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INTRODUCTION 

 

When the General Assembly adjourned “sine die” near 

midnight on July 1
st
, it was the end to one of the most 

contentious biennium sessions in recent memory. The 2015 

“long” session was the longest in a decade, lasting almost 

into October, and featured several high-profile battles 

between the House, Senate and Governor. While the 2016 

“short” session (second year of the biennium) adjourned 

earlier than any in recent memory and did not feature the 

same kind of drawn out battles we witnessed last year, it 

was not without moments of significant drama. Despite an 

insistence from leaders in both chambers that major, 

controversial issues would have to wait until the next long 

session (a pledge which was upheld much more than 

insiders expected back in April), conflicts still managed to 

erupt and derail major priorities for each chamber. As we 

detailed in the previous report, bills that were important to 

two Senate leaders were shot down by the House on the 

final day of session, and the resulting breakdown between 

the chambers stranded several high-profile pieces of 

legislation – including a regulatory reform package that had 

taken weeks to negotiate; an anti-immigration measure 

opposed by law enforcement but seemingly destined to 

pass; and a trio of Constitutional amendments that would 

have appeared on the November ballot, including one to cap 

state income tax levels.  

 

Of course, the biggest conflict of the session happened 

mostly behind closed doors and centered on the backlash to 

House Bill 2 (a controversial bill passed in March that, 

aimed at repealing an ordinance Charlotte passed earlier that 

month that would have expanded protections, but that also 

effectively precludes all State and local protections for 

LGBT citizens). Despite strong and continued backlash 

from major businesses and threats from sports leagues, 

legislative leaders and Gov. McCrory defended the law 

publicly, and a “compromise” bill to change some parts of 

the law that was proposed by some moderate House 

Republicans fell apart in the final days of session. While the 

proposal was not a full repeal, it reflected what its authors 

determined could pass the House and Senate. Despite this 

attempt at careful balancing, the proposal was rejected both 

by conservative members who fully support HB2, and 

Democrats who saw it is as a grossly insufficient response. 
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One change to HB2 was passed in the final hours of session, a restoration of the right of 

individuals to sue over workplace discrimination in State courts, but with a shortened statute of 

limitations on these claims from three years to one year. In the days since the legislature 

adjourned speculation has been rampant about the impact of leaving HB2 in place. We soon got 

our answer with the NBA’s announcement that it was pulling the 2017 All-Star Game from 

Charlotte in response seen as the most high-profile so far, but certainly not the last repercussion. 

Expect to hear more about HB2 as the fall campaigns heat up, with Gov. McCrory accusing 

Attorney General (and Gubernatorial challenger) Roy Cooper of conspiring with “media and 

sports elites” to create a scandal out of a “common sense” bill. From recent polling, however, 

HB2 remains very unpopular overall, with many voters holding the Governor and legislative 

leaders accountable. 

 

The months ahead will see some limited legislative activity as interim Oversight and study 

committees are formed and begin to meet, however most political energy and attention will be 

focused on the upcoming election. All 170 legislative members are technically up for reelection, 

however many races are uncontested and several more are being held in districts that heavily 

favor one party over the other. There are a number of truly competitive races, however, and 

while not enough to allow Democrats to regain control of the State House or Senate, certainly 

enough to change the dynamic within the caucuses if enough Republican seats are flipped. 

Emboldened by the blowback from House Bill 2 and a historical (though slight) advantage in 

Presidential election years, Democrats are bullish on their chances to pick up enough seats to 

become a stronger and more relevant minority party next session. Those hopes do rely, however, 

on Attorney General Roy Cooper successfully challenging incumbent Gov. McCrory in a race 

that is statistically tied and will be the focus of a tremendous amount of campaign spending. 

Other races for less high-profile but certainly significant offices such as Attorney General, 

Commissioner of Labor, State Supreme Court and Lt. Governor are also expected to be close. 

With North Carolina seen as a crucial swing state in the Presidential race - particularly for 

Republican chances – and a U.S. Senate race also on the ballot, our state will be ground zero for 

a historic amount of political activity, advertising and, almost certainly, acrimony. While the 

Presidential race will dominate the headlines, those of us who deal with state-level policymaking 

understand just how impactful the outcomes of each of these races can be. We will keep you 

posted on the outcome of each race and how they are expected to impact the political context for 

next session. With several high-profile legislators retiring this session and several more in tough 

re-election fights this fall, things may be quite different on Jones St. in 2017. In fact, we may 

look back on 2016 with nostalgia for how brief, and relatively peaceful, it turned out to be. 

 

As we look back over the last year we are ever mindful of the trust and confidence you have 

placed in us to represent you at the North Carolina General Assembly. We are proud of the work 

that we do for you and look forward to another session of working together. 

 

 

LEGISLATION ENACTED 

 

HOUSE BILL 169, Restore State Claim for Wrongful Discharge. This bill was the vehicle used 

to provide a slight modification to House Bill 2 (also known as the bathroom bill). After all the 

pressure to repeal House Bill 2 and the rumors that various draft bills were in the works to 

modify House Bill 2, they really did very little to change the provisions and the problems that 

many groups and businesses have with the legislation. This bill was one of the regulatory reform 

bills that was being negotiated in conference and they stripped all of those provisions and right 

before the end of the session they ran this bill. The bill repeals a section of House Bill 2 that had 
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repealed the state tort claim for wrongful discharge requiring all discrimination claims to be filed 

in the Federal Courts). The legislation establishes a right of action for employment 

discrimination “on account of race, religion, color, national origin, age, biological sex or 

handicap by employers which regularly employ 15 or more employees”, and establishes a one-

year statute of limitations. NOTE: Prior to the passage of House Bill 2, employment 

discrimination actions could be brought within three years, so this legislation does not fully 

restore the right of action repealed by House Bill 2.  Effective: July 1, 2016. 

 

HOUSE BILL 256, Handicapped Parking/Veterans Plate, allows partially disabled veterans to 

park in a handicapped parking space when displaying the partially disabled veteran special plate. 

Medical certification and recertification requirements for handicapped parking privileges may be 

satisfied by a disability determination issued by the United States Department of Veterans 

Affairs indicating the person is handicapped. Effective: June 22, 2016. 

 

HOUSE BILL 287, Amend Insurance Laws, makes a variety of amendments to the State’s 

insurance law to: 

 amend the provisions of GS § 58-36-75 (At-fault accidents and certain moving traffic 

violations under the Safe Driver Incentive Plan) to define: (1) a "major accident" as an at-

fault accident that results in either (i) bodily injury or death or (ii) only property damage 

of $3,850 or more (was, $3,085 or more); an "intermediate accident" as an at-fault 

accident that results in only property damage of more than $2,300) but less than $3,850 

