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2015-2016 Biennium
Leg. Day: H-135/S-137

Date: 10/05/2015
Time: 4:55:48 PM

l Bill l Introducer Short Title lLatest Action Date In Date Out
$H 18 Martin ‘Continuing Budget Authority. *R  Ch. SL 2015-233 05/13/2015 08/27/2015
$H 97 Dollar 2015 Appropriations Act. *R Ch. SL 2015-241 05/26/2015 06/16/2015

H 117 Martin NC Competes Act. *H Pres. To Gov. 9/25/2015 08/06/2015 08/10/2015

H.168 Hager Exempt Builders' Inventory. *R Ch. SL 2015-223 07/22/2015 08/04/2015

H.211 Stevens Expand Use of Toxicology Funds. *S Re-ref Com On Appropriations/Base 05/22/2015

Budget
$ H259 Cleveland General Government Technical *H Pres. To Gov. 10/1/2015 05/22/2015 09/29/2015
Corrections.-AB
H.303 Horn Dispute Resolution Amendments. *S Re-ref Com On Appropriations/Base 05/19/2015
Budget
H 372 Doliar Medicaid Transformation and *R Ch. SL 2015-245 08/06/2015 08/10/2015
Reorganization.
H.709 Martin NCNG Tuition Assistance Benefit H Pres. To Gov. 9/22/2015 07/22/2015 09/15/2015
Amendment.
S 6 Tillman State Health Plan/Rehired Retiree *H Ref to the Com on State Personnel, if 03/24/2015 03/24/2015
Eligibility. favorable, Appropriations
514 Brown Acad. Standards/Rules Review/Coal *R Ch. SL 2015-7 02/02/2015 02/03/2015
Ash/Funds.
§ 20 Rabon IRC Update/Motor Fuel Tax Changes. *R Ch. SL 2015-2 02/10/2015 02/10/2015
61 Bingham Death Certificates Without S Re-ref to Health Care. If fav, re-ref to 02/11/20156 04/27/2015
Charge/Veterans. Appropriations/Base Budget
S.87 Hise Funds/Health Information Exchange. S Ref To Com On Appropriations/Base 02/16/2015
Budget
$S 91 Hartsell SOG Pilot Project Standards. S Re-ref Com On Appropriations/Base 02/23/2015

Budget

'$" indicates the bili is an appropriations bill.
A bold line indicates that the bill is an appropriations biil.
" indicates that the text of the original bill was changed by some action.
‘="' indicates that the original bill is identical to another bill







North Carolina Assembly
W Through Senat mittee on '

Appropriations/Base Budget

S .82 Hartsell Codifier of Rules appointment. S Re-ref Com On Appropriations/Base 02/23/2015
Budget
$ S 102 Curtis Child Advocacy Center Funds. S Ref To Com On Appropriations/Base 02/23/2015
Budget
$.106 Brown Modify Farmiand Preservation T.F. Match. S Ref To Com On Appropriations/Base 02/23/2015
Budget
$110 Rabon Phase Out Certain HF Transfers. S Re-ref to Appropriations/Base Budget. If 03/02/2015
fav, re-ref to Transportation
$S121 Tillman The Excellence in School Leadership S Re-ref Com On Appropriations/Base 03/09/2015
Act. Budget
§.124 Hartsell Modernize Assumed Business Name *H Ref to the Com on Judiciary |l if favorable, 03/17/2015 04/27/2015
Statutes. Rules, Calendar, and Operations of the
House
§ 124 Hartsell Modernize Assumed Business Name *H Ref to the Com on Judiciary |l, if favorable, 04/28/2015 04/28/2015
Statutes. Rules, Calendar, and Operations of the
House
8160 Lee Enhance Safety & Commerce for *H Re-ref Com On Transportation 03/30/2015 04/01/2015
Ports/Inlets.
$$186 Brown Appropriations Act of 2015. S Re-ref Com On Appropriations/Base 03/09/2015
Budget
$ 5189 Harrington Appropriations Act of 2015. S Re-ref Com On Appropriations/Base 03/16/2015
Budget
$S$191 Cook Dare Magistrate Funds. S Re-ref Com On Appropriations/Base 03/18/2015
N Budget
5198 Robinson Persons Under 18 in Confinement Facilities. *S Re-ref Com On Appropriations/Base 04/21/2015
Budget
$ S 2068 Jackson Appropriations Act of 2015. S Re-ref Com On Appropriations/Base 03/16/2015
= Budget
S.235 Hartsell Establish Advisory Council on Rare *S Re-ref Com On Appropriations/Base 04/21/2015
Diseases. Budget

'$’ indicates the bill is an appropriations bill.
A bold line indicates that the bill is an appropriations biil.
" indicates that the text of the original bill was changed by some action.
'=' indicates that the original bill is identical to another bill







Stein
Smith
Jackson
Tarte
Curtis

Hartsell

Davis
Gunn
Lowe
Tillman
Stein
Stein
Barringer
Davis

Davis

North Carolina ¢
Through Senat mittee on
Appropriations/Base Budget

Education-Based Salary Supplements.

Exploration Station/Grassroots Science
Funds.

Restore Aid to County Veterans Services.

Create Department of Information
Technology.-AB

Allow Early Refills of Prescription Eye
Drops.

Extend Overnight Respite Pilot Program.
Healthy Food Small Retailer/Corner

Store Act.

Increase JDIG Program Funding.

Econ. Dev./JDIG Extension.
Administration/NC Education Endowment
Fund.

Collect DNA All Violent Felony Arrests.
State Crime Lab Capacity Act/Funds.
Pilot/Sports for Students w/ Disabilities.

Need-Based Scholars/Private Colleges.

Funds for ECU School of Medicine.

S

S

Assembly

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Insurance

Ch. SL 2015-52

Re-ref to Appropriations/Base Budget.

If fav, re-ref to Health Care

Ref to the Com on Finance, if favorable,
Appropriations

Re-ref to Appropriations/Base Budget. If
fav, re-ref to Commerce

Re-ref to Appropriations/Base Budget. If
fav, re-ref to Education/Higher Education

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

‘$' indicates the bill is an appropriations bill.
A boid line indicates that the bill is an appropriations bill.
"™ indicates that the text of the original bill was changed by some action.
‘=" indicates that the original bill is identical to another bill

03/23/2015

03/23/2015

03/23/2015

03/23/2015

03/31/2015

04/01/2015
03/25/2015

03/23/2015

03/25/2015

03/25/2015

05/07/2015

03/25/2015

04/22/2015

03/30/2015

03/30/2015

04/06/2015

04/29/2015

03/24/2015







Hise
Barringer
Brock
Apodaca
Hartsell
Brock
Davis

Lee

Davis

Rabon
Harrington
Smith-Ingram

Brown

North Carolina

Assembly

Through Senat mittee on
Appropriations/Base Budget

Accountability for Taxpayer Investment
Board.
Fostering Success.

NC-Thinks/Awards Allocation Changes.

Teacher Compensation Modifications.

Funds to Implement UNC Strategic Plan.

NC Trail Expansion/Economic Corridors.
Provide Funding/NC Military Business

Centers.
NCVPS/Equal Access to Education.

Teachers/lsolated K-12 Schools.

DOT/Workforce Reduction Compliance.
Capital Improvement Reform.
Commerce NCWorks/Funds.

2015 Governor's Budget.

*S

*S

S

S

*S

*S

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Ref To Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Rules and Operations of
the Senate

Re-ref Com On Appropriations/Base
Budget

Re-ref to Appropriations/Base Budget.

If fav, re-ref to Education/Higher
Education

Re-ref to Appropriations/Base Budget.

if fav, re-ref to Education/Higher
Education

Re-ref Com On Rules and Operations of
the Senate

Re-ref Com On Appropriations/Base
Budget

Re-ref Com On Appropriations/Base
Budget

Ref To Com On Appropriations/Base
Budget

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

04/22/2015

06/02/2015

03/30/2015

03/26/2015

03/30/2015

05/20/2015

03/30/2015

03/30/2015

03/30/2015

04/22/2015

04/09/2015

07/22/2015

04/20/2015

05/21/2015

04/23/2015






2015-2016 Biennium
Leg. Day: H-135/S-137

A 4
Date: 10/05/2015
Time: 1:39:53 PM

| Bl | | introducer Short Title | Date  |Latest Action
H211 Stevens Expand Use of Toxicology Funds. *S  05-22-2015 Re-ref Com On Appropriations/Base Budget
H.303 Horn Dispute Resolution Amendments. *S  05-19-2015 Re-ref Com On Appropriations/Base Budget
S 87 Hise Funds/Health Information Exchange. S 02-16-2015 Ref To Com On Appropriations/Base Budget
$S 91 Hartsell SOG Pilot Project Standards. S 02-23-2015 Re-ref Com On Appropriations/Base Budget
S92 Hartsell Codifier of Rules appointment. S 02-23-2015 Re-ref Com On Appropriations/Base Budget
$ 5102 Curtis Child Advocacy Center Funds. S 02-23-2015 Ref To Com On Appropriations/Base Budget
S.106 Brown Modify Farmland Preservation T.F. Match. S 02-23-2015 Ref To Com On Appropriations/Base Budget
S.118 Rabon Phase Out Certain HF Transfers. S  03-02-2015 Re-ref to Appropriations/Base Budget. If fav, re-ref
to Transportation
$38121 Tillman 12:3 Excellence in School Leadership S 03-09-2015 Re-ref Com On Appropriations/Base Budget
$S186 Brown Appropriations Act of 2015. S 03-09-2015 Re-ref Com On Appropriations/Base Budget
$ 8189 Harrington Appropriations Act of 2015. S 03-16-2015 Re-ref Com On Appropriations/Base Budget
$8191 Cook Dare Magistrate Funds. S 03-18-2015 Re-ref Com On Appropriations/Base Budget
S.188 Robinson Persons Under 18 in Confinement Facilities. *S  04-21-2015 Re-ref Com On Appropriations/Base Budget
$ S 208 Jackson Appropriations Act of 2015. S 03-16-2015 Re-ref Com On Appropriations/Base Budget
235 Hartsell Establish Advisory Council on Rare *S  04-21-2015 Re-ref Com On Appropriations/Base Budget
Diseases.
S237 Stein Education-Based Salary Supplements. S 03-23-2015 Re-ref Com On Appropriations/Base Budget
$ S 245 Smith Exploration Station/Grassroots Science S 03-23-2015 Re-ref Com On Appropriations/Base Budget
Funds.
$250 Jackson Restore Aid to County Veterans Services. S 03-23-2015 Re-ref Com On Appropriations/Base Budget

'$' indicates the bill is an appropriations bill.
A bold line indicates that the bill is an appropriations bill.

Pkt

indicates that the text of the original bill was changed by some action.

'=" indicates that the original bill is identical to another bill







North Carolina G ssembly
Pending Senate ittee on
Appropriations/Base Budget

W w

= Tarte Create Department of Information S 03-23-2015 Re-ref Com On Appropriations/Base Budget
Technology.-AB
Davis Healthy Food Small Retailer/Corner S  03-25-2015 Re-ref to Appropriations/Base Budget. If fav, re-
Store Act. ref to Health Care
Lowe Econ. Dev./JDIG Extension. S 03-25-2015 Re-ref to Appropriations/Base Budget. If fav, re-ref
to Commerce
Tillman Administration/NC Education Endowment S 03-25-2015 Re-ref to Appropriations/Base Budget. If fav, re-ref
Fund. to Education/Higher Education
Stein Collect DNA All Violent Felony Arrests. S 05-07-2015 Re-ref Com On Appropriations/Base Budget
Stein State Crime Lab Capacity Act/Funds. S 03-25-2015 Re-ref Com On Appropriations/Base Budget
Barringer Pilot/Sports for Students w/ Disabilities. S 04-22-2015 Re-ref Com On Appropriations/Base Budget
Davis Need-Based Scholars/Private Colleges. S 03-30-2015 Re-ref Com On Appropriations/Base Budget
Davis Funds for ECU School of Medicine. S 03-30-2015 Re-ref Com On Appropriations/Base Budget
Hise Accountability for Taxpayer Investment *S  04-22-2015 Re-ref Com On Appropriations/Base Budget
Board.
Barringer Fostering Success. *S 06-02-2015 Re-ref Com On Appropriations/Base Budget
Brock NC-Thinks/Awards Allocation Changes. S 03-30-2015 Re-ref Com On Appropriations/Base Budget
Apodaca Teacher Compensation Modifications. S 03-26-2015 Ref To Com On Appropriations/Base Budget
Hartsell Funds to Implement UNC Strategic Plan. S§  03-30-2015 Re-ref Com On Appropriations/Base Budget
Davis Provide Funding/NC Military Business S 03-30-2015 Re-ref Com On Appropriations/Base Budget
Centers.
Lee NCVPS/Equal Access to Education. S 03-30-2015 Re-ref to Appropriations/Base Budget. If fav, re-
ref to Education/Higher Education
Davis Teachers/isolated K-12 Schools. S 03-30-2015 Re-ref to Appropriations/Base Budget. If fav, re-
ref to Education/Higher Education
o) Harrington Capital Improvement Reform. S 04-09-2015 Re-ref Com On Appropriations/Base Budget
& Smith-Ingram  Commerce NCWorks/Funds. S 07-22-2015 Re-ref Com On Appropriations/Base Budget

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







North Carolina Gt ssembly
A4 Pending Senate Sggggiittee on
Appropriations/Base Budget

S71 Brown 2015 Governor's Budget. S 04-20-2015 Ref To Com On Appropriations/Base Budget

'$’ indicates the bill is an appropriations bill.
A bold line indicates that the bill is an appropriations bil.
" indicates that the text of the original bill was changed by some action.
‘=" indicates that the original bill is identical to another bill







Senate Committee on Appropriations/Base Budget
Tuesday, February 3, 2015 at 8:30 AM
Room 643 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 8:32 AM on February 3, 2015 in
Room 643 of the Legislative Office Building. Seventeen members were present. Senator Brent
Jackson, Chair, presided. Senator Jackson called the meeting to order and recognized the
Sergeant-at-Arms’ staff and Pages.

