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Conferees begin task of finding compromises

on small but explosive differences in budgets 

House and Senate conferees next week will begin working to resolve differences between budget bills passed by each chamber – a task that likely will be harder than one might assume. Although both bills spend roughly the same amount of money on roughly the same priorities, the differences mostly are on the type of hot-button issues that usually spark sharp debate. For example, the Senate budget cuts $24.7 million in spending on local Smart Start partnerships. The House proposes a $20 million cut. The House budget proposes $28 million to expand the More at Four pre-kindergarten program while the Senate budget has no expansion money for More at Four.

There are many other subtle differences, mainly in social and environmental programs. The House budget includes $7.7 million to expand Health Choice, the child health insurance program. The Senate budget has no expansion money for the program. The Senate earmarks $50 million for the Mental Health Trust Fund, which the House chose not to do. The Senate budget includes $70 million for Clean Water Management Trust Fund while the House budget includes $40 million.

Otherwise, the budget bills are similar on many counts. Both earmark $79 million for ABC bonuses for teachers at schools that meet or exceed academic achievement goals. Both also propose giving teachers a roughly 2 percent pay raise at a cost of $51 million. Neither budget has money for raises for other state workers.

The House budget authorizes a 4 percent increase over actual spending of $13.7 billion last fiscal year while the Senate budget proposes a 3.2 percent spending increase. The House budget trims spending by $509 million from levels approved last year, but overall it appropriates about $100 million more than the Senate does in the budget it sent over in late June. The House plan also appropriates about $40 million less than the $14.34 billion plan proposed by Gov. Mike Easley. The governor’s plan proposes a 4.3 percent increase in actual spending of $13.75 billion in the fiscal year which ended June 30. The Senate budget includes $14.20 billion, up 3.2 percent from actual spending last year, while the House budget appropriates $14.31 billion, up 4 percent. As originally approved by the General Assembly, last year’s budget was $14.5 billion but the state’s revenue shortfalls resulted in actual spending of $13.75 billion, according to the Fiscal Research Division

The budget negotiations were set in motion after the House on Tuesday after the House finally passed a revised $14.3 billion budget for the fiscal year that began six weeks ago. Three Republicans -- Reps. Monroe Buchanan (R-Mitchell), Wilma Sherrill (R-Buncombe) and Gregg Thompson (R-Mitchell) -- joined with all 62 House Democrats to approve the spending plan. The Senate promptly rejected it, setting up what likely will be at least two weeks of negotiations by a conference committee. That means the session probably will keep rolling past Labor Day. But with the budget now in the hands of the conferees, the House and Senate now have time to take up other pressing issues, including NCCBI’s top priority of the session – session limits.

The budget bill, S. 1115 Modify Appropriations Act of 2001, was debated on the House floor for 11 hours over two days. Fifteen additional amendments were adopted, none of which materially changed the document that emerged last week from the Appropriations Committee. Of the nine amendments that passed, eight were sponsored or co-sponsored by Republicans. The most notable of those was a proposal by  Rep. John Blust (R-Guilford) requiring that programs constituting a fifth of state spending be subjected to zero-based budgeting each year to ensure outdated programs aren't funded automatically. Another amendment added cuts the salaries of 30 cabinet secretaries and other non-elected officials by 10 percent. See a list of those officials’ old and new salaries at the end of this newsletter.
  
The House budget robs $265 million from the Highway Trust Fund and the national tobacco settlement, counts on a $322 million increase in taxes and $23 million in fee increases. It eliminates the $142 million state contribution to the pension plan. About $600 million in the House budget is from one-time revenue sources. 

Speaker Jim Black appointed Reps. David Redwine, Ruth M. Easterling, Warren C. Oldham and Gregory J. Thompson as chairs of the House conference committee. He appointed as members of the conference committee Reps. Gordon Allen; Phil Baddour,  Flossie Boyd-McIntyre, Charles Buchanan, Nelson Cole, Jim Crawford,  William T. Culpepper, Andy Dedmon, Beverly Earle, Stan Fox, Pryor Gibson, Joe Hackney, Phil Haire, Verla Insko, Maggie Jeffus, Paul Luebke, Henry Michaux,  Edd Nye, Bill Owens, Gene Rogers, Wilma Sherrill, Ronald Smith, Joe Tolson, Russell E. Tucker, William Wainwright, Thomas Wright, and Douglas Yongue.

Senate President Pro Tem Marc Basnight appointed Sens. Aaron Plyler, Howard Lee and Fountain Odom as chairs of the Senate conference committee. He appointed as members of the conference committee Sens. Charles Albertson, Frank Ballance, Jr., Walter Dalton, Charlie Dannelly, Linda Garrou, Wib Gulley, Kay Hagan, Oscar Harris, David Hoyle, John Kerr III, Jeanne Hopkins Lucas, William N. Martin, R. L. Martin, William R. Purcell, Tony Rand, Eric Reeves, A. B. Swindell, Scott Thomas, Ed Warren, David Weinstein, Allen Wellons, and Stephen M. Metcalf .

