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Budget fireworks explode 
as House accepts tax increases 
More battles loom over the state’s fragile finances

The House took an important step toward closing a $167 million hole that suddenly opened in the state budget by grudgingly accepting higher corporate taxes. This week the chamber will face even tougher votes on other revenue enhancements, a path dictated when analysts convinced legislators that North Carolina’s economy will grow by 4 percent next year, not 5.3 as the House and Senate spending plans assumed. The state’s cherished Triple A bond rating hangs in the balance.

By a vote of 66-48, with six Republicans joining 60 Democrats, the chamber on Thursday gave final approval to a bill targeted at limited liability corporations, royalty payments and subsidiary dividends. The three tax law changes, which will generate about $61 million in new revenue next year, are among the “loopholes” identified by a governor’s commission. The six Republicans voting for the bill were Reps. Cary Allred of Burlington, Charles Buchanan of Green Mountain, Gene McCombs of Faith, David Miner of Cary, Richard Morgan of Eagle Springs and Wilma Sherrill of Asheville.

The narrow vote shows the House is somewhat willing to compromise with the Senate on raising revenue to balance the new biennial budget, which should have been in place two weeks ago. Just as House and Senate conferees began meeting last week to hash out a middle-ground plan, legislators heard from their own fiscal analysts that the assumed revenue growth rate in both budget plans on the table is too high. 

The difference between 4 percent growth vs. 5.2 percent is $167 million – a sum that must be cut from already bare-bones budgets or raised through higher taxes. Most observers agreed the House had to accept some if not all the $180 million in tax increases or “loophole closings,” pick your name for it, already included in the Senate plan.

The legislation prohibits companies from deducting royalty payments as a business expense when payable to affiliated companies. An out-of-state corporation earning profits from stores in North Carolina, for example, now can pay little or no state tax on the profits by diverting the royalties to a subsidiary company as payment for use of the trade name. The tax law changes also prevent a corporation from escaping franchise tax on its assets by transferring them to an affiliated LLC, which aren’t subject to franchise tax. The third change makes North Carolina law on taxation of corporate subsidiary dividends conform to federal tax law. 

Testifying on the bill to the House Finance Committee, NCCBI Vice President of Governmental Affairs Leslie Bevacqua said that more than 90 percent of NCCBI’s members are satisfied with changes made to the bill. “There were concerns when these loopholes were introduced that the language was too broad and would have unintended consequences for businesses, but we have worked on narrowing the scope of these loopholes and think this is a much better alternative than what was presented initially …The three provisions in this bill by and large have met with our approval.”


Getting the bill passed "was the easiest one" of what are expected to be possibly two other tax increases debated in the House, Speaker Jim Black said. Floor action is expected next week on bills adopting part or all of NCCBI’s bold proposal for a one-cent increase in sales taxes – half for local governments and half for the state The debate is expected to fall along partisan lines, with Republicans saying the state has a spending problem, not a revenue problem; Democrats saying can’t cut itself to recovery, and concerned public and nonprofit groups like NCCBI, the League of Municipalities and the N.C. Association of County Commissioners worried about the state’s fiscal health and credit rating. 

The budget debate extended to the editorial pages, which are giving NCCBI’s position extensive, although not entirely positive, coverage. The N&O and others agree on the need for new revenues through higher taxes, but the papers prefer across-the-board income taxes hikes over a penny increase in the sales tax. The Thursday Raleigh paper reprinted NCCBI’s July 6 open letter to legislators and the governor advocating the penny increase. 

Gov. Mike Easley called on lawmakers to raise taxes by $800 million over two years, an amount he said is needed to keep the state on sound financial footing.  House Speaker Black signaled some compromise was possible but indicated that he thinks there isn't enough support among House members to bring up a 1-cent sales tax increase. He said the House may consider a half-cent local-option sales tax, which would raise the overall sales tax rate to 6.5 cents. If that passes, he might run a bill for the other half-cent. See related story below.

House and Senate Republicans held a news conference Wednesday to oppose any sales tax increase. "Democrats are trying to further strangle a soft economy with tax increases," said House Minority Leader Leo Daughtry. Senate Minority Leader Patrick Ballantine suggested the budget conferees should cut spending even further rather than raise taxes. 

The Senate Republican Caucus sent a letter to NCCBI responding to the association’s position on a sales tax increase. Signed by all 15 Republicans in the 50-member Senate, the letter said NCCBI’s decision was a “huge disappointment.” The letter is reprinted below.

“You described a call for an $800 million tax increase as courageous,” the letter said. “We suggest the real courage would be to cut wasteful government spending. We do not have a revenue problem, we have a spending problem.”