Senator Harry Brown explained SB 14 Acad. Standards/Rules Review/Coal Ash/Funds.
(Senators Brown, Harrington, B. Jackson).

After discussion among committee members, Senator Apodaca moved for a favorable report.
The motion carried.

The meeting adjourned at 8:42 AM.

SEE ATTACHMENT 3
FOR SIGNED MINUTES

Elise McDowell, Committee Clerk

Presiding
Attachments:
1 Agenda
2 Committee Report
3 Minutes
4 Senate Bill 14
5 Summary of Senate Bill 14
6 Visitor’s Registration






Attachment 1

Senate Committee on Appropriations/Base Budget
Tuesday, February 3, 2015, 8:30 AM
643 Legislative Office Building

AGENDA
Welcome and Introductions Senator Brent Jackson, Presiding
Bills
BILL NO. SHORT TITLE SPONSOR
SB 14 Acad. Standards/Rules Review/Coal Senator Harry Brown
Ash/Funds. Senator Kathy Harrington

Senator Brent Jackson

Adjourn












Attachment 3

Senate Committee on Appropriations/Base Budget
Tuesday, February 3, 2015 at 8:30 AM
Room 643 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 8:32 AM on February 3, 2015 in
Room 643 of the Legislative Office Building. Seventeen members were present. Senator Brent
Jackson, Chair, presided. Senator Jackson called the meeting to order and recognized the
Sergeant-at-Arms’ staff and Pages.

Senator Harry Brown explained SB 14 Aecad. Standards/Rules Review/Coal Ash/Funds.
(Senators Brown, Harrington, B. Jackson).

After discussion among committee members, Senator Apodaca moved for a favorable report.
The motion carried.

The meeting adjourned at 8:42 AM.

n, Chair rron sravar v - —any ~OmMmittee Clerk

Attachments:

1 Agenda

2 Committee Report

3 Minutes

4 Senate Bill 14

5 Summary of Senate Bill 14

6 Visitor’s Registration






o0~ N WD W N

(USRI TSI UC RIS IS T NG T NS TN N T NG T NG T N T N B N T N i N B e i R
N B WD —= O OVWO~1NUN KW= OOVO~IOWN W — OO

Attachment 4

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

SENATE BILL 14

Short Title:  Acad. Standards/Rules Review/Coal Ash/Funds. (Public)

| Sponsors: Senators Brown, Harrington, and B. Jackson (Primary Sponsors).

Referred to:  Appropriations/Base Budget.

February 2, 2015

A BILL TO BE ENTITLED

AN ACT TO PROVIDE FUNDS FOR THE LITIGATION EXPENSES OF THE RULES
REVIEW COMMISSION; TO PROVIDE FUNDS FOR THE OPERATING EXPENSES
OF THE ACADEMIC STANDARDS REVIEW COMMISSION; TO REQUIRE THAT
THE ACADEMIC STANDARDS REVIEW COMMISSION POST CERTAIN PUBLIC
RECORDS ON ITS WEB SITE; AND TO CLARIFY COAL ASH MANAGEMENT
COMMISSION APPROPRIATIONS.

The General Assembly of North Carolina enacts:

SECTION 1. Of the funds allocated to the State Board of Education for the
2014-2015 fiscal year for current operations of the State Board, the State Board of Education
shall transfer the sum of one hundred thousand dollars ($100,000) to the Office of
Administrative Hearings to be allocated to the Rules Review Commission, created by
G.S. 143B-30.1, to pay for any litigation costs incurred in the detense of North Carolina State
Board of Education v. The State of North Carolina and The Rules Review Commission, Wake
County Superior Court, File No. 14 CVS 14791 (filed November 7, 2014). These funds shall
not revert at the end of the 2014-2015 fiscal year but shall remain available during the
2015-2016 fiscal year for expenditure in accordance with this section.

SECTION 2. Of the funds appropriated to the Department of Public Instruction for
the 2014-2015 fiscal year for current operations of the Department, the Department shall
transfer the sum of two hundred seventy-five thousand dollars ($275,000) to the Department of
Administration to support the operations of the Academic Standards Review Commission
established in S.L.. 2014-78. From these funds, an amount equal to the total of all costs incurred
by the Department of Administration prior to the enactment of this act to support the operations
ot the Commission shall be credited to the Department. Expenditure of the remainder of these
funds shall be made upon authorization by the Commission, only for the following:

(1) Administrative assistance, including professional and clerical staff and any
contracts for professional, clerical, and consultant services. Consultant
services may include contracts with qualified experts on academic standards
that may be used as an alternative to the Common Core Standards, including
other state academic standards.

(2) Technical assistance, including meeting rooms, telephones, office space,
equipment, and supplies provided by the Department of Administration in
accordance with Section 2(f) of S.L. 2014-78.

3) Per diem, subsistence, and travel allowances provided to Commission
members in accordance with G.S. 138-5, 138-6, or 120-3.1, as appropriate.

L
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General Assembly of North Carolina Session 2015

SECTION 3. The funds transferred to the Department of Administration in Section
2 of this act shall not revert at the end of the 2014-2015 fiscal year but shall remain available
for expenditure in accordance with that section until the Commission terminates on December
31, 2015, or upon the filing of its final report, whichever occurs first. Any unexpended,
unencumbered balance of these funds shall revert to the General Fund on June 30, 2016.

SECTION 4. The General Assembly finds that considerable resources have aiready
been expended to allow teachers and members of the public to make known their opinions and
concerns surrounding adoption of academic standards. Specifically, the General Assembly
finds that (i) on March 20, 2014, a Legislative Research Commission committee heard more
than two hours of comment from stakeholders and interested members of the public on the
subject; and (ii) on October 20, 2014, the Department of Public Instruction surveyed every
public school teacher in the State on the subject. Accordingly, funds transferred pursuant to
Section 2 of this act shall not be used by the Academic Standards Review Commission to
conduct any survey related to the adoption of academic standards or to contract for the
performance of such a survey by any third party.

SECTION 5. Notwithstanding any other provision of law, the Academic Standards
Review Commission is subject to the Public Records Act, Chapter 132 of the General Statutes,
and the Open Meetings Law, Article 33C of Chapter 143 of the General Statutes. Additionally,
the Commission shall have the duty to comply with all of the following;:

) All minutes, agendas, handouts, and presentations created during the course
of the Commission's work, and any audio recordings of the Commission's
meetings, shall be published on the Commission's Web site.

2) All official meetings, as that term is defined in G.S. 143-318.10, of the
Commission shall be streamed live over the Internet in a manner that allows
members of the public to listen to the proceedings.

SECTION 6. In implementing Section 2 of this act, the State Board of Education
shall make reductions to the operating budget of the Department of Public Instruction and shall
make no reduction to funding or positions for:

(1 The North Carolina Center for Advancement of Teaching.

2) The Eastern North Carolina School for the Deaf, the North Carolina School

for the Deaf, and the Governor Morehead School.

3) Communities in Schools of North Carolina, Inc.

4) Teach for America, Inc.

(5) Beginnings For Parents of Children Who Are Deaf or Hard of Hearing, Inc.

¢ CTION 7. G.S. 62-302.1(d) reads as rewritten:

"§ 62-302.1. Regulatory fee for combustion residuals surface impoundments.

(d) Use of Proceeds. — A special fund in the Office of State Treasurer and the Coal Ash
Management Commission is created. The fees collected pursuant to this section and all other
funds received by the Coal Ash Management Commission shall be deposited in the Coal
Combustion Residuals Management Fund. The Fund shall be placed in an interest-bearing
account, and any interest or other income derived from the Fund shall be credited to the Fund.

AN one - aVeE = aVa - AN aVa aV¥aly' a ) AN L atalabata: oONn—N a¥e e A At aalla’
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Subject to appropriation by the General Assembly, twenty-six and one-half percent (26.5%) of
the moneys in the Fund shall be used by the Coal Ash Management Commission and the
remainder shall be used by the Department of Environment and Natural Resources. The
Commission shall be subject to the provisions of the State Budget Act, except that no
unexpended surplus of the Coal Combustion Residuals Management Fund shall revert to the
General Fund. All funds credited to the Fund shall be used only to pay the expenses of the Coal
Ash Management Commission and the Department of Environment and Natural Resources in
providing oversight of coal combustion residuals."

Page 2 Senate Bill 14-First Edition
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SECTION 8. Sections 15(c) through 15(e) of S.L. 2014-122 read as rewritten:

"SECTION 15.(c) Twenty-fiveUp to twenty-five receipt-supported positions are created in
the Department of Environment and Natural Resources to carry out the duties in Part 21 of
Article 9 of Chapter 130A of the General Statutes. There is appropriated from the Coal
Combustion Residuals Management Fund the sum of one million seven hundred fifty thousand
dollars ($1,750,000) to the Department of Environment and Natural Resources to support the
positions for the 2014-2015 fiscal year.

SECTION 15.(d) Five receipt-supported positions are created in the Division of
Emergency Management of the Department of Public Safety to carry out the duties in
G.S. 130A-309.202. The-fundsremainingin-the-Coal CombustionResiduals Managemen Fund

A

appropriated from the Coal Combustion Residuals Manag~~ent Fund “~~ sum of six hundred
thirty thousand dollars ($630,000) to the Department of Public €~ ty to sur—~-t the positions
for the 2014-2015 fiscal year. These positions shall be used to provide assistance to the Coal
Ash Management Commission established by G.S. 130A-309.202, as enacted by Section 3(a)
of this act. The positions shall be assigned in the following manner: one of the positions shall
be the executive director of the staff, two positions shall be assigned as analysts, one position
shall be assigned as a technician, and one position shall be assigned as administrative. The
Division of Emergency Management in the Department of Public Safety shall consult with the
Chair of the Commission in hiring the staft for the Coal Ash Management Commission. The
Division of Emergency Management in the Department of Public Safety shall provide support
to the Commission until the staff of the Commission is hired, including the designation of an
individual to serve as an interim executive director of the staff.

SECTION 15.(e) If the moneys in the Coal Combustion Residuals Management Fund are
insufficient to support the appropriations set out in su™~~ction 15(c) and subsection 15(d) of
this section for the 2014-2015 fiscal year, then each appropriation is hereby reduced on a
proportional basis.

SECHONA5(e)SECTION 15.(f) Subsection (a) of this section becomes eftective July 1,
2014, and expires April 1, 2030, and applies to jurisdictional revenues earned on or after July 1,
2014, and before April 1, 2030. The remainder of this section becomes effective July 1, 2014."

SECTION 9. Sections 7 and 8 of this act become effective July 1, 2014. The
remainder of this act is effective when it becomes law.

Senate Bill 14-First Edition Page 3






Attachment 5

SENATE BILL 14:
Acad. Standards/Rules Review/Coal Ash/Funds

2015-2016 General Assembly

Committee: Senate Appropriations/Base Budget Date: February 3, 2015
Introduced by: Sens. Brown, Harrington, B. Jackson Prepared by: Ben Stanley
Analysis of: First Edition Committee Counsel

SUMMARY: Senate Bill 14 makes funds available to cover litigation expenses of the Rules Review
Commission, makes funds available to fund the operations of the Academic Standards Review
Commission, and clarifies the appropriation of funds from the Coal Combustion Residuals
Management Fund.