A line-item summary of the House budget is at the end of this newsletter.


House committee examines new version of ‘Do No Call’ bill
The House Judiciary II Committee met Thursday to discuss major changes to H. 1612 Stop Unwanted Telephone Solicitations, otherwise known as the Do Not Call bill. After weeks of working with various constituencies concerned about this legislation, the committee unveiled a new version of the bill that contains several changes requested by business groups and others.  With the changes, some of the groups opposing the bill have now withdrawn their opposition.  However, the bill still has several items of concern and the business community as a group has not signed off on the bill.  

Josh Stein, a senior special deputy for the Attorney General’s Office who has been working on the bill, told the committee that the following groups or companies have indicated that, with the new language, they would not oppose the bill:  N.C. Bankers Association, BellSouth, N.C. Association of Realtors, Duke Energy, Progress Energy, AFL-CIO, the Professional Firefighters and the League of Credit Unions.

As proposed, the bill now includes language that exempts prior business relationships of at least 18 months standing, exempts calls related to setting up face-to-face meetings, exempts all tax-exempt nonprofit organizations, exempts certain classifications of small business, and eliminates the provision requiring a signed copy of the written contract from a prospective purchaser if the prospective purchaser has a right to cancel a contract or offer to purchase and receive a full refund.

The committee discussed the bill and the proposed changes, but no action was taken.  Rep. Phil Baddour (D-Wayne), sponsor of the bill and chair of the Judiciary II Committee, indicated that the committee will continue discussing the bill on Tuesday and will continue to work with members of the committee, interested groups and individuals to try and resolve concerns that have been raised about the bill as proposed.



Legislative Actions

The House on Thursday concurred on third-reading with Senate amendments to H. 1520 Extend Qualified Bus Venture Tax Credit (Gordon Allen and Paul Luebke), an act to extend the sunset on tax credits for qualified business investments and to amend the definition of qualified grantee business. The tax credit was scheduled to expire on Jan. 1. The bill now goes to the governor for his signature.

The Senate on Thursday concurred with House amendments to  S. 1195 Avery County Occupancy Tax (Virginia Foxx) and the measure was enrolled. The  bill creates an occupancy tax district in the town of Seven Devils, and authorizes the Seven Devils Tax District to levy an occupancy tax.

The Senate on Wednesday gave second- and third-reading approval to H. 1649 Charlotte/Douglas Airport Contracts (Drew Saunders), and returned the bill to the House for concurrence in amendments. The legislation extends until 2007 the expiration date of a local act allowing the Charlotte to contract with private parties for the development, construction, and occupancy of Charlotte/Douglas International Airport special user projects and to authorize Johnston County to construct water treatment plant expansion projects without complying with Article 8 of Chapter 143 of the general statutes.

The Senate on Wednesday gave second- and third-reading approval to H. 1545 Natural Areas Added To State Parks System (Rex Baker) and the measure was enrolled. The legislation authorizes the Department of Environment and Natural Resources to buy a 1,000-acre tract on Elk Knob and 120 acres of land in and around Beech Creek Bog and adds the two tracts in Watauga County to the state parks system.

The Senate on Wednesday gave second- and third-reading approval to H. 1575 Clarify LUST Land-Use Restrictions/Deed Record (Pryor Gibson) and the measure was enrolled. The bill clarifies certain statutes related to land-use restrictions and recordation of those restrictions in connection with the cleanup of releases from petroleum underground storage tanks, as recommended by the Environmental Review Commission.



Yes, you can have the Bulletin sent to your colleagues
If you enjoy receiving the Legislative Bulletin, perhaps your colleagues will, too. NCCBI would be happy to add the names of any of your co-workers to our e-mail distribution list, which now includes more than 2,500 people.  Just send us an e-mail listing the name, title, company name, e-mail address and fax number of the individuals at your company to be added. Send the information to stuttle@nccbi.org or fax them to 919-836-1425. NCCBI’s privacy policy states that we do not disclose the e-mail addresses of our members to anyone under any circumstances.



State Government Watch
Golden LEAF unveils $85.4 million stimulus package
The Golden LEAF Foundation announced an $85.4 million economic stimulus package it believes will significantly improve North Carolina's economy and make the state a leader in the biosciences industry. The investments it will make will stimulate at least $350 million in new investments in the state, according to Lawrence Davenport of Greenville, chairman of the Golden LEAF board. The centerpiece of the package is a commitment to invest $42 million in bioscience/biotechnology companies developing or manufacturing their products in North Carolina. If those investments are successful, Golden LEAF anticipates making additional investments of $108 million over the next six years.