(was more than $1,850 but less than $3,085); and (3) a "minor accident" as an at-fault 

accident that results in only property damage of $2,300) or less (was, $1,850 or less); 

 make it a Class 3 misdemeanor for any person who, with the intent to deceive an insurer, 

does any of the following: 

o presents or causes to be presented a written or oral statement in support of an 

application for issuance of or amendment to a policy of auto insurance or for 

vehicle registration knowing that the application contains false or misleading 

information that states the applicant is an eligible risk when the applicant is not an 

eligible risk; or 

o assists, abets, solicits, or conspires with another person to prepare or make any 

written or oral statement that is intended to be presented to an insurer in 

connection with or in support of an application for issuance of or amendment to a 

policy of auto insurance or for vehicle registration if the person knows that the 

statement contains false or misleading information that states the applicant is an 

eligible risk when the applicant is not an eligible risk; 

 make it a Class H felony for any applicant who, with the intent to deceive an insurer, 

knowingly violates G.S. 58-2-164(b) for the purpose of obtaining auto insurance covering 

one or more vehicles, the operation of which requires a Commercial Drivers License; and 

provide that, in addition to any other penalties authorized by law, a violation of this 

subsection may be punishable by a fine of not more than $10,000 for each violation; 

 provide that, if an applicant provides false or misleading information material to the 

applicant's or any named insured's status as an eligible risk and that fraudulent 

information makes the applicant or any named insured appear to be an eligible risk when 

that person is in fact not an eligible risk, the insurer may do any or all of the following: 

o refuse to issue, amend, or endorse a policy; 

o cancel or refuse to renew a policy that has been issued; 

o deny coverage for any claim by the applicant for auto liability, comprehensive, or 

collision coverage; however, this would not apply to bodily injury or property 
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damage claims of innocent third parties to the extent of any minimum financial 

responsibility requirement of State or federal law; and 

 allow a motor vehicle liability policy to provide that the insured must reimburse the 

insurer for any payment made under a policy of insurance if the issuance of the policy 

was induced by a knowing and material misrepresentation of facts relating to the 

insured's status as an eligible risk. For these purposes, a payment made would include 

any sums paid for satisfaction, in whole or in part, of any judgment against the insured or 

for a reasonable settlement of a claim against the insured for bodily injury or property 

damage. A payment made would further include any costs or attorneys' fees incurred by 

the insurer in the adjustment, investigation, or defense of a claim; 

 enhance and improve consumer protections and transparency related to motor vehicle 

maintenance and repairs, long-term care insurance, and consent to rate; 

 make various technical and policy changes to North Carolina's captive insurance law 

provisions;  

 enable the establishment of a State-based private flood insurance market;  

 enable insurers to receive restitution from convicted defendants; and  

 make various other amendments to insurance laws. 

Effective: Most of the provisions are effective October 1, 2017. 

 

HOUSE BILL 292, Beach Bingo Licenses, makes operating a beach bingo game at any location 

without first obtaining a license from the State Bureau of Investigation a Class 2 misdemeanor. 

Effective: October 1, 2016, and applies to applications submitted on or after October 1, 

2016, and offenses committed on or after that date. 

 

HOUSE BILL 436, Unauthorized Practice of Law Changes, amends the statutes regarding the 

“practice of law” by: 

 providing that the phrase "practice law" also does not encompass: 

o the selection or completion of a preprinted form by a licensed real estate broker, 

when the broker is acting as an agent in a real estate transaction and in accordance 

with rules adopted by the North Carolina Real Estate Commission, or the 

selection or completion of a preprinted residential lease agreement by any person 

or website provider. However, these provisions do not permit any person or 

website provider who is not licensed to practice law to prepare for any third 

person any contract or deed conveying any interest in real property, or to abstract 

or pass upon title to any real property, which is located in this State; or 

o the completion of or assisting a consumer in the completion of various 

agreements, contracts, forms, and other documents related to the sale or lease of a 

motor vehicle, or of products or services ancillary or related to the sale or lease of 

a motor vehicle, by a licensed motor vehicle dealer; 

 providing that the practice of law, including the giving of legal advice, does not include 

the operation of a website by a provider that offers consumers access to interactive 

software that generates a legal document based on the consumer's answers to questions 

presented by the software, if a list of requirements are satisfied; 

 requiring the website provider to register with the North Carolina State Bar prior to 

commencing operation in the State and to renew its registration with the State Bar 

annually. The State Bar could not refuse registration; and 

 requiring the General Assembly to review the implementation of the provisions regarding   

the exemption and additional requirements for website providers and consider whether 

the provision should be modified or discontinued by June 30, 2018. 
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Effective: June 30, 2016.  

 

HOUSE BILL 630, Drinking Water Protect'n/Coal Ash Cleanup, was drafted as a compromise 

between the legislature and Gov. McCrory on what has been one of the most contentious issues 

of the past two years: how to deal with the waste ash from coal-fired energy plants, and which 

branch of government controls those decisions. Earlier in the session the General Assembly 

passed legislation to reconstitute the Coal Ash Management Commission. The Commission was 

created by legislation passed in 2014 and became the source of a lawsuit (McCrory v Berger) in 

which the State Supreme Court ruled for the Governor, finding that the legislature had 

unconstitutionally assigned itself disproportionate control of the Commission. While the 

legislation passed earlier in the session ceded a majority of appointments to the Commission to 

the Governor, he vetoed the bill saying it was “not good for the environment or for the rule of 

law in North Carolina”. While the bill passed with sufficient support for an override of the 

Governor’s veto, Senate leadership announced they would not hold an override vote and would 

instead work with the Governor to develop alternative legislation. That compromise language 

landed in House Bill 630, and the bill: 

• repeals all provisions related to the Coal Ash Management Commission in the General 

Statutes and transfers all of its responsibilities to the Department of Environmental 

Quality (DEQ); 

• requires a coal ash impoundment owner (read: Duke Energy) to provide permanent 

alternative water supplies for residents in areas surrounding coal ash surface 

impoundments; 

• allows reconsideration of risk classifications for coal ash surface impoundments based on 

fulfillment of certain criteria; and 

• modifies appointments and other provisions governing the Mining Commission and the 

Oil and Gas Commission. 

Earlier this year, DEQ rated all 14 sites in the state as either intermediate or high risk, which 

under the state's 2014 Coal Ash Management Act would require them to be excavated. Duke 

claimed that the cost would be prohibitive and would likely be passed on to ratepayers. Under 

the compromise language in House Bill 630, Duke is required to excavate coal ash ponds at 

seven sites (the excavation of these ponds is already required by court order). The other seven 

sites can be capped in place as long as Duke provides permanent alternative water sources to 

households within a half-mile of the ponds (or more if testing shows contamination) by Oct. 15, 

2018 and satisfies other criteria detailed in the bill. While the bill passed with strong support, 

Rep. Chuck McGrady (who authored the bill that Gov. McCrory vetoed) voted against the 

measure, expressing concern that the 7 largest coal ash ponds in the state could be capped in 

place. Environmental groups blasted the bill, saying it allowed Duke to continue polluting while 

simply piping in water for residents. Effective: July 14, 2016. 

 

HOUSE BILL 870, Cert. of Title/Manuf. Home Changes, clarifies the renewal, release, and 

cancellation process for security interests on a certificate of title for a manufactured home, and 

provides for a $20 filing fee for each application for renewing a security interest on a certificate 

of title. The legislation includes provisions to: 

 require the Department of Motor Vehicles, for an application for the notation of a 

security interest on a certificate of title for a manufactured home, to state the maturity 

date of the secured obligation, and include the stated maturity date for the certificate of 

title, including the notation of the maturity date on the certificate of title, in its public 

records and in any reports regarding the certificate of title provided to third parties; 

 provide that the perfection of a security interest in a manufactured home that is perfected 

by a notation on the certificate of title will automatically expire 30 years after the date of 
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the issuance of the original certificate of title containing the notation of the security 

interest, unless a different maturity date is stated on the title; and 

 provide that, if the vehicle is a manufactured home, the owner may proceed with the 

release of the security interest as provided or may, in the alternative, provide the Division 

with a sworn affidavit by the owner that the debt has been satisfied and that either: 

o after diligent inquiry, the owner has been unable to determine the identity or the 

current location of the secured creditor or its successor in interest; or 

o the secured creditor has not responded within 30 days to a written request from 

the owner to release the secured creditor's security interest; 

Effective: August 1, 2016, and applies to titles issued on or after that date. 