Gov. Mike Easley met with Republican legislators Wednesday to show them a letter State Treasurer Richard Moore got from Moody’s which contains the ominous news that “we have concerns as to whether North Carolina continues to meet the standards of a Triple A-rated state.”  

Moody’s also said it “has concerns that reductions in the level of state reserves, decline in the state’s audited GAAP yearend fund balances, and the slowness to restore long-term structural budget balance after a series of adverse financial events have established a negative state credit trend.” That letter also is reprinted below.

The governor, who earlier in the week conferred with Speaker Black and Senate leader Marc Basnight, urged lawmakers to consider a broader tax increase, but he wouldn’t say which ones he prefers. Easley has indirectly endorsed NCCBI’s position. "The 90 minute meeting was very cordial and constructive," Easley said after his meeting with the GOP legislators. "I asked them to join me in my efforts to find solutions to the problems that we are facing, and I sought their cooperation in giving my administration the flexibility to find necessary savings to trim state government without making cuts to the classroom. In the past five months, we have been able to cut nearly $500 million through efficient management of our agencies." 


"During the meeting, I solicited their thoughts for new revenue to protect the fiscal integrity of the state without making devastating cuts to education," said Easley. "I look forward to hearing their ideas."

Both the House and Senate budgets propose spending roughly $600 million more money in the 2001-02 year than the state spent last year, a fact GOP leaders point to as evidence that spending can still be trimmed. Higher Medicaid costs accounts for much of the new spending, as does new spending for Easley's proposals for lowering class size, a pre-kindergarten program for at-risk 4-year-olds and a prescription drug plan for seniors. In addition, enrollment increases in education at all levels and the state employees health plan account for most of the remainder of increased spending.


Election law changed to accommodate Hispanic voters
Several other election-reform bills advance in the legislature
North Carolina’s growing Hispanic population won recognition Monday when the House gave final approval to legislation that would require bilingual voting instructions in 111 localities. By a vote of 77-27, the House accepted Senate amendments to H. 1041 Ballot Instructions in Spanish {23 co-sponsors} and sent the bill to the governor's desk. New census figures put the Hispanic population in North Carolina at 378,963, a 393 percent increase over the 1990 total.

The measure requires counties and municipalities with a Hispanic population of at least 6 percent – which hits 19 counties and 92 towns -- to print ballot instructions in both Spanish and English. Up to now ballot instructions have been translated for Hispanic voters in 18 counties that asked for and received such help from the State Board of Elections. 
 
The bill would apply to this fall's municipal elections.

The measure is one of several voting-law changes in the hopper. Another bill winning passage Monday was H. 980 Children in Voting Enclosures {multiple co-sponsors}, a measure making it legal for parents to bring their children inside the voting booth -- a current prohibition that is often ignored. The bill, which would apply to children under 18, also will go to the governor after the House agreed to Senate amendments by a vote of 98-1.

A third election-law bill passed, H. 31 Presidential Elector Challenge {Goodwin}, which specifies that it will be up to the General Assembly, followed by the governor, to choose electors in a contested presidential election, such as happened in Florida. The House, by a vote of 91-5, agreed to Senate amendments and sent the bill to Easley. 

Under the bill, if the secretary of state is unable by mid-December to certify a winner of the November popular state vote for president, the General Assembly would hold a special session to choose the electors six days before electors meet in Raleigh. If legislators could not decide on the electors by the day before the meeting day, the governor would appoint the electors. 

Elsewhere in the election-reform movement, the Senate on Wednesday approved H. 34 Ban Butterfly and Punch Card Ballots {Goodwin} by a vote of 49-1.The bill was amended in committee Tuesday make clear that its provisions apply to official ballots in any referendum, primary, or other election. It applies in eight counties that continue using such ballots – Cabarrus, Duplin, Forsyth, McDowell, Mitchell, Onslow, Vance and Watauga. The measure now returns to the House for concurrence in the amendments.

Meanwhile, the Senate on Tuesday gave second- and third-reading approval to H. 57 Labeling Campaign Ads {Baker} and returned the measure to the House for concurrence in amendments. The amendment provides that, in a newspaper advertisement or insert, the total height of the disclosure statement need not constitute five percent of the printed space of the advertisement if the type of the disclosure statement is at least 28 points in size. Another change reduces from three seconds to two seconds the required length of disclosure statements for radio advertisements, provided the statement is spoken so that its contents may be easily understood.