“For a long time, members of the board of directors have thought that the life sciences can offer tremendous economic potential for North Carolina,” said Golden LEAF President Valeria Lee. “After considerable research and discussion, they have decided to make investing in the bioscience industry a major foundation initiative,” she said.

Another initiative in the biotechnology sector will be a $10 million investment in a proposed biodiesel plant in Eastern North Carolina, which Golden LEAF officials say will be a boon to soybean farmers and put the state on the cutting edge of the alternative fuels industry.

The initiatives are as follows:

$42 million for investments in venture debt and venture capital funds that, in turn, will invest in biopharmaceutical companies developing and manufacturing their products in North Carolina. By being a lead investor in these projects, Golden LEAF will leverage an estimated $150 million to $200 million in total investments in new and emerging companies in the life sciences. 


$10 million for investment in a biodiesel plant that will use soybeans in the production of alternative fuels. There are no similar plants anywhere near North Carolina, so the new venture will serve a multi-state market. Annually, it will use approximately 9 million bushels of soybeans in the production of 10 million to 12 million gallons of diesel fuel that will be used primarily for vehicle fuel. The plant, to be built in Eastern North Carolina, will cost $45 million and employ between 75 and 100 people within two to three years.

$10 million for jobs training, primarily through the Community College System but including the state's universities and other training providers. A total of $5.5 million will be used to support training initiatives required by industries looking to start up, expand or relocate in North Carolina - $3.5 million for industry-specific training and $2 million to support industry-cluster training in a particular region. This initiative also will include money for research and development and a reserve fund to assist governmental agencies and nonprofits with predevelopment costs associated with industrial relocations and expansions.

$3.4 million for the North Carolina Rural Economic Development Center to create a loan loss reserve for the Rural Center's second Capital Access Program. This program will prompt lenders, such as commercial banks, to extend credit to borrowers who might not qualify for traditional loans. An earlier program of the Rural Center was successful in helping to close more than $31 million in loans for small businesses in rural areas.

$5 million to help local governments and regional economic development partnerships finance the certification of industrial sites. North Carolina has a shortage of certified industrial sites, compared with other states, and is operating at a disadvantage. Many local governments do not have the funds - approximately $40,000 to $50,000 for each site - to have industrial sites certified for development.

The final component of the economic stimulus package is the planned round of approximately $15 million in annual grants to be made in November. The foundation received 346 grant proposals by the Aug. 1 deadline.

$52 million of the package is in the form of equity or debt investments in new ventures. It represents an effort by the Foundation to invest some of its resources in projects that not only will generate income for the Foundation but also encourage investments in North Carolina, create jobs, generate tax revenues, and boost the state's economy. The remaining $15 million of the package will be in the form of grants to be made this fall.


State officially closes its books on a dismal year
Earlier estimates of a $1.5 billion revenue shortfall in the state budget have proven to be extremely accurate. According to a year-end report from the State Controller’s Office summarized below, the gap actually amounted $1.508.8 billion. The vast majority of that resulted from individual income taxes that came in $1.045 billion below expectations. After adding in non-tax revenue, the state’s shortfall for the fiscal year ended June 30 was $1.209 billion. The numbers below are interesting because they represent the state’s first official accounting of its worst financial year in decades.


Projected
Actual

Projected
Actual



June
June

Annual
Annual


Tax Revenue
Budget
Collections
Variance
Budget
Collections
Variance
Individual Income
$799.7
$674.6
-$125.1
$8,179.3
$7,134.6
-$1,044.7
Corporate Income
151.2
160.0
8.8
586.4
409.3
-177.1
Sales and Use
207.3
326.8
119.5
3,796.3
3,713.1
-83.2
Franchise
142.5
-14.6
-157.1
639.0
446.3
-192.7
Insurance
93.4
92.2
-1.2
321.6
340.8
19.2
Beverage
17.0
18.0
1.0
174.0
174.6
0.6
Inheritance
10.8
7.4
-3.4
130.2
104.8
-25.4
Privilege License
7.4
5.2
-2.2
26.4
26.6
0.2
Tobacco Products
3.3
3.6
0.3
40.7
41.5
0.8
Real Estate Conveyance
-7.3
-7.3
—
—
—
—
Gift
0.3
0.3
—
23.2
13.4
-9.8
White Goods Disposal
-0.3
-0.3
—
1.8
1.8
—
Scrap Tire Disposal
-1.1
-1.1
—
2.9
2.9
—
Freight Car Lines
—
—
—
0.5
0.5
—
Piped Natural Gas
-11.5
-7.6
3.9
37.9
40.9
3.0
Other
0.6
0.9
0.3
0.6
0.9
0.3
Total Tax Revenue
$1,413.3
$1,258.1
-$155.2
$13,960.8
$12,452.0
-$1,508.8
Non-Tax Revenue







