
LEGISLATT\{E

RESEARCH COMMISSION

ENERGY CONSERVATION AND
USE OF RENEWABLE ENERGY SOURCES

REPORT TO THE
L995 GEI{ERAL ASSEMBLY

OF NORTH CAROLINA



A LIMITED NT.JMBER OF COPIES OF THIS REPORT IS AVAII-ABLE
FOR DISTRIBUTION THROUGH THE LEGISTATTVE LIBRARY.

ROOMS 2126,2225
STATE LEGISI-ATIVE BTJILDING
RAIJIGH, NORTH CAROLINA 27617
TELEPHONE: (919) 733-7778

OR

ROOM 500
ITGISI.A.TIVE OFFICE BUILDING
RALEIGH, NORTH CAROLIN A 27 ffi3-5925
TELEPHONE: (919) 733-9390



TABLE OF CONTENTS

LETTER OF TRANSMITTAL -------------- I

LEGISI.ATIVE RESEARCH COMMISSION MEMBERSHIP -.--.---.ii

PREFACE

COMMITTEE PROCEEDINGS

FINDINGS AND RECOMMENDATIONS -_-_"- ------------30

APPENDICES

RELEVANT PORTIONS OF CHAPTER 77t OF THE 1993 SESSION I-AWS
AUTI{ORIZING THE STI,JDY AND HOUSE IOINT RESOLUTIONS 104
AND 150 AND SENATE JOINT RESOLUTION 337 OF THE
1993 SESSTON ------

MEMBERSHIP OF THE LRC COMMITTEE ON ENERGY CONSERVATION
AND USE OF RENEWABLE ENERGY SO{.JRCES ------B

LIST OF PERSONS WHO APPEARED BEFORE THE COMMITTEE------.----C

ROUGH ESTIMATE OF THE FISCAL IMPACT OF EPACT -.------D

LETTER TO THE NORTH CAROLINA UTILITIES COMMISSION....--..-...E

LEGISI-ATIVE PROPOSAL I -- A BILL TO BE ENTITLED AN ACT TO
ESTABLISH THE ALTERNATN/E TRANSPORTATION FI,JEL I,oAN FI,JND
TO PROVIDE I.OANS TO UNITS OF I-OCAL GOVERNMENT IN ORDER
TO PROMOTE THE USE OF ALTERNATIVE FT.JEIS FOR VEHICLES.

Analysis of the Bill and

-3

-A

(Followed by a Sectio
Fiscal Information on

LEGISI-ATIVE PROPOSAL II -- A BILL TO BE ENTITLED AN ACT TO
GRANT A CORPORATE TAX CREDIT FOR THE CONSTRUCTION OF AN
ALTERNATIVE FI.IEL REFI,JELING OR RECHARGING FACIUTY AND
FOR INSTAL[ATION OF REFI.JELING OR RECHARGING EQUPMENT AT A
REFLJELING OR RECHARGING FACILITY. (Followed by a
Section-by-Section Analysis of the Bill and Fiscal
Information on Bill-- ---------------G

LEGISI-ATIVE PROPOSAL III -- A BILL TO BE ENTITLED AN ACT TO
REDUCE THE MOTOR FUEL TAX FOR ALTERNATIVE TRANSPORTATION
FUEIS. (Followed by a Section-by-Sec'tion Analysis of the
Bill and Fiscal Inforrration on Bill----

LEGISI-ATIVE PROPOSAL TV -- A BILL TO BE ENTITLED AN ACT TO



ESTABLISH THE STATE FACILITIES ENERGY CONSERVATION
PROGRAM; TO AUTIIORIZE THE DEPARTMENT OF ADMIMSTRATION
TO ENTER INTO ALTERNATIVE FINANCING AGREEMENTS
FOR THE PTJRCHASE OF ENERGY CONSERVATION PROJECTS;
AND TO AUTHORIZE TI{E ISSUANCE OF BONDS THAT ARE
SECI.JRED BY AN INTEREST IN THE PROPERTY
PURCHASED. (Followed by a Section-by-Section
Analysis of the bill) ------- ---------I

LEGIST.ATIVE PROPOSAL V .. A BILL TO BE ENTITLED A JOINT
RESOLUTION AUTHORIZING THE LEGISI.ATIV-E RESEARCH
COMMISSION TO CONTINTJE TO STI,JDY WAYS TO PROMOTE ENERGY
CONSERVATION AND THE USE OF RENEWABLE ENERGY SOI.JRCES IN
NORTH CAROLINA --J



TO THE MEMBERS OF THE 1995 GENERAL ASSEMBLY:

The Lrgislative Research Commission herewith submits to you for your
consideration -its final report on Energy Conservation and Use of Renewable .Energ.y
Sources. The report was prepared- by the L-egislative Research Commission's
Committee on Energy Conservation and Use of Renewable Energy Sources pursuant to
G.S. 120-30.17(l).

STATE OF NORTH CAROLINA

LEGISLATIVE RESEARCH COMMISSION
STATE LEGISLATIVE BUILOING

RALEIGH 27611

Januarv ll.1995

Respectful ly submitted,

Cochairmen
I"rgislative Research Commission

anrel |. nlue. Jr.
Speaker of the House

&





1993-1994

LEGISIATIVE RESEARCH COMMISSION

MEMBERSHIP

President Pro Tempore of Speaker of the House of
the Senate - Representatives

Marc Basnight, Cochair Daniel T. Blue, Jr., Cochair

Senator Austin Alhan Rep. Harold J. Bnrbaker
Senator Frank W. Ballan@, Jr. Rep. Marie W. Colton
Senator R. L. Martin Rep. W. Pete Cunningham
Senator I. K. Sherron, Jr. Rep. Bertha M. Holt
Senator Iffa S. Tally Rep. Vernon G. James

u





PREFACE

The Iegislative Research Commission, established by Article 58 of Chapter 120 of

the General Statutes, is the general purpose study group in the Legislative Branch of

State Government. The Commission is cochaired by the Speaker of the House and the

President Pro Tempore of the Senate and has five additional members appointed from

each house of the General Assembly. Among the Commission's duties is that of

making or causing to be made, upon the direction of the General Assembly, 'such

studies of and investigations into govemmental agencies and institutions and matten of

public policy as will aid the General Assembly in performing its duties in the most

efficient and effective manner' (G.S. 120-30.17(1)).

The Irgislative Research Commission, prompted by actions during the 1993

Session, has undertaken studies of numerous subjects. These studies were grouped into

broad categories and each member of the Commission was given responsibility for one

category of study. The Cochairs of the Irgislative Research Commission, under the

authority of G.S. 120-30.100) and (c), appointed committees consisting of members of

the General Assembly and the public to conduct the studies. Cochairs, one from each

house of the General Assembly, were designated for each committee.

The study of Energy Conservation and Use of Renewable Energy Sources would

have been authorized by Part II, Section 2.I of the 2nd Edition of House Bill 1319

which passed both chambers but inadvertently was among the bills not ratified at the

end of the 1993 Session.

Part II of the 2nd Edition of House Bill 1319 would allow studies authorized by

that Part for the Irgislative Research Commission to consider House Joint Resolutions

104 and 150 and Senate Joint Resolution 337 in determining the nature, scope, and

aspects of the study. Section I of House Joint Resolutions 104 and 150 and Senate

Joint Resolution 337 reads in part: nThe Irgislative Research Commission is
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authorized to study ways to promote energy conservation and the use of renewable

sour@s of energy in Norttr Carolina. The Commission may address all issues that bear

on energy conservation in this State." The relevant portions of the 2nd Edition of

House Bil f319 and House Joint Resolutions lM and 150 and Senate Joint Resolution

337 are included in Appendix A. The kgislative Research Commission authorized

this study in the Fall of 1993 under urthority of G.S. l2O-3A.17(1) and grouped this

study in its Environment area under the direction of Senator lrra S.Tally. (House Bill

1319 was later amended and ratified in 19% with the Irgislative Research Commission

studies 2nd Edition language deleted because the Legislative Research Commission had

already acted on these matters).

The Committee was chaired by Senator C. R. Edwards and Representative J. Fred

Bowman. The full membership of the Committee is listed in Appendix B of this

report. A Committee notebook containing the Committee minutes and all information

presented to the Committee is filed in the Irgislative Library.
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BACI(GROt]ND

This Committee is a continuation of the fornrer Iegislative Research Commission

Committee on Ways to Promote the Conservation of Energy and the use of Renewable

Energy Sources in Residential, Commercial, Industrial, ild Public Facilities. The

former committee reoommended six legislative proposals, one of which was a joint

resolution to continue the study of energy conservation in Norttr Carolina.

The Committee on Energy Conservation and Qse of Renewable Energy Sources

met eight times: January 21, 1994; April 27, L994; September 13, L994; October 5,

L994; November 17, 1994; December 8, 1994; and December 19, 1994, and January

3, 1995.

COMMITTEE PROCEEDINGS

lantary 21, t994

The Committee reviewed actions on the bills recommended to the 1993 General

Assembly by the Irgislative Research Commission study committee authorized in 1991

to study Ways to Promote the Conservation of Energy and the Use of Renewable

Energy Sources in Residential, Commercial, Industrial, dtrd Public Facilities. The bills

that were enacted are:

House Bill 101, entifled An Act to Expand the Current Energy Policy for State

Government to Apply to the Construction, Operation, and Renovation of State Facilities

and to the Purchase, Operation, and Maintenance of Equipment for such Facilities.

This bilt was enacted as Chapter 33 of the 1993 Session Laws.
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House Bill 102, entitled An Act to Require the Local Boards of Education to use

the Energy Guidelines for School Design and Constnrction and to Require Energy Use

Goals and Standards in order to Assure the Constnrction of Energy Efficient New

Schools and School Renovations. This bill was enacted as Chapter 465 of the 1993

Session laws.

House Joint Resolution 104, entitled A Joint Resolution Authorizing the lrgislative

Research Commission to Continue to Study the Ways to Promote Energy Consewation

in Buildings in Norttr Carolina, and House Joint Resolution 15Q and Senate Joint

Resolution 337, entitled A loint Resolution authorizing the Irgislative Research

Commission to Continue to Study Ways to Promote Energy Conservation and the use

of Renewable Energy Sources in Norttr Carolina. These resolutions authorize this

study.

The Committee then reviewed those bills that were not enacted but that are

eligible for consideration by the 1993 General Assembly (19% Regular Session).

These bills are:

Senate Bill 91 and its companion House Bill 99, entitled An Act to Provide that,

under the Temporary Budget Flexibility Extended to Certain Institutions in the

University of North Carolina System, a Designated Portion of Any Retained Reversions

May be Used for Energy Conservation.

Senate Bill 94 and its companion House Bill 10O, entitled An Act to Authorize

Units of local Government, Local School Boards, and Community Colleges to Enter

Into Guaranteed Energy Savings Contracts in Order to Finance Energy Conservation

Measures in I-ocal Public Facilities.

Senate Bill 95 and its companion House Bill 103, entifled An Act to Establish the

State Facilities Energy Conservation Program; to Authorize the Department of

Administration to Enter Into Alternative Financing Agreements for the Purchase of
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Energy Conservation Projects; and to Authorize the Issuance of B,onds that are Secured

by an Interest in the Property Purchased

Steve Levitas, Depug Secretary, Deparhent of Environment, Health, and Natural

Resources conveyed the Governor's support for the entire package of energy bills

recommended by the former committee on energy conservation. These bills will help

secure for the State both a healthy environment and a sound economy, without having

to make a choie between the two.

An overview of the role of the Energy Division with respect to State buildings and

public schools was presented by Tim Butler, Chief, Conservation Section, Energy

Division, Department of Commerce. The mission of the Energy Division is to develop

energy policies, make energy forecasts, conduct energy planning, and develop energy

conservation progxams. Mr. Butler mentioned several energy conservation programs

with which the Division has been involved. These include: a grants program for

hospitals and schools, the school bus routing program, ild the traffic signal lights

program. Mr. Butler recommended that this Committee consider the following issues

during its tenure: alternative transportation fuels and how to address the goals under

the federal Clean Air Act Amendments of 1990, Pub. L., No. 101-549, lM Stat.2399,

and the Energy Policy Act of 1992,42 U.S.C. $ 13201, et seq.

Speros Fleggas, Director, OfEce of State Construction, Department of

Administration, stated that as of January, 1994, the Office of State Construction had

some 631 projects in various stages of design valued at $973,4E3,409. There arc 223

active projects valued at $417,680,885. The coordination and management

responsibility for implementation of the State's capital improvement program rests with

the Office of State Construction. It is also responsible for oversite of the design and

construction of all State buildings for all State agencies, the university system, and the

community college system. Energy conservation is an important part of the guidelines

and policies of the North Carolina Constnrction Manual, published by the Office of
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State Constnrction. ln 1975, the General Assembly established an energy policy for

State agencies concerning major constnrction or renovation of buildings, which requires

an analysis of the cost of energy consumption of each facility aonstnrcted or renovated.

Various energy design concepts such as passive solar energy are also considercd.

Marshall Mauney, Architect, Division of School Facitity Servies, Department of

Public Instnrction, discussed the Energy Guidelines for School Design and

Construction. The purpose of these guidelines is to help create better, more productive

learning environments for children and teachers, reduce energy and maintenance costs

over the long term life of schools, and reduce adverse impacts on the natural

environment. Key elements of the Energy Guidelines for School Design and

Construction are: a comprehensive process from planning through occupancy; energy

design as an integral part of the architectural design; substantial energy savings, beyond

the energy efficiency standards required under the State Building Code; design teams

that provide comprehensive sewies; a reasonable constnrction budget and schedule; a

life cycle cost approach to budgeting; and understanding how a facility's environment

has an impact on teacher and student productivity.

Tim Butler of the Energy Division summarized Senate Bill 95, the State Energy

Conservation Program. The Energy Division estimates that utility costs @uld be

reduced by as much as $34 million annually through the installation of cost-effective

capital improvements of existing State buildings. This represents a rate of retum of

over 3O% on such an investment. Examples of such energy conservation projects

include the installation of: variable air volume fan systems; high efiEciency boiler

replacements and controls; heat recovery units; lighting and ballast replacements; solar

and other renewable energy technologies; and technologies designed to reduce electrical

demand. The ratification of Senate Bill 95 would provide much of the needed capital

to implement these cost-effective efficiency measures without the use of tan-derived

revenues.
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John Runkle of the North Carolina Solar Energy Association urged the Committee

to endorse two other energy related bills: Senate Bill 1045, Solar Tax Credit and House

Bill 1318, Funding for NC Solar Center.

Aptrl27,1994

The Committee devoted this meeting to a thorough review of those bills

recornmended by the former I-egislative Research Commission Committee on Ways to

Promote the Conservation Energy and Use of Renewable Energy Sources in Residential,

Commercial, Industrial, ild Public Facilities that were not enacted by the 1993 General

Assembly, but that are still eligible for oonsideration by the 1993 General Assembly

(1994 Regular Session) when it convenes this summer. Senator Clark Plexio gave a

brief explanation of Senate Bill 95, State Energy Conservation Program. Senate Bill 95

was the centerpiece of the former energy conservation committee's re@mmendations,

berause it provided for financing for the rest of that committee's energy legislation.

Senate Bill 95 authorizes the Departrrent of Administration to finance the cost of

energy conservation projects by establishing a procedure whereby special indebtedness

through altemative financing agreements or through bonded indebtedness can be

incurred. Such special indebtedness creates a security interest in all or part of the

energy conservation project financed by the special indebtedness. An energy

conservation project is defined to include any modiEcation, rehabilitation, renovation,

or improvement of existing State facilities or any acquisition and installation of fixtures

or equipment in existing State facilities that is intended to reduce energy costs or

consumption or allow the use of an alternative energy source. The use of special

indebtedness to finance an energy conservation project must be approved by the State

Treasurer after consulting with the Office of State Budget and Management. The use

of special indebtedness to finan@ an energy conservation project must be approved by

-7 -



the Council of State, which may speciff tems, conditions, rnd restrictions as it deems

necessary or desirable. The total amount of special indebtedness may not exeed

$30,000,frn at any one time. No deficiency judgement may be rendered against the

State, and the taxing power of the State shall not be pledged directly or indirectly to

s@ure any moneys due under an alternative financing agreement or issue of bonded

indebtedness. Senate Bill 95 also enacts Part 2 of Article 38 of Chapter 143 under

which the Energy Division selects facilities on which to perform technical analyses for

the purpose of identi$ing potential energy consen'ation measures. Then the Energy

Division determines, with the assistance of the Department of Administration, which

energy conservation projects to undertake. Only projects that, according to the

technical analysis, will have a payback of no more than six yea$ may be considered for

final selection, with those having no more than a two year pay back having priority.

The Energy Division is required to notify the Joint lrgislative Commission on

Governmental Operations of any project having a con$truction cost greater than $5,000

before executing the financing docunents. State govemment spends about $111

million a year on lighting, heating and cooling bills in State buildings. If enacted,

Senate Bill 95 could result in a reduction of future utilities cost of the State by as much

as $34,0fr),000 annually.

Doug Culbreth, Director of the Energy Division, stated that Senate Bill 95

provides a financing mechanism for existing buildings in State govemment. Senate Bill

14, enacted by the 1993 General Assembly as Chapter 542, contains a provision that

authorizes the issuance of bonds for the construction of buildings. New buildings built

with bond funds are required to undertake certain energy conservation measuries. He

believes that Norttr Carolina needs to take a leadership role in energy conservation. It

is important to maintain and operate our existing buildings in an efficient manner.

Senate Bill 95 is a fiscal bill first and an energy bill second. There is good

documentation for the potential of energy savings in State buildings. All the various
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agencies in State government involved have worked on this bill. Another large

bureaucracy will not have to be formed, it will expand upon existing programs. The

energy savings is substantial. Ttrirty-four million is a oonservative estimate, and is not

padded by overhead costs. No appropriation of State funds is required.

Robert L. Powell, Deputy State Budget Officer, Office of State Budget and

Management, stated that his office has been working with the Energy Division, the

State Treasurer's Office, and the Department of Administration over a year to aome up

with a bill that would accomplish the purposes that Mr. Culbreth had outlined, and at

the same time ensure that the credit rating of the State was protected and that the

necessary fi.rnding to retire any debt that might be issued under this bill would be

properly secured. He stated that the Office of Budget and Management is very satisfied

with the approval process.

Robert M. High, Director, State and l-ocal Government Finance, Department of

the State Treasurer, stated that key to the financing provisions of Senate Bill 95 are the

procedures to be gone through before the financing is finalized. Senate Bill 95 requires

an engineering study, which is in effect a feasibility study, to be undertaken. The

agency requesting the project then approaches the Treasurer's Office to go over the

specifics and details in the study with the Departrrent of Administration. At that point,

it is brought before the Council of State for preliminary approval or final approval.

Speros Fleggas, Director, Office of State Construction, Deparftnent of

Administration, stated that his office certainly supports the passage of Senate Bill 95.

A discussion ensued on Senate Bill 1045, Photovoltaic Equipment Tax Credit.

This bill was not initiated by the former energy conservation committee but is before

this committee because it is a pending energy related matter. This bill adds

photovoltaic equipment (solar electric cells) to the solar technologres eligible for State

income tax credits. It also raises the personal income tax credit for all solar equipment

fuom 25% to 40% with the maximum credit possible, increasing from $1,000 to
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$1,500. It raises the credit against corporate income tax for the installation of solar

energy equipment fuom 2O% to 35%, and increases the maximum tax cledit to

$25,000. These changes to the current tax incentives will provide an incentive to a

company considering a long term investrnent.

The Committee reviewed Senate Bill 94, tocal Energy Savings Contracts, which

was recommended by the former energy consewation committee and is eligible for

consideration by the 1993 General Assembly (1994 Regular Session) this summer.

Senate Bill 94 authorizes any local government unit, including community college

boards and other boards of education, to enter into a guaranteed energy savings

contract finaned by installment or lease purchase with a qualified provider if the term

of the contract does not exceed 10 years. The provider will post a bond to pay any

excess costs. This provides the guarantee. The provider guarantees that the energy

saving results will equal or exceed the total contract cost. Prior to entering into a

contract, the local govemment unit must issue a request for proposals and solicit these

by mail directly from qualified providers. The contract must stipulate that it does not

constitute a liability or debt of the governmental unit or a pledge of its faith and credit.

James B. Blackbum, General Counsel, NC Association of County Commissioners,

stated that Senate Bill 94 offers counties flexibility and long terrr savings potential.

Gene Causby, Executive Dilector, NC School Boards Association, stated that

energy costs constitute a major part of a school system's budget and historically the

State provided a large part of the energy costs in its appropriations to school systems.

The State found it necessary to phase out its contributions to local school systems, and

currently the entire costs are bome by local governments. The School Boards

Association believes that this bill would offer a responsible option to local government

in meeting this responsibility, and they support its passage.
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Andrew L. Romanet, General Counsel of the Norttr Carolina hague

Municipalities, and Doug Culbreth, Director, Energy Division, Department

Commere, offered support for the enactment of Senate Bill 94.