BILL ANALYSIS: Section 1 of the bill transters $100,000 of tunds appropriated to the State Board of
Education for the 2014-2015 fiscal year to the Rules Review Commission to be used to pay litigation
costs incurred in the defense of North Carolina State Board of Education v. The State of North Carolina

and The Rules Review Commission. It also provides that these funds shall not revert until the end of the
2015-2016 fiscal year.

Section 2 of the bill transters $275,000 of funds appropriated to the Department of Public Instruction for
current operations of that Department for the 2014-2015 fiscal year to the Academic Standards Review
Commission. These funds are to be used first to reimburse the Department ot Administration tor costs it

has incurred to support of the Commission with the remainder to be used to support the operations of the
’ Commission.

Section 3 of the bill provides that the funds transterred in Section 2 shall remain available to the

Academic Standards Review Commission until it terminates and shall not revert until the end of the
2015-2016 fiscal year.

Section 4 of the bill prohibits the expenditure of any of the funds transferred in Section 2 on survey
related to the adoption of academic standards.

Section 5 of the bill clarifies that the Academic Standards Review Commission is subject to the Public
Records Act and the Open Meetings Law. It also requires that certain information be posted on the
Commission's website and that official meetings of the Commission be streamed on the Internet.

Section 6 of the bill provides that in order to facilitate the transfer of funds required by Section 2, the
State Board of Education shall reduce the operating budget of the Department ot Public Instruction and
shall make no reductions to tunding or positions to certain entities.

Section 7 of the bill clarifies that it is the intent of the General Assembly that 26.5% of the funds in the
Coal Combustion Residuals Management Fund shall be used by the Coal Ash Management Commission
and that the remainder shall be used by the Department of Environment and Natural Resources.

Section 8 of the bill provides that up to 25, rather than exactly 25, positions are created in Department of
Environment and Natural Resources to carry out the duties imposed by G.S. 130A-309.202. It also
clarifies the amount of the appropriation to support the positions and provides that it there is a shortfall
in the fund, appropriations to DENR and DPS are to be reduced in equal proportions.

EFFECTIVE DATE: Sections 7 and 8 of the bill become eftective July 1, 2014. The remainder of the
‘ bill is effective when it becomes law.

JOLTTERIL [T
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Kory Goldsmith
Director
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Senate Committee on Appropriations/Base Budget
Tuesday, February 10, 2015 at 1:00 PM
Room 544 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 1:12 PM on February 10, 2015 in
Room 544 of the Legislative Office Building. Twenty members were present. Senator Kathy
Harrington, Chair, presided. Senator Harrington called the meeting to order and recognized the
Sergeant-at-Arms’ staff and Pages.

Senator Bill Rabon explained SB 20 IRC Update/Motor Fuel Tax Changes. (Senators
Rabon, Rucho, Tillman)

A discussion among committee members followed the presentation and included an explanation
of the February consensus forecast and Senate Bill 20 changes to the Motor Fuels Tax presented

by Amna Cameron of Fiscal Research. (See Attachment 7)

Senator Brown moved for a favorable report and the motion carried.

The meeting adionrned at 1-30 PM.

SEE ATTACHMENT 3
FOR SIGNED MINUTES

Mary Marchman, Committee Clerk
Presiding

Attachments:
1. Agenda
Committee Report
Minutes
Senate Bill 20
Summary of Senate Bill 20
Fiscal Note
Comparison of February 2015 Transportation Consensus Forecast and Senate Bill 20
Changes to the Motor Fuels Tax
8. Visitor Registration
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Senate Committee on Appropriations/Base Budget

Tuesday, February 10, 2015, 1:00 p.m.
Legislative Office Building, Room 544

Agenda

Welcome and Introductions Senator Kathy Harrington

S.B. 20, IRC Update/Motor Fuel Tax Changes  Senator Bob Rucho
Senator Bill Rabon

Adjourn
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Senate Committee on Appropriations/Base Budget
Tuesday, February 10, 2015 at 1:00 PM
Room 544 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 1:12 PM on February 10, 2015 in
Room 544 of the Legislative Office Building. Twenty members were present. Senator Kathy
Harrington, Chair, presided. Senator Harrington called the meeting to order and recognized the
Sergeant-at-Arms’ staff and Pages.

Senator Bill Rabon explained SB 20 IRC Update/Motor Fuel Tax Changes. (Senators
Rabon, Rucho, Tillman)

A discussion among committee members followed the presentation and included an explanation
of the February consensus forecast and Senate Bill 20 changes to the Motor Fuels Tax presented

by Amna Cameron of Fiscal Research. (See Attachment 7)

Senator Brown moved for a favorable report and the motion carried.

The meeting adjourned at 1:30 PM.

Mary Marchghan, Cemmittee Clerk
Presiding

Attachments:
1. Agenda
2. Committee Report
3. Minutes
4. Senate Bill 20
5. Summary of Senate Bill 20
6. Fiscal Note
7. Comparison of February 2015 Transportation Consensus Forecast and Senate Bill 20

Changes to the Motor Fuels Tax
8. Visitor Registration
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ATTACHMENT 4

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

SENATE BILL 20
Finance Committee Substitute Adopted 2/10/15

Short Title:  IRC Update/Motor Fuel Tax Changes. (Pubilic)

Sponsors:

Referred to:

February 4, 2015

A BILL TO BE ENTITLED
AN ACT TO UPDATE THE REFERENCE TO THE INTERNAL REVENUE CODE, TO
DECOUPLE FROM CERTAIN PROVISIONS OF THE FEDERAL TAX INCREASE
PREVENTION ACT OF 2014, TO MODIFY THE MOTOR FUELS TAX RATE, AND
TO MAKE CERTAIN REDUCTIONS WITHIN THE DEPARTMENT OF
TRANSPORTATION FOR THE 2014-2015 FISCAL YEAR.
The General Assembly of North Carolina enacts:

PART I: IRC UPDATE
SECTION 1.1 G.S. 105-228.90(b)(1b) reads as rewritten:

"(1b) Code. — The Internal Revenue Code as enacted as of December 342043 January 1,
2015, including any provisions enacted as of that date that become eftfective either betore or
after that date.”

SECTION 1.2.(a) G.S. 105-130.5B(c) reads as rewritten:
"§ 105-130.5B. Adjustments when State decouples from federal accelerated depreciation
and expensing.

() Section 179 Expense. — For purposes ot this subdivision, the definition of section
179 property has the same meaning as under section 179 ot the Code as of January 220643
January 1, 2015. A taxpayer who places section 179 property in service during a taxable year
listed in the table below must add to the taxpayer's federal taxable income cighty-five percent
(85%) of the amount by which the taxpayer's expense deduction under section 179 of the Code
exceeds the dollar and investment limitation listed in the table below for the taxable year.

A taxpayer is allowed to deduct twenty percent (20%) of the add-back in each of the first
five taxable years following the year the taxpayer is required to include the add-back in income.

Taxable Year of Dollar Limitation Investment Limitation
85% Add-Back

2010 $250,000 $800,000

2011 $250,000 $800,000

2012 $250,000 $800,000

2013 $25,000 $200,000

2014 $25,000 $200.000"

SECTION 1.2.(b) G.S. 105-153.6(c) reads as rewritten:
"§ 105-153.6. Adjustments when State decouples from federal accelerated depreciation

HHRWARA
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(¢) Section 179 Expense. — For purposes of this subdivision, the definition of section
179 property has the same meaning as under section 179 of the Code as of Januvary2,2043-
January 1, 2015. A taxpayer who places section 179 property in service during a taxable year
listed in tI table below must add to the taxpayer's federal taxable income or adjusted gross
income, as appropriate, eighty-five percent (85%) of the amount by which the taxpayer's
expense deduction under section 179 ot the Code exceeds the dollar and investment limitation
listed in the table below tor that taxable year. For taxable years before 2012, the taxpayer must
add the amount to the taxpayer's federal taxable income. For taxable year 2012 and after, the
taxpayer must add the amount to the taxpayer's adjusted gross income.

A taxpayer is allowed to deduct twenty percent (20%) of the add-back in each of the first
five taxable years following the year the taxpayer is required to include the add-back in income.

Taxable Year of Dollar Limitation Investment Limitation
85% Add-Back
2010 $250,000 $800,000
2011 $250,000 $800,000
2012 $250,000 $800,000
2013 $25,000 $200,000
2014 $25,000 $200,000"

SECTION 1.3. G.S. 105-153.5 reads as rewritten:
"§ 105-153.5. Modifications to adjusted gross income.

(a) Deduction Amount. — In calculating North Carolina taxable income, a taxpayer may
deduct from adjusted gross income either the standard deduction amount provided in
subdivision (1) of this subsection or the itemized deduction amount provided in subdivision (2)
of this subsection that the taxpayer claimed under the Code. The deduction amounts are as
follows:

(1) Standard deduction amount. — The standard deduction amount is zero for a
person who is not eligible for a standard deduction under section 63 of the
Code. For all other taxpayers, the standard deduction amount is equal to the
amount listed in the table below based on the taxpayer's filing status:

Filing Status Standard Deduction
Married, tiling jointly $15,000
Head of Household 12,000
Single 7,500
Married, filing separately 7,500.
(2) [temized deduction amount. — An amount equal to the sum of the items listed

in this subdivision. The amounts allowed under this subdivision are not

subject to the overall limitation on itemized deductions under section 68 of

the Code:

a. The amount allowed as a deduction for charitable contributions under
section 170 of the Code for that taxable year. For taxable year 2014,
a_tax~~ver who elected to take the income exclusion under section
408(d)(8) of the Code for a qualified charitable distribution from an
individual retirement plan by a person who has attained the age of 70
1/2 may deduct the amount that would have been allowed as a
charitable deduction under section 170 of the Code had the taxpayer
not elected to take the income exclusion.

b. The amount allowed as a deduction for interest paid or accrued
during the taxable year under section 163(h) of the Code with respect
to any qualified residence plus the amount claimed by the taxpayer as
a deduction for property taxes paid or accrued on real estate under
section 164 of the Code for that taxable year. For taxable year 2014,

Page 2 Senate Bill 20-Second Edition
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1% Sales Tax Act determine the amount of local sales and use tax to be deducted under this
section fro  a motor fuel excise tax refund. The sales price and the cost price of motor fuel to
be used in determining the amount to deduct is the average of the wholesale prices used under
G.S. 105-4 .80 to determine the excise tax ratesrate in effect for the twe-six-month-periods-of
thecalendar year for which the refund is claimed.”

SECTION 2.3. G.S. 105-449.80 reads as rewritten:
"§ 105-449.80. Tax rate.

(a) Rate. — The motor fuel excise tax rate is a flat rate of seventeen and one-half cents
(17 1/2¢) a gallon plus a variable wholesale component. The variable wholesale component is
etther-the greater of three-seventeen and one-half cents G—32¢3(17 1/2¢) a gallon or seven
percent{7%)nine and nin~ *=1ths percent (9.9%) of the average wholesale price of motor fuel
for the app :able base peﬁed—whﬁrehever—rsgreatepperrod

The twe-base
March-34+-—period is a twelve month perrod endmg September 30 The Secretary must set the

tax rate twiee-for a year based on the wholesale price for each base period. A tax rate set by the

Secretary using information for the base period-that-ends—enSeptember30 applies to the
sbe-month perted ¢ alendar year that beglns the followrng January | Haerat&set—by—tbe

od that beoins : : ot
(b) Wholesale Price. — The Secretary must determine the average wholesale price of

motor fuel for each base period. To do this, the Secretary must use information on refiner and
gas plant « erator sales prices of finished motor gasoline and No. 2 diesel fuel for resale,
published by the United States Department of Energy in the "Monthly Energy Review", or
equivalent data.

The Secretary must compute the average sales price of finished motor gasoline for the base
period, co1 Hute the average sales price for No. 2 diesel fuel for the base period, and then
compute a weighted average of the results of the first two computations based on the proportion
of tax collected on each under this Article for the base period. The Secretary must then convert
the weighted average price to a cents-per-gallon rate and round the rate to the nearest one-tenth
of a cent (1/10¢). If the converted cents-per-gallon rate is exactly between two-tenths of a cent
(2/10¢) the Secretary must round the rate up to the higher of the two.

(c) Notification. — The Secretary must notify affected taxpayers of the tax rate to be in
effect for each six-menth-pertodcalendar year beginning January +and-duby-1."

SECTION 2.4.(a) Section 4.1 of S.L. 2014-100 reads as rewritten:

"SECTION 4.1. Appropriations from the State Highway Trust Fund for the maintenance
and operation of the Department of Transportation and for other purposes as enumerated are
adjusted for the fiscal year ending June 30, 2015, according to the following schedule.
Amounts set out in parentheses are reductions from Highway Trust Fund Appropriations for the
2014-2015 fiscal year.