Legislature pauses to honor Dale Earnhardt
The General Assembly paused this week to pass a resolution praising the life and memory of the late NASCAR driver Dale Earnhardt. Watching from the galleries were Earnhardt's mother, Martha, and his daughter, Kelly, as lawmakers extolled the seven-time Winston Cup champion. Several lawmakers said it was appropriate to honor Earnhardt after his son Dale Jr.’s victory Saturday at the Pepsi 400 at Daytona. It was the first race there since his father was killed Feb. 18 in a crash in the final lap of the Daytona 500.


Billboard moratorium debate tales a local twist
The debate over billboards on Interstate 40 took a new twist this week when proponents of a total ban said they would consider a milder measure allowing counties to opt out after a local referendum. 

Members of a House Environmental Committee on Tuesday briefly debated and heard a presentation by sponsor Sen. Brad Miller {D-Wake} on S. 1098 Outdoor Advertising Along I-40. The discussion exposed sharp differences among environmentalists and property rights advocates. It extends and enlarges the current moratorium on I-40 billboards from Wilmington to the Alamance-Orange county. Sen. Miller’s bill, which narrowly passed the Senate in April, makes the ban permanent and extends it the entire length of state. It applies only to new billboards, not the 792 already erected.

An amendment floating in the House would allow county commissioners to opt out of the ban if voters say so in a referendum. 

Statistics released by supporters of the measure indicate there are 2,465 billboards on North Carolina interstates, four times as many as Virginia, advocates say.  There are 131 billboards on I-40 in Guilford County, 66 in Forsyth County, 29 in Davie County, 66 in Iredell, 66 in Catawba, 61 in Burke and 45 in McDowell. 

Tony Adams, executive director of the N.C. Outdoor Advertising Association, told legislators that counties  can restrict billboards through local zoning laws and many, including Forsyth County, already do so.



Streamlined sales tax gets favorable report from House Finance
The House Finance Committee on Thursday favorably reported S. 144 Streamlined Sales Tax {Kerr} after accepting an amendment from Rep. Art Pope (R-Wake) to add the words “for home consumption” to the definition of prepared food. The bill passed the Senate in May.

At Thursday’s meeting, Kerr stressed that this is not a tax on the Internet but puts North Carolina’s brick and mortar businesses on the same playing field as those that are out of state.  The Department of Revenue estimates the state is losing $120 million to $140 million a year from Internet, catalog and home-shopping purchases on which use taxes -- the equivalent of sales taxes -- aren't collected. State budget analysts estimate that could grow to $450 million by 2003, $300 million in state taxes and $150 million for local governments. 

A coalition, led by the N.C. Retail Merchants Association, has worked on this issue for about two years. In addition to NCCBI and the Retail Merchants, the following organizations have worked on passage of the bill:  N.C. Association of County Commissioners, N.C. League of Muncipalities, National Federation of Independent Business, N.C. Association of Certified Public Accountants, N.C. Association of Convenience Stores, N.C. Association of Municipal Police Chiefs, N.C. Association of Realtors, N.C. Association of School Administrators, N.C. Automobile Dealers Association, N.C. Budget and Tax Center, N.C. Home Builders Association, N.C. Manufacturers Association, N.C. Petroleum Marketers Association, N.C. Recreation and Park Society, N.C. Restaurant Association and N.C. School Boards Association.


Committee Actions and Floor Votes

u The House gave second-reading approval Wednesday to a bill outlawing the execution of mentally retarded persons who are convicted of capital crimes. The measure, S. 173 No Death Penalty/Mentally Retarded {Ballance}, was given second-reading approval on Wednesday following debate on several amendments. No action was taken on the bill Thursday and it will be held over until next week. The bill would make North Carolina the 17th state to ban executions of persons with an IQ below 70.


u The Senate Education Committee on Tuesday amended and favorably reported H 195. N.C. History Taught/Student Citizen Act of 2001 {multiple co-sponsors}. The committee substitute changes the title to “An Act to Require the Public Schools to Provide Courses of Instruction on North Carolina History and Geography to Students in Elementary School and to Students in Middle School, and to Enact the Student Citizen Act of 2001.”  The measure requires two yearlong courses of instruction on North Carolina geography and history, one provided in elementary school and one in middle school. The Student Citizenship Act of 2001 amends GS 115C-81 to require the State Board of Education to modify both the high school and middle school social studies curricula to include instruction in civic and citizenship education. The modified curricula must be completed by Oct. 1, 2001, and implemented beginning with the 2002-2003 school year. It requires each local board of education to develop and implement character education instruction with input from the local community and encourages local boards to include instruction on the following responsibilities: (1) respect for school personnel; (2) responsibility for school safety; (3) services to others; and (4) good citizenship. It amends GS 115C-391(a) to require local boards to include a reasonable dress code in policies governing student conduct. It amends GS 115C-81(g) to permit a local school administrative unit to display documents and objects of historical significance that have formed and influenced the United States, including the Ten Commandments. Such a display must be accompanied by a sign that reads “The First Amendment of the United States Constitution protects and guarantees to each citizen the free exercise of religion. No Government shall establish a religion or encourage one religion or denomination of a religion over another.” 

