-based
organizations that demonstrate the ability to develop and implement linkages with local
departments of social services, area mental health programs, schools, and other human
services programs in order to provide support services and assistance to the child and
family. These funds may be used to fund one position within the Division of Social
Services to coordinate at-risk after-school programs and shall not be used for other State
administration. The Department shall report no later than March 1, 2006, on its progress
in complying with this section to the House of Representatives Appropriations
Subcommittee on Health and Human Services, the Senate Committee on Health and
Human Services, and the Fiscal Research Division.

SECTION 5.1.(r) The sum of twelve million four hundred fifty-two
thousand three hundred ninety-one dollars ($12,452,391) appropriated in this section to
the Department of Health and Human Services, Division of Social Services, in the
TANF Block Grant for the 2005-2006 fiscal year for Child Welfare Improvements, shall
be allocated to the county departments of social services for hiring or contracting staff
to investigate and provide services in Child Protective Services cases; to provide foster
care and support services; to recruit, train, license, and support prospective foster and
adoptive families; and to provide interstate and post-adoption services for eligible

families.

SECTION 5.1.(s) The sum of two million five hundred fifty thousand
dollars ($2,550,000) appropriated in this section in the TANF Block Grant to the
Department of Health and Human Services, Division of Social Services, for fiscal year
2005-2006 shall be used to support various child welfare training projects as follows:
élg Provide a regional training center in southeastern North Carolina.

2 Support the Masters Degree in Social Work/Baccalaureate Degree in
Social Work Collaborative.

3 Provide training for residential child care facilities.

4 Provide for various other child welfare training initiatives.

SECTION 5.1.(t) The sum of eight hundred thirty-eight thousand dollars
($838,000) appropriated in this section in the TANF Block Grant to the Department of
Health and Human Services shall be used to purchase services at maternity homes
throughout the State.
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SECTION 5.1.(u) The sum of three million dollars $$3,000,000)
appropriated in this section in the TANF Block Grant to the Department of Health and
Human Services, Special Children Adoption Fund, for the 2005-2006 fiscal year shall
be used to implement this subsection. The Division of Social Services, in consultation
with the North Carolina Association of County Directors of Social Services and
representatives of licensed private adoption agencies, shall develop guidelines for the
awarding of funds to licensed public and O,orivate adoption agencies upon the adoption of
children described in G.S. 108A-50 and in foster care. Payments received from the
Special Children Adoption Fund by participating agencies shall be used exclusively to
enhance the adoption services program. No local match shall be required as a condition
for receipt of these funds.

SECTION 5.1.(v) The sum of one million five hundred thousand dollars
($1,500,000) appropriated in this section in the TANF Block Grant and transferred to
the Social Services Block Grant to the Department of Health and Human Services,
Division of Social Services, for child caring agencies for the 2005-2006 fiscal year shall
be allocated to the State Private Child Caring Agencies Fund.

SECTION 5.1.(w) The sum of one million dollars ($1,000,000) appropriated
in this section to the Department of Health and Human Services in the TANF Block
Grant for Boys and Girls Clubs shall be used to make grants for approved programs.
The Department of Health and Human Services, in accordance with federal regulations
for the use of TANF Block Grant funds, shall administer a grant program to award
funds to the Boys and Girls Clubs across the State in order to implement programs that
improve the motivation, performance, and self-esteem of youths and to implement other
initiatives that would be expected to reduce school dropout and teen pregnancy rates.
The Department shall encourage and facilitate collaboration between the Boys and Girls
Clubs and Support Our Students, Communities in Schools, and similar programs to
submit joint applications for the funds if appropriate.

SECTION 5.1.(x) The sum of five hundred fifty thousand dollars ($550,000)
appropriated in this section to the Department of Health and Human Services in the
TANF Block Grant shall be transferred to Work Central, Inc. Work Central, Inc. shall
report on the number of Feople served and the services received as a result of the receipt
of funds. The report shall contain expenditure data, including the amount of funds used
for administration and direct training. The report shall also include the number of people
who have been emﬁlo%/ed as a direct result of services provided by Work Central, Inc.,
including the length of employment in the new position. The Department of Health and
Human Services shall evaluate the program and ensure that services provided are not
duplicative of local employment security commissions in the nine counties served by
Work Central, Inc. The evaluation report shall be submitted 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 no later than May 1, 2006.