Current Operations — Highway Trust Fund 2014-2015

Program Administration ($11,000,000)
Aid to Municipalities 0
Intrastate

Secondary Roads

Urban Loops

Mobility Fund

Turnpike Authority
Transfer to General Fund
Transfer to Highway Fund

OO O OO OO
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Debt Service 0

Strategic Prioritization Funding Plan for Transportation Investments 67;993.14059,738,140

Total Highway Trust Fund Appropriations $ 1162393440 "54.138,140"
SECTION 2.4.(b) Section 4.2 of S.L. 2014-100 reads as rewritten:
"SECTION 4.2. Section 4.2 of S.L. 2013-360 is repealed. The Highway Trust Fund
availability used in developing the 2014-2015 fiscal year budget is shown below:

Highway Trust Fund Availability Statement 2014-2015
Unreserved Fund Balance $0
Estimated Revenue 1-162.370.0001,154,115,000
Adjustment to Revenue Availability:

Motor Fuel Tax Refund Repeal (Taxi Cabs) 23,140
Total Highway Trust Fund Availability $ 1162:393,;1401,154.138.140
Unappropriated Balance $0"

SECTION 2.4.(¢) Section 3.1 of S.L. 2014-100 reads as rewritten:
"SECTION 3.1. Appropriations from the State Highway Fund for the maintenance and
operation of the Department of Transportation and for other purposes as enumerated are
adjusted for the fiscal year ending June 30, 2015, according to the following schedule.

Amounts set out in parentheses are reductions from Highway Fund Appropriations for the
2014-2015 fiscal year.

Current Operations — Highway Fund 2014-2015
Department of Transportation
Administration $ 1,949,344
Division of Highways
Administration 0
Construction 0
Maintenance 53,407,586
Planning and Research 0
OSHA Program (7,307)
Ferry Operations (1,542,317)
State Aid to Municipalities 9,453,990
Intermodal Divisions
Public Transportation 0
Aviation (800,000)
Rail (960,325)
Bicycle and Pedestrian (30,043)
Governor's Highway Safety (5,699)
Division of Motor Vehicles (988,255)

Senate Bill 20-Second Edition Page 5
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Other State Agencies, Reserves, Transfers 7,354,812
Capital Improvements 0

Reductions Made Pursuant to Senate Bill 20:

"IRC Update/Motor Fuel Tax Changes," 2015 Regular Session (24.765,000)
Total Highway Fund Appropriations $1984.142.2861,959.377.. 6"

SECTION 2.4.(d) Section 3.2 of S.L.. 2014-100 reads as rewritten:
"SECT OJN 3.2. Section 3.2 of S.L. 2013-360 1s repealed. The Highway Fund availability
used in adj ting the 2014-2015 fiscal year budget is shown bclow:

Highway Fund Availability Statement 2014-2015
Unreserved Fund Balance $ 12,000,000
Estimated Revenue 1,973,750,000
Adjustment to Revenue Availability:

Motor Fuel Tax (Shallow Draft Navigation Channel Dredging Fund) (1,677,134)

Motor Fuel Tax Refund Repeal (Taxi Cabs) 69,420

Reductions Made Pursuant to Senate Bill 20:

"IRC Update/Motor Fuel Tax Changes," 2015 Rcgular Session (24.,765,000)
Revised Total Highway Fund Availability $4:984:142:2861.959,377.286
Unappropriated Balance $ 0"

SECTION 2.4.(e) For the 2014-2015 fiscal year, appropriations to each certified
fund code within the Highway Fund are hereby reduced by two and one hundred seventy-five
thousandths percent (2.175%), which shall amount to a total reduction of nine million
ninety-two thousand six hundred sixteen dollars ($9,092,616). In making the reductions
required by this subsection, the following fund codes shall not be reduced:

(1) 84210-0852

(2) 84210-0862

(3) 84210-0864

(4) 84210-0865

%) 84210-0867

(6) 84210-0868

(7) 84210-0871

(8) 84210-0873

9) 84210-0877

(10) - 84210-0878

(11)  84210-0881

(12)  84210-0882

(13) 84210-0885"

(14)  84210-0889

(15) 84210-0892

(16) 84210-0893

(17)  84210-0933

(18) 84210-0934

(19)  84210-0935

(20)  84210-0937

(21) 84210-1165

(22)  84210-1260

Page 6 Senate Bill 20-Second Edition
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(23)  84210-7040

(24) 84210-7615

(25) 84210-7818

(26)  84210-7821

(27)  84210-7822

(28)  84210-7824

(29)  84210-7825

(30)  84210-7826

(31)  84210-7827

(32) 84210-7828

(33) 84210-7834

(34) 84210-7836

(35) 84210-7839

(36) 84210-7841

SECTION 2.4.(f) For the 2014-2015 fiscal year, appropriations to each of the
following certified fund codes within the Highway Fund are hereby reduced by one percent
(1%), which shall amount to a total reduction of four million six hundred eighty-seven
thousand six hundred thirty dollars ($4,687,630):

(1) 84210-7821

(2) 84210-7822

(3) 84210-7841

SECTION 24.(g) For the 2014-2015 fiscal year, and notwithstanding any
provision of law to the contrary, the Director of the Budget and the Secretary of Revenue shall
make the following reductions:

() Two million five hundred seventy-five thousand five hundred sixty dollars

($2,575,560) to the total amount of funds appropriated pursuant to
G.S. 136-41.1.

(2) Forty-one thousand two hundred seventy-five dollars ($41,275) to the total
amount of funds credited to the Wildlife Resources Fund pursuant to
G.S. 105-449.126.

3) Forty-one thousand two hundred seventy-five dollars ($41,275) to the total
amount of funds credited to the Shallow Draft Navigation Channel and Lake
Dredging Fund pursuant to G.S. 105-449.126.

SECTION 2.4.(h) By March 1, 2015, the Secretary of the Department of
Transportation shall reduce its workforce by eliminating 500 filled, full-time positions within
the Department of Transportation, which shall amount to a total reduction of six million two
hundred fifty thousand dollars ($6,250,000). The Secretary of the Department of Transportation
shall eliminate positions under this subsection in the following priority order:

(1) Departmental administration staff, including positions within units and

divisions with unmet outsourcing targets.

(2) Positions that allow the Department of Transportation to plan for future
outsourcing of maintenance activities. The term "maintenance activities”
includes, but is not limited to, pavement preservation, winter weather
treatments, roadside environmental, and preconstruction activities.

3) Positions that allow the Department of Transportation to reduce management
layers.

SECTION 2.4.(i)) Notwithstanding G.S. 126-7.1, the Secretary of the Department
of Transportation shall provide notice as soon as practicable to any employee affected by the
reduction in its workforce under subsection (h) of this section.

SECTION 2.4.(j) The Secretary of the Department of Transportation shall
eliminate a minimum of 50 vacant positions within the Department of Transportation to

Senate Bill 20-Second Edition Page 7
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achieve a total reduction of two million seventy-six thousand six hundred forty-four dollars
($2,076,64 . The Secretary of the Department of Transportation may use lapsed salaries to
meet the reduction required under this subsection.

SECTION 2.4.(k) Notwithstanding any provision of law to the contrary, the total
amount of funds generated by the reductions in this act shall be used to support the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated for the Department of Transportation in S.L. 2014-100. To the extent any of the
funds generated by the reductions in this act are deemed unappropriated, these funds are hereby
appropriated. The Director of the Budget shall modity the certified budget to reflect the
reductions to appropriations made in this act.

SECTION 2.5. Section 2.4 of this act is effective when the act becomes law.
Section 2.1 of this act expires January 1, 2016. The remainder of this Part becomes eftective
March 1,2 5.

PART III: EFFECTIVE DATE

SECTION 3. Except as otherwise provided, this act is effective when it becomes
law.

Page 8 Senate Bill 20-Second Edition




ATTACHMENT 5

SENATE BILL 20:
IRC Update

~

2015-2016 General Assembly

Committee: Senate Appropriations/Base Budget Date: February 10, 2015
Introduced by: Sens. Rabon, Rucho, Tillman Prepared by: Trina Griffin
Analysis of: Second Edition Staff Attorney

SUMMARY: Senate Bill 20 consists of two Parts. The first Part, which is a recommendation of the
Revenue Laws Study Committee, updates from December 31, 2013, to January 1, 2015, the reference
to the Internal Revenue Code used in determining certain State tax provisions. The bill decouples
from the following extensions under the federal Tax Increase Prevention Act of 2014 for the 2014 tax
vear, but it would conform to the $250 teacher expense deduction:

e FEnhanced Section 179 expensing

e Exclusion from income for forgiveness of debt on principal residence
e Deduction for mortgage insurance premiums

o Deduction for higher education tuition expenses

o Tax-free distribution from IRAs to public charities

. e second Part makes the following changes to the motor fuels tax:

e Reduces the motor fuels tax rate from 37.5 cents to 35 cents beginning March 1, 20135.

o Changes the variable component of the formula for determining the rate, beginning January
1, 2016.

e Replaces the two 6-month base periods used in determining the gas tax rate with a single 12-
month base period.

o  Makes $8.25 million and $24.7 million reductions in the Highway Trust Fund and Highway
Fund budgets for the 2014-2015 fiscal year.

PART I: IRC UPDATE

CURRENT LAW: North Carolina's tax law tracks many provisions of the federal Internal Revenue
Code by reference to the Code.! The General Assembly determines each year whether to update its
reference to the Code.” Updating the reference makes recent amendments to the Code applicable to the
State to the extent that State law previously tracked federal law. The General Assembly’s decision
whether to conform to federal changes is based on the fiscal, practical, and policy implications of the
federal changes and is normally enacted in the following year, rather than in the same year the federal
changes are made. Maintaining conformity with federal tax law simplifies tax reporting because a

'North Carolina first began referencing the Internal Revenue Code in 1967, the year it changed its taxation of corporate
income to a percentage of federal taxable income.

“The North Carolina Constitution imposes an obstacle to a statute that automatically adopts any changes in federal tax law.
Article 'V, Section 2(1) of the Constitution provides in pertinent part that the “power of taxation ... shall never be
surrendered, suspended, or contracted away.” Relying on this provision. the North Carolina court decisions on delegation of
legislative power to administrative agencies, and an analysis of the few federal cases on this issue, the Attorney General’s
Office concluded in 2 memorandum issued in 1977 to the Director of the Tax Research Division of the Department of
Revenue that a “statute which adopts by reference future amendments to the Internal Revenue Code would ... be invalidated

s
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O. Walker Reagan

Director (919) 733-2578

‘ Research Division
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taxpayer will not need to account for differing federal and State treatment of the same asset. The current
reference to the Code is December 31, 2013.

BACKGROUND: On December 19, 2014, the Tax Increase Prevention Act of 2014 (TIPA) was
signed into law’ and extended several provisions that were enacted last year in the American Taxpayer
Relief Act (ATRA). ATRA was intended to avert the anticipated "fiscal cliff” due to the sunset
provisions scheduled to take effect in 2013 that would have ended the Bush-era tax cuts contained in the
Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) and the Jobs and Growth Tax
Relief Reconciliation Act of 2003 (JGTRRA), which were temporarily extended by the Tax Relief,
Unemployment Insurance Reauthorization, and Job Creation Act of 2010 (2010 Tax Relief Act).

ANALYSIS:
UPDATE IRC REFERENCE DATE

Section 1.1 of the bill would update the reference to the Code from December 31, 2013, to January 1,
2015.

COUPLED PROVISION

By updating the reference to the Code, North Carolina would conform to various provisions, including
the following:

Teachers' Classroom Expense Deduction

This bill would result in conformity with the extension of the federal teachers' classroom expense
deduction for tax year 2014,

Explained. — This deduction allows primary and secondary education professionals to take an above-
the-line ded tion for qualified expenses up to $250 paid out-of-pocket during the year.

Federal Background. — This deduction was established under EGTRRA in 2001 (beginning with tax
year 2002) . d was scheduled to expire in 2006. It was subsequently extended through 2013. 7 A
extended the deduction for one more year.

North Carolina Background. — Prior to 2012, teachers in North Carolina were allowed the
deduction at the State level because North Carolina began its calculation of taxable income with
federal AGI. In 2012, North Carolina enacted a stand-alone individual income tax deduction for this
purpose. The stand-alone provision was enacted because, at the time, the federal deduction was set
to expire and Congress had not yet acted to extend it. However, this deduction was repealed as part
of the Tax Simplification and Reduction Act of 2013 (HB 998), effective for tax years beginning on
or after January 1, 2014. Because Congress has extended the deduction for tax year 2014, the update
of the IRC reference in this bill would mean that teachers will continue to be able to take advantage
of this dedu on.

DECOUPLED PROVISIONS®

P.L. 113-295.

