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INTRODUCTION 

 
The 2013 session of the North Carolina General Assembly will 
likely go down in our state’s history as one of the most pivotal, 
controversial and polarizing. To some, it represented a much-
needed correction of course after years of policy drift and 
expansion of state government. To others it signaled a 
dangerous push to the right by an extreme minority, against the 
wishes and interest of the majority of our citizens. Republicans, 
in full control of state government for the first time in 140 
years, enacted sweeping reforms of North Carolina’s taxation, 
regulation, education, gun regulation and elections laws, which 
collectively touch the lives of everyone in the state and alter its 
reputation as a progressive exception to our more conservative 
Southern neighbors. The overall shift in policy was nothing less 
than revolutionary, and the fight to define that shift in the 
public eye as either beneficial and long overdue, or dangerous 
and destructive, is well underway. 
 
“Moral Mondays” 
 
In reaction to the sharp rightward turn in so many policy areas, 
a collection of activists, led by the state chapter of the NAACP 
and including labor unions, environmentalists, progressive 
policy organizations, clergy and supportive citizens began a 
series of protests that quickly drew national attention. The 
“Moral Monday” protests (along with the lesser known 
“Witness Wednesdays”) started relatively small but soon began 
attracting hundreds and, in some cases, thousands of attendees 
opposed to some or all of the priorities of the Republican-led 
legislature. Among the most notable aspects of the protests 
were the number of people arrested each week for civil 
disobedience – in some cases over a hundred at a time. 
Loosening of environmental regulations, restrictions on access 
to abortion, reduced funding for education, the decision not to 
expand Medicaid under the Affordable Care Act, reduction of 
unemployment benefits and a Voter ID bill were among the 
most-often cited sources of the protesters’ frustration. 
Supporters of the legislature’s actions dismissed the protests as 
a predictable backlash by liberal elites and entitled union-types 
to the tough but necessary decisions being made to correct the 
failings of previous majorities. While Moral Mondays did little 
to slow or mitigate the legislature’s rightward push, their 
persistence did result in the legislature, and particularly policy 
changes, being highlighted by various state and national press 
outlets, adding fuel to the public debate about the direction 
being taken in Raleigh.  
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State v. Cities  
 
A recurring theme through the session was a “State vs. cities” dynamic, as a number of measures 
were passed strengthening the power of the legislature at the expense of municipalities. Among 
these measures was a bill to allow Charlotte to use existing taxes to pay for renovations to the 
Bank of America Stadium, home of the NFL’s Panthers; one that shifted control of Asheville’s 
water system from the city to an appointed board; a particularly controversial measure that would 
take control of the Charlotte-Douglas International Airport away from the city and give it to 
regional authority (a measure passed in two different forms and now the subject of a court 
injunction and lawsuit); an aesthetic controls bill, which would limit cities’ and towns’ authority 
to control home appearance and design; a measure overriding local governments decisions 
regarding a major development outside Durham; and a bill filed in the Senate that would void the 
lease agreement for the Dorothea Dix campus former Gov. Perdue entered into with Raleigh in 
the waning days of her administration. While not all of these measures became law, the overall 
sense of conflict between the legislature and particular municipalities persisted, and it did not 
escape the attention of political observers that many of the cities in question happen to be led by 
Democratic mayors. 
 
Controversial Bills 
 
One of the most controversial bills of the session was the Voter ID bill, which in fact makes 
many more significant changes to the state’s election laws in addition to implementing a voter ID 
requirement. Many of the bill’s changes were made to laws enacted during Democratic control of 
state government. Expansion of Early Voting, same-day voter registration, public financing of 
some campaigns, and the preregistration of 16 and 17-year olds were all repealed. Critics 
charged that this legislation, combined with the redrawing of political districts completed in 
2011, amounted to an attempt by Republican leaders to protect their majorities in the face of 
public backlash against their agenda, and to disenfranchise poor, young and minority voters, 
groups that tend to vote Democratic. Supporters of the bill countered that it protects the integrity 
of elections and brings our voting laws into alignment with most other states’. Like several other 
major pieces of the majorities’ agenda passed this session, the Voter ID bill is expected to have 
its final hearing in court. 
 
Another of the most controversial bills passed this session contained a number of changes to the 
state’s abortion laws, including restricting access to insurance plans that cover abortion services 
and tightening regulation of abortion clinics. While supporters of the bill pointed to the recent 
closures of two abortion clinics in the state, opponents countered that the closures confirmed 
existing regulations were sufficient. The backlash over the bill, and the process by which it 
moved through the legislature (particularly the decision by each chamber to make significant 
moves toward its passage without any public notice), gave fuel to the protests against the 
legislature and particularly Governor McCrory, who had pledged during his campaign to oppose 
any new abortion restrictions. Despite the Governor’s pledge, and his caution to give the issue 
careful study before making significant changes, he signed the bill into law. Recent polls have 
indicated his decision to do so has cost him support, and several Democratic notables have begun 
laying what seems to be the groundwork for a challenge in 2016. As the only statewide 
officeholder directly involved in passage of these measures (Lt. Gov. Dan Forest presides over 
the Senate but only votes in case of tie, which has not been necessary this session), McCrory is 
likely the most at risk if public anger can be translated to votes against him, albeit three years 
from now. 
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McCrory vs. Berger vs. Tillis 
 
The difficult position Governor McCrory found himself in when the abortion bill landed on his 
desk outlined another overriding theme of the session - tensions between the three leaders of 
state government - Governor McCrory, House Speaker Tillis and President Pro Tem Berger. 
Governor McCrory and House Speaker Tillis, both relative moderates from Charlotte, and Senate 
Speaker Pro Tem Phil Berger, a conservative from Rockingham County, found themselves at 
odds throughout the session, with Berger and the Senate pushing several measures further to the 
right than either Tillis or McCrory seemed comfortable with during the session. On guns, 
abortion, taxes, education and energy development, Berger consistently took a more conservative 
position than either of his colleagues in leadership. Speculation regarding the reasons for this 
abounded once Tillis declared his intention to run for the U.S. Senate seat currently held by Kay 
Hagan, as Berger’s interest in the seat, or lack thereof, was a constant source of discussion, and 
continues to be. Many observers note that, regardless of any ambitions for higher office on 
Berger’s part, tensions between him and Tillis were evident as early as the 2011 session, and 
frequently spilled into the public eye as that session progressed. Hopes for a more collegial 
session between the chambers were quickly dashed as new clashes played out early in the 
session, in full view of staff, lobbyists and the press corps.    
 
No measure exemplified the tensions between the chambers and the Governor than the Tax 
Reform bill. While the measure began life in the Senate as a significant rewrite of the state’s tax 
code, including a broad expansion of the sales tax base, it became clear fairly early that such a 
significant reform was unlikely to be politically palatable, and the question then became about 
tax cuts – for whom, how deep, and at whose expense. Early drafts of a Senate plan were more 
far-reaching than the final legislation, calling for the elimination of the corporate income tax and 
raising revenue by eliminating exemptions favored by hospitals and Realtors, two of the state’s 
more powerful lobbies. The House countered with a less expansive proposal that alleviated some 
of the concerns raised by what some leading Senators derisively referred to as the “special 
interests” bent on preventing reform. When the Governor publicly sided with the House’s 
approach, tensions between the Senate and McCrory/Tillis reached a new height (with a leading 
Senator telling reporters McCrory’s preference for the House’s plan stemmed from his lack of 
“real business experience”). Deadlocked over Tax Reform, the chambers delayed action on most 
of the other major pieces of legislation still pending, most notably the budget. Forced to delay 
completion of the state spending plan by an uncertain revenue total, the Republicans had to do 
what they had been so critical of their Democratic colleagues for doing in years past, passing a 
Continuing Resolution to keep the wheels of government turning after the end of the fiscal year 
on June 30th. Eventually, a deal was reached on the Tax Reform bill, and McCrory, Tillis and 
Berger made a great public show of unity in announcing it, but the divisions that the process 
revealed remain, and will undoubtedly influence the fate of measures left to tackle in the 2014 
“short” session. Whether the Tills vs. Berger dynamic will play out on the campaign trail for the 
U.S. Senate has yet to be determined, as Berger continues to weigh his options. 
 
Freshman Are To Be Seen and Not Heard* 
 
Another factor at play this session was the large class of freshman legislators elected in 2012. 
Due to the redistricting plan put into place in 2011, which combined several existing districts and 
created many new ones, and a record number of incumbents choosing not to run again, this 
session’s incoming class was the largest in memory. Given the size of both Republican caucuses 
– they hold 33 of 50 seats in the Senate and 77 of 120 seats in the House, veto-proof 
supermajorities in both cases – the large number of new legislators, the sense that the majorities 
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had full control and planned to use it, and that the Freshman expected to be involved, made the 
tension palpable at the start of session. Typically new legislators spend their first session learning 
the process and, for the most part, following the lead of their more senior colleagues, but this 
session seemed different. Members in their second terms were given influential committee 
assignments, and the “back bench” in many cases constituted a majority. Because of this, an 
element of unpredictability kept things interesting, and on more than one occasion measures 
favored by the leadership or senior members were voted down with Freshman Republicans 
joining Democrats in voting no. Other bills that may not have gained traction otherwise were 
seemingly pushed forward by the sheer size of the coalition supportive of it. Many observers felt 
some of the more controversial measures, which Speaker Tillis may not want to defend on the 
campaign trail, were passed at the insistence of a wing of the caucus made larger, and more 
influential, by the presence of so many new legislators, secure in their priorities, safe in their 
seats (thanks to redistricting) and unwilling to wait two years to make an impact. 
 
Vetoes 
 
Toward the end of session Governor McCrory was reported to be searching for a bill or two to 
veto, to signal his independence from the legislature (and, presumably, their declining poll 
numbers). Most observers assumed he would choose measures that were passed with something 
less than the three-fifths majority that would be needed to override his veto. For example, a 
measure delaying the implementation of the Jordan Lake Rules (which deal with water quality, 
stormwater runoff from developments, etc.) was passed with 61 votes in the House, well short of 
the 72 needed to override. Instead, McCrory chose to veto HB 392, which requires drug testing 
of certain applicants for public assistance (which had passed 106-6 in the House and 43-6 in the 
Senate); and HB 786, which requires a study of various issues related to immigration, as well as 
allows for more flexibility in the hiring of immigrants (which had passed 85-28 in the House and 
43-1 in the Senate). Despite a multi-week, public and private lobbying effort by the Governor, 
both the House and Senate easily overrode both vetoes, and the measures became law. While 
many felt the overrides were a defeat for McCrory and contributed to criticism of his leadership 
as weak, others noted the overrides provided some distance from the legislature’s agenda, 
perhaps what the Governor had been seeking when he first picked up his veto stamp. 
 
The Interim  
 
With the Governor’s vetoes overridden, session has once again adjourned until May 14th, 2014, 
however the machine of state politics will not slow entirely. Joint Oversight Committees will be 
assigned and begin the work of studying a variety of issues, each with a number of constituencies 
vying for influence on the outcome. Interested groups will continue to work toward finding 
compromise, or a path to outright victory, on the measures still waiting to be taken up during the 
short session in May. As that session is only expected to last 6 weeks or so, work on the 
remaining bills will by necessity continue throughout the interim, and lobbyists will stay fully 
engaged in ensuring their client’s position is stronger when the next session convenes than it was 
when this one adjourned. While legislators have returned to their districts, their “other jobs” and 
their families, they are also busy raising money and building influence, particularly in the House, 
where a successor to Speaker Tillis will be chosen in 2015, based largely on efforts already 
underway by prospective Speakers to-be. Depending on what Pro Tem Berger decides, the 
primary race for the Republican nominee for U.S. Senate could be incredibly interesting. The 
organizers of Moral Monday, and members of the Democratic minority, are already hard at work 
spreading their message across the state in an effort to enlist public sentiment against the 
majority, while Republicans are actively telling their side of the story to constituents back home 
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and groups aligned with the Governor have begun a media campaign to mitigate the damage 
done to his poll numbers. Which of these efforts will be more successful won’t be clear until next 
November, and perhaps the November two years later, but one thing is clear – the battle over the 
direction of our state is as fierce and passionate as it has ever been. 
 