Treasurer's Investments
15.8
9.9
-5.9
166.8
132.6
-34.2
Judicial Fees
9.2
8.8
-0.4
112.0
110.4
-1.6
Insurance
7.7
3.7
-4.0
45.5
23.5
-22.0
Disproportionate share
3.4
3.4
—
110.4
110.4
—
Highway Fund Transfer In
4.2
4.2
—
14.6
14.6
—
Highway Trust Fund Transfer In
—
—
—
171.7
171.7
—
Other
13.0
246.8
233.8
139.4
496.8
357.4
Non Tax, Other
13.0
246.9

139.4
496.9


Total Non-Tax Revenue
53.3
276.8
223.5
760.4
1,060.0
299.6
Total Revenue
$1,466.6
$1,534.9
$68.3
$14,721.2
$13,512.0
-$1,209.2
Easley orders additional water use restrictions
Gov. Mike Easley on Thursday ordered all state agencies to stop non-essential uses of water and to implement aggressive conservation measures. He said the measures, contained in an executive order, are essential to address the continuing drought and protect North Carolina’s water supply for all necessary individual and industrial uses. The governor also renewed his request that cities and towns voluntarily reduce water usage by at least 20 percent.

Later that day, Commerce Secretary Jim Fain called NCCBI to offer the department’s help to the business community in reducing water consumption. Secretary Fain said he had asked one of his top deputies, Gene Byrd, director of the Housing and Business Redevelopment Office and the person now leading the state’s efforts to help individuals and business owners affected by Hurricane Floyd, to help businesses deal with the drought. Fain said Commerce will be initiating contacts with communities and businesses affected by the drought to offer assistance. Byrd can be reached at Commerce at 919-715-7393.

The governor’s executive order:

· Directs all state agencies to discontinue “non-essential” water use until further notice. “Non-essential” use includes watering for ornamental purposes (fountains and reflecting pools for example), grass watering, vehicle washing, and the use of water to wash down exterior impervious surfaces such as sidewalks. 

· Even for essential purposes, agencies have been called upon to immediately develop and begin implementing long term, financially-feasible conservation measures such as installing low flow showerheads and toilets at state institutions. 

· Requests that all other state-sponsored institutions (e.g. universities, community colleges, and public schools) comply with the directive. 

· Establishes a Water System Protection Team chaired by the secretaries of Crime Control and Public Safety, and Environment and Natural Resources. The team, which will include representatives of the state Departments of Agriculture and Commerce, will work closely with the League of Municipalities, the Association of County Commissioners, and other local leaders. 



Port of Wilmington sets record in moving breakbulk cargo
For the first time in its history, the Port of Wilmington handled over one million tons of wood pulp, lumber and other forms of bulk cargo in one year. Shipments of woodpulp, which is exported worldwide from Wilmington for the manufacture of higher grades of paper, exceeded last year's volume by 11 percent in the year ended June 30. Shipments of lumber, imported from northern Europe and Scandinavia for the home improvement and construction industry, increased by 77 percent over last year. Those increases pushed the port’s total breakbulk cargo to 1,001,728 tons.

Ports officials said several ongoing terminal improvement projects will augment Wilmington's customer service capabilities. Most importantly, construction continues for the Wilmington Harbor Deepening project, bringing the 42-foot navigation channel in the Cape Fear River to the Port of Wilmington by November 2003. The relocation of the ocean bar entrance will be completed and new navigation aids installed this fall, while dredging is underway to complete the 42-foot channel to the State Port, and to add a vessel passing lane. In conjunction with the channel deepening, improvements to handle the new depth at Wilmington's berths are in progress. Additionally, the first phase of the rehabilitation for one of the Port's primary woodpulp berths is nearing completion. When the nearly $6 million project is finished around the end of 2002, ship loading operations should improve in both efficiency and productivity.

Vessel productivity also is being enhanced through a project to extend the 50-foot gauge container crane rail on the docks. The first phase of the extension has been completed with the remaining portion scheduled to be finished in early fall. Also expected to finish this fall is the construction on the Wilmington Bulk animal feed facility. A joint venture public/private partnership between the Ports Authority and Wilmington Bulk LLC, a consortium of North Carolina swine and poultry producers, the operation initially will handle imports of animal feeds, but is being designed for possible grain exports in the future.

DOT board awards $101.1 million in highway contracts
The N.C. Board of Transportation awarded $101.1 million in contracts for transportation projects in 14 counties statewide at its Aug. 8 meeting in Raleigh.  The contracts were for projects in Columbus, Forsyth, Granville, Guilford, Macon, Mecklenburg, Northampton, Pender, Pitt, Rowan, Scotland, Tyrrell, Warren and Washington counties. Included were contracts to:


Build a 5.5-mile, four-lane divided section of U.S. 64 from west of Woodley Station Road at Woodley to east of Old Columbia Road west of Columbia in Tyrrell County. The 22.5 million contract was awarded to  S.T. Wooten Corp. of Wilson. Work begins Sept. 3 with completion scheduled in December 2005.