u The House and Senate on Thursday adopted a conference committee report on H. 1246 Board of Governors Study College Admissions Measures {Arnold}. The measure directs the UNC Board of Governors, in consultation with the community colleges and the public schools, to examine its reliance on SAT scores for admission to UNC campuses.

u The House on Wednesday concurred with Senate amendments to H. 275 Infant Homicide Prevention Act {Haire} and the measure was enrolled. It says new mothers will not be charged with a crime if they relinquish custody of a newborn into the care of a responsible adult.

u The Senate on Thursday gave second- and third-reading approval to S. 1062 Substance Abuse Professionals {Metcalf} and sent the measure to the House.

u The House on Tuesday concurred with Senate amendments to H. 593 Health Insurance Licensed Professional Counselor {Alexander},  H. 968 Soil And Water Employee Judgments {Culp}, and H. 1067 Clarify Auto Repair Bill Of Rights {Smith}, and the measures were enrolled.


u The House on Tuesday defeated on third reading S. 387 Require Experience of General Contractors {Rand}. 

u The Senate on Tuesday concurred with House amendments to S. 367 Housing Finance Agency Exempt from APA {Hoyle} and the measure was enrolled.

u The Senate Mental Health Committee on Tuesday favorably reported  H. 381 Mental Health System Reform {Insko}.

u The Senate Finance Committee on Tuesday favorably reported H. 1157 Scrap Tire Amendments {Hackney}. 


u The Senate on Monday concurred with House amendments to S. 1023 Revise Uniform Electronic Transactions Act {Hagan} and the measure was enrolled. 

u The Senate Commerce Committee on Tuesday favorably reported H. 432 Licensing Selling Of Cars {Saunders},  H. 558 Real Estate/Travel Agent Fees Reg {Redwine},  H. 824 Installation of Sewer Cleanout Required {Cox}, and H. 1318 Farm Machinery Franchise Law {Warwick}. H. 824 on Wednesday received second- and third-reading approval and the measure was enrolled. 


u The Senate Finance Committee on Tuesday favorably reported S. 400 No Tax on Newspapers in Vending Machines {Hoyle}, S. 1062 Substance Abuse Professionals {Metcalf}, S. 1066 Increase Appraisal Board Membership {Hoyle}, H. 146 Modify Partnership Tax Credit {Luebke}, and S. 256 Ownership Use Value {Hartsell}.




Legislation Enacted 

u SL 2001-261 (S 408). Municipal Extraterritorial Jurisdiction Roadway Improvements. An act to allow large cities to make roadway improvements in their extraterritorial jurisdiction. Effective July 4, 2001. 

u SL 2001-262 (S 823). Promoting NC Grape and Wine Industry. An act to promote the north Carolina grape and wine industry. Effective July 4, 2001. 

u SL 2001-263 (S. 860). Interstate Trust Business. An act to authorize the chartering of independent trust companies, to permit banks and trust companies to conduct trust business on an interstate basis, and to modify the residency requirements for a bank's board of directors. Effective July 1, 2001, and applies to acts or omissions occurring and agreements or contracts entered into on or after that date. 

u SL 2001-264 (H. 1448). Make Meals Tax Penalties Uniform. An act to provide uniform penalties for local meals taxes. Effective Oct. 1, 2001. 

u SL 2001-265 (H. 1062). Correct Dry-Cleaning/White Goods Laws. An act to correct certain environmental laws relating to the dry-cleaning solvent cleanup act of 1997 and the management of white goods. Section 2 is effective retroactively to Jan. 1, 2000. Section 5 of this act is effective retroactively to July 13, 2000. Section 6 is effective retroactively to July 1, 1998. The remainder of this act is effective July 4, 2001. 

u SL 2001-266 (S. 9). Interstate High-Speed Rail Commission. An act to appoint members to the Virginia-North Carolina Interstate High-Speed Rail Commission. Effective July 4, 2001. 

u SL 2001-267 (H. 1098). Amend Deposit Account Law. An act to amend the laws concerning certain types of deposit accounts in North Carolina to make them more understandable to consumers and to make them more flexible in meeting consumer preferences. Effective Oct. 1, 2001, and applies to accounts opened on or after that date. 

