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Joint APPROPRIATIONS/Subcommittee on General Government
Minutes

February 17, 1997

A Joint APPROPRIATIONS/Subcommittee on General Government was held on
Monday February 17, 1997 at 5:00 PM in room 425 of the Legislative Office Building.
Members present were: Representatives McCombs ( Cochair), Sherrill (Cochair),
Braswell, Jeffus and five Senators. For visitors in attendance, see the attached Visitors
Sheet. Representative Ellis had an excused absence. Representative Ives presided.

Representative Ives called the meeting to order at 5:02 PM and introduced the State
Auditor, Ralph Campbell. Mr. Campbell gave an overview of the Office of the State
Auditor and presented the committee with a copy of the Performance Audit Reports (see
attachments 1 and 2).

After Mr. Campbell’s presentation, the committee members asked questions. Senator
Warren asked for a list of offices out in the field and Mr. Campbell responded that he
would send him a list. Representative Lucas asked if the 1 million dollar Expansion
Budget covered the move to new offices. Mr. Campbell answered that it covers furniture,
walls, phones, and equipment. Senator Lucas followed up by asking what the Auditor
found in the 29 agencies that had not been audited since 1986. Mr. Campbell replied that
most were performing well and some had some findings. Senator Lucas also asked about
the 36 Smart Start agencies audits. Mr. Campbell remarked that 48 would be audited this
year. Representative Sherrill asked how many people staff the fraud, waste and abuse
hotline. Mr. Campbell answered five audit personnel. Representative Sherrill asked if
their findings were really bad and Mr. Campbell replied that in some cases they are.
Representative Sherrill remarked that these auditors pay for themselves and Mr.
Campbell replied that for every dollar spent in this area 54.4 dollars is returned to the
State of North Carolina. Mr. Campbell said he wished every time something was
detected that the money could be recovered such as the Smart Start case where someone
embezzled $235,000. He said that person has been caught now and the courts said he
must pay restitution; however that will take many years for the State to recoup the
money. Mr. Campbell stated that the audit reports serve as a major deterrent and the
State agencies get a copy and the directors go over these reports with their employees to
make sure that they do things correctly. Senator Page asked if the Auditor’s Office is
required to audit the ABC Board. Mr. Campbell replied that they are looking at that issue
now. Senator Page asked should they be. Mr. Campbell said that they are researching
their authority to audit them now. Mr. Campbell also stated that they have looked at the
State ABC last year and made recommendations. Senator Page asked if the Auditor is



required to audit the State ABC as opposed to the local ABC and Mr. Campbell replied
yes. Senator Warren asked what other agencies such as the SBI are called in on audits.
Mr. Campbell said that when statutes are broken they are required by law to report them
to the Governor and the SBI or other appropriate law enforcement. Senator Warren asked
when the authorities come in does it take the case out of your hands? Mr. Campbell
answered that the SBI and the Office of the Auditor have a good cooperative working
relationship. Representative McCombs asked if the embezzlement case concerning Smart
Start in Winston-Salem occurred in one year. Mr. Campbell replied that it occurred in 8
or 9 months. Senator Ledbetter asked what the magnitude of auditing the local ABC
Boards would be and Mr. Campbell replied that it would take years and the present
system works well and it would be inappropriate to change it at this time. Senator Lucas
asked what fell through the cracks in the case of the Winston-Salem Smart Start
subcontractor. Mr. Campbell replied that several things played a part such as fraud and
not having the proper controls in place. Specifically, checks were written for under $500
to the subcontractor by the subcontractor which only required one signature.
Representative Ives suggested a separation of duties in the check writing process.
Representative Sherrill asked if two signatures are required now and Mr. Campbell
replied that all subcontractors must be bonded. Representative Braswell asked if non-
profits are under the Auditor’s jurisdiction. Mr. Campbell responded that they are.

Representative Ives thanked the Auditor for his presentation and the members for a good
discussion of issues concerning the Office of the Auditor. The meeting was adjourned at
5:52P

Re?re%ﬁt’é’%e William M. Ives A i % Jayne N. Walton

Cochair Committee Clerk
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Mission:

The State Auditor is authorized by the North Carolina Constitution and General Statutes
to perform or coordinate all audits of governmental organizations, programs, activities and
functions funded wholly or in part with State funds. These audits furnish the General
Assembly, the Governor, other governmental entities, as well as the public, with professional,
independent examinations of financial records and thorough examinations of public program

performance.

Our Commitment is to:
1. Conduct thorough audits and investigations by a professional staff;
2. Present fair and independent findings and recommendations;

3. Promote cooperative efforts with agencies and institutions under the oversight

of the office.
Our Goals Are:

1. To report to the citizens and other customers on the accountability of state

government.

2. To provide responsive professional support to all our client agencies and to
provide responsive professional and administrative support to our employees to

enable them to carry out their responsibilities.

3. To conduct audits which are timely, cost-effective, and performed in

accordance with applicable professional standards.

4. To ensure that staff are fully qualified to do the work.



5. To implement new initiatives wherever possible to be more proactive in

strengthening governmental management.

The principal business of the office is providing comprehensive auditing services for state
government and the citizens of North Carolina. We strive to carry out our statutory duties in an
effective and efficient fashion and in accordance with generally accepted government auditing
standards. Our audit findings and recommendations help ensure the accountability of public
funds and enhance the management of governmental programs. To accomplish this end, we are

organized in 2 divisions --Administration and Field Audit.

The Administration Division provides the overall support and management of the Office as a
separate agency of state government. Behind all of our audit activities are the administrative and
support functions necessary to assist and facilitate the operational -work of our organization.
Finance, personnel, information resource management and overall administration of our

operations are performed by a sméll and qualified staff.

The Field Audit Division includes all the audit personnel, including management, supervisors
and staff auditors. Within this Division are sub-programs that represent the major elements of
our audit work; such as, financial audit, performance audit, fraud and abuse investigations.

electronic data processing audit, and non-governmental and Smart Start audits.

ecific it ctio
1. Financial Audits:

Financial auditing consumes the largest portion of our audit resources: 75% in 1996-97.
The four major products of our financial audit work program are:

1. The comprehensive Annual Financial Report (CAFR)




2. The Single Audit Report
3. Financial statement audits
4. Financial-related audits
Our auditees include:
1. General Government Agencies (46)
2. University System and UNC Memorial Hospital (17)
3. Community Colleges (58)
4. Clerks of Superior Court (55 annually, including the ten largest every year)

5. Smart Start Partnerships (currently 37)
2. Performance Audits:
Audit topics typically come from three sources:
1. General Assembly
2. Agency Management
3. State Auditor’s management and staff

Performance audits are designed to evaluate program performance and identify potential

areas for cost savings and enhanced productivity.

Approximately 9% of our audit resources are allocated to performance aﬁditing.
3. Fraud, Waste, and Abuse (Hotline) Audits:

This is the most difficult area to predict in terms of allocating resources or predicting
numbers of audits which will be conducted or completed in a given year. This fiscal year we

have allocated approximately 3% of our audit staff time to conducting these investigations.

We have recorded some 1,048 calls to our Hotline (800/730-TIPS [8477]) since 1988. In
fiscal 1995-96 we recorded some 105 calls. At current staffing levels, our current backlog of 110

cases would require eleven months to complete without any additional cases being added during

that time.



4. EDP Audits:

The increased level of automation utilized within state government has also increased the
level of complexity in auditing these activities. Agency reliance on computerized controls in

their automated systems makes review of these systems that much more important.

The EDP Section does both major audits involving review of entire systems as well as
developing and using computer-assisted audit techniques to enhance the work of the other audit
teams. The nature of the work requires ongoing training to maintain levels of proficiency in a

constantly changing technical environment.

We have allocated 5% of our total audit resources to meet the projected number of

engagements in the current fiscal year.
5. Non-Governmental and Smart Start Audits:

There are over 2,000 non-governmental agencies receiving state funding. Our responsibility
is to obtain financial information on each of these entities and to review the financial reports of
the more than 300 which receive $100,000 or more in a given year. Our commitment to the non-

governmental area represents approximately 1% of our audit resources.

In addition to the long-term responsibility for assembling documentation on the non-
- governmental agencies, our staff also performs the legislatively-mandated audits of the Smart
Start Partnerships. We completed the first round of thirteen agency audits in March, 1995, we
also combleted the twenty-five audits for the second round of the Smart Start program in fiscal
1995-96 and will have responsibility for thirty-seven audits during 1996-97. As the figures
suggest, we must allocate additional resources to meet this mandate. We now allocate 7% of our

total audit resources to the Smart Start Program.

Trends and Implications

Over the last several years and continuing today, three strong forces within State government
have and will affect the service levels expected of the State Auditor: the continuing debate on

downsizing and reinventing State government; the trend towards tax reductions with related loss




of revenues to conduct existing programs; and increases in the demand for accountability

yielding the need for more efficient and effective services with the reduced levels of funding.

The continuing debate on the realignment of the administration and delivery of public
program services and benefits from the federal government to state and local governments
increases the prospect for greater demands for the services of the Office of the State Auditor. As
these programs and associated needs change, the State Auditor will evaluate the service mix of
financial statement, financial related, economy and efficiency, and program results audits of the
constituent units of State government to set internal priorities and to determine the appropriate
mix of services which the Office of the State Auditor should provide. It is anticipated that this
internal review will produce some productivity gains from our existing level of resources, but to
properly address the existing workload will require some additional personnel, particularly if the
Smart Start program is expanded further or if the General Assembly anticipates assigning a
number of additional projects to the Office of the State Auditor in the coming year.

The continuing evolution of automation in government, examples being the new North
Carolina Accounting System (NCAS) and the Integrated Tax Administration System (ITAS),
increases the complexity and demand for services from the State Auditor. This places particular
emphasis on our ability to efficiently audit these systems, and we are requesting software tools in

our budget to be able to do this.

The State Auditor’s Office, as have all of the private accounting and auditing firms, has
developed a base of operations which relies heavily on computers and automation. The State
Auditor must be prepared to take advantage of emerging technologies to continue to enhance the
" audit effort and to attract qualified persons into the governmental accounting profession. Our
request for the coming year builds on the existing automation base with an emphasis towards
replacing aging and obsolete equipment on a regular schedule of replacement. In the work of the
State Auditor’s Office a computer plays the same role as the patrol car in the Highway Patrol--it

is an essential tool which should be replaced on a regular basis to maintain maximum
effectiveness.
Audit standards are also subject to ongoing changes and intei'pretation. Accounting

principles which are promulgated by authoritative bodies will continue to modify required

financial reporting requirements, thereby increasing the complexity and demand for services



from the State Auditor. This increases the need for professional training to ensure that our work
is meeting these new standards. It also increases the need for additional automation tools which
will help us standardize how we handle and present the information we collect in order to meet
those standards. We believe that there is existing software which will enable us to meet these

professional standards and improve our audit efficiency.

A singular element of our budget request which is unique for the next fiscal year is our move
to relocate our Raleigh office to the old Revenue Building once renovations are completed, now
projected for late 1997. While this move will provide improved working conditions,
considerable work is required to coordinate the planning and execution of this move and

financing of furnishings is included in our current capital budget request.

ependence of Qur Wor uali ssurance, and Role of t dite

As mentioned above, our work is governed by strict adherence to professional standards and
participation in independent reviews. Many of our staff are either certified government financial
managers, certified public accountants, certified fraud examiners, certified information systems
auditors, or certified public managers having met the educational and experience qualifications
for these certifications. Constant educational improvement is a necessity in our work. It is this
level of professional conduct which helped produce the first ever Certificate of Achievement in
Financial Reporting awarded to the State of North Carolina by the Government Finance Officers
Association for the Comprehensive Annual Financial Report (CAFR) for the fiscal year ending
June 30, 1994. A second certificate has been awarded for the June 30, 1995 CAFR.

In addition to the individual efforts to assure quality work, our office financial operation is
audited annually by an independent accounting firm, and we have received a “clean” opinion for

many years.

In addition to the annual financial audit of our office, we also participate in two levels of
“peer” review. We have participated for several years in the program sponsored by the National
State Auditors Association. Every three years our work is reviewed by a team of qualified audit

professionals from other audit organizations from around the United States. This review looks at




our standards for conducting both financial and performance audits. We are currently scheduled

for this national standards review in May 1997.

In addition to the external “peer” review, we now conduct an annual internal “peer” review
by senior staff members of the work performed during the year. This gives us an opportunity to
identify areas for improvement much sooner than the three year cycle under the external review

process.

Professional standards for the auditing field also address the role of the auditee in resolving
and tracking audit findings. The Comptroller General of the United States has recently issued
revised Government Auditing Standards, commonly known as the “Yellow Book,” to clarify
the role of the audited agency in dealing with audit findings. We distributed this information to
all state agencies in late January 1996. Beyond this effort, we work closely with all our client
agencies in the development of any findings and recommendations in a concerted effort to bring
about permanent changes to operations we feel should be addressed in order to better serve the

citizens of North Carolina.
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o OFFICE OF THE%TATE AUDITOR ¢

ALLOCATION OF AUDIT RESOURCES
For the Fiscal Year Ended June 30, 1997

Financial Audits 75.0%

Fraud & AbuSe 3.0%
EDP Reviews 5.0%

Smart Start 7.0%

NonProfit 1.0%
Performance Audits 9.0%

Financial Audits include financial statement audits, CAFR audit, Single Audit
and financial related audits



FFICE OF THE STATE IT
FISCAL DATA
NTINUATION BUDGET

Actual Amounts 1995-96 Authorized Recommended

DESCRIPTION Budget l | Expended I I UnexpendedJ L Exp. Rate 1996-97 ] 1997-98 ] |

1998-99

ADMINISTRATION AND BUDGET DIVISION

This division provides the administration and direction necessary to assure the efficient performance of all statutory responsibilities of the Office of the State Auditor.

Total Requirements 547,445 544,435 3,010 99.45% 582,193 583,417 583,738
Receipts 100 0 0 0 0 0
Appropriation 547,345 544,435 3,010 99.47% 582,193 583,417 583,738
Positions 9 9 9 9
ENERAL SERV DIVI
This division was established solely to account for expenditures that support the general operations of both the Administrative and Field Audit Divisions. This division is
- used to account for expenditures which cannot be readily designated to a specific fund.
=
Total Requirements 214,989 214,025 964 99.55% 286,232 286,232 286,232
Receipts 0 0 0 0 0 0
Appropriation 214,989 214,025 964 99.55% 286,232 286,232 286,232
ELD v
This division performs or coordinates all audits of governmental organizations, programs, activities and functions funded wholly or in part with state funds. The division
performs financial, compliance, performance, EDP and fraud and abuse audits as well as managing quality control functions, providing continuing professional education
for all audit staff and providing IRM support functions to the staff.
Total Requirements 9,626,074 9,349,380 276,694 97.13% 9,884,231 9,704,211 9,713,341
Receipts 1,305,128 1,367,792 (62,664) 104.80% 1,450,600 1,437,043 1,438,295
Appropriation 8,320,946 7,981,588 339,358 95.92% 8,433,631 8,267,168 8,275,046
Positions 168 170 170 170
REMENT 10,388,508 10,107,840 280,668 97.30% 10,752,656 10,573,860 10,583,311
RECEIPTS 1,305,228 1,367,792 (62,564) 104.79% 1,450,600 1,437,043 1,438,295
APPROPRIATION _ ' 9,083,280 8,740,048 343,232 96.22% 9,302,056 9,136,817 9.145,016
Total Department Positions 177 179 179 179




OFFICE OF THE STATE AUDITOR
BUDGET CODE 13300

SUMMARY LIST OF EXPANSION BUDGET REQUEST
1997-99 BIENNIUM

Priority Fund Program Description Requested

Number Number | 1997-98 | 1998-99 |
1 ollowing items are critically needed in order for thi ce to continue our e el of services:
a. 1210 Scheduled Replacement of Personal Computers R $175,000 1 R $175,000

To provide continuing funding to allow this Office to proceed with the planned replacement of obsolete
personal computers assigned to the audit staff.

b. 1120 Additional Funding-Service & Maintenance R 38,600 | R 38,600
To provide the funds to cover the maintenance on our current printing equipment.

|1

¢ - 1210 Funding to Purchase Audit Software INR 159,000{ R 15,000
To provide the funding to purchase software designed to integrate virtually all the PC-based audit toolsw
needed by our auditors. This system also computerizes some of our most time-consuming activities -
preparing, referencing, organizing and reviewing workpapers. This system will facilitate a uniform auditx
methodology thereby increasing efficiency and quality control in the audit process.

Total Request to Continue Present Level of Services $372,600 $228,600

No. of Positions 0 0




OFFICE OF THE STATE AUDITOR
BUDGET CODE 13300

SUMMARY LIST OF EXPANSION BUDGET REQUEST
1997-99 BIENNIUM

Priority Fund Program Description Requested
Number Number | 1997-98 |  1998-99 |
2
a 1210 Additional EDP Audit Positions R $136,586 | R $191,899
To provide additional EDP audit positions that will increase the audits of the growing number of computer]
applications and installations in state government.
No. of Positions 2 3
— Continue 2
i Additional 1
b 1210 Additional Audit Positions : R $179,792 | R $282,647
To provide audit resources that will increase the amount of performance and financial audit work in general
government agencies and reduce the backlog of work in Fraud and Abuse.
No. of Positions 3 5
Continue 3
Additional 2
¢ 1210 LAN Equipment and Technology Upgrade INR $360,220 [NR $347,500

To provide funding necessary to allow this Office to proceed with the implementation of projects as outlined
in our computer technology plan. This includes upgrades to LAN and peripheral central office equipment.




OFFICE OF THE STATE AUDITOR
BUDGET CODE 13300

SUMMARY LIST OF EXPANSION BUDGET REQUEST
1997-99 BIENNIUM

Priority Fund Program Description Requested
Number Number | 199798 |  1998-99 |
d 1210 Additional IRM Support Position $56,466 | R $49,976
To provide the resources needed increase the technical support of the audit efforts and computer operations
within this Office.
No. of Positions 1 Continue 1
@
Total Request to Address Backlogs and Expand Audit Coverage $733,064 $872,022
No. of Positions 6 9
Continue 6
Additional 3
Total Expansion Budget Request $1,105,664 $1,100,622
No. of Positions 6 9
Continue 6
Additional 3
TOTAL RECURRING (R) $547,504 $733,652
TOTAL NON-RECURRING (NR) $558,160 $366,970
NOTE: Funding to support positions requested is identified as recurring. However; the equipment funding included with each position is non-recurring funding

and has been included in the total non-recurring dollars shown above.




OFFICE OF THE STATE AUDITOR
Budget Code 13300

SUMMARY LIST OF CAPITAL EXPANSION BUDGET REQUEST
RE-LOCATION OF OFFICES

Priority Fund Program Description Requested
Number Number | 1997-98 | 1998-99 |
1 1210 Office Furniture and Equipment-Relocation of Offices N $1,135,095 $0

71

To provide the funding needed to equip the space provided for this Office in the Revenue Building
with modular furnishings and other equipment necessary for efficient operations,
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Office of the State Auditor
Performance Audit Reports

QLT 2L A

January 1993 - Current Date

@

Report # Title Date | AIC
186 IN. c. WORKERS' COMPENSATION PROGRAM 02/97|.
185 IN. c. STATE BOARD OF COSMETIC ART EXAMINERS 12/20|.
164 |NORTH CAROLINA'S VOCATIONAL EDUCATION AND JOB 1002 M

TRAINING PROGRAMS
163 |FOOD SANITATION INSPECTION PROGRAM OF THE DEPT.OF | oo JH
ENVIRONMENT, HEALTH AND NATURAL RESOURCES (EHNR)
LTRO01 |CHILD DAY CARE PROGRAM OF THE DHR DIVISION OF CHILD | oo o | JH
DEVELOPMENT
162 INC ALCOHOLIC BEVERAGE CONTROL SYSTEM oe/e6| H
161 |THE DEPARTMENT OF CORRECTION, DIVISION OF PRISONS - - | o | JH
YOUTH COMMAND
160 |THE COURT REPORTING FUNCTION IN THE JUDICIAL SYSTEM | o5 /q] JH
OF NORTH CAROLINA |
159 |NC DEPARTMENT OF COMMUNITY COLLEGES' SYSTEM OFFICE |04/96| C©
158 |SOUTHEASTERN CENTER FOR MENTAL HEALTH o306 CO
DEVELOPMENTAL DISABILITIES, AND SUBSTANCE ABUSE
157 |MEDICAID REIMBURSEMENTS FOR CLINICAL LABORATORY | | SP
SERVICES
156 | OFFICE OF THE SECRETARY OF STATE 12/95| JH
155 SP
TRI-COUNTY MENTAL HEALTH CENTER 12/95
154 | FRANK PORTER GRAHAM CHILD DEVELOPMENT CENTER a/95 | SP
‘ 153 INORTH CAROLINA WILDLIFE RESOURCES COMMISSION s/95 | RC
152 SP
NORTH CAROLINA BANKING COMMISSION 6/95




151

BRUNSWICK COUNTY SCHOOL SYSTEM ADMINISTRATIVE
OFFICES

4/95

JH

BS

DOT: DIVISION OF MOTOR VEHICLES

1/93

150 |NORTH CAROLINA INFORMATION HIGHWAY 3/95

149 co
NORTH CAROLINA PARTNERSHIP FOR CHILDREN 3/95

148 |poc: HEALTH SERVICES FOR INMATES 12/94 €O

147 , DR
DHR/DSS: CHILD SUPPORT ENFORCEMENT 10/94

146 , LB
AUDIT ADVISORY: FEDERAL EXCISE TAX 9/94

145 , )
DHR/DMA: MEDICAID DRUG REBATE PROGRAM 9/94

144 1 bpI. OUTCOME-BASED EDUCATION g/94 | SP

143 |OPERATION OF THE NORTH CAROLINA TEACHERS' AND STATE | .. | JH
EMPLOYEES' COMPREHENSIVE MAJOR MEDICAL PLAN

142 | o|1TIZENS FOR COMMUNITY JUSTICE, INC. 6/94 | BD

141 | CELLULAR TELEPHONES 5/94 | SS

140 || EE COUNTY SCHOOL SYSTEM 304 | RC

139 | CAMDEN COUNTY SCHOOLS 1/94 | CO

138 |MOTOR FLEET MANAGEMENT: A REVIEW OF ISSUES RELATING| .| BD
TO PERMANENTLY ASSIGNED VEHICLES

137 | LEAKING UNDERGROUND STORAGE TANK PROGRAM 10/93| RC

136\ wiLLIE M A FOLLOW - UP STUDY 10/93| €O

135 |\WAKE COUNTY PUBLIC SCHOOLS 10s93| JH

134 |DHR: MENTAL HOSPITALS AND MENTAL RETARDATION 103 | SKN
CENTERS - COST ANALYSIS |

133 |DOT: HIGHWAY DIVISION 1193 | RH

132 JH




N.C. Office of the State Auditor
HOTLINE SPECIAL REVIEWS

January 1993- current date

Mgt Date
"(Rpt.| Issued
Agency Ltr. (yrimo) Summary
Mutltiple findings including questionable
purchasing practices, capital
. improvement disbursements prior to
Ez:'\t’:g;;ohna A &T. State X | 97/01 approval by the state construction
office, misuse of cellular phones, and
failure to account for physical plant
parts and repair charges.
. DCHR improperly spent grant funds
3:;2?’2 Ca;ngm;\)lty Home of X 96/31 resulting in excessive costs and failed
Y to fully account for acquisitions.
T . X 96/07 |Conflict of interest in the award of a
James City Historical Society contract was noted.
. . X 96/07 |Time records were incomplete and
River City CDC office rent not paid as reported.
Board of Cosmetic Art X | 96/06 |Lack of internal controls resulted in the
Examiners embezzlement of $105,469.45.
Northeastern NC Regional X 96/05 Reimbursement of per diem and -
Economic Development subsistence expenses of commission
Commission members were questioned.
Southeastern NC Regional X 96/05 Inappropriate enroliment of an
Economic Development employee in the state retirement system
Commission was questioned.
Administration/The N.C. Contract between the Commission and
Human Relations X | 96/04 |Faith and Politics Insitute not handled in
Commission’s Contract with accordance with the State’s rules and
the Faith and Politics Institute. regulations.
A former employee manipulated the
USS North Carolina Battleship X | 96/03 |automated cash receipting system and
Commission ' took an unknown amount of money for
_ his personal use.
Work / Family Resource X 96/01 | Two former employees wrote over 300

Center, Inc.

checks to themselves.




(See Perfbrmance Audit Summary

95/12
Secretary of State #156.)
ggrﬁ:tt'i%: luafr;;aer:jdgr stém 95/06 Findings addressed the methods the
(OIEUS) & Cashless é anteen department used in purchasing these
Projects computer programs.
Findings included using Head Start
funds for unauthorized purposes, failing
Rural Day Care Association of 95/06 to re:\urn zqu'lg\m: nt :ré(: v:l;ml:s
Northeastern North Carolina purchase with Hea art funds, :
splitting purchase orders to circumvent
federal regulations, and failing to
comply with contract provisions.
95/03 |The executive director embezzled
Sampson Haven, inc funds.
Some private citizens were allowed to
Orange County Clerk of 95/02 |use employees' computer terminals in
Superior Court the clerk's office for criminal background
checks for pay.
95/02 An employee charged personal long
Elizabeth City State University distance telephone calls to the state
telephone system.
Greene County Board of 95/02 |The school system used state funds for
Education a newspaper ad prior to an election.
The department made questionable
disbursements of cash for band
. bers' expenses. Other findings
North Carolina State 95/01 |MeM
. . . addressed the payment of bonuses,
University / Music Department untimely deposits, and year-end
purchases to avoid reverting state
funds.
Findings addressed the reimbursement
N.C. Department of Revenue/
Integrated Tax Administration 94/12 | of costg ?"d expenses and ﬂ?e
System Project Contract underbn}llng of the contractor's
professional fees.
WAMY Community Action 94/11 Findings addressed the commingling of
Inc. ’ the executive director's private business

with the nonprofit's activities.




N.C. Department of
Transportation / Purchasing
Division

94/10

The division purchased items from
vendors who did not have contracts with
the State. The division did not seek
competitive bids on rebuilt engines and
appeared to have split some purchase
orders in order to avoid the competitive
bid process. In addition, a purchasing
agent purchased parts from a vendor
which employed his brother as parts
manager and his son as a parts
salesman.

Neuse River Council of
Governments

94/10

The executive director negotiated
agreements calling for severance pay
without an established policy regarding
severance pay. Several employees
complained of racial discrimination.
Embezzlement of grant funds occurred
within the agency.

N.C. Department of Correction

94/09

Findings addressed a contract's
ambiguity regarding travel expenses to
independent contractors.

N.C. Central University

94/09

An employee was taking classes during
normal working hours without taking any
type of leave. ‘

N.C. Central University

94/09

The school awarded several
maintenance projects without using
competitive bids.

N.C. Secretary of State

94/08

Findings addressed several issues,
including the payment of unwarranted
subsistence payments, sponsoring a
continuing education seminar for funeral
home directors, questionable long
distance telephone calls, and
incomplete records of compensatory
time and secondary education.

N.C. Department of
Transportation / Division of
Highways

94/08

The letter addressed the reimbursement
of travel expenses for an employee.

University of North Carolina at
Chapel Hill

94/07

The findings addressed the operations
of the school's internal audit
department.

Cumberland County School
System

94/06

A principal used school supplies and
equipment while performing services for
a private organization during school
hours.




The findings addressed the

East Carolina University 94/08 administration of the contract for dining
services.
N.C. Department of Correction 94/05 |Letter addressed the cutting and theft of
/ Division of Prisons timber.
N.C. Department of 94/05 The division used an individual as a
Transportation / Division of temporary employee for a period of time
Highways longer than permitted by state policies.
N.C. Department of 94/05 |The department did not seek
Agriculture / N.C. State Fair competitive bids for fire protection
9 e services for the State Fair.
A former employee wrote four checks
made payable to cash without
Neuse River Council of . 94/04 |authorization. Other findings addressed
Governments the On-The-Job Training Program, the
1993 Summer Youth Program, and
overcharges by contractors.
The director purchased vehicles from
the dealership where his brother-in-law
N.C._D.epar!ment 9f. . 94/03 |was a salesman. Other findings
Administration / Division of . . . .
Motor Fleet Management included th_e director's use of wulgarity
and profanity at staff meetings and
during conversations with employees.
N.C. Department of 94/03 Management letter alerted to
Environment, Health and department to concern regarding
Natural Resources asbestos shingles
Eastern North Carolina 94/02 |Management decisions led to wasteful
Maternity Home, Inc. expenditures.
N.C. Department of 94/02 Current and former employees used the
Administration / Division of state telephone system for questionable
Indian Affairs purposes.
N.C. Department of Crime Community service was not being used
Control and Public Safety / 94/02 |in a judicial district because a judge in
Division of Victim and Justice the district felt that a conflict of interest
Services existed in the program.
Black Artists' Guild 93/11 pertain officers withdrew funds
inappropriately.
The authority implemented the
uncommon practice of purchasing
Lee-Harnett Area Mental unused vacation and sick leave from
Health, Developmental 93/10 |employees. An employee conducted

Disabilities and Substance
Abuse Authority

private business during the authority's
normal working hours. The authority
entered into rental agreements with that
employee's wife.




N. C. Department of Human

A private contractor hired under court
order billed the department at rates in

Resources / Thomas S. 93/10 excess of actual cost. The report also
Program found weaknesses in the monitoring of
expenditures.
. An employee used the state telephone
Szir\tlr;g;;olma State 93/08 system for personal long-distance
| telephone calls.
. 93/07 |An official used his computer and state
N.C. Department of Correction vehicle for personal purposes.
Findings included the improper
issuance of septic tank permits, the
gfd::nf ec:::nty Health 93/04 violation of sanitation laws, and -
P questionable purchases and
employment practices.
Guilford Technical Community 93/04 |Individuals were paid for courses they
College did not teach.
Findings included submitting requests
for travel expenses that had already
93/04 |been reimbursed, the payment of

Albemarle Commission

personal expenses with commission
funds, and the use of commission funds
to purchase alcoholic beverages.




@ @ @
DEPARTMENT OF STATE AUDITOR

GOAL: The goal of the Office of State Auditor is to promote and assure within state government good management, compliance with
generally accepted accounting principles, and the efficient and effective use of public resources.

SUMMARY OF ALL BUDGET CODES:

) 1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended
TOTAL REQUIREMENTS 10,107,844 10,752,656 ¢ -178,1796 10,573,860 -169, 345 10,583,311
TOTAL ESTIMATED RECEIPTS 1,367,792 1,450,600 ; -13,557 1,437,043 -12,305 1,438,295
NET APPROPRIATION 8,740,052 9,302,056 : -165,239 9,136,817 -157,040 9,145,016

NUMBER OF POSITIONS 177.00 179.00 _ 0.00 179.00 0.00 179.00

b &



1330(‘ar£ment of State Auditor

GENERAL FUND BUDGET CODE_ SUMMARY :

. )

1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended
TOTAL REQUIREMENTS 10,107,844 10,752,656 -178,796 10,573,860 -169, 345 10,583,311
TOTAL ESTIMATED RECEIPTS 1,367,792 1,450,600 -13,557 1,437,043 -12,305 1,438,295
NET APPROPRIATION 8,740,052 9,302,056 -165,239 9,136,817 -157,040 9,145,016
SUMMARY BY PURPOSE:
1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended
REQUIREMENTS
1110 ADMINISTRATION 544,435 582,193 1,224 583,417 1,545 583,738
1120 SUPPORT SERVICES 214,026 286,232 0 286,232 0 286,232
1210 FIELD AUDIT DIVISION 9,349,383 9,884,231 180,020- 9,704,211 170,890- 9,713,341
TOTAL REQUIREMENTS 10,107,844 10,752,656 178,796- 10,573,860 169,345- 10,583,311
ESTIMATED RECEIPTS
1110 ADMINISTRATION 0 0 0 0 0 0
1210 FIELD AUDIT DIVISION 1,367,792 1,450,600 : 13,557~ 1,437,043 12,305- 1,438,295
TOTAL RECEIPTS 1,367,792 1,450,600 [ 13,5587- 1,437,043 12,305~ 1,438,295
NET APPROPRIATION 8,740,052 9,302,056 165,239- 9,136,817 157,040- » 9,145,016



13300 Depa‘ of State Auditor

SUMMARY BY OBJECTS:

. )

1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended

REQUIREMENTS

53 1100 EPA SALARIES 87,000 87,000 0 87,000 -0 87,000
53 1200 SPA SALARIES | 7,342,479 7,749,245 0 7,749,245 0 7,749,245
53 1300 TEMPORARY SALARIES 23,268 0 0 0 0 0
53 1400 SUPPLEMENT TO REG. WA 146,447 145,066 559- 144,507 7,813 152,879
53 1500 EMPLOYEE BENEFIT COST 1,677,200 1,744,559 9,483 1,754,042 10,562 1,755,121
53 1600 OTHER PERSONAL SERVIC 1,495 0 ! 0 0 0 0
53 2000 PURCHASED CONTRACTUAL 543,747 705,607 80 705,687 80 705,687
53 3000 SUPPLIES 52,047 54,678 0 54,678 0 54,678
53 4000 PROPERTY, PLANT & EQU 70,271 213,076 187,800- 25,276 187,800- 25,276
53 5000 OTHER EXPENSES & ADJU 59,928 52,825 0 52,825 0 52,825
53 8010 DEPENDENT CARE-OP TFR 2,781 600 0 600 0 600
53 8901 AGENCY CARRY FORWARD 101,175 0 0 0 0 0
TOTAL REQUIREMENTS 10,107,844 10,752,656 178,796~ 10,573,860 169,345~ 10,583,311
ESTIMATED RECEIPTS

43 4000 SALES, SERVICES & REN 50 50 0 50 0 50
43 5000 FEES, LICENSES & FINE 0 0 0 0. 0 0
43 8000 INTRA GOVERNMENTAL TR 1,367,742 1,450,550 13,557- 1,436,993 12,305- 1,438,245
TOTAL RECEIPTS 1,367,792 1,450,600 13,557- 1,437,043 12,305- 1,438,295
NET APPROPRIATION 8,740,052 9,302,056 165,239- 9,136,817 157,040- 9,145,016



13300 ‘rtment of State Auditor ‘ : ‘ -~

NUMBER_OF POSITIONS:

1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended

REQUIREMENTS

1110 ADMINISTRATION 9.00 9.00 .00 9.00 .00 9.00

1210 FIELD AUDIT DIVISION 168.00 170.00 .00 170.00 .00 170.00
TOTAL REQUIREMENTS 177.00 179.00 .00 179.00 .00 179.00

[1110 Administration and Budget Division P/PB 0560 Financial Auditing |

PURPOSE: The Administration and Budget Division provides the administration support and direction necessary to assure the
efficient performance of all statutory responsibilities of the Office. To carry out this responsibility, this division
1) maintains all departmental records in accordance with generally accepted accounting principles, 2) prepares and
submits to the Legislature the annual and biennial budget requests for the department, and 3) assures departmental
compliance with the rules and regulations of the Offices of State Personnel and State Budget and Management and other
central regulatory offices.

PROGRAM INFORMATION:

Objectives, Outcome Measures, and Other Performance Measures shown in fund 1210 also apply to funds 1110 and 1120. All three of
these funds are included in P/PB code 0560.

PURPOSE DETAIL:

1997-98 1998-99
. 1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized _Authorized Recommended Authorized Recommended
)

1110 NUMBER OF POSITIONS 9.00 9.00 .00 9.00 .00 9.00
REQUIREMENTS
53 1100 EPA SALARIES 87,000 87,000 0 87,000 0 87,000
53 1200 SPA SALARIES 339,762 345,085 0 345,085 0 345,085
53 1400 SUPPLEMENT TO REG. WA 7,015 7,355 391 7,746 391 7,746
53 1500 EMPLOYEE BENEFIT COST 91,793 91,628 833 92,461 1,154 92,782
53 1600 OTHER PERSONAL SERVIC 1,495 0 0 0 0 0
53 2000 PURCHASED CONTRACTUAL 16,426 50,050 0 50,050 0 50,050



13300 De‘nt of State Auditor

. )

1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended

53 4000 PROPERTY, PLANT & EQU 454 475 0 475 0 475
53 5000 OTHER EXPENSES & ADJU 490 600 0 600 0 600
TOTAL REQUIREMENTS 544,435 582,193 1,224 583,417 1,545 583,738
ESTIMATED RECEIPTS

TOTAL RECEIPTS 0 0 0 0 0 0
NET APPROPRIATION 544,435 582,193 1,224 583,417 1,545 583,738

[1120 Support Services Division P/PB 0560 Financial Auditing]
PURPOSE: The Support Services Division is established solely to account for general expenditures of the department. To carry out

this responsibility, this division is used to account for expenditures which cannot be readily designated to a specific

fund.

PROGRAM INFORMATION:

Objectives, Outcome Measures, and Other Performance Measures shown in fund 1210 also apply to funds 1110 and 1120.

these funds are included in P/PB code 0560.

PURPOSE DETAIL:

All three of

1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended

REQUIREMENTS

53 2000 PURCHASED CONTRACTUAL 136,679 206,254 0 206,254 0 206,254
53 3000 SUPPLIES 52,047 54,678 0 54,678 0 54,678
53 5000 OTHER EXPENSES & ADJU 25,300 25,300 0 25,300 0 25,300
TOTAL REQUIREMENTS 214,026 286,232 0 286,232 0 286,232
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1997-98 1998-99
1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended
ESTIMATED RECEIPTS
TOTAL RECEIPTS 0 0 0 0 0 0
NET APPROPRIATION 214,026 286,232 0 286,232 0 286,232

1210 Field Audit Division P/PB 0560 Financial Auditing |

PURPOSE: The Field Audit Division performs or coordinates all audits of governmental organizations, programs, activities and
functions funded wholly or in part with state funds. To carry out this responsibility, the Division conducts the
following activities: 1) annual audit of the State'’s Comprehensive Annual Financial Report, 2) annual audit of the
state required by the federal Single Audit Act of 1994, 3) annual financial statement audits of universities, community
colleges, Smart Start organizations, and certain state authorities/boards, 4) on a biennial basis, financial related
audits of clerks of superior court and general government agencies, 5) performance audits of state programs and
activities, 6) EDP audits of computer services centers and applications, 7) investigations of alleged fraud, waste and

abuse., 8) repository for audit reports on private organizations receiving state funds, 9) quality control and
contlnu1ng professional education program for audit staff.

PROGRAM INFORMATION:

This is one of 3 funds that contribute to program number 0560, Financial Auditing The total 1996-97 certified budget
for P/PB 0560 is $10,687,630 of which this fund is $9,822,713, or 91.91% of the total. A programmatic presentation

which groups all funds that contribute to specific program levels throughout state government according to similar
outcomes, objectives, and outcome measures may be found in Volume 7.

Following is a complete list of departmental accounting funds which contribute to P/PB 0560.

. J
AUDITOR 1110 ADMINISTRATION 5.41% AUDITOR * 1210 FIELD AUDIT DIVISION 91.91%
AUDITOR 1120 SUPPORT SERVICES 2.68% .

Objectives:

- Annually complete 100% of all pre-scheduled audits, including financial information,
and recommendations.

Review each year the effectiveness and efficiency of 100% of the state government programs identified for audit.

Assess the reliability state wide of computer- generated data at 100% of the systems selected for audit.

- Respond to 100% of the fraud and abuse allegations reported to this Office.

- Provide technical assistance to 100% of clients requesting assistance.

- Provide continuing professional education to 100% of the staff as mandated by GAGAS.

independent auditor‘'s opinion, findings
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Qutcome Measures:

1993-94 1994-95 1995-96 1996-97 1997-98 1998-99
Actual Actual Actual Estimated Expected Expected

- The percent of financial audits completed and

released. 88% 97% 89% 100% 100% 100%
- The percent of performance audits identified,

completed, and released. 57% 62% 62% 100% 100% 100%
- The percent of performance audits completed and

released. n/a n/a n/a n/a n/a n/a
- Close out the same year an equal number of cases as

received. 76% 139% 59% 100% 100% 100%
- Percent of clients receiving requested technical

assistance. {o0% 100% 100% 100% 100% 100%
- The percent of employees receiving continuing B

professional education. 94% 96% 96% 100% 100% 100%
Other Performance Measures:
- Total audit days expended on Comprehensive Annual

Financial Report. 3,721 4,331 4,541 3,313 3,313 3,313
- Total audit days expended - state agencies on

Financial Statement Audits. 268 215 368 233 233 233
- Total audit days expended - colleges on Financial

Statement Audits. 4,985 5,300 5,004 4,761 4,761 4,761
- Total audit days expended - universities on Financial

Statement Audits. 5,199 5,707 5,219 4,839 4,839 4,839
- Total audit days expended - Smart Start on Financial

Statement Audits. 0 ) 969 1,666 1,552 2,064 2,580
- Total audit days expended on Financial Statement

Audits. 10,452 12,191 12,257 11,425 11,897 12,413
- Number of audits conducted - state agencies on

Financial Statement Audits. 4 - 4 5 4 4 4
- Number of audits conducted - colleges on Financial J

Statement Audits.. 58 58 58 58 58 58
- Number of audits conducted - universities on

Financial Statement Audits.. 17 17 17 17 17 17
- Number of audits conducted - Smart Start on Financial .

Statement Audits. 0 ) 13 26 36 48 60
- Total number of audits conducted on Financial

Statement Audits. 79 92 106 115 127 139
- Total audit days expended on Performance Audits. 2,753 3,227 3,035 3,038 3,038 3,038
- Number of audits conducted on Performance Audits. 10 12 12 12 12 12
- Potential financial impact to the state (in millions)

from Performance Audits. $4.7 $100.6 $15.6 N/A N/A N/A
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1993-94 1994-95 1995-96 1996-97 1997-98 1998-99
Actual Actual Actual Estimated Expected Expected

- Percent of professional staff receiving 40 hours of

continuing education. 94% 96% 96% 100% - 100% . 100%
- Annual cost of CPE per professional staff. $300 $400 $400 $750 $750 $750
- Number of audits subjected to an internal peer

review. 10 10 10 10 10 10
- Total audit days expended - electronic data processing

(EDP) . . : 1,187 1,565 1,695 1,620 1,620 1,620
- Total number of electronic data processing (EDP)

audits conducted. 20 25 23 28 " 30 30
- Total computer assisted audit techniques (CAATS)

developed and maintained. 213 392 417 420 420 420
- Total audit days expended on Single Audit. 3,664 3,319 3,145 2,511 2,511 2,511
- Total number of audit findings reported in Single

Audit. 87 112 117 100 100 100
- Total questioned costs reported (in thousands) in ‘

Single Audic. . $283 $3,884 $3,712 $3,800 $3,800 $3,800
- Total days expended on Fraud, Waste, and Abuse

Investigation. 1,150 1,160 1,087 1,013 1,013 1,013
- Total Fraud, Waste, and Abuse Investigations. 52 53 28 50 50 50
- Number of private organizations required to file an

audit report. 733 1,225 1,400 500 700 900
- Total financial related audit days expended -

colleges. 0 0 0 0 0 0
- Total financial related audit days expended - .

universities. 0 99 0 0 0 0
- Total financial related audit days expended - state ’

agencies. 1,461 1,736 2,009 3,150 3,150 3,150
- Total financial related audit days expended - Clerk L

of Superior Court. 1,102 1,851 1,727 1,746 1,746 1,746
- Total financial related audit days expended. 2,563 3,686 3,736 4,896 4,896 4,896
- Number of financial related audits conducted - \

colleges. 07 0 0 0 0 0
- Number of financial related audits conducted - i

universities. 0 2 0 0 0 0
- Number of financial related audits conducted - state :

agencies. 20 26 10 28 23 28
- Number of financial related audits conducted - Clerk

of Superior Court. 39 52 54 . 55 55 55
- Total number of financial related audits conducted. 59 80 64 83 78 83
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PURPOSE DETAIL:

1997-98 1998-99

1995-96 1996-97 Inc/Dec From Total Inc/Dec From Total
Description Actual Authorized Authorized Recommended Authorized Recommended

1210 NUMBER OF POSITIONS 168.00 170.00 .00 170.00 .00 170.00
REQUIREMENTS
53 1200 SPA SALARIES 7,002,717 7,404,160 0 7,404,160 0 7,404,160
53 1300 TEMPORARY SALARIES 23,268 0 ’ 0 0 0 0
53 1400 SUPPLEMENT TO REG. WA 139,432 137,711 950- 136,761 7,422 145,133
53 1500 EMPLOYEE BENEFIT COST 1,585,407 1,652,931 - 8,650 1,661,581 9,408 1,662,339
53 2000 PURCHASED CONTRACTUAL 390,642 449,303 ' 80 449,383 80 449,383
53 4000 PROPERTY, PLANT & EQU 69,817 212,601 187,800- 24,801 187,800- 24,801
53 5000 OTHER EXPENSES & ADJU 34,138 26,925 0 26,925 0 26,925
53 8010 DEPENDENT CARE-OP TFR 2,787 600 0 600 0 600
53 8901 AGENCY CARRY FORWARD 101,175 0 : 0 0 0 0
TOTAL REQUIREMENTS 9,349,383 9,884,231 180,020~ 9,704,211 170,890- 9,713,341
ESTIMATED RECEIPTS
43 4000 SALES, SERVICES & REN 50 50 0 50 0 50
43 8000 INTRA GOVERNMENTAL TR 1,367,742 1,450,550 13,557- 1,436,993 12,305- 1,438,245
TOTAL RECEIPTS 1,367,792 1,450,600 13,557- 1,437,043 12,305- 1,438,295
NET APPROPRIATION 7,981,591 8,433,631 166[463- 8,267,168 158,585- 8,275,046



0 Financial auditing

i

rpose

B¢ purpose of this subprogram is to provide for the financial auditing of state
gencies and institutions.

Xpected outcomes
e expected outcomes for this subprogram are to:

enhance public confidence in governmental accountability,

improve management of state government programs,

reduce fraud, and

increase uniform reporting of financial data by promoting adherence to
generally accepted government auditing standards (GAGAS) through tra'ining
and providing technical assistance.

Jackground and trends

“ontinuing efforts to downsize and reinvent state government have affected North
“arolina, just as they have many other states. The trend towards tax reductions and
he redated loss of revenues for existing programs will affect most, if not all, state
rograms. Increased demand for accountability, along with attempts to realize cost
avings by realigning the administration and delivery of public services, reinforces
e long-standing need for good accounting and auditing procedures. The Office of
e State Auditor conducted 234 audits in FY 1994-95.

he likelihood that state government will continue to take on responsibilities which
aditionally have been shouldered by federal agencies will also increase demands
e State Auditor. The Office of the State Auditor is required to continuously
valuate the service mix of periodic audits that it performs for all agencies and
istitutions in state government. This mix includes financial statement audits,
conomy and efficiency audits, and program effectiveness audits.

ew accounting principles are being considered by national accounting standards

odies, which if adopted will vastly change current financial reporting requirements.

dherence to these new accounting principals will not only increase the demand for
rvices from the State Auditor, but will also increase the complexity of the services
quired. '

icreasing use of information technology in state government -- for example, the
ew North Carolina Accounting System and the Integrated Tax Administration
ystem -- also generates demand for increasingly complex services from the State
uditor. Likewise, the Office of the State Auditor is preparing to take advantage of
merging technologies to enhance productively in audit procedures.

10-77
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0560 Financial auditing

Objectives

Strategies
and
activities

Supporting
funds

1. Annually complete
100% of pre-
scheduled audits

2. Annually feview 3. Assess 100% of

100% of proérams computer systems
identified for audit selected for audit

4. Respond to 100%
of fraud allegations

3300 ‘Auditor
. 1110 Administration
1120 Support Services Division
1210 Field Audit Division

,

L]
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Objectives

Strategies
and
activities

Supporting
funds

5. Provide technical y 6. Provide continuing
aid to 100% of clients I education to 100% of

requesting aid - staff as required

3300 Auditor
1110 Administration
1120 Support Services Division
1210 Field Audit Division
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0560 Financial auditing

Objective 1: Annually complete 100% of all pre-scheduled audits, including financial information,

findings, and recommendations.

Outcome Measures: 2 The per

’ : le
The percent of financial audits completed and released n/a n/a - 88% 97% 89% 100% 100% : dre
Performance Measures: , . '
Number of audits conducted - state agencies 13 6 4 4 5 4 4
Number of audits conducted - Smart Start : 0 N Q 13 26 36 48
' \
Number of audits conducted-universities 17 18 17 17 17 17 17 : _I:\oat;ﬂ(
Number of audits conducted-colleges 58 58 58 58 58 58 58
' urr
Total number of audits conducted ) 78 80 79 92 106 115 127
> Fun
Current Situation: ' . ! :m
11
12
Funds:
3300 AUDITOR )
1110 Administration i
1120 Suppont Services Division
1210 Field Audit Division

10-80



s and efficiency of 100% of the state government programs identified for audit.

ew each year the effectivenes
2 =
(3 Outcome Measures:
e percent of performance audits identified, completed n/a . n/a 57% 62% 62% 100% 100% 100%
d released
4
Performance Measures: f
Number of audits conducted-state agencies 13 6 10 12 12 12 12 12
olal audit days expended on Performance Audits 1,394‘ 815 2,753 3,227 3,035 3,038 3,038 3,038
Potential financial savings in terms of net savings to the $1.9 $15.1 $4.7 $100.6 $15.6 n/a n/a n/a

3300 AUDITOR

1110 Administration

1120 Support Services Division
1210 Field Audit Division

i
: ?‘ Funds:
i

10-81
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0560 Financial auditing

Objective 3: Assess the reliability statewide of computer-generated data at 100% of the systems selected for audit.

L

Outcome Measures:
The percent of performance audits completed and released

Performance Measures:

Total number of electronic data processing (EDP) audits
conducted ) : :

Total computer assisted audit techniques (CAATS)
developed and maintained

Current Situation:

Funds:
3300 AUDITOR
1110 Administration
1120 Support Services Division
1210 Field Audit Division

n/a

148

10-82

n/a

20

213

n/a

25

392

n/a

23

417

28
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30
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0560 Financial auditing

Outcome Measures:

Close out the same year an equal number of cases as
received

Performance Measures:
- Total investigations made

otential financial savings in terms of net savings to the
ate (in millions)

otal audit days expended

urrent Situation:

unds:

|- 3300 AUDITOR
1110 Administration
20 Support Services Division
10 Field Audit Division

n/a

65

$1.9

1,394

$15.1

815

10-83

76%

52

$4.7

1,150

139%

53

$6.9

1,160

28

n/a

1,087

100%

50

1,013

100%

50

n/a

1,013

50

_ n/a

1,013
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0560 Financial auditing

Objective 5: Provide technical assistance to 100% of clients requesting assistance.

£l
Outcome Measures: ' i Oute
Percent of clients receiving requested technical assistance. n/a n/a 100% 100% 100% 100% 100% 100% <= The |
* i, educ
Performance Measures: ¢ . - Per
s
By
Current Situation: %
L o
Funds: A G
3300 AUDITOR } ] 260
1110 Administration s
1120 Support Services Division ' A
1210 Field Audit Division ), i
Yol i
' i :
; T
)
349

10-84



§0: Financial auditing

:tive 6: Provide continuing professional education to 100% of the staff as mandated by GAGAS.
(5.4

nt of employees receiving continuing professional n/a n/a 94% 96% 96% 100% 100% 100%

ance Measures: :

tBerent Situation:

joonal accepted government auditing standards (GAGAS), also known as the Yellow Book standards, require auditors to undertake a specific number of training hours

&

B AUDITOR

1#10 Administration
120 Suppont Services Division

10-85
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1996-97 Authorized Expenditures

Number of Total _ Total Total | Percent of Total
Positions Requirements Receipts Appropriation Requirements
Funds reviewed by
;E General Government
Appropriations Subcommittee:
l
3300 AUDITOR T
; 1110 . ADMINISTRATION 9.00 582,193.00 0.00 582,193.00 541
¢ 1120 SUPPORT SERVICES 0.00 286,232.00 0.00 286,232.00 2.66
1210 FIELD AUDIT DIVISION 170.00 9.884.231.00 1,450,600.00 8,433.631.00 91.92
TOTAL FOR 0560 FUNDS 179.00 $10,752,656.00 $ 1,450,600.00 $9,302,056.00 100.00
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WFinancial auditing

1996-97 AARNRRARNANAAR JGGT-GF ANANAAANARNNANNS ARNRNRARARARNER ]GGP_ G0 ANSRAANNNANNNNE
AUTHORIZED INCREASE/DECREASE TOTAL RECOMMENDED INCREASE/DECREASE TOTAL RECOMMENDED

10,752,656 -178,796 10,573,860 -169,345 10,583,311

1,450,550 -13,557 1,436,983 -12,305 1,438,245
50 0 50 0 50
9,302,056 -165,239 9,136,817 -157,040 9,145,016
178.00 .00 179.00 .00 179.00
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JOINT APPROPRIATIONS SUBCOMMITTEE
ON
GENERAL GOVERNMENT

February 18, 1997
The Joint Appropriations Subcommittee on General Government met Tuesday,
February 18, 1997 at 8:30 a.m. in room 425 of the Legislative Office Building. Four of
the Senate members were present. Representatives present were: Co-Chairs Ives,
McCombs and Sherrill; and Braswell, Culpepper, and Jeffus.

Senator Warren chaired the meeting. He introduced Mr. Ed Renfrow who gave a
brief overview of the Controller’s Office. (A copy is attached.) Senator Kinnaird asked
Mr. Renfrow what size town he was referring to when he spoke of “connectivity.” He
said that the hoped to make it accessible to all levels. Mr. Renfrow then introduced Ms.
Gwen Canady, Chief Deputy State Controller.

Ms. Canady covered the Administration section of the attached OSC handout (Pp.
1-32). She said that the department had an authorized budget of $45 million dollars -
with the accounting side being funded by the General Assembly and the technical side by
receipts.

Ms. Canady noted that they went through a very detailed business process
annually so that they would be prepared to meet the requests for services. They have
458-1/2 staff positions, with 105 funded thorough the General Fund and 353-1/2 by
receipts. One big concern was the high turnover rate due to higher salaries offered by
industry. She said that they will be moving to a new location on Bush Street in the next
couple of weeks. They are very happy that the OSC staff will be back together in two
locations only 1-1/2 blocks apart. They have a 5-year lease on this property.

In response to a question from Representative Braswell, Mr. Renfrow said that the
SIPS rate schedule is based on cost of services. Agencies pay from state, federal and

local funds, which means that their office in essence keeps three sets of books.



STATE CONTROLLER’S

OVERVIEW
February 18,1997

Good morning and thank you for the opportunity to talk with you
about the State Controller’s Office.

I would like to give you a general but brief overview of our agency this
morning and then let our managers present their various areas of
responsibility.

The Controller’s Office is one of the newer agencies in state government
- having been created just over a decade ago. Yet it has a critical role
today in positioning the state’s financial and technological resources for
the 21st century.

Yesterday you heard from State Auditor Ralph Campbell about the
audit function in state government. That is one of the four basic
financial functions that the state manages. The other three are
budgeting, which is managed through the State Budget Office; banking
and investing which the State Treasurer is elected to manage; and
accounting, which is where the Office of the State Controller fills in. The
Governor has appointed, and you all have confirmed, me to serve as the
State Controller. By statute, the State Controller is responsible for
presenting a uniform state accounting system and preparing financial
statements for the state as a whole. We manage all disbursement
functions, assuring that no department spends money without the
proper allotment and we provide timely financial information.

With your support, we have installed a new North Carolina Accounting
System - which you will hear more about later from Don Waugh. We
are pleased to report that in November 1996, the OSC received a Federal
Technology Leadership Award for the North Carolina Accounting
System for Distinguished Achievement in putting technology to work
for government and the citizens. Also, for the last two fiscal years we
have received the Certificate of Achievement for Excellence in Financial
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Reporting -- the highest honor in government financial reporting that an
entity can receive.

We are proud of our accomplishments in the area of accounting, but we
are still working, still developing, and evolving even better solutions to
make information even more accessible and understandable for
everyone.

The Controller’s Office is also responsible for managing and operating
the state’s shared technology resources. The responsibility is both
tactical and strategic. The strategic responsibility is managed through
our Information Resource Management section and is responsible for
preparing the statewide technical architecture for state applications and
communications to run on and for development of policies and
standards for the overall use of technology. We work with state
agencies in the development of their technology plans and prepare
statewide initiatives which are recommended to the Information
Resource Management Commission. This commission was a
recommendation of the Government Performance Audit and was
created by you - the General Assembly -- in 1992 -- attached statutorily
to the State Controller’s Office -- and has policy making authority for
the state’s information technology.

The tactical component for technology services is managed through
State Information Processing Services -- commonly referred to as SIPS.
We provide the infrastructure to operate the state’s business
applications. We provide the state’s computer center, the North
Carolina Integrated Information Network, Applications Development
Services, and Systems Integration Services. I would like to point out
that the SIPS side of our organization is a receipts-supported function.’
We charge for our services and go through a very detailed Business
Planning process annually to develop our budget and establish rates for
services. We are in that process right now for the 1997-98 fiscal year.

I would like to leave you with a couple of points. Some people look at

the two distinct areas of OSC responsibility and wonder how they are
related. Technology should not happen without a business justification;

February 18 - 19, 1997
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business must be the driving factor. However, once the business
function and objectives are clearly defined, technology can be a major
enabler to get the job done efficiently and effectively. I believe the
Office of the State Controller offers the right blend of business and
technology to help position the state to manage its operations.

You will hear through the course of our presentation today and
tomorrow about some key initiatives that the Office of the State
Controller is currently working on that have the potential to shape the
future direction of state government such as the Year 2000 Project,
Statewide Technical Architecture, and Statewide Connectivity. As we
move forward I want you to know that I am proud of the-Sfficeet-the

ae-CoRtaller a professional staff. We have a lot of challenges
before us, but working together, we can help lead North Carolina
forward. However, I feel I must share with you my concerns about
where we are today as a state with technology infrastructure and where
I see we need to be within the next two to four years. We are at a cross
road with four-way stop signs. Before we proceed we will need for
major policy decisions to be made by this General Assembly that will
give direction and support to technology development statewide at
every level of state and local government that will carry our efforts for
the next several years. We must have more long-term directives to
insure that we achieve both long-term and short-term success.

