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North Carolina General Assembly Date: 09/27/2005
Through House Committee on Time: 10:29
Commerce Page: 001 of 002
2005-2006 Biennium Leg. Day: H-125/8-126
Bill Introducer Short Title Latest Action In Date Out Date
H0027 Glazier ESC HEARINGS HR Ch. SL 2005-122 02-02-05 03-10-05
ACCOMMODATE BUSINESS
ACTIVITIES.
‘65 Lucas CONSUMER PROPANE H Ref To Com On 02-17-05
TANKS/CONTAINERS. Commerce
HO0330 Adams LIVING WAGE ACT.' *HF Failed 2nd Reading 02-22-05 06-01-05
H0392 LaRoque AMEND DEFINITION OF *HR Ch. SL 2005-277 03-23-05 04-18-05
MALT BEVERAGE IN ABC
LAW.
HO507= Weiss ECONOMIC DEVELOPMENT - H Ref To Com On 03-07-05
PUBLIC RECORDS. Commerce
H0533 McLawhorn AMEND EASTERN REGION H Ref To Com On 03-09-05
BOARD. Commerce
H0630 Goforth MANUFACTURED HOMES *H Pres. To Gov. 8/ 03-15-05 05-04-05
ESCROW ACCOUNTS. 24/2005
H0892= Alexander REGULATE SALE OF MALT *H Re-ref Com On 03-24-05 05-25-05
BEVERAGE KEGS. Rules, Calendar,
and Operations of
the House
H0947 Owens LOCAL TAX FOR PUBLIC *H Passed 3rd Reading 03-29-05 05-02-05
SCHOOLS/COMM COLLEGES-
II
H1208 Tolson EXTEND BILL LEE ACT - H Re-ref Com On 04-25-05
CERTAIN MANUFACTURERS. Commerce
H1240 Culpepper VACATION RENTAL ACT *HR Ch. SL 2005-292 04-20-05 05-25-05
AMENDMENTS.
H1273= Brubaker MOTOR FUEL MARKETING H Ref To Com On 04-19-05
ACT. Commerce
H1315 Luebke ECONOMIC DEVELOPMENT - H Ref To Com On 04-20-05
CONFLICT OF INTEREST. Commerce
35 Rapp EXTEND AND EXPAND H Ref To Com On 04-20-05
‘ BILL LEE ACT. Commerce
65 Daughtridge ECONOMIC DEVELOPMENT H Re-ref Com On 04-21-05 05-04-05
OVERSIGHT COMMITTEE. Rules, Calendar,
and Operations of
the House
H1388 Gibson EXCLUDE INTERNET *H Ref To Com On 04-21-05 06-01-05
SALES/AUCTION Commerce
ACTIVITIES.
H1408 Barnhart UNSOLICITED CHECKS H Ref To Com On 04-21~05
AND UNSOLICITED Commerce
SERVICES.
H1473 Coates CLAWBACK FAILED H Ref To Com On 04-21-05 06-01-05
INCENTIVES. Finance
H1522 McComas AMEND STATE PORTS H Ref To Com On 04-21-05 06-01-05
ENABLING LEGISLATION. Commerce
H1539 Daughtridge UNC/AMEND UMSTEAD ACT. *HR Ch. SL 2005-3897 04-21-05 05-25-05
50247 John Snow REGULATION OF *H Re-ref Com On 06-02-05 07-25-05
HELIPORTS. Judiciary III
S0393= David W. Hoyle ECONOMIC DEVELOPMENT - *HR Ch. SL 2005-429 06-02-05 08-11-05
PUBLIC RECORDS.
S0606= Clark Jenkins AMEND EASTERN REGION *HR Ch. SL 2005-364 03-29-05 07-28-05
BOARD.
S0629= John Snow MANUFACTURING *H Pres. To Gov. 8/ 06-07-05 06-14-05
REDEVELOPMENT 24/2005
DISTRICTS.

'$' indicates the bill is an appropriation bill.

A bold line indicates the bill is an appropriation bill.

t+!' ipndicates that the text of the original bill was changed by some action.
'=' jindicates that the original bill is identical to another bill.



North Carolina General Assembly Date: 09/27/2005

Through House Committee on Time: 10:29
Commerce Page: 002 of 002
2005-2006 Biennium Leg. Day: H-125/5-126
Bill Introducer Short Title Latest Action In Date Out Date
S0729= David W. Hoyle  CLARIFY USED MV H Ref To Com On 06-02-05
INTEREST CHARGES Commerce
UNDER RISA.
.56 Martin L. Nesbit REVISE BUILDING *H Ref To Com On 06-02-05
COMMISSION MEMBERSHIP. Commerce
S0757 Martin L. Nesbit ESC OMNIBUS ACT. *HR Ch. SL 2005-410 06-02-05 07-25-05
S0951 David W. Hoyle PUBLIC-PRIVATE SOLID *H Ref To Com On 06-02-05
WASTE COLLECTION. Commerce

'$' indicates the bill is an appropriation bill.
A bold line indicates the bill is an appropriation bill.
'*' jndicates that the text of the original bill was changed by some action.
‘ '=' indicates that the original bill is identical to another bill.



MINUTES
HOUSE COMMITTEE ON COMMERCE

March 9, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, March 9, 2005, in Room

1228 of the Legislative Building at 1:00 P. M. The following were present: Representative
Daughtridge, presiding Chair, Representative LaRoque, Co-Chair, Representatives Owens and
Rayfield Vice-Chairs and Representatives Bordsen, Carney, Coleman, Current, Dickson, Faison,
Frye, Jeffus, Jones, McLawhorn, Ray, Sauls, Stam, Vinson, Walend, Wiley, and Wray. Assisting
with the meeting were Karen Cochran-Brown and Regan Walker, Staff Counsel, Dot Barber,
Rachel Dupree, Patricia Freijes and Ann Jordan, Committee Assistants. Also assisting were Paul
Curry and Bill Freeman House Sergeants-at-Arms and Jessica Barber, sponsored by ‘
Representative Preston, Carteret County, and Trey Faile, Sponsored by Representative Moore

Cleveland County serving as Pages.

Representative Daughtridge called the meeting to order, introduced the House Sergeants-at Arms,
the Committee Assistants, and the House Pages assisting with the meeting. He then asked the
Co-Chair, Vice-Chairs, and members of the Committee to introduce themselves and tell their
interest in being on the Committee.

The order of business was H.B. 27 — AN ACT REQUIRING THE EMPLOYMENT
SECURITY COMMISSION TO CONSIDER THE ORDINARY BUSINESS ACTIVITIES
OF EMPLOYERS WHEN SCHEDULING HEARINGS. — sponsored by Representatives
Glazier, Gibson, Justice and Carney. Representative Glazier explained that the bill would allow
“employers of small businesses to schedule the hearings at a time convenient to the operation of
the business. He also explained that if the employer and employee were at an impasse, the
Employment Security Commission would make the decision for scheduling.

Discussion followed by Committee Members and Representative Owens motioned to give the bill
a favorable report and the motion passed. '

The Committee adjourned at 1:40 P.M.

Respectfully submitted,

";‘:. N g {,"é//'! ?'—'\ !, <é— ‘ i Z)
£ Dby ERAS VPP ol Vol 7k \
Representative Bill Daughtridge / Rachel Dupree
Presiding Chairman Committee Assistant




AGENDA

HOUSE COMMITTEE ON COMMERCE

March 9, 2005
1:00 A. M.

Room 1228 Legislative Building
OPENING REMARKS
Representative Bill Daughtridge, Chair
INTRODUCTION OF COMMITTEE
INTRODUCTION OF STAFF
BILL FOR CONSIDERATION

HB 0027 — ESC Hearings Accommodate Business Activities
Representative Glazier, Bill Sponsor

ADJOURNMENT
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 27
Short Title: ESC Hearings Accommodate Business Activities. (Public)

Sponsors:  Representatives Glazier, Gibson, Justice, Carney (Primary Sponsors);
Alexander, Brown, Daughtridge, Farmer-Butterfield, Goforth, Harrison,
LaRoque, McGee, Pate, Preston, Stiller, and Underhill.

Referred to: Commerce.

February 2, 2005

A BILL TO BE ENTITLED
AN ACT REQUIRING THE EMPLOYMENT SECURITY COMMISSION TO
CONSIDER THE ORDINARY BUSINESS ACTIVITIES OF EMPLOYERS
WHEN SCHEDULING HEARINGS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 96-15(c) reads as rewritten:

"(c) Appeals. — Unless an appeal from the adjudicator is withdrawn, an appeals
referee shall set a hearing in which the parties are given reasonable opportunity to be
heard. The conduct of hearings shall be governed by suitable regulations established by
the Commission. Sueh-The regulations need not conform to common law or statutory
rules of evidence or technical or formal rules of procedure but shall provide for the
conduct of hearings in such manner as to ascertain the substantial rights of the parties.
The hearings may be conducted by conference telephone call or other similar means
provided that if any party files with the Commission prior written objection to the
telephone procedure, that party will be afforded an opportunity for an in-person hearing
at such place in the State as the Commission by regulation shall provide. The hearing
shall be scheduled for a time that, as much as practicable, least intrudes on and
reasonably accommodates the ordinary business activities of an employer and the return

to employment of a claimant. The appeals referee may affirm or modify the conclusion . -

of the adjudicator or issue a new decision in which findings of fact and conclusions of
law will be set out or dismiss an appeal when the appellant fails to appear at the appeals
hearing to prosecute the appeal after having been duly notified of the appeals hearing.
The evidence taken at the hearings before the appeals referee shall be recorded and the
decision of the appeals referee shall be deemed to be the final decision of the
Commission unless within 10 days after the date of notification or mailing of the
decision, whichever is earlier a written appeal is filed pursuant to such regulations as the
Commission may adopt. No person may be appointed as an appeals referee unless he or
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General Assembly of North Carolina Session 2005

she possesses the minimum qualifications necessary to be a staff attorney eligible for
designation by the Commission as a hearing officer under G.S. 96-4(m). No appeals
referee in full-time permanent status may engage in the private practice of law as
defined in G.S. 84-2.1 while serving in office as appeals referee; violation of this
prohibition shall be grounds for removal. Whenever an appeal is taken from a decision
of the appeals referee, the appealing party shall submit a clear written statement
containing the grounds for the appeal within the time allowed by law for taking the
appeal, and if such timely statement is not submitted, the Commission may dismiss the

appeal.”
SECTION 2. This act is effective when it becomes law.

Page 2 House Bill 27-First Edition




HOUSE BILL 27:
ESC Hearings Accommodate Business Activities.

BILL ANALYSIS

Committee: House Commerce Introduced by: Rep. Glazier
Date: March 9, 2005 Summary by: Karen Cochrane Brown
Version: First Edition Committee Co-Counsel

SUMMARY: House Bill 27 adds a requirement that the Employment Security Commission consider
the ordinary business activities of employers when scheduling hearings for appeals from adjudicated
determinations in unemployment benefit claims cases.

CURRENT LAW:

Under current law, when certain issues are raised in connection with an unemployment benefits claim,
" such as the claimant's last bona fide employment or eligibility, adjudication is required to determine the
issue. Adjudication is an informal investigation in which the adjudicator contacts the relevant parties to
obtain information on the specific issue. After the conclusion of an investigative procedure, a
determination is issued. A party aggrieved by the adjudicator's determination may file a written appeal.

The appeal is heard by an Appeals Referee who has broad authority over the scheduling and conduct of
the hearing. Under current regulations, the Appeals Referee is required to schedule a hearing as soon as
possible after receipt of the appeal and file from the adjudicator. The law also authorizes the Appeals

‘ Referee to schedule telephone hearings when the local office is at least 40 miles from the employer's
business, or upon agreement or request of the parties, or to meet standards for appeals promptness or
efficient administration of the Employment Security Law. In addition, the Appeals Referee has authority
to grant a continuance if a party, necessary witness, or legal representative has a prior commitment that
conflicts with the hearing date or time and which cannot reasonably be rescheduled.

BILL ANALYSIS:

This bill would add a requirement that appeals "be scheduled for a time that, as much as practicable, least
intrudes on and reasonably accommodates the ordinary business activities of an employer and the return
to employment of a claimant."

This bill would become effective when it becomes law.

H27-SMRO-001

“:LegiSIdtz;v'e Services Office. o North Carolina General AsSembIj; B : Research



HOUSE BILL 27:
ESC Hearings Accommodate Business Activities.

BILL ANALYSIS

Committee: House Commerce Introduced by: Rep. Glazier
Date: March 9, 2005 Summary by: Karen Cochrane Brown
Version: First Edition Committee Co-Counsel

SUMMARY: House Bill 27 adds a requirement that the Employment Security Commission consider
the ordinary business activities of employers when scheduling hearings for appeals from adjudicated
determinations in unemployment benefit claims cases.

CURRENT LAW:

Under current law, when certain issues are raised in connection with an unemployment benefits claim,
such as the claimant's last bona fide employment or eligibility, adjudication is required to determine the
issue. Adjudication is an informal investigation in which the adjudicator contacts the relevant parties to
obtain information on the specific issue. After the conclusion of an investigative procedure, a
determination is issued. A party aggrieved by the adjudicator's determination may file a written appeal.

The appeal is heard by an Appeals Referee who has broad authority over the scheduling and conduct of
the hearing. Under current regulations, the Appeals Referee is required to schedule a hearing as soon as
possible after receipt of the appeal and file from the adjudicator. The law also authorizes the Appeals

‘ Referee to schedule telephone hearings when the local office is at least 40 miles from the employer's
business, or upon agreement or request of the parties, or to meet standards for appeals promptness or
efficient administration of the Employment Security Law. In addition, the Appeals Referee has authority
to grant a continuance if a party, necessary witness, or legal representative has a prior commitment that
conflicts with the hearing date or time and which cannot reasonably be rescheduled.

BILL ANALYSIS:

This bill would add a requirement that appeals "be scheduled for a time that, as much as practicable, least
intrudes on and reasonably accommodates the ordinary business activities of an employer and the return
to employment of a claimant."

This bill would become effective when it becomes law.

H27-SMRO-001
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HOUSE BILL 27:
ESC Hearings Accommodate Business Activities.

BILL ANALYSIS

Committee: House Commerce Introduced by: Rep. Glazier
Date: March 9, 2005 Summary by: Karen Cochrane Brown
Version: First Edition Committee Co-Counsel

SUMMARY: House Bill 27 adds a requirement that the Employment Security Commission consider
the ordinary business activities of employers when scheduling hearings for appeals from adjudicated
determinations in unemployment benefit claims cases.

CURRENT LAW:

Under current law, when certain issues are raised in connection with an unemployment benefits claim,
such as the claimant's last bona fide employment or eligibility, adjudication is required to determine the
issue. Adjudication is an informal investigation in which the adjudicator contacts the relevant parties to
obtain information on the specific issue. After the conclusion of an investigative procedure, a
determination is issued. A party aggrieved by the adjudicator's determination may file a written appeal.

The appeal is heard by an Appeals Referee who has broad authority over the scheduling and conduct of
the hearing. Under current regulations, the Appeals Referee is required to schedule a hearing as soon as
possible after receipt of the appeal and file from the adjudicator. The law also authorizes the Appeals
Referee to schedule telephone hearings when the local office is at least 40 miles from the employer's
business, or upon agreement or request of the parties, or to meet standards for appeals promptness or
efficient administration of the Employment Security Law. In addition, the Appeals Referee has authority
to grant a continuance if a party, necessary witness, or legal representative has a prior commitment that
conflicts with the hearing date or time and which cannot reasonably be rescheduled.

BILL ANALYSIS:

This bill would add a requirement that appeals "be scheduled for a time that, as much as practicable, least
intrudes on and reasonably accommodates the ordinary business activities of an employer and the return
to employment of a claimant."

This bill would become effective when it becomes law.

H27-SMRO-001
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2005 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representatives Daughtridge, Goforth, LaRoque, Rapp (Chairs) for the Committee on

Commerce.

] Committee Substitute for
HB. 27 A BILL TO BE ENTITLED AN ACT REQUIRING THE EMPLOYMENT
SECURITY COMMISSION TO CONSIDER THE ORDINARY BUSINESS ACTIVITIES

OF EMPLOYERS WHEN SCHEDULING HEARINGS.

X] With a favorable report.

[} With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [] Finance ] .

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the

Committee on Appropriations [_] Finance UJ Cl.

(] With a favorable report as to the committee substitute bill (# ), L] which changes the
title, unfavorable as to (the original bill) (Committee Substitute Bill # ), (and
recommendation that the committee substitute bill # ) be re-referred to the Committee
on J)

[T] With a favorable report as to House committee substitute bill (# ), L] which changes

the title, unfavorable as to Senate committee substitute bill.
(] With an unfavorable report.
[] With recommendation that the House concur.
[] With recommendation that the House do not concur.
[] With recommendation that the House do not concur; request conferees.
[] With recommendation that the House concur; committee believes bill to be material.
(] With an unfavorable report, with a Minority Report attached.
[J Without prejudice.
[] With an indefinite postponement report.
(] With an indefinite postponement report, with a Minority Report attached.

[C] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
03/19/03
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MINUTES
HOUSE COMMITTEE ON COMMERCE

March 23, 2005 - 1:00 p.m.
Room 1228 LB

The HOUSE COMMITTEE ON COMMERCE met at 1:00 p.m. on Wednesday, March
23,2005 in Room 1228 of the Legislative Building. The following members were
present: Representatives Daughtridge, Goforth, LaRoque and Rapp, Chairs;
Representatives Rayfield. Vice-Chair; and Representatives Allen, Barnhart, Bordsen,
Brown, Carney, Cole, Coleman, Current, Dickson, England, Frye, Gillespie, Haire,
Jeffus, Jones, McGee, Pierce, Sauls, Stam, Tucker, Vinson, Walend, and Wray. Assisting
the meeting were Karen Cochrane-Brown and Walker Regan, Staff Counsel.

Chairman Goforth recognized Secretary James T. Fain, III from the NC Department of
Commerce for his presentation. Secretary Fain said the Mission Statement for the
Department of Commerce was “to improve the economic well-being and quality of life
for all North Carolinians. He also discussed the Vision of the Department which
included: 1) a state of well-educated people, 2) a state that invests in infrastructure, 3) a
state that differentiates itself in a global economy, 4) a state with an exception business
climate and 5) a state with an economy to create sustainable new jobs. He went on to
discuss the Key Challenges and the Long Term Strategies and lastly, the roles of the NC
Economic Development Board and the Department of Commerce.

The mission of The NC Economic Development Board is to serve as the state’s top
economic development policy advisory body and is responsible for recommending
economic development policy to the Governor. The Board organized committees to
focus on seven major areas of economic development: Community Readiness and Urban
Development; Infrastructure, Transportation and the Environment; Recruitment and
Retention; Rural Development Issues; Science, Technology and University Outreach;
Tourism, Film, Sports, Arts and Cultural Resources; and Workforce Development and
Education. (Attachment 1A)

Secretary Fain also discussed their Legislative Priorities which included Program and
Policy Recommendations and Preliminary Budget Recommendations. (Attachment 1B)

Chairman Goforth recognized President H. Martin Lancaster with the NC Community
College System for his presentation. President Lancaster briefly summarized their
Economic & Workforce Development Mission which included supporting North
Carolina’s community colleges to provide high quality, accessible training and services;
enabling North Carolinians to acquire knowledge and skills to obtain and maintain
prosperous careers, and enhance their quality of life; providing North Carolina businesses
and industries with a world-class workforce and creating a competitive advantage as a
result of their presence in North Carolina. (Attachment 2)



President Lancaster began his discussion of Economic & Workforce Development
Solution/Opportunities but due to time constraints, he was asked to return to finish his
presentation at the next meeting.

Meeting adjourned at 1:55 p.m.

Rep. Bruce Goforth %f?hairrnzg

Ann Jordan — Cdfimittee Assistant




HOUSE COMMITTEE ON COMMERCE
Wednesday, March 23, 2005

1:00 p.m. —Room 1228
Legislative Building

I.  Opening Remarks — Chairman Bruce Goforth
II. Program

Secretary James T. Fain, III
NC Department of Commerce

President H. Martin Lancaster
NC Community College System

III. Adjournment



North Carolina Department of Commerce

N ision
. * A state of well-educated people, trained to do the work of the 21%* Century and

to think critically — to solve problems and to innovate — to create the new ideas
to drive productivity and reduced costs, new product creation and hence new
entrepreneurial enterprises---and new jobs.

A state where wise, consistent investment in infrastructure, the germination of
new science and practical technology and the quality of life will sustain our
reputation and tradition as the state of innovation.

A state which differentiates itself in a global economy as the state of
knowledge workers — where business succeeds because we have better, more
creative workers and because we're the state of new ideas and approaches —
always on the cutting edge — a true state of minds

An exceptional business climate characterized by low business costs, high
value services and a peerless quality of life. '
An economy which creates sustainable new jobs -- based on innovation,
commercialization of research and a skilled, continuously trained workforce —
and which creates new jobs at a pace that will always exceed the loss of jobs
no longer competitive in a globally open and dynamic marketplace.

QIission Statement
To improve the economic weli-being and quality of life for all North Carolinians.

Key Challenges -

e How do we nurture the transformation of our economy from a predominantly
labor-intensive manufacturing base to one which features nimble, knowledge-
driven enterprises and sustainable jobs in a fiercely competitive global economy?

e How do we promote widely shared prosperity in all parts of our state? How do
we create One North Carolina?

Long Term Strategies

Invest in education and train a globally competitive workforce.

Develop communities prepared for economic success and well-connected with

a comprehensive, contemporary infrastructure.

Nurture innovation and the commercialization of ideas through investment in

science, technology and university outreach —to bring the innovations of the lab

and classroom into the marketplace.

Maintain an exceptional business climate with affordable costs, which attracts

new companies to North Carolina, supports the growth and success of existing

businesses — large and small — and encourages entrepreneurial startups.
(OVER) -




Roles of N.C. Economic Development Board and Department of Commerce
The Board's Comprehensive Economic Development Strategic Plan and the
Commerce Department’s programs, advocacy and collaborations are organized
around these long-term strategies

e The Board’s Plan, revised in Fall 2004, is available at the Board’s website:
www.ncedb.com. |

o Examples of activities by Commerce Department divisions to address
strategic objectives: |

- . The Division of Community Assistance provides planning and
technical assistance and HUD-funded grants for community
development to local governments.

- The Division of Employment and Training regrants federal Workforce
Investment Act funds to the area workforce boards to pay for worker
training programs.

- The Office of Science and Technology works to identify technologies
of the future and to design programs to ensure N.C. is positioned to
become a world leader in developing and commercializing those
technologies.
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2005 Priorities Strategic Plans Our Mission News

s 2004 Overview The North Carolina Chick here to view some
e Printable version of Economic Development recent m_dustry r.epm".t?
2004 Plan Board serves as the ~ and North Carolina State
e . state's top economic agency publications
o 2002 Strategic Plan development policy
e 1999 Strategic Plan advisory body and is

responsible for

recommending

economic development
policy to the Governor.