Jack Connell, of Honeywell, Incorporated of Raleigh, said that Honeywell has

some $7fi) mittion in performance contracts. An energy savings contract is a type of

performance contract. Iocal govemments and school systems in Norttr Carolina spend

millisns of dollars each year for energy that is wasted in buildings without adequate

conservation, but most local governments lack the up-front cash to pay for design and

installation of available energy improvements. Senate Bill 94 would allow cities,

counties, school boards, and community colleges to have the private sector advance the

up-front money and to repay the advance after the measures are installed with the

energy savings that result. Eighteen states including South Carolina, Tennessee, ild
Virginia, already have similar arrangements.

Jeff Crenshaw, Johnson Controls, Inc., is also a performance contract provider.

Every kilowatt hour of lighting electricity not used prevents emissions of 1.5 pounds of

carbon dioxide, 5.8 grams of sulfur dioxide, and 2.5 grams of nitrogen oxides.

Lighting accounts for 2O-25% of all electricity sold in the U.S. Lighting for industry,

stores, offices, and warehouses represents 80-9{J.^% of total lighting electricity use. The

use of energy efficient lighting has a direct effect on pollution prevention. If energy

efficient lighting were used where profitable, the nation's demand for electricity would

be cut by more than ten percent. This would result in annual reductions of 202 million

metric tons of carbon dioxide.

The last energy conservation committee bill eligible for consideration by the

General Assembly this summer is Senate Bill 91, UNC Budget Flexibility for Energy,

which provides that "under temporary budget flexibility extended to ertain institutions

in the univenity system, a designated portion of any retained reversions may be used

for energy consenation improvements.n Senate Bill 91 allows an eligible constituent

of

of
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institution to (1) carry forward an amount not to exceed 2.5% of the General Fund

appropriations of which .25% may be used for energy oonservation or Q) carry forward

3% rt A.5% is used for energy conservation. No project will be undertaken pursuant to

this proposed legislation unless an engineering study states thu the recoupment of

constnrction cost will be in an aggregate of five years or less.

Representative Brawley moved that the oommittee report to the 1993 General

Assembly (L994 Regular Session) that the committee supports the recommendations

reviewed today. The Committee voted to submit a one page interim report in the form

of a letter to the 1993 General Assembly (1994 Regular Session).

September 13, 1994

This was the first committee meeting after the 1994 summer legislative session of

the 1993 General Assembly. Staff Counsel Susan Iddings presented a summary of

legislation enacted during the 1994 Regular Session, which included Senate Bill 94,

Iocal Energy Savings Conhacts, and Senate Bill 1045, Photovoltaic Equipment Tax

Credit. She stated that Senate Bill 95, State Energy Conservation Program, 8od Senate

Bill 91, UNC Budget Flexibility for Energy, were not enacted. The Committee then

turned its attention to the use of alternative fuels for motor vehicles. The Committee

heard testimony from four out-of-state speakers. The National Institute for State

Legislatures assisted in arranging for these speakers and financed their expenses through

a U. S. Environmental Protection Agency technical assistance grant.

Bryan Manning, Mechanical Engineer, National Vehicle and Fuel Ernissions

Iaboratory, US Environmental Protection Agency from Ann Arbor, Michigan, reviewed

the Clean Altemative Fuel Provisions of the Clean Air Act Amendments of 1990, Pub.

L. No. l0l-549, 104 Stat. 2399 (CAAA). Because Norttr Carolina presently has no

nonattainment areas with respect to ozone or carbon monoxide, none of the pwchase
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requirements of CAAA apply to Norttr Carolina. Over one-third of the U.S. population

breathes unhealthy air contaminated with pollutants such as smog, carbon monoxide,

and other air toxics. Cars, buses, and tnrcks are responsible for over one-half of the

emissions. In order to address the pollution problem, Congress included a clean fuel

fleets progam in CA,AA. Covered fleets would be fleets comprised of ten or more

covered vehicles which are centrally fueled or capable of being centrally fueled. The

program is to be implemented through a clean fuel vehicle purchase requirement for

affected fleets. Reformulated gas and clean diesel fuel technology will be used for

many of these vehicles. Several states plan on adopting the stricter standards of the

California low Emitting Vehicle program. A reformulated gasoline progam is

required in the nine wont ozone nonattainment areas in the U.S. with populations over

250,000 as of 1980. Converting a vehicle to alternative fuel does not assure that the

vehicle will operate with lower emissions than those of the original vehicle. Unless

converted vehicles are tested for emissions, it is not possible for states to claim emission

benefits from these converted vehicles.

Chades L. Feltus, Technology Marketing, United States Deparfrnent of Energy,

Atlanta Support Office, Atlanta, Georgia, summarized the Energy Policy Act of 1992,

42 U.S.C. $ 13201, et seq. (EPACa) and its provisions regarding the use of altemative

fuels. EPACT is intended to reduce our dependence on imported oil by encouraging

the use of domestic fuels. Alternative fuels include biological-derived fuels;

coal-dervied fuels; electricity; hydrogen; ethanol; methanol; natural gas; propane; and

alcohol mixtures that consist of at least 7O% alcohol. Under EPACT, federal fleets are

required to purchase 5,000 alternative fuel vehicles (AFV'S) during the 1993 fiscal

year. The purchase requirements for states apply only to the purchase of new

lightduty vehicles in fleets with 20 or more vehicles that are operated in metropolitan

areas with a 1980 population in excess of 250,000. By 1995, lOTo of a state's new
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fleet purchases must be AFV'S. By 1999, 2O% of local government and private new

fleet purchases must be AFV'S.

Gilbert W. 'Burt' Cox, Mobile Source Planning Supervisor, Air Resources

Division, New Hampshire Department of Environmental Servies, described the New

Hampshire Fleets Programs.

Jackie Cummins, Policy Associate, National Conferenoe of State lrgislatures,

Denver, Colorado, presented state potcy options and actions for alternative fuels.

The Committee reviewed information regarding the Energy, Environment,

Economic Management Information System (EEMIS), a computerized model to

evaluate the impact of energy efficiency projects on energy oonsumption, environmental

emissions, and economic development. Economics and jobs are the driving foroe of the

development of this model; not energy. The Southern States Energy Board, of which

Norttr Carolina is a member, is in the process of developing this system.

A Sunmary of the Alternative Fuels Study, a joint study by Motor Fleet

Management of the Deparrnent of Administration and the Energy Division of the

Department of Commerce, summarized inforrration about the potential use of

alternative fuels for State owned vehicles. Motor Fleet Management has about 1,700

light-weight vehicles that may serve ar candidates for alternative fuel use. Jeff Tsai,

Research Associate, Institute for Transportation Research and Education, Norttt

Carolina State University, who worked on the study, compared and contrasted various

alternative fuels. In order to study the feasibility of the State using AFV's, it is

necessary to examine how these vehicles are being used. AFV's have a relatively short

driving range and problems with refueling due to an insufficient'alternative fuel

infrastructure. Dedicated vehicles, that is, vehicles driven on trips of less than 100

miles SAVo or more of the time, are not hindered by these limitations. One-third of the

State fleet consists of dedicated vehicles according to estimates furnished to the

Committee. EPACT will require approximately 46 AFV's for the State motor fleet by
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1996; 79 by 1997; and 344 by the year 2000. The Deparment of Transportation will

have to purchase approximately 170 AFV's by the year 2000. The potential location of

an alternative fuel refueling infrastnrcture must also be considered in order to meet the

accompanying demand for AFV's. Nine staging locations had the greatest numbers of

State vehicles: Raleigh, Chadotte, Chapel Hill, Asheville, Greenville, Winston-Salem,

Fayetteville, Greensboro, &od Wilmington. There is no clear @nsensus as to which is

the best alternative fuel.

October 5 1994

The Committee reviewed several important points made at the prior meeting. The

purpose of the Clean Air Act Amendments in 1990 (CAAA) is to improve air quality;

the purpose of the Energy Policy Act (EPACT) is to decrease U.S. dependence on

foreign oil. The impetus to use alternative fuels in Norttr Carolina stems from the

mandates in EPACT, which require the phasing in of alternative vehicles in public and

private fleets beginning n 1996 and ending in the year 2006. The definition of "fleeto

in EPACT is critical to understanding the State's duties under EPACT. Fleet is

defined, under EPACT, as a group of 2O or more light duty motor vehicles (equal or

less than 8,500 lbs. gross wt.) ttrat are primarily used in areas with a population of

250,000 or more as of 1980; that are centrally fueled or capable of being centrally

fueled; and that are owned or controlled by a government entity or penton having at

least 50 such vehicles nationwide.

I-ee Hauser, Deputy Commissioner, Department of Insurance, gave a status report

on the energy standards under the State Building Code and the sufficiency of these

standards under EPACT. A special ad hoc Energy Committee appointed by Code

Council Chairman Sam Snowdon in 1991 developed revisions to the residential building

energy requirements in the State Building Code. The ad hoc energy committee thinks

-15-



those standards meet or exceed the requirements of the Model Energy Code under

EPACT; however, the United States Department of Energy does not agree. A

comparison report conducted by Pacific Northwest taboratory concludes that our

enerry standards in the State Building Code are "marginally less stringento than those

required under EPACT. A comparison of the two documents is crrrrenfly being

oonducted and revision to our energy standards will be made if needed. Mr. Hauser

will report to the U.S. Department of Energy before the October U, 1994 reporting

date and request an extension of certification dates for residential and commercial codes

as permitted by Section C of EPACT. He expects that the draft of the revised energy

standards will be considerpd by the Building Code Council at its March 1995 meeting.

Enforcement of the State Building Code is under the jurisdiction of city and county

code enforement officials. The primary reason the ad hoc Energy Committee has not

finished its dxaft is the concern they have for local officials' ability to understand the

technical requirements of the energy section of the Code. Due to this concern,

attempts are being made to develop a prescriptive method of gaining compliance for

residential and small commercial structures. Additional training of code enforcement

offrcials would improve enforcement of the energy standards in one and two family

dwellings, small multi-family dwellings, and small commercial structures.

D. George Lipford, Southeast Sales Coordinator, Propane Marketing, Conoco

Inc., Research Triangle Park, addressed the use of propane gas as an alternative fuel.

Propane was first used as a motor fuel in the 1920's. There are currently 3.8 million

vehicles operating worldwide on propane, and one-half million of those are in the

United States. It ranks third in total motor fuel sales, following only gas and diesel

fuel. Currently, there are 10,0@ fueling locations. Because propane is clean burning,

oil changes are needed less often and spark plugs last longer, thereby reducing

maintenance costs. Propane costs 30% less than conventional gasoline and yields only

slightly lower mileage. Propane set a world speed record for alternative fuels in 1991.
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Propane is a non-toxic fuel. A leak would pose no danger to groundwater because it

vaporizes quickly. Its emission rate is below the aooeptable clean air standards under

CAAA; therefore, it is an extre,mely environmentally friendly fuel. Propane tanks are

20 times more puncture resistant that regular fuet tanks. The tants are constructed

from carbon steel under a code dweloped by the American Society of Mechanical

Engineers. Extensive safety tests have been conducted and the storage tanks did not

leak or catch on fire one during the testing. Availability of propane indicates that 3

million to 5 million vehicles could be fueled with propane by the year 2O0/- without

atrecting our domestic supply. The industry needs to upgrade the image and the

number of refueling stations. There are currently only 10,000 refueling stations in

existenoe. The small, independent businesses anrrently distributing propane gas have

been unwilling to expend the capital neoessary to improve distribution.

Greg Johnson, Supervisor, Nafirral Gas Vehicle Marketing and Technology

Support, Piedmont Natural Gas Company, Charlotte, addressed ompressed nafural gas

(CNG) as an altemative fuel. Vehicles and the fueling infrastructure are the source of

about one-half of the annual emissions of hydrocarbons and about two-thirds of the

carbon monoxide emissions. An existing vehicle converted to run on CNG can redue

emissions by as much * 80% compared to oonventional vehicles. Particulates, another

air quality problem in areas with large numben of diesel tnrcks and buses, can be

dramatically reduoed by using CNG. Vehicles running on CNG are actually safer than

those operating on traditional fuels. CNG is a vapor that has to be mixed with air and

compressed into a smaller container. It has an octane level of 130. Vehicles dedicated

to CNG use are currently manufactured. The cost to convert a vehicle to CNG or to

operate as a dual fueled vehicle is approximately $2,500 to $3,000. CNG is not toxic

or corrosive and will not contaminate groundwater. It produces no significant toxic air

emission. Most fleets today operate on CNG because the fleets are centrally fueled.
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CNG can be filled using the slow fill or fast fiIl methods. AFV's using CNG require

less maintenance than standard vehicles. The United States has its own CNG supply.

Don Mitchell, Marketing, Irgislative and Regulatory Affairs, EXXON Company,

Houston, Texas, spoke about reformulated gasoline urd petroleum distribution systems.

The gasoline distribution system begrns when the cnrde oil is disoovered, taken to the

refinery, refined, and loaded on tanker tnrcks for delivery to fte local service stations.

Main terminals supplying Norttr Carolina are located in Selma, Greensboro, Charlotte,

Wilmington, Norttr Carolina, and Spartanburg, South Carolina. Environmental

regulations and changing consumer demands have incleased complexity and reduced

flexibility in the petroleum industry. Gasoline currently includes reformulated gasoline,

non-reformulated gasoline, oxygenated gasoline, gasoline with @mponents, and

gasolines with various grade ratios. Requirements for additional gasoline products will

place furttrer strain on the distribution system. Requirements may only be met through

higher costs to @nsumerc or by tradeoff with existing products. CAAA requires that

all gas sold in the nine worst ozone nonattainment areas with populations over 250,fi)0

b€ reformulated to reduce vehicle emissions. Reformulated gas must contain a

minimum of 2% oxygen by weight and a maximum of l% benzene by vohrme. The

sale or dispensing of conventional gas in areas where reformulated gasoline is used is

prohibited. The petroleum industry is involved with alternative fuels.

Tim S. Shaver, Manager, Electric Vehicle Program, Duke Pou'er Company,

Charlotte, discussed electric vehicles as an alternative transportation method. Electric

vehicles have fewer moving parts than other vehicles, do not involve a combustion

engine, and do not use fossil fuels. The main components of an electric vehicle are

the electric motor, the battery that provides the motor with power, a controller to

monitor current flow from the battery to the motor, and a charger to recharge the

battery. The benefits of electric vehicles are: electric vehicles have lower emissions,

lower fuel costs, and lower maintenance costs. Electric vehicles are available in the
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long term from original equipment manufacturers such as General Motors (Impact),

Ford (Ecostar), Chrysler (TEVan), and foreign imports. The initial cost of converting a

conventional vehicle to an electric vehicle is $15,0fi)-$40,000. An electric vehicle has

a range of 50-1fi) miles per charge. Charging time is eight hours at a 110 standard

outlet and four hours at a 220 dedicated outlet. A "fast charge" of.Z0 minutes is under

development. An electric vehicle has a top speed of 65-85 mph and a battery life of

two to three yea$. Several batteries that are under development would provide longer

driving ranges and longer periods of operation. Electric vehicles that would meet the

needs of most drivers could be commercially available by the late 1990's. Electric

vehicle technologies have been identified as one of twenty-two technologies critical to

United States defense, economic competitiveness, public health, and energy

independence by the National Critical Technologies panel. Other countries are working

on an electric vehicle. The chance of the United States being a leader is enhanced by

government utilities and the domestic auto indusffy working as a team.

Sheila Holman, Unit Supervisor, Attainment Planning Unit, Air Quality Section,

Departuent of Environment, Health, and Natural Resources, gave a progress report on

the attainment of air quality standards in Norttr Carolina relative fe Qfu\A. The major

air quality problems in North Carolina are ozone and carbon monoxide. An area is

designated a nonattainment area for carbon monoxide when that area violates the air

quality standards under the Clean Air Act four times over a three year period. An area

may be redesignated an attainment area for carbon monoxide by: (1) showing that the

area has maintained air quality standards for three consecutive yea$, and (2) showing

that attainment can be maintained for ten years. MecHenburg, Forsyth, Durham, and

Wake Counties have been in nonattainment for carbon monoxide; however, at present,

only the Raleigh-Durham area is "marginally in attainment.' The other areas have

been redesignated as nin attainment." Norttr Carolina has re4uested the United States

EPA to redesignate its nonattainment areas for ozone. Currently EPA has redesignated
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the Triad Area (Greensboro, Winston-Salem, High PoinQ and the Raleigh-Durham area

for ozone. EPA is reviewing Charlotte's redesignation request on ozone. The

oxygenated fuel program in the Raleigh-Dwham area must stay in place, even though

the area is in attainment for carbon monoxide, due to anticipated vehicular growth in

the area over the next ten years.

Calvin lrggett, Director, Planning and Programming, Division of Highways, NC

Department of Transportation, discussed the possible uses of Congestion Mitigation Air

auafty (CMAQ) Funds under the Intermodal Surface Transportation Efficiency Act

(ISTEA). CMAQ is one of five progams under ISTEA. CMAQ reflects

transportation's responsibility to the environment. CMAQ funds may be used for

projects in nonattainment areas only. To receive funding, the projects must confribute

to meeting national arnbient air quality standards. Total CMAQ funding appropriated

is $6 billion over 6 yea$, with each state receiving a guaranteed minimum of ll2% of

these fuids each year. Typical projects that have been approved by the Federal

Highway Administration and the United States Department of Energy to be fimded wi*t

CMAQ funds include: transit improvements, shared-ride services, traffic flow

improvements, demand management strategies, pedeshian and bicycle programs, and

inspection and maintenance programs. North Carolina received almost $10 million per

year in CMAQ funds for the last three years; however, orily fr% of these authorized

funds were actually budgeted. North Carolina projects use 80% federal funds matched

with 20% in State funds. CMAQ funds are authorized to the states based on

population. In 1995 it is estimated that North Carolina will receive less than $5

million when our nonattainment areas are redesignated.

Walter H. Neely, Jr., Assistant Director for Trursportation, Chadotte-Mecklenburg

Schools, described CNG use in school buses based on the pilot project that involved the

Charlotte-Mecklenburg School system. Originally Mr. Neely was very skeptical of

using alternative fuel. Most of the research and practical applications of alternative
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fuels in school buses pointed to CNG as the most effective alternStive fuel to use for

the pilot project. They setected six gas engine buses to be retrofitted with conversion

kits and CNG cylinders. Piedmont Natural Gas provided labor to install the conversion

kits and tanks at a cost of approximately $5,500 per bus. The county fire marshal

inspected the buses for safety and proper installation. The buses were refueled using

the slow-fill method at night for four hours. The operation began in August of 1992.

The CNG buses have been in continuous use for two years, and the general impressions

have been very favorable. At idle, the CNG buses produced 58% less hydrocarbon and

hxd 90Vo less carbon monoxide emissions. At cnrise, the CNG buses produeA 32%

less hydrocarbon and 75% less carbon monoxide emissions. The cost of fuel per mile

for the CNG buses was $.0795 compared to $.0773 for diesel buses and $.1330 for the

standard gasoline buses.

November L7 t99l

Delegate Arttnrr R. 'Pete" Giesen, Member of the Virginia General Assembly,

Chairman of the Joint Subcommittee Studying the Use of Vehicles Powered by Clean

Transportation Fuels, appeared before the Committee to discuss the accomplishments of

his committee. During the fint year of its operation, the oommittee had the primary

tasts of educating itself and then educating others inside and outside state government

as to what altemative fuels were and how they could benefit Wginia from an

environmental and economic point of view. Virginia's Literary Fund provides low-

interest loans to various school systems for alternative fuel refueling stations,

particulady for stations to refuel school buses with CNG. Virginia has enacted

approximately forty laws related to clean fuels. Among these are bills to provide that:

(1) the Virginia Board of Education promote the use of altemative fuels by school

buses; (2) the Virginia Board of Education regulations not unreasonabty limit use of
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alternative fuets in school buses; (3) the Virginia Alternative Fuels Revolving Fund is

created to provide low-interest loans to local governments and state agencies to convert

vehicles from conventional fuels to alternative fuels; (4) "products used as motor

vehicle fuels" are exempt from local utility taxes; (5) older, dirtier, motor vehicles may

be retired; (6) the motor vehicle sales and use tax on vehicles omanufactured to use

compressed natural gas, liquified natural gas, liquified petroleum gas, hydrogen or

electricity as a sour@ of propulsion" is reduced from 3% to 1 ll2%; (7) the usual

special fuel tatr rate of 15 cents per gallon is reduced to l0 oents for alternative fuels;

(S) an annual tax is assessed at the rate of $50 per vehicle on vehicles using these fuels

when those vehicles are fueled at a private residence or 'use clean special fuels upon

which the tax imposed on clean special fuels has not been paid'; (9) a state income tax

credit of tO% of the amount is allowed as a deduction from federal income tax for the

purchase of clean fuel vehicles and ertain refueling equipment. TVo other clean fuel

measures were carried over to the 1995 Session of the Virginia General Assembly and

ale still pending. One bill provides a subsidy to Virginia manufacturers of AFV's and

eliminates the annual $10 surcharge on special license plates for clean fuel vehicles.

The other bill provides a $700 corporate income tax credit for any business that creates

a job related to components or labor to convert vehicles to AFV's.