This Final Legislative Report includes legislation of interest that was approved and signed into 
law, a review of the 2013-2015 State Budget, relevant bills that are eligible for the short session 
and some that are no longer eligible. Please let us know if you have questions. 
 
It has been our pleasure and our privilege to represent you this session. We’re proud of what 
we’ve been able to accomplish together and look forward to seeing you soon. There is much to 
be done to ensure the progress we have made this session continues in 2014, and we will be hard 
at work to see that it does. 
 
The Kochanek Law Group 
 Colleen Kochanek 
 Alex Miller 
 Elizabeth Taylor 
 Betsy Martin 
 

LEGISLATION OF INTEREST 
 

HOUSE BILL 4, UI Fund Solvency & Program Changes.  This legislation overhauls the state’s 
employment security system and was one of the first pieces of legislation signed into law by the 
Governor on February 19, 2013. The changes to the State’s employment security laws include:  

• identifying the four funds to be used to administer the provisions of the Employment 
Security Law: (1) the Employment Security Administration Fund; (2) the Supplemental 
Employment Security Administration Fund; (3) the Unemployment Insurance Fund; and 
(4) the Unemployment Insurance Reserve Fund; 

• detailing contributions and payments by employers to the Unemployment Insurance 
Fund;   

• replacing the current stepped tax schedules with an equation based on a reserve ratio to 
determine an employer's State Unemployment Tax Act (SUTA) contribution rate; 

• imposing a surtax on employers required to contribute to the UI Fund that is equal to 20% 
of the contribution due; however, the tax would be suspended if the Unemployment Trust 
Fund has at least $1 billion; 

• provisions regarding the administration and collection of contributions, and the 
administration of employer accounts; 

• setting the maximum weekly benefit at $350 (the previous maximum was over $500); 
• providing for minimum and maximum duration of benefits tied to the current 

unemployment rate in the State that would be reduced substantially from the previous 
length of weekly benefits; 

• allowing for the attachment and garnishment of fraudulent overpayment; and 
• creating the Joint Legislative Oversight Committee on Unemployment Insurance to study 

and review all unemployment insurance matters, workforce development programs, and 
reemployment assistance efforts of the State.  The Committee could report its findings 
and recommendations to any regular session of the General Assembly, and include any 
legislation needed to implement a recommendation. 

Effective: July 1, 2013, and makes changes to (1) unemployment benefits or claims for 
benefits filed on or after July 1, 2013; and (2) require an account balance by an employer 
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that is a governmental entity or a nonprofit organization and that elects to finance benefits 
by making reimbursable payments in lieu of contributions apply to advance payments 
payable for calendar quarters beginning on or after July 1, 2013. 
 
HOUSE BILL 14, Revenue Laws Technical, Clarifying & Administrative Changes. This 
legislation makes a wide variety of changes to State tax laws including direct mail, depreciation 
and tax basis. You should consult your tax professional regarding these changes and how they 
may affect your business or organization. Effective: August 23, 2013. 
 
HOUSE BILL 15, Various Emergency Management Changes. This legislation: (1) adds vehicles 
operated by the Division of Marine Fisheries, the Division of Parks and Recreation of the 
Department of Environment and Natural Resources, and the North Carolina Forest Service that 
are used for law enforcement, firefighting, or other emergency response purpose to the list of 
vehicles required to be equipped with special lights, bells, sirens, horns or exhaust whistles; and 
(2) exempts these vehicles from the speed limit when responding to an emergency or in pursuit, 
and requires drivers to move over for and yield right of way to these vehicles.  In addition, this 
legislation directs the Department of Public Safety to study methods of allowing prisoners to 
contribute to cleanup and mitigation efforts in connection with states of emergency declared in 
this State, and report its findings and recommendations to the Joint Legislative Emergency 
Management Oversight Committee and the Joint Legislative Oversight Committee on Justice and 
Public Safety by October 1, 2013. Effective: The vehicle provisions are effective October 1, 
2013, and the study provision is effective August 23, 2013. 
 
HOUSE BILL 26, Strengthen Laws/Vehicle Theft, increases the penalty for a chop shop activity 
violation from a Class H felony to a Class G felony, and removes the requirement that a person 
"knowingly" engaged in the activity, and instead, requires that the person "knows or has 
reasonable grounds to believe the part has been illegally obtained". The legislation also increases 
the requirements for when a secondary metals recycler or salvage yard may purchase a motor 
vehicle without a certificate of title, if the motor vehicle is 10 model years old or older, to 
include: 

• maintaining a record on a form, or in a format, approved by the DMV, the name, address, 
and contact information of the secondary metals recycler or salvage yard; 

• a written statement that the motor vehicle will be scrapped or crushed for disposal or 
dismantled for parts only; and 

• verifying with the DMV whether or not the motor vehicle has been reported stolen. (The 
DMV will develop a method to allow a person subject to this section to verify, at the time 
of the transaction, through the use of the internet, that the vehicle has not been reported 
stolen, and that also allows for the DMV's response to be printed and retained by the 
person making the request.) 

 
Within 72 hours of each day's close of business, a secondary metals recycler or salvage yard 
purchasing a motor vehicle under this section must submit to the National Motor Vehicle Title 
Information System (NMVTIS) the required information, along with any other information or 
statement pertaining to the intended disposition of the motor vehicle, as may be required. The 
information obtained by the Division of Motor Vehicles pursuant to this section will only be 
made available to law enforcement agencies only, and is confidential and not considered a public 
record.  A person who knowingly and willfully violates any of these provisions is guilty of a 
Class I felony and must pay a minimum fine of $1,000. Currently, it is a Class 1 misdemeanor 
for a first offense, and a Class I felony for a second or subsequent violation. Effective: 
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December 1, 2013, and applies to offenses committed on or after that date, and for reports 
and transactions occurring on or after December 1, 2013. 
 
HOUSE BILL 74, Regulatory Reform Act of 2013. This legislation contains many of the 
provisions from both Senate Bill 112, Create Jobs Through Regulatory Reform, and the original 
House Bill 74, Amend Environmental Laws 2013. The legislation represents a major re-
structuring of many of the states existing regulatory schemes, and was one of the signature 
achievements of the Republican majority this session. It was also one of the most controversial 
bills of the session, with critics decrying it as a dismantling of crucial public health protections. 
Supporters countered that it represents a needed reduction of red tape and burdensome 
regulation, and a pro-business measure that will bring jobs to the state. The relevant portions of 
the new law: 
 
PART I. IMPROVE RULE-MAKING PROCESS 
 

• amends the Administrative Procedure Act to define policy as “any nonbinding 
interpretive statement within the delegated authority of an agency that merely defines, 
interprets, or explains the meaning of a statute or rule. The term includes any document 
issued by an agency which is intended and used purely to assist a person to comply with 
the law, such as a guidance document"; 

• provides that, before an agency adopts a permanent rule change that would require the 
expenditure or distribution of funds subject to the State Budget Act, it must obtain 
certification from the Office of State Budget and Management that the funds required by 
the proposed rule change are available; 

• requires the agency to submit the text of the proposed rule change, an analysis of the 
proposed rule change, and a fiscal note on the proposed rule change to the Office at the 
same time as the agency submits the notice of text for publication; 

• amends the definition of substantial economic impact as an aggregate financial impact on 
all persons affected of at least $1 million in a 12-month period (was, $500,000); 

• provides that the notice of the proposed text of a rule does not have to include the text of 
the proposed rule, if the rule is being readopted without substantive changes to the 
existing proposed rule in order to keep the permanent rule from expiring; 

• provides for the periodic review and expiration of rules, detailing the process and 
timetable, including the automatic expiration of rules if not renewed by the agency; 

• requires the Joint Legislative Administrative Procedure Oversight Committee to study the 
exemptions from rule making and for each exemption to evaluate the continued need for 
the exemption and the potential consequences of repeal of the exemption. 

 
PART II. STATE AND LOCAL GOVERNMENT REGULATIONS 
 

• provides that when a use constituting a violation of a zoning or unified development 
ordinance is in existence prior to adoption of the zoning or unified development 
ordinance creating the violation, and that use is grandfathered and subsequently 
terminated for any reason, a city or county must bring an enforcement action within 10 
years of the date of the termination of the grandfathered status, unless the violation poses 
an imminent hazard to health or public safety; 

• prohibits a city or county from requiring a private contractor to abide by any restriction 
that the city or county could not impose on all employers, such as paying minimum wage 
or providing paid sick leave to its employees, as a condition of bidding on a contract; 
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• requires the Division of Mental Health, Developmental Disabilities, and Substance Abuse 
Services to amend its Records Retention and Disposition Schedule Manual to provide 
that if a Medicaid service has been eliminated by the State, the provider must retain 
records for three years after the last date of the service, unless a longer period is required 
by federal law; 

• directs the Program Evaluation Division to evaluate the structure, organization, and 
operation of the various independent occupational licensing boards, and submit its 
findings and recommendations to the Joint Legislative Program Evaluation Oversight 
Committee and the Joint Legislative Administrative Procedure Oversight Committee at a 
date to be determined; 

• prohibits a city or county from enacting or enforcing an ordinance, rule, or regulation that 
requires an employer to assume financial, legal, or other responsibility for the mitigation 
of the impact of their employees' commute or transportation to or from the employer's 
workplace, which may result in the employer being subject to a fine, fee, or other 
monetary, legal, or negative consequences;  

• provides that a city or county may not enact an ordinance to regulate a field that is also 
regulated by a state or federal law enforced by an environmental agency or that regulates 
a field that is also regulated by a rule adopted by an environmental agency, unless the 
ordinance was approved by a majority of the members present and voting; 

• directs the Environmental Review Commission to study the circumstances under which 
cities and counties should be authorized to enact ordinances (1) that regulate fields 
already regulated by federal or state statute and (2) that are more stringent than state or 
federal statute or state rule, and details reporting requirements; 

 
PART III. BUSINESS AND LABOR REGULATIONS 
 

• amends the provisions regarding child care providers' criminal history checks to require 
the criminal history check of a person required to be conducted by the Department of 
Health and Human Services to be completed within 15 business days of the receipt of the 
application from the child care provider. Also provides that if the check reveals no 
criminal history, DHHS is to make a determination of the fitness of the childcare provider 
within 15 calendar days of receiving the results of the criminal background check, 
however if the check reveals that the provider has a criminal history, then DHHS has 30 
business days from the receipt of the criminal background check to make a determination 
of the fitness of the provider; 

• allows notice of cancellation, termination, or nonrenewal of a workers' compensation 
insurance or employers' liability insurance policy written in connection with a policy of 
workers' compensation insurance to also be given by any method permitted for service of 
process pursuant to Rule 4 of the North Carolina Rules of Civil Procedure; 

• provides that a principal contractor, intermediate contractor, or subcontractor who sublets 
any contract for the performance of work may not be held liable to any employee of such 
subcontractor if either (i) the subcontractor has a workers' compensation insurance policy 
in effect on the date of injury regardless of whether the principal contractor, intermediate 
contractor, or subcontractor failed to timely obtain a certificate from the subcontractor; or 
(ii) the policy expired or was cancelled prior to the date of injury provided the principal 
contractor, intermediate contractor, or subcontractor obtained a certificate at any time 
before subletting such contract to the subcontractor and was unaware of the expiration or 
cancellation; 