In November 2001, Governor Easley charged the North Carolina Economic Development Board with developing a compre!
development plan for the state that will take innovative and strategic approaches to such issues as incentives, recruitment ar
workforce development, development of future technologies, coordination of state agencies, rural development and marketi
the plan in October 2002 and will continue to play a key role in its implementation through advocacy and ongoing accounts
state's economic development agencies. The strategic plan was updated again in fall 2004. Please see 2004 Strategic Plan O

To formulate this plan, the Board's seven committees examined issues in their designated policy focus areas and made reco:
Board for final action. The Board has organized the committees to focus on seven major areas of economic development in

Community Readiness and Urban Development
Infrastructure, Transportation and the Environment
Recruitment and Retention

Rural Development Issues

Science, Technology and University Qutreach
Tourism, Film, Sports, Arts and Cultural Resources
o Workforce Development and Education

Each committee was aided by staff of a corresponding Department of Commerce division and by advisors from other state :
companies and non-profit organizations.

Forinformation about the North Carolina Economic Development Board and North Carolina's state strategic plan for econc
the Department of Commerce Policy, Research and Strategic Planning Division at 919 715-5995.

http://www.ncedb.com/ - | 3/23/2005
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Michael F. Easley, Governor James T. Fain III, Secretary

North Carolina Department of Commerce

LEGISLATIVE PRIORITIES
2005 General Assembly Short Session

Department of Commerce
Program and Policy Recommendations

) Replace the William S. Lee Act with a new series of tax credits for new and expanding industry.
o Create new stand-alone credits for activities such as job creation and investment in machinery and
equipment and real property.
o Credits should be simple, accountable, and provide incentive for rural investment.

) Extend sunset date for the Job Development Investment Grant (JDIG) program to December 31, 2007.
. Provide additional funding as needed to the One NC Fund for continued recruitment of competitive
projects. "
o Continue to authorize portion of funds for administration of incentive programs.
o Establish a workable schedule for corporate income tax relief to North Carolina’s businesses through,

€.g., appropriate reductions in the tax rate or exemptions from the tax.
) Permit the sunset of the 8.25% upper income tax bracket to increase competitiveness.

. Develop and fund effective programs to provide angel, pre-seed and seed capital for entrepreneurial
businesses and to speed technology transfer from universities to N.C. entrepreneurs. ‘
© Treasurer has recommended use of Escheats Fund as a vehicle for such investments.

. Establish incentives to secure new film productions to North Carolina.

Preliminary Budget Recommendations

. Authorize and fund two new economic developer positions at DOC dedicated to working directly with
the motorsports and biotechnology industries.

o Provide funding and positions needed to make the DOC IT and MIS systems competitive with other
states:
o Upgrade the state’s Commerce website and computer network — N.C.’s “front door” to businesses

considering relocation and state services. _
© Upgrade the website and computer system for the DOC Business ServiCenter and Business License

Information Office to increase services to small businesses.



o Secure continued funding to build a world class, web-based Economic Development Intelligence
System (EDIS) to help state, regional and local economic teams gather critical data needed to
recruit business, identify clusters, and strategically plan for state and regional economic

development. . ‘

Provide funding for DOC to “brand” and market the State of North Carolina as a whole, nationally and
internationally, as a location for business

Provide funding to enable N.C. Board of Science & Technology to coordinate development of policies
to foster growth of science and technology-oriented businesses.

Provide funding to support regional community planners for the popular 21* Century Communities
Program to help disadvantaged counties plan for economic development.

Education, Workforce Development and Innovation

Support the Department of Community Colleges’ requests for funding and authorization to enhance

N.C.’s workforce training programs, including:

o Funding and authorization for a Customized Industrial Training program to provide training to
businesses and incumbent workers that do not qualify under FIT and NEIT program requirements.

o A 100% funding formula for non-degree continuing education programs that teach job skills to
workers.

o Funding for needed training equipment to reduce waiting lists for classes.

Support the University of North Carolina’s efforts to expand its role in economic development,
including: .
o Funding for the UNC economic development portal.
o Funding for NC partnersh1p with the Defense Department to foster bio-defense research and

industries.
o Funding for the UNC busmess accelerator program.

Support UNC’s request for increased funding to the Small Business and Technology Development
Center (SBTDC) to boost services to small businesses and meet federal matching fund requirements.
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Economic & Workforce Development
House Commerce Committee
_H. Martin Lancaster, President

. NORTT] CAROLINA
COMMUNITY COLLEGE SYSTEM

Economic & Workforce Development

Mission
Support North Carolina’s community colleges to provide high
quality, accessible training and services

Enable North Carolinians to acquire knowledge and skills to
obtain and maintain prosperous careers, enhance their
quality of life

Provide North Carolina businesses and industries with a
world-class workforce

Create a competitive advantage as a result of their presence in
North Carolina.

NCCCS, March 2005




Economic & Workforce Development
Solutions/Opportunities

‘New & Expanding Industry Training
*Workforce Continuing Education
«Small Business Center Network
Human Resources Development
*Focused Industrial Training
*Workforce Initiatives

BioNetwork

NCCCS, March 2005

Economic Development Issues and Opportunities

Rapid changes in the economic structures and
s cycles worldwide effects the workforce

\  Workforce that is multi-skilled, motivated,
creative and innovative is the key

Information economy requires a workforce that
constantly upgrades itself to accommodate new
technologies, procedures and opportunities

Speed of change, churn in the economy and the
impact on the workforce is faster: the new
normal in our world

NCCCS, March 2005




ECONOMIC DEVELOPMENT
OPPORTUNITIES

_Accommodate busines s/industry growth,
retention and stabilization via new programs

Stimulate new entrepreneurial creation and
expansions to small business enterprises
statewide

Provide for newer, higher technology/higher
skilled programs for economic structures

Ensure the continuation of the BioNetwork

NCCCS, March 2005

Customized Industry Training: HB 552 (S700)

Maintains the local tax base

*Retains jobs in local NC areas §
*Provides for faster recovery of

local economies and creates
reemployment sooner

*New capital/technologies,
higher wages, annual report

'$4,000,000 FY05'06 & 06-07 }\?CCCS, March 2005




HB 553 (S378)
Increase Funding for Small Business Center
Network

Stimulates enhancements of training, counseling, workshops
and seminars designed to start and nurture new business

Available for “all” areas of the state and creates stronger tax
base for the local communities '

Enhances contact with entrepreneurs in local economies...
Expand instructional offerings in wider variety of offering
Systemic professional development

$1,000,000 FY 05-06 and $1,000,000 FY 06-07

NCCCS, March 2005

HB 554 (S378)
Increase Community College Equipment
Funds

Provide the tools to educate and train the existing
workforce and the new workforce for growth
industries

Automated and advanced manufacturing requires
sophisticated sKkills...

Allied Health reqhires technological skills...

Growth industries (biotech, aviation, automotive,
logistics/warehousing, etc.) requires new tools...

$10,000,000 FY 05-06 and $10,000,000 FY 06-07

NCCCS, March 2005




» HB 573 (S613)
Fund High Cost Community College Programs

Notalkeducational training programs are created
equal...some are more expensive to operate

Equipment, staff, facilities and ongoing connection to
the healthcare industry is demanded...

Desperate need for additional personnel to fill vacant
positions in many healthcare operations statewide

Employment opportunities abound!

$21,000,000 FY 05-06 and $21,000,000 FY 06-07

NCCCS, March 2005

HB 588 (S676)
Funds for Community College Biotechnology Centers

ificant=jobsgrowth opportunities

Statewide effort: “genuine progréss”
*Golden Leaf “seed money clearly stated”

From 8 to 48 colleges now engaged and from
a few counties to 80 now involved/growing

*$7,000,000 FY05-06 and $7,000,000 FY06-07

NCCCS, March 2005




HB 577 (=S565)
Amend Umstead Act/Comm. Coll. Facilities

Section 1. G.S. 666-58 © is amended by
addmg a new subdivision to read:

“(c) The provisions of subsection (a) shall
not prohibit:

(3¢) The use of community college facilities
by a private business enterprise that has
loaned or donated instructional equipment to
the college to demonstrate that equipment to
customers. This use of college facilities shall
be in accordance with policies adopted by the
board of trustees of the college.”

NCCCS, March 2005

HB 582
In-State Community College Tuition for NC Workers

AN ACT TO MAKE ADDITIONAL EMPLOYEES WORKING IN THE
ADI VAL, FAMILY MEMBERS OF EMPLOYEES
RANSFERRED INTO THE STATE ELIGIBLE FOR IN-STATE
COMMUNITY COLLEGE TUITION.

SECTION 1. G.S. 115D-39(a) reads as rewritten:

«,,.The legal resident limitation with respect to tuition, set forth in G.S. 116-
143.1 and G.S.116-143.3, shall apply to students attending institutions
operating pursuant to this Chapter, except that the following shall be
charged the in-State tuition rate: '

(1) An employee domiciled outside the State who is employed at a North
Carolina business location;

(2) A dependent relative of a person transferred by a company into the
State, while sharing the domicile of that person;

(3) A refugee who lawfully entered the United States and who is living in
this State; and

(4) A nonresident of the United States who has resided in North Carolina

for a 12-month qualifying period and has filed an immigrant petition.”
NCCCS, March 2005




HB 583
Community College/Lead Agency for Job Training

N GEEDESIENATING THE COMMUNITY COLLEGE
SYSTEM AS THE PRIMARY LEAD AGENCY FOR
DELIVERING WORKFORCE DEVELOPMENT
TRAINING, LITERACY, AND ADULT EDUCATION IN

THE STATE.

«,..The North Carolina Community College System is designated
as the primary lead agency for delivering workforce development
training, literacy, and adult education programs in the State.”

The delivery network is well established and effective

Our focus is service to the local populations in service areas

NCCCS, March 2005

HB 622
Community College Massage Therapy Programs |

N EPSE@BREMPT COMMUNITY COLLEGE
MASSAGE AND BODYWORK THERAPY FROM
LICENSURE BY THE NORTH CAROLINA
BOARD OF MASSAGE AND BODYWORK

THERAPY.

Section 1. G.S. 90-631 as rewritten:

«...The Board shall maintain a list of approved schools and a
list of community college programs operating pursuant to
subsection (b) of this section.

(b) A massage and bodywork therapy program operated by a
North Carolina community college that is accredited by the
Southern Association of Colleges and Schools is exempt from
the approval process, licensure process, or both, established by

| the board NCCCS, March 2605




HB 622
Community College Massage Therapy Programs

swirgwomplete the program shall qualify for licenses

from the Board as if the program were approved, llcensed or
both, by the Board.”

The accountability, type of training programs for which the
SACs accreditation requirements are set forth will allow us to.
ensure quality and comply with the standards necessary by the
State Board of Community Colleges in serving the needs of the
local markets in the State.

NCCCS, March 2005

Economic and Workforce Development

Economic Development equals
Workforce Development because

people requlred to fuel the
economic engines in North
Carolina.

Our commitment is to provide
the resources, expertise and
attention to the needs of the
Industrial Sectors and the people
who must staff them.

Your leadership, confidence and trust in our abilities
accompanied with the funding and authority to fulfill these needs

will allow us to continue the services to these Industry Sectors.
NCCCS, March 2005




NCCCS and Economic Development

Our State and local communities are suffering from the some of the most
notable economic changes in our history that impact our collective
economic prosperity and future.

If we have the tools to accommodate the changes we can continue to
contribute significantly to the solutions required for success. If not, we
will suffer the consequences in each of our communities and collectively at

the State level.

We look forward to working with members of the House, Senate and the
Governor to meet the challenges that face us and to embrace the

opportunities the economy has presented.
NCCCS, March 2005

NCCCS and Economic Development
Thank You!

For Your Work
For Your Confidence in Our System Statewide
For Your Trust in Our Commitment to the Citizens
For Your Support of Our Efforts to Serve the Industrial Sectors

NCCCS, March 2005




Economic & Workforce Development
House Commerce Committee
H. Martin Lancaster, President

B ECONOMIC & WORKFO

NORTH CARQLINA
COMMUNITY COLLEGE SYSTEM

Syt

NCCCS, March 2005
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2005-2006 SESSION

You are hereby notified that the Committee on Commerce will meet as follows:

DAY & DATE:  Wednesday, March 23, 2005
TIME: 1:00 p.m.
LOCATION: Room 1228
The Committee will hear presentations by:
Secretary James T. Fain, III - NC Department of Commerce

President H. Martin Lancaster — NC Community College System

Respectfully,

Representatives Daughtridge, Goforth, LaRoque
and Rapp - Chairmen

I hereby certify this notice was filed by the committee assistant at the following offices at
1:30 p.m. on March 17, 2005.

___Principal Clerk
___Reading Clerk - House Chamber

Ann Jordan (Committee Assistant)



MINUTES
HOUSE COMMITTEE ON COMMERCE
March 30, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, March 30, 2005, in
Room 643 LOB at 1:00 p.m. The following members were present: Representatives
Daughtridge, Goforth, LaRoque and Rapp, Chairs; Representatives Owen and Rayfield,
Vice Chairs; Representatives Allen, Almond, Barnhart, Bordsen, Brown, Carney, Cole,
Coleman, Current, Dickson, England, Faison, Frye, Gillespie, Haire, Jeffus, Jones,
McGee, McLawhorn, Pierce, Ray, Sauls, Stam, Vinson, Walend, Wiley, Wray.
Assisting with the meeting were Karen Cochrane-Brown and Walker Reagan, Staff
Counsel; Dot Barber, Rachel Dupree, Patricia Freijes and Ann Jordan, Committee
Assistants; Linda Fuller, Bill Freeman and Earl Coker, House Sgt.-at-Arms; House
Pages Benjamin LaRoque of Carteret County, sponsored by his father, Rep. LaRoque and
Harris Walker of Nash County, sponsored by Rep. Daughtridge. Representative Rapp
introduced Michael Goss with the Legislative Bill Drafting Division, who will assist
Staff Counsels on House Bill 392.

Representative Ray Rapp called the meeting to order and welcomed all persons in
attendance. Representative Rapp recognized Mr. Martin Lancaster, President of the
North Carolina Community College System, who was invited back to complete his
presentation from the previous meeting on the Community College System. He spoke on
economic and workforce development in North Carolina and the critical role played by
the Community Colleges (Attachment I). President Lancaster mentioned several bills
that are before the General Assembly that he and the System are interested in during this
session. President Lancaster answered several questions from the membership. A copy
of his handout to the members is attached.

Chairman Rapp stated that House Bill 533 (Amend Eastern Region Board) sponsored by
Representatives McLawhorn, LaRoque, Warren and Tolson, would not be discussed or
considered at this meeting.

Chairman Rapp also stated that at the request of the Introducer, Representative Goforth,
House Bill 630 (Manufactured Homes Escrow Accounts) will be carried over until the
next scheduled meeting.

Representative Stephen LaRoque was recognized by Chairman Rapp to explain House
Bill 392 (Amend Definition of Malt Beverage in ABC Law). Representative LaRoque
offered a proposed committee substitute for this bill and moved that the Proposed
Committee Substitute for H.B. 392 be adopted. Motion carried. Representative LaRoque
explained the Proposed Committee Substitute for H.B. 392 to the members.
Representative LaRoque recognized Ms. Julie J. Bradford who spoke in support of the
PCS for H.B. 392. Ms. Bradford is a beer writer and the editor and co-owner of “All
About Beer Magazine” located in Durham, N. C. She is also the co-creator of “Pop the
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Cap”. She stated that North Carolina is one of only six states in the U.S. who have a
limit on the alcohol content of beer. Chairman Rapp recognized Mr. Brad Wynn, Brew
Master at Edenton Brewing Company in Raleigh who also spoke in support of this bill.

Chairman Rapp recognized the Reverend Mark Creech, Executive Director of the
Christian Action League of North Carolina, and Ms. Becki Gray with Mutual Distributing
Company, who both spoke in opposition to this proposed legislation.

Representative Rapp announced that the Committee would not be voting on this Proposed
Committee Substitute for H.B. 392 at this meeting.

There being no further business, the meeting was adjourned at 2:00 pm.

Respectfully submitted,
Represent@% Ray Rapp 7/ Dot H. Barber

Presiding Chairman Committee Assistant



HOUSE COMMITTEE ON COMMERCE
March 30, 2005
LOB 643
1:00 PM

Presiding Chair — Representative Stephen LaRoque

I. Call to Order

II. Program

H. Martin Lancaster, President
NC Community College System

HB 533- Amend Eastern Region Board (Representatives McLawhorn,
LaRoque, Warren, and Tolson)

HB 392- Amend Definition of Malt Beverage in ABC Law (Representatives
LaRoque, Earle, Holliman, and Daughtridge)

HB 630- Manufactured Homes Escrow Accounts (Representative Goforth)

II1. Adjournment



HOUSE BILL 392:
Amend Definition of Malt Beverage in the
Alcoholic Beverage Control Law.

BILL ANALYSIS
Committee: House Commerce Introduced by: Rep. LaRoque
Date: March 30, 2005 Summary by: O. Walker Reagan,
Version: Proposed Committee Substitute Committee Co-Counsel

H392-CSMA-2 [v.1]

SUMMARY: The Proposed Committee Substitute for House Bill 392 would remove the current
maximum limit on alcoholic content of malt beverages of six percent. The bill would also make
conforming technical changes to the revenue laws to refer to define ABC terms by cross reference to
the Alcoholic Beverage Control Law.

CURRENT LAW:  Current law defines malt beverages as "beer, lager, malt quubr, ale, porter, and
any other brewed or fermented beverage containing at least one-half of one percent (0.5%), and not more
than six percent (6.0%), alcohol by volume." Sales of malt beverages with alcohol content in excess of

6.0% are illegal in the State.

BILL ANALYSIS:  Section 1 of the bill would remove the maximum cap of 6.0% and would allow
these malt beverages to be sold in the State regardless of their alcoholic content.

Section 2 of the bill amends the definition section of Article 20 of Chapter 105 - Revenue Laws
that deals with alcoholic beverage license and excise taxes. These changes conform the definition in the
revenue statutes to the definitions in the alcoholic beverage control statutes by cross-reference to Chapter
18B — Alcoholic Beverage Control Act.

EFFECTIVE DATE: The bill would become effective when it becomes law.

H392-SMRU-001

Legislative Services Office " North Carolina General Assembly Research Division, 733-2578
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

HOUSE BILL 392
PROPOSED COMMITTEE SUBSTITUTE H392-CSMA-2 [v.1]

3/24/2005 1:44:32 PM

Short Title: Amend Definition of Malt Beverage in ABC Law. (Public)

Sponsors:

Referred to:

February 28, 2005

A BILL TO BE ENTITLED
AN ACT TO AMEND THE DEFINITION OF A MALT BEVERAGE UNDER THE
ALCOHOLIC BEVERAGE CONTROL LAWS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-101(9) reads as rewritten:
"(9) 'Malt beverage' means beer, lager, malt liquor, ale, porter, and any
other brewed or fermented beverage contammo at least ene-half of-one
9 —one-half of one
percent ( 0.5%) alcohol by volume."
SECTION 2. G.S. 105-113.68(a) reads as rewritten:
"(a) Definitions. — As used in this Article, unless the context clearly requires
otherwise:
(1) "ABC-Commission"—means—ABC Commission. — the—The North

Carolina Alcoholic Beverage Control Commission established under

G.S. 18B-200.
2) Repealed by Sessmn Laws 2004-170 s. 6 effectlve August2 2004
3) - ed-by-th
%MMWWABC pe rmit.
—Deﬁned in G.S. 18B-101.
4 - ge- g HHAS
. <o ,. ins ses,
)
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(6)

(7)

(8)

)
(10)

1) -

(12)

(13)

(14)
(15)

reculations—of—the—Ynited—States-Fortified wine. — Defined in
G.S. 18B-101.

" icense” means—a-License. — A certificate, issued pursuant to this
Article by a city or county, that authorizes a person to engage in a
phase of the alcohohc beverage mdustry

vel&me—Malt beverage. — Defined in G.S. 18B-101.
"Person has—thesame—meaning—as—in—G-5—105-228-90-Person. —
Deﬁned in G.S. 105-228. 90

wine. — Defined in G.S. 18B-101.

"Whelesaler-or-importer’when-Wholesaler or importer. — When used

with reference to wholesalers or importers of wine or malt beverages
includes resident wineries that sell their wines at retail and resident
breweries that produce fewer than 310,000 gallons of malt beverages
per year.

"Wine" means-unfortified Wine. — Unfortified and fortified wine.
"Wine-shipper-permittee’-means-a-Wine shipper permittee. — A winery
that holds a wine shipper permit issued by the ABC Commission under
G.S. 18B-1001.1."

SECTION 3. This act is effective when it becomes law.

Page 2

House Bill 392 H392-CSMA-2 [v.1]
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 392
Short Title: Amend Definition of Malt Beverage in ABC Law. (Public)

Sponsors:  Representatives LaRoque, Earle, Holliman, Daughtridge (Primary
Sponsors); L. Allen, Carney, Fisher, Glazier, Harrison, Johnson, Luebke,
Owens, and Ross.

Referred to: Alcoholic Beverage Control.

Febmary 28, 2005

A BILL TO BE ENTITLED
AN ACT TO AMEND THE DEFINITION OF A MALT BEVERAGE UNDER THE
ALCOHOLIC BEVERAGE CONTROL LAWS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-101(9) reads as rewritten:
"(9) 'Malt beverage' means beer, lager, malt liquor, ale, porter, and any
other brewed or fermented beverage containing at least ene-half-ef-one
5%; i %)—one-half of one
percent (0.5%) alcohol by volume."
SECTION 2. This act is effective when it becomes law.




Economic & Workforce Development
House Commerce Committee
H. Martin Lancaster, President

NORT!LI CAROLINA
COMMUNITY COLLEGE SYSTEM

r 4

NCCCS, March 2005

Economic & Workforce Development
Mission

Support North Carolina’s community colleges to provide high
quality, accessible training and services

Enable North Carolinians to acquire knowledge and skills to
obtain and maintain prosperous careers, enhance their
quality of life

Provide North Carolina businesses and industries with a
world-class workforce

Create a competitive advantage as a result of their presence in
North Carolina.

