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Appropriations Committee on General Government
Glossary of Budgeting Terms

General Government Agenc'~~ ~nd Common ***-2viations:

Department of Administration (DOA)
Department of Insurance (DOI)
Department of Military and Veterans Affairs (DMVA)

Department of Revenue (DOR)
- CAF: Collections Assistance Fee
- ITAS: Integrated Tax Administration System
- TIMS: Tax Information Management System

Department of State Treasurer (DST)
- Fire Rescue National Guard Pensions & LDD (Line of Duty Death) Benefits

Ethics Commission
- SEI: Statements of Economic Interest

General Assembly (NCGA or GA)

Housing Finance Agency (HFA)
- CLHF: Community Living Housing Fund
- HOME: Home Investment Partnerships Program
- HTF: Housing Trust Fund
- WHLP: Workforce Housing Loan Program

Office of Administrative Hearings (OAH)
- ALIJ: Administrative Law Judge

Office of the Governor
- Office of the Governor ! 2=cial Fund

Office of the Lieutenant Governor (Lt. Gov.)
Office of the State Auditor (OSA)

Office of State Budget and Management (OSBM)
- OSBM Special: Office . state Budget and Management Special Appropriations Fund

Office of the State Controller (OSC)
- NCAS: North Carolina Accounting System
- FICA: Federal Insurance Contribution Act
- BEACON: Building Enterprise Access for NC's Core Operation Needs
- CAFR: Comprehensive Annual Financial Report

Office of State Human Resources (OSHR)
- PMS/LMS: Performance Management and Learning Management Systems
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Appropriations Committee on General Government
Glossary of Budgeting Terms

- RTR: Reorganization through Reduction
- Temp Solutions: Temporary Solutions program

Secretary of State (SOS)

State Board of Elections (SBOE or SBE)
- SEIMS: State Elections and Information Management System

Common Budget Terms:

Appropriation: An action by the General Assembly authorizing withdrawal of funds from the State
treasury pursuant to Article V. Sec. 7 of the North Carolina Constitution. An enactment by the
General Assembly that authorizes, specifies, or otherwise provides that funds may be used for a
particular purpose is not an appropriation.

Authorized Budget: The working budget composed of the certified budget plus allowable budget
revisions and adjustments authorized in G.S. 143C-6-4.

Availability: A reference to the total amount of money available, including unreserved fund balance
and all receipts and revenue anticipated in a fiscal year.

Availability Statement: A list of revenue anticipated to offset the expenditures or appropriations
included in the budget bill. G.S.143C-5-3 requires the legislature to include a list or statement in
the annual appropriations act for the General Fund. Highway Fund, and Highway Trust Fund.

Base Budget: The part of the State budget that provides the basi ne for the next biennium. The
authorized budget is used as the starting point and adjusted for federal payroll taxes,
annualization of programs and positions, adjustments for recurring and nonrecurring items during
a prior fiscal biennium, adjustments for receipt projections, and reconciliation of inter- and intra-
governmental transfers. Section 6.4 of S.L. 2014-100 amended the State Budget Act, repealing
G.S. 143C-1-1(d)(7a), the definition of Continuation Budget and added G.S. 143C-1-1(d)(1c)
establishing the Base Budget.

Biennium: The two fiscal years beginning on July 1 of each odd-numbered year and ending on June
30 of the next odd-numbered year.

Bill Figures: Specific appropriations, found at the beginning of the annual appropriations act, for
State agencies and other items of statewide significance such as pension and employee
compensation adjustments. In the first year of a biennium (a two-year budget) these amounts
represent only that portion of each agency's total appropriation derived from general purpose
revenue (such as sales and income taxes). In the second year of a biennium these numbers
represent changes to the originally enacted appropriations made in the first year of the biennium.
Agency receipts and other sources of funding are appropriated by reference to the Governor's
Recommended Budget.
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Appropriations Committee on General Government
Glossary of Budgeting Terms

Budget Technical Corrections: A bill introduced (following enactment of the main budget bill) to
address technical issues or errors in the enacted budget. Other non-technical items may be
included in the bill.

Capital Improvements: Nonrecurring appropriations for new construction, rehabilitation or repairs
of existing facilities, and real property acquisition.

Carryforward: Funds appropriated but unspent in a fiscal year that are brought forward for
expenditure in the following year.

Certificates of Participation (COPs): Tax-exempt bonds issued by government entities usually
secured with the pledge of appropriation. COPs enable governmental entities to finance capital
projects such as prisons, office buildings, and land. Backed by a pledge of appropriation, this type
of special indebtedness does not pledge the faith and credit of the State and does not require voter
approval.

Certified Budget: The budget as er ted by the General Assembly, including adjustments made for
(i) distributions to State agencies from statewide reserves appropriated by the General Assembly,
(ii) distributions of reserves appropriated to a specific agency by the General Assembly, and (iii)
organizational or budget changes mandated by the General Assembly.

Committee Report (Money Report): A compilation of all legislative adjustments made to the
Governor's Recommended Base Budget. The Committee Report lists each adjustment and
provides a brief description along with guidance on specific items or explicit legislative intent.
This report is used to construe the intent of the appropriations act (G.S. 143C-5-5).

Consensus Revenue Forecast: A statement of anticipated taxes, fees, and other money the State
General Fund is expected to receive during a fiscal year, independently developed by the Fiscal
Research Division and the Office of State Budget and Management. The consensus forecast may
be used by the Governor and the General Assembly when formulating their respective budgets.

Contingency and Emergency Fund: A special fund which the Director of the Budget may expend
for emergencies or other unanticipated needs with approval by the Council of State and as
authorized by G.S. 143C-4-4.

Continuation Review: A legislatively mandated budget review which (1) requires specified
programs whose funding was made nonrecurring to provide written reports and (2) authorizes the
Appropriations Committees of 2 Senate and the House of Representatives to review those
reports to determine whether to restore funding for those programs.

Continuing Resolution (CR): A short-term appropriations bill that keeps State government fur d
and operating when the legislature fails to enact a new biennial budget prior to June 30" .The
need for and composition of a CR varies but most often extends the State's spending authority at
specified levels and for a specified period of time.

Current Operations: The costs associated with the daily activity of programs supported by the State,
such as salaries, utilities, and travel; excludes capital improvements and repairs and renovation
costs.
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Appropriations Committee on General Government
Glossary of Budgeting Terms

Debt Service Fund: A budgeting and account entity used to administer the accumulation of funds
and the payment of general long-term debt principal and interest.

(Departmental) Receipts: Fees, licenses, federal funds, grants, fines, penalties, tuition, and other
similar collections or credits generated by State agencies in the course of performing their
governmental functions that are applied to the cost of a program administered by the State.
Departmental receipts may include funds transferred into a fiscal year from a prior fiscal year.

Enacted Budget: The budget as enacted by the General Assembly in the annual Current Operations
Appropriations Act in accordance with Article 5 of Chapter 143C. The enacted budget usually
includes items funded through various reserves but not yet distributed to State agencies.
Examples include the funding needed to bring a new building online during the fiscal year and
funds anticipated for economic incentive projects.

Encumbrance: A financial obligation created by a purchase order, contract, salary commitment,
unearned or prepaid collections for services provided by the State, or other legally binding
agreement.

Entitlement: A government program that provides individuals, state and local governments, with
personal financial benefits or services to which an indefinite number of potential beneficiaries
have a legal right (enforceable in court. if necessary) whenever they meet eligibility conditions
that are specified by the standing law that authorizes the program. The best known example of an
entitlement program at the state level is Medicaid.

Enterprise Fund: A fund used to account for any activity for which a fee is charged to non-state
entities for goods or services and for which that fee is the principal source of revenue. Examples
include the N.C. State Lottery Fund and the N.C. State Fair.

Exempt from the Human Resources Act (EHRA): A designation (previously referred to as EPA)
for government positions not subject to Chapter 126, the State Human Resources Act and the
policies, procedures and rules adopted by the State Human Resources Commission.

FExpansion Budget: The part of the State budget which provides for new programs, growth of
existing programs, and increases in salaries and benefits.

Fiscal Note: A formal fiscal estimate, including a brief statement of costs and revenue impact, for the
first five fiscal years the legislation would be in effect. GS_143C-2-3 requires a State agency
proposing a bill that affects the State budget to prepare a fiscal analysis for the bill and submit the
analysis to the Fiscal Research Division upon introduction of the bill.

Fiscal Memorandum (Memo): Provides the same fiscal analysis as a Fiscal Note, except a Fiscal
Memo is confidential to the requestor. Analyses on draft bills and committee substitutes that have
not been formally introduced are considered Fiscal Memos. A fter the bill has been made public or
filed, the Memo may be converted to a Fiscal Note. Everything related to a Fiscal Memo is
confidential and staff may not discuss any aspect of the Memo, or even acknowledge its
existence. unless authorized by the requesting legislative member.
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Appropriations Committee on General Government
Glossary of Budgeting Terms

Full Time Equivalent (FTE): A unit used to quantify staffing. One FTE (1.0) is a full year, -
hour-per-week position.

Fund: A fiscal and accounting entity with a self-balancing set of accounts recording cash and other
resources, together with all related liabilities and residual equities or balances., and changes
therein, for the purpose of carrying on stated programs, activities, and objectives of State
government.

General Fund Operating Budget: The sum of all appropriations from the General Fund for a fiscal
year, except appropriations for (i) capital improvements, including repairs and renovations, and
(ii) one-time expenditures due to natural disasters or other emergencies.

General Fund: The fund to which revenues are deposited that are not designated for special purposes
and are therefore available to support the general operations of State government.

General Obligation Bond: Bonds used for funding permanent public capital improvements such as
buildings and roads. The repayment of these bonds is made from the levy of taxes, and voter
approval is required per the NC Constitution.

General Purpose Revenue: Revenue derived primarily from taxes and various fees not required by
law to be deposited into a specific fund other than the General Fund and are not designated for
special purposes.

Highway Fund: The special revenue fund to which revenue designated for transportation-related
operations, maintenance, and improvements is deposited.

Highway Trust Fund: A special revenue fund established in 1989 for the completion of certain
specified highway construction projects. The Highway Trust Fund is used to fund projects
selected through the Strategic Transportation Investments Act (S.L. 2013-183), N.C. Turnpike
Authority projects, administrative costs and transportation debt.

Internal Service Fund: A fund which accounts for any activity that provides goods or services to
other funds, departments, or agencies of the State and its component units, or to other
governments on a cost-reimbursement basis.

Justification Review: A review of selected programs and initiatives conducted by the Fiscal
Research Division. These reviews are part of a pilot zero base budgeting exercise that was first
authorized in S.L. 2005-276. Section 6.34.

Lapsed Salaries: Surplus funds resulting from the salary and associated benefits not expended for
temporarily vacant positions. 7 '43C-6-9 prohibits the use of lapsed salaries for recurring
purposes.

Management Flexibility Reserve: A method by which a legislatively mandated budget reduction is
imposed without detailing the specific lines of expenditure to be decreased. This method is also
known as a negative reserve.
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Appropriations Committee on General Government
Glossary of Budgeting Terms

Negative Reserve: A budget reduction imposed without detailing the specific lines of expenditure to
be decreased. (See also management flexibility reserve.)

Net General Fund Appropriation: An appropriation of the General Fund’s general purpose revenue.
Total requirements — departmental receipts = net General Fund appropriation. (See also total
requirements and departmental receipts.)

Nonrecurring: A term applied to revenue or expenditures that are for one-year only.

Nontax Revenue: Revenue that is not a tax proceed or a departmental receipt and that is required by
law to be credited to a specific fund.

Receipts: See Departmental Receipts

Repairs and Renovation Reserve: A reserve in the General Fund to provide for the repair and
renovation of State facilities and related infrastructures that are supported from the General Fund.
(G.S. 143C-4-3)

Requirements: See Total Requirements

Reversion: The unexpended, unencumbered balance of an appropriation at fiscal year end that
reverts, as required by law, to the fund from which the appropriation was made.

Salary Reserve: Funds that accumulate when a position is downgraded or filled at a salary amount
less than the amount at which it was budgeted. Salary reserve can be used to increase the salary of
other positions due to promotion and/or reclassification or filling a position at a salary higher than
that at which the position was vacated.

Savings Reserve Account: A component of the unappropriated General Fund balance that is
maintained as a reserve to address unanticipated events and circumstances such as natural
disasters, economic downturns, threats to public safety. health, and welfare, and other
emergencies. (GS_143C-4-2)

Self-Liquidating Debt: Debt obligations whose principal and interest are payable primarily from the
earnings of enterprises for the construction or improvement of which they were originally issued.

Special Provisions: Language contained in the annual appropriations bill that sets forth legislative
expectations and directives that govern the expenditure of funds and other requirements. Special
provisions have the force of law and typically pertain directly to the budget and may be
substantive, amending existing laws or creating new laws.

State Agency: A unit of the executive, legislative, or judicial branch of State government, including
departments, institutions, divisions, commissions, boards, councils, and constituent campuses of
The University of North Carolina. The term does not include a unit of local government or a
public authority.

State Funds: Any moneys, including federal funds. deposited in the State treasury, except monies
deposited in a trust fund or agency fund as described in G.S. 143C-1-3.
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Appropriations ( mmittee on General Government
Glossary of Budgeting Terms

Special Revenue Fund: A fund used to account for revenue designated by law for a specific purpose:
revenue deposited must remain in the fund until expended for that purpose.

Statutory Appropriation: An appropriation that authorizes the withdrawal of funds from the State
treasury during fiscal years extending beyond the current fiscal biennium, without further act of
the General Assembly.

Subject to the Human Resources + t (EHRA): A designation (previously referred to as SPA) for
government positions that are subject to "o 126, the State Human Resources Act and 2
policies. rules and procedures adopted by the State Human Resources Commission.

Tax Expenditures: Revenue that the State foregoes through the provisions of State law that allows
(1) deductions, exclusions or exemptions from the taxpayers’ taxable income, (2) deferral of tax
liability, or (3) preferential tax rates.

General Fund Availability: The sum of the beginning General Fund unreserved fund balance,
various general purpose taxes such as sales and income tax, and nontax revenue including judicial
fees and interest income.

Total Source of Funds: All funding sources including the General Fund’s general purpose revenue
and agency revenue, special fund revenue (such as gasoline taxes or sale of fishing licenses); and
enterprise fund revenue as certified by the Office of State Budget and Management.

(Total) Requirements: The total cost associated with a proposed expenditure of funds regardless of
source of funds. Total requirements — departmental receipts = net General Fund appropriation.
(See also departmental receipts and net General Fund appropriation.)

Unreserved Fund Balance: The available cash balance in a fund effective June 30 after excluding
documented encumbrances, unearned revenue, federal grants, statutory requirements, and other
legal obligations. Beginning unreserved fund balance equals ending unreserved fund balance
from the prior fiscal year.

Veto: An act by the Governor to reject an entire legislative measure. Article ll. Sectic~ °” of the NC
Constitution provides the Governor with authority to reject or veto a bill. including the budget,
enacted by the General Assembly.
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Senate Committee on Appropriations on General Government and Information
‘ Technology
Tuesd: , February 21, 2017 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES
The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on February 21, 2017 in Room 425 of the Legislative Office Building. 5
Senators were present and 8 House 1embers were present.
Senator Jeff Tarte, Chair, presided.
Senator Tarte opened the meeting (@ 8:31 a.m. Chairman Tarte introduced the pages and the Sgt.
of Arms. Goals for the committee were suggested and staff introduced themselves. Senator
Tarte challenged the committee to always ask the question “if you had a dollar, how would you
spend it?”

The chairs and staff introduced the selves.

Lisa Hollowell, from the fiscal research division, gave an overview of the budget process and
schedule and reviewed the government agencies that will be presenting to committee.

‘ Cara Bridges, from the fiscal research division, gave an overview of the glossary of usefi terms
in understanding budget terminology and state agencies.

Questions asked by members:

1. (Tarte) who do agencies s >»mit requests to?

2. (Pittman) does the Governor have input to requests made for appropriations?

3. (Alexander) what happens ) extra “left over” funds?

4. (Brody) House Bill 36 savings reserve special fund? (Lisa H to check)

5. (Brody) do we require age ies to designate lapse salaries?

6. (Tarte) what are the 2 most common requests (staffing, computer projects)?