Now I would like to introduce Gwen Canady, Chief Deputy State
Controller, to talk about the OSC administration.

February 18 - 19, 1997
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Ms. Canady then introduced Mr. Don Waugh, Assistant State Controller who
went through the Financial Systems Division, Statewide Accounting System section of
the handout (pp. 33-46). He stated that his Division had 90 employees, and 10 vacancies
at the present time. In response to a question from Senator Kinnaird, he said that they did

indeed have a backup for all the systems.

The meeting adjourned at 9:50 to reconvene 15 minutes after the last session

adjourned in the afternoon.

Respectfuly submitted,
A S (alobir 20
Senator Ed Warren, Chairman Wilma Caldwell, Committee Clerk
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State of North Carolina
Office of the State Controller

Created in 1986 by the General Assembly, the Office of the State Controller (OSC) is an
organization that provides financial and technological services to state agencies.

A common thread across all OSC activities and services is the enterprise-wide business
focus to both financial and technological initiatives. The organization strives to execute
these activities with cost-efficiency and fiscal responsibility, both within internal
operations and the external services provided.

The OSC has four distinct functional areas:

Financial Systems Division (FSD)
Statewide Accounting Division (SAD)

Administration

* & o o

Information Resources Management Services (IRMS), which includes Information
Resource Management (IRM) and State Information Processing Services (SIPS)

FSD

FSD manages the North Carolina Accounting System (NCAS) in support of agency and
central management financial requirements. This includes design, development, client
support, and both technical and functional system administration of the NCAS. The
NCAS resides in a co-existent technical architecture and includes a client/server decision
support system that provides managers in state agencies and institutions current
budgetary and financial information, gives them the ability to perform trend analysis, and
view on-line individually customized views and reports of current data.

SAD

SAD provides leadership, guidance, and consultation in all accounting matters to state
agencies; and prescribes financial management policies. SAD is responsible for
establishing systems control to ensure that all financial transactions are entered, balanced,
and reconciled. SAD also provides monthly, quarterly, and annual reporting on the
state’s financial conditions.
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For the years ending 1994 and 1995, the State’s Comprehensive Annual Financial Report
(CAFR) received an unqualified (clean) opinion as a result of an independent audit by the
State Auditor’s Office. Also, for the second year in a row, the OSC received a Certificate
of Achievement for Excellence in Financial Reporting, a coveted award bestowed by the
Government Finance Officers Association of the United States and Canada (GFOA).

Administration

The OSC contains several units which provide administrative services for the department.
These service areas include: Fiscal Management, Personnel, Purchasing, Public
Information (including supporting the new public access requirements of G.S. 132), and
Internal Audit.

IRMS

IRMS is a new division which combines two previously separate units--IRM and SIPS--
under one administrative structure. This reorganization resulted from an internal audit
which was conducted in an effort to increase the efficiency of operations and better
respond to client demands.

IRM

The IRM section concentrates on strategic, statewide issues, policies, and procedures. It
assists agencies in developing state technology resources, and recommends statewide
technology strategy and policy. IRM also works with state agencies to develop agency
technology plans that are a part of the Performance Budgeting process. Since many of
the state’s programs and services are administered by local governments, the work of the
IRM is having a positive effect on local technology management. A new, legislatively
mandated area of responsibility for IRM is providing technical assistance to school
systems in implementing technology for educational purposes.

The IRM also provides staff support to the Information Resource Management
Commission (IRMC), a commission established by the NC General Assembly to
determine the state’s technology policy and strategy.

SIPS

SIPS is the tactical and operational arm of technology within the OSC. It is responsible
for the deployment of state technology and provides a full range of computing and
telecommunications services on a centralized, cost-shared basis. These services include:

¢ Telecommunications services including the operation of the statewide voice and data
communications networks

¢ Mainframe and client/server computing services including the operation of the state

government’s centralized, shared computer center for use by all agencies

Management of local and wide area networks (LANs and WANSs)

¢ System design and implementation assistance

2
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¢ System design and implementation assistance
¢ Applications development and support
¢ Support services in office automation and personal computers (PCs)

SIPS provides state agencies with responsive, competitive, and state-of-the-art
information management and communications services that fulfill operational
requirements, meet legislated responsibilities, and provide business solutions. SIPS also
provides assistance in the use of software that allows professional staff who are not
oriented to data processing to meet some of their own computing needs without staff
analysts or programmers. SIPS offers these services through four organizational

divisions:

State Telecommunications Services (STS)
Centralized Computing Services (CCS)
Distributed Computing Services (DCS)
Applications Development Services (ADS)

L K 2R 2R 4

OSC Major Initiatives for 1997-99

The OSC, as a result of its statutory roles and responsibilities, will undertake several
major initiatives during the 1997-99 biennium:

¢ Manage the enterprise-wide Year 2000 Conversion Project

Continue the evolution of the North Carolina Accounting System business
environment

Complete the Statewide Technical Architecture and Implementation Plan
Continue the evolution to an infrastructure that supports an open-architecture
Continue the Implementation of the Strategic Statewide Interconnectivity Plan
Continue the use of existing strategic outsourcing and explore new outsourcing
opportunities within the OSC '

L 4
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# Research and Compliance
% Cash Management

# Accounting Control

% Financial Reporting

% Central Payroll

% North Carolina Accounting System (NCAS) Model
% NCAS Implementations

% NCAS Client Support

o NCAS System Functional Administration

# NCAS Technical Administration

% NCAS System Security

Saement.Division
L
Policy
& Technology Leadership and Direction

* Technology Architecture

% Technology Planning

Operations
% Shared Computing Services

% Telecommunications Services
% Distributed Computing Services

o Applications Development Services

# Purchasing Services
¥ Fiscal Services
% Personnel Services

% General Administrative Support




NC Office of the

State Controller

OVERVIEW

Chief Deputy,State Co
0010000

Executive-Assistant.I:
001:0000-0000:69

Info. & Comm. Spec. I
5001-0000-0003-238

r

|

-Financial Systems -

tatewide Accounting

Administration

Information Resource Management Services

[ General Fund
[ Internal Service Fund

Assistant State Controller
5001-0000-0003-091

Personnel Officer
5001-0000-0003-500

Info. Sys. Director
5002-0000-0003-006
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N C Ofﬁ ce Of the Statewide Accountin
State Controller g

Statewide Accounting Division

8 General Fund
[ Intemnal Service Fund

L2Sd



NC Office of the
State Controller

Administration

OSC Fiscal Services Section

Assistant State Controller
5012-0000-0000-091

|

Accounting Manager Il
5001-0000-0003-399

C T —t - 1
Accountant i Accountant i Accountant | Accounting Specialist I
5001-0000-0003-543 5001-0000-0010-652 5001-0000-0000-271 5001-0000-0003-544
1 1 1 J M | l
Accounting Clerk V Accounting Clerk V Payroll Clerk V Accounting Clerk V Accounting Clerk IV

5001-0000-0010-649| |5001-0000-0003-560

5001-0000-0003-391

59 5001-0000-0000-334

5001-0000-0003-545

General Fund
3 Intemal Service Fund

1

Accounting Clerk Ii}
5001-0000-0010-646

3 9S0



NC Office of the
State Controller

Administration

Administrative Services Section

ASSISTANT SBTATE CONTROLLER
$001-0000-0003-091

DEPT. PURCHASING OFFICER IV
$001-0000-0003-381

PROGRAM ASSISTANT IV i
$003-0000-0003-485
FACILITIES MAIN. SUPERVISOR it] DEPT. PURCHASING AGENT RI DOCUMENTATION SPECIALIST INFORMATION CENTER MOR. | APPLICATIONS ANAL.PROG. SPEC. N COMPUTER TRAINING SPEC. RI .
$002-0000-0003-310 $001-0000-0003-382 $002-0000-0003-508 $005-0000-0003-248 $002-0000-0003-08 1 500%-0000-0003-528
l—_l_w“gg"wu MANAGER —|" ELECTRIGIAN B COMPUTING CONSULTANT | COMPUTING SUPPORT TECH | COMPUTER SYSTEMS ANALYST ||| DATA BASE SPECIALIST
$002-0000-0003-431 $002-0000-0003-547 $012-0000-0003-342 $002-0000-0003-394 $005-0000-0003-483 $004-0000-0003-290

SFTICE RESSTANTH MANTENANCE MECHANCHI || DEPI.PURCHASING AOENT i Il G
£002-0000-0003-474 5002-0000-0003-548 $001-0000-0003-397 : 000-824 4
STOCK CLERKN [ OENERAL UTILITY WORKER | [ COMPUTER SYSTEMS ADMIN. Ni |
$5002-0000-0003-023 5002-0000-0003-028 5005-0000-0003-3268

[ COMPUTER TRAINIO SPEC. 1 |

PROCESSING ABSISTANT NI OENERAL UTILITY WORKER
I $002-0000-0010-842 5002-0000-0003-027 . 5008 sore
PROCESSING ABEISTANT NI [ GEWERAL UTILTY WORKER |

[ sememomsen

Positions authorized not established = 1

General Fund
3 Intemat Service Fund

6950



NC Office of the
State Controller

Administration

SIPS Financial Administration

Assistant State Controller
5001-0000-0003-091

SIPS Financial Administrator
5002-0000-0003-426

Systems Accountant Il
5002-0000-0003-383

Computer Systems Analyst li|
5011-0000-0003-085

Positions authorized but not established = 1

General Fund
3 Intemnal Service Fund
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NC Office of the
State Controller

Personnel Services Section

Administration

Chief Deputy State Controller
5001-0000-0000-690

Personnel Officer Il
5001-0000-0003-500

. |

1
Personnel Tech Il

1
Personnel Tech. il

1

5001-0000-0003-392

5001-0000-0003-433

1
Personnel Tech. Il
5001-0000-0003-030

Personnel Analyst Il
65001-0000-0003-456

i
Personnel Assistant IV
5001-0000-0003-059

General Fund
3 Intemal Service Fund

119<0



NC Office of the

Information Resource
Management Services

State Controller

23 General Fund
[J internal Service Fund

Information Resource Management

Info Systems Director
5002-0000-0003-006

info Res. Mgmt. Officer
5012-0000-0003-000 .

Executive Assistant |
5012-0000-0003-468

]

Info Res. Mgmt. Officer
5012-0000-0003-371

Info Res. Mgmt Officer
5012-0000-0003-370

Office Assistant IV
5012-0000-0003-316

ystems Accountant Supv?
008-0000:0003.60

Planning Analyst:.

b,

Comp. Trgn. Coord. (SIPS)
5012-0000-0003-047

Office Assistant IV
5012-0000-0003-534

Quality Assurance Mgr.
5012-0000-0003-530

Computer Training Coord.
5005-0000-0003-171

Quality Assurance Mgr.
5004-0000-0003-142

2/ 9SO



NC Office of the
State Controller

Information Resource
Management Services

State Information Processing Services

Info. Systems Director
5002-0000-0003-006

Information Systems
Director IV
5001-0000-0003-490

Administrative Secretary Il
5002-0000-0010-607 |l
| | ] 7
Centralized Distributed Applications Development State
Computing Computing Services Telecommunications
Services Services Services

General Fund
3 Intemal Service Fund
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Centralized Computing Services

Info. Systems Director IV
5001-0000-0003-490

State Computer Ctr. Manager
5003-0000-0003-415

Administrative Secretary Il
| 5003-0000-0003-420

I
Data Processing Mgr. 1§ Systems Programming Mgr 1} Operations Mgr IV
5011-0000-0003-398 5003-0000-0003-149 5003-0000-0003-300
Capacity & Performance MGT

Positions authorized but not established = 4

General Fund
3 Intemal Service Fund

pISY)
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NC Office of the
State Controller

* Centralized Computing Services

Capacity & Performance Management

State Computer Cir. Manager
$5003-0000-0003-415

Capacity & Performance Management
5011-0000-0003-398
Data Processing Manager It

1 I 1 1
MICS/Biling Performance Management Capacity Management DB2 Performance
5003-0000-0003-374 Management
5011-0000-0003-404 5011-0000-0003-403 System Programmer || 5011-0000-0003-007
Applications Anal. Prog. tl Applications Anal. Prog. Specialist Pertf. Mtor. & Cap. Plan. 5004-0000-0003-013
Sr. Spec. Systems Programmer 111

5011-0000-0003-029
Applications Anal. Prog. Il

General Fund
3 Intemal Service Fund

BN,



NC Office of the

State Controller

Centralized Computing Services

Systems Programming

State Computer Ctr. Manager

5003-0000-0003-415
SP Manager Il
5003-0000-0003-148
L ]
Enterprise Systems On-Line Systems DataBase Systems
SP SUPV SP SUPV SPIll
5003-0000-0003-210 5003-0000-003-482 5003-0000-0003-546

MVS,RACF, Unix, TSO

VTAM,TCP/IP, NCP, CICS, IMS

DB2, Image, DLI, SYBASE

General Fund
(3 Internal Service Fund

SPIl

| 5003-0000-0003-215

SPHI
5003-0000-0003-484

SPit

—| 5003-0000-0003-373

L SPI

5003-0000-0003-513

SPill
5003-0000-0003-079

|| SPI

5003-0000-0003-075

SPlll SPH
5003-0000-0003-489 5003-0000-0003-235
SPi SPIl
5003-0000-0003-211 5003-0000-0003-221
SPH SPil
5003-0000-0003-020 5003-0000-0003-375
SPIl SPH
5003-0000-0003-271 5003-0000-0003-400
SPI SPIl
5003-0000-0003-372 5003-0000-0003-512

Sys. Prog. Co-Op SPil
5003-0000-0003-434 5003-0000-0003-542

SPIl
5003-0000-0003-401

SPIl
5003-0000-0003-261

]

SPIl
5003-0000-0003-080

9/ 9S50
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Centralized Computing Services
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NC Office of the

Information Resource
Management Services

State Controller

Distributed Computing Services

5001-0000-0003-490

llnlovm:ﬁon Systems Director NJ

5005-0000-0003-473

lAuplialiuns Systems Manager il

Offica Assistan! IV
5011-0000-0003-561
App Anal Prog Spedatist
5005-0000-0003-470

Systems integration Branch

App Arnal Prog Specialist I}
5005-0000-0003-551

—

Customer Support Center
Branch

Computer Ops Manager |
5005-0000-0003-307

Network Control .
Branch

Network Control Supvr Il
5007-0000-0003-218

Internet Services
Unit

] |
Technology Assessment LAN Supporl
Unit Unit

Computing Consultant It
5005-0000-0003-288

Network Control Tech!
5005-0000-0003-377

Network Control Tech Il
5007-0000-0003-334

__I

Network Control Tech Il
5007-0000-0003-258

App Anal Prog Specialisi 1l
50005-0000-0003-259

|

Appl Anal Prog Speciafist It
5005-0000-0003-103

Appl Anal Prog Specialist !l
5005-0000-0003-101

Appt Analyst Prognv Spec |
5005-0000-0003-501
Carmputing Consultant v
5005-0000-0003-015
Appl Analyst Progmr Spec
5005-0000-0003-102

Telecomm Sys Analyst Il
5005-0000-0003-558

_{

Telecomm Sys Analyst i
5005-0000-0003-515

Computer Systems Anat (it
5005-0000-0003-502

__[

Telecomm Sys Anatyst |
$005-0000-0003-504

App! Analyst Progmr Spec
5005-0000-0003-104

__[

Computing Consultanl iV
5005-0000-0003-018

Appl Analyst Progmr Spec
5005-0000-0003-105

_[

TelecommSys Analyst |
5005-0000-0003-503

Telecornm Sys Analys! |
$005-0000-0003-549
Appl Analyst Progmr Spec
5012-0000-0003-506

Positions authorized but not established = 2

3 General Fund
[ Internal Service Fund

Network Contro! Tech |
50050000-0003-209

Network Control Tech Il
5007-0000-0003-228

Network Control Tech I}
5007-0000-0003-320

Network Conbrol Tech )
5005-0000-0003-206

Network Control Tech Il
5007-0000-0003-229

Network Control Tech it
5007-0000-0003-537

Network Contol Tech |
5005-0000-0003-486

Netwark Control Tech (I
5007-0000-0003-024

_.I

Network Control Tech il
5007-0000-0003-217

Network Contol Techi
5005-0000-0003-207

Network Control Tech it
5007-0000-0003-257

Network Control Tech il
5007-0000-0003-539

Network Contol Tech |
5005-0000-0003-4 16

Network Contol Tech Il
5007-0000-0003-538

Network Control Tech Il
5007-0000-0003-031

Network Control Tech |
5005-0000-0003-376

Network Contat Tech il
5007-0000-0003-216

~ 11

Netwark Control Tech Il
5007-0000-0003-298

Natwork Control Tech
5005-0000-0003-208
Computer Training Spec Il
5005-0000-0010-610
Network Control Techt
5005-0000-0003-507

31950



NC Office of the
State Controller

Information Resource

Management Services

Applications Development Services

Information Systems Director IV

5001-0000-0003-490

Lﬁppﬁentm Sys. Manager f *l
$5004-0000-0003-294

Admin. Secretary ||
5004-0000-0003-357

Appl. Anal. Pgnr. Spec. It —‘
§012-0000-0003-048

I | I 1 | ]
r Developmert Team 1 l [ Development Team 3 ‘ L Development Team 5 j r Development Team 2 “ I Programming Technologias J ITt:mslbn Management Servbas]
_l Appl. Anal. Progn. Speistif J _| Computer Sys. Analyst NJ Computer Sys Analyst IV Computer Sys. Analyst IV I Data Base Administrator Deta Base Spedalist ]
§004-0000-0003-084 5004-0000-0003-144 5004-0000-0003-143 £004-0000-0003-282 5004-0000-0003-078 " 5004-0000-0003-088
Computer Systems Analyst Computer Sys.Analyst Il Computer Systems Analyst Il1 Camputer Systems Analyst Il J Computing Consultart V ‘I Analyst Programmer il|
—l 5004-0000-0003-24 "I 5004-0000-0003-151 l 5004-0000-0003-283 | §004-0000-0003-018 5004-0000-0003-251 5004-0000-0003-243 I

Analyst Programmer Hl Computer Sys. Analyst Il
‘I 5004-0000-0003-253 ' ‘l 5004-0000-0003-150 I

_I Appl. Analyst Progmer Spec | I
5004-0000-0003-284

_I Computer Sys. Analyst i1l I
6004-0000-0003-148

Analyst Programmer [1l ]
5004-0000-0003-082

l Data Base Araylst I
5004-0000-0003-529

| Analyst Programmer il l | Camputer Programmer il l
5004-0000-0003-266 W:;X!H!!)GJM)

_[ Analyst Programmer Il
5004.0000-0003-242 I

Computer Sys. Amaly. It I
6004-0000-0003-147

Analyst Programmer Il *l
5004-0000-0003-231

| Data Base Analyst I
5004-0000-003-330

B o s s g g

. Analyst Progrmr ] | Anglyst Programmer 11 | Appl. Analyst P i Analyst Programmer [t Consultant V . AN P . Speist 1)

""I Mmmmuggw ] 5004-0000-0003-245 ‘-IV mmmomﬂ;o —I 5004-0000-0003-230 $5004-0000-0003-287 I iWWMW1 I

__[ Computer Programmer i l __[ Analyst Progremmer il | _{ Analyst Programmer il | Computer Sys. Analy.Hif l Camputer Programmer 1 —l Analyst Programmer Il I
5004-0000-0003-285 $5004-0000-0003-275 5004-0000-0003-352 5004-000-0003-222 5004-0000-0003-380 5004-0000-0003-315
Computer S Analyst IV Computer Programmer (11 Computer ems An it Analyst Programmer 1 Analyst P n . Anatyst Progre (L

mmu%ﬁ 4 5004-0000-0003-289 ] f[ mg‘dbmﬂ’é“ l mmoooo;;a /l m-ﬁ%r;om ] i %mmmen I

I Analyst Programmer {lI | _I,-,,' ions Analyst Progr ﬁl Analyst Programmer 111 l Analyst Programmer Il ]
5004-0000-0003-351 5004-000-0003-295 5004-0000-0003-252 5004-0000-0003-019

Computer Programmer il -
_' 5004-0000-0003-293 l

Computer Systems Analyst Il
5004-0000-0003-017 I

_l Computer Sys.Analyst lil J
5004-0000-0003-354

LI Comprster Sys. Analyst ||J
5004-0000-0003-234

Compuer Systemns Analyst 11l ]
$5004-0000-0003-353

Positions authorized but not established = 5
Genera! Fund
[ Internal Service Fund

Applications Programmer (I
5004-0000-0003-379

Applications Analyst Programmer |
5004-0000-0003-237

L os0



NC Office of the
State Controller

Positions authorized but not established =8

General Fund
3 Internal Service Fund

Information Resource

Management Services

State Telecommunication Services

Information Systems Director IV

5001-0000-0003-430

State Telecom. Director
5007-0000-0003-555

Admin. Secretary It
5007-0000-0010-644

Telecom. Eng. Supvr.
5007-0000-0010-640

St. Telecom Asst. Dir.
5007-0000-0010-637

Comp. Netwk. Mgr. I
5006-0000-0003-140

or S0



NC Office of the
S ta te COn tl’ OI I er State Telecommunication Services

Computer Network Services

State Telecom. Director
$5007-0000-0003-555

State Telocorm, Asst Director
$007-0000-0010-837

Computer Network Manager. |) l rmmmmmmmul Network Cortrod Supervisor |1 I
New Posfion $007-0000-0003-118 5007-0000-0003-532 5007-0000-0003-516
Telecom, Sys. Anatyst I} __I mmm sy- Ammt " | Telocom, Sys. Analyst | |__| Teheom m Analyst | l mmm Equp Te mm _I Telecom. Equip, Tech. i1}
| $007.0000-0003-533 | 5007-0000-0003-356 0003535 | }- $007-0000-0003-299

l Telecom. Sys. Aratyst 1)
$007-0000-0003-524

W Ee

Telocom. Sys. Anaist |
$007-0000-0003-037

Office Assistent |
$007-0000-0003-432

HE

‘l L Telecom. Equip, mn "
$007-0000-000:

Telecom. Equip. Tech. Il
$007-0000-0003-323

|
.

I' Telocom. Sys. Anslyst |
£007-0000-0003-388

l___{ Telecom, Sys. Anatyst | —]
$007-0000-0003-038

r Telecom. Sys. Analyst |
5007-0000-000:

Telecom. Sys. Anatyst | ]
3388 I-‘“| 5007-0000-0003-519

| Telecom. Sys. Anstyst 0} Conp. Consult. V
New Position s&’u';m-uoo;ui}'q 5007 -0000-0003-559 l

Telecom. Equip. Tech. Ill
5007-D000-0003-297

Telecom. Equip. Tech. 3l
5007-0000-0003-032

Teleom, Equip, Tech. 1l
$5007-0000-0003-034

W___[ rmmeqw Te Al

Telecom. Equip. Tech. Il
5007-0000-0003-03%

St Telecom. E

ngneel
New Position mrmamu 14

|
|
|

Sr, Telecom. Engineer

HNew Posifon 5007-0000-0003-113 l_

1205/



NC Office of the
S ta te COn tl’ OI I er State Telecommunication Services

Transport Network Services

State Telecom. Director
50007-0000-0003-555

Tetecom. Eng Supv. ( Telec. Netwk. Mgr.)

5007-0000-0010-640

Office Assistart il
5007-0000-0003-517 [

{

]

Telecom. Engineer
5007-0000-0003-038

Telecom. Engineer Telecom. Analsyt Il Telecom. Analyst 1l
5007-0000-0003-366 5007-0000-0010-638

5007-0000-0003-365

C

Network Control Tech |
5007-0000-0003-311

Adm. Asst. 1l ( Billing Supv.)
5007-0000-0010-624

General Fund
3 Intemal Service Fund

Processing Asst. V
5007-0000-0003-363

Processing Asst. V
5007-0000-0003-322

Adm. Asst | (Biling Operation)
007-0000-0010-632

Proc Asst. V
5007-0000-0003-364

Processing Asst. V
5007-0000-0010-633

Processing Asst. V
5007-0000-0010-614

Data Entry Operator
5003-0000-0003-389

Proc. Asst. V
§007-0000-0010-611

Procsssing Asst. V
5007-0000-0010-230

Processing Asst. V
5007-0000-0010-613

Processing Asst. V
5007-0000-0010-648

Processing Asst. V
5007-0000-0010-641

Processing Asst. V
5007-0000-0003-331

ve DS



NC Office of the
State Controller siate Telecommunication Services

Voice Services

State Telecom. Director
5007 -0000-0003-555

Telecommunications Analyst Supervisor
5006-0000-0003-140

established

Telecom. Eng. Supv.
§007-0000-0010-643

Office Asst. Il
5007 -0000-0008-027

Positions shown in beveled
boxes are part of the North
Carolina Information Highway

2 Positions funded,not

|

Telecom. Sys. Analyst |
5006 -0000 -0003-540

Telecom. Supv.
5007 -0000-0010-651

Comm. Ctr. Supv.
5007-0000-0010-600

Comp. Consult IV
5006-0000-0003-051

\

/

Telecom. Analyst (I
— 5006-0000-0010-617

Comm. Ctr. Operator
— 5007-0000-0010-608

Telecom. Engineer

)

N
Comp. Consuit. Iv
5006-0000-0003-056

Comp. Consult. IV
5006-0000-0003-053

)

Telecom. Engineer
5007-0000-0010-627

-

Telecom. Engineer
5007 -0000-0010-620

Telecom. Equip. Tech. Ill
5007-0000-0003-531

Telecom. Engineer
5007-0000-0010-647

Telecom. Analyst (I
— 5007-0000-0010-630

Comm. Ctr. Operator
| 5007-0000-0010-612

Telecom. Analyst H
I 5007-0000-0010-619

Comp. Consuit. IV
5006-0000-0003-541

)

Telecom. Analyst il
I 5007-0000-0010-631

Telecom. Analyst I
I~ 5007-0000-0003-550

Telecom. Analyst |
— 5007-0000-0003-039

]| 5006-0000-0003-058
N\ Telecom. Analyst |} Comm. Ctr. Operator
N [ 5007-0000-0003-367 | 5007-0000-0010-609
Telecom. Engineer Comp. Consult. IV
—1 5007-0000-0010-654 —-[[ 5006-0000-0003-050
/ Comp. Training Spec Il Comm. Ctr. Operator
5007 -0000-0003-536 5007-0000-0010-623
Telecom. Analyst il
— 5007-0000-0010-655

2AMISY,
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Office of the State Controller
Funding Sources Supporting OSC Business Operations

OFFICE OF THE STATE CONTROLLER

GOAL: The Office of the State Controller (OSC) is responsible for the
accurate and complete accounting and financial reporting for all state
agencies and institutions through the development and operation of the
North Carolina Accounting System, the cash management control system and
a central payroll system. In addition, the Office of the State Controller is
charged with leadership, planning and quality assurance for information
technology projects and the provision of direct operational services in the
areas of shared computing, telecommunications, systems integration and
application development.

GENERAL FUND B/C 14160
FUND 1000 State Controller

PURPOSE: The purpose of the Office of the State Controller with respect to
the subprogram of financial management is to properly safeguard the state’s
assets and ensure that financial information is timely, consistent, fully
integrated, easily accessible and accurate. To that end, the OSC prescribes
and maintains the North Carolina Accounting System along with its new
functional management reports, enforces the manner in which disbursements
are made, operates the state’s central payroll system and provides reliable
periodic financial reports including the State’s Comprehensive Annual
Financial Report. Special efforts will be concentrated on maintaining the
Certificate of Achievement for Excellence in financial reporting.

INTERNAL SERVICE FUND B/C 74160

FUND 7100 OSC Administration

PURPOSE: The purpose of the OSC Administrative Services section is to
provide for the appropriate management support of other agency activities.
Administrative Services includes the personnel services, internal fiscal
control, public information, and the purchasing functions. Efforts will be
directed towards the compliance of state and federal laws and regulations
governing personnel, fiscal management and purchasing to ensure that the
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INTERNAL SERVICE FUND B/C 74160-FUND 7100 (Continued)

department operates fully within its administrative policies while providing
services to the clients of the department.

FUND 7200 Information Resource Management/SIPS Administration

PURPOSE: The purpose of IRM/SIPS Administration is to ensure the proper
management of both the SIPS and IRM sections within the Information
Resource Management Services Division. These two sections provide for the
planning for and delivery of technology services to state and local agencies
within North Carolina. Specific efforts will be directed towards the operation
of shared computing resources, the North Carolina Integrated Information
Network (including the North Carolina Information Highway), the
preparation of annual technology and business plans, the development of a
technical architecture and the implementation of projects designed to
investigate the potential use of enabling technologies in state government. In
addition, this fund is also responsible for specific administrative functions
such as facility management; central stores; financial administration;
disaster recovery; internal LLAN support; and, graphics and publications.
Support is also given to the Information Resource Management Commission,
the policy-setting body for information technology in state government.

FUND 7217 Centralized Computing Services

PURPOSE: The purpose of Centralized Computing Services is to provide
well managed, cost effective, state-of-the-art, shared computing services for
state government agencies. Specific efforts will be devoted to maintaining a
response rate of less than 3.5 seconds for production systems, 85% of the
time. Also, efforts will be focused on ensuring the availability of these
services during the planned hours of operation. To accomplish these
responsive services, the state will provide training for its system people in
the newest techniques of system tuning and operations.

FUND 7218 Distributed Computing Services

PURPOSE: The purpose of the Distributed Computing Services section is to
provide advanced technical assistance to state agencies in the
implementation and operation of multi-platform, multi-vendor technology
solutions designed to meet specific business and program needs. DCS also
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INTERNAL SERVICE FUND B/C 74160- FUND 7218 (Continued)

provides Internet services on a cost recovery basis for state agencies so as to
minimize the investments required by the individual agencies. In addition,
Distributed Computing Services operates the Customer Support Center,
providing support to SIPS clients seven days per week, 24 hours per day.
Support on hardware, telecommunications and applications is given, and
calls are tracked so that problems can be monitored and management
solutions implemented in partnership with the client agencies.

FUND 7224 State Telecommunications Services

PURPOSE: The purpose of the State Telecommunications Services Section is
to provide a state-of-the-art, telecommunications network for state and local
governments. Through the North Carolina Integrated Information Network,
services can be provided to all physical regions of the state at a level which
best meets the needs of the client, whether it is for basic telephone service,
cellular phones and pagers, standard data lines or for advanced broad band
telecommunications necessary for video broadcasts. Through the use of
competition and outsourcing, the goal is to provide the highest levels of
services at the least possible costs to agencies.

FUND 7225 NC Information Highway (NCIH)

PURPOSE : The purpose of this program is to continue to implement the
advanced broad band switched technology necessary for the simultaneous
transmission of voice, data, and video signals for state and local
governments. The Office of the State Controller is responsible for the
implementation and operation of the infrastructure of the NCIH which is
part of the North Carolina Integrated Information Network. How the
equipment is used to deliver services is the responsibility of the client
departments and agencies. Innovative uses of this technology include
distance learning, tele-medicine and correctional/jail usage such as holding
remote arraignments or hearings via the NCIH.

FUND 7228 Application Development Services (ADS)

PURPOSE: The purpose of the Application Development Services section is
to provide advanced, customized software solutions for state agencies to meet
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INTERNAL SERVICE FUND B/C 74160- FUND 7228 (Continued)

business problems. The agencies who use the services of ADS do so for a
variety of reasons, some because they are too small to support an application
development staff, some because they have a need to meet a deadline or have
a project with a short duration and are unwilling to add permanent staff, and
sometimes to obtain a skilled resource for a particular technology such as
imaging or voice-response. In addition to its own staff of trained application
developers, ADS also is responsible for the operation of a multi-year term
contract for consultants who are available for state agencies’ use when
required. The use of the term contract minimizes the time required by the
participating agencies in the bidding process, but maximizes the quality of
the people assigned to the state’s projects.
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OFFICE OF THE STATE CONTROLLER

FISCAL DATA
' CONTINUATION BUDGET

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED ~ RECOMMENDED RECOMMENDED
GENERAL FUND BIC 14160
TOTAL REQUIREMENTS $19,626,075 $20,175,619 $15,910,876 $15,914,200
RECEIPTS $3,282,841 $823,650 $73,650 $73,650
APPROPRIATION $16,343,234 $19,351,969 $15,837,226 $15,840,550
INTERNAL SERVICE FUND BIC 74160
TOTAL REQUIREMENTS $102,683,274 $125,149,916 $125,171,685 $125,196,201

RECEIPTS

FUND BALANCE

$103,573,618

$890,344

$112,472,077

($12,677,839)

$125,171,685

$0

$125,196,201

$0
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OFFICE OF THE STATE CONTROLLER
FISCAL DATA '
CONTINUATION BUDGET

POSITION HISTORY

1995-96 1996-97 1997-98 1998-99
ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
GENERAL FUND B/C 14160
NUMBER OF POSITIONS 113.00 105.00 105.00 105.00
INTERNAL SERVICE FUND B/C 74160
NUMBER OF POSITIONS 320.00 353.50 353.50 . 363.50

TOTAL 433.00 458.50 458.50 458.50
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Office of the
o | State Controller

1997-98 Recommended Total Requirements by Program Area
$ 141,08 million

General
Government
$141.08 million

Objectives

General Government Program Area

« Properly safeguard state assets and ensure that financial, accounting and budgetary information is timely,

Financial
Operations consistent, fully integrated, easily accessible, and accurate through the full implementation of the North
(PIPB 0550) Carolina Accounting System (NCAS) by 1997.

» Study the benefits of expanding the Customer Support Services System to other state applications and
support organizations for clients of State information Processing Services (SIPS).
« Continue the deployment of the North Carolina Integraled Information Network, with rates and service
offerings compelitive with those seen in other state governments.
Information « Continue the implementation of the North Carolina Information Highway (NCiH) (dependent on action by the

Technology & General Assembly).
Telecommunica-  ,  Eg yre that the availability for all state production systems executing on the SIPS Centralized Computing
tions Services Center is in excess of 99% during all scheduled hours of service.

Management

(PIPB 0640) « In order to maintain an expected level of service for clients of the Centralized Computing Services Center,

SIPS will ensure that the response time for all state production systems execuling on the mainframe

computer is less than 3.5 seconds, 85% of the tlime.

« Write, publish, and disseminate a Technical Architecture by the end of 1987 which will provide a roadmap for
state and local agencies lo follow as they implement new technical solutions to service delivery or
management problems.

« Monitor and manage the Year 2000 conversion effort for state agencies in accordance with Special Provision

14.1, "Reserve for the Year 2000 Conversion of the State's Computer System” in the 1836 Approprialion Bill.




GENERAL FUND

Budget Code 14160
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OFFICE OF THE STATE CONTROLLER : .

GENERAL FUND B/C 14160

FUND 1000-OFFICE OF THE STATE CONTROLLER

The purpose of the Office of the State Controller with respect to the subprogram of
financial management is to properly safeguard the state’s assets and ensure that financial
information is timely, consistent, fully integrated, easily accessible and accurate. To that end,
the OSC prescribes and maintains the North Carolina Accounting System along with its new
functional management reports, enforces the manner in which disbursements are made, operates
the state’s central payroll system and provides reliable periodic financial reports including the
State’s Comprehensive Annual Financial Report. Special efforts will be concentrated on
maintaining the Certificate of Achievement for Excellence in financial reporting.

Objectives:
¢ Prescribe and maintain the Uniform State Accounting System including a statewide
standards and procedures, and supervise accounting system changes necessary for control

and financial reporting.

¢ Maintain complete, accurate, and current financial records and balances for all funds and
accounts.

¢ Prescribe and enforce the manner in which disbursements of the state agencies are made. .
¢ Operate the central payroll system.

¢ Maintain appropriation and allotment balance control over the state budget, and develop and
implement the state’s cash management policies and procedures.

¢ Prepare and submit monthly, quarterly and annually financial reporting on all funds and
accounts.

¢ Provide staff support to the Information Resource Management Commission, and manage
the state’s information technology, planning, policy and strategy, and quality assurance.

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED °* RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $19,626,075 $20,175,619 $15,910,876 $15,914,200
RECEIPTS $3,282,841 $823,650 $73,650 $73,650
APPROPRIATION $16,343,234 $19,351,969 $15,837,226 $15,840,550

NUMBER OF POSITIONS 113.00 105.00 105.00 105.00 ‘
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North Carolina Accounting System (NCAS)

Financial Systems Division
Statewide Accounting Division




North Carolina Accounting
System (NCAS)

What Are the Components ?

Statewide Accounting Policies

Statewide Accounting Procedures

Uniform Statewide Information Requirements

OSC Managed Core Accounting Software
Agency Accounting Subsystem Software
Cash Management Control System

Central Payroll System

PE IS0




North Carolina Accounting
System (NCAS)

Which Agencies are Included ?

* Primary Users (74 Agencies)
e General Government
 Human Resources

 Secondary Users
 Automated Monthly Update
e Universities
 Transportation
« Employment Security Commission
e Manual Annual Update

« Community Colleges
e Boards, Commissions, Others
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North Carolina Accounting
System (NCAS)

What is the Business Environment ?

Uniform Statewide Information Requirements

NCAS Core Systems

General Ledger
Budgetary Control
Accounts Receivable
Purchasing
Accounts Payable
Inventory

Fixed Assets

Project Tracking

Central Manager Systems

“ OSBM (BPS,BRS,SRS)
P&C (NCAPS)

State Property (FMS)

State Construct. (CPMS)

State Personnel (PMIS)

Treasurer Systems

OSC (Payroll)

J OSC (CMS)

u Agency Financial and Management Subsystems




North Carolina Accounting
System (NCAS)

How is the NCAS Supported ?

e State Controller
Strategic Direction and Policy Setting
o Statewide Accounting Division
Accounting Policy and Procedures Management
Cash Management & Central Payroll
e Financial Systems Division
System Design, Development & Implementation

Functional and Technical System Management

LE9Y



Financial Systems Division

Financial
Systems _

NCAS f NCAS ; NCAS System & }
Client ] Technical { Information |

Support Applications | Access

e s <o

Division Mission Statement :

The Financial Systems Division designs, develops, implements and maintains the policies, procedures and
software that form the North Carolina Accounting System (NCAS). It provides agency implementation,
functional and technical systems administration, client support, and maintenance of the NCAS. The NCAS
utilizes the Dun & Bradstreet Software (DBS) MARS/G "E" series financial software and includes the following
modules: General Ledger, Budgetary Control, Purchasing, Inventory, Accounts Payable, Accounts Receivable,
Fixed Assets, Project Tracking and Financial Controller. The NCAS provides information access through

the use of the mainframe based on-line real-time inquiries, DBS Information Expert (IE) report generator,

Report Management Distribution System (RMDS) on-line report viewing and printing, and client/server based
SmartStream Decision Support System.
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Financial Systems Division Functions

Financial

Systems
Division

NCAS Model
Development
Maintenance
Enhancements
Documentation
System Upgrades Plan & Testing
DBS Module Functions Support
Central System Process Control
NCAS System Balancing
NCAS Implementations
Project Management
Agency Operations Analysis
Agency Detail Design
Agency Implementations
Agency Training
Agency Impact Assessment
Post Implementation Reviews
Disaster Recovery Plan Management
Business Process Recovery

NCAS Client Support Systems
Vantive System Management
Voice Response Unit

Service Request Management

Statewide Help Desk Coordination

Central Files Management
Vendor File QA / Update
Item File QA / Update

Application Secunity Control

NCAS Documentation Maintenance

Training Development/Coordination

Training Scheduling

Records Retention

NCAS
Technical
Applications

¢y ptgim ey oo e et o ere e 2155 0 0 1 5

NCAS Application Software
Production Support
Technical Client Support
System Upgrades
System Maintenance
NCAS Data Base Administration
Tuning, File Sizing, & Dataframes
NCAS System Securnity
RACF & DBS On-line Security
System Libranies
Technical Disaster Recovery

NCAS System &
Information
Access 5

NCAS System Access
Agency Connectivity Support
NCAS Hardware Support
NCAS Information Access Tools
Production Support
Technical Client Support
System Upgrades
System Maintenance
Information Expert Administration
Report Distribution
Agency Reporting Support
Technical Disaster Recovery
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Statewide Accounting Division

STATEWIDE
ACCOUNTING
DIVISION

NCAS
CENTRAL

NCAS
AGENCY
ADMINISTRATION |

NCAS

FINANCIAL CENTRAL

PAYROLL

COMPLIANCE REPORTING

Division Mission Statement :

The Office of the State Controller (OSC) has the responsibility to operate the North Carolina
Accounting System (NCAS). The Statewide Accounting Division is responsible for the day-to-day
policy and procedural control of agencies operating within the NCAS environment. The Division
establishes and provides systems control over the NCAS to ensure that all financial transactions
are entered, balanced, and reconciled. The division also researches technical accounting
standards and incorporates these standards into financial reporting on the State entity and provides
daily, monthly, quarterly, and annual reporting on the financial condition and results of operations of
the State entity. Another major responsibility involves the administration of the statewide cash
management program which includes statewide appropriation and allotment control. In addition,
the division operates a central payroll system, a Flexible Benefit Program and also provides tax
compliance, cost allocation and disbursing services to agencies.
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Statewide Accounting Division Functions

STATEWIDE
ACCOUNTING
DIVISION

|
NCAS
CENTRAL
COMPLIANCE

Respond to GASB Exposure Drafls,
Discussion Memorandum, efc.

Develop/Document Statewide
Policies/Procedures

Statewide Cash Management Plan

Agency Cash Management Plans

Coordinale Federal Cash Mgmt.
Improvement Act Requirements

Coordinate Cash Management/
Allotment Control System

Bonds/Debt Service Accountability

Flexible Benefit Plan

Agency Disbursing Services

Statewide Accounts Receivable

Indirect Cosls-Federal Funds
Maximization (SWCAP)

IRS Tax Compliance

Continuing Professional Education
Program

NCAS
AGENCY
ADMINISTRATION

NCAS Accounting Policy

NCAS Accounting Procedures

NCAS Chart of Accounts

NCAS Intemal Controls

NCAS Reporting Standards

Agency Accounting Assistance

Interface Agency Coordinalion

Statewide File(s) Reconciliation

Annual GAAP Conversion

Agency Annual Financial
Statements

CAFR Funds Compilation

NCAS Policy/Procedure Agency
Implementation Support

Interfintra Fund Transfer Control

Central System Process Control

NCAS
FINANCIAL
REPORTING

Monthly Statewide Reporting

Quarterly/Special Reporting

Annual Budgetary Report

Comprehensive Annual
Financial Report (CAFR)

CAFR Funds and Footnote
Compilation

Schedule of Federal Financial
Assistance

GFOA Certificate of Achieve-
ment Coordination

Research Technical Accounting
Standards

LAN Based Reporting System
Maintenance

Financial Trend Analysis

Asset/Liability Analysis

Program Cosls Analysis

CENTRAL
PAYROLL

Central Payroll Services
Monthly Payrolls
Additional Payroll Cycles
Deferred Income Options
Legally Mandaled Deductions
Authonzed Voluntary Deductions
Payroll Expenditure Distribution
Direct Deposil (EFT)
Payroll System Maintenance
Legislative, Admin., Tax Law
Changes
Organizational or Accounling
Changes
Reporting
IRS
Social Secunty Administration
NC Dept. of Revenue
Employment Security
Commission
State Agencies
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North Carolina Accounting
System (NCAS)

What Has Been Accomplished ?

e Departmental Accounting System Replaced

o July 1995 Statewide Implementation of NCAS
Core Financial Functions

 Uniform Chart of Accounts and Statewide
Information Requirements

Other Central Systems Remain Unchanged
Major Improvements to Financial Practices
Greatly Improved Information Access

Central Managers Have Statewide Information
for the First Time
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North Carolina Accounting System (NCAS) - History of NCAS Project Business,
T echnical & F inancial Environment
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Business Environment
+ General Ledger

» Financial Controller
» Budgetary Control

* Accounts Payable

+ Purchasing

+ Information Expert

Technical Environment
* Mainframe

« Information Expert (ad
hoc reporting)

Financial Environment

* General Government
Agencies r

« DHR/DEHNR

» OSC Controlled
Agencies

* Interface Agencies
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North Carolina Accounting
System (NCAS)

What Are We Doing Today ?

e Extended Financial Functions (EFF) Statewide
Implementation

Upgrade to Latest Release of NCAS Software

Conducting Agency Post-Implementation Reviews

Continue Expanded Use of SmartStream DSS
Continue Expanded Use of On-line Documentation
Complete CAFR Cycle Using SmartStream DSS

Daily Support for Client Base of 4000 Users
Expected to Grow to 8000 with EFF

APISO



North Carolina Accounting
System (NCAS)

CFF vs. EFF
Definitions

including;

- Standard Statewide Chart of
Accounts

- Online Inquiry

- Posted Entry Query

- Statewide reporting (e.g. BD701,
BD702, BD800)

- Cost allocation

|Financial Controller

All Functions Implemented

Budgetary Control

All Functions Implemented
- Available Funds File

- Budget transfers

- Journal Voucher entry

Accounts Payable

Approximately 75% of Functions
- Direct Invoice Entry

- Model Invoices

- Check Writing

- Check Reconciliation

- Online Inquiry

- Automated unencumbering of
PO and encumbering of AP

- Automated payment aging

Remaining 25% of Functions
- Automated Invoice Matching

{Purchasing

Approximately 25% of Functions
- Central Vendor File

- Central Item File

- Purchase Order Creation,
Maintenance and Inquiry

Remaining 75% of Functions

- OQuline Requisitioning *

- Online Requisitioning Approval *
- Requisition to PO Conversion *
-RFQ*

- Quotes *

- Online Receiving *

- Inspections *

* Each agency along with OSC will
determine whether the agency will
benefit from this functionality

Fixed Asscts

Fixed Assets available and in
production for all agencies

Inventory

Not part of CFF

Will be implemented on an as
needed basis only

Accounts Receivable

Not part of CFF

Not part of EFF

SmartStream
|Decision Support

5 SmartStream View and several
SmartStream Reports

Additional SmartStream View and
Reports will be made available

[information Experts

Approximately 500 reports (both
production and IE libraries (can be
run by users)

NCAS Information
Guide (SIG)

SIG contains all CFF information
that is pertinent to the agencies

SIG will be enhanced with EFF
Functionality
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North Carolina Accounting
System (NCAS)

Where Do We Need to Go ?

P&C Commodity Code Standardization and
Consolidation of Data Bases

Automation of Statewide Accounts Receivable

Program
Continue Evolution of NCAS Architecture

Continue Evolution of Business Processes
Cash Management Control System Integration
Central Payroll (Human Resource) System Upgrade

Implement an Effective Central Manager Information
Access Strategy
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Internal Service Fund

Budget Code 74160
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‘ INTERNAL SERVICE FUND - BUDGET CODE 74160

FUND 7100-OSC-ADMINISTRATION

OSC Administration provides administrative services that enhance the OSC’s ability to
provide effective statewide leadership, fiscal control, financial integrity, and information
technology management services. ‘
Included in this fund are:
e Purchasing - Purchasing all of the materials and contracts all of the services
for the OSC. A
e Fiscal Services - Provides the internal accounting functions for the OSC,
including budget management, accounts payable, accounts receivable, billing,
and OSC payroll.
e Personnel Services - Handles recruitment and selection, position management,
employee benefits, employee relations, and safety and health processes for the
OSC.

Major Initiatives for FY 1996-97
e Continue to strengthen the administrative, personnel, purchasing, and fiscal

functions of the OSC.
. e Expand administrative 'services to include training contract administration.
e Continue to expand and update the OSC administrative policies and
procedures.

o Establish a central contracts file for all OSC purchases.

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $1,841,227 $1,329,814 $1,329,575 $1,331,296
RECEIPTS $1,104,206 $1,329,814 $1,329,575 $1,331,296
FUND BALANCE (§737,021) $0 $0 $0
NUMBER OF POSITIONS 32.00 20.50 20.56 20.50
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INTERNAL SERVICE FUND - BUDGET CODE 74160 ‘

FUND 7200-IRM-SIPS ADMINISTRATION

This fund is comprised of two major components - IRMS Administration and the
Information Resource Management Division (IRM).

IRMS Administration oversees the processes, monitors the performance, and guides the
direction of SIPS and Information Resource Management (IRM). It is the executive
management section within SIPS and IRM, and is comprised of:

¢ The Offices of the Deputy State Controller for IRM and the Director of SIPS

¢ Financial Administration
+ Administrative Services including Business Recovery and Security Services

The IRM division establishes the strategic policy and direction for managing the state’s
information resources.

Major Initiatives for FY 1996-97

¢ Compare CCS, ADS, and STS costs and services to other government and ‘
private sector computer service providers.
¢ Develop the foundation for the state’s distributed multi-tier client/server
applications architecture by implementing three major capabilities.
¢ Determine the feasibility of utilizing more open and vendor-neutral
standards in the state’s technical architecture through pilot projects
employing the Distributed Computing Environment (DCE) standards of the
Open System Foundation (OSF).
¢ Begin implementing Information Delivery Capability (IDC) for managing
common database information regarding individuals and businesses.
¢ Develop a statewide data warehouse architecture that will be a subset of the
state’s technical architecture.
¢ Support new imaging services that are consistent with the state’s imaging
architecture and utilize open systems standards.
¢ Support the evaluation and implementation of appropriate middleware and
computerized interfaces that will allow access between client/server
applications and mainframe databases, and comply with the state’s
technical architecture standards.
¢ Expand the core components of the state’s technical architecture.
¢ Develop and implement a statewide strategic training plan to enable
managers, technical professionals, and end-users to capitalize on the new
technologies and the envisaged state architecture. ‘
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Continue the departmental strategic planning process for technology using
the state methodology and automated support tool.
Continue to develop a state-level LAN management and support strategy.
Continue to develop a state-level security strategy.
Develop the biennium statewide information technology strategy to submit
to the General Assembly.
Evaluate and implement unified management and support of multiple
distributed and centralized production servers.
Implement a statewide term contract for cost-effectively procuring RISC-
platform application servers to use with the state’s new distributed
technical architecture.
Explore statewide software licensing options down to the desktop level,
and hardware leasing plans for evolving technologies.
Develop a technology outsourcing strategy to systematically evaluate
current services and determine potential projects.
Develop and implement a desktop training contract to give agencies greater
access to vendors and locations.
As the statewide technology strategy and architecture develop, contract
education and training services to help managers and staff utilize the new
technologies.

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $3,740,342 $8,131,793 $8,141,224 $8,144,638
RECEIPTS ' $3,720,409 $8,131,793 $8.1A1 ,2'24 $8,144,638
FUND BALANCE ($19,933) $0 $0 $0

NUMBER OF POSITIONS ' 30.00 46.00 46.00 46.00



DSC st

State of North Carolina
Office of the State Controller

Strategic Redirection
for the State of North Carolina’s
Year 2000 Efforts

February 1997



osC s2

Strategic Redirection
Sfor the State of North Carolina’s
Year 2000 Eff;

Why must we redirect this project?

The Year 2000 Conversion Project is being redirected to approach Year 2000 activities from a Statewide,
enterprise perspective. Given the criticality of the Year 2000 problem to the state as a whole and the
cross-agency system interdependencies, a statewide approach is the only logical methodology to
follow during this project. The specific authority given to the OSC for the Year 2000 project is
contained in House Bill 53, Section 14.1, “The Office of the State Controller shall include in its charges
for data processing services costs of converting computer applications to operate properly at the turn
of the century. The Office of the State Controller shall develop procedures for managing the year 2000

conversion.”

The approach outlined in this document will sharpen the state’s focus on critical business needs and
offer a stronger framework for intra-agency and inter-agency coordination. To achieve collective
success requires significant up-front planning in addition to careful execution. A statewide Year 2000
assessment and management effort is the only way to effectively prioritize business goals, focus scarce
resources, leverage knowledge and tools, and boost productivity. In short, the efforts must be well
planned and controlled because costs to fix the problem are going up, the resources available are
scarce, and time is running out.

Who is responsible for fixing Year 2000 problems? .

The state as a whole! This is a business problem that requires executive level leadership and support
throughout each organization to mobilize a collective and effectivé effort. The OSC/IRMS will provide
leadership and a focal point for the management of this critical activity.

What is the OSC/IRMS role in Year 2000 efforts?

The goal of the dedicated OSC/IRMS is to ensure that each agency will have the comprehensive
resources needed to complete successful Year 2000 conversion projects. Assessment and project
management activities will be critical to properly identify and resolve the implementation issues. The
OSC/IRMS must offer proactive, up-front leadership, support and guidance rather than after-the-fact
quality assurance. :

The OSC/IRMS staff is adding resources to a statewide project team to perform/lead the following
activities:

Statewide, enterprise project planning and analysis

Statewide project management and status reporting

Enterprise-wide recognition of business impacts and risks to the state as a whole

Cross-agency system assessments in preparation for detail conversion efforts

Prioritization of projects with conversion, retirement, replacement, re-hosting, or outsourcing
strategies

Conversion tools and test environment development and maintenance, and I

e Conversion planning and outside resource assignment/administration
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Strategic Redirection
for the State of North Carolina’s
Year 2000 Efforts

OSC/IRMS will work to define and understand the system conversion problems and risks, prioritize
the enterprise mission critical applications, and quantify the consequences of non-compliance at a
Statewide level. The OSC/IRMS will lead assessment activities, provide technical support to agency
teams, coordinate resource and funding requirements, and facilitate cross-agency system
interdependency understanding. The OSC/IRMS will also develop estimating models to make sure
the state is accurately anticipating and communicating the cost of becoming Year 2000 compliant.

What is an agency’s role?

Agencies will be involved in the entire process. The OSC/IRMS will work with agencies to determine
needed outside services from the Year 2000 convenience contract in order to complete the work efforts
outlined in the Master Plan assessment. With the assistance of the OSC/IRMS, the agency team will
need to perform the following tasks:

Work with OSC/IRMS to evaluate Year 2000 project plans and overall assessments

Detail assessment of current systems from a business perspective and a technical perspective

Implement standard change management plans and training plans for users

Provide state staffing plans to complement outside resources

In conjunction with the OSC/IRMS, present planning and status reports to agency executive

management

Manage system analysis and design activities

e Manage conversions and with sufficient outside resources implement programming, database,
interface, and datafile changes

* Maintain agency project workplans

What is the Year 2000 Conversion Process?
The year 2000 project is divided into the following project methodology phases:

e Assessment Phase - systems are analyzed for Year 2000 date impact, costs refined, system
options chosen, and conversions prioritized from the statewide and agency perspective.

¢ Planning and Preparation Phase - standard workplans are developed to implement the Year
2000 conversion, resources are assigned and estimates confirmed, and the statewide technical
infrastructure for supporting Year 2000 implementation efforts is implemented.

¢ Implementation Phase - complete application changes are designed, implemented and tested
utilizing the standard statewide procedures.

e Project Management - project planning, management and statewide coordination.

The Assessment phase is divided into two segments: a Master Plan segment and a Project segment. In
the Master Plan segment, the OSC/IRMS will work with agency functional and technical personnel to
further define the scope of the Year 2000 compliance conversion and testing effort from a Statewide
perspective. This is an important activity, as it will help the state set strategic business and technology
priorities from an overall state perspective. Understanding the failure dates and the impact of system
failures on critical State programs and operations is a very important part of recognizing and planning
for the Year 2000. With this information in hand, the OSC/IRMS can prioritize the allocation of
resources to those systems that will have the greatest impact on the State’s ability to conduct the
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Strategic Redirection
for the State of North Carolina’s

Year 2000 E.

citizen’s business. The OSC/IRMS will establish an estimating model that will allow an understanding
of the total cost that may be incurred to bring the State to Year 2000 compliance.

During the planning and preparation phase the team will establish a common definition of the tasks,
standard conversion processes, identify available automated tools, and milestones required in the Year
2000 effort by each agency and the related outside resources. This will allow more effective conversion
efforts and foster communication within agencies and when systems have cross-agency impacts.

In some cases, upgrading a system to be Year 2000 compliant may not be the most effective way to
address the Year 2000 issue. System replacement, functionality transfer to other systems, re-hosting
applications or outsourcing certain functions are alternatives that might be considered given the time
constraints being faced. The team must be flexible in how this issue is approached, with the ultimate
goal being no interruption in program services, and a secondary goal of providing additional
functionality or benefit to the State from the significant amount of funds that will be required to
address Year 2000 issues. ’

In the Implementation phase, the OSC/IRMS will work with agency staff and/or outside services to
confirm the Master. Plan estimates, to complete the specific application planning activities, and to assist
in the implementation conversion efforts as needed.

perspective and will be supplemented at each agency by the conversion teams implementing specifi

Project Management for the Year 2000 effort will be performed by the OSC/IRMS from a statewide ‘
application changes.

A view of the roles and responsibilities for specific project task is highlighted in the table below as
indicated by High, Moderate, or Low Involvement:

OSC/IRMS Agency Conversion
Task Area Project Project Outside
Team Team Resources
Strategic Assessment and Project Scoping High Moderate Low
Awareness/Education High Moderate Low
Project Management High High Low
Inventory of Applications/ Impact On Programs High High Moderate
Examination, Analysis and Solution Design Moderate High High
Modification Low High High
Unit Test Low High High
System Test Low High High
Integration/ User Acceptance Test Low High High
Quality Assurance Reviews High Low Low

Coordination and knowledge sharing within and across agencies will be critical for project success.
Each agency must have an executive sponsor and a Year 2000 Project Manager/Contact to work wi

the OSC/IRMS.

L
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Strategic Redirection
for the State of North Carolina’s
Year 2000 Efforts

What has been done to date?