NCCCS, March 2005




Economic & Workforce Development
Solutions/Opportunities

‘New & Expanding Industry Training
*Workforce Continuing Education
+Small Business Center Network
*Human Resources Development
*Focused Industrial Training’
*Workforce Initiatives

‘BioNetwork

NCCCS, March 2005

Economic Development Issues and Opportunities

Rapid changes in the economic structures and
; B%s cycles worldwide effects the workforce

Workforce that is multi-skilled, motivated,
creative and innovative is the key

»_ \ Information economy requires a workforce that
. constantly upgrades itself to accommodate new
. technologies, procedures and opportunities

Speed of change, churn in the economy and the
impact on the workforce is faster: the new
normal in our world

NCCCS, March 2005




ECONOMIC DEVELOPMENT
OPPORTUNITIES

Jate business/industry growth,

SRR

retention and stabilization via new programs

Stimulate new entrepreneurial creation and
expansions to small business enterprises
statewide

Provide for newer, higher technology/higher
skilled programs for economic structures

Ensure the continuation of the BioNetwork

NCCCS, March 2005

“+Augments NEIT & FIT

Customized Industry Training: HB 552 (S700)

Maintains the local tax base

*Retains jobs in local NC areas

Provides for faster recovery of §
local economies and creates '
reemployment sooner

*New capital/technologies,
higher wages, annual report

'$4,000,000 FY05‘06 & 06"07 NCCCS, March 2005




HB 553 (S378)
Increase Funding for Small Business Center
| Network

Stimulates enhancements of training, counseling, workshops
and seminars designed to start and nurture new business

Available for “all” areas of the state and creates stronger tax
base for the local communities

Enhances contact with entrepreneurs in local economies...
Expand instructional offerings in wider variety of offering
SystemiAc professional development

$1,000,000 FY 05-06 and $1,000,000 FY 06-07

NCCCS, March 2005

HB 554 (S378)
Increase Community College Equipment
Funds

Provide the tools to educate and train the existing
workforce and the new workforce for growth
industries

Automated and advanced manufacturing requires
sophisticated skills...

Allied Health requires technological skills...

Growth industries (biotech, aviation, automotive,
logistics/warehousing, etc.) requires new tools...

$10,000,000 FY 05-06 and $10,000,000 FY 06-07

NCCCS, March 2005




HB 573 (S613)
Fund High Cost Community College Programs

l.educational/training programs are created
.Some are more expensive to operate

equal

Equipment, staff, facilities and ongoing connection to
the healthcare industry is demanded...

Desperate need for additional personnel to fill vacant
positions in many healthcare operations statewide

Employment opportunities abound!

$21,000,000 FY 05-06 and $21,000,000 FY 06-07

NCCCS, March 2005

HB 588 (S676)
Funds for Community College Biotechnology Centers

M@n&%ﬁmmmgrowth opportunities
Statewide effort: “genuine progress”
«Golden Leaf “seed money clearly stated”

*From 8 to 48 colleges now engaged and from
a few counties to 80 now involved/growing

'$7,000,000 FY05-06 and $7,000,000 FY06-07

NCCCS, March 2005




HB 577 (=8565)
Amend Umstead Act/Comm. Coll. Facilities

jon 1. G.S. 666-58 © is amended by
adding a new subdivision to read:

“ (¢) The provisions of subsection (a) shall
not prohibit:

(3¢) The use of community college facilities
by a private business enterprise that has
loaned or donated instructional equipment to
the college to demonstrate that equipment to
customers. This use of college facilities shall
be in accordance with policies adopted by the
board of trustees of the college.”

NCCCS, March 2005

HB 582
In-State Community College Tuition for NC Workers

AN ACT TO MAKE ADDITIONAL EMPLOYEES WORKING IN THE
FAMILY MEMBERS OF EMPLOYEES
HE STATE ELIGIBLE FOR IN-STATE
COMMUNITY COLLEGE TUITION.

SECTION 1. G.S. 115D-39(a) reads as rewritten:
«...The legal resident limitation with respect to tuition, set forth in G.S. 116-

143.1 and G.S.116-143.3, shall apply to students attending institutions
operating pursuant to this Chapter, except that the following shall be
charged the in-State tuition rate:

(1) An employee domiciled outside the State who is employed at a North
Carolina business location;

(2) A dependent relative of a person transferred by a company into the
State, while sharing the domicile of that person;

(3) A refugee who lawfully entered the United States and who is living in
this State; and

(4) A nonresident of the United States who has resided in North Carolina

for a 12-month qualifying period and has filed an immigrant petition.”
NCCCS, March 2005




HB 583
Community College/Lead Agency for Job Training

SEPBESIGNAFING THE COMMUNITY COLLEGE
SYSTEM AS | THE PRIMARY LEAD AGENCY FOR

DELIVERING WORKFORCE DEVELOPMENT

TRAINING, LITERACY, AND ADULT EDUCATION IN

THE STATE.
“...The North Carolina Community College System is designated
as the primary lead agency for delivering workforce development
training, literacy, and adult education programs in the State.”
The delivery network is well established and effective

Our focus is service to the local populations in service areas

NCCCS, March 2005

HB 622
Community College Massage Therapy Programs

AN CTSEGENEMPT COMMUNITY COLLEGE
MASSAGE AND BODYWORK THERAPY FROM

LICENSURE BY THE NORTH CAROLINA

BOARD OF MASSAGE AND BODYWORK

THERAPY.

Section 1. G.S. 90-631 as rewritten:

“...The Board shall maintain a list of approved schools and a
list of community college programs operating pursuant to
subsection (b) of this section.

(b) A massage and bodywork therapy program operated by a
North Carolina community college that is accredited by the
Southern Association of Colleges and Schools is exempt from

the approval process, licensure process, or both, established by
the board NCCCS, March 2005




HB 622
Community College Massage Therapy Programs

sesStudentsswioscomplete the program shall qualify for licenses
from the Board as if the program were approved, licensed, or
both, by the Board.”

The accountability, type of training programs for which the
SACs accreditation requirements are set forth will allow us to
ensure quality and comply with the standards necessary by the
State Board of Community Colleges in serving the needs of the

local markets in the State.

NCCCS, March 2005

. Economic and Workforce Development
Economic Development equals
Workforce Development because

founda iid the .

people requ1red to fuel the

economic engines in North

Carolina.

Our commitment is to provide
the resources, expertise and
attention to the needs of the
Industrial Sectors and the people
who must staff them.

Your leadership, confidence and trust in our abilities
accompanied with the funding and authority to fulfill these needs

will allow us to continue the services to these Industry Sectors.
NCCCS, March 2005




NCCCS and Economic Development

fe—

Our State and local communities are suffering from the some of the most
notable economic changes in our history that impact our collective
economic prosperity and future.

If we have the tools to accommodate the changes we can continue to
contribute significantly to the solutions required for success. If not, we
will suffer the consequences in each of our communities and collectively at

the State level.

We look forward to working with members of the House, Senate and the
Governor to meet the challenges that face us and to embrace the

opportunities the economy has presented.
NCCCS, March 2005

NCCCS and Economic Development

Thank You!

For Your Work
For Your Confidence in Our System Statewide
For Your Trust in Our Commitment to the Citizens
For Your Support of Our Efforts to Serve the Industrial Sectors

NCCCS, March 2005




Economic & Workforce Development
House Commerce Committee
H. Martin Lancaster, President

KFORCE D
il

NORTE CAROLINA
COMMUNITY COLLEGE SYSTEM

NCCCS, March 2005
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North Carolina joins Arkansas, Alabama, Mississippi,
South Carolina and West Virginia as the only states
forcing a 6% ABV limit on beer.




Tax (Cents per Liter)

Beer: up to 6% Unfortified Wine: Fortified Wine:  High Alcohol
(equivalent to 53177 up to 16% 16.1-24%  Malt Bewerage

cents per galion)

Alcoholic Beverage Type

99% of the products in the 6% and below are malt based. You don’t find many wine
products in this category because they can’t compete due to the low tax rate.

What they have done in some other states:

Idaho: Heavy beer is taxed as wine

Montana: Heavy Beer is taxed as spirituous liquor

Utah: Beer is taxed at 5%; Heavy beer is taxed at 6.6%
Vermont: Beer is taxed at 10%; Heavy beer is taxed at 25%

Becki Gray
Mutual Distributing Company
919-828-3842



MINUTES
HOUSE COMMITTEE ON COMMERCE

April 13, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, April 13, 2005, in
Room 643 LOB at 1:00 p.m. The following members were present: Representatives
Daughtridge, Goforth, LaRoque, Rapp, Chairs; Representative Rayfield, Vice Chair;
Representatives Allen, Almond, Barnhart, Bordsen, Brown, Carney, Cole, Coleman,
Current, Dickson, Faison, Frye, Gibson, Gillespie, Hunter, Jeffus, Jones, McGee,
McLawhorn, Pierce, Ray, Sauls, Stam, Tucker, Walend, Wiley and Wray.

Chairman Rapp called the meeting to order and introduced the following persons working
with the committee meeting: Sgt-at-Arms Martha Parrish, Earl Coker, Leslie Oakley and
Frank Prevo; House Pages: Erin Woodlief and Sara Flowers both of Nash County
sponsored by Rep. Susan Fisher. Chairman Rapp stated that the Committee would spend
about 15 minutes on House Bill 630 and then move on to the other bill on the agenda.

Chairman Rapp recognized Representative Bruce Goforth to explain House Bill 630
(MANUFACTURED HOMES ESCROW ACCOUNTS). Rep. Goforth offered the
following amendment to H.B. 630 and moved for its adoption : “Amendment #1 amends
the bill on page 1, line 25, by deleting the word “seller” and substituting the word
“dealer” (Copy attached). Staff Attorney Karen Cochrane-Brown stated that this is just a
technical amendment. The motion carried and the amendment was adopted. Discussion
and questions followed. Rep. Stam stated that he probably would have another
amendment to this bill. Mr. Al Ripley, Attorney for the N. C. Justice Center, spoke in
favor of this legislation. After 15 minutes the Chairman stated that H.B. 630 as amended
would be carried over until the next meeting.

Chairman Rapp recognized Representative Stephen LaRoque to explain a new Proposed
Committee Substitute for House Bill 392 (AMEND DEFINITION OF MALT
BEVERAGE IN ABC LAW). Rep. LaRoque moved for the adoption of this new
Proposed Committee Substitute for H.B. 392 for consideration. Motion carried. Rep.
LaRoque recognized Mr. Michael Goss with the General Assembly’s Bill Drafting
Division, who explained the federal guidelines to the members. Rep. McGee offered an
amendment to the Proposed Committee Substitute for H.B. 392 (copy attached) and
moved for its adoption for consideration. Motion carried. Rep. McGee explained this
amendment to the members. Rep. LeRoque stated that he was OPPOSED to this
amendment offered by Rep. McGee. He stated that this amendment doesn’t belong in
this type of bill and stated that he thought this was a “catfish amendment”. Rep. McGee
stated that he did not offer this amendment as a catfish amendment to kill the bill. Rep.
Daughtridge stated that he felt that Rep. McGee’s amendment needs to be a separate
issue. Rep. Bordsen stated that she disagreed with what Rep. Daughtridge said. She
stated that she supports this amendment.



Rep. McGee stated that he would offer another amendment that would change the title of
the proposed committee substitute. This amendment was displaced temporarily to
discuss the bill. Rep. McGee said that he would like for the amendment to pass. Rep.
Faison encouraged the members to support this change. A vote was taken on the
amendment offered by Rep. McGee with 12 voting “For” the amendment and 15 voting
“Against” the amendment. The amendment failed.

Rep. Carney moved that the Proposed Committee Substitute for H.B. 392 be given a
FAVORABLE REPORT and that the original H.B. 392 be reported out with an
unfavorable report and that the PCS for H.B. 392 be re-referred to the Alcoholic
Beverage Control Committee. Rep. Faison stated that he was opposed to this proposed
committee substitute. A vote was taken on the motion for a Favorable Report to the
Proposed Committee Substitute for H.B. 392 to be re-referred to the Alcoholic
Beverage Control Committee; Unfavorable Report to the original bill. The motion
carried by a vote of 18 to 11.

There being no further business, the meeting was adjourned at 2:00 pm.

Respectfully submitted,
Representative Ray Rapp Dot H. Barber
Presiding Chairman Committee Assistant



HOUSE COMMITTEE ON COMMERCE

April 13,2005
Room #643 LOB 1:00 p.m.

Presiding Chair — Representative Ray Rapp

I. Call to Order
II. Introduction of Sgt.-at-Arms and Pages
III. Program:
H. B. 630 — Manufactured Homes Escrow Accounts (Representative Goforth)

H. B. 392 - Amend Definition of Malt Beverage in ABC Law (Representatives
LaRoque, Earle, Holliman and Daughtridge)

IV. Adjournment



NORTH CAROLINA HOUSE OF REPRESENTATIVES Page 1 of 1

Dot Barber (Rep. Rapp)

. From: Dot Barber (Rep. Rapp)

Sent:  Friday, April 08, 2005 9:55 AM
To: Rep. Beverly Earle; Rep. Hugh Holliman

Subject: House Commerce Committee Meeting

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2005-2006 SESSION

You are hereby notified that the Committee on COMMERCE will meet as follows:

DAY & DATE: Wednesday, April 13,2005
TIME: 1:00 p.m.
‘ LOCATION: #643 LOB

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
H.B. 392 - Amend Definition of Malt Beverages in ABC Law - (Representatives LaRoque, Earle,
Holliman, and Daughtridge)
H.B. 630 - Manufactured Homes Escrow Accounts (Representative Goforth)
Respectfully,

Representatives Daughtridge, Goforth, LaRoque, and
Rapp, Chairs

I hereby certify this notice was filed by the committee assistant at the following offices at 10:00 am on
April 8, 2005.

__X_Principal Clerk

__ X Reading Clerk - House Chamber

Dot Barber (Committee Assistant)

4/8/2005



W N -

NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
House Bill 630
AMENDMENT NO. # /
(to be filled in by |
H630-ARO-1 [v.1] Principal Clerk)
Page 1 of 1

bae_Lptcl> /3, s

Comm. Sub. [NO]
Amends Title [NO]

First Edition |

Representative ,@Mw

moves to amend the”bill on page 1, line 25, by deleting the word "seller" and
substituting the word "dealer".

SIGNED
Amendment Sponsor

SIGNED - o
Committee Chair if Senate Committee Amendment..-

ADOPTED _ FAILED - TABLED
o
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 630
Short Title: Manufactured Homes Escrow Accounts. (Public)

Sponsors:  Representatives Goforth; Harrell, LaRoque, and Wilkins.

Referred to: Commerce.

March 15, 2005

A BILL TO BE ENTITLED
AN ACT TO REQUIRE MANUFACTURED HOMES ESCROW ACCOUNTS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 143-143.21A(d) reads as rewritten:

"(d) The dealer shall return the deposit or other payment toward or payment for
the purchase price to the buyer if the buyer cancels the purchase before midnight of the
third business day after the date the buyer signed the purchase agreement or if any of the
material terms of the purchase agreement are changed by the dealer. To make the
cancellation effective, the buyer shall give the dealer written notice of the buyer's
cancellation of the purchase. The dealer shall return the deposit or other payment toward
or payment for the purchase price to the buyer within 15 business days after receipt of
the notice of cancellation or within three business days of any change by the dealer of
the purchase agreement. For purposes of this section, "business day" means any day
except Sunday and legal hohdays Each time the dealer glves the buyer a new set of
financing terss th 3 RS-are : i
buyer shall be given another three -day cancellatlon perlod The dealer shall not
commence setup procedures until after the final three-day cancellation period has
expired."

"(f)

SECTION 2. G.S. 143 143. 21A(f) reads as rewritten:

€$2-909}The dealer shall Dlace all d€DOSItS made by the buver in an escrow account to

be held until delivery and acceptance of the manufactured home by the buyer. To the
extent practicablethe-rules-shall proteet-allowable under federal bankruptcy laws, the
deposits held by the seller in the escrow account required by this subsection shall be
free from the claims of the creditors of a dealer that may thereafter be in bankruptcy.
The rules-shall-furtherprovidefor-funds held in the escrow account shall be subject to
the same requirements of subsection (d) of this section requiring the prompt return of a
buyer's deposit if the buyer is entitled to its return.”




General Assembly of North Carolina Session 2005

SECTION 3. This act is effective when it becomes law. ‘

Page 2 House Bill 630-First Edition



HOUSE BILL 630:
Manufactured Homes Escrow Accounts.

. ‘, (hd, a "",5
N
‘ BILL ANALYSIS

Committee: House Commerce Introduced by: Rep. Goforth
Date: March 30, 2005 Summary by: Karen Cochrane Brown
Version: First Edition Committee Co-Counsel

SUMMARY: House Bill 630 amends the law related to manufactured homes to require that buyers be
given a three-day cancellation period whenever the dealer changes the financing terms, and to require
that dealers place any money received from the buyer in an escrow account until delivery and
acceptance of the manufactured home.

CURRENT LAW:

In 2003, the Manufactured Homes law was amended to increase consumer protections for owners of
manufactured homes. Among the changes added in 2003 was a provision that required dealers to give
buyers a new three-day cancellation period every time the dealer changed the financing terms, unless the
terms were more favorable to the buyer. Also, that law directed the Manufactured Housing Board to adopt
rules concerning deposits and allowed the rules to exempt deposits of less than $2000.00. The rules were
also to protect the deposits from the claims of creditors to the extent possible if the dealer should go into
bankruptcy. '

.BILL ANALYSIS:

House Bill 630 amends the provision relating to returns of deposits when the buyer cancels the purchase
agreement to make unconditional the requirement that dealers give buyers a new three-day cancellation
period every time financing terms are changed. This bill deletes the provision that exempts the
requirement if the terms are more favorable to the buyer.

In addition, the bill requires dealers to place buyer deposits in an escrow account to be held until delivery
and acceptance of the manufactured home by the buyer. To the extent allowable by federal bankruptcy
law, the deposits are to be free from the claims of the creditors of the dealer. Funds held in escrow are
subject to return to the buyer if the buyer is entitled to its return.

This act would become effective when it becomes law.

H630-SMRO-001

(1)

'_'I;egiénlfa\tivg‘Sét‘viées Oﬁiée, o . North Cafoli(ia General zfisseknlgly_,, ) Research Dms;
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

HOUSE BILL 392
PROPOSED COMMITTEE SUBSTITUTE H392-CSMA-2 [v.1]

3/24/2005 1:44:32 PM

Short Title: Amend Definition of Malt Beverage in ABC Law. (Public)

Sponsors:

Referred to:

February 28, 2005

A BILL TO BE ENTITLED
AN ACT TO AMEND THE DEFINITION OF A MALT BEVERAGE UNDER THE
ALCOHOLIC BEVERAGE CONTROL LAWS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-101(9) reads as rewritten:
~"(9) 'Malt beverage' means beer, lager, malt liquor, ale, porter, and any
other brewed or fermented beverage containing at least ene-half-efone
pereent{0-5%),-and net-more-than—six—pereent(6%),—one-half of one
percent (0.5%) alcohol by volume." :
SECTION 2. G.S. 105-113.68(a) reads as rewritten:
"(a) Definitions. — As used in this Article, unless the context clearly requires
otherwise:
(1) “ABC—Commission"—means—ABC Commission. — the—The North
Carolina Alcoholic Beverage Control Commission established under
G.S. 18B-200.
(2) Repealed by Sessmn Laws 2004 170 s. 6 effectlve August 2, 2004

€)

"AR O AT

eﬂaem%se—%BG—pei%Haeaﬂs—a—pfeseﬂﬂy—vahd—pemeABC perm
—DeﬁnedlnGS 18B 101 ‘

(4)

)
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General Assembly of North Carolina Session 2005

(6)

(7)

&)

®)

(10)
(11)

(12)

(13)

(14)
(15)

wg&la%iens—ef—the—U-mted—S{a{es-Fortlﬁed wine. — Defined in
G.S. 18B-101.

“License™means—a—License. — A certificate, issued pursuant to this
Article by a city or county, that authorizes a person to engage in a
phase of the alcohohc beverage mdustry

Vel&me-Malt beverage. — Defined in G.S. 18B-101.

“Persop——has—the—same—meanne—as—in—G-5105-228.90.Person. —
Deﬁned in G.S. 105 728 90.

by—aﬂy—means—fer—eeaﬁdefaﬁen-Sale - Deﬁned 1n G S 18B 101

“Secretary—means-the-Secretary. — The Secretary of Revenue.

" .. . " e " .. ..
' Splﬂtﬂeﬁs hq&ei of the* Heans Ehstilled SpiHEs of ethil aleehels

éﬂa&e&Spmtuous liquor or hquor - Deﬁned in G.S. 18B 101.

" " 0

m—aeeerd&nee—wﬁh—%he%gu{aﬁens—ef;ehe—Uﬂﬁed—Sta{es—Unfomﬁed
wine. — Defined in G.S. 18B-101.

“Whelesaler-or-imperter—wher-Wholesaler or importer. — When used

with reference to wholesalers or importers of wine or malt beverages
includes resident wineries that sell their wines at retail and resident
breweries that produce fewer than 310,000 gallons of malt beverages
per year.

"Wine'-means-unfortified Wine. — Unfortified and fortified wine.
"Wine shipper-permittee"means-a- Wine shipper permittee. — A winery
that holds a wine shipper permit issued by the ABC Commission under
G.S. 18B-1001.1."

SECTION 3. This act is effective when it becomes law.

Page 2

House Bill 392 H392-CSMA-2 [v.1]
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NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
House Bill 392 #
AMENDMENT NO. /
: (to be filled in by
H392-AMAx-3 [v.2] Principal Clerk)

Page 1 of 1

Date W /2. 2005
I 4 7

Comm. Sub. [YES]
Amends Title [NO]
PCS H392-CSMA-2

Representative McGee

moves to amend the proposed committee substitute on page 2, line 39, by rewriting the
live to read" '
"SECTION 3. G.S. 105-113.80(a) reads as rewritten:

. '(a)BeerMalt Beverages. — In order to levy excise taxes on malt beverages at
an equitable rate for beverages with the same or similar alcoholic beverage content,
Anan excise tax of fifty-three and one hundred seventy-seven one thousandths cents
(53.177¢) per gallon is levied on the sale of malt beverages-beverages that have an
alcohol by volume content of not more than nine percent (9%). An excise tax of
seventy-nine and four hundred eighty-five one thousandths cents (79.485¢) per gallon is
levied on the sale of malt beverages that have an alcohol by volume content of more
than nine percent (9%) and up to and including sixteen percent (16%). An excise tax of
ninety and eighty-four hundredths cents (90.84¢) per gallon is levied on the sale of malt
beverages that have an alcohol by volume content greater than sixteen percent (16%).'

SECTION 4. This act is effective when it becomes law."

SIGNED
Amendment Sponsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED




HOUSE BILL 392: |
Amend Definition of Malt Beverage in the
Alcoholic Beverage Control Law.

' Y/
‘ LB
BILL ANALYSIS

Committee: House Commerce Introduced by: Rep. LaRoque
Date: March 30, 2005 Summary by: O. Walker Reagan,
Version: Proposed Committee Substitute Committee Co-Counsel

H392-CSMA-2 [v.1]

SUMMARY: The Proposed Committee Substitute for House Bill 392 would remove the current
maximum limit on alcoholic content of malt beverages of six percent. The bill would also make
conforming technical changes to the revenue laws to refer to define ABC terms by cross reference to
the Alcoholic Beverage Control Law.