* Since 2002, North Carolina has decoupled from the federal bonus depreciation provisions. Under the Tax Simplification and
Reduction Act”, North Carolina permanently decoupled from this provision, which means that the General Assembly does
not have to take any action to decouple from this provision to the extent Congress continues to extend it. Therefore, although
Congress extended the 50% bonus depreciation provision for one more year under TIPA, North Carolina does not conform to
this extension. For taxable years beginning on or after January 1, 2014, a taxpayer is required to add back 85% of the
accelerated depreci  on amount in the year it is claimed for federal purposes with a corresponding 20% deduction over the
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Section 179 Expensing

Section 1.2 of the act does not conform to the one-year extension of the enhanced section 179 expensing
provision. For tax year 2014, the deduction and investment limits are $25,000 and $200,000, which are
what the limits would have been at the federal level if TIPA had not been enacted. However, it does
conform to the definition of qualifying Section 179 property.

The act further provides that the property's basis will be the same for federal and State purposes and
treats the difference in the same manner as State tax law has historically treated the bonus depreciation:
A taxpayer must add back 85% of the additional expensing taken under federal law in 2014 and then
deduct 20% of this amount over the succeeding five years. Full conformity to the section 179 expense
deduction would have been $52 million.

Explained. — Section 179 of the Code allows taxpayers to immediately deduct, rather than gradually
depreciate, the cost of qualified assets, subject to certain limitations.” Use of the allowance has two
components: a dollar limitation and an investment limitation. The dollar limitation 1s the maximum
amount of the deduction that the taxpayer may elect to take. The investment limitation is the
maximum amount that can be spent on equipment before the deduction begins to be reduced. The
deduction 1s reduced, dollar for dollar, by the amount that exceeds the investment limitation. Prior
to 2010, section 179 was commonly thought to apply to small businesses because of its maximum
deduction and investment limits.” However, the enhancements made by the Small Business Jobs Act

of 2010 (2010 Jobs Act) were the most expansive ever enacted and those limits were extended under
ATRA and TIPA.

Federal Background. — Since 2010, the deduction limitation has been $500,000 and the investment
limitation has been $2 million. Without the recent extensions, the hmits would have reverted to the
prior levels of $25,000 and $200,000.

North Carolina Background. — Prior to 2010, North Carolina typically conformed to the enhanced
section 179 expense deduction provisions. However, given the expansive nature of the enhancements
made by the 2010 Jobs Act, which have been extended over the last several years, North Carolina
has decoupled and adopted lower limits since 2010.

Income Exclusion for Distributions from IRAs to Charity

This bill does not conform to the extension of the income exclusion for a qualified charitable distribution
from an individual retirement plan by a person who has attained the age of 70% for tax year 2014. The
treatment 1s capped at a maximum of $100,000 per taxpayer. However, a taxpayer who itemizes and
who elected to take the income exclusion would be able to deduct the amount that would have been

allowed as a charitable deduction under the Code had the taxpayer not elected to take the income
exclusion.

Explained. — Generally, a taxpayer must include in gross income distributions made from a
traditional or Roth IRA account except to the extent they represent a return of nondeductible
contributions or are rolled over into another qualified retirement plan.

next five years. The taxpayer will be deducting the same amount of an asset’s basis under State faw as under federal {aw, it
is just that the timing of the deduction differs.

* Generally, taxpayers take the Section 179 expensing deduction first and claim bonus depreciation on any remaining basis.

® Prior to the Emergency Economic Stabilization Act of 2008 (EESA), deduction limit was $125,000 with a phase-out
beginning at $500,000.

7 North Carolina's dollar and investment limitations were $250,000 and $800,000, respectively, for taxable years 2010
through 2012. The dollar and investment limitations for 2013 were $25,000 and $200,000, respectively.
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Federal Background. — Since 2006, taxpayers age 70% or older may contribute up to $100.000
from their IRA account to a charity tax-free. This income exclusion was set to expire for
distributions made in tax years beginning after December 31, 2013. TIPA extends the availability of
this exclusion for one year.

Neorth Carolina Background. — North Carolina conformed to this provision for 2006 through 2012,
but decoupled for 2013.

Deduction for Mortgage Insurance Premiums as Interest

Section 1.3 of the act does not conform to the extension of the deduction for mortgage insurance
premiums as interest for tax year 2014. Therefore, taxpayers may not include any amount for mortgage
insurance premiums in their deduction for qualified residence interest. The cost to conform to this
provision would be approximately $4 million.

Explained. — Generally, taxpayers may not deduct any interest paid or accrued during the tax year
that 1s considered personal interest. This restriction does not apply to certain types of interest,
including qualified residence interest. Qualified residence interest includes interest on home
acquisition indebtedness of up to $1 million and interest on home equity indebtedness of up to
$100,000. 1 the case of a home acquisition loan, an individual who cannot pay the entire down
payment amount may be required to purchase mortgage insurance.

Federal Background. —Since 2006, premiums paid for qualified mortgage insurance in connection
with acquisition indebtedness for a qualified residence are treated as qualified residence interest and
are deductible.” The treatment of qualified mortgage insurance as qualified residence interest was
set to expire for amounts paid or accrued after December 31, 2013. TIPA extends the availability of
the deductic  for one year.

North Carolina Background. — North Carolina conformed to this provision from 2006 through
2012, but decoupled for the first time for tax year 2013.

Income Excl sion for Discharge of Qualified Principal Residence Indebtedness

Section 1.3 of = act does not conform to the extension of the income exclusion for the discharge of
qualified principal residence indebtedness. It requires a taxpayer to add back the amount excluded at the
federal level for purposes of determining North Carolina taxable income. The cost to conform to this
provision would be approximately $14 million.

Explained. — Taxpayers are generally required to recognize income from the discharge of
indebtedness. An exception from this rule is for the discharge of qualified principal residence
indebtedness, which has been excludible from gross income on a temporary basis since 2007."" The
exclusion is limited to $2 million, and applies to indebtedness incurred in the acquisition,
construction, or substantial improvement of a principal residence and secured by the residence.

Federal Background. — This exclusion was scheduled to expire for debt discharged after December
31, 2013, but was extended for one year under TIPA.

¥ This exclusion was originally authorized by the Pension Protection Act of 2006. The law was extended through 2009 by the
Emergency Economic Stabilization Act of 2008, and through 2011, by the 2010 Tax Relief Act.

? The deduction is subject to a phaseout. For every $1,000, or fraction thereof, by which the taxpayer's AGI exceeds
$100,000, the amount of mortgage insurance premiums treated as interest is reduced by 10%.

" This exclusion was originally authorized in the Mortgage Debt Relief Act of 2007.
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North Carolina Background. — North Carolina conformed to this provision from 2007 through
2012, but decoupled for the first time for tax year 2013.

Higher Education Deduction

Section 1.3 of the act does not conform to the extension of the federal qualified tuition and expenses
deduction for tax year 2014. The cost to conform to this provision would be approximately $1 million.

Explained. — Subject to income limitations, a taxpayer may take an above-the-line deduction for
qualified education expenses paid during the year for the taxpayer or the taxpayer's spouse or
dependents. Generally, any accredited public, nonprofit, or proprietary post-secondary institution 1s
an eligible educational institution. The maximum deduction 1s $4,000 for an individual whose
adjusted gross income for the tax year does not exceed $65,000 ($130,000 for MFJ filers), or $2,000
for other individuals whose adjusted gross income does not exceed $80,000 ($160,000 for MFJ
filers).

Federal Background. — This deduction was established under EGTRRA and was scheduled to
expire in 2006. It was subsequently extended through 2013. TIPA extended the deduction for one
more year.

North Carolina Background. — North Carolina had conformed to this provision until last year when
it decoupled for the 2013 taxable year.

PART II: MOTOR FUEL TAX CHANGES

The second part of the bill would reduce the motor fuels tax rate from 37.5 cents to 35 cents beginning
March 1, 2015, it would change the variable component of the formula used in determining the rate,
beginning January 1, 2016, and it would make corresponding $8.25 million and $24.7 million reductions
in the Highway Trust Fund and Highway Fund budgets, respectively. Tt would also replace the two 6-
month base periods used in determining the gas tax rate with a single 12-month base period.

CURRENT LAW:

Rate. — A motor fuel'' excise tax is imposed on all motor fuels sold, distributed, or used in the State.
The rate of tax consists of a flat rate of 17.5¢ per gallon plus a variable wholesale component equal to
the greater of 7% of the average wholesale price of motor fuel during a base six-month base period or
3.5¢ per gallon.

The current motor fuel tax rate is 37.5¢ per gallon. Section 8 of S.L. 2013-316 capped the tax at this
rate for the period October 1, 2013, through June 30, 2015. The current rates in surrounding states are:
South Carolina -16¢ per gallon; Virginia - 19.88¢ per gallon, and Tennessee - 20¢ per gallon.

Base Period. — The two base periods are six-month periods. For the base period ending on September
30, the tax rate applies to the six-month period that begins the following January 1. For the base period
ending on March 31, the tax rate applies to the six-month period that begins the following July 1.

Distribution of Revenue. — The revenue generated by the motor fuel tax is distributed as follows'?:
One-half cent of the excise tax on each gallon of gas is distributed to funds for underground tank storage
cleanup water and air quality. The remaining excise tax revenue is allocated as follows:

e 75% to the Highway Fund and used for maintenance, transit, rail, State Highway Patrol,
DMV, some secondary road improvement, Powell Bill distribution to local governments, and

'Motor fuel is defined as gasoline, diesel fuel, and blended fuel (G.S. 105-449.60(31)).
" G.S. 105-449.125.
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some other administrative needs. G.S. 105-449.126 credits 1/6 of 1% of this amount annually
to the Wildlife Resources Fund to be used for the boating and water safety activities
described in G.S. 75A-3(c).

o 25% to the Highway Trust Fund and used for construction of the intrastate system, some
secondary road improvement, and Powell Bill distribution to local governments.

BILL ANALYSIS:

Section 2.1 of the bill would reduce the motor fuels tax by 2.5¢ per gallon beginning March 1, 2015.
This rate would remain in place until January 1, 2016. Under current law, the gas tax rate will be reset
on July 1, 2015, and 1s projected to drop approximately 6 to 8 cents.

Section 2.2 is a conforming change regarding the shift from two six-month base periods to one 12-
month base period (See Section 2.3).

Section 2.3 of ¢ bill changes the formula for determining the motor fuels tax rate. The tax consists of
two components. There is a flat rate of 17.5¢ per gallon plus there is a variable wholesale component
equal to the greater of 3.5¢ per gallon or 7% of the average wholesale price of motor fuel during a base
six-month base period. This bill would modify the variable component of the tax to the greater of 17
1/2¢ per gallon or 9.9% of the average wholesale price of motor fuel for a 12-month base period.

Section 2.3 of e bill would also change the period upon which the motor fuels tax rate is determined.
Under current law, the rate is set twice a year. A rate goes into effect on January 1 based on the prior
six-month period from April to September, and also on July 1 based on the prior six-month period from
October to March. Under the bill, the rate would be determined once a year, using a 12-month base
period that runs from October 1 to September 30, with a new rate going into effect on the following
January 1.

Section 2.4 of the bill reflects reductions in the Highway Trust Fund and Highway Fund budgets for FY
14-15 to balance the reduction in revenues derived from the tax. The reductions would include the
following:

o Reductions to the Highway Trust Fund:
o A general cut of $8.25 million to the strategic funding plan.

o Reductions to the Highway Fund:

o A 2% across-the-board cut from within the Highway Fund, but excluding maintenance
funds, transfers, and certain other accounts.

o A 1% cut to three maintenance funds from within the Highway Fund: primary
maintenance, secondary maintenance, and to pavement preservation funds.

o A reduction of $2,575,560 1n Powell Bill funds.

o Areduction of $41,275 credited to the Wildlife Resources Fund.

o A reduction of $41,275 credited to the Shallow Draft Navigation Channel and Lake
Dredging Fund.

o By March 1, 2015, a reduction-in-force of 500 filled, full-time positions and a minimum
of 50 vacant positions within the Department of Transportation.
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GENERAL ASSEMBEY‘ OF NORTH CAROLINA

Session 2015
FISCAL ANALYSIS MEMORANDUM

[This confidential fiscal memorandum is a fiscal analysis of a draft bill, amendment, committee substitute, or
conference committee report that has not been formally introduced or adopted on the chamber floor or in
commiittee. This is not an official fiscal note. 1f upon introduction of the bill you determine that a formal fiscal
note is needed, please make a fiscal note request to the Fiscal Research Division, and one will be provided under
the rules of the House and the Senate.]

