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Governor Pat McCrory Promises to be More Assertive This Session

Heading into the May 14 start of the 2014 Short Session of the NC General Assembly, Governor Pat
McCrory has pledged to be more assertive than he was in the first year of his term, during last year’s
legislative session. He has already announced his version of plans to raise teacher pay and deal with
coal ash pollution — the latter was not received well by legislative leaders, but they indicated they are
generally supportive of his ideas on education. The governor has also said he’ll focus on the policy areas
of energy and transportation. His state budget proposal is expected out within a week of the session’s
start.

NC Senate Leader Provides Preview of 2014 Short Session

On May 8, less than a week before the start of the 2014 state legislative session, NC Senate President
Pro Temp Phil Berger (R-Rockingham) shared his chamber’s perspective and goals for the session at a
news conference. He said the Senate would work to:

=  Make necessary adjustments to the state budget to make sure it is balanced for the current
fiscal year, which ends June 30, and for the 2014-15 fiscal year. (There is a projected $500
million shortfall.)

= Provide pay raises for teachers and other state employees.

=  Make additional progress toward “fracking” in the state, a controversial method of drilling
inland for natural gas.

= Reduce regulations.

=  Pass legislation to address coal ash pollution (in the wake of the high-profile Dan River spill,
which happened in the Senate President Pro Temp’s backyard).

Other controversial issues expected to come up for debate during the next several weeks include:

=  Common Core State Standards (CCSS) — whether or not the state should keep, alter or throw out
the new higher standards for education.



= Tax incentives for film production in the state.
= Medicaid reform

State Budget Analysts Expect Half-Billion-Dollar Shortfall

State budget analysts who work for the governor and NC General Assembly have announced that they

expect a $445 million budget shortfall for the current fiscal year, which ends June 30. The anticipated

shortfall is a result of revenue collections coming in 2.1 percent lower than predicted when the 2013-14
state spending plan was approved last year. In the wake of the news, many pointed to the major tax
overhaul enacted by the state legislature last year as the driving force behind declining revenue.

In addition to the $445 million projected revenue shortfall, legislators have been warned about a state
Medicaid shortfall of at least $140 million. With a half-billion-dollar-plus hole to fill, state lawmakers
face a significant hurdle to their promises of pay raises for teachers and state employees. (Each one
percent raise costs $130 million.)

Gov. Pat McCrory responded to the news by saying that there is nearly $600 million available either in
reserves or through “belt-tightening” to fill this year’s budget hole. Unfortunately, the declining
revenue and lower projections will also impact state spending for 2014-15 — the second year of the state
budget — by anywhere from $190 million to $500 million, depending upon who you ask.

The primary purpose for legislative short sessions in even-numbered years is to adjust the state budget
in cases where revenue collections don’t match up with projections. The 2014 Short Session of the NC
General Assembly convenes on May 14.

Anticipated budget deficits for this year and next present a challenging session for legislators in an
election year where neither additional spending cuts, nor revenue-enhancing tax changes are desirable.
Likewise, the significant state budget holes do not bode well for increased state spending on any
number of health and human services or other government programs.

Governor McCrory Announces Education/Teacher Pay Plan

One week before the start of the 2014 Short Session of the NC General Assembly, Gov. Pat McCrory
announced his plan to provide pay raises for teachers this year, along with other education priorities
and reform efforts that extend beyond the current two-year state budget. The governor’s proposal,
which included few details, but would reportedly cost at least $300 million in the first year alone,
includes:

= 2 percent pay raise for all teachers, plus $1,000 pay raise for other state employees for the
2014-15 fiscal year, which begins July 1.

= Boosting beginning teacher pay to $33,000 in 2014 and $35,000 by 2015 (an earlier promise
from the governor and legislative leaders).
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= $3.6 million in additional funds for NC Pre-K, the state’s pre-kindergarten program for “at-risk”
four-year-olds. (The funding would provide for about 700 additional slots.)

=  Doubling funding for textbooks.

=  Pay-for-performance incentives to be implemented by 2018.

= A new teacher pay plan (salary schedule) by 2018, with the goal of allowing teachers to earn
higher salaries earlier in their careers.

= Reinstating advanced-degree supplemental pay, but only for those who hold a degree in which
they teach.