CURRENT LAW:  Current law defines malt beverages as "beer, lager, malt liquor, ale, porter, and
any other brewed or fermented beverage containing at least one-half of one percent (0.5%), and not more
than six percent (6.0%), alcohol by volume." Sales of malt beverages with alcohol content in excess of
6.0% are illegal in the State. ‘

BILL ANALYSIS: Section 1 of the bill would remove the maximum cap of 6.0% and would allow
these malt beverages to be sold in the State regardless of their alcoholic content.

Section 2 of the bill amends the definition section of Article 20 of Chapter 105 - Revenue Laws
‘ that deals with alcoholic beverage license and excise taxes. These changes conform the definition in the
revenue statutes to the definitions in the alcoholic beverage control statutes by cross-reference to Chapter

18B —~ Alcoholic Beverage Control Act.

EFFECTIVE DATE: The bill would become effective when it becomes law.

H392-SMRU-001

Legisiative Services Office : " North Carolina General Assembly Research Division, 733-2578
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 392
Short Title: Amend Definition of Malt Beverage in ABC Law. (Public)

Sponsors:  Representatives LaRoque, Earle, Holliman, Daughtridge (Primary
Sponsors); L. Allen, Carney, Fisher, Glazier, Harrison, Johnson, Luebke,
Owens, and Ross.

Referred to: Alcoholic Beverage Control.

February 28, 2005

A BILL TO BE ENTITLED
AN ACT TO AMEND THE DEFINITION OF A MALT BEVERAGE UNDER THE
ALCOHOLIC BEVERAGE CONTROL LAWS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 18B-101(9) reads as rewritten:
"(9) 'Malt beverage' means beer, lager, malt liquor, ale, porter, and any
other brewed or fermented beverage containing at least ene-half-ef-one
S5%; i %)—one-half of one
percent (0.5%) alcohol by volume."
SECTION 2. This act is effective when it becomes law.

&



Quantity
Alcohol content

Retail price

Cost per oz. alcohol

Everclear
(grain alcohol)

25 oz bottle
95.0%

$15
$0.63

COST COMPARISON

Wild Irish Rose
(fortified wine)

25 oz bottle
18.0%
$3.50
$0.77

Budweiser

Six-pack
4.7%
$5
$1.33

Specialty beers cost from 40 to 880% more than alcohol already available in North Carolina

Awvailable in North Carolina

Not available in North Carolina

Sierra Nevada
Celebration Ale

Six-pack
6.8%
$9
$1.84

Rochefort 10
Trappist Ale

I | oz bottle
11.3%
$6
$4.75
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North Carolina joins Arkansas, Alabama, Mississippi,
South Carolina and West Virginia as the only states

forcing a 6% ABV limit on beer.
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2005 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representatives Daughtridge, Goforth, LaRoque and Rapp (Chairs) for the Committee
on Commerce.

[] Committee Substitute for

H.B. 392 ABILL TO BE ENTITLED AN ACT TO AMEND THE DEFINITION OF A
MALT BEVERAGE UNDER THE ALCOHOLIC BEVERAGE CONTROL LAWS.

] With a favorable report.

] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [] Finance [] L.

[] With a favorable report, as amended.

] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [_] Finance [] ]

X With a favorable report as to the committee substitute bill, unfavorable as to (the original
bill), and recommendation that the committee substitute bill be re-referred to the Committee
on ALCOHOLIC BEVERAGE CONTROL.)

(] with a favorable report as to House committee substitute bill (# ), L] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
(] With an unfavorable report, with a Minority Report attached.

[J Without prejudice.

(] With an indefinite postponement report.

(] With an indefinite postponement report, with a Minority Report attached.

] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
03/19/03



Minutes
HOUSE COMMITTEE ON COMMERCE
April 20, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, April 5, 2005, in
Room 643 LOB at 1:00 p.m. The following members were present: Representatives
Daughtridge, Goforth, LaRoque, and Rapp, Chairs; Representatives Rayfield, Vice Chair;
Representatives Allen, Almond, Brown, Carney, Cole, Coleman, Current, Dickson,
England, Faison, Frye, Gibson, Haire, Jeffus, Jones, McGee, McLawhorn, Pierce, Salus,
Stam, Tucker, Vinson, Walénd, Wiley, Wray. Assisting the meeting were Karen
Cochrane-Brown and Walker Reagan, Staff Counsel; Dot Barber, Rachel Dupree,
Patricia Freije, and Ann Jordan, Committee Assistants; Martha Parrish, Earl Coker,
Leslie Oakley, Fred Hines, and Frank Prevo, House Sgt.-at-Arms; House Pages Katie
Easter of Davidson County, sponsored by Rep. Holliman, and Christi Thompson of Wake
County, sponsored by Rep. Capps.

Chairman LaRoque called the meeting,to order and welcomed all persons in attendance.
Rep. LaRoque recognized Ms. Joan Myers, President & CEO of North Carolina
Technology Association who gave a ten-minute presentation on the Defense Technology
Innovation Center (Attachment I). Ms. Myers also handed out information to the
Members; a copy is attached.

Chairman LaRoque recognized Rep. Stam, who made a motion that the Proposed
Committee Substitute of House Bill 630 (Manufactured Homes Escrow Accounts,
sponsored by Rep. Goforth) be taken up for discussion purposes only. Motion passed.

Rep. Goforth was recognized to speak on the bill and he explained the language of the
bill. Rep. Goforth introduced Al Ripley, an attorney with the NC Justice Center. Mr.
Ripley spoke on behalf of the bill and discussed why such measures were needed.

Frank Fogler from the Department of Insurance was also recognized to speak, and
William Brewer, a bankruptcy lawyer from Raleigh fielded questions regarding how
bankruptcy affected the purchase of mobile homes.

Brad Lovin of the North Carolina Manufactured Housing Institute voiced opposition on
the bill, indicating that the legislation was an unnecessary measure.

Chairman LaRoque decided to refer HB 630 to a subcommittee for further study and
changes. He appointed the following members to serve: Faison, Gibson (chair), Sauls,
Stam, and Vinson.

There being no further business, the meeting was adjourned at 1:50pm.



Respectfully submitted,

//aKfrZIuO

Rep. Stephen LaRodue Pat {c1aB FreijeV
Presiding Chairman Comm1ttee Assistant




HOUSE COMMITTEE ON COMMERCE
April 20, 2005
LOB 643
1:00 PM

Presiding Chair — Representative Stephen LaRoque

I. Call to Order
II. Program

Presentation- Joan Myers, President & CEO of North Carolina Technology
Association

., 2

HB 630- Manufactured Homes Escrow Accounts (Representative Goforth)

I11. Adjournment

Y
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

- HOUSE BILL 630
PROPOSED COMMITTEE SUBSTITUTE H630-CSRO-7 [v.1]

4/20/2005 11:20:40 AM

Short Title: Manufactured Homes Escrow Accounts. (Public)

Sponsors:

Referred to:

March 15, 2005

A BILL TO BE ENTITLED
AN ACT TO REQUIRE MANUFACTURED HOMES ESCROW ACCOUNTS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 143-143.21A(d) reads as rewritten:

"(d) The dealer shall return the deposit or other payment toward or payment for
the purchase price to the buyer if the buyer cancels the purchase before midnight of the
third business day after the date the buyer signed the purchase agreement or if any of the
material terms of the purchase agreement are changed by the dealer. To make the
cancellation effective, the buyer shall give the dealer written notice of the buyer's
cancellation of the purchase. The dealer shall return the deposit or other payment toward
or payment for the purchase price to the buyer within 15 business days after receipt of
the notice of cancellation or within three business days of any change by the dealer of -
the purchase agreement. For purposes of this section, "business day" means any day
except Sunday and legal hohdays Each time the dealer glves the buyer a new set of
financing term th ANEIn S-are-me : buyer-terms, the
buyer shall be glven another three-day cancellatlon perrod The dealer shall not
commence setup procedures until after the final three-day cancellation period has
expired."

"(H)

SECTION 2. G.S. 143 143 21A(f) reads as rewrrtten

(—$2—OOO}—The dealer shall place all deposits made by the buyer in an escrow account to

be held until delivery and acceptance of the manufactured home by the buyer. To-the

extent-practicable-the—rules—shall-protectthe- The deposits held by the dealer in the

escrow account required by this subsection shall be free from the claims of the creditors

ofa dealer—tha{—may—thefeaﬁeﬁbe—m—barﬂeup%ey— dealer. The rulesshall-further provide

" for-funds held in the escrow account shall be subject to the same requirements of




General Assembly of North Carolina Session 2005

1  subsection (d) of this section requiring the prompt return of a buyer's deposit if the
2 buyer is entitled to its return.” '
3 SECTION 3. This act is effective when it becomes law.

Page 2 House Bill 630 H630-CSRO-7 [v.1]
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

HOUSE BILL 630
PROPOSED COMMITTEE SUBSTITUTE H630-CSRO-7 [v.1]

4/20/2005 11:20:40 AM

Short Title: Manufactured Homes Escrow Accounts. (Public)

Sponsors:

Referred to:

March 15, 2005

A BILL TO BE ENTITLED
AN ACT TO REQUIRE MANUFACTURED HOMES ESCROW ACCOUNTS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 143-143.21A(d) reads as rewritten:

"(d) The dealer shall return the deposit or other payment toward or payment for
the purchase price to the buyer if the buyer cancels the purchase before midnight of the
third business day after the date the buyer signed the purchase agreement or if any of the
material terms of the purchase agreement are changed by the dealer. To make the
cancellation effective, the buyer shall give the dealer written notice of the buyer's
cancellation of the purchase. The dealer shall return the deposit or other payment toward
or payment for the purchase price to the buyer within 15 business days after receipt of
the notice of cancellation or within three business days of any change by the dealer of
the purchase agreement. For purposes of this section, "business day" means any day
except Sunday and legal hohdays Each time the dealer glves the buyer a new set of
financing term th aRei RS- 8re—1e 70 buyer-terms, the
buyer shall be glven another three- day cancellatron perlod The dealer shall not
commence setup procedures until after the final three-day cancellation period has
expired."

"(f)

SECTION 2. GS. 143 143 21A(t) reads as rewritten:

$2,000)-The dealer shall place all deposits made by the buver in an escrow account to

be held until delivery and acceptance of the manufactured home by the buyer. Te-the

extent—practicable;the—rules—shall-protect-the-_The deposits held by the dealer in the

escrow account required by this subsection shall be free from the claims of the creditors

of a dealer-that-may-thereafter be-in-bankruptey— dealer. The rules-shall furtherprovide

for-funds held in the escrow account shall be subject to the same requirements of




General Assembly of North Carolina Session 2005

1 subsection (d) of this section requiring the prompt return of a buyer's deposit if the
2 buyer is entitled to its return."
3 SECTION 3. This act is effective when it becomes law.

Page 2 House Bill 630 ' H630-CSRO-7 [v.1]
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Defense Technology Innovation Center
INNOVATION AND MILITARY EXCELLENCE FOR SECURITY AND DEFENSE

»The Nation is facing a new
spectrum of threats. Military and
homeland security will leverage
revolutionary technologies to
address these challenges...1

> North Carolina is a global
leader in communications,
information technologies,
imaging, software, sensors,
nanotechnology, and advanced
manufacturing...2

»Connecting the technology and
scientific expertise in North
Carolina, with military knowledge
and relationships at our military
bases will create powerful
opportunities for new business...4

The New Threat'

National security used to be considered by
studying foreign frontiers, weighing opposing
groups of states, and measuring industrial
might. To be dangerous, an enemy had to
muster large armies. Threats emerged slowly,
often visibly, as weapons were forged, armies
conscripted, and units trained and moved into
place. Because large states were more
powerful, they also had more to lose. They
could be deterred.

Now threats can emerge quickly. An
organization like al Qaeda, headquartered in a
country on the other side of the earth, in a
region so poor that electricity or telephones
were scarce, could nonetheless scheme to
wield weapons of unprecedented destructive
power in the largest cities of the United States.

! Excerpts from The 9/11 Report, the National Commission on
Terrorist Attacks Upon the United States.

History

Cardlineg  Technelogy
(NCTA), @
wihich

technelogy business communily in Nert
Camoling, hes taken & leadership role in
NCs milfiery presence wilih
he Stels’s innovelion and R&D assets,
in en effort to convert fese resources
fnto procucis, compenies, and jobs. To
eccomplish s goel's, NCTA conceived
of the dea for & securfly and defense-
ft
Assembly end {he community.

The nation has committed enormous resources
to national security and to countering terrorism.
Between fiscal year 2001, the last budget
adopted before 9/11, and the present fiscal year
2004, total federal spending on defense,
homeland security, and international affairs
rose more than 50 percent, from $354 billion to
about $547 billion.

With its increased reliance and demand for
technology, the military is an important market
for technology development and commercial-
ization. Equally important, commercial appli-
cations for security technologies open the door
to much larger markets and growth
opportunities for early stage technology
companies developing technology and products
to meet these demands.




Technology and the Military

With its increased reliance and demand for technology, the By supporting soldiers with
military is an important market for technology development

and commercialization. Homeland security needs also drive  advanced technologies, the U.S.
demand for similar technologies and products. In fact, Forbes
magazine predicts, “...the money flowing into military and
homeland infrastructure security will leverage revolutionary first, understand first, decide and
technologies and materials of the new digital age. This will
fuel entrepreneurs and capitalists to combat terrorist threats,

collaterally spurring a new round of basic innovation.” survive and endure.

Army will lead in its ability to see

act first, finish decisively, and

The business opportunities in the fast-growing security and
defense sectors are significant and North Carolina is well positioned to serve these markets.

North Carolina - 4™ Largest Military Presence in the World

The Fayetteville/Cumberland County area is the home of Fort Bragg

and Pope Air Force Base, which each have unique capabilities. Fort /——_——a
Bragg hosts the XVIII Airborne Corps (America’s only airborne corps), /‘ * i
the 82™ Airborne Division, the U.S. Army Special Operations ~ Sa ,,-"
Command, and is one of the largest military complexes in the world \ J

with more than 45,000 active duty personnel. Pope AFB is adjacent to

Fort Bragg and serves as the forward deployment platform for the XVili Airborne Corps, and the home
of the 43d Airlift Wing. The total economic impact® of Fort Bragg to the local community is $5.84 Billion.
Pope AFB’s economic impact on the local economy is approximately $400 Million.*

In particular, the U.S. Army Special Operations Command (USASOC) is an important and distinctive
asset. USASOC is the most technologically skilled unit in the military. Having its own budget and
contracting vehicles, USASOC continually scouts for technologies that can be developed rapidly to
meet their immediate needs (6 to 18 month timeframe). Once identified, USASOC can utilize special
contracting vehicles to purchase the technology and fund its development. In addition to USASOC's
presence in the Fayetteville/Cumberland County area, the area is home to a number of transitioning
Special Operations Forces personnel who have started their own businesses selling products made
from off-the-shelf technology, as well as services, to USASOC. It is a unique market opportunity that
the Center can tap to grow technology businesses in North Carolina, and will be an important first step
for partnering with the military.

These important, and largely untapped, opportunities can become the drivers for new knowledge-based
business and job creation.

2 Mills, Mark P., “The Security-Industry Complex”, Forbes Magazine, November 15, 2004.
* Includes payroll, annual expenditures, estimated jobs-created value.
* Fayetteville Area Economic Development Corp., http://www.faedcnc.com, Metrovisions 2004.
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‘ North Carolina — Global Leader in Technology Development and Business

and Xerox.

w Within approximately an hour’s driving distance of Fayetteville is Research Triangle
| Park (RTP), recognized as home to world-class innovation and achievement.
RTP’s primary strengths are superior research and training institutions, and a large
pool of scientists and skilled workers. A number of the areas of technology strength
in RTP, including academic, government and corporate research and development,
have important applications for security and defense. These include advanced
materials, imaging, information technology hardware, software, microelectronics,
optics/photonics, sensors and telecommunications. In addition, RTP is home to
many leading technology companies, including Cisco Systems, Cree, EMC,
Lockheed Martin Information Technology, SAS Institute, SciQuest, Red Hat, IBM,

Connecting the technology and scientific expertise present in the RTP area, and other regions of the
state, with the military knowledge and relationships already located here will create powerful

opportunities for new business.

A New Model — Building From Our Streﬁgths

' A new model for business incubation was identified that had the
potential to bridge NC's innovation and military communities and
provide business start-up services and flexible facilities to accelerate
the formation and growth of early stage technology ventures.

The new model was identified based on a similar concept in Annapolis,
Maryland. The Chesapeake Innovation Center (CIC) — the first
Homeland Security Incubator in the country was launched by Business
Cluster Development (BCD), a consulting group that has launched
more than 25 incubator projects around the country — several of which
have won industry recognition as best practice incubators.

BCD was retained to assist NCTA with the creation of a plan for a
homeland security incubator. BCD creates successful incubators for its
clients based upon a proven model of sector-focused incubation. The
BCD Model has been replicated in universities, corporations, cities and
communities. On each project, BCD works closely with the community
to identify unique assets and partnerships that will contribute to a
unique sector focused competitive advantage for the client.

Distinguishing Factors:

» Sector focused to
leverage the unique
competitive advantage
of the region;

> Proximity to a strategic
partner to help
overcome significant
start-up barriers;

» Focus on services (vs.
space) as critical for
successful acceleration
of start-up companies.

Sector-focused incubation has proven to be a highly effective model for achieving economic
development goals. By targeting growth opportunities in specific sectors where a region has strengths,
sector-focused initiatives have helped to diversifying local economies and create jobs and wealth.




Defense Technology innovation Center

The Defense Technology Innovation Center will create
collaborations with the military, entrepreneurs and innovators that
will drive technology solutions, business development,
commercialization, and job creation in the Fayetteville/Cumberland
County region.

By providing specialized expertise, technology business assistance, technical
resources, and a network of valuable relationships, the Center will assist entrepreneurs and mnovators
with developing new businesses and dual use technologies focused on both military and commercial
needs in the areas of security and defense.

Ceals

» Generate successful, new technology businesses in Fayetteville;

» Develop technology solutions to security and defense problems
identified by the military;

» Foster collaborations among the military, entrepreneurs, universities
and technology companies to share ideas, understand needs, and
commercialize technologies;

» Create dual use applications in the security and homeland defense
sectors;

» Provide early stage funding to technology companies at the Center to
foster their growth;

» Create jobs for transitioning military and spouses and others in
Fayetteville; and

» Serve as a model of business incubation for North Carolina.

Key Components

Incubator — A 12,000 to 15,000 square foot military and market needs, and to build a

facility for 12 to 15 startup companies and up to network of relationships among the military,

10 affiliate companies. ‘universities, large technology companies and
entrepreneurs.

Collaborative Workbench — A space within

the facility equipped with the tools and Validation Fund — An early stage grant

engineering expertise to assist entrepreneurs program will provide $25,000 to $50,000

with prototype development, testing and investments in participating companies, to help

evaluation by the military that will enable the take them from concept to commercial

rapid creation of new technology. prototype and will help leverage other
investments.

Forum — To build collaborations, the Center will

conduct regular briefings, seminars and events Security Clearances — one or two key staff

to both create an exchange of information on will hold appropriate clearances.

The Center will assist entrepreneurs with generating new, just-in-time security and defense technology
solutions to meet the military’s technology needs, as well as business demands. ‘As part of its
operations, the Center will build a strong relationship with the military, developing a clear understanding
of its technology needs and requirements.



Best Practices Lead to Results

The Center will seek and find technologies and
companies that will meet specific requirements, and
then assist in the successful incubation of these
technologies and companies. In addition, by
collaborating with researchers and innovators in RTP
and throughout the state, commercialization of
technology will result. Other important outcomes, or

Business incubation programs accelerate
the successful development of
entrepreneurial companies*:

» 80% of businesses which participate in an
incubator program succeed;

> 84% of the businesses locate within five measures of success, include the creation of business

miles of the incubator site after graduating opportunities and knowledge-based jobs, including

from the incubator program. jobs for transitioning military and military spouses in

the Fayetteville/Cumberland County area. Affiliate

" Molinar, Lawrence, Business Incubation Works, (NBIA Companies who participate active|y in Center programs

Publications, 1997). but reside remotely, spin-off jobs into other regions in
the state.

The Center will help to strengthen the security and defense technology industries in North Carolina, and
create new business opportunities.

Security and Defense business incubation combined with regional strengfhs in business attraction,
trained workforce, and quality of life have the potential to create quality jobs as “graduate” companies
produce products and grow their operations.

Champions for the Center

The Defense Technology Innovation Center will be locally
driven, with the strong participation of local community
members. The Cumberland County Business Council will take a
leadership role in the Center. The Center will operate under the
not-for-profit umbrella of an existing, or “host’, 501(c)3
organization in the Fayetteville/Cumberland County area. The
Center will create an Advisory Board to provide oversight and
expertise specific to the Center’s mission and operations. Its
small professional staff will combine military, business and
technology expertise and experience.

NCTA and MCNC continue to work with the project, especially during its critical start-up phase, and
serve as important champions. NCTA and MCNC would collaborate with the host organization to share .
the expertise developed over the course of the project and the unique resources of both organizations.



Funding and Sustainability

Most incubators take 5 to 10 years to reach a self-sustaining level. In its initial phases, funding the
Center, as for all incubators, will require public funding. It is estimated that the Center will require a
subsidy of approximately $5 million for the first three years ($2 million-Year One, $1.5 million-Year Two
and Year Three). To create a sustainable model for the Center, a number of different sources would be
combined over time. Small shares of equity participation in client companies; a sponsorship program to
generate contributions from the business community; partnerships with the military, universities,
corporations, and organizations; program grants and funding from government and private sources;
and real estate arrangements with developers or landlords are among the options to fund the Center
over time and put it on a path to sustainability. This sustainable business model has been created and
utilized by Business Cluster Development to assist over 20 other business incubators throughout the
United States.

Next Steps

The Business Plan for the Defense Technology Innovation Center describes a course of action for the
creation of the incubator. At this point, the General Assembly should make a decision about whether to
proceed with the next steps for an incubator and the implementation of the business plan. If the
General Assembly approves the plan and decides to move forward with the creation of the Center, the
Cumberland County Business Council, with the support of NCTA and MCNC, will seek funding of
approximately $5 million for a three year period to subsidize the Center’s development and early
operations.

The incubation model developed for the Center has the potential to be replicated with North Carolina’s
other military base communities. If successful, the model developed for Fayetteville and Fort Bragg,
could be explored as an incubation model for the communities that house Seymour Johnson Air Force
Base and MCB Camp Lejeune.

“Science and technology have never been
more essential to the defense of the nation

and health of our economy.”