The OSC/IRMS has developed procedures for agencies to request funding to assist them in their Year
2000 implementations. The components of a test environment are being identified, and tools are being
analyzed and selected. An RFP has been issued to qualify vendors to assist in Year 2000
implementation activities, and the responses are currently being evaluated. At the agency level,
information systems personnel are working to understand the impact of Year 2000 on their systems.
Most agencies are affected, and many have started assessment and planning work. The next steps
involve implementing plans for coordination at a statewide level to ensure that the state is well
positioned to provide program services into the 21st century.

How does this approach relate to the recent RFP for outside services assistance on Year 2000

problems?

The Statewide project team will perform assessment work and deliver documents to help each agency
assess their critical needs, create a coherent strategy, prioritize their efforts, and obtain appropriate
funding. The RFP seeking application conversion assistance will be used, as originally planned, to
acquire resources to perform specific agency application conversions. The efforts of the OSC/IRMS
will be leveraged to move this process forward more efficiently. All Year 2000 activities will be
planned, monitored, and confirmed by the Statewide project team.

When will the coding and implementation begin?

Fixing year-2000 problems as part of a standard technology project or an ongoing maintenance effort
may, at first, seem like an effective option. However, such an ad hoc approach lacks strategic vision
and is unlikely to account for critical business priorities. Ad hoc approaches are also unlikely to cover
all relevant source code and interfaces before applications begin to fail.

All Year 2000 activities will be planned, monitored, and confirmed by the Statewide project team. To
foster cooperation and communication, the OSC/IRMS will offer assessment, management, and
technical support. Reviews of efforts that are presently underway will be quickly performed, work
with each organization to add statewide support and outside resources to specific agency conversions,
and strategically monitor agency system dependencies.

What can my agency do to get ready? How can we keep moving forward?

The task with the highest priority from a statewide perspective is to more accurately define the extent
of the problem the state is facing and begin the process of converting systems to Year 2000 compliance.
The OSC/IRMS will immediately begin to solicit additional information from each agency to
supplement data that has already been gathered so that a statewide strategic assessment can be
prepared. Agencies must continue to develop the information necessary to insure an effective
assessment. The assessment will begin by compiling a complete application inventory for the state.
For each application, it will need to be determined if the application is at risk for Year 2000 failure.

A cross referencing of each application against agency program functions is required to understand the

impact of potential system failure on the agency organization and the public it serves. Concrete

examples of system failures (e.g., assistance checks that cannot be created, etc.) will also be included.
Agency support and participation for this process is critical. Gathering this information will require

input from both agency technical and program personnel.
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Examples of typical questions that will need to be answered include:

What are the mission-critical business functions for your agency? Which systems support the
business processes for these functions? Are there manual or other automated workarounds for

your each business function? ’

Have you currently encountered any Year 2000 problems? If so, have they been corrected?

Do your systems do any future date processing? If so, on what date do you expect the system to
begin processing date information incorrectly?

Do you have a Year 2000 task force (a group of people organized to analyze and solve any Year
2000 problems) at your organization? Do you know who your primary contact for Year 2000

questions and issues?
Do you have complex, agmg systems that no longer meet your business needs with Year 2000

problems?

For each of your systems,

What are the current DASD requirements for each systeﬁ\?

Do you have a systems flow and/or maintenance documentation?

Is the source code readily available for these systems? Compile JCL?

What are the date horizons (largest date the system can handle) on these systems? a’
Does the system handle the Year 2000 and beyond" Do you have a plan established to identify
correct the problems?

Does testing data/documentation exist for the system?

Is a testing region established for this system?

What is the primary programming language (Examples: Powerbuilder 4.0, COBOL II 4.0)?

What is the secondary programming language (Examples: Any procedure calls in language other
than primary)?

What is the operating system environment: (Examples: MVS/ESA 4.3, DOS 6.0. Include release

number)?
What is your best estimate of the number of modules in the system? Lines of code? Number of

users?

The OSC/IRMS is committed to moving quickly and effectively into the Year 2000 conversions. This
team is as committed to a statewide, enterprise strategy to solve the Year 2000 problem. With the
agencies cooperation this can be achieved. Please call the OSC/IRMS if you have any questions.
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The Scope The Problem

B 75% of systems may be noncompliant

m 2% to 6% of the lines of code are noncompliant

B Estimated costs for other states:
Florida -- $150M  Indiana -- $70M
Maryland -- $90M  Missouri -- $54M

m Attention and funding for this issue is required
for ongoing business viability:

“The alternative to addressing the year 2000 issue is going
out of business.”

-Kevin Schick, The Gartner Group
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The N.C. Business Issue The Problem

m Current N.C. Estimate for Conversion Effort $50 Million
--Estimate Derived Agency By Agency

--Great Need To Refine Estimates And Prioritize
Mission Critical Conversions

--Other State estimates suggest we are estimating low
m Scope: All Executive Branch Agencies

m Budget Status:

--$7.7 Million Allocated FY 96-97 by Special Provzszon
House Bill 53, Section 14.1, responding to OSC funding
request (not included in Governor’s Budget request)

--OSC Requesting $28.9 Million Next Biennium

m Statewide Program Management Will Drive The State To
A More Accurate Estimate
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What It Could Mean The Problem

B DHR supports over 100 automated systems and
approximately 50% are not currently Year 2000
compliant. Following are just two examples:

--Food Stamps System, beginning January 1998,
county workers will be unable to schedule
recipients’ recertification dates at a 24-month
period, benefits may be denied

-~-Eligibility System, beginning Nov. 1998, county
~ workers will be unable to establish eligibility,

tracking and recertification periods for 12-month

cases (30,000 TANF and Medicaid cases/month)
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What It Could Mean The Problem

B DCI, Wanted Person file, provides law

enforcement with fast access to individuals

with active warrants, failure of validation of
birth date and warrant date beginning
January 1, 2000.

B DMV, continuous insurance coverage

verification, unable to perform verifications
on motorists beginning January 1, 2000.

B DOT, Personnel and Payroll system, history
and status checks will cause 18,000 DOT

employees to not get paid beginning January
1, 2000. |
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Strategic Options

Our Approach

m Fix

B Re-host, use another system or outsource

m Replace
W Retire

B Already Compliant
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Organize for Success Our Approach
Deputy State Controller IRMS
Project Director
Year 2000
Steering Committee |
Year 2000 Project
Management
I
I I I 1
Year 2000 Agency Agency Agency
Project Office Team 1 Team 2 Team "N”
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Project Timeline (preiiminary) Our Approach

Assess E:I

Ngék
aster Pla

g

Plan &
Prepare

Implement

Project
Manage-
ment

QTR 1 2 3 4

1 2 3 4 1 2 3
1997 1998 1999
. OSC/IRMS Agencies B Conversion Outside

Services
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Year 2000 Success Factors

Lessons

B Program Management
m Strategic Planning

m Agency Executive Commitment and
Accountability

m Comprehensive Year 2000 Methodology &

Approach
m Effective Automated Tools
m Business Perspective
m Technical Skills
m Test, Test, Test

- 59 9S¢
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The Need for Interconnectivity Infrastructure .

Nearly all successful businesses, particularly the very large ones similar to the state, make
extensive use of the electronic information exchange for business, training, marketing,
communication, and more. Currently there is an explosion in the use of on-line services
by individual citizens to conduct business and to educate themselves and their children.
Technological changes such as the vastly increased power of desktop computers
connected by high-speed fiber-optic networks are dramatically changing not only the way
people work, but the very nature of organizations. These advanced network technologies
offer the capability for cost-effective communications among and between the state’s
employees and the state’s citizens and businesses.

Just as North Carolina’s well planned highway system provides tremendous benefits to
our citizens and has greatly facilitated our economic development, building a shared
vision and commitment to an electronic information highway system is now necessary to
ensure that the state appropriately benefits from advanced information systems
technology. A coordinated and cooperative approach to a comprehensive statewide
communications infrastructure will enable us, as a state, to accomplish this with less
éxpense, as well as improve the services of state and local government. In the absence of
this coordinated, structured approach, the state will be faced with the massive challenge
of bringing together the myriad of isolated local and regional networks that will
inevitably spring up in the absence of a state connectivity strategy. ‘

The state has the opportunity to take advantage of the experience of business and industry i
many areas. The ability to implement a “fast follower” strategy coupled with a statewide
broadband backbone offers both economic and strategic advantages for North Carolina.

Cohnectivity Vision

As previously pointed out, the use of advanced telecommunications can improve access
to the state and local governments information and services. Selective and prioritized
deployment of a statewide connectivity infrastructure will provide the best opportunity to
access a wide range of services. Recognizing the benefits an advanced
telecommunications system can provide, North Carolina’s has established the following
as its interconnectivity vision to be achieved by the year 2000.

STATEWIDE INTERCONNECTIVITY VISION 2000

North Carolina intends to implement and maintain an advanced telecommunications
infrastructure that provides electronic access and exchange of information needed by
North Carolina public agencies, citizens, and businesses, no matter where they live or
work. These communication linkages include data, voice, video, and image technologies.
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Developing an Interconnectivity Strategy

The 1995 General Assembly directed the State Controller to assess the costs, benefits and
effectiveness of the North Carolina Information Highway (NCIH). As an extension of the
NCIH assessment and evaluation, a Connectivity Steering Committee, representing the
various user organizations, was formed to assess the overall communications
interconnectivity needs of the state, and to develop appropriate strategies for best
addressing those needs. An objective of the Steering Committee was to present its vision
of a statewide connectivity strategy to the 1996 General Assembly, along with the NCIH

Evaluation Report

Phase I of a Statewide Connectivity Strategy was developed in 1996 for presentation to
the Information Resource Management Commission (IRMC) and the 1996 General
Assembly. The IRMC approved these interconnectivity strategies at its June 4, 1996
meeting. These connectivity strategies form the basis and the guiding set of principles for
implementing a telecommunications infrastructure that provides linkage to all segments
of the state, the nation, and the world.

Phase II of the state’s connectivity strategy is currently being developed by a
Connectivity Task Force for presentation to the IRMC and the 1997 General Assembly.
This phase consists of verifying the current applicability of the 1996 strategies and
documenting the plans and activities for assuring that these strategies are being
implemented.

Interconnectivity Objectives

The variety of information technologies available to the state will continue to increase and
the overall cost of information processing capabilities will continue to decline. These
trends will make it possible to further extend the use of computers and telecommunications
in state and local government to accomplish work faster, better, and more economically.
By defining and implementing the specific strategies that form the essential connectivity
building blocks, the state can ensure that an effective communications infrastructure will
result. Without such a defined pathway, the state will inherit a parchwork communications

system over the next 3-5 years.

The principal goal of state and local government is to serve the citizens of North Carolina
with needed programs and services that operate efficiently and perform effectively. A
well planned and managed statewide connectivity infrastructure will enable this goal to
be better accomplished by:
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¢ Providing government workers with easy electronic access to the vast stores of ’
information they need, including images and maps.

¢ Establishing the networks and interconnectivity necessary to enable any state or local
workstation to transfer information to any other state or local workstation.

¢ Establishing the capability to conduct electronic commerce with suppliers and
business clients.

¢ Establishing the capability for electronic access by citizens to government
information and services.

¢ Providing state and local government workers with the basic knowledge and skills
necessary for them to use information technology in an effective manner.

¢ Positioning the state and local government to be able to take advantage of new
opportunities for effectively using information technology by monitoring and
evaluating emerging technologies in a systematic manner.

¢ Encouraging the timely and effective use of information technology by state agencies
through the support policies of the IRMC.

Interconnectivity Principles

As a general framework for the state’s interconnectivity activities, the following
principles were developed as fundamental building blocks for a connectivity strategy:

¢ The general strategic direction should preserve and build upon the very substantial .
existing strengths of the state’s communications infrastructure, and specific strategies
should address providing government workers with electronic access to information,
and establishing standards and guidelines to ensure connectivity between using
agencies and among network services.

¢ A determination of benefits should focus on whether the strategies and technologies
deployed by the state will result in an affordable, interoperable, interconnected
statewide communication system in the next few years.

¢ A new statewide technical architecture has been developed based on enabling
agencies to acquire, or develop, flexible and adaptive systems that can respond
quickly to the changing business cycle. Likewise, a flexible strategy is needed to
guide the state toward establishing, modifying, and evaluating the benefits of its
communications connectivity.

¢ There should be a strong focus on the identification of the type of service (data, voice,
video, image) that meets the needs of the state agency/department that enables them
to more efficiently and economically meet their mission.
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The state’s connectivity strategy should incorporate:

¢ Consideration of a variety of telecommunications service and equipment
options, if each is inter-connectable and affordable,

¢ Comprehensive and simple electronic access to meaningful services and
applications by all state and local government entities,

-0 Extensive attention to negotiating the most effective pricing and management
arrangements so that this innovative communications mode is affordable and
addresses future customer needs promptly, and

¢ On-going input so that strategy updates and improvements occur, adjusting to
changes in technologies and in the state’s telecommunication needs.

Service Principles

North Carolina has adopted four key principles for its network service delivery to assure
that the statewide concept is maintained when planning and deploying telecommunication
services; that rural and remote areas of the state are offered competitive rates; and that
overall state expenditures are optimized.

’

Universal Service - Network access to all parts of North Carolina.

A role of government is to ensure fair access to government services and resources
regardless of geography. This is true with network access as well. The state’s
connectivity infrastructure must offer convenient access for all individuals regardiess
of their geographic location.

Equalized Rates - Same usage rates regardless of geographic location.

Fair access to government services is facilitated by establishing equal rates for those
services. It has been a long standing state policy to charge the same price for using
telecommunications services, even at remote locations that are more expensive to
serve. Broadband connections in rural areas can cost twice as much as the same
connection in a non-rural area. Therefore, the state’s concept of Universal Service
and Equalized Rates provides access to an advanced communications network at a
lower cost than they would otherwise obtain.

Shared Resources - Elimination of duplication and assurance of interoperability.

Resource sharing is the most cost-effective method of acquiring communication
services. North Carolina telecommunication service rates are among the lowest in the
nation. By combining the state’s telecommunication requirements, especially for
wide area networking, agencies are able to significantly reduce the cost of
communicating due to the bulk purchase of transport capacity combined with the
shared operation, maintenance and management of the complex resources.

Equally important, the shared resource concept facilitates compatibility and
interoperability. The interoperability of all state government systems is absolutely
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necessary. As the communications infrastructure becomes increasingly sophisticated ‘
_and interconnectivity and interoperability is achieved, the distribution of data critical
to the enterprise becomes possible and practical.

¢ Public/Private Partnership - Capital outlay is made by the private sector and the
usage base is provided by the state

The private sector must have primary responsibility for providing the basic transport
facilities for the state’s communications services. This will minimize the capital
expenditures for the state as well as assuring the on-going availability of ubiquity and
capacity of current, cost-effective technological services and products. By using its
bulk buying power through a competitive procurement process, and by serving as an
‘anchor tenant’ for large network initiatives the state can influence the development
and deployment of new technologies offered by the private sector.

Service Segments/Application Needs

Involving current and potential users is important to ensure general agreement about what

services the network should provide and priortizing these services. If the system does not

meet the needs of the anticipated users, deployment will be slowed and costs will be

increased for those who are using the system. In assessing the needs of North Carolina

for optimally interconnecting state and local entities, it is apparent that there is a .
tremendous diversity of application needs and requirements among the present and

potential users of the state’s telecommunications services. In addressing statewide

interconnectivity needs, it is helpful to consider the various types of users and uses of

these services. Following is a summary of the predominate service and application

segments that must be served by the state’s communications infrastructure:

Education Segment - Distance Learning is viewed by many as the way to bring about
significant improvement in education. Key advantages include providing equity for
remote, rural, and low-wealth district students; expanding curriculums beyond local
district and faculty ability and expertise; and improving teaching quality and student
performance.

Health Care Segment - The primary community health care and telemedicine network
applications address both the improvement in health care and delivery, and the
management of cost of health care services.

Criminal Justice Segment - North Carolina is in the early phases of developing and
implementing a statewide Criminal Justice Information Network (CJIN). This network
will link local, state, and national criminal justice agencies and give enforcement officers
immediate access to criminal information.
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Economic Development Segment - Comprehensive statewide connectivity offers many
potentials for increasing economic development in North Carolina ranging from
providing a skilled workforce to geographic information systems (GIS) for recruiting new
industry.

State/Local Government Segment - An information superhighway offers the opportunity
to connect agencies and communities, thus improving government operations, and public
access to government information and services.

Connectivity Strategies/Principles

A number of strategies were developed by the Connectivity Steering Committee and
approved by the IRMC to facilitate the state’s movement toward meeting its
communications interconnectivity needs and goals. These are listed in the following eight
strategies. Implementation of several of the strategies are already underway.

Strategy 1 - Connectivity funding by the General Assembly should focus primarily on a
- statewide infrastructure investment. '

Building a comprehensive state connectivity infrastructure should be the starting point for
General Assembly technology funding. FY 1996-97 funding by the General Assembly
for the state infrastructure consisted of additional capacity for the statewide transport
backbone, and regional network concentration hubs that connect to the backbone

It is envisioned with a state funded infrastructure in place, agencies would then justify
and fund their applications that operate locally within a LATA using the regional hubs,
and use the statewide backbone for services that go beyond the LATA boundaries..

Strategy 2 - Provide a menu of affordable connectivity options.

As large and diverse as North Carolina’s state and local governments are, communication
needs will vary greatly. A connectivity strategy needs to assure that a variety of forms of
communications options are available through an integrated statewide
telecommunications network for users to subscribe to based on their information needs
and budgetary constraints. It is essential that these options provide interoperability from
one service to another so that as a user’s requirements change, different and more
appropriate options can be selected without costly rework or reengineering.

State funding of connectivity initiatives should allow the flexibility for users to select the
most appropriate and affordable options for their needs. Any agency should be able to
spend monies on new technologies that can justify it within the connectivity strategy as
approved by the IRMC.
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Strategy 3 - Provide necessary staff to support user community.

Business and industry have repeatedly demonstrated that the key to a successful
implementation of communications technology and services is a knowledgeable support
staff. Their experience has proven that this is the most cost-effective way to ensure that
real needs are met and that the capabilities are fully exploited in the shortest possible
time. A component of the central communications service organization (i.e. Office of the
State Controller, State Telecommunications Services Section) must include a staff that
assists new and existing users in making the appropriate technology selection and solving
technological and operational problems. The skill sets and assigned responsibilities for
this staff includes service awareness, applications consultation, technical consultation,

and help-desk support.

Strategy 4 - Provide strategic direction from an overall state perspective, but allow
access flexibility and control at the local level.

Network growth is primarily precipitated by local initiatives. The best connectivity
infrastructure for today’s world is clearly defined interface standards to the state networks
with broad flexibility for local communication initiatives. Within the state’s approved
direction, the opportunity to build and customize individual local initiatives should be
supported. The state’s connectivity plan should focus on the concept of community
networks, where required, within an overall statewide infrastructure. This concept
provides for an access point to a statewide network within a political subdivision and
allows the political subdivision to provide access to the various points within the
community. Collaboration and sharing of network resources could be determined and
implemented as required by the communities.

Strategy 3- Establish regional network concentration hubs across the state.

The Office of the State Controller (OSC) must pay based on mileage for every circuit
used in the network. By establishing remote concentration hubs in each of the local
exchange carrier’s assigned transport area (LATA) in North Carolina, the OSC can
simultaneously increase the capacity of the network and reduce the cost for circuits
outside the Raleigh area. This will help reduce the overall rates for data service statewide
and help provide economical access to state data sources and to the Internet.

Strategy 6 - Adopt a roll-out plan for connecting K-12 public schools and community
colleges.: '

In the deployment of a state connectivity infrastructure, decisions have to be made
relative to funding priorities for the applications that can benefit from the state’s
communication infrastructure. Up front investment may be necessary to verify the
benefits, or to accelerate the benefits of proven applications.
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Because of the importance of making the benefits of easy and timely student access to
information resources anywhere in the world, the IRMC has approved a funding proposal
for connecting K-12 schools and community colleges. The IRMC believes that
implementation of this strategy will provide the greatest overall benefit for connectivity

infrastructure funding

Strategy 7 - Provide efficient and central capability for interstate and global
videoconferencing. ‘

Numerous technological approaches exist in today’s evolving videoconferencing
environment. In order for North Carolina to maintain interoperability with these
technologies it will be vital to provide reliable gateways to the other predominant
technologies. The implementation of these gateways will provide users of the state’s
communication services easy access beyond state boundaries.

Strategy 8 - Allow savings from network initiatives to go into a telecommunications
evaluation and testing fund.

A coordinated statewide communications infrastructure will result in a two-fold
advantage for the state: 1) overall cost saving for the state, and 2) the ability to deploy
and implement services that will directly contribute to more pervasive services across the
entire state. The ability to use a portion of these savings to evaluate and test new,
promising communications products, services and initiatives will result in further savings,
creating a multiplier effect.

Current Network Services

The state of North Carolina operates a web of interoperable, narrow and broadband
networks known as the North Carolina Integrated Information Network (NCIIN) and is
well positioned to meet its interconnectivity vision. There are no currently available
major commercial technologies that are not available through the OSC'’s State
Telecommunications Services.

The interoperable state networks which comprise the NCIIN can transmit data, text,
graphics, voice, and video to serve education, health care, criminal justice, economic
development, and government operations. Having interoperability among the data
portion of these networks allows for incremental growth without costly rework or

reengineering

Major services include the North Carolina Information Highway, AnchorNet, low-cost
dial-access, and Systems Network Architecture (SNA) services.
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State/Local Government Coordination

The evaluation of the North Carolina Information Highway (NCIN) in 1996 highlighted
the need for state agencies and departments to become active participants in the
implementation and evolution of the North Carolina Integrated Information Network
(NCIIN), including the NCIH. While the evaluation pointed out the need for this
participation and utilization it also demonstrated the need for an organized initiative to
address the connectivity needs of the customers in state, regional, and local government.

State departments and institutions serve constituents in all areas of the state. In addition,
local governments must serve their constituents throughout their political subdivisions.
As more and more government business is supported by computer technology, the need
and opportunity to electronically connect state/local government offices, and to provide
citizen access to these offices, is growing rapidly. The common element in all of these
examples is the need for a homogeneous statewide communications network that
provides connectivity and bandwidth for the entire range of voice, data, video, and image
needs. The NCIIN does, and will, meet the needs of the current and upcoming
requirements of state and local departments and agencies. The NCIIN model needs to be
continued and strengthened.

The key issue is to ensure that the various state and local network planning and
implementation initiatives are coordinated and compatible. A statewide integrated
network is analogous to our statewide highway system, where the Department of
Transportation provides the major highways and arteries, with towns and cities building
their streets to connect to the state roads. Intergrated planning is required. Without
consideration of the state’s overall needs, merged with local needs, our highway system
would be fragmented, inefficient, and more costly. The same will result in the state’s
connectivity infrastructure if there is not a concerted coordinated state and local effort to
define requirements and then implement the appropriate solutions.

Obviously, focusing only on the technology infrastructure will not deliver the desired
results. An equally aggressive effort to identify the most beneficial areas for applying
advanced telecommunications will be required as well.

Funding Proposal

The Information Resource Management Commission has identified connectivity for
public K-12 schools and community college institutions as one of its top priorities for
technology funding for the upcoming biennium. At its November 12, 1996 meeting, the
IRMC recommended funding the statewide connectivity strategy during the 1997-99
biennium to assure that all public schools and community colleges have access to an
advanced telecommunications network. Under the proposed $74 million budget all
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‘ public schools would receive data connectivity which will provide Internet access to any
other state agency or organization connected to the NCIIN , while community colleges
and 252 high schools would receive video/data connectivity.
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Foreword

Government is experiencing dramatic increases in public expectations for services
and results, and appropriate and innovative use of technology is essential for
improving its performance. Investments in information management and
communications are prerequisites for government to maintain public confidence in
its .ability to expand services, reduce costs, and become more accountable for

~ program expenditures.

This document, Statewide Technical Architecture Strategy: Managing Technology for
Today and Tomorrow, provides direction for utilizing technology to meet the
business and program challenges of state government. Specifically, it accomplishes
the following two objectives:

¢ It explains why the state must define and implement a new technical
architecture.

¢ It describes the 11 strategies for deploying and managing the major
components of the new architecture.

By following the strategies outlined in this document, the state will position itself to
take advantage of the capabilities of modern technology to accommodate rapid and
extensive changes in initiatives, policies, and service-delivery requirements.
Through its prescription for a cost-effective and logical approach to developing and
using new technology, this document will assist the Information Resource
Management Commission (IRMC) in fulfilling its role of overseeing information
management and communications.

This material was prepared by the Information Resource Management (IRM) staff
of the Office of the State Controller (OSC) to fulfill the requirements of G.S. 143B-
426.21 (b)(1) and (2). By summarizing the underlying concepts and highlighting the
components of the state’s technical architecture, it also serves as the precursor and
guide to the development of a detailed description of this architecture. This effort is
in process and will be completed in the near future. :

Edward Renfrzwg‘
State Controller

Statewide Technical Architecture Strategy .
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Background

In February 1995, the OSC IRM staff issued the Statewide Technology Strategy and
Initiatives document, and it was approved by the IRMC. Statewide Technology
Strategy and Initiatives describes the vision and approach for the management and
use of information and communications technologies in state government, including
the inter-relations among state agencies, federal and local governments, citizens,

and private industry.

This document, The Statewide Technical Architecture Strategy: Managing
Technology to Support Governmment Seruvices for Today and Tomorrow, follows the
concepts and principles of Statewide Technology Strategy and Initiatives while
providing the details for implementing its vision and objectives.

Introduction to the Statewide Technical Architecture
Strategy |

Information technology can enable government to restructure operations and re-
think service delivery mechanisms. These changes are necessary for government to
become more citizen-focused, work better, and cost less. However, the state’s
ability to change the way it does business is constrained by its present

technical infrastructure.

The state is confronting new and serious challenges, inclucﬁng:

e citizen expectations for greater efficiency in operations and improved
effectiveness of programs;

e the implementation of new political initiatives; and

e competition from private enterprise for performing some services.

State government must develop the capability for responding more quickly to a
rapidly changing environment. The state’s approach to the management and use of
information technology is critical for success in meeting the expanding
responsibilities, and satisfying the increasing desires of its citizens.

To a large extent, the state’s present technical architecture reflects the capabilities
and applications systems design approaches of the 1970s and early 1980s. Although
they served the state well in the past, these old systems are difficult to modify for
new business requirements; it is also extremely expensive to expand them for

additional desired features.

Technology must facilitate the implementation of new. and improved business
processes. Our goal is to define and deploy a new technical architecture; one that
works with the present systems, and facilitates the government’s ability to change
the way it operates, in order to deliver services more responsively and efficiently.

Statewide Technical Architecture Strategy . 1
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‘ This document describes the approach that will be followed over the next 12 to 18

months. This approach includes developing and documenting the state’s new
technical architecture, and starting the implementation of its foundational
components. These two objectives will be accomplished concurrently. This
approach is also highlighted in the OSC’s Major Strategic Initiatives for the 1996-97
Fiscal Year, which was presented to the IRMC at its August 1996 meeting.

Importance of a Technical Architecture

A technical architecture serves as a blueprint for the design of information systems,
and for the computing, communications, and management infrastructure required
to support these systems. The statewide technical architecture will allow individual
departments to respond to specific business needs using common components, thus
ensuring that information systems will be shared and managed on a statewide

basis.

Meeting the Current Challenge

The challenge facing the state is to deliver high-quality, responsive, and easily
accessible services under increasing cost pressures. Citizens want to reduce the cost
of government, implement new and improved service-delivery mechanisms, and

assure convenience in interacting with governmental organizations. Also, more

. accountability is being expected for the results of expenditures, and the performance
of programs. In addition, the transfer of obligations from the federal level is adding
new responsibilities to the state, and private industry is competing to provide
services traditionally reserved for governmental enterprises.

In response, the state must adapt by adopting new approaches and processes.
Accordingly, from a business perspective the state must:

® Focus on citizen satisfaction by becoming more creative and innovative
in the development, packaging, and delivery of services. :

® Contain or lower costs by controlling operations, managing expenses,
and streamlining processes.

® Respond rapidly to change by understanding and reacting quickly to
dramatic changes in citizen expectations, competitive advances, political

initiatives, and economic influences.

The state must also manage technology in support of its business by:

® Directing investments in technology from a strategic perspective by
' matching technical plans with business objectives, ‘and investing in an
infrastructure of common components that may be used by multiple

‘ organizations and systems.

2 . Statewide Technical Architecture Strategy



oscgy

® Improving the yield on inforination and technology resources by ‘

managing these as strategic assets that are reviewed frequently,
evaluated comprehensively, and handled from a business-driven,

benefits-focused perspective.

® Reducing cycle times for improving present seruices, re-engineering
business processes, and developing and unplementing new seruvices by
involving technology when appropriate and beneficial.

e Increasing the return on investment for technology projects, and
achleving extensive improvements in tune and productivity from
implementing high-quality systemns, by employing effective project
management and risk management, and using modern practices,
techniques, and tools.

Using technology to improve services and reduce costs is one of the biggest strategic
challenges facing the state today.

External Pressures

Table 1 highlights the external pressures motivating the transition to a new
statewide techinical architecture.

0.

Business e 7-to 10-year cycles ® 12-to 24-month cycles

-« No competition e Competition

e Activity-based measures e Performance measures
Development e Build large, new systems e Integrate components

e Monolithic systems e Common, shareable parts

 Program scope ® Enterprise scope
Technology e 7-to 10-year cycles ® 12- to 18-month cycles

 Decreasing complexity | e Increasing complexity

e Converging solution sets e Diverging solution sets

Table 1. External Pressures Motiua.ting the Transition (Page 1 of 2)

Statewide Technical Architecture Strategy . 3
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Infrastructure o Centralized infrastructure | ¢ Central management of
and centralized distributed infrastructure
management ¢ Network-centric

e Mainframe-centric .
® Increased inter-

e Autonomous units departmental coordination
Technical e Technology-driven e Business-driven
Architecture » Data-centric ® Process-centric
 Provide stab}lity as ¢ Facilitating change as
primary design point - primary design point

Table 1. External Pressures Motivating the Transition (Page 2 of 2)

Positioning for the Future

Government is undergoing a fundamental shift in its method of interacting with
citizens. In the past, citizens interacted with government on a program-by- -program
or department-by-department basis, and business was transacted primarily through
face-to-face interaction. The new approach focuses on offering information directly
to citizens through multiple, integrated application systems. The technical
architecture improves the internal efficiencies of departments, organizes and
presents the state’s information offering according to the needs of citizens, and then
ensures that the public can use the information quickly and easily.

To be effective, state government must envision a new future, design strategies to
get there, and have th_e discipline to implement the strategies. The planning for and
implementation of the state’s technical architecture must incorporate three factors:

v The present infrastructure and current practices.

v The new components and approaches.

v The orderly and prudent transition to the new structure, and the new
approaches for performing system implementation and maintenance.

To support evolving political and economic environments and the accelerating pace
of change in the technical arena, the architecture and its implementation strategy
must be dynamic. The documentation and implementation plan will be updated as

events and circumstances dictate.

Statewide Technical Architecture Strategy
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Obstacles to Implementation '

Several impediments to the successful implementation of the new technical
architecture exist. These are:

o Uncoordinated systems. Because of funding, governance, and methods of
development, most of the state’s current systems do not interact with
each other. The state must plan, govern, and fund the implementation
and management of a common technical infrastructure that facilitates

the sharing and exchange of data.

® A focus on cost rather than investment. In the past, expenditures on
technology have focused on the initial cost, rather than the benefits that
result from the state being able to change the way it does business.
Consequently, technology investments essential to obtaining widespread
and long-lasting results have not been made. Also, as technology is
becoming more prevalent through increasing cost-effectiveness, capital
investments in technology are becoming more attractive.

e Lack of a statewide perspective. Traditionally, individual departmental
requirements dictated the systems investment decisions. While this may
have been a good decision from a departmental or local viewpoint, it was
not always optimal from an enterprise perspective. The state cannot
realize economies of scale in purchasing, operations, training, and
systems until common standards are identified and followed. '

® An aging infrastructure and outdated systems. The majority of the state’s
application systems were implemented under the technology of several
decades ago. Although these application systems continue to operate,
they are expensive to maintain, and are extremely difficult and costly to
upgrade for current needs. The state must develop a strategy for
modernizing these systems cost-effectively.

Leveréging Our Strengths

The new statewide technical approach will focus on several key concepts. The state
has proven strengths in many of these areas. They are:

B Central management. Unlike other states, North Carolina has
consolidated multiple computer mainframe operations into one
centralized computer operation. This provides a unified operational
structure for the 23 agencies of the executive branch. This centralized
structure provides cost-effective, reliable operations through economies
of scale. This centralized management and accountability focus must
be retained as the state moves to a new technical architecture.

Statewide Technical Architecture Strategy
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B A common, uniforin network. North Carolina’s communications network
is one of the most advanced and capable in the world. This technically
current and very powerful network, combined with centralized network
management, will form the backbone of the architectural infrastructure.

B A distributed infrastructure. The state has a multitude of local area
networks (LANs) which were deployed to meet local computing needs.
These systems are located in a wide variety of operations, from public
school classrooms to state administrative offices. These LANs include
workstations, and office automation and educational software.
Technical staff members have gained experience managing a distributed
environment, and the state’s business personnel have become
knowledgeable in using these systems. The development of a statewide
strategy for managing this distributed environment will be a key
success factor for effectively using our geographically dispersed
infrastructure.

B Experienced technical staff. Existing technical staff members understand
current business operations. They form a nucleus of experienced
personnel for receiving advanced technical training in order to
implement and operate a new architecture.

. W Recognition of the need for statewide coordination. Through the creation
and support of the IRMC, the state government’s leaders have
recognized, and accommodated, the need for closer coordination and
better management of technology statewide. : )

Architectural Design Strategies

Defining the state’s new technical architecture requires:

¢ Business Strategies that respond to changes in business environments
and political initiatives.

¢ Technology Strategies that respond to the rapid pace of technological
change, and the improving cost-effectiveness of technology investments.

¢ Transition Strategies that accommodate the present technological
investments during the transition to the new architecture.

Busin_ess Strategies

Like other governmental enterprises at the federal, state, and local levels, state
government is facing substantial pressure to reduce taxes and decrease costs. At
the same time, citizen expectations for easy access to timely information, and for
more responsive and better services, are increasing rapidly. This demand for
hassle-free, convenient interactions with government is dictating that information
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and services be accessible anytime and anywhere. In addition, new political
initiatives are driving major changes in the processes and procedures for service

delivery.

Each citizen is often served by many programs, and each program may involve
several different governmental organizations. As a result, government at all levels
requires timely access to data from multiple sources; and, in many instances, this
requires closer interaction between applications systems. Useful information—
information that is accurate, complete, and current—-has become a critical element
for delivering services successfully. Consequently, organizations need immediate
access to the information and business transactions offered by many different

systems running on disparate platforms.

. Table 2 shows the changes driving the state’s business strategy, the related
business requirements, and the architecture objectives.

y 4 TS S

ness:
P it e )
* Requirements:

s VORI ety
o

Objective

.y
e

Shorter business cycles due | v Faster response to { ¢ Modular designs

to chgpging economic 1mp1‘ement new ¢+ Component reusability
conditions, political services
environments, and
legislative initiatives

¢ Common presentations

Increased citizen v Superior customer | ¢ Explore the potential
expectations for the delivery service for new technologies to
of services—comparison with | / [nnovative enable better and
performance of the private service-delivery faster service delivery
sector, apd competition from mechanisms - ¢ Share information
private industry among service
providers

Pressures to reduce taxes « Cost efficiency of ¢ Technology standards
and decrease operating operations ¢ Shared services
expenses i

p v Effective use of + Interoperable

resources - components

Table 2. Business Strategies

Technology Strategies

The world is experiencing a technical revolution, with changes in the types and
capabilities of products occurring at a phenomenal pace. Increases in processing
speed, communications volumes, data storage capacities, and ease-of-use in
personal productivity devices are reshaping the business-operations landscape. The
power and capabilities of computers have doubled every 18 months, while the cost

has remained relatively constant.

Statewide Technical Architecture Strategy . 7
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In addition, new technologies are enabling government and business to offer new
and innovative products and services. In many cases, technology does not just
enable changes in work procedures to lower costs and improve services, it actually
drives radical changes in governmental operations. The power and cost-
effectiveness of technology, as well as its prevalence in modern society, have
compelled both private industry and government to take advantage of its
capabilities. ‘

The vendor community that provides technology products and services has been
restructured. No longer can a single vendor meet all requirements and needs. The
market has become very competitive, and customers must purchase and coordinate
a wide array of products from a multitude of providers. Table 3 lists the changes
driving the state’s technology strategies, the technology requirements, and the

architecture objectives.

“-Technology..
‘Requirement

==~ Architecture Objective

Shorter technology 7 Faster integration | ¢ Cpmponent reusability

cycles of new ¢ Exploration of the potential of
technologies new technologies to support
statewide requirements

¢ Proactive research of new and
emerging technologies

Increasing v Disciplined ¢ Quality assurance of projects

complexity of development and ¢ Standards for components

technologies deployment of Polici d q "
systems and ¢ Policies and procedures for
technologies operations

v Management ¢ Reliability of components and

control of operations
technology ¢ Modular designs
services and
operations
Potential for v Interoperability ¢ Standard interfaces
introducing standards ¢ Integrated, mutually
{rnultlple,‘ supporting plans and
incompatible implementations

solutions

Table 3. Technology Strategies
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The new architecture must accommodate three types of application systems:

& Those that exist

today, as a

result of performing customized

implementations over the years, for example, legacy systems;

& Those that were, and will be, purchased from software vendors to
accomplish specific ‘requirements, for example, the North Carolina

Accounting System

(NCAS); and

& Those that will be designed and constructed under the new architecture.

Millions of dollars and decades of effort have been expended in buying and
developing our existing systems. Since funding is not available for their wholesale
replacement, they will continue into the long-term future. The new architecture
will preserve these investments, while enabling current and future systems to work
together. Table 4 outlines the state’s transition strategies.

P

T

ransition Requirements::

“Architecture Objectives:.. :

Existing systems v
architecture

Integrate or migrate
present components
into new architecture

Maximize past resource
investments while
transitioning to the new
architecture

Limited skills in Ve
deploying and

Retrain personnel and
retool enabling

Maximize investments in
present personnel and
productivity tools

expenditures for
maintaining and
developing application
systems from
investments in the
building of an
infrastructure

operating modern resources
technology
Funding issues, v Optimize investments Implement a statewide plan
including methods in the new for the life-cycle funding and
and levels infrastructure management of the state’s
] ) investments in application
v Differentiate PP

systems (development,
enhancement, and
retirement of systems)

Implement a statewide plan
for the life-cycle funding and
management of the state’s-
technical infrastructure
(development, enhancement,
and retirement of
components)

Table 4. Transition Strategies
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Specific Implementation Strategies

The development and implementation of a new technical architecture will follow
three basic tenets. These are:

¢ The architecture will balance the present infrastructure and applications
systems with new components that reflect current and emerging
technologies, and systems design approaches.

¢ The architecture will be evaluated and implemented in a phased, logical
approach. This will ensure the connectivity of components, cost-
effectiveness of investments, and reliability of operations. New
technologies will undergo trial assessments before funds are committed
and statewide implementations are undertaken.

¢ The development and implementation approach will be comprehensive.
Non-technical aspects—such as training, quality’ assurance, project
management, and strategic technology planning-will be incorporated into
the architecture. In addition, non-technical business issues—such as
funding sources, rate-setting and charging methodologies, governance
and management responsibilities, inter-governmental agreements and
understandings, accounting practices, and accountability for
performance—-will be considered and resolved at appropriate points in the
implementation of the architecture.

The following paragraphs describe the eleven specific strategies to be undertaken by
the state. Some of these strategies also include initiatives.

Strategy One

Establish a technology development fund to evaluate emerging technologies
and implement common, shared components. This will allow the state to
evaluate enabling technologies and avoid duplication when building the

technical infrastructure.

Strategy Two

Define policies and procedures to efficiently and effectively manage the
distributed technology assets. This will result in cost savings through
economies of scale, and components that work together reliably.

First Initiative

Prepare a statewide approach for developing, implementing, and
managing a distributed processing architecture that includes security.

10 . Statewide Technical Architecture Strategy
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Second Initiative

Identify options for establishing a testing facility to evaluate the
capabilities of new technologies, and certify products for operating in
the technical infrastructure. :

Third Initiative

Implement the approved, statewide LAN-management strategy.

Strategy Three

Create a simple, unified approach for accessing information. This will
improve the coordination of programs that cross jurisdictional boundaries.

First Initiative

Develop and begin implementing the Information Delivery Capability
(IDC). This will enable the cross-referencing of persons and businesses
among databases, and allow single- address changing and one- stop

service delivery.

Second Initiative

Devel.op. a statewide data warehouse approach to provide relevant,
accurate, complete, and timely information, in order to make quicker

and better dec1s1ons

Third Initiative

Develop a statewide approach, which includes the Internet, for public
access. This will provide convenience in government interactions and
will support electronic commerce.

Strategy Four

Continue the efforts to achieve a unified state network and expand the
state’s connectivity options.

First Initiative

Complete the pilot project for transmitting messages created under the
older SNA protocol to the newer TCP/IP protocol. This will improve the

connectivity of infrastructure components.

Second Initiative

Complete the pilot projects for integrating new, high-capacity
communication protocols into the NCIIN. This will provide more
communications options for meeting business requirements

economically.

Statewide Technical Architecture Strategy .
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Strategy Five
Develop a statewide approach for improving personal productivity and work
flow processes. This will improve the cost-effectiveness, service, and
performance of operations. ‘

First Initiative

Develop a statewide approach that includes performance and interface
standards for technologies involved in electronic information. These
technologies include: imaging, document management, work flow, e-
mail, e-forms, and printing.

Second Initiative

Implement the electronic information architectures, especially those for
document management, work flow, and e-forms.

Strategy Six

Streamline and simplify the procurement process for common components of
the state’s technical architecture.

Strategy Sev-en.

Select and install the products necessary to integrate the technical
architecture’s components. This will tie the present systems together, and
allow them to work with new systems as they are developed.

First Initiative

Select and install the interface engine software to allow existing,
incompatible systems to communicate. This will increase worker
productivity and achieve processing savings.

Second Initiative

Develop and implement a capability for existing computer terminals to
communicate with systems created under the new architecture. This
will preserve these investments until the terminals are replaced by new
technical devices such as PCs.

Strategy Eight

Select and install the infrastructure products, such as middleware, necessary
for the transition to the new approach for designing and implementing
application systems. This will allow applications to be developed more
quickly and economically, and deliver the expected results.
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Strategy Nine

Continue to implement the elements of the Quality Assurance Framework.
This will ensure that the state is implementing high-value technology
projects at acceptable costs, and within reasonable timeframes. This will
contribute to measurable improvements in mission performance.

Strategy Ten

Continue to develop the statewide technology education program, including
the curricula for obtaining certifications in technical architecture and project

management.

Strategy Eleven

Improve the departmental strategic technology planning process, and link
technology investment decisions directly to departmental missions, goals,

business objectives, and priorities.

Phased Implementation Plan

Much progress has been made toward implementing the essential components of the
state’s technical architecture. Communications is the heart of the architecture, and
the state’s significant investment in the NCIIN has provided a wide choice of cost-
effective options to satisfy a broad spectrum of service needs.

The state has a long history of experience, and a solid foundation of facilities, for
communications and other component architectures. Consequently, the state will
build upon and expand these resources, rather than develop new ones. However, for
many areas of the planned architecture, the state must gain new technical
knowledge and acquire infrastructure components with which it has limited
experience. In addition, the state will need to leverage existing investments while

migrating to a new architecture.

To address all these areas, the state is employing a two-part architecture
implementation plan. :

1) Develop an expedient course of action that will provide immediate
benefits, while allowing for a gradual, time-phased transition to
the envisaged architecture. For example, an interface engine software
package will be procured to allow older application systems that were not
designed to communicate to exchange transactions. The multiple keying of
the same or similar data into different systems will be reduced, and these
systems will then be better able to notify each other of important, common

events.

2) Implement new long-term components of a new technical
architecture. Since these solutions are longer-lasting, they are more

Statewide Technical Architecture Strategy . 13




OSC IS

strategic in nature. For example, implementing application middleware
will allow all systems to use common infrastructure services, such as
security and directory, and share common business services, such as
verifying eligibility for receiving benefits. These infrastructure and
business services are the same among a variety of departments and
programs. Middleware will simplify and facilitate the development of new
application systems, and reduce the time required for changing them to
meet evolving business needs.

Establishing an Architectural Framework

As a preliminary step in defining a Statewide Technical Architecture, the state
subscribed to META Group, Inc.’s Enterprise Architecture Strategies (EAS). EAS is
an advisory service of the nationally recognized META Group. It provides
consulting and planning services, to both the public and private sectors, for re-
engineering I/S architecture, in order to implement client/server technology n a
distributed systems envn'onment

The EAS framework provides a structure for North Carolina’s specific architectural
components and associated standards. Developing the statewide technical
architecture requires adding detail to this framework. Completing the statewide
technical architecture will require two types of simultaneous work:

¢ Investigation and research to further develop the architectural components.

¢ Documentation of each architectural component.

Key Areas for Architectural Design
The new architecture will focus on the following design areas:

¢ Component assembly and reuse. Using common software components will
provide flexibility, increased reliability, and reduced cycle-time for
building and maintaining software applications.

¢ Specialized, distributed devices. Specialized hardware, such as laptops
and palmtops, will meet unique business requirements, and fit into the

overall architecture.

¢ Integration. This involves providing for technical options that meet
unique business requirements and satisfy distinct political boundaries
and governmental jurisdictions. The options will also ensure that all
parts work together effectively and reliably to benefit the overall

enterprise.

¢ Portfolio management strategy. This addresses the existing (legacy)
systems, and future systems developed under the new architecture, to
make sure that the old and new system elements will be accommodated,
and will co-exist in a mutually supportive technical environment.

14 . Statewide Technical Architecture Strategy
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ensure that data access, business logic, and user interfaces are logically
separated. As a result, systems may be modified in a timely and efficient
manner to meet changing business requirements and new politica

initiatives. .

¢ Modular construction. Using clearly partitioned system elements will .

¢ Enterprise informmation management. This involves integrating and
managing dissimilar information from text, images and multimedia
documents.  This information is found typically in departmental
workgroup applications, and the numeric and field data in large
application databases. Accordingly, relevant and timely information can
be provided for both decision-making and work-flow processing.

Business Issues

Implementing and operating a new architecture and infrastructure requires
addressing and resolving several non-technical statewide business issues. These

1ssues deal with:

e Managing and controlling the infrastructure éomponents.
® Financing and funding the building of the infrastructure.

® Funding, accounting, setting rates, and charging for the common
components.

® Developing mutual governance responsibilities, and evolving relations
among government units that have not interacted previously.

e Establishing responsibilities and accountabilities for the performance of
implementation projects, achievement of benefits, and redirection of
accrued savings.

Many of the data files and applications systems are created and maintained by
separate governmental entities. Consequently, the organizational boundary and
jurisdictional considerations are as important to systems integration as the
technical issues are. These organizational considerations include:

® Funding sources.
® Ownership and control of data.
¢ Responsibility for the integrits' of data.

® Accounting for the costs and receipts associated with collecting, maintaining,
and providing access to.the data.

® Accountability for security and privacy.

® Rate-setting and charge-back policies and mechanisms.

Statewide Technical Architecture Strategy . 15
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‘ Documentation and Staffing

The next phase of the implementation will involve two separate, but related, efforts.
These are: (1) documenting the technical architecture, and (2) organizing and
staffing to accomplish the strategies and initiatives. Each of the ten component
architectures will be documented in eight different areas. The component
architectures are listed in Table 5, and the areas in which each of the components

will be documented are shown in Table 6.

“Ten Technical Architecture Components."" i

Application

Data ,
Groupware/Electronic Information
Information

Integration

Middleware

Network

Platform

Componentware

ODODDDODD o

System Management

‘ Table 5. Ten Technical Architecture Components

-; Eight Areas of Documentation for each Techmcal‘ :

;__"Architectural Component U

Mission Statement
Introduction

Principles (with rationale)
Recommended Best Practices
Technology Components
Implementation Approach
Standards (with rationale)
State Contracts

2 28009 0090

Table 6. Documentation Requirements Related to the Architectural Components

The more time-sensitive sections of the documentation will be written sooner.
However, because some cases require additional research, and rapid technology
changes must stabilize, all sections will not be completed in the initial draft. The
architecture documentation will be dynamic and will reflect continually the evolving
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business and technical environments. The initial draft of all sections will be
completed by the end of the first quarter in 1997. ‘

To accomplish all of the strategies and initiatives, project teams will be organized;
work plans—including work tasks and due dates—will be developed; and project
management discipline and structure will be implemented. Each of these efforts
will be led by, and conducted under the auspices of, the OSC. Progress reporting
will be made to the IRMC in conformance with its project monitoring procedures

and practices.

Objectives of Implementing the Statewide Technical
‘Architecture

The development, documentation, and implementation of the state’s technical
architecture will:

¢ Minimize the risk of deploying new technology.

¢ Allow the state to focus on business-success factors, rather than on
technical issues.

¢ Target-investments in technology resources for achieving the greatest
benefits.

¢ Enhance the state’s abi]ity to effectively control and manage the technical
infrastructure, and its applications systems.

¢ Use efficiently the present and future technical resources.

¢ Enhance the applications systems interoperability among departments,
and the exchange of information among state, local, and federal

government organizations.

¢ Shorten the response time for implementing new applications systems
and modifying older systems to meet changing requirements.

¢ Improve the ability to deliver timely, responsive, and cost-effective
services.

¢ Enable a systematic, well-planned, and tightly controlled transition to new
and emerging technologies.

Benefits Resulting from Implementing a Statewide
Technical Architecture

A planned and consistent statewide architecture, that is aligned with our business
missions and objectives, will: ‘
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¢ Facilitate the implementation and use of technology to improve the
operations of governmental programs. This will be accomplished by
streamlining the business processes, and supporting the selection and
completion of high-value technology projects.

¢ Enable and encourage the up-front investinent in infrastructure
components. Implementing new application systems and enhancing
installed ones will be accomplished by installing already-established,
common components statewide, rather than building the architecture on a
project-by-project basis. For example, the component that validates a social
security number would be built once, and then used by all application
systems. Currently, this component is re-invented for every application.

¢ Support the use of new methodologies, techniques, and tools for constructing
and maintaining applications systems. This will allow system development
and maintenance efforts to be planned and managed in order to deliver the
expected benefits on-time and within budget.

¢ Emphasize a central management structure. Th1s will enable the use of
common, uniform components to:

0 Provide economies of scale in procurements, training, support, and
operations.

¢ Increase the reliability of operations and the predlctablhty of
results. .

0 Support the unambiguous assignment of responsibility, and the
clear delineation of accountability for results.

0 Improve the accessibility of data, and enable the exchange of
information among state, local, and federal applications.

¢ Support an environment in which a variety of products and seruvices from
multiple vendors can participate.  This will allow for competitive
procurements, incorporate new technologles more easily, and provide

greater flexibility for change.

¢ Prouvide a stable infrastructure that allows a variety of hardware and
software configurations to access systems and retrieve information. This
flexibility will permit access to state data without restricting or regulating

the local equipment.

In conclusion, establishing a consistent, common, and state-of-the-art technical
architecture will go a long way toward making the state government’s operations
cost-effective, efficient, and responsive to citizens’ needs.

18 . Statewide Technical Architecture Strategy



OS¢ 700

INTERNAL SERVICE FUND - BUDGET CODE 74160

FUND 7217-CENTRALIZED COMPUTING SERVICES

Centralized Computing Services provides responsive, cost-effective, client-oriented, shared
computing services for general state government agencies in accordance with Information

Resource Management Commission policies and directives.

Major Initiatives for FY 1996-97

¢

Continue to develop the user requirements and enhance CCS’s capability to provide
uninterrupted mission critical computing services, and to meet short-term business
recovery needs.

Continue strengthening large-scale, non-mainframe UNIX server support for the
NCAS, and supporting other agency requirements for non-mainframe production
servers.

Develop and implement a computerized chargeback system and a demand projection
rate setting system for the UNIX server environment.

Evaluate and implement the capability to centrally manage and support multiple
distributed and centralized production servers.

Support the statewide initiative for network authentication and authorization by
testing DCE support on both mainframe and UNIX server environments.

Help implement a pilot for new imaging services that are consistent with the state’s
imaging architecture and utilize open systems standards.

Support the Year 2000 initiative by installing Year 2000-compliant versions of
systems and applications software.

Continue establishing parallel processing technology within the MVS server
environment for a large-scale relational database and high-volume, transaction-based
applications.

Continue to migrate to a single-image view for all logical partitions via Sysplex
(GPAC initiative), and institute uniform standards across all systems.

Continue to implement Systems-Managed Storage (SMS), and provide improved
automated operations support services to all clients.

Determine the advantages of providing enterprise printing capability to LAN-based
servers utilizing CCS high-speed 3900 laser printers.
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¢ Explore alternatives to reduce CCS operations costs, including eliminating .
’ e
redundant, obsolete, or underutilized computer software and hardware. Whenever
possible, re-negotiate and procure hardware and software to lower costs and improve

performance.

199596  1996-97 1997-98 1998-99

ACTUAL  AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $39,970,003 $42,650,878 $42,641,283 $42,647,504
RECEIPTS $37,178,264 $32,309,175 $42,641,283 $42,647,594
FUND BALANCE © (82791739)  (510341,703) $0 $0

NUMBER OF POSITIONS 83.00 83.00 83.00 83.00
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State Information'rocessing Services

AVg. Peak % On-Line Utilization

Actual vs. Forecast

SIPS Mainframe Processors
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INTERNAL SERVICE FUND - BUDGET CODE 74160

FUND 7218-Distributed Computing Services

Distributed Computing Services (DCS) provides efficient customer service delivery and
facilitates the efficient central management of distributed computing resources through
the application of systems management disciplines.

Major Initiatives for FY 1996-97

¢ Expand access to the Customer Support System.

¢ Implement Service Level Agreements for DCS provided services.

¢ Solicit and respond to customer feedback about support services.

¢ Develop Systems Integration Services support teams for the following
discplines: ’

¢ Distributed Computing Support - deals with distributed hardware
and software support.

0 Technology Assessment - supports IRM initiatives such as Centrallly
managed Servers (LAN management), the Open System Foundation’s
Distributed Computing Environment (DCE), and Network Operating
Systems enhancements.

0 Internet Support Team - provides technical support for World Wide
Web access, usage, and security.

¢ Enhance Internet Security through firewalls and traffic ﬁltermg.
¢ Development of centralized E-mail services.
¢ Provide a World Wide Web Search Engine.

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $3,610,615 $5,159,126 $5,165,367 $5,166,514
RECEIPTS . $4,365,524 $2,948,643 $5,165,367 $5,166,514
FUND BALANCE $754,909 (82,210,483) $0 $0
NUMBER OF POSITIONS 32.00 37.00 37.00 37.00
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INTERNAL SERVICE FUND - BUDGET CODE 74160

FUND 7224-TELECOMMUNICATIONS SERVICES

State Telecommunications Services provides the agencies and institutions of North
Carolina state government with comprehensive, quality telecommunications services in
accordance with North Carolina laws and statutes. STS is committed to assisting
agenciesAaccomplish their objectives through the prudent application of
telecommunications technology.

Major Initiatives for FY 1996-97

¢ Select, procure, and implement a new telecommunications management and
billing system. The primary focus for the 1996-97 fiscal year will be -
reengineering processes and matching the STS organizational needs with the
new system.

¢ Rebid of the major long distance contracts 1nclud1ng inter-state long distance,
international long distance, the digital network backbone, and virtual network
access service.

¢ Expand and enhance the connectivity options of the North Carolina Integrated
Information Network. This will include deploying new services where
economically viable, employing cost reducing measures on existing services
and implementing new pricing options. .-

¢ Establish regional network concentration hubs across the state to reduce the
cost of circuits outside the Raleigh area.

¢ Research SNA/WAN integration technologies and implement solutions that
will allow the cost efficient cohabitation of data traffic over single physical

-links.

¢ Expand the array of telecommunications equipment and service contracts
available to eligible SIPS users and provide a mechanism that spreads cost
across these services. '

¢ Develop and implement a telecommunications deregulation strategy.

1995-96 1996-97 1997-98 1998-99

ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED -
TOTAL REQUIREMENTS $44,582,600 $53.429,880 553.435,787. $53,440,341
RECEIPTS $48,418,377 $52,592,728 $53,435,787 $53,440,341
FUND BALANCE ‘ $3,835,777 (S837,152) $0 $0

NUMBER OF POSITIONS 85.00 96.00 96.00 96.00



Prepared by the Office of the State Controller

Overview

The State of North Carolina’s Integrated Information Network (NCIIN) is a web of
interoperable networks capable of transmitting data, text, images, voice, and video to
provide services for education, health, medicine, criminal justice, economic

development, and government operations.

In addition, the state offers a wide range of other network services that are not strictly
part of the state’s interoperable network. These include a mainframe SNA computer
network, X.25 data networks, and mobile data services.

The NCIIN is continually being enhanced to provide the capabilities for meeting
customer needs with seamless migration both today and tomorrow.
The NCIIN is founded upon four principles:

e Universal Service - Network access to all parts of North Carolina.

e Equalized Rates - Same usage rates regardless of geographic location.

e Shared Resources - Elimination of duplication and assurance of interoperability.

e Public/Private Partnership - Capital outlay is made by the private sector and the
usage base is provided by the state.

NCIIN Services

The North Carolina Office of the State Controller is developing a plan that will ultimately
provide NCIIN access to every school system, community college, university, state
agency, local agency, county, city, town, medical facility, and library across North
Carolina.

The following services are available or planned through the NCIIN:

Low-cost dial-access service
This service will enable any governmental entity, such as a school, municipal
government, or state agency with a personal computer and plain old telephone
service to access a vast array of locations. These locations can be connected to the
INTERNET, or to a North Carolina Information Highway (NCIiH) location. With this
service, a location can transmit records, electronic mail, or access databases. This
service is provided through contracts with commercial providers at a rate of $34 per

1
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month (plus long distance charges in certain areas). Local governments, libraries,
schools, and remote state agency locations are projected to be the primary users of
this service.