DATE: 2/9/2015
TO: Sen. Rabon

FROM: Amna Cameron, Jonathan Tart
Fiscal Research Division

RE: PSC S20-CSSV-x-1 Revised

FISCAL IMPACT

($ in millions)

~ Yes ™ No 7 No Estimate Available

FY 2014-15 FY 2015-16 FY 2016-17/ FY 2017-18 FY 2018-19
State Impact
General Fund Revenues: ($1.0)
General Fund Fxpenditures:

Highway Fund Revenues: ($24.8) $177.4 $195.7 £260.6 $264.3
Highway Trust Fund Revenues; ($8.3) $59.1 $65.2 $86.9 $88.1
Highway Fund Expenditures: ($24.8)
Highway Trust Fund Expenditu ($8.3)

State Positions: -550.0

NET STATE IMPACT ($1.0) $236.5 $260.9 $347.5 $352.4

PRINCIPAL DEPARTMENT(S) & PROGRAM(S) AFFECTED: Dept. of Transportation, Dept. of Revenue

EFFECTIVE DATE: Various

TECHNICAL CONSIDERATIONS:
None

BILL SUMMARY:

Part I would update from December 31, 2013, to January 1, 2015, the reference to the Internal
Revenue Code, thereby conforming to various federal provisions, including a deduction for
teachers’ classroom expenses of up to $250 for the 2014 tax year. The Bill would decouple from
the following provisions:

o [Enhanced Section 179 expensing limits




Qualified tuition and expenses deduction

Mortgage insurance premium as interest deduction

Income exclusion for discharge of residence indebtedness

Income exclusion for IRA distributions to charity by a person who has reached age
70.5.

Part 11 sets the motor fuels tax rate at 35 cents per gallon from March 1, 2015 to December 31,
2015, it eliminates the July 1 adjustment of the motor fuels tax rate so that the motor fuel tax rate
1s set once a year on January 1, and it changes the variable component of the motor fuels tax
formula from a rate of 7% of the average wholesale price of motor fuel over a six-month period to
a rate of 9.9% of the average wholesale price of motor fuel over a twelve-month period.

o 0 O O

ASSUMPTIONS AND METHODOLOGY:
Part . Internal Revenue Code Update

The fiscal impact to the General Fund from updating the reference to the Internal Revenue Code is
a result of conformity to the deduction for teachers’ classroom expenses of up to $250. The
estimate is based on the US Joint Committee on Taxation (JCT) estimates on changes to federal
taxes. The methodology used begins with these JCT estimates, which are calculated by federal
fiscal year. Since the federal fiscal year ends 9/30 and the state’s fiscal year ends 6/30, Fiscal
Research adjusts these numbers to an approximate state fiscal year tax impact. Then, the next step
is to prorate the national numbers to the state impact. This adjustment involved two steps:
accounting for the relative size of the state based on federal tax collections and then adjusting for
the difference in federal marginal tax rates and the state tax rate. Once North Carolina’s share of
the JCT estimates were determined, state tax liability changes were estimated and allocated to the
appropriate fiscal year.

Part II. Motor Fuel Tax Changes

This bill sets the motor fuels tax rate at 35 cents per gallon from March 1, 2015 to December 31,
2015. The rate is currently set at 37.5 cents per gallon until June 30, 2015. Adjusting the motor
fuels tax rate reduces revenues to the Highway Fund and Highway Trust Fund by $33.1 million in
the current  cal year.

Distribution of Motor Fuels Tax:

Seventy-five percent (75%) of motor fuels tax revenue is deposited in the Highway Fund and the
remaining twenty-five percent (25%) is deposited in the Highway Trust Fund. Three formulaic
allocations of revenues from the Highway Fund are impacted by this bill. Powell Bill aid to
municipalities is derived from ten and four tenths percent (10.4%) of motor fuel tax revenues and
both the Wildlife Resources Fund and the Shallow Draft Navigational Channel and Lake Dredging
Fund receive one sixth of one percent (0.167%) of Highway Fund motor fuels tax revenues.

FY 2014-15 budgetary impacts:
The specified reductions shown in Table 1 are taken in the Highway Fund. The line-item cuts are
included in Appendix 1. Funds excluded from the 2.175% cut, identified in Sec. 4(e), are found in
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Appendix 2: Fund Codes Exempt from 2.175% Reductions

84210-0852 DOR - International Registration Plan
84210-0862 Agriculture — Gasoline Inspection Fee
84210-0864 DOR - Gasoline Tax Collections
84210-0865 DHHS — Chemical Testing
84210-0867 DP! — Driver Training Program
84210-0868 Transfer to General Fund
84210-0871 Employer’s Contribution — Retirement
84210-0873 Legislative — Salary Increases
84210-0877 Stormwater Management
84210-0878 State Fire Protection Grant Fund
84210-0881 Consolidated Call Center

84210-0882 Reserve — Visitor Center

84210-0885 State Employee Reserve

84210-0889 OSBM - Civil Penalty

84210-0892 Garvee Bond Redemption
84210-0893 OSC - Best Shared Services
84210-0933 Reserve — Minority Contractor Dev.
84210-0934 Reserve — General Maintenance
84210-0935 Reserve for SEIBP

84210-0937 Reserve — Administration Reduction
84210-1165 Transfer to General Fund — SHP
84210-1260 State Ethics Commission

84210-7040 Ferry Administration

84210-7615 Ferry

Ls42 10-7818

Construction - Contingency

84210-7821 Maintenance — Primary
84210-7822 Maintenance — Secondary
84210-7824 Contract Resurfacing

84210-7825 Ferry Operations

84210-7826 Capital Improvements
84210-7827 FHWA Construction

84210-7828 Governor’s Highway Safety Program
84210-7834 Motor Carrier Safety

84210-7836 State Aid — Highway Fund for WBS
84210-7839 Bridge Program

84210-7841 Pavement Preservation
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Comparison of February 2015 Transportation Consensus Forecast and
SB 20 Changes to the Motor Fuels Tax

Forecast - Feb 2015 2015 2016 2017 2018 2019
MFT Rates (¢/gallon) 37.0 30.4 31.3 33.8 34.2
Fuel Consumption (M gﬁllons) 5,329 5,350 5,343 5,365 5,378
HIGHWAY FUND
Motor Fuels $1,423 | $1,164  $1,198  $1,308  $1,327
DMV Fees + Investment Income 589 602 614 620 627
Sub-Total 2,012 1,767 1,812 1,928 1,954
HIGHWAY TRUST FUND
Motor Fuels 470 384 395 431 438
Highway Use Tax 632 652 671 686 683
DMYV Fees + Investment Income 105 108 112 112 112
Sub-Total 1,206 1,144 1178 1,230 1,232
HIGHWAY AND TRUST TOTAL $3,218 | $2,910  $2,990  $3,158  $3,186

Fareract - Feh 201K/ SR 20 Channes 2015 2016 2017 2018 2019

Mr 1 Kates (g/ganony 36.2 35.0 36.4 40.5 41.0
Fuel Consumption (Mgllons) 5,329 5,350 5,343 5,365 5,378
HIGHWAY FUND
Motor Fuels $1,399 $1,342 $1,394 $1,569 $1,591
DMYV Fees + Investment Income 589 602 /14 620 627
Sub-Total 1987  1944] 2007] 2189] 2218]
HIGHWAY TRUST FUND
Motor Fuels 461 443 460 518 526
Highway Use Tax 632 652 671 686 683
DMV Fees + Investment Income 105 108 112 112 112
Sub-Total 1,198 1,203 1243 1,316 1,320
HIGHWAY AND TRUST TOTAL $3,185 $3,147 $3,250 $3,505 $3,539

COMPARISON: FEB 2015 TO SB 20 2015 2016 2017 2018 2019

HIGHWAY AND TRUST TOTAL ($33) $236 $261 $348 $352































Joint House and Senate Committee on Appropriations/Base Budget
Thursday, February 12, 2015 at 8:30-10:00 AM
Room 643 of the Legislative Office Building

MINUTES

The Joint House and Senate Committee on Appropriations/Base Budget met at 8:30AM on
February 12, 2015 in Room 643 of the Legislative Office Building. Representative Nelson
Dollar, Senior House Chair presided. The purpose of the meeting was to hear from Fiscal
Research Division regarding the Revenue Forecast and Budget Outlook. All House and Senate
Members were invited to attend.

Chairman Dollar called the meeting to order and recognized the Sergeant-At-Arms and Pages
serving the committee. He then introduced the Fiscal Research staff for their presentations.
2015-17 Consensus Revenue Forecast

Dr. Barry Boardman, Fiscal Research Division

Budget Outlook/Budget Pressures
' Karen Hammonds-Blanks, Fiscal Research Division

Questions from the Members and Responses from Staff

The meeting adjourned at 9:50 AM.

Landace Slate Comm1ttee Clerk

Attachments:

1. Agenda
2. 2015-17 Consenses Revenue Forecast and Budget Outlook
3 Visitor’s Log






Attachment 1

Joint Meeting of House and Senate Appropriations

‘ Agenda

Thursday, February 12, 2015, 8:30 A.M.
Room 643, Legislative Otffice Building

Representative Dollar, Presiding

1. Welcome

2. 2015-17 Consensus Revenue Forecast

Dr. Barry Boardman, Fiscal Research Division

3. Budget Outlook

Karen Hammonds-Blanks, Fiscal Research Division






Attachment 2

2015 -17 CONSENSUS
REVENUE FORECASNT
AND
BUDGET OUTLOOK

Barry Boardman, Ph.D.
Karen Hammonds-Blanks

Fiscal Research Division
February 12, 2015
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Presentation Outline
 Consensus Revenue Forecast
— Current Fiscal Year

—2015-17 biennium Farecact

* Budget Outlook







How Do 2014-15 Revenues Look So Far?

» (Collections through January are $215
million below the $11.8 billion target.

* Personal Income tax lags behind target
— down 5.8%

e Sales taxes ahead of target by 2.3%

* Business taxes, Corporate Income and
Franchise tax, combined are 5.7% ahead
of target

I3 FiscAL RESEARCH DIVISION
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FY 2015-17 Consensus
Forecast
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Consensus Revenue Process

* Statutory Guidelines do not address the
budget revenue forecast

* Fiscal Research and the Office of State
Budget and Management develop
independent forecasts

* Prior to release of Governor’s biennial
budget, forecasters meet to develop a
consensus forecast

5  F1SCAL RESEARCH DIVISION
= S | A Stall Ageocy of the North Carolina General Assembly




Consensus Revenue Process

 In early May, after April receipts have
beer recorded, the legislature and/or
tae Governor can request a revised
consensus forecast

* In even-numbered years there 1s a
revision to the “orecast for the second
year of the biennium. The revised

forecast usually takes place 1n early
May

9 FISCAL RESEARCH DIVISION
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Consensus Forecast

Fiscal Y. Revenue Change Percent

1ol Tear ($ millions)  ($ millions)  Change
2014-15 (est)  $20,730.1  $586.4 2.9%
201-16(est) 671 4000 $679.8 3.3%
2016-17(est) 6292066 $886.7 4.1%
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Baseline Tax Revenue Growth, FY 1996-97 to FY 2016-17

15% 1

10% -

recession

recession
5%

0%

-5% A

-10% -

-19% -

Note: The last three bars represent the current forecast baseline estimate.
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2015-2017 Economic Outlook

Overall economy expected to maintain steady, yet
moderate growth

Employment gained momentum in 2014, projected to
grow above 2% during biennium

— 85,000 to 95,000 jobs added each year

Employment picture suggest upward pressure on
wages as 2016 approaches

Improved housel old balance sheets and more
confidence in eco 10omy help maintain solid retail
sales growt.l

Global Conditions require added caution

9| FiscAL RESEARCH DIVISION
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Consensus Forecast

» (Cautious approach ne.d.d “or budgeting — added
cau ion 1s warranted with over $2 billion 11 tax
changes enacted 1n 2013

» Forecast expects current year collections to be below
the budgeted a1 1ount by $271 million (1.3%)

— N ain cause 1s slower than expected wage growth

 Important assumption is that April expectations
for lower refunds and higher final payments are
met

— Withholding changes

— Broader tax base

1 | FISCAL RESEARCH DIVISION
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Consensus Forecast

8%
6%

2%
0%
2%
-4%
-6%
-8%
-10%
-12%
-14%

Withholding and Wage & Salary, 4Q average change

4% -

Reces: on === Withholding == ee\Wage & Salary

o

FiscAL RESEARCH DIVISION

A Suafl Agency of the North Carolina General Assembly

12




Consensus Forecast

* Personal Income — employment gains begin
to put upward pressure on wages

— 3.7% and 4.5% growth 1n collections

 Sales tax growth projected to be slightly above
average for the biennium
— First ti.ne forecas. hao Sa.es growing faster than
averages since onset of recess on in 2008
* Overall forecast takes cautious approach in

J1ght of modest economic growth forecast and
still developing tax impacts

IE7| FiscAL RESEARCH DivISION
A L A Safl Ageney of the North Carolina General Assembly 1 3




Conclusions

* General Fu 1d collections for the firs 7 110nths are
$215 million below forecast target.