• allows a private, nonpublic employer in the State to provide a preference to a veteran for 
employment and to spouses of honorably discharged veterans who have a service-
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connected permanent and total disability, and provides that granting of this preference is 
not a violation of any State or local equal employment opportunity law;  

 
PART IV. ENVIRONMENTAL AND PUBLIC HEALTH REGULATIONS 
 

• requires the State Building Code to contain provisions requiring the installation of 
electrical carbon monoxide detectors at a lodging establishment, and requires lodging 
establishments to install carbon monoxide detectors in every enclosed space having a 
fossil fuel burning heater, appliance, or fireplace and in any enclosed space, including a 
sleeping room, that shares a common wall, floor, or ceiling with an enclosed space 
having a fossil fuel burning heater, appliance, or fireplace. Also directs the Building Code 
Council, DHHS, and the Commission for Public Health to jointly study the requirements 
for installing carbon monoxide detectors in lodging establishments to determine whether 
the requirements enacted by the above provision are adequate to protect the public health 
and safety of the traveling public; 

• directs the Commission for Public Health to amend and clarify its rules for the 
implementation of the prohibition on smoking in restaurants and bars no later than 
January 1, 2014; and 

 
PART V. AMEND ENVIRONMENTAL LAWS 
 

• directs the Department of Environment and Natural Resources to study whether all of the 
counties covered under the emissions testing and maintenance program are needed to 
meet and maintain the current and proposed federal ozone standards in North Carolina, 
and to report its interim findings to the Environmental Review Commission on or before 
April 1, 2015, and submit a final report, including any findings and legislative 
recommendations, on or before April 1, 2016; 

• amends CAMA minor permit notice requirements; 
• provides an exemption from the 25 acre or more size requirement for local governments 

to enter into development agreements allowing the development of properties of any size 
provided the property is subject to an executed brownfields agreement; 

• amends the definition of "built-upon area," for purposes of implementing stormwater 
programs, as impervious surface and partially impervious surface to the extent that the 
partially impervious surface does not allow water to infiltrate through the surface and into 
the subsoil. "Built-upon area" would not include a wooden slatted deck, the water area of 
a swimming pool, or gravel”; 

• allows a third party who is dissatisfied with a decision of the Environmental Management 
Commission regarding a water quality permit to file a contested case under the 
Administrative Procedure Act within 30 days after the Commission notifies the applicant 
or permittee of its decision;  

• repeals Article 4A (Vehicular Surface Areas) of the Environmental Policy Act. Article 
4A required that, “for land-disturbing activity that will result in an increase in vehicular 
surface area of one acre or more, either: (1) no more than eighty percent (80%) of the 
surface area of the vehicular surface area may be impervious surface, or (2) the 
stormwater runoff generated by the first two inches of rain that fall on at least twenty 
percent (20%) of the vehicular service area during a storm event must flow to an 
appropriately sized bioretention area that is designed in accordance with the standards 
established by the Department”; 
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• directs the Department of Environment and Natural Resources to combine the Division of 
Water Quality and the Division of Water Resources to create a new Division of Water 
Resources, and makes conforming changes; and 

• directs the Department of Environment and Natural Resources in conjunction with the 
Department of Transportation and DHHS, as well as local governments operating 
delegated permitting programs on behalf of the state departments, to study their internal 
processes for review of applications and plans submitted for approval. Areas of study and 
reporting requirements are detailed. 

 
Effective: The majority of the provisions are effective August 23, 2013. 
NOTE: The final version of this legislation did NOT include two controversial provisions that 
would have (1) provided that the rules governing the disclosure of hydraulic fracturing fluid 
chemicals must provide that the Mining and Energy Commission and DENR may review, but not 
possess or take ownership of, data and information related to chemicals used in hydraulic 
fracturing fluids that is designated as a trade secret. The Commission would have been required 
to develop rules that require public disclosure of such information that is designated as a trade 
secret through an online chemical registry; and (2) exempted the Mining and Energy 
Commission, the Environmental Management Commission, and the Commission for Public 
Health from the requirements to require to prepare fiscal notes for any rule proposed for the 
creation of a modern regulatory program for the management of oil and gas exploration and 
development activities in the State, including the use of horizontal drilling and hydraulic 
fracturing for that purpose. 
 
HOUSE BILL 82, IRC Update, updates the reference to the Internal Revenue Code as enacted 
January 1, 2013, and decouples from certain provisions of the federal American Taxpayer Relief 
Act of 2012. The legislation also makes various other changes regarding adjustments and 
deductions to federal taxable income when determining state net income, estate tax, the work 
opportunity tax credit, the earned income tax credit, and adoption tax credits. Effective: March 
13, 2013, and applies to the estates of decedents dying on or after January 1, 2012. 
Amendments to the Internal Revenue Code enacted after January 1, 2012, that increase 
North Carolina taxable income for the 2012 taxable year become effective for taxable years 
beginning on or after January 1, 2013. 
 
HOUSE BILL 146, Back to Basics, requires the State Board of Education to ensure instruction in 
cursive writing and memorization of multiplication tables as a part of the Basic Education 
Program in public schools. Effective: June 12, 2013, and applies beginning with the 2013-
2014 school year. 
 
HOUSE BILL 322, CDL Requirements/Military Experience, allows the Division of Motor 
Vehicles to waive the commercial skills test for retired or discharged members of the US Armed 
Forces who also satisfy other requirements. Effective: June 26, 2013. 
 
HOUSE BILL 345, Increase Penalties for Misuse of 911 System, makes it a Class 1 
misdemeanor for an individual who is not seeking public safety assistance, providing 911 
service, or responding to a 911 call to knowingly access or attempt to access the 911 system for a 
purpose other than an emergency communication. The legislation also amends the appointments 
to the 911 Board to include a sheriff recommended by the North Carolina Sheriffs' Association 
and a chief of police as recommended by the North Carolina Association of Chiefs of Police. 
Effective: December 1, 2013, and applies to offenses committed on or after that date. 
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HOUSE BILL 428, North Carolina School Bus Safety Act, requires a person who unlawfully 
passes a stopped school bus to be subject to (1) a Class 1 misdemeanor and a minimum fine of 
$500; (2) a Class I felony and a minimum fine of $1,250, if the person also strikes a person; or 
(3) a Class H felony and a minimum fine of $2,500, if the person strikes a person, resulting in the 
death of that person. The Division of Motor Vehicles will revoke a person’s drivers license for 
violations under this section as follows: (1) one year if a person is convicted of a second 
misdemeanor violation within a three-year period; (2) two years if a person is convicted of a 
Class I felony violation; (3) three years if a person is convicted of a Class H felony violation; and 
(4) a permanent revocation if a person is convicted of a second felony violation or a third 
misdemeanor violation within any period of time.  
 
In addition, a person whose drivers license is revoked for passing a stopped school bus will be 
disqualified from driving a commercial motor vehicle for the period of time in which the person's 
drivers license remains revoked. The legislation also encourages local boards of education to use 
the proceeds of any fines collected for these violations to purchase automated camera and video 
recording systems to install on school buses to help detect and prosecute violators. Effective: 
December 1, 2013, and applies to offenses committed on or after that date. 
 
HOUSE BILL 589, VIVA/Election Reform. This controversial legislation is better known as the 
Voter ID bill, as it includes a requirement that, beginning in 2016, voters casting a ballot in 
person must present a photo ID in order to vote. This requirement is only one of the many 
voting-law changes included in the legislation; however, and many of the other provisions are 
equally controversial, such as the end of straight-ticket balloting and same-day registration, a 
reduction in the number of early-voting days, and increasing the maximum contribution to 
campaigns. Critics of the measure say it is a thinly-veiled attempt to disenfranchise poor and 
minority participation in elections, while supporters charge that the legislation protects the 
integrity of elections and brings our voting laws into alignment with most other states’. The 
legislation makes the following changes (most notable changes are bolded):  

• requires all individuals voting in person to present photo identification (effective 
beginning in 2016). The legislation allows voters without ID to cast a provisional ballot, 
which will only be counted if the voter’s eligibility can be verified after the fact; 

• specifies the forms of acceptable photo identification (which does NOT include college 
ID's), details exceptions to the requirement, and includes provisions regarding the 
declaration of a religious objection to being photographed. A registered voter could 
obtain a special identification card without paying a fee, if he or she signs a sworn 
statement stating he or she is registered to vote, does not have other acceptable photo 
identification, and that paying the fee would present a financial hardship; 

• requires information regarding the photo identification requirement for voting in person 
to be included in the Judicial Voter Guide, and voters in elections between October 1, 
2013 and January 1, 2016, must be notified that photo identification will be needed to 
vote beginning in 2016. These voters will be advised if they have one of the forms of 
photo identification appropriate for voting, but will not be required to present such 
identification before voting; 

• codifies the rule that voters are not required to offer an excuse to receive an 
absentee ballot; 

• eliminates the ability of 16 and 17-year olds to preregister, and allows 17-years olds 
to register only if they will turn 18 by Election Day; 

• prohibits groups from  paying employees based on the number of registrations they 
obtain. Voter registration groups can still pay signature gatherers, but only by the hour or 
with a salary; 
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• eliminates “one-stop” same day registration during early voting; 
• eliminates the requirement that the state conduct a voter registration drive; 
• cuts the number of days on which early voting can occur, but requires that each 

polling place must be open the same number of hours as they were in 2010 and 2012; 
• eliminates straight-ticket voting; 
• requires the state to hold its nominating contests the Tuesday following South 

Carolina’s primary if South Carolina holds it primary before the 15th of March 
(otherwise: the first Tuesday in May). This provision has elicited strong responses from 
both political parties (including the threat of severely decreasing the state’s delegate 
totals), if it is implemented; 

• eliminates the $3 tax check-off box, which allowed voters to put money into a fund that 
went to state parties, allocated by the number of registered voters a party had;  

• ends public financing of judicial elections and Council of State elections, and directs 
the remaining fund balances be used to finance production of the Judicial Voter Guide, 
until the funds are exhausted; 

• raises contribution limits to $5000 (from $4000) per election cycle and provides for 
increases every two years based on the Consumer Price Index (CPI), rounded to the 
nearest hundred; 

• repeals the “stand by your ad” rule that required a candidate appear in his or her 
own campaign ad approving the message. A small text claim of credit, along with a 
picture of the candidate, is required in television advertising to appear for at least 2 
seconds; 

• prohibits lobbyists from bundling, delivering or possessing contributions, including 
a contribution from their clients; 

• repeals the term “election district,” which was used in previous elections to determine 
eligibility for those who voted in a precinct other than their own within the same district, 
and limits eligibility of provisional ballots to those cast in the correct precinct or a 
predetermined central location. Provisional ballots cast in any other precinct will 
not be considered valid; 

• allows a party to use unlimited donations from individuals and corporations on 
things like rent for party office space, utilities, and up to three administrative 
staffers who don’t work on political activities (such as accountants, human resource 
staffers or those who prepare and file campaign finance reports); 

• eliminates the current requirement for print media advertisements (supporting or 
opposing the nomination or election of one or more clearly identified candidates that 
is an independent expenditure, or an electioneering communication), that the 
sponsor disclose the names of the individuals or persons making the five largest 
donations to the sponsor within the six-month period prior to the purchase of the 
advertisement if those donations are required to be reported. 