Build a 5.4-mile, four-lane divided section of U.S. 64 from N.C. 45 east of Plymouth to Newland Road southeast of Roper in Washington County. The $20.6 million contract was awarded to PLT Construction Co. Inc. of Wilson. Work begins Sept. 3 with completion scheduled in December 2005. 


Realign Memorial Drive at Dickinson Avenue in Greenville. The contract also calls for building a left-turn lane and revising the signal on northbound Memorial Drive at Dickinson Avenue. The $843,566 contract was awarded to Barrus Construction Co. of Kinston. Work begins Sept. 3 with completion scheduled in July 2003.

Build a 4.6-mile section of the I-485 Charlotte Outer Loop from Mount Holly Road to east of Oakdale Road northwest of Charlotte. The $48.6 million contract was awarded to Blythe Construction Inc. of Charlotte. Work begins Sept. 3 with completion scheduled in December 2005.


Install 25 miles of fiber-optic communications cable to connect traffic operations centers in Greensboro and Winston-Salem to the consolidated Triad Regional Transportation Management Center to be located on Chimney Rock Road in Greensboro. The new center will monitor traffic on 51 miles of highways in Forsyth, Guilford and surrounding counties. The $2.5 million contract was awarded to Mastec North America Inc. of Woodstock, Ga. Work begins Sept. 3 with completion scheduled in March 2004.


Resurface 1.3 miles of U.S. 441 in Macon County. The $496,538 contract was awarded to Harrison Construction Co. Inc. of Alcoa, Tenn. Work begins Sept. 3 with completion scheduled in October.

Economic Development
Duke Power offers billing credit to attract tenants to vacant buildings
Duke Power is offering a 50 percent billing credit for one year to qualifying customers who become tenants of currently vacant commercial and industrial buildings. The credit, “Rider ER,” is intended to spur economic redevelopment by generating interest in approximately 850 vacant buildings in North Carolina and South Carolina.  


“Many communities we serve are undergoing fundamental shifts in their local economies and this credit gives community leaders and developers a new incentive to attract tenants to their inventory of vacant buildings,” said Duke Power President Bill Coley. “Qualifying customers benefit because their power bill is cut in half for one year and the community benefits because new jobs are created.”


Those buildings targeted would already have the majority of the electric infrastructure needed to serve the new businesses. To qualify for the Rider ER, new tenants of the buildings must meet certain conditions regarding the number of people employed or the amount of electricity used. Those interested should contact Duke Power’s economic development department at 1-800/450-DUKE (3853) or e-mail:  ecdev@duke-energy.com. 


“Duke Power’s Rider ER will go a long way in generating renewed interest in our existing buildings, many of which have been vacated by textile plants and other manufacturing industries,” said Jim Fain, state secretary of Commerce. “We are eager to work with our local economic development partners to leverage this new incentive and put many of these buildings back to work.”
Eye on Washington
A briefing prepared by the National Association of Manufacturers 
on where things stand as Congress breaks for its August recess

Trade Promotion Authority (TPA): In a major victory for U.S. manufacturers, workers and consumers, President Bush on 8/6 signed NAM-backed legislation (H.R. 3009) renewing TPA. The bill gives the president authority to conclude major trade agreements with other countries for the next five years, provides increased assistance for workers displaced by trade, and extends the Andean and General Trade Preferences.

Corporate Governance: President Bush on 7/30 signed into law legislation designed to restore investor confidence and trust in the business community. Specific provisions include establishment of an independent board to oversee accountants and increased funding for SEC enforcement of existing laws and regulations. The NAM was able to obtain a significant improvement in proposed language on the certification of financial records. Conferees dropped board chairmen from the certification requirement, and included language suggested by the SEC on certification and removed criminal liability for “reckless violations” of the new requirements. The final bill requires CEOS and CFOs to certify financial reports filed with the SEC. 

Mental Health Parity: Both H.R. 4066 (Roukema - R-NJ) and S. 543’s (Domenici/Wellstone) intent to expand the 1996 mental-health parity law would increase costs far above sponsors’ estimates. The measures also fail to differentiate between serious clinical disorders and less well-defined complaints. The Congressional Budget Office now predicts an increase between 30 and 70 percent in mental-health care costs of firms with more than 50 workers. The consequent premium increases could average an additional 3 to 5 percent. 

Ergonomics: The Senate Appropriations Committee on 7/19 approved an FY 2003 Labor/HHS spending bill that would not require OSHA to reissue an ergonomics rule, but would provide DOL $2 million that it would have to spend on an ergonomics rule if Congress mandates one. Democrats may have included the language to prevent the Bush Administration from arguing a lack of money, if Congress mandates a new standard later this year. Congress should give OSHA’s voluntary guidelines, unveiled on 4/5, a chance to work before mandating a “one size fits all” scheme. Big labor has been critical of the voluntary plan.

