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The North Carolina Center is an independent

research and educational institution formed to study
state government policies and practices without
partisan bias or political intent. Its purpose is
to enrich the dialogue between private citizens and
public officials ,  and its constituency is the people
of this state. The Center's broad institutional
goal is the stimulation of greater interest in public
affairs and a better understanding of the profound
impact state government has each day on everyone in
North Carolina.

A non-profit ,  non-partisan organization ,  the Center
was formed  in 1977 by  a diverse group of private
citizens  "for the purposes of gathering ,  analyzing
and disseminating information concerning North Carolina's
institutions of government." It is guided by a self-
electing Board of Directors ,  and has some 600 individual
and corporate members across the state .  The Center's
staff of associate directors ,  fellows ,  and interns
includes various scholars ,  students ,  journalists,
and professionals from around the state .  Several
advisory boards provide members of the staff with
expert guidance in specific fields such as education,
publications ,  and fund raising .  The Center is forbidden
by law from lobbying or otherwise attempting to in-
fluence directly the passage of legislation.

Center projects include the issuance of special
reports on major policy questions ;  the publication
of a periodic  magazine  called "N.C. Insight"; the
production of forums, seminars ,  and 'television docu-
mentaries -  the maintenance of a speakers bureau; and
the regular participation of members of the staff and
the board in public affairs programs around the state.
An attempt is made in the various projects undertaken
by the Center to synthesize the integrity of scholarly
research with the readibility of good journalism.
Each Center publication represents an effort to
amplify conflicting views on the subject under study
and to reach conclusions based on a sound rationaliza-
tion of these competing ideas .  Whenever possible,
Center publications advance recommendations for changes
in government policies and practices that would seem,
based on our research ,  to hold promise for the
improvement of government service to the people of
North Carolina.
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THE ADVISORY BUDGET COMMISSION

--Not as simple as ABC

•

•

INTRODUCTION

The focus of this study is the interaction between

the executive and legislative branches of state govern-

ment in the budget and appropriations process, pri-

marily as reflected in the work of the Advisory Budget

Commission  (ABC), one of North Carolina's most influ

ential bodies .  The budget is a chief instrument of

state policy and a primary source of political power

in North Carolina and in both of these respects the

role of the ABC is pivotal. Recently the role of the

ABC has been challenged in a suit filed by Senator

I. Beverly Lake ,  Jr., in which he cited conflicts

between the Commission 's activities and those sections

of the North Carolina constitution that provide for

the separation of legislative and executive powers

and for the governor 's exclusive responsibility for

preparation and administration of the budget.1 On

the same constitutional grounds Senator Julian Alls-

brook ,  the senior member of the state senate, has

prefiled a bill to abolish the ABC that may be formally

introduced in the 1980 Session of the legislature.2

On the following pages the roles of the Advisory

Budget Commission and its members are examined from

historical ,  legal ,  practical, and theoretical points

of view .  While the creation of the Commission occurred

with the passage of the Executive Budget Act of 1925,

the characteristics of both the ABC and this origi-

nating legislation flow from a broader stream of state

experience in fiscal affairs .  This report considers

the ABC in its wider context in an effort to increase

understanding of both its virtues and its flaws by
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those who question its appropriateness as well as

by those who respect its accomplishments.

The Executive Budget Act provides that the Ad-

visory Budget Commission shall consist of the "Chair-

man of the Appropriations and the Finance Committees

of the House and of the Senate ,  two other Senators

appointed by the President of the Senate ,  two other

Representatives appointed by the Speaker of the House,

and four other persons appointed by the Governor."

The current members of the ABC are:

Mr. H. Edward Knox ,  Chairman ,  appointed by
the Governor .  Charlotte.

Senator Harold H. Hardison ,  Chairman of the
Senate Appropriations Committee. Deep Run.

Senator Marshall A. Rauch, Chairman of the
Senate Finance Committee. Gastonia.

Senator Kenneth C. Royall, Jr., appointed by
the President of the Senate .  Durham.

Senator Joe H. Palmer, appointed by the Presi-
dent of the Senate .  Clyde.

Representative Edward S. Holmes, Chairman of
the House Appropriations Committee'. Pittsboro.

Representative John R .  Gamble ,  Jr., Chairman
of the House Finance Committee .  Lincolnton.

Representative H. Horton Rountree ,  appointed
by the Speaker of the House .  Greenville.

Representative Ben Tison ,  appointed by the
Speaker of the House. Charlotte.

Senator James B. Garrison ,  appointed by the
Governor .  Albemarle.

Senator Ralph H. Scott ,  appointed by the Governor.
Haw River.

Representative Liston B. Ramsey ,  appointed by
the Governor .  Marshall.

E
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EXECUTIVE SUMMARY

A suit recently filed in Wake County Superior

Court and a bill prepared for the state senate at the

end of the 1979 legislative session both focus attention

on apparent conflicts between the functions of the

Advisory Budget Commission  (ABC) and the provisions

of the state constitution dealing with the separation

of executive and legislative powers and with the

governor 's authority for the preparation and admini-

stration of the state budget.

The 1925 General Assembly passed the Executive

Budget Act in an effort to bring order to the state's

chaotic budget and appropriations processes. That

legislation created the Advisory Budget Commission,

a body originally conceived to advise the governor

during the preparation of his budget recommendations

to the General Assembly. In addition ,  the ABC was

designed to provide a small group of informed legisla-

tors who could assist their colleagues during the

appropriations process.

In the years that followed 1925 and especially

since 1940 ,  the influence of the ABC has been extended

by amendments to the original act, by the enactment

of other legislation that assigned additional duties

to the Commission ,  and most notably by special pro-

visions inserted in appropriations bills .  Today the

ABC is involved in a variety of executive functions

and its role in budget preparation goes far beyond

supplying advice to the governor.

Discussions about the proposed budget between

executive and legislative officials are essential

to effective budget and appropriations processes and

will occur under any circumstances .  But some factors

that first led to the creation of the ABC--for example,
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the extended dispersion of legislators between

legislative  sessions --have vanished with the advent

of annual  sessions , frequent legislative meetings

in Raleigh, more adequate legislative staff support,

abundant budget and expenditure data, good communi-

cations,  and easier  travel. The Advisory Budget

Commission  is now  but one of several formal and

informal arrangements to bring together governors,

legislators, and state agency officials in the develop-

ment of budget recommendations for the General Assembly.

And there is some question, in light of these changing

circumstances , about\whether the ABC has outgrown

not only its original purpose but also  its usefulness.

During the last two decades there  has been .growing

awareness  by legislators and governors alike of the

extent to which members of the ABC  can ease  the passage

of the governor's budget proposals by the General

Assembly. In making-the most of this situation,

governors have tended to accept all but the most

serious meddling by the ABC in executive functions.

On the other hand, legislative members of the ABC

have encouraged procedures that maintain or increase

their own influence while limiting the effective

participation of other legislators in matters re-

ferred to appropriations committees. As a result,

few legislators other than Commission  members seem

to become familiar with the entire budget, much

less with substantive policy matters reaching far

beyond questions of funding that have been confined

to the money committees.

The combined effects of the burgeoning power

of the ABC and of the practices nurtured by its

activities have profound effects on state government-

They formally involve legislators in the governor's
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exclusive constitutional responsibility for the prepara-

tion and administration of the budget. They intrude

on the independence of the legislature. And they limit

the development and participation of legislators in

the work of the General Assembly.

There is real need to address these problems in

the General Assembly. Even with enlightened leader-

ship, the selection of the best courses of action to

alter the role of the ABC will be a difficult and deli-

cate task. The objectives to be sought in making

these changes are to:

--eliminate the constitutional conflicts inherent
in the activities of the ABC;

--retain an appropriations process that has the
political and administrative capacity to produce
adequate appropriations bills in a reasonable
time;

--assign such authority as is needed.to keep the
appropriations process moving in the General
Assembly to the presiding officers of the
senate and the house of representatives; and

--broaden effective legislator. participation in
the appropriations process.

There are a relatively large number of options

that would accomplish some or all of these objectives,

including amending the state constitution to exempt

the ABC from some of its provisions, amending the

Executive Budget Act to redefine the function of the

Commission, and abolishing the ABC. Although complete

removal of the Advisory Budget Commission from the

state government scene may be the surest way to solve

the constitutional problems, less drastic changes

could also achieve that result while retaining the

Commission's more positive features.

It is proposed that the role of the ABC be altered

by amending the Executive Budget Act and other statutes

to limit the Commission's involvement in the execution
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of the governor's constitutional responsibility for

the preparation and administration of the budget,

to strengthen the influence  of the senate and house

presiding officers  over the ABC and  appropriations

matters, to reduce the size of  the appropriations

committees ,  and to increase the number of legislators

who are effectively  involved  in an appropriations

process to review more  thoroughly  the governor's

budget recommendations  and their policy  implications.

These study proposals would essentially establish

the ABC as a legislative  body that  is less subject

to the influence  of the governor and less capable

of projecting  the governor's influence  into the

legislature 's appropriations decision. As redefined

in these recommendations , the principal  functions

of the ABC would be to provide  a formal group of

knowledgeable and responsible  legislators  and non-

legislators with which the governor  can discuss his

budget  recommendations, to assist other legislators

in understanding the governor's budget proposals,

and to observe the execution  of the approved budget

as directed  by the  General Assembly.

The report includes in its appendices  additional

information  to assist citizens ,  state  officials and

scholars  in evaluating and modifying the role of

the ABC. Appendix  A traces the most  important

amendments  to the Executive  Budget  Act from 1929

through 1979;  Appendix B provides language to amend

the Executive Budget Act and the  state open meetings

law to  accomplish the recommendations  of this report;

Appendix C shows the current text of the Executive

Budget Act, modified to reflect  the proposals in

this report; and Appendix D lists related  areas of

study that might be undertaken by the research 0
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community to improve understanding of the Advisory

Budget Commission and other aspects of state financial

management.

A NOTE ON TERMINOLOGY

Financial administration is a broad term that

includes the framework within which state budgeting

is carried on and consists of fiscal policy determina-

tion and acountability, as well as those functions

directly associated with budgeting. The d=.scussion

that follows is concerned primarily with t'03 three

major phases of state budgeting. These are:

1. Budget preparation, which involves the develop-
ment of department plans, programs, and proposed
expenditures, as well as their review within
the executive branch and presentation to the
legislature in the form of a proposed budget
and proposed appropriations bills.

2. Legislative review and appropriations, which
includes review of the various proposed de-
partment budgets and requests for appro-
priations, as well as the development and
enactment of appropriations bills.

3. Budget execution, which involves the execution
of the budget as approved by the legislature
and reflected in the appropriations bills,
including such functions as alloting the appro-
priations to the departments, the pre-audit
of department requests for payment (by checks
or warrants), the disbursing (or spending)
or funds authorized in the approved budget,
and record keeping necessary for controlling
expenditures, accounting, and auditing.

In North Carolina the budget requested by state

agencies (and reviewed by the governor and the Advisory

Budget Commission) is referred to as "the budget

request" or "the requested budget;" the budget recommen-

ed to the General Assembly by the governor and the ABC is

called "the recommended budget;" and the budget approved
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n
by the General Assembly and transmitted to state

agencies by the governor's budget office at the

beginning of the fiscal year is called "the certi-

fied budget."

E
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THE NORTH  CAROLINA SETTING

The bloodshed and anguish of the Revolutionary

War forged more than freedom for a new country. In-

cluded in that heritage was a deep-seated suspicion

of governors and judges ,  the functionaries that

represented the King of England in colonial America.

Embedded in the minds of many patriots was the idea

that any concentration of power in the hands of

a governor was bound to lead to oppression of the

people, and that the legislature was the most reli-

able agent for preventing this from happening.

Professor James Willard Hurst described the roots of

these sentiments this way:

"The colonial years left a long memory in the
first states of conflicts in which the legisla-
ture spoke for home interests against English
trade and land policies that were designed to
subordinate the American settlements to the
British economy and ruling class .  Moreover,
in these contests, the legislature often
spoke immediately in opposition to the colonial
executive and courts, which were appointed
agents of Crown policy .  Because the other
branches were creatures of the Crown, the
legislative assemblies took"direction of the
gathering drive for independence, and of the
war that followed. Through their committees
they exercised a good deal of executive and
judicial power ...  The fight to enlist public
opinion for independence planted deep in popu-
lar imagination the notions that the people
were sovereign and that the locality was a
natural unit for their representation. From
these ideas the popularly elected ,  single-member-
district assembly derived a firm acceptance
as the most direct and authoritative voice
of public policy."4

Given these sentiments, it is not surprising that

the governor of North Carolina was elected by the

General Assembly for more than half a century following

the revolution .  And, until well into the twentieth
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century, the primary source of the chief execu-

tive's power was his appointments to and ex

officio membership on a steady progression of

boards and commissions created as new needs

arose. There were appropriations, of course,

but it is doubtful that the General Assembly

prior to the twentieth century gave serious

thought to asking the governor to submit a

budget for executive agencies or to administer

and control expenditures. Instead, as problems

occurred, the legislature sought to solve them

directly by its own actions, often with some

reliance on the state auditor or the state treasur.er.5

Among the earliest problems confronting the

General Assembly was that of holding expenditures

to the level of revenues. This was no simple

task because both appropriations and tax collec-

tions were authorized by any number of individual

bills introduced at various times throughout

each session. These practices, combined with the

rudimentary understanding of economics and revenue

estimation prevailing at the time, resulted in

expenditures exceeding revenue in over half of

the fiscal years between 1868 and 1901.6 The

legislature reacted to these excesses in two ways.

Bills containing appropriations began to provide

increasing detail about the'purposes for which

the appropriations were to be spent, and there

was also a move to place somewhat more responsi-

bility on administrative officials by requiring

them to verify needs before spending appropriations.

These efforts took several different forms --

occasionally involving the governor and the Council

of State in controlling expenditures, providing

0
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penalties for institutions that spent beyond the

amounts appropriated or for purposes other than

those specified in the authorizing legislation,

and requiring detailed reports to the legislature

on how the state's money was spent. The latter

part of the nineteenth century also saw the ini-

tiation of separate appropriations for each of the

two fiscal years between  sessions .7 While these

measures  undoubtedly had some effect, they were not

general or continuing requirements because they

appeared in some appropriations bills and not in

others. The one most common constraint was language

in many bills that authorized expenditures "...out

of any moneys in the treasury not otherwise appro-

priated." Such provisions placed the treasurer in

a rather awkward position, but offered scant

assurance  of improving fiscal management.8

TRYING TO FIND THE HANDLE

By 1897 the General Assembly had recognized the

need for some fiscal constraints that applied to

all, or al least to most, appropriations. In that

year legislation was enacted that authorized the

state treasurer to determine "whether he shall

pay any annual appropriation in monthly, quarterly

or semi-annual installments or in a single payment."9

Although the Executive Budget Act of 1925 shifted

this authority to the governor as Director of

the Budget, it remains the most ancient direct

ancestor of the Act as currently in force (GS 143-26).

The finance committees of the General Assembly

attempted to monitor agency expenditures, but by

41
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the early 1900°s the growth of state programs

and the complexities of expenditures and the

revenue system had become difficult for legisla-

tures to grasp. By 1905 the treasurer was asked

to estimate expenditures and required tax collec-

tions for each two years and the larger agencies

were directed to provide the General Assembly

draft appropriations bills for their support.
10

As an additional aid to budget and appropriations

planning, the 1917 session established a require-

ment for the Legislative Reference Librarian to

collect from all state agencies and institutions

itemized statements of expenditures for the

prior two years and of their needs during the

following two years.11

Although the 1917 legislature did not include

the governor in budget and appropriations planning,

it did authorize his extensive involvement in

expenditure control through the creation of the

Board of Accounting. That Board, which the governor

chaired, was directed to set up mandatory account-

ing procedures for all state departments and

institutions. In the same act the governor was

authorized to establish a commission to investigate

any state agency "upon complaint made_to.him or

upon his own motion."
12

The legislature had moved

a long way toward placing reliance on the governor

to assure that public funds were properly accounted

for and lawfully spent.

THE FIRST BUDGET COMMISSION, 1919

Although Governor Thomas W. Bickett, a former

state attorney general, was noted primarily for

his relatively liberal views in matters of health,

0
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education and corrections, it was he who succinctly

stated the budget problem in his message to the

General Assembly on January 9, 1919. He said:

"No General Assembly can levy taxes intelli-
gently in the absence of a reasonably accurate
knowledge of what the State's liabilities
.will be for the ensuing two years. It is
practically impossible for the finance commit-
tees to obtain this knowledge during the session
of the General Assembly. North CTSolina ought
to adopt a modern budget system."

•

•

With these comments Governor Bickett began what

was to become a decade of intensive negotiation

and legislation which culminated in the revised

Executive Budget Act ratified in 1929, the parent

of today's budgetary procedures and of the Ad-

visory Budget Commission.

The 1919 General Assembly responded to Governor

Bickett's call for a "modern budget system" by

creating a budget commission headed by the governor

and consisting, in additon, of the appropriations

and finance committee chairman of the House and

Senate. In contrast to many of the earlier legisla-

tive fiscal devices to control expenditures, the

statute creating the new commission focused attention

on budget planning, preparation, presentation to

the General Assembly, and review by the appropriations

committees. 14

At first glance this shift in emphasis by the

General Assembly, and especially the extensive

involvement of the governor, seems surprising.

Interest in developing "more business-like" approaches

to budgeting, however, was a national phenomenon

stimulated by growth in public expectations and

expenditures, by the increasing public debt, and

by the perennial problem of balancing expenditures
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C 
with revenues. At the same time there was growing

recognition among students of state government

by the early 1900°s that the governor should be

given complete responsibility for the preparation

of the budget. Between 1911 and 1915 twelve

states set up some kind of a budget system and

the number grew to 44 by the end of 1919. Most

of the earlier systems placed control in the

legislatures, but state budget legislation after

1915 tended to accept the theory of executive

responsibility.
15

Although the question of executive control

of budget preparation had not yet been resolved

here, the North Carolina act of 1919 was consis-

tent with these national trends. That act created

a Budget Commission chaired by the governor,

but made it clear that the General Assembly was

not yet prepared to give the state's chief

executive full and effective control of the budget

development process. Instead, the legislature

seemed to look on the work of the Budget Commission

as an extension of its own budget power and a

practical way to accomplish more orderly prepara-

tion and consideration of the budget.

The 1919 act established many of the pro-

cedures for budget preparation and review that were

later embodied (frequently with some modification)

in the Executive Budget Act of 1925 and its

subsequent 1929 revision, including the use of

standard forms for itemized budget requests,

public hearings on the budget estimates, surveys

of all departments by the commission, submission

of the budget to the General Assembly, information

to accompany the budget, submission of appropriations
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bills, joint open meetings of the appropriations

committees, precedence of the budget bill over other

appropriations measures, the legislative perogative

to increase or decrease proposed appropriations and

the employment of staff to assist the commission.16

Like many other steps forward, the 1919 act

was followed by two steps backward. In the special

session of 1920 the 1919 act was amended to exempt

from its provisions "the usual current expenses"

of the executive, legislative, and judicial depart-

ments. The effect of this new provision was two-

fold: to make a distinction, for these three de-

partments, between usual current expenses and other

presumably new or enlarged expenses; and to destroy

the comprehensiveness of Budget Commission's respon-

sibility.17 A second amendment in 1920 deleted the

provision in the 1919 act requiring that the commis-

sions appropriation bill be enacted by the legislature

before special appropriations bills could be consider-

ed.
18

This greatly reduced the capacity of the

General Assembly to balance expenses with projected

revenue.

The year 1920 was also a bad one for the pro-

posed new federal budget system. Although President

Woodrow Wilson favored such legislation, he vetoed

the Congress' bill because he felt it unconstitu-

tionally restricted the president's power. A year

later, however, Congress passed and President Harding

approved the Budget and Accounting Act which established

the executive Bureau of the Budget, and many of the

current federal budget procedures, as well as the

General Accounting Office.19

Back in North Carolina, the 1921 and 1923 sessions

of the General Assembly resumed their progress toward
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a workable budget system and modified the 1919

legislation further to:

--make unlawful the use of current expense
appropriations for permanent improvements;

--establish a more realistic time schedule
for the Budget Commission's work;

--require biennial reports from agencies
to the governor and members of the General
Assembly which included statements of
income and expenses as well as the agencies'
budget requests;

--require monthly financial reports to the
governor and the Budget Commission;

--allow the Budget Commission to include
in its report to the General Assembly
additional recommendations not, specified
in the 1919 act;

--provide for a Secretary to the Budget
Commission; and

--authorize the Budget Commission to make
an audit of any state agency and report
the results to the General Assembly.20

Although most of these changes were logical and well-

intended, they did not undo the damage of the

1920 amendments.*

* The seriousness of the state financial
situation during this period prompted the governor
to call extra sessions of the legislature in 1920,
1921, and 1924 primarily to deal with money matters.
The 1923  session  of the General Assembly echoed the
same  concern when it passed Resolution 12 directing
a joint committee "to take such steps as they may
deem fit and necessary to investigate and ascertain
the true and correct fiscal and financial condition
of the State." The work of this committee in turn
resulted in the Price, Waterhouse Company report on
the condition of the state general fund cited in
footnote #21.

0

0
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The resulting budget system was clearly not

intended to go too far in the direction of an

executive budget. In a report prepared for the

governor and the 1923 General Assembly, the State

Auditor urged adoption of an executive budget and

also recommended that such a system be made more

permanent by a constitutional amendment.21 Al-

though no action was taken on these recommendations

in 1923, the stage was set for the arrival of

Governor Angus Wilton McLean, a lawyer and banker

with Scottish heritage on both sides of his family.