u SL 2001-268 (H 63). Child Bicycle Safety Act. An act to require the use of certain safety equipment by children while they are bicycle operators or passengers. Effective Oct. 1, 2001. 

u SL 2001-269 (H 356). Collection Agency/Bail Bond Amendments. An act to update the bond requirements for collection agencies; to clarify the definition of collection agency; to require nonresident collection agencies to post a second bond for expenses incurred by the state in a receivership proceeding involving the collection agency; to conform the law on deceptive representation by collection agencies to federal law; to make technical corrections; to allow bail bondsmen to create shared trust accounts; to codify an administrative rule on bondsmen affidavits; and to authorize the commissioner to deny license renewals to professional bondsmen until they cure deposit deficiencies. Effective Oct. 1, 2001, and applies to permits or licenses issued or renewed on or after that date. 

u SL 2001-270 (S 395). Plumbing And Heating Contractors. An act to amend certain provisions under the laws regulating plumbing and heating contractors and to authorize the board of examiners of plumbing, heating, and fire sprinkler contractors to increase fees. Effective July 6, 2001. 

u SL 2001-271 (S 681). Judicial And Execution Sales/Revise Procedure. An act to amend the law governing judicial sales and execution sales to provide for a rolling upset bid procedure and to conform the time periods for posting and publishing notice of sale to the law governing foreclosure sales under a power of sale, as recommended by the General Statutes Commission. Effective Jan. 1, 2002, and applies to judicial sales when the original order of sale is issued on or after that date and to execution sales when the execution is originally issued on or after that date. This act does not apply to any judicial sale when the original order of sale is issued prior to the effective date of this act or to any execution sale held pursuant to any execution originally issued prior to the effective date of this act. 

u SL 2001-272 (H 983). Limit Liability/Landowner of Watershed Properties. An act to provide that owners of land associated with watershed improvement projects have limited liability with regard to certain members of the public entering the land for educational and recreational purposes. Effective Oct. 1, 2001, and applies to all causes of action arising on or after that date. 

SL 2001-273 (S. 269). Amend Investment Adviser Law. An act to amend the definition of investment adviser representative; to allow multiple registration of investment adviser representatives for certain purposes; and to revise the registration and notice filing procedures. Effective Oct. 1, 2001, and applies to applications for initial or renewal registrations and notice filings filed on or after that date. 


State Government News

Commerce secretary defends Bill Lee Act
North Carolina's main legislative initiative for attracting good jobs and critical industry investment is paying off overall, but incentives offered by competing neighbor states "have in most cases matched our tools, and then surpassed them," N.C. Commerce Secretary Jim Fain said at a joint meeting Tuesday of the House and Senate Finance committees.


"Without the William S. Lee Act, we would have been without a major tool in an escalating interstate competition, and it will continue to have an important place in our tool kit," Fain said. But he added that North Carolina's recruiting incentives "compare quite unfavorably with those offered by neighboring Southeast states."


Fain made the assessment during delivery of a progress report to the joint legislative hearing on the William S. Lee Quality Jobs and Business Expansion Act. The act, enacted in 1996 and amended each year to improve its effectiveness and accountability, provides tax credits to manufacturing firms for job creation, investing in machinery and equipment, increasing spending on research and development, training workers and establishing or expanding central administrative office or aircraft facilities. 


Fain said analyses of the Lee Act's performance by the Department of Commerce and by Dr. Michael Luger of UNC's Kenan Institute for Private Enterprise "generally indicate that the act is doing what it was intended to do," including:

u Modernizing the state's traditional industries by encouraging $2.6 billion in investment in machinery and equipment.

u Spurring $1 billion in increased research and development by N.C. companies.

u Stimulating a more-than-proportionate share of jobs and investment in the state's least prosperous counties.

u Creating additional jobs and investment indirectly through increased economic activity in the state. 

Fain delivered his update on the act in the context of troubling economic trends for the state. In the past year, North Carolina has lost nearly 36,000 manufacturing jobs, about half in the textile and apparel industries.


"I don't need to tell you that many of our communities and counties are in distress," Fain said, adding that a national economic downturn, energy price increases and a strong dollar has caused "an ongoing loss of manufacturing jobs accelerated at an alarming rate to what only can be called recession levels." (more) Many of the job losses are in the state's Tier Four and Tier Five counties, the most prosperous counties under the state's system of identifying counties facing economic distress. Fain said about 8,000 jobs have been lost this year in Mecklenburg, Wake and Durham counties, for example, and about 50 percent of the state's manufacturing firms are located in the 21 most prosperous counties.