7. (Barringer) if agencies are lanning a change to the structure, make sure to deter (ne if
there is a need

8. (Edwards) try and adhere to standards of supervisor to employee ratios

9. (Ford) important oversight on systems replacement — no wasted money

10. (Clampit) results driven projects and accountability for IT purchases

11. (Pittman) make sure to utilize Dale Folwell

12. (Barringer) liquidated damages clause — need motivation to finish job, not dis-incentive
to drag out projects

13. (Tarte) solid contracts

Chairman Tarte closed the meeting by thanking staff and challenging the committee to avoid
’ policy in budged and avoid unfunded mandates. He asked members to keep alert for committee






notices and possible time changes. Then he introduced the two House pages who arrived late for

. the meeting.

aeeting adjourned at 9:42 a.m.

//./)Z/(/ _

Jeff Tarte, Chair Jan Copelind, Committ€e Clerk
g







Principal Clerk
Reading Clerk

Meeting in Room 425 LOB

SENATE
NOTICE OF JOINT COMMITTEE MEETING
AND
B. .L SPONSOR NOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROOM

Tuesday February 21, 2017 8:30 AM 425 LOB

Senator Jeffery P. Tarte will chair this joint budget discussion

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair
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The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROOM

Tuesday February 21, 2017 8:30 AM 425 1.OB

Senator Jeffery P. Tarte will chair this joint budget discussion

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair






Joint Appropriations Committee on General Government
F¢ ruary 21,2017; 8:30 AM
LOB 425

Agenda

Chairs:
Sen. Jeff Tarte, Presiding
Rep. George Cleveland
Sen. Tamara Barrir er
Rep. Dennis Riddell
Sen. John Alexander

Chairs’ Opening Commei1 ; and Committee Discussion

Overview of Budget Process & Schedule and
General Government Agencies Lisa Hollowell, ] D

Useful Terms Cara Bridges, FR

































Budgeting Terms — Appropriation,
Requirements, and Receipts

An enactment by the General Assembly authorizing the

withdrawal of money from the State treasury.
State Budget Act — Chapter 143C-1-1(d)(1)

“No money shall be drawn from the State treasury but in
consequence of appropriations made by law.”
NC Constitution, Art. V Section 7

Total Requirements — The entire agency’s budget for a
1scal year (Ju y — une).

Total Receipts — Total of sources of funds available for
operations of the agency.

j  FISCAL RESEARCH DIVISION 10 February 21,2017
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Preparation

Office of State Budget and Management (OSBM) 1s responsible for
preparing the Governor’s Budget that is recommended to the General
Assembly.
For FY 2017-19 long session, budget work »>egan last year:
August — OSBM issues instructions to agencies
October — Agencies pre jare required worksheets, suporting
| documentation & determine departmental priorities
ApproX.  p gyember — Januai — OSBM negotiates with agencies, finalize
11 recommendations and meet with Governor
Month  Fep/March — Governor’s Budget will be fina and prepared for
Process printing
Feb/March — Appropriations subcommittees meet for briefings,
deliberations, and msa e recommends 1ons
June — GA will enact a biennial budge

,,,,,,,,,,,,,,,,,,,,,,,
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O . ®
Budgeting Terms: B 1dget Types

Certified Budget: The budget as enacted by the General Assembly, plus any funds appropriated to
reserves to be alloce :d to agencies.

Ex.: The 2017 Budget appropriates $10,000 for Agency Y to buy 10 computers.
Certified budget = $10,000.

$12,000 $11,000
$10,000

Authorized Budget: The certified budget updated to
reflect line-item rez ocations approve: by the Office of
State Budget and Management (OSBM).

$6,000
Ex.: Agency Y needs 11 computers. They want to take some
money from the furniture budget to pay for it.
Authorized budget = 311,000. o T

Certified Authorized Actual

Actual Budget: he budget as it was ir >lemented.

Ex.: The Division of State Purchase and Contract got the State a great deal on computers. The
final cost for Agency Ys 11 computers is 35,500.

Actual budget = 85, 0.

1 FISCAL RESEARCE )IVISION 13 February 2 ,2017
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» Committee Meetings -’ 1 :sday, Wednesday, & Thursdays @ 8:30

» Staff and Agency Presentations
> Staff Overviews (inc uding review of base budget)

® L
Nex ' Steps

» Agency/Department Presentations to aclude:

>
>

>

>

>

How does the agency measure effect veness and what are the outcomes?
How does the agency measure efficiency? Do you have metrics that you use
to monitor agency performance? If so, please provir 2.

Are you planning any changes to the current structure of your

organization? Will this impact your agency’s budget?

What are your overall goals for your department/agency over the next
biennium? What are your budget requests/needs for the biennium?

Other internal efforts

» Fiv [ Chairs’ Gu ince

CAL RESEARCH DIVISION
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Senate and House Appr« riations Committees Guidance February 15, 2017

Joint Base Budget Revi | Educational Meeti

e Review the Base Budget.

» Provide members with fundamental budget and program information they need to make informed decisions;
» Provide members with information on agency operations.

> Review budget documents that include key spending areas, receipts, grants and other sources of funding.
» Focus on any problematic expenditure trends.

e Develop a Committee strategy “~~*~ed to focus discussion and presentations on achieving budget priorities.
> Use the long session to tocus on broad budget policy initiatives.

» During the short session, make necessary adjustments and determine where agencies are in achieving required outcomes.

e Determine which programs and initiatives work.
> Realign funds from obsolete or ineffective programs to invest in proven programs and practices with positive outcomes.
> Use reliable program evaluations and reports: study committee reports, program evaluation reports, audits, and agency reports
submitted to Governmental Operations, oversight committees, Full Appropriations or iscal Resear
» When applicable, consider adding new evaluation requirements that will provide information members can use to determine the funding
level of new or existing program or initiatives.

Other Joint Committee Guid

e Conduct Joint Base Budget reviews and educational meetings beginning Tuesday, February 21.
e Maintain transparency by holding open meetings and posting documents to Committee websites.
e Consult with other Committees on items that cross Committee areas.
e Refer statewide items to the Full Chairs.
> Salary-related items, debt service, capital and other statewide issues
¢ Plan to meet with the Full Chairs on the committee’s progress reviewing agency base budgets and assessing State programs and other
Committee guidance. v
e Use the Joint Calendar to plan and complete your Joint work by the established deadlines.

'ISCAL RESEARCH DIVISION 2 February 21,2017
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Tuesday, February 21, 2017
Session: 12:00 PM

Committee

Room

Time

Staff
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Approp. On General
Government and
formation Technology

425

8:30 AM

Ashley Swallows

Rep. Mark Brody

Grey Thompson

Rep. Grier Martin

Wednesday, February 08, 2017

Page: 1 of 1
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Joint Committee on Appropriations, General Government
Wednes 1y, February 22, 2017 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES

The Joint Committee on Appropriations, General Government met at 8:30 AM on February 22,
2017 in Room 425 of the Legislative Office Building. Representatives Ager, Brody, .ampitt,
Cleveland, Floyd, Ford, Pittman, ai  Riddell attended. Rep. Adcock had an excused al €.
Senators Barringer, Tarte, Edwards, and Van Duyn were in attendance. Staff Members Lisa
Hollowell, Cara Bridges, and Chris Hearley were in attendance. Attached to the Minutes are the
Staff for the Sergeant at Arms (Attachment #1), the Pages for the meeting (Attachment #2), and
the attendance sheets for agency representatives and the public visitors (Attachment #3).

Representative George G. Cleveland, Chair, presided.

Brent Lucas from the Program Evaluation Division presented the topic “Spans of Control in NC
State Government Departments. His handouts are labelled Attachment #4 and Attachment #5.

After his presentation, there was discussion.

Sen. Edwards asked why the survey was repeated every 5 years, instead of 2.

Mr. Lucas answered that it would be exhaustive and very difficult to re-do every 2 years.

DHHS has been the only agency to meet the standards, because Aldona Vos wanted to
modernize her department. It can be done.

Rep. Brody questioned the span of :8. Are we paying for too many supervisors? Do we need
more? Mr. Lucas responded that it was based upon the classification of the employee.

Rep. Floyd referred to slide 24 and questioned the variances in salary for executive officials.
Rep. Cleveland stated that the legis  re has wanted to bring the salaries to market level.

Mr. Lucas said that spans of 1:2 o1 would be the result of rewarding people by makii  them
supervisor, which would pay more. He said that OSHR should make available an alternate
reward. Greater skills could be recognized as technical leadership, and receive a larger salary.

Rep. Riddell referred to page 3 of the report and asked how NC compares to | vate sector
companies. Mr. Lucas stated that ere are five layers at Kodak. Rep. Riddell asked if there
were a standard methodology to evaluate the layers. Mr. Lucas replied that the Beacon system
was used, but that ideally there wou be a standard chart methodology. There are agencies with
no chart, but that could be corrected with new legislation.






Sen. Tarte wanted to discuss stated supervision versus actual supervision. He v 1ted a
clarification of what supervision was: a time sheet, annual review, or project. Mr. Lucas said
that a time sheet and an appraisal could do the job. Sen. Tarte asked if organizational structures
versus matrix structures could account for the indirect relationship. He wanted to know if
promotion for the purpose of higher salary was used appropriately. Mr. Lucas also commented
that there was a dearth of data, making it difficult to do the report. Mr. Lucas used Beacon data
where possible. OSHR should document circumstances whereby someone is made a supervisor,
however, that expectation is neither expected nor monitored.

Sen. Edwards said we need a clear report on the appraisal system and we should do it in the
appropriations process since the number of state employees we have is about 325,000. We
should challenge agencies to justify layers of hierarchy. We have had 20 years of technology to
improve efficiency so we should need fewer layers.

Rep. Floyd said that organizations should provide a chart and narrow it down to 7 layers.

Sen. Barringer said that we are operating on a 40 year old model. Employees should be
compensated appropriately but not on how many timesheets are signed.

Rep. Brody said that we should offer compensation based on the efficiency of people, not on

what the agency does. If we appropriate less, the agency will make people or the agency itself
more efficient.

Rep. Cleveland stated that the overall concept is to make the system more efficient. OSHR and
OSBM need to be in dialogue over the issue of layers.

The meeting adjourned at 9:20 AM.
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Most Departments’ Spans of Control and
Number of Organizational Layers
Do Not A zet Recommended Levels

A presentation to the Joint General Government
Appropriations Committee

February 22, 2017

Brent Lucas, Program Evaluator

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY

Our Charge

* Directive: Ex< 1ine the efficiency and
effectiveness of spans of control and
organizational layers in state government
executive offices

* Evaluated 21 principal departments designated
by statute as of June 2016

* Report reviewed by
— Office of State Budget and Management (OSBM)
— Office of Sta  Human Resources (OSHR)

ReporT P- 2 PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Two Concepts of
Organizational Design

* Span of Control

— Refers to how many employees a supervisor oversees

* Organizational Layers

— Refers to the number of levels in an organization’s
hierarchy

Report p. 2 PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY

Overview: Findings

* Finding 1: Only 1 of 21 departments meets the
recommended minimum supervisor-to-employee
ratio (on average)

* Finding 2: 10 of 21 departments have more than
the recommended maximum number of
organizational layers

* Finding 3: Executive offices of the 21 departments
consist of 237 positions, which vary in number of
subordinates, layers, and salaries

* Finding 4: State departments have broad
discretion to determine their organizational
structures and receive limited guidance

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Overview: Recommendations

The General Assembly should

* Recommenc tion 1: Direct OSHR to take ste, 3
to monitor departments’ spans and layers

* Recommendation 2: Direct OSBM to report
periodically on each department’s spans and

layers
PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
~ackground
PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Concept 1: Span of Control

* Span of control refers to the number of employees
a supervisor oversees
— Expressed as a ratio (e.g., 1:5)

* ldeally, a supervisor has a span that provides the
level of supervision employees need to perform
their work efficiently and effectively

* Potential consequences of low spans are
supervisors having too much time to micromanage
and failing to adequately delegate responsibility

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
Report pg. 3-6 7

Concept 2: Organizational Layers

* Layers refer to the number of levels within an
organization’s hierarchy
— From the highest level (department head) to the lowest
level (front-line employees)
* |ldeally, the number of layers allows free, efficient,
and effective communication throughout the
organization

* Potential consequences of high numbers of layers
are a lack of accountability and slower
communication and processes Report pg. 5
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Finding 1

Of 21 state government departments, all but
one have lower supervisor-to-employee
ratios, on average, than the recommended
statewide minimum ratio of 1:8

Reportp. 7

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY 1

Recommended Span of Control

* OSBM’s 1996 recommended span of 1:8 was
developed using a state-specific data-driven
approach

* Other states have standards for spans, but they do
not appear to be data-driven
— Texas requires 1:11

— lowa requires 1:15, which 15% of departments met in

2015
— Oregon requires 1:11, which 66% of departments met
in 2016
Report pp. 7-8 PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Finding 3

Executive off es of state government
departments v ry in terms of their spans of
control, number of layers, and salaries

Report p. 15
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Executive Offices Consist of 237 Positions
Across the 21 Departments

* Represent .003% of all state positions
* Number and placement of executive office
members varies across « :partments

— Range from administrative assistants to agency heads
— Range from a count of 2 (Lt Gov) to 30 (DOL)

— Can be foun in the first to fifth layers of departments

* 84% are supervisors and spend 24% of their time
on supervisory responsibilities

Report pp. 16-18
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Executive Office Members Have Lower
Spans of Control than Statewide Average

[ 2 o _—

Executive
Office 1:5.6 33% 27%
Members
All State 1 ¢ 3 30% 33%
Positions
Report p. 1/ PROGRAM EVALUATION DIVISION "~ NORTH CAROLINA GENERAL ASSEMBLY

Executive Office Members’ Salaries Total
$26.3 Million and Average $111,000

* Average executive office member salaries in
departments range from approximately $71,000
(DMVA) to $147,000 (DIT)

* Total salary expenditures range from $245,676 (Lt.
Gov) to $2.8 Million (DHHS)

Report pp. 19-20
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State’s Col scourage
Maximizing Spans and Minimizing Layers
* Theory: a popular way departments reward state
employees is to make them supervisors

* PED found some support for this theory

— Executive office supervisors earn $45,000 more than non-
supervisors

— For each additional position an executive office supervisor
oversees, his/l - salary increases by nearly $3,000

— For every lay¢ an executive office employee moves up,
his/her salary creases by $18,000

Reoort pp. 20-21
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Finding 4

State departn :nts have broad discretion to
determine the organizational structures
and receive | ited guidance

Report o. 21
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State Law Provides Departments Broad
Discretion in Determining Their Structures

* State Constitution provides the Governor with broad
authority

* Executive Organization Act of 1973

~ Grants discretion to department heads to establish organizational
units or take personnel actions for efficiency

— Provides the nomenclature for five organizational layers, from the
department head to a unit supervisor

* Human Resources Act specifies how many positions can be
exempt

* Various statutes require certain positions in departments
Report pp. 21-23
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OSBM and OSHR Provide Ad Hoc Guidance
On These Topics to Departments

* Conduct activities relating to spans and layers but
do not provide systematic guidance for
departments

* Neither OSBM nor OSHR require departments to
— update and publish organization charts online

— submit BEACON supervisory relationship changes in a
timely manner

— monitor and report on spans and layers Report pp. 23-25
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Rec mmendations

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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O

Recommendation 1

The Generr Assembly should direct
OSHR to t¢ @ steps to proactively
monitor st ‘e department spans of
control ani organizational layers

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Recommendation 1

* The General Assembly should direct OSHR to

— Develop standards promoting a consistent nomenclature
for executive office positions

— Develop standards for departments to submit BEACON
changes in a timely manner

— Develop a formalized organization chart format and
require departments to regularly publish charts online

— Establish formal policies and procedures for current
activities to incorporate spans ¢ d layers

Report pp. 26-27
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Recommendation 2

The General Assembly should direct
OSBM to report every five years on
each state department’s span of
control and organizational |« yers.

Rannrt n 2R
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St 'mary: Findings

* Only 1 depart :nt (DHHS) meets the recommended
statewide spar f control ratio for supervisors (1:8)

* 10 departments exceed the recommended number of
organizational layers (7 layers)

* Departments’ executive office members include 237
positions with v 'ying spans, layers, and salaries

* Departments have broad discretion to structure
themselves, and OSBM and OSHR provide limited
guidance on spans and layers

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY

a9

Summc y: Recommendations

The General Assembly should

1. Direct OSHR to proactively monitor the spans and
layers of ¢ partments

2. Require O 3M to report every five years on
spans and 1yers

PROGRAM EVALUATION DIVISION NORTH CAROLINA GENERAL ASSEMBLY
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Spans of Control and Organizational Layers Report No. 2016-12

The 2015-2017 Program Evaluation Division Work Plan directed the
Purpose and Division to study the spans of control and organizational layers of state ‘
Scope depa‘rtment executive offices. This study addresses three research

questions:

1. What factors guide how state department executive offices are
structured?

2. What is the composition of organizational layers in executive
offices, and what is each manager’s span of control?

3. How does the structure and span of control of each department’s
e: utive office compare with other departments and with best
practices?