When McLean took office in 1925, North Carolina bonds

had been repudiated by some New England banks,

the budget  "system" was still to be perfected, and

per capita state debt was among the highest in

the nation.22

THE EXECUTIVE BUDGET ACT OF 1925

In a special message to the General Assembly

on January 21, 1925 ,  Governor McLean' minced no

words in asking the legislature "to enact a law

converting the present Legislative Budget Commission

.into an Executive Budget Commission and to give it

enlarged and more effective powers of supervision

over the fiscal affairs of the State ."  McLean went

on to say:

!'The governor ,  who is ,  under the present
legislative system ,  nominally chairman (of the
Budget Commission ),  should be made the real
executive head of the commission ,  constantly
directing its affairs, very much in the same
way that the president or other chief executive
of a large business concern supervises the
affairs of its various departments. The
commission, through the governor as its execu-
tive head, should perform some or all of the
following functions : (a) awaken a spirit of
economy and efficiency in the public service;
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(b) scrutinize and subject to the test of
necessity and public welfare all items of
proposed expenditures; (c) eliminate waste
and extravagance, if any exist; (d) prevent
duplication of effort and outlay by the various
agencies; (e) constantly supervise the fiscal
operations of the state in respect to both
revenues and expenditures; (f) formulate and
recommend plans for the better coordination,
organization and administration of the various
institutions; (g) prepare and submit, for
action by the General Assembly, a budget
of estimated receipts and expenditures for
the State as a whole, after receiving, examining
and passing upon the reports and estimates
of the various departments and institutions,
to the end that current operating expenses
shall, at no time, exceed current income
applicable thereto."23

Nine days later Governor McLean was back before

the General Assembly again. He cited the numerous

deficiencies of the existing budget system, in-

cluding the operation of some agencies under general

authorizations that allowed them to spend whatever

they considered necessary, the absence of defini-

tive information on departments that operated out

of receipts, and the willingness of the General

Assembly in past sessions to appropriate more

than the Budget Commission recommended. Again McLean

proposed as a cure for these ailments the enact-

ment of an executive budget act.24 Four weeks

later, on February 28, 1925, the first North

Carolina Executive Budget Act was ratified.25

It was amended later in the same session to streng-

then the distinction between appropriations for

permanent improvements and those for maintenance,

and to emphasize the responsibilities of the

governor and the department heads to see that

appropriations were used only for the purposes for

0
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which they were provided.26

The 1925 Executive Budget Act, as amended,

accomplished much of what Governor McLean intended.

Although the question of the chairmanship of the

Advisory Budget Commission was not addressed, the

governor, as ex officio Director of the Budget,

was given strong influence over the fiscal affairs

of the state.* Only in the preparation of the budget

was his responsibility shared with the Advisory

Budget Commission. That commission, which was

clearly identified as advisory, was to be called

into conference in January and July of each year as

well as for the biennial consideration of the budget

"and at such other times as in the opinion of the

Director may be in the public interest." In the

event of disagreement between the governor and the

commission on the proposed budget, the budget was

to reflect the governor's views but incorporate such

dissenting recommendations of the commission or

its members as they wished to file.. Disagreements

were also to be pointed out in the presentation of

the budget appropriations and budget revenue bills.

Other provisions of the 1925 Executive Budget

Act specified that the Advisory Budget Commission

would consist of the chairmen of the House and Senate

finance and appropriations committees plus two

others appointed by the governor, "whose duties

* Although some governors have personally pre-
sided over the ABC, the Commission has usually elected
its own chairman from among its members. In recent
years, however, the governor has indicated his
preference for chairman from among his appointees to
the ABC and the Commission has elected him.

is
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shall be as hereinafter defined." As noted above,

those duties were limited to advice to the governor

in the preparation of the budget.

Although the procedures in the 1925 Execu-

tive Budget Act for handling the budget and

appropriations were similar to those in the 1919

act creating the Budget Commission, there were

several important additions. The 1925 legislation

greatly strengthened the governor's authority to

direct the budget preparation process, restored the

requirement that the appropriations bill from

the governor and the Advisory Budget Commission

be acted on by the General Assembly before other

special appropriations bills could be considered,

authorized a contingency and emergency fund "to

the end that all expenses of the State be brought

within the budget," gave the governor the authority

to examine state agencies to detect overlapping

duties, to assure the adequacy of accounting and

control systems, and to provide for the protection

of property, and authorized the governor to examine

or cause to be examined the accounts of the state

treasurer and state auditor. One of the most

significant provisions of the 1925 act established

the procedures for allotting funds to state

agencies  (after appropriation by the General Assem-

bly) and gave control of these procedures to the

governor. This authority has been useful in con-

trolling expenditures in hard times, and the

threat of its use at any time is a powerful tool

of governors in the execution of the budget.27

Two other features of the 1925 Executive

Budget Act are important to note. One made it

E
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clear that the act was to govern all appropriations

and all money disbursed from the state treasury.

The second authorized the governor to delegate

in writing any of his authority under the act.

This latter provision provided the potential'to

cloak the newly created budget bureau with signifi-

cant power.

When Governor McLean returned to the General

Assembly to present his budget message in 1927 he

took pains to point out how well the new executive

budget system had worked since its enactment two

years earlier. He noted that by using his allot-

ment authority he had reduced expenditures by 5

per cent in the 1925-26 fiscal year to keep them

within projected revenue for the same period.

There is little doubt that the General Assembly was

delighted to hear Governor McLean report substantial

interest saved as a result of reduced short-term

borrowing, reduction of printing costs by approxi-

mately 50 per cent, and lower per capita operating

costs in some Of the state's institutions. 28

It is interesting to note that Governor McLean

had exclusive authority at the beginning of the 1927

Session over the quarterly allotment system.

However, when the appropriations bill was ratified

that year, the General Assembly included in it

language that required concurrence of a majority of

the Advisory Budget Commission if the allotment

amounts to state agencies were reduced to avoid

overspending revenues.29 The Advisory Budget

Commission had begun its steady transformation

from an agency with limited advisory functions in

budget preparation to one that now firmly straddles

both preparation and execution.
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THE REVISED EXECUTIVE BUDGET ACT OF 1929

Even with the passage of the 1925 Executive

Budget Act, the major features of state budget

planning, preparation, consideration (by the

General Assembly), appropriation, and execution

were distributed among three different acts. The

1925 Executive Budget Act dealt rather thoroughly

with the preparation and presentation of the

budget and with the legislature's review and

appropriations  processes , generally following

the pattern established by the 1919 Budget

Commission act. But, as noted above, there was

also an amendment to the 1925 Executive Budget

Act in  the same session  that made clear the

responsibility of the governor in the execution

of the budget to "see that all money appropriated

for either permanent improvements of maintenance

shall be expended in strict accordance with the

budget of each institution, and the appropriation

made  by the General Assembly for such purpose."

In addition, the 1925 bill for maintenance

appropriations repealed the 1917 authorization

for the Board of Accounting and left some un-

certainty in that area with respect to the governor's

authority. Finally, as might have been expected,

there were some inconsistencies among the various

acts affecting the budget process, including the

language in the 1929 appropriations bill that

involved the Advisory Budget Commission in the

reduction of allotments to avoid overspending

revenues.

The General Assembly dealt with these problems

in the 1929  session  by revising and re-enacting
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the Executive . Budget Act .  The new act pulled

together the provisions of the original legisla-

tion, the 1925 amendment that dealt with appro-

priations for permanent improvements, and the

language in the 1927 appropriations bill for

maintenance .  However, the new legislation also

made some significant changes in basic provisions

of the Executive Budget Act to tighten the appli-

cation of the act to all state agencies and funds,

to strengthen the authority of the budget bureau

over state agencies ,  to provide for legislation

to regulate the listing and collection of local

property taxes ("Budget Machinery Bill "),  and to

establish punishments for failure to comply with

the provisions of the Executive Budget Act.30

Although the 1929 bill reaffirmed the governor's.

exclusive control of the allotment process ,  it also

incorporated the procedure for reducing appro-

priations when necessary to avoid overexpenditure

"by and with the advice and consent of a majority

of the Advisory Budget Commission ."  This was the only

expansion of the Commission 's authority in the

1929 bill and was ,  at that time ,  the only involve-

ment of the Commission in budget execution authorized

in the act.

The budget system that was prescribed by the

1929 Executive Budget Act recognized the three

major phases of the budget process ,  preparation

and presentation ,  review and appropriation, and

execution ,  and established the procedures to accom-

plish these activities in concert with the develop-

ment of revenue measures .  Although the North

Carolina statute was generally consistent with

budget legislation in other states ,  it expanded
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the authority of the governor to a rather remark-

able degree, given this state's traditions. The

Executive Budget Act also gave the General Assembly

the orderly and restrained processes it sought for

making appropriations and raising revenue and

especially for keeping state income and expendi-

tures in balance. The resulting budget system

was created just in time to be used in dealing

with state financial problems caused by the

Great Depression. It was, perhaps, too severe a

test of the new law. Although Governor 0. Max

Gardner reduced expenditures under the authority

of the Executive Budget Act, that action was

not sufficient to avoid deficits in 1930-31,

1931-32, and 1932-33. These were, however, the

last years in this century in which the state's

appropriations expenditures exceeded the revenue

collected.
31

CHANGES SINCE 1929 IN THE AUTHORITY OF.THE

ADVISORY BUDGET COMMISSION

Three basic procedures have been used to

modify the functions of the ABC since 1929:

--amendments to the Executive Budget Act;

--the enactment of other statutes in which
duties are assigned to the ABC; and

--provisions inserted in appropriations
bills.

Although there were 58 amendments to the Executive

Budget Act from 1929 to 1979, relatively few of

them expanded the authority of the ABC. The most

significant of these were those measures to in-

crease the independence of the state treasurer

0

0
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and the state auditor from the fiscal control of

the governor in 1955; to require the approval of

the Commission of allocation plans for appropriated

area vocational training school funds, added in

1957; and to authorize the governor and the ABC

to modify the scope and cost of building construc-

tion projects within the amounts approved by the

legislature and to authorize new projects supported by

grants or gifts, passed in 1965.

Appendix A contains a more detailed account

of amendments to the Executive Budget Act since

1929 and of the fate of some especially sensitive

amendments drafted during the last Republican

administration.

Although these amendments to the Executive

Budget Act were important additions to the Commission's

authority ,  especially in the execution of the budget,

they are only "the tip of the iceberg." Many more

expansions of the Commission 's role have occurred

over the years in other legislation. and especially

in the appropriations bills. In 1931 the statute

enacted to establish the state purchasing system

included the involvement of the ABC32, but today

the state purchasing manual states flatly that the

"governing body of the (purchase and contract)

Division as to policy is the Advisory Budget Com-

mission. "33 The Commission, or a little-known

group of its members called "the board of awards,"

are also in a position to know about and to inter-

vene in the award of contracts for state supplies

and equipment.*

* The current purchasing statute grants extensive
influence to the ABC ,  including the authority to pre-
scribe conditions for waiving competitive bidding
procedures ,  for reviewing purchasing decisions, for
making contract awards, and for rejecting bids.

(G.S. 143-53) In addition, the ABC "may designate
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Legislation passed in 1963 involved the Commission

in approving the allocation of appropriated funds

to institutions of the community college system.

Today the approval of the ABC is required for the

establishment of a new institution, for conversion

of an institution to a new type, and for the expen-

diture of state funds for capital improvements at

community colleges and technical institutes.34

Other sections of the general statutes mandate

the approval of the Commission before bonds can

be issued to finance capital improvement projects

at state-supported universities and involve the

ABC in administrative matters in such areas as

public schools, motor vehicles, highways, salaries,

and allowances.35 Since 1969 the rules governing

eligibility for public assistance and the amounts

of grants provided under these programs have been

subject to the approval of the Commission and the
36

governor.

Such statutory provisions outside. of the

Executive Budget Act extended the influence of

the Advisory Budget Commission over budget execution

in ways that are difficult to measure precisely.

itself" to participate with the secretary of ad-
ministration or the state purchasing officer in
canvassing bids and awarding contracts, according
to the state purchasing manual (p41). In this
connection a recent-operational audit of state
equipment leases or rentals is of interest. That
report describes the role of the board of awards,
documents $701, 747 in "excess lease payments",
and concludes that there is a need "for developing
standard, objective criteria upon which a rec-
ommendation to lease or purchase can be made."
("Lease or Rental of Capital Equipment in North
Carolina State Government," Department of State
Auditor, January 1980.)
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Nevertheless it seems fair to say that this increase

in power has been significant and far beyond anything

envisioned in the Executive Budget Act of 1929.

Although opinions vary about the importance of

appropriations bills as sources of the Commission's

authority over budget execution ,  it is clear that the

delegations of authority to the Commission in appro-

priations bills have become more numerous with the

passage of time. There was no such mention of the

Advisory Budget Commission in the 1929 and 1939 appro-

priations bills, and there was only one mention of

the Commission in the 1949 bills and four in the 1959

appropriations bills.37 However, a more rapid upward

trend started in the 1960's and, in the 1979 ratified

operating and capital improvements appropriations

bills ,  the Advisory Budget Commission was mentioned

in 23 separate instances .38 The figure is misleading

to the extent that some recent appropriations bills

have repeated references to the Commission from other

legislation, a practice that tends .to increase the

visibility and apparent influence of the Commission.

But it is still clear that the appropriations bills

have become a major source of authority for the Com-

mission's involvement in the execution of the budget.*

* The role of the Advisory Budget Commission as de-
fined in appropriations bills may be particularly im-
portant because most legislators are somewhat familiar
with the language in those bills while relatively few
members of the General Assembly are aware of the
origins, intent, and provisions of the Executive.
Budget Act .  The contrast between the current budget
authority of the governor and the authority provided
him in the original Executive Budget Act is made
clearer by the comments of the Brookings Institution in
a 1930 report on financial control in this state:
"The present act as amended in 1929 is one of the most
complete executive budget laws we have had the opportu-
nity to observe in actual operation .  It gives the
Governor entire control over the financial proposals
and operations of the state government."39
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Given the slowness of the rate at which change

occurs in the General Assembly and the rapid in-

crease in the size and complexity of the state

budget, the expanding role of the Advisory Budget

Commission may be understandable. However, these

same  phenomena raise important questions about

the boundaries between executive and legislative

actions, about the adequacy of the legislative

appropriations process, and about the role of the

Advisory Budget Commission in general.

THE BUDGET AND APPROPRIATIONS PROCESS TODAY

Although  in recent years the General Assembly

has met  annually, the most important budget

sessions occur in odd years, a carryover  from the

time when those were the only years  in which the

legislature convened .  About midsummer , prior to

an odd-year session of the General Assembly, the

office of state budget and management of the

department of administration sends out budget

preparation instructions prescribing  the format

and the time sequence for submitting agency

budget requests .  In late summer or early  fall the

Advisory  Budget Commission  briefly visits  selected

state institutions, especially those  that will

seek funds for renovations and new construction.

During this  tour, which usually involves 5 to 10

days of  travel, the  Commission and the accompanying

budget office and legislative staff members are

shown  the facilities, briefed by  the responsible
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officials, and generously wined and dined. The

departments' budget requests for continuing existing

programs are submitted in September, followed by their

requests for new or expanded programs and capital im-

provements in October or November. In September or

October public hearings are also held on the expansion

requests, and in November the Advisory Budget Commis-

sion begins its consideration of the entire budget.

The Commission's work usually begins with a re-

view of the anticipated revenue situation for the next

two years and a summary of the continuation requests.

Of greatest interest to the Commission and the governor

is the difference between the total of the continu-

ation requests (which have in some cases been modified

by the budget office) and the available resources.

This difference establishes a limit within which new

or expanded programs and new capital improvement

projects may be funded.

The Commission then reviews brief summaries of

the departments' expansion requests and their costs

which have been prepared by the state budget office.

Although most of the requests recommended by the budget

office are approved, some are discussed at length,

and some are deferred for more information or because

of other considerations. When acting on the budget,

Commission meetings are usually closed to outsiders.*

Although the departments' expansion requests are

screened by the governor's budget office, requests

* The North Carolina open meetings law excludes
from its provisions "meetings of the Advisory Budget
Commission held for the purpose of actually preparing
the budget required by the provisions of the Execu-
tive Budget Act..."

0
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that are important to department heads or to the

governor find their way to the Commission.*

Once all requests have been considered and

acted on by the ABC, the budget preparation work

of the Commission is finished and the budget office

goes through several hectic weeks preparing the

final document for presentation to the General

Assembly early in January. This document is common-

ly referred to as "the recommended budget" be-

cause it embodies the recommendations of the governor

and the ABC.

A few days after the legislature convenes, the

governor presents his budget message to a joint

session of the two houses .  On that occasion the

budget document (s) are placed on the legislators'

desks but they are ,  until that moment, not generally

available to the public .  About the same time,

identical appropriations bills based on the recom-

mended budget are introduced in each house by the

chairmen of the appropriation committees.

Within  a week or two following the governor's

budget message ,  the 85 or more members of the joint

appropriations committee begin their work.**

* In accordance with the provisions of the Execu-
tive Budget Act this screening process.of the budget
office is not applied to the budget requests of the
state auditor and state treasurer.

** Although the title "joint appropriations
committee" is commonly used, the house and senate
appropriations committees are separate bodies that
sit jointly in considering appropriations matters,
as required by the Executive Budget Act. The rules
of both houses reserve to each of these committees
the right to vote separately.
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That committee which has in recent years been composed

of over half the members of each house, usually starts

its consideration of the budget with a summary of the

recommendations of the governor and the Advisory

Budget Commission by the budget staff, including the

revenue estimates on which the budget is based. During

the next several weeks the departments are afforded

the opportunity to present to the joint appropriations

committee their "supplemental requests" which are

essentially petitions for funds that-were cut from

the departments' original requests submitted to the

budget office, with occasional further additions

prompted by new circumstances.

Following the presentations of "supplemental

requests;" the joint appropriations committee is

usually organized into subcommittees for more detailed

consideration of individual department budgets in four

groupings: general government and transportation,

education, human resources and corrections, and base

budget. In the 1979 session these subcommittees were

upgraded to committee status, but they still function

essentially as subcommittees of the joint appropriations

committee. The base budget committee (or subcommittee)

first appeared in the 1973 session and was originally

intended to give more thorough consideration to the

continuation budget recommendations. The other commit-

tees devote most of their attention to the recommenda-

tions and supplemental requests for new or expanded

programs and for capital improvements. In recent years

this division of responsibility has caused considerable

difficulty because the actions of the base budget

committee were not always consistent with those of

the other appropriations committees and because the

overlapping subject matter of committees made staff
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support very difficult. These problems were largely

solved in 1979 by assigning to the base budget

committee the same legislators who were assigned

to the other three committees, except for the chair-

men. The result was that both the continuation

and expansion recommendations and the supplemental

requests for a department were reviewed by the

same group of legislators,. However, once the budget

comes to the legislature, no one group of its

members considers the entire document.in the manner

of the earlier review by the Advisory Budget

Commission.

The legislative review of the recommended budget

proceeds finery slowly during March, April, and May,

accompanied by an enormous volume of paper from

the departments, interest groups, and staffs.

During the same period, especially in times of

economic. uncertainty, the joint committee on the economy

is considering the administration's revenue esti-

mates and those of the legislative staff. The

administration's final estimate is usually presented

in early April, following the revenue department's

report of first quarter tax collections. Once this

estimate is received and accepted or modified by

the joint committee on the economy, the pace of

legislative budget activity picks up. The appro-

priations committees finish their work and present

their reports to the full committee in late April or

early May. Totals are calculated and compared to

the estimate of the revenue that will be available.

The difference is the amount of projected available

revenue that can be appropriated for supplemental

requests from the departments or for a few of the

hundreds of special appropriations bills introduced
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by individual legislators, First, however ,  the "main"

appropriations bills for operations and for capital

improvements must be enacted as required by the Execu-

tive Budget Act.

As those two bills are being shaped into their

final form ,  legislative activity intensifies as members

of the General Assembly attempt to have added to these

"main" bills appropriations of particular importance

to them. They can be certain that such projects are

assured if they are included in these two bills when

they are reported out of the joint appropriations

committee: few legislators can recall any session

in which these bills were substantially amended on the

floor of either house .  During this period the funds

for some special bills and supplemental requests may be

added to the two main bills .  These final additions

and other adjustments are made by a relatively small

group of key appropriations committee members that

includes the chairmen of the full appropriations

committee as well as the chairmen of the other four

appropriations (sub) committees .  This group of final

arbiters is referred to as "the supersub "  and it is

usually an ad hoc committee appointed near the end

of the appropriations process by the chairmen of the

senate and house appropriations committees.

As the appropriations bills are being readied to

report out of committee ,  procedures are developed to

deal with the numerous special appropriations bills.

These procedures vary considerably from one session

to the next ,  depending on the preferences of the

leadership and the amount of money that is expected to

be available for these purposes. Although there are

exceptions, most special bills are designed to appro-

priate funds for small local projects or department
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programs of interest to particular legislators or

communities, such as historic sites, studies of

various state problems, small state office buildings,

and local festivals. Some special appropriations

bills duplicate supplemental requests presented by

the departments and occasionally result in a major

appropriation. For the 18 years through the-1978

session the amount appropriated from the General Fund

for special bills averaged about $9 million per year

or less than 1% of the total General Fund appropria-

tion; During the same period net supplemental General

Fund appropriations averaged about $45 million per

year or about 4% or the total General Fund appro-

priation.*

About mid-June the two appropriations bills

for operations and captial improvements are reported

out of committee in both houses and described in

varying detail by the appropriations committee

chairman. Although floor discussion and some debate

on these bills is not uncommon, they are rarely

amended and are normally ratified by both houses

within a week. Soon afterwards the committee

chairmen also report out those special bills given

favorable reports by their committees. Some of these

bills generate serious controversy, especially if

they become the focal points for disagreements be-

tween the leadership of the two houses. However,

most special bills are also ratified within a week

or two, opening the way for the General Assembly to

consider adjournment.