SECTION 5.1.(y) The sum of one million four hundred forty-seven
thousand six hundred forty dollars ($1,447,640) in this section appropriated to the
Department of Health and Human Services in the TANF Block Grant shall be used to
implement the component of N.C. FAST that specifically deals with the creation and
implementation of a statewide automated child welfare information system. The
statewide system shall be implemented in compliance with federal regulations in order
to avoid any potential payback of funds due to noncompliance. The Department of
Health and Human Services shall report on its compliance with this subsection 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 no later than January 1, 2006.

SECTION 5.1.(z) The sum of five hundred thousand dollars ($500,000)
appropriated in this section to the Department of Health and Human Services, Division
of Social Services, in the TANF Block Grant shall be used to expand after-school
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programs for at-risk children attending middle school. The Department shall develop
and implement a grant program to award funds to community-based programs
demonstrating the capacity to reach children at risk of teen pregnancy and school
dropout. These funds shall not be used for training or administration at the State level.
All' funds shall be distributed to community-based programs, focusing on those
communities where similarfprograms do not exist in middle schools. The Department
shall report 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 on its progress in complying with this
subsection no later than May 1, 2006.

MATERNAL AND CHILD HEALTH BLOCK GRANT

SECTION 5.1.(aa) If federal funds are received under the Maternal and
Child Health Block Grant for abstinence education, pursuant to section 912 of Public
Law 104-193 (42 U.S.C. § 710), for the 2005-2006 fiscal year, then those funds shall be
transferred to the State Board of Education to be administered by the Department of
Public Instruction. The Department of Public Instruction shall use the funds to establish
an Abstinence Until Marriage Education Program and shall delegate to one or more
persons the responsibility of implementing the program and G.S. 115C-81(e1)(4). The
Department of Public Instruction shall carefully and strictly follow federal guidelines in
implementing and administering the abstinence education grant funds.

SECTION 5.1.ﬁbb) The Department of Health and Human Services shall
ensure that there will be follow-up testing in the Newborn Screening Program.

SECTION 5.1.(cc) Of the funds budgeted in the Maternal and Child Health
Block Grant, three million two hundred fifty thousand dollars ($3,250,000) shall be
used for a school nurse funding initiative for the 2005-2006 fiscal year. The Department
of Health and Human Services, Division of Public Health, in conjunction with the
Department of Public Instruction, shall provide funds to communities to hire school
nurses. The program will fund approximately 65 time-limited nurses. The criteria shall
include determining the areas in the greatest need for school nurses with the greatest
inability to pay for these nurses. Among other criteria, consideration shall also be given
to (i) the current nurse-to-student ratio; (ii) the economic status of the community; and
(i1i) the health needs of area children.

There shall be no supplanting of local or Title I funds with these block grant
funds. Communities shall maintain their current level of effort and funding for school
nurses. No block grant funds shall be used for funding nurses for State agencies. All
funding shall be used for direct services.

The Department of Health and Human Services shall report on the use of
funds allocated under this section by December 1, 2005, 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.

Requested by: Senators Weinstein, Garrou, Dalton, Hagan
NER BLOCK GRANTS

SECTION 5.2.(a) Appropriations from federal block grant funds are made
for fiscal year ending June 30, 2006, according to the following schedule:

COMMUNITY DEVELOPMENT BLOCK GRANT

01. State Administration $ 1,000,000
02. Urgent Needs and Contingency 1,000,000
03. Scattered Site Housing 13,200,000
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04. Economic Development 8,710,000