The Program Evaluation Division collected data from several sources:
® a survey of state employees identified as members of departments’
executive offices;
e interviews with and queries of the Office of State Human Resources
(OSHR) and Office of State Budget and Management (OSBM);
e review of academic and practitioner literature on spans of control
and organizational layers;

e review of four OSBM reports from 1996 to 1998 on spans of
control and organizational layers;

e review of other states that have passed legislation related to span
of control; and

® review of statewide data including salaries and supervisory
relationships from BEACON as of June 2, 2016.!

The Program Evaluation Division included 21 state departments defined
and designated as principal administrative departments by the North
Carolina State Constitution and General Statutes. Exhibit 1 provides
descriptive information about each of the 21 departments, including the
acronym by which they will be referred to hereafter in this report and their
designation as either a

e Council of State department, with an elected department head (n =
J departments),
e Cabinet department, with a department head appointed by the
Governor {(n = 10 departments), or
e Other department, with a department head appointed by another
entity (n = 1 department).

! BEACON (Building Enterprise Access for North Carolina’s Core Operation Needs) is the State’s human resources and payroll

infrastructure system. The data accessed for this study did not include Temporary Solutions staff, which some departments rely heavily

upon, because these staff are not always assigned to their respective departments in BEACON. Data from the Department of Revenue

was accessed on June 16, 2016 because of pending organizational changes. Shortly after the Program Evaluation Division obtained

BEACON data from the Office of the State Controller, the Office of the State Auditor (OSA) notified the Division of a significant ‘
organizational restructuring not yet reflected in BEACON; although OSA is included in this report, findings related to this office are

based on a prior organizational structure.
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are asked to oversee more employees typically show a corresponding
decrease in the number of layers, thereby reducing the distance from an
orgc zation’s leadership to its front-line employees. The Joint Legislative
Program Evaluation Oversight Committee’s 2015-17 Work Plan directed
the Program Evaluation Division to evaluate the spans of control and
organizational layers in the executive offices of state departments. This
evaluation differs from the prior studies cited above because it includes
both a statewide perspective on spans of control and organizational layers
as well as an examination of these concepts in state department executive
offices, defined as positions identified as such by department human

resa ces representatives.

Findings

the standard.
4 OSBM notes individuals with spans greater
emulate.

‘3 Although OSBM primarily relied on data to

Finc 1g 1. Of 21 state government departments, all but one have
lower supervisor-to-employee ratios, on average, than the
recc ymended statewide minimum ratio of 1:8.

To summarize the finding below, spans of control vary across
departments. Currently, the average span of control across departments is
1:6.3, a slight improvement from 1995 when it was 1:5.4. Only one state
department met the statewide span of control goal of 1:8 in 2016, and a
majority of state departments have spans of control below 1:6. Further,
several departments have high percentages of supervisors with narrow
spans of control, potentially increasing the number of organizational
layers.

Span of control reflects the number of employees each supervisor
oversees, a definition that includes approving employee nesheets and
conducting employee performance evaluations. A supervisor who
performs these tasks for five employees would have a span of control ratio
of 5. Individual spans of control for supervisors contribute to two
additional measures of this concept within state government. First, a
department-specific span of control captures the average number of
positions that a supervisor in the department supervises. Second, statewide
span of control describes the average number of positions that supervisors
across all departments supervise. See Appendix A for a description of the
methodologies for computing these respective measures.

Absent a better standard, the Program Evaluation Division applied

OS A’s 1996 minimum statewide span of control ratio of 1:8. OSBM’s
1996 report used a data-driven approach to develop a state-specific
span of control standard for North Carolina state departments.3 To arrive
at the standard, OSBM first identified its population of su;  visors by
eliminating individuals supervising fewer than 3 or more than 30
individuals. Following this step, OSBM computed average spans of control
using position classification categories and then only included averages by
classification categories that were greater than or equal to the average
span of control during this time. This exercise resulted in a state-specific

establish the 1:8 statewide benchmark, its review of literature and other states reinforced

than 30 were eliminated because they were considered aberrations 1 impossible to
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recommendation for supervisors to oversee eight or more positions on

average. Unfortunately, the Program Evaluation Division could not replicate
OSBM'’s approach with current information because the State’s classification ‘
categories will be modified significantly in February 2017. Thus, a similar
data-driven standard created at this time would not provide meaningful
information for state departments moving forward.

As a result, the Program Evaluation Division looked to the literature and
other states to determine if a more current and generally-accepted
benchmark exists. The academic and practitioner literature lacks consensus
on a recommended standard for span of control for either public or private
organizations. In the public sector, the federal government’s 1994 National
Performance Review contained a plan to raise the government’s average
span of control from 1:7 to 1:14 but did not provide an explanation for
why these ratios were chosen. Three states require state departments to
adhere to department-wide span of control standards, and the ratios for
these states, while informed by li  ature, do not appear to be data-
driven.

e Texas. In 1997, the Texas legislature modified state law to require
state departments to develop procedures to achieve management-
to-staff ratios of 1:11.5

e lowa. Since 1992, the lowa General Assembly has mandated span
of control standards for departments, and more recent legislation
has required the Department of Management to develop a policy
for state departments to calculate their spans of control.® 7 In 2015,
only 11 of 70 (15%) lowa state agencies subject to the law met
their required target ratio of 1:15. Across state departments,
lowa’s average span of control ratio was 1:11.2, which did not
meet the state’s target ratio.

e Oregon. Since 2011, the Oregon legislature has required the
Oregon Department of Administrative Services to develop a plan
for state departments with more than 100 employees to attain
specific spans of control, which are to be used in the legislative
budget process.B Departments not meeting the mandated statewide
span of control ratio (1:11) are not allowed to fill supervisory
positions unless granted an exception. State departments on
average have increased their spans of control since 2011. As of
2016, 19 of 29 (66%) departments met their respective target
span of control ratio.

5 Texas Government Code, Chapter 651, Section 651.004. Since the time of OSBM’s 1996 study, the Texas legislature revised this law
and instituted a requirement that departments with more than 100 full-time equivalent employees may not employ more than one full-
time equivalent management employee per 11 non-managerial staff positions. This requirement excludes certain types of employees
within three Texas state departments: the Department of Family and Protective Services, Parks and Wildlife Department, and Texas
Historical Commission. State departments in Texas that believe the minimum 1:11 ratio is inappropriate for their department may
appeal to the Texas Legislative Budget Board for an exemption to this requirement.

¢ lowa General Assembly, Retirement Incentives and Efficiency in Government Act, House File 2454, Chapter 1220.

7 lowa General Assembly, State Government Reorganization Act, Senate File 2088, Chapter 1031. This legislation also established a
waiver process for executive branch department heads who believed they would not be able to reach target ratios; a five-member ‘
review board grants waivers.

8 Oregon General Assembly, HB2020.
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Five (Lt Gov, Gov, DMVA, OSA, CCS, DOI, DST) of the 12 smaller
departments have spans of control above the average span of
control for their size classification (1:4.9);
¢ One (DPI) of the three medium-size departments has an average
span of control above its size classification’s average (1:6.2); and
o Two {DNCR and DHHS) of the six larger departments are above
the size average for that classification (1:6.2).

Overall, the Lieutenant Governor’s Office (the smallest state department)
has the lowest span of control (1:3) and the Department of Health and
Human Services (the second largest department) has the highest span of
co ol (1:8.1).

A third of supervisors across state departments have nar  ~ spans of
control. OSBM’s 1996 report defined narrow spans of control as
supervisors overseeing three or fewer employees. As discussed in the
Background, narrow spans likely increase the number of la- s in an
organization. Exhibit 8 shows the percentage of each department’s
supervisors having spans of control of 1:1, 1:2, or 1:3. Intc , 33% of
supervisors across the 21 departments have spans of control of 1:3 or less.
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Exhibit 11: The Highest Percentages of State Government Positions Are in Layers 7, 8, and 9

®
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1%
<1%
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17%
8

12 13 14
Organizational Layer

Source: Program Evaluation Division based on BEACON data as of June 2016.

Finding 3. Executive offices of state government departn its vary in
terms of their spans of control, number of layers, and sa ies.

To summarize the finding below, North Carolina state departments self-
identify 237 positions as members of executive offices. All executive office
members are found in the first five layers of state departments, with most
occupying the second layer of their respective organizations. On average,
executive office members supervise six positions, but many (39%) supervise
th 2 or fewer positions. Executive office staff earn approximately
$111,000 per year on average. The Program Evaluation Division found
support for the idea that the primary way for state employees to earn
more money is by assuming supervisory responsibilities; however, this
incentive system may not promote maximizing spans of control and
minimizing organizational layers.

Ex tive office members can be characterized as those employees
performing high-level activities. In the absence of an agreed-upon
definition in the literature or from other states, the Program Evaluation
Division solicited information from departments on who they consider to be
members of their executive offices. The Division provided representatives
f 1 each of the 21 principal departments with a list of all positions within
its first five organizational layers and asked the department to identify
executive office members.'" Exhibit 12 shows departments self-identified
237 positions as executive office members, or .003% of all state

.” Five organizational layers was chosen as the cut-off because a review of online organization charts revealed division directors
appeared only as low as the fourth organizational layer. Department representatives had the opportunity to identify positions outside
tha first five layers as members of their avarytive offices.
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Exhibit 17

State Law Only Provides
Nomenclature for Five
Layers of Management

21 Article Ill, Section 5.
22 N.C. Gen. Stat. Chp. 143-B.
23 N.C. Ge. Stat. § 143B-11.

Report No. 2016-12

defined in statute, state departments are permitted to structure and
manage themselves as they see fit.

North Carolina State Constitution. According to the State '
Constitution, “The General Assembly shall prescribe the functions,
powers, and duties of the administrative departments and
departments of the State and may alter them from time to time, but
the Governor may make such changes in the allocation of offices
and departments and in the allocation of those functions, powers,
and duties as he considers necessary for efficient administration.”?!
Thus, although the General Assembly has the authority to set the
direction and duties of state departments, the day-to-day
administration and organizational structures within state
departments are left to the Governor’s discretion,

Executive Organization Act of 1973. This act grants department
heads broad power to achieve efficient functioning of their
respective state departments, including the power to

e establish or abolish any division or unit to achieve economy
and efficiency with the approval of the Governor and
notification of the General Assembly within 30 days of such
action,

e establish or abolish positions,

¢ transfer employees between positions, and

¢ change the duties, titles, and pay of existing positions.?2

This act also establishes the nomenclature for department structure ‘

but does not go further than five layers of management (see Exhibit
17).23

Management

Layer of
Y Statutory Nomenclature

Agency
Agency Head

h 4
Division

Division Director
7
h 4

Division Section

Section Chief
|

v

Division Section Branch
Branch Han~A

\

) 4
Division Section Branch Unit

Unit Supervisor

Source: Program Evaluation Division based on N.C. Gen. Stat. §143B-11.
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available online.2¢ The Program Evaluation Division determined that
8 of the 21 principal departments display high-level organization
charts on their websites.?”

e No requirement for departments to submit supervisory
relationship changes to BEACON in a timely manner. The Office
of the State Controller (OSC) maintains and processes department-
submitted changes affecting state personnel in BEACON, inciuding
position reporting relationships. Currently, there is no timeframe
requirement from OQSBM or OSHR for departmental human
resources representatives to submit BEACON change requests
relating to structural changes. A requirement for the timely
submission of change requests relating to organizational structure
would provide up-to-date information on a department’s span of
control and organizational layers. Up-to-da  supervisory
relationship data would allow the department itself, OSBM, and
OSHR to use this data to perform organizational structure analyses.

¢ No requirement for depariments to examine spans of control and
organizational layers periodically. Organizations that
periodically examine their spans of control an layers gain insight
into the efficiency and effectiveness of their organizational
structure. No central office within the State has examined these
topics across departments since the late 1990s. OSBM's prior
reports recommended departments monitor their spans of control
and organizational layers. Neither OSBM nor OSHR require
departments to conduct these activities at any given time interval.
Requiring departments to monitor their spans of control and
organizational layers would facilitate department comparisons and
could potentially increase the efficiency of departments’ structures.

These findings demonstrate that most state departments have not met
statewide recommendations regarding minimum spans of control or
maximum number of organizational layers and are unlikely to meet these
stondards in the future unless a review and justification pro  sis
developed. As Finding 1 discussed, all but one state depar :nt has lower
supervisor-to-employee ratios, on average, than the recommended

st¢ :wide minimum span of control ratio of 1:8. Finding 2 showed that 10
of the 21 departments, on average, exceed the recommended seven

or izational layers. As Finding 3 discussed, the executive offices of state
departments vary in terms of spans of control, number of layers, and

sc ries of employees occupying these offices. Finally, Finding 4 showed
state agencies have broad discretion in determining their organizational
structures and receive limited guidance.

26 OSHR staff state they have developed a policy which would require departments to publish their organization charts, for
consideration by the State Human Resources Commission. The Program Evaluation Division reviewed the draft policy and determined it
does not require departments to publish organization charts in a uniform format.

2

harts on May 19, 2016. The eight departments displaying organization charts online are the departments of Administration,
Agriculture and Consumer Services, Environmental Quality, Information Technology, Public Instruction, Public Safety,  insportation, and

the State Treasurer.

’7 The Program Evaluation Division conducted an online search for each of the 21 principal departments’ executi  >ffice organization

Page 25 of 42



Spans of Control and Organizational Layers Report No. 2016-12

. Recommendation 1. The General Assembly should direct the Office of
Recommendatlons State Human Resources to take steps to proactively monitor state ‘

department spans of control and organizational layers.

As discussed in Finding 4, state departments have broad discretion in
structuring their organizations. In addition, neither the Office of State
Budget and Management (OSBM) nor the Office of State Human
Resources (OSHR) issues standards or have requirements for departments
to monitor and evaluate their spans of control and organizational layers.
As Finding 1 and Finding 2 discussed, there are wide variations in the
structuring of state departments, both in terms of spans of control and the
number of organizational layers. The General Assembly should direct
OSHR to take the following actions.

o Develop standards for departments that promote a consistent
nomenclature of positions within executive offices and ensure
BEACON data is updated in a timely manner. Executive office
members within departments have a variety of position titles, many
of which are not equivalent by organizational layer across
departments. For example, a Deputy Secretary may be the
equivalent of an Assistant Secretary in another department, and the
two positions could be at different layers in the two departments.
To address this issue, the General Assembly should direct OSHR to
develop a standard organizational layer nomenclature, building on
the nomenclature specified in N.C. Gen. Stat. §143B-11, which
would promote consistency and clarity of responsibilities across

departments. ‘

The State’s human resources management system (BEACON)
contains the information for each position’s supervisor and is the
basis for any analyses of organizational structure. The primary
incentive for departmental human resources staff to update
BEACON is to ensure the correct supervisor approves the timesheets
of those employees occupying positions they oversee. This
evaluation found the supervisors of several positions were not
correctly identified in BEACON. For example, BEACON erroneously
listed four staff within the Governor’s office reporting to one
position when they actually report to another. To address this issue,
the General Assembly should direct OSHR to develop a policy
requiring department human resources representatives to submit
any changes in supervisory reporting structures to the Office of the
State Controller within five days of the effective date of the
change.

e Develop a formalized organization chart format across state
government departments and require state departments to
regularly update and publish their organization charts online.
Some departments use the BEACON-provided organization chart
functionality, whereas others simply download the data into another
software program to produce organization charts. A consistent
approach for producing organization charts at a regular interval
would promote comparisons across departments. To address this ‘
issue, the General Assembly should direct OSHR to develop a
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Recommendation 2. The General Assembly should direct BM to
report every five years on each state department’s span of control and
organizational layers. ‘

As discussed in the Background and Finding 4, no state entity has reported
on the spans of control and organizational layers of all executive branch
state departments since the 1990s when OSBM recommended a minimum
average span of control of 1:8 across departments and a maximum of
seven organizational layers. Finding 1 demonstrated there has been
improvement in the statewide average span of control {from 5.4 in 1995 to
6.3 in 2016), but only one state department currently meets the statewide
goal. Prior to the current Program Evaluation Division study, the General
Assembly has not been provided updated data on these topics. Whereas
Recommendation 1 would provide systematic approaches for OSHR in
using span of control and organizational layer information to inform studies
of department staffing, this recommendation would assign OSBM the task
of producing statewide data and reporting it to the General Assembly.