* Net supplemental appropriations are the net
appropriations added by the General Assembly to the
recommendations of the governor and the ABC, exclu-
sive of appropriations for special bills.

n
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The months of appropriations committee activity are

paralleled to some extent by the activities of the

finance committees as they consider bills to alter

the state tax structure. As with appropriations, the

administration' s tax measures  are usually introduced

through identical bills in each  house . Other tax

bills, often reflecting legislative initiative, may

be introduced in either house. In some years the

finance committees consider many bills jointly but

often their work is done independently. The General

Assembly usually takes a more independent stance with

respect to finance matters than is the case with appro-

priations matters. As a result, the resolution of

differences in tax measures is often very time consuming

although the number  of issues  raised may be far less

than those raised by the appropriations bills. Ob-

viously it is essential for the General Assembly to

decide on its tax measures before the joint appropria-

tions committee can determine the revenue expected

to be available in the next two years. This need

for coordination between tax and appropriations matters

was one of  the reasons given for the creation of a

senate committee on ways and means in 1977.*

The General Assembly normally adjourns within a

week or two following the passage of the appropriations

* The Executive Budget Act designates the appro-
priations and finance committee chairmen of both
houses as members of the ABC. This was a logical re-
quirement in 1929 when the state tax system was re-,
enacted (and often changed) during each session of the
legislature. Since 1939, however, the state has had
a permanent revenue act, the existence of which has
reduced the responsibilities of the finance committees
as well as  the likelihood of significant  changes in
the tax structure. Under current circumstances the
need for finance committee chairmen to serve on the ABC
permanently seems to be questionable.
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measures. The budget office of the department of

administration, which has followed the entire

appropriations process closely, must then translate

most of the large single sums in the appropriations

bills into the detailed budget structures of the

departments that reflect the changes made in the.

appropriations committees. The resulting "certified

budgets" are the initial budgets for the individual

departments for the upcoming fiscal year. These

budgets will change in the course of the year that

follows because of changing circumstances and other

factors, using the flexibility provided in the

Executive Budget Act and in the appropriations bills

themselves. Such modifications are closely controlled

by the budget office and may require the approval

of the Advisory Budget Commission in some important

instances.*

Appropriated funds for operations cannot be

spent until they are allotted to the departments.

The amounts allotted are based on quarterly requests

from the departments as approved or modified by the

budget office. In the event allotments must be re-

duced because of insufficient revenues, they must be

reduced on a pro rata basis with the approval of the

* There are many "gray areas" concerning budget
execution matters that must be approved by the ABC.
Some agencies request the Commission's approval of
proposed actions to reduce the possibility that the
actions will be questioned or criticized later, even
though there may be no clear requirement to take the
proposals to the ABC. In these instances the indorse-
ment of the ABC clearly makes it more difficult to
assign responsibility for the actions to individuals
or even to the executive branch.

0
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Advisory Budget Commission. Once a department has

received its approved quarterly allotment, it may

issue or request the issuance of properly supported

checks or warrants drawn on the state treasurer. Such

checks or warrants are reviewed prior to their release

for payment by the state disbursing officer or, in

some agencies, by his counterpart there. This "pre-

audit" is an additional control to prevent unauthorized

expenditure..

Funds appropriated for capital improvements are

excluded from the allotment procedures described

above for operating funds. Capital improvement appro-

priations are normally allotted after contracts are

awarded. The funds then move into separate construction

accounts for each project from which disbursements

may be made generally as described for operating

funds but subject to additional control by the office

of state construction in the department of administra-

tion. As indicated earlier, the Advisory Budget Com-

mission also has a significant role in the execution of

some capital improvement projects. When requested by

a state agency, the governor and the Advisory Budget

Commission, acting together, may increase or decrease

the costs and scope of a capital improvement project

"within the capital improvement appropriation to that

agency or institution for that biennium." The governor

and the Commission may also "authorize the construction

of a capital improvement project not specifically pro-

vided for or authorized by the General Assembly when

funds become-available by gifts or grants," if requested

by a state agency and when, in the opinion of the

governor and the Commission, such action is in the

best interest of the state.40 It is generally agreed

that some latitude in the execution of construction



-30-

projects is highly desirable to allow adjustments

to be made in response to cost increases and unforseen

circumstances. And, in most states, the authority to

make these adjustments is divided between the governor

and some other body that includes legislative repre-

sentation.

In understanding the budget and appropriations

process, it is important to note the roles of the

principal staffs, the budget office of the department

of administration, and the fiscal research division

of the General Assembly .  In the preparation of the

recommended budget by the governor and the Advisory

Budget Commission ,  staff support is provided exclu-

sively by the executive central fiscal staff, the

budget office. The legislative finance and appro-

priations committees, on the other hand, also rely

heavily on staff support from the fiscal research

division ,  which prepares the final main appropriations

bills. Both the budget office and the fiscal research

division closely monitor all phases of the budget

and appropriations process so they can keep their

respective leaders informed.

HOW ITEMS GET IN THE BUDGET

The budget process involves the complex inter-

action of state agency personnel ,  the budget office,

the governor ,  the Advisory Budget Commission, the

appropriations and finance committees, the legisla-

tive fiscal staff, public interest groups ,  and 170

legislators with various constituencies .  The dynamics

of the process are further complicated by the role

of the public with its rapidly changing but intense

interest in some issues and complete disregard for

11
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others, and by the influence of the news media in muting

or amplifying the issues involved as well as the im-

portance of actions by all of these participants. Yet,

in spite of these complexities, it is possible to

identify some fundamental characteristics of the process

and some strategies for using it effectively to get

a new program in the budget or to expand an existing

program.

Although the annual state budget is bout $5 billion,

most of that money is budgeted to support programs that

are already in operation as a result of existing state

or federal mandates. To be more specific, roughly 90

per cent of the General Fund appropriation is made to

continue on-going programs. Since government budgeting

encounters great difficulty cutting out existing

programs, the 10 per cent available for new or ex-

panded activities must accomodate an enormous number

of demands such as pay increases for teachers and

state employees, the construction and renovation of

office space; new automobiles, and inflationary cost

increases of all types, as well as new or expanded pro-

grams. Therefore one of the keys to success in this

kind of competition is to get what you want in the

department's budget request before it comes to the

Advisory Budget Commission, if possible. With the

enthusiastic support of the department head and the

acquiescence of the governor, the project may success-

fully "ride the coat-tails" of the rest of the governor's

budget, provided the project is not too noticeable.

If the governor is a strong supporter of the project

it is virtually assured of getting to the legislature

in'the recommended budget, and stands a good chance of

staying in the final appropriations bill.
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C
A second strategy is to directly approach one

or more members of the Advisory Budget Commission.

A"member will normally have relatively little

difficulty convincing a department head that the

proposal should go in the department's budget request.

The Commission  member  will also encounter few problems

with his colleagues on the Commission. And, if the

Commission  member  is also the chairman of the

senate  or house appropriations committee, the proposed

project is not likely to tun into trouble in the

General Assembly. This strategy argues in favor

of selling new proposals to the appropriations commit-

tee chairmen on the Advisory Budget Commission, if

possible. But the same approach with slight modifica-

tions can be successfully pursued through other

legislative  members  of the Commission.

The first two strategies outlined above involve

getting a new proposal into the budget initially

recommended by the governor and the Advisory Budget

Commission before it  comes  to the General Assembly.

A third strategy  aims  at getting  a new  project in

the budget during the legislative appropriations

process . Although the chances  of success  by this method

are slimmer, it can be done, especially if there is

substantial additional revenue after the recommenda-

tions of the governor and the Advisory Budget Commis-

sion are  provided for. Under these circumstances

a special bill accompanied by a supplemental request

from the appropriate department may find its way

into the main appropriations bill. However, this

requires  considerable effort on the part of the

sponsoring  legislator to shepherd the proposal

successfully through the appropriations  process. He

or she  is in a better position to do this, of course,
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if he or she is a member (or perhaps chairman) of the

appropriations committee responsible for the budget

of the department in question.

Although not among the strategies discussed above,

it is apparent that governors themselves also have

ideas about what should be in (or out of) the recommended

budget. Some governors have accomplished this primarily

by reacting to,lists of proposed new programs and

capital improvement, projects assembled by the budget

office from agency requests. Others, especially .

recent governors, have used a more structured process

to identify programs and projects that have been care-

fully constructed to respond to the needs of the state

and to their own political requirements. Regardless

of.how they are.selected, budget items of high interest

to the governor are usually included in the budget

when it is presented to the Advisory Budget Commission,

unless opposition is expected from key members. In

that event governors may avoid aconfrontation with -

the ABC by taking the controversial proposal directly

to the General Assembly through the use of a special

bill or a supplemental budget request.

One final component of the budget preparation pro-

cess, estimates of available revenue, has a strong

bearing on the various techniques for assuring appro-

priations for favored projects. The initial revenue

estimate on which the governor and the Advisory Budget

Commission base their recommendations is usually quite

conservative for two reasons. In the first place,

the initial-estimate must be made 8 or 10 months before

the beginning of the new budget year, a fact that leads

the forecasters to be cautious. There is another reason,

however, for the administration to bias its initial

revenue estimates toward the low side: when those

estimates are increased late in the legislative session



-34-

the General Assembly tends to become more interested

in how to spend the additional funds than in debating

the merits of the recommended budget.

THE ROLES OF THE ADVISORY BUDGET COMMISSION AND

ITS MEMBERS IN THE PREPARATION AND PRESENTATION OF

THE BUDGET

The state budget is a major-instrument for the

development of political power as well as for the

shaping of policies and programs. Given this impor-

tance, all governors seek ways to exchange information

about their emerging budget proposals with legislators

who can influence the substance of the final appro-

priations bills .  In most states this is a relatively

unstructured process--a small breakfast at the mansion,

a ribbon-cutting ceremony in a key legislator's

district, an industry-hunting trip --during which

the governor seeks to'line up support for his political

and budget needs. Although these same activities

occur in North Carolina, there is also-a formal

forum for the exchange of budget information between

the governor and key legislators, the Advisory Budget

Commission .  As Professor Jack Vogt of the Institute

of Government points out, the question is not whether

such dialogue will occur but how it will.take place.

Many of those who have been involved in the work

of the Advisory Budget Commission feel that it is

particularly well suited for this role. Dr. William

Turner, Governor Scott 's secretary of the department

of administration ,  observed that the Commission

brings together the interests of the General Assembly

as represented by legislators most knowledgeable of

budget matters ,  the governor's interests, and the needs

of the departments.

r 

r 
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The Advisory Budget Commission is clearly an asset

to the governor in preparing the budget. Sam Johnson,

a former member of the Commission as chairman of the

house appropriations committee, feels that the commission

can be extremely helpful to new governors and new

budget officers in sensing some of the probable reactions

of the General Assembly and the public. Somewhat sur-

prisingly, the Commission was viewed as even more useful

to the first Republican administration in this century.

Ken Howard, Governor Holshouser's budget officer put

it this way: "Holshouser could not wave the party

partisan flag and he needed to have bipartisan support

for his (budget) ideas going in (to the General Assembly),

particularly since he had no veto on the other end.

And I came to feel, and I think he did too, that the

Advisory Budget Commission was the best set of friends he

ever had and was one of the best mechanisms that was

ever created to meet his need for going int the legisla-

ture with a 'leg up'..." Holshouser himself was some-

what more restrained in his observations, but he clearly

viewed the budget as extremely important to his

administration and considered the Advisory Budget

Commission to be an asset in getting his budget pro-

posals passed by the Democratic legislature.

Some observers at the time expected the Holshouser

administration to provide the first use of those provi-

sions of the Executive Budget Act for dealing with

disagreements in the recommended budget between the

governor and the Advisory Budget Commission. But

according to'Governor Holshouser, he seriously con-

sidered formal disagreement with the Commission on only

one occasion during his term, and in the final analysis

he though the potential cost of that action would be

too great and eventually abandoned the idea.
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A disadvantage of involving the governor and the

Advisory Budget Commission in the preparation of

the budget is the apparent confusion that results

about the responsibility for that document. Although

Ken Howard feels that the public invariably holds

the governor politically accountable for the recom-

mended budget, and the expressions of most governors

about the budget imply their support of this view,

there is some evidence that the point is not com-

pletely clear. Some who have been close to the

process such as Sam Johnson believe that "It's not

the governor's budget when it comes from the ABC."

On the other hand, at least one former governor seemed

to express an opposite view when he said, "Any governor

worth his salt is going to send his own budget across

the street (to the legislature)."

Perhaps these divergent views are no more than

reflections of the negotiations, compromises, and

"horse trading" that must go on in putting together

a budget that represents some fairly broad consensus.

It should surprise no one if members of the Commission

go along with some of the governor's budget initia-

tives to gain his support for proposals they favor.

And governors, of course, may compromise in similar

ways to keep the support of Commission  members.

Reaching these kinds of accomodations within

the formal framework of the Advisory Budget Commission,

however,  seems to make  the responsibility for the

budget unclear, perhaps most of all to people who

are close  to the process. To illustrate the point,

most recent  governors include in their budget  messages

only minimal acknowledgement of the role of the Ad-

visory Budget Commission in budget preparation. The

impression  distinctly conveyed is that this is the

n
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governor's budget and that these are the governor's

programs. But in the meetings of the joint appropria-

tions committee and in the halls of the legislative

building, legislators are often given the impression

that the Advisory Budget Commission considered the

budget in great detail and supports it. The result

seems to be the projection of the very real political

power of the Commission into the legislature, power

that is enhanced by association with the governor in

the preparation of the budget.

The confusion about the ultimate responsibility

for the recommended budget also has implications for

the independence of the legislative appropriations

process. Although there may be few advocates of a

separate legislative budget, many students of government

believe legislatures must be sufficiently independent

of executive influence in the budget process to

seriously challenge and debate executive proposals and

to offer viable alternatives to them. That is no

easy assignment and it may not be a realistic aspira-

tion'for a part-time legislature. Movement in the

direction of a strong and independent legislative

capacity with respect to the budget, however, may

well be more difficult under a system that

makes the chairmen of the legislative money committees

and other key legislators formal parties to the

recommended "executive" budget.

There are also some limitations on the thoroughness

with which the Advisory Budget Commission itself can

examine the proposed budget during its preparation. The

staff support and all of the budget documents for the

Commission are provided by the governor's budget

division. This gives the governor a considerable ad-

vantage in determining how budget items are to be
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presented to the ABC ,  including what is to be re-

vealed as well as what is to be concealed. These

circumstances ,  coupled with the natural interest of

each Commission member in those relatively few

budget items of special concern to him, make it

virtually impossible for individual members to gain

a comprehensive knowledge of the document that will

bear their names when it is presented to the General

Assembly .  It is probably true ,  however, that involve-

ment of the ABC in the preparation of the recommended

budget equips a nucleus of legislators with an

understanding of many budget aspects that can be.

shared with their less informed colleagues during the

appropriations process.,

Confusion about responsibility for the recommended

budget stems to some extent from uncertainty about

the relationship of the Advisory Budget Commission

to the executive and legislative branches of state

government .  In this respect the language used by

the General Assembly of 1925 in the original Execu-

tive Budget Act may have been prophetic .  Governor

McLean had asked specifically for the conversion of

the then existing  "Legislative Budget Commission"

into an "Executive Budget Commission ."  What the

General Assembly gave the governor was neither one.

IN LEGISLATIVE REVIEW AND APPROPRIATION

Given the fiscal confusion that confronted the

General.Assembly before 1925, it would be a mistake

to overlook the relative order and efficiency of the

current appropriations process. The recommended

budget and the accompanying appropriations bills are

major contributions to this improvement. They are the

results of a reasonable budget process that involves r]
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input from the agencies of state government, from the

public, from the General Assembly, and from-the governor

and his staff. Beginning the legislative session with

such documents in hand and with their requirements

balanced against projected revenue  is an  important

asset  to the appropriations process that follows.

In some respects the budget-related activities of

the General Assembly stand in marked contrast to the

work of the Advisory Budget Commission. That Commission

of a dozen members deals for only a month or so with

a relatively small amount of material, almost all of

it highly summarized by a budget division staff of

70 or more, and makes most of its major decisions

in 3 or 4 days.

A legislator on the joint appropriations committee,

on the other hand, finds himself at the beginning of

the session in a group of 85 crowded legislators

confronted initially by a budget document of over 2,000

pages. The legislative fiscal research division of

about 20 people may have had the document a week or

two longer and will of course assist the joint appro-

priations committee members along with those legislators

on the finance and economy committees. About the time

the appropriations committee member begins to understand

how the budget document is organized, the departments

appear to present their supplemental requests, accompanied

by perhaps another 20 pounds of printed matter for each

legislator. Next the legislator is usually assigned

to a smaller committee of perhaps 20 to 30 legislators

who will review about one third of the budget for the

next three or four months amongst ever increasing

mountains of paper. And of course all legislators are

members of five or six other committees, though per-

haps none as demanding as appropriations.
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Under any circumstances the legislators on the

Advisory Budget Commission would enjoy some advantages

over their colleagues who are not. They are the only

members of the General Assembly who have been exposed

to the entire budget before the session begins and

they are conceded to have had considerable influence

in its preparation .  The leaders of the appropriations

committees in particular are propelled into expecially

strong positions ,  in part because of the advantages

enjoyed by all Commission members and in part because

of the ways in which the joint appropriations committe

functions .  It is no accident that this committee

consists of over half the membership in each house.

The purpose of this arrangement, which began in the

mid 1940 's, is to minimize the possibility that the

appropriations bills reported out of the appropria-

tions committees will be amended on the floor of

either house .41 This strategy has been highly success-

ful over the years ,  and has had the obvious effect of

confining all appropriations decisions -to the appro-

priations committees where there is scant opportunity

for the thoughtful consideration of the entire

budget by any representative group of committee mem-

bers.

In recent years there has also been evidence of

confusion in the General Assembly about what are and

what are not "appropriations "  decision .  There has

been a tendancy to include within the purview of

the joint appropriations committee policy issues

that go far beyond questions of money. The Executive

Budget Act itself has been frequently amended in

appropriations bills .  Recent appropriations bills

have also included provisions affecting such policy

areas as administrative rule making ,  criminal proce-

dures, retirement systems ,  community college personnel
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procedures, methods for distributing state publications,

mental commitment hearings, and the organization of the

Youth Services Commission. Very important education

policy questions such as class size in the public

schools and the ratio of students to teachers in post-

secondary institutions have often been. considered to be

primarily "money matters." Most of these issues should

have received at least equal, attention from the sub-

stantive committees of the legislature that are desig-

nated to address policy issues, but generally they have

not.

These factors place members of the Advisory Budget

Commission, and especially the leaders of.the appro-

priations committees in positions of very great power

compared to other legislators. As one former appropri-

ations committee chairman put it, "You feel like you

have real power so you can go ahead and do a job."

Those sentiments are echoed by the opinions of other

members and observers of the General Assembly. In a

survey of legislators, news media representative and

lobbyists conducted by the Center in 1978, the respon-

dents ranked appropriations as the "most powerful"-of

committees. The same survey requested rankings of

the ten "most influential" legislators, considering

both houses together.42

that part of the survey:

Following are the results of

1. Stewart House 6. Rountree House
2. Royall Senate 7. Holmes House

3. Ramsey House . 8. Davenport House

4. Hardison Senate 9. Scott Senate
5. Henley Senate 10. Lawing Senate

Considering their experience through the 1979

session , six of the ten have been chairmen of the house

or'senate appropriations committee in the 1970's.
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Eight of the ten have been members of the Advisory

Budget Commission during the same period.

IN BUDGET EXECUTION

Although there seems to be general agreement

that budget preparation is the most important function

of the Advisory Budget Commission, it is budget

execution that requires most of the Commission's

time. As noted earlier, the 1925 Executive Budget

Act left exclusively to the governor the responsi-

bility of carrying out the budget, once it was enact-

ed by the General Assembly. Over the years since

1925, through amendments to the act itself and through

other legislation, the General Assembly has directed

extensive expansion of the Commission's involvement

in budget execution. Recently, much of this expansion

has resulted from provisions in the various appropri-

ations bills.

Some  of these provisions are written into the

proposed appropriations bills by the budget division

staff, especially if they recount other statutory

language or reflect the decided preference of re-

cent sessions  of the legislature, but many of them

originate in the General Assembly. In 1979, for

example, the two main appropriations bills introduced

at the beginning of the session included 14 references

to the Advisory Budget Commission in sections per-

taining to budget execution. Six month later

when the bills were ratified, they mentioned the

Commission 23 times.43

Involving the Commission in the execution of

the budget produces a number of advantages to the

General Assembly. Many a legislator, concerned about

some appropriations proposal, has been reassured by

the addition of language that will allow the Advisory

n
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Budget Commission to take another look before the

money for the project is actually spent .  Appropria-

tions details that may be politically'risky or time con-

suming for the General Assembly to resolve can be de-

ferred to the collective wisdom of the governor and

the Commission for further consideration after the

legislators have gone home .  Since the General Assembly

is relatively inactive between sessions, the Commission

provides some surveillance over executive compliance with

the legislative will. When legislative intent is be-

lieved to be unclear the Commission can reduce the

uncertainty of, executive agencies. In certain areas

of the budget ,  such as appropriations for capital

.improvements ,  some executive flexibility is essential.

The Advisory Budget Commission provides a way to avoid

giving the authority for such adjustments to the

governor alone.