 

HOUSE BILL 959, DOT Proposed Legislative Changes, makes various changes to the State’s 

transportation and motor vehicle laws to: 

 increase from $150,000 to $250,000 the amount of funding provided to the 

Transportation Improvement Program; the Secondary Roads Paving Program; and 

individual applications for access and public service road projects, contingency projects, 

small urban projects, and spot safety projects which require notification to affected cities 

and counties of the project. The legislation also includes amendments to these programs; 

 amend the powers of the Department of Transportation to grant them the power to use 

existing rights-of-way and acquire additional rights-of-way as necessary for the present 

or future relocation or initial location, above or below ground, of nonutility owned or 

operated communications or data transmission infrastructure, and provide that no 

agreement for use of Department right-of-way under this provision may abrogate the 

Department's ownership and control of the right-of-way. The Department will adopt 

policies and rules necessary to implement these provisions and study the issue of 

administrative fees for encroachments; 

 provide that vehicle weight limits do not apply to a vehicle or vehicle combination that 

meets all of the following conditions: 

o is transporting metal commodities or construction equipment; 

o does not operate on an interstate highway, a posted light traffic road, or exceed 

any posted bridge weight limit; and 

o does not exceed a single-axle weight of 22,000 pounds, a tandem-axle weight of 

42,000 pounds, or a gross weight of 90,000 pounds; 

 extend additional federal weight allowances for natural gas powered vehicles, emergency 

vehicles, heavy duty towing vehicles, and vehicles with idle reduction technology, 

currently applicable only to interstate highways in the State, to all State roads, except for 

posted bridges or roads, or unless specifically prohibited by NC DOT;  

 authorize DOT to issue an overweight or overwidth permit for the transport of up to three 

steel coils on one truck; 

 allow the North Carolina Turnpike Authority to send a bill by e-mail instead of first-class 

mail with written consent of the registered owner of the motor vehicle or the person who 

had care, custody, and control of the vehicle; 

 provide that a commercial learner's permit is valid for a period not to exceed 180 days 

(currently, for a period not to exceed six months and may be renewed or reissued only 

once within a two-year period); 

 provide that a person holding a commercial learner's permit or commercial drivers license 

or required to have a commercial learner's permit or commercial drivers license convicted 

for violating an out-of-service order will be disqualified as follows: 
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o a person is disqualified from driving a commercial vehicle for a period of no less 

than 180 days and no more than one year (currently, 90 days) if convicted of a 

first violation of an out-of-service order while operating a commercial motor 

vehicle. 

o a person is disqualified for a period of no less than two years and no more than 

five years (currently, one year) if convicted of a second violation of an out-of-

service order while operating a commercial motor vehicle during any 10-year 

period, arising from separate incidents; and 

o a person is disqualified for a period of no less than three years and no more than 

five years (currently, three years) if convicted of a third or subsequent violation of 

an out-of-service order while operating a commercial motor vehicle during any 

10-year period, arising from separate incidents; 

 require all commercial drivers license holders and applicants for commercial drivers 

licenses to meet the medical qualifications standards set forth in Federal Statute: 49 

C.F.R. § 391.41; 

 allowing a person who is unable to meet the standards in 49 C.F.R. § 391.41, as adopted 

by the Division, to apply for a medical waiver that, if approved, will authorize intrastate 

operation of a commercial motor vehicle. Applications for the medical waiver would 

have to be submitted to the Division in writing, and waivers could be granted for no more 

than two years; 

 provide that a person granted an intrastate commercial drivers license medical waiver is 

permitted to maintain a commercial drivers license and operate a commercial motor 

vehicle in intrastate commerce subject to the following conditions:  

o the commercial drivers license must display a restriction to signify it is only valid 

for intrastate operation; 

o the holder of the license must submit to medical recertification at intervals set by 

the Division; 

o the holder of the license must timely submit all required documentation; and 

o failure to meet any condition within the time period allowed will result in an 

automatic downgrade of the license holder's commercial drivers license to a Class 

C regular drivers license; 

 establish that registration of a vehicle renewed by means of a new registration plate 

expires at midnight on February 15 of each year; 

 require the DMV to issue a temporary driving certificate valid for 60 days (currently, 20 

days, and 60 days for a commercial drivers license), which is valid for driving purposes 

and not valid for identification purposes, except when conducting business with the 

Division and not otherwise prohibited by federal law; 

 direct the DMV to require sign and symbol testing upon initial issuance of a license, and 

vision testing as a part of in-person, in-office renewals of a license; 

 allow the DMV, in lieu of providing notice by personal delivery or US Mail, to give 

notice by e-mail or other electronic means, if the person to be notified has consented to 

receiving notices via electronic means and has provided the Division an e-mail address or 

other like electronic address for receiving the notices, and providing that a person who 

consents to electronic notification would have to notify the DMV of any change or 

discontinuance of any e-mail or electronic address provided within 30 days. If a person 

fails to notify the DMV of any change or discontinuance of an electronic notification, any 

notices sent to the original or discontinued electronic address are deemed to have been 

received by the person and a copy of the DMV's records sent is sufficient evidence that 
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notice was sent to the person named in the record, at the physical or electronic address 

indicated in the record, and for the purpose indicated in the record; 

 prohibit the issuance of titles for out-of-state vehicles that are 1980 model year or older 

(currently, 35 years old); 

 repeal the requirement that every owner must sign the registration card with ink in the 

space provided; 

 include a moped in the definition of a motor vehicle;; 

 define a “motor-driven bicycle” as a vehicle with two or three wheels, a steering handle, 

one or two saddle seats, pedals, and a motor that cannot propel the vehicle at a speed 

greater than 20 miles per hour on a level surface; and 

 define a moped as a vehicle, other than a motor-driven bicycle, that has two or three 

wheels, no external shifting device, and a motor that does not exceed 50 cubic 

centimeters piston displacement and cannot propel the vehicle at a speed greater than 30 

miles per hour on a level surface, and whose motor may be powered by electricity, 

alternative fuel, motor fuel, or a combination of each; and 

 allow a dealer license plate to be displayed on a motor vehicle driven by employees and 

family members of an independent motor vehicle dealer. 

Effective: Most of the provisions are effective July 11, 2016. 

 

HOUSE BILL 972, Law Enforcement Recordings/No Public Record. This has been controversial 

legislation that has been worked on by a variety of groups over the last several years in regards to 

law enforcement body and car cameras and the videos that result. There were groups that were 

adamantly opposed to this law since the release of videos is still controlled primarily by law 

enforcement and the presumption is that the video is protected so that citizens and others would 

be required to get a Court Order for the information if law enforcement would not release. Those 

groups felt that the presumption should be that the video is a public record that should be release 

except for videos that would meet several categories as explained below.  

 

Another provision was added to this bill in the final week of session that would allow a needle 

exchange program. This provision was in a separate bill that was not moving and was added to 

this bill in an attempt to have them both approved before the end of session. The legislation 

includes the following provisions: 

 define “recording” as a visual, audio, or visual and audio recording captured by a body-

worn camera, a dashboard camera, or any other video or audio recording device operated 

by or on behalf of a law enforcement agency or law enforcement agency personnel when 

carrying out law enforcement responsibilities; 

 provide that recordings are not public or personnel records; 

 allow recordings in the custody of a law enforcement agency to be disclosed only as 

provided; 

 require a person requesting disclosure of a recording to make a written request to the 

head of the custodial law enforcement agency that states the date and approximate time of 

the activity captured in the recording or otherwise identifies the activity with reasonable 

particularity sufficient to identify the recording to which the request refers; 

 allow the head of the custodial law enforcement agency to only disclose a recording to 

the following: 

o a person whose image or voice is in the recording; 

o a personal representative of an adult person whose image or voice is in the 

recording, if the adult person has consented to the disclosure; 
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o a personal representative of a minor or of an adult person under lawful 

guardianship whose image or voice is in the recording; 

o a personal representative of a deceased person whose image or voice is in the 

recording; or 

o a personal representative of an adult person who is incapacitated and unable to 