To address this issue, the General Assembly should direct OSBM to report
by December 1, 2017 and every five years thereafter to the Joint
Legislative Commission on Governmental Operations and the Fiscal
Research Division on principal departments’ spans of control and
organizational layers. At a minimum, the required report should include the
following components:

e each department’s span of control and number of organizational
layers
e each department’s span of control by organizational layer, and ‘

e the number and percentage of each department’s supervisors with
narrow spans of control (defined as ratios of 1:3 or fewer).

In the course of producing this report every five years, OSBM should
conduct historical analyses and revise its statewide span of control ratio as
appropriate based on forthcoming changes to the State’s position
classification categories. Furthermore, the General Assembly should require
OSBM to establish span of control benchmarks for each job classification
similar to its 1996 report, based on the upcoming reclassification process to
be completed by February 2017. This report would provide historical
information to the General Assembly on how the number of supervisors,
spans of control, and organizational layers across departments have
changed because of Recommendation 1's implementation. This report
would also provide information on the spans of control of positions within
each of the new job classifications and would provide department leaders
with information to benchmark their own performance against other
departments’ performances. For example, the Department of Labor, a
small department, has the most executive office members {(n = 30), and
those members occupy the most organizational layers (n = 5). In this report,
OSBM should note departments whose overall span of control ratio
decreases, departments whose overall number of layers increases, and
departments with positions that do not meet the minimum span of control
ratio for their respective job classifications. Having this information would
give the General Assembly the opportunity to request further information
justifying deviations from benchmarks for these specific positions and ‘
departments.
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PAT McCl RY

PAULA WOQDHOUSE

November 30, 2016

Mr. John Turcotte, Director

Program Evaluation Division

300 North Salisbury Street, Suite 100
Raleigh, NC 27603-5925

Dear Mr. Turcotte,

On behalf of the Office of State Human Resources (OSHR) and the Office of State Budget and
Management (OSBM), thank you for the opportunity to review the Program Evaluation Division’s Report
entitled “Most Departments Spans of Control and Number of Organizational Layers Do Not Meet
Recommended Levels”. Please accept this letter as our formal response.

Recommendation 1. The General Assembly should direct the Office of State Human Resources to take
steps to proactively monitor state department spans of control and organizational layers.

OSHR recognizes the need for monitoring and oversight over state departments’ spans of cc  rol and
organizational layers. Over the past couple of years, OSHR has focused on these issues and is work  to
improve organizational efficiency through various statewide initiatives that are already underway. These
initiatives outlined below directly deal with each of the specific recommendations in the report.
Therefore, additional legislation is not needed to address these recommendations.

1. Implementation of the Statewide Classification and Compensation System

Due to be implemented on February 1, 2017, the new system will greatly reduce the need to make an
employee a supervisor in order to increase their pay. The new system wiil have wider salary ranges,
which will allow employees to receive pay increases due to job enrichment and not solely from job
enlargement.

Our new compensation policies will ¢ »w employees to receive pay increases while gaining technical
skills and knowledge, where the previous course of action would have been to promote th  to
supervisor level. There will be a career path for employees who choose to remain in a technical career
path as opposed to a supervisory/management career path. Therefore, rather than developing
legislation to implement criteria-bas:  technical leadership tracks as an alternative way to reward and
retain valuable employees, the new OSHR compensation policies and the Classification and
Compensation system will address this issue.

In addition, the new Statewide Classification and Compensation system will bring standardization and
consistency to the classification of executive positions. OSHR has been working with the Office of the
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State Controller (OSC) to identify position titles that promote consistency. Within the HR system, OSHR
and OSC are working together to consistently identify the executive branch positions.

2. Implementation of a New Organization Charting Tool

The current organization charting tool is inadequate to meet state government needs. OSHR and the
Department of Information Technology (DIT) have completed an RFP for a new organizational charting
tool. OSHR has a goal to implement this new tool in 2017. This new organizational charting tool will have
the following benefits:
¢ Improve Human Resource process performance and standardization
e Lower support and operational costs
¢ Allow charts to be visible online for public viewing.
e Reduce the need for departments to submit their executive office organizational chart at least
semi-annually by compiling this information at a single location on the OSHR website.
e Create standardization of organizational charts throughout state government.
e Allow for standard analytical studies to enable regular monitoring and evaluation of span of
control.

3. Implementation of the Organizational Structure Policy ‘

This statewide policy will set standards for departments to monitor and evaluate their spans of control
as recommended in this study. The policy will also include a time frame for a department to make
organizational changes.

OSHR Action Plan for Ad¢'“~--ing Recommendation 1
e Release RFP for new organizational charting too! (late 2016)
e Implement Statewide Classification and Compensation system (February 2017)
e Select vendor for new organizational charting tool (mid 2017)
e Develop new Statewide Organizational Structure Policy {mid-late 2017)

Recommendation 2. The General Assembly should direct OSBM to report every five years on each
state department’s span of control and organizational layers.

OSHR/OSBM Action Plan for Addr~~-~g Recommendation 2

The new organizational charting tool discussed earlier will allow members of the General Assembly and
the public to view each department’s span of control and number of organizational layers. Allowing
organizational charts to be displayed publicly will ensure this information is readily available on a regular
basis. Once this functionality is operational, we question the need for OSBM to generate a formal report
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on the metrics identified in this recommendation. While there may be value in publishing certain
metrics to allow for comparisons across departments, we advise against establishing set benchmarks. As
noted in PED’s report, there are many factors that need to be considered when determining an
appropriate ratio for an organizational unit. For these reasons, when conducting staffing analyses for
organizations, OSBM has steered away from identifying and applying a uniform standard and has
provided individualized recommendations for improving the efficiency of operations based on specific
factors impacting that entity.

We recognize the intent of this recommendation is to enhance accountability for improving efficiency
and effectiveness. OSBM proposes the same underlying goals and corrective action can be acce  )lished
by utilizing strategic pl  1ing. By requiring departments to develop and maintain a strategic plan with
performance measures dedicated to improving efficiency and effectiveness, the natural process to
improve performance will drive organizational evolution such as change in span of control and
organizational layers. This should all work in conjunction with the new Statewide Classification and
Compensation system, a new organization charting tool and the Organizational Structure Policy, all of
which will improve OSHR's organizational visibility on spans of control and organizational fayers.

Sincerely,

Paula Woodhouse
State Human Resources Interim Direc -, Office of State Human Resources

Andrew Heath
State Budget Director, Office of State idget and Management
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Joint Apprc riations Committee on General Government
February 28, 2017; 8:30 AM
LOB 425
Agenda

Chairs:
Sen. Tamara Barringer, presiding
Sen. Jeff Tarte
Sen. John Alexander
Rep. George Cleveland
Rep. Dennis Riddell

Chair’s Opening Comments

Housing Finance Agency Cara Bridges, FRD
Agency Overview

Housing Finance Agency Scott Farmer, Executive Director
Agency Presentation Housing Finance Agency

Committee Discussion






Senate Committee on Appropri: ons on General Government and Infor atio
‘ Technology
Tuesday, February 28, 2017 at 8:30 AM
Room 425

MINUTES

The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 on February 28, 2017 in Room 425. 5 Senate members and 10 House members were
present.

Senator Tamara Barringer, Chair, presided.

Senator Barringer gaveled the meeting to order at 8:30. Senator Barringer introduced the
Sergeant-at-Arms and the Pages and thanked them for their service.

Senator Barringer recognized Bob Kucab, with the Housing Finance Agency, who is retiring, and
thanked him for his years of service and stewardship for the state.

Cara Bridges, from the Fiscal Research Division, presented the Housing Finance Agency
Overview.

. The following questions were asked by members:

e Representative Pittman stated tt  we received $20 million this year and asked what will
be needed in the upcoming year?
Chairman Cleveland asked if more funding is expected.
Senator Van Duyn asked what supportive housing rehabilitation is.
Rep. Ford questioned the Edgec nbe County median income numbers?

Scott Farmer, the new Executive Director of the Housing Finance Agency, then presented his
overview of the Housing Finance Agency.

Mr. Farmer addressed the following questions following his presentation:

e Rep. Pierce asked what were the five counties that were first granted the emergency
funds.

e Rep Floyd asked about the homeless population, and if services were available to them?
Senator Alexander asked who qualifies for the foreclosure funds and do they have to pay
the money back?

e Rep. Brody asked two questions. Is the money allocated by the Tier system and what
was Mr. Farmer referring to when he referenced retiring employees?

Rep. Brody also asked why they needed two separate Boards.

. e Senator Edwards asked about the self- supporting statement and are there liens associated
with the loans?






e Senator Edwards requested all members receive information on the default rate on these
. loans.
e Rep Clampitt asked if there were any proactive services to help with plant/business
closings.
e Senator Van Duyn asked what the status is of the community living initiative
commitment to DOJ, and if they were on target.
e Chairman Cleveland asked why the foreclosure prevention has not ended.
Senator Tarte thanked Mr. Kucab for his service.
Rep Floyd thanks the staff for the information on the Veterans Air Museum.

Senator Barringer announced the next meeting will be tomorrow at 8:30

With all business concluded, Senator Barringer adjourned the meeting at 10:19

The meeting adjourned at 10:19.
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Cara Bridges

Fiscal Research Division
919-733-4910
Cara.Bridges@ncleg.net
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Agency Struc”ure

Se -supporting

Flexibly structured to respond to the market
Governec. by a Board of J rectors

F ancials audited by ani dependent auvditor
Bond isstes evalu: ted by rating age cies
Dewts are not devts o” the State

North Carolina Housing Finance Agency












) ®
Produc’ion

Since 1974: 255,000 homes and apartments
2016

13,200 — Homes and Apartments
17,18( — Jobs

S92 million — Tax Revenue

In 2016, we also provided forec ssure prevention >ans for 2,520 homeowners :
managed rent ass stance on 26,590 apartments.

Economic impacts are calculated using the RIMS  moc¢  f +U.S. Burea of Economic Ani ssis.

North Carolina Housing Finance Agency






























Leveragi g

Every St: te S1 lever: ges $4 of housing
Every State S1 produces b icks/morta-

Fvey State S1is neasured vy the 1w r ber of

horr es p-oduced

We pay the costs of adir nistra on

North Carolina Housing Finance Agency
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Appropriaticns

20 5 2016

2017

HOME Match Func s $1,458,000* S ,458,000*

Workforce Housing ~ $10,000,000 $12,500,000
Loan Program

Hous 'g Trust Ft nd  $7,660,000* $7,660,000*

*Rect 1 1g

North Car¢ na Housing Finance Agency

$3,000,000*

$20,000,000

$7,660,000*
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State HOIV E Matckh

Appropriation began in 1993

Ensures NC’s share of federal } OME b.oc: g ant

Iv.i tch is 25% o HOME funds, as drawn from Treasury
Match pro ects must i eet federal HON E ru es

Match repayme 1ts nr ust retur ) to the HOME Program

orth Carolina Housing F ance Agency
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Joint Committee n Appropriations Subcommittee on General Government
Wednesday, March 1,2017 at 8:30 AM
Room 425L.OB

MINUTES

The Joint Committee on ppropriations Subcommittee on General Government met at
8:30AM on March 1, 2017 in Room 425 LOB. Representatives Adcock, Brody, Clampitt,
Cleveland, Floyd, Ford, Pierce, Pittman, and Riddell attended. Senators Alexander, Barringer,
Tart, Edwards, and Van Duyn also attended. Fiscal staff members were Cara Bridges, Lisa
Hollowell, and Chris Hearley.

Representative Dennis Riddell, Chair, presided. Polly Riddell was the Committee Clerk.
Attached to the minutes are the Staff for the Sergeant at Arms (Attachment #1), the Pages for the
meeting (Attachment #2), d the attendance sheets for agency representatives and public

visitors (Attachment #3).

Chris Hearley from the Fiscal Research Division presented an Agency Overview for the Office
of Administrative Hearings. His handout is labelled Attachment #4.

There was a short discussion which followed concerning the number of judges and the
availability because of distance.

Julian Mann, 111, Director and chief Administrative Law Judge, presented a Legislative
Overview of the Office of Admini ative Hearings. He discussed the success of the agency in
handling cases quickly and also requested 2 new positions. His handout is labelled Attachment
#5.

There was a short discussion before adjourning.

The meeting adjourned at 9:46 AM.
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
JOINT COMMITTEE MEL « iING NG 1 :CE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Appropriations, General Government will
meet JOINTLY as follows:
DAY & DATE: Wednesday, March 1, 2017

hM = 8:30 AM

OCATION: 425 LOB
COMMENTS: Rep. Riddell will chair this joint meeting.

Respectfully,

Representative George G. Cleveland, Co-Chair
Representative Dennis Riddell, Co-Chair

I hereby certify this notice was  ed by the committee assistant at the following offices at 10:37 AM on Friday,
February 24, 2017.

_ Principi  Clerk
__ Reading Clerk — House Chamber

Polly Riddell (Committee Assistant)






Joint Appropriations Committee on General Government
March 1, 2017; 8:30 AM
LOB 425
Agenda

Chairs:
Rep. Dennis Riddell, Presiding
Rep. George Cleveland
Sen. Jeff Tarte
Sen. Tamara Barringer
Sen. John Alexander

Chair’s Opening Comments

Office ~Administrative Hearings Chris Hearley, FRD
Agency Overview

Office of Administrative Hearings Julian Mann, III
Agency Presentatio Director and Chief
Administrative Law Jud;

Committee Dis¢ ssion
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Joint Appropriations Question

*How do 0 1 measure your agency’s effectiveness
and outcomes?



























Joint Appropriations Questions

* How do you measure efficiency within your
agency/depar ment?

* Do you have metrics tl at jou use to monitor
agency perfor1 iance? If so, p ease provide.

























Joint Appropriations Questions

* Are you planning any changes to the current
structure of your organizations?

* Wil this immact your age 1cy’s budget?













Joint Appropriations Questions

* What are your ove -all goals for your
department/agency over the next biennium?




e Increase disposition times across ¢ [visions.
e Increase service to the public by increast 2 efficiencies.
e Increase transparenc s on Office of Administrative Hearings website.

e Incre e e-fili s re iirements for all users.



Joint Appropriations Questions

* What are your budget request/needs for the
biennium?




Receip s ipported V edicaid Administra ive .aw . ucge

This position will replace the receipt supported Attorney II position that has been serving as the emporary
Administrative Law Judge as appointed by the Chief Administrative Law Judge set forth in N.C.G.S. § 7A-
757. This position also serves as the Medicaid Administrator. The receipt supported Attorney Il position
will e abolished when Medicaid Administrative Law Judge is established.

This position will coni ict fair and impartial Medicaid Recipient contested case hearings in accordance
with the Administrative Procedures Act (Articles 3 and 3A of Chapter 150B), and specifically N.C.G.S. §§
108A-70.9A&B ant 08D (N anaged Care Organizations).

Total Cost
Net Difference $3,618 (Salary an: Fringes)



Civil Rights Investigator

This position will conduct investigations of charges of employment discrimination covered by applic: le
statutes filed by applicants, current and former employees. Principle responsibilities include pre-
investigative activities, investigative planning, technica report writing, settlement activities, lega research
and post investigative activities. Duties within the various areas of responsibility include organizing and
preparing charge files, on-site visits, developing all sources of evidence, inspecting agency facilities,
reviewing, examining and auditing agency’s personnel policies and practices, interpreting compliance with
State and federal nondiscrimination statutes.

Total Cost

Recurring $87,251 (salary, fringes, costs, postage and supplies)
Non-Recurring $1,074 (furniture)
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Agency Presentations continue
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Senator Jeff Tarte, Co-Chair






Joint Appropriations Committee on General Government
March 8, 2017; 8:30 AM
LOB 425

Agenda

Chairs:
Sen. John Alexander, Presiding
Sen. Jeff Tarte
Sen. Tamara Barringer
Rep. George Cleveland
Rep. Dennis Riddell

Chair’s Opening Comments

Office of the State Controller Chris Hearley, FRD
Agency Overview

Office of the State Controll Dr. Lin 1 Combs, State Controller
Agency Presentation J. 1es Dolan, Chief Deputy State
Controller

Committee Discussion






Senate Committee on Appropriations on General Government and Informati
Technology
Wednesday, March 8, 2017 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 8, 2017 in Room 425 of the Legislative Office Building. 15 members
were present.

Senator John M. Alexander, Jr., Chair, presided.