05. Community Revitalization 13,500,000

06. State Technical Assistance 450,000

07. Housing Development 2,000,000

08. Infrastructure 5,140,000
TOTAL COMMUNITY DEVELOPMENT

BLOCK GRANT - 2006 Program Year $ 45,000,000

SECTION 5.2.(b) Decreases in Federal Fund Availability. — If federal funds
are reduced below the amounts specified above after the effective date of this act, then
every program in each of these federal block grants shall be reduced by the same
percentage as the reduction in federal funds. _

SECTION 5.2.(c) Increases in Federal Fund Availability for Community
Development Block Grant. — Any block grant funds appropriated by the Congress of the
United States in addition to the funds specified in this section shall be expended as
follows: each program category under the Community Development Block Grant shall
be increased by the same percentage as the increase in federal funds.

SECTION 5.2.(d) Limitations on Communit%/ Development Block Grant
Funds. — Of the funds appropriated in this section for the Community Development
Block Grant, the following shall be allocated in each category for each program year: up
to one million dollars ($1,000,000) may be used for State Administration; not less than
one million dollars ($1,000,000) may be used for Urgent Needs and Contingency; up to
thirteen million two hundred thousand dollars ($13,200,000) may be used for Scattered
Site Housing; up to eight million seven hundred ten thousand dollars ($8,710,000) ma
be used for Economic Development, including Urban Redevelopment Grants and Small
Business or Entrepreneurial Assistance; not less than thirteen million five hundred
thousand dollars ($13,500,000) shall be used for Community Revitalization; up to four
hundred fifty thousand dollars ($450,000) may be used for State Technical Assistance;
up to two million dollars é$2,000,000) may be used for Housing DeveIoBment; up to
five million one hundred forty thousand dollars (§$5,140,000) may be used for
Infrastructure. If federal block grant funds are reduced or increased by the Congress of
the United States after the effective date of this act, then these reductions or increases
shall be allocated in accordance with subsection (b) or (c) of this section, as applicable.

SECTION 5.2.(e) Increase Capacity for Nonprofit Organizations. —
Assistance to nonprofit organizations to increase their capacity to carr?/ out
CDBG-eligible activities in partnership with units of local government is an eligible
activity under any program category in accordance with federal regulations. Capacity
building grants may be made from funds available within program categories, program
income, or unobligated funds.

SECTION 5.2.(f) Department of Commerce Demonstration Grants in
Partnership with Rural Economic Development Center, Inc. — The Department of
Commerce, in partnership with the Rural Economic Development Center, Inc., shall
award up to two million two hundred fifty thousand dollars ($2,250,000) in
demonstration grants to local governments in very distressed rural areas of the State.
These grants shall be used to address critical infrastructure and entrepreneurial needs
and to provide small business assistance.

SECTION 5.2.(g) The Department of Commerce shall consult with the Joint
Legislative Commission on Governmental Operations prior to reallocating Community
Development Block Grant Funds. Notwithstanding the provisions of this subsection,
whenever the Director of the Budget finds that:
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(1) A reallocation is required because of an emergency that poses an
imminent threat to public health or public safety, the Director of the
Budget may authorize the reallocation without consulting the
Commission. The Department of Commerce shall report to the
Commission on the reallocation no later than 30 days after it was
authorized and shall identify in the report the emergency, the type of
action taken, and how it was related to the emergency.

(2)  The State will lose federal block grant funds or receive less federal
block grant funds in the next fiscal year unless a reallocation is made,
the Department of Commerce shall provide a written report to the
Commission on the proposed reallocation and shall identif%/ the reason
that failure to take action will result in the loss of federal tunds. If the
Commission does not hear the issue within 30 days of receipt of the
report, the Department may take the action without consulting the
Commission.