ANCHOR NET ‘

This service enables North Carolina state government's large computer systems and
groups of personal computers to communicate locally, nationally, and internationally
-- including across the INTERNET. This service is available at any location in the
state for $650 per month. State agencies are now using this service as the delivery
mechanism for major initiatives such as the Integrated Tax Accounting System
(ITAS) and the DHR ACTS project. County governments are beginning to use it as
the primary vehicle for accessing state databases. It is a lower cost, lower capacity
data-only alternative to full Information Highway capability. This network is designed
so that any subscriber on this network should be able to migrate to full NCIH
capabilities when those capabilities are required. This service is also referred to as

the Wide Area Network (WAN).

North Carolina Information Highway 4

North Carolina is piloting broadband services as part of the NCIIN. In this project,

North Carolina will provide state customers with an ATM/SONET broadband pipeline

for high-speed data, voice, and video. By using Asynchronous Transfer Mode (ATM)

and Synchronous Optical Network (SONET) technology, customers will have the

NCIH’s broadband capacity simultaneously and efficiently for teleconferencing, high-

speed data access, distance leaming, and multimedia applications, paying only for

the bandwidth they use. This project will give North Carolina State Government

entities the opportunity to document the advantages of broadband technology and

discover ways to reorganize government operations to reduce overall costs. ‘

Currently, the project status is as follows:

o The base rate for the NCIH is $2992 per month for a network connection and $23
per hour for video usage. Average startup costs for equipment and room
renovations are approximately $100,000 per site. Each site must also have a
designated “site coordinator.”

e One hundred and twenty-eight sites are in operation.

e Data communications services are available using cell relay technology at data
rates ranging from 1.5MBPS to 155MBPS.
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Summary of SIPS/STS Services to Local Governments and
Other Non-State Entities

12 County Governments and 3 City Governments connected to the State’s Wide Area Network

Alexander Buncombe Cabarrus Catawba Cleveland  Craven
Dare Halifax Orange Stanley Robeson Wake
City of Asheville City of Fayetteville City of Durham
6 Hospitals or Health Consortiums
Asheville Hickory Morganton Winston-Salem  Wilmington Wilson

48 High, Middle, and Elementary Schools across the state

9 Computer Centers that are connected to the State Computer Center in Raleigh
Cumberland Co.  Guilford Co. Mecklenburg Co. New Hanover Co. Pitt Co.
Wake Co. East Carolina Univ. Mecklenburg Co. Schools NC State Univ.

100 Counties use other STS Data and Voice Services
Alamance Alexander Alleghany Anson Ashe Avery
Beaufort Bertie Bladen Brunswick Buncombe Burke
Cabarrus Caldwell Camden Carteret Caswell Catawba
Chatham Cherokee Chowan Clay Cleveland Columbus
Craven Cumberland Currituck Dare Davidson Davie
Duplin Durham Edgecombe Forsyth Franklin Gaston
Gates Graham Granville Greene Guilford Halifax
Harnett Haywood Henderson Hertford Hoke Hyde
Iredell Jackson Johnston Jones Lee Lenoir
Lincoln Macon Madison Martin McDowell Mecklenburg
Mitchell - Montgomery Moore Nash New Hanover Northampton
Onslow Orange Pamlico Pasquotank Pender Perquimans
Person Pitt Polk Randolph Richmond Robeson
Rockingham Rowan Rutherford Sampson Scotland Stanly
Stokes Surry Swain Transylvania Tyrrell Union
Vance Wake Warren Washington Watauga Wayne
Wilkes Wilson Yadkin Yancey

130 Municipalities use other STS Data and Voice Services
Aberdeen Ahoskie Albemarle Anderson Creek Apex Asheboro
Asheville Battleboro Bay Leaf Bay River Benson Boone
Bridgeton Bryson City Burgaw Burlington Burnsville Cameron
Carolina Beach Carrboro Carthage Cary Chapel Hill Charlotte
Clinton Columbia Concord Davidson Dunn Durham
Eden Edenton Elizabeth City Elkin Elm City Enfield
Fayetteville Foxfire Village Garland Garner Goldsboro Graham
Greensboro Greenville Grifton Henderson Hertford Hickory
High Point Holden Beach Holly Ridge Hope Mills Hot Springs Hudson
Huntersville Jacksonvilie Jonesville Kannapolis Kenly Kernersville
Kill Devil Hill Kings Mountain Kinston Kitty Hawk Lenoir Lexington
Lillington Lincolnton Lumberton Madison Maggie Valley = Marion
Mocksville Monroe Mooresville Morganton Morrisville Mountain Airy
Nags Head New River Newport Newton-Conover  Oriental Oxford
Pearce Mills Pine Level Pinebluff Pinehurst Pittsboro Ptymouth
Princeville Raeford Raleigh Red Springs Reidsville Richlands
Roanoke Rapids Rockingham Rocky Mount Roseboro Rutherfordton Seven Lakes
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Sharpsburg Shelby Smithfield Southern Pines Spencer Spout Spring
Statesville Sunset Beach Swansbhoro Tabor City Tarboro Taylorville
Thomasville Toe River Topsail Beach Wallace Walnut Cove Warsaw
Washington Waynesville Weldon White Lake Whiteville Williamston
Wilmington Wilson Windsor Winston-Salem ]

e 30 other non-state government entities use other STS Data and Voice Services

APO, Inc. Campbell University Central NC Regional Library
Charlotte Observer Children Treatment Centers Coastal Region

Electricities of NC, Inc. Federal Highway Admin. Foothill Area

Herald Sun Newspaper Library Internal Revenue Service Kaiser Permanente

Martin Enterprises Micro Electronics Mideast Commission

NC Assoc. of Co. Commissioners NC National Guard NCMA Foundation

Neuse Center News & Observer Northwest Piedmont
Northwestern Regional Library One Step Further. Inc. Piedmont Triad

State Health Insurance Plan Tideland Area Tom J. Keith & Associates
United States Attorney US District Court Western Piedmont

e Approximately $5.2 million in revenues were received from the above entities in calendar year 1996.
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INTERNAL SERVICE FUND - BUDGET CODE 74160

’

FUND 7225-NC INFORMATION HIGHWAY

The North Carolina Information Highway area in _State Telecommunications Services
provides direction, training, guidance, and technical support for the implementation of
advanced broadband technology through the state. '

Major Initiatives for FY 1996-97

¢ Connect all community colleges to the NCIH to establish interconnected,
statewide, geographically dispersed, multi-function video centers.

¢ Provide video gateways to other predominant communications technologies
for expanded intra- and interstate video conferencing.

¢ Improve the process for scheduling video sessions.

¢ Continue holding regional meetings to increase awareness of the available

North Carolina Integrated Information Network (NCIIN) communications
services, and to solicit suggestions on new or improved services.

¢ Increase utilization of the NCIH.

¢ Install additional video sites.

1995-96 1996-97 1997-98 ' 1998-99

ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $4,648,904 $7,991,289 $7,991,680 $7,991,841
RECEIPTS $5,041,201 $7,991,289 $7,991,680 $7,991,841
FUND BALANCE $392,297 $0 $0 $0

NUMBER OF POSITIONS 7.00 9.00 9.00 9.00



ose /10

NORTH CAROLINA INFORMATION HIGHWAY
Summary Report As of January 26, 1997

OPERATIONAL STATUS:

The NCIH continues to develop by the implementation of additional data services,
increased video network usage, and implementation of the remaining committed sites.
There are now 128 operational sites, with another 5 sites pending installation. The
breakdown is as follows: 54 video only, 71 video and data, and 3 high speed data only.

Network usage since the March reporting time frame:

" March, 1996 1,291 sessions
April, 1996-—-1,131 sessions
May, 1996——-1,108 sessions
June, 1996277 sessions (educational sites on summer vacation)
July, 1996—----162 sessions (educational sites on summer vacation)
August, 1996--660 sessions
September, 19961261 sessions
October, 1996-- 1634 sessions
November, 19961216 sessions
December, 1996--915 sessions

Network available:
March--98%
April--96%
May--98%
June—-98%
July—-88% *
August--97%
September--99%
October—-99%
November--99%
December--98%

* During the month of July, a major switch outage occurred in the Greensboro
area. We were able to continue service for the data networks with minor outages and
lost 4 video sessions due to this outage. However, the outage is recorded as a total
outage even if we were able to continue services with the proper back-up systems.
Steps have been taken by the Quality Assurance Committee to insure a non-
reoccurrence of this type of problems.

PRIORITY SCHEDULING:

Capacity limitations have driven the need for a new more effective scheduling policy.
An advisory committee of NCIH users was appointed to make recommendations to the
NCIH Policy Committee at their December meeting. The Office of the State Controller

Wk e enih197
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adopted the Committee’s policy and will be implementing it for the Spring ‘97 ‘
- scheduling cycle. This policy allows for scheduling sessions up to two years in advance

and will be submitted using a internet interface to the scheduler. This interface allows

the user to see current and future sessions and allows them to check network resources

before attempting to request a new session.

GENERAL ASSEMBLY CREDITS:

Monthly credits of up to $4,000 are being provided to each of the 101 approved sites
using the $5.337 million appropriated by the General Assembly for FY 1996-97.
Procedures for applying these credits have been developed and communicated to each
site. The application of the monthly credits began with the August 1996 bills, for all of
the 101 sites which were operational.

CAPACITY LIMITATIONS OF NCIH:

The capacity of the Inter-exchange facilities which provides NCIH sites with state wide
access, is not sufficient to handle the current or projected activities. Utilizing the funds
established by the General Assembly for FY 1996-97, the state is in the process of
acquiring additional facilities.

INTEGRATION OF COMMUNICATION FACILITIES:

The state is continuing the integration of differing data communications facilitates into .
the NCIH network, where feasible and cost effective. The integration of network

resources for all services will continue in the most cost effective and feasible scenario.

Many innovations will occur in the near future with the continued development of new

technologies and changing of the regulations of the communications providers.

RESERVE FUND ACCRUED FROM SAVINGS:

State Telecommunications Services identified and tracked savings created by utilizing
the NCIH for hubing data communications services. Savings are reserved within State
Telecommunications Services. It is important to point out that the amount of money
appropriated for data hubs and the expansion of NCIH state wide coverage was not
adequate for both purposes. Therefore, the initial capital and expense dollars used to
fund the data hubs came from receipts.

New technology and new service offerings by our suppliers have caused changes in the
dynamics of our original business case. STS negotiated contracts with Sprint Carolina
Telephone and Bell South that reduce the state’s requirement for capital investment as
well as lower the cost of service.

ik epp b iv? 2
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‘ REVIEW/RE-NEGOTIATION OF NCIH CONTRACTS:

In the original contracts, with the communications providers (Bell South, GTE, Sprint
CT&T, and AT&T), a provision was included by OSC to review the specific charges for
services, every two years. Two years has elapsed on these contracts and OSC has
established a committee of users and technical advisors to conduct this process. The
committee has met with each of the providers and presented a list of areas to be
addressed in the state’s re-negotiations. Each provider has been in the process of
reviewing these items and the plans are for them to respond in early February. OSC
will report on the progress as we proceed with this activity.

)
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NORTH CAROLINA INFORMATION HIGHWAY ‘
Summary Report of activities from July, 96 thru December 96

OPERATIONAL STATUS:

The NCIH continues to develop by the implementation of additional data
services, increased video network usage, and implementation of the remaining
committed sites. There are now 128 operational sites, with another 5 sites
pending installation. The breakdown is as follows: 54 video only, 71 video and
data, and 3 high speed data only.

During the previous six month period, July 96 thru December 96, the statistics of
. usage of the NCIH video applications for Distance Learning and teleconference
are: 5,848 total video sessions which equates to approximately 26,316 of actual
classroom instruction hours; an average of 4,386 classroom hours per month.




SITES BY STATUS AND CLASSIFICATION

Operational Sites

Classification

Number of Sites

Community Colieges 27
Corrections 1
Health Sites 13
High Schools 52
Libraries 1
Local Governments 3
NTIA MEDICAL 6
Special and State Agencies 12
Universities 13
Subtotal: 128

Developing Sites

Classification

Number of Sites

Community Colleges 2
Corrections 1
Special and State Agencies 2
Subtotal: 5

Test-Bed Sites

Classification

Number of Sites

TESTBED NETWORK

Subtotal:

2/10/97
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OPERATIONAL SITES BY CLASSIFICATION
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Wilson County Health Department, (DEHNR#5)

NAME CITY CLASSIFICATION
Beaufort County Community College Washington COMCOL
Brunswick Community College Supply COMCOL
Cape Fear Community College Wilmington COoMCOL
Cape Fear Community Coliege Satellite Burgaw COMCOL
Catawba Valley Community College Hickory COMCOL
Central Piedmont Community College Charlotte COoMCOL
Coastal Carolina Community College Jacksonville COMCOL
Edgecombe Community College Tarboro CcomMCcOoL
Fayetteville Tech. Community College Fayetteville COMCOL
Forsyth Tech. Community College Winston Salem ComMCOL
Gaston College Dallas COMCOL
Guilford Tech Community College-Aviation Greensboro COMCOL
Guilford Tech Community College-High Point High Point COMCOL
Guilford Tech. Community College-Greensboro Greensboro COMCOL
Guilford Tech. Community College-Jamestown Jamestown COMCOL
Hit It - Haywood County Waynesville COMCOL
J.C. Price Complex Greensboro COMCOL
Lenoir Community College Kinston COMCOL
McDowell Tech Comm. College Marion COMCOL
Mitchell Community College Statesville COMCOL
Montgomery Community College Troy COMCOL
Pitt Community College Greenville COMCOL
Robeson Comm. College Lumberton CoMCOL
Rowan Cabarrus CC - North Salisbury COMCOL
Rowan Cabarrus CC - South Concord COMCOL
Southeastern Community College Whiteville COMCOL
Southwestern Community College Sylva COMCOL
Pender Correctional Institution Burgaw CORR
Catawba Co. Health Dept.(DEHNR#2) Hickory HEALTH
Catawba Memorial Hospital Hickory HEALTH
Cumberiand Co. Health Dpt. (DEHNR#4) Fayetteville HEALTH
Forsyth Memorial Hospital Winston-Salem HEALTH
Halifax Memorial Hospital {Ofc. Rural Hith.) Roanoke Rapids HEALTH
Jackson Co. Health Department (DEHNR#3) Sylva HEALTH
New Hanover Med.Ctr./Coastal AHEC Wilmington HEALTH
Our Community Hospital (Ofc. Rural Hith.) Scotland Neck HEALTH
PPCC District Health Department Elizabeth City HEALTH
Roanoke A./Hampton Woods (Office of Rural Health) Jackson HEALTH
UNC - Program on Aging (Ofc Rural Hith.) Chapel Hill HEALTH
UNC - School Of Public Health Chapet Hill HEALTH
Wilson HEALTH

2/4/97

Page 1
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Andrews HS-High Point High Point HS
Bandys High Catawba HS
Bunker Hill High Claremont HS
Cape Hatteras School Buxton HS
Catawba Valley High Hickory HS
Columbia High School Columbia HS
Dudley High Greensboro HS
East Lincoln High Denver HS
East Meckienburg High Charlotte HS
Eastern Guilford High Gibsonville HS
Fairmont High . Fairmont HS
Fred T. Foard High Newton HS
Grimsley High Greensboro HS
Harding High Charlotte |HS
Hickory High Hickory HS
High Point Central High Highpoint HS
Hillside High School Durham HS
Hoggard High Wilmington HS
Holmes High (Chowan County.Board) Edenton HS
Laney High Wilmington |HS
Lincoln County School of Technology Lincointon HS
Lumberton Senior High Lumberton HS
Maiden High Maiden HS
Manteo High Manteo HS
Mattamuskeet High School Swan Quarter HS
New Hanover High Wilmington HS
North Meckienburg High Charlotte [HS
Northeast Guilford High McLeansville IHS
Northern Nash High Rocky Mt. [Hs
Northwest Guilford High Greensboro iHS
Page High Greensboro IHS
Pender High Burgaw {HS
Perquimans County Schools Hertford IHS
Plymouth High Plymouth IHS
Purnell Swett High Pembroke |HS
Ragsdale High |Greensboro 'HS
Red Springs High |Red Springs iHS
Rocky Mount Senior High |Rocky Mount [HS
Smith High |Greensboro 'HS
South Robeson High Rowland IHS
Southeast Guilford High Greensboro IHS
Southern Guilford High Greensboro IHS
Southern Nash Senior High Bailey iHS
Southwest Guilford High 'High Point HS
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St. Pauls High St Pauls [HS

St. Stephens High Hickory |HS
Topsail High Hampstead IHS
Washington High Washington |HS
Weaver Education Center Greensboro |HS
West Brunswick High Shallotte |HS
West Lincoln High Lincolnton |HS
Western Guilford High Greensboro HS
Charlotte/Meck Public Library Charlotte L!B
Catawba (County of) Newton lLocGov
Durham (City of) Durham LOCGOV
Hickory-Newton Conover-MPO (WPCOG) Hickory LOCGOV
Bowman Gray School of Medicine (NTIA) Winston-Salem NTIA
Camp Legume USA marine base (NTIA) JACKSONVILLE |NTIA
Duke University Medical Center (NTIA) Durham INTIA
East Carolina University Med. Ctr. (NTIA) Greenville INTIA
Pungo District Hospital (NTIA) Belhaven INTIA
Southeastern Regional Med. Ctr. (NTIA) Lumberton INTIA
Ctr. for Geo. Info. Analysis - Asheville Asheville ISPEC
Department of Community Colleges |Raleigh ISPEC
Department of Public instruction Raleigh ISPEC
Div.of Emergency Mgmt./Agency for Public Telecom. Raleigh SPEC
Eastern NC School for the Deaf Wilson SPEC
MCNC - 5 Connections - #1 RTP SPEC
MCNC - 5 Connections - #2 RTP |SPEC
NCDot/Gis Raleigh |sPEC
New Horizons Center Frankiin |SPEC
SIPS (Ofc. of St.Controller) Raleigh ISPEC
SIPS Data Network (WAN) Raleigh ISPEC
UNC - General Administration Chapel Hill |SPEC
Appalachian State University Boone [UNIVER
ECU-Academic Greenville |UNIVER
Elizabeth City State University Elizabeth City IUNIVER
Fayetteville State University Fayetteville |UNIVER
NC Central University Durham [UNIVER
NC School of Science & Math Durham [UNIVER
NC School of the Arts Winston-Salem  |UNIVER
UNC - Asheville Asheville {UNIVER
UNC - Charlotte Charlotte JUNIVER
UNC - Greensboro Greensboro [UNIVER
UNC - Pembroke Pembroke |UNIVER
UNC - Wilmington Wilmington |UNIVER
Western Carolina University Cullowhee IUNIVER

Page 3



OPERATIONAL SITES BY NAME

OSC //8

NAME CITY CLASSIFICATION
Andrews HS-High Point High Point HS
Appalachian State University Boone UNIVER
Bandys High Catawba HS
Beaufort County Community College Washington COMCOL
Bowman Gray School of Medicine (NTIA) Winston-Salem NTIA
Brunswick Community College Supply COMCOL
Bunker Hill High Claremont HS -
Camp Legume USA marine base (NTIA) Jacksonville NTIA
Cape Fear Community College Wilmington COMCOL
Cape Fear Community College Satellite Burgaw COMCOL
Cape Hatteras School Buxton HS
Catawba (County of) Newton LOCGOV
Catawba Co. Health Dept.(DEHNR#2) Hickory HEALTH
Catawba Memorial Hospital Hickory HEALTH
Catawba Valley Community College Hickory COMCOL
Catawba Valley High Hickory HS
Central Piedmont Community College Charlotte COMCOL
Charlotte/Meck Public Library Charlotte LiIB
Coastal Carolina Community College Jacksonville COMCOL
Columbia High School Columbia HS

Ctr. for Geo. Info. Analysis - Asheville Asheville SPEC
Cumberland Co. Health Dpt. (DEHNR#4) Fayetteville HEALTH
Department of Community Colleges Raleigh SPEC
Department of Public Instruction Raleigh SPEC
Div.of Emergency Mgmt./Agency for Public Telecom. Raleigh SPEC
Dudley High Greensboro HS

Duke University Medical Center (NTIA) Durham NTIA
Durham (City of) Durham LOCGOV
East Caroiina University Med. Ctr. (NTIA) Greenville NTIA
East Lincoln High Denver HS

East Mecklenburg High Charlotte HS
Eastern Guilford High Gibsonvilie HS
Eastern NC School for the Deaf Wilson SPEC
ECU-Academic Greenville UNIVER
Edgecombe Community College Tarboro COMCOL
Elizabeth City State University Elizabeth City UNIVER
Fairmont High Fairmont HS
Fayetteville State University Fayetteville UNIVER
Fayetteville Tech. Community College Fayettevilie COMCOL
Forsyth Memorial Hospital Winston-Salem HEALTH
Forsyth Tech. Community College Winston Salem COMCOL

2/4/97

Page 1



OPERATIONAL SITES BY NAME

OSC 1/9

Fred T. Foard High Newton HS
Gaston College Dallas COMCOL
Grimsley High Greensboro HS
Guilford Tech Community College-Aviation Greensboro COMCOL
Guilford Tech Community College-High Point High Point comMCOoL
Guilford Tech. Community College-Greensboro Greensboro COMCOL
Guilford Tech. Community College-Jamestown Jamestown COMCOL
Halifax Memorial Hospital (Ofc. Rural Hith.) Roanoke Rapids HEALTH
Harding High Charlotte HS
Hickory High Hickory HS
Hickory-Newton Conover-MPO (WPCOG) Hickory LOCGOV
High Point Central High Highpoint HS
Hillside High School Durham HS

Hit It - Haywood County Waynesville COMCOL
Hoggard High Wilmington HS
Holmes High (Chowan County.Board) Edenton HS

J.C. Price Complex Greensboro ComMCOL
Jackson Co. Health Department (DEHNR#3) Sylva HEALTH
Laney High Wilmington HS
Lenoir Community College Kinston comMCOoL
Lincoln County School of Technology Lincointon HS
Lumberton Senior High Lumberton HS
Maiden High Maiden HS
Manteo High Manteo HS
Mattamuskeet High School Swan Quarter HS
McDowell Tech Comm. College Marion COMCOL
MCNC - 5§ Connections - #1 RTP SPEC
MCNC - 5 Connections - #2 RTP SPEC
Mitchell Community College Statesville CcomMCcOL
Montgomery Community College Troy COMCOL
NC Central University Durham UNIVER
NC School of Science & Math Durham UNIVER
NC School of the Arts Winston-Salem UNIVER
NCDot/Gis Raleigh SPEC
New Hanover High Wilmington [HS

New Hanover Med.Ctr./Coastal AHEC Wilmington HEALTH
New Horizons Center Franklin SPEC
North Mecklenburg High Chariotte HS
Northeast Guilford High MclLeansville HS
Northern Nash High Rocky Mt. [HS
Northwest Guilford High Greensboro HS

Our Community Hospital (Ofc. Rural Hith.) Scotland Neck HEALTH
Page High Greensboro HS
Pender Correctional Institution Burgaw |CORR
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Pender High Burgaw HS
Perquimans County Schools Hertford HS

Pitt Community College Greenville COMCOL
Plymouth High Plymouth HS
PPCC District Health Department Elizabeth City HEALTH
Pungo District Hospital (NTIA) Belhaven NTIA
Purnell Swett High Pembroke HS
Ragsdale High Greensboro HS

Red Springs High Red Springs HS
Roanoke A./Hampton Woods (Office of Rural Health) Jackson HEALTH
Robeson Comm. College Lumberton CoOmMCOL
Rocky Mount Senior High Rocky Mount HS
Rowan Cabarrus CC - North Salisbury CcomMCOL
Rowan Cabarrus CC - South Concord COMCOL
SIPS (Ofc. of St.Controlier) Raleigh SPEC
SIPS Data Network (WAN) Raleigh SPEC
Smith High Greensboro HS

South Robeson High Rowland HS
Southeast Guilford High Greensboro HS
Southeastern Community College Whiteville COMCOL
Southeastern Regional Med. Ctr. (NTIA) Lumberton NTIA
Southern Guilford High Greensboro HS
Southern Nash Senior High Bailey HS
Southwest Guilford High High Point HS
Southwestern Community College Sylva coMCOL
St. Pauls High St Pauls HS

St. Stephens High Hickory HS
Topsail High Hampstead HS

UNC - Asheville Asheville UNIVER
UNC - Charlotte Chariotte UNIVER
UNC - General Administration Chapel Hill SPEC
UNC - Greensboro Greensboro UNIVER
UNC - Pembroke Pembroke |UNIVER
UNC - Program on Aging (Ofc Rural Hith.) Chapel Hill HEALTH
UNC - School Of Public Health Chapel Hill HEALTH
UNC - Wilmington Wilmington |UNIVER
Washington High Washington HS
Weaver Education Center Greensboro HS

West Brunswick High Shallotte HS

West Lincoln High Lincolnton HS
Western Carolina University Cullowhee UNIVER
Western Guilford High Greensboro |HS
Wilson County Health Department, (DEHNR#5) Wilson |HEALTH
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County Name NAME CLASSIFICATION
Beaufort

Beaufort County Community College COMCOL

Pungo District Hospital (NTIA) NTIA

Washington High HS
Brunswick

Brunswick Community College coMcoL

West Brunswick High HS
Buncombe

Ctr. for Geo. Info. Analysis - Asheville SPEC

UNC - Asheville UNIVER
Cabarrus

Rowan Cabarrus CC - North COMCOL
Catawba

Bandys High HS

Bunker Hill High HS

Catawba (County of) LOCGOV

Catawba Co. Health Dept.(DEHNR#2) HEALTH

Catawba Memorial Hospital HEALTH

Catawba Valley Community College CoMCOoL

Catawba Valley High HS

Fred T. Foard High HS

|Hickory High HS

Hickory-Newton Conover-MPO (WPCOG) LOCGOV

Maiden High HS

St. Stephens High HS
Chowan

Holmes High (Chowan County.Board) HS
Columbus

Southeastern Community College COMCOL
Cumberiand | '

'Cumberland Co. Healith Dpt. (DEHNR#4) HEALTH

Fayetteville State University UNIVER

Fayetteville Tech. Community College COMCOL
Dare

Cape Hatteras School HS

2/4/97

Page.1




SITES BY COUNTY BY SITE NAME

O8C /A2

Manteo High HS
Durham
Duke University (Test-Bed Site) TESTB
Duke University Medical Center (NTIA) NTIA
Durham (City of) LOCGOV
Hillside High School HS
MCNC - 5 Connections - #1 SPEC
MCNC - 5 Connections - #2 SPEC
Microelectronics Center - #3 (MCNC Test-bed) TESTB
NC Central University UNIVER
NC School of Science & Math UNIVER
Edgecombe
Edgecombe Community College COMCOL
Forsyth '
Bowman Gray School of Medicine (NTIA) NTIA
Forsyth Memorial Hospital ' HEALTH
Forsyth Tech. Community College COMCOL
NC School of the Arts UNIVER
Gaston
Gaston College COMCOL
Guilford
Andrews HS-High Point HS
Dudiey High HS
Eastern Guilford High HS
Grimsley High HS
Guilford Tech Community College-Aviation COMCOL
Guilford Tech Community College-High Point COMCOL
Guilford Tech. Community College-Greensboro COMCOL
Guiiford Tech. Community College-Jamestown COMCOL
High Point Central High HS
J.C. Price Complex comMcoL
Northeast Guilford High HS
Northwest Guilford High HS
Page High HS
Ragsdale High HS
Smith High HS
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|Southeast Guilford High HS

|Southern Guilford High HS

Southwest Guilford High HS

UNC - Greensboro UNIVER

Weaver Education Center HS

Western Guilford High HS
Halifax

Halifax Memoria! Hospital (Ofc. Rural Hith.) HEALTH

Our Community Hospital (Ofc. Rural Hith.) HEALTH
Haywood

Hit it - Haywood County COMCOL
Hyde

Mattamuskeet High School HS
iredeli

Mitchell Community College comcoL
Jackson

Jackson Co. Health Department (DEHNR#3) HEALTH

Southwestern Community College COMCOL

Western Carolina University UANIVER
Lenoir

Lenoir Community College COMCOL
Lincoln

East Lincoln High HS

Lincoln County School of Technology HS

iWest Lincoln High HS
Macon i

iNew Horizons Center SPEC
Martin |

|Martin Comm. Coliege & NE TAC comcoL
McDowell i

iMcDowell Tech Comm. College COMCOL
Mecklenburg i

|Central Piedmont Community College COMCOL

ECharlotte/Meck Public Library LIB

!East Mecklenburg High HS

|Harding High HS

|North Mecklenburg High HS

|UNC - Charlotte lUNIVER
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Montgomery |
Montgomery Community College COMCOL
Southern Correctional Institution CORR
Nash
Northern Nash High HS
Rocky Mount Senior High HS
Southern Nash Senior High HS
New Hanover
Cape Fear Community College COMCOL
Hoggard High HS
Laney High HS
New Hanover High HS
New Hanover Med.Ctr./Coastal AHEC HEALTH
UNC - Wilmington UNIVER
Northampton -
Roanoke A./Hampton Woods (Office of Rural Health) HEALTH
Onslow
Camp Legume USA marine base (NTIA) NTIA
Coastal Carolina Community College COMCOL
Orange
UNC - Chapel Hill (Test-Bed Site) TESTB
UNC - General Administration SPEC
UNC - Program on Aging (Ofc Rural Hith.) HEALTH
|UNC - School Of Public Health HEALTH
Pasquotank
Elizabeth City State University UNIVER
|PPCC District Health Department HEALTH
Pender |
}Cape Fear Community College Satellite COMCOL
|Pender Correctional Institution CORR
iPender High HS
Topsail High HS
Perquimans
Perquimans County Schools ‘!HS
Pitt |
East Carolina University Med. Ctr. (NTIA) NTIA
ECU-Academic UNIVER
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Pitt Community College COMCOL
Robeson

|Fairmont High HS

ILumberton Senior High HS

Purnell Swett High HS

Red Springs High HS

Robeson Comm. College COMCOL

South Robeson High HS

Southeastern Regional Med. Ctr. (NTIA) NTIA

St. Pauls High HS

UNC - Pembroke UNIVER
Rowan |

Rowan Cabarrus CC - South COMCOL
Tyrrell

Columbia High School HS
Vance

Vance-Granville Comm. College COMCOL
Wake i

Controliers Office (Bush Street) SPEC

Ctr. for Geo. Info. Analysis - Raleigh SPEC

Department of Community Colleges SPEC

Department of Public Instruction SPEC

Div.of Emergency Mgmt./Agency for Public Telecom. SPEC

NC History Museum (Dept. Cult. Resources) SPEC

INCDoGs SPEC

NCSU (Test-Bed Site) TESTB

SIPS (Ofc. of St.Controlier) SPEC

SIPS Network (TestBed) TESTB

SIPS Data Network (WAN) SPEC
Washington |

Plymouth High HS
Watauga

Appalachian State University UNIVER
Wilson

iEastern NC School for the Deaf SPEC

anIson County Health Department, (DEHNR#S5) HEALTH
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DEVELOPING SITES BY CLASSIFICATION

NAME cITY CLASSIFICATION
Martin Comm. College & NE TAC Williamtston COMCOL
Vance-Granville Comm. College Henderson COMCOL
Southern Correctional Institution Troy CORR
Controllers Office (Bush Street) Raleigh SPEC
Ctr. for Geo. Info. Analysis - Raleigh Raleigh SPEC
NC History Museum (Dept. Cult. Resources) |Raleigh SPEC
DEVELOPING SITES BY NAME
NAME CLASSIFICATION ciIy
Ctr. for Geo. Info. Analysis - Raleigh Raleigh SPEC
Martin Comm. College & NE TAC Williamtston COMCOL
NC History Museum (Dept. Cult. Resources) |Raleigh SPEC
Southern Correctional Institution Troy CORR
Vance-Granville Comm. College Henderson COMCOL
TESTBED SITES BY NAME
NAME CITY CLASSIFICATION
Duke University (Test-Bed Site) Durham TESTB
Microelectronics Center - #3 (MCNC Test-bed) |RTP TESTB
NCSU (Test-Bed Site) Raleigh TESTB
SIPS Network (TestBed) Raleigh TESTB
UNC - Chapel Hill (Test-Bed Site) Chapel Hill TESTB

2/10/97
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INTERNAL SERVICE FUND - BUDGET CODE 74160

’

FUND 7228-APPLICATIONS DEVELOPMENT SERVICES

Applications Development Services (ADS) provides SIPS clients with quality, cost-
effective, automated system solutions to their legislated responsibilities, while providing
an environment that fosters a culture of learning and personal growth for employees.
ADS utilizes the delivery system potential in the computer system platforms and data and
voice networks provided by the other sections in SIPS (DCS, CCS, and STS).

Major Initiatives for FY 1996-97

¢ Refocus ADS activities to place more emphasis on “development” rather than
“maintenance,” and balance the use of contractual services as appropriate.
¢ Improve project management and technical skills through active participation
in an IRMS-wide technical skills assessment.
¢ Provide ongoing staff training in client/server development while focusing on
re-engineering and design concepts.
¢ Select and implement new project management tools and standards.
¢ Develop production turnover standards for ADS.
¢ Complete the ADS Endevor implementation.
¢ Customizing Vantive for client help desks.
¢ Evaluate the next generation of client/server tools,
¢ Select a full complement of developer tools that includes UNIX modeling,
testing, and Internet development.
¢ Provide application support for the pilot of a new imaging service consistent
with the state IRM imaging architecture utilizing open systems standards.
¢ Provide application and database administration support for middleware /
DCE implementation.
Complete the planning for the Year 2000 conversion effort, and begin
converting critical applications.Develop a framework for public
information delivery to ADS clients.
+ Support the implementation of the new financial billing system for STS.
¢ Perform the annual independent review of ADS costs and services.
1995-96 1996-97 1997-98 1998-99
ACTUAL AUTHORIZED RECOMMENDED RECOMMENDED
TOTAL REQUIREMENTS $4,289,583 $6.457,136 $6,466,769 $6,473,977
RECEIPTS $3,745,637 $7.168,635 $6,466,769 $6,473,977
FUND BALANCE (5543,946) $711,499 $0 $0
NUMBER OF POSITIONS 51.00 62.00 62.00 62.00
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SIPS Rate Schedules




SIPS Rate Development Process
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FY 1996-97 SIPS Rate Schedules

(Effective July 1, 1996)

CPU Batch Processor 5.50 CPU Minute
CPU On-line CICS 24.00 CPU Minute
IMS 24.00 CPU Minute
TSO - 24.00 CPU Minute
ROSCOE 24.00 CPU Minute
UNIX Servers CPU 0.22 CPU Minute
Storage 0.13 MB/Month ‘
Server Technical Support 1,000.00  Server/Month
Storage Disk, Public ' 0.007 MB/Day
Disk, Private 0.1825 MB/Month
Tape, HSM 0.003 MB/Day
Tape Mounts 2.65 Each
Tape Days 0.06 - Tape/Day
Optical On-Line 0.1900 MB/Mo
Optical Off-Line 0.0150 MB/Mo
Off-Site Storage  Forms (climate control) 216.00 Mo/100 cu. ft.
Forms 80.00 Mo/100 cu ft.
Printing Laser 3900 (at SIPS) 0.04 8.5"xI|"” page
Impact printing (at SIPS) 1.00 1000 lines
Client Site no charge n/a

Table |. Centralized Computing Services Rate Schedule for FY 1996-97 (Page | of 2)
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Centralized Computing Services

Special Services DISOSS Office Automation 8.00 User/Mo
AP Newswire 8.00 User/Mo
Microfiche Original 0.60 Copy
Duplicate 0.07 Copy
16mm Film Original 0.02 Frame
: Duplicate 0.0025 Frame
Supplies |-Part Paper 19.50 Case
3-Part Paper 24.50 Case
I-Part White 24.00 Case
I-Part Narrow 12.00 Case
I-Part Narrow Pink 18.40 Case
3-Part Narrow 19.50 Case
Laser 3900 15.00 Case
Labels 12.00 Case
3-Wide Labels 22.50 Case
Labor Rates Off-Line Operator 11.50 Hour

‘ Table |. Centralized Computing Services Rate Schedule for FY 1996-97 (Page 2 of 2)



Line Rates Single Line:
Southern Bell 20.50 Line/Mo
GTE 24.00 Line/Mo
CTT 20.50 Line/Mo
Network Access Lines:
Southern Bell 26.50 Line/Mo
GTE 26.50 Line/Mo
CTT 26.50 Line/Mo
Key System:
Southern Bell 23.00 Line/Mo.
GTE 27.50 Line/Mo
c1T 23.00 Line/Mo
PBX:
Southern Bell .65.00 Line/Mo
GTE 65.00 Line/Mo
CcTT 65.00 Line/Mo
Moves and
Changes Installations and Repairs:
Merlin and Single Line 45.00 Hour
Toshiba 70.00 Hour
Cabling and Wiring:
Work Units Cost Cost
Time 40.00 Hour
Materials Cost Cost
Voice Mail Voice Mail 4.50 Box/Mo.
Voice Mail - Extended 6.50 Box/Mo.
Voice Mail - Extra 9.00 Box/Mo.
infoBox 3.50 Box/Mo.
Auto Attendant 0.06 Minute
Fax Mail 2.00 Box/Mo.
Voice Response Mail Box 4.50 Box/Mo.
Applications 0.18 Minute

Table 2. State Telecommunications Services Rate Schedule for FY 1996-97 (Page | of 4)
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Computer Data Network

SNA SNA Logical Units 9.00 Port/Mo.
Client-Owned Control Units:
9.6 KBPS Circuit 137.00 Circuit/Mo.
Above 9.6 KBPS Circuit 193.00 Circuit/Mo.
SIPS-Owned Control Units:
DHR Transfers 20.00 port/Mo.
DHR (SIPS-purchased) 29.00 port/Mo.
DOT (SIPS-purchased) 30.00 port/Mo.
All Others 15.00 port/Mo.
Point-to-Point:
Installation 1,200.00 One-time
DSU Maintenance 6.00 Month
Dedicated Communications Cost Circuit Cost
Line

‘ Wide Area Network (WAN)

installation Cost One-time
56 KB Circuit
Primary Access 650.00 LAN/Mo.
Multiple LAN 250.00 LAN/Mo.
Community Network Setup 200.00 One-time/LAN Seg.
Community Network Service 25.00 LAN Seg./Mo.
More than 56 KB Circuit Cost Circuit Cost
NCIH WAN:
Client-provided router & DSU 240.00 LAN/Mo.
STS-provided router & DSU 400.00 LAN/Mo.
10 MB 400.00 LAN/Mo.
Multiple LAN 250.00 LAN/Mo.

Dial-Up IP Service 34.00

AAMVANet Network Service Cost Cost per Unit

Table 2. State Telecommunications Services Rate Schedule for FY 1996-97 (Page 2 of 4)
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Packet Switch (X.25)

Monthly Service:

Host Circuits 350.00 Circuit/Mo.
Host Traffic Kilo Seg. .13 Kilo Seg.
Local Dial-Up Minute 0.04 Minute
Local Dial-Up Kilo Seg. 1.45 Kilo Seg.
1-800 0.13 Minute
Network Userids & Passwords 1.00 ID/Mo.
One-Time

Userids and Passwords 5.00 One-time
SIM/PC Software Copies 185.00 One-time

Transport Services

Long Distance
State Yoice Network:
Intra-State 0.08 Minute
Triangle / Triad 0.075 Minute
Interstate 0.08 Minute
Toll Tariff Minute ’
LD Off-Shore Tariff Minute
International Tariff Minute
1-800 Service:
Switched 0.15 Minute
Dedicated 0.10 Minute
1-700 State Virtual Network:
Intra-State 0.14 Minute
Interstate 0.16 Minute
International Tariff Minute
Credit Card
Intra-State 0.20 Minute
Interstate 0.25 Minute
International Tariff Minute

Table 2. State Telecommunications Services Rate Schedule for FY 1996-97 (Page 3 of 4)
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Telecommunications Se

Wireless

Cellular Base rate 16.00 Month
Long Distance Use 0.15 Min. (+ airtime)
Air-time rates:
0 to 60 minutes free Minute
61 to 100 minutes 0.30 Minute
101 to 150 minutes 0.27 Minute
151 to 200 minutes » 0.22 Minute
201 to 250 minutes 0.17 Minute
251 and greater 0.15 Minute

Note: Rate for airtime to be determined by level of usage.

Pagers Numeric Statewide (limited coverage) 4.00 Month
Alpha-numeric Statewide (limited
coverage) 7.50 Month
Voice Mail Retention Option 0.75 Month
Voice Mail Option 3.50 Month
800# for Pager 3.50 Month
Statewide Rural Numeric (Extended
Coverage) 6.50 Month

‘ Statewide Alpha (Extended Coverage) 16.50 Month
Table 2. State Telecommunications Services Rate Schedule for FY 1996-97 (Page 4 of 4)
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Video Classroom

Service Multiplexor 35,000.00 One-time
Premise Equipment 60,000.00 One-time
Codec 10,100.00 One-time
Room Renovations 2,500.00 One-time
Line Installation : 1,000.00 One-time
Service Installation 2,295.00 One-time
Monthly Service
NCIH Connection 2,992.00 Month
Video Usage Charges 23.00 Hour
Intra LATA PVC
1.5 MBS 20.85 Month
1.5- 16 MBS 41.17 Month
16 - 30 MBS 82.34 Month
30- 34 MBS 390.00 Month
34 - 40 MBS 459.00 Month
40 - 45 MBS 516.00 Month
Inter LATA PVYC (one end in Raleigh)
1.5 MBS 159.00 Month ‘
10 MBS 1,262.34 Month
20 MBS - 2,524.36 Month
40 MBS 5,637.10 Month
Inter LATA PVC (no end in Raleigh)
1.5 MBS 297.76 Month
10 MBS 2,483.5] Month
20 MBS 4,967.00 Month
40 MBS 10,815.65 Month
Ongoing Charges
Personnel Cost Hour
Training Cost Day
Base Rate for Video Service L = Month
Hours of Usage i Hour

*** Rates subject to change pending General Assembly actions.

Table 3. North Carolina Information Highway Rate Schedule for FY 1996-97
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Applications Development Services

Director 72.00 Hour
Project Manager 67.00 Hour
Quality Assurance Specialist 65.00 Hour
Application Programmer 62.00 Hour
Senior Systems Analyst 60.00 Hour
Database Analyst 60.00 Hour
Systems Analyst 58.00 Hour
Analyst Programmer 55.00 Hour
Programmer 48.50 Hour
Clerical Support 25.00 Hour

Table 4. Applications Development Services Rate Schedule for FY 1996-1997



Systems Integration Services

LAN Support Class A Svc, Network 100.00 Year
Adapter

Internet Services Internet Mailing List 25.00 List
Internet Home Page 25.00 Month

Integration Services  Network Product 48.50 Hour
Technician
LAN Administrator 48.50 Hour
PC Production Technician 48.50 Hour
Systems Integrator 55.00 Hour
Requirements Analyst 60.00 Hour
Senior Systems Integrator 60.00 Hour
Project Manager 67.00 Hour
Clerical Support 25.00 Hour

Miscellaneous Services

;’:;f;t;’;d Training T raining Room 210.00 Day
Video Conference Room 210.00 Day
(general use)
Video Conference Facilities 75.00 Hour

Table 5. Distributed Computing Services Rate Schedule for FY 1996-97
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Positioning for the 21st Century

What a difference 10 years can make. ..

Just a decade ago, for example, only a few of us had heard of the
Internet; now, 25 million Americans log on daily.

Just a decade ago, North Carolina became the last state in the
nation to create a controller position; today, the Office of the State
Controller has a critical role in positioning the state's financial and
technological resources for the 21st century.

Just a decade ago, our state was unable to comply with the
Generally Accepted Accounting Principles established by the
Governmental Accounting Standards Board: for fiscal years ending
1994 and 1995, we received the Certificate of Achievement for
Excellence in Financial Reporting.

The Controller's Office is proud of our accomplishments and want our
‘ customers—the state’s elected officials, public managers and citizens—to
know about them. That's why we wrote this summary report.

Since our goal is to make such information more accessible and
understandable, we have deliberately left out the technical terms, jargon
and acronyms generally associated with public finance and information
technology. For those interested in more detailed information, additional
documentation is available from our office.

North Carolina's Financial Functions

To appreciate our progress, it's necessary to have a basic understanding
of what the Office of the State Controller does and how our office fits into
the larger picture of state government. At the simplest level, the state
manages four basic financial functions:

Budgeting. As director of the budget, the Governor delegates
management responsibility to an appointed chief budget officer.
The budget officer tfracks economic and other trends to project
revenues and expenditures and prepare a budget, which reflects
the priorities established by the Governor.

Page 3
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Banking and investing. The State Treasurer is elected to serve as the ‘
state's banker and investment officer. In this position, he or she is

responsible for the state's banking function, managing the state

and local government's public bond indebtedness, managing the

retirement fund, and investing funds to get the highest return.

Auditing. A post-audit of the state’s financial statements is
conducted by the elected State Auditor. To conduct such an
audit, the Auditor must meet clearly defined standards for
independence.

Accounting. This is where the Office of State Conftroller fits in. The
State Controller is appointed by the Governor, and confirmed by
the General Assembly, for a seven-year term as the state’s chief
financial officer. In that role, the Controller is responsible for
prescribing a uniform state accounting system and for preparing
financial statements in accordance with Generally Accepted
Accounting Principles.

In other words, the Office of the State Controller translates the state's

budget into action. We manage all disbursement functions, assuring that

no department spends monies without the proper allotments. This ‘
includes:

e Charting the state's cash flow
e Translating volumes of data into “decision-useful” information
e Tracking fluctuations to identify trends and signals

¢ Providing information to help the Governor keep the budget in
balance, as required by law

North Carolina’s Information Resource Management

The Office of the State Controlier also has responsibility for the
management and operation of the state’s shared technology resources
for the executive branch of state government. In 1992, the Legislature
established the Information Resource Management Commission in this
office. The IRMC, as it is more commonly known, has authority for
management oversight of the state's information technology (see
“"Appendix A - The Information Resource Management Commission"” on
page 28 for a list of the current IRMC members).

Page 4
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% Research and Compliance
%« Cash Management

% Accounting Control

r Financial Reporting

% Central Payroll

% North Carolina Accounting System (NCAS) Model
% NCAS Implementations

% NCAS Client Support

% NCAS System Functional Administration

% NCAS Technical Administration

%« NCAS System Security

Policy
% Technology Leadership and Direction

% Technology Architecture

% Technology Planning

Operations
?r Shared Computing Services

% Telecommunications Services
r Distributed Computing Services

% Applications Development Services

% Purchasing Services

r Fiscal Services
% Personnel Services

?r General Administrative Support

Exhibit 1: The Office of the State Controller Organizational Chart
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The financial and technical sides of our operation are more closely ' ‘
related than it might appear at first glance, and are becoming more so
every day. How?e

Both are critical for the state. North Carolina state government
simply cannot function without an operational and effective
accounting system or technology infrastructure.

Both require a statewide perspective. The Controller's Office has to
be visionary in looking at the state and managing key operations.

Both demand the highest professional standards. There is no room
for error: the Controller's Office must provide a professional setting
in which both accounting and technology are done right.

Financial Accountability

With annual revenues of $18 billion, North Carolina state government is a
huge business. If the state were a private institution, it would rank right
near the top of the nation's Fortune 500 companies. But in terms of
accounting, it is even more complex, due to the variety of fund types and

cost centers. ‘

Our success is reflected in the award of the Certificate of Achievement for
Excellence in Financial Reporting by the Government Finance Officers
Association of the United States and Canada (GFOA). The Certificate of
Achievement is the highest form of recognition for excellence in state and
local government financial reporting.

In order to be awarded a Certificate of Achievement, a government unit
must publish an easily readable and efficiently organized Comprehensive
Annual Financial Report (CAFR), whose contents conform to program
standards. Such CAFR must satisfy both Generally Accepted Accounting
Principles and applicable legal requirements.

A Certificate of Achievement is vaiid for a period of one year only. We
believe our CAFR continues to conform to the Certificate of Achievement
program requirements and we will be submitting our CAFR for the current
year to the GFOA.

We are just as proud of our record in implementing the recommendations

of the Government Performance Audit Committee, a statewide

reinvention study commissioned by the General Assembly. The Office of

the State Controller has already implemented the Committee’s 1992 .

Page é
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‘ recommendations for cutting costs and improving services in every area
not requiring statutory change.

Specifically, the Office of the State Controller is enhancing financial
- accountability by: '

1. Implementing a new statewide accounting system that positions the
state well for the 21st century.

Last year, the Controller’s Office installed a new on-line, real-time
accounting system that will allow the state to restructure the way it does
business. Eventually, it will stabilize the costs of accounting, which have
been growing exponentially compared to the state's budget.

The North Carolina Accounting System provides a consolidated financial
system, which eliminates the need for many individual business systems in
each agency. As aresult, time-consuming and costly activities such as
system definition, training, technical support and system modifications can
be done just once, rather than multiple times. Roughly 3,300 people have
been brought up on the new system this year; a total of 9,000 will be
connected by the end of 1997.

‘ State of North Carolina Financial Systems Division
Office of = North Carolina Accounting System (NCAS)
the State
~ NCAS Core M
Controller odules
Accounts Accounts
Payable Receivable
. Fixed
Purchasing Assets
Project
Inventory Tracking
Budgetary General
Control Ledger
INFORMATION ACCESS
On-Line Inquiry / Information Expert Report Generator
RMDS / SmartStream Decision Support
Exhibit 2: The North Carolina Accounting System Improves Business
Processes
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What the North Carolina Accounting System does is build a bridge to the .
21st century. It helps the state's managers do their jobs better by
providing improved financial controls, including:

¢ Standard accounting policies and procedures
e A uniform chart of accounts

e More robust information collection systems

e More effective procurement processes

o More effective automated information access and reporting
tools

2. Improving management access to financial information.

In addition to enhancing the statewide business environment, the North
Carolina Accounting System results in more consistent and useful reports
to the state's decision-makers.

Users, legisiators and public managers are particularly enthusiastic about

our SmartStream Decision Support System, which provides a clear, simple

and attractive interface to voluminous accounting information. Through ‘
SmartStream, the Office of the State Controller can respond to requests for
information in a timely way: reports that used to require 60 days to

prepare can now be accessed the same day!

Since this effort is the first in state government to use open distributed
technology, we have backed up all systems with extensive training and
support. Computer-based training on systems and documentation is
offered on-line and updated continually. Policies and procedures thus
stay current, replacing volumes of printed manuais.

For the General Assembly, this means members or staff can key into the
database and get needed information immediately. For the agencies, it
places additional pressure to operate efficiently, since information can be
accessed at any time. For citizens, it adds up to savings of time and

money.

3. Achieving economies of scale and setting the stage for further cost
savings.

centralizing functions including the help desk, trade vendor files,

The new accounting system provides significant economies of scale by I

Page 8
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commodity files, security policies and procedures, and disaster recovery
management. Centralization of this kind eliminates redundant activity in
different departments and agencies, improves the quality of the
information and reduces the costs of providing this information.

However, the greatest fiscal impact of the system is the opportunity it
provides for continued growth of the state’'s financial environment. By
establishing an automated, common platform from which critical
financial information can be derived, the North Carolina Accounting
System provides a foundation for integration of other financial systems.

It is difficult to estimate the system's potential cost impact, since it
depends on the steps agencies take to realign the organization, readjust
staffing and use the system's capabilities. However, the estimated one-
time cost avoidance of implementing a single system, rather than an
agency-by-agency implementation, is estimated at over $42 million. We
estimate that the system can provide $20 million in annual cost savings
and cost avoidance by taking advantage of all of its benefits.

4. Publishing a Comprehensive Annual Financial Report (CAFR) before
December 31, with a clean audit opinion.

Enhancements to the financial accounting system made over the last
three years allowed a smoother transition from the annual cash
accounting basis to the required Generally Accepted Accounting
Principles. This shift enabled the Office of the State Controller to publish a
Comprehensive Annual Financial Report (CAFR) before December 31 for
fiscal year 1994.

Our CAFRs for fiscal years ending 1994 and 1995 were awarded the
Certificate of Achievement for Excellence in Financial Reporting by the
Government Finance Officers Association of the United States and
Canada (GFOA). The Certificate of Achievement is the highest form of
recognition for excellence in state and local government financial

reporting.

In order to be awarded a Certificate of Achievement, a government unit
must publish an easily readable and efficiently organized comprehensive
annual financial report, whose contents conform to program standards.
Such CAFR must satisfy both Generally Accepted Accounting Principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We
believe our CAFR continues to conform to the Certificate of Achievement
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program requirements and we will be submitting our CAFR for the current ‘
year to the GFOA.

5. Reorganizing accounting operations to reduce costs.

Merging two divisions of the Office of State Controller—Agency
Accounting Services and State Accounting System—into one division with
a single director improved services and reduced costs. Now financial
support to state agencies is more focused, and the office saves
approximately $90,000 annually by abolishing a redundant management

position.

At the same time, we were able to eliminate two clerical positions, for an
annual savings of approximately $50,000.

é. Implementing a Stalewide Accounts Receivable Program (SARP).

The Office of the State Controller is in the process of fulfiling a General
Assembly mandate for establishing a Statewide Accounts Receivable
Program, including defining policies and procedures, debtor information
requirements, debt setoff collection policies and reporting requirements.

Our review of agency accounts receivable found inconsistent policies .
and procedures and a number of manual systems. To bring order to the

process, we have revised policies and procedures in coordination with the

Attorney General, central managers and agency fiscal staff. This

information has been published in both printed and electronic form.

As this report went to press, our office was completing work to develop
the statewide accounts receivable model as part of the new accounting
system. We believe this effort will help the state maximize collection of
past-due accounts receivable.

7. Enhancing administrative functions.

Administrative functions of the Office of the State Controller support both
our financial and information technology responsibilities. The more we
streamline and update these services, the better we can accomplish our

mission.

Toward that end, we have recently:

e Consolidated administrative activity—including purchasing,
facilities management, warehousing, mail services, motor ‘
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vehicle administration, technical writing, graphics support and
receptionist/telephone operators—in an administrative services
section, as of November 1994

e Developed and published an Administrative Procedures Manual,
distributed to all staff in the Office of the State Controller in early
1995; issued an on-line version in June 1996

e Developed a comprehensive business plan for the State
Information Processing Services (SIPS), as described later in this

report
Information Resource Management

When it comes to information technology. the Office of the State
Controller is focused on making sure the state has the right equipment to
conduct the business of government effectively and efficiently. It is a tall
- order. Technology is changing so rapidly, we must continually envision
what tomorrow will look like, even as we are busy providing services
today.

On the policy side of the organization, then, the Information Resource
Management (IRM) group, working with the information Resource
Management Commission (IRMC), is responsible for providing strategic
direction so the state can deploy technology as a whole, rather than as a
collection of individual units. Our objectives are three-fold:

o To develop a clear technical architecture that can be used by
all the parties in deploying technology wisely

e To establish a planning process to assure that we link our
technology strategy to our business strategy

e To provide a quality assurance program that will maximize the
value of the state’s limited technology resources

On the operations side, State Information Processing Services (SIPS) exists
to provide shared computer resources for the state. Our job is to maximize
those resources—and a recently completed benchmarking study shows
that our operations compare “very favorably” with the best-run
technology operations in the country. We are also working to leverage
the state's buying power in a shared environment, following the example

of the private sector.
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The focus here is on: ‘

e Providing a state-of-the-art shared computing service for
governmental entities

e Establishing the North Carolina integrated Information Network
(NCIIN) to meet the state's communications needs

e Developing operations to effectively implement new and
emerging technologies

Recent steps taken by the Office of the State Controller are helping the
state better manage its critical information resources by:

1. Providing executive leadership in information technology, as well as
support for the Information Resource Management Commission (IRMC).

Based on the 1992 recommendation of the Government Performance
Audit Committee, the Office of the State Controller established a new
position of Deputy State Controller for Information Resource Management.
This position provides a single focus for developing technology policy and
for providing services to state government customers.

The Deputy State Controller for Information Resource Management also '
serves as a liaison for the IRMC, a statutory body that sets policy for
computing, telecommunications and information sharing in the executive

branch.

2. Developing a comprehensive business plan.

The Office of the State Controlier developed a new comprehensive
business planning process for SIPS, including a Demand Projection
System—an automated, accurate method for projecting customer
demand for SIPS computing services—and a formal, printed business plan.

At the same time, a new billing system for central computing was installed
to establish a cost-driven rate schedule for recovering SIPS costs. The new
system improves billing accuracy and has helped identify reductions in
the cost of processing applications for state services. As a result of these
financial initiatives, SIPS saved $37.3 million between fiscal years 1994 and

1996.
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3. Implementing recommendations of the Government Performance
Audit Committee (GPAC).

The Government Performance Audit Committee identified opportunities
for increased efficiency in information technology and
telecommunications operation, as outlined in the group's 1992 report. The
Office of the State Controller has studied these recommendations
carefully and has implemented virtually all of those that do not require
statutory changes.

Many of the accomplishments outlined in this report are the result of
GPAC recommendations. Others include:

e Consolidating multiple state networks

e Completing a procurement process which cggregc’res
intergovernmental volumes into a single state contract for each
service

e Developing a common systems development iife cycle
methodology, based on METHOD/1

e Implementing program change control and version/release
methodology for software development '

e Developing a single, integrated data center service, with
common standards for all computing environments

e Cross-training systems and operational personnel

4. Preparing an annual document for the General Assembly to guide the
future of technology in state government.

The Statewide Technology Strategies and Initiatives document published
by Information Resource Management describes North Carolina’s
approach for managing information and communications technology,
which will guide the implementation of systems by state institutions.

The publication, submitted to the General Assembly in 1995, forms the
foundation for the development of a detailed technical architecture. This
architecture will ensure that state agencies purchase compatible,
economical and upgradeable hardware and software. As a follow-up to
this document, we are preparing recommendations for the General
Assembly to aid in future technology management.
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5. Creating the North Carolina Integrated Information Network—a data .
communications network with multiple levels of interoperable access.