Effective: January 1, 2014, except as detailed in the legislation. The Voter ID requirement 
is effective beginning in 2016. 
 
HOUSE BILL 626, Notify Law Enforcement of Towed Vehicles. This legislation as originally 
introduced would have required towers to provide a long list of information to local 911 call 
centers for EVERY vehicle towed. After meeting with the bill sponsor and other stakeholders, 
the bill was modified at the request of the Towing and Recovery Professionals of North 
Carolina. The new law requires a tower to provide information to the local law enforcement 
agency having jurisdiction by calling a designated 10-digit telephone number prior to moving the 
vehicle whenever a vehicle is towed at the request of a person other than the owner or operator of 
the vehicle. The information to be provided includes: (1) a description of the vehicle; (2) the 
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place from which the vehicle was towed; (3) the place where the vehicle will be stored; and (4) 
the contact information for the person from whom the vehicle owner may retrieve the vehicle. If 
immediate towing is necessary because the vehicle is impeding the flow of traffic or otherwise 
jeopardizing the public welfare, the notice to the local law enforcement agency may be provided 
within 30 minutes after moving the vehicle rather than prior to moving the vehicle.  
 
If a caller to the local law enforcement agency can provide a description of the vehicle and the 
place from which the vehicle was towed, then the local law enforcement agency will provide to 
the caller the place where the vehicle will be stored and contact information where the vehicle 
owner may retrieve the vehicle. The local law enforcement agency must retain this information 
for at least 30 days. This notification requirement does NOT apply to vehicles that are towed 
at the direction of a law enforcement officer or to vehicles removed from a private lot 
where signs are posted. The legislation also provides clarification that signs posted at a private 
lot must be legible, must be posted at each entrance to a lot and must wait 72 hours after posting 
the sign before the restriction can be enforced. A violation is an infraction subject to a penalty of 
not more than $100. Effective: December 1, 2013, and applies to violations committed on or 
after that date. Thanks to all members of the Towing and Recovery Professionals of North 
Carolina who contacted their legislators regarding this legislation. 
 
HOUSE BILL 649, Small Group Health Insurance Technical Changes, makes technical changes 
to the Small Employer Group Health Coverage Reform Act to mitigate the effects of the Federal 
Affordable Care Act on North Carolina's small businesses, including amending the definitions of 
"small employer" for grandfathered and non-grandfathered group health plans. The legislation 
also increases stop loss insurance options for small employers. Effective: July 25, 2013, and the 
stop loss provisions are effective October 1, 2013, and apply to all stop loss insurance 
contracts and policies issued, renewed, or amended on or after that date. 
 
HOUSE BILL 656, Forfeiture for Speeding to Elude Revisions, provides for the seizure, 
forfeiture, and sale of motor vehicles used by defendants in felony cases involving speeding to 
elude arrest. These provisions include: 

• distinguishing between seizure pursuant to an impaired driving offense and felony 
speeding to elude arrest; 

• requiring a written speeding to elude arrest acknowledgment; 
• amending the provisions regarding an innocent owner to include a motor vehicle owner 

who did not give the defendant express or implied permission to drive the vehicle, and 
the owner files a police report for unauthorized use of the motor vehicle and agrees to 
prosecute the unauthorized operator; 

• allowing a judge to determine whether the vehicle driven at the time of the offense 
becomes subject to an order of forfeiture at specified times in the legal process; 

• requiring a vehicle to become subject to an order of forfeiture if the greater weight of the 
evidence shows that the defendant is guilty of felony speeding to elude arrest; 

• allowing a defendant motor vehicle owner to apply to the clerk of superior court in the 
county where the charges are pending for pretrial release of the motor vehicle, and 
requiring the clerk to release the vehicle to the defendant owner if all towing and storage 
charges incurred as a result of the seizure and impoundment are paid and certain other 
conditions are met; 

• providing that, if the underlying offense resulting in the seizure is felony speeding to 
elude arrest and the defendant's conviction is for misdemeanor speeding to elude arrest, 
whether or not the reduced charge is by plea agreement, the defendant must pay as 
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restitution to the county board of education, the motor vehicle owner, or the lienholder 
the cost paid or owing for the towing and storage of the motor vehicle;  

• requiring the Division of Motor Vehicles, upon receipt of notice of conviction of a felony 
speeding to elude arrest offense, to revoke the registration of all motor vehicles registered 
in the convicted person's name and to not register a motor vehicle in the convicted 
person's name until his or her license is restored; and 

• requiring the convicted person to surrender the registration on all motor vehicles 
registered in his or her name to the DMV within 10 days of the date of the notice of 
revocation of registration. 

Effective: December 1, 2013, and applies to offenses committed on or after that date. 
 
HOUSE BILL 669, 2013 Appointments Bill, appoints persons to various boards and 
commissions based upon the recommendations of the President Pro Tempore of the Senate and 
the Speaker of the House of Representatives. Generally, many of these boards and commissions 
also have appointees from the Governor's office.  Effective: July 25, 2013. 
 

SPEAKER’S APPOINTMENTS 
 

• James Storie of Watauga County is appointed to the North Carolina Locksmith Licensing 
Board for a term effective January 1, 2014, and expiring on December 31, 2016. 

  
PRESIDENT PRO TEMPORE’S APPOINTMENTS 

 
• Steve Stroud of Rowan County is appointed to the North Carolina Locksmith Licensing 

Board for a term effective January 1, 2014, and expiring on December 31, 2016. 
 

HOUSE BILL 727, Alternate Procedure for Obtaining Salvage Title, allows the Division of 
Motor Vehicles to issue a salvage certificate of title to an insurance company or used car dealer 
in certain situations where the insurance company or used car dealer is unable to obtain the 
original certificate of title from the owner of the motor vehicle. The new law includes a variety 
of details and steps that must be taken to transfer the title. The Towing and Recovery 
Professionals of North Carolina are currently reviewing this law to see if there is an opportunity 
to add on to this new law to assist our members. Effective: October 1, 2013. 
 
HOUSE BILL 743, UI Laws Administrative Changes, makes a variety of technical, 
administrative, and clarifying changes to the State’s unemployment insurance laws, including: 

• increasing from 10 to 14 days from the mailing or delivery of the notice of the filing of a 
claim against the employer’s account, whichever occurs first, the time within which an 
interested employer may file a protest of the claim; 

• requiring a protest filed by an employer to a claim to contain a basis for the protest and 
supporting statement of facts; 

• providing that the protest may not be amended after the 14-day period from the mailing 
or delivery of the notice of filing of a claim has expired; 

• providing that no payment of benefits will be made by the Division to a claimant until 
one of the following occurs: (1) the employer files a timely protest to the claim; (2) the 
14-day period for filing a protest by the employer has expired; or (3) a determination 
under GS 96-15(b)(2) has been made; and 

• requiring employers that report wages for at least 25 employees to file the portion of the 
“Employer’s Quarterly Tax and Wage Report” that contains the name, social security 
number, and gross wages of each employee in an electronic format.  
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Effective: June 27, 2013. 
 
HOUSE BILL 834, Modern State Human Resources Management/RTR. This legislation, which 
makes various revisions to the statutes regarding the State Personnel System, also enacts the 
Health Care Cost Reduction and Transparency Act of 2013 to improve transparency in health 
care costs by requiring certain information on the costs of the most frequently reported 
diagnostic related groups (DRGs) for hospital inpatient care and the most common surgical 
procedures and imaging procedures provided in hospital outpatient settings and ambulatory 
surgical facilities to be made available to the public.  
 
The legislation requires the NC Department of Health and Human Services (DHHS) to provide 
public access to the most current information it receives from hospitals and ambulatory surgical 
facilities on its website in a manner that is easily understood by the public and meets minimum 
requirements. Beginning June 30, 2014, and updated quarterly, each licensed hospital must 
provide to DHHS, utilizing electronic health records software, the following information about 
the 100 most frequently reported admissions for inpatients:  

(1) the amount that will be charged to a patient for each DRG if all charges are paid in full 
without a public or private third party paying for any portion of the charges; 

(2) the average negotiated settlement on the amount that will be charged to a patient required 
to be provided; 

(3) the amount of Medicaid reimbursement for each DRG, including claims and pro rata 
supplemental payments; 

(4) the amount of Medicare reimbursement for each DRG; and 
(5) the range and the average of the amount of payment made for each DRG for the five 

largest health insurers providing payment to the hospital on behalf of insureds and 
teachers and State employees. 

A hospital must provide this information to a patient upon request, in writing, within three 
business days after receiving the request. 
 
All licensed ambulatory surgical facilities must present an itemized list of charges to all 
discharged patients, and patient bills that are not itemized must include notification to the patient 
of the right to request an itemized bill free of charge. A patient may request an itemized list of 
charges at any time within three years after the date of discharge or so long as the hospital or 
ambulatory surgical facility, a collections agency, or another assignee of the hospital or 
ambulatory surgical facility asserts the patient has an obligation to pay the bill. In addition, the 
legislation requires hospitals and ambulatory surgical facilities to establish a method for patients 
to inquire about or dispute a bill, and includes certain “reasonable collections practices” by 
which they must abide. The Commission will adopt rules to ensure that this section is properly 
implemented, and the Department may not issue or renew a license unless the applicant has 
demonstrated that these requirements are being met.  
 
The legislation also: (1) makes it unlawful for any provider of health care services to charge or 
accept payment for any health care procedure or component of any health care procedure that 
was not performed or supplied; (2) requires health care providers to provide to a patient or 
prospective patient, upon request, information on the provider's network status with a particular 
health benefit plan; and (3) requires any hospital that has an electronic health record system to 
connect to the NC Health Information Exchange and submit individual patient demographic and 
clinical data on services paid for with Medicaid fund. Effective: October 1, 2013, and applies 
to hospital and ambulatory surgical facility billings and collections practices occurring on 
or after that date. The NC HIE provision is effective January 1, 2014. 
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HOUSE BILL 937, Amend Various Firearms Laws. This legislation includes a wide variety of 
changes to North Carolina gun laws and a loosening of rules for those with concealed carry 
permits. The fate of this bill was unknown headed into the end of session, specifically because of 
a controversial provision added by the Senate which would have repealed the existing handgun 
purchase permit law (which requires any North Carolina resident to acquire a permit from the 
sheriff in the county where they reside before acquiring a handgun). This provision was opposed 
by the North Carolina Sherriff’s Association, the Governor and the House, and was not included 
in the final version. The final version of the legislation: 

• allows Concealed Handgun Permit (hereafter CHP) holders to transport their handguns in 
their motor vehicle while on all school property and store their handguns in their locked 
vehicles while parked on educational property (including public, nonpublic and 
higher/secondary education institutions); 

• allows employees of residential education institutions or higher/secondary education 
institutions to possess handguns on institutional property, in certain conditions. This 
provision applies to both public and nonpublic institutions except those nonpublic 
institutions that have adopted specific prohibitions to the contrary (the provision allowing 
CHP holders to transport firearms on educational properties summarized above would 
still apply to nonpublic institutions that have adopted such a prohibition, however); 

• removes the prohibition on CHP holders from carrying into a place where tickets are sold 
for admission; 

• amends the existing prohibition on allowing children under the age of 12 from accessing 
firearms by replacing the existing exemption (“when the child is under the supervision of 
the parent, guardian or person standing in loco parentis”) with an exemption for a child 
under the supervision of any adult, as long as they have the permission of the child’s 
parent or guardian; 

• creates an enhanced sentence for defendants who “used, displayed, or threatened to use or 
display a firearm or deadly weapon during the commission of the felony” convicted of 
Class A, B1, B2, C, D or E felonies by increasing the minimum term by 72 months, for 
Class F or G felonies by increasing the minimum term by 36 months, and Class H or I 
felonies by increasing the minimum term by 12 months; 