PRESIDENT GEORGE W. BUSH

Contact

Joan P.H. Myers, President & CEO
NCTA

225 Hillsborough Street

Suite 160

Raleigh, NC 27603

919.856.0393

www.NCEITA.org




MINUTES
HOUSE COMMITTEE ON COMMERCE
April 27, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, April 27, 2005, in Room 543
of the Legislative Office Building at 1:00 P. M. The following were present: Representative
Daughtridge, presiding Chair, Representatives Goforth and Rapp, Co-Chairs, Representative
Owens, Vice-Chair, Representative Rayfield was excused, and Representatives L. Allen,
Barnhart, Bordsen, Brown, Carney, Cole, Coleman, Current, Dickson, England, Faison, Frye,
Gibson, Haire, Jeffus, Jones, McGee, Pierce, Ray, Sauls, Stam, Vinson, Walend, Wiley, Wray
and Representative Cunningham, Ex-Officio. Assisting with the meeting were Karen Cochran-
Brown and Regan Walker, Staff Counsel, Dot Barber, Rachel Dupree, and Ann Jordan,
Committee Assistants. Also assisting were Frank Prevo, Linda Fuller, Bill Sullivan and Charles
Williams House Sergeants-at-Arms and House Pages, Carson Guy, sponsored by Representative
Daughtridge, Nash County, John Lane, sponsored by Speaker Black, Nash County, Keifer Wynn,
sponsored by Representative Dollar, Wake County, Arlane Belisle, sponsored by Speaker Black,
Ottawa, Canada, and Caitlin Sexton, sponsored by Representative Coleman, Johnston County.

Representative Daughtridge called the meeting to order, introduced the House Sergeants-at-Arms,
and the House Pages assisting with the meeting.

The order of business was PROPOSED COMMITTEE SUBSTITUTE H947-CSLY-D [v2] -
AN ACT TO REPLACE THE TAX CREDITS GENERALLY AVAILABLE UNDER THE
WILLIAM S. LEE QUALITY JOBS AND BUSINESS EXPANSION ACT WITH MORE
NARROWLY FOCUSED CREDITS FOR JOB CREATION AND BUSINESS
INVESTMENT; AND TO EXTEND THE JOB DEVELOPMENT INVESTMENT GRANT
PROGRAM. - sponsored by Representatives Owens, Gibson and Daughtridge. Representative
Owens discussed the proposed committee substitute and Canaan Huie from Bill Drafting
explained the changes.

Representative Gibson submitted an amendment to the committee substitute; discussion followed
by Committee Members and Representative Gibson motioned to give the bill with the amendment

a favorable report. The bill was referred to the House Committee on Finance.

The Committee adjourned at 2:00 P.M.

Respectfully submitted,

Representafive Bill Daught%’ ge ; Raché%upree ' ;

Presiding Chairman Committee Assistant




MINUTES
HOUSE COMMITTEE ON COMMERCE
April 27, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, April 27, 2005, in Room 643
of the Legislative Office Building at 1:00 P. M. The following were present: Representative
Daughtridge, presiding Chair, Representatives Goforth and Rapp, Co-Chairs, Representative
Owens, Vice-Chair, Representative Rayfield was excused, and Representatives L. Allen,
Barnhart, Bordsen, Brown, Carney, Cole, Coleman, Current, Dickson, England, Faison, Frye,
Gibson, Haire, Jeffus, Jones, McGee, Pierce, Ray, Sauls, Stam, Vinson, Walend, Wiley, Wray
and Representative Cunningham, Ex-Officio. Assisting with the meeting were Karen Cochran-
Brown and Regan Walker, Staff Counsel, Dot Barber, Rachel Dupree, and Ann Jordan,
Committee Assistants. Also assisting were Frank Prevo, Linda Fuller, Bill Sullivan and Charles
Williams House Sergeants-at-Arms and House Pages, Carson Guy, sponsored by Representative
Daughtridge, Nash County, John Lane, sponsored by Speaker Black, Nash County, Keifer Wynn,
sponsored by Representative Dollar, Wake County, Arlane Belisle, sponsored by Speaker Black,
Ottawa, Canada, and Caitlin Sexton, sponsored by Representative Coleman, Johnston County.

Representative Daughtridge called the meeting to order, introduced the House Sergeants-at-Arms,
and the House Pages assisting with the meeting.

The order of business was PROPOSED COMMITTEE SUBSTITUTE H947-CSLY-D [v2] -
AN ACT TO REPLACE THE TAX CREDITS GENERALLY AVAILABLE UNDER THE
WILLIAM S. LEE QUALITY JOBS AND BUSINESS EXPANSION ACT WITH MORE
NARROWLY FOCUSED CREDITS FOR JOB CREATION AND BUSINESS
INVESTMENT; AND TO EXTEND THE JOB DEVELOPMENT INVESTMENT GRANT
PROGRAM. - sponsored by Representatives Owens, Gibson and Daughtridge. Representative
Owens discussed the proposed committee substitute and Canaan Huie from Bill Drafting
explained the changes.

Representative Gibson submitted an amendment to the committee substitute; discussion followed
by Committee Members and Representative Gibson motioned to give the bill with the amendment

a favorable report. The bill was referred to the House Committee on Finance.

The Committee adjourned at 2:00 P.M.

Respectfully submitted,

| /

Reprsenive Bill Daughftridge .~ RacEel Dupree 1

Presiding Chairman Committee Assistant




IL.

III.

House Committee on Commerce
April 27, 2005

LOB 643
1:00 PM

Presiding Chair — Representative Bill Daughtridge

Call to Order

Program

HB 947 - Business Growth and Investment Act of 2005
Representatives Owens, Gibson, Daughtridge

HB 1208 - Extend Bill Lee Act — Certain Manufacturers
Representative Tolson

HB 1335 - Extend and Expand Bill Lee Act
Representatives Rapp, Goforth, LaRoque

Adjournment



HOUSE BILL 947:
Business Growth and Investment Act of 2005

BILL ANALYSIS
Committee: House Commerce Date: April 26, 2005
Introduced by: Reps. Owens, Gibson, Daughtridge Summary by: Y. Canaan Huie
Version: First Edition Committee Counsel
H947-CSLY-5

SUMMARY: This bill would create a new Article under Chapter 105 to provide tax credits to new and
expanding businesses, effective for taxable years beginning on or after January 1, 2006, and would
‘extend the sunset on the Job Development Investment Grant (JDIG) Program by two years.

BILL ANALYSIS:
Part 1. Replace Bill Lee Act.

The William S. Lee Quality Jobs and Business Expansion Act (hereinafter Bill Lee Act) was enacted in
1996, effective beginning with the 1996 tax year with a 2002 sunset. The Act is a package of State tax
incentives and has been modified in each subsequent year. The incentives are primarily in the form of
tax credits for investment in machinery and equipment and real property, for job creation, for worker
training, and for research and development. Counties are divided into five enterprise tiers based on the
unemployment rate, per capita income, and population growth of the county. For many of the credits,
the lower the tier of a county, the more favorable the incentive. The Act requires the Department of
Commerce and the Department of Revenue to report periodically on the credits allowed by the Act.

Before 1996, North Carolina had made little use of tax incentives to lure businesses to the State. Even
without incentives, North Carolina was consistently one of the top states in attracting industry. The
array of credits authorized by the Bill Lee Act was viewed as an experiment, to be evaluated in five
years to determine whether the incentives were cost effective and actually affected behavior, or merely
provided tax reductions to businesses that would have located or expanded in any case. In 2000, the
General Assembly extended the sunset on the act until January 1, 2006.!

This bill would create a new package of State tax incentives to replace the Bill Lee Act. Many of the
provisions of this proposed new Article are similar or identical to the provisions of the Bill Lee Act.
There are some significant differences however.

General Administration.

Under this bill, by November 30 of each year, the Department of Commerce would be required to assign
a tier designation to each of the 100 counties in the State. In order to make these assignments, the
Department would rank all counties based on the following factors: unemployment, median household
income, percentage population growth, and per capita assessed property value. Regardless of the
development factor, any county with a population of less than 12,000 would automatically be included

! There are several exceptions to the 2006 sunset date. Interstate air couriers are eligible to claim the credits for business
activity that occurs on or before January 1, 2010, provided that the interstate air courier entered into a real estate lease on or
before January 1, 2006 with an airport authority that provides for the lease of at least 100 acres of land for a term of at least
15 years. "Eligible major industries" that qualify as such before January 1, 2006, are also allowed to claim credits for
business activity that occurs on or before January 1, 2010. A taxpayer is an eligible major industry if it will invest at least
$100 million in acquiring, constructing, and equipping a facility and it is engaged in bioprocessing, the manufacture or
distribution of pharmaceuticals or medicines, aircraft manufacturing, computer manufacturing, motor vehicle manufacturing,
and semiconductor manufacturing.
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in the counties with the 40 highest rankings and any county with a population of less than 50,000 would
automatically be included in the counties with the 80 highest rankings. The 40 counties with the highest
ranking would be designated as development tier one, the next 40 highest counties would be designated
as development tier two, and the remaining counties would be designated as development tier three. A
county designated as a tier one county could not be redesignated as a higher tier until it had been at its
current tier for at least two consecutive years.

This differs in several keys ways from the Bill Lee Act. First, the Bill Lee Act designation is not
required until December 31. Second, in order to make the Bill Lee assignments, the Department of
Commerce ranks all 100 counties based on the following three factors: unemployment, average per
capita income, and percentage growth in population. The current bill would substitute median
household income for per capita income and add the new factor related to assessed progerty value per
capita. Third, under the Bill Lee Act, counties are divided into five tiers rather than three.

Under this bill, all of the credits would be allowed against the franchise tax levied in Article 3 of
Chapter 105, the income taxes levied in Article 4 of Chapter 105, the gross premiums tax levied in
Article 8B of Chapter 105, or a combination of these taxes. The credits allowed under the Bill Lee Act
are also allowed against these taxes; however, unlike this bill, under the Bill Lee Act, a taxpayer may
take a credit against only one of the three taxes.

Under this bill, the total amount of credits allowed could not exceed 50% of the cumulative amount of
the taxpayer's tax liability for franchise, income, and gross premiums taxes. Under the Bill Lee Act, the
credits are limited to 50% of the taxpayer's tax liability for the one tax against which the taxpayer
chooses to apply it. As with the Bill Lee Act, this cap would apply to the cumulative amount of credits
for the current year and carryforwards of credits from previous years. Under this bill, any unused credit
could be carried forward for the succeeding five years. This is also the standard carryforward period for
the Bill Lee Act, but there are numerous exceptions under that Act that provide for longer carryforward
provisions.

When filing a return for a taxable year in which the taxpayer engaged in activity for which the taxpayer
is eligible for a credit, the taxpayer would be required to submit a fee of $500 for each credit the
taxpayer intended to claim. The fee would be divided between the Department of Revenue and the
Department of Commerce and used to offset the costs of administering the new Article. Under the Bill
Lee Act, there is a maximum fee of $1,500 per taxable year: there would be no maximum fee under the
proposed new Article.

As under the Bill Lee Act, each taxpayer claiming a credit under the proposed new Article would be
required to provide any information required by the Secretary of Revenue to evaluate the eligibility of
the taxpayer for the credit claimed.

As under the Bill Lee Act, the Department of Revenue and the Department of Commerce would be
required to make several reports on the proposed new Article. By each April 1, the Department of

2 Under the Bill Lee Act, the Department of Commerce is also responsible for designating development zones. Development
zones are areas of higher poverty within urban centers. In order to be designated as a development zone, the area must satisfy
all of the following conditions: every census tract or block group in the zone is located in a city with a population of at least
5,000, the zone has a population of at least 1,000, more than 20% of the population of the zone is below the poverty level,
every census track or block group in the zone has more than 10% of its population below the poverty level or is immediately
adjacent to a census tract or block group that has more than 20% of its population below the poverty level, and no census
tract or block group in the zone is located in another development zone. Designation as a development zone is effective for
two years. Location in a development zone leads to more favorable treatment for the taxpayer with respect to the wage
standard, the credit for creating new jobs, the credit for investing in machinery and equipment, and the credit for worker
training. This bill does not contain any provisions related to development zones.

Legislative Services Office North Carolina General Assembly Legislative Drafting Division, 733-6660



House Bill 947

Page 3

Revenue would be required publish information itemized by credit and by taxpayer relating to the
amount and tier designation of new jobs, new real property investment, and new business property. The
Department of Commerce would be required to make biennial reports on tax equity and the impact of
the proposed new Article.

As with the Bill Lee Act, credits under the proposed new Article could not be taken more than six
months after the deadline for filing the tax return (including extensions) on which they were claimed.
This is more restrictive than is generally the case under North Carolina law. In general, an overpayment
may be refunded only if the discovery is made or the written request for a refund made within 3 years of
the date set by statutes for filing the return or within 6 months of the date of the overpayment, whichever
is later.
Basic Eligibility
Type of Business. Under this bill, in order to be eligible for a credit under the proposed new Article, a
taxpayer would be required to meet eligibility requirements with regards to type of business. Under the
proposed new Atrticle, business type would be determined solely by reference to the primary activity of
the particular establishment.> The following types of businesses would be eligible for credits under the
proposed new Article:

e Aircraft maintenance and repair.
Air courier services.
Customer service call centers, if at least 60% of the center's calls are incoming.
Electronic shopping and mail order houses.
Information technology and services.
Manufacturing.
Motorsports racing teams.
Research and development.
Warehousing.
Wholesale trade.

Business-type eligibility under the proposed new Article would be substantially different than under the
Bill Lee Act. Under the Bill Lee Act, business type eligibility depends on several factors including the
primary business of the taxpayer as a whole, the primary activity of the particular establishment®, the
location of the establishment, and the number of new jobs created. The following types of business are
eligible under the Bill Lee Act:

e Air courier services, if the primary business of the taxpayer is air courier services.

¢ Data processing, if the primary business of the taxpayer is data processing.

e Manufacturing, if the primary business of the taxpayer is manufacturing, warehousing, or
wholesale trade and the primary activity of the establishment is manufacturing.

e Warchousing, if the primary business of the taxpayer is manufacturing, warehousing, or
wholesale trade and the primary activity of the establishment is warehousing, or if the primary
activity of an establishment is warehousing, the establishment is located in an enterprise tier 1-3
area, and the establishment serves 25 or more establishments of the taxpayer.

> The definition of "establishment" under the proposed new Article is different from the definition of "establishment" under
the Bill Lee Act. Generally, under this definition, an establishment means a single physical location whereas the Bill Lee
definition revolves around accounting units, although usually it refers to a single location as well.

* An "establishment" is defined by NAICS (North American Industry Classification System) as the smallest operating entity
for which records provide information on the cost of resources — materials, labor, and capital — employed to produce the units
of output. In the United States, an establishment is generally a single physical location; although there are many exceptions
to this generality.
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e Wholesale trade, if the primary business of the taxpayer is manufacturing, warehousing, or
wholesale trade and the primary activity of the establishment is wholesale trade.

o Computer services, if the primary activity of the establishment is computer services.

e Electronic mail order house, if the primary activity of the establishment is an electronic mail
order house and the electronic mail order house is located in an enterprise tier 1-3 area and
creates at least 250 new jobs.

e Customer service center, if the primary business of the taxpayer is financial services or
telecommunications, the primary activity of the establishment is a customer service center, and
the center is located in an enterprise tier 1-3 area.

o Central office or aircraft facility, if the primary activity of the establishment is a central
administrative office or a training or maintenance center for an interstate air passenger carrier
and the establishment creates at least 40 new jobs.

Under the proposed new Article, motorsports racing teams would be eligible for credits whereas they are
not currently eligible under the Bill Lee Act. A larger group of manufacturers, warehousers, wholesale
traders, electronic mail order houses, and customer service centers would be eligible for credits under
the proposed new Article than under the Bill Lee Act. Under the proposed new Atrticle, credits for
central administrative office facilities would be eliminated and credits for data processing would be
replaced by credits for information technology and services.

Wage Standard. Under this bill, a taxpayer would be eligible for a credit under the proposed new
Article only if the jobs provided by the taxpayer met a wage standard. As with the Bill Lee Act, no
wage standard would apply in the lower-tiered areas.’ For development tiers two and three, the jobs
provided by the taxpayer would be required to pay at least the lower of 100% of the average county
wage or 110% of the average State wage. This differs significantly from the manner in which the wage
standard is calculated under the Bill Lee Act. Under the Bill Lee Act, for enterprise tier areas three
through five, the jobs provided by the taxpayer must pay at least 110% of the applicable average weekly
wage. The applicable average weekly wage of the county is the lowest of the following: the average
weekly wage for all insured private employers in the county, the average weekly wage for all insured
private employers in the State, and the average weekly wage for all insured private employers in the
county multiplied by the county income/wage adjustment factor.®

Under the proposed new Article, the wage standard would be calculated in different ways for the credit
for creating jobs and the credit for investing in business property. For the credit for creating jobs, the
average weekly wage of the jobs for which the credit was claimed and the average weekly wage of all
jobs at the establishment with respect to which the credit was claimed would be required to meet the
relevant wage standard. For the credit for investing in business property, the average weekly wage of all
jobs at the establishment with respect to which the credit was claimed must meet the relevant wage
standard. This is equivalent to how the wage standard is applied under the Bill Lee Act for the credits
for creating jobs and for investing in machinery and equipment. As with the Bill Lee Act, there would
no wage standard for the credit for investing in real property under the proposed new Article since that
credit would be available only in the lower-tiered counties where the wage standard requirement would
not apply.

3 Legislation enacted in 2002 eliminated the wage standard in tiers one and two under the Bill Lee Act. Under the proposed
new Article, no wage standard would apply in tier one. Tier one under the proposed new Article is roughly equivalent to tiers
one and two under the Bill Lee Act.

® The county income/wage adjustment factor is the county income/wage ratio divided by the State income/wage ratio. The
income/wage ratio is determined by dividing the average per capita income in the relevant jurisdiction by the annualized
average wage for all insured private employers in the jurisdiction.
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Under the Bill Lee Act, all jobs, including part-time jobs, must be included in the wage standard
calculation. However, part-time jobs that also provide health insurance are considered to have an
average weekly wage at least equal to the relevant wage standard. For the purpose of calculating the
wage standard, the weekly wage of a part-time job is converted to a full-time equivalency. Under the
proposed new Article, no part-time jobs would be included in the calculation of the wage standard. As
under the Bill Lee Act, all jobs that were filled for at least 1600 hours during the year in which the
taxpayer engaged in the activity for which a credit was claimed would be included in the wage standard
calculation under the proposed new Atticle even if those jobs were not filled at the time the taxpayer
claimed the credit.

Health insurance. As under the Bill Lee Act, a taxpayer would be required to provide health insurance
for all full-time jobs at the establishment in order to be eligible for a credit under the proposed new
Article. The taxpayer would be required to pay at least 50% of the premiums for health insurance that
met at least the minimum provisions of the basic health care plan of coverage recommended by the
Small Employer Carrier Committee. Each year that a taxpayer claimed an installment or carryforward
of a credit, the taxpayer would be required to provide certification that it continued to provide health
insurance for all full-time employees. If the taxpayer ceased to provide health insurance, the credit
would expire and the taxpayer would not be able to take any remaining installment or carryforward of
the credit.

Environmental Impact. As under the Bill Lee Act, a taxpayer would be ineligible for a credit under the
proposed new Article if the taxpayer had any pending administrative, civil, or criminal enforcement
action based on alleged significant violation of any program implemented by an agency of the
Department of Environment and Natural Resources or if the taxpayer had had any final determination of
responsibility for any significant administrative, civil, or criminal violation of any program implemented
by an agency of the Department of Environment and Natural Resources in the last five years. The
Secretary of Environment and Natural Resources would be required to notify the Department of
Revenue of all persons who currently had any of these pending actions or who had had any of these final
determinations in the past five years.

Safety and Health Programs. As under the Bill Lee Act, a taxpayer would be ineligible for a credit
under the proposed new Article if the taxpayer had any outstanding violations under the Occupational
Safety and Health Act that had become a final order for "willful serious" or "failure to abate serious"
violations within the past three years. The Department of Labor would be required to notify the
Department of Revenue of all employers who had had these citations become final orders in the past
three years.

Overdue Tax Debts. As under the Bill Lee Act, a taxpayer would be ineligible for a credit under the
proposed new Article if the taxpayer had any overdue tax debts. An overdue tax debt is any part of a tax
debt that remains unpaid 90 days or more after a notice of final assessment was mailed to the taxpayer.
A tax debt is a final assessment after all possibilities for appeal have been exhausted.

Under general existing law, if the Secretary of Revenue discovers that any tax is due from a taxpayer,
the Secretary must notify the taxpayer in writing of the Secretary's intent to assess the taxpayer for the
tax. The notice must describe the basis for the assessment, the amount of tax to be assessed and any
interest and penalties due. If the taxpayer disagrees with the assessment, the taxpayer has 30 days to
request a hearing before the Secretary. The Secretary must then schedule a hearing to occur within 90
days of the request. Within 90 days after the hearing, the Secretary must issue a decision on the hearing.
If the taxpayer does not request a hearing within the 30 days allowed, or if the Secretary finds that the
tax is due after the hearing, the proposed assessment becomes a final assessment. If a taxpayer disagrees
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with a final assessment, the taxpayer may appeal the decision to the Tax Review Board, and then on to

superior court, the Court of Appeals, and the Supreme Court.

Expiration. Under the Bill Lee Act, credits may expire for several reasons. If the taxpayer is no longer
engaged in an eligible type of business or if the number of jobs of an eligible business falls below the
minimum number required, the credit expires. Generally, if a credit expires, the taxpayer may not
continue to take installments of the credit, but may continue to take carryforwards of installments that
accrued in previous years'. The credit for creating jobs and the credit for investing in machinery and
equipment expire if the jobs are no longer filled or if the machinery and equipment are taken out of
service used in an eligible business. The credit does not expire if the enterprise tier designation of an
eligible taxpayer changes after the credit is first claimed. The credits under the proposed new Atrticle
would retain most of these expiration provisions, but would not expire if the jobs remained filled or the
business property remained in service but in a business that was not an eligible business.

Forfeiture. Under the Bill Lee Act, a taxpayer forfeits a credit if the taxpayer was not eligible for the
credit in the year in which the taxpayer engaged in the activity for which the credit was claimed. A
taxpayer that forfeits a credit is liable for all past taxes avoided as a result of the credit plus interest. The
past taxes and interest are due 30 days after the date the credit is forfeited. The credits under the
proposed new Article would retain these forfeiture provisions.

Specific Credits.

Credit for creating jobs, G.S. 105-129.78. Under this bill, a taxpayer would be allowed a credit for
creating new full-time jobs. In order to be eligible for this credit, the taxpayer would be required to
meet a job creation threshold based on the development tier designation of the location where the jobs
were created. The amount of the credit would vary depending on the development tier designation of
the area in which the job is located. A job would be located in an area if 50% or more of the employee's
duties were performed in the area. The full amount of the credit could not be taken in the first year, but
instead would be taken in four equal installments beginning with the taxable year following the year in
which the employee was hired. Jobs transferred from one part of the State to another would not qualify
for the credit. The amount of the credit and the job creation threshold would be equal to the amounts in
the following table based on the development tier area in which the job is located:

Area Development Tier Amount of Credit Threshold
Tier One $12,500 5
Tier Two 5,000 10
Tier Three 500 50

Under the proposed new Atrticle, if in one of the four years in which the installment of a credit accrues,
the jobs with respect to which the credit was taken were unfilled, the credit related to those specific jobs
would expire and the taxpayer would not be allowed to take any remaining installments of the credit. If,
in one of the four years in which the installment of a credit accrues, the total number of jobs fell below
the sum of the applicable job creation threshold and the number of jobs existing in the year before the
new jobs were created, the credits with respect to all the new jobs would expire and the taxpayer would
not be allowed to take any remaining installments of the credits. If, in one of the four years in which an
installment of the credit accrued, a job that qualified for the credit was subséquently transferred to
another area, the remaining installments of the credit would be calculated as if the job had been initially
located in the later area.