While the information highway has proven what it can do, that doesn't
mean that it is the only answer to the state's future technology needs. In
fact, the state operates a web of interoperable “narrowband” and
“broadband" networks known as the North Carolina integrated
Information Network (NCIIN}. The network is based on four principles:

e Universal service

e Equalized rates

e Shared resources

e Public/private partnerships

The NCIIN is a new structure established by the Office of the State
Controller for managing the network. It provides a toolkit of connection
services that provide appropriate communications to government
agencies at whatever level they want—from Internet access to high-
speed, full-motion video. Current offerings include:

¢ Low-cost dial access service, which allows government entities
to access remote locations with only a personal computer and a ‘
telephone

e ANCHOR Net, a wide area network service that provides a lower
cost, data-only alternative to the highway

e Access Net, a developing service that will provide data
communications for a segment of state government locations
not adequately served by other services

The goalis to provide a range of capabilities that are interoperable and
upgradeable, to meet the needs of the state's customers, now and well
into the 21st century. What we are talking about is an integrated network
that gives people the information capacity they need, where and when
they need it, at a cost they can afford.

6. Implementing the Governor's plan for a North Carolina Information
Highway.

SIPS is responsible for implementing the state’s bold vision of an advanced
telecommunications network capable of meeting the state's evolving

needs, stimulating economic development and addressing issues of

equity in education and health care. In cooperation with the Governor's ‘
chief advisor for technology, policy and budgets, along with
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representatives from higher education, public education, local
government and the telephone companies, we developed a
telecommunications technology architecture to facilitate the vision—and
transiated that architecture into an implementation plan.

In August 1994, SIPS brought the North Carolina Information Highway on-
line, initiating the first large-scale deployment of SONET/ATM technology in
the country. Since then, an additional 125 sites have been added to the
network, with 15 more planned. The mqjority of these sites and
applications have been funded by the General Assembly.

7. Implementing a quality assurance framework to improve the
management and development of technological projects.

North Caroling, like other states, has experienced difficulties in the
development and delivery of major information technology projects.
Many system implementation projects exceed time estimates and
budgets—and fail to deliver the desired results.

To help agencies avoid such problems, the Information Resource
Management division has developed a comprehensive quality assurance
framework. As a result of this framework, the agencies' information
technology departments are now:

¢ Implementing formal software development processes
e [mplementing project management procedures

e Implementing quality assurance functions

e Restructuring troubled projects

8. Achieving economies of scale that reduce the costs of computing.

The goal of the Office of the State Controller is to maximize the return on
the state's technology investments. Over the last decade, we have
continually reduced the cost per unit of computing. What cost one doliar
to compute in 1986 costs just 12 cents today.
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$1.00
$1.00 __(Base Year)

« What cost $1.00 in 1986,
costs $0.12 in 1996 |

$0.90

$0.80
(-20.1%)

$0.80 ~

$0.71
(-11.3%)
$0.64
(-10.4%)

$0.70

$0.60

$0.54

(-15%) $0.51

(-5%)
$0.50 =

$0.45
(-12%)

$0.36

$0.40 -
(-19.1%)

$0.30 3= $0.25
(-30%)

$0.21
(-16.32%)

$0.14
(-35.24%) $0.12
(-14.3%)

$0.20 ~

$0.10 ~

7-86 7-87 788 789 10-80 791 192 792 193 195 795 7-96

Exhibit 3: The Cost of Computing Services is Dropping

9. Allowing large-scale competitive bidding of computer hardware.

Beginning in 1994, the State Controller called for the switch from a sole-
source provider for mainframe technology to purchasing by competitive
bid. The competitive bid process interjects competition into the process—
a great advantage in high-volume procurements of mainframe processor
and storage resources.

This strategy has significantly reduced the costs of computer processing,
floor-space requirements and environmentals, such as electricity and
water. Through the competitive bid process, the state will save over $28
million between fiscal year 1994 and fiscal year 1997.
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10. Using innovative practices to reduce the costs of software and
telecommunications equipment.

Through aggressive negotiation, the Office of the State Controller has
successfully reduced the expected costs of mainframe software
expenditures by 33 percent—or $20 million—over a five-year period.

In addition, SIPS developed a comprehensive set of convenience
contracts for telecommunications equipment, using the state’s buying
power as leverage. Contracts for electronic key systems, integrated voice
processing/voice response units and PBXs are expected to save the state
over $3.7 million from fiscal years 1994 to 1997.

11. Outsourcing and privatizing appropriate activities.

SIPS is partnering with the private sector, where appropriate, to reduce
costs and improve services. For example:

e By standardizing, consolidating and privatizing
telecommunications wiring, we were able to save over $1.5
million from fiscal years 1994 to 1997. The state will avoid an
additional $1 million in costs from streamlining the procurement
processes.

e We also reduced the cost of the state's digital
telecommunications infrastructure by outsourcing the provision
of the service, aggressively rebidding contracts and continually
reengineering the resource. The result is a savings of $511,000
between fiscal years 1994 and 1997.

e Qutsourcing all aspects of providing dial access to the Internet
and the North Carolina Integrated Information Network (NCIIN)
allows the state to avoid the expenses of building a large, robust
dial-access network. It is expected to amount to a cost
avoidance of $550,000 in equipment and network design costs,
as well as $200,000 in operational expenses in fiscal years 1996 to
1997.

e Privatizing the state-owned paging system and making services
available statewide through contractual arangements with
commercial companies will result in estimated savings of
$318,000 from fiscal years 1993 to 1997.

e Qutsourcing the installation and repair of network equipment
saved the state an estimated $210,000 in Wide Area Network
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installations in fiscal years 1994 through 1996. We expect to save ‘
another $140,000 in fiscal year 1997.

Assuring high quadlity service from contractors is a critical success factor in
such endeavors. As SIPS has moved into additional relationships with
vendors, we have therefore implemented an inspection process to
guarantee that the state receives the services it contracts for and that the
work performed adheres to established specifications.

12. Introducing state of the art equipment and techniques to assure
reliable, high performance services.

Implementing the most advanced technologies available for large-scale
use has paid off for SIPS. Our operating environment is one of the best in
the nation in terms of performance, reliability and service. Application
response remains under three seconds for over 95 percent of the
application transactions and the systems are available for over 99.9
percent of the scheduled hours.

In a recent study conducted by the Gartner Group Real Decisions

Company, SIPS' 1994-95 costs were compared to 600 other commercial

and governmental data centers. The overall cost for our services on a 24- ‘
hour-a-day, seven-days-a-week basis was 6 percent less than the industry

average and 18 percent less than other state and local governments.

When the service cost during normal business hours is compared, SIPS is 39

percent less than the industry average.
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1.6 For every $1.00 of client workload produced, SIPS spends $0.92.

1.4 7 1.12

BSE SIPS MIPS RD GOVT

This chart compares SIPS' efficiency to the following peer group clients:

BSE: The best performing data centers

MIPS: Similar size data centers

RD: All the data centers in the Real Decisions database
GOVT: Government data centers ,

Exhibit 4: SIPS' Costs Compare Favorably

We have also automated many manual computer operations, which is
improving productivity. For example:

¢ Automating startup and shutdown functions have made them
even faster—down from 45 minutes to 15 minutes per partition—
and more reliable.

¢ Installing high-speed robotic tape handlers to automate tape
mounts has dramatically reduced the need for additional tape
handlers and cut the time from several minutes to under 35
- seconds.

e These and other innovative steps have resulted in lower than
average staffing levels, as confirmed by the Gartner Group
report.
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13. Establishing regional “hubs” to enhance capabilities while reducing ‘
costs.

SIPS is now implementing a plan to offer agencies and schools data
communications services with greater capabilities and at a lower cost by
establishing regional internetworking hubs. These hubs will use the
capabilities of the North Carolina Information Highway, in effect allowing
SIPS to utilize this service as a data backbone. The result will be a savings
of approximately $930,000 once implemented on a statewide basis.

14. Reducing the cost of telephone services.

SIPS' aggressive effort to renegotiate contracts and consolidate call
volumes from various governmental groups has produced significant cost
savings for long-distance telephone service. State agencies’ have
realized a 25 percent reduction in the cost of state calls and a 43 percent
reduction in the cost of out-of-state calls.

Since fiscal year 1993, the in-state rates have fallen from 12 to nine cents

per minute and out-of-state rates have fallen from 16 to nine cents. While

the per call rate may not sound like much of a difference, it adds up

when you consider the state's average of 5 million minutes per month in ‘
in-state calling. We estimate the savings at $7 million per year. Savings for

other long distance telephone service for fiscal year 1993 to 1997 are -

highlighted in the accompanying chart.

Interstate Long Distance $ 3,800,000

International Long Distance $ 414,000
Long distance Credit Cards $2,811,000
800 Number Service $ 488,000

Exhibit 5: Long Distance Telephone Service Savings Add Up

The cost of basic telephone service has also decreased, as a result of
contractual language allowing the state to prepay the remainder of an
essential contract with Bell South for local telephone service. This
prepayment, which took advantage of lower interest rates and tax-
exempt financing, resulted in a savings of over $§1 million for the remaining
term of the contract.
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15. Using innovative strategies to generate additional revenues.

On the revenue side of the equation, the Office of the State Controller has
taken advantage of opportunities to generate new revenues. For
example, we coordinated the procurement activity and consolidated the
calling volumes of all members of the university system to produce a
lucrative contract for student long-distance telephone usage. The new
contract gives students in university housing lower long-distance rates and
provides revenues to the university system through commissions. Between
fiscal years 1994 and 1997, the commission payments will amount to $14.4

million.

Commissions for long-distance calls on the state's 2,500 pay phones are
providing another source of revenue. Through the competitive bidding
process, our office developed a contract that guarantees a fair price for
long-distance service and guarantees the state a commission from each
long-distance call. This contract will produce approximately $21.3 million
in commission payments from fiscal years 1994 through 1997.

Finally, we are generating revenues for the state by negotiating
terminating services access agreements. With our new arrangement, the
state receives a lower price on calls generating from state switches, while
the long-distance carmiers share the savings received from non-state
callers. The result will produce $3.2 million in commission payments from
fiscal years 1994 to 1997. SIPS uses these commission payments to lower
the per-minute cost of long-distance calls.

16. Completing extensive technology assessments.

Recent efforts to centralize technology assessment activities are paying
off in the elimination of duplication within state agencies. Here's how it
works: the customer services group brings together interested agency
representatives and selects candidates for assessment, tests those
candidates in a laboratory setting, conducts additional pilot tests, makes
recommendations to the state agencies, and foliows through with the
establishment of contracts that leverage the state's buying power for the

recommended products.
As part of this process, technology assessments have been completed for:
e LAN-based CD-ROM servers

. Tcpé backup féchnology
e LAN-based 3270 terminal emulation
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e Workstation management ‘
e Virus protection software

e NetWare 4 and 4.10

e NetWare IP

e LAN relational database management system
e Windows 95

¢ Mainframe database gateway

17. Establishing a statewide term contract for personal computers (PCs).

The state will buy more than 60,000 PCs and peripheral items this year,
spending over $130 million. To leverage this buying power, the Office of
the State Controller developed technical specifications for PC equipment
based on industry standards. These standards enabled the Department of
Administration to implement a statewide PC term contract.

The contract contains 14 vendors who compete on a daily basis for the

state's business. Price lists and equipment offerings are updated as

needed and are always available through the Internet. As a result of this

innovative new contracting process, state agencies are receiving ‘
competitive, discounted prices; enjoying a dramatically shortened and

streamlined procurement process; and are guaranteed technical

compatibility among their PCs.

18. Providing comprehensive Internet services.

SIPS participated in a cross functional committee of the Information
Resources Management Commission that recommended an Internet
Services provider model for the state. We then followed up with the
delivery of key services as part of this model, including:

¢ Domain Name System, which provides human-readable name
mapping to computers and applications

e Electronic mail, connecting disparate agency mail systems with
each other and the Internet

e Consolidated e-mail directory
e E-mail list service, allowing agency users to send e-mail to a list

e World Wide Web, including establishing the state's home page
and taking customer orders for agency home page services ‘
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19. Implementing statewide cellular telephone service.

SIPS developed contractual arrangements for providing
intergovernmental access to high-quality, low cost cellular telephone
service. These agreements consolidate the collective calling volume to
obtain the best price, streamiine the procurement process and provide a
single reference point for information about service deployment and
usage. Approximately 4,000 users are taking advantage of this service.

During the first two years of deployment, the state saved approximately
$313,000 over commercially available rates. We expect to save an
additional $182,000 in fiscal year 1997.

20. Providing technical assistance to clients.

SIPS provides a wide variety of technical assistance to the state's
departments and agencies. For example, we have:

+ Implemented applications that provide improvements for state
agencies, including the forest fire tracking system for the Division
of Forest Resources, the Department of Labor OSHA inspection
scheduling system, voice response systems for the Wildlife
Commission, and Secretary of State business license/permit
system

e Provided microcomputer hardware and software support, as
well as assistance in networking plans, for the Office of the
Governor

o Established a PC and Local Area Network (LAN) installation
expertise convenience contract, which augmented staff support -
with private sector expertise

e Updated and published LAN standards, as recommended by
GPAC, to provide a base level of consistency for state networks

21. Improving user services.

SIPS is continually working to improve customer satisfaction. This year we
conducted a customer services study, resulting in the recommendation

“for a new customer service organization and a new customer support

system. Inresponse, we established the Customer Support Center as a
central point of contact for all SIPS customers, and are now implementing

the new customer support system.
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To address the high volume of calls coming into the center, telephone ‘
automated attendant and automatic call director technologies are being
implemented. These improvements will eliminate calls for system status by

providing this information automatically.

Partnerships with major state agencies have led to efforts to improve
service delivery throughout the organization, including:

e Hosting bi-monthly meetings with client agencies to discuss
operational problems, support needs and application
implementation schedules

e Starting users groups, such as the Systems Integration Users
Group, Technical Share Group, IMS Users Group, DB2 Users
Group, CICS Users Group, Zeke Users Group and Focus Users
Group to discuss technical topics in each area

e Participating in technical response teams made up of SIPS
personnel and client technical staff to troubleshoot and fine tune
maijor new statewide applications

e Coordinating specialized application performance reviews for
critical state applications

e Building a comprehensive vendor database to match agency
training needs with appropriate courses and providers

e Providing TCP/IP integration and support to the mainframe

22. Eliminating obsolete hardware and software, and updating old
technology.

Since 1993, SIPS has had the initiative to reduce expenses by phasing out
contracts for obsolete, underutilized and redundant hardware and
software. To facilitate this effort, we acquired a software package that
monitors software usage and identifies candidates for removal. The
resulting canceliation of support contracts saved the state over $340,000
in fiscal years 1995 and 1996; the removal of four underutiiized software
packages saved an additional $72,000 during the same period.

We have also made agencies aware of the century date change
problem through presentations to developers and chief technology
officers. To help our clients manage this change, we have developed a
plan to leverage Year 2000 conversions to document and standardize
legacy applications and reengineer old systems using new technology.
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- 23. Implementing advanced storage management techniques.

In 1993, SIPS implemented a Systems Managed Storage initiative, which
reduced storage media requirements for disk, as well as the labor hours
needed to assure adequate storage availability. About three-fourths of
our disk storage is controlled by this system today.

Systems Managed Storage provides a coordinated approach for storage
systems, permitting data management based on system-defined rules.
Storage groups allow users to store data in an optimal location to minimize
data access time. High performance data is placed on disks that can be
accessed quickly, while other data is placed on siower, less expensive
disks.

24. Establishing an executive training program.

Information technology is no longer an adjunct to business operations; it's
an integral part of them. To help managers keep pace and link
information technology strategies with business plans, the Office of the
State Controller has implemented an executive training program. This
year we trained more than 300 state executives from 28 agencies,
including representatives of the executive, legislative and judicial
branches.

In addition, we sponsored 12 seminars on particular topics of interest. The
seminars offered senior department executives tips and techniques for
developing better business plans and technology strategies.
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Schedule of Financial Impact

As you can see, many dollars have been saved and spending avoided
through the implementation of these improvement initiatives. It is
important to point out, however, that the money saved has been passed
on to agencies in the form of rate reductions on data processing and
telecommunications charges. This has helped to provide some offset to

the increasing data processing budget requirements due to the
increasing number of applications and utilization.

The following table summarizes the cost savings and cost avoidance of

the OSC.

Reorganize accounting operations to $ 140,000 | annually 10
reduce costs.

Develop a comprehensive business $ 37.300.000 | FY 1994-96 12
plan.

Allow large-scale competitive bidding $ 28,000,000 | FY 1994-97 16
of computer hardware.

Use innovative practices to reduce the | $ 23,700,000 | FY 1994-99 17
costs of software and

telecommunications equipment.

Outsource and privatize appropriate $ 4,429,000 FY 1993-97 17
activities

Establish regional “hubs” to enhance $ 930,000 | FY 1996-97 20
capabilities while reducing costs.

Reduce the cost of telephone services. | $ 8,000,000 | annually 20
Use innovative strategies to generate $ 38,900,000 | FY 1994-97 21
additional revenues.

Implement statewide cellular $ 495,000 | FY 1995-97 23
telephone service.

Eliminate obsolete hardware and $ 412,000 | FY 1995-96 24
software, and update old technology.

Total Financial Impact:

$ 142,306,000

Exhibit 6: Summary of Cost Savings and Avoidance
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In Position for the 21st Century

While the Office of the State Controller takes pride in the
accomplishments outlined here, we have no intention of stopping. In
fact, the further we move toward financial accountability and information
resource management, the more clearly we see all that remains to be
done. '

A single transformation—the movement from the mainframe era to a
distributed, open environment—is putting new pressures on both sides of
our operation. It is fitting that the Office of the State Controller has taken a
leadership role in this shift, with the implementation of the North Carolina
Accounting System. However, our next challenge is to bring current and
potential users up to speed with the changes a client server environment

brings.

We believe that this transition presents a tremendous opportunity for
coordination, cooperation and cost savings. If the state can take down
the traditional walls between agencies, we can avoid duplication of effort
and achieve economies of scale. In this environment, agencies, decision-
makers and citizens will be able to quickly and easily access the
information we need to do our jobs and to improve our quality of life.

The Office of the State Controller pledges our support to the Govemnor,
General Assembly, Information Resource Management Commission
(IRMC) and citizens of North Carolina in achieving this vision. Together, we
can harness our resources to leap forward into the 21st century.
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Appendix A - The Information Resource Management

Commission
Members

The Honorable Dennis A. Wicker -
Chair
Lieutenant Governor

Janet Smith - Vice Chair
Senior Vice President
Wachovia Bank and Trust Company

C. Robin Britt, Sr.
Secretary of Human Resources

The Honorable Ralph Campbell, Jr.
State Auditor

Katie G. Dorsett
Secretary of Administration

The Honorable Bob Etheridge
State Superintendent of Public
Instruction

Marvin Dorman
State Budget Officer

The Honorable Jim Long
Commissioner of Insurance

Betty Ray McCain
Secretary of Cultural Resources

L. Keith Clark

President
Strategic Links
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Dr. William (Bili) Willis

Associate Provost for Academic
Computing :
North Carolina State University

Bill Colman

MIS Director
NC Department of Administration

Advisory Members

Dr. John Harrison
Vice President for Academic Affairs
University of North Carolina - General

Administration

A
Dr. Lee Mandell g
Director, Research and Information ‘
Systems .
North Carolina League of

Municipalities

Jane Smith Patterson

Adbvisor for Budget, Policy, and
Technology

Office of the Governor

Rebecca Troutman

Research Analyst

North Carolina Association of County
Commiissioners
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JOINT APPROPRIATIONS SUBCOMMITTEE
ON
GENERAL GOVERNMENT
February 18, 1997

The Joint Appropriations Subcommittee on General Government met Tuesday,
February 18, 1997 at 2:45 p.m. in room 425 of the Legislative Office Building. Three of
the Senate members were present. Representatives present were: Co-Chair McCombs ;
Culpepper, and Jeffus.

Chairman Warren asked the Office of State Controller to proceed with their
overview. Deputy State Controller Chuck Cooper went over the Information Resource
Management section in the handout attached to the February 18 a.m. minutes (pp. 51-
65). He gave the major initiatives and talked at length about the Year 2000. He said that
they had $7.7 M from 1996-97 funding, they would require $28.9 M for the next
biennium, and that the ideal situation would be to finish the conversions by the beginning
of 1999. Senator Lucas commended them for their vision in proceeding with this project.

Emily Schmidt, Chief Technology Officer, was then introduced. She explained
the work of the Statewide Technical Architecture section (pp.66-76).

Richard Kelly, State Telecommunications Voice Services Manager, finished the
presentation by explaining the Statewide Interconnectivity section (pp. 66-76).

Michele Nelson of the Fiscal Staff asked the amount which had accrued in the
Reserve Fund. Mr. Kelly said the approximate figure was $200,000.

The meeting adjourned to reconvene at 8:30 Wednesday morning, February 19.

Respectfully submitted,
{
Senator Ed Warren, Chairman Wilma Caldwell, Committee Clerk
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MINUTES

GENERAL GOVERNMENT
Joint Appropriations Subcommittee

February 19, 1997

The Joint Appropriations Subcommittee on General Government met on February
19, 1997 in Room 425 of the Legislative Office Building at 8:30 A.M. with
Representative Wilma Sherrill, Co-chair, presiding.

The following members were present: Representative McCombs, Co-chair;
Representative Ives, Co-chair; Representative Jeffus; Representative Culpepper;
and four Senate members.

The meeting was called to order by Representative Wilma Sherrill. She then
introduced Dennis McCarty, Director, Office of the State Controller, who give a
presentation on the STATE INFORMATION PROCESSING SERVICES
(SIPS) See Notebook pp. OSC 128-OSC 138).

Following Mr. McCarty’s presentation, Representative Sherrill introduced Steve
Stoneman, C9omputer Network Manager, Office of the State Controller, who gave a
presentation on STATE TELECOMMUNICATIONS SERVICES. See Budget Book pp.
G-14 to G-15).

The meeting adjourned at 9:20 A.M.

il L0 20) /K/,%/

Wllma Sherrill - Presiding Cochair Rosd'S. Kelley, Committee Clerk&




The Governor As Director of the Budget

e Governor’s Bud uthori

a. North Carolina’s Constitution directs the Governor to “administer” the State
Budget and to maintain a balanced budget. '

b. The Executive Budget Act states that the Governor is the Director of the Budget.
The Governor may appoint someone to carry out the responsibilities of the Act.

c. The Executive Budget Act provides the Governor as Director of the Budget
with authority to carry out the budget affairs of the state, in capital improvement
reviews, in overall state government management affairs, and in economic
research and demographic matters.

The Governor is required by the Executive Budget Act to submit a balanced biennial budget
to the General Assembly, along with any revenue bills.

The General Assembly, beginning with the 1973 Legislative Session, has chosen to have
annual sessions within each biennium for the purpose of reviewing and updating the second
year of the biennial budget. This second session usually begins in May of even-numbered
years. Governors have participated in this second year budget review and updating beginning
with the submission of new economic and revenue forecasts and supplemental budget
recommendations.




Office of State Budget and Management

The Office of State Budget and Management assists the Governor in preparing and executing the
state budget as well as assist in the management of state government. The office is located
administratively within the Governor’s Office.

ORGANIZATION

*Budget Sections
*Performance/Program Budget Function
*Management and Productivity Section
*Office Administrative Functions

FUNCTIONS

*Budget Preparation:
—Assist the Governor in reviewing agencies’ budget requests
— Assist the Governor in formulating his budget recommendations
—Staff the Advisory Budget Commission and assist it in its biennial tours of state departments
and institutions and budget hearings
—Present the Governor’s budget recommendations to the General Assembly’s committees and
subcommittees

*Budget Administration:
—Certify the legislatively authorized budget to departments and institutions
—~Quarterly Allotments
—Salary Control
—Travel and Other Matters
—Budget Transfers
—Capital Improvement Projects
—Examine Progress of Revenue Collections
—Prepare Revenue Forecasts
—Prepare and Release Official Economic Forecasts
—Prepare Fiscal/Economic Impact Analysis

*Management and Productivity Section:
—FExamine day-to-day operations and management of agencies
—Studies to determine “overlapping” duties
—Review Agencies’ Forms and Reports
—Special Studies directed by the Governor and/or the General Assembly

«Assistance to Departments in Budgetary and Managerial Areas

sRepresent Departments Before:
—The Governor
—The Advisory Budget Commission
—Legislative Committees




ADVISORY BUDGET COMMISSION

Fifteen (15) Member Commission

The Advisory Budget Commission is a fifteen (15) member body, with five (5) members each
appointed by the:

e Governor. If any legislators are appointed, a balance must be maintained between
the Senate and the House.

e President of the Senate.

e  Speaker of the House.

Periodic meetings are held to advise the Governor on certain budget, construction, contract, and
salary matters as required by law. Staff assistance is provided to the Commission by the Office of
State Budget and Management.

The primary responsibility of the Commission is to advise the Governor on the preparation of the
biennial budget.

The Commission conducts biennial tours of state facilities and holds budget hearings in the late
summer and early fall of each even-numbered year.

Commission members also serve on the Board of Awards which reviews and approves state con-
tracts.




Special Assistant

James B. Hunt, Jr.
Governor

Marvin K. Dorman, Jr.

State Budget Officer

T

Departmental Budget

1

Performance/
Program Budgeting

Robert Powell ‘g} Soocial Bud
i t
Computer Syst Dep. State Budget pe:: " o
Officer alysis
General Government Human Resources Tax and Economic Management &
Administration Education - )
and Transportation and Public Safety Analysis & Forecast Productivity Analysis
. . Administration Labor Economic Forecast Management
Salary Contro} University System Dept. of Human Studies
. . . Agriculture Lt. Governor Resources Revenue Forecast
Prison Construction Community Colleges . Efficiency Studies
. System Commerce Revenue Dept. of Correction Revenue/ Expenditure
Capital Projects ) . Model
Dept. of ?ubhc Controller Sec. of State Justice
Office Support Instruction Tax Studies

Public Schools System

Cultural Resources Transportation
EHNR Treasurer

Governor Boards & Comm.

Crime Control &
Public Safety

Judicial

OAH

Fiscal/Economic Impact
Analysis on Rules



OFFI F STATE James B. Hu
BUDGET AND Governor
MANAGEMENT

o
Angela Frands Marvin K. Dorman, Jr. N!ecﬂ'n |
Becky I Jim Davies
Spedial Assistant State Budget Officer ]
Business Officer Perform./Program
L___DBudgeting |
| Janet Patchell
Personnel/Payrofi l—Donna Bames
Accounting Clerk
L. Vacant .
PersonnelPayroll Etnora Williams
Accounting Clerk
Robert Powell
John Davis,
Dep. State Budget Aleta Mills
Agness Gunter
Spedial Budget
Deanna Perry
Analysis
M
Nina Yeager JW. Reel X Mike Kiltie
Sue Adams Allen Barwick - _
Robert Neison Budget Administrator Budget Administrator Budgel Administrator Chief Economist
ini dministrator & recasti
Budget Administrator Budget Administ H Re. e Gen. ent & Manage. & Prod Econo. Fol ting &
L Educat uman Resource . X
Administration on Public Safety Transportation ! T ovenu
- . . Enoch Holloway Tom Newsome Paul Zipin
Barry Sanders Maurice King —Buddy Humphrey ™ Budget Analyst Management Engineer —Economist
Budget Analyst Budget Analyst Budget Anatyst
I~ Janie Johnson, -
: ¥ __ X Shelle Altieri Carl Byrd Mark Sisak
Clerical Supervisor Kennon Briggs —~-Bobby Woodard [—  Budget Analyst [——Management Engineer " Economistt
E Budget Analyst Budget Analyst
Carolyn West
Secretary Anne Bander Anna Tefft
- Milton Alford [ Management Engineer —_ Economist
- ) [ Janet Pittard —Byron Harris ™ Budget Analyst
Faye Mial Budget Analyst udget An
Secretary get ly: Budget Analyst
Sally Hunter
["Sharon Tremblay L Johnny Gray Management Engineer
Fils Clerk gﬁ;“’;m o Nels Roseland —  Budget Analyst
g Y —Budget Analyst
—Jenny Hodge Jim Nowell Angela Grifin
Receptionist Barbara Hanis Wayne Williams — Budget Analyst [ Management Engineer
Jean Sur — Budget Analyst —Budget Analyst
ean Surles )
Publications | JeffHibbard
™ Coordinator Management Engineer
Bobby Griffin
[——Budget Analyst Sue Farley
—— Secretary
|——Emily Moore
Adm. Asst

State Budget Officer

Date



North Carolina
Office of State Planning

Mission Statement

The mission of the Office of State Planning is to improve the effectiveness
of state policies and programs through strategic planning leadership,
research, analysis, and information; and toaddress the planning information
needs of other data users statewide.

Goals of the Office

State agencies will be able to obtain reliable, appropriate data from the
Office of State Planning with ease and confidence.

Customers of the Office of State Planning will understand key planning
information, share it, and use it effectively.

State agencies will have effective planners and planning processes that
result in accountability and effective service delivery.

Organizational Structure

Strategic Planning and Analysis

State Data Center

State Demography

Geodetic Survey

Center for Geographic Information and Analysis




North Carolina Office of State Planning

Organization Chart

Sheron K. Morgan
State Planning Officer

John K. Dorman
Deputy State Planning Office

Technical and Clerical Support 7
2 Positions / 0 Vacancies

Appropriation
[ , I ] | , I
Strategic Planning and Analysis State Data Center State Demography Geodetic Survey Center for Geographic
7 Positions / 0 Vacancies 5 Positions / 0 Vacancies 2 Positions / 0 Vacancies 22 Positions / 0 Vacancies Information and Analysis
Appropriation Appropriation Appropniation Appropriation/Receipt * 39 Positions / 13 Vacancies

Receipt

* Note: 2 of the 39 positions listed for the Center for Geographic Information and Analysis
are temporary positions.



Strategic Planning and Analysis

e Department Operations Planning
e Performance/Program Planning

e Performance/Program Evaluation
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Another Way of Looking at
Government Activities

Departments Program Areas
Administration
Agriculture
Auditor Health
Commerce

Human Services

Community Colleges )
Corrections

Controller

Correction Justice & Public Safety
CCPS Environment
EHNR

Econ. Develop. & Comm.
Education
Transportation

Cultural Resources
General Government

General Assembly
Govenor

Human Resources
Justice

Labor

Lt. Governor North Carolina
Public Instruction

R General Statutes
evenue

Secretary of State & Constitution

Transportation
UNC System

it




1997-98 Recommended Qnuation Budget Summary

by Program Area

NOTE: The totals in this table represent total requirements in departments’ budgets and are not adjusted for inter- and intra-department transfers.

(in $ millions)
Justice &
Human Public General
Program Areas ealth Services Corrections Safe Environ Transpont. Govern. Totai
sDepartimentsy 4/ Sednd sl . w e e N
Administration 0.23 23.18 - - 0.94 - 90.37 115.87
Office of Administrative Hearings - - - - - 2.34 2.34
Agiculture 9.29 2.66 - - 4.71 - - 75.77
Board of Elections - - - - - - 1.04 1.04
Commerce 0.29 178.92 - - - 0.03 2.20 355.48
Community Colleges - 6.19 - - - - - 557.42
Correction - 917.33 - - - 917.33
Crime Control and Public Safety - - 191.41 - - - 191.41
Cultural Resources - - - - - 58.04
Environment, Health, and Natural Resources 362.89 0.60 218.71 - 1.09 590.39
General Assembly - - - - - 31.12 31.12
Human Resources 5,316.86 ,696.11 5272 - - - - 7,099.97
Insurance 10.18 - - - - - 49.12
Judicia! - - 347.82 - - - 347.82
Justice - - 72.54 - - - 72.54
Labor 18.42 4.18 - - - - - 24.54
Govemor's Office - - - - - 5.40 540
Office of State Budget and Management - - - - - 3.74 3.74
Office of State Planning - - - - - 4.25 4.25
Housing Finance Authority - 45.20 - - - - - 45.20
Office of the Lieutenant Govemnor - - - - - 0.59 0.59
Public Instruction - - - - - - 4,705.88
Revenue - - - - - 70.08 70.08
Secretary of State - - - - - 0.44 5.24
State Auditor - - - - - 10.57 10.57
State Controller - - - - - 141.08 141.08
State Treasurer - - - - - 29.26 29.26
State Major Health Plan - - - - - 17.27 17.27
Rules Review Commission - - - - - 0.28 0.28
Transportation - - - 2.63 2,413.59 - 2,416.22
University of North Carolina 412.75 - - - - - 2,233.05
Wildlife Resources Commission - - - 48.09 2.29 - 50.38
Special Boards and Commissions - - - - - - 2.35
Compensation Increase 16.65 3.25 22.18 12.01 1.88 - 14.41 302.71
Debt Service / Federal Debt 0.77 23.61 0.12 42.98 - 0.43 146.26
Other Reserves - 14.06 14.46
2 611481338} ' “i4401025]%4/20,69447-
4,111.43 1,499.43 103.29 218.17 159.49 540.05 209.80 8,101.95
General Fund Appropriation 2,036.90 460.26 913.15 406.13 160.45 0.00 230.22 10,716.66
Highway Fund Appropriation 0.00 0.00 0.00 0.00 0.00 1,875.86 0.00 1,875.86
Number of Positions 20,089.69 5,582.36 20,355.05 8,670.88 3,406.51 14,334.60 3,350.05 107,158.08
Community College / Public School Employees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 135,172.77




1997-98 Recommended Continuation Budget Summary

for
General Government Subcommittee
(in $ millions) '
Program Areas Health Human Corrections Justice & Environ. Econ. Devl Education Transport. Cultural Genera! Total
Services Public &Com. Resources Govern.
Safety
“Departments * i 5 e *

115.87

Administration
Office of Administrative Hearings - - - - - - - - 2.34 234
State Auditor - - - - - - - - 10.57 10.57
State Controller - - - - - - - - 141.08 141.08
Cultural Resources - - - - - - - 58.04 - 58.04
General Assembly - - - - - - - - 31.12 31.12
Office of the Governor - - - - - - - - 5.40 5.40
Office of State Budget and Management - - - - - - - - 3.74 374
Office of State Planning - - - - - - - 4.25 4.25
Housing Finance Authority - 45.20 - - - - - - - 45.20
Insurance 10.18 - - - 38.94 - - - - 49.12
Office of the Lieutenant Governor - - - - - - - 0.59 - 059
Revenue - - - - - - - - 70.08 70.08
Rules Review Commission - - - - - - - - 0.28 0.28 |.
Secretary of State - - - - 4.80 - - - 0.44 5.24
State Board of Elections - - - - - - - - 1.04 1.04
State Major Health Plan - - - - - - - - 17.27 17.27
Special Boards and Commissions - - - - 235 - - - - 2.35
State Treasurer - - - - - - - 20.26
, :592:84;
Receipts/Cash Balances . . 301.36
General Fund Appropriation 2.79 16.32 - - 0.54 21.81 - - 51.62 291.45
Highway Fund Appropriation 0.00 0.00 - - 0.00 0.00 - - 0.00 0.00
Number of Positions 101.00 281.26 - - 8.00 451.25 - - 718.63 3,325.06 4,885.20




Plannifg Outputs
for
Performance/Program Budgeting

The Performance Planning process produces 11 outputs that are incorporated in the Department Operations Plan and the Performance/Program
Budget Documents. Three outputs are incorporated in each of the documents and provide a link between them: program objectives, outcome
measures, and funds supporting objectives.

Mission statement

Department Goals

Trends and Implications

Customers

Expected Outcomes

Program Objectives

Administrative Objectives

Outcome Measures

Performance Measures

Funds Supporting Objectives

Strategies/Activities

Innovations
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Three key documents are associated with Performance/Program Budgeting:

1.

Performance/Program Budget, by department (Volumes 1-6)

This document is considered the traditional line-item budget. There are six (6) volumes, which include all of the budget funds used to
support state government services. The six volumes correspond to six (6) legislative committees set up to examine the Governor’s
recommended budget. The funds in each volume are grouped by department, and include line-by-line objects of expenditure, providing
the basis for fiscal control. All of the funds are also cross referenced to the programs they support. There are approximately 1,350 budget
funds.

Performance/Program Budget, by program (Volumes 7a and 7b)

This document groups budget information by program area and provides policy-related information on the purpose and intent of funds .
There are ten (10) program areas, each representing a broad sector of public services--education, economic development and commerce,
corrections, etc. Within each program area, funds are classified by program, subprogram or element, each addressing a type of policy
issue, such as “Communicable disease” or “Access to health care.” Fiscal information is presented by “categories of expenditure” rather
than by specific “objects of expenditure.” If funds were actually appropriated by categories rather than by objects, departmental managers
would have greater flexibility in administering their funds. In the program presentation, funds from different departments are sometimes
classified together if they address a similar policy issue.

Departments Operations Plan

This document provides department operations plans for each of the principle department in state government. Plans included in this
volume describe specifically how (through strategies and activities) each department’s program objectives are being addressed by the
department. In addition, each plan shows what new innovations are planned over the next six years to improve the performance of
department or program activities. Both the departmental and program budget documents are cross-referenced to the department plan.

Cross-references

Certain reference points are used to link the Performance/Program budget documents with each other and with the department operations plan.
Reference points include: program objectives, outcome measures (values only shown in budget documents), supporting funds, and P/PB codes.
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6 budget volumes 2 budget volumes 1 planning volume
Organizationally Programmatically organizationally

Structured Structured Structured



State Data Center

Statistical Coordination

County Profiles

Log Into North Carolina (LINC)
Liaison to Federal Census Bureau

Community Resource Information System (CRIS)



County Profile

Wake County was formed in 1771 from Johnston, Cumberland, and
Orange counties. Located in the east central section of the state, it is
bounded by Johnston, Harnett, Chatham, Durham, Granville, and
Franklin counties. It was named for Margaret Wake (1733-1819), wife

— WAKE COUNTY

County seat: RALEIGH
Elevation (ft): 363

Total area (sq mi.): 856.2
Land area (sq. mi.): 843.7

Ranks are numbered from high to low. The graphic for each measure represents a uniform distance between the lowest and the
highest county values. The position of the letter C for county (or lefter S for state) indicates the relative standing between the
county (state) and the highest and lowest county values. The relative standing between the state and county is also indicated.

. The letter B indicates that the county and state values fall near the same place relative to the highest and lowest county values.

Highest

of Governor William Tryon.

Current 1980 Lowest S=State C=Co
Measure County Rank Rank County County State B=Both
Population and Housing - Low High
Population, 1995 518,271 2 3 577,479 3,812 7,194,238 c
Persons per square mile, 1995 621.5 5 8 1,094.9 8.5 147.7 s c
Percent elderly, 1995 7.9 98 98 248 5.3 12.6 c s
Children/elderly persons per 100 persons of working age, 1995 42.5 98 97 71.8 34.8 52.2 c__s
Percent of families that are single parent, 1990 226 67 na 40.5 16.4 26.6 cs |
Average housing value, 1990 $115,924 3 2 $132,024 $41,546 $79,016 | s c
Health Status
Birth rate, 1995 15.0 17 50 21.8 8.3 14.1 sC
Percent of births that are low-weight, 1995 7.5 77 63 17.8 42 8.7 cs |
Teenage pregnancy rate, average, 1993-95 6.6 93 46 14.1 25 9.4 c_s
Non-elderly death-rate, average, 1993-95 21 97 ' 89 45 1.7 3.0 c__s |
Medicaid eligibles per 1,000 population, 1995 89.7 98 69 3201 76.1 157.9 c s |
Physicians per 10,000 population, 1994 8.3 15 13 342 0.0 7.4 | B
Hospital discharges per 1,000 population, 1993 92.4 83 78 169.8 40.8 106.2 cs
Percent of population aged 75 and over, 1995 3.2 98 97 12.0 1.9 53 lcs |
Persons served in area mental health programs per 19.0 99 63 1074 9.7 35.6 Cc s

1,000 popuiation, 1995



WAKE COUNTY ; Current 1980 Highest Lowest S=State C=Co

Measure 7 County Rank Rank County County State B=Both
Education Status . Low High
Percent of adults (aged 25+) with high school diploma, 1990 85.4 1 2 85.4 52.6 70.0 s c
High school drop out rate, 1994 5.9 13 na 10.3 0.9 47 sc |
Community college enroliment per 1,000 adults, 1995 411 98 97 99.2 371 59.9 c s
Average SAT score, 1995 938 2 na 987 689 865 s ¢l
Public school final month average daily membership, 1995 80,711 2 3 87,950 757 1,165,385 C
Per pupil expenditures, 1995 $4,463 85 26 $7,979 $3,987 $4,749 cs
Government :
County government property tax per capita, 1995 $442 8 10 $638 $134 $325 s C
Tax revenue as a pct. of all county government revenue, 1995 69.3 10 16 72.9 2438 58.3 | s ¢
Voter registration rate, 1995 ' 71.3 61 47 96.6 36.8 71.0 ] B |
Percent registered Democrat, 1995 52.0 70 58 94.2 13.7 56.7 ! B
Percent registered Republican, 1995 348 38 46 - 763 4.4 334 B |
Safety
Crime rate, 1995 52.0 26 11 122.8 0.0 55.7 B ]
Prison admission rate, 1995 26 59 36 6.8 0.3 33 c s
‘Subst. reports of child abuse/neglect per 1,000 children, 1995 8.3 76 na 440 -0.8 16.5 cs
Youth before court for first time per 1,000 children, 1995 13.3 94 85 48.6 6.9 20.8 fcs !
Traffic accident rate, 1995 358 8 4 442 11.8 29.9 s c

Economic conditions

Labor force, 1995 290,965 2 2 325,452 1,820 3,636,200 o
Employed, 1995 284,080 2 2 315,557 1,639 3,478,600 C
Unemployed, 1995 6,885 2 3 9,895 129 157,600 o
Unemployment rate, 1995 24 99 56 16.5 - 19 43 cs

Pct. of Non-Ag Wage-and-Salary jobs in manufacturing, 1994 9.8 91 94 58.2 23 257 | c s ]

Average wage per worker, 1994 $25,526 5 8 $31,901 $13,722 $23,429 s¢c |

Per capita income, 1994 $24,841 2 - 3 $25,993 $11,938 $19,567 | s ¢

Poverty rate, 1989 : 8.4 94 93 28.2 7.1 13.0 |C s |-



!_ tate C=Co

WAKE COUN nt 1980 Highest Lowest
Measure County Rank Rank County County State B=Both
' Low High
Food stamp recipiency rate, 1995 439 96 82 221.3 358 85.9 cs
Farm income as percent of total personal income, 1994 0.4 84 77 30.5 0.0 21 cs
Harvested cropland as percent of all land, 1995 6.4 64 50 58.5 0.5 12.9 Ic s
Gross retail sales per capita, 1995 $14,760 6 4 $24,976 $2,165 $12,036 sc |
Commuting ratio, 1990 1.1 19 16 1.4 0.4 1.0 B
Environment/infrastructure
Water use (gallons per day) per capita, 1990 209.4 .52 na 38675.0 756 1348.0 B ]
Point source emissions (tons) per square mile, 1994 49 46 na 4494 0.0 20.1 cs |
Percent of homes that heat with (1990): .
electricity 49.2 11 12 72.6 8.0 42.0 sc |-
fuel oil, kerosene, etc. 7.3 100 97 62.4 7.3 225 c_s
utility gas 346 6 4 42.2 0.0 18.6 s c
wood 21 98 95 357 1.5 7.8 cs
coal, tank gas, solar, other, and no fuel 6.9 66 61 356 2.2 9.0 B
Registered vehicles per 1,000 poputation, 1995 800.8 40 1 913.3 549.8 768.0 sC
Miles of paved road per square mile, 1995 2.2 10 19 25 0.4 1.4 | s ¢
Municipalities and Population, 1995 Employment by sector, March 1993 Nearest Commerciat Carrier Airport
RALEIGH 249,332 and Distance from County Seat
CARY-WAKE 65,909 Sector Employees Pct. Raleigh/Durham International 10 miles
GARNER 17,248 AGRICULTURAL SERV., FORESTRY, AND FISHING 15 0.0%
WAKE FOREST 7,388 MINING 355 0.2% Nearest Sea Port and Distance from
APEX 6,827 CONSTRUCTION 14,738 6.5% County Seat
FUQUAY-VARINA 5,389 MANUFACTURING 28,630 12.7% Wilmington 116 miles
ZEBULON 3,956 TRANSPORTATION AND PUBLIC UTILITIES 19,516 8.6%
WENDELL 3,605 WHOLESALE TRADE 16,630 7.4% Highway Mileage, 1995
KNIGHTDALE 3,463 RETAIL TRADE 49,577 22.0% Paved: 1820.2 miles
HOLLY SPRINGS 3,203 FINANCE, INSURANCE, AND REAL ESTATE 16,638 7.4% Unpaved: 190.2 miles
MORRISVILLE-WAKE 2,017 SERVICES 79,560 35.2%
ROLESVILLE 712 UNCLASSIFIED ESTABLISHMENTS 155 0.1% Primary: 298.5 miles
TOTAL 225,814 100.0% Secondary: 1711.8 miles
Total: 2010.3 miles
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What is CRIS?

** CRIS is an on-line information system available on the World-Wide Web at http://www.cris.state.nc.us/CRIS.
It is designed to help local governments, small businesses, non-profit organizations, state agencies, and the
general public find out about state and federal grant, loan, and technical assistance programs administered by
North Carolina state agencies.

Who developed CRIS and who maintains it?

** CRIS was developed collaboratively by state and local agencies under the leadership of the Division of
Community Assistance (Department of Commerce) and the State Library of North Carolina with input from the
Office of State Budget and Management, the Office of State Planning, and others.

** The Office of State Planning maintains CRIS. A CRIS Coordinator has been designated to oversee database
development, maintain the software, provide user support, and make enhancements to the system as needed.

Why was CRIS developed?

** To assist the N.C. Office of State Budget and Management, in cooperation with the N.C. Office of State
Planning, in carrying out the responsibility to compile and publish annually a catalog of grant-in-aid programs
administered by state agencies (N.C. Public Law Chapter 769, 1994, Sec. 8.4).

+%* To assist state agencies in providing improved access to state and federal loan and grant programs and
technical assistance for businesses, local governments, and non-profit organizations.

How does CRIS work?

** CRIS is a truly interactive and dynamically-generated World-Wide Web site. World-Wide Web pages (i.e.,
HTML documents) are generated “on-the-fly” from a database as a result of user queries. Agencies may also
create and update their own information over the Internet using on-screen forms and menus.

+}* Additional technical details about CRIS are available in the CRIS working plan. To view the working plan,
choose “Learn About CRIS” on the CRIS home page.

How do | sign-up to be an information provider for CRIS?
X Complete the on-line registration form at http://www.cris.state.nc.us/CRIS/register.htmi
How do | find out more about CRIS?

** Contact the CRIS Coordinator: Joe! Sigmon, Office of State Planning, 116 W. Jones St., Raleigh, NC 27603.
E-mail: jsigmon@ospl1.ospl.state.nc.us Phone: 919-733-4131 Fax: 919-715-3562
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Smart Start

Purpose: To provide preschool age children and their families access to affordable,
high quality early childhood education and other services necessary to help them enter
school healthy and ready to learn.

Description: Smart Start is a comprehensive statewide initiative designed to provide
the preschool children of North Carolina and their families with access to affordable,
high quality early childhood education and family support services. Smart Start
includes a variety of statewide and local initiatives designed to assure that children
enter school ready to learn. In State fiscal year (SFY) 96-97, 43 of the selected counties
have received funds to support strategic service plans. Twelve additional counties
received funds to develop local plans. These counties anticipate receiving service
funding in SFY 97-98. Central to the mission of the Smart Start Partnerships is the
. concept of collaboration. This is fostered at the state and local level through the
formation of non-profit agencies, called partnerships, whose boards represent the
business community, parents, religious community, private and public service delivery
agencies and elected officials. The 55 participating counties have formed 47
partnerships. The North Carolina Partnership for Children, Inc. INCPC) oversees the
development and implementation of the local partnership projects. Specific service
plans and service coordination take place at the county level. Each local partnership
designs a comprehensive blueprint for addressing the needs of their community’s young
children and then requests proposals for implementing these plans.

How To Apply: The next selection process will be managed by the North Carolina
Partnership for Children. You may request information from NCPC by calling the
agency at (919) 821-7999.

Eligibility Requirements: As defined in G.S. 143B-168.14(a) (i.e. must be a local,
private, nonprofit 501(c)(3) organization established on or after July 1, 1993 that meets
the guidelines for local partnerships).

Program Web Page: http://www.smartstart-nc.org

Type of Assistance: Project Grant

Type of Applicant: Non-Profit Organizations

Deadline: As specified by either NCPC or the local partnership.
‘ Legal Authority: HB 53, 1996 Session of the N.C. General Assembly

http://www.cris.state.nc.us/crisbin/progpage?4800-1 3/11/97



Smart Start | Page 2 of 2
Funding Source: State
Fund Code: 1711
‘ P/PB Number: 2200
Number of Awards: 47
Range of Award: $100,000 to $5,186,227
Funding Cycle: State fiscal year
State Funding Level: $63,618,364 SFY 96-97

Total Funding: $63,618,364 SFY 96-97

Matching Requirements: Legislation requires 20% match: 10% capital and 10%
in-kind donations.

Keywords: child care | community planning and development | early childhood
education

Contact Information:

Ron Penney
Section Chief
P.O. Box 29553
319 Chapanoke Road
Raleigh, NC 27626-0553
‘ E-mail: rpenney(@dcd.dhr.state.nc.us
Phone: 919-662-4535

Fax: 919-662-3071
Last Updated on 2/5/97 9:13am
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. Home Page

Please send comments to: CRIS Coordinator.
Brought to you by Office of State Planning
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http://www.cris.state.nc.us/crisbin/progpage?4800-1 : 3/11/97



State Demography

o Municipal and County Population Estimates
e Population Projections

e Liaison to the Federal Census Bureau




PERCENT OF COUNTY POPULATION LIVING IN ACTIVE MUNICIPALITIES

COUNTY

Alamance
Alexander
Alleghany
Anson
Ashe
Avery
Beaufort
Bertie
Bladen
Brunswick

Buncombe
Burke
Cabarrus
Caldwell
Camden
Carteret
Casweli
Catawba
Chatham
Cherokee

Chowan
Ciay
Cleveland
Columbus
Craven
Cumberiand
Currituck
Dare
Davidson
Davie

Duplin
Durham
Edgecombe
Forsyth
Franklin
Gaston
Gates
Graham
Granville
Greene

Guilford
Halifax
Harnett
Haywood
Henderson
Hertford
Hoke
Hyde
Iredell
Jackson

Total 95  Non-Muni -

- Pop.

115,295
30,168
9,618
23,828
22,992
15,186
43,330
20,638
29,790
60,739

188,736
81,440
110,338
73,726
6,316
57,612
21,372
126,240
42,914
21,824

14,031
7,732
89,136
51,268
85,816
294,010
15,818
25,758
136,604
29,735

42,772
192,906
56,811
279,904

41,649

178,442
9,798
7,466

41,130
16,794

372,097
57,468
76,960
49,946
76,250
22,468
27,334

5,211

103,462

28,798

Pop.

45,559
27,896

7,682
17,293
20,330
12,902
29,406
14,979
21,964
41,346

105,488
53,668
45,925
39,749

6,283
33,746
18,770
69,754
35,288
18,647

8,644
7,367
56,374
37,677
33,704
180,869
15,818
13,471
101,427
25,112

30,088
43,403
23,401
79,486
35,667
78,610

9,409

6,642
30,545
14,592

97,506
32,615
56,173
35,202
60,431
14,133
23,289

5,211
66,819
26,252

;" Muni.
* Pop.
69,736
2,272
1,936
6,535
2,662
2,284
13,924
5,659
7,826
19,393

83,248
27,772
64,413
33,977
33
23,866
2,602
56,486
7,626
3,177

5,387
365
32,762
13,591
52,112
113,141
0
12,287
35,177
4,623

12,684
149,503
33,410
200,418
5,982
99,832
389

824
10,585
2,202

274,591
24,853
20,787
14,744
15,819

8,335
4,045
0
36,643
2,546

July 1, 1995

% COUNTY "' Total 95 Non-Muni = Muni;"~ % -
Muni. Pop. Pop. “Pop. .  Muni.
60.5% Johnston 95,413 63,815 31,598 33.1%
7.5% Jones 9,502 8,034 1,468 15.4%
20.1% Lee 46,014 24 219 21,795 47.4%
27.4% Lenoir 59,083 29,447 29,636 50.2%
11.6% Lincoln 55,5692 48,338 7,254 13.0%
15.0% McDowell 37,244 31,430 5,814 15.6%
32.1% Macon 26,284 22,079 4,205 16.0%
27.4% Madison 17,778 14,787 2,991 16.8%
26.3% Martin 25,842 15,842 10,000 38.7%
31.9% Mecklenburg 577,479 49,746 527,733 91.4%
441% Mitchell 14,838 12,525 2,313 15.6%
34.1% Montgomery 23,828 15,670 8,158 34.2%
58.4% Moore 66,660 39,674 26,986 40.5%
46.1% Nash 83,966 35,515 48,451 57.7%
0.5% New Hanover 139,577 68,866 70,711 50.7%
41.4% Northampton 20,726 14,239 6,487 31.3%
12.2% Onslow 147,912 68,054 79,858 54.0%
44.7% Orange 105,821 44 341 61,480 58.1%
17.8% Pamlico 11,869 7,934 3,935 332%
14.6% Pasquotank 33,290 16,068 17,222 51.7%
38.4% Pender 34,671 29,027 5,644 16.3%
4.7% Perquimans 10,650 7.831 2,819 26.5%
36.8% Person 32,139 24,669 7.470 23.2%
26.5% Pitt 117,420 42 264 75,156 64.0%
60.7% Polk 15,743 12,501 3,242 20.6%
38.5% Randolph 115,548 82,111 33,437 28.9%
0.0% Richmond 45,404 25,681 19,723 43.4%
47.7% Robeson 110,990 75,420 35,570 32.0%

25.8% Rockingham 88,334 52,249 36,085 40.9% *
15.5% Rowan 118,875 69,218 49,657 41.8%
29.7% Rutherford 59,082 40,791 18,291 31.0%
77.5% Sampson 50,523 37,572 12,951 25.6%
58.8% Scotland 34,718 16,885 17,833 51.4%
71.6% Stanly 53,784 29,644 24,140 44.9%
14.4% Stokes 41,071 34,655 6,416 15.6%
55.9% Surry 65,076 50,981 14,095 21.7%
4.0% Swain 11,568 10,462 1,106 9.6%
11.0% Transylvania 27,168 20,667 6,501 23.9%
25.7% Tyrrell 3,812 2,939 873 22.9%
13.1% Union 98,192 54,861 43,331 44 1%
73.8% Vance 40,041 23,396 16,645 41.6%
43.2% Wake 518,271 149,222 369,049 71.2%
27.0% Warren 18,137 15,955 2,182 12.0%
29.5% Washington 13,766 8,610 5,156 37.5%
20.7% Watauga 40,133 24,491 15,642 39.0%
37.1% Wayne 111,018 54,594 56,424 50.8%
14.8% Wilkes 62,056 54,733 7,323 11.8%
0.0% Wilson 67,839 22,276 45,563 67.2%
35.4% Yadkin 33,672 26,591 7,081 21.0%
8.8% Yancey 16,143 14,585 1,558 9.7%
7,194,238 3,662,116 3,532,122 - 49.1%

Note: "Muni. Pop." refers to the population living in active
municipalities.