The biggest question about the governor’s education plan is how he proposes to pay for it, not just this
year, but over the long haul. Details about funding will not be clear until the governor’s proposed
budget comes out in the next week or so. Some interest groups, including a teachers’ union, are already
suggesting that lawmakers delay scheduled corporate and personal income tax cuts to help pay for
teacher pay raises and other education priorities — not a likely outcome in an election year.

Primary Election Results, November General Election Heighten Attention on Legislature

Primary elections were held in North Carolina on May 6, producing about 16 percent voter turnout and
few surprises. In a high-profile race to decide which eight Republicans would represent the party in a
battleground contest against U.S. Senator Kay Hagan for her seat in Congress, state House Speaker
Thom Tillis handily won with 45 percent of the vote, avoiding a runoff.

Between the start of the year and Primary Election Day, more than $6 million was reportedly spent on
the US Senate race. And that amount doesn’t even include money spent by Americans for Prosperity, a
conservative nonprofit group, on ads in 2013 that were critical of Sen. Hagan's support for the
Affordable Care Act, or other groups who aired ads on Sen. Hagan’s behalf in 2013.

A key question that remains about this outcome is whether Speaker Tillis will remain in his leadership
post in the state House during the upcoming Short Session. While he has given no indication that he will
step down to campaign, it is hard to imagine that he would want to preside over a legislative session
wherein lawmakers have to figure out how to plug a half-billion-dollar budget hole and manage several
controversial issues, such as teacher pay raises, Medicaid reform and coal ash pollution, when he could
be out campaigning instead.

Should Speaker Tillis decide to relinquish his leadership post, the already unpredictable state House of
Representatives could become even more so this year with several House members reportedly
interested in being Speaker. Additionally, a change in House leadership could alter the chamber’s
agenda for the Short Session and longer-term.

Should Speaker Tillis stay on in his role, and perhaps even if he doesn’t, heightened attention will no
doubt be focused on the state legislature this year — both nationally and from a state level. Political
insiders and groups supporting both candidates will be watching and listening for campaign fodder
leading up to November and will likely find plenty.



Primary Election Highlights:

Complete primary election results can be found [here] on the state Board of Elections website.

= Three House incumbents lost primary races, two Republicans and one Democrat: Reps. Robert
Brawley (R-Iredell), Annie Mobley (D-Hertford), and Roger Younts (R-Davidson).

= Rep. Robert Brawley (R-Iredell), who had been a vocal, visible critic of House Speaker Thom Tillis
last year, was defeated by textile CEO John Fraley.

= A runoff will be required to decide who will replace Democratic Rep. Joe Tolson in House District
23 (Edgecombe, Martin counties). Former legislator Shelly Willingham took 36 percent of the
vote, while R.B. "Rusty" Holderness was the next highest vote-getter at 30 percent.

= Sen. Clark Jenkins, a Tarboro Democrat serving legislative District 3, was the only incumbent in
the Senate to lose a primary race. He lost to Erica Smith-Ingram, a high school math and science
teacher from Gaston, who faces no general election opposition in November.

=  Four Republican incumbents not only won their primaries, but also their seats for the next two
years because they have no general election opposition in November: Sens. Stan Bingham (R-
Davidson), Fletcher Hartsell (R-Cabarrus), Bob Rucho (R-Mecklenburg) and Ralph Hise (R-
Mitchell).

= |n District 9, Wilmington attorney Michael Lee, who is also chair of the NC State Ports Authority
Board, won the Republican primary for the seat that Sen. Thom Goolsby is leaving at the end of
the year. He will face Democrat Elizabeth Redenbaugh in November in what should be a race to
watch in New Hanover County.

= Rep. Jim Fulghum of Wake County, seeking the Senate seat of retiring Sen. Neal Hunt in District
15, defeated primary opponent Apryl Major. That means he will face former Raleigh Mayor Tom
Bradshaw in November, which should prove interesting considering Bradshaw’s history in a
number of high-profile posts, including mayor of Raleigh and NC Dept. of Transportation
secretary.

=  State Supreme Court Justice Robin Hudson survived a primary race in which outside
conservative groups spent nearly $1 million trying to defeat her. She will be joined in the
November general election race by Mecklenburg County Superior Court judge Eric Levinson.

= A runoff will be required to determine who will represent Republicans in the 6th Congressional
District race. State Senate Leader Phil Berger’s son, Rockingham District Attorney Phil Berger Jr.,
is running for the seat, but he and Mark Walker of Greensboro will meet in a runoff on July 15.
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