New Source Review (NSR): Radical environmental activists are urging their allies in Congress to prevent EPA from implementing sensible efforts to reform the NSR program under the Clean Air Act. Reform opponents plan to attach a rider to the VA/HUD/EPA spending bill that would block NSR reforms. Unveiled 6/13, the Administration’s NSR reforms should help promote safer, cleaner and more efficient power plants, refineries and factories. The EPA included manufacturers -- not just utilities and refineries -- in its reform proposals. Opponents’ claims that the reforms are “a regulatory rollback prepared in secret” are flat-out wrong. Of the eight main EPA recommendations, five were actually proposed by the Clinton EPA in 1996. The others must go through full notice-and-comment proceedings.

Union Organizing: A 7/23 House Workforce Protections Subcommittee shed light on union organizing tactics. Business and academic witnesses said that organized labor attempts to get around fair, secret-ballot elections by using corporate campaigns to tarnish the reputation and credibility of the target company via the media. By combining a corporate campaign with “card check organizing,” unions can build pressure on a firm to accept a union without adhering to NLRB supervision, and secret-ballot elections. H.R. 4636 (Norwood - R-GA) would amend certain labor laws to ensure fairness during union organizing attempts. No markup has been scheduled.

S-Corporations: The Supreme Court may hear an important case centering on the IRS's attempt to retroactively change S-Corp stock valuation rules. The rule changes on inheritance-tax burdens, business planning, employment and employee stock ownership plans (ESOPs) could damage many small and medium manufacturers (SMMs). S-Corp owners, in the case of Gross v. Commissioner of Internal Revenue, sued the IRS but lost in two lower courts. The owners contend that IRS administrators, without warning or legislative mandate, changed significantly the rules for valuing such a company. If the Supreme Court agrees to hear the case, a decision would come in 2003.



Line item look at the House Budget
The House budget document anticipates about $13.6 billion in tax and other revenues flowing into the General Fund this fiscal year, plus about $730 million in income from other sources, including new taxes and money taken from trust funds. Out of that total anticipated income of about $14.3 billion, the budget spends all but about $245,000. Here are the numbers:

Beginning Unreserved Credit Balance
$119,800,000

Revenues Based on Existing Tax 
12,788,200,000

Nontax Revenues

 Investment 
115,300,000

 Judicial Fees
111,300,000

 Disproportionate Share
 107,000,000

 Insurance
46,600,000

 Other Nontax Revenues
98,900,000

 Highway Trust Fund Transfer
172,400,000

 Highway Fund Transfer
15,300,000

Subtotal Nontax Revenues
 $666,800,000

Total General Fund Availability
$13,574,800,000

Other Adjustments to Availability, 2002 Session

 Project Tax Collect
15,000,000

 Highway Trust Fund - recurring inflationary adjustment
80,000,000

 Highway Trust Fund Transfer - one time transfer
125,000,000

 Tobacco Settlement Trust Funds - divert MSA receipts for one year 
140,634,712

 Transfer of Cash from Trust and Special Funds
22,263,259

 Adjustment to Transfer from Insurance Regulatory Fund
(851,366)

 Nontax Revenue Offsets - State Treasurer
671,618

 Increase Collection Rates for Offender Fees
1,160,000

 Reimbursement for Unauthorized Substance Tax Division
885,884

 Budget Revenue Act of 2002 (S. 1292)
322,300,000

 2002 Fee Bill (H. 1670)
22,900,000

Subtotal Adjustments to Availability: 2002 Session
729,964,107

Revised General Fund Availability
14,304,764,107

General Fund Appropriations
(14,304,518,541)

Unappropriated Balance
245,566


Major expenditures in the General Fund budget for 2002-2003

The numbers at right reflect changes from the biennial budget approved last year


Education

Community Colleges System Office
31,351,893

Department of Public Instruction
(35,901,988)

University of North Carolina Board of Governors

 Appalachian State University        
 (2,739,189)

 East Carolina University

   Academic Affairs            
 (4,152,403)

   Health Affairs             
 (1,381,862)

 Elizabeth City State University        
(663,037)

 Fayetteville State University        
 (946,700)

 NC Agricultural and Technical University  
 (1,939,938)

 North Carolina Central University      
(1,483,534)

 North Carolina School of the Arts       
(908,639)

 North Carolina State University

   Academic Affairs            
 (10,360,334)

   Agricultural Extension          
(1,123,032)

   Agricultural Research          
(1,418,351)

 University of North Carolina at Asheville   
(842,476)

 University of North Carolina at Chapel Hill

   Academic Affairs             
(9,263,397)

   Health Affairs             
 (5,762,030)