NORTH CAROLINA MUNICIPALITIES WITH POPULATIONS OVER 2,500
(RANKED BY SIZE) '

- . . N VR P JuLy
RANK “MUNICIPALITY COUNTY " 1995 RANK MUNICIPALITY COUNTY 1995
1 CHARLOTTE MECKLENBURG 469,809 45 REIDSVILLE ROCKINGHAM 14,280
2 RALEIGH WAKE 249,332 46 CARRBORO ORANGE 14,107
3 GREENSBORO GUILFORD 193,208 47 BOONE WATAUGA 13,983
4 WINSTON-SALEM FORSYTH 165,750 48 KERNERSVILLE FORSYTH, GUILFORD 13,146
5 DURHAM DURHAM, ORANGE 148,129 49 MOORESVILLE IREDELL 12,536
6 FAYETTEVILLE CUMBERLAND 93,219 50 NEWTON CATAWBA 12,005
7 JACKSONVILLE ONSLOW 75,069 51 GRARAM ALAMANCE 11,183
8 HIGH POINT DAVIDSON, FORSYTH, 71,791 52 TARBORO EDGECOMBE 11,112
GUILFORD, RANDOLPH 53 SMITHFIELD JOHNSTON 10,706

9 ASHEVILLE BUNCOMBE 68,474 54 ROCKINGHAM RICHMOND 10,114
10 CARY CHATHAM, WAKE 65,912 55 HOPE MILLS CUMBERLAND 9,808
11  WILMINGTON NEW HANOVER 62,256 56 DUNN HARNETT 9,700
12 GASTONIA GASTON 57,181 57 SOUTHERN PINES MOORE 9,668
13 GREENVILLE PITT 56,307 58 WAYNESVILLE HAYWOOD 9,530
14 ROCKY MOUNT EDGECOMBE, NASH 55,952 59 WASHINGTON BEAUFORT 9,421
15 GOLDSBORO WAYNE 47,992 60 HENDERSONVILLE HENDERSON 9,274
16 CHAPEL HILL DURHAM, ORANGE 43,539 61 CLINTON SAMPSON 9,084
17 BURLINGTON ALAMANCE 42,273 62 KINGS MOUNTAIN CLEVELAND, GASTON 9,031
18 WILSON WILSON 40,232 63 OXFORD GRANVILLE 8,322
19 CONCORD CABARRUS 35,468 64 SPRING LAKE CUMBERLAND 8,300
20 KANNAPOLIS CABARRUS, ROWAN 34,423 65 MOUNT HOLLY GASTON 8,069
21 HICKORY BURKE, CATAWBA 30,058 66 BELMONT GASTON 8,013
22 KINSTON LENOIR 25,729 67 CORNELIUS MECKLENBURG 7,901
23 SALISBURY ROWAN 24,543 68 MOUNTAIRY SURRY 7,818
24 NEWBERN - CRAVEN 21,696 69 ARCHDALE GUILFORD, RANDOLPH 7.815
25 STATESVILLE IREDELL 21,655 70 FORESTCITY - RUTHERFORD 7,776
26 MONROE UNION 21,273 71 MOREHEAD CITY CARTERET 7,539
27 HAVELOCK CRAVEN 21,042 72 ROXBORO PERSON 7,470
28 SANFORD LEE 20,745 73 WAKE FOREST WAKE 7,388
29 LUMBERTON ROBESON 19,409 74 BLACK MOUNTAIN BUNCOMBE 7,384
30 MATTHEWS MECKLENBURG 18,362 75 HUNTERSVILLE MECKLENBURG 7,343
31 ASHEBORO RANDOLPH 17,971 76 LINCOLNTON LINCOLN 7,254
32 ELIZABETH CITY CAMDEN, PASQUOTANK 17,255 77 PINEHURST MOORE 7,094
33 GARNER WAKE 17,248 78 LEWISVILLE FORSYTH 7,093
34 LEXINGTON DAVIDSON 17,053 79 APEX WAKE 6,827
35 ROANOKE RAPIDS HALIFAX 16,379 80 HAMLET RICHMOND 6,785
36 MORGANTON BURKE 16,357 81 CLEMMONS FORSYTH 6,520
37 HENDERSON VANCE 16,284 82 CONOVER CATAWBA 6,477
38 THOMASVILLE DAVIDSON 16,174 83 CLAYTON JOHNSTON 6,458
39 LAURINBURG SCOTLAND 15,904 84 INDIAN TRAIL UNION 6,360
40 ALBEMARLE STANLY 15,903 85 BREVARD TRANSYLVANIA 6,063
41 LENOIR CALDWELL 15,876 86 WILLIAMSTON MARTIN 5,854
42  MINT HILL MECKLENBURG 15,859 87 WHITEVILLE COLUMBUS 5,615
43 SHELBY CLEVELAND 15,854 88 CHERRYVILLE GASTON 5,566
ROCKINGHAM 15,598 89 FUQUAY-VARINA WAKE 5,389

44 EDEN




GROWTH OF LARGEST (AT 1990 CENSUS) MUNICIPALITIES FROM APRIL 1990 TO JULY 1995

POPULATION LAND AREA (SQ. MILES)
: . B A TOTAL * POPULATION URBAN . -1990  ANNEXED 1995
RANK . MUNICIPALITY 1990 . 1995 GROWTH . ANNEXED . GROWTH CLIMITS. . 1990-95  LIMITS
1 CHARLOTTE 395,934 469,809 73,875 36,435 37,440 174.23 3767  211.90
2 RALEIGH 212,092 249,332 37,240 15,873 21,367 88.12 10.97 99.09
3 GREENSBORO 183,894 193,298 9,404 3,142 6.262 79.78 12.46 92.24
4 WINSTON-SALEM 143,485 165,750 22,265 18,930 3,335 71.11 28.38 99.49
5 DURHAM 136,612 148,129 11,517 4,235 7,282 69.26 10.99 80.25
6 FAYETTEVILLE 75850 93,219 17,369 12,012 5,357 40.59 5.72 46.31
7 HIGH POINT 69,428 71,791 2,363 725 1,638 42.99 2.89 45.88
8 ASHEVILLE 61,855 68,474 6,619 3,920 2,699 34.94 6.05 40.99
9 WILMINGTON 55530 62,256 6,726 0 6,726 29.69 0.13 29.82
10 GASTONIA 54,725 57,181 2,456 447 2,009 30.37 0.47 30.84
11 ROCKY MOUNT 49,961 55952 5,991 3,516 2,475 25.33 8.97 34.30
12 GREENVILLE 46,305 56,307 10,002 7,644 2,358 18.93 4.77 23.70
13 CARY 44,397 65912 21,515 6,592 14,923 31.15 7.65 38.80
14 GOLDSBORO 40,709 47,992 7,283 4,047 3,236 21.02 2.92 23.94
15 BURLINGTON 39,498 42,273 2,775 685 2,090 20.33 0.58 20.91
16 CHAPEL HILL 38,711 43,539 4,828 1,086 3,742 16.53 2.48 19.01
17 WILSON 36,930 40,232 3,302 2,329 973 18.50 3.20 21.70
18 JACKSONVILLE 30,398 75,069 44,671 42,959 1,712 12.99 27.73 40.72
19 KANNAPOLIS 29709 34,423 4,714 3,045 1,669 15.69 5.32 21.01
20 HICKORY 28,474 30,058 1,584 558 1,026 20.31 1.51 21.82
21 CONCORD 27,347 35,468 8,121 5,183 2,938 21.80 13.59 35.39
22 KINSTON 25295 25,729 434 427 7 13.13 3.37 16.50
23 SALISBURY 23626 24,543 917 135 782 16.36 1.00 17.36
24 HAVELOCK 20,300 21,042 742 6 736 14.86 0.38 15.24
25 LUMBERTON 18,733 19,409 676 245 431 12.02 1.69 13.71
26 - STATESVILLE 17.567 21,655 4,088 3.275 813 12.92 4.50 17.42
27 NEWBERN 17,363 21,696 4,333 3,625 708 10.22 10.84 21.06
28 LEXINGTON 16,581 17,053 472 2 470 11.99 0.37 12.36
29 MONROE 16,385 21,273 4,888 2,664 2,224 13.86 7.15 21.01
30 ASHEBORO 16,362 17,971 1,609 697 912 11.89 2.70 14.59
31 THOMASVILLE 15915 16,174 259 49 210 10.08 0.07 10.15
32 ROANOKE RAPIDS 15722 16,379 657 .0 657 7.76 0.00 7.76
33 HENDERSON 15655 16,284 629 441 188 7.08 0.59 7.67
34 EDEN 15238 15,598 360 305 55 11.71 1.38 13.09
35 MORGANTON 15,085 16,357 1,272 432 840 16.72 1.19 17.91
36 ALBEMARLE 14940 15,903 963 12 951 14.66 0.57 15.23
37 SANFORD 14,755 20,745 5,990 4522 1,468 13.95 7.10 21.05
38 GARNER 14,716 17,248 2,532 100 2,432 11.37 0.34 11.71
39 SHELBY 14669 15854 1,185 929 256 8.78 0.89 9.67
40 ELIZABETH CITY 14292 17,255 2,963 1,585 1,378 453 189 6.42
41 LENOIR 14192 15876 1,684 1,365 319 13.58 1.86 15.44
42  MATTHEWS 13651 18,362 4711 2,981 1,730 12.26 1.75 14.01
43 BOONE 12,949 13,983 1,034 1 1,033 5.49 0.09 5.58
44 REIDSVILLE 12,183 14,280 2,097 1,870 227 7.91 6.57 14.48
45 CARRBORO 12,134 14,107 1,973 808 1,165 3.53 0.46 3.99
TOTAL (of LARGEST) 2,190,152 2,541,240 351,088 199,839 151,249 251.20  1401.52

1150.32



North Carolina

Population Projections

1996 Series

COUNTY July 1996 July 1997 July 1998 July 1999 July 2000 July 2001 July 2002 July 2003 July 2004 July. 2005 July 2006
ALAMANCE 117,915 118,549 119,850 121,039 122,075 122,805 123,504 124,186 124,975 125,829 126,661
ALEXANDER 30,766 31,350 31,781 32,200 32,572 32,864 33,169 33,488 33,804 34,122 34,428
ALLEGHANY 9,555 9,497 9,472 9,467 9,456 9,430 9,400 9,377 9,359 9,338 9,314

4 ANSON 23,786 23,875 23,937 23,926 23,884 23,812 23,721 23,616 23,495 23,379 23,273
5 ASHE 23,166 23,312 23,411 23,500 23,558 23,567 23,586 23,600 23,620 23,638 23,634
6 AVERY 15,205 15,273 15,336 15,380 15,408 15,398 15,400 15,409 15,419 15,431 15,410
7 BEAUFORT 43,645 43,848 44,058 44,257 44,428 44,538 44,651 44,754 44,858 44,962 45,046
8 BERTIE 20,701 20,766 20,812 20,824 20,815 20,773 20,721 20,664 20,641 20,620 20,594
9 BLADEN 30,063 30,313 30,449 30,551 30,603 30,593 30,5652 30,517 30,488 30,460 30,442
10 BRUNSWICK 62,750 64,770 66,667 68,388 69,996 71,369 72,801 74,276 75,794 77,315 78,765
11 BUNCOMBE 191,798 194,545 197,049 199,302 201,306 202,890 204,508 206,137 207,830 209,528 211,185
12 BURKE 82,866 84,109 85,106 85,944 86,663 87,201 87,704 88,240 88,759 89,257 89,741
13 CABARRUS 113,031 115,108 117,146 119,069 120,849 122,395 123,948 125,570 127,239 128,927 130,596
14 CALDWELL 74,338 74,949 75,506 75,986 76,389 76,627 76,860 77,086 77,295 77,514 77,709
15 CAMDEN 6,445 6,524 6,587 6,646 6,697 6,737 6,770 6,810 6,840 6,875 6,915
16 CARTERET 58,562 59,454 60,449 61,428 62,357 63,142 63,952 64,826 65,744 66,670 67,498
17 CASWELL 21,311 21,434 21,524 21,593 21,636 21,630 21,618 21,607 21,593 21,585 21,568
18 CATAWBA 127,942 129,566 131,076 132,510 133,865 135,014 136,109 137,175 138,210 139,265 140,368
19 CHATHAM 43,712 44,457 45,204 45,894 46,521 47,034 47,565 48,110 48,700 49,268 49,782
20 CHEROKEE 22,243 22,616 22,917 23,171 23,390 23,556 23,738 23,912 24,086 24,252 24,404
21 CHOWAN 14,140 14,192 14,272 14,373 14,466 14,537 14,592 14,664 14,737 14,793 14,856
22 CLAY 7.862 8,006 8,102 8,188 8,259 8,308 8,355 8,417 8,471 8,530 8,581
23 CLEVELAND 90,053 90,888 91,616 92,245 92,758 93,088 93,368 93,613 93,850 94,153 94,457
24 COLUMBUS 51,556 51,834 52,054 52,204 52,277 52,234 52,195 52,205 52,185 52,144 52,074
25 CRAVEN 86,789 87,424 88,269 89,162 90,047 90,855 91,651 92,470 93,300 94,155 94,892
26 CUMBERLAND 298,810 303,173 307,874 311,966 315,895 320,145 324,464 328,729 332,975 337,365 341,369
27 CURRITUCK 16,257 16,664 17,059 17,406 17,725 17,991 18,261 18,555 18,872 19,184 19,501
28 DARE 26,516 27,279 27,979 28,652 29,342 30,001 30,660 31,344 32,015 32,713 33,429
29 DAVIDSON 138,501 140,162 141,880 143,570 145,111 146,332 147,555 148,804 150,099 151,415 152,682
DAVIE 30,203 30,569 30,927 31,282 31,608 31,854 32,102 32,367 32,629 32,927 33,212
DUPLIN , 43,413 43,934 44,388 44,741 45,014 45,178 45,355 45,514 45,682 45,845 46,011

2 DURHAM 194,685 196,569 198,667 201,277 203,902 206,329 208,738 211,171 213,553 215,975 218,536
33 EDGECOMBE 56,714 56,740 56,739 56,766 56,776 56,714 56,658 56,592 56,562 56,548 56,535
34 FORSYTH 284,157 287,468 290,315 292,907 295,303 297,229 299,104 300,947 302,810 304,677 306,511
35 FRANKLIN 42,605 43,589 44,539 45,436 46,277 47,019 47,791 48,569 49,350 50,172 51,017
36 GASTON 179,018 179,497 180,028 180,826 181,572 182,050 182,464 182,821 183,226 183,696 184,143
37 GATES 9,835 9,906 9,988 10,063 10,129 10,177 10,229 10,291 10,355 10,414 10,472
38 GRAHAM 7,556 7,623 7.654 7.689 7,718 7,742 7,748 7,754 7.758 7,775 7,825
39 GRANVILLE 41,523 42,023 42,557 43,063 43,526 43,875 44,252 44,680 45,139 45,590 46,007
40 GREENE 17,106 17,373 17,588 17,743 17,851 17,898 17,962 18,036 18,117 18,164 18,197
41 GUILFORD " 378,067 383,388 387,934 392,023 395,676 398,549 401,406 404,339 407,320 410,401 413,357
42 HALIFAX 57,700 58,016 58,314 58,580 58,784 58,880 - 58,955 59,047 59,145 59,273 59,380
43 HARNETT 78,967 80,918 82,712 84,148 85,483 86,700 87,895 89,106 90,334 91,641 92,930
44 HAYWOOD 50,443 50,931 51,391 51,793 52,099 52,249 52,404 52,570 52,719 52,864 52,971
45 HENDERSON 77.549 78,837 80,058 81,251 82,322 83,126 83,947 84,823 85,779 86,709 87,553
46 HERTFORD 22,363 22,369 22,332 22,300 22,260 22,211 22,145 22,078 22,005 21,939 21,892
47 HOKE 28,526 29,596 30,489 31,158 31,759 32,287 32,819 33,350 33,920 34,472 35,026
48 HYDE 5,108 5,040 4,986 4,949 4,915 4,891 4,872 4,851 4,818 4,781 4,751
49 |REDELL 105,957 107,981 109,713 111,459 113,067 114,475 115,810 117,206 118,616 120,044 121,462
50 JACKSON 29,268 29,603 29,892 30,167 30,396 30,547 30,706 30,862 31,020 31,160 31,278
51 JOHNSTON 98,845 101,651 104,175 106,428 108,493 110,361 112,208 114,119 116,085 118,056 120,012
52 JONES 9,519 9,539 9,566 9,572 9,572 9,566 9,553 9,548 9,538 9,522 9,504
53 LEE 47,014 47,943 48,813 49,556 50,222 50,760 51,344 51,935 52,517 53,132 63,735
54 LENOIR 59,466 59,749 60,010 60,190 60,288 60,281 60,236 60,188 60,116 60,034 59,941
55 LINCOLN 56,782 57.879 58,915 59,867 60,764 61,550 62,344 63,155 63,958 64,791 65,626
56 MCDOWELL 37,696 38,059 38,326 38,540 38,701 38,771 38,849 38,931 39,007 39,074 39,123
57 MACON 26,757 27,268 27,750 28,190 28,577 28,859 29,174 29,519 29,847 30,190 30,503
58 MADISON 18,020 18,179 18,319 18,432 18,524 18,584 18,643 18,706 18,763 18,825 18,880
MARTIN 25,895 25,990 26,092 26,161 26,187 26,146 26,104 26,077 26,070 26,070 26,043
MECKLENBURG 592,634 606,368 618,853 631,155 643,083 654,137 665,152 676,303 687,653 699,269 710,911

Office of State Planning July 1996




North Carolina

"Population Projections

1996 Series

COUNTY July 1996 July 1997 July 1998 July 1998 July 2000 July 2001 July 2002 July 2003 July 2004 July.2005 July 2006
MITCHELL 14,864 14,956 15,026 15,059 15,074 15,054 15,037 15,024 16,015 15,005 14,991
MONTGOMERY 24,090 24,199 24,336 24,443 24,539 24,595 24,649 24,703 24,753 24,803 24,857
MOORE 68,732 70,358 71,807 73.059 74,168 75,031 75.890 76,776 77,719 78,643 79,511
NASH 85,588 87,019 88,361 89,625 90,796 91,794 92,796 93,822 94,885 95,986 97,061

65 NEW HANOVER 144,043 147,761 151,108 154,087 156,748 158,955 161,183 163,452 165,838 168,288 170,649
66 NORTHAMPTON 20,714 20,694 20,647 20,590 20,513 20,397 20,293 20,193 20,089 19,976 19,855
67 ONSLOW 160,714 151,770 153,651 155,262 157,050 159,693 162,232 164,905 167,659 170,420 172,988
68 ORANGE 107,992 110,093 112,178 114,100 115,941 117,536 119,085 120,608 122,119 123,700 125,310
69 PAMLICO 11,872 12,078 12,168 12,255 12,330 12,370 12,415 12,472 12,631 12,593 12,645
70 PASQUOTANK 33,501 33,858 34,256 34,597 34,904 35,142 35,414 35,685 35,969 36,253 36,521
71 PENDER 35,773 36,945 37,995 38,980 39,894 40,692 41,533 42,389 43,255 44,131 44,973
72 PERQUIMANS 10,716 10,792 10,854 10,905 10,952 10,979 11,009 11,040 11,071 11,112 11,168
73 PERSON 32,608 33,015 33,349 33,631 33,863 34,005 34,160 34,309 34,488 34,670 34,834
74 PITT 119,276 121,233 123,178 125,108 127,010 128,868 130,722 132,591 134,536 136,506 138,466
75 POLK 15,931 16,128 16,359 16,572 16,761 16,907 17,058 17,208 17,363 17,508 17,636
76 RANDOLPH 117,405 119,306 121,002 122,664 124,238 125,591 126,924 128,302 129,713 131,127 132,570
77 RICHMOND 45,619 45,740 45,844 45,964 46,048 46,063 46,104 46,118 46,119 46,133 46,138
78 ROBESON 111,894 112,994 114,082 114,922 115,633 116,135 116,626 117,176 117,784 118,487 119,081
79 ROCKINGHAM 89,345 89,986 90,427 90,801 91,097 91,226 91,362 91,490 91,618 91,755 91,864
80 ROWAN 121,032 122,839 124,377 125,812 127,132 128,226 129,347 130,509 131,752 133,079 134,359
81 RUTHERFORD 59,479 59,868 60,239 60,613 60,950 61,196 61,452 61,686 61,919 62,147 62,378
82 SAMPSON 51,177 51,760 52,243 52,616 52,884 53,028 53,190 53.360 53,529 53,704 53,851
83 SCOTLAND 34,916 35,049 35,196 35,368 35,516 35,606 35,706 35,802 35,914 36,022 36,131
84 STANLY 54,301 54,633 54,969 55,341 55,680 55,938 56,205 56,475 56,755 57,035 57,301
85 STOKES 42,146 42,956 43,673 44,314 44,903 45,416 45,919 46,424 46,914 47,428 47,955
86 SURRY 66,110 66,833, 67,439 67,983 68,439 68,737 69,049 69,376 69,728 70,061 70,354
87 SWAIN 11,662 11,747 11,809 11.871 11,922 11,934 11,969 12,016 12,060 12,098 12,124
88 TRANSYLVANIA 27,447 27,760 28,060 28,328 28,555 28,703 28,840 28,983 29,138 29,281 29,407
89 TYRRELL 3,752 3,727 3,724 3,708 3,690 3,667 3,639 3,615 3,599 3,564 3,540
O UNION 101,507 104,459 107,024 109,339 111,500 113,451 115,449 117,518 119,651 121,810 123,926
VANCE 40,297 40,558 40,798 41,036 41,260 41,436 41,620 41,791 41,967 42,109 42,271
WAKE 538,131 556,992 574,323 590,447 605,837 620,205 634,867 649,863 665,105 680,630 696,265

93 WARREN 18,331 18,523 18,680 18,808 18,909 18,951 18,998 19,066 19,155 19,247 19,307
94 WASHINGTON 13,675 13,584 13,516 13,458 13,391 13,307 13,228 13,141 13,057 12,973 12,880
95 WATAUGA 40,607 41,142 41,639 42,077 42,464 42,730 43,010 43,310 43,614 43,923 44,213
96 WAYNE 112,331 113,410 114,360 115,297 116,135 116,797 117,432 118,054 118,671 119,267 119,797
97 WILKES 62,438 62,894 63,278 63,621 63,890 64,043 64,179 64,274 64,393 64,473 64,552
98 WILSON 68,583 68,977 69,345 69,681 69,956 70,082 70,213 70,385 70,564 70,743 70,906
99 YADKIN 34,464 35,118 35,688 36,179 36,611 36,954 37,291 37,656 38,034 38,395 38,743
100 YANCEY 16,278 16,403 16,521 16,624 16,706 16,750 16,796 16,846 16,903 16,957 16,991

101 NORTH CAR.

7,322,318 7,436,690 7,542,996 7,641,684 7,733,097 7,811,951 7,891,238 7,972,035 8,054,610 8,138,759 8,220,877
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Geodetic Survey

Coordinate Statewide Geodetic Activities

Develop and maintain high Accuracy Reference Network
(HARN)

Maintain Global Positioning System (GPS) Contmuously
Operating Reference System (CORS)

Maintain access to the North Carolina Geodtic Survey
Integrated Data Base



NCGS GPS Community Base Stations

Note:' Hickory will be positioned in Summer 1997




Center for Geographic Information and Analysis
(CGIA)

e (Coordinate Statewide Geographic Information Systems (GIS)
Activities

e Maintain Geographic Data Clearinghouse

e Provide statewide, cost-effective geographic information and
services



NORTH CAROLINA DISASTER COUNTIES

w E 8 AM FRI SEP 08 1986

100 MILES

In Other
Storm Couaties e Counties Declared Diaster Areas

Historie September 1996

Distriots 60,924.33 aores 60 13,470.56 sores 13 B
Historio h

Sites 661 Ss 82 7
Coasteal Marianas 273 88 0 N/ A
National Pollotant
Dllehnr!e Blimiaoatiosn
Systom ites 1,385 41 186 6 7 PM THU SEP 08 1896
Fishorios
Norsery Areas 127,383.43 acroes 98 ] N/ A
State-Ownoed

Comploxos 323,866.02 nporos 69 12,545.81 scres 3 Iy the
State Parks 153,216.43 acres 6s 0 N/ A N”c‘ i for i hic &
Surface Wat

Totskos & 81 33 19 8 11 Hillshorough St * Ralsigh, NC 27603 * (919)733-2090




€. N

MAR 17 1997
. STATE BOARD OF ELECTIONS
133 Fayetteville Street Mall
Suite 100
Raleigh, North Carolina 27601
GARY O. BARTLETT Mailing Address:
Executive Secretary-Director P.0. BOX 2169
RALEIGH, NC 27602
Memorandum (919) 733-7173
FAX (919) 715-0135
To: Representative Wilma Sherrill, Co-chair

Representative Wainwright, Member
Joint Appropriations Subcommitee on General Government

cc: Representative Bill Ives, Co-Chair
Representative Gene McCombs, Co-chair
Senator Ed Warren, Co-Chair
Joint Appropriations Subcommitee on General Government

From: Gary O. Bartlett &M‘? o. 4142%&%'

Executive Secretary-Director |
Date: March 6, 1997

‘ Subject: Response to request for information

In response to your requests for specific information, this memorandum contains
supplemental information that we respectfully submit for your consideration and for
for the record.

Representative Sherrill inquired as to the unit cost of producing A Public Trust, the
North Carolina training video for precinct officials. This unit cost was $2.73 per video.
Current appropriations permit us to produce cne video a year. The video was
submitted to committee members for their review since the State Board of Elections
has requested an appropriation to produce additional training videos. Feedback from
county board members, directors and precinct officials indicates that the video has
been well-received and has been effective in training precinct officials, our most
critical link in conducting free, fair, and open elections.

Representative Wainwright shared with the committee a letter from Owen G. Dunn
expressed concerns about a shortened election schedule at its impact on the
timetable for printing ballots and associated costs. I have spoken with Mr. Owen
Andrews, who has confirmed that his printing company services approximately 30-35
- counties. I shared with Mr. Andrews the observation of county boards of election
directors that optical scan paper ballots are typically printed with a 20 to 21 day
turnaround. He responded by stating that his company would adapt to any election
. schedule approved by the General Assembly. However, as a printer, he added that he



oy

would feel more comfortable with a 6 week turnaround period, to ensure accuracy of
the ballot and so his company could avoid incurring additional costs from the hiring
of additional staff or the purchase of new equipment. He cautioned that incurring
such costs would lead to an increase in the costs to counties for the printing of their
ballots. Please note, however, that Owen G. Dunn prints ballots for jurisdictons
outside of North Carolina as well. Information indicates that at the time his company
would print ballots under the shortened election schedule, he would also be printing
ballots for use in Florida.

If you should have any questions about this information, please do not hesitate to give
me a call. I would also be glad to meet with you discuss these issues.
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JOINT APPROPRIATIONS SUBCOMMITTEE
ON
GENERAL GOVERNMENT
February 20, 1997

The Joint Appropriations Subcommittee on General Government met Thursday
February 20, 1997 at 8:30 a.m. in room 425 of the Legislative Office Building. Four of
the Senate members were present. Representatives present were: Co-Chairs Ives,
McCombs and Sherrill; and Culpepper, Jeffus and Wainwright.

Senator Warren, Chair of the day, introduced Ms. Kaye Gattis and asked her to
review the activities of the Office of the Lieutenant Governor. Ms. Gattis said that their
office had a lean but solid budget which covers the salaries and activities of ten staff,
including the Lt. Governor. One position is empty at the moment; the staff serves the
citizens of North Carolina in a very efficient manner; and that the Lt. Governor serves on
thirteen various boards and commissions, including the State Board of Education and that
he presides over the Senate.

Representative Sherrill asked Ms. Gattis if the position which has been vacaht
since mid-1996 was really needed. Ms. Gattis responded that the position was needed,;
that it became vacant just prior to the elections, and that they postponed filling it until
they were sure they would be in charge. She also noted that they had cut their budget by
12-percent over the past four years.

Chairman Warren then asked Mr. George Hall to report on the General Assembly.
Mr. Hall stated that in preparing their budget they allowed 24 weeks for the long session
and 12 weeks for the short session; that it costs $60,000 a day while in session; and that
the Reserve Fund was used to cover sessions which ran longer, and for special called
sessions, such as last year’s Crime Session. For instance the 1993-95 session totaled 40
weeks. In response to Senator Warren’s question, he said that all legislators received the
same pay no matter where they lived. Senator Warren also asked if his office had
considered allowing a full-time secretary for all members. Mr. Hall said that the House
had tried having one secretary work for five representatives during the interim, and that

the Senate had been allowed secretarial assistance 4-days per month.
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In response to several questions from Representatives Sherrill and Jeffus, Mr. Hall
(with Elaine Robinson’s input. Elaine is Director of the Administrative Division) said
that a clerk’s average salary was $107/day, and that classification of Clerk I, IT or III is
determined by their committee assignment. The General Assembly leadership makes that
determination. In regard to longevity, Ms. Robinson stated that longevity for permanent
employees is based on length of service in all State offices, including the General
Assembly; and that temporary employees do not get longevity but are on a pay scale
based on years of service. Mr. Hall said that parking was determined by seniority and
committee assignments.

Several legislators asked about job descriptions for the secretaries and clerks. Mr.
Hall said that the only job description was the material listed on pages 16-18 of the
Legislative Manual issued by the Legislative Services Office.

Representative Sherrill then asked why General Assembly staff was paid on so
much higher a scale than other State employees. Mr. Hall responded that until about ten
years ago GA staff salaries were rather haphazard. The Legislative Services Commission
looked into this and decided on a scale based on the Court’s system. That has been used
since that time. The rationale was that a system was needed to reward employees for
long and good service. The present longevity rate is:

5to 10 years=4.8 %
10 to 15 years = 9.6%
15 to 20 years = 14.4%
20 and up =19.2%

Senator Ledbetter asked about the status of the current budget, to which Mr. Hall
noted that there was $6M in the Reserve Fund, with $3M earmarked for chamber
renovations. Representative Ives asked if the Legislative Office Building would be under
the possession of the General Assembly when the Auditor and Secretary of State moved
out in the fall—in other words, will we have to pay the utility bills, etc. Mr. Hall said

Page 3 - Minutes
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that he hoped the Department of Administration would continue to pay them. Mr. Allen
Rogers, the Personnel Officer, said that he would bring a salary schedule to the
Committee on Monday. In response to a question by Representative Ives, Mr. Rogers
said that the General Assembly employees were paid about two percent more than what
the general State employees make. After some discussion about clerks overtime work, it
was concluded that each clerks legislator should be the one to verify the overtime and
sign the time sheet. Senator Lucas noted that this was what had been done in the past.

The Committee adjourned at 9:10 a.m. to reconvene at 5:00 p.m. Monday,
February 24, 1997.

Respectfully submitted,

A il (ONDetl

Senator Ed Warren, Chairman Wilma Caldwell, Committee Clerk
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MINUTES

JOINT APPROPRIATIONS
SUBCOMMITTEE ON GENERAL GOVERNMENT

February 24, 1997

The Joint Appropriations Subcommittee on General Government met on February 24,
1997 at 5:00 p.m. in Room 425 of the Legislative Office Building. Representative
McCombs presided and the following members were present: Representative Ives,
Cochair; Representative Sherrill, Cochair; Representatives Decker and Jeffus and three
Senate members.

Representative McCombs called the meeting to order and introduced Judge Julian Mann,
Director, Office of Administrative Hearings. Judge Mann gave an overview of the Office
of Administrative Hearings and its three divisions: Civil Rights, Publications and
Hearings. He briefly went over the handout “Striving for Efficiency in Administrative
Litigation: North Carolina’s Office of Administrative Hearings” (Attachment 1) and a
series of charts showing information on petitions filed (Attachment 2).

After Judge Mann’s presentation, the committee members asked questions. Senator Page
asked what sort of documentation is kept on each hearing and is the documentation
available to the public. Judge Mann responded that each hearing is similar to a court case
and pleadings and files are kept on each case. All documents are kept in a file and are
open for public inspection. Senator Page then noted that petitions filed against the ABC
Board seem to dominate in a number of years and asked if there is any particular reason
for this. Judge Mann responded that these are cases where bars and taverns are fined for
misconduct and if the owner feels like they have a defense against that, they have a trial.
There are a high number of cases because the ALE is out checking the bars on a regular
basis. Rep. [ves asked what CSE/DCS stands for. Judge Mann responded that those are
Child Support Tax Intercept cases. Rep. Ives then asked for clarification on the request
for new printers. Judge Mann stated that this is for a new hearings program which is
being written now. Senator Page asked how soon after someone files a petition is it
heard. Judge Mann responded that the agency goal is to have the time from when the
petition is filed until when the decision is written within six months.

Judge Mann then asked Judge Sammie Chess, Administrative Law Judge with the High
Point Office to clarify reasons for time delays in petition hearings. Judge Chess
responded that there are rules of civil procedure and that the lawyers need time do
discovery.

Deputy Directpr James R. Scarcella spoke next on the 1997-99 program objective for the
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Office of Administrative Hearings, which is to reduce the length of time it takes to put
together the official record to the state agencies.

Molly Masich, Director of the Rules Division, discussed the new LAN system and the
need for a new position to support the LAN. Rep. Sherrill asked if this new position is
approved will that cut out SIPS. Ms. Masich responded that over the long-term SIPS
would not be paid as much.

Lamont Goins, Director of the Civil Rights Division, then spoke regarding the needs in
this division. He requested that the position of the contract employee who has been
serving since February 1989 be permanently funded. Rep. Ives asked Mr. Goins how
busy his office is. Mr. Goins responded that they are quite busy. Rep. McCombs asked
what the difference in cost would be for this position under contract as opposed to a full-
time employee. Mr. Scarcella responded that the difference would be in the retirement
and hospitalization benefits. After more discussion of additional staffing needs,
clarification was given that three new positions are requested. Two are in the
continuation budget and one is not.

The meeting was adjourned at 5:58 p.m.

Respectfully submitted,

(o L, '
CZ“‘/@—Q—&L&_ W? 124 W&m&
Reprzgﬁ)ative Eugene McCombs Suzanng’¥. Erskine

Cochat Committee Clerk
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STRIVING FOR EFFICIENCY IN ADMINISTRATIVE LITIGATION; 4% - D&u-Z
NORTH CAROLINA'S OFFICE OF ADMINISTRATIVE HEARINGS

JULIAN MANN, II*

Due process of law* is the driving force behind the need for
efficiency in administrative litigation. The old adage, "Justice
delayed‘__is justice denied," describes in m_odern terms an ineffi-
cient hearings' system that cannot deliver justice.? By contrast,
an efficient hearings' system, one designed to move cases swiftly

to trial, can deliver both justice and due process by avoiding

unnecessary delay.?

*Chief Administrative Law Judge and Director of the State of North Carolina's Office of
Administrative Hearings (OAH), now serving in his second term under appointment of Chief Justice
(Retired) James G. Exum, Jr.. The author gratefully acknowledges the assistance of OAH Law Clerk

Anna K. Baird, and the research staff of the National Center for State Courts, Williamsburg,
Virginia.

! *Law in its regular course of administration through courts of justice." BLACK'S LAW
DICTIONARY 449 (5th ed. 1979).

2 See Anthony F. Vollack, Keeping Abreast of the Flood: How Judges Can Control Caseflow,
5 State Court Journal 8, 9 (1981); see Chief Justice Thomas O. Marshall, Workshop on Reducing
Trial Court Delay (Dec. 10, 1986), reprinted in 2 PLANNING AND CONDUCTING A WORKSHOP
ON REDUCING DELAY IN FELONY CASES (INSTITUTE FOR COURT MANAGEMENT OF THE
NATIONAL CENTER FOR STATE COURTS) Tab 16 (1991); see also KENNETH C. DAVIS, ADMINIS-
TRATIVE LAW TEXT § 8.06 (3rd ed. 1972) ("Delay may be the equivalent of denial of relief so
that immediate judicial review becomes appropriate.").

3 "The time has come for the courts to reduce delay and to make efficiency a high priority
of the judicial system.” The North Carolina Courts Commission, Case Management (A Report
by the Subcommittee on Structure of the Courts to the North Carolina Courts Commission) 5
(Jan. 1995) (on file with the North Carolina Courts Commission); see also William E. Hewitt,
Courts thar Succeed: A Tour of Six Successful Courts, THE CT. MANAGER, Spring 1993, at 4
(asserting that delay has a negative effect on the quality of justice).
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How is efficiency measured in a modern hearings' system?
Although distinctions have been drawn between measuring "delay” and
"pace" of litigatioh‘, most authorities agree that an accurate
gauge of efficiency. is determined by monitoring the median time
between the filing and resolution of court cases in a judicial
system.® | |

:_Some of the variables which affect this efficiency measure
ar‘.;e: (a) degree of intervention by the court in asserting control
over dockets;® (b) existence of Differentiated Case Management

(DCM)7; (c) use of a computerized system to track cases?; (d) time

¢ Pace of litigation refers to the "time it takes a case to proceed from the filing of a
complaint to the issuance of a verdict or judgment." Delay pertains to a particular case and refers
to the "time beyond that which is reasonable for obtaining a just resolution of the case.” JOHN

A. GOERDT ET AL., REEXAMINING THE PACE OF LITIGATION IN 39 URBAN TRIAL COURTS 36
(1991).

3 AMERICAN BAR ASSOCIATION, STANDARDS RELATING TO TRIAL COURTS § 2.52 (1985)
(hereinafter "ABA Time Standards"). The ABA Time Standards call for disposition of 90% of
general civil cases within twelve months of filing, 98 % within eighteen months, and 100% within
twenty-four months. See infra text p. 40.

¢ See Kathryn Fahnestock & Maurice D. Geiger, We All Ger Along Here: Case Flow in Rural
Courts, 76 Judicature 258, 262 (1993); see Thomas W. Church, The "Old" and "New"
Conventional Wisdom of Court Delay, 7 JUST. Sys. J. 395, 405 (1982).

7 See Thomas A. Henderson, et al., Differentiated Case Management File Report 2 (July
1990) (on file with the National Center For State Courts) ("DCM [Differentiated Case
Management] is a sophisticated means of early case categorization to facilitate individual case
management and to move the cases in each category to conclusion with the procedures,
information support, speed and resource appropriate for the particular category."); see Caroline
S. Cooper et al., Differensiated Case Managemen:: What is It? How Effecrive has it Been?,
JUDGES J., Winter 1994, at 2. '

3 See Marcia L. Goodman, Effective Case Monitoring and Timely Dispositions: The
Experience of One California Court, 76 JUDICATURE 254, 256 (1993).

2
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limits for discdvery and motions?; (e) case
load per judge!®; (e) availability of Alternativé Dispute Resolution
(ADR)!'; and (g) adéption by the court of a firm continuance
policy.? A system which is too focused on efficiency measures may
unnecessarily rush due process.!? However, more often than not,
unnecessary delay occurs when courts ignore these variables.!

PERICULUM IN MORA
(DELAY BREEDS DANGER)

Trial delay and its relationship to injustice compels judges,
lawyers, and administrators to address the need for efficiency. 1In
short, delay reduction is as much a matter of judicial and

professional ethics as it is a question of judicial administra-

% See THE BROOKINGS INSTITUTION, JUSTICE FOR ALL: REDUCING COSTS AND DELAY IN
CIVIL LITIGATION: REPORT OF A TASK FORCE 19 (1989).

19 See GOERDT, supra note 4, at 54; see also Chief Justice Burley B. Mitchell, Jr., Address
to a Joint Session of the North Carolina General Assembly 5 (Mar. 21, 1995) (on file with the
Clerk of the North Carolina Supreme Court).

1 See THE BROOKINGS INSTITUTION, supra mote 9, at 23; see Valerie P. Simmons,

Differentiated Case Management and ADR - A Plan to Reduce Costs and Delay in Civil
Lirigarion, 72 MICH. BAR'REV. 1010 (1993).

12 See THOMAS CHURCH, JR. ET AL., JUSTICE DELAYED: THE PACE OF LITIGATION IN
URBAN TRIAL COURTS 69 (1978).

13 See George E. (Ted) Allen, Another View of the Rocket Docker, TRIAL, Apr. 1993, at 48
("Disposition rates and speed, although important, should be balanced with other considerations.
Concern for timeliness should not be allowed to elevate procedure over substance.”).

14 See BARRY MAHONEY et al., CHANGING TIMES IN TRIAL COURTS 154 (1988).
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tion.”® To do nothing to resolve the problem of court delay is to
acquiesce in a system which fails to consistently produce due
process.® The scales of justice cannot weigh accurately unless
they are calibrated.

The need for efficiency exists in all courts from trials in
the magistrate court to.coﬁplex appeals in the supreme court.
Administrative tribunals are no different. Trials in administra-
ti;fe forums assume many of the characteristics of trials in

judicial branch courts,' and moreover, the United States Supreme

15 "4 Judge Should Perform the Duties of His Office Impartially and Diligently. . . . (5) A
judge should dispose promptly of the business of the court.” N.C. Code of Judicial Conduct,
Canon 3, § A(S) (1994). "A judge should diligently discharge his administrative responsibilities,
maintain professional competence in judicial administration, and facilitate the performance of the
administrative responsibilities of other judges and court officials.” Id. at § B(1); see GENERAL
RULES OF PRACTICE FOR THE SUPERIOR AND DISTRICT COURTS, Philosophy of General Rules
of Practice ("These rules are applicable in the Superior and District Court Divisions of the
General Court of Justice. They shall at all times be construed and enforced in such manner as
to avoid technical delay and to permit just and prompt consideration and determination of all the
business before them."); see MODEL RULES OF PROFESSIONAL CONDUCT Rule 1.3 (1994)
("Diligence, A lawyer shall act with reasonable diligence and prompiness in representing a client.
COMMENT: (2) Perhaps no professional shortcoming is more widely resented than
procrastination. A client's interests often can be adversely affected by the passage of time or the
change of conditions; in extreme instances, as when a lawyer overlooks a statute of limitations,
the client's legal position may be destroyed. Even when the client's interests are not affected in
substance, however, unreasonable delay can cause a client needless anxiety and undermine
confidence in the lawyer's trustworthiness. ").

16 " A1l courts shall be open; every person for an injury done him in his lands, goods, person,
or reputation shall have remedy by due course of law; and right and justice shall be administered
without favor, denial, or delay.” N.C. CONsT., art. I § 18.

17 See CHARLES H. KOCH, JR., ADMINISTRATIVE LAW AND PRACTICE § 6.1 (1985); see
also Frederick Davis, Judicialization of Administrarive Law: The Trial-Type Hearing and the
Changing Siatus of the Hearing Officer, 1977 DUKE L.J. 389 (1977). ‘

4




Court has addressed the issue of delay and its relationship to due
process in two significant administrative law decisions.!®

The ABA Time Standards were not originally intended to be
applied to every administrative tribunal. Writing in the official
introduction, Judge Robert C. Broomfield, Chairman of the National
Conference of State Trial Judges (1983-84), excludes administrative
litigation from the ABA Time Standards, not for the reason that
administrative litigants are undeserving of timely due process, but
that administrative tribunals may lack the necessary authority or
resources to meet the standards. Judge Broomfield writes:

As contrasted with judicial branch judges, administrative

law judges in the executive branch may have insufficient

authority or resources to manage their caseloads in an

effective manner. To insure the independence of their

adjudicative decisions, the requisite authority should be

conferred on these courts and sufficient resources

allocated to exercise that authority. In the absence of

such control over the means of managing cases effective-

ly, it is not intended that these standards apply to

administrative law judges, and they should be deemed

exempted from application of them.??

North Carolina's Office of Administrative Hearings (OAH) is an
example of an administrative hearings system which does have

control over the means to manage its cases effectively; thus, it

should be held accountable to the ABA Time Standards.

A

18 "1t [due process] is an opportunity which must be granted at a meaningful time and in a
meaningful manner." Armstrong v. Manzo, 380 U.S. 545, 552, 85 S. Ct. 1187, 1191, 14 L.
Ed. 2d 62, 66 (1965); Cleveland Bd. of Educ. v. Loudermill, 470 U.S. 532, 547, 105 S. Ct.
1487, 1496, 84 L. Ed. 2d 494, 507 (1985).

19 AMERICAN BAR ASSOCIATION, supra note 5, at 2.
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NORTHE CAROLINA AS A CENTRAL PANEL

The General Assembly created OAH in 1985.%° North Carolina was
the 13th jurisdiction in the nation to provide for a central panel
system for admiriistrative litigation. But what exactly is a
"central panel" and how is it distinquished from other administra-
tive law systems? Without delving into a detailed analysis,? a
central panel is an autonomous, quasi-judicial, executive branch
aéency composed of an independent cadre of admihistrative law
judges who hear and decide a wide range of 'administrative cases.?
This system is designed to separate the hearings function from the

investigative and prosecutorial functions in state administrative

21985 N.C. Sess. Laws, Ch. 746. This Sessions Law created the Office of Administrative
Hearings and a newly revised Administrative Procedure Act (APA), N.C. GEN. STAT. §150B,
which was preceded by N.C. GEN. STAT. § 150A. Much of the new APA's language and
concepts, originally found in Chapter 150A, was incorporated into Chapter 150B. For an
excellent overview of these concepts as found in the predecessor APA, 150A, see Charles E.

Daye, North Carolina's New Administrazive Procedure Act: An Interpretive Analysis, 53 N.C.L.
REV. 833 (1975). '

! See MALCOLM C. RICH & WAYNE E. BRUCAR, THE CENTRAL PANEL SYSTEM FOR
ADMINISTRATIVE LAW JUDGES: A SURVEY OF SEVEN STATES (1983) [hereinafter RICH &
BRUCAR]; see KOCH, supra note 17, § 6.4[5] (Supp. 1995); see John W. Hardwicke, The Cerural
Hearing Agency: Theory and Implementation in Maryland, 14 J. OF THE NAT'L AssoC. OF
ALJ.s S5, 12, (1994); seezAllen Hoberg, Administrarive Hearings.: State Cerural Panels in the
1990s, 46 ADMIN. L. REV. 75, 76 (1994), reprinzed in 14 J. OF THE NAT'L AssoC. OF A.L.J.s
107 (1994) (infra citations will be to the reprinted article), see Edwin L. Felter, Jr., Administra-
tive Adjudication Total Qualiry Management: The Only Way to Reduce Costs and Delays Without
Sacrificing Due Process, 15 J. OF THE NAT'L Assoc. OF A.L.J.s 5§ (1999); .

Z "The central panel system also emphasizes adjudicative skill and competence without
requiring ALJs to be experts in the complexities of the particular agency's policies.” C. Stuart
Greer, Note, Expanding the Judicial Power of the Administrative Law Judge to Esablish
Efficiency and Fairness in Administrative Adjudication, 27 U. RICH. L. REV. 103, 123 (1992).

6




law.?® In the other decentralized state systems of admini'strative
law, the ALJ is often employed by the same agency which investi-
gates and prosecutes the action. However, the North Carolina
General Assembly did not create a central pane]. solely in response
to a need for autonomy.“ It was created equally in response to
economic reasons?® based upon a study questioning the excessive cost

of malntalnlng a decentralized system.?*

2 "An unbiased, impartial decision-maker is essential to due process.” Crump v. Board of
Educ., 93 N.C. App. 168, 378 S.E.2d 32 (1989), aff"d as modified, 326 N.C. 603, 392 S.E.2d
579 (1990); see Lyness v. Pennsylvania, 529 Pa. 535, 605 A.2d 1204 (1992); see Bernard G.
Segal, The Administrarive Law Judge, 62 A.B.A. J. 1424, 1426 (1976); see Edward A. Slavin,
Jr., ALJ Independence Undermined, JUDGES J., Spring 1992, at 26.

% The Office of Administrative Hearings is an independent, quasi-judicial agency
under Article I, Sec. 11 of the Constitution and, in accordance with Article IV,
Sec. 3 of the Constitution, has such judicial powers as may be reasonably
necessary as an incident to the accomplishment of the purposes for which it is
created. The Office of Administrative Hearings is established to provide a source

of independent hearing officers to preside in administrative cases and thereby
prevent the commingling of legislative, executive, and judicial functions in the

administrative process.

N.C. GEN. STAT. § 7A-750 (1989).

¥ See Hardwicke, supra note 21, at 81 ("The separation of adjudication from investigation
and prosecution renders each process more efficient, more direct and more accountable.™).

% Tom L. Covington, Legislative Report to Representative William T. Watkins, Regarding
the Costs of Rulemaking, Contested Cases, Appeals, etc. (Apr. 23, 1985) (on file with the North
Carolina General Assembly, Legislative Services Office); see Michael Crowell (presently serving
as Executive Director of the Committee for the Future of Justice and the Courts in North
Carolina), Overview of the North Carolina Administrative Procedure Act (APA), History of
Administrative Procedure Statutes in North Carolina 1-4 (Jan. 12, 1990) (on file with the North
Carolina Bar Foundation). -



After its creation, OAH did reduce overall costs with the
centralization of these administrative hearings?’ but at that same
time the central panel also produced unexpected advances in:
competency of the adjudicator,?*® perception of the impartiality of
the decision-maker,? quality of the official record,?®® convenience
of hearings' 1locations, -and broader access to administrative
justice.

| California originated the central panel system of administra-
tive hearings in 1945. Twenty other jurisdictions, including the
City of New York, have followed: Missouri (1965),.Massachusetts
(1974), Minnesota (1974), Tennessee (1974), Florida (19795),
Colorado (1976), Wisconsin (1978), New Jersey (1979), New York City
(1979), Washington (1982), Iowa'(l986), North Carolina (1986),
Wyoming (1987), Maryland (1990), North Dakota (1991), Texas (1992),
South Dakota (1993), South Carolina (1994), Hawaii (1994) arid

Georgia (1994).
Not all states that have proposed legislation have adopted a

central panel system. The State of Oregon has recently failed to

7 Julian Mann, III, In Support of the APA: A Report to the General Assembly app. E
(Feb. 11, 1991) (on file with the North Carolina Office of Administrative Hearings). OAH
operates under a biennial budget directly funded by appropriations from the General Assembly.

# See Segal, supra note 23 (suggesting that a central panel will attract more qualified ALJs).

# Id. at 1426 (separating the ALJ from the agency avoids the appearance of bias); see North
Carolina Bar Association, Administrative Law and Procedure Task Force: Report to the Board
of Governors (Jan. 1989) (on file with the North Carolina Bar Association).

 See Julian Mann, III, OAH Official Record (June 15, 1995) (on file with the North

Carolina Bar Foundation) (explaining the importance of and the methods utilized by OAH in
preserving the hearings' record).




enact a central panel after extensive stud.y.?1 Also, preceded by
a lengthy study,® the State of New York's Legislature twice enacted
legislation creating a central panel.system only to have this
legislation vetoed by the Gow’rernor.33 Presently, the State of New
York has introduced legislation to reconsider, for the third time,
the wisdom of creating a central panel.** This year, the Illinois
legislature considered such a move; however, the implementing
le‘gislation was withdrawn late in the session but will be
reintroduced in the fall of 1995.%" Maine at one time established
an administrative court which was fully judicial (vs. quasi-
judicial) to hear administrative cas.es,36 but now this court is no
longer in existence. Since 1981, the Model State Administrative
Procedure Act has provided an alternative prototype for legislation

creating a central panel,® and for more than a decade, Senator

3t XocH, supra, note 17 § 6.4[5] (Supp. 1994), citing Hoberg, supra, note 19.

2 Hardwicke, suprd note 21, at 16-20. This article contains a thorough review of the New
York State's Bar Association Task Force Study which preceded (but did not recommend) the
New York State's legislation.

3 Id. at 20-21.
% S.2029-A, N.Y. Reg. Sess. (1995-96).

3% S.B. 1188, Ill. Reg. Sess. (1995-96) (per telephone interview with Judge Edward J.
Schoenbaum, President of the National Association of Administrative Law Judges, August 14,
1995).

36 See RICH & BRUCAR, supra note 21, at 10.

% The Uniform Commissioner's Model State Administrative Procedure Act (1981); see
Hoberg, supra note 21, at 89; see also N.A.A.L.J. NEWS, July 1995, at 4 (A committee of the
National -Association of Administrative Law Judges, chaired by President-Elect John W.
Hardwicke, in conjunction with a committee of the National Conference of Administrative Law
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Howell Heflin (D-Alabama) has sponsored congressional legislation .
which has in recent years won passage in the United States Senate,

attempting to implement a central pahel system on the federal

level.,®®

COMPARING ADMINISTRATIVE LITIGATION WITH CIVIL LI'fIGATION

Article 3 of North Carolina's Administrative Procedure Act
(P:PA) sets out the procedures governing administrative hearings and
confers upon the Office of Administrative Hearings the jurisdiction

to hear contested cases for most State agencies.®® 1In fact, North

Judges, chaired by Edwin L. Felter, Jr., Chief Administrative Law Judge (Colorado), is
circulating for comment a model state act to create an Office of Administrative Hearings).

%8 S. 486, 104th Cong., 1st Sess. (1995); S. 486, 103rd Cong., 1st Sess. (1993); S. 826, §
102nd Cong., 1st Sess. (1991); S. 1275, 98th Cong., 1st Sess. (1983); see also Edwin L. Felter,
Jr., The Hidden Executive Branch Judiciary: Colorado's Central Panel Experience — Lessons

Jor the Feds, 19 CoLo. LAw. 1307 (1990), reprinted in 14 J. OF NAT'L AssocC. oF A.L.J.s 95
(1994).

¥ Besides hearings, there are two other major divisions found in the Office of Administrative
Hearings. Article 2A of the APA provides for and authorizes the publication of the North
Carolina Register and the North Carolina Administrative Code by the Office of Administrative
Hearings. The public is notified of agency rulemaking through a subject matter notice published
in the North Carolina Register, followed 60 days later by publication of the proposed text. This
notice provides a means for interested parties to be present and debate the merits of a proposed
rule before adoption by the agency. After the formal adoption and review by the Rules Review
Commission and the Joint Legislative Administrative Procedure Oversight Committee (unless a
bill is enacted by the General Assembly specifically disapproving a proposed rule), the Rule is
filed for codification in the North Caroling Administrative Code. All the rules adopted by state
agencies are published in the North Carolina Administrative Code. Both the Register and the
Code are published by the Office of Administrative Hearings. (In 1994, Barclays Law Publisher
won the competitive bid for the printing, marketing, and distribution of the Code.)

The other major function of the Office of Administrative Hearings is found under the
provisions of Chapter 7A of the North Carolina General Statutes. The Office of Administrative
Hearings is designated as a 706 deferral agency of the U. S. Equal Employment Opportunity
Commission. Chapter 7A authorized the creation of the OAH Civil Rights Division. This
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Carolina's citizens are granted broad rights under the APA to

challenge a wide fange of bureaucratic actions.® North Carolina

Division investigates complaints of discrimination for alleged violations of the Civil Rights Act
of 1964, the Age Discrimination in Employment Act, and the Americans With Disabilities Act.

The complaining party must be a state or local government employee covered under North
Carolina's State Personnel Act (N.C. GEN. STAT. §126).

“ The ‘contested case provisions of the APA apply to every state agency except:

1.

0 N th

O

The Department of Human Resources and the Department of Environment, Health
and Natural Resources in complying with the procedural safeguards mandated by
Section 680 of Part H of Public Law 99-457 as amended (Education of the
Handicapped Act Amendments of 1986);

The North Carolina Low-Level Radioactive Waste Management Authority in
administering the provisions of G.S. 104G-9 through -11;

The North Carolina Hazardous Waste Management Comm1s51on in administering
the provisions of G.S. 130B-11, -13, and -14;

Hearings required pursuant to the Rehabilitation Act of 1973, (Public Law 93- -
122), as amended and federal regulations promulgated thereunder. G.S. 150B-
51(a) is considered a contested case hearing provision that does not apply to these
hearings;

The Department of Revenue;

The Department of Correction;

The Department of Transportation, except as provxded in G.S. 136-29;

The Occupational Safety and Health Review Board in all actions that do not
involve agricultural employers; and

The North Carolina Global TransPark Authority with respect to the acquisition,

construction, operation, or use, including fees or charges, of any portion of a
cargo airport complex.

N.C. GEN, STAT. §150B-1(e)(1-10) (Supp. 1994).

In addition, the following agencies are exempt entirely from G.S. 150B:

1.
2.

3.
4.
5

The North Carolina National Guard in exercising its court-martial jurisdiction;
The Department of Human Resources in exercising its authority over the Camp
Butner reservation granted in Article 6 of Chapter 122C of the General Statutes;
The Utilities Commission;

The Industrial Commission; and

The Employment Security Commission.

N.C. GEN. STAT. §150B-1(a) (Supp. 1994).
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is the only central panel system that is exclusively petition-
generated.! . Any person aggrieved may file a petition for a
contested case hearing.® |

Prior to September 1994, North Carolina's appellate decisions
restrictively interpreted OAH's jurisdiction. The North Carolina
Court of Appeals construed the APA to mean'that a citizen's right
to file a contested case petition originated by reference to an

i

organic statute outside of the APA.** This organic statute must

“t A contested case shall be commenced by filing a petition with the Office of Administrative
Hearings. . . N.C. GEN. STAT. § 150B-23(a) (Supp. 1994). However, Article 3A of Chapter
150B provides for concurrent jurisdiction in OAH for certain agencies, primarily professional
licensing boards. When exercising this concurrent jurisdiction, the agency requests that the ALJ
preside at the agency hearing and no petition is filed. See RICH & BRUCAR, supra note 21, at 41.
With the exception of social services cases in Colorado and public employee discharge and
discipline cases in Minnesota, citizens are not granted direct rights to file petitions in other
central panel states. (The trend nationally seems to permit more direct filings by petitioners in
the central panels, particularly those systems that hear workers' compensation cases).

"“Person aggrieved' means any person or group of persons of common interest directly
or mdlrectly affected substantially in his or its persom, property, or employment by an
administrative decision." N.C. GEN. STAT. § 150B-2(6) (1991).

“ Harding v. N.C. Dep't of Correction, 334 N.C. 414, 432 S.E.2d 298 (1993); Citizens for
Clean Industry v. Lofton, 109 N.C. App. 229, 427 S.E.2d 120 (1993); House of Raeford Farms,
Inc. v. N.C. Dep't of Env't, Health and Natural Resources, 112 N.C. App. 228, 435 S.E.2d 106
(1993), rev'd, 338 N.C. 262, 449 S.E.2d 453 (1994). The North Carolina Court of Appeals

relied on restrictive language in Batten v. N.C. Dep't. of Correction to support a narrow
construction of OAH's jurisdiction: _

The jurisdiction of the OAH over the appeals of state employee
grievances derives not from Chapter 150B, but from Chapter 126.
The administrative hearing provisions of Article 3, Chapter 150B,
do not establish the right of a person "aggrieved” by agency action
to OAH review of that action, but only describe the procedures for
such review.
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have specifically referenced the right to file a contested case
hearing before there waé subject matter jurisdiction in OAH to file

a petition. However, in September of 1994 a unanimous North

Carolina Supreme Court ruled in Empire Power Co. that any person
defined in the APA as a "person aggrieved" and who was not

otherwise specifically excluded by the organic statute, met the

jurisdictional requirements to file a contested case petition in

4

the Office of Administrative Hearings. Justice Whichard, writing

for the court:

Respondents misconstrue the relation of the
organic statute to the NCAPA. The NCAPA
confers procedural rights and imposes
procedural duties, including the right to
commence an administrative hearing to resolve
disputes between an agency and a person’
involving the person's rights, duties or
privileges. The organic statute may confer
procedural rights and impose procedural duties
in addition to those conferred and imposed by
the NCAPA, but more importantly, it defines
those rights, duties, or privileges,
abrogation of which provides the grounds for

an administrative hearing pursuant to the
NCAPA. : '

In addition to the prerequisites of subject matter

jurisdiction, the exhaustion of the mandatory settlement

Batten v. N.C. Dep't. of Correction, 326 N.C. 338, 342-43, 389 S.E.2d 35, 38 (1990).

“ Empire Power Co. v. N.C. Dep't of Eav't, Health and Natural Resources, 337 N.C. 569,
583, 447 S.E.2d 768, 776-77 (1994), reh'g denied, 338 N.C. 314, 451 S.E.2d 634 (1994). For
a general discussion of the implications of the Empire decision, see N. C. Supreme Court Clarifies
OAH Appeal Rights in Empire Power Co., ADMIN. LAw. (N.C. Bar Association's Admin. L.
Section), Feb. 1995, at 1.
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requirements found in G.S. 150B-22*" remains as a condition '
precedent to the filing of a contested case petition. When first .
enacted, this-statutory provision enunciated a new public policy in
North Carolina requiring the citizen and agency to exhaust inform.a'l
settlement negotiations prior to filing a contested case in OAH.