In the North Carolina context all of the Commission's

budget execution functions may seem reasonable enough.

Perhaps they  -are no more than attempts to recognize the

faint but lingering fear of putting too much power

in the hands of the governor ,  or they may reflect

what are viewed as limitations of a part -time legisla-

ture.

In some ways ,  however ,  the practices outlined

above seem to be designed more for appearances than

for actual effect .  Although the Commission can create

problems for the governor in the execution of the

budget ,  especially with respect to capital improvements,

it is far from clear that the Commission makes serious

inroads on the governor 's authority to carry out the

programs the budget supports .  Observers of the

Commission estimate that ,  on the average, nine out of

ten budget execution proposals presented by the staff

get Commission approval .  Working with the Commission
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requires time and effort on the part of the governor,

his staff ,  and the state agencies. But there is

no evidence that executive branch officials would

give up the obvious advantages of having the Com-

mission sell the proposed budget to the General

Assembly merely to escape the Commission's relative-

ly minor interference in the execution of the final

appropriations .  Viewed in this perspective, it

may well be that the role of the Commission in

budget execution is important primarily as a means

of sustaining the power and prestige of Commission

members until the next budget must go to the

legislature ,  rather than in restraining the power

of the governor once the General Assembly has

adjourned.

CONSTITUTIONAL ISSUES

In both composition and function, the Advisory

Budget Commission is a hybrid institution. Its

members may be either ex officio or appointed,

and appointments to the Commission may be made either

by officials of the legislative branch or by the

governor ,  who is the chief executive officer of

the state .  The roles its members play in budget

preparation and execution, moreover ,  seem to

consolidate various legislative and executive

powers that are intended by current constitutional

design to be kept separate.

Article I, sec. 6 of the state constitution

clearly prohibits any consolidation of the powers

of different branches of government. "The Legislative,

Executive and Supreme Judicial powers of State

Government ,"  it stipulates , "shall be forever separate

and distinct ."  Other constitutional provisions spell

0

11



-45-

•
out in detail the powers assigned to each of the

three branches, vesting legislative power in the Gen-

eral Assembly, executive power in the governor and

judicial power "in a Court'for the Trial of Impeach-

ments and a General Court of Justice." Article III,

sec. 5(3), for example, puts sole power with respect

to budget preparation and execution in the executive

branch:

"The governor shall prepare and recommend to the
General Assembly a comprehensive budget of the
anticipated revenue and proposed expenditures
of the State for the Ensuing fiscal period.
The budget as enacted by the General Assembly
shall be administered by the Governor.".

•

0

. Until the ratification of this provision as a

part of the Constitution of 1971, the duality of the

Advisory Budget Commission had never been perceived

as a constitutional issue. Responsibility for budget

preparation and execution had been entirely statutory,

especially since 1925 when the Executive Budget Act

created the ABC.and designated the Governor as the

"Director of the Budget." But the 1971 Constitution

altered the role of the chief executive in the budget

process. "The 1971 Constitution of North Carolina

included for the first time an explicit provision with

respect to the budgetary duties of the governor," said a

1975 Institute of Government Publication. "That

provision is a direct constitutional grant of authority

to the Governor, so his role as Director of the Budget

is no longer dependent on statute alone, as it was from

1925 until 1971. That provision may be construed to

give the Governor exclusive responsibility and authority

for preparing the proposed budget for legislative

consideration and for executing the budget once it

has been enacted by theiGeneral Assembly."
44
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Since 1971, according to this interpretation,

the "separation of powers" clause of the state con-

stitution has been applicable to the budget process and

to the provisions of the Executive Budget Act,

which in part mandate extensive participation by

members of the legislature in activities that now

are, in light of Article III, sec. 5(3) of the constitu-

tion, exclusively the province of the executive branch.

Moreover, the thrust of Article III, sec. 5(3) seems

in direct conflict with the language of section 143-4

of the Executive Budget Act. which states: "The

Advisory Budget Commission alone shall be responsible

for recommending to the General Assembly proposed

biennial budgets for the requirements of the state

auditor and the state treasurer. . .(Emphasis added)

Who does now have the power to prepare, present,

and administer the state's five billion dollar annual

budget--the governor, the Advisory Budget Commission,

or both? Does the constitution ratified in 1971 in

effect dismantle a budget process implemented half a

century ago and employed with success for more than

50 years? The answers are still unclear, because

the questions have so far remained entirely theo-

retical. The process of preparing, presenting, and

executing the biennial budget in North Carolina has

varied little since 1971 from the precedents established

in preceding years, despite the latent and fundamental

ambiguity that now exists about the very constitu-

tionality of the ABC.

But the time is fast approaching when the validity

of the state's traditional budgeting process may

come under close scrutiny in both the legislature and

the courts. One state senator prefiled legislation

at the close of the 1979 session of the General

n
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Assembly to abolish the ABC,45 and another filed

suit against the Governor later in the year charging

that the Commission had "usurped and circumvented

the powers and perrogatives (sic) of both the Legislative

and Executive Branches of State Government and ha(d)

interwoven and co-mingled the legislative and executive

powers and functions of the State Government with

respect to the preparation and administration of the

State Budget and the application and expenditure of

State monies, all in violation of ...the Consitution of

North Carolina."46 The lawsuit was subsequently

withdrawn, but the bill (entitled "An Act to Amend

the Executive Budget Act to Conform to Constitutional

Principles") is still pending and could be considered

during the 1980 session of the General Assembly.

Because the Advisory Budget Commission is an

especially valuable political tool for the governor

and for some key legislators, it has survived thus

far the implications of the Constitution of 1971.

But the ABC is not without enemies. Significant

concentrations of power tend eventually to alienate

those who cannot tap the resource, as well as to en-

trench those who can. In the language of the current

constitution, foes of the ABC may have discovered an

Achilles Heel that could bring down the whole budget

process in North Carolina and destroy the single

most powerful body within state government.

PROBLEMS AND IMPLICATIONS

When it was originally passed, the Executive

Budget Act was a reasonable solution to the very

serious problem of disciplining the appropriation

process so that the expenditures authorized by the

General Assembly would not exceed the revenue that
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would become available .  The original role of the

Advisory Budget Commission, advising on budget

preparation, was largely an attempt to compensate

for the part -time nature of the legislature. The

Commission gave the governor a group of responsible

and usually informed legislators with whom he and

other executive branch officials could interact

face -to-face about budget matters in the absence of

the General Assembly. The same legislators pro-

vided an informed cadre for the General Assembly

during the appropriations process and made it possible

for the legislature to dispose of its business in

three months or so every two years.

This role changed rather slowly from 1929 until

the early 1940's, as did state general fund expendi-

tures  (which grew from about  $18 million in 1929-30

to about $46 million in 1941 -42). As the size and

importance of the state budget accelerated during

the 1940's and 1950's, the influence of the Advisory

Budget Commission kept pace as a result of the --

Commission 's increasing involvement in the execution

of the budget and the growing power of the appro-

priations committees of the legislature .  Today the

Commission is an extremely influential political

force in the preparation of a multi-billion dollar

budget and in the legislative appropriations process,

roles that are reinforced by its various responsibilities

in the execution of the budget.*

* A factor frequently cited as contributing to
the influence of the ABC in the 1960's is the role of
former Senator Tom White who was on the Commission for
more than a decade and its chairman for most of that
period .  Prior to 1977 neither governors nor legisla-
tive leaders served more than one term in office, but
some legislators were able to retain their positions
on the Commission for several years and thus accrued

ELI
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What began in 1925 as a largely administrative

mechanism to compensate for the absence of the-General

Assembly during the preparation of the executive

budget has become a major vehicle for the projection

of executive power into the appropriations process

and for involving key legislators in the execution of

the budget. In the intervening half century the part-

time nature of the General Assembly has become largely

an illusion. While clinging tenaciously to that image,

the legislature has in fact moved rapidly in recent

years toward becoming a full-time body. Since 1973

it has met every year although the even-year sessions

are still relatively short. Odd-year sessions, on

the other hand, have doubled in length since the 1920's

from about three months to About six. Legislators

themselves spend more time in Raleigh between sessions

than ever before, in part because of the growing

number of legislative study groups. The 1979 General

Assembly authorized 53 studies to be completed between

1980 and 1981, at least 40 of which will involve

legislators.47 The accessibility of governors and

legislators to each other and to state agencies has

also been vastly increased by fleets of state cars and

aircraft, a state telephone system, and by the dispersal

of state offices to many communities outside of Raleigh.

Other changes over the years have strengthened the

capacities of both the governor and the legislature

to deal with the budget. The Executive Budget Act

influence that might have resided elsewhere under
other circumstances. According to the North Carolina
Manual, the record for tenure on the Commission belongs
to Mr. J.H. Clark, who served as an appointee of
four governors from 1933 to 1945.
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itself is perhaps the most important source of the

governors' power over state departments and their

budgets. This influence has been further strengthened

by organizational and administrative changes that

include the establishment of the department of ad-

ministration, the creation of a uniform court system,

and the major reorganization of the executive

branch in 1971. The chief executive is served by

a large budget staff as well as by other staffs in

the department of administration in the. areas of

purchasing, property control, policy development,

data processing, and personnel management.

Since 1972 the General Assembly has also been

served by its own fiscal staff. Although small

in comparison to the executive budget staff, the

fiscal research division follows the development of

the recommended budget by the governor and the Advisory

Budget Commission, provides staff support for the

money and economy committees of the legislature,

prepares the final appropriations bills, and responds

to questions about fiscal matters from individual

legislators. The legislative fiscal staff also ana-

lyzes slected major budget issues, develops alterna-

tives for the consideration of the General Assembly,

and follows the execution of the.budget in areas

of special interest to legislators.

A final but little noted development of importance

to both the governor and the General Assembly is the

departmental accounting system, initiated by the

state auditor in the early 1970's. This computer-

based system provides standardized accounting cate-

gories and procedures for all state agencies and has

vastly improved the collection and dessimination

of financial data. The budget preparation capacity of.
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the system was first fully utilized in the development

of the 1979-81 recommended'budget. Other capabilities

of the departmental accounting system can provide

a variety of other types of assistance to both execu-

tive and legislative agencies.

While many of these changes reflect the rapid

expansion of state government activities since. the

1950 's, they are also solid indications that the

facilities for conducting executive and legislative

fiscal affairs have changed remarkably since the crea-

tion of the Advisory Budget Commission in 1925. The

original administrative rationale for the Commission

has now all but vanished.

The importance of the Advisory Budget Commission

today ,  however ,  results more from its political prowess

than from its administrative effectiveness. The

Commission has become the governor's most important

asset in protecting the recommended budget from legisla-

tive changes. At the same time ,  the success of the

Commission in this defense has propelled its members,

and expecially its legislative members, into positions

of great power .  Commission members are key actors in

getting things done or undone by state agencies

whether this results from a formal Commission decision

or from an individual member's informal comment to

a state agency head.

To maintain this position of influence, members

of the Advisory Budget Commission must continue to be

effective in the selling of the governor's budget

proposals to the General Assembly .  This suggests

that it is in the interest of the legislative members

of the Commission to retain or strengthen their in-

fluence over the appropriations process. This in-

centive to limit legislative activity that could
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seriously challenge the governor's budget appears to

be one of the most important consequences of the

current role of the Advisory Budget Commission

and, to a great extent, explains the peculiarities

of legislative appropriations activities. In this

sense the Commission may well intrude more on the

prerogatives of the General Assembly than on those

of the executive branch.

It is ironic that the most recent criticism of

the Advisory Budget. Commission has come from two

legislators who seem to view the Commission pri-

marily as a poacher on the governor's constitutional

game preserve. While it is true, as their actions

suggest, that the Advisory Budget Commission. blurs

the boundary between the executive and legislative

branches and infringes on the governor's constitu-

tional authority to prepare the recommended budget.

and to administer the approved budget, these are

not the most serious results of the Commission's

role. The greater threat to sound government in this

state are those practices that encourage a concentra-

tion of power in the hands of a few legislators who

are vulnerable to executive influence and the vir-

tual exclusion of most other members of the General

Assembly from effective participation in the appro-

priations process. As a minimum that process ought to

include the opportunity for all legislators to see

and understand the budget as a whole in relationship to

the major problems confronting the state, the

tholough public review of the entire recommended

budget by a single small joint appropriations com-

mittee that is not dominated by members of the Ad-

visory Budget Commission, the procedural and staff

arrangements. necessary to encourage extensive and

informed debate of budget issues, and the review of

El
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the policy implications of proposed appropriations

actions by the appropriate substantive committees.

At first glance ,  it would seem that all of these

procedures could be installed by rule and procedural

changes within the General Assembly. Although that

is technically true ,  the proposed changes have signi-

ficant political implications for the'key individuals

in the present legislative appropriations system, as

well as for the governor .  Given this political

dimension and the incentives already noted for legisla-

tive and executive leaders to maintain the status quo,

it is unlikely that significant changes in the appro-

priations process can occur without broad and active

support from less influential legislators for some

modification of the role of the Advisory Budget Commis-

sion. This political reality coupled with the constitu-

tional ambiguity about the ABC that now exists,

requires the consideration of alternatives for modi-

fying the Commission's functions.

ALTERNATIVES FOR MODIFYING THE ROLE OF THE ADVISORY

BUDGET COMMISSION

The preceding analysis suggests that alternatives

for modifying the role fo the Advisory Budget Commission

must have at least four objectives .  Of prime importance

is the need to preserve an effective appropriations

process ,  a political and administrative process that

produces adequate appropriations bills within a reason-

able period of time .  There is increasing and justi-

fiable concern that the fragmentation of political

power among large numbers of single -issue interest

groups has made decisive action more difficult for

legislative bodies at all levels .  To avoid this

effect in the General Asse  .tbly it may be necessary to
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retain some features of the current system and to

risk  some  centralization of legislative authority.

This suggests a second objective to be considered

in assessing any revision, in the role of the Advisory

Budget Commission .  If there must be some source

of power in the legislature to keep the appropriations

process  moving, that source ought to be the presiding

officers of the senate and the house of representa-

tives. While this may seem obvious, it is not generally

understood that there have been times in the recent

past when the presiding officer of one chamber or

the other has lost control of his appropriations

committee chairman. Under such circumstances it

is unlikely that presiding officers  can exercise

the leadership necessary to make the process work,

Yet they clearly have the responsibility to do so

and should, therefore, be armed with the authority

essential to getting the job done.

These two objectives can be achieved in several

ways. First, serious consideration should be given

to retaining the Advisory Budget Commission in some

form while at the same time reducing its power in favor

of greater influence over the appropriations process

by the president of the senate and the speaker of

the house. The influence of the Commission can be

restrained by amending the Executive Budget Act

to affirm the governor's exclusive responsibility

for the recommended budget and for budget administration,

and to bar the Commission from functioning in ways

that are inconsistent with its purely advisory status.

An example of a Commission action that might no longer

be permitted under such amendments is endorsing the

recommended budget in whole or in part by voting

or by any other means. The Commission might still

be fully briefed on the recommended budget and on

0
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other fiscal matters by,the governor or his staff, and

Commission members might discuss the substance of these

briefings with the governor or among themselves. The

governor ,  of course ,  might also choose to modify his

budget proposals on the basis of these discussions.

There is no obvious reason why these briefings and

discussions should not be open to the public.

To further increase the influence of the leaders of

the General Assembly ,  membership on the Commission

might be'limited solely to legislators appointed by

the speaker of the house and president of the senate.

This approach would ,  in effect ,  make the Commission

a legislative body, a modification that could also

be accomplished'in amendments to'the Executive Budget

Act. Another option -- limiting the governor 's appointees

on the Commission to non-legislators--would also tend

to increase the power of the presiding officers.

Perhaps the most obvious objective for any

modification in the functions of the Advisory Budget

Commission should be to remove the uncertainties about

the governor's'constitutional responsibility for preparing

the recommended budget and for administering the budget

once appropriations have been made by the General Assembly,

as well as to clarify the obligation of the legislature

to execute its appropriations responsibilities without

direct gubernatorial influence. There will always be

attempts by individual legislators to shape the way the

budget is prepared and executed ,  just as there will be

attempts by governors to sway legislators during the

appropriations process. But the procedures and practices

of the executive and legislative branches ought to reflect

rather than conflict with the mandates 'of the state

constitution.

It is apparent that this objective can be achieved by
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n
amending either the state constitution or the

Executive Budget Act and other statutes that seem to

collide with the intent of the constitution. Alter-

ing the constitution would presumably require the.

insertion of language exempting the functions of the

Advisory Budget Commission from those provisions

that deal with the separation of powers (Article I,

Section 6) and the governor's budget authority

(Article III, Section 5(3). While this approach

may be feasible ,  it tends to erode the principles

involved and to invite further amendments to the

constitution to accomodate the roles of legislators

in the performance of other executive functions.*

It seems both more perferable and more practical

to amend the Executive Budget Act (and other statutes

that cloud  the issue ) to align them with the state

constitution .  Such amendments should remove the

Commission from involvement in any functions related

to the preparation and administration of the budget,

except functions that are purely advisory in nature.

The governor might still be required to brief the

Commission on some types of proposed executive actions,

but the Commission presumably would not be authorized

to indorse or oppose a particular proposal by voting

or by any other means. If the Executive Budget Act

is to be amended to modify the role of the Advisory

Budget Commission ,  it would be essential to include

reaffirmation of the governor's constitutional budget

authority and to bar from future bills  (and especially

appropriations bills )  language that would erode this

* One obvious example is the role of legislators
on the state Board of Transportation.

0
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executive responsibility. Such an amendment might-at

least retard. apparently unconstitutional extensions

of the Commission's authority such as those that have

occurred in past money bills and in other legislation

passed by the General Assembly.

In recent sessions of the legislature there have

been signs of increasing unrest among legislators who

felt that they were excluded from effective partic-

ipation in the appropriations process. Some of this

restiveness may have arisen from what might be termed

as insufficient access to the pork barrel, but there

is also evidence that the current appropriations

process has limited the participation of competent

legislators in a wide range of policy choices that

have been arbitrarily confined within the money

committees.

This suggests the need for broadening legislator

participation in the appropriations process in at

least two ways. One would require bringing appro-

priations matters with non-fiscal implications to the

attention of the appropriate substantive committees

in order to provide greater assurance that proposed

appropriations decisions may be adequately considered

with respect to their impact on substantive policies.

The second way would require the consideration

of all budget matters by a single smaller joint

appropriations committee. This would reduce the

fragmentation of the process that now encourages only

a few legislators other than the members of the Advisory

Budget Commission to become familiar with the entire

budget, usually quite late in the session.;.. For obvious

reasons the smaller joint appropriations committee

should include at least enough legislators to avoid

dominance by members of the ABC.
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To some extent the lack of legislative interest

in the recommended budget stems from the view

shared by many members of the General Assembly that

the most they can hope to. achieve in the appro-

priations process is the passage of a small special

appropriations bill of particular interest to their

constituents, once the estimate of available

revenue is increased late in the session. As

discussed earlier, the strategy appears to be to

introduce a higher revenue estimate late in the

odd-year session, an action that has the effect

of tossing a side of beef into a cage full of

hungry tigers. This maneuver distracts legislators

from the budget recommendations of the governor and

the ABC, assures the reward of legislators who

cooperate in protecting that budget from their

fellow lawmakers, and guarantees that all of the

available revenue will be appropriated, whether

needed or not. By eliminating this second revenue

estimate and requiring the General Assembly to fit

all appropriations within the total of the governor's

original-budget recommendations, or raise taxes, it

is highly probable that legislative attention to

the budget would markedly increase.

The combined effects of these kinds of changes might

well make the defense of the governor's budget in the

General Assembly more difficult, and pursuasive

legislators might marshall enough support to amend

the appropriations bills in the floor of the house

or the senate. In addition, more members of the

General Assembly would be confronted more often with

the difficult task of weighing the desires of their

constituents against the needs of the state as a

whole. Unsettling as these prospects may be to

n
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legislators and the public, as well as to state, officials,

these kinds of legislative opportunities and dilemmas

seem more likely to produce quality law makers and better

laws than a system under which legislators can claim

ignorance or impotence on most issues.

A discussion of options available for modifying

the role of the Advisory Budget Commission cannot end

without some consideration of the proposal to completely

abolish the Commission already embodied in the

prefiled bill discussed earlier. While this is perhaps

the surest solution to the constitutional problems

generated by the Commission's activities it raises the

question of the wisdom of erasing from the state

government scene an old and effective institution.

Perhaps it would be best for each new governor and each

new set of legislative leaders to construct the budget

and appropriation procedures they would apply to achieve

the necessary legislative-executive coordination in the

preparation, legislative consideration, and execution

of the budget while maintaining the. independence of

their respective branches as required by the consti-

tution. It may be that the essentials of the budget-

appropriations processes are now clear enough and

that the staff capacities are sufficient to allow this

difficult job to be done well without any reliance on

the Advisory Budget Commission. On the other hand, a

less sweeping approach may be desirable in a period

when the strains on the appropriations process are

increasing along with the size and complexity of the

budget.

0
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RECOMMENDATIONS

To accomplish the objectives discussed above

it is recommended that:

1. The Executive Budget Act be amended to:

--affirm the provisions of the state

constitution that prescribe the separation

of executive and legislative powers

and the governor's exclusive responsi -

bility for the preparation and admin-

istration of the budget;

--change the composition of the ABC to

include only the chairman of the senate

and house appropriations committees,

three other members of the senate and

two other persons appointed by the

president of the senate, and three

other representative and two other

persons appointed by the speaker of

the house;

--limit the ABC to purely advisory functions

by prohibiting ABC concurrence in or

approval of matters related to the

preparation or execution of the budget,

or to the administration of state agencies;

--state that the major purposes of the ABC

are to provide a group of legislators and

other informed persons with whom the

governor can discuss matters related to

the preparation and execution of the

budget, to inform some members of the

General Assembly on these matters so they

can assist other legislators in understanding

the budget and related policy matters during

0
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the subsequent legislative session, and to

observe the execution of the budget as

directed by the General. Assembly.

