HOUSE BILL 912:
2024 UNC Self-Liquidating Capital Projects.

2023-2024 General Assembly

Committee: Date: August 13, 2024
Introduced by: Prepared by: Trina Griffin
Analysis of: S.L. 2024-24 Staff Attorney

OVERVIEW: S.L. 2024-24 authorizes constituent institutions of The University of North Carolina
(UNC) to finance and acquire or construct certain capital improvement projects reviewed and approved
by the Board of Governors of UNC. The projects will be financed through revenue bonds, special
obligation bonds, and other funds available to the institutions, excluding tuition and appropriations
from the General Fund or the State Capital and Infrastructure Fund unless previously authorized by
law.

This act became effective on June 28, 2024.

CURRENT LAW: Under Article 8 of the State Budget Act, no State agency can expend funds for the
construction or renovation of a capital improvement project unless authorized to do so by the General
Assembly. The Board of Governors of The University of North Carolina (Board of Governors) can
approve expenditures for projects that are to be funded entirely with non-General Fund money. However,
under Article 3 of Chapter 116D, the General Assembly must approve the issuance of special obligation
bonds for projects of The University of North Carolina (UNC).

There are two types of self-liquidating bonds that can be issued by the Board of Governors:

e Article 21 of Chapter 116 of the General Statutes authorizes the Board of Governors to issue
revenue bonds for educational buildings, dormitories, recreational facilities, dining facilities,
student centers, health care buildings, and parking decks. The projects can be for the educational
institutions, the University of North Carolina Health Care System, the University of North Carolina
System Office, and The University of North Carolina Hospitals at Chapel Hill. The revenue bonds
are payable from rentals, charges, fees, and other revenues generated by the facility. The bonds are
not payable from tax revenues.

e Article 3 of Chapter 116D of the General Statutes authorizes the Board of Governors to issue
special obligation bonds payable from any sources of income or receipts of the Board of Governors
or a constituent or affiliated institution, excluding tuition payments and appropriations from the
General Fund. Examples of sources of income or receipts are rents, charges, fees, earnings on
investments of endowment funds, or overhead receipts. The bond proceeds could be used for
construction, improvement, and acquisition of any capital facilities located at UNC constituent and
affiliated institutions. The project must be approved by both the board of trustees of the recipient
institution and the General Assembly. The General Assembly must also approve the maximum
aggregate principal amount for the project. The bonds are not payable from tax revenues.

Kara McCraw Leglslat_lv_e_AnaIysw
Director Division
* H9 12 - S MsSV-193 S L -V - 5 % 919-733-2578

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.
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BILL ANALYSIS: S.L.2024-24 authorizes four campuses of UNC to finance and acquire or construct
the following capital improvement projects that have been reviewed and approved by the Board of
Governors:

Campus Project Amount Source of Funds

East Carolina Jones and Legacy Residence

University Halls — Complete Renovations $60,000,000

Housing receipts

Fayetteville State

- - 1 - -
University Dormitories $52,000,000 |e Housing receipts

Increase to Chilled Water

L Infrastructure Expansion — Phase | $102,600,000 * Utility receipts and
University of North 12 trust funds

Carolina at Chapel Hill

Increase to Translational Research

Building? $205,600,000 | ¢ F&A receipts

University of North
Carolina at
Wilmington

Acquisition of Seahawk Housing

Complex $97,400,000 | e Housing receipts

The proposed indebtedness authorized under this act is not a debt of the State.

The Director of the Budget, at the request of the Board of Governors, can authorize a change in the means
of finance and increase or decrease the cost of the project. The Board of Governors (subject to the approval
of the director of the Budget) can issue special obligation bonds of the Board of Governors for the purpose
of paying all or any part of the costs of acquiring, constructing, or providing for the projects. The
maximum principal amount of the bonds to be issued cannot exceed the specified amounts in the act plus
an additional 5% of the amount to pay issuance expenses, fund reserve funds, pay capitalized interest, and
pay other related additional costs plus any increase in the specified project costs authorized by the Director
of the Budget.

EFFECTIVE DATE: This act became effective on June 28, 2024.

Drupti Chauhan, counsel to House Education, substantially contributed to this summary.

! The 2021 Appropriations Act (S.L. 2021-180) appropriated $40 million of State Capital and Infrastructure Funds for the
new residence hall and Fayetteville State University received an additional $4 million in Office of State Budget and
Management Flex Funds.

2S.L. 2023-66 (Self-Liquidating Projects/Property Transfers) authorized $15 million for the Chilled Water Infrastructure
Expansion — Phase I.

3 S.L. 2018-35 (UNC Capital Projects) authorized $23 million for the Translational Research Building.