The General Assembly stated affirmatively in its new public policy
that administrative disputes should not lead to litigation without
.fj/.rst requiring the parties to seriously explore alternati\fes.
G.S. 150B-22 did not speak to a particular settlement procedure or
provide for a neutral mediator. Without the assistance of an ADR
facilitator, tob often, the agency and citizen were not able to

achieve a pre-contested case disposition.

Once the parties exhausted the settlement negotiations

requirements, another precondition to OAH jurisdiction arises under
G.S. 150B-23(f). The Petitioner must expeditiously file the
contested case petition in OAH within 60 days from the date the

agency notifies the Petitioner of the right to an administrative

It is the policy of this State that any dispute between an ageacy and
another person that involves the person's rights, duties, or
privileges, including licensing or the levy of a monetary penalty,
should be settled through informal procedures. In trying to reach
a settlement through informal procedures, the agency may not
conduct a proceeding at which sworn testimony is taken and
witnesses may be cross-examined. If the agency and the other
person do not agree to a resolution of the dispute through informal
procedures, either the agency or the person may commence an
administrative proceeding to determine the person's rights, duties,
or privileges, at which time the dispute becomes a "contested
case.”

N.C. GEN. STAT. § 150B-22 (1991).
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hearing.'* Petitioners who file outside this time limitation are
barred.?

The petitioner, in some fashion, must allege sufficient facts
in the petition to establish one or more of the grounds specified
in G.S. 150B-23 in order to state a claim for relief.*®* To assist
members of the public who are without legal representation,'the
Office of Administrative Hearings provides several pre-printed
séandardized forms (H-06, H-06A, H-06B, and H-06C) where the
Petitioner, normally the citizen'’, need only £ill in a few blanks,
check a few boxes, and name a state agency as the Respondent. The
useuof a form petition is not mandatory, and most attorneys create

their own pleading, alleging facts in enumerated paragraph much the

“ N.C. GEN. STAT. § 150B-23(f) (Supp. 1994); however, the following are statutes which
prescribes a shorter time period than 60 days:

G.S. 105A-7(b) - 30 days to file child support enforcement contested cases;
G.S. 126-38 - 30 days to file state personnel contested cases; ,
G.S. 110-94 - 30 days to file child day care facility contested cases; and

G.S. 113A-121.1(a) - 20 days to file Coastal Area Management Act contested
cases. _

B0

4 Lewis v. N.C. Dep't of Human Resources, 92 N.C. App. 737, 739, 375 S.E.2d 712, 714

(1989); Gummels v. N.C. Dep't of Human Resources, 98 N.C. App. 675, 392 S.E.2d 113
(1990). 4 ‘ ‘ .

“8 The Petitioner must allege that the agency: "[S]ubstantially prejudiced the petitioner's
rights and that the agency: 1) Exceeded its authority or jurisdiction; 2) Acted erroneously; 3)
Failed to use proper procedure; 4) Acted arbitrarily or capriciously; or 5) Failed to act as
required by law or rule." N.C. GEN. STAT. § 150B-23(a) (Supp. 1994).

 However, a "party” is defined as either the citizen or agency: "[Alny person or agency
named or admitted as a party or properly seeking as of right to be admitted as a party and
includes the agency as appropriate.” N.C. GEN. STAT. § 150B-2(5) (1991) (emphasis added). .
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same as with a civil  complaint ’filed in a court systems undef the
Rules of Civil Procedure.*

After completing the petition, tﬁé Petitioner must next file
the petition with the Hearings' Clerk 1in the , Office of
Administrative Hearings.® The Hearings' Clerk clocks in the
petition with the date and time of receipt printed on the face of
th/e iietition. The Clerk also assigns a contested case number and
agency designation® for each petition. Thé petition is the initial
pleading contained in the contested case file. As the litigation
progresses, the parties file other pleadings, all marked with the
apbropriate number and designation in the contested c'ase file.

After the hearing, the recommended decision is usually the final

%0 "The Administrative Procedure Act does not require the particularity of the pleadings of
an indictment or a statement of the elements of a cause of action, as required at law or in equity,
unless the proceedings are mandatory or penal in nature.” N.C. Dep't. of Correction v. Hill,
313 N.C. 481, 484-85, 329 S.E.2d 377, 379 (1985); see also DAVIS, supra note 2, § 8.02 at 196
("The most important -characteristic of pleadings in the administrative process is their
unimportance. ").

5t Due to the shortness of the time limitation, OAH permits the filing of petitions and other
pleadings by facsimile (fax)‘transmission during regular business hours. N.C. ADMIN. CODE tit.
26, r. 03 .0101(4) (Feb. 1994).

52 The following are agencies and division against whom a large majority of petitions have
been filed since 1986: Alcohol Beverage Control Commission (ABC), Crime Control and Public
Safety (CPS), Child Support Enforcement Section of the Department of Human Resources (CSE),
Department of Human Resources (DHR), Department of Justice (DQOJ), Department of State
Treasurer.(DST), Department of Public Instruction (EDC), Department of Environment, Health,

and Natural Resources (EHR), and personnel cases reviewed by the State Personnel Commission
(OSP).
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pleading filed.?* Thereafter, the Clerk certifies the decision and
transfers the file to the agency making the final decisioﬁ,

The petitioner must serve the reépondent with a copy of the
petition in much the same manner as a plaintiff serves the
defendant in a civil action. Rule 4 of the North Carolina Rules of
Civil Procedure is the preﬁerred method for service in an adminis-
t{ative.action. However, N.C..General Statute § 150B-23(a), which
proscribes the service requirements under the APA, does not adopt
Rule 4 as the standafd for service but seems to perﬁit a less_
cumbersome method. "The party who files the Petition shall serve
a copy of the Petition on all other parties and, if the dispute
concerns a license, the person who holds a license." Though the
service requirements vary slightly, both the «civil and
administrative systems initiate litigation by service of process.

The foregoing description demonstrates that North Carolina's
Office of Administrative Hearings éssumes many'of the characterisf
tics of a county court system. With the filing and service of the
petition, administrative litigation is initiated in a manner
similar to the .civil system.  Litigants and their attorneys
regqularly file pleadings in the Clerk's Office of the Hearings
Division. Likewis§, the hearing follows at the conclusion of the

pleadings phase in the administrative process. Because of this

 The OAH Clerk's Office provides a central repository within State government for
information concerning each contested case. A completed file includes all pleadings, exhibits,
transcripts (or cassette recordings), as well as the recommended and final agency decisions. As
a result of the file created by OAH, the public and courts are able to track and review each step
in the OAH hearings' process.
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similarity, ORH generates statistical data which is comparable to

Athe data generated in a civil system. By having all of these
characteristics'in common with a.civii system, North Carolina is
capable of performing a statistical comparison of the relative
efficiency between administrative and civil litigation. But before
drawing these comparisdhé, certain other characteristics of
a@ministrative litigation must be addressed.

I Certain contested cases are more complex causes of action than
others.** BAmong these are: Challenges to environmental permits and
civil penalties, including claims to funds for leaking underground
storage tanks (EHﬁ); review of hospital certificates of need (CON) ;
child day care license revocation and penalties (DHR); awards of
competitive bids for state contracts (DOA); discharge of public
employees (0SP); and denial of services or entitlement to special
education services in public education (EDC).% Other contested
cases are less compléx cauées_ of action. Among these aré:
contests over the state's right to intercept taxpayer refunds to
enforce past due child support (CSE); Alcoholic Beverage Control

permit denial and penalties (RBC); and revocation of Women, Infant

 Mann, supra note 26} app. B. Appendix B contains an enumeration of the causes of action
which may be tried before the Office of Administrative Hearings.

%% The 1995 General Assembly transferred to OAH a cause of action previously heard by the
Federal District Court, i.e. determination of eligibility for special services in "Willie M.." cases
(troubled youths). 1995 N.C. Sess. Laws Ch. 249. In addition, the General Assembly created
a new administrative law cause of action pertaining to revocation of underwater easement leases
in public trust waters of the State. 1995 N.C. Sess. Laws Ch. 529. The City of Raleigh has

requested that OAH hear special use zoning cases to begin in the fall of 1995 after the adoption
of a city ordinance to specify the procedure.
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and Children (WIC) program certification for retail establishments
(DHR) . Although OAH treats most filings.similarly,.the more
complex contested cases are placed 6n a slightly slower DCM trackl
to hearing than are the less complex casés.’"ii

The similarities between OAH and a civil court systemlends
when venue is considered because Administrative Law Judges conduct
administrative hearings in all of North Carolina's one hundred
c&ﬁnties. N.C. General Statute § 150B-24 determines the venue for
contested cases. The priorities are: (1) the dounty of residence
of thé Petitionef; (2) the principal office of the State agency; or
(3) any other venue which the ALJ determines will promote the ends
of justice. As a consequence.of the one hundred county venue, ORH
is responsible for securihg a hearing room, a hearing assistant, =
security officer, and a presiding judge for each hearing outside of
Raleigh (as well as the other requirements necessary to conduct &
hearing in each and every county in North Carolina). But any

inconvenience caused to OARH under this system is a source of gre

m

benefit to the litigants who are not required to travel gre

\I

o

distances to the State's capitol in order to try their

% "D.C.M. is a system which provides for management based on individual case
characteristics." Simmons, supra note 11, at 1010. However, with the notable exceptions of
hospital certificate of need contested cases (complex) which must lead to a fairly rapid decision
(within 120 days of the filing of the petition), and the child support tax intercept contested cases
(less complex) which often are delayed to secure district court domestic records, generally, OAH

can establish tracks by case profile for purposes of D.C.M. without havmg to individually
examine each petition.
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administrativé grievances.?’ Although potentially OAH is

responsible for conducting hearings in all one hundred counties, .
litigants are routinely directed to regionally convenient cities
such as: Asheville (Buncombe County), Newton (Catawba County),
Charlotte (Mecklenburg County), High Point (Guilford County),
Raleigh (Wake County), Fayetteville (Cumberland County), Wilmington
(New Hanover County), New Bern (Craven County), Halifax (Halifax
Cc;unty) , and Elizabeth City (Pasquotank County). All ‘the
courtrooms in these regional cities (except Raleigh and Charlotte)
fall under the jurisdiction of the counties and the Administrative
Office of the Courts. The clerks of court and other administrative

officials have demonstrated unusual cooperation with OARH in

p}fbviding hearing space for administrative cases. Since OAH does

not lease or otherwise compensate the local governments for the use
of these facilities, often the . county will '"bump" the
administrative hearing at the last minute for a higher priority
local case. Nevertheless, the use of these facilities for
administrative hearings at no cost to OAH produces substantial

‘savings to the taxpayers. To foster these savings, OAH seeks the

7 The North Carolina General Assembly does not provide budgetary funding for reatal of
hearings' space for administrative hearings outside of Raleigh and Charlotte but, nevertheless,
establishes the preferred venue as the petitioner's county of residence. The 100 county venue
is a distinguishing feature of North Carolina's central panel system. Coordination of so many
venues greatly increases the case disposition time for administrative litigation in North Carolina.
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~goodwill and cooperation of local officials in order to continue

receiving this windfall to the State.%

TEE OLD AND NEW SYSTEMS

Since the inception of OAH in 1986, there have been two
different contested case s;heduling systems. The first system was
.created:. in 1986 and operated under a decentralized scheduling
sy’stem. The second system, based upon a calendar, was introduced
in 1891. The early method had the advantage of providing each
Administrative Law Judge with ultimate autonomy over the scheduling
of each contested case. The ALJs individually set cases for
hearing without reference to any calendar. This system worked well
until the jurisdictional caseload increased to the point that such
a random system could no longer efficiently accommodate the growing
number of cases.®® The solution was to either add additional

Administrative Law Judges®® to hear the cases or create a more

** By maintaining the hearing location in courthouses, the need for security is greatly
reduced. Also, courtrooms are by design a more efficient setting to conduct a hearing than are
other sites. Attorneys and witnesses are more comfortable in this setting, and most courtrooms
provide adequate space for court reporters and hearing assistants which lends itself to the creation
of a better record of the proceedings. Lastly, courtrooms provide a neutral setting to hear
contested cases. See also Hardwicke, supra note 21, at 43 (noting the importance of securing
neutral locations for hearings).

% Infra Table 2.1, at 42.

% "While study is indispensable for disclosing the exact additional judge power needed to
cure delay, it takes no ghost come from the grave to tell us that delay can be cured by adding
more judges.” HANS ZEISEL ET AL., DELAY IN THE COURT 8 (2nd ed. 1959); but see Mahoney,
supra note 14, at 53 (suggesting that there may not be a valid correlation between number of
judges and case disposition); see also CHURCH, supra note 12, at 80 (altering the relationship of
judges to caseload without the court's control over pace of litigation may cause a fall in
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efficient system. Thus, the second system was created to
accommodate the need for efficiency.

Under the decentralized system, within five days of the filing
of a petition, the Chief Administrative Law Judge® randomly
assigned each case to an Administrative Law Judge. The controlling
assignment criteria was "to insure that each judge maintained
approximately the same number of pending cases.® After. assignment
of/ the contested case, the Administrative Law Judge routinely .
issued an Order for Prehearing Statements.®® The parties had 30
days to complete and file this pleading. The Prehearing Statement
is analogous to a responsive pleading in a civil action that when

filed provides certain basic information about the case.® After

productivity); see also Thomas W. Church, Jr., Who Sets the Pace of Litigation in Urban Trial

Courts?, 65 JUDICATURE 76, 78 (1981) (Court delay may not respond to the addition of more
" judges).

~ ¢ Under the authority of N.C. GEN. STAT. § 7A-751 and N.C. GEN. STAT. § 150B-32, the
Chief Administrative Law Judge serves as the Director of OAH and makes all contested case
assignments in both the oid and new systems. See Russell L. Weaver, Managemen: of ALJ
Offices in Executive Departments and Agencies, 47 ADMIN. LAw Rev. 303, 334 (1995)
(concluding that it is preferable to bave a Chief ALJ in charge of ALJ offices). '

§2 The old system méy have unwittingly provided the ALJ with a disincentive to dispose of

the assigned caseload. As long as the ALJ maintained an inventory of cases, no new assignments
were made.

© N.C. ADMIN. CODE tit. 26, r. 03.0104 (Oct. 1991).

% An Order for Prehearing Statements requests the parties provide the following information:
1) The nature of the proceeding and the issues to be resolved; 2) A brief statement of the facts
and reasons supporting the party's position on each matter in dispute; 3) A list of proposed
witnesses with a brief description of his or her proposed testimony; 4) A description of what
discovery, if any, the party will seek to conduct prior to the contested case hearing and an
estimate of the time needed to complete discovery; 5) Venue considerations; 6) Estimation of
length of the hearing; 7) The name, address, and telephone number of the party's attorney, if
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the return of the Prehearing Statement within 30 days (or later if
the time is extended), the Administrative Law Judge typically
requested a telephone conference with the parties in order to
establish a date and location for the hearing. Each case was
individually scheduled in this manner, with little consideration |
directed towards collecting cases or créating a calendar.
Nor;nally, about thirty. to forty-five da:{zs elapsed between the
filing of the petition and the scheduling of this telephone
conference. The (one) calendaring clerk responsible for scheduling
the telephone conference often had difficulty making contact with
the parties or arranging a convenient time for all parties to be
available for the conference. If successful, it was not unusual
for the Clerk to have to deal with last minute cancellations
because of conflicts which took precedence over the telephone
conference. In this instance, the process was started again from
the beginning. This OAH clerk spent most of each day scheduling
conference calls for nine Administrative Law Judges. '
During the telephone scheduling conference, the ALJ inétructed
the parties to select a hearing date and location. If agreement
was }eaghed, the presiding ALJ confirmed the setting in =
scheduling order . subsequently mailed to the parties. The
scheduli'ng clerk's ‘.next responsibility was to locate a hearing site
in accordance with the scheduling order. The first priority was to

secure a ‘courtroom in a county courthouse, followed by a county

any; and, 8) Other special matters. Id.
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commissioners' room or as a last resort a conference room in a

lawyer's office.®® Sometimes, no hearing site could be found that ‘
conformed with the scheduling order, prompting a second telephone
scheduling conference. Nine Administrative Law Judges participated
in this system on apase-by-case basis, funnelling all requests for
schedgling through one scheduling clerk.

.North Carolina is a state spannihg over 500 miles in length
ar;d 200 miles in width. It encompasses 100 counties with 100
courthouses.® The Administrative Law Judge endeavored to set the
case for hearing in the wvenue of the Petitioner's home county.
Since there was no OAH calendar, the Administrative Law Judge, in
theory, could schedule a hearing in Murphy one day, followed the

next day by a hearing in Manteo over 500 miles away. Of course,

t_his seldom occurred, but a typical. week of hearings for an
Administrative Law. Judge required a diverse traveling schedule.
There was seldom more than one case scheduled in a single location.
Although the trial rate was fairly high in comparison to the number
of cases scheduled overall, the total disposition rate was low
merely because too few cases were set simultaneously for hearing.

Since only one case was scheduled at a time, continuaﬁces_

presented a dilemma for the Administrative Law Judge. A premium
O

8 Actually, hearings have been tried in many different locations. One Administrative Law
Judge tried a contested case to conclusion in a restaurant; however, this is a rare exception, as
good hearing sites are normally available in all of North Carolina’s 100 counties.

% See 2 ROBERT P. BURNS, 100 COURTHOUSES,. A REPORT ON NORTH CAROLINA JUDICIAL
FACILITIES (1978). This work provides a rich history of North Carolina's 100 courthouses, as
well as an excellent architectural analysis of each building.
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was placed upon the hearing of that one case as scheduled. If the.
judge granted the continuance, there was nothing remaining on a
calendar to try, and if the Administrative Law Judge denied the
continuance, one side might gain an unfair advantage. As a
consequence of the dilemma, most of the Administrative Law Judges
rigidly resisted granting any continuances. However, undér
hearinézs rule .0118 in title 26, chapter 3 of the N.C.
A&ministrative Code, continuances were allowed for good cause, and
when they were granted, the ALJ returned the case to the
calendaring clerk for rescheduling, i.e. estéblishing a telephone
conference with the ?arties; procuring agreement on a new trial

date and location; and issuing an amended scheduling order

confirming the new dates.

"NECESSITY IS TEE MOTHER OF INVENTION" ¢

Until the OAH caseload became unmanageable, the old system
worked well enough and provided the Administrative Law Judge wi£h
gieater autonomy in scheduling hearings. However, the public and
their elected representatives began to take notice of the lengthen-
ing administrative hearings{ process that prolonged resolution of
administrative lax‘cases. If ORH "drug its feet" in filing a
recommended decisiéh and then the agency took an additional year to

make the final decision, it c¢ould be two years before an

administrative case was reviewed by a judge of the Superior Court

67 Wycherley, Love in a Wood, Act I Sc. iii (1671)
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sitting in an appellate capacity.® Critics of the central panel
began to voice concerns about the overall delay in resolving
administrative law cases, particularly in light of the economic
value of some of the issues litigated.® The General Assembly all
but directed OAH to create greater efficiency measures in the
" hearings process in order to reduce delay. The General Assembly
élso amended the APA to require that the final agency decisionmaker
is;ue its (final) decision no later than 180 days from the receipt
of the OAH record.™ |

With the assistance of several of the Administrative Law

. Judges ‘and staff members, OARH created a calendaring system™

8 "Any person who is aggrieved by the final decision in a contested case, and who has
exhausted all administrative remedies made available to him by statute or agency rule, is entitled
to judicial review of the decision under this Article, . . ." N.C. GEN. STAT. § 150B-43 (1991).
See also N.C. GEN. STAT. § 150B-45 (1991) (designating where to file the petition for Superior

Court review) and N.C. GEN. STAT. § 150B-51 (1991) (setting out the standards for review in
Superior Court).

‘ % Some of these concerns were raised by the Legislative Study Commission at the time of
the General Assembly’s consideration of the continuation of Office of Administrative Hearings

in repealing the OAH sunset provision. See 1991 N.C. Sess. Laws Ch. 103; see infra text, at
41 and GPAC, infra note 111.

™ If the final decision is not issued within this time limitation, the recommended decision of
the Administrative Law Judge is considered as adopted by the agency as its final decision. N.C.

GEN. STAT. § 150B-44 (1991) This time period varies depending on whether the final decision
- maker is a board or commission.

™ This new master calendaring system captured many of the advantages of the civil
calendaring system utilized by the Federal Eastern District Court of North Carolina. Under the
Eastern District's system, the Judge travels to the regional courthouse in the locality where the
civil case was filed to conduct the trial. (This is not the same practice for the Eastern District's
criminal calendaring system.) SUSAN M. OLSON, CALENDARING PRACTICES OF THE EASTERN
DISTRICT OF NORTH CAROLINA 9 (1987). OAH utilizes a rotational assignment system as is the

case with the North Carolina Superior Court Judges who rotate every six months to a new
district.
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patterned after a docketing system which was already in place. The
Alcoholic Beverage Control (ABC) cases were traditionally set on a
calendar in regional cities every month. The regional cities were
within a short driving distance, although not always in the same
county, of the Petitioner's residence. Since the ALJ cadre rotated
to these regional cities for a specific week each month, why not
set all "contested cases in'thesé regional cities? The new system
wéﬁld be fairly simple to incorporate into the existing ABC system.

Under the new system, the Chief ALJ still assigns the case to
an Administrative Law Judge within five days of the date the
petition was filed.™ Unlike the old system, however, the presiding
ALJ immediately sends a Scheduling Order to the parties, setting a
tentative week for hearing between 120 and 150 days from the date
of the filing of the petition.”™ The location is determined by the
week of the ABC master calendar. It is no longer necessary to wait
for the return of a prehearihg statement or the scheduling of a
telephoné conference before calendaring a contested case. The
assumption is that most litigants will be available for the hearing

if informed of the hearing date four to five months in advance.™

72 See Weaver, supra note 61.

\‘\

™ *Oge of the most effective remedies to the cost of the litigation system is the establishment
of rigid trial dates. Trial dates have a galvanizing effect on attorneys and parties alike;
establishing the date promptly and firmly reduces the occasions for delay and gamesmanship. "
A Report from the President's Council on Competitiveness, Agenda for Civil Justice Reform in
America 19-20 (Aug. 1991).

4 "Note that this schedule [order setting pretrial conference, discovery deadline and hearing
date] was set by the court from the pleadings and other papers available quite soon after filing,
without benefit of any discussion with the attorneys." Steven Flanders, Case Managemens in
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The Chief Administrative Law Judge no longer randomly assigns
cases. Followinglthe ABC docketing system, venue is automatically
established in the district in which the Petitioner lives although
not always the 'same as the county of Petitioner's residence.
Nevertheless, this wvenue is, more often than not, within a short
distance of the Petitioners' residence. Consequently, many of the
advangéges bf the local county venue are preserved. Theré are
efght ABC districts encompassing five or more counties with a
regional city in the middle ‘of the district. All parties,
including the agency officials, travel to the regional city for
trial.

The Scheduling Order provides for flexibility as it only
tentatively sets the week of hearing and location. The initial
setting may be modified for good cause at the request of a party.
Early conflicts are resolved. Rarely do the Petitioners or
Réspondents request their local county venue, unless it is
necessary to accommodate a great number of witnesses or to
accommodate some other legitimate venue consideration. The

greatest advantage attributable to the new system is the multiple

setting of cases during a trial week in a regional city. As a

consequence, calendars are created in these central locations, and

l\‘

often ten to twenEy cases are set for trial during a particular

week.

Federal Courts: Some Comtroversies and Some Results, 4 JUST. SYS. J. 147, 151 (1978).
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The Scheduling Order also establishes discovery deadlines.
All discovery is to be completed within two weeks before the
hearing.”™ The hearing procedures governing administrative hearings
vary widely from state to state.” In North Carolina, both the
Rules of Evidence” and the Rules of Civil Procedure™ apply to the
contested case process. Not all states require as much procedural
formaliEy as North Carolina but one advantage of this formality is
tc; promote greater similarity between civil and administrative
litigation. Also, the rules governing evidence and procedure are
designed to make the process fair.’ However, these same procedures
also cause litigation to become more complex, particularly in

applying the rules of discovery.® For this reason, some

3 "The task force recommends that each track within the district's system should provide
time guidelines not only for trials but also for the completion of discovery.” THE BROOKINGS
INSTITUTION, supra note 9, at 19.

¢ Hoberg, supra note 21, at 78 (urisdiction and Structure of Central Panels).

7 See N.C. GEN. STAT. § 150B-29(a) (1991) ("Except as otherwise provided, the rules of
evidence as applied in the trial division of the General Court of Justice shall be followed, . . .");
see N.C. ADMIN. CoODE tit. 26, r. 03 .0121 (Nov. 1987).

7 See N.C. ADMIN. CODE tit. 26, r. 03.0101(1) (Feb. 1994) (This OAH rule applies the
Rules of Civil Procedure to contested cases).

™ Recent pronouncements by North Carolina's Supreme Court in construing the Rules of
Civil Procedure bolster this assertion. "Our recent decisions interpreting the Rules of Civil
Procedure have focused on substance rather than form." Hazelwood v. Bailey, 339 N.C. 578,
583, 453 S.E.2d 522, 524 (1995), citing Lemons v. Old Hickory Council, 322 N.C. 271, 275,
367 S.E.2d 655, 657 (1988).

% »parties in contested cases may engage in discovery pursuant to the provisions of the Rules
of Civil Procedure, G.S. 1A-1." N.C. GEN. STAT. § 150B-28(a) (1991); see also N.C. GEN.
STAT. § 150B-33(b)(3)(4) (1991) (delineating ALJ authority to rule on objections to discovery
and to regulate the course of discovery); N.C. GEN. STAT. § 150B-33(b)(10) (1991) (imposing
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administrative tribunals do not ‘provide .for or greatly limit
discovery. Some commentators believe that the abuses in discovery
may outweigh the advantages.® Naturally, in the tribunals where
discovery is not permitted, hearings proceed (or should proceed)
along a faster track. However, in North Carolina most hearings are
delayed at least 90 days® to give the parties an opportunity to
engag; in discovery.®® The Office of Administrative Hearings does
not have subject matter Jjurisdiction over many high #olume
administrative cases (e.g., motor vehicle drivers license
revocétion). Most OAH administrative litigaﬁion is either complex
or highly coﬁplex. For complex administrative litigation, time for
discovery must be built into the scheduling order. Not all lawyers
engaging in administrative litigation will avail themselves of this
much time for discovery. At the time of the filing of the
contested case pefition, it is difficult to predict which cases
will require extensive discovery. By setting a discovery deadline

for all cases (except CSE, EDC, and ABC cases), parties will know

sanctions for non-compliance).

" Chief Justice Joseph R. Quinn, The Bottom Line, Final Responsibility For Reducing Trial
Delay Rests Squarely With The Courts, ST. CT. J., 1985 (No. 4), at 8.

8 :
%2 See Steven Flanders, Case Management in Federal Courts, 4 JUSTICE SYS. J. 147, 155
(1978) ("Stringent discovery controls do not generally limit completion of needed discovery.").

® In spite of the application of formal discovery methods to administrative hearings, several
informal methods are required by statute and rule. See N.C. GEN. STAT. § 150B-28(b) (1991)
("On a request for identifiable agency records, with respect to material facts involved in a
contested case . . . an agency shall promptly make the records available to a party."); see also

N.C. ApMIN. CODE tit. 26, r. 03.0112(a) (Feb. 1994) (reciting the parties' obligation to exhaust
informal discovery).
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within five days of the .filing of the petition not only what the
discovery deadlines are, but that the discovery process must begin
immediately. This technique avoids, too, the need for telephone
conferencing to determine discovery deadlines. It is true that
significant reductions in delay can be realized by eliminating or
greatly reducing discovery; however, the elimination of discovery
flie's in"the face of the modern day approach tp complex litigation,
whether that comple# litigation is in a civil couftroofn or an
adzﬁinistrative tribunal. Furthermore, discovery will not be
utilized in all conte'stted cases because of the expense involved.
If the economic wvalue of the litigation is small, likely the
parties will forego the additional discovery costs of the litiga-
tion and proceed to a determination of the case at hearing. Most
of North Carolina's minor civil litigation is governed by the Rules
-of Civil Procedure.’ Little delay is caused by applying the civil
rules governing discovery to even simple litigation because the

economic value will not justify costly discovery measures. The

same is true in administrative litigation.
Mediation in administrative litigation was first established

in North Carolina with the enactment of G.S. 150B-23.1 in 1993.%*

ot
B

¥ See N.C. GEN. STAT. § 1A-1, Rule 1 (1990) (making Rules of Civil Procedure applicable
to all proceedings of a civil nature); see also N.C. GEN. STAT. § 7A-220 (1989) (including de
novo appeals of small claims to District Court).

¥ 1993 N.C. Sess. Laws, Ch. 363. 1995 N.C. Sess. Laws, Ch. 145 removed the sunset
contained in the original act. The implementing rules were adopted by OAH on February 1,
1994, and are contained in § 200 of Chapter 3 of Title 26 of the N.C. Administrative Code.
N.C. ApDMIN. CODE tit. 26, r. 03.0201- .0208 (Feb. 1994).
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It furthered the existing public policy favoring settlements
between citizens and State agencies found in G.S. 150B~22. Not all
contested cases are automatically referenced to mediation, but if
the Chief Administrative Law Judge deems the case appropriate,® an
Order for Mediated Settlement Conference is issued within five dayé
of the filing of the Petition. The parties are notified that they
are ré&uired to sele;t a mediator by agreement and if they fail to
adree, the presiding ALJ will make the selection for them. The
time for completion of mediation is also scheduled in the initial
order. The entire mediétion. process 1s modeled after North
Carolina's program for civil mediation.® Mediation is not the only
alternative dispute settlement technique available to the parties.
InTcertain cases, a settlement conference may be held in lieu of
mediation.® One major difference between the two methods is that
a settlement judge presides at the settlement conference instead of
a certified mediator. All of North Carolina's'ALJs have training
in. mediation. They utilize these skills at the settlement
coﬁference and, in addition, bring to the table their years of

experience in presiding over similar cases. The settlement judge

% Generally, the more complex contested cases heard in OAH are selected for mediation.
See supra text, at 18. .-

¥ Due to the penal nature of many of the administrative actions which result in contested
cases, administrative litigation may actually be a hybrid of criminal and civil law, e.g., a
substantial environmental penalty is analogous to a criminal fine or forfeiture. Criminal sanctions
are probably more difficult to mediate than are tort cases where the relief is purely monetary.

8 N.C. ADMIN. CODE tit. 26, r. 03.0107(b) (Feb. 1994) ("A settlement conference shall be

held at the request of any party, the [presiding] administrative law judge, or the Chief
Administrative Law Judge.").
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is never the presiding judge.® As a consequence, no incompetent
or prejudicial statements are heard by the judge who will try the
case. ADR techniques are not emplgyed in every instance. Only
contested cases involving subétantial rights or having significant
econdmic value are referred for ADR.” Cases initially selected for
mediation will normally ektend the scheduling of a hearing date
and, as a cohseguende/ will lead to a slightly wvaried
differentiated case management track for these cases.® |
 In summary, within five déys of filing the petitioh, the
presiding Administrative Law Judge issues a scheduling order
setting forth the followihg information: (1) the week of hearing;
(2) the hearing sité; (3) the identification of the presiding ALJ;
(4) a discovery deadline; and (5)' (if selected), an order referring
the case to mediation or settlement conference with deadlines for

completing ADR.* Once this scheduling order is served, the parties

% "Tudges ordinarily should not adjudicate disputes which they have attempted to settle or
about which they have received information on the merits through a non-adversarial route.”
Barry R. Schaller, Managerial Judging: A Principled Approach to Complex Cases in State
Court, 68 CONN. Bar J. 77, 83 (1994).

% The early statistical data collected by OAH regarding the mediation settlement conferences
indicates that 37% of these complex contested cases referred to mediation between February,
1994 and July, 1995 settled prior to, during, or after the mediated settlement conference
(Statistics are not available:to measure the effectiveness of ALJ settlement conferences).

% "The design of management tracks includes specific processes, procedures, time frames,
management tools, and alternative dispute resolution techniques situated to the needs of the

category of cases in general and tailored to the needs of individual cases.” Simmons, supra note
11, at 1011. :

%2 GOERDT, supra note 4, at 67 ("One of the constant themes in this case management
literature is the call for early and continuous control by the court over the scheduling of case
events."). "Early and continuous court intervention in scheduling case events . . . has been
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and their attorneys know the time constraints of litigation, and
they must begin to make arrangements to comply with deadlines.
Only rarely will there be scheduling conflicts because everyone

involved in the administrative litigation has at least four to five

months advanced notice of deadlines. The parties know they must

either settle their li‘tigatidn or be prepared to go forward with

the trial at the appointed time, notwithstanding protests by some
aﬁtorneys.93 Actually, only fifteen to twenty percent.of<the cases
calendared for heariné will be tried.” The overbooking of a trial
week is a common experience in'triai courts and is similar to
overbooking of airline flights. Seldom will there by too many
cases for the Administrative Law Judge to try during the week
calendared for hearings. Setting more cases on a calendar than can
apparently be tried recognizes that a certain number of cases will
- settle at the "courthouse steps."®

Although the new system is less than perfect, it is much more

efficient than the previous decentralized system. Due to North

espoused as effective devices for reducing delay in civil litigation.” Id. at 47.

% See Church, supra note 60, at 85 ("[M]ore court control over the pretrial period may force
counsel to trial or disposition faster than they believe to be appropriate, but such actions by the
court will generate a predictable and (if experience is any guide) intense outcry from practitioners
who believe the accelerated pace is improper.").

% Lisa Driscoll, Innovarions Speed Civil Case Flow in First District, BAR BULLETIN, STATE
BAR OF N.M., Feb. 11, 1993, at 1,4,

% "Qur system acknowledges that cases will be settled on the courthouse steps.” Id. at 4.
See also infra Table 3.1, at 43.
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Carolina's one hundred county venue, problems still remain with
continuance.s and motions practice before OAH.

Prehearing motions in the nature of Rule 41(b) " (Involuntary
Dismissals) and Rule 56 (Summary Judgment) may be heard upon'
written motion without oral argument.®* If oral argument is deemed
necessary, most Administrative Law Judges set a prehearing
telephone conference to hear the motion.” 1In other more complex
céseé, the Administrative Law Jnge may actually set a special
hearing for oral argument on the motion, particularly' if the case
is scheduled in a regional city. This normally means that the ALJ
must make special calendaring arrangements with the parties in
order to hear dispositive motions on the record.

Under the new system, Title 26, rule 3.0118 of the N.C.
Administrative Code .still governs conﬁinuances. Continuances are
granted only upon proof of speéific grounds: (1) death or illness
of a party or attorney; (2) a court order; (3) lack of statutory
notice of hearing; (4) substitution of legal counsel; (5) any other

good causes defined in the Rule.?

% N.C. ADMIN. CODE tit. 26, r. 03.0115(b) MNov. 1987).
M.

% "The objectives of setting early, firm trial dates can be easily defeated if attorneys are
freely permitted to obtain continuances. Thus the task force recommends that each plan include
a stringent 'good cause' justification for delaying trials and discovery deadlines.” THE
BROOKINGS INSTITUTION, supra note 9, at 21.
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Firm trial dates settle cases.®® Attorneys who know that a
continuance is an option concentrate less on the business of.
settlement. Title 26, rule 03.0118 in the N.C. Administrative Code
is rather specific in its terms about the standards for
conti:ﬁuances. The administrative law judges who strictly follow
the grounds for continuances ultimately enhance settlement
possi'iailities by resisting the motion for continuance. Once an ALJ
eérns a reputétion for denying such motions, attorneys know what to
expect, and they must make arrangements to either try or settle
their contested cases. After all, the lawyers have been informed
at least four to five months in advance of the date of trial as
well as the deadlines of other significant case events. If these

deadlines cannot be met, attorneys must move  for a continuance.!®

Under a new ORH policy,!®" when continuances are granted'® for

% The trial should commence on the first date scheduled. Unpredictable trial dates
breed last minute continuances and settlements. When the court creates pervasive
doubt about the firmness of trial dates, counsel tend to defer trial preparation and
then seek a continuance when pressed for trial. With sufficient notice of a trial
date and the beginning of the trial on the first day set, counsel learn that the court

means business, resulting in earlier settlements or pleas without an increase in the
trial rate.

AMERICAN BAR ASSOCIATION, supra note 5, at 10-11.

1% Unavailability of witnesses is a common reason for requesting a continuance. Some ALJs
will now start the hearing without the witness and require the taking of the testimony of the

absent witness by deposition or continue the hearing after the completion of all the other evidence
and take the absent witness's testimony at a later date.

101 »Egsential elements which the trial court should use to mange its cases are: (G) A firm,

consistent policy for minimizing continuances.”" AMERICAN BAR ASSOCIATION, supra note 5,
at 7.
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meritorious reasons, the parties, whenever possible, must consent
to the following: specify the exact reason for the continuance;
indicate how a postponement will ‘cure the need for the continuance;
and otherwise announce the cases ready for hearing at the time of
the future trial date. This new policy will eliminate objections
to the next trial date by anticipating potential grounds for delay.
- Resisting unwarranted continuances is one of the court's best tools
té resolve contested cases.!®

Statistical data is necessary‘ in order to evaluate the
effectiveness of any delay reduction program.!® Computer~generated
statistical data for contested cases has always béen available in
the Office of Administrative Hearingé. The computer software was
specifically designed for this purpose in 1986. This software
enables the Clerk's office personnel to track and retrieve

statistical information based on certain queries.!®

12 "We do not propose an excessively rigid continuance policy or mindless enforcement of
arbitrary rules. Rather, a court should create the expecrarion that a case will be tried on the first

scheduled trial date unless there are compelling reasons for a postponement. . ." CHURCH, supra
note 12, at 69. -

1% "Court readiness to try civil cases may well be the most effective settlement-inducing
device. The assertion that only the reality of imminent trial produces fast and sure settlements
was made by judges and attorneys in every court visited.” Id. at 76.

104 *Computerized case tracking is essential to trial delay reduction and early case
resolution.” Goodman, supra note 8, at 256.

185 The IBM System 36 (and specially designed software) used by the Hearings Division,
once state-of-the-art, is now clearly surpassed by new technology. A comprehensive study
suggests the development of a new software program with integration of the new calendaring
system into the Hearings Program with connection to a LAN (Local Area Network) as the
System 36 is phased out. See State Information Processing Services (SIPS), Office of
Administrative Hearings Needs Analysis, Tab 1 (March 30, 1995) (on file with OAH). Cost of
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STATISTICAL REVIEW

Statistical data has been compiled and profiled into various
tables which are depicted on' the following pages. The primary
function of the tables is to illustrate trends by compéring
statistical data between the o0ld and new calendaring systems. The
important comparison years are 1989-1990, which were the last years
under Ehe old system; and 1993—1994, which are the years for which
stﬁtistical data is available under the new system.‘ It islbeyond
the scope of this paper to compute statistical correlations in
order to establish relationships between independent and dependent
variables. However, there are certain broad conclusions which may
be drawn from the trends established by the data. An explanation
of‘these conclusions will follow. |

Table 1.1 and Tables 1.2(a) and (b) address OAH time

dispositions in administrative law contested cases as compared to

the ABA Time Standards.

the implementation of the computer study at OAH approaches $280,000. Legislative funding for
this project was deferred to the 1996 Session of the General Assembly.

38
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The ABA Time Standards are generally recognized as the benchmark
for case disposition in civil courts.!® Section 2.52 of the ABA

Time Standards relating to trials in civil courts is in part quoted

below:

(A) General civil - 90% of all civil cases should be settled,
tried or otherwise concluded within twelve months of the date
of case filing;

(B) 98% within 18 months of such filing; and
~ (C) the remainder within 24 months of such filing, except

for individual cases, in which the court determines

exceptional circumstances exist and for which a

continuing review should occur.?” . '

Tables 1.1 and 1.2(a) and (b) indicate that the Office of
Administrative Heafings is in substantial compliance with the ABA
Time Standards for civil case dispositions.

One feature that distinguishes administrative litigation from
civil litigation is that in a civil bench trial, the presiding
judge renders a conclusive decision subject only to réview by an
appellate court by a party who claims error. The percentage of

appeals in comparison to trials is relatively small. In most

1 At the aggregate or court level, however, the ABA disposition time standards
provide a useful and widely accepted tool with which to determine the degree to
which courts are concluding civil cases within a reasonable time period. In this
study, the incidence of delay in civil litigation in a court is inferred from its
performance in relation to the ABA disposition time standards. It is assumed that
courts with a higher, percentage of cases that exceed the ABA standards probably

have more delayed cases than courts that perform better compared to the ABA
standards.

GOERDT, supra note 4, at 36.

17 AMERICAN BAR ASSOCIATION, supra note 5, at 11. In addition to the civil court
dispositions, the ABA Time Standards also set guidelines for case dispositions in other types of
litigation: Summary Civil, Domestic Relations, Felony, Misdemeanor, Persons in Pretrial
Custody, and Juvenile proceedings.
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central panel administrative tribunals, however, the administrative
law judge renders a recommended decision which in every case must
be reviewed by the administrative agency making the final
decision.'® The initial appeal lies with the Superior Coﬁrt (North
Carolina's highest level trial court) which serve as the first tier
of appeilate review,!®® and may, thereafter, be appealed as in any
other civil case. Thesé tables do not account for the time between
the filing of the petition and the date of the final decision;“°
but Tgble 1.1 does confirm a major OARH goal, i.e., the average
disposition of all cases in a range of six to seven months. As
Table 1.1 indicates, the case disposifion time has increased
slightly since 1992, but again, the case filings have substantially
increased with the addition of 400 more cases in 1994 than in 1988.

The Governmental Performance Audit Committee, in reviewing the
Office of Administrative Hearings in 1993, noted that there was an

-inherent delay to the citizen in this process.!!! Nevertheless, the

198 1t is beyond the scope of this article to discuss the policy implications of the friction
between the recommended and final decision maker. See generally Hardwicke, supra note 21,
49-53, ciring George R. Coan, Operational Aspects of a Central Hearing Examiners Pool:
California’s Experience, 3 U. FLA. L. REV. 86, 89 (1975). For a statistical summary of agency
agreement with the recommended decision, see Mann, supra note 27, app. C (subsequently
updated through 1995).

l\‘

1% See supra note 68.
19 See supra note 70.

11 A comprehensive performance audit was undertaken for each state agency in North
Carolina by the General Assembly in 1992 which included the Office of Administrative Hearings.
Government Performance Audit Committee [GPAC], Our State, Our Future, Pathways:
Summary of Findings and Recommendations of the North Carolina Government Performance
Audit Committee 102 (Dec. 1992) (on file with the North Carolina General Assembly).
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Office of Administrative Héarings, for its part, is consistently én
the mark with the ABA Time Standards for civil trials. Actually,
the new calendaring system at OAH may have initially lengthened the
case disposition ﬁime slightly because the hearing date is set at
least 120 days from the date of the filing of the petition in order
to accoﬁmodate time for discovery. This deiay was not
automaEidally factored into the oid s?stem. However, the new
sjétem hés allowed OAH to dispose.of the increased case filings

with the same number of ALJs with only a slight increase in the

case disposition time.

CONTESTED CASE PETITIONS
FILED

(w1929 @M1960 W1001 W1992 C31003 TI1004)

Hhanbaer of Petiions

Table 2.1
o

Table 2.1 indicates the number of contested case petitions
filed. ©North Carolina is not a high volume state in terms of the

number of administrative filings; it is better known as a mid-size
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state, albeit on the lower end.!*? Table 2.1 not only clearly shows
the 400 petition increase since 1989, but it also illustrates the
upward trend in filings over the years, particularly the sizeable
jump between 1991 and 1992. Again, case filings have significantly |
increased but the number of administrative law judges has not
changéd since the creation of the Office in 1986. The same number
of judgéé hear and decide the increased case volume which avérages

50 cases per judge per year.

CONTESTED CASE PETITIONS
WITHDRAWN OR SETTLED

(tose mE1000 EN1001 m1002 CI1983 (J1904)

e
e
e
e

Numbaer of Petilons
BEEREEEEEEE N

Table 3.1

Table 3.1 demonstrates the -apparent success of the new
calendaring system at OAH. Recall tﬁat the old system, at least zs
it pertained to w?ﬁ:hdrawals and settlements, required individuzal
case settings with very few cases being calendared at the same

time. The new system schedules cases in a particular region on a

12 Hoberg, supra note 21, at 87 n.93.
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calendar numbering from ten to fifteen cases per setting. Table
3.1 indicates there was a 47% to 55% incfease in the number of
cases withdrawn or settled in 1993 and 1994 over the number that
was withdrawn or settled in 1989. The table also illustrates that
the number of cases withdrawn or settled has increased steadily for
every year, except for 1991. | | |

Settigg a firm trial daté at the time that the Petition ié
ffied requires lawyers to settle the case prior to hearing or be
prepared to try the case as scheduled.!? The Jjudicial
administration literaﬁure stresses and réiterates the necessity of
early and firm setting of trial dates.! The OAH data supports
the conclusion thaﬁ cases will settle or be dismissed or withdrawn
when parties are confronted with a firm trial date. It also serves
to provide a method for quiék.téfmination of the weak case or one
that is meritless. The admihiéffative'law judges take charge of
their own caiendars after'tﬁélihitial setting. Thomas Church
suggests that in a system where judges take responsibility for the
disposition of cases, this results in a more effective calendaring
system.'® In the OARH system, the presiding judge takes a personal

interest and responsibility for managing .the calendar. The

A

3 "When judges efficiently manage their cases, they assist the parties in resolving their

disputes. Hands-on management policies have resulted in increasing settlements within nine
months of filing to nearly 85% in some courts.” A Report from the President’'s Council on
Competitiveness, Agenda for Civil Justice Reform in America, supra note 73, at 18.

14 CHURCH, supra note 12, at 68-69.

1S 1d. at 73.




Administrative Law Judges are reviewed each year on their total

case dispositions and number of decisions written.!!®* If cases are

not moving through the system, the ALJ realizes that their case
disposition rate will suffer. The ALJs are competitive by nature

and each one strives to do the best job possible.!’

CONTESTED CASE PETITIONS
; PENDING AS OF 12/31

(1989 W1990 1991 WM1992 £I1963 31994)

Humber ol Petitions

Table 4.1

Table 4.1 indicates that there is an increasing backlog of
cases each year at OAH. The backlog per judge is normally an
indicator of the pace at which a court system disposes of cases.!!®

The pending cases at OAH have increased at a 30% rate between 1989

Sy o

116 "The two summary statistics commonly used to assess individual judge's performance in
the individual calendar courts are the number of terminations in a given period attributable to a
judge and the number of pending cases in the judge's inventory.” Id.

117 Id.

12 »Size of the pending caseload per judge emerges as the strongest correlate of the pace of
civil case litigation in these urban trial courts." GOERDT, supra note 4, at 54.
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and 1994, but the ratio of pending cases to the total ﬁumber of
cases closed has remained relatixfely constant, and for each year
the case dispositions have exceeded those pending at the end of the
year. A ratio of one-to-one is considered by most experts as an
indication of efficiency. Again, the total contested case filings'
have increased and the total backlog has also increased; however,
the number of ALJs has remained'.constant.119 Also, the ABA Time
Stémdards have remained relatively constant despite the increased -
case filings.!?® fThus, _the".pace ‘of administrative litigation has

not been significantly affected by pending cases per judge. The

. Office of Administrative Hearirigs will monitor the pending backlog

of cases under the -new continuance policy implemented in 1995 to
see if the new polilcy reduces the rate of increase in the backlog.
Under this new (but still restrictive) policy, the Administrative
Law Judge will not retain control over the cases continued but will.
set a coritinued case onto the calendar of the next Administrative

Law Judge who will appear in that same region the following month.

119 ] ack of resources, especially an insufficient number of judges to handle increased
workloads, may be one reason courts develop large pending caseloads per judge.” Id. at 67.

120 It is noteworthy, however, that the number of filings and

dispositions per FTE judge does not display a significant
correlation with case processing times or court performance
compared to the ABA standards. Moreover, there is little, if any,
association between filings or disposition per judge and pending
cases per judge. These findings suggest indirectly that factors
other than judicial resources may be important in explaining the
buildup of pending cases per judge and the pace of litigation.

Id.
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Perhaps, this new policy of "rolling” cases will reduce the volume
of pending cases by moving the case forward onto the next calendar
as opposed to individually resetting a continued case.

The Office of Administrative Hearings has designated one of
its employees as its Trial Court Administrator. Previously, the
Clerk's Office, in cbordination with the Hearihgs Division, was
respogé&ble for maintaining docket control. Now, with the addition
of' this newvjposition, the Trial Court Administfato: will be
reéponsible for monitoring the progfess of every case fiied in the
Office of Administrative Hearings until conclﬁéioﬁ. If én
Administrative Law Judge continues a case or if alcase is not
reached by the Administrative Law Judge, no longer will this Judge
retain.this case. It will be referred to the Trial Court Adminis-
trator and reset upon another calendar or docket. Many of ‘the
Judges in the Office of Administrative Heariﬁgs téke pride in
disposing of all cases assigned and are serious about resisting
continuances. What may be lost in the new system, through the loés
of "ownership" of each case, is that the Administrative.Law Judge
may not scrutinize the grounds for aAéontinuance or take the same
pride in the reduction of pending cases if the ALJ continues the
case to the nextvgalendar. AWhat is expected to offset this
phenomenon will be Ehe contrasting efficiency gained by placing the
continued case back on a calendar as opposed to returning it to an
individualized scheduling system. Also, the Trial - Court

Administrator will oversee the calendar of each ALJ in order to
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assure that cases are not being needlessly prolonged through
continuances.

In order to reduce the existing'case backlog, it may be
necessary to place all pending cases that have not been calendared

on a "clean up" calendar in 1996. Some of the pending cases have

been stayed pending disposition of a companion case or an appeal.

Névertheless, a clean up calendar constructed by the Trial Court
Adéinistrator may be one method employed to reduce the backlog.
Oﬁe ALJ has already voiunteered'for this assignment.  The adding of
additibnal ALJs, although attractive, is not necessary At this
. point.!?* The éfficiencies gained in the new calendaring proéess
sinée 199i as yet have not been fully realized. Until such time as
_.the office is operating under maximum efficiency, there will be no

need to add additional Administrative Law Judges.

CONTESTED CASE PETITIONS
CLOSED BY DECISION

(w1900 ®i000 1961 W1007 D 1994 )

Table 5.1

121 See ZEISEL ET AL., supra note 60.
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Table 5.1 shows the number of contested cases closed by
decision. This trend clearly indicates that there are more cases
reaching decision under.the new system'thén there were under the
old system. The ALJs have been able to manage the additional case
load under the new scheduling system and continually are gaining
efficienéy ‘Foréunately, the ALJs are closing contested cases in
hlgher numbers than in 1989 since the contested case petltlons
flled have also substantially increased. Again, the apparent
increase in productivity has come in part because the number” of
cases available for hearing has increased because of multi-case
. settings. Under the new system, if between ten and fifteen cases
are set for hearing during the same week, only two or'three of
these cases may actually be tried to conclusion. Under the old
system, only one case was scheduled at a2 time and, therefore, the
set of cases that could result in a disposition was gfeatly
reduced.!®

The greatest efficiency gained under the new system is tﬁe

.immediate scheduling of all cases on calendars within five days of

1z 1t might be noted here that not only has the number of decisions written dramatically
increased since 1989, but the quality of the decision writing has also markedly improved. Under
the North Carolina system,. the Administrative Law Judge is responsible for writing the
recommended decision. In the trial courts, often the civil ]udges bave the judgment prepared for
them by the attorneys who prevail in the case. However, in the Office of Administrative
Hearings system, although many of the attorneys assist in the preparation of these orders, the
ultimate writing of the decision in most cases rests with presiding Administrative Law Judge.
Over this same period of time, the judges have improved their skills in legal writing. Selected
ALJ decisions are published in the North Carolina Register and are reported in North Carolina
Lawyers Weekly (newspaper). Beginning in September of 1995, all of the Administrative Law
Judges' decisions (and projected for 1996 the final agency decisions) will be published by
Barclays Law Publishers and will be available by subscription.
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the date that the petition is filed. This one addition is the most
prominent of all of the new system's characteristics. The firm and
certain trial date estabiished in the initial scheduling order is
the single most effective means of ending administrative
litigation.' Notwithstanding that the Office of Administrative
Heatiﬁgs refers cases for prehea:ing settlement conferences and
mediation) and that these ADR téchhiqﬁes may well influence the
'séﬁtlemeﬁt rate, nevertheless, the'sinéle sztveffective means of‘

bringing conclusion to litigation is the firm and certain trial

12 Providing firm trial dates has several important benefits for the courts and public.
Firm trial dates provide certainty to litigants and their attorneys. Greater certainty
that a case will go to trial probably increases the likelihood of early settlements
in civil cases and early pleas in criminal cases. Equally as important, firm trial
‘dates reduce the number of times litigants and witnesses must go to court, thus
reducing the overall cost of litigation for the public and improving the public's
perception of the efficiency and effectiveness of the judicial system.

GOERDT, supra note 4, at 67; see also E. Donald Elliott, Managerial Judging and the Evolution
of Procedure, 53 U. CHI. L. REV. 306, 313 (1986) ("Perhaps the most important single element
of effective managerial judging is to set a firm trial date.").
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date.!? Many court systems that have experimented with delay
reduction find that this is also true.!?

Most scheduling systems do not calendar a case uritil after the
initial responsive pleading is filed, and often the seﬁtiﬁg is
accompllshed in a scheduling or prehearing conference If there is
one conclusmn that may be drawn from thls study of adimnlstratlve
'lltlgatlon ln North Carolma, it is that the earller the hear:.ng
_date is establ:.shed the earlier the dlsposz.tlon The calendaring
of a case should not wait until thirty or szxty‘days _efter the caee
is filed. Tﬂe administrative scheme in Nofth Cerolina requires the
filing of a Prehearing Statement by a_ll par"cies within thirty days
after the cohtested case petition is filed. Z;.gain, the Prehearing
Statement is analogous to an answer or other responsive pleading in

a civil trial. No gain is made by waiting for the filing of this

124 As discussed above, the data produced by our interviews and by other studies
indicate that fixing early and firm dates for the completion of trial preparation and
for the trial itself is probably the single most effective device thus far developed
for encouraging prompt and well-focused case development. There does not
appear to be any consequential practical obstacle to setting these dates very shortly
after an action is commenced. Several judges we interviewed reported that they
routinely followed such a procedure and that it has had very beneficial effects.
Other studies and commentaries have described the successful use of this approach
in several federal courts.

Wayne D. Brazil, Improving Judicial Corurols Over the Pretrial Development of Civil Acrions:
Model Rules for Case Management and Sancrions, 1981 AM. B. FOUND. Res. J. 875, 917.

125 "Judges should establish an early trial date immediately after the initial pleadings are
complete. Once established, the trial date should be delayed only for compelling reason or the
needs of the court.” A Report from the President's Council on Competitiveness, Agenda for
Civil Justice Reform in America, supra note 73, at 15.
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responsive pleading before scheduling the case, no matter how
tentative that initial setting may be.!?

Efficiency is ‘also .gained. by the setting of preliminary
discovery deadlines in the initial scheduling order. This provides'
the partles ample time to conclude dlscovery prlor to the hearlng
This slmple schedullng technlque of settlng the trlal date and the
‘dlscovery deadllne at the time of flllng mlght well result in the
drspOSLtlon of over nlnety percent of the cases filed.

Cases that do not have great economic value will normally not
generate much discovery. Cases of great economic value may need to
be placed on a slower track because of thelr complexmty and the
need for more dlscovery. One response to economic vwvalue in a
calendarihg system is Differentiated Case Management. In the
Office of Admlnistrative Hearings, the simple cases, such as the
ABC and WIC, are placed on a different track than the more complex
cases, such as the Certificate of Need or Special Education cases.
The need”for Differentiated Case Management is not great in the
Office of Administrative Hearings, and only a small percentage of

the cases at the extremes of the spectrum require such treatment.

. SUMMATION

Judicial efficiency is being accomplished in the Office of
Administrative Hearings by the simple technique of requiring the

scheduling of cases with a firm trial date and a discovery deadline

126 See supra text, at 27.
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within five days of filing of the petition. Trends must be
monitored by the Trial Court Administrator in this process to
maintain the current pace of litigation, reduce the pending cases
per judge, and ensure that cases meriting continuances are moved
from calendar to calendar Delay reduction under the new system
achieves due process as evidenced by the: lncrease in the settlement
and wlthdrawal of petJ.tJ.ons and the number of cases reaching
dec:.sron. Although the pace of lltlgatlon is increasing slightly
'each year wrth the rise of case fJ.lJ.ngs, l.'LtJ.gants are not belng
lnordJ.nately delayed in their pursuit of administrative due
process. It should therefore follow that North Carolina's Office
of Administrative Hea'rings delivers both justice and due process in
its system of administrative adjudication.