• creates statewide uniformity by prohibiting local governments from adopting ordinances 
that prohibit, by posting, the carrying of a concealed handgun on municipal and county 
recreational facilities that are specifically identified. In the previous law, the term 
"recreational facilities" includes only the following: a playground, an athletic field, a 
swimming pool, and an athletic facility. The new law amends this list by removing “a 
playground” and defining “athletic field,” “swimming pool” and “facility used for 
athletic events,” as well as detailing areas that are specifically not included in the 
definition of “recreational facilities”; 

• makes amendments to the reporting process of the records of individuals to the National 
Instant Criminal Background Check System (NICS). The following will require 
transmitting a record to NICS no less than 48 hours after receiving notice: 

o a determination that an individual shall be involuntarily committed to a facility for 
inpatient mental health treatment upon a finding that the individual is mentally ill 
and dangerous to self or others. 

o a determination that an individual shall be involuntarily committed to a facility for 
outpatient mental health treatment upon a finding that the individual is mentally 
ill and, based on the individual's treatment history, in need of treatment in order to 
prevent further disability or deterioration that would predictably result in danger 
to self or others. 
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o a determination that an individual shall be involuntarily committed to a facility for 
substance abuse treatment upon a finding that the individual is a substance abuser 
and dangerous to self or others; 

o a finding that an individual is not guilty by reason of insanity; 
o a finding that an individual is mentally incompetent to proceed to criminal trial; 
o a finding that an individual lacks the capacity to manage the individual's own 

affairs due to illness, incompetency, or disease; 
o a determination to grant a petition to an individual for the removal of disabilities 

pursuant to GS 122C-54.1 or other applicable federal law; 
• allows an individual over age 18 to petition for the removal of limitations arising out of 

determinations or findings that prevent the purchasing, possessing, or owning of a firearm 
upon the expiration of any commitment; 

• require that sheriffs keep confidential both the list of CGP permittees and the information 
collected in processing applications, and specifies that such information is not public 
record, but requires sheriffs make such information available to other law enforcements 
officials and requires the State Bureau of Investigation (SBI) make such information 
available to law enforcement officers statewide. The requirement to share such 
information with clerks of court on a statewide system is eliminated; 

• increases the penalty for CHP holders who carrying a concealed weapon on property with 
a posted notice of prohibition, or for carrying a concealed weapon while consuming 
alcohol, from Class 2 to Class 1 misdemeanor;  

• requires gun dealers to keep confidential records of sales, except that dealers are required 
to make the records available to all state and local law enforcement agencies upon 
request; 

• allows Concealed Handgun Permit (CHP) holders (or those exempt from the permit 
requirement) to carry firearms into a restaurant that serves alcohol; 

• exempts North Carolina district court or superior court judges, magistrates, clerks of 
court, or registers of deeds that have a CHP from prohibitions on carrying a concealed 
firearm in certain areas, including courthouses (provides that this exemption does not 
apply to assistants, deputies, or other employees of the clerk of court or register of 
deeds); 

• restricts access to the database of CHP permittees by limiting it to law enforcement 
purposes and specifies confidentiality requirements; 

• allows CHP holders to carry  firearms during a parade or funeral unless the property 
owner has posted a specific prohibition to the contrary; 

• requires sheriffs, when denying a handgun permit application, to cite the specific facts 
that led to the decision to deny the application. Requires sheriffs to maintain a list of 
permit denials (excluding identifying information) and to make such lists public. Also 
requires the clerk of superior court to transmit, within 48 hours of receipt, a record of 
judicial findings, court orders, or other factual matters relevant to the permit 
disqualification to the National Instant Criminal Background Check System (NICS); 

• reduces from 30 to 14 days the time by which a sheriff must notify an applicant of the 
decision to grant or deny the application  

• establishes and details a revocation requirement for individuals issued a permit who later 
become prohibited from purchasing or possessing a firearm, and requires sheriffs to 
review, by January 21, 2014, existing permits to determine if any are subject to 
revocation (this provision is effective when it becomes law); 

• removes the prohibition on using firearms with sound suppressing devices (silencers) 
when otherwise lawfully hunting;  
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• creates the status offense “Armed Habitual Felon” (defined as “any person who has been 
convicted of or pled guilty to one or more prior firearm-related felony offenses in any 
federal court or state court in the United States”) and details requirements for judgment, 
sentencing, exemptions and procedures. Establishes that the minimum sentence for those 
convicted of the status offense is 120 months, and that the sentence may not be suspended 
and the person is ineligible for probation; and 

• requires the Administrative Office of the Courts and each sheriff to report on the 
implementation of the requirement and the review of existing permits (respectively) to 
the Joint Legislative Oversight Committee on Justice and Public Safety.  

Effective: Except as noted, October 1, 2013. 
 
HOUSE BILL 998, Tax Simplification and Reduction Act. Tax Reform was the big issue that the 
Republicans were going to tackle this year, and Senate sponsors worked hard on their version of 
their plan and proudly released it to the public. Reaction was less than enthusiastic once it was 
clear that the plan included proposal to tax a large number of currently exempt service, as well as 
new taxes on groceries, prescription drugs and social security income. The rollout included a 
website that could be used to determine how much your individual tax burden would change. 
Contrary to claims by the plan’s sponsors, once the public and the press started looking at the 
plan it was revealed that many taxpayers would in fact pay a great deal more for taxes, especially 
those with lower incomes. The House proposed their own version of tax reform and then the 
Governor appeared to be the negotiator in the middle trying to bridge the two chambers. There 
was a great deal of pressure on all of the players as the budget was being held up since they 
needed the tax plan to determine how much revenue they would have to spend. After much 
behind the scenes debate and negotiations a plan was approved by both chambers. 
 
Despite being referred to by sponsors and supporters as a “tax reform” bill, the final version of 
this legislation is less a major reformation of the state’s system of taxation (by broadly 
expanding the number of goods and services that are subject to tax, for example), and more a 
series of tax rate cuts, loophole closures, and credit eliminations. While supporters contend that 
the legislation provides relief to all ratepayers, the legislature’s Fiscal Research Division 
prepared a chart detailing several scenarios in which ratepayers would pay between hundreds and 
thousands more per year once the plan is enacted. 
 
Regarding the most contentious issues, the legislation:  

• does NOT eliminate the deduction on mortgage interest and property tax, as a previous 
Senate version did, but includes a $20,000 cap on the mortgage interest deduction 
(compared to $15,000 the Senate version and $25,000 in the House version). 

• does include an expansion of the sales tax to include the instillation, repair or 
maintenance of durable goods. The sales tax base is slightly expanded, to include service 
contracts and certain entertainment entrance fees. 

• eliminates the estate tax. 
• eliminates the $50,000 small business tax credit established in 2011.  
• includes a cap on the sales tax rebate that can be taken by nonprofits, including large 

nonprofits like hospitals and universities; however, the cap was raised to $45 million 
(compared to $2.85 million in the latest Senate version and $100,000 in the original 
Senate version. The House version did not amend the current sales tax rebate for 
nonprofits). The $45 million cap is only expected to affect one hospital system in the 
state, but advocates for hospitals have voiced concern that the cap may be lowered in 
future years as a means to increase revenue for the state. Additionally, the Revenue Law 
Study Committee is tasked in the bill with a further review of the issue. 
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• does NOT eliminate the Corporate Income Tax (CIT), but would reduce it from the 
current 6.9% to 6% in 2014 and 5% in 2015, with the possibility (based on the state 
hitting certain established targets) of further reductions to 4% in 2016 and 3% in 2017. If 
the targets are not met, the rate will remain at 5%.  

• reduces Personal Income Tax (PIT) to a flat 5.8% rate in 2014 and 5.75% rate in 2015 
and beyond (from the current three-tier system based on income level). 

A chart containing a comparison of the legislation against the previous House and Senate 
versions of H998 is attached. Effective: The majority of the provisions are effective July 23, 
2013. 
 
HOUSE JOINT RESOLUTION 1023, Adjournment Resolution. This joint resolution adjourns 
the 2013 regular session of the General Assembly until Wednesday, May 14, 2014 (the short 
session), and limits the matters that may be considered at that time. When the regular session 
reconvenes, only the following matters may be considered: 

• bills directly and primarily affecting the State budget; 
• bills amending the State Constitution;  
• bills and resolutions introduced in 2013 and having passed third reading in 2013 in the 

house in which introduced, received in the other house, and not disposed of in the other 
house by tabling, unfavorable committee report, indefinite postponement, or failure to 
pass any reading and which do not violate the rules of the receiving house(bills that have 
made the cross-over deadline); 

• bills and resolutions implementing the recommendations of: 
o study commissions, authorities, and statutory commissions authorized or directed 

to report to the 2014 Regular Session; 
o the General Statutes Commission, the Courts Commission, or any commission 

created under Chapter 120 of the General Statutes that is authorized or directed to 
report to the General Assembly; 

o the House Ethics Committee; 
o select committees; or 
o the Joint Legislative Ethics Committee or its Advisory Subcommittee. 

• a local bill that is noncontroversial, and that the bill is approved for introduction by each 
member of the House of Representatives and the Senate whose district includes the area 
to which the bill applies; 

• selection, appointment, or confirmation of members of State boards and commissions as 
required by law; 

• any matter authorized by joint resolution passed by a two-thirds majority of the members 
of the House of Representatives present and voting and by a two-thirds majority of the 
members of the Senate present and voting; 

• a joint resolution authorizing the introduction of a bill; 
• bills primarily affecting any State or local pension or retirement system; 
• joint resolutions, House resolutions, and Senate resolutions; 
• bills: 

o revising the Senate districts and the apportionment of senators among those 
districts; 

o revising the Representative districts and the apportionment of representatives 
among those districts; 

o revising the districts for the election of members of the House of Representatives 
of the Congress of the United States and the apportionment of representatives 
among those districts; 

o bills responding to actions related to the Voting Rights Act of 1965; 
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o bills responding to actions related to litigation concerning Congressional, State 
House, or State Senate districts; 

• bills vetoed by the Governor with objections, but solely for the purpose of considering 
overriding the veto upon reconsideration of the bill. 

• bills relating to election laws; 
• bills to disapprove rules under the Administrative Procedure Act; and 
• a joint resolution adjourning the 2013 Regular Session, sine die. 

 
The resolution also allows the Speaker of the House and the President Pro Tempore of the Senate 
to authorize appropriate committees or subcommittees to meet during the interims between 
sessions to: (1) review matters related to the State budget for the 2013-2015 fiscal biennium; (2) 
prepare reports, including revised budgets; or (3) consider any other matters as the Speaker of the 
House or the President Pro Tem of the Senate deems appropriate. Since a Studies Bill was not 
approved during the long session, this authority will allow the Speaker and the President Pro 
Tem to decide what issues to study in the interim.  Effective: July 26, 2013. 
 