Senator Alexander opened the meeting at 8:35 a.m. Chairman Alexander introduced the pages
and Sergeants at Arms.

Chris Hearley (FRD) presented first, and gave an agency overview of the Office of State
Controller.

Dr. Linda Combs, NC State Controller, began the second presentation and thanked the members
for their time, and turned the presentation over to James (Jim) Dolan, Chief Deputy State
Controller, who then answered 5 questions the committee had asked agencies to prepare answers
for (Effectiveness/Outcomes, Efficiency/Metrics, Organization Structure, Budget Reqi it for
Biennium, Overall Agency Goals).

Questions asked by members:

1. (Barringer) what do you do with audit issues? What about other agencies under OSC?
Are we sure that were asking the right questions to correctly measure efficiency? Does
the state auditor’s office monitor as well?

2. (Brody) about pg 17 of report- further explanation of special funds

3. (Floyd) how many temps are being brought in during bust season? why does the cost of
new programming go up $40mil in the second biennium? REQUESTS regular briefings
from agency as they continue to study options

4. (Edwards) further question about special funds? what is the urgency in replacing the
financial system? Would we be building a new system from the ground up (therefore NC
have proprietary adavantage)? Have we looked at what other states/entities have r can
offer us?

5. (Tarte) further questions about costs. Would meeting with groups outside of OSC control
(treasury, community colleges, etc.) where all needs for new systems outlined be
possible? Can we look at master chart of accounts for the state?

6. (Cleveland) are maintenance costs of systems included in the projections? What is the
interagency cooperation like? What is OSC’s specific involvement in escheats? What
does OCS do with collected monies? Specifica / how does OSC spend it on behalf of the
agencies it collects monies for? What is the money for foreign nations going to?

7. (Floyd) what are the different escheats funds? (LISA HOLLOWELL CLARIFIED)






‘ 8. (Cleveland) why isn’t money collected on behall f state agencies given back to agencies
to spend?

Senator Tarte recommended scheduling a separate meeting to discuss needs and wants for
new financial systems.

Chairman Alexander closed the meeting and recommended to the room that everyone check
the escheatment fund on the treasury website. He thanked members, speakers, and staft for
attendance and preparation.

The meeting adjourned at 9:45.
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A Staff Agency of the North Carolina General Assem






Mission Statement

“Protect the financial integ ity of the State

and promote accountability in an objective
and efficient manner”.
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Office of the State Controller
Roles and Responsibilities

* Provide accounting, disbursing, payroll, internal
control, data management, e-commerce and
financial reporting services to state agencies,
en ployees and the public

e Maintaining systems, standards, and business
processes to ensure that spending 1s within
asprovec evels

* roduce numerous ‘1nancial reports including

the Comprehensive Annual Fina 1cia. Repot
(CAFR)

FISCAL RESEARCH DivI: DN 10 Aarc .8, 2017
= | A Staff Agency of the North Carolina General Assembly



















Office of the State Controller
Recent Legislative Actions

 FY 2015-16

— Continuation Review

 Placed hold on transfer of Funds from Department of
Transportation to Office o ~State Control er - $496,578

 FY 2016-17

— Continuatio 1 Review Fi1 di1g Res oratioa

o estores transfer of funds from De »artment ¢~
Transpc ta ion re ating to BEACON positions - $496,578
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A Staff Agency of the North Carolina General Assemb

March 8, 2017
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Senate Committee on Appropriations on General Government and Information
Technology
Thursday, March 9, 2017 at 8:30 AM
oom 425 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 9, 2017 in Room 425 of the Legislative Office Building. Five
members were present.

Senator Jeffery P. Tarte, presided.

Senator Tarte called the meeting to order @ 8:34 a.m. He introduced the Sgt @ Arms and Pages.
He then introduced Lisa Hollowell from fiscal staff. She shared the department of insurance
hand out for review.

Senator Tarte then introduced Mike Causey (Commissioner of the Department of Insurance). He
described his job and the duties therein. Commissioner Causey then introduced Brian Taylor
(chief fire marshall) and opened the floor for questions.

Commissioner Causey followed up with an update on budget needs, status of the Albemarle
Building renovation and move.

The members followed up with questions for Commissioner Causey and his staff regarding
disaster relief, regulatory fees, position requirements, fraud issues, customer service requests,
number of employees, structure and organization of management positions, number of legal staff
and IT requirements.

The meeting adjourned at 9:55 a.m.
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will meet at the following time:

DAY DATE TIME ROOM

Thursday March 9, 2017 8:30 AM 425 LOB

Senator Jeff Tarte chairing
Agency presentations continue

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair






Joint Appropriations Committee on General Government
March 9, 2017; 8:30 AM
LOB 425
Agenda

Chairs:
Sen. Jeff Tarte, Presiding
Rep. George Cleveland
Sen. Tamara Barringer
Rep. Dennis Riddell
Sen. John Alexander

Chair’s Opening Cc  1ents

Departmer of Insurance Lisa Hollowell, FRD
Overview

Department of Insurance Mike Causey, Commissioner
NC Department of Insurane

Committee Discussion
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Department Mission

« The North Carolina Department of Insurance serves the citizens of North
Carolina through consumer ; otection and education, safety training and
promotion, and regulation of ¢ ecified activities and industries. ‘his 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 and safety awareness, and by
developing life safety standards;

— Mat aining a well-managed, fiscally-res nsible organize ion staffed
by k owledgeable, courteous, rrofession... employees.

« Atalltir zs, the affairs of 1 1e department are conducted in an open, ethical
manner and in the best interests of the public.

ISCAL RESEARCH DIVISION " March 9, 2017
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Base Budget Composition
FY 2017-19

Other Aid: d  lic

Property, Plant, 4% Assistance
Equipment
1%
Supplies
<1%

Personal
Services
70%

Personal Services| $35.6 M
Purchased

Services $6.2 M
Supplies $268,509
Property, Plant,

Equipment $350,697
Other Expenses

&

Intergovernmen-

al Transfers S1.8 M
Aid and Public

Assistance $6.3 M

FISCAL RESEARCH JIVISION

Staff Agency of the North Carolina General Assembly

March 9, 2017







Other Receipts

Premium payments by State Agencies

Division of Motor Vehicles Inspection fees for North
Carc ina Rescue Relief Fund and Grant Program

Federal Funds
Senior Assistance
Others

Fees
License
Certification
Training
Sale of »n ice ions
Examinations
Audits

Fines

March 9, 2017
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Departmental Respor sibili ies

» License and Regulate the Insurz 1ce Industry; companies and
professionals

e Educate consumers

« Respond to complaints

e The Insurance Commissioner is the State Fire Marshal
e (Consumer Protection Services

— Assist consun ers

— Monitor insurance companies’ comr liance with laws and
narket conduct

« Regu atory Activil es and Oversight of Other Industries

 FiscaL Rese# cH Divie DN March 9, 2017







Company Ser 1ces Group

Solvency Oversight

Regulate Market — Examine nsurance Companies
Monitor Troubled Insurers

Captives Insurance — 2013 legislation

Insurers

Company Admissions
Financial Analyses
Examination Section

lon-Insurers

Oversight

Const ne Disc asure reports

Offering of nsurance programs by ¢ nployers

FY 2017-18 Base

Company Services Group

Requirements $10,567,762
Receipts $27.676
A rropriations $10,540,086
FTEs 100.08

{FISCAL ESEARCH DIVISION .

Staff Agency of the North Carolina General Assembly

March 9, 2017







Producers, Fraud & Products
Producers, Fraud, and Y 2017718 Base

Requirements $9,433,728
P-oducts Receipts $3,198,158

A Hpropriations $6,235,570
» Regulation of Agents FTEs 93

» Licensing, Registering, and/or Granting Authority
* Continuing education
 Insurers, Brokers, Appraisers, Collec 1on Agencies, Bail
Bondsmen, Premium Finance Companies
» Budget is partially supported by receipts through course
offer ngs
» Investigation of fraud
e Review rate filings
« Life & Health
* Property & Casual y
 Rate 3ureau

| FISCAL RESEARCH DIVISION » March 9, 2017
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Office of State Fire Marshal
Prevention, Programs, and Grants Division

“Grant Pro gram Annual Grant
Amount

Firefighters' Relief Fund $6.9 m

Rescue Squad Workers’ elief Fund $1 m

Volunteer Fire Department Fund $9.4 m

Matching Grant

Volunteer Rescue/EMS Fund $1.8n

Matching Grant

**#0Oth¢ Programs — B ckle Up Kids, Safe Kids NC, ‘ire

Safety E{ orts and Can Haigns

ISCAL RESEARCH DiVISION

Staff Agency of the North Carolina General Assembly

March 9, 2017







Information Requested from
Department of Insurance

How do you measure your agency’s effectiveness and outcomes?

How do you measure efficiency within your agency/department? Do you have
metrics that you use to monitor agency performance? If so, please provide.

Are you planning any changes to the current structure of your organization? Will
this impact your agency’s budget?

What are your overall goals for your department/agency over the next biennium?

What are your budget requests/needs for the biennium? Please discuss the items
in- 1 Govern.r’s b dget.

What is the status of the move into the newly renovated Albemarle 3w ding?

How have the disaster relief funds been administered?

ISCAL RESEARCH DIVISION

taff Agency of the North Carclina General Assembly
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Questions?

ISCAL RESEARCH DIVISION

Staff Agencey of the North Carolina General Assembly
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Joint Committee on Appropriations, General Government
Tuesday, March 14, 2017 at 8:30 AM
Room 425 Legislative Office Building

MINUTES

The Joint Committee on Appropriations, General Government met at 8:30 AM on March 1
2017 in Room 425 Legislative Office Building. Representatives Adcock, Ager, Clampitt,
Cleveland, Floyd, Ford, Pierce, and Riddell attended. Reps. Brody and Pittman had an excused
absence. Senators Alexander, Barringer, Tarte, Edwards, and Van Duyn were in attendance.
Staff Members Lisa Hollowell, Cara Bridges, and Chris Hearley were in attendance. Attached to
the Minutes are the Staff for the Sergeant at Arms (Attachment #1), the Pages for the meeting
(Attachment #2), and the attendance sheets for agency representatives and the public visitors
(Attachment #3).

Rep. George G. Cleveland presided.

Cara Bridges from the Fiscal Research Division gave an Overview of the Office of the State
Auditor (Attachment #4). There were no questions regarding her presentation.

State Auditor Beth Wood presented the work of her agency (Attachment #5). Sen. / :xander
asked what enforcement and compliance measures her audits had. Ms. Wood responded that the
agency has subpoena power but can’t force action. There needs to be legislation for changes,
i.e., a follow-up audit, bring the agency head in front of the committee to testify, penalties of
some kind, or a reduced budget. Ms. Wood also highlighted the fact that there are m: -
contracts without non-performance clauses or penalties. Contracts of 10 million dollars or more
should have heavier scrutiny and non-performance clauses. It was suggested that the DOA hire a
subject matter expert to monitor contracts and give greater oversight. Ms. Wood stated that her
agency responds to every allegation of fraud within 30 days. The layers and span of control
issues that were highlighted in the PED report of December 2( 7 are inefficiencies in state
government. 48 % of the state workforce supervises 3-4 people. Audits bring i :fficiencies to
light, but the Auditor cannot assign a value to those inefficiencies. Ms. Wood stated that she is
trying to get a 4 year rotation for licensing board audits, since each board is independent. Rep.
Cleveland stated that the leadership and the Legislature should address the issues identified by
the Auditor.

The meeting was adjourned at 9:40 AM.

A
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Rep. Geéfge G. Cleveland Pamela Ahlin, Committee Clerk
Presiding







NORTH CAROLINA HOUSE OF REPRESENTATIVES
JOINT COMMIT1 .E MEETIl! 5 NO ICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Appropriations, General Governmer wi
meet JOINTLY as follows:

DAY & DATE: Tuesday, March 14, 2017
TIME: 8:30 AM

LOCATION: 425 LOB
COMMENTS: Rep. Cleveland will chair this Joint budget meeting.

Respectfully,

Representative George G. Cleveland, Co-Chair
Representative Dennis Riddell, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices  10:31 AM on
Thursday, March 09, 2017.

__ Principal Clerk
_ Reading Clerk — House Chamber

Pamela Ahlin (Committee Assistant)






Joint Appropriations Committee on General Government
March 14, 2017; 8:30 AM
LOB 425

Agenda

Chairs:
Rep. George Cleveland, presiding
Sen. Tamara Barringer
Rep. Dennis Riddell
Sen. John Alexander
Sen. Jeff Tarte

Chair’s Opening Comments

Office of the State Auditor Cara Bridges, FRD
Overview
Office of the State Auditor State Auditor Beth Wood

Committee Discussion
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House Set-At Arms:

[. Name: Warren Hawkins

2. Name: Doug Harris

@uc: Malachi McCuIIough Jr.

4. Name: .
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Scnate Spl-At Arms:

Giles Jeffreys

i. Name:

, Name: Oham Patel
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Outline

Authorizing Laws & Responsibilities
Mission & Vision State nent

Budget Overview

Audit Types
Recent Legislative Actions
Information Requ ested

FISCAL RESEARCH DIVISION

; 3 1(“ y of the North Carolina General Assembly

March 14, 2017
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Oftice of the S ate Auditor

Authoriziag Laws & Responsibilities

 NC Constitution Article 111

— Section 7: Nt cer of the State, elect on tern s

— Section 8: Council of State

o G.S. 43A (Article III): Creation of the Office

FisCAL RESEARCH DIVISION
A Staff Agency of the North Carolina General Assembly

3 - arch 4,2017



Oftice of the State Auditor
Authorizing Laws & Responsibilities

¢ (3.S5.147, Article 5A includes:

— Duties and responsibilities

— Methods of receiving ‘tips’

— Broad authority to access financial records
— Aoility to use contracted services

March 14, 2017
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®
Office of the State Auditor
Mission & Vision

« Mission: “We protect the interests of taxpayers and others who provide
fin: ncial resources to the State of North Carolina. Spec fically, we provic 2
objective information to interested parties about whether state resources are
properly accounted or, repor: _d, ¢ 1«d managed; as well as whether
publically-funded programs are achieving desired results.”

» Vision: “The Office of the State Auditor seeks to be a highly respected,
professional, and productive audit organization that ma.:es a difference in
state government. The office wants its employees to be highly competent
team players who enjoy their work and feel successful in their careers,
while : : the same time maintaining a work/] fe balance t at allows them to
have fulfi agpersona lives.”

Source: OSA

™1 | FISCAL RESEARCH )IVISION 5 N arch 14,2017
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State Auditor Office of the State Aucitor
Beth Wood . .
Organizat onal Chart

C.1.0, | Performance
Financial | Audit
| | Human Audit : =
ResoL ces ] Finar..ic -
o Related
nvestigative [~
Cor troller Information
Systems
Quality
Assurance Source: OSA

FisCcAL RESEARCH DIVISION

A Stafl Aeency of the Nortl Carolina General Assembly
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Office of the State Auditor
Fie.d Audit Division
. Financial Sta_ement Audits

. Performance/Finar cial Related Audits
. Information Systems Audits

B~ W N

. Investigative Repor s*

*Not an audit type

fm FiscAL RESEARCH DIVISION
oA Sty ney of the North Carolina General Assembly

March 14, 2017
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Oftice of the State Auditor

Recent I egislative Actions

 FY 2015-16
— Additional $250,000 R for st »ject matter experts
— $450,000 R from DHHS for annual Financial Audit
— Salary Adjustment Fund: $243,406

— All instances of fraud required to be repo1 ed to the State’s
Purchasing Officer

« 1Y 2016-17
— Additiona_ $150,000 NR for subject matter expet s
— Salary Adjustment Fund: $492,782
— Security Officer for Auditor, Secretary of State, and Labor

u FisCAL RESEARCH DIVISION 1‘ March 14, 2017
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° Oftice of tke ?};ate Auditor °©
Requested Information

 How do you measure your agency’s effectiveness and outcomes?

* How do you measure efficiency within your agency/department? Do you
have metrics that you use to monitor agency performance? If so, please
provide.

* Are you planning any changes to the c1 rent structure of your
organization? Will this mpact your agency’s budget?

* What are your overall goals for your department/agency over the next
bienn | n?

* What are your budget requests/needs for the biennium? P zase discuss the
iten 5 1 the Governor’s budget.

™ | FiscAL RESEARCH Divisior 3 N arc 14,20 7
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Questions?