Fain also addressed criticism that a disproportionate share in total dollars of benefits under the act is going to Tier Four and Tier Five counties, which supposedly have less need for the inducements offered under the legislation.


"Put aside for a moment the fact that the growth generated in these counties creates tax revenues which can support programs for all parts of our state," Fain said. "In fact, some of the fiercest competition for business recruitment is faced by some of our Tier Five counties, which compete with places like Dallas, Austin, Atlanta, Boston and the Silicon Valley… places that have similar amenities and advantages. In tough times, we don't need to reduce their arsenal as they are trying to get people who have lost their jobs back to work."


Easley releases local governments’ money
Gov. Mike Easley on July 6 said he is releasing the $95 million in local government reimbursements that had been set aside in emergency reserve to balance the 2000-2001 budget shortfall. The governor acted before the final budget numbers are in for June, the last month of the fiscal year. Both Ron Aycock, executive director of the N.C. Association of County Commissioners, and Ellis Hankins, executive director of the N.C. League of Municipalities, applauded the governor's decision and praised Easley for managing a difficult budget situation.

"The hardships of the past few months demonstrate why counties need reliable, growing sources of revenue over the long-term," Aycock said. "The legislature has before it several bills, including local option sales tax authority, that would provide local governments with the financial security they need and their citizens deserve. We want to work with the members of the General Assembly on these bills."

Easley said his administration cut nearly $500 million in spending in the last five months to help plug the roughly $850 million shortfall. If given greater flexibility, Easley believes the state can make additional cost-saving cuts over the long term. But he said cuts alone will not solve the State’s revenue shortage. 


“The last five months have been tough on everyone, including our local governments,” Easley said. “We made the tough cuts, and the tough choices, to get the budget balanced. But it is important now that we look ahead, beyond the current shortfall. We must adopt a budget that goes beyond short-term band-aid fixes. With revenues falling and unemployment rising, it is clear that we will be headed for another deficit unless we take responsible action.” 


Easley renewed his call to legislators to pass a new biennium budget that charts a long-range course of progress in education without jeopardizing vital services for the state’s most vulnerable citizens. He said earlier that the two budgets proposed in the House and Senate fall short of the mark. “The budget we enact this year will be seen as a roadmap to North Carolina’s future,” Easley said. “We must plan, think and act long-range, and enact a budget with vision and fiscal integrity.”


Governor says annual revenues fell $820 million below target 
Gov. Mike Easley said Tuesday that state agencies have cut $468 million in the last five months, giving the state part of the resources needed to plug the 2000-2001 fiscal year shortfall.

The state ended the year with $820 million less than projected in last year's budget. 

Easley issued an emergency declaration in February, setting aside nearly $1 billion in reserve -- including the agency cuts -- to cover the shortfall. He also put a freeze on state hiring and purchases earlier this year and directed agency heads to limit travel. 


The state ended the year with a balance of $601.6 million. Easley said he will use the emergency reserve plus a year-end cash balance to cover the shortfall and replenish the Hurricane Floyd fund. 


"We made the tough choices and the tough cuts to cover the shortfall," Easley said. "It is important now that we come together in a bipartisan effort to pass a new budget of vision and fiscal integrity, one that goes beyond short-term fixes. I am committed to working with legislators to craft a new budget that charts a long-range course of progress in education." 


Easley said there is still room to cut additional waste from state government, but he cautioned legislators against making deep cuts in education or impacting services to the state's most vulnerable citizens. 


"With revenues falling and unemployment rising, it is clear that we will be headed for another shortfall unless we take responsible action," Easley said. "The budget we enact this year will be seen as a roadmap to North Carolina's future. I have asked legislators to give my administration the flexibility to find savings in state government without making cuts in the classroom. And I have solicited their ideas for improving the fiscal integrity of this state without putting educational opportunities, or the well-being of our most vulnerable citizens, in jeopardy." 

Easley said he will not yet release funds back to the state retirement system or rainy day fund until it is clear that all outstanding obligations have been met for the 2000-2001 fiscal year and the 2001-2003 biennium budget is balanced. 

