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The NC Center for Nonprofits released their Public Policy Update this past Friday and it contains the latest information on budget development, charitable giving, voter id, Medicaid restructuring and more.  

	1. State Budget Heads to Conference Committee
On Tuesday, the House of Representatives formally (and unanimously) voted to reject the Senate's version of the state budget (H.B. 97), which passed last week. The Senate budget included new taxes on some nonprofits, limits on state incentives for charitable giving, and many cuts to state grants and contracts with nonprofits. The Center has prepared a chart comparing some key nonprofit provisions in the House and Senate budgets.
 
Since the House and Senate won't have a budget in place by the start of the state's fiscal year on July 1, 2015, they will have to agree to a continuing resolution next week to keep state government operating. It is unclear how the continuing resolution will affect grants and contracts for nonprofits that partner with the state to provide public services.
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	2. Senate Budget Proposal Could Lead to Significant Drop in Charitable Giving
The Senate budget includes a limitation on itemized deductions that would effectively eliminate state tax incentives for charitable giving. Currently, individuals can deduct the full amount of their charitable contributions on their state taxes but can only deduct a total of $20,000 in mortgage interest and property taxes paid. Under the proposal, charitable contributions, mortgage interest, property taxes paid, medical expenses, investment interest, job expenses, and other federal itemized deductions would be all be included in that cap. Many taxpayers would reach the $20,000 cap from the total of their other deductions, so they would have no state tax incentive to make charitable contributions. Furthermore, because the state standard deduction would go up (to $17,500 in 2016, increasing to $18,500 by 2020), there would be very little tax benefit for any individuals to itemize their deductions on state taxes.
 
The Center has analyzed a similar itemized deduction cap that was enacted in Hawaii in 2011. That cap led to a significant decrease in charitable giving. Based on an analysis of federal tax data, it is estimated that the Senate proposal would reduce charitable giving in North Carolina by between $60 million and $900 million per year.
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	3. New Law Allows Some Citizens Without Photo ID to Vote
On Monday, Governor Pat McCrory signed into law a bill (H.B. 836) that would enable some North Carolinians to vote in the 2016 election if they don't have a valid photo ID. The bill allows voters to use a "reasonable impediment declaration" instead of a photo ID to vote with a provisional ballot. To do this, voters would sign an affidavit attesting that they weren't able to obtain a photo ID for one of a broad set of reasons, and they would need to present another form of identification when they vote.
 
It is important for all nonprofits to share information about changes in election laws with their staffs, boards, and the people they serve to ensure full participation in elections. To help your nonprofit provide clear and accurate information, the Center has updated its summary of recent election law changes with more details about this new way to vote without an ID and other recent election law changes.
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	4. Supreme Court Maintains Health Insurance Subsidies
Yesterday, the U.S. Supreme Court upheld a key component of the Affordable Care Act (ACA) in its ruling in King v. Burwell. The Court held that individuals in states (such as North Carolina) that participate in the federal health insurance marketplace can receive subsidies under the ACA. Although the decision doesn't directly affect nonprofits, it has two indirect impacts for them:
 
1. It will help some nonprofit employees, since some individuals who work for organizations that don't provide health coverage will continue to be eligible for health care subsidies; and
1. It will prevent a significant increase in North Carolinians' reliance on nonprofits to provide healthcare and meet other basic needs, since more than 450,000 North Carolinians will remain eligible for health insurance subsidies.
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	5. House Approves Proposal to Restructure Medicaid
On Tuesday, the House approved a plan (H.B. 372) to restructure the state's Medicaid system. The House Medicaid reform plan would allow provider-led entities (PLEs), many of which would be led by nonprofit hospitals and nonprofit service providers, to establish networks that provide Medicaid coverage to North Carolinians. These PLEs would assume the risk of costs of services exceeding projections. The bill passed with strong bipartisan support.
 
The Senate included a very different Medicaid reform plan in its version of the state budget. The Senate Medicaid plan would allow out-of-state, for-profit managed care organizations to compete with provider-led networks. Most nonprofit service providers prefer the House plan.
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	6. North Carolina Considers "Pay for Success" Contracts with Nonprofits
Last week, the N.C. Office of State Budget and Management (OSBM) issued a Request for Information seeking proposals for possible social impact bond projects (also known as "pay for success" contracts). These are agreements between government and nonprofits to provide service for a set period of time with measurable benchmarks. Typically, governments and private investors each pay for part of the initial costs of these programs, but nonprofits would only receive continuing government support if they meet their performance benchmarks. Private investors would bear the risk if nonprofits don't achieve these benchmarks.
 
OSBM is having an information session on social impact bonds on July 16 from 2-4 p.m. in Raleigh, and submissions of proposals are due by August 11.
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	7. Bill Allowing Public Authorities to Create Nonprofits Goes to Governor
On Tuesday, the Senate approved of the House's changes to a bill (S.462) that would allow public authorities such as local health authorities and housing authorities to create, control, and operate nonprofits. Based on recommendations from the Center, the House made several clarifying changes to ensure that nonprofits operating under this structure would be eligible for tax-exemption under federal tax law. The bill now goes to Governor McCrory for his signature.


 
 
 