--limit the size of the senate and house

appropriations committees to 12 members each;

--require that the entire state budget as

recommended by the governor be jointly

reviewed by the full appropriations

committees of both houses;

--require the consideration of major department

or program recommended budgets, as well as

related supplemental requests and special

appropriations bills, by the appropriate

substantive committees and comment from

these committees to the joint appropriations

committee on the policy aspects of proposed

appropriations measures;

--prescribe that, in odd-year sessions, of

the General Assembly, the two main

appropriations bills be initially reported

out of the appropriations committees not

less than 30 days prior to adjournment;

--continue the authority of the General

Assembly to reduce appropriations but limit

the authority of the General Assembly to

increase appropriations above the total

figure recommended by the governor unless

such increases are accompanied by correspond-

ing amendments to the tax laws to increase

revenue;

--authorize the General Assembly to include in

appropriations bills matters related to

subsequent budget execution and budget

preparation concerning which it wishes the
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governor to keep the ABC or the General

Assembly informed;

--retain the independence of the state

auditor and the state treasurer from

executive control without the substantial

involvement of the ABC in'the adminis-

tration of these two agencies.

2. The state open meetings law be amended to

require that all meetings of the Advisory

Budget Commission be open to the public.

3. Other statutes be amended to delete or

modify provisions that authorize the ABC

to participate in the administrative,

budget or policy decisions of executive

agencies.

(Amendments to accomplish the recommen-

dations in 1. and 2. above are in Appendix

B. Appendix C shows the current text of the

Executive Budget Act as well as the text that

would result if the Act were amended in

accordance with the above recommendations.)
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APPENDIX A

Amendments to the Executive Budget Act since 1929 ,

The revised Executive Budget Act of 1929 has undergone 58

changes by the General Assembly through the 1979 session, dis-

tributed as follows:

1929-39 2
1940-59 1
1950-59 29
1960-69 14
1970-79 12

58

The first amendment, passed before the close of the 1929

session, authorized the Director of the Budget (the governor)

to prescribe the manner in which agencies and institutions

disbursed state funds.48 In 1931 the Executive. Budget Act

was changed to provide for the replacement of legislative

members of the Advisory Budget Commission who.died or were

removed from office by the governor "upon recommendation"

of the presiding officer of the appropriate house.49 The

creation of a personnel department in 1949 resulted in the

addition of a new section to the Executive Budget Act that

required payrolls to be submitted for review to the "Assistant

to the Director", a position now roughly analogous to that

of the state budget officer.
50

Although there were a large number of amendments to the

Executive Budget Act from 1950 to 1959, most of them resulted

from two pieces of legislation. One was a 1955 bill to clarify

the roles of the state auditor and the state treasurer and to

increase their insulation from the influence of the governor.51

The General Assembly recognized that the 1929 Executive Budget

Act gave the governor strong authority over these two agencies

as well as over the rest of state government. The 1929 act

also tended to blur the responsibilities of these agencies and

especially the responsibility for the adequacy of accounting
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systems.  The 1955  amendments  made it clear that the auditor

and the treasurer were to be under the fiscal control of the

Advisory Budget Commission only and not that of the governor.

The amendments  also installed procedures to assure this result.

Other provisions of the 1955 amendments transferred the dis-

bursing and pre-audit functions from the state auditor to the

budget bureau.

A second major bill in the 1950-59 period was the act

to create a department of administration, ratified in 1957.52

This legislation gathered into the new department the budgeting

and purchasing functions and authorized the creation of additional

divisions for architecture and engineering, property control,

administrative analysis, and long range planning. A major

effect of this act was to separate the governor from the new

budget division (the former budget bureau) by deleting the

governor as the bureau (division) head and by reassigning the

statutory responsibilities of the budget bureau to either the

new department of administration or the governor, an organiz-

ational arrangement that was bound to produce tension as the

responsibilities of the department and the importance of the

budget increased.*

* The "Report of the Commission on Reorganization of State
Government," dated November 15, 1956, which recommended the
establishment of a department of administration included the
following statement: "Since the Director of Administration
will be the Governor's right-hand man in all fiscal affairs,
it is only logical that he be his chief assistant in budgetary
affairs." Chapter 269 of the 1957 Session Laws which created
the department of administration included amendments to the
Executive Budget Act that transferred many of the duties of the
budget office to the department of administration and made clear
the intent of the General Assembly in the following language:
"All of the powers, duties, functions, records, property, supplies
equipment, personnel, funds, credits, appropriations, quarterly
allotments, and executory contracts of the Budget  Bureau are
hereby transferred to the Department of Administration,
effective July 1, 1957. All statutory references to the
"Budget Bureau" or to the "Bureau of the Budget" shall be
deemed to refer to the Department of Administration." The
1979 Executive Order, number 38 that shifted the budget office
from the department of administration to the governor's office
apparently had the effect of reversing the 1957 legislation
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In the 1940s much of the work of the Advisory Budget

Commission had been conducted by mail and, in some years,

the Commission rarely met except to consider the budget.

Although this practice had ended by about 1950, the legis-

lature discouraged it further in 1951 by amending the

Executive Budget Act to require a quorum of three members

for the conduct of Commission business.53

Other legislation between 1950 and 1959 amended the

Executive Budget Act to authorize the Advisory Budget Com-

mission to hire a photographer ,  and to increase the respons-

ibilities of the governor and the department of .administration

for seeing that new construction ,  renovations ,  and other

capitol improvement projects were needed and were accomplished

economically in ways consistent with the purposes mandated by

the General Assembly.54 To some extent these last actions

reflected the growing importance of capital improvements

which were ,  after 1945 ,  authorized in a separate appropri-

ations bill .  The appearance of separate capital improvements

appropriations bills in turn led to provisions in these bills

that increasingly involved the Advisory Budget Commission in

the execution of construction projects. At about the same

time the substance of Commission meetings also changed;

agendas that before 1946 were largely devoted to salary

and related matters became cluttered with decisions about

cited above. Presumably, the General Assembly will have the
opportunity to decide which organizational arrangement it
prefers for the budget office when Executive Order number
38 is submitted to the legislature for concurrence, dis-
approval ,  or modification in accordance with Article III,
Section 5(10) of the state constitution .  The transfer of
the budget function to the governor's office is a return
to the organization concept of the original 1925 Executive
Budget Act, which stated that "the Governor shall be ex
officio the Director of the Budget, and shall be the head
of the Budget Bureau which is hereby created and established
in connection with his office."
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capital improvement projects.
55

Two other notable amendments to the Executive Budget Act

occurred during this period. In 1953 the General Assembly

passed a bill that allowed the joint appropriations committee

or its subcommittees to meet in closed session provided that

final decisions of the joint committee were made in open meetings.56

This may have been an attempt to recognize the realities of

the appropriations process, but the action was unpopular and

was repealed in 1955.57

Although the authority of the Advisory Budget Commission

in matters related to the execution of the budget steadily

broadened over the years, especially after 1945,,this

expansion of the ABC's role was accomplished solely by

legislative actions that did not amend the Executive Budget

Act, until 1957. In that year, however, the first signifi-

cant change was made in the act itself to involve the Com-

mission in budget execution by requiring its approval of the

allocation plan for appropriated area vocational training

school funds.58

From 1960 to 1969 the major amendments to the Executive

Budget Act clarified and strengthened the governor's authority

in the disbursing area and consolidated the state auditor's

responsibility for establishing sound accounting systems in

all departments.59 In 1963 an amendment was added to give

greater executive control over the appropriation and allot-

ment of funds for archaelogical and historical projects.60

* The post-World War II appropriations for capital
improvements were the first large authorizations for these
purposes that occurred after the creation of the Advisory
Budget Commission. The 1947 appropriation for capital
improvements exceeded the total of all such appropriations
from 1921 through 1945.

E
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A 1965 amendment recognized the creation of the judicial

department with minor conforming changes.61 In the same

year the Executive Budget Act was amended to reflect langu-

age that had been common in prior capital appropriations

bills to allow the governor and the Advisory Budget Com-

mission  to modify construction projects approved by the

General Assembly and to authorize additional projects under

certain circumstances. 62 The General Assembly also began to

be concerned about federal grants that started new programs

in the state. As a result, the Executive Budget Act was

amended in 1965 to require agencies to submit to the de-

partment of administration and to the Advisory Budget

Commission copies of requests for non-state funds "which

do or may impose" any substantial financial obligation on

the state. The same general problem was again addressed

in 1969 by a further amendment to broaden the reporting

requirements for such requests.63

Although successfully opposed by Governor Scott during

the 1969 session, the creation of a legislative fiscal staff

was authorized by legislation passed in 1971. The same bill

amended the Executive Budget Act to allow legislative fiscal

staff members to attend all meetings of the Advisory Budget

Commission and to receive all materials provided the Com-

mission.64  The remainder of the significant amendments to

the Executive Budget Act during 1970-79 resulted from the

election of a Republican governor in 1972. These included

doubling the size of the Advisory Budget Commission in 1973

(from six to twelve members) by adding two more senators

appointed by the president of the senate, two more repre-

sentatives appointed by the speaker of the house, and four

more members  appointed by the governor.65 However the ratio

of legislative members to executive members remained the

same  as-previously and, according to former Governor James

Holshouser, who was in office at that time, the larger

Commission did not cause him any particular concern.
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What did upset Governor Holshouser, however, was a

move on the part of the legislative commission on govern-

mental operations to amend the Executive Budget Act in

ways that would have seriously reduced the governor's

power and would have expanded the role of the Advisory

Budget Commission in both the preparation and execution

of the budget. Some of the proposed changes were con-

structive and accomodated the changing of circumstances

over the years. But there is no doubt that many of them

were also politically motivated. Holshouser sought help

in stopping the proposed legislation from other statewide

elected officials, the members of the Council of State,

including Lieutenant Governor James B. Hunt. Holshouser

got the assistance he needed and that draft bill to amend

the Executive Budget Act was never introduced.

Other actions during 1970-79 to change the Executive

Budget Act included the establishment (in 1971) and repeal

(in 1977) of a requirement for the state budget officer to

furnish the principal clerk of each house the salary schedule

for those employees not subject to the state personnel act.66

In 1976 an amendment was passed to require all agencies to

send copies of budget transfers to the legislative commission

on governmental operations,67 and in 1977 a provision was

added to make the improper expenditure or transfer of funds

a misdemeanor. In the same year the Executive Budget Act

was amended to provide that programs supported by federal

grants would be continued only if state funds were appropri-

ated for the same purposes.68 Two final amendments in 1979

authorized the payment of severance pay under certain

circumstances and required non-state health and welfare

agencies to request grants through the department of

human resources.69
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APPENDIX B

Draft amendments to the Executive Budget Act and to
the state Open Meetings Act to accomplish the
recommendations of the report.

1. Amendments to the Executive Budget Act

G.S. 143-1 is amended by deleting from lines 4
through 7 the following language: "if the
context shows that it is used with reference to
any power or duty belonging to the Department
of Administration and to be performed by it,
but it shall mean when used otherwise any State
agency, and any other agency, person or commission
by whatever name called, that uses or expends or
receives any State funds."

•

G.S. 143-2 is amended by inserting the following
sentence before the first sentence of the first
paragraph: "The Governor is responsible for the
budget recommended to the General Assembly and
for the administration of the budget as enacted
by the General Assembly."

G.S. 143-2 is further amended by deleting at the
end of the fourth paragraph the following words:
"and shall be subject only to such control as
may be exercised by the Advisory Budget Commission."

G.S. 143-3.2 is amended by deleting from line.31the
following words: "and Advisory Budget Commission"

G.S. 143-4 is amended by deleting the first two
paragraphs beginning with the words "The Chairman"
and ending with the words "the public interest."
and substituting therefor the following:

"The Advisory Budget Commission shall consist
of the Chairman of the Appropriations Committee
of the Senate and of the House, three other
Senators and two other persons appointed by
the President of the Senate, and three other
Representatives and two other persons appointed
by the Speaker of the House. The members of
the Commission shall elect their own Chairman.

0
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The purposes of the Advisory Budget
Commission are: to provide a group of
legislators with whom the Director of the
Budget can discuss matters related to the
preparation and execution of the budget,
to insure that members of the Advisory
Budget Commission are sufficiently inform-
ed on such budget matters to be of assis-
tance to members of the General Assembly
in understanding the budget and related
policy matters during the subsequent
legislative  session , and to observe the
execution of the budget as directed by
the General Assembly. In recognition of
the constitutional requirement for the
separation of legislative and executive
powers, the Advisory Budget Commission
shall not become a party to executive
decisions or to executive recommendations
to the General Assembly and shall not
take positions as a Commission by vote
or otherwise on executive budget,
administrative, or policy matters. Members
of the Commission as individuals may fully
discuss and debate all matters that come
before them.

The Advisory Budget Commission shall be
called to meet in November of each even-
numbered year, upon ten days notice by
the Director of the Budget, and at such
other times as the Director, the President
of the Senate, or the Speaker of the House
may request. Members of the Advisory
Budget Commission shall receive compen-
sation for their services as provided
for in G.S. 138-5. Eight members of the
Commission shall constitute a quorum for
performing the duties of the Commission.
The budget for all activities of the
Advisory Budget Commission shall be includ-
ed in the budget of the General Assembly."



B-3

G.S. 143-4 is further amended by deleting the
fourth paragraph beginning with the words "The
Advisory Budget Commission "  and ending with the
words "Department of Administration."

G.S. 143-4 is further amended by adding the
following new paragraph after the fifth
paragraph:

"The State Auditor and State Treasurer
shall maintain records and submit budget
reports on their respective departments
in the same manner and form as do other
State agencies ,  and such requests and
reports shall be filed in the Office of
State Budget and Management."

•

•

G.S. 143-4 is further amended by deleting the
sixth paragraph beginning with the words "In all
matters" and ending with the words "by the
Commission."

G.S. 143 -10 is amended by deleting the first
paragraph of the section and by deleting from
line 1 of the second paragraph the words
",  together with the Commission,".

G.S. 143-10 is further amended by adding the follow-
ing language at the end of the second paragraph:
"In addition ,  in November of each even -numbered
year and at such other times in odd-numbered years
as he may select ,  the Director of the Budget will
present to the Advisory Budget Commission a full
explanation of the budget recommendations, tax
proposals ,  and revenue estimates he will present to
the next session of the General Assembly, along
with such other information as the General Assembly
may have requested in preceding appropriations bills."

G.S. 143 -11 is amended by substituting for the word
"December" in line 2 the word "November ",  and by
deleting the second and third sentences of the
section ,  beginning with the words  "If the Director"
and ending with the words  "representing their views."

G.S. 143-11.1 is repealed and the following section
is inserted in lieu thereof : "G.S. 143-11.1.
Biennial inspection of State facilities by the
Advisory Budget Commission .  The Advisory Budget
Commission shall make a biennial inspection
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of the facilities of the State in order to obtain
a clear understanding of the needs of the various
institutions requesting permanent improvements and
of the effectiveness of State services."

G.S. 143-12 is amended by deleting from lines 1
and 2 the words  ",  by and with the advice of the
Commission ,";  by deleting from lines 3 and 4 of
subdivision  (2) the words "and the Commission";
by deleting from line 7 of subdivision (3) the
words "the Commission and"; and by deleting the
last paragraph of the section.

G.S. 143 -14 is amended by deleting on lines 1
through 2 the words "The appropriations committees
of the House of Representatives and the Senate and
subcommittees thereof shall sit jointly in open
sessions while considering the budget" and
substituting therefor the following words: "The
appropriations committees which shall consist of
not more than 12 members of the House of Repre-
sentatives and 12 members of the Senate shall
consider the entire budget sitting jointly in open
sessions"

G.S. 143-14 is further amended by deleting from
line 15 the words "or subcommittees"; by deleting
from lines 18 and 19 the words "or subcommittees
thereof." ;  by deleting from line 19 the words
"or any subcommittee thereof"; and by inserting
on line 26 before the sentence beginning with
"In so far as this section" the following
sentences : "Major department or program recommended
budgets and related supplemental requests and
special appropriations bills shall also be considered
with respect to their policy aspects by the
appropriate substantive committees of the House
and of the Senate ,  and the recommendations of these
substantive committees shall be considered by the
joint appropriations committee in preparing their
appropriations recommendations .  In odd -numbered
years the Senate and House Appropriations Committees
will report the two main appropriations bills for
operations and for capital improvements to their
respective houses not less than thirty days prior
to adjournment."

n

E

G.S. 143 -15 is amended by inserting the words "except
in their committees "  between the word "consider" and
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the word "further" in line 3 of the second
paragraph; by deleting in line 5 of the third
paragraph the words "Budget Revenue Bill" and
inserting in lieu thereof the words " the General
Statutes, or by adjustments to the recommended
budget within the total revenues from all
sources projected by the Governor when he sub-
mitted his budget recommendations to the General
Assembly."; by deleting in lines 9 and 10 of the
third paragraph the words "or unless it appears
from the budget report or the Budget Revenue Bill
that there is sufficient revenue therefor" and
substituting in lieu thereof the words "or
unless it appears that there is sufficient revenue
available therefor as a result of amendments to
the General Statutes or from within the total
revenues from all sources projected by the Governor
when he submitted his budget recommendations to the
General Assembly."; and by adding a new paragraph
at the end of the section, as follows:

"The General Assembly may, through
provisions in the appropriations bills
and in other legislation, specify any
matters about which it wishes the
Director of the Budget to keep the
Advisory Budget Commission informed,
whether related to the execution of the
appropriated budget or to.the preparation
of the subsequent budget, as well as
matters about which members of the
General Assembly wish to be kept informed
by the Advisory Budget Commission or by
the Director of the Budget."

G.S. 143-17 is amended by deleting lines 13 through
16 and inserting in lieu thereof the following
language: "Provided, that quarterly allotments
made to the Auditor's office and the Treasurer's
office shall be in such amounts as they may request."

G.S. 143-18.1 is amended by deleting the words "and
the Advisory Budget Commission" from lines 1 through
2 of the first paragraph, and from line 1 of the
second paragraph; and by deleting the word "their"
from line 3 of the first paragraph and.from line 2
of the second paragraph, and by inserting in lieu
thereof in each instance the word "his".

0
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G.S. 143-21 is amended by deleting the words
"or the Commission" from line 4 and from
line 15.

G.S. 143-23 is amended by deleting from lines
5 through 6 the words "and the Advisory Budget
Commission,".

G.S. 143-23.1 is repealed and the following
section is inserted in lieu thereof: "143-23.1.
Operating appropriations for the State Auditor
and State Treasurer. The operating budget
requests of the State Auditor and State Treasurer
will be included without change in the budget
recommended by the Governor to the General
Assembly. If the Director of the Budget believes
changes are needed in the requested and rec-
ommended operating budgets of the State Auditor
and State Treasurer, the Director will bring such
changes to the attention of the Advisory Budget
Commission during his explanation of his budget
recommendations provided for in G.S. 143-10."

G.S. 143-25 is amended by deleting from lines 12
through 13 and from lines 18 through 19 the words
"by and with the consent of a majority of the
Advisory Budget Commission".

G.S. 143-27.1 is amended by deleting from lines 3
through 4 the words "upon approval of the Advisory
Budget Commission."

G.S. 143-28 is amended by deleting at the end of
the section the words ", and shall be subject only
to such control as may be exercised by the Advisory
Budget Commission."

G.S. 143-30 is amended by deleting from line 15 the
words "and Advisory Budget Commission".

G.S. 143-33 is amended by deleting from lines 6
through 7 the words "and the Advisory Budget
Commission".

G.S. 143-34.4 is repealed and the followinq
section is inserted in lieu thereof:

"143-34.4. Legislative staff participation.
Staff support for the Advisory Budget
Commission shall be provided by the legis-
lative fiscal research division and by such
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other legislative agencies as the
Commission may designate. Members of
the legislative fiscal research division
and members of other legislative staff
agencies designated by the Advisory
Budget Commission may attend all meetings
of the Commission called pursuant to
G.S. 143-10, and may accompany the
Commission to inspect the facilities of
the State. The Director of Fiscal
Research shall be notified of all such
meetings, hearings, and visits in the
same manner.and at the same time as
notice is given to members of the
Commission. The Director of Fiscal
Research shall be provided with a copy
of all reports, memoranda, and other
informational material which are
distributed to members of the Commission
by the Director of the Budget or his staff;
and these reports, memoranda and materials
shall be delivered to the Director of
Fiscal Research at the same time that
they are distributed to members of the
Commission. "

G.S. 143-16.1 is amended by deleting from lines
3 through 4 the words "and Advisory Budget Commission".

2. Amendments to the North Carolina Open Meetings Law.

G.S. 143-318.10 is amended in line 1 of subsection
(a) by deleting the letters and figures "G.S.
143-318.15."

G.S. 143-318.15 is amended in subsection (a) by
deleting in lines 1 through 5 the clause beginning
with the words "The provisions of" and ending with
the words "Executive Budget Act (Article 1,
Chapter 143, General Statutes of North Carolina),
but" and by changing the word "nothing" on line 5
to "Nothing".

G.S. 143-318.18 is amended by deleting subsection
"(10) The Board of Awards" and by renumbering
the remaining subsection accordingly.

0
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3e Other  conforming changes.