Under the proposed new Article, a taxpayer that will create new jobs in a specific area during the next
year could sign a letter of commitment with the Department of Commerce in order to lock-in the current

7 Expiration of a credit because the taxpayer ceases to provide health insurance is an exception to this general rule. In that
case, the taxpayer may not claim installments or carryforwards after the credit expires.
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year's development tier designations for the purposes of this credit. If the taxpayer created the jobs
within the next year, the taxpayer would be allowed to compute the amount of the credit based on the
designations in effect in either the year in which the letter of commitment was signed or the year in
which the jobs were created. If the taxpayer did not create the jobs in the next year, the taxpayer could
still claim a credit under the existing tier designation if the jobs were later created.

A taxpayer could not claim a credit under this proposed new Article and under the Bill Lee Act with
respect to the same job. This is important because the Bill Lee Act will remain in effect for a limited
group of taxpayers until 2010.

There are several significant differences between the proposed new credit for creating jobs and the credit
that currently exists under the Bill Lee Act (G.S. 105-129.8). First, the Bill Lee Act credit does not
require the taxpayer to meet a job creation threshold whereas the proposed new credit would. Second,
the amount of the credit per job is more generous for some taxpayers under this proposed credit than
under the existing Bill Lee Act credit. Third, under the Bill Lee Act credit, a letter of commitment
signed by the taxpayer allows the taxpayer to lock-in the current enterprise tier designation for the
following two years, whereas the proposed new credit would allow the taxpayer to lock-in the current
development tier designation for only the following year.

Credit for investing in machinery and equipment, G.S. 105-129.79. Under this bill, a taxpayer would be
allowed a credit for the cost of the eligible investment amount of business property placed into service
during a taxable year. The eligible investment amount is the lesser of (i) the cost of the eligible business
property and (ii) the net increase in eligible business property over the base year (the year of the
preceding three years in which the taxpayer had the largest amount of business property in service in the
State). In order to be eligible for the credit, the taxpayer would be required to place new business
property into service in excess of a threshold based on the development tier designation. The credit
would be taken in four equal installments, beginning the year after the equipment was placed in service.
The amount of the credit would be equal to a percentage of the eligible investment amount of the
business property. If the taxpayer placed eligible business property into service in more than one county
during a year, the threshold would apply separately to each county. If the taxpayer placed eligible
business property into service at more than one establishment in a single county during a year, the
threshold would apply jointly to all establishments within the county. The following table sets out the
relevant percentage and threshold for each development tier area:

Enterprise Tier Threshold Credit Percentage
Tier One $ -0- 7%
Tier Two 1,000,000 5%
Tier Three 10,000,000 4%

If in one of the four years in which the installment of a credit would accrue, the business property with
respect to which the credit was taken was disposed of, moved out of State, or taken out of service, the
credit would expire and the taxpayer could not take any remaining installments of the credit unless the
cost of that business property was offset in the same taxable year by the taxpayer's new investment in
business property. If eligible business property that qualified for a credit was subsequently transferred
to another area, the remaining installments of the credit would be calculated as if the business property
had been initially located in the later area

A taxpayer that would place specific business property in service at a specific location within the next
year could sign a letter of commitment with the Department of Commerce in order to lock-in the current
year's development tier designation for the purposes of this credit. If the taxpayer placed the eligible
business property in service within the next year, the taxpayer could compute the amount of the credit
based on the designations in effect in either the year in which the letter of commitment was signed or the
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year in which the business property was placed in service. If the taxpayer did not place the business
property in service in the next year, the taxpayer could still claim a credit under the existing tier
designation if the business property was later placed in service.

A taxpayer could not claim a credit under this proposed new Article and under the Bill Lee Act with
respect to the same business property. This is important because the Bill Lee Act will remain in effect
for a limited group of taxpayers until 2010.

There are significant differences between the proposed new credit for investing in business property and
the credit currently allowed under the Bill Lee Act for investing in machinery and equipment. First, the
thresholds under the proposed credit are generally higher than the thresholds under the existing credit.
However, under the proposed credit once the threshold has been met, the taxpayer may take a credit for
all of the eligible business property placed into service, not just the amount that exceeds the threshold as
is the case under the existing credit. Second, the definition of "business property" under the proposed
new credit is broader than the definition of "machinery and equipment" under the existing credit. Third,
the percentage that determines the amount of the credit under the proposed new credit is less than the
percentage for the existing credit for some taxpayers located in higher tiers. Fourth, the existing Bill
Lee Act credit allows a taxpayer to satisfy the threshold requirement over a two-year period when
property is being phased in over two years, whereas the proposed no credit would require the threshold
requirement to be satisfied in each year. Fifth, under the Bill Lee Act credit, a letter of commitment
signed by the taxpayer allows the taxpayer to lock-in the current enterprise tier designation for the
following two years, whereas the proposed new credit would allow the taxpayer to lock-in the current
development tier designation for only the following year.

Credit for substantial investment in other property, G.S. 105-129.79. Under this bill, a taxpayer that is
located in a development tier one area would be eligible for a credit for investment in real property. In
order for the taxpayer to claim this credit, the Secretary of Commerce would be required to make a
written determination that the taxpayer was expected to invest at least $10 million in real property at a
location within a three-year period and that the location would create at least 200 new jobs within two
years of the time that the property was first used in an eligible business. The taxpayer could begin to
claim the credit once the property was first used in an eligible business. The amount of the credit would
be equal to 30% of the eligible investment amount and could be taken in installments over a seven-year
period. There would no ceiling on the amount of the credit. The credit for investment in real property
would expire if the number of people employed at the location fell below 200.

A taxpayer could not claim both the proposed credit for investment in real property and the existing Bill
Lee Act credit for substantial investment in other property with respect to the same property. This is
important because the Bill Lee Act will remain in effect for a limited group of taxpayers until 2010.

There is only one significant difference between the proposed credit for investing in real property and
the existing credit for substantial investment in other property. The existing Bill Lee Act credit allows
for an extended carryforward period, 20 years, for unused amounts of that credit. The proposed credit
would be subject to the standard carryforward period of five years.

Expiring credits. The Bill Lee Act contains five credits that do not have a counterpart in this bill. Those
credits are as follows:

o (.S 105-129.94. Technology commercialization credit. The technology commercialization
credit is essentially an enhanced version of the credit for investing in machinery and
equipment for taxpayers that are making significant investments in certain types of
machinery and equipment. There is no similar enhancement in the proposed new Article.

Legislative Services Office North Carolina General Assembly Legislative Drafting Division, 733-6660



House Bill 947

Page 9
’ o G.S 105-129.10. Credit for research and development. The Bill Lee Act contains a credit
for research and development expenditures. In 2004, the General Assembly created a new,
stand-alone credit for research and development (See Article 3G of Chapter 105 of the
General Statutes). Therefore, no similar credit is included in the proposed new Article.

o G.S 105-129.11. Credit for worker training. The Bill Lee Act contains a credit with which
a taxpayer could offset certain worker training expenses. There is no similar credit in the
proposed new Article.

o G.S 105-129.12. Credit for investing in central office or aircraft facility property. The Bill
Lee Act contains a credit for investing in central office or aircraft facility property. The
credit was equal to 7% of the eligible investment amount and was capped at $500,000. There
is no similar credit in the proposed new Atrticle.

o GS. 105-129.13. Credit for development zone projects. This credit allowed a taxpayer to
claim a credit equal to 25% of a donation to a development zone agency for an improvement
project in a development zone. There is no similar credit in the proposed new Article.

Constitutional Concerns.

The credits under the proposed new Article would be vulnerable to attack under the reasoning of the
Cuno decision because they evince a clear preference for in-State economic activity at the expense of
out-of-state development. On September 2, 2004, the Sixth Circuit Court of Appeals issued its decision
in Cuno v. DaimlerChrysler, 386 F.3d 738, (6th Cir. (Ohio)). In that decision, the Court found that
Ohio's investment tax credit violated the Commerce Clause of the United States Constitution because it
(a) encouraged in-state economic development at the expense of out-of-state economic development and
(b) allowed the taxpayer to reduce pre-existing income tax liability by investing in-state but not by
investing out-of-state. ~

Although the Sixth Circuit's decision is not binding in North Carolina® and is subject to further review’,
a similar case could be brought in this jurisdiction. If the decision applicable in this jurisdiction
followed the reasoning of the Sixth Circuit opinion, the credits under the proposed new Article would be
ruled unconstitutional. If that happened, it is uncertain what the remedy would be. Possible remedies
could include ordering the State to provide retroactive credits to otherwise similarly situated taxpayers
who had made similar investments in other states.

Part I1. Extend JDIG.

S.L. 2002-172 created a new economic development tool for new and expanding businesses in North
Carolina, the Job Development Investment Grant (JDIG) Program. JDIG is used to attract businesses to
the State by allowing a five-member committee to award grants to businesses. The grants may be
awarded over as many as 12 years and the amounts of the grants are based on income tax withholdings
from new jobs created by the businesses. The committee may enter into no more than 25 agreements
per calendar year and may commit no more than $15 million in any fiscal year under all agreements
entered into during a single calendar year.'” When the General Assembly created the program it
imposed a two-year sunset on the authority of the committee to enter into new grant agreements. In

8 The decision is binding only in the states that compose the Sixth Circuit: Kentucky, Michigan, Ohio, and Tennessee.

? Ohio petitioned the Sixth Circuit Court of Appeals for rehearing en banc, but that petition was denied in January of 2005.
The state could also appeal the decision to the United States Supreme Court. Ohio recently received an extension of time to
file the appeal with the Supreme Court; that appeal must now be filed by mid-June of 2005.

1° Originally, the committee was limited to 15 agreements per year with a total cost not to exceed $10 million in any fiscal
year for agreements entered into in any one year. These amounts were increased in 2004 effective in that year.
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2004, the General Assembly voted to extend this sunset by one year. This bill would extend the sunset
‘ an additional two years, until January 1, 2008.

H0947¢l-SMLY-CSLY-5
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March 29, 2005

A BILL TO BE ENTITLED
AN ACT TO REPLACE THE TAX CREDITS GENFRALLY AVAILABLE UNDER
THE WILLIAM S. LEE QUALITY JOBS AND BUSINESS EXPANSION ACT
WITH MORE NARROWLY FOCUSED CREDITS FOR JOB CREATION AND
BUSINESS INVESTMENT; AND TO EXTEND THE JOB DEVELOPMENT
INVESTMENT GRANT PROGRAM.
The General Assembly of North Carolina enacts:
PART 1. REPLACE BILL LEE ACT
SECTION 1. Chapter 105 of the General Statutes is amended by adding a
new Article to read:
"Article 3H.
"Tax Credits for Growing Businesses.
"§ 105-129.70. Legislative findings.
The General Assembly finds that:
(1) Itis the policy of the State of North Carolina to stimulate economic
. activity and to create new jobs for the citizens of the State by
encouraging and promoting the expansion of existing business and
industry within the State and by recruiting and attracting new business
and industry to the State. |
(2)  Both short-term and long-term economic trends at the State, national.
and international levels have made the successful implementation of
the State's economic development policy and programs both more
critical and more challenging; and the decline in the State's traditional
industries, and the resulting adverse impact upon the State and its
citizens, have been exacerbated in recent years by adverse national and
State_economic trends that contribute to the reduction in the State's
industrial base and that inhibit the State's ability to sustain or attract
new and expanding businesses.
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3)

The economic condition of the State is not static and recent changes in
the State's economic condition have created economic distress that
requires a reevaluation of certain existing State programs and the
enactment of a new program as provided in this Article that is
desiened to stimulate new economic activity and to create new jobs
within the State.

The enactment of this Article is necessary to stimulate the economy
and create new jobs in North Carolina; and this Article will promote
the general welfare and confer, as its primary purpose and effect.
benefits on citizens throughout the State through the creation of new
iobs. an enlargement of the overall tax base. an expansion and

diversification of the State's industrial base, and an increase in revenue
to the State and its political subdivisions.

The purpose of this Article is to stimulate economic activity and to
create new jobs within the State.

The. State is in need of a focused tax credit program that encourages
and facilitates economic growth and development within the State.

The resources of the State are not evenly distributed throughout the
State and different communities have different abilities and needs in
attracting and maintaining new and expanding business and industry.

"§ 105-129.71. Definitions.

The following definitions apply in this Article:

(1)

Page 2

Aircraft maintenance and repair. — The provision of specialized
maintenance . or repair _services for commercial aircraft or the
rebuilding of commercial aircraft.’

Air courier services. — The furnishing of air delivery of individually
addressed letters and packages for compensation, in interstate
commerce, except by the United States Postal Service.

Business property. — Tangible personal property used in a business that
is capitalized under the Code.

Cost. — In the case of property owned by the taxpayer, cost is
determined pursuant to regulations adopted under section 1012 of the
Code. In the case of property the taxpayer leases from another, cost is
value as determined pursuant to G.S. 105-130.4(G)(2).

Customer service call center. — The provision of support service by a
business to its customers by telephone to support products or services
of the business.

Development tier. —The classification assigned to an area pursuant to
G.S. 105-129.73,

Electronic shopping and mail order houses. — An industry in electronic
shopping and mail order houses industry group 4541 as defined by
NAICS.

Establishment. — Defined in 29 C.F.R § 1904.46, as it existed on
January 1, 2002. '

House Bill 947 H947-CSLY-5 [v.2]
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(10)

(11)

Full-time job. — A position that requires at least 1.600 hours of work
per year and is intended to be held by one employee during the entire
year. A full-time employee is an employee who holds a full-time job.
Information technology and services. — An industry in one of the
following:

a. Internet service providers, web search portals, and data
processing subsector 518 as defined by NAICS.

Software publishers industry group 5112 as defined by NAICS.
Computer systems design and related services industry group
5415 as defined by NAICS. .
Manufacturing. — An industry in manufacturing sectors 31 through 33,

b.
c.

(12)

as defined by NAICS, but not including quick printing or_retail
bakeries.
Motorsports racing team. — A professional or semiprofessional racing

(13)

team primarily engaged in the research and development, design,
manufacture, repair, maintenance, and operation of motor vehicles
used in live motorsports racing events before a paying audience.

NAICS. — The North American Industry Classification System adopted

(14)

by the United States Office of Management and Budget as of
December 31..2002.
New job. — A full-time job that represents a net increase in the number

(15)

of the taxpaver's employees statewide. A new employee is an
employee who holds a new job. The term does not include a job
currently located in this State that is transferred to the business from a
related member of the business.

Overdue tax debt. — Defined in G.S. 105-243.1.

(16)

Purchase. — Defined in séction 179 of the Code.

(17)

Related entity. — Defined in G.S. 105-130.7A.

(18)

Research and development. — An industry in scientific research and

(19)

development services industry group 5417 as defined by NAICS.
Warehousing. — An industry in warehousing and storage subsector 493

(20)

as defined by NAICS. .
Wholesale trade. — An industry in wholesale trade sector 42 as defined

by NAICS.

"§ 105-129.72. Sunset: studies.

(a)  Sunset. — This Article is repealed effective for business activities. that occur
on or after January 1, 2010.

(b) Equity Study. — The Department of Commerce shall study the effect of the

tax_incentives provided in this Article on tax equity. This study shall include the

following:
1)

Reexamining the formula in G.S. 105-129.73(b) used to define
development tiers, to include consideration of alternative measures for
more equitable treatment of counties in similar economic

circumstances.

H947-CSLY-5 [v.2] House Bill 947 Page 3
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(2) Considering whether the assignment of tiers and the applicable
thresholds are equitable for smaller counties, for example those under
50,000 in population.

(3) Compiling any available data on whether expanding North Carolina
businesses receive fewer benefits than out-of-State businesses. that
locate to North Carolina.

(¢) Impact Study. — The Department of Commerce shall study the effectiveness
of the tax incentives provided in this Article. This study shall include:

(1) Studying the distribution of tax incentives across new and expanding
businesses and industries.

(2) Examining data on economic recruitment for the period from 2004
through the most recent year for which data are available by county, by
industry type. by size of investment, and by number of jobs. and other
relevant information to determine the pattern of business locations and
expansions before and after the enactment of this Article.

(3)  Measuring the direct costs and benefits of the tax incentives.

(4) Compiling available information on the current use of incentives by
other states and whether that use is increasing or declining.

(d) Report. — The Department of Commerce shall report the results of these
studies and its recommendations to the General Assembly biennially with the first report
due by April 1, 2007. :

"§ 105-129.73. Development tier désignation.

(a) Tiers Defined. — A development tier one area is a county whose annual
ranking is one of the 40 highest in the State. A development tier two area is a county
whose 'mnual ranking is one of the next 40 highest in the State. A development tier
three area is a county that is not in a lower-numbered development tier.

(b) Development Factor. — Each year, on or before November 30. the Secretary
of Commerce shall assign to each county in the State a development factor that is the
sum of the following:

(1) The county's rank in a ranking of counties by average rate of
unemployment from lowest to highest, for the preceding 12 months.

(2) The county's rank in a ranking of counties by median. houschold
income from highest to lowest, for the preceding 12 months.

(3) The county's rank in a ranking of counties by percentage growth in
population from highest to lowest, for the preceding 36 months.

(4)  The county's rank in a ranking of counties by assessed property value
per capita, from highest to lowest, for the most recent taxable year.

(c) __ Annual Ranking. — After computing the development factor as provided in
subsection (b) of this section, the Secretary of Commerce shall rank all the counties
within the State according to their development factor from highest to lowest.
Regardless of the actual development factor, any county that has a population of less
than 12.000 shall automatically be ranked one of the 40 highest counties and any county
that has a population of less than 50,000 shall automatically be ranked one of the 80
highest counties. The Secretary shall then identify all the areas of the State by

Page 4 House Bill 947 H947-CSLY-5 [v.2]
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development tier and publish this information. A development tier designation is

effective only for the calendar year following the designation.

(d) Data. — In measuring rates of unemployment and median household income,
the Secretary shall use the latest available data published by a State or federal agency
oenerally recognized as having expertise concerning the data. In measuring population

-and population growth, the Secretary shall use the most recent estimates of population

certified by the State Budget Officer. In measuring assessed property value, the
Secretary shall use the tax records prepared in each county. | »

(e) Exception for Development Tier One Areas. — Notwithstanding the
provisions of this section, a county designated as a development tier one area may not
be redesignated as a higher-numbered development tier area until it has been in its
development tier area for at least two consecutive years.

(f) __ Exception for Two-County Industrial Park. — For the purpose of this Article.
an eligible two-county industrial park has the lower development tier designation of the
desicnations of the two counties in which it is located if it meets all of the following
conditions: '

(1) Tt is located in two contiguous counties, one of which has a lower
development tier designation than the other.

(2) At least one-third of the park is located in the county with the lower

| tier designation.

(3) It is owned by the two counties or a joint agency of the counties.

(4) _ The county with the lower tier designation contributed at least the
lesser of one-half of the cost of developing the park or a proportion of
the cost of developing the park equal to the proportion of land in the
park located in the county with the lower tier designation.

"§ 105-129.74. Eligibility; forfeiture.

(a) Eligible Business. — A taxpayer is eligible for a credit under this Article only
with respect to activities occurring at an establishment whose primary activity is listed
in this subsection. The primary activity of an establishment is determined based on the
establishment's principal product or group of products produced or distributed, or
services rendered '

(1)  Aircraft maintenance and repair.

(2)  Air courier s€rvices.

(3) Customer service call centers, if at least sixty percent (60%) of the
center's calls are incoming. '

(4)  Electronic shopping and mail order houses.

(5) Information technology and services.

(6) Manufacturing.

(7)  Motorsports racing team.

(8)  Research and development.

(9) Warehousing

(10) Wholesale trade.
(b) Wage Standard. — A taxpayer is eligible for a credit under this Article in a
development tier two or three area if the taxpayer satisfies a wage standard. Jobs satisfy

H947-CSLY-5 [v.2] House Bill 947 Page 5
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the wage standard if they pay an average weekly wage that is at least equal to the lesser
of one hundred ten percent (110%) of the average wage for all insured private
emplovyers in the State and one hundred percent (100%) of the average wage for all
insured private employers in the county. The Department of Commerce must annually
publish the wage standard for each county.

In making the wage calculation, the taxpayer must include any jobs that were filled
for at least 1.600 hours during the calendar year the taxpayer engages in the activity that
qualifies for the credit even if those jobs are not filled at the time the taxpayer claims
the credit. For a taxpayer with a taxable year other than a calendar year, the taxpayer
must use the wage standard for the calendar year in which the taxable year begins. Only
full-time jobs are included when making the wage calculation.

(c)  Health Insurance. — A taxpayer is eligible for a credit under this Article if the
taxpayer provides health insurance for all of the full-time jobs at the establishment with
respect to which the credit is claimed when the taxpayer engages in the activity that
qualifies for the credit. For the purposes of this subsection, a taxpayer provides health
insurance if it pays at least fifty percent (50%) of the premiums for health care coverage
that equals or exceeds the minimum provisions of the basic health care plan of coverage
recommended by the Small Employer Carrier Committee pursuant to G.S. 58-50-125.

Each vear that a taxpayer claims a credit or carryforward of a credit allowed under
this Article. the taxpayer must provide with the tax return the taxpayer's certification
that the taxpaver continues to provide health insurance for all the jobs at the
establishment with respect to which the credit was claimed. If the taxpayer ceases to
provide health insurance for the jobs during a taxable year, the credit expires and the
taxpaver may not take any remaining installment or carryforward of the credit.

~ (d) Environmental Impact. — A taxpayer is eligible for a credit allowed under this
Article only if the taxpayer certifies that, at the time the taxpayer claims the credit, the
taxpaver has no pending administrative, civil, or criminal enforcement action based on
alleged significant violations of any program implemented by an agency of the
Department of Environment and Natural Resources, and has had no final determination
of responsibility for any significant administrative, civil, or criminal violation of any
program implemented by an agency of the Department of Environment and Natural
Resources within the last five years. A significant violation is a violation or alleged
violation that does not satisfy any of the conditions of G.S.143-215.6B(d). The

1 Secretary of Environment and Natural Resources must notify the Department of

Revenue annually of every person that currently has any of these pending actions and
every person that has had any of these final determinations within the last five vears.