« Iconomic forecasts expect conditions to remain
steady through 2017, but growth will remain modest.

« A 1.3% shortfall of $271 million for this fiscal year.
« Assumption on April refunds and payments key.

* Jrojected stable economic conditions combined with
cautious forecast results in modest revenue growth.

I FiscAL RESEARCH DIvVISION
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State Budget Overview and Outlook




Presentation Overview

« 2013 and 2014 Legisla 1ive Session Budget
Highlights

 FY 2014-15 State Budget Overview

e 2015 Session Budget Outlook
— Base Budget
— Budget Pressures
— Other Budget Items

7 FiscAL RESEARCH DIVISION
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2013 Session Budget Highlights

» Enacted Tax Simplification & Reduction Act (H 998)
« FY 2013-14: a net projected reduction of $86.6M
« FY 2014-15: a net projected reduction of $437.8M
Increased Savings Reserve Account, $232M
Funded Repairs & Renovations, $150M
Addressed Medicaid Budget Needs:
* FY 2012-13 Medicaid shortfall, $496M
« FY 2013-14 Medicaid additional appropriation, $434M

=1 | FISCAL RESEARCH DIVISION
S| A Seaff Agency of the North Carolina General Assembly
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2014 Session Budget Highlights

 Availabili y Gap of $644 M

e Under-collection of revenue of $453M

* FY 2014-15 Consensus Forecast downward revision of
$191M

« Medicaid

« $136M projected claims backlog (carried over from FY
2013-14)

e $186M in reserve for FY 2014-15
 Salary and Retiree Increases of $466M

9 | FiscAL RESEARCH DIVISION
s A Safl’ Ageney of the North Carolina General Assembly
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Where Does the Money Go?

FY 2014-15 State Appropriations by Subcc nmittee Area

Education 11,775,270,816 56%
Health & Human Services 5,148,161,048 24%
Justice & Public Services 2,366,128,478 11%
Natura & Economic Resources 407,326,212 2%
General Government 427,467,752 2%
Debt Service 721,591,217 3%
Statewide Reserves & Capital 236,164,622 1%
Total $21,082,110,145

I3 FiscAL RESEARCH DIVISION
| A Safl Agency of the North Carolina hiy
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Where Does the Money Go?
Key Budget Drivers

Pu.lic Scacol.
Higher Education
Medicaid

Prisons

Debt Service
Mental Health
Judiciall

All Other

Tota

IExcludes Indigent Defense Services

8,104,976,608
3,670,294,208
3,688,548,123
1,086,734,280
721,591,217
680,063,746
463,893,072
2,426,944,002

$ 21,082,110,145

38%
17%
17%
5%
3%
3%
2%
13%

~ 79%

s
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How does NC’s Current Budget
Situation Compare to Otaer States?

States Project Budget Shortfalls (12)
States Project Ove spending (23):

« Medicaid, 14 States

e (Corrections, 9 States

« K-12, 8 States

* Social Services, 4 States

Source: State Budget Update, Fall 2014 — National Conference of State Legislatures
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Top Fiscal Issues States are
Facing in 2015

* Medicaid/Healthcare (22 states)

* K-12 Education Funding (21 states)
* State Tax Policy (15 states)
 Transportation (12 states)

Source: State Budget Update, Fall 2014 — Nationa Conference of State Legislatures

IEY | FiscAL RESEARCH DIVISION
A Swall Ageney of the North Garolina Generad Assembly

23



NC’s Budget Outlook

2013 Legislative Session

......... i
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Budget Outlook
* Base Budget (as defined in G.S. 143C-1-1(d)(1¢))

— Continues most funding at FY 2014-15 levels

— Annualizes partially funded items enacted in the 2014
Appropriations Act

 Budget Pressures

— Includes projected costs for State Health Plan and
Medicaid, enrollment growth for public schools and
universities and other funding commitments

* Other Budget .'ressures

0 FisCAL RESEARCH DIV SION
e A Stall Ageocy of the North Camolina Generar Assembly
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FY 2015-17 Base Budget

FY 2015-16 FY2016-17

General Fund Consensus

Revenue forecast 21,409,900,000 22,296,600,000
Preliminary Base Budget 20,869,104,439 20,869,150,470
Balance Remaining! $540,795,561 $1,427,449,530

'Makes no assumptions about adjustments in Availability or spending.

@}; FISCAL RESEARCH DIVISION
el 1A Seafl Agency of the North Carobina General Assembly
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Budget Pressures

« FY 2014-15 Revenue Shortfall
 Medicaid Growth

e State Health Plan

e Public School Teacher Pay

e Public School Enrollr ient Growt.
e U uversity . wrollment

* Other "unding Commitments

1 FiscAL RESEARCH DIVISION
S A Sl Agency of the North Carolina General Assembly
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Budget Pressures

FY 2015-17
Preliminary Estimates
FY 2015-16 FY 2016-17
‘Vledicaid Rebase 218,000,000 480,000,000
Public Schools Growth 70,000,000 140,000,000
University Enrollment Growth 47,500,000 78,500,000
State Health Plan 45,000,000 136,500,000
Funding Commitments:

Teacher Pay to $35k 41,850,000 41,850,000
Broughton Hospital 16,600,000 0

Job Maintenance and Capital
Development Fund (JMAC) 9,500,000 &,500,000

59| FiscAL RESEARCH DIVISION
2l | 3 Sialf Agency oF the Nowh Carfina General Assembly 28
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Other Budget Pressures
FY 2015-17

* Economic Dev & Film Incentives ($30M)

 Historic Tax Credits ($9.6M - ?7?)

« Housing Loan Program (FY 2014-15, $10M)
Structural Budget Items ($15M)

 Public Schools Driver’s Education ($26M)

[ | FISCAL RESEARCH DIVISION
& A Salf Ageney of the North Carolina General Assembly
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Other Budget Pressures (cont.)
<Y 2015-17

« State Employee Salary Increases (1% = $134M)
* Retiree COLA (1% = $39M)
* Other State Employee Pay Plans:
» Teacher Step Increase ($65M)
= Highway Patrol, Magistrates & Clerks of Court ($7.2M)
* Courts System Funding
* Capital
* Savings Reserve and Repair & Renovation Funds

30
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Questions?

Fiscal Research Division
919-733-4910
Legislative Office Building
Suites 209 and 619

1F1scAL RESEARCH DIVISION
A Seafl’ Ageney of the North Garolina General Assembly
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Senate Committee on Appropriations/Base Budget
Tuesday, March 10, 2015 at 8:30 am - 10:30 am
Room 643 of the Legislative Office Building

MINUTES

The Senate and House Committees on Appropriations/Base Budget met at 8:33 AM on March
10, 2015 in Room 643 of the Legislative Office Building. Eighteen Senate members were
present and sixty-three House members were present. Senator Harry Brown presided. Senator
Brown called the meeting to order and recognized the Sergeant-at-Arms’ staff and Pages.

Presentation of the Governor’s 2015-2017 Recommended Budget
Lee Harriss Roberts
State Budget Director

Director Roberts provided members with an overview of each section of the Governor’s
Recommended Budget.

Questions
Lee Harriss Roberts
State Budget Director

The meeting adjourned at 10:01 AM.

SEE ATTACHMENT 2
FOR SIGNED MINUTES

Senator Harry Brown, Chair Elise McDowell, Committee Clerk
Presiding

Attachments:

Agenda

Minutes

Office of State Budget and Management Presentation on the Governor’s Budget
Visitor’s Registration
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SENATE AND HOUSE OF REPRESENTATIVES
APPROPRIATIONS COMMITTEES
Tuesday, March 10, 2015, 8:30 AM
643 Legislative Office Building

Attachment 1

AGENDA
I Opening Remarks Sen. Harry Brown Rep. Nelson Dollar
Sen. Kathy Harrington Rep. Linda Johnson
Sen. Brent Jackson Rep. Donny Lambeth
Rep. Chuck McGrady
II. Presentation of the Governor’s 2015-2017 Recommended Budget
Lee Harriss Roberts
State Budget Director
III. Adjournment







Attachment 2

Senate Committee on Appropriations/Base Budget
Tuesday, March 10,2015 at 8:30 am - 10:30 am
Room 643 of the Legislative Office Building

MINUTES

The Senate and House Committees on Appropriations/Base Budget met at 8:33 AM on March
10, 2015 in Room 643 of the Legislative Office Building. Eighteen Senate members were
present and sixty-three House members were present. Senator Harry Brown presided. Senator
Brown called the meeting to order and recognized the Sergeant-at-Arms’ staff and Pages.

Presentation of the Governor’s 2015-2017 Recommended Budget
Lee Harriss Roberts
State Budget Director

Director Roberts provided members with an overview of each section of the Governor’s
Recommended Budget.

Questions
Lee Harriss Roberts
State Budget Director

The meeting adjourned at 10:01 AM.

Elise McDowell, Committee Clerk

Attachments:
1 Agenda
2 Minutes
3 Office of State Budget and Management Presentation on the Governor’s Budget
4 Visitor’s Registration
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Senate Committee on Appropriations/Base Budget
Tuesday, March 24, 2015 at 8:30 AM
Room 643 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 8:35 AM on March 24, 2015 in
Room 643 of the Legislative Office Building. Fifteen members were present. Senator Brent
Jackson, Chair, presided. Senator Jackson called the meeting to order and recognized the
Sergeant-at-Arms’ staff and Pages.

Senator Rick Gunn e: ained SB 326 Increase JDIG Program Funding. (Senat« ; Gunn,
Meredith, and Apodaca).

After discussion among committee members, Senator Tillman moved for a favorable report. The
motion carried.

The meeting adjourned at 8:42 AM.
SEE ATTACHMENT 3

FOR SIGNED MINUTES @ ﬂ ///
er Yoy

Ross Barnhardt, Committee Clerk

Presiding
Attachments:
1 Agenda
2 Committee Report
3 Minutes
4 Senate Bill 326
5 Surmmary of Senate Bill 326
6 Visitor’s Registration
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Senate Committee on Appropriations/Base Budget
Tuesday, March 24, 2015, 8:30 AM
643 Legislative Office Building

AGENDA
Welcome and Opening Remarks Senator Brent Jackson, Presiding
Introduction of Pages
Bills
BILL NO. SHORT TITLE SPONSOR
SB 326 Increase JDIG Program Funding. Senator Gunn
Adjournment
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Senate Committee on Appropriations/Base Budget
Tuesday, March 24, 2015 at 8:30 AM
Room 643 of the Legislative Office Building

MINUTES
The Senate Committee on Appropriations/Base Budget met at 8:35 AM on March 24, 2015 in
Room 643 of the Legislative Office Building. Fifteen members were present. Senator Brent
Jackson, Chair, presided. Senator Jackson called the meeting to order and recognized the

Sergeant-at-Arms’ staff and Pages.

Senator Rick Gunn explained SB 326 Increase JDIG Program Funding. (Senators Gunn,
V redith, and Apodaca).

After discussion among committee members, Senator Tillman moved for a favorable report. The
motion carried.

The meeting adjourned at 8:42 AM.

s o L

l, Chair Ross Bamhgrdt, Committee Clerk

Attachments:

1 Agenda

2 Committee Report

3 Minutes

4 Senate Bill 326

5 Summary of Senate Bill 326

6 Visitor’s Registration
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Attachment 4

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

S 1
SENATE BILL 326

Short Title:  Increase JDIG Program Funding. (Public)

Sponsors: Senators Gunn, Meredith, Apodaca (Primary Sponsors); Bingham, Bryant,

Clark, Curtis, J. Davis, Ford, Hise, B. Jackson, Lee, Mclnnis, Newton, Pate,
Rabin, Rabon, Randleman, Sanderson, Smith, Smith-Ingram, Tillman, Tucker,
and Van Duvyn.

Referred to:  Commerce.

March 19, 2015

A BILL TO BE ENTITLED
AN ACT TO PROVIDE INCREASED FUNDING TO THE JOB DEVELOPMENT
INVESTMENT GRANT PROGRAM.
The General Assembly of North Carolina enacts:
SECTION 1. Section 15.19(al) of S.L. 2013-360 reads as rewritten:
"SECTION 15.19.(al) Notwithstanding G.S. 143B-437.52(c), fer-the20d &4
bienntums-the maximum total liability for grants awarded, including amounts transferred to the

Utility Account pursuant to G.S. 143B-437.61, is twenty-twe—mithienfive-hundred-thousand
deHars($22:500;600)as follows for the following **~~ periods:

H For the 2013-2015 fiscal biennium, twenty-seven million five *-indred
thousand dollars ($27,500,000).