provide consent to disclosure; 

 require the law enforcement agency, when disclosing the recording, to disclose only those 

portions of the recording that are relevant to the person's request, and prohibit a person 

who receives disclosure from recording or copying the recording; 

 include specific factors the custodial law enforcement agency may consider in 

determining if a recording is disclosed; 

 provide that, if a law enforcement agency denies disclosure, or has failed to provide 

disclosure more than three business days after the request for disclosure, the person 

seeking disclosure may apply to the superior court in any county where any portion of the 

recording was made for a review of the denial of disclosure. The court may conduct a 

review of the recording, and order the disclosure of the recording only if the court finds 

that the law enforcement agency abused its discretion in denying the request for 

disclosure. The court may only order disclosure of those portions of the recording that are 

relevant to the person's request, and the person who receives disclosure may not record or 

copy the recording. An order issued pursuant to this section may not order the release of 

the recording; 

 allow certain persons authorized to receive disclosure, or the custodial law enforcement 

agency, to petition the superior court in any county where any portion of the recording 

was made for an order releasing the recording to a person authorized to receive 

disclosure; 

 provide that recordings in the custody of a law enforcement agency may only be released 

pursuant to court order. Any custodial law enforcement agency or any person requesting 

release of a recording may file an action in the superior court in any county where any 

portion of the recording was made for an order releasing the recording. The request for 

release must state the date and approximate time of the activity captured in the recording, 

or otherwise identify the activity with reasonable particularity sufficient to identify the 

recording to which the action refers. The court may conduct a review of the recording. In 

determining whether to order the release of all or a portion of the recording, in addition to 

any other standards the court deems relevant, the court shall consider the applicability of 

all of the following standards: 

o release is necessary to advance a compelling public interest; 

o the recording contains information that is otherwise confidential or exempt from 

disclosure or release under State or federal law; 

o the person requesting release is seeking to obtain evidence to determine legal 

issues in a current or potential court proceeding; 

o release would reveal information regarding a person that is of a highly sensitive 

personal nature; 

o release may harm the reputation or jeopardize the safety of a person; 

o release would create a serious threat to the fair, impartial, and orderly 

administration of justice; 

o confidentiality is necessary to protect either an active or inactive internal or 

criminal investigation or potential internal or criminal investigation; 

o there is good cause shown to release all portions of a recording; 
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 require the court to release only those portions of the recording that are relevant to the 

person's request, and allow the court to place any conditions or restrictions on the release 

of the recording that the court, in its discretion, deems appropriate. 

 

In addition, the legislation authorizes any governmental or nongovernmental organization, 

including a local or district health department or an organization that promotes scientifically 

proven ways of mitigating health risks associated with drug use and other high-risk behaviors, 

may establish and operate a needle and hypodermic syringe exchange program. The legislation 

will: 

 require the objectives of the program be to: (1) reduce the spread of HIV, AIDS, viral 

hepatitis, and other bloodborne diseases in this State; (2) reduce needle stick injuries to 

law enforcement officers and other emergency personnel; and (3) encourage individuals 

who inject drugs to enroll in evidence-based treatment.  

 require programs to offer all of the following: 

o disposal of used needles and hypodermic syringes; 

o needles, hypodermic syringes, and other injection supplies at no cost and in 

quantities sufficient to ensure that needles, hypodermic syringes, and other 

injection supplies are not shared or reused. No public funds may be used to 

purchase needles, hypodermic syringes, or other injection supplies; 

o reasonable and adequate security of program sites, equipment, and personnel. 

Written plans for security must be provided to the police and sheriff's offices with 

jurisdiction in the program location and updated annually; 

o educational materials on all of the following: 

 overdose prevention; 

 the prevention of HIV, AIDS, and viral hepatitis transmission; 

 drug abuse prevention; 

 treatment for mental illness, including treatment referrals; 

 treatment for substance abuse, including referrals for medication assisted 

treatment; 

o access to naloxone kits that contain naloxone hydrochloride that is approved by 

the federal Food and Drug Administration for the treatment of a drug overdose, or 

referrals to programs that provide access to naloxone hydrochloride; and 

o for each individual requesting services, personal consultations from a program 

employee or volunteer concerning mental health or addiction treatment as 

appropriate; 

 provide that no employee, volunteer, or participant of a program established pursuant to 

this section shall be charged with or prosecuted for possession of: (1) needles, 

hypodermic syringes, or other injection supplies obtained from or returned to a program; 

or (2) residual amounts of a controlled substance contained in a used needle, used 

hypodermic syringe, or used injection supplies obtained from or returned to a program; 

 provide that this limited immunity will apply only if the person claiming immunity 

provides written verification that a needle, syringe, or other injection supplies were 

obtained from a needle and hypodermic syringe exchange program; 

 provide that, in addition to any other applicable immunity or limitation on civil liability, a 

law enforcement officer who, acting on good faith, arrests or charges a person who is 

thereafter determined to be entitled to immunity from prosecution under this section will 

not be subject to civil liability for the arrest or filing of charges; 

 require the governmental or nongovernmental organization, prior to commencing 

operations of such a program, to report to the North Carolina Department of Health and 
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Human Services, Division of Public Health, (1)  the legal name of the organization or 

agency operating the program; (2) the areas and populations to be served by the program; 

and (3) the methods by which each program will meet the required program offerings; 

 require the program to report the following information to the North Carolina Department 

of Health and Human Services, Division of Public Health: 

o the number of individuals served by the program; 

o the number of needles, hypodermic syringes, and needle injection supplies 

dispensed by the program and returned to the program; 

o the number of naloxone kits distributed by the program; and 

o the number and type of treatment referrals provided to individuals served by the 

program, including a separate report of the number of individuals referred to 

programs that provide access to naloxone hydrochloride.  

Effective: The recording provisions are effective October 1, 2016, and apply to all requests 

made on or after that date for the disclosure or release of a recording. The remaining 

provisions are effective July 11, 2016. 

 

HOUSE BILL 1044, Law Enforcement Omnibus Bill, establishes a Blue Alert System within the 

North Carolina Center for Missing Persons to aid in the apprehension of a suspect who kills or 

inflicts serious bodily injury on a law enforcement officer by providing a statewide system for 

the rapid dissemination of information regarding the suspect. In addition, the legislation amends 

the purpose of the Silver Alert System to provide a statewide system for the rapid dissemination 

of information regarding a missing person or missing child who is believed to be suffering from 

dementia, Alzheimer's disease, or a disability that requires them to be protected from potential 

abuse or other physical harm, neglect, or exploitation. Effective: July 11, 2016. 

 

SENATE BILL 124, Assumed Bus. Name/IC Contempt/Parks, enacts the Assumed Business 

Name Act to: 

 require a person, before engaging in business in this State under an assumed business 

name, to file an assumed business name certificate in the office of the register of deeds of 

the county in which the person is or will be engaged in business. If the person is or will 

be engaged in business in multiple counties, filing is required in only one of those 

counties; 

 require a person to file an assumed business name certificate for each assumed business 

name; however, the person may include no more than five assumed business names in 

one assumed business name certificate if that same person is or will be engaging in 

business under each of the assumed business names listed in the certificate; 

 provide that the Act does not apply to a political committee or a referendum committee 

that has filed a statement of organization with the State Board of Elections or a county 

board of elections; 

 require an assumed business name certificate to include: 

o the assumed business name; 

o a real name of the person engaging in business under the assumed business name. 