   Area Health Education Centers      
(1,382,170)

 University of North Carolina at Charlotte  
(3,479,570)

 University of North Carolina at Greensboro 
(3,322,120)

 University of North Carolina at Pembroke   
(750,292)

 University of North Carolina at Wilmington 
(2,067,193)

 Western Carolina University         
(1,855,666)

 Winston-Salem State University       
 (1,111,749)

 General Administration           
(3,213,801)

 University Institutional Programs      
 34,263,134

 Related Educational Programs        
 (2,798,032)

 North Carolina School of Science and Mathematics
(36,334)

 UNC Hospitals at Chapel Hill    
 (1,217,620)

Total Education
($29,956,334)


Department of Health and Human Services

 Office of the Secretary           
22,761,495

 Division of Aging              
 (926,000)

 Division of Blind Services/Deaf/HH      
 (643,013)

 Division of Child Development       
 (3,428,035)

 Division of Education Services       
 (3,936,077)

 Division of Facility Services        
 (646,705)

 Division of Medical Assistance      
(13,302,696)

 Division of Mental Health        
  (7,098,502)

 NC Health Choice              
 (1,007,492)

 Division of Public Health         
 (14,989,332)

 Division of Social Services        
 (18,454,750)

 Division of Vocation Rehabilitation 
 (3,922,522)

Total
($18,988,237)

Department of Agriculture and Consumer Services
(4,822,458)

Department of Commerce

 Commerce                 
 (10,395,595)

 Commerce State-Aid              
5,145,100

 NC Biotechnology Center            
(627,047)

 Rural Economic Development Center      
 (423,851)

Department of Environment and Natural Resources

 Environment and Natural Resources     
 (10,017,863)

 Clean Water Management Trust Fund    
 (30,000,000)

Office of the Governor - Housing Finance Agency 
(540,600)

Department of Labor              
 (951,725)

Department of Correction          
 (31,186,462)

Department of Crime Control and Public Safety
 (7,596,481)

Judicial Department             
 (10,169,988)

Judicial Department - Indigent Defense    
 3,394,903

Department of Justice           
  (2,422,581)

Department of Juvenile Justice and Delinquency Prevention
(14,893,541)

Department of Administration       
  (5,354,207)

Office of Administrative Hearings       
 (233,742)

Department of State Auditor        
   (983,908)

Office of State Controller        
  (1,101,040)

Department of Cultural Resources

 Cultural Resources             
(3,610,213)

 Roanoke Island Commission          
(401,222)

State Board of Elections             
 209,622

General Assembly               
 (4,081,885)

Office of the Governor

 Office of the Governor            
 (563,763)

 Office of State Budget and Management    
 (383,824)

 OSBM - Reserve for Special Appropriations    
 50,000

Department of Insurance

 Insurance                 
 (1,882,104)

 Insurance - Volunteer Safety Workers' Compensation
(2,500,000)

Office of Lieutenant Governor          
(72,367)

Department of Revenue            
 (2,384,400)

Rules Review Commission             
 (9,981)

Department of Secretary of State        
 (345,281)

Department of State Treasurer

 State Treasurer                
 671,618

 State Treasurer - Retirement for Fire and Rescue Squad Workers
(5,248,601)

Department of Transportation         
(2,490,841)

Salary Reduction Adjustment           
(165,000)

Reserve for Compensation Increases      
 (4,247,868)

Statewide Reserve for State Health Plan   
(12,621,872)

Reserve for Teachers' and State Employees' Retirement

 Rate Adjustment              
(142,300,000)

Retirement Incentive             
(31,000,000)

Payroll Adjustment Reserve         
 (70,000,000)

Reserve for Employee Severance Compensation  
20,000,000

Implementation of Recommendations of Governor's Efficiency Commission
(25,000,000)

Reserve for Information Technology Rate Adjustment
(2,414,318)

Reserve to Implement HIPPA           
2,000,000

Reserve for Experience Step Increase, School Teachers and Principals 
51,937,267

Assistant/Deputy Clerks/Magistrates Salary Steps
1,980,700

Debt Service

 General Debt Service           
 (97,750,000)

Total Current Operations - General Fund
($509,300,085)

Salary Cuts in House Budget                  
Current Salary
New Salary


All Cabinet secretaries
$102,119
$91,907

ABC Commission Chairman
92,946 
83,651

State Controller            
130,078
117,070

Commissioner of Motor Vehicles
92,946
83,651

Commissioner of Banks       
104,523
94,071

Chairman, Employment Security Commission
129,913
116,922

State Personnel Director    
102,119
91,907

Chairman, Parole Commission  
84,871
76,384

Members of the Parole Commission
78,356
70,520

Chairman, Utilities Commission
116,405
104,765

Members of the Utilities Commission
104,523
94,071

Executive Director, Agency for Public Telecommunications
78,356                    
 70,520