PART VI. GENERAL PROVISIONS

Requested by: Senators Garrou, Dalton, Hagan
APPROPRIATION OF CASH BALANCES AND RECEIPTS

SECTION 6.1.(a) Expenditures of cash balances, federal funds,
departmental receipts, grants, and gifts from the various General Fund, Special Revenue
Fund, Enterprise Fund, Internal Service Fund, and Trust and Agency Fund budget codes
are appropriated and authorized for the 2005-2007 fiscal biennium as follows:

(1)  For all budget codes listed in "State of North Carolina, Recommended
Continuation Budget 2005-2007, VVolumes 1 through 6", cash balances
and receipts are appropriated up to the amounts specified in Volumes 1
through 6, as adjusted by the General Assembly, for the 2005-2006
fiscal year and the 2006-2007 fiscal year. Funds may be expended only
for the programs and purposes and objects and line items specified in
Volumes 1 through 6, or otherwise authorized by the General
Assembly. _

(2)  For all budget codes that are not listed in "State of North Carolina,
Recommended Continuation Budget 2005-2007, Volumes 1 through
6", cash balances and receipts are appropriated for each year of the
2005-2007 fiscal biennium up to the level of actual expenditures for
the 2004-2005 fiscal year, unless otherwise provided by law. Funds
may be expended onI%/ for the programs and purposes and objects and
line items authorized for the 2004-2005 fiscal year. _

(3)  Notwithstanding subdivisions (1) and (2) of this subsection, any
receipts that are required to be used to pay debt service requirements
for various outstanding bond issues and certificates of participation are
appropriated up to the actual amounts received for the 2005-2006
fiscal year and the 2006-2007 fiscal year and shall be used only to pay
debt service requirements. _

(4)  Notwithstanding subdivisions (1) and (2) of this subsection, cash
balances and receipts of funds that meet the definition issued by the
Governmental Accounting Standards Board of a trust or agency fund,
are appropriated for and in the amounts required to meet the legal
requirements of the trust agreement for the 2005-2006 fiscal year and
the 2006-2007 fiscal year. _ _

All these cash balances, federal funds, departmental receipts, ?rants, and gifts

shall be expended and reported in accordance with the provisions of the Executive
Budget Act, except as otherwise provided by law and this section.
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SECTION 6.1.(b) Receipts collected in a fiscal year in excess of the
amounts authorized by this section shall remain unexpended and unencumbered until
appropriated by the General Assembly in a subsequent fiscal year, unless the
exFenditure of over-realized receipts in the fiscal year in which the receipts were
collected is authorized by the Executive Budget Act.

Over-realized receipts are appropriated up to the amounts necessary to
implement this subsection.

In addition to the consultation and reporting requirements set out in
G.S. 143-23 and G.S. 143-27, the Office of State Budget and Management shall report
to the Joint Legislative Commission on Governmental Operations and to the Fiscal
Research Division of the Legislative Services Office within 30 days after the end of
each quarter on any over-realized receipts approved for expenditure under this
subsection by the Director of the Budget. The report shall include the source of the
receipt, the amount over-realized, the amount authorized for expenditure, and the
rationale for expenditure.

SECTION 6.1.(021 Notwithstanding subsections (a) and (b) of this section,
there is appropriated from the Reserve for Reimbursements to Local Governments and
Shared Tax Revenues for each fiscal year an amount equal to the amount of the
distributions required by law to be made from that reserve for that fiscal year.

SECTION 6.1.(d) Notwithstanding subsections (a? and (b) of this section, if
Senate Bill 1126, 2005 Session, or substantially similar legislation revising the Coastal
Recreational Fishing License program or establishing a unified fishing license for
hunting and fishing In coastal, joint, and inland waters, becomes law, any receipts from
license revenues generated O[Jursuant to such legislation are hereby appropriated for the
2005-2006 fiscal year and the 2006-2007 fiscal year for programs and purposes
authorized by law.

SECTION 6.1.(e) Notwithstanding subsections (a)(2) and (b) of this section,
the cash balances and receipts of any occupational licensing board, as defined in
G.S. 93B-1, that are not included in the budget codes listed in "State of North Carolina,
Recommended Continuation Budget 2005-2007, Volumes 1 through 6," are hereby
appropriated for the 2005-2006 fiscal year and the 2006-2007 fiscal year and may be
expended for programs and purposes authorized by law.