If the business is a partnership other than a limited liability partnership or limited 

partnership, the assumed business name certificate must include a real name of 

five general partners or of each general partner, whichever is fewer; 

o the nature of the business;  

o the street address of the principal place of business; and 

o each county where the person uses or will be using the assumed business name to 

engage in business; 
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 require an assumed business name certificate to be executed as follows: 

o in the case of an individual, the certificate must be signed by the individual; 

o in the case of a partnership or limited partnership, the certificate must be signed 

by a general partner; 

o in the case of a corporation or limited liability company, the certificate must be 

signed in the name of the corporation or limited liability company by an officer of 

the corporation or a manager of the limited liability company or by another 

individual authorized by law to act for the corporation or limited liability 

company; and 

o in the case of any other person, the certificate must be signed in the name of the 

person by an individual authorized to act for the person; 

 require a person that has filed an assumed business name certificate to file a certificate of 

amendment in the office of the register of deeds of the county in which the assumed 

business name certificate was filed within 60 days after a change in any of the 

information required in the assumed business name certificate; 

 allow a person, upon ceasing to engage in business in this State under the assumed 

business name, to withdraw the assumed business name by filing a certificate of 

withdrawal in the office of the register of deeds of the county in which the assumed 

business name certificate was filed; 

 direct the Secretary of State to develop, implement, and maintain a searchable online 

database of assumed business name information that will allow information to be entered 

and retrieved from the system by the registers of deeds and be available for searches by 

the public; 

 make it a Class 1 misdemeanor for a person to sign a certificate that the person knows is 

false in any material respect with intent that the certificate be delivered to the register of 

deeds for filing; 

 provide that a person who fails to file an assumed business name certificate or a 

certificate of amendment as required is liable to any person injured by the failure for the 

reasonable expenses, including attorneys' fees, incurred by the person in ascertaining, for 

a reasonable purpose, the information required to be stated in the assumed business name 

certificate or certificate of amendment. However, a person is not liable for expenses 

caused by an error or ambiguity in describing the nature of the business in an assumed 

business name certificate; and 

 provide that all certificates of assumed name filed under former Article 14 of this Chapter 

expire July 1, 2022, and the provisions of that former Article continue to apply to them 

until that date except as provided. On or after that date, any person that is listed as an 

owner of the business in a certificate of assumed name filed under that former Article and 

name after that date must file an assumed business name certificate under this Article. 

Effective: July 1, 2017. 

 

SENATE BILL 481, Fund Small Businesses/Publish DOR Rulings, enacts the North Carolina 

Providing Access to Capital for Entrepreneurs and Small Business Act (NC PACES) to allow 

NC investors to buy equity or debt offerings from NC issuers if the transaction meets 

requirements for registration, disclosure, reporting, offering limit and investment limit. The filing 

fee for an exemption notice is $150 and would be used by the Securities Division of the NC 

Department of Secretary of State to administer and enforce the NC PACES Act.  

 

The legislation also requires public disclosure of written determinations made by the Department 

of Revenue. A written determination applies the tax law to a specific set of existing facts 
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furnished by a particular taxpayer, and is applicable only to the individual taxpayer addressed 

and as such has no precedential value except to the taxpayer to whom the determination is 

issued. The text of a written determination must be published on the Department's website within 

90 days of the date the determination is provided to the taxpayer, and the following information 

will be redacted before the written determination is published: 

• the names, addresses, and other identifying details of the taxpayer to whom the written 

determination pertains and of any other person referenced in the written determination; 

• information specifically exempted from disclosure by State or federal law; and 

• trade secrets and commercial or financial information obtained from a person that is 

privileged or confidential. 

The Secretary of Revenue is not liable for failure to make redactions unless he or she fails to 

make the redactions in intentional and willful disregard of the statute, has agreed to redact the 

information, or has been ordered by a court to make the redaction. The publication requirement 

does not include disclosure of background file documents.  Effective: July 22, 2016. 

 

SENATE BILL 482, LLC Clarifications & Emp. Invention Ownership, makes technical and 

clarifying changes to the Limited Liability Company Act, and further defines an employer's and 

employee's rights to inventions invented by the employee, including: 

• making technical and clarifying changes to a provision of the Limited Liability Act 

concerning operating agreements; 

• providing that the conversion of a charitable or religious corporation to an LLC is 

permitted if the sole member of the surviving entity is a charitable or religious 

corporation; 

• providing that an employer's ownership of an employee's invention, discovery, or 

development that has or becomes vested in the employer by contract or by operation of 

law is not subject to revocation or rescission in the event of a dispute between the 

employer and employee concerning payment of compensation or benefits to the 

employee, subject to any contrary provision in the employee's written employment 

agreement. This provision does not apply where the employee proves that the employer 

acquired ownership of the employee's invention, discovery, or development fraudulently; 

and 

• allowing the employer to require that full title to certain patents and inventions be in the 

United States, if required by a contract between the employer and the United States or its 

agencies. 

Effective: This law has not yet been signed into law by the Governor; however, we expect it 

to be signed over the weekend. If signed, the law will be effective October 1, 2016. 

 

SENATE BILL 725, Unemployment Insurance Technical Changes, requires any new employer 

that has continuity of control with an existing business enterprise to continue to be the same 

employer as the existing business enterprise for the purposes of Chapter 96 (Employment 

Security Law). Any new employer with continuity of control must not request or maintain an 

account with the Division other than the account of the existing business enterprise. If a new 

employer receives a new account and the Division subsequently finds that such new employer 

has continuity of control with an existing business enterprise, the Division will recalculate the 

annual tax rates based on the combined annual account balances of the new employer and the 

existing business enterprise.  Continuity of control exists if one or more persons, entities, or other 

organizations controlling the business enterprise remain in control of the new employer. Control 

may occur by means of ownership of the organization conducting the business enterprise, 

ownership of assets necessary to conduct the business enterprise, security arrangements or lease 

arrangements covering assets necessary to conduct the business enterprise, or a contract when the 
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ownership, stated arrangements, or contract provide for or allow direction of the internal affairs 

or conduct of the business enterprise. Control is not affected by changes in the form of a business 

enterprise, reorganization of a business enterprise, or expansion of a business enterprise. In 

addition, the legislation clarifies that the Board of Review will have the power to provide for the 

taking of evidence by a hearing officer employed in the capacity of an attorney by the 

Department. Effective: May 11, 2016. 

 

SENATE BILL 726, IRC Update, updates from January 1, 2015, to January 1, 2016, the 

reference to the Internal Revenue Code used in determining certain State tax provisions.  The 

legislation does conform to the $250 teacher expense deduction and to the income exclusion for 

amounts received by wrongfully incarcerated individuals.  The act does not conform to the 

following two provisions that were made permanent at the federal level: (1) Enhanced Section 

179 expensing; or (2) Tax-free distribution from IRAs to public charities. The act does not 

conform to the following three provisions that were extended at the federal level through the 

2016 taxable year: (1) deduction for higher education tuition expenses; (2) exclusion from 

income for forgiveness of debt on principal residence; or (3) deduction for mortgage insurance 

premiums. Effective: Except as otherwise provided, effective June 1, 2016. Any amendments 

to the Internal Revenue Code enacted after January 1, 2015, that increase North Carolina 

taxable income for the 2015 taxable year are effective for taxable years beginning on or 

after January 1, 2016. 