To accomplish the recommendations of this report
there is also a need to.modify or delete refer-
ences to the Advisory Budget Commission in other
statutes that involve the Commission in adminis-
trative functions of executive agencies, such as
Article 3 of Chapter 143 on state purchasing,
Chapter 115D on the community college system,
Chapter 116 on the University of North Carolina,
Chapter 115 on public schools, Chapter 20 on
motor vehicles, Chapter 136 on roads and highways,
and Chapter 138 on salaries, fees and allowances.

n

0
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APPENDIX C

The text of the current Executive Budget Act modified
to reflect the recommendations in this report. De-
leted portions are struck through; added or revised
portions are underlined.

ARTICLE 1.

Executive Budget Act.

§ 143-1 . Scope  and definitions . - This Article shall be known, and may be
cited, as "The Executive Budget Act." Whenever the word "Director" is used
herein, it shall be construed to mean "Director of the Budget." Whenever the
word "Commission" is used herein, it shall be construed to mean "Advisory
Budget Commission"

"State funds" are hereby de fined to mean
any and all moneys  appropriated by the General Assembly of North Carolina,
or moneys  collected by or for the State, or any agency thereof, pursuant to the
authority  granted in  any of its  laws. (1925, c. 89, s. 1; 1929, c. 100, s. 1; 1957,
c. 269, s. 2.)

143-2. Purposes.-The Governor is res onsible for
the budget recommended to the General Assembly and
for the administration of the budget as enacted b
the General Assembl .

It is the purpose of this Article to vest in the Governor
of the State a direct and effective supervision of all agencies, institutions,
departments,  bureaus, boards,  commissions,  and every State agency by
whatsoever name now or hereafter called,  including the same power and
supervision over such private corporations and persons and organizations of all
kinds that may receive,  pursuant to statute ,  any funds either appropriated b ,
or collected for, the State of North Carolina,  or any of its departments, boards
divisions, agencies, institutions and commissions;  for the efficient and
economical administration of all agencies,  institutions,  depa men  ,  ureaus,
boards,  commissions, persons or corporations that receive or use State funds-
and for the initiation and preparation of a balanced budget of any and all
revenues and expenditures for each session of the General Assembly.

The Governor shall be ex officio Director of the Budget. The purpose of this
Article is to include within the powers of the Department of Administration all
agencies institutions,  departments,  bureaus,  boards,  and commissions of the
State of korth  Carolina under whatever name now or hereafter known, and the
change of the name of such agencies hereafter shall not affect or lessen the
powers and duties of the Department of Administration in respect thereto.

The test as  to whether  an institution, department , agency ,  board, commission,
or corporation or person is included within the purpose and powers and duties
of the Director of the Budget shall be whether such agency or person receives
for use,  or expends any of the funds of the State of North Carolina,  including
funds appropriates by the General Assembly and funds arising from the
collection of fees, taxes ,  donations appropriative,  or otherwise.

0
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Notwithstanding the general language in this Article the expenditure of funds
b or under the supervision and control of the State Auditor and the State
Treasurer for their respective departments shall not, except as provided in G.S.
143-25, be subject to the powers of the Director of the Budget or the Department
of Administration, it being intended that the State Auditor and the State
Treasurer shall be independent of an fiscal control exercised by the Director
of the Budget,

(1925, c. 89, s. 2; 1929, c. 100, s. 2; 1955, c.
578, s. 1; c. 743; 1 57, c. 269, ss. 1, 2.)

Editor's Note. - Pursuant to Session Laws appropriations shall be made by the General
1957,  c. 269, a. 1, "Department of Assembly. The idea that our  governments,
Administration" has been substituted for federal, State and local, should  be run in a
"Budget Bureau "  twice in  the second  businesslike  fashion is gaining prevalence and
paragraph.  See §  143-344(a). the budget system in government is an attempt

As Director of the Budget, the Governor has to carry out the  wishes of  the people that
large powers in  supervising the expenditures of government shall be administered economically
State funds and in determining what and efficiently. 4 N.C.L. Rev. 17.

§ 143-3. Examination  of officers  and agencies ; disbursements. - The
Director shall have power to examine under oath any officer or any head, any
clerk or employee, of any department, institution, bureau, division, board,
commission, corporation, association, or any agency; to cause the attendance of
all such persons, requiring such persons to furnish any and all information
desired relating to the affairs of such agency; to compel the production of books
papers, accounts, or other documents in the possession or under the control of
such person so required to attend. The Director or his authorized representative
shall have the right and the power to examine any State institution or agency,
board, bureau division, commission, corporation, person, and to inspect its
property, and inquire into the method of operation and management.

The Director shall have power to have the books and accounts of any of such
agencies  or persons audited, and supervise generally the budget accounts of
such departments, institutions and agencies within the terms of this Article. The
Director may require that the cost of making all audits shall be paid from the
regular maintenance appropriation made by the General Assembly for such
department, institution or agency which may be thus audited.

E -shall be the duty of the Director to recommend to the General Assembly
at each  session  such changes in the organization, management and general
conduct of the various departments institutions and other agencies of the State,
and included within the terms of tiis Article, as in his judgment will promote
the more efficient and economical operation and management thereof.

The Director of the Budget under the provisions of the Executive Budget Act
shall prescribe the manner in which disbursements of the several institutions
and departments shall be made and may require that all warrants, vouchers or
checks, except those drawn by the State Auditor and the State Treasurer, shall
bear two signatures of such officers as will be designated b;' the Director of
the Budget. (1925, c. 89, s. 3; 1929, c. 100, s. 3; c. 337, s. 4; 1969, c. 458, s. 3.)

§ 143-3.1. Transfer of functions. - Effective July 1, 1955, or as soon
thereafter as practical but not later than July 1, 1956, the functions of preaudit
of State agency expenditures, issuance of warrants on the State Treasurer for
same, and maintenance of records pertaining to these functions shall be
transferred from the Auditor's office to the Director of the Budget. All books
papers, reports, files and other records of the Auditor's office pertaining to and
used in the performance of these functions shall be transferred to the
Department of Administration, and office machinery and equipment used
primarily in the performance of these functions shall be transferred to the
Department of Administration. The Governor, with the advice and consent of
the Advisory Budget Commission, is authorized to determine and declare the
effective date of the transfer of these functions and to do all things necessary

E
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to effect an orderly and efficient.transfer; and the Governor, with the advice
and consent of the Advisory Budget Commission, is further authorized to
transfer to the Department of Administration the unused portion of such funds
as may ha-..a been appropriated to the Auditor's office for the 1955-57 biennium
for the _performance of the functions and duties transferred to the Director of
the Buet under the provisions of this section. (1955, c. 578, s. 2; 1957, c. 269,
s. 2.)

§ 143-3.2. Issuance of warrants  upon State  Treasurer . - Upon the transfer
of functions from the Auditor's office to the Director of the Budget, as provided
in G.S. 143-3.1, the Director of the Budget shall have the exclusive responsibility
for the issuance of all warrants for the payment of money upon the State
Treasurer; and to carry out this responsibility the Director shall designate a
State Disbursing Officer whose duties shall be performed as a function of the
Department of Administration. All warrants upon the State Treasurer shall be
signed by the State Disbursing Officer, who before issuing same shall determine
the legality of payment and the correctness of the accounts; provided that the
State Auditor and the State Treasurer shall have the exclusive authority to issue
all warrants for the operation of their respective department and such warrants
shall be paid by the State Treasurer from the appropriations provided therefor;
and provided further, that when considered expedient, due to its  size  or location,
a State agency may upon approval of the Director of the Budget make
expenditures through a disbursing account with the State Treasurer. All
deposits in such disbursing accounts shall be by the State Disbursing Officer's
warrant, and a copy of each voucher making withdrawals from such disbursing
accounts, together with such supporting data as may be required by the Director
of the Budget, shall be forwarded to the Department of Administration monthly
or otherwise as may be required by the Director of the Budget; provided,
however, that a central payroll unit operating under the Department of
Administration. may make deposits and withdrawals directly to and from a
disbursing account which shall constitute a revolving fund for servicing payrolls
passed through such central payroll unit. The State Disbursing Officer is
authorized to use a facsimile signature machine in affixing his signature to
warrants. The Director of the Budget shall secure insurance and/or a bond in
an amount of not less than twenty-five thousand dollars ($25,000) to protect the
State of North Carolina against any misuse or unauthorized use of the facsimile
signature machine by any person.  It is  further required that the State
Disbursing Officer shall be laced under an official bond in a penal sum to be
fixed by the Governor at not less than fifty
thousand dollars ($50,000). Such official bond shall be a bond with corporate
surety and furnished by a company admitted to do business in the State, and
the premiums will be paid by the State out of the appropriations to the
Department of Administration. Such bond shall be made as part of the blanket
bond of State officers and. employees provided for in G.S. 128-8. (1955, c. 578,
s. 2; 1957, c. 269, s. 2; 1961, c. 1194; 1969, c. 844, s. 12.)

§ 143-4. Advisory  Budget Commission. -
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The Advisor Bud et Commission shall consist
of the Chairman of the A ro riations Committee of
the Senate and of the House, three other Senators
and two other ersons a ointed b the President of
the Senate, and three other Re resentatives and two
other persons a ointed b the S eaker of the House.
The members of the Commission shall elect their own
Chairman.

The purposes of the Advisor Budget Commission
are: to provide a group of legislators with whom
the Director of the Budget can discuss matters related
to the preparation and execution of the budget, to
insure that members of the Advisory Budget Commission
are sufficiently informed on such budget matters to
be of assistance to members of the General Assembly
in understanding the budget and related policy matters
during the subsequent legislative  session , and to observe
the execution of the budget as directed by the General
Assembly. In recognition of the constitutional require-
ment for separation of legislative and executive powers,
'the Advisory Budget Commission shall not become a
part to executive decisions or to executive recommenda-
tions to the General Assembly and shall not take posi-
tlons as a Commission b vote or otherwise on
executive budget, administrative, or policy matters.
Members of the Commission as individuals may fully
discuss and debate all matters that come before them.

The Advisory Budget Commission shall be called
to meet in November of each even-numbered year, upon
ten days notice by the Director of,the Budget, and-at
such other times as the Director, the President of
the Senate, or the Speaker of the House may request.
Members of the Advisory Budget Commission shall receive
compensation for their services as provided for in
G.S. 138-5. Eig thth members of the Commission shall
constitute a uorum for performing the duties of the
Commission. The budget for all activities of the
Advisor Budget Commission shall be included in the
budget of the General Assembly.

A vacancy  in a seat on the Commission  filled by the  chairman of a finance or
an appropriations committee shall be filled by appointment by the  officer who
appointed the chairman causing the vacancy . A vacancy  in one of the other seats
on the Commission shall be filled by appointment by the officer who appointed
the erson causing the vacancy.
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Before the end of each fiscal year or as soon thereafter as practicable, the
Advisory Budget Commission shall contract with a competent certified public
accountant who is in no way otherwise affiliated with the State or with any
agency thereof to conduct a thorough and complete audit of the receipts and
expenditures of the State Auditor's office during the immediate fiscal year just
ended, and to report to the Advisory Budget Commission on-such audit not later
than the following October first. A 'sufficient number of copies of such audit
shall be provided so that at least one copy is filed with the Governor's Office
one copy with the Department of Administration and at least two copies filed
with the Secretary of State.

The State Auditor and State Treasurer shall
maintain records and submit budget reports on
heir respective departments in t e same manner

and form as do other State agencies, an suc
requests and reports shall be i e in t e 0 fice
of State Budget an Managemen .

. (1925,
c. 9, s. 4; 19 9, c. 100, s. 4; 1931, c. 295; 1951, c. 768; 1955, c. 578, s. 3; 1957,
c. 269, s. 2; 1973, c. 820, ss. 1-3.)

§ 143-5.  Appropriation rules . - All moneys heretofore and hereafter
appropriated shall be deemed and held to be within the terms of this Article and
subject to its provisions unless it shall be otherwise provided in the act
appropriating the same- and no money shall be disbursed from the State treasury
except as herein provided. (1925,  c. 89, s. 5; 1929, c. 100, s. 5.)

Cited in O'Neal v. Wake County, 196 N.C.184,
145 S.E. 28 (1928).

§ 143-6.  Information from departments and agencies asking State aid. -
On or before the first day of September biennially, in the even-numbered years,
each of the departments, bureaus, divisions, officers, boards, commissions,
institutions, and other.State agencies and undertakings receiving or asking
financial aid from the State, or receiving or collecting funds under the authority
of any general law of the State, shall furnish the Director all the information
data and estimates which he may request with reference to past, present and
future appropriations and expenditures, receipts, revenue, and income.

Any department, bureau, division, officer, board, commission, institution, or
other State agency or undertaking desiring to request financial aid from the
State for the purpose of constructing or renovating any State building, utility,
or other property development (except a railroad, highway, or bridge structure)
shall, before making any such request for State financial aid, submit to the
Department of Administration a statement of its needs in terms of space and
other physical requirements, and shall furnish the Department with such
additional information as it may request. The Department of Administration
shall then prepare preliminary studies and cost estimates for the use of the
requesting department, bureau, division, officer, board, commission, institution,
or other State agency or undertaking in presenting its request to the Director
of the Budget. (1925, c. 89, s. 6; 1929, c. 100, s. 6; 1957, c. 584, s. 4; 1965, c. 310,
S. 4.)
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§ 143-7.  Itemized statements and forms . - The statements and estimates
required under G.S. 143-6 shall be itemized in accordance with the budget
classification adopted by the Director, and upon forms prescribed by him, and
shall be approved and certified by the respective heads or responsible officer
of each department, bureau, board, commission, institution, or agency
submitting same. Official estimate blanks which shall be used in making these
reports shall be furnished by the Director of the Budget. (1925, c. 89, s. 7; 1929,
c. 100, s. 7; 1957, c. 269, s. 2.)

§ 143-8. Statements  of State Disbursing Officer as  to legislative
expenditures . - On or before the first day of September, biennially, in the
even-numbered years, the State Disbursing Officer shall furnish the Director
a detailed statement of .expenditures of the General Assembly for the current
fiscal biennium,  and an  estimate of its financial needs, itemized in accordance
with the budget classification adopted by the Director and approved and certified
by the President pro tempore of the Senate and the Speaker of the House for
each year of the ensuing biennium, beginning with the first day of July
thereafter; and a detailed statement of expenditures of the judiciary and any
other institution or commission that may be requested by the Director for each
year of the current fiscal biennium, and upon such request by the Director an
estimate  of its financial needs as provided by law, itemized in accordance with
the budget classification adopted by the Director for each year of the  ensuing
biennium, beginning with the first day of July thereafter. The State Disbursing
Officer shall transmit to the Director with these estimates an explanation of all
increases  or decreases. These estimates and accompanying explanations shall
be included in the budget by the Director with such recommendations as the
Director may desire to make in reference thereto. (1925,  c. 89, s. 8; 1929, c. 100,
s. 8; 1961, c. 1181, s. 1; 1971, c. 1200, s. 7.)

§ 143-9. Information to be furnished upon request . - The departments,
bureaus,  divisions, officers,  commissions, institutions, or other State  agencies
or undertakings  of the State, upon request, shall furnish the Director,  in such
form and at such time as he may direct, any information desired by him in
relation to  their respective activities  or fiscal affairs . The State Auditor shall
also furnish  the Director  any special, periodic, or other financial  statements as
the Director may request. (1925,  c. 89, s. 10; 1929, c. 100,  a. 9.)

§ 143-10. Pre aration of budget and public hearin . -

The Director, ,  shall provide for public hearings
on any and all estimates  to be  included in the budget, which  shall be held during
the months of October  and/or  November  and/or such  other  times as the Director
may fix in the even -numbered years, and may require the attendance at these
hearings  of the  heads or responsible representatives of all State departments,
bureaus, divisions,  officers,  boards, commissions,  institutions, or other State
agencies or undertakings, and such other persons,  corporations and associations,
using or receiving or asking for any  State funds.

n addition in Nov-
ember of each even-numbered ear an at suc of er lines
in odd-numbered ears as he ma select, the Director of
the Bud et will resent to the Advisor Bu et Commission
a full ex lanation of the bud et recommendations, tax,
ro osals and revenue estimates he will present to the

next session of the General Assembl , along with such
other information as the General Assembly may have re-
quested in the preceding appro riations bills.
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' § 143-11. Survey  of departments . - On or before the fifteenth day of
November Desem biennially in the even-numbered years the Director shall make a

complete, careful survey of the operation and management of all the
departments, bureaus, divisions, officers, boards,  commissions, institutions, and
agencies  and undertakings of the State and all persons or corporations who use
or expend funds as hereinbefore defined, in the interest of economy and
efficiency, and a working knowledge upon which to base recommendations to
the General Assembly as to appropriations for maintenance and special funds
and capital ex enditures for the succeedin biennium.'

7
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The
budget report shall contain a complete and itemized plan of all proposed
expenditures for each State department, bureau, board, division, institution,
commission, State agency or undertaking, person or corporation who receive or
may receive for use and expenditure any State funds as hereinbefore defined,
in accordance with the classification adopted by the Director, and of the
estimated revenues and borrowings for each year in the ensuing biennial period
beginning with the first day of July thereafter. Opposite each item of the
proposed expenditures, the budget shall show in separate parallel columns the
amount expended for the last preceding appropriation year, for the current
appropriation year, and the increase or decrease. The budget shall clearly
differentiate between general fund expenditures for operating and maintenance,
special fund expenditures for any purpose, and proposed capital outlays.

The Director shall accompany the budget with:
(1) A budget message supporting his recommendations and outlining a

financial policy and program for the ensuing biennium. The message
will include an explanation of increase or decrease over past
expenditures, a discussion of proposed changes in existing revenue
laws and proposed bond issues, their purpose, the amount, rate of
interest, term, the requirements to be attached to their issuance and
the effect such issues will have upon the redemption and annual
interest charges of the State debt.

(2) An itemized and complete financial statement for the State at the close
of the last preceding fiscal year ending June 30.

3 A statement of special funds.
(4) A statement showing the itemized estimates of the condition of the State

treasury as of the beginning and end of each of the next two
appropriation years.

It shall be a compliance with this section by each incoming Governor, at the
first session of the General Assembly in his term, to submit the budget report
with the message of the outgoing Governor, if he shall deem it proper to prepare
such message, together with any comments or recommendations thereon that
he may see fit to make, either at the time of the submission of the said report
to the General Assembly, or at such other time, or times, as he may elect and
fix. (1925, c. 89, s. 12; 1929, c. 100, s. 11.)

41
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ss. 1, 2.)
. (1953, c. 982; 1957, c. 269,

Editor's Note. - Pursuant to Session Laws "Budget Bureau" near the end of the section.
1957, c. 269,  s. 1, ..,"'Department of See § 143-344(a).
Administration "  has been substituted for

143- iennial ins ection of State facilities b
t e A visor Bu et ommission.- e visor u e
Commission shall make a biennial ins ection of the
facilities of the State in order to obtain a clear
understandin of the needs of the various institutions
re uestin ermanent improvements and of the effective-
ness of State services.

§ 143-12. Bills containing proposed a propriations . - The Director
shall cause to be prepared and submitted

to the General Assembly the following bills:
(1) A bill  containing all proposed apppropriations of the budget for each year

in the ensuing biennium ,  which shall be known as the "Budget
Appropriation Bill."

(2) A bill containing the views of the Director of the Budget with respect
to revenue for the ensuing biennium,  which shall be known as the
"Bud et Revenue Bill," which will in the opinion of the Director

provide an amount of revenue for the ensuing
biennium ,  sufficient to meet the appropriations contained in the Budget
Appropriation Bill.

(3) A bill containing proposed methods and machinery for the collection of
taxes and the listing of property for taxation ,  in the several counties
of the State, and municipalities,  which shall be known as the "Budget
Machinery Bill,"  and such bill shall contain the Judgment and the result
of all the latest,  most improved methods of

listing and collection oftaxes,  for counties and municipalities,  according to the best information
obtainable by the Director,  with a view to the ease
and simplification of the methods of the listing of property for such
taxation and for the collection of the same,  having in view the necessity
of counties and municipalities to collect the highest percentage possible
of taxes levied at the minimum cost.

To the end that all expenses of the State ma be brought and kept within the
budget, the Budget Appropriation Bill shall contain a specific sum as a
contingent or emergency appropriation .  The manner of the allocation of such
contingent or emergency appropriation shall be as follows: Any institution,

n

0
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department, commission, or other agency or activity of the State, or other
activity in which the State is interested, desiring an allotment out of such
contingent or emergency appropriation, shall upon forms prescribed and
furnished by the Director of the Budget, present such request in writing to the
Director of the Budget, with such information as he may require, and if the
Director of the Budget shall approve such request, in whole or in part, he shall
forthwith present the  same  to the Governor and Council of State, and upon their
order only shall such allotment be made. If the Director shall disapprove the
request of such an allotment out of the emergency or contingent appropriation,
he shall transmit his refusal and his reason therefor to the Governor and Council
of State for their information.

appropriation bill. -

solmsdthor
the ofr the

1925, c. 89, s. 13; 1929, c. 1 0, ss. 12, 13, 14;
1957, c. 269, s. 2.)

