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SUMMARY: Senate Bill 462 would authorize a public authority to establish, own, and operate a
nonprofit corporation with tax-exempt status.
The PCS would make the following changes:
e Allow a public authority to control, rather than own, a nonprofit.
e Require the nonprofit be created to further the authorized purposes of the public authority.
e Prohibit the established nonprofit from having regulatory or enforcement powers.

CURRENT LAW: “Public authority” is defined in Article 3 of Chapter 159, the Local Government
Budget and Fiscal Control Act (LGBFCA), as:

e a municipal corporation (other than a unit of local government) that is not subject to the State
Budget Act (Chapter 143C of the General Statutes), or

e a local governmental authority, board, commission, council, or agency that: (i) is not a
municipal corporation, (ii) is not subject to the State Budget Act, and (iii) operates on an area,
regional, or multi-unit basis, and the budgeting and accounting systems of which are not fully
a part of the budgeting and accounting systems of a unit of local government. G.S. 159-7(10).

The LGBFCA requires units of local government to conform to certain standards on financial matters,
with oversight provided by the Local Government Commission. It does not currently authorize a public
authority to establish, control, or operate a nonprofit corporation with tax-exempt status.

BILL ANALYSIS: The PCS to Senate Bill 462 would authorize a public authority to establish, control,
and operate a nonprofit corporation that is created under Chapter 55A of the General Statutes and is a
tax-exempt organization under the Internal Revenue Code. The purposes of the nonprofit corporation
would be limited to those that further the authorized purposes of the public authority, and the nonprofit
corporations would not be permitted to have regulatory or enforcement powers.

EFFECTIVE DATE: SB 462 would become effective when it becomes law.
BACKGROUND: Types of public authorities include:

e Housing Authorities: G.S. Chapter 157, Article 1

e  Water and Sewer Authorities: G.S. Chapter 162A, Article 1

e  Parking Authorities: G.S. Chapter 160A, Article 24

e Public Transportation Authorities: G.S. Chapter 160A, Article 25
e  Public Health Authorities: G.S. Chapter 130A, Article 2, Part 1B

e  Hospital Authorities: G.S. Chapter 131E, Art. 2, Part 2
Research Division
(919) 733-2578
4 *

4 S M C - 5 4 C - 4 4 -V

* S 6 2 - T s TC
This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.

O. Walker Reagan
Director