Cara 3ridges

Fiscal Research Division
919-733-4910
Cara.Bridges@ncleg.net

9 FiscAL RESEARCH DV SION
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OFFICE OF THE STATE AUDITOR

Base Budget Review
Changes to the Base Bud¢~* FY 2017-19

Nonrecurring Items Removed

1. Subject Matter Experts ($150,000)
2. Security Officer ($7.3006)
Other Changes

1. Retirement Changes (net) ($54.458)
TOTAL CHANGES (5211,764)

| FIsCAL RESEARCH DIVISION
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ATTACHI ENT#5

Office of the State Auditor

Joint General Government Appropriations Subcommittees
March 14, 2017

NC DSA

The Taxpwy oo’ Watchdog

OSA Divisions

Financial Audit — Financial statement audits, Single Audit, CAFR
Information Systems Audit — IT security, general controls
Performance Audit — Effectiveness and efficiency

Financial Related Unit — Smaller scope (e.g., requests, follow-ups)

Investigative Division — Fraud, waste and abuse

N( )SA

The Tt ‘Watchdog







Who We Audit

State Agencies
Universities
Community Colleges
Clerks of Court

Component Units (e.g., Battleship NC and Ports Authority)

N( )SA

The Ta Watchdog

Metrics

Increased use of metrics — Division and staff levels
Division metrics reviewed monthly — Senior leadership meeting
Directors, managers, supervisors make daily decisions using metrics

Office has expanded use of metrics to administrative divisions
(e.g., Track It tickets in MIS and availability at Welcome Desk)

NC )ISA

The Ta Watchdog













Orgarization/Reorganization

 Office reorganization completed in 2016
- No immediate significant restructuring planned

» Every position is evaluated for effectiveness, efficiency
- Particularly true during times of turnover

* Lon¢ *~m

—_

- Add a performance team to conduct full-time follow-up audits

NC )SA

The T ‘Watchdog

Goals

+ Improve efficiency in mandated work to focus more effort
on work that saves the state money

- Medicaid program
- State contracting practices

- Follow-up audits

N( )SA

The Tz Watchdog







Budget Request

Request($) Governor's Budget
Subject matter experts 250,000 200,000
Market salaries 127,0001/675,0002 203,000

(2% increase)

" Based on existing market rates, approximately 10 years old
2Based on OSHR's proposed 2016 market rates

Ne sA
N( )SA

The Ta Watchdog







' Senate Committee on Appropriations on General Government and Infor1 1tion
' Technology
Wednesday March 15,2017 at 8:30 AM
Room 425

MINUTES

The Senate Committee on A] opriations on General Government and Information Technology
met at 8:30 on Wednesday March 15,2017 in Room 425. 3 Senate members and 4 House
members were present.

Senator John Alexander, Chair, presided.

Senator Alexander gaveled the meeting to order at 8:30. He then introduced the Sergeant-at-
Arms and the Pages and thanked them for their service.

Cara Bridges, from the Fiscal Research Division, presented the Lieutenant Governor’s Overview.

Steven Walker, General Counsel and Policy Director from the Lieutenant Governor’s office,
presented his overview.

Senator Alexander addressed the following questions from the Committee:
‘ e Representative Floy asked Mr. Walker why the state of the equipment is so bleak.

e Representative Pittman asked if the $30 K request is a recurring request.

e Representative Riddell asked if the Fiscal Research staff could provide the Committee
members with a comparison of the Lieutenant Governor’s budget from 2007 to the
current request.

e Senator Edwards asked what the total increase the Lieutenant Governor was asking for
would amount to.

With all business concluded, Senator Alexander adjourned the meeting at 8:58 am

The meeting adjourned at 8:58.

Lo Aol

Gloria Whitehead
Committee Clerk







¢

Principal Clerk
Reading Clerk

SENATE
NOTICE MY JOINT COMMITTEE M*ETING
AND
BILL SPONSOR NOTICE

The Senate Committee on Appropriations on General Government and Information Tecl ology
will meet at the following time:

DAY DATE TIME ROO!

Wednesday March 15, 2017 8:30 AM 425 LOB

Senator Barringer will be chairing.

The Lt. Governor's office will be presenting.

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair






Joint Appropriations Committee on General Government
March 15, 2017; 8:30 AM

Chairs:

LOB 425
Agenda

Sen. Tamara Barringer, presiding

Rep. Dennis Riddell
Sen. John Alexander
Sen. Jeff Tarte

Rep. George Cleveland

Chair’s Opening Comments

Office of the Lieutenant Governor
Overview

Office of the Lieutenant Governor

Committee Discussion

Cara Bridges, FRD

Steven Walker, General Counsel &
Policy Director
Office of the Lieutenant Governor










































Office of tre Lie uterant
Governor

Presentation to Joint Appropr a ions
on General Governmer t



Measuring cffectiveness, Outcomes,
and Efficiency

* The benefi's of having a sma ler of“ice make

measuring effectiveness and outco nes easier
than for larger agencies.

* Many of our projects that we work on are
joint projects an ong membe ‘s of the staff. t
assists us in kee >ing each o"her accountab e.

()




® O
Goz s for tne diennium

e Contir ue the gooc work that has been
started.

* Remair fiscally "esponsible.



Proposed Changes to Structure

* We do not anticipate ct anging the struc ure
of our agency, but we a~e requesting a new
position to be addec to the staff.

e New Position: Sta‘f Assistant to the General
Cou sel and Director of Opera“ions

* Impoact on 3udget: At a sa‘ary o $34,000,
includir g FICA, Reti 'ement, and Insurance the
new pos tion will have a $47,812.20 im»act.




Ope-ations Budget Rec uest

* Needs:
— Upgraded/repaired pri 1ters for staff members
— Upgraded shared r etwork printer/scanner
— Abil’ty to print docun ents n color
— A continuec. c 1shior for unexpected costs
— Explore upgrades for constitue 1t cor imu nication

* Request: $30,000



Personnel Budget Request

* Addition o” FTE as explained earlier.

* |ncrease staff salaries to be comparable wit 1
other agenc es a1d market conditions.




v

C ‘ef of Staff Sclary

Current Salary: S: 21,800
Proposec Salary: $131,000
Total Buc'getary Impac : $11,406.16

Governor’s Office Posit ons
— Chief of Staf™: $151,000



Director of Operations

e Serves as Director of O»erations for the office,
Scheduler for the Lieutenant Governor, Press
Secretary, ar d handles certain policy matters.

* Curret Salary: $62,524
* Proposed Salary: $72,500
e Budgetary Iripact: $12,368.24

 Governor’s Office Positions:
— Communications Direc :or: $_25,000
— Deputy Press Secretary: $95,126




Jirector of Comr runicat’ ons

Project manager — handles r ed a and video
prod Jction.

Current Salary: $54,810
P oposec Salary: $65,000
Buagetary Iripact: $12,633.56

Governor’s Office Positions:
— Co r munications Director: $125,000



Director of Constituent Services

Manages constituent matters, also serves as
Assistant to the Chief of Staff

Current Salary: $32,937
Proposed Sa.ary: $45,000
Budgetary Impact: $14,955.71

Governor’s Office Positio.as:
— Admir istrative Assistant: S61,381
— Administrative Assistant: $52,500


































House Committee on Appropriations, General Government
Tuesday, March 21, 2017 at 8:30 AM
Room 425

MINUTES

The House Committee on Appropriations, General Government met at 8:30 AM on March 21,
2017 in Room 425. Representatives Adcock, Ager, Clampitt, Cleveland, Floyd, Ford, ierce,
Pittman, and Riddell attended. Senators Alexander, Barringer, Tarte, Edwards, and Van Duyn
were in attendance. Fiscal staff members were Lisa Hollowell, Cara Bridges, and Chris Hearley.

Representative Dennis Riddell, Chair, presided. Polly Riddell was the Committee Clerk.

Attachments to the minutes are the Staff for the Sergeant at Arms (Attachment #1), the P: s for
the meeting (Attachment #2), and the attendance sheets for agency representatives and pul ¢
visitors (Attachment #3).

Lisa Hollowell from the Fiscal Research Division presented an Agency Overview for e
Department of the State Treasurer. Her handout is labelled Attachment #4

NC State Treasurer Dale Folwell gave a presentation on the Treasurer’s Office. The [ . of
State Treasurer’s Chief Financial Officer, Fran Lawrence, presented the department’s budget
expansion requests. Greg Gaskins, Secretary of The Local Government Commission and
Department Treasurer for State & Local Government, presented the COACH Team’s assessment
outcomes. This combined presentation is Attachment #5

Erin Matteson from : OSBM presented their plan for improving transparency of the State
Treasurer’s budget. This handout is labelled #6

There was a discussion by various members of the committee.

The meeting adjourned at 9:52 AM.
A
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Representative Dennis Riddell, Presiding Chair Polly Ri%ivell, Commiftee Clerk







NORTH CAROLINA HOUSE OF RL. RESEN1 A1 VES
JOINT COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2017-2018 SESSION

You are hereby notified that the House Committee on Appropriations, General Government will
meet JOINTLY as follows:

DAY & DATE: Tuesday, March 21, 2017

TIME: 8:30 AM

LOCATION: 425LOB

COMMENTS: Rep. Riddell will chair this joint meeting.

Respectfully,

Representative George G. Cleveland, Co-Chair
Representative Dennis Riddell, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 9:55 AM on
Thursday, March 16, 2017.

_ Principal Clerk
_ Reading Clerk — House Chamber

Polly Riddell (Committee Assistant)
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Joint Appropriations Committee on General Government
March 21, 2017; 8:30 AM

LOB 425
Agenda

Chairs:
Rep. Dennis Riddell, presiding
Sen. John Alexander
Sen. Jeff Tarte
Rep. George Cleveland
Sen. Tamara Barringer

Chair’s Opening Comments

Department of State Treasurer
Brief Budget Ov.__ .iew

Department of State Treasurer
Committee Presentation

Report on Improving Transparency of
State Treasurer’s Budget

Lisa Hollowell, FRD

State Treasurer Dale Folwell

Erin Matteson, Office of State
Budget and Management
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Commil(ee Sergeants at Arms

NAME QI COMMITTEL Anpropriations, General Government |

DATE: 3/21/2017 Room: _425

House Set 4+ Arms:

1. Name: War[en Hawkins

Doug Harris
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3@ Bill Bass )

4. Namec: o

5. Nawg: .

Scepate Spet-Atl Arins:

Jim Hamilton

-

n Name: JOhn Enloe —

. Name:

v Name:

L. Name: L
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Outline

* Overview of the Departme 1tal budget
— Constitutional Office: Article 111, Section 7

* Duties prescribed in Ar icle 6, G.S. 147

» Acts as financial advisor to state and local
Governments
— Financial Operations - Investme ts
— State and Local Government Fi1 ancial Oversight
— Retirement

— Unclaimed Property
— State Health P an*

*State Health Plan is not under the purview of the General Government Appropriations
Committee

ﬂ FiscAL RESEARCH DIVISION .2 03/2 /2017
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Orgarization of the Department

State Treasurer

Administration
(23.85 FTE)

Information
Services =
(50 FTE)

—

State & Local Retirement Unclaimed
Government Operations Property

(43.5 FTE) (38 FTE) (159 FTE) (27 FTE)

avestments

Financial
Operations

(39.2 FTE)

State Health Plan
(47.5F1 )

The 4 ABLE FTE s are shown with Investments.

B | E1SCAL RESEARCH DIVISION

Agency of the North Carolina General Assembly
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Budget History

% Growth

Actual Actual Actual Actu: Actual Actual )
since 2011

Fiscal Year 2011 2012 2013 2014 2015 2016 .
Requirements| $44,236,979 | $47,633,252 | $46,008,906 | $449,347,423 | $49,539,111 | $51,393,082 16.18%
leceipts | $35,560,173 | $41,166,097 | $39,610,979 | $37,384,094 |$40,875,231 | $46,886,146 | 31.85..

Appropriation

$8,676,806 | $6,467,155 | $6,397,927 $7,550,648 | $8,663,880 | $4,506,93¢ -48.06%

(FTE’s) 355.94 358.9 359.9 358.9 368.94  380.1 6.79%

03/21/2017
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Investment Management

e Invests and ove 'sees
approximately $120 billion (2016)
within retirement systems,
supplemental retirement plans,
and other investment funds

 [nvestment criteria autho 1zed in
Ar 1icle )5, G.S. "47

* Includes Cash Management,
P¢ 1sion Funds, Ancillary
[1 vestments

North Carolina

FiSCAL RESEARCH DivisioN ‘2 03/21/2017

e







State and Local Government
Finence

Jivision funded by:
— Distribution of Local Sales Tax (G.S. 105-501)
— Fees associe ed witl 1 debt issuances (G.S. 159-6)

Oversees State, Local, and other indebtedness

Oversees loce government finances

— Jnique to Vor 1 Carolina

Organization
 Capital Facilities Finance
« L  Mana~sment F anning and Policy

 Fiscal Management

O Js¢ RESEARCH DIVISION

Agency of the North Carolina General Assembly
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Jnclairied Proper'y

* Division that oversees Unclaimed (Escheats)
Prperty

o Article IX, Section 10 of the Constitution
o Administers G.S. 116B

* Involves:
— Audit
— Claims “rocessing
— Call Center
— Receipts Reporting

F JCAL RESEARCH )V 3ION 17 03/21/2017

A Staff Agency of the North Carolina General Assembly



Recent Legislative Actions

FY 2015-16

— AB . I Act implementation $455,000 and $540,000 Recurring for 4
FT s

— C)erations Reduction of 2% taken in the Investment and Banking
Division ($188,715)R

— Local Government Commission —2 7 'E’s at $198.¢ 4 (receiy -
supported)

FY 20 6-17
— State’s Core Ba king System $450k NR
— Operating Costs $36k and increased receipts by $5 2,000

— Local Governmer Assistance — One position at a cc npensation level
0f $99,432; paid for by rece sts

WCAL RESEARCH DIVISION 9 03/21/2017
Agency of the North Carolina General Assembly ‘






Information Requested

How do you measure your agency’s effectiveness and outcomes?

How do you measure efficiency within your agency/department?

Do you 1ave metrics that you use to monitor agency performance? If so,
please provide.

Are you planning any changes to the current structure o~ your
organization? Will this impact your agency’s budget?

Wha ai1: your overa 1 goals for your department/ag :ncy over the next
biennium?

What are your budget reques s/needs “or the biennium? P ease discuss the
items ~ 1 the Gove 10r’s budget.

03/21/2017
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Key Operational Metrics

The Depart nent of State reasurer uses both qualital ve and
quantitative measures to define operationz success. A handout is
available wit.r the complete listing.

Financial Operations 21

State and Local Government Finance 18

Investment Management 17,

State Health Plan 11

Retirement Systems 227

Information Technology 9

Unclaimed Property 7|

Legal 10

Communications 7

Internal Audit 7

Human Resources

Legislative 1

Departmental Total 353

’ STATE TREASURER OF NORTH CAROLINA

é’?w‘%i NORTH CAROLINA 2 DALE R FOLWELL CPA
e, :';«f DEPARTMENT OF STATE TREASURER “/ /;‘ &




Strategic Goals and Objectives 20.4-2016

Goal 1 ~ Provide Public Leadership in Finance, Fiscal, and Health Policy

Objective 1.1 - Create a proactive strategy for the long-term sustainability of retirement and health benefits
Objective 1.2 — Grow the retirement system investments over the long-term with prudent risk management
Objective 1.3 — Promote prudent financial decision making and conservative debt management

Objective 1.4 —integrate financial and health wellness resources in multiple aspects of Department outreach

Objective 1.5 —Support comprehensive strategies around K-12, community colleges and university education
Goal 2 ~ Enhance Accountability of Department Services
Objective 2.1 - Promote and improve transparency and ethical processes

Objective 2.2-Strengthen board and committee oversight
Objective 2.3 -Enhance constituent relationships-including members, customers, Department, government, stakeholders & citizens

Objective 2.4 — Effectively manage risk, resources and compliance
Goal 3 - Innovate and Modernize Operations
Objective 3.1 — Improve data analytic and use of metrics in decision-making processes
Objective 3.2-Strategically implement technology-based applications
Objective 3.3 - Continuously improve core functions and programs
oal 4 = Maximize our Talent
ibjective 4.1 — Enrich our workforce through the effective use of strategic talent ocquisition and retention

ibjective 4.2- Develop an integrated talent management system

Objective 4.3 - Promote a culture of engagement and collaboration

*Curren runder review for 2017-2019
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Focus on Core Mission

* Reduce Comnlexity
* Add Va Je/Reduce Cost

* [mprove Service
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2017-2019 Biennium 3udget Expansion Requests

5. 3 Internal Audit Positions & Funding for specialized audits - $360,000 and $351,000
(recurring)

* 3 permanent full-time positions to be responsible for providing adequate Internal Audit coverage.