Tim Butler, Building System Engineer, Energy Division, Department of

Commerce, discussed recommendations from the Deparunent regarding proposed

legislation to this Committee. The objectives of these recommendations are to: (1)

reduce reliance on petroleum-based fuels within the State; (2) improve air quality by

increasing the use of near zero emission vehicles; and (3) stimulate the development of

infrastnrcture necessary to support the use of AFV's withifl the State. Regulatory

incentives ought to be applied equally, permitting free competition among the various

alternative fuels and suppliers. The market should be allorped to determine those fuels

to be used in various regions of the State. Financial and regulatory incentives should
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facilitate State government, private businesses, ffid local governments in meeting

EPACT provisions. Norttr Carolina's metropolitan areas affected under EPACT are the

Charlotte-Gastonia, Greensboro-Winston-Salem-High Point, and Raleigh-Durham arcas.

Alternative fuels are defined under EPACT as methanol, ethanol, other alcohol mixtures

that consist of at least 7O% alcrllllrol blended with gasoline or other fuels, compressed

natural gas, liquified petroleum, hydrogen, coalderived liquid fuels, fuels dedved from

'biologicalo materials, electricity, and any other fuel substantially not petrolewl.

He recommended that the Committee endorse a series of proposals that the Energy

Division identified as Priority #1 through Priority #3. Because accurate fiscal impacts

of Priorities #2 and #3 had not been prepared, the Energy Division offered Priority #1

as its only recommendation at this time, and refrained from recommending Priorities #2

and #3 until a full fiscal assessment is obtained.

As part of Priority #1, the Committee should propose legislation that designates a

single State agency as the lead agency in developing a comprehensive State alternative

fuels transportation plan that will address the requirements of EPACT. The designated

State agency should have the authority to implement the plan and collect and maintain

data necessary to document the State's level of compliance with EPACT. futnually, the

designated state agency should report its progress in achieving the requirements of

EPACT to both the Joint l-egislative Commission on Governmental Operations and the

General Assembly. A board should be created that will serve in an advisory capacity to

the designated agency. This board should provide input to the development of the

alternative fuels transportation plan and offer guidance in developing methods to assess

whether the State has complied with EPACT.

The question arose as to what agency would be the appropriate agency to develop

the plan to implement EPACT. Lisa Piercy with the Departrrent of Administration

stated that the Departrrent only had authority over vehicles under Motor Fleet

Management and that the majority of vehicles under Motor Fleet Management were
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passenger vehicles. She stated that the Departrrent of Transportation (DOT) had their

own "fleet;" however, the majority of those DOT vehicles are the heavier duty vehicles

that are not subject to the purchase requirements of EPACT. Discrrssion ensued with

regards to the roles of various State agencies that purchase their ovrn vehicles. All

vehicles owned by the State are purchased through the Division of Purchase and

Contract in the Department of Administration. Representative Brawley moved to draft

legislation making the Departrrent of Administration the lead agency in developing a

plan and proposed that the members of the proposed advisory board be designated in

the legislation. DOT and the Department of Public Instnrction should be included in

the advisory board.

Further, it was recommended under Priority #l thar the North Carolina Utilities

Commission should be encouraged to permit utitities to offer inoentive rates for electric

and other regulated alternative fuels that take into aooount traditional rate-making issues

including demand-side management into consideration. The Committee instnrcted staff

to urite a letter to the Utilities Commission on behalf of the Committee reoommending

that ttre Commission redue rates for altemative fuels.

Also, Priority #1 should include a provision that prohibits regulations that would

unreasonably limit the authority of any local education unit to purchase and use school

buses using compressed natural gas, electricity, propane, or any other alternative fuels.

Under Priority #2, legislation is recommended that would create a low-interest

revolving loan fund available only to local govemments to: (1) provide 5O% of the

installed cost of refueling or electdcal recharging facilities needed for alternative fuel

vehicles and (2) support the incremental cost of alternative fuels vehicles or vehicle

conversions above the number required by EPACT.

Under Priority #2, legislation is recommended to provide tax qedits equal to t5%

of the cost of constructing a refueling or recharging facility and for the cost of refueling

and recharging equipment not to exceed $15,0(n for each tax credit to private
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businesses wtro purctrase and install refueling or recharging facilities or equipment for

use by fleets, the general public, or local governments and other tax-exempt entities

through leasing or other agreements.

Under Priority #3, legislation is recommended that would either eliminate or

redue Norttr Carolina motor fuel taxes crrrrenfly charged on methanol, ethanol,

compressed natural gas, liquefied natural gas, and propane when used as a vehicle fuel.

Representative Brawley and Representative Mclaughlin reoommended that

legislation should be drafted to accomplish all priorities.

John T. Massey, Interim Director, Motor Fleet Management, Department of

Adminishation, discussed how Motor Fleet Management was striving to keep abreast of

the direction being given by the United States Deparhent of Energy conoerning federal

mandates involving alternative fuels. Motor Fleet Management faces many obstacles in

complying wittl EPACT requirements, due to the lack of availabitity of alternative fuels,

unoertainty in the development and manufacture of altematively fueled vehicles, and

changes to the regulations that may occur before compliance is requfued by the State

fleet in 1996. In 1993 Motor Fleet Management ordered conversion kits for General

Motors vehicles. When the kits anivd the following year, Chrysler vehicles were

under contract and the kits did not fit the Chrysler vehicles. Now, General Motors has

the contract and these kits will be able to be used during 1995.

Staff Counsel Susan lddings discussed problems with determining the number of

ofleet' vehicles in State government. Currently there is no way to determine purchase

mandates for Norttr Carolina as there is no way to assess the number of vehicles in a

'fleet" within the meaning of EPACT. All State vehicles are not under Motor Fleet

Management. Some State agencies purchase their own vehicles, making it difficult to

determine how many State vehicles are in a State fleet.

December 8 1994
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The Committee reviewed proposed legislation that was recommended by the

Departnnent of Commerce at the meeting on November 17, 1994. The Committee

discussed the letter to the North Carolina Utilities Commission on behalf of the

Committee to urge the Utilities Commission to reduce rates for alternative motor fuels.

At the previous meeting, it had been decided this recommendation could be

accomplished without legislation and that a letter would suffioe. The Committee voted

to include this letter in its draft report.

Draft BiTl #2, the proposed draft legislation, entitled State Plan to Implement the

Energy Policy Act, was discussed. This bill provided that the Departuent of

Administration be the lead agency in developing a plan to implement EPACT

requirements and that the Governor appoint an advisory board to work with the

Department of Administration in formulating this plan. Staff Counsel Susan Iddings

advised the Committee that the enac'tment of EPACT created a federal mandate. The

State was faced with implementing this mandate whether this Committee recommends

legislation to plan its implementation or not. Senator Paul Smith informed the

Committee that new mandates regarding the postponement or delaying of the

requirements of EPACT may come after the new Congress @nvenes and that legislation

by the State may not be necessary. Representative Mclaughlin wanted to know if there

would be any problems if the Committee did nothing. Staff Counsel Susan Iddings

stated that if there was no delay at the federal level, the State would be faed with

having to make the purchases of these alternative fueled vehicles without an organized

method to proceed in place. The Committee discussed whether it might be prudent to

wait on this until later to determine if EPACT is delayed or repealed. Senator Smittt

requested that a fiscal note be prepared indicating the cost to ttre State of implementing

EPACT. The current fiscal note only stated the cost of implementing Draft #2, vthich

provides for the development of a plan.
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Draft #3 concerned proposed legislation to establish an Alternative Fuel Loan Fund

to provide loans to units of local govemment$ in order to promote the use of alternative

fuels for alternative fueled vehicles. Senator Smith stated that he would like the kague

of Municipalities to take a look at this proposed legislation and see how it would affect

them before taking any action on it.

The Committee next reviewed Draft #4, which was proposed legislation dealing

with a corporate tax credit for an alternative fuel facility. Fiscal information nras not

available yet. The inforrration will be available for the next meeting to include an

estimate of the cost of these alternative fueling stations, the number of vehicles by

percentage that would be affected by the federal legislation, the number of State

vehicles affected, and the number of stations needed to service these vehicles.

Draft #5 and Draft #6 were discussed by the Committee. Draft #5 conerns a

reduction in motor frrel tax for alternative transportation fuels, and Draft #6 oonoerns

eliminating the motor fuel tax for alternative vehicles.

Draft #7 was discussed. This is a resolution to continue the crrrrent study. The

Committee voted to include this resolution in the final report.

December 19 1994

The purpose of this meeting was to continue reviewing the draft legislative

proposals for possible inclusion in the Committee's final report to the 1995 General

Assembly. Senator Smith again raised the point that the new Cong ess was probably

going to repeal or delay the implementation of EPACT and that maybe the Committee

should wait and see what was going to happen before the State proceeded. Further

discussion ensued with reference to these possibilities. Draft #1 recommended that the

Departrrent of Administration be the lead agency in developing a plan to implement

EPACT. It was proposed that this could be done without legislation. Evan Rodewald
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of the Fiscal Research Division presented some fiscal information indicating that a

rough estimate of the cost to the State of implementing EPACT is $4,859,310 over a

five year period. (See Appendix D.) Doug Culbreth of the Department of Commerce

explained that an agreement had been reached betrveen the Department of Commerce,

the Deparment of Adminishation, the Department of Transportation, 8Dd the Office of

the Governor to establish a working group to plan for the implementation of EPACT

should the State need such a plan. This working group would include a representative

from the DeparUnent of Transportation, the Office of the Governor, the Deparmrent of

Commerce, tod Departurent of Administration and would report periodically to either

the Irgistative Research Commission on Energy Conservation and use of Renewable

Energy Sources, if authorized to continue, or the Joint Legislative Commission on

Govemmental Operations. The Committee agreed to include this proposal to establish

an informal working group in the report to the General Assembly. No legislation is

needed to accompany this recommendation.

The Committee voted to include in its draft final report Draft #3, a bill that creates

an alternative fuel loan firnd to provide low-interest loans to local government units to

promote the use of alternative fuels, as well as Draft #4, a bill that grants a corporate

tax credit for the construction of an alternative fuel refueling or recharging facility and

for the cost of refueling or recharging equipment at new or existing facilities.

Drafts #5 and #6 of the Recommendations and Draft kgislation report prepared

by Committee Counsel Susan Iddings were discussed together as a package since Draft

# 5 proposed a reduction in motor fuel tax for alternative hansportation fuels and Draft

#6 proposed eliminating this tax on alternative fuels. Representative Brawley raised the

point as to what affect the General Agreement on Tariffs and Trade (GATD would

have on this particular proposal. After some furttrer discussion, Senator Johnson

recommended that the Committee should communicate its concern regarding ttre effects
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of GATT to the 1995 General Assembly. The Committee re@rnmended accepting

Draft #5 to reduce the motor fuel tax rattrer than Draft #6 to eliminate the tax.

Draft #7 was a reurite of Senate Bill 95. firis draft was submitted as a draft

proposal at the request of Cochair Representative Bowman. This bill had previously

passed the Senate and was put into the House Appropriations Bill. Representative

Bowman stated that at some point it was deleted from the bill, and he wished it to be

reconsidered by the 1995 General Assembly. This Comsrittee had spent a good deal of

time considering the State Facilities Energy Conservation Program as provided in this

bill. The Committee reoommended Senate Bill 95 to the 1993 General Assembly (1994

Regular Session) because it is a good plan, it was developed over the @urse of nine

months, dl affected agencies participated in its development, ild it can save ths State

money while conserving energy use. The Committee agreed to include this proposal in

its final report.

Januarv 3, 1995

This was the final meeting of the Committee. Its purpose was to approve the final

draft report to the 1995 General Assembly for transmittal to the Irgislative Research

Commission. After a general review of the draft report, the Committee voted to

transmit to the Irgislative Research Commission the draft report to the 1995 General

Assembly.

-29-





HNDINGS AND RECOMMENDATIONS

RECOMMENDATION #I: THE DEPARTMENT OF ADMINISTRATION, TIIE

DEPARTMENT OF COMMERCE, THE DEPARTMENT OF TRANSPORTATION,

AT.ID THE OFFICE OF THE GOVERNOR SHOI,JLD ESTABLISH A WORKING

GROI]P TO PI.AN FOR TITE STATE TO MEET ITS ALTERNATTVE FI.]ELED

\IEHICLE PI,JRCHASING REQI.IIREMENTS PI.JRSUANT TO THE ENERGY

polrcY AcT oF 1992, 42 U.S.C., $ 13201, ET SEQ. @PACT) AND TO MAKE

PERIODIC REPORTS OF ITS PROGRESS TO TI{E GENERAL ASSEMBLY.

Findings: Congress enacted the Energy Policy Act of 1992 (EPACT) for the purpose

of reducing our nation's dependence on foreign oil. Congress enacted the Clean Air

Act Amendments of 1990 (CAAA) for the purpose of improving air quality. Under

EPACT, federal, State, and local govemrnent and certain private fleet owners that

operate fleets of lightduty vehicles within metropolitan areas with a population of at

least 250,00O as of 1980 will be required to purchase increasing numbers of alternative

fueled vehicles (AFV's) in accordance with a prescribed schedule that extends from

1993 through the year 2006. Under CAAA, public and private fleet owne6 operating

in certain metropolitan areas that are in severe nonattainment of either ambient ozone

or carbon monoxide will be held to certain purchase requirements for clean fuel

vehicles beginning in 1998. The State will encounter its first mandate pursuant to these

federal acts in 1995 when, under EPACT, ten percent (lO%) of its purchases of new

light-duty vehicles for certain State fleets must consist of AFV's. By 1997, under

EPACT, fifteen percent (15%) of the State's purchase of new lightduty vehicles for

fleets are required to be AFV's; by 1998, twenty-five percent Q5%); by 1999, fifty

percent (50%); by 2000, seventy-five percent (75%). All purchases of State owned

vehicles are made through the Purchase and Contract Division of the Department of
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Administration. It is in the best interest of the nation and the State to rpduce its

reliance on imported oil and to promote the use of alternative fuels. The State shottld

take a leadership role by implementing these federat acts in a timely manner; however,

the Committee recognizes that the new Congress may repeal EPACT or delay its

schedule for phasing in new AFV's. The pnrdent counle is to plan for the

implementation of EPACT in the event it remains in place as is. No legislation is

needed to accomplish this goal. The most efficient and economical method of plaming

to meet the goals of the proposed legislation is through the formation of an informal

working group oomprised of a representative from: the Department of Administration,

the Department of Commere, the Deparfinent of Transportation, ffid the Office of the

Governor. The working group should advise the General Assembly of the status of

EPACT implementation at the federal level and develop its plan to implement EPACT

at the State level accordingly. Also, this working group should provide the General

Assembly with periodic progress reports starting as soon as possible, no later than

September 1, 1995 for its first progress report. ff the General Assembly reauthorizes

this study committee, it should receive the periodic progress reports; otherwise, the

reports should go to the Joint Irgislative Commission on Governmental Operations and

the Environmental Review Commission.

RECOMMENDATION #2: THIS COMMITTEE LJRGES THE NORTH CAROLINA

UTILITIES COMMISSION TO REDUCE RATES FOR ELECTRICITY, NATURAL

GAS, PROPANE, AND ANY OTHER ALTERNATTVE FTJEL THAT IS REGTJLATED

BY THE UTILITIES COMMISSION AND PURCHASED FOR THE PI.JRPOSE OF

PROPETLTNG MOTOR VEHICLES. (See l-etter to the Norttr Carolina Utilities

Commission, Appendix E.)
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Findings: The rates of alternative fuels that are regulaaed by the North Carolina

Utilities Commissien are set by the Utilities Commission. Rates for elec'tricity, natural

gas, and propane are the same without regard to wtrether they are being used to heat a

building or propel a motor vehicle. It is in the best interest of the State to promote the

use of alternative transportation fuels in order to improve air guality and to reduce our

nation's dependenoe on foreign oil. To offer reduced rates for electricity, natural gas,

propane, or any other altemative fuels when these fuels are purchased to be used as a

hansportation fuel would provide an inentive to use these fuels as transportation fuels.

This Committee should present this recommendation to the Norttr Carolina Utilities

Commission in a letter from the Cochairs on behalf of the Committee.

RECOMMENDATION #3: TO PROMOTE THE USE OF ALTERNATIV'E FUEI,S

FOR VEHICLES, THE GENERAL ASSEMBLY SHOTJLD ENACT LEGISI.ATION

TO ESTABLISH THE ALTERNATTVE TRANSPORTATION FTJEL I.OAT.I FTJND TO

PROVIDE IOANS TO UNITS OF IOCAL GOVERNMENT. (See Legislative Proposal

I, Appendix F.)

Findings: Under the Energy Policy Act of 1992, 42 U.S.C. $ 13201, et seq.

(EPACT), federal, State, local government, and certain private fleet owners that

operate fleets of lightduty vehicles within metropolitan areas with a population of at

least 250,000 as of 1980 will be required to purchase increasing numbers of alternative

fueled vehicles (AFV'S) in accordance with a prescribed schedule that begins in 1993

and extends through the year 2005. Currently, units of local government in North

Carolina will encounter their first mandates pursuant to EPACT in 1999, when twenty

percent (2O%) of their purchases of new light-duty vehicles for certain pubtc fleets

must consist of AFV's. By 2N2, thirty percent (30%) of a local government's

purchases of new lightduty vehicles for fleets are required to be AFV's; by 2003, forty
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peroent (40%); by 2OM, fifty percent (50%); by 2005, sixty percent (60%); and by

2006, seventy per€nt (7O%). It is in the best interest of the State to promote the use

of AFV's and the constnrction of a fueling infrastnrcture to serve these vehicles. The

State should take a leadership role by providing low-interest loans to units of local

government (1) for the purchase of and conversion to AFV's for those AFV's that are

purchased or converted in order to satisfy the mandates of EPACT, ild (2) for

expanding the alternative fuel infrastnrcture. Loans for infrastructure should not exceed

fifty percena (50%) of the infrastnrcture cost. By creating a revolving loan fund, the

State is providing an inaentive to units of local government to purchase AF\y''s, to

convert conventionally fueled vehicles to dternative fueled vehicles, and to constnrct

alternative fuel refueling facilities for AFV's.

RECOMMENDATION #4: THE GENERAL ASSEMBLY SHOULD ENACT

LEGISI^ATION THAT GRANTS A CORPORATE TAX CREDIT FOR TI{E

CONSTRUCTION OF AN ALTERNATIVE FT]EL REFTJELING OR RECHARGING

FACIIJTY AND FOR INSTALI.ATION OF REFUELING OR RECHARGING

EQI.IIPMENT FOR ALTERNATIVE FUELED VEHICLES AT A REFT'ELING OR

RECHARGING FACILITY. (See lrgislative Proposal II, Appendix G.)

Findings: The State should promote the use of alternative fuels for transportation in

order to reduce the nation's dependen@ on foreign oil and to improve air quality. The

largest hurdle to greater use of alternative fuels is the present lack of an ade,quate

infrastnrctnre to service AFV's. The estimated cost of constnrcting refueling or

recharging facilities to service AFV's ranges from $75,000 to $400,00, with $150,0(n

as the average anticipated cost. Businesses need an incentive to take on the hiih cost

of building refueling and recharging facilities and the cost of equipping existing or nelil

facilities with equipment to refuel or recharge AFV's. The General Assembly, when
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considering the legislative proposal, should consider rftether the General Agreement on

Tariffs and Trade (GATD would have an impact on this legislation.

RECOMMENDATION #5: THE GENERAL ASSEMBLY SHOULD ENACT

LEGISI,ATION TO REDUCE THE MOTOR FT]EL TAX FOR ALTERNATIVE

TRANSPORTATION FLJEIS. (See Irgislative Proposal III, Appendix H.)

Findings: It is in the best interests of the State to promote the use of altemative fuels

for motor vehicles. Tur incentives provide a powerfrrl method to expand the use of

these fuels. Many other states have used various kinds of tax inentives to encourage

the use of these fuels, to encourage the purchase of alternative fueled vehicles, and to

encourage the development of a fueling infrastructure for AVF's. Virginia has reduced

its motor fuel tax from 15 cents to 10 ents for alternative fuels. North Carolina should

reduce its motor fuel tax for alternative fuels. Currently, electric vehicles are not

subject to a motor fuel tax or a special fuel ta:r. To provide parity among the various

alternative fuels, electricity, when used to propel a motor vehicle, should be subject to

the special fuels tax at the safire rate as other alternative fuels.

RECOMMENDATION #62 THE GENERAL ASSEMBLY SHOULD ENACT

LEGISI-ATION TO ESTABLISH THE STATE FACILITIES ENERGY

CONSERVATION PROGRAM FOR SEI.ECTING AND IMPIJMENTING ENERGY

CONSERVATION MEASURES IN STATE FACILITIES AND PROVIDE A

MECHANISM OF FI.JNDING ENERGY CONSERVATION MEASI,]RES THAT ARE

SECT]RED BY AN INTEREST IN TI{E PROPERTY PURCHASED BY

AUTIIORIZING THE DEPARTMENT OF ADMIMSTRATION TO ENTER INTO

ALTERNATIVE FINANCING AGREEMENTS AND BY AUTHORIZING TIIE

ISSUANCE OF BONDS. (See legislative Proposal IV, Appendix I.)
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Findings: Energy Conseryation projects that substantially reduce energy use provide an

opportunity to save large sums of money by reducing utility bills. Energy conservation

projects ttrat substantidly reduce energy use benefit the environment by slowing the

depletion of nonrenewable energy souroes and by reducing emissions that harm the

environment and the health of the public. The State should take a leadership role in

the area of energy conservation by providing a mechanism to fund improvements to

existing State facilities for improvements that can substantially increase energy

efficiency. The lrgislative Research Commission on Ways to Promote the

Conservation of Energy and the Use of Renewable Energy Sources in Residential,

Commercial, Industrial, ind Public Facilities recommended the same legislation to the

1993 General Assembly. That bill was introdued as Senate Bilt 95 (companion bill

House Bill 103) during the 1993 Irgislative Session. Both of these bills were eligible

for consideration during the 1993 General Assembly (1994 Regular Session). This

Committee carefully reviewed this legislation at its January 1994 and April 1994

meetings and voted to submit an interim report to the Irgislative Research Commission

to recommend that the General Assembly enact Senate Bill 95. Senate Bill 95 passed

the Senate and received serious consideration by the House. This legislative proposal is

a revnite of Senate Bill 95 with technical changes needed to malre it ready for

introduction to the 1995 General Assembly. This Committee and representatives from

each of the affected agencies have devoted much time and effort to develop this bill. It

provides a sound approach to fund energy conservation measures in existing State

facilities without jeopardizing the State's financial standing. This bill can save the State

money in the long term, and, at the sarne time, conserve our natural resour@s.