Requested by: Senators Garrou, Dalton, Hagan
CONTINGENCY AND EMERGENCY FUND ALLOCATIONS
SECTION 6.2. Funds in the amount of five million dollars ($5,000,000) for
the 2005-2006 fiscal Jear and five million dollars ($5,000,000) for the 2006-2007 fiscal
ear are appropriated in this act to the Contingency and Emergency Fund. Of these

unds:
(1)  Up to two million dollars ($2,000,000) for the 2005-2006 fiscal year
may be used for purposes related to the Base Realignment and Closure
Act (BRAC); and
(2) Up to five hundred thousand dollars ($500,000) for the 2005-2006
fiscal year and up to five hundred thousand dollars ($500,000) for the
2006-2007 fiscal year may be expended for purposes other than those
set out in G.S.143-23(al)(2) or in subdivision (1) of this section. _
The remainder of these funds shall be expended for purposes outlined in
G.S. 143-23(al)(2).

Requested by: Senators Garrou, Dalton, Hagan
EXPENDITURES OF FUNDS IN RESERVES LIMITED _
SECTION 6.3. All funds appropriated by this act into reserves may be
expended only for the purposes for which the reserves were established.
Requested by: Senators Garrou, Dalton, Hagan
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BUDGET REPORTS ACCURATELY REFLECT PROJECTED RECEIPTS,
EXPENDITURES, FUND BALANCES, AND ACTUAL COLLECTIONS

SECTION 6.4. G.S. 143-11(a) reads as rewritten:

"8 143-11. Survey of departments: departments and recommended budget report.
(@  On or before the fifteenth day of December, biennially in the even-numbered

years, the Director shall make a complete, careful survey of the operation and
management of all the departments, bureaus, divisions, officers, boards, commissions,
Institutions, and agencies and undertakings of the State and all persons or corporations
who use or expend State funds, in the interest of economy and efficiency, and of
obtaining a working knowledge upon which to base recommendations to the General
Assembly as to appropriations for maintenance and special funds and capital
expenditures for the succeeding biennium. If the Director and the Commission shall
agree in their recommendations for the budget for the next biennial period, he shall
prepare their report in the form of a proposed budget, together with such comment and
recommendations as they may deem proper to make. If the Director and Commission
shall not agree in substantial particulars, the Director shall prepare the proposed budget
based on his own conclusions and judgment, and the Commission or any of its members
retain the right to submit separately to the General Assembly such statement of
disa?reement and the particulars thereof as representing their views. The budget report
shall contain a complete and itemized plan of all proposed expenditures for each State
department, bureau, board, division, institution, commission, State agency or
undertaking, person or corporation who receives or may receive for use and expenditure
any State funds, in accordance with the classification of funds and accounts adopted by
the State Controller, and of the estimated revenues and borrowings for each year in the
ensuing biennial period beginning with the first day of July thereafter. Opposite each
Iinle item of the proposed expenditures, the budget shall show in separate parallel
columns:

(1) Proposed expenditures and receipts for each fiscal year of the

biennium;
2 The certified budget for the preceding fiscal year;
3 The currently authorized budget for the ﬁreceding fiscal ¥ear;
4 Actual expenditures and receipts for the most recent fiscal year for
which actual expenditure information is available; and

5 Proposed increases and decreases.
Revenue and expenditure information shall be no less specific than the two-digit level in
the State Accounting System Chart of Accounts as prescribed by the State Controller.
The budget shall clearly differentiate between fgeneral fund expenditures for operatin%
and maintenance, special fund expenditures for any purpose, and proposed capita
improvements. The budget report shall include accurate projections of receipts,
expenditures, and fund balances for all budget codes, funds, and accounts. Estimated
receipts, including tuition collected by university or community college institutions,
shall be adjusted to reflect actual collections from the previous fiscal year, unless the
Director either (i) recommends a change that will result in collections in the budget year
that differ from the actual collections of the prior year or (ii) otherwise determines there
Is a more reasonable basis upon which to accurately project receipts."