* The Office of State Auditors has listed the Department as one of the top six agencies in terms of risks and
the Office of State Budget Management (Council of Internal Audit) has listed the Department as fourth in
n?r?]ber of Internal Audit Positions needed. Their recommendation is for 12 auditors and DST has a staff
of three.

* Due to specialty of skills and training needed, we are requesting $100,000 annually for contract services
to provide speci: training or bring in third party auditors wi' | expertise in certain areas. Remaining
amounts are $250,000 for 3 positions.

6. Digital Web Expert - $122,000 and S1 9,000 (recurring)

* 1 permanent full-time position to be responsible for supporting the online content functions of the
Department of State Treasurer, including designing and managing specic web workflow processes,
training, and support around the business needs and web divisional web authors for the Department.

* Qver the last 5 years, the Department’s web traffic and we ) content needs have 1creased dramatically.
The Department’s website serves as 1e r nary information source for the 950,000 members of the
State Retirement Systems and the 700,0u0 members of the State He: :h Plan. Additionally, the
NCCash.com site serves as the source of information for the state’s $420 mi on Escheat (unclaimed
property) Fund.
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Overview

Purpose & Objectives

Relevant Statutes, Changes, & Current Authorities
Overview of Current Funding Structure
Investment and Banking Operations

Allocated Administrative Costs

Compensation Plan

State Comparisons

Options







Relevant Statutes and Recent Changes — Investment
Operations

G.S. 147-69.3(f):

"The cost of administration, management, and operation of investment
programs established pursuant to this section shall be apportioned
equitably among the programs in such manner as may be prescribed by
the State Treasurer, such costs to be paid from each program, and to the
extent not otherwise chargeable directly to the income or assets of
the specific investment program or pooled investment vehicle, shall
be deposited with the State Treasurer as a General Fund nontax

revenue. The cost of administration, management, and operation of
investment programs established pursuant to this section and not directly
paid from the income or assets of such program shall be covered by
an appropriation to the State Treasurer for this purpose in the Current
Operations Appropriations Act.”

*Bolded text added in 1987.




Re 2vant Statt tes ar d Recent C'1anges - Compensat on

G.S. .47-69.3(i2):

"(i2)  In order to promote achievement of long-term investment objectives and to
retain key public employees—in%he—lnvestment—Diw’sieﬁwith investment
funrtione the State Treasurer is authorized to establish market-oriented
compensation plans, including benusesforthe-Ghiefnvestment Officerand
Investment Directors-salaries and performance-related bonuses, for employees
possessing specialized skills or knowledge necessary for the proper administration
of investment programs, who shall be exempt from the classification and
compensation rules established by the Office of State Human

Resources. The boenuses-may-design and administration of those compensation
plans shall be based on compensation studies conducted by a nationally recognized
firm specializing in public fund investment eompensation-and-the-Pension-Plan
peHormanee—compensation. The salares-compensation and other

associated employee benefits shall be apportioned directly from the investment
program. The Treasurer shall report the salaries and bonuses paid to the Joint

Legislative Gem#ys&en@n—é;evemmental—gpera#ens—Oversmht Committee on

General Government annually.”




Relevant Statutes and Recent Changes - Banking

G.S. 147-68.1:

“The cost of administration, management, and operations of the banking operations
of the Department of State Treasurer shall be apportioned equitably among the
funds and programs using these services, and the costs so apportioned shall be
deposited with the State Treasurer as a general fund nontax revenue. The cost of
administration, management and operations of the banking operations of the
Department of State Treasurer shall be covered by an appropriation to the State
Treasurer for this purpose in the Current Operations Appropriations Act.”




Overv ew of Curre 't Au hori ies

For investment functions, current statutes give the Treasurer authority to fund operations
from investment assets outside of the appropriations process.

Statutes give the Treasurer authority to charge expenses directly to invest ent assets
without defining what is an a >wable direct charge or setting a cap on expenditures (G.S.
147-69.3(f)).

Statutes authorizing the market-based compensation plan specify that the cost of the
plan is to be apportioned to the investment assets, enabline the Treasurer to fully fund all
pay increases | u« 2r the new plan by increasing receipts from investments.

These authorities have been extende: to include investment related functions outside of
the Investment Management Division, primarily in Financial Services.

Other divisions do not have this same flexibility to increase speni ng outsi 2 of the
appropriations process, though neai r a are receipt-supported from other non-General
Fun sources (e.g. Pension Trust Fund, Escheat Fi 1d, etc.)










Investment and Banking Budget

FY11-12 Actual FY15-16 Actual

(in millions) (in millions)

1210 Investment Management:

Expenditures $5.47 $9.56
Receipts $1.96 $8.69
Appropriation $3.51 $0.87

1510 Financial Operations (Banking):

Expenditures $3.07 $3.40
Receipts $0.00 $0.00
Apprc iriation $3.07 $3.40

Tot: Investment and lanking Appropriation $6.58 $4.27




Ge eral Func Re'mbursements fror Investment Pool

Funds Transferred from Investment Portfolios to General Fund
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*The FY16 budget was revice to shift salaries and allocations from appropriated to re«  pt-support following ng :ntation
¢ e new compensation{ in










Total Investment and Bankir g Operations

FY11-12 Actual FY15-16 Actual

(in millions) (in millions)

Expenditures (“on budget”):

210 Investment Management $5.47 $9.56
510 Financial Operations (Banking) $3.07 $3.40
Total $8.54 $12.96

Expenditures (“off budget”)
Direct Vendor Payments $7.00 $16.51

Total Investment and Banking Expenditures $15.54 $29.46































Option _ —Status QL o

* Investmer ; operations are funded through three separate
n 2chanis 1 3:
« Transfer to the Investment Management Division for “receipt-
supported” expenses

» Transfer to General Fund nontax revenue to st >port appropriated
expenses

* Direct payments to vendors

« Banking operations are appropriated and offset by transfer to the
General Fund as nontax revenue

« Administrative overhead functions are receipt-supported by all
divisions













Optiol 2: Appropriatio 1 offset by M ontax Reve 1ue
(al exper dit ires on bt dget)

Estimated Transfers to Nontax Revenue

1210 1510 Banking 1110,1150, 1510 Acct* Total
Investment Portfolios $25,113,533 51,684,046 $3,548,334 $30,345,913
Retirement $6,466,497 $6,466,497
Escheat $959,209 $959,209
Public Employees ‘alth Benefit Fund $1,629,725 $1,629,725
Supplemental Retirement Plans $247,497 $247,497
Local Government Sales and Use tax $1,239,706 $1,239,706
Total $25,113,533 $1,684,046 $14,090,968 $40,888,547

*Based on percent allocation from estimated FY17-18 base







Optior 3: Receipt-St pported with Spending Limits
(al. exper dit 1 es on budget)

Investment Management Division (1210) would continue to be
receipt-supportec from investments

Vendor payments previously charged directly to investments
would be reflected it the Investment Managemer : Division
budget as receipt-supported (equity management fees would still
be paid directly from investments)

Financial Operations (1510), Information Technology (1150), and
General Administration (1110) would continue to be receipt-
supported by other divisions

Statutes wou 1 be revised to clarify under what circumstances the
Treasurer has authority to budget additional receipts outside of
the appropriations process







Analysis of Options

« OSBM considered options based on the following criteria:

* ransparency — Appropriate expenditures are “on budget” and tracked in the
State’s accounting systems

» Control and Accountability — The General Assembly and OSBM have
adequate control through the appropriations process and budget execution

» Flexibility — Treasurer has sufficient flexib ty to manage unpredictable costs
associatet with investment operations







Supplemental Documents
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SENATE
NOTICE OF COMMITTEE MEETING
AND
BILL SPONSOR NOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROOM

Wednesday March 22, 2017 8:30 AM 425 LOB

Agency presentations continue

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair






Senate Committee on Appropriations on General Government and Information
Technology
Wednesday, March 22,2017 at 8:30am
Room 425

MINUTES

~ ¢ Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 am on March 22, 2017 in Room 425 of the Legislative Office Building. 14 members
we  present.

Senator Alexander presided.

Senator Alexander opened the meeting by thanking the pages and sergeants at arms for their
ser  :e.

Cara Bridges of the Fiscal Research Division presented first, and gave an overview of the
Secretary of State’s office.

Secretary of State, Elaine Marshall, then began her department’s presentation. Haley Haines,
Di uty Secretary, along with other members of senior staff, then gave their presentation to the

group.

Qu  ons:

1. yd: If a check is bad and you have to go to court, do they have access to the
system/resources in the time before it is realized the check is bad? Why not wait until after the
check has cleared to provide access? Why not slow the process down?

2. Barringer: How will the legislation [that was presented as legislation that may involve the SoS
office] affect their budget needs?

3. Brody: Would the check verify system asked for be the same as what stores use?

4.1 wards: Why is the span of control ratio so low? Are there plans to increase?

5. Van Duyn: can you draw a direct line in how you create jobs/businesses for NC?

6. Ta :: Are your success metrics available online/do we have access to that information? What
is the volume of checks received? How many are bad? How many do we collect on? What’s the
debt? Is there an ROI available? Thoughts on looking at digital certificates or e-signatures vs
fingerprinting?

7. Pierce: Is the IT request adequate for what you need to do?

8. Floyd: Why go to Wake County court vs court in the county where bad check originated?

9. Tarte: What general ledger application center do you use?

Cara Bridges (FRD) then began her presentation on the Department of Administration.

Department of Administration Secretary Machelle Sanders began the department’s presentation.
Bryan Brannon, CFO, and Angie Dunaway, Interim Purchase and Contract Director, assisted.






Questions:

" 1. B: inger: Made several points referencing inconsistency and issues with who contracts
are being issued and written. How do you plan on addressing the issues? The laws are
clearly not being enforced, what’s your response? Does DOA do common sense
contracting to protect the people of NC? Why are people without legal training writing
contracts?

2. Floyd: Have we expanded the Human Relations Commission? (Cara Bridges answered)\
3. Tarte: Is there/do we need/have a short list of vendors? What are the average days of
AAR? Are the contracts online?

The meeting adjourned at 10:04 am.

Perry Westfr, Committee Clerk







Joint Appropriations Committee on General Government
March 22, 2017; 8:30 AM
LOB 425
Agenda

Chairs:
Sen. John Alexander, presiding
Sen. Jeff Tarte
Rep. George Cleveland
Sen. Tamara Barringer
Rep. Dennis Riddell

Chair’s Opening Comments

Office of the Secretary of State Cara Bridges, FRD
Brief Budget Overview

Office of the Secretary of State Secretary of State Elaine Marshall
Committee Presentation Deputy Secretary Haley Haynes

Comm ee Discussion

Department of Administration Cara Bridges, FRD
Brief Budget Overview

Department of Administration Secretary Machelle Sanders
Committee Presentation

Committee Discussion
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Out 1ne

» Authorizing Laws & Respor sibil ties

* Budget Overview

* Divisions

* Recen ~.egis ative Ac 1ons

* Information Requested

* Base 3udget Review (Landout)

"W RISCAL RESEARCH DIVISION - March 22, 20‘

of the Noxth slina General












Secetary of S‘ate
Di1vis101s

* Administratior
» Publicatio 1s
» Corporat ons
e Securities
 Certification and Fil ng

Cnaar1'ab e Fundraising Licensing

+ Lobbying Compliance

| ™= LEiscAL RESEARCH DIVISION 6 March 22, 20‘
of the Nortly ! seneral bly ‘

{f Agenvy






Secretay of State
Divisions
.’ plications - custodian o “public doc iments and
records 1 ec with Office

* Base Budget .Y 2017-19

Requiremerts: $203,879
Receipts: $553

Net Appropriation: $203,326
FTE : 2.733

[ETM“iﬂiqrAL RESEARCH D N March 22, 20‘
sgenvy of the Norths € ien bly







Secretay of State
Divisi01s
* Secur ties — examines ¢ pplications for securities

registrations, reg 1la es licensed sec rities ¢ ealers,
11 vestigates vio.ations of securities laws

* Base Budget FY 2017-19

Requirements: $2,412,212
Rece pts: $0

Net Appropriation: $2,412,212
FTE : 26.75

T ;ECAL RESEARCH DIVISION 10 March 22, 20‘
il Ageney of the Novth na General Asseimbly ’






Secretary of State
Divisions
e Charitable F ir draising L censing — maintair s registry
of org: 1zations .ice 1sed to solicit char tab e

contributions in the State, licenses funcraising
professionals

e Base Budget FY 2017-19

Requirements: $729,493
Receipts: $0

Net Appropriation: $729,493
FTE : 9.43

}BSCAL RESEARCH DIVISION " March 22, 208
adl Ageney o Ne lina General Asser ’






Secrete 'y 0" State
Federal Grant Program

e Traden : rk Offender — enforcen ent of
trademark v.o.ations

* Base Budget FY ?017-19

Req iirements: $134,316
Receipts: $134,316

Net Appropriation: $0
FTE : 1.0

- BSCAL RESEARCH DIVISION " March 22, 208
Al Ageney of Sopth Can seperal Assenbly .















(Quesiions?

Cara Bridges

Fizcal R _s.arcl. Jivision
919-733-4910
Cara. 3ridges@ncleg.1 :t
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Ortline

» Authorizing Laws & Responsib.lities

* Budget Ove view

* Divisions
— Governn ent Services
— Public Services

» ecent Legislative Actions
* Informatior Requested

—

» Base Budget Review (handout)

=il LAl RESEARCH Divisiol O March 22, 2016

Agency of the Notth Carolina General Assembty






Depa-tmen. of Admin.stration
Authorizing Laws & Res»onsibilities

* "'he Dep¢ ment was created in 1957 aad
serves two mr ain roles:

— The State’s business manager (government
Serv ces)

— Provices services to groups of ¢ tizens through a
variety of comn ssions and div's ons (public
SErvices)

= F‘)\L RESEARCH DIVISION March 22, 201 g
Agency of the N ina Ge ly ‘












Departrient of Ad ninistration
Divisions — Government Services

* Facuities v anager 1ent

e M.ail Service

 Motor F.eect

» Historica'ly
Underut_lized Businesses

e Purchase ¢ nd Contract

e State Construction

e S ¢te Property
* S irplus Property
» State Park ng

March 22, 2016






Departr er t o Adm r 1stration
Divis ons — Government Services

Ma. Service - G.S. 43-341(8)g—h

* Receip -supported, I a ules ma services for St: te
agencies, Interoffice m ail, and courier services

 Base budget FY 2017-18
Requirements: $4,275,103
Receipts: $4,277,405
Change Fund Balance: $2,302
FTE: 60

RN

a1 ReeeARCH DIVISION March 22, 2016
o seth Carolina Geaceral Assembly ‘






Depart nert of Adrur istration
Divisions — Government Services

Histor cally Underutilized B _sinesses - G.s.
143-48, 1:.3-64, 43-128

* Certifies businesses 'or HUB program, provides training
and outreach for businesses and State agencies on the
proc irement system and process

 Base buc get review FY 2017-18
Requirements: $620,484
Receipts: $129,382

Net appropriation: $491,102
FTE: 8

@ ResearcH Division ® March 22, 201 gy






Department of A¢m nistratior
Divisions — Government Serv ces

Purcl ase and Con ract Div'sion —

E-Commerce Reserve (Special F inc ) —on ne system used for
purchasing. This fund pays for the maintenance and operations of
the e-procurement system

* Base budget FY 20.7-18
| Requirements: $25,133,906
Receipts: $17,003,906
Change in F1 nd Balance: -$8,130,000
"‘otal Fund Ba ance (Feb. 2017): $16,735,508
~“TE: 2.9

= E L RESEARCH DIVISION ‘ March 22, 2016

Agene arolina General Asse






Jepartment of Administ-ation
Divisions — Government Services

State roperty Ofice - G.S. 143-34_(4) an.. G.S. 1-.6

« Handles State’s real estate transactior s incluaing surveying
and deeds, maintains listing o~ State-owned land and
buildings, man: ges State unallocated lana

* Base budget FY 2017-18
Requirements: $ ,688,254
Receipts: $738,107
Net appropriation: $950,147
FTE: 19

=1 Al RE
@ PrsircH Division o March 22, 201 g
























Department of Admin stration
Divisions — Public Services

Hu mar Re atior s Co imission - G.S. 143B-391,
G.S. 99D, G.S. 41A

* Administers the State’s Fair Housing Act and staffs
Human Re.ations Commission and Martin Luther King,
Jr. Commission

* Base budget FY 2017-18
Requiremer ts: $801,835
Receipts: $220,991
Net appropriation: $580,844
FTE: 9

= RESEAR IVISIO March 22. 201
F‘:er;w of m§ Nﬁm CEI!):_\IIMQC ;L:i ‘ arc ) 6






Departmet of Adr -1nistration
Other Iteras

* License To G ve Tris Fund
Base budget FY 2017-18: $547,727 ("ully receipt
supportec ) — collects fi nds fron donations to provide
grants to promote organ donation and maintains statewide
online donor organ website

* Pension to Surviving Spouse
Base Hudget FY 2017-18 net appropr atior : $12,000 — pays
a monthly pension to surviving spouses of NC governors

] March 22, 201
L Researcr Division . mere












Questions?