§ 143-13. Printing copies of budget  report  and bills and rules for the
introduction  of the  same. - The Director shall cause to be printed one thousand
copies each of the budget report, the Budget Appropriation Bill, the Budget
Revenue Bill, and the Budget Machinery Bill. The Governor shall present copies
thereof to the General Assembly together with the biennial message, except
incoming  Governors may, at the first session of the General Assembly in their
respective terms, submit the same after the biennial message has been
presented to the General Assembly. The Budget Appropriation Bill shall be
introduced by the chairman of the committee on appropriations in each house
of the General Assembly, and the Budget Revenue Bill and the Budget
Machinery Bill shall be introduced by the chairmen of the finance committees
in each branch of the General Assembly: Provided, that for the years in which
the Governor is elected, the Director shall deliver the budget report and the
Budget Appropriation Bill and the Budget Revenue Bill and the Budget
Machinery Bill to the Governor-elect, on or before the fifteenth day of December
and the  said  budget report Appropriation Revenue and Machinery  Bills, shall
be presented by the dovernor to the General Assembly with such
recommendations in the way of amendments, or other modifications, together
with such criticism as he may determine. The provisions herein contained as to
the introduction of the bills mentioned in this section shall be considered and
treated as  a rule  of procedure in the Senate and House of Representatives until
otherwise expressly provided for by a rule in either, or both, of said branches
of the.General Assembly. (1925, c. 89, s. 14; 1929, c. 100, a. 15.)

§ 143-14. Joint meetin s of committees considering the bud et re ort and

The Appropriations Committee, which shall consist
of not more than 12 members of the House of Re resenta-
tives and 12 members of the Senate, shall consider the
entire budget sitting jointly in open sessions

and such consideration shall embrace
the entire budget plan, including appropriations for all purposes, revenue,
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borrowings and other means of financing expenditures .  Such joint meetings
shall begin within five days after the budget has been presented to the General
Assembly by the Governor. This joint committee shall have power to examine
under oath any officer or head of any department or an clerk or employee
thereof; and to compel the production of papers, books of account, and other
documents in the possession or under the control of such officer or head of
department. This  joint committee may also cause the attendance of heads or
responsible representatives of a department,  institution,  division board,
commission,  and agency of the State, to furnish such information and answer
such questions as the joint committee shall require.  To these sessions of the joint
committee shall be admitted, with the right to be heard, all
taxpayers or other persons interested in the estimates under consideration. The
Director or a designated representative shall have the right to sit at these public
hearings and to be heard on all matters coming before the joint committee, -

The said joint committee
shall have full power and authority to  p unish for diso edience of its writs or ,
orders requiring persons to attend such hearings and to answer under oath such
questions as may be put to them by such committee or anyone acting in its'
behalf; such punishment shall be as is now,  or may hereafter be prescribed for
direct contempt, but with the right of such offender to appeal from the judgment
of such committee to the Superior Court of Wake County, upon the giving of
such bond as may be required by such committee.

Major department or program recommended bud ets
and re`)-elsu ementa re uests an s ecia a ro-
riations bills shall also be considered with res ect

to their policy aspects by the appropriate substantive
committees o t e House an o t e Senate, an t e
recommen ations o these su stantive committees s all
e consi  ere y t e oint appropriations committee

in re arin their a ro riations recommen ations.
In odd-numbered years the Senate and House Appropria-
tions Committees will report t e two main appropria-
tions bills for operations and for capita improve-
ments to their res ective houses not ess t an thirt
da s rior to ad ' ournment . In so far as this section
prescribes the method and manner of hearings before such committees this
section shall be considered and have the force of a rule of each branch of the
General Assembly until and unless a change has been made by an express rule
of such branch thereof. (1925, c. 89, s. 15; 1929, c. 100,  s. 16; 1953, c. 501; 1955,
c. 5.)

9 143-15. Reduction and increase  of items by  General Assembly. - The
provisions of this  Article shall  continue to  be the  legislative  policy with  reference
to the making of appropriations and shall be treated as rules of both branches
of the General Assembly until and unless the same may be changed by the
General Assembly  either by  express enactment or by rules adopted by either
branch  of the  General  Assembly.

The General  Assembly  may reduce or strike out such item in the Budget
Appropriation Bill as it may deem to be the interest of the public service, but
neither House shall consider exce t in their committees

E
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further or s ecial appropriations until the Budget
Appropriation Bill shall have been enacted in whole or in part or rejected, unless
the Governor shall submit and recommend an emergency appropriation bill or
emergency appropriation bills, which may be amended in the manner set out
herein, and such emergency appropriation bill, or bills, when enacted, shall
continue in force only until the Budget Appropriation Bill shall become effective,
unless  otherwise provided by the General Assembly.

The General Assembly may also increase any appropriation set out in the
Budget Appropriation Bill and may provide additional appropriations for other
purposes

it
additional revenue or revenues, equal to the amount of such

additional appropriations and increases, are provided for by corresponding
amen men to the General Statutes
or b ad'ustments to the recommended budget within
the total revenues from all sources ro ecte t e
Governor when he submitted his bud et recommendations
to the General Assembl . No bill carrying  an appropriation shall
thereafter be enacted  by the General Assembly,  unless it be for a single object
therein described  and shall provide an adequate source of revenue for defra ing
such appro  nation, . ' .. _

or
unless it appears that there is sufficient revenue
available therefor as a result of amendments to the
General Statutes or from within the total revenues
from all sources ro'ected b the Governor when he
ubmitt d his bud et recommendations to the General

Assembly.

The
appropriation, or appropriations, in such bills shall be in accordance with the
classification  used in the budget.

The General Assembl ma throu'h rovisions in
the a ro riations bills and in other le islation
s ecify an matters about which it wishes the Director
of the Bud et to kee the Advisor Bud et Commission
informed, whether related to the execution of the
a ro riated bud et or to the re aration of the sub-
sequent bud et, as well as matters about which members
of the General Assembl wish to be ke t informed b
the Advisor Bud et Commission or b the Director of
the Bud et.

§ 143-16.  Article  governs all departmental ,  agency, etc., appropriations.
-Every State department, bureau, division, officer, board, commission,
institution, State agency, or undertaking shall operate under an appropriation
made in accordance with the provisions of this Article; and no State department,
bureau division, officer, board, commission, institution, or other State agency
or undertaking shall , expend any money, except in pursuance of such
appropriation and the rules, requirements and regulations made pursuant to
this Article. (1925, c. 89, s. 17; 1929, c. 100, s. 18.)

• Art Museum  Building Commission . -  There from the requirements of the Executive Budget
is nothing in the Executive Budget Act or § Act. Lewis v. White, 287 N.C. 625,216 S.E.2d 134
143B-58 which indicates a legislative intent to  (1975).
exempt the Art Museum Building Commission
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§ 143-16.1. Federal funds. - All federal funds shall be expended and
reported in accordance with provisions of the Executive Budget Act. Proposed
budgets recommended to the General Assembly by the Governor

shall include all appropriate information concerning the
federal expenditures in State agencies, departments and institutions. (1977, 2nd
Sess., c. 1219, s. 45.)

Editor 's Note. - Session Laws 1977, 2nd Session Laws 1977, 2nd Sess., c. 1219, s. 57,
Sess., c. 1219, s. 59, makes the act effective July contains a severability clause.
1, 1978.

§ 143-17. Requisition for allotment. - Before an appropriation of any
spending agency shall become available, such agency shall submit to the
Director, not less than 20 days before the beginning of each quarter of each
fiscal year a requisition for an allotment of the amount estimated to be required
to carry on the work of the agency during the ensuing quarter and such
requisition shall contain such details of proposed expenditures as may be
required by the Director. The Director shall approve such allotments, or
modifications of them, as he may deem necessary to make, and he shall submit
the same to the State Auditor who in the course of his audits shall check for
compliance with such allotments. No allotment shall be changed nor shall
transfers be made except upon the written request of the responsible head of
the spendin agency and by approval of the Director of the Bud et in writing:

Provided, that uarterl allotments made to the Auditor's
office and the Treasurer's office shall be in such amounts
as the ma re uest.

§ 143-18. Unencumbered  balances  to revert to treasury;  capital
appropriations excepted. - All unencumbered balances of maintenance
appropriations shall revert to the State treasury to the credit of the general fund
or special funds from which the appropriation and/or appropriations, were made
and/or expended, at the end of the biennial fiscal period; except that capital
expenditures for the purchase of land or the erection of buildings or new
construction shall continue in force until the attainment of the object or the
completion of the work for which such appropriations are made. (1925, c. 18, s.
19; 1929, c. 100, s. 20.)

§ 143-18.1.  lincrease or decrease  of projects within capital improvement
appropriations ;  requesting  authorization of capital ro'ects  not specifically
provided ffor. - The Director of the Budget

iai may, upon the request of the administration of a State agency or

his
institution when, in opinion, it is in the best interest of the State to do so,
increase or decrease the costs and scope of a capital improvement project within
the appropriation made to that State agency or institution within the capital
improvement appropriation to that agency or institution for that biennium.

The Director 'f the Budget may when,
his

in heiii opinions it is in the best interest of the State to do so and upon the request
of the administration of any State agency or institution authorize the
construction of a capital improvement project not specifically provided for or
authorized by the General Assembly when funds become available by gifts or

n
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grants .  All expenditures under this authorization shall be handled in full
compliance with the provisions of 'the Executive Budget Act.

The agency shall support its request for such capital improvement project, or
projects ,  with the following information :  the estimated annual operating costs
for (i)  utilities ; (ii) maintenance ; (iii) repairs ; (iv) additional personnel ; (v) any and
all other expenses to the State resulting from the addition of this facility to the
plant of the institution. (1965, c. 841, s. 1.)

§ 143-19. Help for Director . -  The Director is hereby authorized to secure
such special help, expert accountants ,  draftsmen and clerical help as he may
deem necessary to carry out his duties under this Article ;  and shall fix the
compensation of all persons employed under this Article; which shall be paid by
the State Treasurer upon the warrant of the State Disbursing Offiicer. A
statement in detail of all persons employed ,  time employed compensation paid,
and itemized statement of all other expenditures made under the terms of this
Article,  shall be reported to the General Assembly by the Director ,  and all
payments made under this Article shall be charged against and paid out of the
emergency contingent fund and/ or such appropriations as may be made for the
use of the Department of Administration. (1925,  c. 89, s. 20; 1929,  c. 100, s. 21;
1957, c. 269, s. 2; 1961, c. 1181, s. 2.)

§ 143-20.  Accounting records and audits . -  The Director shall be
responsible for keeping a record of-the appropriations, allotments, expenditures,
and revenues of each State department ,  institution, board ,  commission,  officer,
or other agency in any manner handling State funds. These records shall be kept
in summary form ,  or in as much detail as the Director may deem advisable.
Audits of the records of the State Auditor and the State

Treasurer for theperiods preceding the transfer of preaudit and related functions from the
Auditor 's office to the Director of the Budget may be accomplished by the
Department of Administration at the direction of the Director of the Budget.
(1925, c. 89, s. 22; 1929, c. 100, s. 22; 1955, c. 578, s. 5; 1957, c. 269, s. 2.)

§ 143-21.  Issuance of subpoenas . -  The Director shall have and is hereby
given full power and authority to issue the writ of subpoena for any and all
persons who may be desired as witnesses concerning any matters being inquired
into by the Director  ,  and such writs when signed by the
Director shall run anywhere in this State and be served by any civil process
officer without fees or compensation .  Any failure to serve writs promptly and
with due diligence,  shall subject such officer to the usual penalties and liabilities
and punishment as are now provided in the cases of like kind applying to sheriffs,
and any persons who shall fail to obey said writ shall be subject to punishment
for contempt in the discretion of the court and to be fined as witnesses
summoned to attend the superior court ,  and such remedies shall be enforced
against such offending witnesses upon motion and notice filed in the Superior
Court of Wake County by the Attorney General under the direction of the
Director .  Any and all persons who shall be subpoenaed and required to appear
before the Director as witnesses concerning any matters
being inquired into shall be compellable and required to testify, but such persons
shall be immune from prosecution and shall be forever pardoned for violation
of law about which such person is so required to testify. (1925, c. 89, s. 25;. 1929,
c. 100, s. 23; 1953, c. 675, s. 18.)

§ 143-22. Surveys , studies and examinations of departments and
institutions . -  The Director is hereby given full power and authority to make
such surveys, studies, examinations of departments ,  institutions and agencies
of this State ,  as well as its problems so as to determine whether there may be
an overlapping in the performance of the duties of the several departments and
institutions and agencies of the State ,  and to make surveys, examinations and
inquiries into the matter of the various activities of the State ,  and to survey,
appraise ,  examine and inspect and determine the true condition of all property
of the State, and what may be necessary to protect it against fire hazard,
deterioration ,  and to conserve its use for State purposes ,  and to make and issue
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and to enforce all necessary, needful or convenient rules and regulations for the
enforcement of this Article. (1925, c. 89, s. 26; 1929, c. 100, s. 23; 1969, c. 458,
s. 2.)

§ 143-23. All maintenance funds for itemized pur oses; transfers between
objects and items. - All appropriations now or hereafter made for the
maintenance of the various departments, institutions and other spending
agencies of the State, are for the purposes and/or objects enumerated in the
itemized requirements of such departments institutions and other spending
agencies submitted to the General Assembly by the Director of the Budget

and/or as amended by the General Assembly.
Transfers or changes as between objects and items in the budget of any
department, institution or other spending agency, may be made at the request
in writing of the head of such department, institution or other spending agency
by the Director of the Budget. (11929, c. 100, s. 24.)

Transfer  of Funds within School  Commission, 40 N.C.A.G. 286 (1970).
Appropriations for Transportation  Lawful. Cited in Styers v. Phillips, 277 N.C. 460, 178
-See opinion of Attorney General to Mr. S.E.2d 583 (1971).
Thomas J. White, Chairman, Advisory Budget

§ 143-23.1.

. (1955, c. 578, s. 6.)

0 eratin a ro riations for the State Auditor
and the State Treasurer.- The operating bud et re uests
of the State Auditor and the State Treasurer will be
included without chan e in the bud et recommended b
the Governor to the General Assembl . If the Director
of the Bud et believes chan es are needed in the re uested
and recommended o eratin bud ets of the State Auditor
and the State Treasurer, the Director will brin such
chan es to the attention of the Advisor Bud et Commis-
sion durin his ex lanation of his bud et recommendations
rovided for in G.S. 143-10.

§ 143-24. Borrowing of money by State Treasurer. - The Director of the
Budget, by and with the consent of the Governor and Council of State, shall have
authority to authorize and direct the State Treasurer to borrow in the name of
the State, in anticipation of the collection of taxes, such sum or sums as may
be necessary to make the payments on the appropriations as even as possible
and to preserve the best interest of the State in the conduct of the various State
institutions, departments, bureaus, and agencies during each fiscal year. (1929,
c. 100, s. 25.)

0

E

0
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§ 143-25. Maintenance appropriations dependent upon adequacy of
revenues  to support  them. -  All maintenance appropriations now or hereafter
made are hereby declared to be maximum, conditional and proportionate
appropriations ,  the purpose being to make the appropriations payable in full in
the amounts named herein if necessary and then only in the event the aggregate
revenues collected and available during each fiscal year of the biennium for
which such appropriations are made,  are sufficient to pay all of the
appropriations in full ;  otherwise ,  the said appropriations shall be deemed to be
payable in such proportion as the total sum of all appropriations bears to the
total amount of revenue available in each of said fiscal years. The Director of
the Budget is hereby given full power and authority to examine and survey the
progress of the collection of the revenue out of which such appropriations are
to be made, and

to declare and determine the amounts that can be, during
each quarter of each of the fiscal years of the biennium properly allocated to
each respective appropriation .  In making such examination and survey ,  he shall
receive estimates of the prospective collection of revenues from the Secretary
of Revenue and every other revenue collecting agent of the State .  The Director
of the Budget,.

may reduce all of said appropriations pro rata ,  including
appropriations for the State Auditor and the State Treasurer ,  when necessary
to prevent an overdraft or deficit for the fiscal period for which such
appropriations are made .  The purpose and policy of this Article are to provide
and insure that there shall be no overdraft or deficit in the general fund of the
State at the end of the fiscal period ,  growing out of appropriations for
maintenance and' the Director of the Budget is directed and required to so
administer this Article as to prevent any such overdraft or deficit .  (1929,  c. 100,
a. 26; 1955, c. 578, s. 7; 1973, c. 476, s. 193.)

§ 143-26. Director to have  discretion as to manner of paying annual
appropriations. -  Unless otherwise provided ,  it shall be discretionary with the
Director of the Budget whether any annual appropriation shall be paid in
monthly ,  quarterly or semiannual installments or in a single payment . (1897, c.
368; Rev., a. 5372; C. S., s. 7683; 1925, c. 275, s. 9; 1929, c. 100, s. 27.)

§ 143-27.  Appropriations to educational ,  charitable and correctional
institutions are in addition to receipts  by them. - All appropriations now or
hereafter made to the educational institutions ,  and to the charitable and
correctional institutions ,  and to such other departments and a encies of the
State as receive moneys available for expenditure by them ,  are

declared to bein addition to such receipts of said institutions, departments or agencies, and
are to be available as and to the extent that such receipts are insufficient to meet
the coats of maintenance of such institutions ,  departments ,  and agencies . (1929,
c. 100, s. 28.)

143-27.1. Allocation of funds appropriated for area vocational training
schools . -  Funds appropriated to the Budget Bureau for area vocational
training schools shall be allocated and disbursed for training pro rams under
terms and conditions as may be rescribed by the Director of the Budget.ugea

(1957, c. 1885.)

Cross Reference . -  For provision that a shall be deemed to refer to the Department of
statutory reference to the  "Budget Bureau" Administration,  see 1 143-844.

0
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§ 143-27.2. Severance wages for certain State employees .-  The Director of
the Budget,  upon written request of a State department and recommendations
of the State Personnel Officer,  is authorized to pay severance wages to a State
employee when employment is terminated as the result of the closing of a State
institution. (1979,  c. 838, s. 22.)

Editor 's  Note . -  Session Laws 1979,  c. 838 , s. Session  Laws 1979 ,  c. 838 ,  s. 122,  contains a
123, makes  this section effective July 1,  1979.  severability  clause.

O 143.28. All State agencies under provisions Of this Article. -  It is the
intent and purpose of this Article that every department,  institution,  bureau,
division,  board,  commission,  State agency  person,  corporation,  or undertaking
by whatsoever name now or hereafter called,  that expends money appropriated
by the General Assembly or money collected by or for such departments,
institutions,  bureaus,  boards1 commissions,  persons, corporations,  or agencies
under any general law of this State,  shall be subject to and under the control
of every provision of this Article. Any power expressed in this Article or
necessarily implied from the language hereof or from the nature and'character
of the duties imposed in addition to the powers and duties heretofore expressly
conferred herein,  shall be held and construed to be given hereby to the end that
any and all duties herein imposed and made and all purposes herein expressed
may be fully performed and completely accomplished,  and to that end this Article
shall be liberally construed.  Provided,  that notwithstanding the general
language in this Article the expenditure of funds by or under the supervision
and control of the State Auditor and the State Treasurer for their respective
departments shall not, except as provided in G.S. 143-25, be subject to the powers
of the Director of the Budget or the Department of Administration it being
intended that the .State Auditor and the

State Treasurer shall be inc(ependentof any fiscal control exercised by the Director of the Budget,

(19 5, c.  89, s. 28; 1929,  c. 100, s. 29; 1955,  c. 578,  a. 8; 957,  c. 269, s. 2.)

Quoted in  Lewis v. White,  287 N.C. 625, 216
S.E.2d 134 (1975).

9 143-29.  Delegation of power by Director . -  Any power or duty. herein
conferred on the Governor as Director may be exercised and performed y such
person or persons as may be designated or appointed by him from time to time
in writing. (1925,  c. 89, s.  29; 1929,  c. 100,  s. 30.)

9 143-30. Budget of State institutions . -  The several institutions of the
State boards, departments,  commissions, agencies, persons or corporations,
incluAed with the terms hereof to which appropriations are made now or
hereafter for permanent improvements or for maintenance,  shall, before any of
such appropr iations whether for permanent improvements or for maintenance
are available or paid to them or any one of them ,  budget their requirements and
present the same to the Director of the Budget on or before the first day of June
of each odd-numbered year hereafter. There shall be a separate budget
presented for permanent improvements and for maintenance.  Each of said
budgets shall contain the requirements of said institutions,  boards, commissions,
and agencies ,  persons and corporations, and undertakings,  as hereinbefore
defined,  for the succeeding two years.  Each institution,  board,  department,
commission ,  agency person or corporation ,  in the preparation of such budget,
shall follow as nearly as may be the itemized recommendations of the Director
of the Budget and/or as amended by the
General Assembly .  The forms ,  except when modified and changed by authority
of the Director of the Budget ,  shall be the forms used in presenting the requests.
(1925,  c. 230,  s. 2; 1929,  c. 100, s. 32.)

0

E

Purpose of these  statutory  provisions  is to construction of a building by any commission or
guard against improvident ,  extravagant or agency of the State .  Lewis v. White ,  287 N.C.
unauthorized expenditure of State funds in the 625 ,  216 S.E.2d 134 (1975).
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§ 143-31. Building and permanent improvement funds spent in accordance
with budget . - All buildings and other permanent improvements, which shall
be erected and/or constructed, and carried on and the money spent
therefor in strict accordance with the budget requests of such institution,
board, commission, agency, person, or corporation filed with the Director of
the Budget. The expenditure of appropriations for maintenance shall be in
strict accordance with the budget recommendations for such institu-
tion, board, commission, agency, person or corporation and/or as amended or
changed by the General Assembly. It shall be the duty of the Director of the
Budget to see that all money appropriated for either permanent improvements
or maintenance shall be expended in strict accordance with the budget
recommendations and/or as amended by the General Assembly, for each
department, institution, board, commission, agency, person or corporation. If the
Director of the Budget shall ascertain that any department, institution, board,
commission, agency, person or corporation has used any of the moneys
appropriated to it for any purpose other than that for which it was appropriated
and budgeted, as herein required, and not in strict accordance with the terms
of this Article, the Director of the Budget shall have the power and he is hereby
authorized to notify such institution, board, commission, agency, person or
corporation that no further sums from any appropriation made to it will be
available to such department, institution, board, commission, agency, person or
corporation until and after the persons responsible for the diversion of the said
funds shall have replaced the same, and the Director of the Budget shall have
the power and he is hereby authorized to notify the State Disbursing Officer
not to approve or issue any further warrants for such de artment, institution
board ,  commission, agency ,  person or corporation for any unexpended
appropriation and the State Disbursing Officer is hereby prohibited from
approving  or issuing  any further warrants for such department ,  institution,
board ,  commission agency ,  person or corporation until he shall have been
otherwise directed fiy the Director of the Budget. (1925, c. 230, s. 3; 1929, c. 100,
s. 33; 1961, c. 1181, s. 3.)