()  Safety and Health Programs. — A taxpayer is eligible for a credit allowed
under this Article only if the taxpayer certifies that, as of the time the taxpayer claims
the credit, at the establishment with respect to which the credit is claimed, the taxpayer
has no citations under the Qccupational Safety and Health Act that have become a final
order within the past three years for willful serious violations or for failing to abate
serious violations. For the purposes of this subsection. "serious violation" has the same
meaning as in G.S. 95-127. The Commissioner of Labor must notify the Department of
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Revenue annually of all emplovers who have had these citations become final orders
within the past three yeats.

()  Overdue Tax Debts. — A taxpayer is not eligible for a credit allowed under
this Article if. at the time the taxpayer claims the credit or an installment or
carryforward of the credit, the taxpayer has received a notice of an overdue tax debt and
that overdue tax debt has not been satisfied or otherwise resolved.

(g) Forfeiture. — A taxpayer forfeits a credit allowed under this Article if the
taxpayer was not eligible for the credit for the calendar year in which the taxpayer
enpaged in the activity for which the credit was claimed. In addition, a taxpayer forfeits
a credit for investment in real property under G.S. 105-129.80 if the taxpayer fails to
timely create the number of required new jobs or to timely make the required level of
investment required under G.S. 105-129.80(b). A taxpayer that forfeits a credit under
this Article is liable for all past taxes avoided as a result of the credit plus interest at the
rate established under G.S. 105-241.1(i), computed from the date the taxes would have
been due if the credit had not been allowed. The past taxes and interest are due 30 days
after the date the credit is forfeited; a taxpayer that fails to pay the past taxes and
interest by the due date is subject to the penalties provided in G.S. 105-236.

(h) Change in Ownership of Business. — As used in this subsection, the term
'business' means a taxpayer or an establishment. The sale, merger, consolidation,
conversion. acquisition, or bankruptcy of a business, or any transaction by which an
existing business reformulates itself as another business, does not create new eligibility
in a succeeding business with respect to credits for which the predecessor was not
cligible under this Article. A successor business may, however, take any credit or
carried-over portion of a credit that its predecessor_could have taken if it had a tax
liability. The acquisition of a business is a new investment that creates new eligibility in
the acquiring taxpayer under this Article if either of the following conditions is met:

(1) The business closed before it was acquired.

(2) The business was required to file a notice of plant closing or mass
layoff under the federal Worker Adjustment and Retraining
Notification Act, 29 U.S.C. § 2101, before it was acquired.

(i)  Advisory Ruling. — A taxpayer may request in writing from the Secretary of
Revenue specific _advice regarding eligibility for a credit under this Article.
G.S. 105-264 governs the effect of this advice. A taxpayer may not legally rely upon
advice offered by anv other State or local government official or employee acting in an
official capacity regarding eligibility for a credit under this Article.

()  Planned Expansion. — A taxpayer that signs a letter of commitment with the
Department of Commerce, after the Department has calculated the development tier
designations for the next year but before the beginning of that taxable year, to undertake
specific activities at a specific site within the next taxable year may calculate the credit
for which it qualifies based on the location's development tier designation in the year in
which the letter of commitment was signed by the taxpayer.

"§ 105-129.75. Tax election; cap; carryforwards; limitations.
(a) Tax Election. — The credits provided in this Article are allowed against the

franchise tax levied in Article 3 of this Chapter, the income taxes levied in Article 4 of
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this Chapter. and the gross premiums tax levied in Article 8B of this Chapter. The
taxpaver ‘may divide a credit between the taxes against which it is allowed.
Carryforwards of a credit may be divided between the taxes against which it is allowed
without regard to the original election.

(b) Cap. — The credits allowed under this Article may not exceed fifty percent
(50%) of the cumulative amount of taxes against which they are claimed for the taxable
year, reduced by the sum of all other credits allowed against those taxes. except tax
payments made by or on behalf of the taxpayer. This limitation applies to the
cumulative amount of credit. including carryforwards, claimed by the taxpayer under
this Article against the taxes for the taxable year. Credits that may eliminate only a
portion of the taxpayer's liability must be taken before credits that may eliminate all of a
taxpaver's liability, which in turn must be taken before any credits that are refundable.

(c) Carryforward. — Any unused portion of a credit under this Article may be
carried forward for the succeeding five years.

(d) Statute of Limitations. — Notwithstanding Article 9 of this Chapter, a taxpayer
must claim a credit under this Article within six months after the date set by statute for
the filing of the return, including any extensions of that date.

§ 105-129.76. Fees and reports.

(a) Fee. — When filing a return for a taxable year in which the taxpayer engaged
in activity for which the taxpayer is eligible for a credit under this Article. the taxpayer
must pay the Department of Revenue a fee of five hundred dollars ($500.00) for each
credit the taxpaver claims or intends to claim. The fee is due at the time the return is due
for the taxable vear in which the taxpayer engaged in the activity for which the taxpayer
is eligible for a credit. No credit is allowed under this Article for a taxable year until all
outstanding fees have been paid. The Secretary of Revenue shall retain three-fourths of
the proceeds of the fee imposed in this section for the costs of administering and
auditing the credits allowed in this Article. The Secretary of Revenue shall credit the
remaining proceeds of the fee imposed in this section to the Department of Commerce
for the costs of administering this Article. The proceeds of the fee are receipts of the

| Department to which they are credited.

(b) Reports. — The Department of Revenue shall publish by April 1 of each year
the following information itemized by credit and by taxpayer for the 12-month period
ending the preceding December 31.

(1)  The number of claims for each credit allowed in this Article.

(2) The number and development tier area of new _jobs with respect to
which credits were claimed. |

(3)  The cost and development tier area of business property with respect to
which credits were claimed.

(4)  The cost and development tier area of real property investment with
respect to which credits were claimed.

"§ 105-129.77. Substantiation. '

(a) Records. — To claim a credit allowed by this Article, the taxpayer must
provide any. information required by the Secretary of Revenue. Every taxpayer claiming
a credit under this Article shall maintain and make available for inspection by the

Page 8 House Bill 947 ‘ H947-CSLY-5 [v.2]
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Secretary of Revenue any records the Secretary considers necessary to determine and
verify the amount of the credit to which the taxpayer is entitled. The burden of proving
eligibility for the credit and the amount of the credit shall rest upon the taxpayer, and no
credit shall be allowed to a taxpayer that fails to maintain adequate records or to make
them available for inspection.

(b) Documentation. — Each taxpayer must provide with the tax return qualifying
information for each credit claimed under this Article. The qualifying information must
be in the form prescribed by the Secretary and must be siened and affirmed by the
individual who signs the taxpayer's tax return. The information required by this
subsection is information demonstrating that the taxpayer has met the conditions for
qualifying for a credit and any carryforwards, and includes the following:

(1)  The physical location of the jobs and investment with respect to which
the credit is claimed, including the street address and the development
tier designation of the location.

(2) The type of business with respect to which the credit is claimed. and

the average weekly wage at the facility with respect to which the credit
is claimed.

(3)  Any other qualifying information related to a specific credit allowed
-under this Article.

"§ 105-129.78. Credit for creating jobs.

(a) Credit. — A taxpayer that meets the eligibility requirements set out in
G.S. 105-129.74 and satisfies the threshold requirement for new job creation in this
State under subsection (b) of this section during the taxable year is allowed a credit for
creating those new jobs. The amount of the credit for each new job created is set out in
the table below and is based on the development tier designation of the county in which
the job is located. '

‘Area Development Tier Amount of Credit
Tier One $12.500
Tier Two 5,000
Tier Three | 500

(b) Threshold. — The applicable threshold is the appropriate amount set out in the
following table based on the development tier designation of the county where the new
jobs are created during the taxable year. If the taxpayer creates new jobs at more than
one eligible establishment in a county during the taxable year, the threshold applies to
the aggregate number of new jobs created at all eligible establishments within the
county during that year, If the taxpayer creates new jobs at eligible establishments in
different counties during the taxable vear, the threshold applies separately to the
aggregcate number of new jobs created at eligible establishments in each county.

Area Development Tier Threshold
Tier One ' 5
Tier Two 10
Tier Three 50

(c) Calculation. — A job is located in a county if more than fifty percent (50%) of
the employee's duties are performed in the county. The number of new jobs a taxpayer

H947-CSLY-5 [v.2] House Bill 947 Page 9
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creates during the taxable vear is determined by subtracting the average number of
full-time emplovees the taxpayer had in this State during the 12-month period preceding
the beginning of the taxable year from the average number of full-time employees the
taxpaver has in this State during the taxable year.

(d) Installments. — The credit may not be taken in the taxable year in which the
new jobs are created. Instead. the credit must be taken in equal installments over the
four vears following the taxable year in which the new jobs were created and is
conditional upon the continued maintenance of those jobs by the taxpayer. If, in one of
the four vears in which the installment of a credit accrues, a job is no longer filled, the
credit with respect to that job expires and the taxpayer may not take any remaining
installment of the credit with respect to that job. If. in one of the years in which the
installment of a credit accrues, the number of the taxpayer's full-time employees falls
below the sum of the applicable threshold and the number of full-time employees the
taxpayer had in the vear before the year in which the taxpayer qualified for the credit,
the credits with respect to all of the new jobs expire and the taxpayer may not take any
remaining installments of the credits. When a credit expires under this subsection, the
taxpayer may, however, take the portion of an installment that accrued in a previous
vear and was carried forward to the extent permitted under G.S. 105-129.75.

(e) Transferred Jobs. — Jobs transferred from one area in the State to another area
in the State are not considered new jobs for purposes of this section. Jobs transferred to
the taxpayer from a related member of the taxpayer are not considered new jobs for
nurposes of this section. If. in one of the four years in which the installment of a credit
accrues, the jobs with respect to which the credit was claimed are moved to an area in a
higher-numbered development tier, the remaining installments of the credit are allowed
only to the extent they would have been allowed if the jobs were initially created in the
area to which they were moved. If. in one of the years in which the installment of a
credit accrues, the jobs are moved to an area in a lower-numbered development tier, the
remaining installments of the credit must be calculated as if the jobs had been created
initially in the area to which they were moved. '

()  Wage Standard. — For the purposes of this section, a taxpayer satisfies the
wage standard requirement of G.S.105-129.74 only if the taxpayer satisfies the
requirement with respect to both the new jobs, considered collectively, for which a
credit is claimed and all of the jobs at the establishment, considered collectively, with
respect to which a credit is claimed.

() No Double Credit. ~ A taxpayer may not claim a credit under this section
with respect to jobs for which a taxpayer claims a credit under G.S. 105-129.8.

"§ 105-129.79. Credit for investing in business property.

(a)  General Credit. — A taxpayer that has purchased or leased business property
and placed it in service in this State during the taxable vear and that has satisfied the
threshold requirements of subsection (c) of this section is allowed a credit equal to the
applicable percentage of the eligible investment amount. Business property is eligible if
it is not leased to another party. The credit may not be taken for the taxable year in
which the business property is placed in service but shall be taken in equal installments

Page 10 House Bill 947 H947-CSLY-5 [v.2]
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over the four vears following the taxable year in which it is placed in service. The
applicable percentage is as follows:

Area Development Tier Applicable Percentage
Tier One 7%
Tier Two 5%
Tier Three 4%

(b) Eligible Investment Amount. — The eligible investment amount is the lesser
of (i) the cost of the eligible business property and (ii) the amount by which the cost of
all of the taxpayer's eligible business property that is in service in this State on the last
day of the taxable vear exceeds the cost of all of the taxpayer's eligible business
property that was in service in this State.on the last day of the base year. The base year
is that vear. of the three immediately preceding taxable years, in which the taxpayer had
the most eligible business property in service in this State.

()  Threshold. — The applicable threshold is the appropriate amount set out in the
following table based on the development tier where the eligible business property is
placed in service during the taxable year. If the taxpayer places eligible business
property in service at more than one establishment in a county during the taxable year,
the threshold applies to the aggregate amount of eligible business property placed in
service during the taxable year at all establishments in the county. If the taxpayer places
eligible business property in service at_establishments in different counties. the
threshold applies separately to the aggregate amount of eligible business property
placed in service in each county.

Area Development Tier Threshold
Tier One $ -0-

Tier Two ' 1,000,000

Tier Three ' 10.000.000

(d) Expiration. — As used in this subsection. the term "disposed of" means -
disposed of, taken out of service, or moved out of State. If, in one of the four years in
which the installment of a credit accrues, the business property with respect to which
the credit was claimed is disposed of, the credit expires and the taxpayer may not take
any remaining installment of the credit for that business property unless the cost of that
business property is offset-in the same taxable year by the taxpayer's new inivestment in
eligible business property placed in service in the same county. as provided in this
subsection. If, during the taxable year the taxpayer disposed of the business property for
which installments remain, there has been a net reduction in the cost of all the taxpayer's
eligible business property that are in service in the same county as the business property
that was disposed of, and the amount of this reduction is greater than twenty percent
(20%) of the cost of the business property that was disposed of, then the taxpayer
forfeits the remaining installments of the credit for the business property that was
disposed of. If the amount of the net reduction is equal to twenty percent (20%) or less
of the cost of the business property that was disposed of, or if there is no net reduction,
then the taxpayer does not forfeit the remaining installments of the expired credit. In
determining the amount of any net reduction during the taxable year, the cost of
business property the taxpayer placed in service during the taxable year and for which

H947-CSLY-5 [v.2] House Bill 947 Page 11
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the taxpayer claims a credit under Article 3A or Article 3B of this Chapter may not be
included in the cost of all the taxpayer's eligible business property that is in service. If in
a single taxable year business property with respect to two or more credits in the same
county are disposed of. the net reduction in the cost of all the taxpayer's_eligible
business property that is in service in the same county is compared to the total cost of all
the business property for which credits expired in order to determine whether the
remaining installments of the credits are forfeited.

The expiration of a credit does not prevent the taxpayer from taking the portion of an
installment that accrued in a previous year and was carried forward to the extent
permitted under G.S. 105-129.75.

If. in one of the four years in which the installment of a credit accrues, the business
property with respect to which the credit was claimed is moved to a county in a
higher-numbered development tier, the remaining installments of the credit are allowed
only to the extent they would have been allowed if the business property had been
placed in service initially in the county to which it was moved. If. in one of the four
vears in which the installment of a credit accrues, the business property with respect to
which a credit was claimed is moved to a county in a lower-numbered development tier,
the remaining installments of the credit must be calculated as if the business property
had been placed in service initially in the county to which it was moved.

(¢) Wage Standard. — For the purposes of this section, a taxpayer satisfies the
wage standard requirement of G.S.105-129.74 only if the taxpayer satisfies _the
requirement with respect to all of the jobs at the establishment, con31dered collectively,
with respect to which a credit is claimed.

() No Double Credit. — A taxpayer may not claim a credit under this section
with respect to business property for which the taxpayer claims a credit under
G.S. 105-129.9 or G.S. 105-129.9A.

"8 105-129.80. Credit for investment in real property.

(a) Credit. — If a taxpayer that has purchased or leased real property in a
development tier one area begins to use the property in an eligible business during the
taxable vear, the taxpayer is allowed a credit equal to thirty percent (30%) of the eligible
investment amount if all of the eligibility requirements of G.S.105-129.74 and of
subsection (b) of this section are met. For the purposes of this section, property is
located in a development tier one area if the area the property is located in was a
development tier one area at the time the taxpayer made a written application for the
determination required under subsection (b) of this section. The eligible investment
amount is the lesser of (i) the cost of the property.and (ii) the amount by which the cost
of all of the real property the taxpayer is using in this State in an eligible business on the
last day of the taxable vear exceeds the cost of all of the real property the taxpayer was
using in this State in an eligible business on the last day of the base year. The base year
is that year, of the three immediately preceding taxable years, in which the taxpayer was
using the most real property in this State in an eligible business. In the case of property
that is leased. the cost of the property is not determined as provided in G.S. 105-129.71
but is considered to be the taxpayer's lease payments over a seven-year period, plus any
expenditures made by the taxpayer to improve the property before it is used by the
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taxpaver if the expenditures are not reimbursed or credited by the lessor. The entire
credit may not be taken for the taxable year in which the property is first used in an
eligible business but shall be taken in equal installments over the seven years following
the taxable year in which the property is first used in an eligible business. When part of
the property is first used in an eligible business in one year and part is first used in an
eligible business in a later year, separate credits may be claimed for the amount of
property first used in an eligible business in each year. The basis in any real property for
which a credit is allowed under this section shall be reduced by the amount of credit
allowable.

(b) Determination by the Secretary of Commerce. — A taxpayer is eligible for the
credit allowed under this section with respect to a location only if the Secretary of
Commerce makes a written determination that the taxpaver is expected to purchase or
lease and use in an eligible business at that location within a three-year period at least
ten million dollars ($10.000.000) of real property and that the location that is the subject
of the credit will create at least 200 new jobs within two years of the time that the
property is first used in an eligible business. If the taxpayer fails to timely make the
required level of investment or fails to timely create the required number of new jobs,
the taxpaver forfeits the credit as provided in G.S. 105-129.74.

(c) Mixed Use Property. — If the taxpayer uses only part of the property in an
eligible business. the amount of the credit allowed under this section is reduced by
multiplying it by a fraction, the numerator of which is the square footage of the property
used in an eligible business and the denominator of which is the total square footage of
the property. '

(d)  Expiration. — If, in one of the seven years in which the installment of a credit
accrues. the property with respect to which the credit was claimed is no longer used in
an _eligible business, the credit expires and the taxpayer may not take any remaining
installment of the credit. If, in one of the seven years in which the installment of a credit
accrues, part of the property with respect to which the credit was claimed is no longer
used in an eligible business, the remaining installments of the credit shall be reduced by
multiplying it by the fraction described in subsection (c) of this section. If, in one of the
years in which the installment of a credit accrues and by which the taxpayer is required
to have created 200 new jobs at the property, the total number of employees the
taxpayer employs at the property with respect to which the credit is claimed is less than
200, the credit expires and the taxpayer may not take any remaining installment of the
credit.

In each of these cases, the taxpayer may nonetheless take the portion of an
installment that accrued in a previous year and was carried forward to the extent
permitted under G.S. 105-129.75. ‘

(¢) No Double Credit. — A taxpayer may not claim a credit under this section
with respect to real property for which a credit is claimed under G.S. 105-129.12 or
G.S.105-129.12A."

SECTION 1.2. This part is effective for taxable years beginning on or after
January 1, 2006, and applies to business activities occurring on or after that date.
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PART II. EXTEND JDIG
SECTION 2.1. G.S. 143B-437.62 reads as rewritten:
"§ 143B-437.62. Expiration.
The authority of the Committee to enter into new agreements expires January 1,
| 2006:2008."
SECTION 2.2. This part is effective when it becomes law.

PART IIl. EFFECTIVE DATE

SECTION 3. Except as otherwise provided, this act is effective when it
becomes law.
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2005 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Daughtridge, Goforth, LaRoque, Rapp (Chairs) for the Committee on
COMMERCE.

[ ]Committee Substitute for

HB 947 A BILL TO BE ENTITLED AN ACT TO REPLACE THE TAX CREDITS
GENERALLY AVAILABLE UNDER THE WILLIAM S. LEE QUALITY JOBS AND
BUSINESS EXPANSION ACT WITH MORE NARROWLY FOCUSED CREDITS FOR JOB
CREATION AND BUSINESS INVESTMENT; AND TO EXTEND THE JOB
DEVELOPMENT INVESTMENT GRANT PROGRAM.

X] With a favorable report as to the committee substitute bill, unfavorable as to the original bill,
and recommendation that the committee substitute bill be re-referred to the Committee on
FINANCE.

(FOR JOURNAL USE ONLY)

Pursuant to Rule 32(a), the bill/resolution is re-referred to the Committee on

Pursuant to Rule 36(b), the (House) committee substitute bill/(joint) resolution
(No. ) is placed on the Calendar of . (The original bill resolution No. ) is placed
on the Unfavorable Calendar.

The (House) committee substitute bill/(joint) resolution (No. ) is re-referred to the
Committee on . (The original bill/resolution) (House/Senate Committee Substitute
Bill/(Joint) resolution No. ) is placed on the Unfavorable Calendar.
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MINUTES
HOUSE COMMITTEE ON COMMERCE

May 4, 2005 - 1:00 p.m.
Room 643 LOB

The HOUSE COMMITTEE ON COMMERCE met at 1:00 p.m. on Wednesday, May 4",
2005 in Room 643 of the Legislative Office Building. The following members were
present: Representatives Daughtridge, Goforth, LaRoque and Rapp, Chairs;
Representatives Owens and Rayfield. Vice-Chairs; and Representatives Almond,
Barnhart, Bordsen, Brown, Carney, Cole, Coleman, Current, Dickson, England, Faison,
Frye, Gibson, Haire, Jeffus, Jones, McGee, McLawhorn, Pierce, Ray, Tucker, Vinson,
Walend, Wiley and Wray. Assisting the meeting were Karen Cochrane-Brown and
Walker Regan, Staff Counsel.

Chairman Bruce Goforth called the meeting to order at 1:05 p.m. After recognizing
Pages and Sgt-At-Arms staff, Chairman Goforth turned the podium over to Chairman
LaRoque to preside while he explained his bill, HB 630 - MANUFACTURED HOMES
ESCROW ACCOUNTS. Rep. Goforth said the bill had been thoroughly discussed in the
April 20™ meeting and in the subcommittee which had been appointed to further study
the bill. He recommended that the bill be moved forward at this time. Brad Lovin from
the NC Manufactured Housing Institute again expressed opposition. He said that the
Department of Insurance and the Manufactured Housing Institute were working on a
similar issue. After discussion Rep. Cole made a motion for a favorable report on the
PCS with an unfavorable to the original. Motion carried.

Chairman LaRoque turned the podium back over to Chairman Goforth. Chairman
Daughtrldge was recognized to discuss HB1365 - ECONOMIC DEVELOPMENT
OVERSIGHT COMMITTEE. Chairman Daughtridge explained that the purpose of the
bill was to created the Economic Development Oversight Committee to examine, on a
continuing basis, economic growth and development issues and strategies and to made
ongoing recommendations to the General Assembly. After discussion, Chairman Rapp
made a motion for approval. Motion carried.

Meeting adjourned at 1:43 p.m.

Rep. Bruce ‘Goforth - Ciirmﬁ
/)///;M) Q‘/'04_9&/

Ann Jordan — Cqpmittee Assistant




HOUSE COMMITTEE ON COMMERCE

Wednesday, May 4, 2005
LOB - Room 643
1:00 p.m.

Presiding Chair — Representative Bruce Goforth

1. Call to Order

II. Program

HB 630 - MANUFACTURED HOMES ESCROW
ACCOUNTS
Representative Goforth - (Subcommittee Report)

HB 1365 - ECONOMIC DEVELOPMENT OVERSIGHT
COMMITTEE
Representative Daughtridge

III. Adjournment
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 630

Short Title: Manufactured Homes Escrow Accounts. (Public)

Sponsors:  Representatives Goforth; Harrell, LaRoque, and Wilkins.

Referred to: Commerce.