RECOMMENDATION #7: THE GENERAL ASSEMBLY SHOULD AUfiIORIZE

THE LEGISI.ATIVE RESEARCH COMMISSION TO CONTINI,JE TO STTJDY WAYS

TO PROMOTE ENERGY CONSERVATION AND THE USE OF RENEWABLE
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ENERGY SOURCES IN NORTH CAROLINA. (See lrgislative Proposal V, Appendix

J.)

Findings: The Irgislative Research Commission was authorized in 1991 to study Ways

to Promote the Conservation of Energy and the Use of Renewable Energy Sources in

Residential, Industrial, ond Public Facilities. That study committee proved to be an

excellent forum for different State agencies that have a role in promoting energy

conservation; architects and engineen; industry; and environmental groups to present

their respective opinions for needed changes and improvements in promoting energy

conserrration in buildings. This study committee found that energy conservation can

save the State and its citizens substantial sums of money by reducing energy costs and

at the same time protect the environment. In 1993, the kgislative Research

Commission was authorized to continue its study of energy conservation and use of

renewable energy sour@s. This Committee continued to look into energy conservation

projects in public buildings that would save substantial sums of money in avoided utility

bills. This Committee also studied alternative transportation fuels and found that the

use of these fuels would reduce our dependenoe on foreign oil as well as serve to

reduce toxic air emissions, thereby protecting air quality. Even after four yea$, there

is much work remaining for this Committee to do. Energy conservation remains a

largely untapped source of savings. Energy conservation protects our natural resour@s.

The study of energy conservation in Norttr Carolina shoutd be continued.
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AN ACT TO AUTHORIZE STUDIES BY THE LEGISLATIVE RESEARCH
COMMISSION, TO CREATE AND CONTINUE VARIOUS COMMITTEES AND
COMMISSIONS, AND TO DIRECT VARIOUS STATE AGENCIES TO STUDY
SPECIFIED ISSUES.
The General Assembly of North Carolina enacts:

PART I..----TITLE
Section l. This act shall be known as "The Studies Act of

1993".

PART II. -.-.-LEGISI..A.TIVE RESEARCH COMMISSION
Sec. 2.1. The lcgislative Research Commission may study the

topics listed below. Listed with each topic is the 1993 bill or
resolution that originally proposed the issue or study and the name of
the sponsor. The Commission may consider the original bill or
resolution in determining the natuie, scope, and aspects of the study.
The topics arei '... Ways to Promote Energy Conservation and the Use of' Renewable Sources of Energy in-North Carolina -- study

continued (H.J.R. 104 and H.J.R. 150 - Bowman, S.B. 337 -
Plexico)... "
Sec. 2:,.2. Committee Membership. For each I-egislative Research

Commission Committee created during the 1993-94 biennium, the cochairs
of the Commission shall appoint the Committee membenhip.

Sec. 2.3. Reporting Dates. For each of the topics the
Legislative Research Commission decides to study under this act or
puisuant to G.S. 120-30.17(l), the Commission may report its findings,
together with any recommended legislation, to the 1994 Regular Session
of the 1993 General Assembly or the 1995 General Assembly, or both.

Sec. 2.4. Bills an'd Resolution References. The iisting of the original bill or
resolution in this Part is for reference purposes only
and shall not be deemed to have incorporated by rdference any of the
substantive provisions contained in the original bill or resolution.

Sec. 2.5. Fundine. From the funds available to the General
Assembly, the lrgislative Seivices Commission may allocate additional
monies t'o'fund thE work of the Legislative Research Commission.

PART XI.-.---APPROPRIATION FOR STUDIES

APPENDIX A

HOUSE BILL I3I9 2ND EDITION

Sec. 11.1. From the appropriations to the General
the Legislative Services Commission may allocate funds to
authorized by this act.

PART XII..--.-EFFECTIVE DATE
Sec. 12.1. This act is effective upon ratification. Part VI

of this act is repealed on June 30, 1995.

Assembly for studies,
conduct the studies
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GENERAL ASSEMBLY OF NORTH CAROLINA

sEssIoN 1993

SENATE JOTNT RESOLUTION 337*

Sponsors: Senators Plexico; Cooper, Ballance, Allran, Tlly, Martin of Guilford,' Daniel. Lee, Conder, Hartsell, Ward, Gunter, Seymour, and Albertson.

I

2

5

4

5

6

7

tt
I

l0
lt
t2
l3
14

l5
l6
l1tl

18

l9
:0
:1
22
l3
24
l5

Reterred to: Rules and Operation of the Senate.

FebruarY 24,1993

A JOINT RESOLUTION AUTHORIZING THE LEGISLATIVE RESEARCH
COMMISSION TO CONTINUE TO STUDY WAYS TO PROMOTE ENERGY
CONSERVATION AND THE USE OF RENEWABLE ENERGY SOURCES IN
NORTH CAROLINA.

Whereas, the Legislative Research Commission was authorized in 1991 to

stucly Ways to Prornote the Conservation of Energy and the Use of Renewable Energy

Sources in Resiclential. Commercial, [ndtrstrial, and Public Facilities; and
Whereas, this study committee proved to be an excellent forum for

clifferent State agencies that have some role in promoting energy conservation,
architects and engineers. industry, and environmental groups to present their
respective opinions for needed changes and improvements in promoting energy
conservation: and

Whereas, this study cornmittee found that energy conservation saves the

State and its citizens money by reducing energy costs and at the same time protects

the errvironment: ancJ

Whereas, due to time constraints, this study committee was unable to
acldress all the irtrportxnt issues within the scope of its study; and it is in the best

inrerest of the State that these as well as other energy issues receive the attention and
consideration of a legislative study committee;
Norv, theretbre, l;e it resolved by the Senate, the House of Representatives
concurnng:

Section l. The Legislative Research Commission is authorized to study
wa)s to promote energy conservation and the use of renewable sources of energy in
North Carolina. The Commission may address all issues that bear on energy

conservation in this State.
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GENERAI, ASSEMBLY ()F NORTH CAROLINA .SESSION 1993

I Sec.2. The Cornmission shull report its fintlings antl recolnmendatiorrs to

2 the !995 General Assemhly and may make an interim report to the 1994 Regttlar

3 Session of the 1993 General Assembly.
4 Sec. 3. This resolution is eftective upon ratifici'ltion.

Page 2
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GENERAL ASSEMBLY OF NORTH CAROLINA

sEssroN 1993

HOUSE JOTNT RESOLUTION IO4*

Sponsors: Representatives Bowman, Bowen, Brawley, Brubaker, Jeffus, Luebke,
Stewart; and Justus.

Referred to: Rules, Calendar and Operations of the House.

February 10, 1993

I A JOINT RESOLUTION AUTHORIZINC THE LEGISLATIVE RESEARCH
2 COMMTSSION TO CONTINUE TO STUDY WAYS TO PROMOTE ENERGY
3 CONSERVATION IN BUILDINGS IN NORTH CAROLINA.
4 Whereas, the Legislative Research Commission was authorized in 1991 to
5 study Ways to Promote the Conservation of Energy and the Use of Renewable Energy
6 Sources in Residential, Commercial, Industrial, and Public Facilities; and
7 Whereas, this committee proved to be an excellent forum tor different
8 State agencies that have some role in promoting energy conservation, architects and
9 engineers, industry, and environmental groups to present their respective opinions for

l0 needed changes and improvements in promoting energy conservation; and
11 Whereas, this committee found that energy conservation saves the State
12 and its citizens money by reducing energy costs and at the same time protects the
t3 environment; and
14 Whereas, due to time constraints, this committee was unable to address
15 all the important issues within the scope of its study; and it is in the best interests of
16 the State that these energy issues receive the attention and consideration of a

17 legislative study committee;
l8 Now, therefore, be it resolved by the House of Representatives, the Senate
l9 concurring;
20 Section 1. The Legislative Research Commission is authorized to
2l continue the study of ways to promote energy conservation in buildings in North
22 Carolina. The Commission may address all issues that bear on energy conservation
23 in residential, commercial, industrial, and public facilities. especially State facilities.

H
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GENERAL ASSEMBLY OF NORTH CAROLTNA sEssroN 1993

I
2

3

4

Sec. 2. The Commissiorr shall report its findings and recommendations to
the 1995 General Assembly and may make an interim report to the 1994 Session of
the 1993 Ceneral Assembly.

Sec. 3. This resolution is effective upon ratification.

Page 2
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GENERAL ASSET}IBLY OF NORTH CAROLINA

sEssIoN 1993

I

HOUSE JOINT RESOLUTTON I5O*

Sponsors: Representatives Bowman,
Stewart; Colton, Hall, and

Bowen, Brawley, Brubaker, Jeffus. Luebke,
G. Miller.

I
2
aJ
4

5

6
7

8
9

10

1l
t2
l3
l4
l5
16

t7
l8
l9
20
2l
))
23
24
25

Referred to: Rules, Calendar and Operations of the House.

February 15, 1993

A JOINT RESOLUTION AUTHORIZING THE LEGISLATIVE RESEARCH
COMMISSION TO CONTINUE TO STUDY WAYS TO PROMOTE ENERGY
CONSERVATION AND THE USE OF RENEWABLE ENERGY SOURCES IN
NORTH CAROLINA.

Whereas, the Legislative Research Commission was authorized in l99l to
study Ways to Promote the Conservation of Energy aud the Use of Renewable Energy
Sources in Residential, Commercial, Industrial, and Public Facilitics; and

Whereas, this study committee proved to be an e.xcetlent forum for
different State agencies that have some role in promoting energy conservation.
architects and engineers, industry, and environmental groups to present their
respective opinions for needed changes and improvements in promoting energy
conservation; and

Whereas, this study committee found that energy conservation sal'es the
State and its citizens money by reducing energy costs and at the same time protects
the environment; and

Whereas, due to time constraints, this study committee was unable to
address all the important issues within the scope of its study; and it is in the best

interest of the State that these as well as other energy issues receive the attention arrd

consideration of a legislative study committee;
Now, therefore, be it resolved by the House of Representatives, the Senate
concurring:

Section 1. The Legislative Research Commission is authorized to study
ways to promote energy conservation and the use of renewable sources of energy in
North Carolina. The Commission may address alt issues that bear on energy
conservation in this State.
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1993

I
2

3

4

Sec. 2. The Commission shall report its tindings and
the 1995 General Assembly and may make an interim report
Session of the 1993 General Assembly.

Sec. 3. This resolution is effective upon ratification.

recommendations to
to the 1994 Regular
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APPENDD( B

MEMBERSHIP OF LRC COMMITTEE ON

ENERGY CONSERVATION AND USE OF RENEWABLE ENERGY SOURCES

LRC MEMBER: Sen. Lura S. Tally
3100 Tallywood Drive
Fayetteville, NC 28303
(9t0)483-4r7s

President Pro Tempore's Appointments

Sen. C.R. Edwards, Cochair
1502 Boros Drive
Fayetteville, NC 28303
(9r0)488-9358

Mr. C.J. Belch
P.O. Box 771
Plymouth, NC 27962

Mr. Ronald Gibson
Vice-President, Customer Services
Duke Power
P.O. Box 1006 (EC 13D)
Charlotte, NC 28201-1005

Sen. Joe E. Johnson
P.O. Box 31507
Raleigh, NC 27622
(9r9)787-s240

Sen. John H. Kerr
P.O. Box 1516
Goldsboro, NC 27533
(9r9)734-1841

Sen. Clark Plexico
P.O. Box 1904
Hendersonville, NC 28793
(704\696-943s

Mr. Jimmy Smith
P.O. Box 667
Burgaw, NC 28425

Sen. Paul Smith
P.O. Box 916
Salisbury, NC 28145
(704)633-9463

Speaker's Appointments

Rep. J. Fred Bowman, Cochair
814 N. Gratram-Hopedale Road
Burlington, NC 27217
(910)228-7s21

Rep. Edward C. Bowen
Route 1, Box 289
Harrells, NC 28444
(910)532-4183

Rep. C. Robert Brawley
Route 10, Box 256
Mooresville, NC 28115
(704)663-2635

Rep. Thomas K. Jenkins
P.O. Box 526
Franklin, NC 28734
(704)369-2377

Rep. Theodore J. Kinney
106 Chloe Drive
Fayetteville, NC 28301
(910)488-5681

Rep. John B. Mcl-aughlin
P.O. Box 158
Newell, NC 28t26
(704)596-084s

Rep. George S. Robinson
P.O. Box 1558
I-enoir, NC 28545
(704)728-2902
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Staff:
Ms. Susan Iddings
Bill Drafting Division
(e19)733-6660

Clerk:
Ms. Jenny Umstead
131 I lrgislative Building
O: (919)733-s805
H: (919)847-2435
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APPENDIX C

SPEAKERS APPEARING BEFORE THE COMMITTEE

Steve Levitas, Deputy Secretary, Department of Environment, Health,
and Natural Resources

Tim Butler, Chief, Conservation Section, Energy Division, Dept. Commerce

Speros Fleggas, Director, Offic9 of State Construction,- 
Department of Administration

Marshall Mauney, Architect, Division of School Facility Services,
Departmenf of Fublic Instruction

Doug Culbreth, Director, Energy Division, Department of Commerce

Robert L. Powell, Deputy State Budget Officer, Office of
State Budget and Management

Robert M. High, D-irector, State and Local Government Finance,
Department of State Treasurer

Robert Powell, Architect, Greensboro, North Carolina

Gene Causby, Executive Director, NC School Boards Association

James B. Blackbum, General Counsel, NC Assoc. of County Comm.

Andrew L. Romanet, General Counsel, NC I*ague of Municipalities

Jack Connell, Honeywell, Inc., Raleigh, NC

Jeff Crenshaw, Johnson Controlsn Inc., Raleigh' NC

Kenneth Flowers, Fiscal Analyst, Fiscal Research Division,
NC General Assembly

D. G. Martin, Vice President of Public Affairs, University of
North Carolina General Administration

Bryan Manning, Mechanical Engineer, National Vehicles and Fuel
' Emissions-Laboratory, U.Sl Environmental Protection Agency,

Ann Arbor, Michigan

Charles L. Feltus, Technology Marketing, US Department of Energy'
Atlanta Support Office, Atlanta, Georgia

Burt Cox, Mobile Source Planning Supervisor, Air Resources Division,
New Hampshire Dept. of Environmental Services

c-1



Jackie Cummins, Policy Associate, National Conference of State
I-egislatures, Denver, Colorado

Peter Kelly-Detrriler, Senior Research Associate, The Goodman Group,
Consultants, Boston, Massachusetts

Greg Martin, Staff, Southern States Energy Board, Atlanta, Georgia

Jeff Tsai, Research Associate, Institute for Transportation Research
and Education, NC State University

Ire Hauser, Deputy Commissioner, NC Department of Insurance

D. George Lipford, Southeast Sales Coordinator, Propane Marketing,
Conoco Inc., Research Triangle Park

Greg A. Johnson, Supewisor, Natural Gas Vehicle Marketing_& Technology
Support, Piedmont Natural Gas Company, Charlotte, NC

Don Mitchell, Marketing, Icgislative & Regulatory Affairs, Exxon Co.
U.S.A., Houston, Texas

Tim S. Shawver, Manager, Electric Vehicle Program, Duke Power Co.,
Charlotte, NC

Sheila Holman, Unit Supervisor, Attainment Planning Unit, Air Quality
Section, Department Environment, Health, ffid Natural Resources

Calvin l-egett, Director, Planning & Programming, Division of Highways,
Department of Transportation

Walter H. Neely, Jr., Assistant Director Transportation,
Charlotte-Mecklenburg Schools, Charlotte, NC

John T. Massey, Interim Director, Motor Fleet Management, Department of
Administration

Arthur R. "Pete" Giesen, Delegate, Virginia General Assembly,_Chairman
Joint Subcommittee Studying Use of Vehicles Powered by Clean
Transportation Fuels
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APPENDIX D

North Carolina General Assembly
Legislative Services Office
Legislative Office Buitding
300 N. Salisbury Street, Rateigh, N. C. 27603-5925

GEOBGE B. HALL. JR., Legistative Adminislrative Otticer
(919) 733-7044

M, GLENN NEWKIRK. Direcror
Automated Systems Division
Suite 400, (919) 733-6834

TO:

FROM:

DATE:

RE:

GERRY F. COHEN, Direcror
Bill Drafting Division
Suite 100, (919) 733-6660

THOMAS L. COVINGToN, Director TERRENCE D. SULLIVAN. Direclor
Fiscal Research Division Research Division
Suite 619, (919) 733-4910 Suite 545. (919) 233-2578

Estimating the cost of implementing EPACT is difficult for several reasons:

- The state has no precise estimates of the number of the vehicles that
uue subject to EPACT

- The state has no implementation plan

- The optional "mix" of Alternative Fuel Vehicles (compressed natural
gas, propane, methane, electric, etc.) has not been established

- The number and size of fuel stations necessary for the state to
comply with EPACT has not been established.

These information constraints prevent Fiscal Research from projecting
compliance costs with any precision. However, under a number of simplifying
assumption-s, this Jeport provides a rough "ballpark" estimate of what EPACT
could 

-cost 
Nonh Carofnh.

Based on the assumptions and methodology discussed below, we believe that EPACT
may cost North Carolina approximately $5 million over a five year period.

Assumptions/Methodolo gy

State fleet size:
]EffiftF state's fleet that is subiect to EPACT was estimated to be
about 2,900. The number was obtained in an informal suney of the five
departments that own most of the state's light duty vehicles: DOT, Motor Fleet
Management, Human Resources, Corrections, and the university system.

Members, LRC on Energy Consewation
and Use of Renewable Energy Sources

Evan Rodewald q,,lA 
,

Fiscal Research Division

December 15, 1994

Rough Estimate of the Fiscal Impact of Epact

AN EQUAL OPPORTUNIW/AFFIRMATIVE ACTION EMPLOYER
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Per vehicle cost premium:
ffithe$4,ooopremium
its natural gas vehicles.

Chrysler currently charges for

ired number of
si6iion@red is very difficult to estimate.

Representatives from the public Stirvice Company of North Carolina believed,
baied on data from the Natural Gas Vehicle ioalition, that three stations for
each of the three affected Metropolitan Statistical Areas (for a total of nine
stations) would be a reasonable assumption.

Station costs:
TTFEEEIs- ol-natural gas fueling stations vary from $75,000 to $500,000
according to size, cafiacity andwhether fasf fiil, slow fill or some
combinaiion of the nivo iirequired. Other variables include the cost of real
estate, labor and local codes bnd standards. Our cost estimate of $150,000 per
station is based on conversations with industry representatives.

Number of new vehicles purchased:
of the fleet (or l7%) will be replaced with

new vehicles every year. This number is based on Motor Fleet Management
standards.

Fuel savings:
ffipCGd natural gas is a more cost efficient fuel source than is gasoline.
However, the economics of using compressed natural gas are difficult to
quantify at this time. Fuel efficiency savings are not incorporated into our
cost estimates.

Inflation:
]ffiTi-estimate assumes no inflation in costs.

Fleet Expansion:
TFe cisi:effi-aie assumes no expansion in the size of the state fleet.
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TECHNTCAL APPENDTX
FISCAL TMPACT OF EPACT
COST CALCULATIONS

Fleet Size:

New Vehicles purchased:

Per Vehicle premium:

New Vehicles that are AFV:

t of Newpurchases

I

COSTS

2949

L7Z

$4,000

New AFV
Vehicles

Year I -
Year 2 -
Year 3 -
Year 4 -
Year 5 -
Total

10%
15?
252
50?
752

50
75

L25
2sr
376

877

9

s 150,000

s2o0,532
s300,798
s501,330

s 1 , 002,660
s 1,503 r gg0

s3, 509, 3 10

s1r350,000

Fueling Statj-ons:

Per Station Cost:
Estinated Fueling Station Cost:

Total 5 Year Estimate: s4r859,310

DE





STATE

LEGISLATIVE
STATE

APPNDIX E
OF NORTH CAROLINA

RESEARCH COMMISSION
LEGISLATIVE BUILDING

RALETGH 27601-t096

December 20, t994

Judge H. A. Wells, Chairman
North Carolina Utilities Conmission
Post Office Box 295L0
Ra1eigh, North Carolina 27626-05L0

To the North Carolina Utilities Commission:

W€, Senator C. R. Edwards and Representative J. Fred Bowman, Co-Chairs
of the f.egislatie Research Commission Study Committee on Energy
Conservation and Use of Renewable Energy Sources' urge the North
Carolina Utilities Commissionr on behalf of our Committee's members, to
authorize utilities in the State to reduce rates for electricity'
natural 9ds, propane, and any other fuels that are subject to your
jurisdicfion irtreir these fuell are purchased to propel motor vehicles.
Further, our Comnittee urges your Comnission, when deciding how much to
reduce rates for alternative Lransportation fuels, to take into
consideration Ehe affect these rates will have on the denand for these
alternative transportation fuels, and implement rates that will promote
the use of alternative fuels.