Purpose of these statutory provisions  is to construction of a building by any commission or
guard against  improvident,  extravagant or agency of the State. Lewis v.  White, 287 N.C.
unauthorized expenditure of State funds in the 625, 216 S.E.2d 134  (1975).

§ 143-31.1. Study  and review of plans and specifications for building,
improvement,  etc., projects . - It shall be the duty and responsibility of the
Director of the Budget to determine whether buildings, repairs, alterations,
additions or improvements to physical properties for which appropriations of
State funds are made have been designed for the specific purpose for which such
appropriations are made, that such projects have been designed giving proper
consideration to economy in first cost ,  in maintenance cost, in materials and type
of construction. Architectural features shall be selected which give proper
consideration to economy in design. The Director of the Budget shall have
prepared a complete study and review of all plans and specifications for such
projects and bids on same will not be received until the results of such study
anreview have been incorporated in such plans and specifications, and until
economic conditions of the construction industry are' considered by the
Department of Administration to be favorable to the letting of construction
contracts. (1953, c. 1090; 1963, c. 423; 1975, c. 879, s. 46.)

Editor 's Note . - The 1975 amendment Cited in Lewis v. White, 287 N.C. 625, 216
deleted "the Division of Property Control of" S.E.2d 134 (1975).
preceding  " the Department of Administration"
in the last sentence.

is
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§ 143-31.2. Appropriation,  allotment, and expenditure  of funds for historic
and archeological  property. - No funds of the State of North Carolina shall
be appropriated, allotted or expended for the acquisition, preservation,
restoration, or operation of historic or archeological real and personal property,
and the Director of the Budget shall not allot any appropriations for a particular
historic site until (i) the property or properties shallphave been approved for such
purpose by the Department of Cultural Resources according to criteria adopted
b the North Carolina Historical Commission, (ii) the report and recommendation
o the North Carolina Historical Commission has been received and considered
by the Department of Cultural Resources, and (iii) the Department of Cultural
Resources has found that there is a feasible and practical method of providing
funds for the acquisition, restoration and/or operation of such property. (1963,
c. 210, s. 3; 1973, c. 476, s. 48.)

Cited in Lewis v. White, 287 N.C. 625, 216
S.E.2d  134 (1975).

9 143-31.3. Grants to nonstate health and welfare agencies. - Nonstate
health and welfare agencies shall submit their appropriation requests for
grants-in-aid through the Secretary of the Department of Human Resources for
recommendations to the Director of the Budget and the Advisory Budget
Commission and the General Assembly, and agencies receiving these grants, at
the request of the Secretary of the Department of Human Resources, shall
provide a postaudit of their operations that has been done by a certified public
accountant. (1979, c. 838, s. 35.)

9 143-32.  Person expending an appropriation  wrongfully. - (a) Any
trustee, director,  manager, building committee or other officer  or person
connected  with any institution, or other State agency  as herein  defined, to which
an appropriation  is made,  who shall expend any appropriation for any  purpose
other than that for which the money was appro riated and budgeted or who shall
consent thereto, shall be liable to the State ofNorth Carolina  for such sum so
spent and the sum so spent, together with interest  and costs , shall be recoverable
in an action  to be instituted by the Attorney General for the use the of State
of North Carolina, which action may be instituted in the Superior Court of Wake
County or any other county, subject to the power of the court to remove such
action for trial to any other county, as provided in G.S. 1-83, subdivision (2).

(b) Any member or members of any board of trustees, board of directors, or
other controlling body governing any of the institutions of the State, or any
officer employee of, or person holding any position with any of the institutions
of the State, or other State agency as herein defined, who willfully acts to divert,
use, or  expend any funds appropriated for the use of said institution or agency,
in a manner  designed to circumvent the provisions of this section, including
normal reversions  of State funds, by failing to properly receive or deposit funds,
or by the improper expenditure or transfer of funds for any purpose other than
that for which the funds were appropriated and budgeted, shall be guilty of a
misdemeanor, punishable by fine or imprisonment, or both, in the discretion of
the court. All offenses against this  section  shall be held to have been committed
in the County of Wake and shall be tried and disposed of in the General Court
of Justice for Wake County. If such offender be not an officer elected by vote
of the  eople, conviction of such offense shall be sufficient  cause  for removal
from office or dismissal  from employment by the Governor upon 30 days' notice
in writing to such offender. (1925,  c. 230,  s. 4; 1929, c. 100, s. 34; 1977, c. 930.)

Editor'o Note. - The 1977  amendment  editors have substituted "this section" for "thin
designated  the former  provisions of this  section act"  in the first  sentence of subsection  (b) of the
as subsection (a) and added subsection  (b). The section  as set out above.
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§ 143-33.  Intent. - It is an intent and purpose of this Article that all
departments,  institutions,  boards, commissions,  agencies,  persons or
corporations to which appropriations for permanent improvements and/or
maintenance are made, shall submit to the Director of the Budget their requests
for the payment of such appropriations in the form of a budget following the
recommendations made by the Director of the Budget
,Co issue and/ or as amended by the General Assembly. (1925,  c. 280, s. 5;
1929,  c. 100,  s. 85.)

§ 143-34.  Penalties and punishment for violations . -  A refusal to perform
any of the requirements of this Article,  and the refusal to perform any rule or
requirement or request of the Director of the Budget made pursuant to, or under
authority of, the Executive Budget Act shall subject the offender to penalty
of two hundred and fifty dollars  ($250.00j,  to be recovered in an action instituted
either in Wake County Superior Court,  or any other county by the Attorney
General for the use of the State of North Carolina,  and shall also constitute a
misdemeanor,  punishable by fine or imprisonment, or both,  in the discretion of
the court.  If such offender be not an officer elected by vote of the people, such
offense shall be sufficient cause for removal from office or dismissal from
employment by the Governor upon 30 days'  notice in writing to such offender.
(1929, c. 100,  s. 36.)

§ 143-34 .1. Payrolls submitted to the Director of the Budget ;  approval of
payment of vouchers . -  All payrolls of all departments, institutions, and
agencies of the State government shall, prior to the issuance of vouchers in
payment therefor ,  be submitted to the Director of the Budget, who shall check
the same against the appropriations to such departments ,  institutions and
agencies for such purposes,  and if found to be within said appropriations, he
shall approve the same and return one to the department, institution or agency
submitting same and transmit one copy to the State Disbursing Officer and no
voucher in payment of said payroll or any item thereon shall be honoref or paid
except and to the extent that the same has been approved by the Director of
the Budget . (1949,  c. 718 ,  s. 5; 1957 ,  c. 269 ,  s. 2; 1961 ,  c. 1181, s. 4.)

§ 143-34 .2. Information as to requests for nonstate funds for projects
imposing obligation on State ;  statement of participation in contracts ,  etc., for
nonstate funds. -  All State agencies ,  funds, or state -supported institutions
shall submit to the Department of Administration,  as of the original date
thereof,  copies of all applications and requests for nonstate funds,  (including
federal funds),  to be used for any purpose to which this section is applicable.
This section shall be applicable to all projects and programs which do or may
impose upon the State of North Carolina any substantial financial obligation at
the time of or subsequent to the acceptance of any funds received upon any such
application or request .  Every State agency, fund or state-supported institution
seeking nonstate funds for any such project or program shall furnish to the
Department of Administration and the Advisory Budget Commission with each
such copy of application or request ,  a statement of the purposes for which any
such project or program is desired or advocated,  the source and amount of funds
to be granted or provided therefor,  and a statement of the conditions,  if any,
upon which such funds are to be provided.

It shall be required of all State agencies ,  funds, or state-supported institutions,
commissions or regional planning and development bodies to submit to the
Department of Administration a statement of participation in any contract,
agreement,  plan or request for nonstate funds  (including federal funds).

An contract entered into by a State agency ,  department, or institution for
a federal grant shall include a limiting clause which specifically states that
continuation of the grant program by the State of North Carolina is subject to
State funds being appropriated by the General Assembly for that program.
(1965, c. 1181;  1969,  c. 1210;  1977, c. 802, s. 15.25.)

Editor 's Note . - The 1977 amendment added Session Laws 1977, c. 802 ,  s. 53, contains a
the third paragraph .  severability clause.



C-20

9 143-34.3: Repealed by Session  Laws 1977,  c. 802 ,  s. 15.20.

9 143 -34.4. - ti

(1971, c. 659, s. 2.)

Le islative staff artici ation. - Staff su ort
for the Advisor Bud et Commission shall be provided b
the legislative fiscal research division and by such other
le islative a encies as the Commission may esignate.

f th le islative fiscal researc ivision and
members of other legislative staff agencies designated
by the Advisory Budget Commission may atten a mee ings
of the Commission called pursuant to G.S. - , an
ma accom an the Commission to inspect the facilities
of the State. The Director o Fisca Researc s a
be notified of all such meetings, hearings, and visits
in the same manner and at the same time as notice is
iven to members of the Commission. The Director o

Fiscal Research shall be rovided with a co of al re orts,
memoranda and other informational material which are
distributed to members of the Commission b the Director
of the Bud et or his staff; and these reports, memoranda,
and materials shall be delivered to the Director o Fiscal
Research at the same time that the are distributed to
embers of the Commission.

9 143-34.5. Budget transfers . -  Every State department ,  institution, and
agency shall provide to the chairman of the legislative commission on
governmental operations a co y of every approved budget transfer which
permits the expenditure of funds for a purpose  For which  the General Assembly
made no appropriation . (1975,  2nd Sess .,  c. 983, s. 124.)

§9 1143-34.6 to 143-34.9: Reserved for future codification purposes.
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APPENDIX D

Related Areas  for Study  by the Research  Community

1. What were the parallels and differences in the
careers and especially the ABC tenures.of former
Senator Tom White, who served on the Commission
from 1961 to 1971, and Mr. J. H. Clark, who
served on the Commission from 1933 to 1945?

2. Was the North Carolina Executive Budget Act based
on similar legislation in another state? Has any
other state used the North Carolina Executive
Budget Act as a model for its own legislation?
If either of these circumstances apply, to what
extent has subsequent experience in these other
states been similar to or different from the
North Carolina experience with the Executive
Budget Act?

•

3. What events influenced the personalities who were
involved in the development and enactment of the
Executive Budget Act, such as Senators L. R. Varser
of Lumberton, R. S. McCoin of Henderson, and W. L.
Long of Roanoke Rapids?

4. To what extent has the General Assembly relied on
the Council of State to monitor and control state
fiscal activities, what changes have occurred in
this respect over the years, and what were the
reasons for the changes?

5. How has the role of the state auditor developed in
North Carolina?

6. How has the role of the state treasurer developed
in North Carolina?

7. What were the activities, findings, and recommen-
dations of the joint legislative committee created
in response to Resolution 12 of the 1923 Session
"to investigate, and ascertain the true and correct
fiscal and financial condition of the State?"

0

8. What evidence can be assembled concerning the
activities of the ABC during the period 1925 to
1939, to compensate for the lost minutes of the
Commission for the same period?
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9. What was the relationship between the 1915
report of the Board of Internal Improvements,
composed of Alexander Webb of Raleigh and George
W. Montcastle of Lexington, and the executive
budget movement in North Carolina? (See editorial
in the Raleigh News and observer, p4, March 2,
1925.)

10. What were the circumstances that caused the 1925
joint appropriations committee to hold no meetings
until the last week of the session? (The Executive
Budget Act was passed on February 28, 1925. The
joint appropriations committee held its first
meeting the following week, after the General
Assembly had been in session more than'50 days.)

11. What kinds of powers and duties have governors
as Director(s) of the Budget delegated to others
as provided for in G.S. 143-29?

12. When and under what circumstances have governors
and the ABC disagreed on items in the recommended
budget and expressed those differences as provided
for in G.S. 143-11?

0

0
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APPENDIX E

Footnotes

1. Complaint filed by I. Beverly Lake, Jr., against
the State of North Carolina, et al, August 8, 1979,
Wake County Superior Court.

2. Senate Bill 944 prefiled with the Senate Principal
Clerk June 8, 1979.

3. John M. Pfiffner and Robert V. Presthus, Public
Administration, The Ronald Press, 1960, p377.

4. James Willard Hurst, The Growth of American Law:
The Law Makers, Little, Brown & Company, 1950, p24.

5. Max Cogburn, Origins of the North Carolina Executive
Budget Act, preliminary draft, The Institute of
Government, The University of North Carolina at
Chapel Hill, 1951, p5.

6. State of North Carolina, Reports of the State
Auditor, 1883 and 1901.

7. N. C. Public Laws and Resolutions of 1869-70,
Chapter 13.
Public Laws of North Carolina of 1885, Chapters
143 and 247.
Public Laws of North Carolina.of 1891, Chapter 590.
Public Laws of North Carolina of 1895, Chapter 408.
Public Laws of North Carolina of 1901, Chapters
543 and 737.
Public Laws of North Carolina of 1903, Chapter 402.
Public Laws of North Carolina of 1907, Chapter 871.

8. Public Laws of North Carolina of 1887, Chapter 186.
Public Laws of North Carolina of 1895, Chapter 146.
Public Laws of North. Carolina of 1897, Chapter 207.
Public, Laws of North Carolina of 1907, Chapter 1001.
Resolutions of North Carolina of 1895.

9. Public Laws of North Carolina of 1897, Chapter 368.

10. Section 5373 of the Revisal of 1905.

11. Public Laws of North Carolina of 1917, Chapter 180.

12. Public Laws of North Carolina of 1917, Chapter 58.
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13. North Carolina Historical Commission ,  Letters and

Papers of Governor Thomas Walter Bickett, 1923
p38.

14. Public Laws of North Carolina of 1919 ,  Chapter 38.

15. Austin F. McDonald ,  American State Government and
Administration, Thomas Y. Crowell Company, 1946,
p. 350.

16. Public Laws of North Carolina of 1919 ,  Chapter 38.

17. Public Laws of North Carolina ,  Extra Session of 1920,
Chapter 2.

18. Ibid.

19. Claudius 0. Johnson ,  Government in the United States,
Thomas Y. Crowell Company ,  1947, p652.

20. Public Laws of North Carolina of 1921 ,  Chapter 232.
Public Laws of North Carolina of 1923, Chapters
174 and 197.

21. The State Auditor ,  Plan of Reorganization of State
Departments ,  Boards and Commissions ,  1923, p13.

Many of the Auditor 's recommendations apparently
resulted from the inadequacies of the existing
fiscal system as documented in the reports of
two outside consultants .  See also "Report on
the Condition at December 31, 1922 ,  and on the
Transactions for the 25 months to December 31,
1922 of the Current General Fund and on the
Bonded Indebtedness at December 31, 1922,"
submitted by Price ,  Waterhouse and Company on
July 7,  1923 ,  to W. L. Long ,  Chairman, Joint
Committee of the Senate and House of Repre-
sentatives of the State of North Carolina,
appointed to investigate the financial conditions
of the State; and "State of North Carolina
Accounting Methods" submitted by W. B. Richards
and Company on July 31 ,  1922, to Baxter Durham,
the State Auditor.

22. Hugh Talmage Leffler and Albert Ray Newsome, The
History of a Southern State: North Carolina, The
University of North Carolina Press ,  1963, p569.

23. North Carolina Historical Commission ,  Papers and
Letters of Governor Angus Wilton McLean, 1931,
pp20-21.
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24. North Carolina Historical Commission, Pa ers and

Letters of Governor An us Wilson McLean, 1931,
PP39-4I.

25. Public Laws of North Carolina of 1925, Chapter 89.

26. Public Laws of North Carolina of 1925, Chapter 230.

27. Public Laws of North Carolina of 1925, Chapter 89.

28. North Carolina Historical Commission, Papers and
Letters of Governor Angus Wilton McLean,"r53,
pp84 b:

•

29. Public Laws of North Carolina of 1927, Chapter 79,
Section 20.

30. Public Laws of North Carolina of 1929, Chapter 100.

31. Office of State Budget and Management, Department
of Administration, tabulation of data from State
Disbursing Office "Statement of Condition of the
General Fund" 1929-1975.

32. Public Laws of North Carolina of 1931, Chapter 261.

33. State of North Carolina, Purchasing manual, 1972
revision, p35-

34. 1963 Session Laws of North Carolina, Chapter 448,
Article 5.

35. 1963 Session Laws of North Carolina, Chapter 847,
and Chapters 20, 115, 136, and 138 of the General
Statutes.

36. 1969 Session Laws of North Carolina, Chapter 546,
Article 1.

37. Public Laws of North Carolina of 1929, Chapters
280 and 332.
Public Laws of North Carolina of 1939, Chapters
1, 185, 340, and 403.
1949 Session Laws of North Carolina, Chapters
1248, 1249, 1291, and 1295.
1959 Session Laws of North Carolina, Chapters
1038, 1039, and 1053.

0
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38. 1969 Session Laws of North Carolina, Chapters
755 and 807.
1973 Session Laws of North Carolina, Chapters
523 and 533.
1975 Session Laws of North Carolina, Chapters
874 and 875.
1979 Session Laws of North Carolina, Chapters
731 and 838.
The expanding role of the Advisory Budget
Commission is also reflected in the minutes of
the Commission. In 1940 the Commission met
seven times in November to work on the 1941-43
budget. There were no other meetings. In
1956 the Commission met seven times in addition
to its meetings to prepare the budget recommenda-
tions, primarily to consider such diverse matters
as capital improvements, salaries, the use.
of consultants, and allocations from the con-
tingency and emergency fund. (Source: Minutes
of the Advisory Budget Commission, 1940-1956.)

39. The Brookings Institution, Institute for Govern-
ment Research, Report on a Survey of the
Or anization an A ministration of the State
Government of North Carolina, 1930, p31.

40. G.S. 143-18.1

41. Office of the Secretary of State, The North
Carolina Manual, 1905, 1909, 1911, 1915, 1919,
1921, 1925, 1929, 1935, 1939, 1943, 1945, 1947,
1949, 1959, and 1969. North Carolina General
Assembly, House of Re resentatives Rules-Directory
and Senate Rules-Director , 1979. In.the years
cited above through 1939 the size of the House
and Senate appropriations committees varied
rather widely but remained at less than 50 per cent
of the membership of each house. The Senate
appropriations committee reached 50 per cent
of the membership of that body in 1943. Be-
ginning in 1945 both the House and the Senate
appropriations committees exceeded 50 per cent
of their respective membership.

42. North Carolina Center for Public Policy  Research,
Article II: A Guide to the N.C. Legislature, 1978.

43. 1979 Session Laws of North Carolina, Chapters
731 and 838.

44. The Institute of Government, The University of
North Carolina at Chapel Hill, Stephen N. Dennis,
Editor, The North Carolina Executive Budget Act
To icall Arranged, Sixth Edition, 1975, p iii.

0

0
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45. Senate Bill 944, prefiled with the Senate Principal
Clerk, June 8, 1979.

46. Complaint filed by I. Beverly Lake, Jr., against
the State of North Carolina, et al, August 8,
1979, Wake County Superior Court .

47. The Institute of Government, The University of
North Carolina at Chapel Hiill,'Joan G. Brannon and
Ann L. Sawyer, Editors, North Carolina Le islation
1979.: A summary of legislation in the 1979 General
Assembly of interest to North Carolina public offi-
cials, 1979, pp275-281.

48. Public Laws of North Carolina of 19.29-,.Chapter 337.

49. Public Laws of North Carolina of 1931, Chapter 295.

50. 1949 Session  Laws of North Carolina, Chapter 718,
Section 5.

51. 1955 Session Laws of North Carolina, Chapter 578.

52. 1957 Session Laws of North Carolina, Chapter 269.

53. Minutes of the Advisory Budget Commission, 1940-49.
1951 Session Laws of North Carolina, Chapter 768.

54. 1953 Session Laws of North Carolina, Chapters 982
and 1090.
1957 Session Laws of North Carolina,, Chapter 584.

55. Minutes of the Advisory Budget Commission, 1940-1960.

56. 1953 Session Laws of North Carolina, Chapter 501.

57. 1955 Session Laws of North Carolina,_Chapter 5.

58. 1957 Session Laws of North Carolina, Chapter 1385.

59. 1961  Session Laws  of North Carolina, Chapter 1181.
1969 Session  Laws of North Carolina, Chapter 458

60. 1963 Session  Laws of North Carolina, Chapter 210.

61. 1965 Session Laws of North Carolina, Chapter 310.

62. 1965 Session  Laws of North Carolina, Chapter 841.

63. 1965 Session  Laws of North Carolina, Chapter 1181.
1969 Session  Laws of North Carolina, Chapter 1210.
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64. 1971 Session Laws of North Carolina, Chapter 659,
Section 2.

65. 1973 Session Laws of North Carolina, Chapter 820.

66. 1971 Session Laws of North Carolina ,  Chapter 728.

67. 1975 Session Laws of North Carolina, Chapter 983
(Second Session ,  1976)

68. 1977 Session Laws of North Carolina, Chapters 930
and 802, Section 15.25.

69. 1979 Session Laws of North Carolina ,  Chapter 838,
Sections 22 and 35.
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