SENATE BILL 4, No NC Exchange/No Medicaid Expansion. This legislation was moved very 
quickly at the beginning of the session and prohibits North Carolina from expanding Medicaid 
under the Accountable Care Act and rejects Federal funds to cover the uninsured. The legislation 
also provides that North Carolina will not participate in running their own Health Care Exchange 
or partner with the Federal government in operating an exchange. The legislation includes the 
following: 

• states that the General Assembly reserves the authority to define the State's level of 
interaction, if any, with the federally facilitated Health Benefit Exchange that will operate 
in the State; 

• prohibits any State department, agency, or institution from (1) entering into any contracts 
or committing any resources for the provision of any services related to the federally 
facilitated Health Benefit Exchange under a "Partnership" Exchange model, except as 
authorized by the General Assembly, or (2) taking any actions not authorized by the 
General Assembly toward the formation of a State-run Health Benefit Exchange; 

• directs the Department of Insurance and the Department of Health and Human Services 
to cease all expenditures funded by certain federal Exchange-related grants; 

• requires the Department of Health and Human Services to ensure that the North Carolina 
Families Accessing Services through Technology (NC FAST) information technology 
system can provide Medicaid eligibility determinations for the federally facilitated Health 
Benefit Exchange that will operate in North Carolina and to provide such determinations 
for the Exchange; 

• directs DHHS to seek available 90/10 Medicaid funding for NC FAST's ability to provide 
Medicaid eligibility determinations for the federally facilitated Health Benefit Exchange, 
if (1) funds for a State match are available from existing appropriations for NC FAST, 
and (2) the total amount of State matching funds does not exceed $5 million; 

• rejects the Affordable Care Act's optional Medicaid expansion, and prohibits any 
State department, agency, or institution from attempting to expand the Medicaid 
eligibility standards unless directed to do so by the General Assembly. 

Effective: March 6, 2013. 
 
SENATE BILL 8, Increase Fine for Vehicle Removal. This legislation increases the fee for the 
unauthorized removal of vehicles from private lots, from “no more than $100” to “no less than 
$150,” in the discretion of the court. Effective: December 1, 2013. 
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SENATE BILL 11, Establish Organ Donation Month, designates the month of April of each year 
as Organ Donation Awareness/Donate Life Month in North Carolina. Effective: April 9, 2013. 
 
SENATE BILL 18, Amend Locksmith License Act/Raise Fee Ceiling. This legislation expands 
those who are required to be licensed as a locksmith and as originally introduced, would have 
prohibited a person from possessing any locksmith tools unless he or she is licensed as a 
locksmith or otherwise exempt. At the request of the Towing and Recovery Professionals of 
North Carolina, the bill was amended to remove a provision that would have only allowed our 
members to open locked vehicles for members of a motor club. The amendment returns the 
language to the current law, which provides an exception for towers who are unlocking a 
vehicle in their ordinary course of business as long as they do not advertise themselves as 
locksmiths. This provision would have been very costly for towers and we worked closely 
with the sponsors to ensure it was not included in the final version. 
 
The legislation makes the following changes:  

• maintains the current exemption for towing services or their employees, when 
providing services in the normal course of its business; 

• clarifies that every person providing locksmith services to buildings containing medical 
records, pharmaceutical records, educational records, criminal records, voting records, 
tax records, legal records, or personnel records, including any person providing locksmith 
services who is employed by or working for a school, college, university, hospital, 
company, institution, or government facility shall be licensed by the Locksmith Licensing 
Board (Board); 

• expands the definition of “locksmith services” to include “any method of bypassing a 
locking mechanism of any kind, whether in a commercial, residential, or automotive 
setting, for compensation”; 

• allows the Board to increase various fees, including the issuance and renewal of license 
from $100 to up to $300.  The Board, in its discretion, could adjust the renewal and 
reinstatement fees, if an applicant whose license has expired can show good cause to the 
Board the reason for allowing the license to expire; 

• authorizes the Board to assess the costs of disciplinary action, including attorneys' fees, 
against an applicant or licensee found to be in violation of the law or of rules adopted by 
the Board;  

• increases the penalty for violating the law from a Class 3 to a Class 1 misdemeanor for a 
first offense and Class I felony for subsequent offenses; 

• eliminates the existing exemption for taxi cab services; 
• clarifies the current exemption for automotive repair businesses by limiting the 

exemption to “when opening a vehicle to perform service on the vehicle” (current law: 
“in the normal course of business”); and 

• creates a new exemption for “a repossessing company, or its employee, when 
repossessing a vehicle”. Among the additional exemptions from the licensing 
requirement are:  

o a person or business providing any of the following services so long as the person 
or business does not represent himself, herself, or itself as a locksmith: (i) a 
towing service, or its employees, when providing services in the normal 
course of its business; (ii) an automotive repair business, or its employee, when 
opening a vehicle to perform service on the vehicle; (iii) a repossessing company, 
or its employee, while repossessing a vehicle; or  (iv) a motor vehicle dealer as 
defined in G.S. 20-286(11), or a motor club as defined in G.S. 58‑69‑1 when 
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opening automotive locks in the normal course of the dealer or club's business 
duties;  

o a member of a law enforcement agency, fire department, or other government 
agency who, when acting within the scope and course of the member's 
employment with the agency or department, opens locked doors to vehicles, 
homes, or businesses; and 

o a person while performing a locksmith service in an emergency situation without 
receiving any compensation for this service and who does not advertise those 
services. 

Effective: October 1, 2013, except the provision increasing the penalty for violations, which 
is effective December 1, 2013 and applies to offenses committed on or after that date. 
 
SENATE BILL 36, APA Technical/Clarifying Changes, makes technical, clarifying, and 
conforming changes to the Administrative Procedure Act. The legislation: 

• requires an agency to post on its website instructions on how and where to submit oral or 
written comments on the proposed rule, including a description of the procedure by 
which a person can object to a proposed rule and subject the proposed rule to legislative 
review, and to include a link to the agency’s website with this information in the notice of 
the proposed text of the rule; 

• clarifies that, when a law that authorizes an agency to adopt a rule is repealed and another 
law gives the same or another agency substantially the same authority to adopt a rule, the 
rule remains in effect until the agency with authority over the rule amends or repeals the 
rule;  

• requires the agency that adopted the rule to notify the Codifier of Rules that the rule is 
repealed; and  

• requires a petition for review of a final decision (other than a contested tax case) to be 
filed in the superior court of the county where the person aggrieved by the administrative 
decision resides.  

Effective: October 1, 2013, and applies to petitions for judicial review filed on or after that 
date. The remaining provisions are effective June 19, 2013. 
 
SENATE BILL 91, Prohibit Expunction Inquiry. This legislation, which deals with the effects of 
expunged charges or convictions, provides as follows: 

• clarifies the laws regarding administration action than may be taken by an occupational 
licensing board as a result of expunged charges or convictions  by requiring an agency to 
vacate (instead of reverse) any administrative actions taken against a person whose record 
has been expunged as a result of the charges or convictions expunged; 

• allows a person whose administrative action has been vacated by an occupational 
licensing board pursuant to an expunction order to reapply for licensure, and requires him 
or her to satisfy the board's then current education and preliminary licensing requirements 
to obtain licensure; 

• provides that these provisions do not prohibit an employer from asking a job 
applicant about criminal charges or convictions that have not been expunged and 
are part of the public record; 

• provides that no person as to whom an order of expunction has been entered will be 
guilty of perjury or otherwise giving a false statement by failing to recite or acknowledge 
an expunged arrest, apprehension, charge, indictment, information, trial, or conviction in 
response to an inquiry made of him or her for any purpose (unless made by the North 
Carolina Criminal Justice Education and Training Standards Commission or the North 
Carolina Sheriffs Education and Training Standards Commission); 
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• prohibits an employer or educational institution, in an application, interview, or 
otherwise, from: (1) requiring an applicant for employment or admission to disclose 
information concerning an arrest, criminal charge, or criminal conviction of the applicant 
that has been expunged, and (2) knowingly and willingly inquiring about an arrest, 
charge, or conviction that they know to have been expunged; 

• provides than an applicant, in answer to any question concerning any arrest or criminal 
charge that has not resulted in a conviction, does not have to include a reference to or 
information concerning arrests, charges, or convictions that have been expunged (does 
not apply to State or local law enforcement agencies authorized to obtain confidential 
information for employment purposes); 

• requires State and local government agencies, officials, and employees who request 
disclosure of information concerning an arrest, criminal charge, or criminal conviction of 
the applicant to first advise the applicant that State law allows the applicant to not refer to 
an arrest, charge, or conviction that has been expunged, and prohibits the denial of an 
application solely because of the applicant's refusal or failure to disclose information 
concerning an arrest, criminal charge, or criminal conviction that has been expunged; 

• provides an exception so that persons pursuing certification under the North Carolina 
Criminal Justice Education and Training Standards Commission or the North Carolina 
Sheriffs Education and Training Standards Commission are required to disclose any and 
all felony convictions to the certifying Commission regardless of whether or not the 
felony convictions were expunged; 

• provides that an employer found to be in violation will be issued a written warning for a 
first violation and subject to a civil penalty of up to $500 for each additional violation 
occurring after receipt of the written warning; 

• requires the Commissioner of Labor, when determining the amount of penalty, to 
consider the appropriateness of the penalty with respect to the size of the business of the 
person being charged, the gravity of the violation, the good faith of the person, and the 
record of previous violations. The Commissioner’s determination of the amount of the 
penalty is final, unless appealed under the Administrative Procedure Act; and 

• provides that this section does not create a private cause of action against an employer or 
its agents or employees, an educational institution or its agents or employees, or a State 
or local government agency, official, or employee. 

Effective: December 1, 2013. The occupations licensing board provisions are effective May 
17, 2013. 
 
SENATE BILL 156, Clarify LEC Procedure/Technical Changes, clarifies the Legislative Ethics 
Committee's investigative procedures, and makes other technical changes as recommended by 
the Legislative Ethics Committee. These changes include:  

• authorizing the Committee to begin an investigation after receiving a signed and sworn 
allegation of unethical conduct by a legislator (the previous law only allowed the 
Committee itself or the Ethics Commission to initiate a complaint);  

• requiring the Committee to immediately provide written notice to the legislator who is 
the subject of the allegation or inquiry upon the Committee’s receipt of a complaint or the 
referral of a complaint, or upon the initiation of an inquiry by the Committee;  

• requiring the Committee to begin its investigation after receiving a complaint or a referral 
of a complaint within 10 business days while the General Assembly is in Regular Session 
and within 20 business days any other time;  

• requiring the Committee to make recommendations to the chamber in which the legislator 
who is the subject of the complaint is a member without further investigation if the 
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Committee determines it does not have jurisdiction over the alleged conduct, but if true, 
the alleged conduct may be unethical; 

• allowing the Committee to extend the time for the preliminary investigation if it 
determines that it does not have sufficient information to proceed; and 

• allowing the Committee to issue a private admonishment without holding a hearing 
subject to certain requirements. 

Effective: June 19, 2013.  
 
SENATE BILL 174, Disapprove Industrial Commission Rules. This legislation disapproves 
certain rules adopted by the North Carolina Industrial Commission on September 20, 2012, and 
approved by the Rules Review Commission on October 18, 2012. These Rules covered a wide 
variety of issues dealing with Worker's Compensation cases, including Official Forms, 
Electronic Payment of Costs, Reinstatement of Compensation, Reinstatement of Compensation,  
Employer’s Obligations upon Notice, Responding to a Party's Request for Hearing, Discovery, 
Statement of Incident Leading to Claim, Medical Motions and Emergency Medical Motions, 
Depositions and Additional Hearings, Expert Witnesses and Fees, Review by Full Commission, 
Remand from the Appellate Courts, Definitions, Vocational Rehabilitation Services Return to 
Work, Document and Record Fees, Hearing Costs or Fees, Fees Set by the Commission, and 
Foreign Language Interpreters. Additional rules as adopted by the North Carolina Industrial 
Commission on September 20, 2012, and approved by the Rules Review Commission on 
November 15, 2012, that cover the following are also disapproved: Suspension of Rules, 
Interaction with Physicians, Compensation of the Mediator, and Waiver of Rules. 
 