Requested by: Senators Garrou, Dalton, Hagan
AUTHORIZATION TO ESTABLISH RECEIPT-SUPPORTED POSITIONS
SECTION 6.5. Notwithstanding G.S. 143-34.1(al), a department,
Institution, or other agency of State government may establish receipt-supported
positions authorized in this act upon approval by the Director of the Budget. The
Director, if necessary, may establish a receipt-supported position pursuant to this
section at an annual salary amount different from the salary amount set out in this act if
(i) funds are available from the proposed funding source and (ii) the alternative salar
amount remains within the established salary range grade identified for the jo
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classification of the affected receipt-supported position established in this act. The
Director shall not change the job classifications or increase the number of
receipt-supported positions specified in this act without prior consultation with the Joint
Legislative Commission on Governmental Operations.

Requested by: Senators Garrou, Dalton, Hagan
OVERHEAD COST RECOVERY

SECTION 6.6.(a) The General Assembly finds that the General Fund
supports many state agencies that provide services and administer programs that impact
all of State government. These agencies include the Office of the Governor, the Office
of State Controller, the Department of Administration, including the Office of State
Personnel, State Property Office, Office of State Construction, and the Division of
Purchase and Contract, the Secretary of State, the Office of State Treasurer, and the
Office of State Auditor. The General Assembly also finds that the General Fund
supports the departmental administrative overhead costs for many receipt-supported
programs, activities, boards, and commissions. The General Assembly further finds that
only federally funded programs routinely reimburse the State for such administrative
overhead activities through an indirect cost allocation method. The General Assembly
finds that an indirect cost allocation program should be established to recover overhead
and indirect costs from all receipt-supported programs, activities, boards, and
commissions.

SECTION 6.6.(b) The Office of State Budget and Management shall study
the collection of overhead receipts and develop an overhead cost recovery program. In
]lcml lementing this section, the Office of State Budget and Management shall do the

ollowing:

(1) For each receipt, determine the authority and requirements for the
allocation of overhead costs and collection of overhead receipts.

(2)  For each receipt for which the State currently redirects a portion for
overhead costs, ensure that all future receipts revert to the General
Fund in accordance with the State Budget Manual, except as otherwise
required by law.

(3) For each receipt for which the State does not currently redirect a
portion for overhead costs, establish an indirect cost allocation
methodology and redirect a portion of future receipts for overhead
costs to the General Fund, except as otherwise required by law.

(5) Estimate the anticipated reimbursement to the General Fund for the
2006-2007 fiscal year.

(6)  Effective with the 2006-2007 fiscal year, the Office of State Budget
and Management shall implement the overhead cost recovery program
to maximize reimbursement of statewide indirect costs supported by
the General Fund.

SECTION 6.6.(c) The Office of State Budget and Management shall report
on its progress in implementing this section to the Chairs of the Senate Committee on
Appropriations/Base Budget, the Chairs of the House of Representatives Committee on
Appropriations, and the Fiscal Research Division by April 1, 2006. The report shall
recommend any statutory changes required to implement the requirements of this
section.

SECTION 6.6.(d) This section does not apply to overhead cost
reimbursements collected under any grant agreement by The University of North
Carolina or any of its affiliated institutions.

SECTION 6.6.(e) The requirements of this section shall apply to all receipts
credited to a State agency, special revenue fund, enterprise fund, internal service fund or
trust fund, except as otherwise provided by law and subsection (d) of this section.

Requested by: Senators Garrou, Dalton, Hagan
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PRIOR CONSULTATION WITH THE JOINT LEGISLATIVE COMMISSION

ON GOVERNMENTAL OPERATIONS

SECTION 6.7.(a) The last paragraph of G.S.120-76(8) is recodified as
G.S. 120-76.1 and reads as rewritten:
"8 120-76.1. Prior consultation with the Commission.