(2) For the period from July 1, 2015, to December 31, 2015, the-maxit n-total
R Y udine . o forred be Ll

s—seven million five hundred

thousand dollars ($7,500,000).
No agreement may be entered into that, when considered together with other existing
agreements governing grants awarded during an applicable time period provided in this
subsection, could cause the State's potential total annual hability for grants awarded in at time
period to exceed the designated maximum amount."
SECTION 2. This section is effective when it becomes law.

JTANRNmIL
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Se.NA1 £ BILL 32 :
Increase JDIG Program Funding

2015-2016 General Assembly

Committee: Senate Refto Commerce. If fav, re-ref to Date: March 20, 2015
Finance. If fav, re-ref to Appropriations/Base
Budget
Introduced by: Sens. Gunn, Meredith, Apodaca Prepared by: Dan Ettefagh
Analysis of: First Edition Committee Counsel

SUMMARY: The bill would increase the maximum total liability for Job Development Investment
Grant Program awards in the 2013-2015 fiscal biennium by 35 million, from $22.5 million to $27.5
million.

CURRENT LAW: Pursuant to G.S. 143B-437.52, the maximum amount of total annual liability for
JDIG awards in any single calendar year is $15M. In S.L. 2013-360, the cap was modified from a
calendar year cap to a fiscal biennium cap for the 2013-15 fiscal biennium only, and the cap was
modified for that period from $15M to $22.5M. The cap for the last half of the 2015 CY is $7 vL.

BILL ANALYSIS: The bill would increase the $22.5M IDIG cap applicable to the 2013-15 fiscal
biennium by $5M, raising it to a total of $27.5M.

EFFECTIVE DATE: The bill is effective when it becomes law.

BACKGROUND: The Job Development Investment Grant Program (IDIG) is a discretionary grant

. program by the State to a new or expanding business for creating jobs in the State. The term of a grant
is limited to no more than 12 years. The grant amount is based on a percentage (ranging from 10% to
75%) of the personal income tax withholdings of eligible positions created by the participating business
and is automatically reduced by 25% if the project is located in a tier 3 area and by 15% if the project is
located in a tier 2 area. The reduction is transferred to the Utility Account for rural infrastructure
improvement. [f a participating business fails to meet/comply with the grant agreement requirements,
the grant amount or term is reduced proportionately to the failure or the agreement may be termina
Funds are disbursed only after the Secretary of Revenue has certified the amount of withholdings
received in that year by the Department.

‘ Korv Goldsmith E Legislative Drafting
Director E (919) 733-6660
£
*x§326-SMMC~-6 1 -V 3 =*
























Senate Committee on Appropriations/Base Bu et
Wednesday, April 1, 2015 at 8:30 AM
Room 544 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 8:35 AM on April 1, 2015 in
Room 544 of the Legislative Office Building. Fifteen members were present. Senator Harry
Brown, Chair, presided. Senator Brown called the meeting to order and recognized the Sergeant-
at-Arms’ staff and Pages.

Senator Brown asked for a motion to hear a PCS for Senate Bill 160: Enhance Safety &
Commerce for Ports/Inlets. (Senators Lee, Brown, Cook). Senator Trudy Wade moved to
hear the PCS.

Senator Brown recognized Senator Bill Cook, Senator Michael Lee and Mr. Jeff Hudson,

Research Staff to explain the PCS for Senate Bill 160: Enhance Safety and Commerce for
Ports/Inlets: AN ACT TO PROVIDE FOR THE DREDGING AND MAINTENANCE OF
THE STATE'S WATERWAYS IN ORDER TO ENHANCE SAFETY AND CO! MERCE.

Senator Brown then recognized Senator Bill Rabon who moved to amend the bill on page 2. nes 44
through 48 by deleting the lines.

Senator Brown asked for questions on the amendment. There were no questions from the committee.
Senator Jerry Tillman moved to adopt the amendment. Amendment AMD-2 [v.2] was adopted.

After discussion among members, Senator Tillman made the following motion: unfavorable as to
the original bill, favorable as to the committee substitute, as amended, with the amendment to be
rolled into a new PCS with leave for staff to make technical corrections. The motion carried.

The meatino adinurned at Q-0 AM

SEE ATTACHMENT 3
FOR SIGNED MINUTES

Elise McDowell, Committee Clerk

Presiding
Attachments:
1. Agenda
2. Committee Report
3. Minutes
4. Senate Bill 160
5. PCS to Senate Bill 160
6. Summary of PCS to Senate Bill 160






‘ 7. Amendment AMD-2 [v.2]
8. Study of the Economic Impacts of Oregon Inlet

9. Visitor’s Registration






Attachment

Senate Committee on Appropriations/Base Budget
Wednesday, April 1, 2015, 8:30 AM
544 Legislative Office Building

AGENDA

Welcome and Opening Remarks Senator Harry Brown, Presiding
Introduction of Pages
Bills

BILL NO. SHORT TITLE SPONSOR

SB 160 Enhance Safety & Commerce for Senator Lee

Ports/Inlets. Senator Brown
Senator Cook

Adjournment
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Senate Committee on Appropriations/Base Budget
Wednesday, April 1, 2015 at 8:30 AM
Room 544 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations/Base Budget met at 8:35 AM on April 1, 2015 in
Room 544 of the Legislative Office Building. Fifteen members were present. Senator Harry
Brown, Chair, presided. Senator Brown called the meeting to order and recognized the Sergeant-
at-Arms’ staff and Pages.

Senator Brown asked for a motion to hear a PCS for Senate Bill 160: Enhance Safety &
Commerce for Ports/Inlets. (Senators Lee, Brown, Cook). Senator Trudy Wade moved to
hear the PCS.

Senator Brown recognized Senator Bill Cook, Senator Michael Lee and Mr. Jeff Hudson,

Research Staff to explain the PCS for Senate Bill 160: Enhance Safety and Commerce for
Ports/Inlets: AN ACT TO PROVIDE FOR THE DREDGING AND MAINTENANCE OF
THE STATE'S WATERWAYS VNV ORDER TO ENHANCE SAFETY AND COMMEF <.

Senator Brown then recognized Senator Bill Rabon who moved to amend the bill on page 2, lines 44
through 48 by deleting the lines.

Senator Brown asked for questions on the amendment. There were no questions from the committee.
Senator Jerry Tillman moved to adopt the amendment. Amendment AMD-2 [v.2] was adopted.

After discussion among members, Senator Tillman made the following motion: unfavorable as to
the original bill, favorable as to the committee substitute, as amended, with the amendment to be

rolled into a new PCS with leave for staff to make technical corrections. The motion carried.

The meeting adjourned at 9:03 AM.

Z8 oo

; . 1 _
Senator rown, Chair Elise McDowell, Commuttee Clerk
Presiding
Attachments:

1. Agenda

2. Committee Report

3. Minutes

4. Senate Bill 160

5. PCS to Senate Bill 160

6. Summary of PCS to Senate Bill 160
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8. Study of the Economic Impacts of Oregon Inlet
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General Assembly of North Carolina Session 2015

management of deep draft navigation channels providing access to State Port facilities at
Morehead City from the federal government in exchange for State-owned real property.

SECTION 4.(b) Terms. — The Secretary of the Department of Administration shall
have the authority to negotiate the terms of the acquisition agreement. The agreement (i) shall
provide for the acquisition of interests in real property described in subsection (a) of this
section and no other; (ii) shall provide that the conveyances described in the agreement become
effective as soon as practicable: and (iii) shall incorporate the relevant terms of this section.

SECTION 4.(c) Execution of Deeds. — Within 30 days of the acquisition b  >ming
effective. the Attorney General shall execute any documents or deeds necessary to effectuate
the acquisition under the exact terms set forth in the acquisition agreement. All State agencies
and officials shall cooperate to the fullest extent possible in effectuating the acquisition
agrecment.

SECTION 4.(d) Reporting. — Within 30 days after an agreement is entered into
pursuant to this section, the Secretary of the Department of Administration shall report to the
Joint Legislative Commission on Governmental Operations on the terms of the agreement.

EFFECTIVE DATE
SECTION 5. This act is effective when it becomes law.

Senate Bill 160-Second Edition Page 5
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

SENATE BILL 160
Corrected Copy 3/5/15
PROPOSED COMMITTEE SUBSTITUTE S160-PCS15217-SBx-2

Short Title:  Enhance Safety & Commerce for Ports/Inlets. (Public)

Sponsors:

Referred to:

March 4, 2015

1 A BILL TO BE ENTITLED

2 AN ACT TO PROVIDE FOR THE DREDGING AND MAINTENANCE OF THE STATE'S

3 WATERWAYS IN ORDER TO ENHANCE SAFETY AND COMMERCE.

4 The General Assembly of North Carolina enacts:

5

6 PART I. SHALLOW DRAFT NAVIGATION FUND AMENDMENTS

7 SECTION 1.(a) G.S. 143-215.73F reads as rewritten:

8 "§ 143-215.73F. Shallow Draft Navigation Channel Dredging and Lake Maintenance

9 Fund.

10 (a) Fund Established. — The Shallow Draft Navigation Channel Dredging and Lake
11 Maintenance Fund is established as a special revenue fund. The Fund consists of fees credited
12 to it under G.S. 75A-3, 75A-38. and 105-449126:105-449.126. and monies contributed k- -
13 non-State entity designated for a particular dredging project or group of projects.
14 (b)  Uses of the Fv=*  Revenue i ~=~7**~7 ‘~ *he Fund may only be used_for the
15 following purposes:
16 (1)  te-To provide the State's share of the costs associated with any-a dredging
17 project designed to keep shallow draft navigation channels located in State
18 waters or waters of the state-State located within lakes navigable and safe;
19 b,
20 (2)  erferFor aquatic weed control projects in waters of the State located within
21 lakes under Article 15 of Chapter 113A of the General Statutes. Funding for
22 aquatic weed control projects is limited to five hundred thousand dollars
23 ($500,000) in each fiscal year.

24 () Condition~ ~n_Funding. — A#y-Unless otherwise pro'=“-~" = «hin ~bomneine cen
25  project funded by revenue fremcr~"*~* *~ *he Fund from the fees described in subsection (a)
26  of this section must be cost-shared with non-State dollars on a one-to-one basisprovided-that
27  thebasis.

28 () The non-State cos* -+~~~ required by this subsection may also _be provided
29 by monies contribu~ ¢~ Fynd he o mne Centn entity,

30 (2)  Tre_cost-share for a lake located within a component of 1e State Parks
31 System shall be provided by the Division of Parks and Recreation of the
32 Department of Environment and Natural Resources. The Division of Parks
33 and Recreation may use funds allocated to the State Parks System for capital

34 projects under G.S. 113-44.15 for the cost-share.
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General Assembly Of North Carolina Session 2015

SECTION 4.(d) Reporting. — Within 30 days after an agreement is entered into
pursuant to this section, the Secretary of the Department of Administration shall report to the
Joint Legislative Commission on Governmental Operations on the terms of the agreement.

PART V. REMOVAL OF NAVIGATIONAL OBSTRUCTIONS FOR ECOf STEM
RESTORATION AND PROTECTION OF NAVIGATIONAL SAFETY

SECTION 5.1.(a) Definitions. — "Reserve Components Rule" means 15A NCAC
070 .0105 (North Carolina Coastal Reserve: Reserve Components) for purposes of this section
and its implementation.

SECTION 5.1.(b) Reserve Components Rule. — Until the effective date of the
revised permanent rule that the Coastal Resources Commission is required to adopt pursuant to
Section 5.1(c) of this act, the Commission and the Department of Environment and Natural
Resources shall implement the Reserve Components Rule, as provided in Section 5.1(c) of this
act.

SECTION 5.1.(c) Implementation. — Notwithstanding the Reserve Components
Rule, the Commission shall adjust the boundary established for Zeke's Island by moving the
current western boundary 200 feet seaward, and removing the area that lies between the current
boundary and the new boundary from the North Carolina Coastal Reserve.

SECTION 5.1.(d) Additional Rule-Making Authority. — The Commission shall
adopt a rule to replace the Reserve Components Rule. Notwithstanding G.S. 150B-19(4), the
rule adopted by the Commission pursuant to this section shall be substantively identical to the
provisions of Section 5.1(c) of this act. Rules adopted pursuant to this section are not subject to
Part 3 of Article 2A of Chapter 150B of the General Statutes. Rules adopted pursuant to this
section shall become effective as provided in G.S. 150B-21.3(b1) as though 10 or more written
objections had been received as provided by G.S. 150B-21.3(b2).

SECTION 5.1.(e) Effective Date. — Subsection (b) of this section expires when
permanent rules to replace subsection (b) of this section have become effective. as provided by
subsection (c) of this section.

SECTION 5.2.(a) The General Assembly finds that the New Inlet Dam or "The
Rocks" is a breakwater established by the United States Army Corps of Engineers in the late
1800s. The New Inlet Dam is comp<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>