Our Cornrnitt,ee has studied alternative transportation fuels since
Sept,enber, L994, and it has been found that it is in the best int,erests
of our State to promote the use of alternative transportation fuels in
order to improve-air quality and to reduce our nation's dependence on
foreign oi1.

Accordingly, our Committee is recommending five tegislative proposals
to the figS General Assemb1y, in addition to this formal recommendation
by our Conmittee requesting-action by your Commission to reduce rates
t'or fuels purchased -f or us6 as alternalive transportation fuels.

RespectfullY submit'ted,

,l

*@^sd

Senator C. R. Edwards
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APPM{DIX F

GENERAL ASSEI{BIY OF NORTH CAROTINA

sBssroN 1995

95-rD-0078(1.L)
(THIS IS A DRAFT AND NOT REN)Y FOR INTRODUCTION)

Short Title: Alternative FueI Loan Fund. (PubIic)

Sponsors: Representatives Brawley, Mcl,aughlin, Bowen, Robinson.

Referred to:

1 a BILL To BE ENTITLED
2 AN ACT TO ESTABLISH THE ALTERNATIVE TRANSPORTATION FUEL LOAN FUND

3 TO PROVIDE LOANS TO UNITS OF LOCAL GOVERNMENT IN ORDER TO

4 PROI,TOTE THE USE OF ALTERNATIVE FUELS FOR VEHICLES.
5 The General Assembly of North Carolina enacts:
6 Section 1. Chapter 1138 of the General Statutes is
7 amended by adding a nevr Article to read:
8 ''ARTICLE 3.
9 "Alternative Transportation Fuel toan Fund.

L0 "g 1138-30. Findings; purpose.
11 (a) The General Assenbly finds that:
LZ ( 1 ) Congress enacted the Energy Policy Act of 1992
13 (EPACT) for the purpose of reducing our nation's
L4 dependence on foreign oil;
15 (2') Congress enacted the Clean Ai r Act Anendments of
L6 1990 ( Caaa) for the purpose of improving ai r
L7 quality.
18 (3) Under EPACT, federal, state, local government, and
19 certain private fleet owners that operate fleets of
20 light duty vehicles within netropolitan areas will
2L be required to purchase increasinq numbers of
22 alternative fueled vehicles (APV's) in accordance
23 with a prescribed schedule that beqins in and
24 extends 1993 through the year 2006.

DH
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(s)

(4) Under EPACT, a fleet consists of at least 20
vehicles that are primarily used in a metropoLitan
e]:ea (population of 250,000 or more in 1980) that
are centrally fueled or capable of beinq ce.ntrally
fueled and that are owned or operated by a person
that has 50 or more vehicles nationwide.
Under CAAA, public and private fleet owners
operating in metropolitan areas that are in severe
nonattainment of either arnbient ozone or carbon
monoxide will be held to certain purchase
requirements for clean fuel vehicles, beginning in
1998.

(6_)_ Units of local governrnent in North Carolina will
grcounter their first mandates pursuant to these
federal acts in 1999 when, under EPAC3, twenty
percent (20t) of their purchases of new Iight-duty
vehicles for certain public fleets must consist of
AFV's.

( 7 ) By 2002, under EPACT, thirty percent ( 30t ) of a
local government's purchases of new Iight-duty
vehicles for fleets are required to be AFV's; by
2003, forty percent ( 40? ) ; by 2004, fifty percent
(50?); by 2005, sixty percent (50?); and by 2006,
seventy percent ( 70? ) ,

(8) It is in the best interest of the nation and the
State to reduce its reliance on imported oil and to
promote the use of alternative fueled vehicles and
the construction of a fueling infrastructure to

(e)
serve these vehicles.
The State should take a leadershi role b
encouraging units of Iocal government to use
alternative fuels in vehicles b rovidinq loans to
units of loca1 governments to be used to purchase
alternative fueled vehicles and to expand
alternative fuel infrastructure.

(10) The establishment of a revolvinq loan fund will
provide incentives to units of local government to
purchase alternativg-fueled vehicles, to convert
conventional fuel vehicles to operate on
alternative fuels, and to construct alternative
fuel fueling facilities.

(b) fhe_purpose of this Article is to facilitate and encourage
construction of alternative transportation fueling infrastructure
and the purchase of alternative fueled vehicles bv units of local

Page 2
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(1)

(21

(3)
(4)

(s)

government by establishing a revolving loan fund to assist in
financing such endeavors. this fund wiII enable units of local
government to obtain low-interest loans to use for these
purposes.
"g 1138-31. Definitions. as used in this artigle:

rAlternative fuel' has the neaning provided in
EPACT.

'Alternative fueled vehicle' (AFV) has the meaning
provided in BpaCr.
rDepartment' means the Department of Commerce.
'EPACT'means the Energy Policy Act of 1992, 42
U.S.C. S 13201, et seq.
'Increnental cost' has the neaning provided in
EPACT.

"5 1138-32. Alternative Transportation Fuel Loan Fund.
(a) The Alternative Transportation Fuel Loan Fund is

established in the Department of Cornmerce. The Fund is to be
adrninistered by .the oepartment as a revolving f und. The
Departnent shall be responsible for receipt and djsbursement of
aII moneys in the rund. rhe rund shall be invested in the same
manner as permitted for investments of funds belonging to the
State or held by the State Treasurer. Interest earnings shall be
credited to the Fund.

(b) The Alternative fransportation FueI Loan Funds shall
consist of :

A11 funds appropriated or accruing to the Fund.
Contributions and grants from public or private
sources.

(3) Payments on loans made from the Fund.
'fS 1138-33. Use of noneys in the Alternative Transportation Fuel
Loan Fund.

( a ) ell moneys in the elterng_tive Transportation FueI Loan
Fund shall be used for low-interest Ioans to units of Iocal
governnent to provide:

(1) up to fifty-percent (5Ot) of the capital cost of
constructing an alternative fuel refueling or
recharqinq facility that refuels-or recharges
vehicles with an alternative fuel -

The incremental cost of alternative fueled vehicles
for_those alternative fueled vehicles that arq
urchased in order to satisf Ehe mandates of

labor of

(1)
(2)

(21

EPACT.
(3) The cost includin the cost of

al te rnativeconvertin conventional

95-LD-0078(L.1)
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fueled vehicles for those vehicles that are
converted in order to satisfy the mandates of
EPACT.

(b) A loan to a unit of local government under this Article
for an alternative fuel refueling or recharging facility shall be
for a term not to exceed the number of years equar to seventv-
five percent (75t) of the projected useful life of the facility.
A loan to a unit of local governnent under this Article for
alternative fueled vehicles shall be for a term not to exceed
four years.

( c) The Departnent sha]l adopt rules establishing an
application process; standards for eligibility for loans;
criteria and priorities that form a basis for selecting
applicants to receive loans; conditions and terms of repaymenti
any procedures needed to administer this Article in accordance
with its purpose; and any other rule needed to implernent this
Arti cle .

Department shall report to the Joint Legislative Comnission on
Governnental Operations. This report shall include:

(1) Identification of each recipient of a loan during
the preceding fiscal year, the amount of each loan,
the use of the loan moneys by the recipient ugit,
and other terms of each loan.

(2) The amounts repaid to the Fund during the preceding
fiscal year, by recipient.

( 3 ) A summary for the preceding five years of the total
number of loans made, the total funds committed
and the amounts repaid to the Fund.

( 4 ) Assessment and evaluation of the impact of the loan
program and its success in accomplishing the
purposes of this Article."

Sec. 2. There is appropriated from the General Fund to
the Departnent of Comrnerce the sum of one million dollars
( $1,000,000 ) for the 1995-95 fiscal year for the Alternative
Transportations Fuel Loan Fund created in Section L of this act.

Sec. 3. Section 2 of this act becomes effective JuIy L,
L995. The remainder of this act is effective upon ratification.

(d) Beginning on October l-, 1996 and annually thereafter, the

Page 4

E-4

95-LD-0078(L.L)



SECTION-BY-SECTION ANALYSIS OF LEGISLATIVE PROPOSAL I

Section 1: Enacts new Article 3 to Chapter 1138 of the General Statutes,

entitled "Alternative Transportation Fuel toan Fund." The Alternative

Transportation Fuel loan Fund is created as a revolving loan fund in the

Department of Commerce. The Fund consists of funds appropriated or

accruing to the Fund, contributions or grants form public or private sources,

and payments on loans made from the Fund. The Fund shall be used for

low-interest loans to units of local government to provide: (l) up to fifty
percent (SOVo) of the capital cost of constructing an alternative fuel refueling or

recharging facility that refuels or recharges vehicles with an alternative fuel' (2)

the incremental cost of alternative fueled vehicles (AFV's) that are purchased in

order to satisfy the mandates under the Energy Policy Act of 1992 (EPACT)'

and (3) the cost, including labor, of converting conventional vehicles to AFV's

for those vehicles that are converted in order to satisfy the mandates under

EPACT. For loans for an alternative fuel refueling or recharging facility' the

term of the loan cannot exceed the number of years equal to seventy-five

percent (TSVr) of the projected useful life of the facility. For loans for the

purchases of and conversions to AFV's, the term of the loan cannot exceed

four years. The Department of Commerce shall report annually to the Joint

Legislative Commission on Governmental Operations regarding this loan

program.

Section 2: One million dollars ($1,000,000) is appropriated from the General

Fund to the Department of Commerce for the Alternative Transportation Fuel

Ioan Fund created in Section I of this act.

Section 3: Section 2 becomes effective July I , lgg5. The remainder of the

act is effective upon ratification.
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North Carolina General Assembly
Legislative Services Office
Legislative Office Building
300 N. Salisbury Street, Raleigh, N. C. 27603-5925

GEOFIGE R. HALL, JR.. Legistative Administrative Otficer
(919) 733-7044

M. GLENN NEWKIRK, Oitector
Aulomated Systems Division
Suite 400. (919) 733'6834

l{Et{oRANDUI{

TO:

FROI{:

DATE:

Dll .

GERRY F. COHEN. Director
Bill Orafting Division
Suite 100, (919) 733-6660

THOMAS L. COVINGTON, Director
Fiscal Research Division
Suite 619, (919) 733-4910

TERHENCE D. SULLIVAN. Di'ECIOT
Research Division
Suite 545. (919) 733-2578

Members, LRC on Energy Conservation
and Use of Renewable Energy Sources

Beth A. Christensen '{
Fiscal Research Division

December 8, L994

PreliminarY Estirnate of Costs
for an Alternative FueI Loan Fund

At, the request of your comrnit,tee counsel, Susan IddingS, I
have reviewed the draft bill creating an Alt,ernative FueI Loan
Fund.

Because the Departnent of commerce is still reviewing the 
-

draft bill to determine how the loan fund would be adrninistered
and which Commerce divisions would be involved, it is difficult
to determine the cost of this propoasl ' The factors to
consider include:

1. The workl0ads of staff involved with current commerce
Ioan funds and Programs;

2. The future workloads of this staff;

3. The irnpact of this proposal on that workload;

4. The number of loans to be made by the proposed fund;
and,

5. The size of the loans to be made bY the ProPosed fund'

that an additional fuIl
to administer this
cost fot this Position

If I can be of further assistance to
let me know.

t.he Conrni ttee , Please

AN EOUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER

The Commerce review may determine
or part-tine position would be needed
proiosed fund. r
ioula ne g50, ooo to $6o, ooo .

&
F-6





APPN.IDIX G

GENERAL ASSEI{BtY OF NORTE CAROLINA

sEssroN 1995

9s-LDx-006 ( 1..1)
(TEIS IS A DRAFT AIID NOT RTADY FOR INTRODUCTION)

Short Title: AIt. Fuel Facility Tax Credit.

Ds

(Public)

Sponsors: Senators Edwards, Smith, P1exico, Kerr.

Referred to:
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A BILL TO BE EN?ITLED
AN ACT TO GR,ANT A CORPORATE TAX CREDIT FOR THE CONSTRUCTION OF AN

ALTERNATIVE FUEL REFUELING OR RECHARGING FACILITY AND FOR

INSTALLATION OF' RETUELING OR RECHARGING EQUIPI{ENT AT A
REFUELING OR RECHARGING FACTLTTY.

The General Assenbly of North Carolina enacts:
Section 1. Division r of Article 4 of Chapter 105 of

the General Statutes is amended by adding a new section to read:
"S 105-130.43. Credit for construction of an alternative fuel

refuelinq or recharqinq facilitv and for installation of
refueling or recharging equipnent at a refuelinq or recharging
facility.

(a) A corporation that, constructs in this State a facilitv for
refueling or recharqing vehicles propelled by an alternative fuel
is allowed a credit against the tax imposed bv this Division
equal to fifteen rcent (158) of the installation and equipment
costs of construction. Any corporation that installs equipment
for refueling or recharging vehicles propelled bv an alternative
fueI, at its refueling or recharging facility located in this
State, is allowed a credit against the tax itttposed b
pivision equal to f if teenjrercent ( L5? ) of the installaJion an{
equiprnent costs. rhe credits allowed under this section nav llgt
exceed fifteen thousand dollars ($15,000) each for the taxable
year. No credit. is allowed to the extent that any of the costs
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of the construction or equipment were provided by federal, state,
or local grants. To be eligible for the credits allowed by this
section, the taxpayer must own or cont,rol the facilitv at the
tine of construction. The credits allowed bv this section ma
not exceed the amount of the tax imposed bv this Division for the
taxable year reduced by the sum of all credits a1lowable, except
payments of tax made by or on behalf of the taxpayer. Any unused
portion of the credits rnay be carried over for the next
succeeding five years.

( b ) As used in this section, t alternative fuel' has the
meaning provided in the Energ,y policy Act of 1992, 42 U.S.C. S

L3201, et seq. "
Sec. 2. This act is effective for taxable years

beginning or or after January L, 1995.

Page 2
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SECTION.BY-SECTION ANALYSIS OF LEGISLATIVE PROPOSAL II

Section l: Adds a new section G.S. 105-130.43 to Division I of Anicle4 of

Chapter 105 of the General'statutes. This section creates a corporate income

tax credit for the construction of an alternative fuel refueling or recharging

facility equat to fifteen percent (llVo) of the installation and equipment costs

of construction, not to exceed fifteen thousand dollars ($15,000) for the taxable

year. Also, this section creates a corporate income tax credit for the

installation of refueling or recharging equipment at a refueling or recharging

facility equal to fifteen percent (ISVo) of the installation and equipment costs,

not to exceed fifteen thousand dollars ($15,000) for the tzurable year. Any

unused portion of either tax credit may be carried over'for the next succeeding

five years. "Altemative fuel" has the meaning provided in the Energy Policy

Act of 1992.

Section 2: This act is effective for taxable years beginning on or after January

t", 1995.
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ESTII4AIE

ANALYSIS OF A}IMNLIZED COST OF EPACK

l,todet
Year

L996
t997
1998
1999
2000

Tota-l
Nunber

Vetricles

3r004
3,774
4t740
5r954
7 1478

Total
lft:mber

Dedicatgl

77
145
303
752

L,436

Vetricles
MSA I

Vetricles
I,ISA II

51
96

20L
s04
949

9

.L7
36
91

r72

L7
32
67

L67
3ls

Additional
Vetricles Vetricle

MSA ITI COSTS

Facility
Cost Range

$120K-S1soK

s378-S471 -
s133-S167
s293-5367
ss03-s583

s78-$s7

$315,055
$591,343

$1,237,683
$3,112,099
$7,064,018

So:rce: Alternartive l\re1s Strdy; March 2' 1993
Cost - All cost based on ccnpressed natlrral gas as ttre alterna'Eive fuel.

Areas C\rn:ent1y Affected:
* Ctrarlotte, Gastonia, Rock lliLl: l,tSA III
* C,reensboro, Winston-Salen, High Point: l'lSA II
* naleigh, Drrham' Chapel llill: MSA I
I.,ISA - !!ean Statistical Area

G*** 4: Alterna'tive FueI Facilitt, rqc Qfed+!

Ttre inqncE., on tJre State's Csreral F\rrd, fr.on alloring corSnrations a corgnrate inccne ta:r
creait'eqrral to L5% of the jn-stallation'ard equiSrrent-cost-to constnrcE. an altermative fueI
i"to"ri".j or recharging facility is rrot opected to exceed $451000 jrr tax year 1996. Beb,een

ta:< years 1.997 ard 2000 a rnaxirmm of 7 credits is expected.

DRAFTS 5 & 6: F\re1 Tac for Altenrative F\rels

fhe Depr^l:ttent of Revenue erpects the revernre
years, if the rCItor firels tanr rrere eUrnbated
(fnsigrtficant - less tban $1001000 annually)

loss'to be insigrdficant, o\ter ttte nerrt tr"o
for altenrative transgnrtation firels.

s

* Fircrl ,n{,rnr*ri rcgrrrg qnhfrut P^Pcrfg
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Clean Air Act Amendments of 1990
and the Energy Policy Act of L992

I. Comparative Alternative,/ Clean Fuels Provision, EPACT

a. Alternative Fuels
1. Methanol
2. Ethanol
3. Other alcohols, separately or in mixtures of 85? or

more but not less than 70? by volune mixed with
gasoline.

4. Compressed natural gas (CNG)
5. Liquefied petroleum gas (tPG)
6. Hydrogen
7. Coal derived liquids
8. Fuels derived from biological materials
9. Other fuels substantially not petroleum yielding

energy security benefits

II. Alternative FueI Vehicle Purchasing Requirements
Metro Area purchases of light duty vehicles

Pergelt of "New" Vehicle Purchases
ule )

YEAR STATE MUNI.,/PRIV MUNIC,/PRIV

1996 10?
L997 15
1998 25
1999 50 202 -"
2000 75 20
2001 75 20
2oo2 75 30 202
2oo3 75 40 40
2oo4 75 50 50
20os 75 60 70
2006 75 70 70

Metro Area - A metro or mean statistical area as defined by
the 1980 Census as having a population of at least 250'000'

Fleets 20 or more light-duty vehicl.es, -capable .of being
centrally fuele4 that ire own6d, operated, leased, or
controll|a Uy a government;l enlity or by alother person who
controls 50 or m5re vehicles tight duty vehicles.

Light duty vehicle;'Less than 8r5OO 1b.. gross vehicle weight

State Exeniptions 
n''"'

1. If vehicles are not available
2. If alternative fuel source is not avai'lab1e
3. Poses an unreasonahle financial hardship.
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GENERAL ASSEI{BLY OF NORTH CAROLINA

sEssroN 1995

95-LDx-005Y( 1.1 )
(TEIS IS A DRAFT AIiID NOT RE.ADY FOR INTRODUCTION}

Short Title: Fuel Tax for Alternative FueIs. (Public)

Sponsors: Representatives Brawley, Bowen, l'lclaughlin, Robinson.

Referred to:

1

a.

3

4
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6
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18
L9
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A BILL TO BE ENTITLED
AN ACT TO REDUCE THE MOTOR FUEL TAX FOR ALTERNATIVE

TRANSPORTATION FUELS.
The General Assembly of North Carolina enacts:

section 1. Article 36 of chapter 105 of the General
Statutes is amended by adding a new section to read:

"S 105-436.2. Taxation on alcohol fue1s.
Sale, distribution, or use of methanol, denatured ethdnol, or

other alcohols, or mixtures containing at Ieast seventy Percent
( 70t ) bv volume of methanol, denatured ethanol, and other
alcohols with gasoline or other fuels, used to propel a vehicle
on the highways of this State, is subject to the tax under G.S.
105-434 except the tax is twelve cents ( 12Q ) . "

Sec. 2. G.S. 105-449.L6 reads as rewritten:
us 105-449.15. tevy of tax and application of tax proceeds.

(a) A tax is imposed upon all of the following fuel:
(1) Fuel sold or delivered by a supp}ier to a licensed

user-seIler.
(2) Fuel used by a supplier in a motor vehicle owned,

leasedr of, operated by the supplier.
(3) Fuel delivered by a supplier directly into the fuel

supply tank of a motor vehicle.
(4) Fuel imported by a user-seller into this state, by

a means other than carrying the fuel in a fuel

H-1
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supply tank of a motor vehicle, for resale or to
operate a motor vehicle.

(5) Fuel acquired tax free by a user-seller or user in
this State for resale or to operate a motor
vehi cIe .

The tax on liquid fuel that is not an alternative fuel is at
the rate established under G.S. 105-434. The tax on liquid
alternative fuel is twelve cents ( 12Q ) . The tax on non-Iiquid
fuel is at a rate equivalent to the rate of tax on liquid fuel,
as deternined by the Secretary. A supplier who consigns fuel to a
reseller may elect to report and pay the tax due on the fuel when
the reseller sells or dispenses the fuel instead of when the
supplier delivers the fuel to the reseller.