General Manager, Ports Railway Commission
70,755
63,680

Director, Museum of Art      
95,240
85,716

Executive Director, N.C. Housing Finance Agency
115,031                   
103,528

Executive Director, N.C. Agricultural Finance Authority          
90,470
81,423

State Chief Information Officer
130,000
117,000



The NCCBI master calendar of meetings and events
AUGUST, 2002
19
Monday
9:00  - 11:00 a.m.
NCCBI Council of Associations, Capital Associated Industries
19
Monday
2:00 - 4:00 p.m.
Legal Issues & Workplace Policies Committee, NCCBI Boardroom
23
Friday
10:00  - 2:30 p.m.
Young Executives Forum Meeting, Grandover Resort, Greensboro
28
Wednesday
2:00  - 4:00 p.m.
Health Care Committee, NCCBI Boardroom

SEPTEMBER
4
Wednesday
10:00 a.m.
NCCBI Executive Committee, Angus Barn, Raleigh
4
Wednesday
9:30 a.m. - noon
Small Business Advisory Board meeting, Angus Barn, Raleigh
4
Wednesday
11:45 a.m.
Triangle Area Meeting, Angus Barn
5
Thursday
11:00 a.m.
Council of Local Chambers, NCCBI Boardroom
9
Monday
2:00 - 4:00 p.m.
Economic Development Committee, NCCBI Boardroom
11
Wednesday
2:00 - 4:00 p.m.
Tax & Fiscal Policy Committee, NCCBI Boardroom
16
Monday
2:00 - 4:00 p.m.
Transportation Committee, NCCBI Boardroom
19
Thursday
2:00 - 4:00 p.m.
Education Committee, NCCBI Boardroom 
26
Thursday
5:30 p.m.
Rocky Mount Area Meeting Reception, Benvenue Country Club
27
Friday
10:30  - 1:00 p.m.
Environmental Concerns Committee meeting, NCCBI Boardroom
30
Monday
7:30 a.m.
Asheville Area Meeting Breakfast, Grove Park Inn, Asheville
30
Monday
11:45 a.m.
Boone Area Meeting Luncheon, Broyhill Inn

OCTOBER
1
Tuesday
11:45 a.m.
Charlotte Area Meeting Luncheon, Charlotte Marriott City Center
1
Tuesday
5:30 p.m.
Salisbury Area Meeting Reception, Salisbury Country Club
3
Thursday
2:00 - 4:00 p.m.
Health Care Committee, NCCBI Boardroom
7
Monday
5:30 p.m.
Greensboro Area Meeting Reception, Grandover Resort
8
Tuesday
7:30 a.m.
High Point Area Meeting Breakfast, String & Splinter
8
Tuesday
11:45 a.m.
Winston-Salem Area Meeting Luncheon, Salem College
8
Tuesday
2:00  - 4:00 p.m.
Economic Development Committee, NCCBI Boardroom
8
Tuesday
5:30 p.m.
Statesville Area Meeting Reception, Statesville Civic Center
10
Thursday
2:00  - 4:00 p.m.
Education Committee, NCCBI Boardroom
15
Tuesday
11:45 a.m.
Moseley Area Meeting Luncheon, Elon University, Mosley Center
16
Wednesday
2:00 - 4:00 p.m.
Tax & Fiscal Policy Committee, NCCBI Boardroom 
21
Monday
5:30 p.m.
Greenville Area Meeting Reception, Hilton Greenville
22
Tuesday
11:45 a.m.
New Bern Area Meeting Luncheon, Riverfront Convention Center
22
Tuesday
5:30 p.m.
Kinston Area Meeting Reception, Kinston Country Club
23
Wednesday
11:45 a.m.
Fayetteville Area Meeting Luncheon, Holiday Inn Bordeaux
23
Wednesday
5:30 p.m.
Wilmington Area Meeting Reception, City Club at deRosset House
24
Thursday
11:45 a.m.
Southern Pines Area Meeting Luncheon, Mid Pines
24
Thursday
2:00 - 4:00 p.m.
Transportation Committee, NCCBI
25
Friday
10:30 - 1 p.m.
Environmental Concerns Committee meeting, NCCBI Boardroom
28
Monday
2:00 - 4:00 p.m.
Legal Issues & Workplace Policies Committee, NCCBI Boardroom 
29
Tuesday
11:45 a.m.
Hickory Area Meeting Luncheon, Holiday Inn Select
30
Wednesday
11:45 a.m.
Elizabeth City Area Meeting Luncheon, Pine Lakes Country Club

NOVEMBER
14
Thursday
6:00 p.m.
N.C. Business Hall of Fame Dinner, Hilton, Charlotte


This and all back issues of the Bulletin are available for download from the NCCBI web site. Go to www.nccbi.org/Legislative_Bulletin/index.htm 