March 15, 2005

A BILL TO BE ENTITLED
AN ACT TO REQUIRE MANUFACTURED HOMES ESCROW ACCOUNTS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 143-143.21A(d) reads as rewritten:

"(d) The dealer shall return the deposit or other payment toward or payment for
the purchase price to the buyer if the buyer cancels the purchase before midnight of the
third business day after the date the buyer signed the purchase agreement or if any of the
material terms of the purchase agreement are changed by the dealer. To make the
cancellation effective, the buyer shall give the dealer written notice of the buyer's
cancellation of the purchase. The dealer shall return the deposit or other payment toward
or payment for the purchase price to the buyer within 15 business days after receipt of
the notice of cancellation or within three business days of any change by the dealer of
the purchase agreement. For purposes of this section, "business day" means any day
except Sunday and legal hohdays Each time the dealer grves the buyer a new set of
financing term hefin 3 FRS-are h

buyer shall be given another three-day cancellatron perlod The dealer shall not
commence setup procedures until after the final three-day cancellation period has
expired."”

SECTION2 G.S. 143 143 21A(f) reads as rewritten:

($2—099)—The dealer shall place all deposrts made by the buver in_an escrow account to
be held until delivery and acceptance of the manufactured home by the buyer. To the
extent practicabletherulesshall-protect-allowable under federal bankruptcy laws, the
deposits held by the seller in the escrow account required by this subsection shall be
free from the claims of the creditors of a dealer that may thereafter be in bankruptcy.
The riles—shall-furtherprovidefor-funds held in the escrow account shall be subiject to
the same requirements of subsection (d) of this section requiring the prompt return of a
buyer's deposit if the buyer is entitled to its return.”




General Assembly of North Carolina Session 2005

SECTION 3. This act is effective when it becomes law. ‘

Page 2 House Bill 630-First Edition
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

HOUSE BILL 1365

Short Title: Economic Development Oversight Committee. (Public)

Sponsors:  Representatives Daughtridge; Barnhart, Brown, Faison, Hill, Justice,
Justus, McGee, Moore, Sauls, and Wray.

Referred to;: Commerce.

April 21, 2005
A BILL TO BE ENTITLED

" AN ACT TO ESTABLISH AN ECONOMIC DEVELOPMENT OVERSIGHT

COMMITTEE.

The General Assembly of North Carolina enacts:

SECTION 1. Chapter 120 of the General Statutes is amended by adding a
new Atrticle to read: :
~ "Article 120.

"Joint Legislative Economic Development Oversight Committee.
"§ 120-70.130.  Creation _and membership of Joint Legislative Economic

Development Oversight Committee.

The Joint Legislative Economic Development Oversight Committee is established.
The Committee consists of 12 members as follows:

(1) Six members of the Senate appointed by the President Pro Tempore of

the Senate: and

(2) Six_members of the House of Representatives appointed by the

Speaker of the House of Representatives.

Terms on the Committee are for two years and begin on the convening of the
General Assembly in each odd-numbered year, except the terms of the initial members,
which begin on appointment and end on the day of the convening of the 2007 General
Assembly. Members may complete a term of service on the Committee even if they do
not seek reelection or are not reelected to the General Assembly, but resignation or
removal from service in the General Assembly constitutes resignation or removal from
service on the Committee.

A member continues to_serve until a successor is appointed. A vacancy shall be
filled by the officer who made the original appointment.

"§ 120-70.131. Purpose and powers of Committee.

(a) The Joint Legislative Economic Development Oversight Committee shall

examine, on a continuing basis, economic growth and development issues and strategies
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General Assembly of North Carolina Session 2005

in North Carolina in order to make ongoing recommendations to the General Assembly

on ways to promote cost-effective economic development initiatives. In_this

examination, the Committee may:

(1) Study the budgets, programs, and policies of the Department of
Commerce, the North Carolina _ Partnership for Economic
Development, and other State, regional, and local entities involved in
economic development.

(2) Analyze legislation from other states regarding economic
development.

(3)  Analyze proposals produced by the Economic Development Board.

(4) Study any other matters that the Committee considers necessary to
fulfill its mandate.

(b) The Committee may make interim reports to the General Assembly on
matters for which it may report to a regular session of the General Assembly. A report
to the General Assembly may contain any legislation needed to implement a
recommendation of the Committee.

' "§ 120-70.132. Organization of Committee.

(a) The President Pro Tempore of the Senate and the Speaker of the House of
Representatives shall each designate a cochair_of the Joint Legislative Economic
Development Oversight Committee. The Committee shall meet upon the joint call of the
cochairs.

(b) A quorum of the Committee is seven members. Only recommendations,
including proposed legislation, receiving at least six affirmative votes may be included
in a Committee report to the General Assembly. While in the discharge of its official
duties, the Committee has the powers of ‘a joint committee under G.S. 120-19 and
G.S. 120-19.1 through G.S. 120-19.4.

()  The cochairs of the Committee may call upon other knowledgeable persons
or experts to assist the Committee in its work.

(d) Members of the Committee shall receive subsistence and travel expenses as
provided in G.S. 120-3.1, 138-5, or 138-6. as appropriate. The Committee may contract
for consultants or hire employees in accordance with G.S. 120-32.02. The Legislative
Services Commission, through the Legislative Services Officer, shall assign
professional staff to assist the Committee in its work. Upon the direction of the
Legislative Services Commission, the Supervisors of Clerks of the Senate and of the
House of Representatives shall assign clerical staff to the Committee. The expenses for
clerical employees shall be borne by the Committee."

SECTION 2. This act is effective when it becomes law.

Page 2 House Bill 1365-First Edition
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND BILL SPONSOR NOTICE
~2005- 2006 SESSION

You are hereby notified that the Committee on Commerce will meet as follows:

DAY & DATE:  Wednesday, May 4, 2005 -
TIME: 1:00 p.m.

LOCATION: Room 643

The following bills will be considered:

HB 630 - MANUFACTURED HOMES ESCROW ACCOUNTS - Rep. Goforth
(Subcommittee Report)

HB 1365 - ECONOMIC DEVELOPMENT OVERSIGHT COMMITTEE -
Rep. Daughtridge

Respectfully,

Representatives Daughtridge, Goforth, LaRoque
and Rapp - Chairmen

I hereby certify this notice was filed by the committee assistant at the following offices at
10:00 a.m. on May 3, 2005.

___ Principal Clerk
___Reading Clerk - House Chamber

Ann Jordan (Committee Assistant)



2005 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Daughtridge, Goforth, LaRoque, Rapp (Chairs) for the Committee on
COMMERCE.

[ JCommittee Substitute for
HB 630 A BILL TO BE ENTITLED AN ACT TO REQUIRE MANUFACTURED
HOMES ESCROW ACCOUNTS.

[X] With a favorable report as to the committee substitute bill, unfavorable as to the original bill.

(FOR JOURNAL USE ONLY)

Pursuant to Rule 32(a), the bill/resolution is re-referred to the Committee on

Pursuant to Rule 36(b), the (House/Senate) committee substitute bill/(joint) resolution
(No. ) is placed on the Calendar of . (The original bill resolution No. )
is placed on the Unfavorable Calendar.

The (House) committee substitute bill/(joint) resolution (No. ) is re-referred to the
Committee on . (The original bill/resolution) (House/Senate Committee Substitute
Bill/(Joint) resolution No. ) is placed on the Unfavorable Calendar.



2005 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Daughtridge, Goforth, LaRoque, Rapp (Chairs) for the Committee on
COMMERCE.

[[]Committee Substitute for
HB 1365 A BILL TO BE ENTITLED AN ACT TO ESTABLISH AN
ECONOMIC DEVELOPMENT OVERSIGHT COMMITTEE.

X With a favorable report.

(FOR JOURNAL USE ONLY)

Pursuant to Rule 32(a), the bill/resolution is re-referred to the Committee on

Pursuant to Rule 36(b), the bill/resolution is placed on the Calendar of



Minutes
HOUSE COMMITTEE ON COMMERCE
May 11, 2005

The HOUSE COMMITTEE ON COMMERCE met on Wednesday, May 11, 2005, in
Room 643 LOB at 1:00 p.m. The following members were present: Representatives
Daughtridge, Goforth, LaRoque, and Rapp, Chairs; Representatives Rayfield, Vice Chair;
Representatives Allen, Almond, Brown, Bordson, Carney, Cole, Coleman, Current,
Dickson, England, Faison, Frye, Gibson, Haire, Jeffus, Jones, McGee, McLawhorn,
Pierce, Ray, Salus, Stam, Tucker, Vinson, Walend, Wiley, Wray. Assisting the meeting
were Karen Cochrane-Brown and Walker Reagan, Staff Counsel; Dot Barber, Rachel
Dupree, Lisa Kennedy, and Ann Jordan, Committee Assistants; Charles Williams, Earl
Coker, Linda Fuller, Bill Sullivan, and Frank Prevo, House Sgt.-at-Arms; House Pages
Asia-La Walker of Guilford County, sponsored by Rep. Pricey Harrison.

Chairman LaRoque called the meeting to order introduced the House Sergeants-at Arms,
the Committee Assistants, and the House Pages assisting with the meeting.

The order of Business was H.B. 1539- UNC/ AMEND UMSTEAD ACT- sponsored by
Representatives Daughtridge, Brubaker, Haire, and Yongue. Representative Daughtridge
explained the bill.

Discussion was followed by the Committee Members. Leslie Winner, with General
Council of UNC and Roth Blizzard, of the NCCBI, spoke in favor of the bill. Kathryn
Sawyer of ACEC/NC spoke in the opposition.

Chairman LaRoque decided to refer HB 1539 to a subcommittee for further study and
changes. He appointed the following members to serve: Faison, Stam, Jones, Wiley, Cole

(chair), McGee and Bordson.

There being no further business, the meet‘ing was adjourned at 1:50pm.

Respectfully submitted,

Rep. Stephen LaRodhe :
Presiding Chairman Committee Assistant




HOUSE COMMITTEE ON COMMERCE

Wednesday, May 11, 2005
LOB - Room 643
1:00 p.m.

Presiding Chair — Representative Stephen LaRoque.

I. Call to Order
II. Program

HB 892 - REGULATE SALES OF MALT BEVERAGE
KEGS - Rep. Alexander

HB 1539 — UNC/AMEND UMSTEAD ACT - Rep.
Daughtridge, Brubaker, Haire & Yongue

III. Adjournment
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HOUSE BILL 1539:
- UNC/Amend Umstead Act

BILL ANALYSIS

Committee: House Commerce Date: May 11, 2005
Introduced by: Reps. Daughtridge, Brubaker, Haire, Yongue Summary by: Karen Cochrane-Brown
Version: First Edition Committee Co-Counsel

SUMMARY: House Bill 1539 amends the Umstead Act to broaden the scope of activities that may be
offered by the University of North Carolina as long as the activity is not unfair competition. Whether
an activity is unfair competition will be determined by a panel established by the Board of Governors
and composed of people appointed by the Governor and the Board of Governors.

[As introduced, this bill was identical to S758, as introduced by Sen. Nesbitt, which is currently in

Senate Commerce.]

CURRENT LAW:

The Umstead Act (G.S. 66-58) makes it unlawful for any unit, department or agency of the State to
engage in the sale of merchandise, to engage in the operation of eating establishments, or to provide
services customarily rendered by private enterprises, in competition with citizens of the State.

The University of North Carolina currently is exempted from the Umstead Act when it engages in a
number of specific activities, including:

e Utilities and other services

e Sale of education related articles and items valued at $.25 or less when sold to staff, students
or their families.

o Sale of meals and merchandise at conventions.

e The operation of an inn or hotel and related facilities.
o The hospital and Medical School.

e NCSU Coliseum.

o Centennial Campus at NCSU.

e Horace Williams Campus at UNC.

¢ A Millennial Campus at other constituent institutions.
e Student health services.

e Agreements by the School of the Arts to create commercial materials if the proceeds benefit
the school's educational mission.

The University is also authorized to operate gift shops, snack bars and food services in its public
exhibition spaces, provided the proceeds are used to support the public exhibition spaces.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578



House Bill 1539

Page 2

BILL ANALYSIS:

This bill would create a new standard further exempting the University from the prohibition of the
Umstead Act. Currently, the Act prohibits any activity that merely competes with the private sector. This
bill would allow the University to engage in an activity so long as it did not unfairly compete with the
private sector.

The University could engage in any activity that:
1. Furthers the mission of the University.
2. Primarily serves students, employees or alumni of the University.

3. Enables the local community or the people of the State to use the University 's facilities as long
as the activity is not unfair competition.

The bill provides that the Board of Governors shall establish a panel to determine what is unfair
competition. The panel shall consist of equal number of members appointed by the Governor and the
University Board of Governors. The Governors appointees must be from the business community and
the University members may not be employees of the University. The panel may make determinations in
response to complaints from potential private competitors or requests from constituent institutions.

The bill makes the panel's determination as to whether an activity is unfair competition an absolute
defense in any prosecution brought under the Umstead Act.

Finally, the bill provides that the proceeds of these activities must be placed in one of the University's
institutional trust funds and used to continue the activity or further the University's mission.

EFFECTIVE DATE: The act would become effective when it becomes law.

HI1539el-SMRO

Legislative Services Office North Carolina General Assémbly Research Division, 733-2578
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 1539

AMENDMENT NO.
(to be filled in by
H1539-ARO0-14 [v.2] Principal Clerk)
Page 1 of 3
Date 2005
Comm. Sub. [NO]
Amends Title [NO]
First Edition

Representative Daughtridge

moves to amend the bill on page 2, lines 36-37, by rewriting the lines to read:
"panel shall consist of five members appointed by the Governor who are familiar with
the interests of the business community of the State and four members.";

and on page 3, line 5, by deleting the phrase "subsection (i) or subsection (j)" and
substituting the phrase "subdivisions (2) and (3) of subsection (i)";

and on page 3, line 10, by rewriting the line to read:
"SECTION 3. G.S. 116-36.1(g) reads as rewritten:
'(g) As used in this section, "trust funds" means:

(1) Moneys, or the proceeds of other forms of property, received by an
institution as gifts, devises, or bequests that are neither presumed nor
designated to be gifts, devises, or bequests to the endowment fund of
the institution;

(2) Moneys received by an institution pursuant to grants from, or contracts
with, the United States government or any agency or instrumentality
thereof;

(3) Moneys received by an institution pursuant to grants from, or contracts
with, any State agencies, any political subdivisions of the State, any
other states or nations or political subdivisions thereof, or any private
entities whereby the institution undertakes, subject to terms and
conditions specified by the entity providing the moneys, to conduct
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 1539

AMENDMENT NO.
(to be filled in by

H1539-ARO-14 [v.2] Principal Clerk)

4)
)

(6)

)

@)

Page 2 of 3

research, training or public service programs, or to provide financial
aid to students;

Moneys collected by an institution to support extracurricular activities
of students of the institution;

Moneys received from or for the operation by an institution of
activities established for the benefit of scholarship funds or student
activity programs;

Moneys received from or for the operation by an institution of any of
its self-supporting auxiliary enterprises, including institutional student
auxiliary enterprise funds for the operation of housing, food, health,
and laundry services;

Moneys received by an institution in respect to fees and other
payments for services rendered by medical, dental or other health care
professionals under an organized practice plan approved by the
institution or under a contractual agreement between the institution and
a hospital or other health care provider;

The net proceeds from the disposition effected pursuant to Chapter
146, Article 7, of any interest in real property owned by or under the
supervision and control of an institution if the interest in real property
had first been acquired by gift, devise, or bequest or through
expenditure of moneys defined in this subsection (g) as "trust funds,"
except the net proceeds from the disposition of an interest in real
property first acquired by the institution through expenditure of
moneys received as a grant from a State agency;
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 1539

AMENDMENT NO.
(to be filled in by
H1539-ARO-14 [v.2] Principal Clerk)
Page 3 of 3

(9) Moneys received from the operation and maintenance of institutional
forests and forest farmlands, provided, that such moneys shall be used,
when used, by the institution for support of forest-related research,
teaching, and public service programs.

(10) Moneys received from an activity authorized by G.S. 66-58(i)."".

SIGNED
Amendment Sponsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2005
H 1
HOUSE BILL 1539
Short Title: UNC/Amend Umstead Act. (Public)

Sponsors:  Representatives Daughtridge, Brubaker, Haire, Yongue (Primary
Sponsors); McLawhorn, McMahan, and Rapp.

Referred to: Commerce.

April 21, 2005
A BILL TO BE ENTITLED

AN ACT TO AMEND THE UMSTEAD ACT TO BROADEN THE SCOPE OF
ACTIVITIES THAT MAY BE OFFERED BY THE UNIVERSITY OF NORTH
CAROLINA PROVIDED THE ACTIVITIES ARE NOT, IN FACT, UNFAIR

COMPETITION.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. 66-58(b)(8) reads as rewritten:
"(b) The provisions of subsection (a) of this section shall not apply to:

(8)  The University of North Carolina with regard to:

a.

b.

The University's utilities and other services new—eperated—by
it-operated by it prior to January 1, 2005.

The sale of articles produced incident to the operation of
instructional departments, articles incident to educational
research, articles of merchandise incident to classroom work,
meals, books, or to articles of merchandise net—exceeding
twenty-five-cents{(25¢)in—value-when sold to members of the
educational staff or staff auxiliary to education or to duly
enrolled students or occasionally to immediate members of the
families of members of the educational staff or of duly enrolled
students.

The sale of meals or merchandise to persons attending meetings
or conventions as invited guests.

The operation by the University of North Carolina of an inn or
hotel and dining and other facilities usually connected with a
hotel or inn.

The hospital and Medical School of the Unlver51ty of North
Carolina.
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f. The Coliseum of North Carolina State University at Raleigh,
and the other schools and colleges for higher education
maintained or supported by the State. _

g. The Centennial Campus of North Carolina State University at

Raleigh.

h. The Horace Williams Campus of the University of North
Carolina at Chapel Hill.

i. A Millennial Campus of a constituent institution of The
University of North Carolina.

j- The comprehensive student health services or the

comprehensive student infirmaries maintained by the
constituent institutions of the University of North Carolina.

k. Agreements by the North Carolina School of the Arts to the use
of that school's facilities, equipment, and services of students,
faculty, and staff for the creation of commercial materials and
productions that may be unrelated to educational purposes, so
long as the proceeds from those agreements are used for the
benefit of the educational mission of the North Carolina School
of the Arts.

SECTION 2. G.S.66-58 is amended by adding the following new

subsections:
"(i) Notwithstanding subsection (a) of this section, nothing in this section shall

prohibit The University of North Carolina from engaging in an activity that does any of
the following:

Furthers the mission of the University as stated in G.S. 116-1.
Primarily serves students, employees. or alumni of the University.
Enables the community in which a constituent institution or other
University entity is located, or the people of the State, to utilize the
University’s facilities, equipment, or expertise, and the activity is not
unfair competition. Whether an activity is unfair competition shall be
determined as set out in subsection (j) of this section.

(i)  The Board of Governors of The University of North Carolina shall establish a
panel to determine whether an activity undertaken pursuant to subdivision (i)(3) of this
section is unfair competition with an existing or proposed nongovernmental entity. The
panel shall consist of an equal number of members appointed by the Governor who are
familiar with the interests of the business community of the State and members
appointed by the Board of Governors none of whom may be employees of The
University of North Carolina. The panel may make the determination whether a
proposed or ongoing activity of The University of North Carolina is unfair competition
based on a complaint from any nongovernmental entity in the State that is in or
proposes to be in the same or a similar or competing business or based on a request
from the constituent institution or other university system entity engaging in or
proposing to engage in the activity. The University of North Carolina and its employees

LRE

Page 2 House Bill 1539-First Edition
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may rely on a determination by the panel as to whether an activity violates this section,
and a determination that an activity is not unfair competition and therefore does not
violate this section shall be an absolute defense in any prosecution brought under this
section.

(k)  The proceeds of any activity undertaken under subsection (i) or subsection (j)
of this section shall be placed in an institutional trust fund pursuant to G.S. 116-36.1 and
shall be used to continue to conduct the activity that generated the proceeds or to further
the mission of the constituent institution or other University entity engaging in the
activity."

SECTION 3. This act is effective when it becomes law.

OOV OV b WN—
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UNC/Amend Umstead Act
SB 758

Purpose of the Bill: To amend the Umstead Act to allow UNC to make its
equipment, expertise, and facilities available to the communities where the
constituent institutions are and to the people of the State to enhance economic
development or otherwise to enhance those communities.

What does the Bill do? The bill adds an exception to the Umstead Act which
provides that UNC may engage in any activity that
(1)  Furthers the mission of the University as stated in G.S. 116-1.
(2) Primarily serves students, employees, or alumni of the University.
(3) Enables the community in which a constituent institution or other
University entity is located, or the people of the State, to utilize the
University’s facilities, equipment, or expertise, and the activity is not
unfair competition.

What is the mission of UNC? NCGS §116-1 states that the mission of
UNC is to discover, create transmit and apply knowledge through
instruction, through research and other scholarly and creative activities,
and through public service. Numerous Opinions of the Attorney General
have stated that UNC’s activities in furtherance of its mission do not violate
the Umstead Act. Subsection (1) makes this explicit in the statute.

What activities primarily serve students, employees, or alumni? UNC
already engages in support activities primarily designed to serve these
groups such as operating bookstores, dining halls, and student health
centers. This subsection simplifies and clarifies that these activities are
permitted.

Why will allowing UNC to use its equipment, expertise and facilities
for other activities help the State? UNC has highly specialized
equipment, and substantial faculty expertise, which it uses for instruction
and research, but which have additional capacity that could be used to
further the economic development and enrich the community life of the
State. For example, UNC campuses have filmmaking capability that could
be used to help local tourism groups make promotional videos.
Sometimes there is more highly specialized equipment that could be made
available. For example, Western Carolina University has Rapid Prototyping
equipment that could be used to help businesses bring products to market.
Similarly UNC might make engineering or market development services
available to start up businesses, or might make electron microscope or
materials testing services available to entities that would benefit by utilizing
them. In addition, in some communities UNC has unique facilities, such as
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fitness centers or auditoriums, that could enhance the community if they
were available when not in use by the University.

The bill limits these activities to those that are not “unfair
competition”. What does this mean and how will it be determined?
What is unfair competition may depend on where the activity is taking
place. Allowing the public to attend first run movies on campus in
Cullowhee, where there are no competing movie theaters, may not be
unfair competition, while the same activity in Raleigh or Greensboro would
be. To determine what is unfair competition, the bill sets up a panel to
determine whether a proposed or ongoing activity is unfair competition with
an existing or proposed nongovernmental entity. The panel would have an
equal number of members appointed by the Governor who are familiar with
the interests of the business community and appointed by the UNC Board
of Governors who may not be UNC employees. Any business could make
a complaint to the panel, and UNC would be bound by its determination.

Enactment of this bill would increase the utilization of UNC’s equipment,

expertise and facilities to promote economic development and to enhance
community life.

April 17, 2005
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VISITOR REGISTRATION SHEET

. Commerce Committee May 11, 2005

Name of Committee Date

VISITORS: PLEASE SIGN IN