The primary purposes of this levy and this Article are to
provide a more efficient and effective rnethod of collecting the
tax now imposed and collected pursuant to G.s.105-435, by
providing for the collection of the tax from the supplier instead
of the user. The tax levied by this Article is in lieu of rather
than in addition to the tax levied by c.s. L05-435; payment of
the tax levied by this Article constitutes compliance with G.S.
105-435.

(b) The same percentage amounts of revenue collected under
this Article shall be credited to the Highway Fund and to the
Highway Trust Fund as are credited to those Funds under G.S. L05-
445, and the same percentage amounts of refunds allowed under
this Article sha1l be charged to the Highway Fund and to the
Highway Trust Fund as are charged to those Funds under that
statute.

(c) Expired.
(d) As used in this section, talternative fuel' has the

rneaninq provided in the gnergy policy Act of 1992, 42 U.S.C. S

13201, et seq., except alternative fuel does not include
methanol, denatured ethanol, and other alcohols, or mixtureS
containing at least seventy percent (70?) by volume of rnethanol,
denatured ethanol, and other alcohols with qasoline or other
fueIs. "

Sec.3. G.s.105-435(a) reads as rewritten:
"(a) Every person who owns or operates over the highways of

this State, dny motor vehicle that
uses any product for propulsion not included within the
definition of rmotor fuels' provided in G'S'
105-430, to generate power for the propulsion of srj.d the
vehicle, shall pay to the Secretary of Revenue, for the use of
the highways of thi s State , a tax at the rate es+'aJrli-sled

Page 2
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I pu*slrast--to provided in c.S. 105-434(a) on the @
2 vehictre upen the highways ef this State. fuel."
3 Sec. 4. This act is effective for taxable years
4 beginning on or after January L, L995.

9 5-rDx-0 0 5Y
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SECTION-BY.SECTION ANALYSIS OF LEGISLATIVE PROPOSAL III

Section 1: Adds new section G. S. 105-43 to Article 35 of Chapter 105 of the General
ffintheGasolineTa,x.Thisnewsectionestablishesareducedmotorfueltax
rate of 12 cents for alcohol fuels used in vehicles operated on highways when the
alcohol fuel consists of at least TOVo alcohol mixed with, at most, 30% gasoline.

Section 2: Amends G. S. 105449.16 in Article 36A of Chapter 105 of the General
Mi[ies iesardine the Speciat Fuels Tax. This amendment sets a reduced tax rate for
those speciil fueli that dre alternative fuels. Alternative fuels are defined as having the
same nieaning for "alternative fuels" provided in the Energy Policy-Act of 1992,42
U.S.C. $ 132-01, et seq., except alteriative fuels does notiirclude, for purposes of this
section, ethanol, gasohol, or methanol.

Section 3: Amends G. S. 105435(a) to provide that the motor fuel tax applies to any
rieFiEliloperated on the highways. By repealing in subsection (a) the_language - . .,,propelle'd by a motor", tFe tai will lppfy !9w_ !o ele-ctric vehicles. (Electric vehicles
aie not propelled by a motor, but are propelled by a battery.)

Section 4: This act is effective for taxable years beginning on or after January I' 1995.
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ESTII,ITITE

AIBLYSIS OF ANMALIZED COST OF EPACK

l,lodel
Year

L996
1997
1998
1999
2000

TotaL
lft:mber

Velr-icIes

3r004
3,774
4 t740
5,954
7 t47B

TotaL
lft:mber Vetricles

Pedicated l"fSA I

Additiornl
Vehicles Vehicle

MSA III COSTS

racility
Cost Range

$120K:$150K

s378-S473 -
$133-S167
s2e3-s357
s503-ss83

s78-$97

Vetr.icles
I.{SA II

77
145
303
752

L,436

51 9
96..L7

20L 36
504 91
949 L72

$315,055
$591,343

sL,237,683
$3,112,099
$7,064,018

L7
32
67

L67
315

Source: Alterrr,arLive Ftrels Sbrdy; I*{arch 2, 1993
Cost - AIl cost based on ccnprassea rnU-rraf gas as ttre alternative fuel'

Areas Orrzently Affected:
* Clrarlotte, Gastonia, Rock Hill: MSA III
't C,neensboro, Winston-Salan, figh Point: l4SA II
* naleigh, Durham, Chapef HilI: l'tSA I
I'{SA - l4ean StatisticaL area

DRAHI 4: Alterna'Eirre Flrel FaciliW Tax Credit

The inqnct,, on the State,s Ceneral nmd, frcm a'l.loring cor[nrations a corSnr:ate irruna ta:r

credit equal to lat of the instauation ard equignent-cost-to.construct, an alterna't'itre fueI
i.zu"iil.j ot r".f,urging-iacility is not expecded-to occeed $45'000 in ta:( year L996' Beb'€en

ta:c yeari 1997 al}t 2OOO a na:cinu-un of 7 credits is expected.

lpnertf s f? ruer ra- rot erte tt ru.ls

The Deparlnent, of Reverrue expecEs the revenue loss'to be insiqj:fi-11-g the next ttryo

F;;-ii-the nr*or fuels tar,-trere elimilated for altenralive-transprtation ftrels'
irnsigrdticant - less than 51001000 anrual-}y)

Lor I I f\--^-r .r '' l - '-lJ'- D^-^-- lTiT
T, ?tgc,.l ln{''ernCf,fr rcfe}d.*. Urr3le:n}? | tDFs{ rf'

tJ tt rl
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Clean Air Act Amendments of 1990
and the Energy Policy Act of L992

I. Comparative AlternaXive/ C1ean Fuels Provision, EPACT

a. Alternative Fuels
1. Methanol
2. Ethanol
3. Other alcohols, separately or in mixtures of 85? or

more but not less than 702 by volume mixed with
gasoline.

4. Compressed natural gas (CNG)
5. Liquefied petroleun gas (tPG)
6. Hydrogen
7. Coal derived liquids
8. Fuels derived from biological materials
9. Other fuels substantially not petroleum yielding

energy security benefits

II. Alternative Fuel Vehicle Purchasing Requirements
Metro Area purchases of liSnt duty vehicles

Percent of rrNewtr Vehicle Purchases
uIe )

STATE MUNIC,/PRIV MUNIC,/PRIV

10?
l_5
25
50 202
75 20
75 20
?5 30 202
75 40 40
75 50 50
7s 60 70
75 70 70

YEAR

1996
L997
1998
1999
2 000
200L
2002
2003
2004
2 005
2006

Metro Area - A metro or mean statistical area as defined by
the 1980 Census as having a population of at least 2501000.

Fleets 20 or more light-duty vehicl.es, capable _of being
centrally fueleci that ire own-d, operated, leased r ot
controllla Uy a governmental entity or by alother person who
controls 50 or more vehicles light duty vehicles'

Light duty vehicle; Less than 8,500 fb: gross vehicle weight

State Exeniptions
1. If veb,icles are not available
2. If alternative fuel source is not available
3. Poses an unreasonable financial hardship.
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APPM{DIX I

GENERAL ASSET{BtY OF NORTE CAROLINA

sEssroN 1995

95-LDx-013 ( 1.1 )
(THIS IS A DRAFT AND NOT RE.ADY FOR TNTRODUCTION)

Short TitIe: State Energy PoIicy.

Ds

(public)

Sponsors: Senators Edwards, Plexico, Kerr, Smith.

Referred to:

1. A BILL To BE ENTITLED
2 AN ACT TO ESTABLISH THE STATE FACILITIES ENERGY CONSERVATION
3 PROGRAM; TO AUTHORIZE THE DEPARTMENT OF ADMINISTRATION TO ENTER

4 INTO ALTERNATIVE FINANCING AGREEI,IENTS FOR THE PURCHASE OF

5 ENERcy CoNSERVATToN pRoJEcrs; AND To AUTHoRTZE THE rssuANcE oF
6 BONDS TIIAT ARE SECURED BY AN INTEREST IN THE PROPERTY

7 PURCHASED.
8 whereas, energy conservation projects that substantially
9 reduce energy use provide an opportunity to save large sums of

L0 money by reducing utilit.y bills; and
lL Whereas, energy conservation projects that substantially
L2 reduce energy use benefit the environment by slowing the
13 depletion of nonrenewable energy sources, by lessening the need
L4 to construct nore pov/er plants, and reducing harmful emissions
15 and other negative side effects of energy use that harm the
L6 environment and the health of the public; and
L7 Whereas, the State should take a leadership role in
i-B energy conservation; and
19 Whereas, the positive impact on the State's budget and
20 the positive impact on the environment compel the State to
2L implement energy conservation projects in State facilities; Now,
22 therefore,
23 The General Assembly of North Carolina enacts:
24 Section 1. G.s. L43-34L(4) reads as rewritten:
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'( 4 ) ReaI
a.

c.

b.

Property Control:
To prepare and keep current a conplete and
accurate inventory of all land owned or leased
by the State or by any State agency. This
inventory shal1 show the locationr dcreage,
description, source of title and current use
of all land ( including swamplands or
narshlands ) owned by the State or by any State
agency, and the agency to which each tract is
currently allocated. Surveys may be made where
necessary to obtain information for the
purposes of this inventory. Accurate plats or
maps of all such land may be prepared, or
copies obtained where such maps or plats are
avai lable .

To prepare and keep current a complete and
accurate inventory of alI buildings owned or
leased (in whole or in part) by the State or
by any State agency. This inventory shall show
the location, amount of floor space and floor
plans of every building owned or leased by the
State or by any State agency, and the agency
to which each building t ot space therein, is
currently allocated. Floor plans of every such
buitding shall be prepared or copies obtained
where such floor plans are available, where
needed for use in the allocation of space
therein.
To obtain and deposit with the Secretary of
State the originals of aIl deeds and other
conveyances of real property to the State or
to any State agency, copies of all leases
wherein the State or any State agency is
lessor or Iessee, and certified copies of
wills, judgments, and other instruments
whereby the State or any State agency has
acquired title to real property- Where an
original of a deed, Iease, of, other instrument
cannot be found, but has been recorded in the
registry of office of the clerk of superior
court of any county, a certified coPy of such
deed, conveyance, or instrument shall be

obtained and deposited with the Secretary of
State.

Page 2
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d. To acquire, whether by purchase, exercise of
the power of eminent domain, lease, eE rental,
alI land, buildings, and space in buildings
for aIl State agencies, subject to the
approval of the Governor and Council of State
in each instance. The Governor, acting with
the approval of the Council of State, mdy
adopt rules ( i ) exempting from any or all of
the requirements of this paragraph such
classes of Iease, rental, easement, and
right-of-way transactions as he deems
advisable; and ( ii ) authorizing any State
agency to enter into and/or apProve the
classes of transactions thus exempted from the
requirements of this paragraph; and ( iii )

delegating to any other State agency the
authority to approve the severance of
buildings and standing tinber from State
lands; upon such approval of severance, the
buildings and timber so affected shall be
treated, for the purposes of this Chapter' as
personal property. Any contract entered into
or any proceeding instituted contrary to the
provisions of this paragraph is voidable in
the discretion of the Governor and Council of
State.

dl. To requi re aIl State departments,
institutions, and agencies to use State-owned
office space instead of negotiating or
renegotiating Ieases for rental of office
space. Any lease entered into contrary to the
provisions of this paragraph is voidable in
the discretion of the Governor and the Council
of State.

The Department of Adrninistration shal'I
report to the Joint Legislative Commission on
Governmental Operations and to the Fisca}
Research Division no later than May L of each
year on leased office sPace.

d2. To finance the cost of modification,
rehabilitation, renovation, or improvement of
existinq buildings or facilities, or the
acquisition and installation of fixtures or
equipnent in existing buildings or facilities,

95-LDx-013 ( 1.1 )
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f.

or any combination of the foregoing pursuant
to an energy conservation project under Part 3

of Article 38 of Chapter 143 of the General
Statutes, through installment purchase, lease
purchase, or other sinilar installnent
financing agreements or the issuance of bonds
of the State in the manner and to the extent
set forth in Article 8 of Chapter 142 of the
General Statutes.
To make all sales of real property ( including
marshlands or swamplands ) owned by the State
or by any State agency, with the approval of
the Governor and Council of State in each
instance. AIl conveyances in fee by the State
shall be executed in accordance with the
provisions of G.S. L46-74 through L46-78. Any
conveyance of land made or contract to convey
land entered into without the approval of the
Governor and Council of State is voidable in
the discretion of the Governor and Council of
State. The proceeds of all sales of swamplands
or marshlands shal1 be dealt with in the
manner required by the Constitution and
statutes.
with the approval of the Governor and Council
of State, to make all leases and rentals of
Iand or buildings owned by the State or by any
State agency, and to sublease land or
buildings leased by the State or by any State
agency from another owner' where such land or
building owned or leased by the State or by
any State agency is not needed for current
use. The Governor, acting with the approval of
the Council of State, trdY adopt rules ( i )

exempting from any or all of the requirements
of this paragraph such classes of lease or
rental transactions as he deems advisable; and
( ii ) authorizing any State agency to enter
into and/or approve the classes of
transactions thus exempted from the
requirernents of this paragraph; and ( iii )

delegating to any other State agency the
authority to approve the severance of
buiJ.dings and standing timber from State
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g.

landsi upon such approval of severance, the
buildings and tinber so affected shal1 be
treated, for the purposes of this Chapter, as
personal property. Any lease or rental
agreement entered into contrary to the
provisions of this paragraph is voidable in
the discretion of the Governor and Council of
State.
To allocate and reallocate land, buildings'
and space in buildings to the several State
agencies, in accordance with rules adopted by
the Governor with the approval of the Council
of State; provided that if the proposed
reallocation is of land with an appraised
value of at Ieast twenty-five thousand dollars
($25,000), the reallocation may only be made

after consultation with the Joint' Legislative
Comnission on Governmental Operations. The

authority grant,ed in this paragraph shall not
apply t,o the State Legislat'ive Building and
grounds or to the Legislative office Building
and grounds.
To require any State agency to make reports
regarding the land and buildings owned by it
or allocated to it at such tirnes and in such
form as the Department may deem necessary.
To determine whether all deeds, judgments, and
other instruments whereby title to real estate
has been or may be acquired by the State or by
any State agency have been properly recorded
in the county wherein the real property is
situated, and to make or cause to be made

proper recordation of such instruments' The

Department may have previously recorded
instruments which conveyed title to or from
the State or any State agency or officer
reindexed, where necessary, to show the State
of North Carolina or grantor or grantee, ds

the case may be, and the cost of such
reindexing sha1l be paid from the State Land

Fund.
To caII upon the Attorney General fot advice
and assistance in the performance of any of
the foregoing duties.

h.

1.

95-LDx-013 ( L.1 )
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(21

(3)

1.

m.

k. None of the provisions of this subdivision
apply to highway or railroad rights-of-way or
other interests or estates in land held for
the same or sirnilar purposes, or to the'
acquisition or di spos i tion of such
right,s-of-way, interests r oE estates in land.
To manage and control the vacant and
unappropriated lands ' swamplands, lands
acquired by the State by virtue of being sold
for taxes, and submerged lands of the State,
pursuant, to Chapte r L46 of the General
Statutes.
To contract for or approve all contracts for
aII appraisals and surveys of real property
for all State agencies; provided, however,
this provision shall not apply to appraisals
and surveys obtained in connection with the
acquisition of highway rights-of-way, borrow
pits t ot other interests or estates in Iand
acquired for the same or similar purposes t ot
to the disposition t,hereof , by the Board of
Transportation.
To petition for the annexation of state-owned
lands into any municipalitY. "
Article 38 of Chapter t43 of the General

n.

Sec. 2.
Statutes is amended by adding a new Part to read:

"Part 3. State Pacilities Energy Conservation Program.
"S 143-54.18. Definitions.

As used in this Part:
(1) rEnergy Divisionr means the Energy Oivision of the

Departnent of Comnerce.
rEnergV conservation projectr has the same meaninq
as set forth in G.S. L42-62.
ffitt cost' meanicost as defined in G.S

142-62(6) plus the interest on special indebtedness
incurred pursuant to erticle 8 of Chapter 142 of
the General Statutes to finance the project.

(4 ) Wi meun" u building owned bv . the
state or a group of buildinqs owned by the. state
M by a central enerqy distribution

distribution system.
'Technical analysis' means a s cialized

Page 6
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(4)

(6)

GENERAL ASSEIiTBLY OF NORTH CAROLINA sEssroN 1995

to identify specific energy conservation projects'
the implementation costs of these projects, a

enerqy cost
savings after implementation.

"S 143-54.18e. State Facilities Energy Conservation Program.
(a) The General Assembly finds that:

(1) State government should take a leadership role in
assressivelv undertakinq energy conservation in
N

(21
conservation proiect is paid, the State wilI save
substantial s

(3) The actual energy savinqs that result from an

enerqv conservation proiect should offset, in whole
or in part, the implementation cost of the ener
conservation project.
The State should undertake onty those e

conservation projects that are projected to require
ess than an aggregate of slx years for theIess than an aggregate ot slx years ror tle

iecoupment of the implementation cost Uetsg--gn-lherecouDment oI tne lmpremenEaEfofi sosL rrctbsrJ L'rr Lrrs

project"d en"rno "o"t "uu'ittn" 
f ro* imnl"m"ntinq the

energy conservation project, and the term of the
financinq should not exceed the e@
life of the energy conservation project being
financed.

(s) The State should sive highest prioritl -!e--!ftoseThe State should give highest prtorrty co cnose
ene r conservation proiects that are projected to
iequire less than an aggregate of t@
recoupment of the implementation cost of the energv
conservation project based on the projected enerqy
cost savings of the improvement.
It is in the best interest of the State to
autho ri.ze f inancing of ener conservation Projects

rsuant to Article 8 of ChaPter L42 of the General
Statutes.

The State Facilities Ener Conservation Pro ram is
established to more efficiently use ener resources in State

Thefacilities and to reduce the utility costs of the State'
theEne r Division shall develo adrnini ste r , and coql!!rlate

State Facilities Energy Conservati
( c ) The State Facilities Ener Conse rvati on Proqram shall

assist State agenci follows:assist state agencles as rorrows:clt-g cl\.lErr9rg- q9 !v44vwe.

( 1) Sen'e as a source of tech ort for ener
conservation management.

95-LDx-013 ( 1.1 )
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(2) Identify sources of moneys for conducting technical
analyses pursuant to G.S. 143-64.18C.

(d) rhe Energy Division shall:
( 1 ) When necessary to carry out its duties under this

Part, enter into contracts with State agencies and
other qualified contractors.

(21 Promulgate rules necessary to carry out the
provisions of this ArticIe.

( 3 ) Provide criteria for the selection of State
projects or facilities to participate in this
Progran and develop a format that comports with
these criteria.

( 4 ) Develop procedures for the technical analyses
required under G.S. 143-64.18C and procedures for
implementing energy conservation projects.

(5) Select, in order of priority and in consultation
with the Department of Administration, State
projects or facilities to participate in this
Program.

(5) Assess energy conservation program savings.
( 7 ) Be responsible for considering the costs of the

constituent fixtures or improvements over their
econonic life during the selection of projects or
facilities to participate in this Program.

"S 143-64.188. Energy Technical analysis toan Fund.
(a) rhe gnergy Technical Analysis Loan Fund is created. This

Fund shall be a nonreverting revolving loan fund to be
administered by the gnerqy pivision. This Fund shall consist of
noneys appropriated or allocated to it by the General Assembly
and any grants, fees, or other moneys paid to it. The interest
accruing to the Fund shall be credited to the Fund.

(b) The Ener Technical Analysis Loan Fund may be used for
State departments, institutions, or agencies for the cost of
conducting a technical analysis under G.S. L43-64.18C. The State
department, institution, or agency for which the technical
analvsis was conducted sha1l repay the Fund within 60 davs of
receivinq financing to implement an energv conservation Droiect
or within 180 days of determining that no energy conservation
project will be implemented under this Part.
"S 143-54.18C. Identification and inPlenentation of energv
conservation projects.

(a) Each State pro'iect or facility that is selected shalI
underqo a technical analysis conducted by an enqineer gualified
to conduct such analysis. When the Energy Division enters into a

Page 8
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contract with a State agency whereby the State agency is to
select and contract with an engineer to conduct the technical
analysis of the agency's facilities, the State agency shall
select the engineer within 60 days of entering into the contract
with the Energy Division. The Energy pivision, in consultation
with the Department of Administration, shaIl review all completed
technical analyses. If the gnergy Division does not approve a
technical analysis, the energy conservation project shall not be
implemented.

(b) only those energy conservation projects identifigd by the
technical analysis that are econonically practical and that are
projected not to require more than an aggregate of six years for
the recoupment through energy cost savings of the estinated
implementation cost of the improvements may be implemented.
Those energy conservation projects identified by the technical
analysis that, are projected to not require more than an aggregate
of two years for the recoupment of the estimated implementation
cost of the improvements shall be given priority.

(c) Selected energy conservation projects may be financed
pursuant to Article I of Chapter 142 of the General Statutes only
with the prior written consent of the State agency receiving the
benefit of the energy conservation project to be financed.

(d) The energy Division shalI notify the Joint Legislative
Commission on Governmental Operations of any energy conservation
project having a construction cost greater than five thousand
dollars ($5,000) prior to executing the financing docunents.