(@)  Notwithstanding the provisions of this—subdivision—G.S. 120-76(8) or any
other provision of law requiring prior consultation by the Governor with the
Commission, whenever an expenditure is required because of an emergency that poses
an imminent threat to public health or public safety, and is either the result of a natural
event, such as a hurricane or a flood, or an accident, such as an explosion or a wreck,
the Governor may take action under this-subsection-without consulting the Commission
iIf the action is determined by the Governor to be related to the emergency. The
Governor shall report to the Commission on any expenditures made under this

subsection no later than 30 days after making the expenditure and shall

Identify in the report the emergency, the type of action taken, and how it was related to
the emergency.

(b) Any agency, board, commission, or other entity required under
G.S. 120-76(8) or any other provision of law to consult with the Commission prior to
taking an action shall submit a detailed report of the action under consideration to the
Chairs of the Commission, the Commission Assistant, and the Fiscal Research Division
of the General Assembly. If the Commission does not hold a meeting to hear the
consultation within 60 days of receiving the submission of the detailed report, the
consultation requirement is satisfied."

SECTION 6.7.(b) G.S. 143-23(al) reads as rewritten:

"(al) Notwithstanding the provisions of subsection ﬁa) of this section, a department,
institution, or other spending agency may, with approval of the Director of the Budget,
spend more than was appropriated for:

1 An object or line item within a purpose or program so long as the total
amount expended for the purpose or program is no more than was
appropriated from all sources for the purpose or program for the fiscal
period,;

(2) A purpose or program, without consultation with the Joint Legislative
Commission on Governmental Operations, if the overexpenditure of
the purpose or program is:

a. Required by a court, Industrial Commission, or administrative
hearing officer's order;

b. Required to respond to an unanticipated disaster such as a fire,
hurricane, or tornado; or

C. Required to call out the National Guard.

The Director of the Budget shall report on a quarterly basis to the Joint
Legislative Commission on Governmental Operations on any
overexpenditures under this subdivision; or
(3) A purpose or program, after consultation with the Joint Legislative
Commission on Governmental Operations in accordance with
G.S. 120-76(8), and only if: (i) the overexpenditure is required to
continue the purpose or programs due to complications or changes in
circumstances that could not have been foreseen when the budget for
the fiscal period was enacted and (ii) the scope of the lourpose or
program Is not increased. The consultation is required as follows:
For a purpose or program with a certified budget of up to five
million dollars ($5,000,000), consultation is required when the
authorization for the overexpendlture exceeds ten percent (10%)
of the certified budget;
b. For a purpose or program with a certified budget of from five
million dollars &S,OO0,000) up to twenty million dollars
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§$20,000,000), consultation is required when the authorization

or the overexpenditure exceeds five hundred thousand dollars
($500,000) or seven and one-half percent (7.5%) of the certified
budget, whichever is greater; »

C. For a purpose or program with a certified budget of twenty
million dollars ($20,000,000) or more, consultation is required
when the authorization for the overexpenditure exceeds one
million five hundred thousand dollars ($1,500,000) or five
percent (5%) of the certified budget, whichever is greater;

d. For a purpose or program supﬁorted by federal funds or when
expenditures are required for the reasons set out in subdivision

(2) of this subsection, no consultation is required.

omm a (Ne NN

Requested by: Senators Garrou, Dalton, Hagan
CONSULTATION NOT REQUIRED PRIOR TO ESTABLISHING OR
INCREASING FEES IN ACCORDANCE WITH BUDGET ACT
SECTION 6.8.(a) Notwithstanding G.S. 12-3.1(a), an agency is not required
to consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee as authorized or anticipated in the Current Operations
and Capital Improvements Appropriations Act of 2005 or the Senate Appropriations
Committee Report on the Continuation, Expansion and Capital Budgets, which was
distributed in the Senate and the House of Representatives and used to explain this act.
SECTION 6.8.(b) This section expires June 30, 2007.