This article is not intended to be a comparative analysis of
administrative litigation among the central panel states since the
only frame of. reference J.S ~the North Carolina Office of
Administrative Hearings; ORH is simply comparing its case
processing time with the ABA Time Standards. Other administrative
tribunals throughout the United States may operate more efficiently
and exceed OAH's' contested case disposition rate. This article
does illustrate th‘at administrative tribunals are capable of
operating within the ABA Time Standards, notwithstanding Judge
Broomfields's exception.” Due to the similarities between civil

litigation and administrative litigation, particularly as to the

127 See supra text, at 5.
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commencement of the proceedings, OAH finds itself in a unique
position to measure its relative e.fficiency-with the ABA Time
Standards, oerhaps ‘more so than othér central panel ' systems.
Administrative litigation in North Carolina has a clear point of
initiation because OAH 'is ‘the only central panel exclusively
petiti‘on'-generated 'S'J".nce -the contested cases are not referred

from the agencies, the commencement point has a distinct beglnnlng

In other systems, the central panel may not become lnvolved u.ntll

the actual hearlng, making it dJ.ffJ.cult to cons:.stently measure the
length of time betweea the commencement date anrl the 'completion
. date. |
Lastly, sometimes the goal of effective J.mplementatn.on is lost
in focusing singularly on efficient implementation.!? It is
axiomatic that promoting a delay reduction program in a hearing
system should serve the ends of‘justice and due process. However}

speed for the sake of efficiency may also produce ineffectiveness

128 Close observation of the six courts suggest that they succeed at somethmg more
profound and important than moving cases to disposition quickly. As is explicit
~ in the Trial Court Performance Standards, Expedition and Timeliness is but one
of five general areas in which a healthy court achieves excellence. Others are
Access to Justice, , Equality, Fairness and Integrity, Independence and
Accountabmty, and ‘Public Trust and Confidence. In the demonstration courts,
management views delay both as a disease in its own right - something to treat
and prevent from recurring - and as a symptom that may indicate a more pervasive
unhealthy conditions. By maintaining and regularly examining information on
delay, the demonstration courts routinely monitor the general health of the
organization, something which is measurable in broad terms that are defined by
the Trial Court Performance Standards.

Hewitt, supra note 3, at 7-8.
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- as an outcome.!*® The quéiify of the service rendered must be
compatible with the delivery of efficiency in that service. Thus,
Total Quality Managefnent (TOQM) has surfacedA in fecent years as a
'goal for the delivery of services to the public by administrative
agencies, including courts.'??

The Qffice of Administrative Hearings attempts to measuré the
eff‘ectiv“—e_ness of the deliv.ery of -this service by developing a
"ciient" (user) survey form. 'fhis form is presented to each.
attorney and party at the'close of each administrati{re hearing but
before the administrative law judge renders a decision. The
. litigants are asked to assess thg quality of the service that they
received in OAH. The forms are anonymously completed ar;d are
returned confidentially to the Deputy Director of OAH in a postage
pre-paid envelope.!® The Deputy Director compiles a statistical

profile, based upon the returned forms. Since the recent inception

12 DAVID OSBORNE & TED GAEBLER, REINVENTING GOVERNMENT: HOW THE
ENTREPRENEURIAL SPIRIT IS TRANSFORMING THE PUBLIC SECTOR 351 (1993) (so often efficiency
studies become oriented to outcomes that the quality of the service becomes secondary).

130 See Alexander Aikman, TOTAL QUALITY MANAGEMENT IN THE COURTS: A HANDBOOK
FOR JUDICIAL POLICY MAKERS AND ADMINISTRATORS (1994); see The Federal Judicial Center,
MAXIMIZING PRODUCTIVITY: NEW PERSPECTIVES AND PRACTICAL STRATEGIES, 21 (1994) ("The
results of an integrated and thorough total quality service approach can be startling. All levels
of staff focus on their customers' needs and become involved in assuring quality."); see Felter;
supra note 21, ‘

131 See Aikman, supra note 130, at 33 (" A relatively easy technique for identifying pfoblems
is to develop new survey forms. These can be placed on the front counter and other strategic
locations. This is a technique used effectively by the Los Angeles Municipal Court, for example,

as part of the management process developed for courts implementing the trial court performance
standards.").
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of the survey program, 49 responses have been received. The Deputy
Director breaks down the information on charts and reviews the
information with the applicable staff. Based upon an original

assessment of the information collected by the survey, OAH appears

to be delivering its adjudicatory service in a manner which is

deemed effective by -the public and private parties to the

litigdtion, ‘as’ well as the public'and private attorneys who'
rei:resent these parties.  In response to the question,. "Did ydul

receive 'a fair hearing from 'the Administrative Law Judge?" 40

responses indicated "yes" and bnly'7 indicated "no."

The supremé purpose for which all central panel systems exists
is to promote fair hearings. This guiding principle cannot be
-overlooked. No amount of speed in producing hearings can outweigh
the commitment to fairness. Delay in reaching due process can, in
fact, produce unfairness.. However, negating delay does not ensure
a fair hearing. North Carolina's Office of Administrative Hearings
strives to achieve both goals in its system of adminisffétive
justice.

The title of this article indicates that North Carolina is
"Striving" and dées not indicate (nor should it be inferred) that
North Carolina \Qgs achieved the ultimate efficiency in
administfative liézbation. What it does indicate is that North

Carolina's Office of Administrative Hearings focuses on time delay

12 Id. at 33 ("If you use survey forms, to be useful they must be tabulated and the results
fed back to affected staff. Simply putting them on the counter, collecting them, and then
ignoring them, is not useful and does not manifest a quality program.").
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in administrative litigation and approaches due process in a timely
. and efficient manner. If any credit is to be taken for the succe’sé
of the néw system, it belongs to the administrative law judges who
work tirelessly each day on delay reduction in North Carolina's

Office of Administrative Hearings.!??

(last update: September 13, 1995)

/

133 The eight administrative law judges at OAH presently: Senior Administrative Law Judge
Fred G. Morrison, Jr. and Administrative Law Judges Brenda B. Becton, Sammie Chess, Jr.,
Beecher R. Gray, Delores O. Nesnow-Smith, Meg Scott Phipps, Robert R. Reilly, Jr., and
Thomas R. West.
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JOINT APPROPRIATIONS SUBCOMMITTEE
ON
GENERAL GOVERNMENT
February 25, 1997

The Joint Appropriations Subcommittee on General Government met Tuesday,
February 25, 1997 at 8:30 a.m. in room 425 of the Legislative Office Building. Five of
the Senate members were present. Representatives present were: Co-Chairs Ives,
McCombs and Sherrill; and Braswell, Decker, and Wainwright.

Chairman Ed Warren introduced Insurance Commissioner James Long and asked
him to give the Committee a short synopsis of the workings of the State Insurance
Department. After introducing his staff, Mr. Long stated that the purpose of his
department is to insure the health, safety and welfare of the citizens of North Carolina.
He told of the success of the “Click It or Ticket” and the “Booze It and Lose It”
programs. (A copy of their Mission Statement and 1995-96 Biennial Report is attached.)
Commissioner Long then asked Mr. Dascheil Propes, Assistant Commissioner, to give a
general overview of the department.

Questions followed. Representative Wainwright asked how they handled out-of-
state companies who sold insurance in NC. Mr. Propes said that they relied on the other
states’ ratings, that they did get those companies’ reports, and that any company doing
business in NC had to be registered in the State.

Senator Ledbetter said that up until a few years ago a land owner could build a
house on it and sell it at any time. Now if you build on it, you must live in it for a year
before you sell it, or you must hire a contractor to build it, even though it meets all the
building codes, etc. He wanted to know why. Mr. Propes said that the law was changed
at the mgiﬁg of the N.C. Home Builders Association to prevent competition, he
presumed.

Senator Kinnaird wanted to know if the Kennedy-Kasselbaum amendment
regarding preexisting conditions for health insurance now applied. Bill Hale said that the

KK amendment provisions would be effective as of July 1, 1997, but that in N. C. you are
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protected now. In response to another question by Senator Kinnaird regarding whether or
not property such as pianos and musical instruments in the Music Department at UNC
were insured, Mr. Propes said that they were if the Institutions record them on their
insurance forms. She concluded her questions by asking about the State’s position on
insuring beach property. Mr. Propes said that the State was trying to get companies to
write voluntary policies in the Beach area and enable them to write themselves out of the
losses of the Beach Plan.

Representative Ives wanted to know if there was any requirement for checking
buildings for lead paint. Mr. Propes said he knew of none.

Representatives Braswell and Wainwright had comments and questions about the
handling of out-of-state companies and agents. Commissioner Long and Mr. Propes
assured them that these companies were checked out and that all agents had to be
registered . If they weren’t, the Department usually found out through citizen complaints.
They did say that sales over the Internet would be a challenge. Senator Page wanted to
know whether or not a company selling insurance over the Internet to N. C. citizens had
to abide by North Carolina laws. The answer was “yes.”

Representative Sherrill noted that there were three Field Auditor positions listed
as vacant since 1996. She wanted to know why, since their pay was higher than other
similar positions in the State. Mr. Roger Langley, Chief Deputy Commissioner, said that
attrition was high because there was a lot of travel involved in the auditor’s position, and
that they were thinking of going from fifteen field auditors to five super auditors with
higher salaries in order to keep them on board. They felt that with the new technology,
this could be done.

Representative Braswell said that he had a large military presence in his District,
and he wanted to know what happens when a military person with auto insurance in
another state is transferred to N.C. MTr. Propes said that most companies dealing with the
military are licensed in all states. However, if they are not registered, the policy should

be dropped because the insurance is considered to be where the car is garaged.
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There being no further time for questions, the meeting was adjourned at 10:00

a.m. to reconvene at 8:30 a.m. Wednesday, February 26, 1997.

Respectfully submitted,

e — MW Q/%Mj

Senator E& Warren, Chairman Wilma Caldwell, Committee Clerk
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Department of Insurance
Mission Statement

The North Carolina Department of Insurance serves the citizens of North Carolina through con-

sumer protection and education, safety training and promotion, and regulation of specified activities
and industries.

This is accomplished by: .

Assuring an optimum marketplace in which consumers can readily purchase fairly-priced
insurance products from sound, responsive entities;

*  Educating the public in loss prevention, safety awareness and developing life safety standards;

*  Maintaining a well-managed, fiscally-responsible organization staffed by knowledgeable, cour-
teous, professional employees.

At all times, the affairs of the department are conducted in an open, ethical manner and in the best
interests of the public.
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Ensuring Safety and Equity'
for North Carolinians

The Department of Insurance continued to be a strong advocate for North
Carolina consumers during the 1995-96 biennium on issues ranging from
auto rates to fire safety.

Department staff worked long and hard to keep auto insurance rates reason-
able. North Carolinians currently pay the lowest auto insurance rates of any
state east of the Mississippi River, and yet still enjoy a thriving market of
financially-sound insurance companies eager to do business in our state.

JimLong
Photo

In December 1996, the North Carolina Court of Appeals issued its decision
on the 1994 auto insurance rate filing—a decision which unanimously
confirmed the commissioner’s authority to set rates and supported his
ratemaking approach. By the close of 1996, it was unknown whether the
industry would pursue further appeals. If the Court of Appeals’ decision
becomes final, the commissioner will order consumer refunds totaling millions of dollars.

Insurance Commissioner
Jim Long

The department continued to work to lower insurance rates through traffic safety and injury-
‘prevention programs. The department and Commissioner Long played a pivotal role in the success
of the Click It or Ticket and Booze It & Lose It programs.

Over the past two years, the Click It or Ticket program has reduced fatalities and serious injuries by
12 percent, resulting in a savings of $164 million in health care costs. Also, in two recent rate filings
from the auto insurance industry, savings of more than $33 million in auto insurance premiums
were attributed to Click It or Ticket.

The Booze It & Lose It program is having similar success. Numbers gathered at North Carolina
checkpoints indicate that we’ve cur late night drunk driving in half and reduced DWI-related fatali-

ties by 20 percent. Together, these programs are saving lives, preventing injuries, and hclpmg

reduce the high medical costs of auto crashes. .
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uckle Up Kids program is active in 57 counties and has distributed more than 2,100 child safety

.’é‘hc department’s in-house safety programs also have been very busy during the biennium. The

seats through local fire/rescue agencies. The Learn Not to Burn program provides fire safety
education to more than 90,000 fourth graders annually. A new program was added in 1996—the
NC SAFE KIDS coalition is one of 250 local and state groups dedicated to childhood injury pre-
vention.

The department has been a leader in anti-fraud efforts since establishing the first investigations
bureau within an insurance department in 1945. In 1996, the Investigations Division helped to
obtain a $187 million settlement in the largest criminal health care fraud case in North Carolina
history. The case against this medical laboratory was investigated jointly by state and federal law
enforcement agencies and was the third-largest criminal health care fraud case in the nation.

Investigators from the Special Services Division also concluded two record-breaking cases this
biennium. A $250,000 fine levied against one collection agency is the largest ever assessed by the
division. The owner of another collection agency pled gu1lty to 45 counts of embezzlement total-
ing nearly $400,000. He is currently serving a 21- -year active sentence—the longest sentence ever
ordered by the courts as a result of a criminal investigation conducted by the division. One of the
diviston’s investigators received the Governor’s Award for Excellence in 1995, in part for his work
on this case.

The 1995-96 biennium marked a period of great change in the health insurance industry. New
federal legislation and the growth of managed care pose challenges for regulators and consumers.

The Life and Health Division has prepared legislation which brings North Carolina law into com-
pliance with the federal Health Insurance Portability and Accountability Act of 1996, sponsored by
Senators Kassebaum and Kennedy. The act requires states to conform their statutes to the new law
or risk federal management of health insurance. The legislation prepared by the division is expected
to be introduced during the 1997 session of the General Assembly.

The Managed Care and Health Benefits Division has developed a status report on health mainte-
nance organizations in North Carolina. The report provides a snapshot of the current HMO indus-
try in the state and a detailed analysis of HMO activity in 1995. The report is intended to give
legislators, regulators and citizens a better understanding of the health care environment in North
Carolina.

The following report explains in detail how each group, division, and unit within the department
contributes to the overall mission of the NC Department of Insurance.
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Company Services Group

The Company Services Group consists of five divisions: Financial Evaluation, Actuarial Services,
Information Systems, Administrative Supervision, and Estate Operations.

The Financial Evaluation Division monitors the solvency of insurance companies; reviews admis-
sion of out-of-state, domestic, and surplus lines companies seeking to do business in the state; and
audits domestic and foreign insurance organizations.

sion also conducts actuarial studies for financial evaluation work and is involved in special projects

The Actuarial Services Division assists in the review of rate, form, and statistical filings. The divi- '
and studies.

The Information Systems Division manages the department's information technological resources,
which include data processing, word processing, office automation, data communications and voice
communications.

The Administrative Supervision Division monitors the financial condition and operations of do-
mestic insurance companies to determine whether a troubled entity can be prevented from going
into formal delinquency proceedings by returning the insurer to sound financial condition and
good business practices.

‘The Estate Operations Division works closely with the Adnunistrative Supervision Division to
evaluate the necessity of instituting formal delinquency proceedings and to provide guidance to
troubled insurers after leaving administrative supervision.

Financial Evaluation Division

The Financial Evaluation Division is comprised of the Company Admissions Section, Financial
Compliance Section, Field Audit Section, Self-Insured Workers Compensation Section, and the
Continuing Care Retirement Communities Section. The division regulates managing general

agents and accredited reinsurers, and ensures compliance with many new solvency-related laws. ‘
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The division is currently working toward accomplishing the following goals and objectives:

‘ Continue to respond to the National Association of Insurance Commissioners Interim Annual
Review in order to enable the department to maintain its accreditation, which was just re-
awarded for five years, by this national regulatory oversight board.

»  Finalize additional financial solvency laws necessary to maintain the department’s accreditation
with the National Association of Insurance Commissioners for introduction in the 1997 Legis-
lative Session :

»  Evaluate the adequacy and appropriateness of other insurance laws administered by the division
prior to the 1997 Legislative Session.

«  Re-engineer the Field Audit Section.

Company Admissions Section

The primary rcsponsxblhty of this section is the review and evaluation of the financial condition of
 insurance companies applying for initial licensing, eligibility or registration to transact insurance
business in North Carolina.

It is important that insurance entities meeting or exceeding the minimum requirements be licensed
or authorized so that adequate markets and competition are available to North Carolina insurance
consumers. It is equally important that each entity not meeting the minimum requirements be
denied a license or certificate of authority in order to protect North Carolina insurance consumers

.from potential insurance problems.

In 1995-1996 insurance companies continued to demonstrate considerable interest in companies
seeking authority to transact business in North Carolina. During the last two years, 95 new applica-
tions were received.

A total of 76 insurance entities were qualified and received initial certificates of authority during the
biennium, including the formation of one new North Carolina domestic insurance company.

This section has been responsible since 1985 for the initial review of insurance companies applying
for eligibility for the placement of surplus lines business. A list of eligible companies is produced
and distributed to North Carolina surplus lines brokers monthly. The surplus lines market repre-
sents insurance products that are not readily available to consumers through licensed companies.
The statutory requirements for surplus lines eligibility were strengthened during 1991, 1992, and
1993.

During 1995-1996, this section received and reviewed 17 filings for surplus lines eligibility. Thir-
teen new companies were found to qualify and were added to the list. There were 23 companies
deleted or withdrawn from the list during this period. The Financial Compliance Section is respon-
sible for the financial surveillance of surplus lines companies after they initially qualify for eligibility.

Since carly 1993, this scction has been responsible for reviewing applications for accredited
reinsurer status in North Carolina. During 1995-1996, 14 such filings were received. Ten compa-

nies were found to satisfy the requirements and were listed as accredited reinsurers in this jurisdic-
tion. The Financial Compliance Section is responsible for the continued financial surveillance of

accredited reinsurers.
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Since late 1986, this section has been responsible for conducting the financial review of risk reten-

tion groups filing for initial registration. It has also been responsible for making the initial determi-

nation that purchasing groups satisfy the requirements for registration. These entities operate under ‘
the authority of the Federal Risk Retention Act and North Carolina Insurance Statutes governing

liability risk retention. The federal act permits risk retention groups and purchasing groups to

provide certain types of liability insurance coverages to their members if the group is properly

licensed in at least one state and files certain minimal financial information with each state in which it

desires to do business.

The department has required as much information as allowed under the federal act in order to
evaluate the merits of risk retention group filings and to protect North Carolina citizens to the
maximum extent possible. North Carolina statutes require a purchasing group to purchase its
coverages from an insurance company that is either licensed or eligible for surplus lines business in
this state. '

During the biennium, a total of seven filings for initial registration were received from risk retention
groups and 62 initial filings were received from purchasing groups. Fourteen risk retention groups
and 51 purchasing groups received initial registration during the period. The Financial Compliance
Section is responsible for the continued surveillance of these entities after registration.

Financial Compliance Section

The primary responsibility of this section is to monitor the solvency of all insurance organizations
licensed and/or authorized by the department. The section has the following responsibilities:

Process and review company licenses, corporate changes and corporate filings: Includes the ‘
review of renewal license applications of insurance organizations and the review, processing and

approval of corporate changes of insurance organizations. Corporate changes include: acquisitions,
mergers, dissolutions, reinsurance arrangements, charter changes, bylaw changes, holding company

filings, and requests for sale of securities.

Monitor financial condition of insurance organizations: Accomplished by reviewing the
operations and financial condition of each organization through the financial analysis of annual and
interim financial statements and other financial data. The primary responsibility of the section is to
determine the financial health of each insurance organization and take necessary and appropriate
steps to safeguard the interests of the citizens of North Carolina. This financial analysis process
utilizes the database and programs of the National Association of Insurance Commissioners.

Maintain security deposits from insurance organizations: Includes the collection of and main-
tenance of all security deposits made by insurance organizations for the protection of North Caro-
lina policyholders. The actual funds are maintained by United Carolina Bank under a safekeeping
arrangement and total approximately $400 million at present. Most of the functions of the collateral
sccurities program are computerized which allows quicker response on transactions and better
monitoring of the quality of securities on deposit.
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. Performance Indicators

1995-96
Insurance organizations regulated 1,738
Financial statements analyzed 11,897
Reports on examination reviewed 1,008
Insurer licenses suspended 2
Insurer licenses revoked 6
Administrative actions 33
Deposits obtained as a result of financial inquiries $10,000,000
Securities on deposit for policyholder protection $400,000,000
Requests for authority to sell securities 3567
Certificates of good standing, deposit, etc. processed 2,500

Field Audit Section

The primary responsibility of the Field Audit Section is to protect the interests of policyholders by
ascertaining the financial strength of regulated insurance entities through on-site verification of
financial data reported to the department. This function is conducted principally at the home office
of insurance companies. Practices and procedures developed by this section, the Financial Evalua-
tion Division, and the National Association of Insurance Commissioners (NAIC) provide the
framework for the examinations conducted. This department was instrumental in directing the
NAIC to incorporate North Carolina's in-house procedures into the NAIC Financial Examiners’
Handbook. These procedures were adopted by the NAIC in 1994 and became required procedures

in all states in 1996.

From January 1995 through December 1996, the Field Audit staff examined 61 domestic compa-
nies. Beginning in 1996, the section assumed responsibility for the ficld examinations of self-

insured workers compensation groups.

EDP audit software sub-licensed from the NAIC is used to supplement other examination proce-
dures. Both mainframe and personal computer versions of this software are utilized. Beginning in
1997, the section will explore implementation and training with new audit software that is currently

under review by the NAIC.

Other automation includes the use of personal computers and various software packages. The
previous objective to provide each examiner with a computer for use in the examination process has
been met. However, with technological advances and the development of more sophisticated
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software applications, much of the hardware had to be updated during 1996. The section believes
upgrading of hardware will continue to be a challenge in the coming years as technology changes. .

Electronic communication with the office and the NAIC is an important part of the examination
process. The field examiners’ personal computers are equipped with modems so they may connect
to the department’s and the NAIC’s LAN file server. Field examiners can now gain access to finan-
cial information of insurance entities and provide information gained through the examination

process.

Self-Insured Workers Compensation Section

This section reviews and evaluates applications of all entities that self-insure for liability under the
Workers Compensation Act for initial licensing and ongoing solvency analysis. These entities are
composed of “individuals” (single employers that retain their liability) and “groups” (two or more
employers that pool their liabilities).

In the fall of 1995, the legislature passed significant legislation affecting groups. This legislation

provided the department with additional authority to evaluate the financial condition of groups
through additional filing requirements, examination by the Field Audit Section, and other oversight

responsibilities.
Currently, there are 380 individuals and 29 groups. These entities generated $18.3 million in
premium tax revente in 1996.

Continuing Care Retirement Communities Section ' I

The Continuing Care Retirement Communities Section is charged with the responsibility of regis-
tration, disclosure, contract, and financial monitoring requirements for continuing care facilities in
North Carolina. This section serves to provide for the financial oversight and licensing of continu-
ing care facilities as well as providing additional safeguards for facility residents and prospective
residents.

This authority, which became effective on January 1, 1990, applies only to facilities that furnish
lodging or independent living combined with health-related services under a contract for the life of
the individual, or for a period in excess of one year. Current laws provide for: disclosure of all
material facts and financial data, departmental authority to intervene in the event of insolvency or
the imminent danger of financial impairment, departmental authority to audit the financial records
of facilities, and the establishment of a nine-member Advisory Committee to advise the Commis-
sioner of Insurance on matters refated to these facilities.

Facility filings sent to this section include a disclosure statement, certified financial statements,
forecast projections, listings of services and fees, and residency agreements or contracts. Facility
filings are evaluated for statutory compliance, financial stability, operating trends, and consistency
between disclosure statements and residency agreements.

The first filing was received on January 29, 1990. As of December 31, 1996, 43 continuing care
facilities have been issued permanent licenses. These 44 facilities are serving some 13,000 North

Carolina residents. .
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‘Actuarial Services Division

Life and Health Section

This division’s review of rate change requests has saved consumers covered under individual acci-
dent and health insurance policies approximately $1.6 million in 1994, approximately $3.5 million
in 1995, and approximately $1.2 million in 1996. An additional $285,537 in savings will result
from rate compromises that become effective in 1997. Since the division’s review of the rates
began, consumers have realized savings of approximately $29.7 million as of December 1996.

During the biennium, Actuarial Services collected data and evaluated the impact of mandated
reductions in the credit life insurance prima facie rates. The results of lowering the credit life insur-
ance prima facie rates show a modest increase in the incurred loss ratio as of the end of 1995. Itis
expected that the incurred loss ratio will continue to increase with further reductions in prima facie
rates. '

Actuarial Services annually reviews the Medicare supplement insurance refund calculations submit-
ted by insurance carriers. All carriers were correctly performing the calculations and no refunds
were made for calendar year 1995. Actuarial Services also continues to review Small Employer
Group actuarial rate certifications to assure compliance with the Small Employer Group Health
Reform Act.

Actuarial Services continues to assist other divisions in regard to all aspects of actuarial science. As
an example, Actuarial Services has assisted the Consumer Services Division with consumer com-
plaints on rate increases (small employer group rate increases) and with questions concerning the
recently adopted policy illustration regulation; the Financial Evaluation Division with shepherding'
Actuarial Guideline XXX through the rules adoption procedure; the Field Audit Division with
various reserve and proper accounting of reserve items; the Managed Care Division in regard to the
licensing of new HMOs and investigating HMO rate violations which resulted in several HMOs
being fined; the Life & Health Division with reviewing unusual life, annuity and health insurance
products as well as the review of all individual accident and health insurance and HMO rate revi-
sions; and the State Health Plan with respect to the review of all rates submitted by HMOs.

Actuarial Services also provided the South Carolina Department of Insurance with its evaluation
techniques and procedures for reviewing individual accident and health insurance rate revisions,

HMO applications for certificate of authority, HMO rate revisions, and MEWA applications and
regularions.

Property and Casualty Work

Actuarial Services works closely with the Property and Casualty Division in reviewing rate filings,
loss cost filings, form filings and statistical filings. Actuarial Services has been heavily involved in
private passenger automobile rate filings, workers compensation filings, self-insured compensations
funds, and discussions with the North Carolina Rate Bureau on hurricane models for possible use in
homeowners filings. The Actuarial Services Division strives to maintain rates that are not excessive
and are not unfairly discriminatory to policyholders, yet adequate so as to provide a reasonable
profit to companies and to protect their solvency. From the 1989 private passenger automobile
filing, the companies were ordered to refund almost $140 million, including interest, to North
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Carolina drivers. In addition, the Actuarial Services Division helped save drivers in North Carolina
approximately $400 million from the 1994 filing and about $13 million from the 1995-1996 filing
with potential refunds of approximately $900 million from those two filings. .

The 1995 workers compensation filings were changed to produce loss costs rather than final rates.
The Actuarial Services Division reviewed requests for loss cost decreases of 15.4% in 1995 and
13.7% in 1996. Additionally, as a result of loss costs legislation, the Actuarial Services Division has
reviewed more than 100 loss cost filings for individual companies.

Another change in legislation dealt with workers compensation groups. This change strengthened
the department’s oversight of self-insured workers compensation groups. The Actuarial Services
Division has reviewed the rate structure for every one of the self insured groups domiciled in North
Carolina. This division has also assisted the Financial Evaluation Division in the financial review of
these groups.

As a result of the protracted litigation involved with the 1993 homeowners rate filing the Actuarial
Services Division has met several times with the North Carolina Rate Bureau to discuss the feasibil-
ity of using hurricane models in rate filings. Much information has been exchanged and much
progress has resulted. In addition to these activities, this division has reviewed hundreds of rate
filings, loss-cost and loss-cost adoption filings for commercial lines of insurance.

Financial Evaluation Work

Actuarial Services assists various sections of the Financial Evaluation Division. Actuarial analyses are
performed on financial projections and proposed rates of companies applying for admission or
registration in North Carolina. Loss and loss adjustment expense reserve reviews are also per-

formed to aid in the financial evaluation of domestic insurance companies. .

Information Systems Division

The Information Systems Division deals with high-technology issues and equipment, with a goal of
using technology effectively to support the department's regulatory function. This activity, known
within state government as “information resources management” (IRM), includes voice, image and
data processing equipment and software, as well as telecommunications systems such as two-way
radios, telephones and facsimile equipment.

Day-to-day responsibilities include programming, operating, planning, and managing five local area
network (LAN) servers connected via the state's area nerwork; and providing support for the
department’s microcomputers. An electronic mail system connects our staft with all other state
departments of insurance; NAIC staff in Kansas City, Washington, and New York; other state
government agencies; numerous private insurance companies; and Internet addresses worldwide.
The division also provides office automation training to department staff.

The Information Systems Division is directly responsible for maintaining four major application

systems on the network: consumer complaint tracking and analysis, company licensing, property

and casualty rate and forms filings, and life and health rate and form filings. Staff of the division

also work with computer programmers at State Information Processing Services (SIPS) to maintain .
and develop major software systems for our Agent Services and Self-Insured Workers Compensa-
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tion units. Other smaller applications include fire incident reporting and an inventory of state prop-
rty, which is self-insured by the department.

The Information Systems Division also consults with the department’s line divisions regarding
technology planning. Information Systems is the department’s representative on the SIPS Advisory
Board, and represents Commissioner Long on the Information Resources Management Commis-
sion as required. Similarly, the division exercises approval authority over all acquisitions of informa-
tion and technology resources such as telephones, radios, computers, software, services, and mainte-
nance contracts.

Under the state’s revised IRM management structure as implemented by the 1992 General Assem-
bly, the division will continue to perform the lead role within the department for integrated infor-
mation technology planning and management. Similarly, within the department, the division
provides staff support to a committee of managers of line divisions setting hardware and software
standards, and IRM operational policy.

Administrative Supervision Division

The Administrative Supervision Division was formed in early 1992 to increase regulatory scrutiny
over potentially-troubled insurance entities domiciled in North Carolina. The primary responsibility
of this division is to closely monitor the financial condition and operations of domestic insurance
entities deemed to be in a potentially hazardous financial condition. The ultimate goal of this
division is to determine whether a troubled insurance entity can be prevented from going into

‘ formal delinquency proceedings and returned to sound financial condition and good business
practices.

Examples of close monitoring procedures performed by this division include:

* financial analyses of annual and interim financial statements and other financial data, including
holding company and affiliated company data;

 initiating, monitoring and enforcing workout plans designed to correct deficiencies causing the
hazardous financial condition;

« performance of targeted financial and operational examinations;

 institution of formal administrative supervision proceedings designed to protect insurance
company assets through a workout period.

Potentially-troubled insurance companies are transferred to the Administrative Supervision Division
via interaction with the Financial Evaluation Division and other divisions of the Department of

Insurance.
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Estate Operations Division

The Estate Operations Division works closely with the Administrative Supervision Division to ‘
evaluate the necessity of instituting formal delinquency proceedings and to provide guidance to

troubled insurers after leaving administrative supervision. The unit’s ultimate goal is to rehabilitate

and/or liquidate troubled and insolvent insurers in order to protect and preserve, to the maximum

extent possible, the remaining assets of the insurer for the benefit of the company’s policyholders,

creditors and the public. '

The Estate Operations Division manages the financial and operational affairs of domestic insurance
entities placed into receivership. Examples of specific duties performed include:

* marshaling assets, pursuing asset recoveries and liquidating assets of companies in receivership
to the maximum benefit of policyholders and other creditors;

* managing the operations of the various departments of the insurer through a runoff period
including claims, underwriting, policyholder service, data processing, accounting, and person-
nel.

* coordinating relationships and issues involving the various state guaranty associations called
upon to pay policyholder claims.

* providing litigation support services and coordinating relationships and issues involving federal
and state investigative agencies outside of the Department of Insurance.
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Technical Services Group

Created in September 1988, the Technical Services Group is comprised of the Property and Casu-
alty Division, Market Examinations Division, Life and Health Division, Seniors’ Health Insurance
Information Program and the Managed Care Division.

The Property and Casualty Division’s primary responsibility is the review of rate, rule and policy
form filings relating to property and casualty coverages. These filings are made by insurance com-
panies, statutory bureaus and licensed rating organizations. \

The Life and Health Division is responsible for the review and approval of rate, rule and policy
form filings submitted by life and health insurance companies. Beginning in late 1996, this division
began regulating the activities of third party administrators and multiple employer welfare arrange-
ments.

The Market Examinations Division conducts field examinations of the market practices of domestic
and foreign insurers and their representatives. Market Examinations has been reorganized and has
standardized its review, summary, expense and examination procedures in order to develop mean-
ingful trends.

The primary function of the Seniors’ Health Insurance Information Program (SHIIP) is to train
adult volunteers to help older adults through the maze of Medicare regulations, Medicare supple-
ment insurance, long-term care insurance and claims procedures. In September 1992, SHIIP
completed a six-year drive to expand the program to all 100 counties of North Carolina.

The Managed Care Division was established in 1992 to monitor and regulate the activities of man-

aged care entities including: health maintenance organizations (HMOs), preferred provider organi-
zations (PPOs), utilization review organizations (UROs), managed care indemnity health insurers,
multiple employer welfare arrangements (MEWA), and third part administrators (TPAs). The

division’s emphasis is on how company activities affect consumers in North Carolina. The division
accomplishes its work through several types of activities: market practice examinations of compa- ‘
nies, review of document filings required of companies, and data collection and analysis.
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While each of these functions has existed within the department for a variable number of years, the
.‘ echnical Services Group was formed to increase their effectiveness, improve communication and

cnhance coordination, primarily with the actuarial staff and financial analysis examiners, as well as
with other divisions within the department.

Property and Casualty Division

This division licenses rating organizations, advisory organizations and joint underwriting associa-
tions, and reviews rate, rule and policy form filings made by these entities. The division also collects
filing fees for rate and form filings. In addition, this division reviews the rates, rules and forms for
the North Carolina Rate Bureau , North Carolina Reinsurance Facility, Beach Plan, Fair Plan and
licensed property and casualty insurance companies.

State law permits insurance coverages to be placed with surplus lines companies — those unlicensed
in North Carolina — as long as there is compliance with applicable statutes and rules. Surplus lines
taxes are the responsibility of specially-licensed agents; this division receives and reviews the tax
forms submitted by these agents. In 1995-96, surplus lines premium taxes generated $6,417,124

for the state.
Premium Taxes
No. of Policies Premium Tax Generated
‘ 1995 27,659 $83,649,691 $4,182,483
1996* 22,135 $44,692,812 $2,234,642

*Through 9/96

Rate Deviations

State law allows companies to file rate deviations (discounts) on coverages such as private passenger
automobile, homeowners, and dwelling fire under the jurisdiction of the North Carolina Rate
Bureau. A typical deviation would be lower auto insurance premiums for autos with anti-locking

brakes.
New Rate Deviations
HO Dwelling/Fire Auto wC Combined Auto/HO
1995 197 74 139 88 0
1996* 202 71 150 90 1

*Through 9/96
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Consent To Rate

Because some risks cannot be written at standard rates, state law permits companies to charge .
higher-than-standard rates on individual policies with the written consent of the policyholder. Prior

to October 1, 1996, insurance companies were required to submit consent information to the
Commissioner of Insurance for approval. However, due to a statute change, this division no longer
reviews such information. Each tnsurance company must now maintain the required information

for review during market conduct examinations or specific inquires from this department.

Consent To Rate Requests

Private Auto All Others
1995 791,775 3,314
1996* 754,411 2,785

*Through 10/96

Filings Review

Because this division’s primary responsibility is the review of forms, rules and rates, filings must be
carefully analyzed. During 1995-1996, a total of 17,923 filings were reviewed.

Forms, Rules and Rates Reviewed ‘
Companies and Organizations
1995 8,395
1996* 9,528

*Through 12/16/96

Workers Compensation

Effective September 1, 1995, the method in which workers compensation insurance rates were
established changed. The new system provided that the North Carolina Rate Bureau would deter-
mine the “loss cost,” then each insurance company would determine its “multiplier.” Loss Costs are
based on historical aggregate losses and loss adjustment expenses adjusted through development to
their ultimate value and projected through trending to a future point in time. A multiplier is an
individual company’s determination of expenses, other than loss expense and loss adjustment ex-
pense, associated with writing workers compensation and employers liability insurance.
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Workers Compensation Loss Costs Filings

NC Rate Bureau Residual Market Individual Company
1995* 1 1 0
1996** 1 1 77
*Effective 9/1/95
** Through 11/96
Workers Compensation Rates
1985-1996
Filing Year Rec?uaetgted Implgra:lt:nted ?:t?;;vivdg:a Esn;e:gzgr
1985 12.90% 7.50% $289,077,233 $15,610,171
1986 12.80% 5.80% $363,134,574 $25,419,420
1987 16.80% 15.90% $419,796,824 $3,778,171
1988 (no filing)
1989 16.80% 9.00% $509,210,148 $39,718,392
‘ 1990 29.30% 18.90% $541,485,184 $56,314,459
1991 41.80% 15.80% $575,129,570 $149,533,688
1992 40.30% 33.00% $650,405,437 $47,479,597
1993 15.50% 9.30% $865,000,000* $53,630,000
1994 (no filing)
NC Rate Bureau Loss Costs Base Rates
1995 -15.00% -15.00% $603,000,000 $92,259,000
1996 -14.00% -14.00% $511,000,000 $70,000,000
Total Savings| $541,280,898

Significantlissues

Building Code Effectiveness Grading: North Carolina is one of three states that have approved
this rating system for Commercial Property. The Building Code Effectiveness Grading Schedule
developed a grade of 1 to 10 for a community based on the adequacy of its building code and the
effectiveness of its enforcement of that code. The credits for the grades range from -1% to -15%.

The Commissioner of Insurance approved the rate filing effective March 1, 1995.
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Auto Rate Filings: The 1995 Auto Rate Filing was withdrawn as a result of problems with the

data. Instead of a 1996 filing, the 1995 Filing was amended. Data problems still existed in the

1996 data but most were corrected. At the conclusion of the hearing, the Commissioner of Insur- .
ance ordered an overall rate decrease of 8.3%. The North Carolina Rate Bureau implemented a rate

increase of 5.5% over the commissioner's order. The matter is now in litigation.

In December 1996, the North Carolina Court of Appeals issued its decision on the 1994 auto
insurance rate filing—a decision which unanimously confirmed the commissioner’s authority. to set
rates and supported his ratemaking approach. By the close of 1996, it was unknown whether the
industry would pursue further appeals. If the Court of Appeals’ decision becomes final, the commis-
sioner will order consumer refunds totaling millions of dollars.

Private Passenger Auto Rates

1984-1996
Filing Year R Rate Rate Implemented | Consumer Savings*

equested
1984 _ 3.90% -0.20% $23,535,607
1985 20.80% 10.40% $69,767,852
1986 12.20% 1.00% $98,010,197

1987 4.10% . 1.00% $36,525,296 ‘

1988 6.40% 4.30% $23,917,914
1989 - 4.10% -6.10% $127,768,278
1990 9.60% - 4.00% $77,400,316
1991 9.60% 4.00% $83,191,330
1992 -4.20% -6.10% $28,537,119

1993 (No filing)
1994 17.70% 4.40% $418,072,648
1995/96 6.10% 5.50% $12,771,921
Totals $999,044,625

* Difference in total manual premium dollars between filed and implemented rates
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he companies have made changes ranging from reclassifications to small overall rate increases.

wo new companies have submitted filings for physicians and surgeons professional liability and
are pending approval. This market appears to remain very competitive. It also appears that major
changes may occur in the hospital professional liability market in 1997. The industry has indicated
that a change in the rating basis will probably be filed in the next year. There has also been some
interest from the industry in writing capitated stop-loss coverage. Approval is now pending for one
company’s program. Division staff anticipate more of these filings in 1997.

qf\’[cdical Malpractice: Many companies have been revising physician and surgeon rates this year.

HO-91 Program: The new homeowners program was approved by the Commissioner of Insur-
ance on April 1, 1996 with an effective date of November 1, 1996. The new program contains the
following new coverages and enhancements:

New Coverages

«  Other Structures away from the Residence Premises (HO 04 92)

»  Refrigerated Property Coverage (HO 04 98)
$500 limit of coverage
$100 deductible

»  Special Personal Property Coverage for Unit-Owners (HO 17 31)

'Covegges Enbancements
»  $1,000 Special Limit on grave markers removed

»  $1,000 Special Limit for electronic apparatus added
+  $2,500 Additional coverage for landlord’s furnishings added

»  Exclusion for damage resulting from “constant or repeated seepage or leakage over period of
weeks, months, or years” removed

+  Threshold for actual replacement to receive replacement cost settlement rassed from $1,000 to
$2,500

«  Up to 10% of Coverage A for Ordinance or Law Coveragc

Beach Plan: There were three important changes made during the 1996 legislative session.

«  The development of a proposal for a Reserve Fund to pay catastrophic losses as recommended
by the Legislative Research Committee.

»  DPassage of an act to revise the Beach Plan participation formula. The revision to the formula is
to encourage companices to write voluntary policies in the Beach area and enable them to write
themselves out of the losses of the Beach Plan.

‘ «  The addition of business income coverage to the coverages available from the Beach Plan.
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North Carolina Insurance Underwriting Associatio

(Beach Plan)

Beach Policies Only

Premiums % of Change Policies Issued % of Change
1995 $14,844,286 9% 18,135 7%
1996 $16,237,766 9% 19,113 5%
Wind and Hail Policies Only
1995 $6,911,128 52% 7,154 31%
1996 $8,134,454 18% 8,368 17%
Total Beach Plan
1995 $21,755,414 19% 25,289 13%
1996 $24,372,220 12% 27,481 9%

Life and Health Division

The 1995-1996 biennium has been a period of explosive activity for this division. Activities relating
to federal and state health insurance reform, increases in the volume of life and health form and rate
filings, and changes to life insurance rules have significantly impacted the workload of the division.

Health Insurance Issues

Most of the division’s efforts have concentrated on health insurance issues. Many of these activities
were a result of the public’s interest in making health insurance more accessible, and the continued
growth of uninsured persons in North Carolina.

Division staff served as a consultant to the NC Health Planning Commission and its successor, the
NC Health Care Reform Commission. Staff members assisted the regional health insurance Pur-
chasing Alliances in their efforts to make health insurance available to North Carolina’s small busi-
nesses. Assistance was provided to the Small Group Carrier Committee as it revised the “standard”
and “basic” plans to make them more marketable, and thus increase access to health insurance for
small businesses. In response to Senate Bill 652 (enacted by the 1995 legislative session), which
analyzed the impact of adjusted community rating on North Carolina and other states, the division
rescarched and drafted a report submitted to the General Assembly.

The division prepared legislation which brings NC law into compliance with the requirements of

the recently enacted federal Health Insurance Portability and Accountability Act of 1996, sponsored

by Senators Kassebaum and Kennedy. The law makes all group health insurance plans “guaranteed .
issue,” and increases the “portability” of all health insurance plans. The federal legislation requires
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states to conform their statutes to the new law or risk federal management of health insurance. The

&gislation prepared by the division is expected to be introduced during the 1997 session of the

encral Assembly.

The division has worked closely with the Managed Care and Health Benefits Division in its over-
sight of managed care in North Carolina. Issues in which the division has been involved include
“pharmacy of choice,” freedom of access to obstetricians/gynecologists, length of maternity stays,
confidentiality of data and trade secrets and the advertising of insurance products.

Much effort was spent in 1996 on issues relating to violations of rate laws by HMOs in North
Carolina. It came to the attention of the division that several managed care organizations were
using rates which had not been approved by the Commissioner of Insurance, or were offering rate
guarantees or rate caps in violation of state statutes. These violations are apparently due to the
intense competition for business within the HMO industry. Two cases have been closed. In both,
the commissioner imposed monetary penalties on the managed care organizations. Research on
other cases is continuing, and they are expected to be resolved in 1997.

Life Insurance Issues

The department adopted a rule governing life insurance illustrations in 1996. The rule, based on the
model regulation for life insurance illustrations developed by the National Association of Insurance
Commissioners, was effective January 1, 1997. As used in the rule, “illustrations” are presentations
or depictions that include non-guaranteed elements of a policy over a period of years. The rule

uture policy values shall be explained to consumers and how calculations of future policy values

‘establishcs how the various elements of a life insurance policy shall be described, how illustrations of

shall be projected.

Form and Rate Filings

The 1995-1996 biennium witnessed a steady increase in both the volume and complexity of health
insurance form filings. New products, many of which contain innovative and complex provisions,
were submitted to the Life and Health Analysts for review as the health insurance industry re-
sponded to increasing concern about costs, increasing marketplace competitiveness, the growth of
the managed care industry and increasing pressure to provide insurance for the uninsured.

Life and Health Form/Rate Filings

Forms Filed Fees Received
1995 6,881 $307,560
1996 7,414 $328,342
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Seniors’ Health Insurance Information Program

The Seniors’ Health Insurance Information Program, known as SHIIP, was established in 1986 by .
North Carolina Insurance Commissioner Jim Long in response to an increased number of calls,
letters and complaints from older North Carolinians confused by their health insurance options.

The activities and duties performed by SHIIP provide a valuable service to the State’s senior popu-
lation. SHIIP’s primary objective is to educate the public on seniors’ health insurance concentrating
on Medicare, Medicare supplements and long-term care insurance. SHIIP educates the public
using a three tier approach:

* by training volunteer counselors in all 100 counties of NC to educate and counsel their peers
on seniors’ health insurance

» by operating a toll-free hotline from the Raleigh SHIIP office, and
* by developing educational materials for use by consumers.

Since its creation SHIIP has trained more than 8,000 senior volunteers who undergo an extensive
24-hour training course to serve as SHIIP counselors. Currently there are almost 1,500 active SHIIP
volunteers covering all 100 counties in the state. SHIIP Education Specialists conducted 41 training
programs in 1995 and 25 in 1996, training a total of 427 volunteers. As a result of these trainings,
SHIIP volunteers documented cash savings to clients of $339,204.51 in 1995, and $110,981.00 in
1996. Inaddition to individual counseling SHIIP received 31,353 calls on the hotline during
1995-96. SHIIP creates a number of consumer publications on a yearly basis including the Med;-
care Supplement Comparison Guide and the Guide to Long-Term Care Insurance in North Carolina and
serves as a clearinghouse for many Health Care Financing Administration publications.

SHIIP is coordinated in cach county through an existing human service agency such as a Council
on Aging office, a Senior Center, or a Cooperative Extension office. These agencies serve as spon-
sors and provide important continuity, an available point of access and are models for interagency
cooperation. Currently there are 124 SHIIP sponsors in our state.

SHIIP Achievements:
= receipt of national recognition from the Council of State Governments
»  receipt of Medicare Beneficiary Services Award from HCFA in 1990

» training and informational workshops for NC Cooperative Extension Service agents on health
insurance

»  development and distribution of multimedia program called Medicare Myths which targets the
pre-retirement audience and details five common misconceptions about Medicare and how
these misconceptions can be hazardous to pre-retirement planning

»  development and statewide distribution of an informational video on long-term care insurance
* development of Employer Group Health Plans and Related Issues Module

* development of direct mailer project targeting all North Carolinians turning age 65 in 1996 '
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arket Examinations Division

he Market Examinations Division was created to monitor insurance company market practices,
especially as they affect consumers. The examination methods employed by the division are based
on a program developed by the National Association of Insurance Commissioners (NAIC). By
agreeing to pilot the NAIC program, North Carolina became the first state in the nation to conduct
market examinations along the lines promulgated by the NAIC.

The division is staffed by a deputy commissioner, a management support person, 13 field examiners
and two clerical support persons. The division monitors the activities of foreign and domestic
insurance carriers operating in North Carolina.

The division is divided into four regular examination teams, each capable of responding to special
problems or concerns related to company practices.

Examinations are conducted on a regular rotation so that all companies domiciled in North Caro-

lina will be examined on a four-year cycle and dominant foreign companies on a five-year cycle. A
company’s size usually dictates the number of analysts required for an examination. Most compa-
nies require no fewer than three analysts to conduct a thorough, effective examination.

Upon completion of the examination, and after a report has been submitted to the Commissioner of
Insurance, the company is required to take action on all areas of concern referenced in the report.

Examinations are divided into three categories: general, focus and market segment. The three types
of examinations require distinct protocols to ensure that companies are treated fairly and without

.prcjudicc or unfair discrimination.

Market Conduct Examinations

Year General Focus Market Segment
1994 6 36 14
1995 16 13 5

Managed Care and Health Benefits Division

The Managed Care and Health Benefits Division was established in 1992 to monitor and regulate
the activities of managed care entities including: health maintenance organizations (HMOs); pre-
ferred provider organizations (PPOs); utilization review organizations (UROs); managed care
indemnity health insurers; multiple employer welfare arrangements (MEWA); and third party
administrators (TPAs). The division’s emphasis is on how company activities affect consumers in
North Carolina.

In contrast to traditional indemnity health insurance, through which insureds obtain covered ser-
vices from health carc providers of their choice and with little consideration of plan requirements,
managed care plans determine many of the specifics of the delivery of care, such as the types of
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providers available, selection of individual providers, and programs and policies that insureds and
their treating physician must follow as a condition of receiving coverage.

As a result of the additional company and enrollee obligations present in the contractual relationship
under a managed care plan, special regulatory concerns, in addition to traditional concerns relating
to fair marketing practices, fair policyholder treatment, and financial capability, are warranted.

These concerns relate primarily to the provider nerworks utilized by managed care plans, and their
programs and policies designed to promote effective care and eliminate unnecessary care. Misappli-
cation of these tools and techniques could result in insureds not getting coverage for the services
promised under their policy, either through outright denial of coverage or through systematic
barriers to care.

The division accomplishes its work through several types of activities: market practice examinations
of companies, review of document filings required of companies, and data collection and analysis.
These activities are discussed below.

The division’s examination program has focused entirely on HMOs, with a few exceptions in earlier
years. This focus is due to the fact that HMOs employ the highest level of policies and techniques
to “manage care,” thus having the greatest potential impact on consumers, as well as due to the
need to utilize staff to pcrform statutorily prescribed examination duties. The examination program
prov1dcs for examination of each HMO on at least a triennial basis, as required by law, and includes
review of operational areas of a company, including management and control, provndcr network
development, utilization management programs, quality assurance activities, third- -party contracting
arrangements, marketing, member services, claims payment, and underwriting practices. Examina-
tions last berween two and nine weeks, depending on their type and areas covered. General exami-
nations entail comprehensive review of policies, procedures and practices in major operational areas
of the company. Compliance examinations are designed to ascertain whether the company has
taken corrective action to address problems found during the previous general examination.

The division is also responsible for reviewing filings for an HMO certificate of authority. These
reviews are conducted in consultation with other divisions in the department, including actuarial
and financial staff, and include review of applicant companies’ planned operations, as well as an on-
site pre-licensure examination. When resources permit, a licensure follow-up examination is con-
ducted approximately 12 months after a new HMO has been licensed. The purpose of follow-up
examinations is to ensure that actual operations are in accordance with that proposed in the
licensure application, as well as to review company policies and procedures relating to areas ad-
dressed in law or regulations.

HMO Examinations and Licensure Summary

Year Licensed General Compliance | Pre-Licensu | Follow-Up Total
HMOs Exams Exams Exams Exams Exams
1994 18 1 1 6 0 8
1995 22 5 4 10 7 26
1996 27 6 4 2 1 13 ‘
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In-house review is performed on form health care provider contracts used by HMOs and managed
.arc indemnity health insurers and annual registration filings from PPOs and UROs. Review of
these filings permits evaluation of company practices and compliance as indicated by their written

policies and procedures, data reporting, and assertions made by company officers. For form pro-
vider contracts and PPO registrations, review is performed to establish compliance with regulations
pertaining to carriers’ responsibilities for arranging the provider networks to which insureds are
directed. For URO registrations, review is performed to determine procedural compliance with
regulations governing the utilization review process, as well as the member appeal process when

care i1s denied.

Managed Care Filings

Year Provider Form PPO URO
Contracts Registrations Registrations

1994 not available 41 110

1995 250 (estimated) 84 140

1996 429 111 146

Commencing in the latter half of 1996, staffing resources have been dedicated to data collection and
analysis of the managed care industry. Better data is expected to be of use to the department, in

.both its policy-making and enforcement efforts, as well as to legislators, other policy-makers, and
researchers. Depending upon future directions, analyses useful to employers and/or consumers
could be developed. Examples of possible data usage as a result of efforts currently underway

include:

* the establishment of industry trends and norms relating to areas such as accessibility of provider
networks (e.g. the types and numbers of health care providers included insurers’ networks),
utilization management practices (e.g. rate of denials of care, the timing and results of member
appeals of such denials), member complamts about service and quality of care (e.g. reasons for

member complaints and companies’ policies for resolving complaints);

«  assessment of managed care penetration, enrollment trends, and demographic and geographic
enrollment information that may provide information about industry practices; and

+ compilation of summary company information that provides interested parties with an over-
view of managed care industry presence and performance in North Carolina.

The number of licensed TPAs has grown from 118 as of December 31, 1994, to 149 as of Decem-
ber 31, 1996. An additional 48 TPAs which serve only sclf-funded single employer plans were
registered with the Department as of December 31, 1996. Effective December 1996, TPA licens-
ing was moved from the Managed Care and-Health Benefits Division to the department’s Life and

Health Division.

‘ Since laws were enacted to license multiple employer welfare arrangements, six licenses have been
issued, three in 1993, two in 1994, and one in 1996.
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Public Services Group

The Public Services Group is comprised of the Agent Services, Consumer Services, Special Services
and Investigations Divisions.

The Agent Services Division regulates and issues licenses for insurance agents, adjusters, brokers
and appraisers. The division reviews license applications, licensing examinations, and maintains a file
on every licensed insurance professional doing business in the state of North Carolina.

The Consumer Services Division helps North Carolina consumers get answers to their insurance

questions and resolve their insurance problems. A highly-trained staff of consumer specialists .
advise and acquaint consumers with courses of action they may pursue to solve their particular

problems.

The Special Services Division is responsible for licensing and investigating complaints related to
insurance premium finance companies, professional bail bondsmen and runners, collection agencies
and motor clubs.

The Investigations Division is responsible for investigating criminal violations of North Carolina's
insurance laws. Requests for investigations come from within the department, consumers, law
enforcement agencies, local, state and federal agencies and insurance companies.

Consumer Services Division

The technical and complex nature of insurance generates a multitude of questions from the con-
suming public and from many segments of the insurance industry itself. Questions touching upon
all types of insurance products are handled by our Consumer Services Division. Each year the
division (a staff of 29 consumer service specialists and support personnel) provides valuable assis-
tance to a broad array of our citizens.

During the 1995-96 biennium, division staff handled an average of more than 100,000 telephone
calls and processed almost 10,000 written consumer complaints each year. A computerized data
format allows for continuous updates and changes on each complaint file. .
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Such computerized complaint handling and the accumulation of related information offers impor-
nt indications of how well departmental regulatory measures are affecting insurance market
ractices.

During the 1995-96 biennium, the consumer services staff was involved and active in a number of
areas:

*  The staff spoke to numerous community groups and educational gatherings on a variety of
insurance topics, including automobile, health, workers compensation, and specialty coverage.

*  The division helped to identify financially-troubled insurance agencies and assisted consumers
in the resolution of resulting problems.

e  The division, through its Market Assistance Plan, continued a remarkable record of helping
prospective commercial policyholders locate and procure hard-to-find coverage that reduced
their risks and allowed them to stay in business.

e  The division provided direction and information to the department’s Market Examinations
Division relating to complaint experience regarding insurance companies’ conduct in the
marketplace.

o  Staff provided front line participation at disaster recovery centers in the aftermath of natural
calamities such as hurricanes, tornadoes and flooding.

In 1995-96, Consumer Services proceeded with the development of a new PC client/server data
base. In early 1997, this new state of the art technology system will replace the division’s first ever
.tomputcr data base which was installed in 1985. The data collected and stored will be more readily
@ accessible, and will enhance significantly the division’s ability to monitor statutory and regulatory
compliance of the insurance industry.

The Consumer Services Division serves as a significant front line service organization. Division staff
continues to improve the quality of their service to consumers through professional training and
continuing education.

Agent Services Division

The Agent Services Division protects the general public of North Carolina by ensuring that indi-
viduals representing the insurance industry have an adequate knowledge of the industry and possess
the moral and ethical characteristics necessary to operate in a fiduciary capacity. The division’s main
function is to regulate all licensed agents, brokers, limited representatives, appraisers and adjusters
authorized to do business in North Carolina. This regulation includes all activities concerning
licensing, appointing and educating agents, brokers, adjusters and limited representatives (both
resident and non-resident) selling insurance and adjusting claims of insurance in North Carolina.

The division operates in three separate and distinct sections. The Licensing/Pre-Licensing Educa-
tion (PLE) Section establishes and administers minimum standards for licensure of agents, adjust-
ers, brokers and limited representatives as well as recommending regulatory action. Division staff
works closely with the Consumer Services Division, the Investigations Division, and the Attorney
General regarding regulatory matters.
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The Financial Section handles the billing and collection of all fees payable to the division. This
section is responsible for adhering to the state’s Daily Deposit Act and other state government
accounting procedures. All reports are audited by the State Auditor.

The Continuing Education Section establishes and administers minimum education standards to
maintain licensure through the Continuing Education program. This section also performs insur-
ance agency examinations to determine compliance with the North Carolina statutes and regula-
tions, and recommends regulatory action.

The division regulates the operation of 79 pre-licensing insurance schools conducted through
private vendors, trade associations, universities, community colleges, and technical institutes. In
addition, there are 4,661 approved continuing education courses being offered by 560 providers.
An additional 235 seminars were approved for continuing education credits during 1996.

Agent Licensing Activity

1995* 1996*
Examinations 13,852 13,506
Licenses Issued 21,1585 . 23,109
Agent Appointments 128,770 150,685
Certification Letters 18,052 16,423
Renewals/Appointments 317,864 388,782

* Reflects dates 1/1/95 through 12/31/95
** Reflects dates 1/1/96 through 12/19/96

In August 1996, the Licensing Voice Response Unit (VRU) was activated, (919) 981-5244. This
number provides access to license status and general licensing information. The division is cur-
rently developing a computer program for the electronic download of insurance companies’ ap-
pointments and terminations

The Continuing Education Voice Response Unit (VRU) is a toll-free number, 1-800-931-7111.
Licensees may call this number from 7:30 a.m. - 11:30 p. m. Monday through Saturday to access
their continuing education records and information on continuing education courses currently
being offered.

The division continues to conduct routine examinations of insurance agencies. These examinations

are conducted daily across the state by field examiners. The examination process gives the division

an opportunity to review the records and operations of NC agencies. The purpose of the examina-

tion is to ensure that agency staff is appropriately licensed, review financial information, determine

if files are accurately underwritten and to recommend continuing education courses. There has

been a noticeable decrease in the number of agencies that have gone out of business since the
implementation of routine examinations. The rules governing the continuing education program

have been revised to 