(e) Selection of a designer for an energy conservation project
shall occur within 60 days of the Office of State Budget and
Management certifying the availability of funds for t.he pro.i_ect._

"S 143-64.18D. Grants; appropriations.
Moneys appropriated by the General Assembly and any grants'

fees, or other moneys provided for the purpose of funding the
cost of an energy conservation project shall be applied to pay
the cost of implenenting such project, including the technical
analysis conducted in accordance with G. S. 143-54.18C, in a

manner consistent with the provisions of Article 8 of ChaPter 142

of the General Statutes.
"5 143-64.188. Additional reporting requirenents-

The Energy Division shall report on a quarterlv basis to the
Joint Legislative Commission on Governmental Operations. This
report shaIl include:

( 1 ) The technical analyses conducted in the previous
i nc ludi n the location of the Stateuarter

95-LDx-013(1.1)
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(5)

(3)

facilities subject to the analyses and the results
of the analyses.

12l The estimated implementation cost of each proposed
project, the projected energy savings, and the
projected payback period for each energy

(3)
conservation project.
The energy conservation projects that were
init,iated during the previous quarter, the terms of
the financing, and the progress to date.
The energy conservation projects that were
completed during the previous quarter, including
the actual cost of constructing each energy
congervation project.
The financings that were fully paid during the
previous quarter, including the amount of tine
required for the implementation cost of each energy
conservation project to be recouped, based on the
energy savings of the project.

(4)

(5) Any other inforrnation requested by the Connission.
'rS 143-64.18F. Scope of this Part.

The provisions of this Part applv to all State facilities,
including facilities in the University of North Carolina System
and State hospitals."

Sec. 3. Article B is added to Chapte r L42 of the
General Statutes to read as follows:

"ARTICLE 8.
"Energy Conservation Projects Finance Act.

"S 142-60. Short title.
This Article mav be cited as the State Energv Conservation

Projects Finance Act.
"S 142-61. Findings and purpose.

The General Assembly hereby finds as follows:
( 1 ) Enerqy conservation proiects that substantiallv

reduce enerqy use provide an opportunity to save
large sums of noney by reducing utility bills.

(21 pnergy conservation proiects that substantiallv
reduce enerqy use benefit the envi ronment bv
slowing the depletion of nonrenewable energv
sources, by Iessening the need to construct morq
ponrer plants, ind bv reducing harxnful enissions- and

o.ther neqative side ef f e"ts of energy use that harm
the environment and the health of the Ptrllrt-
The State should take a leadership role in enerqy

Page 10
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(4) The positive impact on the State's budget and the
positive impact on the environnent compel the State
to inplement energy conservation projects in State
facilities.

"5 142-62. Definitions.
Unless a different meaning is required by the context, the

following definitions shall apply throughout this Article:
( 1 ) 'Alternative financing agreement' means an

agreement entered into pursuant to the provisions
of this Article to finance an enerqy conservation
roiect, includinq a lease-purchase aqreement, an

installment-purchase agreement, or any other
similar installment-financing agreements, but does
not include a contract:
a. Constituting an operating lease under

generally accepted accounting principlesi
Providinq for the payment thereunder over its
fuII terrn, including periods that nay be added
to the original term throuqh the exercise of
options to renew or extend, of an aggregate
orincioal amount not in excess of five
thousand dollars ( $5,000 ) or such greater
arnount as may be established bv the Council of
State, in the event that the Council of State
determines ( i ) the agqregate amount to be paid
under such contracts will not have a

significant impact on the State budgetary
process or the economy of the State and ( ii )

such chan will Iessen the administrative
burden on the State; or

c. That is executed and provides for the making
of aIl payments thereunder, including paynen!
Co be made during any period that may be adde4
to the original terrn through the exercise of
optiorrs to t"tt"* ot "*t"nd, 

in the same f iscal
year

that does not create a securit interest in real
property owned by the State.

b.

(2) rAlternative financin agreement indebtedness'
means indebtedness incurred under an alternative
financin aq re ement includin certificates of
participation indebtedness.

95-LDx-0L3 ( 1.1 ) r-11
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( 3 ) 'Bonded indebtedness' means bonds and bond
anticipation notes, including refunding bonds and
notes, authorized to be issued under this Article.

(4) rCertificates of participation' means certificateS
or other instruments delivered by a special
corporation evidencing the assignment of
proportionate undivided interests in rights to
receive payments pursuant to an alternative
financing agreement.

(5) 'Certificates of participation indebtedness' means
alternative financing agreement indebtedness
incurred by the State under a plan of finance in
which a special corporation obtains funds to pay
the cost of an energy conservation project to be
financed through the delivery by such special
corporation of certificates of particiPation.

(6) 'Cost' includes, but is not limited to:
a. The cost of construction, modification'

rehabilitation, renovation, improvement 'acquisition, or installation in connection
with an enerqy conservation project;

b. The cost of engineering, architectural, and
other consulting services as may be required,
including the cost of perforning the technical
analysis in accordance with G.S. 143-64.L8C;
Finance charges, reserves for debt service,
and interest prior to and during construction,
and if deemed advisable b the State
Treasurer, for a period not exceeding two
years after the estimated date of completion
of construction;
Administrativd.

e. The cost of bond insurance investment
contracts, credit and Iiguidity facilities,
interest rate swap agreements, and other
derivative products, fLndncial and legal
consul tants and related costs of the
incur rence or issuance of special
indebtedness, to the extent and as determined
by the State Treasurer;
The cost of reimbursing the State for payments
made for any costs described in this
subdivision; and

c.

f.

Page L2
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Any other costs and expenses necessary or
incidental to inplernenting the purposes of
this Article.

(7) rCredit facility' means an agreenent entered into
by the State Treasurer or a special corporation on
behalf of the State with a bank, savings and loan
association, or other banking institution; an
insurance company, reinsurance company, surety
company, or other insurance institutioni a
corporation, investment banking firm, or other
investment institution; or any financial
institution or other similar provider of a credit
facility, which provider nay be located within or
without the United States of America; such
agreement providing for prompt paynent of aIl or
any part of the principal or purchase price
(whether at maturity, presentment or tende-r for
purchase, redemption, or acceleration), redemption
premium, if any, and interest on any special
indebtedness payable on demand or tender by the

. owner in consideration of the State agreeing to
repay the provider of' the credit facility in
accordance with the terms and provisions of such
agreement.

( I ) 'Department of Administration' means the North
Carolina Department of Administration, or should
the Departnent be abolished or otherwise divested
of its functions under this Article, the bli c
body succeeding it in its principal functions, or
upon which are conferred by law the rights, powers'
and duties given by this Article to the Department.

(9)'Energy conservation project' includes:
Any modification, rehabilitationr !€!er_Q!ielr
or improvement of existing State facilities;
Anv acquisition and installation of fixt'ures
or equipment in existing State facilities; or

9:

a.

b.

c. Any combination of the foregoing
that is intended to reduce energy costs or
consumption or to allow the use of an alternative
energy source and that mav include inteqral control
and measurement devices.

( 10 ) 'Fiscal year' means the fiscal year of the State
beqinninq on Julv 1 of each calendar yea{--3ng
ending on June 30 of the next calenler-Jear.

95-LDx-013 ( L.1 ) Page 13
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1 (11) 'Par formula' means any provision or formula
2 adopted by the State to provide for the adjustnent,
3 from time to time, of the interest rate or rates
4 borne or provided for by any special indebtedness,
5 including:
5 a. A provi sion providing f or suc.h ad justment so
7 that the special indebtedness in the open
8 market would be as close to par as possible;
9 b. A provision providing for such adjustment

10 based upon a percentage or percentages of a
1L prime rate or base rate, which percentage or
t2 percentages may vary or be applied for
13 different periods of time; or
L4 c. Such other provision as the State Treasurer
L5 may determine to be consistent with this
16 Article and will not materially and adversely
L7 affect the financial position of the State and
L8 the marketing of special indebtedness at a

L9 reasonable interest cost to the State.
20 (Lzl 'special corporation' means a nonprofit corporation
2L created under Chapter 55A of the General Statutes
22 for the purpose of facilitating the incurrence of
23 certificates of participation indebtedness by the
24 State under this Article or any private corporation
25 or other entity issuing certificates of
25 participation pursuant to this Article.
27 (13) rspecial indebtedness' means alternative financing
28 agreement indebtedness and bonded indebtedness.
29 (14) 'State' means the State of North Carolina.
30 ( 15 ) . State agency' means every agency, institution'
31 board, commi ssion, bureau, counci I , departRent,
32 division, officer, and employee of the State, but
33 does not mean counties, municipal corporations,
34 political subdivisions, county and citv boards of
35 education, and other local public bodies.
35 (15) rState facilitvr means State facility as defined in
37 G. S. 143-54.18.
38 (L7) tstate Treasurerr means the incumbent Tredsurerr
39 from time to time, of the State.
40 "S 142-53. authorization of special indebtedness-
4L The State may enter into, incur, or issue special indebtedness
42 subject to the terms and conditions set forth in this Article for
dJ the purpose of financing the cost of energy conservation Proiects

Page L4
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in a principal arnount not to exceed thirty million dollars
( $30,000,000 ) at any one time.
" 5 142-54. Procedure for incurrence or i,ssuance of special
indebtedness

(a) Any State agencv or the Energy pivision, with the prior
written consent of the State agency, shall contact the oepartment
of Administration whenever such state agencv intends to use
sPecial indebtedness to finance an energy conservation project.
r! the Department of Adninistration intends to use special
indebtedness to finance such capital facilities, it shall provide
written notice to the State Treasurer advising the State
Treasurer of its proposed intent. The State Treasurer may
require a preliminary conference with the Department of
Administration to consider the proposed financing.

After the filing of such notice and after such preliminary
conference if one is required, the State Treasurer shalI consult
with the Office of State Budget and llanagement as to the revenues
expected Fy said Office to be available to pay all sums to come
due on such special indebtedness during the term thereof. If,
after consulting with the Office of State Budget and Managenent,
the State Treasurer determines by written certificate that it may
be desirable to use special indebtedness to finance such capital
facilities, the Department of edministration shall request the
Council of State to give its preliminary approval of the use of
special indebtedness to finance such capital facilities. Copies
of the notice and certificate required by this subsection (a) of
this section shall be filed promptly with the Council of State.

(b) The Council of State, upon receipt of the items required
by subsection ( a ) of this section, shaIl adopt a resolution
granting or denying preliminary approval of such financing. A
resolution granting preliminary approval may include such other
terns, conditions, and restrictions as the Council of State rnay
deem necessary or desirable.

(c) Council of State approval.
( 1 ) Before any special indebtedness shall be incurred

or issued pursuant to this Article, the Council of
State sha1I authorize by resolution:
a. The providing of a particular energy

conservatiop project or, in general terms, the
types or classifications of energy
conservation projects to be provided, and

b. The aggregate principal amount of such special
indebtedness or maximum principal amount
thereof, the maturity or maximum maturity

9s-LDx-013(L.L)
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(3)

thereof and the interest rate or rates (or the
equivalent thereof) or maximum rate thereof of
the special indebtedness to be incurred or
issued therefor.

Such resolution shall include such other rnatters as

(2)

the Council of State may deternine including,
Ui.thout Iimitation, the adoption or approval of
documentation providing for the incurrence or
issuance and sale of special indebtedness and the
making of such determinations or the granting of
such consents or approvals as may be authorized in
G. S. L42-58 and G. S. 142-59.
If the Council of State authorizes in general terms
the types or classifications of energy conservation
projects to be financed, then the particular energy
conservation projects and the principal amount of
special indebtedness to be incurl:ed or issued for
each particular energy conservation project shalI
be determined by the pepart,ment of Administration
after considering such factors as the Department
shall deen relevant in order to determine that the
particular energy conservation project to be
provided is desirable for the efficient oPeration
of the State and its agencies and is in the best
interest of the State.
In the discretion of the Council of State, the
resolution requi red by subsection ( b ) of this
section and the resolution required by subdivision
( 1 ) of this subsection may be adopted at the sane
time as one resolution.

( d) No special indebtedness shaIl be incurred or issued
without the prior written approval of the State Treasurer. In
determining wheEher such proposed financing shalI be approved'
the State Treasurer may consider such factors as the State
Treasurer shall deem relevant in order to find and deterrnine
that:

(1) The amounts to become due under the special
indebtedness, including the interest component, are
not excessive for the purpose proposedi
The increase, if any, in State revenues' includinq
taxes, necessary to pav the sums to become due
under the special indebtedness ar€__ne! excessive;
and
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( 3 ) The special indebtedness can be incurred or issued
on terms desirable to the State.

This approval shalI be in addition to any preliminary approval
given pursuant to subsection (a) of this section.

(e) In the absence of a det,ermination by the Council of State,
the State Treasurer, after consultation with the Department of
Adninistration, shaIl determine whether the financing shall be
effected by alternative financing agreement indebtedness,
certificates of participation indebtedness, bonded indebtedness,
or some combination thereof.

(f) The State Treasurer, after consultation with the
Department of Administration, shall develop appropriate documents
for use under this Article, and the State Treasurer shall enploy
and designate the financial consultants, underwriters, and bond
attorneys to be associated with the incurrence or issuance of
special indebtedness.
" S 142-65. Security; other requi rernents.

(a) Special indebtedness shall create a security interest in
aII or any part of the energy conservation projects financed by
such special indebtedness, and in the case of the modification'
rehabilitation, renovation, or improvement of existing
facilities, in aII or some portion of such facilities, to secure:

( 1 ) Lease or installment payments to be made to the
Iessor, seIIer, or other individuaL or entity
advancing moneys or providing financing under an
alternative financing agreement; or

(2') Payment of the principal of and interest on bonded
indebtedness.

(b) oocumentation relating to any special indebtedness may
include provisions requiring the Governor to submit in the
Governor's budget proposal or any amendments or supplements
thereto appropriations necessary to make the payments required bY

any special indebtedness.
(c) Amounts payable by the State under an alternative

financing agreement or issue of bonded indebtedness during anY
bienniurn or fiscal year, each being called a fiscal period for
purposes of this subsection, shalI be limited to funds
appropriated for such fiscal period by the General Assernblv in
its discretion. ouring anv interirn period after the adoPtion bY

the General assembly of appropriation legislation for a fiscal
period and prior to the adoption by the ce@
appropriation legislation for the next fiscal period, an
alternative financing agreement or issue of bonded indebtedness,
the oavment of which durinq such interim period has not been

95-LDx-013(l_.L)
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1 provided for by appropriation legislation, may be incurred or
2 issued only if, in addition to compliance with the other
3 provisions of this Article, the pirector of the Budget shall have

1 4 filed with the St,ate treasurer a certificate stating that
5 sufficient unencumbered money is available to nake the required
6 paynents during such interim period on such alternative financing
7 agreement or issue of bonded indebtedness. Such unencumbered
8 money shall become appropriated and reserved for rnaking such
9 payments upon execution of the alternative financing agreenent or

L0 issuance of bonded indebtedness, subject to the right of the
L1 General Assenbly to nodify or rescind such appropriations.
L2 (d) wo deficiency judgnent shall be rendered against the State
13 in any action for breach of any obligation contained in an
1.4 alternative financing agreement or issue of bonded indebtedness,
L5 and the taxing power of the State shall not be pledged directly
16 or indirectly to secure any moneys due under an alterndtive
L7 financing agreement or issue of bonded indebtedness. In the
18 event that the General essenbly does not appropriate sums
19 sufficient to make payments required under an alternative
20 financing agreement or issue of bonded indebtedness' the net
2L proceeds received from the sale or other disposition of the
22 property subject to the lien or security interest shaIl be
23 applied to satisfy such payment obliqations in accordance with
24 the deed of trust, security agreenent, or other documentation
25 relating to such lien or security interest, and such net proceeds
26 are hereb' deened appropriated for the purpose of making such
Z7 paynents. Any net proceeds in excess of the anount reguired to
28 satisfv the obliqations of the State under an alternative
29 financing agreenent or issue of bonded indebtedness shall be Paid
30 to the State treasurer for deposit to the General Fund.
31 (e) No alternative financing agreement or issue of bonded
32 indebtedness may contain a nonsubsLitution clause that restricts
33 the right of the Stat.e to:
34 (1) Continue to provide a service or activitv; or
35 (2't Replace or provide a substitute for any energy
35 conservation project financed or purchased therebv.'
37 (f) An alternative financing agreenent or issue of bonded
38 indebtedness may create a lien or securit,y interest in anv one or
39 rnore or all of ttre energy conservation projects being fina{rced,
dQ ind the estinated value of the energy conservation Projects
dt subject to the Iien or security interest need not bear anY

42 particular relationship to the principal amount of the agreenent
43 or issue.
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(g) Nothing in this Article shal1 limit the right of the
Council of State to grant multiple Iiens or security interests in
an energy conservation project to the extent not otherwise
limited by the terms of other special indebtedness.

( h ) Special indebtedness may contain such provisions for
protecting and enforcing the rights and remedies of the lessor,
seller, or other individual or entity advancing tnone
providing financing under an alternative financing agreement or
the o$rners of bonded indeb
and not in violation of Iaw, includinq covenants setting forth
the duties of the State in respect of the purposes to which the
proceeds of special indebtedness may be applied, the disposition
and application of the revenues of the state, including t
the duties of the State with respect to the capital facilities
financed, including, without limitation, the payment of the costs
of insurance and maintenance of the capital facilities, the
disposition of anv charges and collection of any revenues and
administrative charges, the terms and condit,ions of the issuance
of additional special indebtedness, and the custody,
safeguarding, investment, and application of aII noneys.
"S 142-66. alternative financing agreenent indebtedness-

(a) The State Treasurer after consultation with the
Department of Administration, shall approve aIl documentation
providing for the incurrence of alternative financing agreenent
indebtedness.

(b) eny alternative financinq agreement may provide for
pavments thereunder to represent principal and interest
components of the cost of the energy conservation proiect to be

leased or acquired, such determination to be made the State
Treasure r .

( c ) Alternative financing agreements may be entered into
pursuant to any applicable public or competitive bidding Process
or any private or neqotiated process, to the extent require4 Fv
applicable law, and if not so required, as mav be determined bv
the Oepartment of administration after consulting with the State
Treasure r .

taf Aii alternative financing agreements shalI be executed on

behalf of the State the Department of Adnini stration al!-qr
having been approved by the State Treasurer.

( e ) . If the State Treasurer det'ermines that i t. i s in the best
interest of the State, the State Treasurer may arrange for the
deliverv of a credit facility to secure payment under any
alternative financinq agreement. The State Tredsurer maY also
rovide that payments bhe State representing the in!g!e-q!

9s-LDX-013 ( 1.1 )
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component of the payments to be made under an alternative
financing agreement may be calculated based upon a variable
interest rate.

(f) AII other conditions set forth elsewhere in this Article
with respect to alternative financing agreement indebtedness
shall also be satisfied prior to incurring any alternative
financing agreement indebtedness.

(9) To the extent applicable as may be conclusively determined
by the State Treasurer, the provisions of G.S.142-69,142-70,
and 142-71 shall apply to alternative financing agreement
indebtedness.
" S 142-57. Additional requirements for certificates of
participation indebtedness -

(a) The State Treasurer, after consultation with the
Department of Administration, shall approve the use of an
alternative fintncing agreement in connection with the delivery
of certificates of participation by a special corporation.

(b) The documentation providing for the delivery and sale of
certificates of participation shall be approved by the State
Treasurer. The special corporation, if used, shal1'request the
approval of the State Treasurer in writing and shall furnish such
information and documentation relating to the delivery and sale
of the certificates of participation as the State Treasurer may
request. tn determining whether such approval shalI be granted,
the State greasurer shall consider the factors provided for in
C.S.142-64(d), as welI as the effect of the proposed financing
upon any s,cheduled or proposed sale of debt obligations by the
State or anv State agency or by any unit of local government in
the State.

(c) Upon the filinq with the State Treasurer of a written
reouest of a soecial corporation to sel1 the certificates of
participation, the certificates of participation mav be sold bY

the State Treasurer in such manner, either at public or private
sale, and for such price or prices as the State Treasurer shalI
deternine to be in the best interest of the State and to effect
the purposes of this Article, provided that, the sale shaIl be

approved bv the special corporation. fhe certificates of
participation sha1l bear interest at such rate or rates as mav be

determined by the State freasurer with the approval of the
special corporation.

(d) Certificates of participation may be delivelsg
a trust aqreement with a corporate trustee appllvqg- ! the State
Treasurer, and the provisions of G.S. L4Z-69(!),,-qhal1 applv to
such trust agreement to the extent applicable.

Page 20 95-LDx-0L3(1'1)
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(e) AIl other conditions set forth elsewhere in this Article
with respect to certificates of participation indebtedness,
including the conditions set forth in G.S. L42-66, shall also be
satisfied prior to incurring any certificates of participation
indebtedness.
"S 142-68. gonded indebtedness.

The State Treasurer may, by and with the consent of the Council
of State as provided in this Article, issue and sell at one time
or from time to time bonds of the State to be designated'State
of I.Iorth Carolina Limit,ed obligation Bonds, Series ' or
notes of the State as provided in G.S. L42-59, for the purpose of
providing funds, with any other available funds, for the uses
authorized in this Article.
"5 142-69. Issuance of bonds and notes.