The legislation removes the provision that requires a matter to be scheduled for a formal hearing 
on a preemptive basis if the employer or insurer contests the employee's request for 
reinstatement, and, instead, requires the form provided by the Commission for a request for 
reinstatement of compensation to contain the reasons for the proposed reinstatement (supported 
by available documentation), and inform the employer of its right to contest the reinstatement of 
compensation by filing an objection in writing within 14 days of the employee’s notice. If the 
employer or insurer contests the employee's request for reinstatement, the Commission must 
conduct an informal hearing by telephone with the parties or their counsel, or in person in 
Raleigh or other location if either party objects to conducting the hearing by telephone. The 
parties will have an opportunity to state their position and to submit documentary evidence at the 
informal hearing; however, the employee may waive the right to an informal hearing and 
proceed to the formal hearing. The Commission's decision in the informal hearing is not binding 
in the subsequent hearings. If the application for Reinstatement of Payment of Disability 
Compensation is approved or not contested, then compensation will be reinstated immediately 
and continue until further order of the Commission. The employer or employee may request a 
formal hearing on the Commission's decision, which will be a hearing de novo on the employee's 
application for reinstatement of compensation and may be scheduled by the Commission on a 
preemptive basis.  
 
The legislation also: (1) allows a party to file an expedited, emergency, or other medical motion 
with the Office of the Chief Deputy Commissioner, and provide the nonmoving party the right to 
contest the motion; (2) prohibits a party from issuing a subpoena duces tecum less than 30 days 
prior to the hearing date except with prior approval of the Commission; and (3) directs the 
Industrial Commission to study the financial and economic impact and operational burdens on all 
parties of mandating that costs and fees be submitted electronically and report its findings and 
recommendations to the 2014 Regular Session of the 2013 General Assembly. Effective: July 
18, 2013. 
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SENATE BILL 239, Amend NC Business Corporation Act, makes a variety of amendments to 
the North Carolina Business Corporation Act, including: 

• allowing the powers granted to the board of directors to be delegated, within limits 
prescribed by the board of directors, to one or more officers of the corporation unless the 
articles of incorporation or bylaws provide otherwise; 

• allowing shareholders of any class or series designated by the board of directors to 
participate in any meeting of shareholders by means of remote communication, subject to 
guidelines and procedures adopted by the board of directors. Shareholders participating in 
a shareholders' meeting by means of remote communication will be deemed present and 
able vote at such a meeting if the corporation has implemented reasonable measures to 
(1) verify that each person participating remotely is a shareholder, and (2) provide each 
shareholder participating remotely has a reasonable opportunity to participate in the 
meeting and to vote on matters submitted to the shareholders;  

• allowing a corporation to agree to submit a matter to a vote of its shareholders even if, 
after approving the matter, the board of directors determines it no longer recommends the 
matter; and 

• amending the provisions regarding the disposition of assets that do not require 
shareholder approval to include the sale, lease, exchange, or other disposition of any of 
its property, not in the usual and regular course of business, if the sale, lease, exchange, 
or other disposition is of less than all, or substantially all, of the corporation's property. 

Effective: January 1, 2014. 
 
SENATE BILL 264, Abate Nuisances/Drug Sales From Stores. This legislation provides that an 
activity sought to be abated need not be the sole purpose of the building or place in order for it to 
constitute a nuisance under G.S. 19-1 (Abatement of Nuisances). Effective: July 3, 2013, and 
applies to nuisance actions filed on or after that date. 
 
SENATE BILL 344, Vintage Auto Inspections, allows for the issuance of title by the Division of 
Motor Vehicles to the owner of out-of-state motor vehicles that are 35 model years old or older if 
the DMV License and Theft Bureau fails to complete an inspection and verification of the 
vehicle's identification number within 15 days of receiving a request for inspection and 
verification. If the inspection does not take place within 15 days (and the inspector has no 
probable cause to believe that the ownership documents or public vehicle identification number 
presented do not match the vehicle being examined), the vehicle will be deemed to have satisfied 
all inspection and verification requirements and title will be issued to the owner within 15 days. 
If an inspection and verification is timely performed and the vehicle passes the inspection and 
verification, title will issue to the owner within 15 days of the date of the inspection. Effective: 
July 23, 2013. 
 
SENATE BILL 399, Criminal Defendant May Waive Jury Trial. This legislation will amend the 
State constitution, if approved by voters in a statewide election held in November 2014, to allow 
a defendant accused of any criminal offense for which the State is not seeking a sentence of 
death in superior court to, knowingly and voluntarily, in writing or on the record in the court and 
with the consent of the trial judge, waive the right to trial by jury. If a defendant waives the right 
to trial by jury, the whole matter of law and fact will be heard and judgment given by the court. 
Effective: Only upon approval by the voters of the proposed constitutional amendment. If 
the constitutional amendment is approved by the voters, this act becomes effective 
December 1, 2014, and applies to criminal cases arraigned in superior court on or after 
that date. 
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SENATE BILL 402, Appropriations Act of 2013. The budget process this year was more 
protracted and more contentious than in either of the previous budgets authored by the 
Republican majority, and this budget reflects a more substantial shift in policy. This reflects their 
total control of state government – in 2011 and 2012, Republican leaders in the House needed a 
handful of Democratic votes to overcome then Gov. Bev Purdue’s veto; however, with expanded 
majorities in both chambers and a supportive Republican Governor standing with them, 
legislative leaders were free to craft a budget that reflects their priorities for the state. Last 
session, the major priorities for Speaker Thom Tillis and Senate President Pro Tem Phil Berger 
(compensation for victims of the state’s eugenics program, and an end to teacher tenure in public 
education, respectively) were both left out of the final budget. This was seen as a reflection of 
the deep tensions between the chambers, and between the leaders themselves. These tensions 
continued during this year’s session, with disagreements over tax reform and others issues 
playing out in the public eye, and a continuing resolution necessary to continue funding of state 
government after the end of the fiscal year on June 30th. After weeks of gamesmanship on both 
sides, compromise was reached between the chambers on a final budget, which includes both 
$10 million in funds for eugenics compensation and provisions that end teacher tenure, as well as 
a wide variety of other policy and funding shifts. Among the most notable: 
 

• An overall increase in spending of 2.5%, and a total of $20.6 billion in FY 2013-14 and 
$20.9 billion in FY 2014-15. 

• Allocates $1 million for the administration of a Voter ID requirement, which was passed 
into law this session. 

• The budget does NOT move the State Bureau of Investigation from the Attorney 
General’s Department of Justice (DOJ) to the Department of Public Safety, as proposed 
by the Senate. The budget does move the State Crime Lab from the SBI to the DOJ, 
giving Attorney General Roy Cooper direct oversight of the lab. 

• The Child Fatality Task Force, which was slated for elimination in the Senate budget, 
was not mentioned in the compromise version. 

• $10.2 million was provided for merit-based bonuses which would go to approximately 
25% of teachers. Also an end to “career status” (tenure) for public school teachers, which 
would be replaced by contracts of varying lengths (1, 2 or 4 years). 

• $10 million for an “opportunity scholarship” (voucher) program for low-income students 
to attend private schools. This issue was very controversial and crossed party lines as 
many see this as a doorway to provide vouchers to all students for private schools.  

• The budget includes provisions and funding for increased school safety, as proposed by a 
bipartisan group of legislators, as well as allowing for the creation of volunteer school 
resource officer (SRO) positions. These volunteer SROs would be former law 
enforcement or military, and would be armed and empowered to arrest, a proposal that 
has drawn criticism from anti-gun advocates and some school-safety groups. 

Effective: The majority of the provisions are effective July 1, 2013. 
 
SENATE BILL 407, Electronic Vehicle Lien/Title, directs the Division of Motor Vehicles to 
implement a statewide electronic lien system to process the notification, release, and 
maintenance of security interests and certificate of title data where a lien is notated through 
electronic means instead of paper documents. Beginning July 1, 2015, all individuals and 
lienholders who are normally engaged in the business or practice of financing motor vehicles 
must use the electronic lien system to record information concerning the perfection and release 
of a security interest in a vehicle. The DMV may conduct a pilot program of the electronic lien 
system for a period of up to 90 days prior to implementing the system statewide, and will report 
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on the status of implementing the system to the Joint Legislative Transportation Oversight 
Committee by October 1, 2013. Effective: July 23, 2013. 
 
SENATE BILL 433, Prevent Pay for Weight Exceeding Allowance, requires certain property 
hauling vehicles (agricultural products and aggregates) to be registered for the maximum weight 
allowed for the vehicle configuration if the vehicles weigh greater than certain gross weight 
limits. This provision does NOT affect the exemption for wreckers. Effective: June 12, 2013. 
 
SENATE BILL 439, Amend and Restate NC Limited Liability Company Act. This 
comprehensive legislation amends and restates the North Carolina Limited Liability Company 
Act and makes other conforming changes, including: (1) repealing NCGS 57C and enacting a 
new NCGS 57D, North Carolina Limited Liability Company Act; (2) providing that GS 57D and 
any other applicable state laws govern (i) the internal affairs of every LLC, including the 
interpretation, construction, and enforcement of operating agreements and determining the rights 
and duties of interest owners, managers, and other company officials, and (ii) any liability that 
interest owners or managers or other company officials may have for the liabilities of the LLC; 
and (3) providing that State superior courts have jurisdiction to enforce the Chapter’s provisions. 
Effective: January 1, 2014. 
 
SENATE BILL 452, Jurisdictional Amounts/Arbitration/Small Claims Court. This legislation 
increases the amount in controversy for civil actions as follows: (1) small claims court from 
$5,000 to $10,000; (2) district court from $10,000 to $25,000 or less; and (3) superior court from 
over $10,000 to over $25,000. The legislation requires mandatory court-ordered, nonbinding 
arbitration in all civil actions where claims do not exceed $25,000, unless all parties to the action 
waive arbitration. In appeals of small claims actions, the court must consider the fact that the 
arbitrator's decision was affirmed as a significant factor in favor of assessing all court costs and 
attorneys' fees associated with the case in both the original action and the two appeals, including 
the arbitration fee, against the appellant, if (i) the arbitrator finds in favor of the appellee, (ii) the 
arbitrator's decision is appealed for trial de novo, and (iii) the arbitrator's decision is affirmed on 
appeal. Effective: August 1, 2013, and applies to actions filed on or after that date. 
 
SENATE BILL 461, CDL Changes, requires the Division of Motor Vehicles to allow third-party 
commercial drivers license skills testing any day of the week, and extends the validity of a 
temporary driving certificate issued to an applicant for a commercial driver’s license to 60 days. 
Effective: July 1, 2013. 
 
SENATE BILL 465, Prohibit Use of Tax Zapper Software, makes it a Class H felony with a fine 
of up to $10,000 to knowingly sell, purchase, install, transfer, possess, use, or access any 
automated sales suppression device, zapper, or phantom-ware. An automated sales suppression 
device or zapper is defined as “a software program that falsifies the electronic records of 
electronic cash registers and other point-of-sale systems, including transaction data and 
transaction reports. The term includes the software program, any device that carries the software 
program, or an Internet link to the software program.” A person who violates this section is liable 
for all taxes, fees, penalties, and interest due the State as the result of the use of an automated 
sales suppression device, zapper, or phantom-ware, and must forfeit to the State as an additional 
penalty all profits associated with the sale or use of the device or software. Effective: December 
1, 2013, and applies to offenses committed on or after that date. 
 
