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2010 Budget Compromise for North Carolina

Budget Shortfall

North Carolina started its 2010 General Assembly session with a budget shortfall of approximate-
ly $800 million in the upcoming fiscal year. Gov. Perdue provided a budget proposal to the legis-
lature for the second year of a two-year $19.1 billion budget, and members of the legislature were
working to craft their own versions of the budget.

The Final Budget Plan

Legislators indicated they would finalize a budget plan to send to the governor by July 1, and they
have done so. This compromise plan incorporates elements of all three initial proposals and
rounds out at roughly $19 billion. Included below are the details by subject area:

Education
The University of North Carolina system must cut an additional $70 million from its budget
under the new spending plan. Budget writers also sought over $9 million in savings from UNC
by ending a program that treated out-of-state students on athletic scholarships as in-state students. 

On a local level, the budget plan uses state lottery money to avoid the loss of nearly 1,600 school-
teacher positions. However, there are no pay raises for teachers (or state employees) in the final
budget plan.

Per Gov. Perdue’s request, an extra $10 million was allocated in the budget to extend a teaching
program that utilizes hand-held computers to provide greater assistance for at-risk students. 

Medicaid
A budget gap of $519 million will exist if Congress doesn’t approve additional funding for state
Medicaid programs. Many state lawmakers are skeptical that this money will trickle down to the
state so extra provisions were taken in this budget to safeguard against a potential funding gap. A
contingency plan was proposed that will allow the state to access several state government funds
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if needed, including leftover disaster relief funds from hurricanes and floods. Further, Medicaid
provider rates could realize a one percent cut, and pension contributions could be withheld up to
$139 million. This backup plan would not go into effect until Jan. 1, 2011, thus giving Congress
time to fund the expected Medicaid needs.

Two Medicaid programs were also eliminated in the budget, saving the state nearly $50 million.
Replacement programs to serve a smaller patient base are expected to be implemented. 

Taxes and Incentives
There are no new wide-ranging tax increases in the final budget plan. Further, small businesses
will benefit from a tax credit for the unemployment insurance tax. A special fund will also be cre-
ated for vital transportation projects. This fund was an initial request by Gov. Perdue.
Contributions to the fund will be realized by allowing liquor distributors to promote their prod-
ucts through tasting events.

Next Steps

On Tuesday, June 29, 2010, lawmakers voted 31-14 in the Senate and 66-49 in the House to
approve the budget. The final vote will come today, Wednesday, June 30. This time frame allows
Gov. Perdue to approve and sign the budget before the fiscal year begins tomorrow, July 1. She has
indicated that she will approve and sign it within the day. This will mark the first time that the
North Carolina legislature has adopted a budget plan on time in nearly seven years.  

* * *

Williams Mullen will continue monitoring the legislative climate and can advise clients on issues
or concerns. For more information, please contact any member of our North Carolina
Government Relations Team.
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