(a) Terms and Conditions. -- gonds or notes may bear the date
or dates, may be serial or term bonds or notes, or any
cornbination thereof , may rnature in the amounts and at the time or
tines, not exceeding L0 years from their date or dates, may be
payable at the place or places, either within or without the
United States of America, in the coin or currency of the United
States of america as at the time of payrnent is legal tender for
payment of public and private debts, nay bear interest at the
rate or rates, which mav varv from time to time, and may be made

redeemable before maturit at the option of the State or
otherwise as rnay be provided by the State, at the price or
prices, includinq a price qreater than the face amount of the
bonds or notes, and under the terms and conditions, all as may be
determined bv the State Treasurer, bv and with the consent of the
Council of State.

(b) Signatures; Form and Denomination; Registration. -- Bonds
or notes mav be issued in certificated or uncertificated form.
tf issued in certificated form, bonds or notes shall be signed on
behalf of the State by the Governor or shall bear the Governor's
facsimile signature, shall be signed by the State Treasurer or
shall bear the State Treasurer's facsimile siqnature, and shall
bear the Great SeaI of the State or a facsimile of the Great Seal
shall be irnpressed or imprinted on the bonds or notes. If bonds
or notes bear the facsimile signatures of the Governor and the
State Treasurer, the bonds or notes shalI also bear a manual
signatuie which may be that of a bond registrar, trustee, pavinq
agenC, or deJignitea assistant of ttre state Treasurer. Should
anv officer whose siqnature or facsirnile signature appears on
bonds or notes cease to be the officer befor
bonds or notes, the siqnature or facsimile siqnature shall

95-LDx-0L3(1.1)

I.2L

Page 2L



GENERAL ASSET{BLY OF NORTE CAROLINA sEssroN 1995

1 nevertheless have the same validity for all purposes as if the
2 officer had remained in office until delivery of the bonds and
3 notes, and bonds or notes may bear the facsimile signatures of
4 persons who at the actual time of the execution of the bonds or
5 notes shall be the proper officers to sign any bond or note
6 although at the date of the bond or note those persons may not
7 have been the officers. The form and denomination of bonds or
I notes, including the provisions with respect to registration of
9 the bonds or notes and any system for their registration, shall

10 be as the State treasurer may deterrnine in conformity with this
11 Article; provided, however, that nothing in this Article shall
12 prohibit the State Treasurer from proceeding, wit.h respect to the
13 issuance and form of the bonds or notes, under the provisions of
14 Chapter 1599 of the General Statutes, the Registered Public
15 obligations Act, as well as under this Article.
16 (c) Manner of Sale; gxpenses. -- Subject to the approval by
17 the Council of State as to the manner in which bonds or notes
18 shall be offered for sale, whether at public or private sale'
19 whether within or without the United States of America, and
20 whether by publishing notices in certain newspapers and financial
21 journals, mailing notices, inviting bids by correspondence,
22 neqotiatinq contracts of purchase or otherwise, the State
23 Treasurer may seII bonds or notes at one time or from time to
24 time at such rate or rates of interest, which may vary from time
25 to time, and at the price or prices, including a price less than
26 the face amount of the bonds or noles, as the State Treasurer
27 determines. AII expenses incurred in the preparation, sale, and
28 issuance of bonds or notes sh
29 from the proceeds of bonds or notes or other available moneYs.
30 (d) Application of proceeds. -- The proceeds of any bonds or
31 notes shall be used solely for the purposes for which the bonds
32 or notes were issued and shaII be disbursed in the manner and
33 under such restrictions, if any, as the Council of State maY

l4 provide in the resolution authorizing thg issuance ofr or in anY

35 trust agreement securing, the bonds or notes.
36 Anv additional noneys which mav be received by means of a arant
3? or grants from the United States of Arnerica or any agency or
38 department tfrereo? or from any ot.her source to aid in fina{tcing
39 ttre crc'st of an Jnergy conservation project may be disbursed, to
40 the extent permitted by the terms of such grant or grants,
4l without regard to any limitations imposed by this Article.
az
43 Co State Treasurer may borrow money, and

44 execute and issue notes of the State for the Uorrowea moneY, Uut
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(3)
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only in the following circunstances and under the following
condi tions :

(1) For anticipating the sale of bopds the issuance of
which the Council of State shalL have approved, if
the State Treasurer shall deem it advisable to
postpone the issuance of the bonds;

(2) For the payment of interest on or any installment
of principal of any bonds then outstanding, if
there shall not be sufficient funds in the State
treasury with which to pay the interest or
installrnent or principal as thev respectively
become due;
For the renewal of any loan evidenced by notes
herein authorizedi

(4) For the purposes authorized in this Article; and
( 5 ) For refunding bonds or notes or alternative

financing agreement indebtedness as authorized by
this Article.

Funds derived from the sale of bonds or notes may be used in
the paynent of any bond anticipation notes issued under this
Article. funds provided by the General Assembly for the payment
of interest on or principal of bonds shall be used in paying the
interest on or principal of any notes and any renewals of any
notes, the proceeds of which shall have been used in payinq
interest on or principal of the bonds.

(f) Refunding Bonds and ttotes. -- gy and with the consent of
the Council of State, the State Treasurer may issue and se11
refunding bonds and notes for the purpose of refunding bonds or
notes or alternative financing agreement indebtedness issued
pursuant to this Article. The refunding bonds and notes naY be
combined with any other issues of State bonds and notes similarly
secured. Refunding bonds or notes may be issued at any time
prior to the final maturity of the debt or obligation to be
refunded. The proceeds from the sale of any refundinq bonds or
notes shall be applied only as follows:

( 1 ) To the immediate payment and retirement of the
obliqations being refunded; or

(2]l- If not required for the immediate payment of the
obliqations being refunded, the proceeds sha1l be

deposited in trust to provide for the pavment and
retirement of the obligations being refunded and to
pay any expenses incurred in connection with the
refunding.

Money in any trust fund rnay be invested in:

95-LDx-0L3 ( 1.1 )
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1 (1) Direct obligations of the United States government;
2 (21 obligations the principal of and interest on which
3 are guaranteed by the United States governrnent;
4 ( 3 ) To the extent then permitted by law, in obligations
5 of any agency or instrumentality of the United
5 States governmenti or
7 (41 qertificates oe depo
8 company located in the State, if such certificates
9 shall be secured by a pledge of any of said

10 obligations described in subdivision (1), (2), or
11 (3) of subsection (e) of this section having any
L2 aggregate market value, exclusive of accrued
L3 interest, equal at least to the principal amount of
L4 the certificates so secured.
15 Nothing in this section shall be construed as a limitation on the
15 duration of any deposit in trust for the retirement of
17 obligations being refunded but which shall not have matured and
L8 which shall not be presently redeemable, or if presently
19 redeernable, shall not have been called for redemptiori.
20 (g) Security. -- Payment of the principal of and the interest
2L on bonds and notes shall be secured as provided in G.S. L42-65.
22 (h) Trust Agreement. -- tn the discretion of the State
23 Treasurer, any bonds and notes issued under the provisions of
24 this Article may be secured by a trust agreement by and between
25 the State and a corporate trustee or by a resolution of the
26 Council of State providing for the appointment of a corporate
27 lrustee. The corporate trustee may be, in either case, any trust
28 company or bank having the powers of a trust company within or
29 Jvithout the State. A trust agreement or resolution may provide
30 for security, pledges, and assignrnents with respect to a trust
31 agreement or resolution as may be permitted under this Article
32 and further provide for the granting of a lien or security
33 interest in the collateral authorized by G.S. L42-55. The trust
34 agreement or resolution may contain those provisions for
35 protecting and enforcing the rights and remedies of the owners of
36 any bonds or notes issued thereunder as may be reasonable and
37 proper and not in violation of Iaw, including covenants setting
38 forth the duties of the State in respect of the purposes to which
39 bond or note proceeds rnay be applied, the disposition and
40 lrpplication of the revenues or assels of the State, the dutie! p!
41 lhe State with respect to the energy conservation Projects
42 financed, the disposition of any charges and collection of any
43 revenues and administrative charges, the terms and conditions of
44 the issuance of additional bonds and notes, and the custody,
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bonds and notes issued under this Article shall be equallv and
ratabry secured as provided in such trust agreenent or
resorution, without priority by reasons of number, or dates of
bonds or notes, execution, or delivery, in accordance with the
provisions of this Article and of such trust agreement or
resolution; provided, however, that such trust agreement or
resolution may provide that bonds or notes issued pursuant to
this Article shaIl, to the extent and in the manner prescribed in
such trust agreement or resolution, be subordinated and junior in
standing, with respect to the payment of principal and interest
and to the security of the bonds or notes, to any other bonds or
notes. It shall be lawful for any bank or trust company that may
act as depositary of the proceeds of bonds or notes, revenues, or
any other money loaned under this Article to furnish any
indemnifying bonds or to pledge such securiLies as may be
required by the State Treasurer. Any trust agreement or
resolution may set out the rights and remedies of the owners of
any bonds or notes and of any trustee, and may restrict the
individual rights of action by the owners. In addition, any
trust agreement or resolution may contain any other provisions as
the State Treasurer may deem reasonable and proper for the
security of the owners of any bonds or notes. Expenses incurred
in carrying out the provisions of any trust agreement or
resoLution may be treated as a part of the cost of any energy
conservation project or as an administrative charge and may be
paid from the proceeds of the bonds or notes or from any other
ajrailable funds.
"S L42-70. variable rate demand bonds and notes.

(a) In fixing the details of bonds and notes, the State
Treasurer nay provide that these bonds and notes may:

( 1 ) Be made payable from tirne to time on demand or
tender for rchase bv the owner of the bonds or
notes provided a credit facility supports the bonds
or notes, unless the State Treasurer specifically
determines that a credit facilitv is not required
upon a finding and deternination by the State
Treasurer that the absence of a credit facility
will not materially and adversely affect the
financial position of the St'ate and the marketinq
of the bonds or notes at a reasonable interest cost
to the State;

(2) Be additionallv supported bv a credit facility;

safeguarding, investment, and application of aLI moneys. All

9s-LDx-013 ( 1..1)
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( 3 ) Be made subject to redemption or a mandatory tender
for purchase prior to maturity;

( 4 ) Bear interest at a rate or rates that may vary from
such period or periods of time, aIl as nay be
provided in the proceedings providing for the
issuance of the bonds or notes, including, but not
Iimited to, such variations as may be permitted
pursuant to a par formulai and

( 5) Be nade the subject of a remarketing agreement
whereby an attempt is made to remarket bonds or
notes to new purchasers prior to their presentment
for payrnent to the provider of the credit facility
or to the State.

(b) If the aggregate principal arnount payable by the State
under a credit facility is in excess of the aggregate principal
amount of bonds or notes secured by the credit facility' whether
as a result of the inclusion in the credit facility of a

provision for the paynent of interest for a limited period of
time or the payment of a redemption premium or for any other
reason, then the amount of authorized but unissued bonds or notes
during the term of such credit facility shall not be less than
the anount of such excess, unless the nt of such excess is
otherwise provided for by agreement of the State executed by the
St,ate Treasure r .

"S 142-71. Othdr agreenents.
The State Treasurer may authorize, execute, obtain, or

otherwise provide for bond insurance, investment con9racts,
credit and liquidity facilities, interest rate swap agreements
and other derivative products, and any other related instruments
and matters as the State Treasurer shall determine desirable in
connection with the incurrence or issuance of special
indebtedness.
"S 142-72. Tax exemption.

Bonds and notes and alternative financin aq reement
indebtedness shall be exempt from aII State, count and
municipal taxation or assessment, direct or indirect eneral or
special, whet,her imposed for the purpose of general revenue or
otherwise, excluding inheritance and gift taxes and income
taxation on gain from the transfer thereof. The interest on
bonds jnd noteJ and the interest component of pavments made under
alternative financing agreements, includinq the interest
cornponent of certificates of participation, shall not be subject
to taxation as to income.
"S 142-73. Investment eligibility.
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1 Bonds and notes and alternative financing agreement
2 indebtedness are hereby made securities or obligations in which
3 all public officers, agencies, and public bodies of the State and
4 its political subdivisions, aII insurance companies, trust
5 companies, investment companies, banks, savings banks, savings
6 and loan associations, credit unions, pension or retirement
7 funds, other financial institutions engaged in business in the
8 Stater executors, administrators, trustees, and other fiduciaries
9 may properly and legally invest funds, including capital in their

10 control or belonging to them. gonds and notes and alternative
11 financing agreement indebtedness are hereby made securities or
12 obJ,igations that may properly and legally be deposited with and
13 received by any officer or agency of the State or political
14 subdivision of the State for any purpose for which the deposit of
15 bonds, notes, or obligations of the State or any political
16 subdivision is now or may hereafter be authorized by law.
L7 "S 142-74. Procurenent of energy conservation projects.
L8 The provisions of Articles 3, 39, 3C, 3D, and 8 of Chapter L43
19 of the General Statutes and any other laws or rules of the State
20 that relate to the acquisition and construction of State property
21. shall apply to the financing of energy conservation projects
22 through the use of special indebtedness.
23 Sec. 4. Interpretation of act. (a) Additional method.
24 The foregoing sections of this act shall be deemed to provide an
25 additional and alternative method for the doing of the things
26 authorized thereby and shall be regarded as supplemental and
27 additional to powers conferred by other laws, and shall not be
28 regarded as in derogation of any powers novr existing.
29 (b) Liberal construction. rhis act, being necessary
30 for the health and welfare of the people of the State, shall be
31 liberally construed to effect the purposes thereof.
32 (c) Inconsistent provisions. Insofar as the provisions
33 of this act are inconsistent with the provisions of any general
34 lawsr oE parts thereof, the provisions of this act shall be
35 controlling.
36 (d) Severability. If any provision of this act or the
37 application thereof to any person or circumstance is held
38 invalid, such invalidity shalI not affect other provisions or
39 applications of the act which can be given effect without the
40 invalid provision or application, and to this end the provisions
4L of this act are declared to be severable.
42 Sec. 5. The one million one hundred nineteen thousand
43 six hundred fifty-two dollars ($L,119,652) that was received from
44 the United States Department of Energy's Stripper Well Litigation

9s-rDx-01_3(1.1)

T-27

Page 27



GENERAL ASSEI{BLY OF NORTE CAROLINA sEssroN 1995

1 (l,lDt378), appropriated from the Special Reserve for Oil
2 Overcharge Funds to the Department of Commerce for the L992-93
3 fiscal year, and allocated for energy conservation programs for
4 hospitals and schools shall be reallocated to the Department of
5 Commerce for the L995-96 fiscal year for energy conservation
6 prograns for hospitals and schools and for energy conservation
7 projects for State facilities pursuant to Part 3 of Article 38 of
8 Chapter L43 of the General Statutes, ds enacted by Section 2 of
9 this act.

10 Sec. 6. This act becomes effective July 1, 1995.
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SECTION.BY.SECTION ANALYSIS OF LEGISLATIVE PROPOSAL IV

Section l: Section I authorizes the Department of Administration to finance an energy
conservation measure through installment financing pursuant to Article 8 of Chapter
142 of the General Statutes as enacted in Section 3 of this act.

Section 2: Section 2 enacts Part 3 of Article 3B of Chapter 143 of the General
ffiIffithereby establishing the "State Facilities Energy Conservation Programo to be
developed, administered, and coordinated by the En_ergy Division. The_EnergY.-. .
Divisioh has the responsibility of providine -criteria foiihe selection of State facilities to
participate in the prbgram. After an appr6ved technical analyqiq lras b_eeq conducteg to
iOentifv potential bneiey conservation ir-easures, the Energy Division shall select, with
the asiisiance of the D-epartment of Administration, the Slite facilities to pafticipate.
Only projects that, accoiding to the technical analysis, will have- a pay back of no more
thari six ir-r may be consiilered for final selectioit, with those luuints no more than a
two yearpay bacli having priority. The Energy Division is required to notify the Joint
I-egillatioh Commission on Govrimmental Operations of anJ project having a
construction cost greater that $5,000 before executing the financing documents.

Section 3: Section 3 enacts Article 8 of Chapter 142 of the General Statutes entitled
ihilffi-srgy Conservation Projects Finance Act. " This new article establishes a
procedure-ind the terms for iricurring or securing special indebtedness through
altemative financing agreements (defined as installment-purchase agreements,
lease-purchase agrdemEnts, or other similar installment-financing agreements and
certifibates of participation) or through bonded indebtedness.

Special indebtedness creates a security interest in all or part of the^energy.conservation
pioject financed by the special indebt-edness. An energy conservation pioject is defined
to i-nclude any mohificatibn, rehabilitation, re-novation, br improvement of existing.State
facilities or airy acquisition and installation of fixtures or equipment in existing State
facilities that i3 intended to reduce energy costs or consumption or allow the use of an
alternative energy source. The use of s!-ecial indebtedness to finance an energy. 

-

consenration prSject must be approved 6y the State Treasurer after consulting with the
Office of Stat'e tiudget and Mairigement. The use of special indebtedness to finance an
energy conservation-project also irust be approved by the Council of State_, which may.
speciiy terms, conditioni, and restrictions as- it deem! necessary or desirable. The total
ainount of special indebtedness pursuant to the agreementt *qy not exceed
$30,000,000 at any one time. No deficiency judgement may be rendered against the
State, and the tu*iitg power of the State shall hot-be pledged directly or indirectly to
secure any moneys dde under an alternative financinf agreement or issue of bonded
indebtedness.

Section 4: Section 4 provides guidance to the interpretation and construction of the
eil
Section 5: Section 5 provides that the $1,119,652 that was received by_the Department
[IToilmerce from tha U. S. Department of Energy from the Stripper Well Litigation
is allocated for the 1995-95 fiscai year for energyionservation n1og5.qrys for hospitals
and schools as well as projects undertaken pursuhnt to the State Facilities Energy
Conservation Program as enacted by this act.

Section 6: This act becomes effective July 1, 1995.
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APPENDIX J

GENENAL ASSEI{BLY OF NORTH CAROLINA

sEssroN 1995
I

HOUSE JOINT RESOLUTION 9s-LD-OO9A(1.1)
(THIS IS A DRAFT AND NOT RE.ADY FOR INTRODUCTION)

Sponsors: Energy Conservation Committee.

Referred to:

1. A JOINT RESOLUTION AUTHORIZING THE LEGISI,ATIVE RESEARCH

2 COMMISSION TO CONTINUE TO STUDY WAYS TO PROI-IOTE ENERGY

3 CONSERVATION AND TITE USE OF RENEWABLE ENERGY SOURCES IN NORTH

4 CAROLINA-
5 whereas, the Legislative Research Commission was
5 authorized in i.99L to study Ways to Promote the Conservation of
7 Energy and the Use of Renewable Energy Sources in Residential,
8 Commercial, Industrial, and PubIic Facilities; and
9 Whereas, this study committee proved to be an excellent

10 forum for different State agencies that have a role in pronoting
11 energy conservation; architects and engineers; industry; and
L2 environmental groups to present their respective opinions for
13 needed changes and improvements in promoting energy conservation
L4 in buildings; and
15 Whereas, this study committee found that energy
16 conservation can save the State and its citizens substantial sums
L7 of money by reducing energy costs and at the same time protect
18 the environment; and
19 Whereas, the Legislative Research Commission vtas

20 authorized in 1993 to continue its study of Energy Conservation
2L and Use of Renewable Energy Sources; and
22 Whereas, this study committee continued to look into
23 energy conservation projects in public buildings that would save
24 substantial sums of money in avoided utility bills; and
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1 whereas, this study committee also studied alternative
2 transportation fuels and found that the use of these fuels would
3 reduce our dependence on foreign oil as well as serve to reduce
4 toxic air emissions, thereby protecting air guality; and
5 whereas, even after four years, there is much work
6 remaining for the study committee to do; and
7 Whereas, energy conservation remains a largely untapped
8 method of saving money and protecting our natural resourcesi
9 Now, therefore, be it resolved by the House of Represent,atives,

10 the Senate concurring:
11 Section 1. The Legislative Research Commission is
L2 authorLzed to study ways to promote energy conservation and the
13 use of renewable sources of energy in North Carolina. The study
t4 committee nay address aII issues that bear on energy conservation
15 in this State. In the course of its work, the study committee
16 shall:
L7 ( 1 ) Monitor the conversion of State motor vehicle
18 fleets to alternative fueled vehicles, ds required
19 by the federal Energy Policy Act of L99Z; 42 U.S.C.
20 S 13201, et seq.
2L (2', I*lonitor other federal legislation related to
22 alternative fuels.
23 ( 3 ) Receive and review reports from and advise t4e
24 working group established by the DePartment of
25 Adrninistration, the Department of Commerce, the
26 Department of Transportation, and the Office of the
27 Governor to plan for the State t,o me'et its
28 alternative fueled vehicles purchasing requirements
29 under the Energy Policy Act or L992-
30 ( 4 ) Conduct public hearings in the State regarding the
3L use of alternative transportation fue1s.
32 (5) Serve as a focal point for discussion and proposals
33 leading to the development of North Carolina's
34 public policy on the use of alternative fuels for
35 vehicles and energy conservation in general.
36 Sec. 2. The study committee may subnit an interim
37 report to the Lgg6 Regular Session of the L995 General Assembly.
38 The study committee shalI submit a final report of its
39 recommendations and legislative proposals to the L997 General
40 Assenbly.
41 Sec. 3. This resolution is effective upon ratification.

nouse Joint Resolution 95-LD-009A( 1.1 )
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