The governor released the following yearend budget data compiled by the State Controller's Office: 


u Total Cash Year End $601.6 million 

u Outstanding Obligations 

    Rainy Day Fund, $157.5 million 

    Retirement Fund, $140.3 million 

    Hurricane Floyd Reserve, $426.0 million 

    Hurricane Fran Reserve, $23.0 million 

u Total, $145.2 million



Names In The News

u Thomas Whitaker was appointed by Gov. Mike Easley as acting chairman of the Employment Securities Commission. Whitaker has served on the commission for more than 25 years, beginning as an assistant legislative counsel and lobbyist in 1975, and serving as deputy chairman since 1997. Whitaker succeeds Raymond Goodman Jr., who retired for health reasons.


u U.S. Sen. John Edwards (D-N.C.) was appointed to the Senate Judiciary Committee, giving Democrats who now control the Senate a one-vote majority and giving Edwards a more direct role in the screening of the Bush administration's judicial nominees.

u Col. William E. Ingram Jr. of Williamston was appointed by Gov. Mike Easley to serve as the Adjutant General of the North Carolina National Guard. The position is currently held by Maj. Gen. Gerald A. Rudisill Jr., who is leaving to begin a two-year active duty tour at the Pentagon.  Ingram has 31 years of service in the National Guard.

u Dr. Ortho Tucker was appointed by the State Board of Education as director of the Office of Charter Schools. Tucker currently is the head of Burlington Day School, a charter school. Previously he was dead of students at The O’Neal School in Southern Pines.


Here is the letter to NCCBI from the Senate Republican Caucus:

July 11, 2001

Dear Phil and Leslie:

Your recent letter to the Members of the General Assembly explaining the decision of NCCBI’s Executive Committee to recommend new taxes came as a huge disappointment.

You described a call for an $800 million tax increase as “courageous.” We suggest the real courage would be to cut wasteful government spending. We do not have a revenue problem, we have a spending problem. State government collected $400 million more this year than last year, and next year we will have $640 million more than this year.

It is true that North Carolina’s population increased by “one million new citizens in the last decade,” but as state population increased 21 percent, state spending skyrocketed 113 percent – from $6.9 billion in 1991 to almost $15 million. Since we are presently experiencing an economic slowdown, it is not “courageous” to take more from hard working families. This huge tax increase will have a negative impact on businesses and jobs in North Carolina.

As you know, Republican Senators supported the University and Community College bond package last year. NCCBI should remember that support among many North Carolinians for the bond package was conditional upon there being no need for new taxes. You made that promise to the people.

We feel you have an obligation to your members to print our letter. The Senate Republican Caucus is united in our opposition to your call for this major new tax increase.”



Here is the July 6 letter 
from Moody’s Investors Service 
to State Treasurer Richard Moore:

Dear Mr. Moore:

Thank you for the recent update on the status of budget deliberations. As we discussed, once a biennial budget is in place, we would like the opportunity to meet with you and other appropriate state officials to discuss the state’s credit condition. As you know, we have concerns as to whether North Carolina continues to meet the standards of a AAA-rated state. We would like to discuss these concerns and the extent to which the adopted budget either addresses or exacerbates these issues.

The attached Moody’s report on the State of North Carolina outlines our view of the state’s credit standing. However, recent economic and fiscal events have created a new round of budgetary stress and challenges. Moody’s now has concerns that reductions in the level of state reserves, decline in the state’s audited GAAP year end fund balances, and the slowness to restore long-term structural budget balance after a series of adverse financial events have established negative state credit trends. These trends reduce the financial flexibility of the state to address additional unanticipated adverse events should the economy weaken or recovery be delayed.

We appreciate the complexity of the issues you are currently facing as you seek to adopt a balanced budget in the face of rising costs for Medicaid and health care, while the state’s economy continues to experience weakness relative to the robust growth of recent years.

Sincerely,

Renee Boincourt

Managing Director

State, High Profile and Infrastructure Ratings.



The NCCBI Master Calendar of Meetings and Events


	JULY

	18
	Wednesday
	5:30 p.m. - 7 p.m.
	North Carolina Magazine community profile reception for the Global TransPark Region, 
Training & Education Center, Kinston