 

SENATE BILL 729, Various Changes to the Review Laws, makes various changes to the State’s 

revenue laws, to: 

• exclude from the definition of "sales" that determine how much of a multistate corporate 

taxpayer's income is subject to tax in NC the following: (1) financial swaps and other 

similar financial derivatives and (2) certain receipts in the nature of dividends; 

• correct the effective date on corporate franchise tax for taxable years beginning on or 

after January 1, 2017. This effective date will apply the franchise tax base modifications 

to all franchise tax reported on the 2016 income and franchise tax return regardless of 

when the tax return is due;  

• make the definition of deductible interest expense paid between parent and subsidiary 

corporations consistent for in-State and out-of-State companies; 

• limit the qualified interest expense deduction for interest paid to a related corporation to 

15% (from 30%) of a corporate taxpayer's adjusted taxable income and allows an 

unlimited qualified interest expense deduction if the corporate taxpayer can trace the 

interest expense to a unrelated lender; 

• correct the effective date for the deduction to prevent double taxation of income. The 

American Recovery & Reinvestment Act of 2009 in Internal Revenue Code section 

108(i)(1) permitted an individual or a corporate taxpayer with income from business 

indebtedness discharged by the reacquisition of a debt instrument occurring in 2009 or 

2010 to defer that income until 2014. Beginning in 2014, the taxpayer is required to 

recognize the income ratably over a 5-year period for federal income tax purposes. NC 

decoupled from this federal law change, therefore, the taxpayer has already recognized 

the income for State tax purposes; 

• restore a miscellaneous itemized deduction applicable when a taxpayer restores a 

substantial amount held under claim of right that the taxpayer included in gross income 

for a prior taxable year because it appeared that taxpayer had an unrestricted right to that 

item. This provision prevents a person from paying income tax on amounts the person did 

not receive. An example of this type of situation is a taxpayer who works on commission; 
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• add a deduction to prevent double taxation of income. The American Recovery & 

Reinvestment Act of 2009 in Internal Revenue Code section 108(i)(1) permitted an 

individual or a corporate taxpayer with income from business indebtedness discharged by 

the reacquisition of a debt instrument occurring in 2009 or 2010 to defer that income until 

2014. Beginning in 2014, the taxpayer is required to recognize the income ratably over a 

5-year period for federal income tax purposes. NC decoupled from this federal law 

change, therefore, the taxpayer has already recognized the income for State tax purposes; 

• add a deduction to equalize treatment of corporate taxpayers and individual taxpayers 

who report business income on a Schedule C. Corporate taxpayers may deduct ordinary 

and necessary business expenses for State purposes where the expense was taken as a tax 

credit for federal purposes. This section adds the same deduction (i.e., deduct business 

expenses for State purposes where a federal credit was taken in lieu of a deduction) for 

individual taxpayers; 

• provide that an individual taxpayer must adjust federal adjusted gross income to prevent a 

double benefit of the federal net operating loss (NOL) carryover; 

• provide that an individual taxpayer must add the amount deducted in a prior taxable year 

if the amount was withdrawn from the Parental Savings Trust Fund of the State 

Education Assistance Authority and not used for qualified higher education expenses 

unless the withdrawal was made without penalty under section 529 of the Code due to the 

death or permanent disability of the designated beneficiary; 

• change the term "conditional service contract" to "conditional contract" so that the 

transactions in the statutory section will not be confused with a service contract. The 

transactions addressed in this section concern tangible personal property sold below cost 

if purchased with a contract. An example of this type of transaction is a mobile phone 

sold for a discounted price if purchased with a mobile phone plan. This section also 

clarifies what the presumed sales price of the item is when a portion of the conditional 

contract is taxable and a portion of it is not. The current law addresses the situation where 

the entire contract is taxable, or the entire contract is not taxable, but not the situation 

where it is partially taxable. This section provides that the presumed sales price of the 

item is equal to the percentage of the service in the contract that is not taxable. Lastly, it 

makes a conforming change to the local sales tax base to clarify that the local sales tax 

applies to the presumed sales price; 

• repeal the sales tax exemption for items sold by a nonprofit organization when the 

receipts from the sale of the items will be directly or indirectly contributed to the State or 

school. An example of an entity that benefits from this exemption is a museum gift shop;   

• create a new sales tax exemption for food, prepared food, soft drinks, and other items of 

tangible personal property sold not for profit at an event that is sponsored by an 

elementary or secondary school when the net proceeds will be given to the school; 

• remove the time period for which a person must maintain records. The three-year time 

period is misleading. Records should be retained for periods covered within a statute of 

limitations. The statute of limitations is generally three years. However, an ongoing audit 

may exceed a period of three years. There is no statute of limitations when a taxpayer 

fails to file a return; 

• add "data" to the types of records the Secretary of Revenue may examine; 

• make changes necessitated by the Streamlined Sales and Use Tax Agreement. The 

change will allow certified service providers adequate time to make changes to their 

systems. This section also allows the Department to make adjustments as needed to the 

tax matrix used by certified service providers; 

• change the timing of any local tax rate increase from 2 months after the adoption of the 

tax increase to the calendar quarter after a minimum of 60 days' notice to sellers; 
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• clarify that a park model RV is a recreational vehicle and is subject to the highway use 

tax; 

• clarify that the white goods tax applies to any new white good purchased for storage, use, 

or consumption in this State; 

• clarify that the net proceeds of the One-Quarter Cent Local Option Sales Tax is allocated 

to the taxing county; 

• disallow the State government sales tax exemption and sales tax refund of local taxes 

paid on indirect purchases for (i) occupational licensing boards and (ii) State 

governmental entities that are specifically designated to apply for a sales tax refund; 

• clarify the sales tax exemption for service contracts on transmissions,  engines, rear-end 

gears, and any other items purchased, leased, or rented by a professional motorsports 

racing team; 

• restore the calculation of the cost per gallon of motor fuel used when a taxpayer receives 

a refund of the motor fuel excise tax less the sales tax on the motor fuel; 

• extend the time period for which the Department may transfer an assessment against a 

responsible person; and 

• exempt interest income from bond obligations from corporate and individual income tax 

and exempts motor fuel purchased by a hospital authority. 

Effective: Most provisions are effective for taxable years beginning on or after January 1, 

2016. 

 

SENATE BILL 770, NC Farm Act of 2016. This legislation includes a wide variety of 

provisions related either closely or not at all to farming and agricultural issues. This was one of 

the few regulatory reform type bills to be approved during the session and its provisions include 

a requirement that any person engaged in commerce that sells, leases, or offers to sell or lease, 

any products or services to a consumer pursuant to a contract, where the contract automatically 

renews unless the consumer cancels the contract, to: 

• for any automatic renewal exceeding 60 days, provide written notice to the consumer by 

personal delivery, electronic mail, or first-class mail, at least 15 days but no earlier than 

45 days before the date the contract is to be automatically renewed, stating the date on 

which the contract is scheduled to automatically renew and notifying the consumer that 

the contract will automatically renew unless it is cancelled by the consumer prior to that 

date; and 

• if the terms of the contract will change upon the automatic renewal of the contract, 

disclose the changing terms of the contract clearly and conspicuously on the notification 

in at least 12 point type and in bold print. 

This provision does NOT apply to industries that have oversight by a licensing board or other 

governmental oversight. Effective: This law has not yet been signed into law by the 

Governor; however, we expect it to be signed over the weekend. If signed, the automatic 

contract renewal provisions will be effective from the date the Farm Bill became law and 

apply to contracts entered into on or after that date. 

 

SENATE BILL 803, Rev Laws Technical, Clarifying, & Admin. Chg., makes a variety of 

technical, clarifying, and administrative changes to the State’s revenue laws and related statutes 

to: 

• clarify that taxpayers remain able to exclude amounts under the insolvency rules after NC 

decoupled from the extension of the income exclusion for the discharge of qualified 

principal residence indebtedness; 

• clarify that the sales tax exemption for food and prepared food provided to a person under 

a prepaid meal plan subject to tax also excludes the packaging items (e.g., wrapping 
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paper, plastic bags, cartons, cups, napkins, straws) that are part of the sale and delivered 

with the food; 

• make conforming change to comply with the Streamlined Sales and Use Tax Agreement 

to determine the effective date of a rate change for the combined general rate; 

• allow a county to disclose to a municipality in the county and the municipality to disclose 

to the county tax information necessary to administer a tax. Local tax records that contain 

information about a taxpayer's income or receipts are not public records and local 

government employees are prohibited from disclosing this information unless the 

disclosure is authorized by statute; and 

• move the date to calculate employers' tax rate for unemployment insurance (UI) taxes to 

September 1 to include tax payments made in the second quarter of the year. Under 

current law, employers pay UI taxes quarterly during the month after the quarter ends. 