Requested by: Senators Garrou, Dalton, Hagan
STATE MONEY RECIPIENTS/CONFLICT OF INTEREST POLICY

’ SECTION 6.9.(a) G.S. 143-6.2 is amended by adding a new subsection to
read:

"(al) Every non-State entity that receives, uses, or expends State funds, either by
General Assembly appropriation, or by grant, loan, or other allocation from a State
agency shall file with the State department or agency disbursing funds to the entity a
copy of that entity's policy addressing conflicts of interest that may arise involving the
entity's management employees and the members of its board of directors or other
governing body before funds may be disbursed to the entity. The policy shall address
situations in which any of these individuals may directly or indirectly benefit, except as
the entity's employees or members of the board or other governing body, from the
entity's disbursing of State funds, and shall include actions to be taken by the entity or
the individual, or both, to avoid conflicts of interest and the appearance of impropriety."

SECTION 6.9.(b) G.S. 143-6.2(d) is amended by adding a new subdivision

to read:

"(13) Require grantees to report their policies addressing conflicts of interest
that may arise involving the entity's management employees and the
members of its board of directors or other governing body before funds
may be disbursed to the entity."

SECTION 6.9.(c) This section applies to non-State entities that receive State
funds on or after July 1, 2005, and State funds shall not be disbursed to those entities on
or after July 1, 2005, until the entity files the policy required by this section with the
disbursing agency or department.

Requested by: Senators Garrou, Dalton, Hagan
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NON-STATE ENTITIES SHALL NOT HAVE OUTSTANDING TAX

ASSESSMENTS/APPLICABILITY OF REPORTING REQUIREMENTS

’ SECTION 6.10.(a) G.S. 143-6.2 is amended by adding a new subsection to
read:

"(cl) No Overdue Tax Debts. — No grantee or subgrantee shall receive a grant of
State funds from a State agency, department, or institution if the grantee or subgrantee
has any overdue tax debts, as defined by G.S. 105-243.1, at the federal, State, or local

level."

~ SECTION 6.10.(b) This section shall apply to all State grant funds
aﬁproprlated or awarded on or after July 1, 2005. Grants awarded prior to July 1, 2005,
shall be subject to the reporting requirements in effect at the time the grant was made.

Requested by: Senators Garrou, Dalton, Hagan, Kerr, Hoyle
RESERVE FOR SMALL EMPLOYER HEALTH INSURANCE

SECTION 6.11.(a) It is the intent of the General Assembly to establish
Healthy NC, a program to assist small employers in purchasing affordable health
insurance coverage for their employees. It is further the intent of the General Assembly
that Healthy NC will be modeled after the Healthy NY program operating successfully
in that state since 2001. Healthy NC will be designed to encourage small employers
with 50 or fewer employees to offer health insurance coverage to their employees and
dependents and other qualified individuals. Uninsured sole proprietors and workers
whose employers do not provide health insurance may also purchase coverage directly
from insurers participating in Healthy NC. Coverage under Healthy NC will be
streamlined, yet comprehensive. Benefits available will include inpatient and outpatient
hospital services, physician services, maternity care, preventive health services,
diagnostic and X-ray services, and emergency services. Employers may select a benefit
package that offers limited prescription drug coverage, or one that does not include
coverage for prescription drugs. A feature of Healthy NC that will enable premiums to
be set at affordable rates is the availability of stop-loss coverage to protect insurers from
excessive claims. Stop-loss coverage Is an insurance policy or other arrangement
whereby stop-loss funds are used to pay claims or indemnify the health plan insurer for
losses incurred under the health plan in excess of specified loss limits for individual
claims or for all claims combined. It is anticipated that successes of Healthy NC will be
marked by, among other things, affordable premiums and an increase in the number of
small employers and their employees that have health care coverage.

SECTION 6.11.(b) There is created in the Office of State Budget and
Management a nonreverting Reserve for Healthy NC. Funds appropriated in this act to
the Reserve for Healthy NC shall be allocated by the Commissioner of Insurance
exclusively for the purpose of reimbursing insurers providing health insurance to small
employers under Part 5A of Article 50 of Chapter 58 of the General Statutes, Healthy
NC Program, if enacted by the 2005 General Asse