Cara Bridges

Fiscal Researcl )ivision
919-733-4910
Cara.Bridges@ncleg.net

| W‘AL RESEARCH DIVISION March 22, 2012
Agency of the Nonh Ca Assembly . ’
























Budget Highlights

$450,000 to restore pos tion func.ng
Shif s ‘'unc ngc .9 FTEs to net Gel 2ral F 1d approprial ans to more accurately

rel 2ctrc 2s 1thec g nization

$298,000 to improve contract monitoring and accountability
Ad¢ 5 four positions to the Purchase & Contract Division to enhance compliance and

proficiency

Supports Administration’s initiative to consolidate State procurement functions
within DOA







Performance Measure Examples

~Fiscal .

Efficiency
= % of invoices paid by due ite or
within 5 business days of receipt

= % of Accounts Receivables co :cted

within 90 days of invoicing
= % of OSBM deadlines met

Customer Service

= # of DOA purchases from HUB
vendors

= # of DOA division requisitioners
trained bi-annu: y on Purchasing
Policies & Proce ires

7 Adi?ﬁi?a‘é\‘ ‘

Division: Non-public Education

Workloa:

= # of home school openings,
closings and record reviews
conducted

= # of Driver Education
Certifications (DEC) issued by
week

= C: volume by week

Efficiency
= Process time of new home school
registrations
* Process time of DECs

Customer Service
= Resolve time of complaints
= Customer survey

Division: State Surplus Property

Workload
= # of surplus items taken in
= Tracking of annu: total sales of
surplus items

Efficiency
= Cost savings of reutilization of
surplus items
» Total sale fun ;returned to state
agency budgets

Customer Service
» # of surplus items transferred
back to agencies for reutilization
= Annual surveys to client agencies
and public customers


















Divisions

» Office of Fiscal Management
» State Property Office
 State Surplus Property

* Federal Surplus Property
 State Constructic 1 Office

. Mdtor Fleet N anagement

e Facility Management

* Purchase and Contract

e State Park g

* Mail Service Center

Council ar Women an¢ Youth Involvement
Commission of Inc anA 3 s

Division of ' - -Publ : Education

Human Relations Commission

License to Give rust Fund

Office for Historically Unt 2rutilizec Businesses
Office of Justice for Sterilization Victims







. SECRETAR\Q)F STATE
Base Budget Review - General Fund

Changes to the Base Budget - FY 2017-19

Nonrecurring Items Removed
1. Budget realignment to match

actual expenditures (net) ($24.,072)
2. Lease increases FY 2017-18 $24.792
3. Lease increases FY 2018-19 $85.440
4. Federal funds receipts adjustment ($240)
Other Changes
1. Retirement Changes (net) ($46.247)
FY 2017-18 CHANGES (545,767)
FY 2017-19 CHANGES S$14,881

Fiscat RESEARCH DwisiON
A Sad Ay o e Neusdi U s S Sovanbly
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Base Budget Review - General Fund

Changes to the Base Budget - FY 2017-19
Nonrecurring Items Removed
1. Ethics Application Maintenance ($20,000)
2. Ethics Electronic Filing System ($850,000)
3. Ethics Conference ($7.600)
4. State Property Study ($600.,000)
5. Connect NC Bond Administration ($32.175)
6. Grants-in-aid ($200.000)
7. State Land Fund ($2.000.000)
8. E-Commerce Special Fund Transfer $1.476.,543
Other Changes
1. Retirement Changes (net) ($119,272)
TG AL CHANGES ($2,352,504)

1 | FISCAL RESEARCH DIVISION
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Senate Committee on Appropriations on General Government and Information
Technology
Thursday, March 23, 2017 at Special Time: 8:00 a.m.
Room 425 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations on General Government and Infi  ation Technology
met at Special Time: 8:00 a.m. on March 23, 2017 in Room 425 of the Legislative Office
Building. Five members were present.

Senator Jeffery P. Tarte presided.

Senator Tarte called the meeting to order @ 8:02 a.m. He introduced and thanked the Sgt. @
Arms and pages.

Senator Tarte introduced Chris Hearley with the fiscal research division to give a brief overview
on the Office of State Human Resources.

Barbara Gibson (the Director of State Human Resources) was then introduced to provide the
members with information and answer and questions.

The members discussed the following: Positions available, cross training for positions, time
frame to meet goals.

Senator Tarte introduced Chris Hearley with the fiscal research division to give a brief overview
of the Depe nent of Revenue.

Rona Penny (acting Secretary of the Department of Revenue) was then intrc iced to provide
the members with information and answer questions.

The members and Secretary Penny discussed the following: time frame to fill open positions,

developing key factors to pay employees, comparable salary to market, unpaid workers comp
claims, and surveying of benefits.
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Reading Clerk

SENATE
NOTICE OF JOINT COMMITTFE MEE S
ANQ
BILL SPONS('P NNTICE

\

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the ft  owing time:

DAY DATE TIME ROOM
Thure 1y March 23, 2017 Special Time: 8:00 425 LOB
a.m.

Senator Jeff Tarte will chair the joint committee at a special time (8:00 a.m.).

Senator John M. Alexander, Jr., Co-Chair
Senator Tamara Barringer, Co-Chair
Senator Jeff Tarte, Co-Chair






Joint Appropriations Committee on Gener: Government
March 23, 2017; 8:00 AM

Chairs:
Sen. Jeff Tarte, Presiding
Rep. George Cleveland
Sen. Tamara Barringer
Rep. Dennis Riddell
Sen. John Alexander

Chair’s Opening Comments

Office of State Human Resources
Brief Overview

Offic of State ] iman Resources

Department of Revenue
Brief Overview

Depar 1ent of Revenue

Comm ee Discussion

LOB 425
Agenda

Chris Hearley, FRD

Barbara Gibson
Director of State Human Resources

Chris Hearley, FRD

Ronald Penny, Acting Secretary

Joc yn Andrews, Chief Operating Officer
Dave Roseberry, Assistant Secretary/Chief
Information Officer






Joint Appropriations Committee on General Government
March 23, 2017; 8:00 AM
L.OB 425

Agenda

Chairs:
Sen. Jeff Tarte, Presiding
Rep. George Cleveland
Sen. Tamara Barringer
Rep. Dennis Riddell
Sen. John Alexander

Chair’s Opening Comments
Office of State Human Resources Chris Hgarley, FRD
Brief ¢ serview

Office of S e Human Resources Barbara Gibson
Director of State Human Resources

Depart 2nt of Revenue Chris Hearley, FRD
Brief Overview
Department of Revenue Ronald Penny, Acting Secretary

Jocelyn Andrews, Chief Operating Olfficer

Dave Roseberry, Assistant Secretary/Chief
Information Officer

Committee Discussion









Ou.line

e Authorizing laws

e Mission

* Budget Information

* Roles ¢ 1d Responsibilities
* Recent Legislative Actions
* Base Budget Y 2017-19

* Agency Request for Information
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Mission

To at ract and retain a h gl -performing
anc¢ diverse state govern nent wor.: orce,
facilitate a s¢ ‘e work env ronment for all
employees.
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Office of State H.man Resources
ResHor sibilities

 Human Resources Progra ns and Serv ces

— HR transact ons; recruitment; benefits; sa ety; hea th anc wellness;
c assificatio 1 and compensation

— Direct support of Governor’s Office, Office of State Management
and Budget and Division of M litary Affairs

* Business Operations

— Provides operational management support services

e Communications & Employee Engagement

— Manage agency’s website and the OSHR and NC government
recruitment system (Work for NC)

— Provide agency support with communication and marketing
strategies
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Office of State Human Resources
Tenporay So.utions

* Provides ter porary staff ng for other state agencies
* Receipt-supportec program

* 2013 Executive Order di ected agencies to 1se Temporary Solut ons

$77.2m Requirements

$80,000,000
$60,000,000 -+~
$40,000,000
$20,000,000

2012-13  2013-14  2014-15  2015-16  2016-17
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Inor 1ation Recuested from tie Office
of Human Resources

» I ow do you measure your agency’s effectiveness and
outcc mes?

» How do you measure efficiency wi hin yo ir
agency/department? Do you have metrics that you use to
monitor agency per ‘ormance? 1~ so, please provide.

» Are you planning any changes to the current structure o~ your
organization? Waill this impact your agency’s budget?

» What are your overall goals for your department/agency over
the next biennium?

» What are your budget requests/needs for the biennium?

> Please discuss new initiatives.
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Barbara Gibson
Director

Lot Ann Phillips
Deputy Director

I ancy Astrike
Diversity and Workforce Services Manager

John Bogner
Safety, Health, & Workers' Compensation Director

Susanna Davis
Legislative Liaison

Paula Kukulinski
Talent Management Director

Lars Nance
General Counsel

Ray Scerri
Total Rewards Director

Charlene Shabazz
Business Operations Director
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Authorizing laws
Mission/Vision

Roles and Responsibili 1es
Organizational Chart

Budget History and Overview

Major Budget Items
Base Budge” 2017-19

Agency Request for Information
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Mis-10r. Staerient

 Administer the tax laws and collect the taxes
due to the state in an impartial, uniform, and
efficient manner.

e Tenets:

— Easy to do business with

— Con passionate when ca.led for
— Firm but fair

' FISCAL RESEARCH DIVISION

March 23, 20‘







l.t.es &N €S Cuulurutlies

Administer the tax laws and collect the taxes due the
State 1n an 1mpartial, consistent and efficient manner

Process and post tax payments

Identify and assess nor -complianc. and
underreporting

Interpret the tax code

Assist local eovernmen s in adn inister ng t* eir tax
schedules

Handle appeals of tax liabi ities

Educate taxpayers on their o >ligations

FISCAL RESEARCH DIVISION .6 March 23, 20 5
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Departmenfof Rever 1e

Collection Ass sta ice Fee
G.S. 105-143.1

— Requires the Department to assess a 20% fee against a fi 1al bill t_.at
is at least 90 days past due

— Designed to pass some of the costs of collecting overdue taxes to
those who become delinquent rather than using General Fund
monies

» Currently supports the 473.85 posit ons 1n Project Collect
Tax and the Taxpayer Call Center

FY 2015-1¢ Receipts

— $37,042,782

 Func B: an:easof 12/3 /16
— $58,694,133
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Examination

Administer tax laws a1 d determine taxes due to the State
Identify non-compliance with state tax laws

Audit the books and records of individ 1als and
yusinesses not in compl ance

Assess and collect unpaid revenue owed to the State

viajor Ci rrent Initiatives

— Cash intensive business a 1dits

— Fortune 500 audits

— Refund Fraud/Identity Theft program

) FISCAL RESEARCH DIVISION

March 23, 20‘
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Department of Revenue
Informatior Technology

* Hanc le dai.y techn cal operations ncluding bt siness systems
analysis, appl cation development and procurement,
[ aintenance, database administration, server/network
st pport, and system software support

* S ipports Tax S_stems
* JVlanage security systems

— Firewe.ls, intrusion detection systems, and system vulnerability
assessment software

* Ensure that a.l I ardware, software, and networks meet security
stanc rds
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Documents & Payment Processing

* Ensure/manage the daily receipt of incoming
taxpayer electronic and paper payments

* Assure electronically filed returns can be
successfully loaded .nto the MeF system and
expor‘ed into ITAS

e Correc” suspended 1items (returns ar d/or
payments wit1 errors) and post to ITAS and

ETM

[0 1SCAL RESEARCH DIVISION 6 March 23, 20
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Department of Revenue

» How do you measure your agency’s effectiveness and
outcomes?

» How do you measure efficiency within your
agency/department? Do you have metrics that you use to
monitor agency performance? If so, please provide.

» Are you planning any changes to the current structure of your
organization? Will this impact your agency’s budget?

» What are your overall goals for yot ~ departmen /agency over
the next biennium?

» What are your budget requests/needs for the bie inium?

» Please discuss new in tiatives.
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NORTH
CAROLINA
DEPARTMENT
OF REVENUE

General Government
Joint Appropriations Con mittee

March 23, 2017



VK Pr._sentation Agenda

1. Introduction
— Ronald G. Penny, Acting Secretary
2. Agency Overview and Effectiveness/Efficiency
— Jocelyn Andrews, Chief Operating Officer
3. InformationTechnology Needs / Budget Requests
— David Roseberry, Assistant Secretary, CIO/CISO
4. Overall Agency Goals
— Jocelyn Andrews, Chief Operating Oftficer

5. Questions from the Committee
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NCD®OR Introc 1ction

* Leadersh p Team Members Present

— Jocelyn Andrews (COQ), David Roseberry (Asst. Sec.), Angela
Altice (Asst. Sec.), Anthony Edwards (Asst. Sec.), Jackie McKoy
(CFO), Ken Wright (Legislative Liaison )

* Recent Organizational Structure C anges (June 2016)
— No major structural Changes
— Internal promotion of professionals

— Adapting structure to meet taxpayer f iing tendencies

* Executive Review of Organization and Unchange(‘

Focu./Mis_ion

* Develonr e it of Employees



DOR Agency Gverview

* Fiscal Year 2015 — 2016 Review
— Gross Collections: $29.3 billion
— Average Daily Deposit: $116.3 million
— Tax Returns Processed: 11.8 million
— Number of Refunds Issued: 2.4 million
— Total Dollar Amount of Refunds: $2.1 billion
— Average Retund Processing Time: Approximately 5 weeks
— Return on Investment (FYE 6/30/16)
* Examination Division: $46.28 for every dollar Judgeted

* Collections Division: $52.09 for every dollar budgeted







K Tmiormation Technology Needs

* Expansion Budget request includes $12.5 m for
annual Critical IT Operations and Maintenance:

— Modernized eFile (84 m): required for individuals and
businesses to file electronically. Cost is almost exclusively for

vendor labor to provide annual updates to existing product.

— Portfolio Warehouse ($2 m): serves as the platform for fraud
detection analysis and annual data loads from various sources. Cost
is software maintenance and vendor labor to provide annual
updates to existing product. Required for collaboration wit 1

Government Data Analytics Center.

— Operations and Maintenance ($6.5 m): provides
maintenance, support, and upgrades for various hardware and

software.
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NCD®R Expansion Budget Requests (Cont.)

* Collections Case Management ($20 m)

— Au thorizes the one-time 1 se of $20 mi lion from the
Collection Assistance Fee to implement a new tax

collection system.

* Detect Ident fyTheft a1 ¢ Fraud ($4.4 m)

— Permits the annual use of $. .4 million to enhance the

state’s abi.i y to fight identity hett and protect against
fraud.



DCOR Overal Agencz Goals

1. Collect taxes due to the State

—  Fair, impartial approach with taxpayers

2. Protect Taxpayers
— Identity Theft
— Refund Fraud

3. Development of Employees / Succession Planning
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Questior s from tae Committee?

* Cor tact In ormation:

— Ronald G. Penny, Act ng Secretary: ronald.penny(@nccor.gov

— Jocelyn Andrews, COO: jocelyn.andrews@ncdor.gov
— David Roseberry, CIO/CISO: david.roseberry@ncdor.gov

— Angela Altice, Assistant Sec: ange a.altice(@nccor.gov

— 1 nthony Ec wards, Assistant Sec: anthony.ec wards@ncdor.gov

— Jackie McKoy, CFO: jacque ine.mc  y(@n~dor.gov

— Ken Wrig.it, Legislative I isor : ken.wr ght(@ncdor.gov










Barbara Gibson
Director

Lou Ann Phillips
deputy Director

Nancy Astrike
Diversity and Workforce Services Manager

John Bogner
Safety, Health, & Workers' Compensation Director

Susanna Davis
Legislative Liaison

Paula Kukulinski
Talent Management Director

Lars Nance
Gener: Counsel

Ray Scerri
Total Rewards Director

Charlene Shabazz
Business Operations Director
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