Tax payments affect tax rates that are calculated annually on August 1. Some tax 

payments made during July are not received by August 1 and are not used in the tax 

calculation on August 1. This change moves the calculation date to September 1 to allow 

all second quarter tax payments to be credited to employers. Delaying the calculation date 

of UI tax rates will more accurately set tax rates based on all second quarter payments. 

Effective: July 11, 2016. 

 

SENATE BILL 807, Conform Full-Payment Check Law to UCC, conforms North Carolina law 

to the comparable provision of the Uniform Commercial Code on accord and satisfaction of a 

disputed debt through the tendering of a negotiable instrument as full payment of the debt. The 

legislation amends GS 25-3-311 (Accord and satisfaction by use of instrument) to provide that a 

claim is not discharged under subsection (b) (which provides that the claim is discharged if the 

person against whom the claim is asserted proves that the instrument or an accompanying written 

communication contained a conspicuous statement to the effect that the instrument was tendered 

as full satisfaction of the claim) if either of the following applies: 

• the claimant, if an organization, proves that (i) within a reasonable time before the tender, 

the claimant sent a conspicuous statement to the person against whom the claim is 

asserted that communications concerning disputed debts, including an instrument 

tendered as full satisfaction of a debt, are to be sent to a designated person, office, or 

place and (ii) the instrument or accompanying communication was not received by that 

designated person, office, or place; or  

• the claimant, whether or not an organization, proves that within 90 days after payment of 

the instrument, the claimant tendered repayment of the amount of the instrument to the 

person against whom the claim is asserted. This subdivision does not apply if the 

claimant is an organization that sent a statement complying with clause (i) above. 

Effective: October 1, 2016, and applies to negotiable instruments tendered in full 

satisfaction of a claim on or after that date. 

 

SENATE BILL 898, 2016 PPT Appointments Bill, appoints persons to various public offices 

upon the recommendation of the speaker of the House of Representatives, the President Pro 

Tempore of the Senate, and the Minority Leader of the Senate as follows: 

• Ronald Cooper of Pitt County and Perri Morgan of Wake County are appointed to the 

Umstead Act Unfair Competition Panel for terms expiring on June 30, 2020. 

Effective: July 1, 2016, except as other provided. 

 

SENATE BILL 903, Adjournment, adjourned the 2015 regular session “sine die.” Effective: 

July 1, 2016. NOTE: This is the earliest adjournment of a session in many years, though the 

2016 “short” session did convene in late April rather than the normal late May start, due to the 
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State’s primary election being moved from early May to March. By adjourning "sine die," they 

have completed this session and generally they would only come back into session because of a 

special session called by the Governor or to override a Governor’s veto. 

 

STATE BUDGET 

 

The main priority for each “short” session is to make adjustments to the biennium State budget. 

This year, the legislature had a $330 million surplus to work with, as opposed to many recent 

years in which shortfalls had to be managed due to higher-than-expected costs of the Medicaid 

program, a sluggish economy, and other factors. To be clear, the $330 million figure is not an 

increase in state revenue from last fiscal year, rather it is the excess in collections beyond what 

budget writers predicted in 2015. Over the past several years the Republican majorities in both 

the House and Senate have prioritized cutting taxes, funding a robust rainy-day fund and 

increasing teacher pay. While these can be universally be considered laudable goals, a significant 

number of programmatic and other cuts – to Teacher Assistant positions in higher grades, 

reading camps, training programs for teachers, the UNC system, etc. – have been made over the 

same period. Legislative leaders have explained the changes as “right-sizing” government and 

point to the economic gains the state has made in recent years as proof their approach is working. 

Critics charge the recent budgets prioritize tax cuts that benefit the wealthiest North Carolinians 

over sound investments in education and infrastructure. Despite these partisan disagreements, the 

2016 budget boasted several high-profile items that receive broad support on both sides of the 

aisle, which helps explain why it received significant support from members of the Democratic 

minority (who also understood that a vote against the budget could be effectively used against 

them in the fall campaign). Some of the highlights of the budget are below. 

 

As enacted, the 2016-2017 budget: 

 

 Provides $17.9 million to support the general maintenance of roads and another $17.9 

million to support the maintenance of secondary roads; 

 Allocates $32 million for new highway projects, $14.8 million for airport development, 

and $13.7 million for safety updates to the state’s railroad system; 

 Provides $5 million to the Department of Motor Vehicles targeted towards call center 

responsiveness, reducing wait times at driver license offices, and improvements to the 

medical review program. 

 Keeps in place late fees for car owners who allow their DMV registration to expire—

those fees range from $15 if registration has been expired for less than one month up to 

$25 if the period extends beyond two months (these fees were scheduled to sunset in 

December 2017); 

 Directs the Department of Motor Vehicles to procure a contract with a private vendor for 

the statewide maintenance of the Crash Reporting Program, to be in operation by April 

30, 2017 and which will include at least all of the following components: 

o A comprehensive data repository for collision data. 

o A document repository for all collision reports in the State. 

o The capability to process paper reports, including scanning, data entry, validation 

of data against business edits, quality control application for reviewing reports, 

the ability to return or reject reports, and the ability to reprocess corrected reports. 

o The creation of an electronic submission application that incorporates all State 

validation rules to ensure that submitted reports are complete, accurate, and 

error‑free. 
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o A database capable of sharing statewide collision data with State and federal 

traffic safety partners, State law enforcement agencies, and the public. 

o A Web portal capability allowing authorized users to perform search functions 

and data extraction, obtain statistical traffic safety reports, map collision result 

sets, review configurable collision data dashboards, and perform data analysis 

against statewide collision data. 

o Compatibility with all data file formats and submission requirements for State and 

federal entities that require access to State collision data. 

o Capability to leverage predictive analytics to optimize resource allocation in order 

to improve traffic safety. 

 Provides teachers an average 4.7 percent pay raise that is expected to boost North 

Carolina median teacher salaries to above $50,000 – the highest in state history; 

 Provides state retirees with a one-time 1.6 percent cost-of-living supplement and more 

than $550 million in salary and benefits adjustments for state employees.  Most state 

employees will receive a 1.5% salary increase, a .5% bonus, and will be eligible for 

merit-based bonuses; 

 Raises the standard deduction on personal income taxes (also called the “zero-tax 

bracket”) by $2,000 to $17,500 over the next two years; 

 Adds $473 million to the state’s “rainy day fund,” bringing the savings reserve to an all-

time high of nearly $1.6 billion; 

 Provides $3.5 million to address a backlog of payments to lawyers who have represented 

indigent clients; 

 Increases salaries and benefits for State Highway Patrolmen, magistrates, clerks, 

correctional officers, SBI, ALE and judicial branch employees; and 

 Provides an additional $8.6 million to the Clean Water Management Trust Fund and 

$18.8 million for water infrastructure programs. 

 

The following are highlights from the final Health and Human Services budget adopted by the 

North Carolina General Assembly during the 2016 short session. One significant budget item is 

support for the Governor’s Task Force on Mental Health and Substance Use.  The total funding 

support for Task Force recommendations is $20 million, $10 million in recurring funds and an 

additional $10 million in nonrecurring funds, but there are no specifics included in the budget 

about how this funding will be spent.  The budget also includes $500,000 in funding for a 

Medication-Assisted Opioid Use Disorder Pilot Program. 