	AUGUST

	24
	Friday
	10:30 a.m. - 1 p.m.
	Environmental Concerns Committee,
Capital City Club, Raleigh

	SEPTEMBER

	5
	Wednesday
	9:30 a.m. - 11:30 a.m.
	Small Business Advisory Board,
Angus Barn, Raleigh

	5
	Wednesday
	10:00 a.m. - 11:45 a.m.
	NCCBI Executive Committee quarterly meeting
Angus Barn, Raleigh

	5
	Wednesday
	12:00 noon
	Triangle Area Meeting, 
Angus Barn, Raleigh

	5
	Wednesday
	5:30 p.m.
	Wilson Area Meeting, Wilson Country Club, Wilson

	6
	Thursday
	11:00 a.m. - 2:00 p.m.
	Council of Local Chambers,
Carteret County Chamber of Commerce

	6
	Thursday
	12:00 noon
	Elizabeth City Area Meeting, Pine Lakes Country Club, Elizabeth City

	10
	Monday
	2 p.m. - 4 p.m.
	Tax & Fiscal Policy Committee,
NCCBI board room, Raleigh

	12
	Wednesday
	2 p.m. - 4 p.m.
	Education Committee, 
NCCBI boardroom, Raleigh

	14
	Friday
	10 a.m. - 4 p.m.
	Young Executives Forum, 
Grandover Resort, Greensboro

	20
	Thursday
	7:30 a.m.
	High Point Area Meeting, 
Showplace!, High Point

	20
	Thursday
	12:00 noon
	Greensboro Area Meeting, 
Grandover Resort, Greensboro

	20
	Thursday
	5:30 p.m.
	Winston-Salem Area Meeting, 
Piedmont Club, Winston-Salem

	21
	Friday
	7:30 a.m.
	Statesville Area Meeting, 
Statesville Civic Center, Statesville

	25
	Tuesday
	10 a.m. - 4 p.m.
	Human Resource Executives Forum,
Capital City Club, Raleigh

	26
	Wednesday
	7:30 a.m.
	Greenville Area Meeting, 
Hilton, Greenville

	26
	Wednesday
	12:00 noon
	New Bern Area Meeting, 
Riverfront Convention Center, New Bern

	26
	Wednesday
	5:30 p.m.
	Goldsboro Area Meeting, Walnut Creek Country Club, Goldsboro

	27
	Thursday
	7:30 a.m.
	Fayetteville Area Meeting, 
Student Center, Fayetteville State University

	27
	Thursday
	5:30 p.m.
	Wilmington Area Meeting, 
Cape Fear Country Club, Wilmington

	28
	Friday
	10:30 a.m. - 1 p.m.
	Environmental Concerns Committee,
Capital City Club, Raleigh

	OCTOBER

	18
	Thursday
	7:30 a.m.
	Boone Area Meeting, Broyhill Conference Center, Appalachian State University, Boone

	18
	Thursday
	12:00 noon
	Hickory Area Meeting, 
Holiday Inn I-40, Hickory

	24
	Wednesday
	7:30 a.m.
	Asheville Area Meeting, 
Inn on Biltmore Estate, Asheville

	24
	Wednesday
	12:00 noon
	Charlotte Area Meeting, Omni Charlotte

	24
	Wednesday
	5:30 p.m.
	Gastonia Area Meeting, City Club, Gastonia

	25
	Thursday
	7:30 a.m.
	Concord Area Meeting, Philip Morris, Concord

	25
	Thursday
	12:00 noon
	Salisbury Area Meeting, Catawba College, Crystal Lounge, Robertson Community Center, Salisbury

	25
	Thursday
	5:30 p.m.
	Asheboro Area Meeting, 
NC Zoo, Asheboro

	26
	Friday
	10:30 a.m. - 1 p.m.
	Environmental Concerns Committee,
Capital City Club, Raleigh

	29
	Monday
	12:00 noon
	Elon Area Meeting, Elon University, Woods Operation Center, Rhodes Stadium

	29
	Monday
	5:30 p.m.
	Southern Pines/Pinehurst Area Meeting, Pinehurst Hotel & Country Club

	NOVEMBER

	8
	Thursday
	2 p.m. - 4 p.m.
	Education Committee, NCCBI boardroom, Raleigh

	12
	Monday
	2 p.m. - 4 p.m.
	Tax & Fiscal Policy Committee,
NCCBI board room, Raleigh

	13
	Tuesday
	12:30 p.m. Lunch
1 p.m. - 2:30 p.m.    meeting 
	NCCBI's Executive Committee Meeting, First Union Corporate Dining Room, 301 S. Tryon St., 41st Floor, Charlotte, 

	13
	Tuesday
	3 p.m.
	NCCBI's Board of Directors Meeting, 
Charlotte Chamber of Commerce, 
300 S. Tryon St., Charlotte

	13
	Tuesday
	6:15 p.m. reception 
7:00 p.m. dinner
	NCCBI/Junior Achievement Business Hall of Fame dinner, Adam's Mark Hotel, Charlotte
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Billboard moratorium�takes a local twist�Story, p. 4�u�Commerce chief�defends Bill Lee Act �Story, p. 7� u�Governor releases�yearend budget figures �Story, p. 9� u� NCCBI master�calendar of events�complete list, p. 11� � 





�Continuing Resolution�With no budget compromise in sight, the House and Senate passed a second continuing resolution this week to keep state government running through July 31. The first resolution will expire on Monday
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