 

In addition, the budget directs $18 million from the Dorothea Dix Property Fund for the purpose 

of expanding inpatient capacity in rural areas near counties with limited inpatient capacity 

relative to their needs.  These funds will be used for construction of new beds or renovation of 

existing beds to form new inpatient psychiatric units.  Another $2 million from the Dorothea Dix 

Property Fund will be used to establish two facility-based crisis centers for children. 

 

There is funding in the budget for improvements to the Controlled Substance Reporting System 

(CSRS) and a requirement that prescribers register for access to CSRS. The Senate budget’s 

language requiring mandatory use of CSRS each time a patient is prescribed a controlled 

substance was removed as well as the penalty language that would have directed the North 

Carolina Medical Board to punish prescribers who violate the provision. The HHS budget: 

 

 Zika Prevention and Detection. Provides $477,500 in recurring funds to develop 

infrastructure to detect, prevent, control and respond to the Zika virus. 
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 You Quit Two Quit Smoking Cessation Program. Provides $250,000 in nonrecurring 

funds for You Quit Two Quit smoking cessation program. 

 

The budget includes provisions to clarify the changes the General Assembly made last year to 

expand the sales tax on maintenance, repairs and installations, which was met with a great deal 

of confusion by business owners, accountants and tax attorneys. Generally, they resolved the 

issues by making it clear that they were taxing more broadly but some very key exceptions and 

explanations were also included. The provisions were originally in several different bills but they 

eventually included it into the budget since it had a great impact on the amount of revenue the 

state would be bringing in for the new services now being taxed. The provision includes an 

exemption of sales tax for Towing and Storage, which should benefit all members of the 

Towing and Recovery Professionals of North Carolina. The provision includes a wide variety 

of changes to the sales tax to: 

 allow the Secretary of Revenue to compromise a taxpayer's tax liability when the 

Secretary determines that the compromise is in the best interest of the State and finds that 

the assessment is for sales tax the taxpayer failed to collect or use tax the taxpayer failed 

to pay as a result of the change in the definition of retailer or the sales tax base expansion 

to (i) service contracts, (ii) repair, maintenance, and installation services, or (iii) sales 

transactions for a person in retail trade. The Secretary must determine that the taxpayer 

made a good-faith effort to comply with the sales and use tax laws. This subdivision 

applies to assessments for any reporting period beginning March 1, 2016, and ending 

December 31, 2022; 

 add definitions under the Sales and Use Tax statutes(we only included a few here) as 

follows: 

o motor vehicle service contract – A service contract sold by a motor vehicle dealer 

or by or on behalf of a motor vehicle service agreement company for a motor 

vehicle or for one or more components, systems, or accessories for a motor 

vehicle.  

o repair, maintenance, and installation services. – The term includes the following 

activities and applies to tangible personal property, motor vehicle, digital 

property, and real property except tangible personal property or digital property 

installed or applied by a real property contractor pursuant to a real property 

contract taxed in accordance with G.S. 105-164.4H: 

 To keep or attempt to keep property or a motor vehicle in working order to 

avoid breakdown and prevent deterioration or repairs. Examples include to 

clean, wash, or polish property; 

 To calibrate, refinish, restore, or attempt to calibrate, refinish, or restore 

property or a motor vehicle to proper working order or good condition. 

This activity may include replacing or putting together what is torn or 

broken; 

 To troubleshoot, identify, or attempt to identify the source of a problem 

for the purpose of determining what is needed to restore property or a 

motor vehicle to proper working order or good condition. 

 To install, apply, connect, adjust, or set into position tangible personal 

property, digital property, or a motor vehicle. 

 To inspect or monitor property or a motor vehicle, but does not include 

security or similar monitoring services for real property 
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o service contract – A contract where the obligor under the contract agrees to 

maintain, monitor, inspect, or repair digital property or tangible personal property 

for a period of time or some other defined measure, regardless of whether the 

property becomes a part of or is applied to real property. The term does not 

include a single repair, maintenance, or installation service. The term includes a 

service contract for a pool, fish tank, or similar aquatic feature and a home 

warranty. Examples include a warranty agreement other than a manufacturer's 

warranty or dealer's warranty provided at no charge to the purchaser, an extended 

warranty agreement, a maintenance agreement, a repair contract, or a similar 

agreement or contract. 

 

The budget exempts from sales tax a motor vehicle service contract, and repair, maintenance, 

and installation services. The sale at retail and the use, storage, or consumption in this State of 

the following tangible personal property, digital property, and services are specifically exempted 

from the retail sales and use tax as follows: 

 A service contract may be exempt as provided in G.S. 105-164.4I. 

 Repair, maintenance, and installation services provided for an item, other than a 

motor vehicle, for which a service contract on the item is exempt from tax under G.S. 

105-164.4I. Repair, maintenance, and installation services provided for a motor 

vehicle are subject to tax, except as provided under subdivision (62a) of this 

subsection. Sales of or the gross receipts derived from the following repair, 

maintenance, and installation services are exempt from tax: 

o A fee or charge for an inspection required by law, regardless of whether the 

amount is paid to a public or private entity, provided the charge is separately 

stated on the invoice or other documentation provided to the purchaser at the 

time of the sale. 

o Services performed for a person by a related member. 

o Services performed to resolve an issue that was part of a real property contract 

if the services are performed within six months of completion of the real 

property contract or, for new construction, within 12 months of the new 

structure being occupied for the first time. 

o Cleaning of real property, except where the service constitutes a part of the 

gross receipts derived from the rental of an accommodation subject to tax 

under G.S. 105-164.4 or for a pool, fish tank, or other similar aquatic feature. 

o Services on roads, driveways, parking lots, and sidewalks. 

o Removal of waste, trash, debris, grease, snow, and other similar items from 

tangible personal property, including a motor vehicle, and real property, but 

does not include removal of waste from portable toilets. 

o Home inspections related to the preparation for or the sale of real property. 

o Landscaping service. 

o Alteration and repair of clothing, except where the service constitutes a part of 

the gross receipts derived from the rental of clothing subject to tax under G.S. 

105-164.4 or for alteration and repair of belts and shoes. 

o Pest control service. 

o Moving services. 

o Self-service car washes. 

 Tangible personal property, digital property, and services purchased for resale under 

an exemption certificate in accordance with G.S. 105-164.28 or under a direct pay 

certificate in accordance with G.S. 105-164.27A. 
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 Installation charges that are a part of the sales price of tangible personal property 

purchased by a real property contractor to fulfill a real property contract for an item 

that is installed or applied to real property, provided the installation charges are 

separately stated and identified as such on the invoice or other documentation given 

to the real property contractor at the time of the sale. 

 Installation charges that are a part of the sales price of or gross receipts derived from 

repair, maintenance, and installation services or installation charges only purchased 

by a real property contractor to fulfill a real property contract, provided the 

installation charges are separately stated and identified as such on the invoice or other 

documentation given to the real property contractor at the time of the sale. The 

exemption also applies to installation charges by a retailer-contractor when 

performing a real property contract. The exemption includes any labor costs provided 

by the real property contractor, including employees' wages, or labor purchased from 

a third party that would otherwise be included in the definition of "purchase price." 

 An item or repair, maintenance, and installation services used to maintain, monitor, 

inspect, or repair tangible personal property or digital property pursuant to a service 

contract taxable under this Article if the purchaser of the contract is not charged for 

the item or services. For purposes of this exemption, the term "item" does not include 

a tool, equipment, supply, or similar tangible personal property that is not deemed to 

be a component or repair part of the tangible personal property or digital property for 

which a service contract is sold to a purchaser. 

 Storage of a motor vehicle, provided the charge is separately stated on the 

invoice or other documentation provided to the purchaser at the time of the sale. 

 Towing services, provided the charge is separately stated on the invoice or other 

documentation provided to the purchaser at the time of the sale. 
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