SENATE BILL 473, Health Cost Transparency/Speaker and PPT Standing. This legislation was 
modified during the last few days of the legislative session with a controversial provision to 
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allow the Speaker of the House of Representatives and the President Pro Tempore of the Senate, 
as agents of the State, to jointly have standing (authority) to intervene on behalf of the General 
Assembly as a party in any judicial proceeding challenging a North Carolina statute or provision 
of the North Carolina Constitution. Previously only the Attorney General (AG) had the authority 
to defend the State and its Constitution and laws; however, there is clearly some tension between 
the Republican leadership and the Democrat AG; especially after the AG publicly criticized the 
Voter ID law (House Bill 589 summarized above) and requested that the Governor veto the 
legislation. Effective: August 23, 2013. 
 
SENATE BILL 489, Consumer Finance Act Amendments. This legislation makes a wide variety 
of amendments to the North Carolina Consumer Finance Act (Act), including: 

• increasing from $10,000 to $15,000 the lending amount that subjects a person to the 
provisions of the Act; 

• detailing acts that are not considered as being “other business” in violation of the existing 
prohibition on conducting other business in the same office as the business of making 
loans; 

• requiring any payment made on a loan to be applied first to late charges and other 
permissible charges under the Act, then to any accrued interest, and then to principal, and 
allowing any portion or all of the principal balance to be prepaid at any time without 
penalty; 

• providing that a licensee may make loans in installments not exceeding $15,000 and 
which may not be repayable in less than 12 months or more than 96 months, and setting 
new actuarial rates for the repayment of the loan as follows: 
(1) with respect to a loan not exceeding $10,000, cannot exceed 30% per annum on 

that part of the unpaid principal balance not exceeding $5,000 and cannot exceed 
24% per annum on that part of the remainder of the unpaid principal balance. 

(2) with respect to a loan exceeding $10,000, cannot exceed 18% per annum on the 
outstanding principal balance. 

• allowing a licensee to charge a late payment fee of not more than $15 for any payment 
which remains past due for 10 days or more after the due date; 

• providing that if a late payment fee has been imposed once, with respect to a particular 
late payment, no such fee can be imposed with respect to any future payment which 
would have been timely and sufficient but for the previous default; 

• removing an existing provision of the Act that allowed licensees to retain fees as a means 
of self-insuring against the loss of a security interest, though the legislation includes a 
new provision that allows licensees to collect a fee to purchase a non-filing or non-
recording insurance policy and provides what the licensees must do if they receive funds 
from such a claim; 

• providing that a licensee can collect a deferral charge and defer the due date of all or part 
of one or more installments; 

• removing language dealing with loan amounts and payback periods, maintaining existing 
language which provides for repayment of the amount loaned in substantially equal 
installments; 

• providing that an agreement between a licensee and borrower pursuant to a loan is only 
enforceable to the extent that the borrower fails to maintain contractually required 
insurance coverage; and 

• prohibiting licensees from making loans to military service members (as defined) with a 
rank of E4 of below, with detailed exceptions, and clarifying that no licensee will contact 
a military service member, or their spouse, by phone or email, for the purposes of 
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collecting on the loan, when the military service member has been deployed to a theater 
of combat.  

Effective: July 1, 2013. 
 
SENATE BILL 583, Metal Theft Statute Amendments, makes various amendments to the 
statutes that regulate secondary metals recyclers. The legislation amends the definition of card 
cash system, and defines copper as “nonferrous metals, including, but not limited to, copper 
wire, copper clad steel wire, copper pipe, copper bars, copper sheeting, copper tubing and pipe 
fittings, and insulated copper wire.”  Copper does not include brass alloys, bronze alloys, lead, 
nickel, zinc, or items not containing a significant quantity of copper. Effective: June 19, 2013. 
 
SENATE BILL 717, MV Safety Inspector/MV Licensing Law Changes. This legislation makes a 
number of changes to the Motor Vehicle Dealers’ and Manufacturers’ Licensing Law, as well as 
makes the following changes to statues regarding safety inspections license holders (NOTE: The 
legislation makes similar but not identical changes to the statutes regarding safety inspections 
and emissions inspections, see bolded notations below): 

• authorizes the DMV to stay a term of suspension for the first Type I violation by a safety 
inspection station if the station agrees to follow reasonable terms and conditions imposed 
by the DMV. Also provides that the DMV may, at its discretion, run suspensions for 
multiple violations in separate safety inspections concurrently. Clarifies the length of the 
license suspension as 180 days for a first or second Type I violation within three years; 

• authorizes the DMV to stay a term of suspension for the first Type I violation by an 
emissions inspection station if the station agrees to follow reasonable terms and 
conditions imposed by the DMV. Provides that if two or more violations occur in a single 
emissions inspection, the DMV is to take action only on the most significant violation. 
Provides that if there are multiple violations in separate emissions inspections, the DMV 
is to consider each violation as a separate occurrence and impose a separate penalty for 
each violation. Also provides that the DMV, at its discretion, to run suspensions 
concurrently. Clarifies the duration of the license suspension as 180 days for Type I 
violations. 

• makes conforming changes to the administrative and judicial review provisions 
governing safety and emissions inspection violations, to reflect the changes summarized 
above. 

• removes the following items from the list of Type I safety inspection violations: (1) be 
unable to account for five or more electronic inspection authorizations at any one time 
upon the request of an officer of the Division, and (2) transfer an electronic inspection 
authorization from one vehicle to another. 

• removes the following item from the list of Type III safety inspection violations: place 
an incorrect expiration date on an electronic inspection authorization. 

• adds to the list of Type II safety inspections violations the following: issuing a safety 
electronic inspection authorization to a vehicle that is required to have, but does not have, 
a capless fuel system; 

• removes the following items from the list of Type I emissions inspection violations: (1) 
be unable to account for five or more electronic inspection authorizations at any one time 
upon the request of an officer of the Division, and (2) transfer an electronic inspection 
authorization from one vehicle to another; and 

• adds to the list of Type II emissions inspections violations the following: (1) issuing a 
safety electronic inspection authorization to a vehicle that is required to have, but does 
not have, a capless fuel system, and (2) issuing an emissions electronic inspection 
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authorization to a vehicle with a faulty Malfunction Indicator Lamp (MIL) or to a vehicle 
that has been made inoperable. 

Effective: the provisions summarized above are effective October 1, 2013. The other 
provisions of the bill, related to the Motor Vehicle Dealers’ and Manufacturers’ Licensing 
Law, are effective July 18, 2013.  
 
 

BILLS ELIGIBLE FOR CONSIDERATION IN THE 2014 “SHORT” SESSION 
 
We have summarized legislation that was completed in 2013; however, there are many bills that 
are still pending and will be eligible during the short session which begins May 14, 2014. By the 
rules of both the House and the Senate, only bills that were approved by one chamber and are 
currently waiting to be approved by the other chamber are eligible along with some limited 
categories (See the summary of HB 1023, The Adjournment Resolution, for a full list of the bill 
types which are eligible). We have listed below some of the relevant legislation that may be 
addressed in the short session. 
 
A number of bills were introduced during the session to amend the North Carolina Constitution 
by adding referendums to the November 2014 ballot. Since Constitutional Amendments are not 
required to make the crossover deadline, these issues are all still eligible in the short session. 
Here are some of the bills filed: 

• declaring that it is State public policy that the right of persons to work shall not be denied 
because of membership or non-membership in any labor union, organization, or 
association (also known as the Right to Work amendment);  

• prohibiting the condemnation of private property except for a public use, and provide for 
the payment of just compensation with right of trial by jury in all condemnation cases; 

• limiting the terms of the Speaker of the House of Representatives and the President Pro 
Tempore of the Senate to two biennium sessions of the General Assembly; 

• restricting the limitations that may be placed on a person who holds a concealed carry 
permit; 

• limiting increases in the General Fund budget, reforming the budget process, establishing 
an Emergency Reserve Trust Fund, and amending the North Carolina Constitution to 
establish a General Fund expenditure limit (also known as the Taxpayer Bill of 
Rights/TABOR amendment); 

• providing that all State and local government public records are open to inspection and 
copying, and all State and local government meetings are open to the public (also known 
as the Sunshine Amendment); 

• allowing Justices of the Supreme Court, Judges of the Court of Appeals, and regular 
Judges of the Superior Court to be subject to an election by qualified voters as to whether 
they will be retained to serve the succeeding eight-year term of that office; 

• providing that, beginning with the general election in 2020 and every four years 
thereafter, each candidate for the office of Governor must form a joint candidacy with a 
candidate for Lieutenant Governor so that each voter will cast a single vote for Governor 
and Lieutenant Governor (also known as the Team Ticket amendment); 

• replacing the present practice of selecting justices and judges of the appellate division 
and judges of the superior court generally by gubernatorial appointment, followed by 
elections; 

• establishing an Independent Redistricting Commission to handle redistricting after the 
2020 census and thereafter; 
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• providing that when a local government condemnor is not an elected board, a majority of 
the elected boards appointing it must approve the filing of the condemnation action; and  

• authorizing the Governor to appoint the State Superintendent of Public Instruction and 
remove the Superintendent from the list of elected officials. 
 
 

BILLS NO LONGER ELIGIBLE FOR CONSIDERATON* 
 
*While these bills did not meet the crossover deadline and are technically not eligible to be heard 
during the short session, there are a number of means available to legislators to revive bills. The 
most common of these is to amend a bill that did meet crossover and is therefore eligible, by 
either inserting the desired provisions or simply replacing the content of the “vehicle” bill with 
the desired provisions. Generally speaking, such action is only taken when the provisions of the 
“new” bill have been preapproved by the relevant committee chair and/or the chamber’s 
leadership, and as such this is typically an option reserved for members of the majority. Below 
are some bills that did not meet the crossover deadline so should not be eligible for consideration 
during the 2014 short session. 
 
HOUSE BILL 34, Clarify Indecent Exposure Law, would have clarified the offense of indecent 
exposure by defining the term "private parts" as “external organs of sex and of excretion, 
including the nipple, or any portion of the areola, of the human female breast.” This bill became 
a statewide story (topless protests were held in Asheville) and was an embarrassment to the 
House leadership, who announced that the bill would not move forward. 
 
HOUSE BILL 59/SENATE BILL 194, Eliminate Safety Inspections/Emission Inspection 
Requirement. The bill would have repealed the requirement that motor vehicles registered in this 
state have an annual safety inspection. In addition, the bill would establish emissions inspection 
fee levels. This legislation has been filed the last few sessions without success, and was not 
granted a committee hearing in either chamber this session. 
 
HOUSE BILL 100/SENATE BILL 538, Healthy Families and Workplaces/Paid Sick Days, 
provided paid sick days for employees who miss work for various family obligations or domestic 
violence issues. The bill did not receive a committee hearing in either chamber. 
 
HOUSE BILL 298/SENATE BILL 365, Affordable and Reliable Energy Act, would have 
eliminated the Renewable Energy and Energy Efficiency Portfolio Standards (REPS). The House 
version of the bill was voted down in Committee with bipartisan opposition, which was notable 
due to the rarity of bills being voted down (usually a bill is only brought up for a vote, in 
committee or on the chamber floor, if the sponsors knows the votes are there to pass it). House 
sponsors attempted to revive the bill despite the vote; however, those efforts were also 
unsuccessful. 
 
HOUSE JOINT RESOLUTION 494, Rowan County Defense of Religion Act of 2013, would 
support the establishment of an official religion in North Carolina, and ignore certain federal 
court rulings. This bill created a firestorm of controversy and became an embarrassment to the 
House leadership who announced that the bill would not move forward during the session. 
 
HOUSE BILL 518, Second Amendment Protection Act, would have provided that a personal 
firearm, firearm accessory, or ammunition that is manufactured commercially or privately in 
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North Carolina and that remains exclusively within the borders of North Carolina is not subject 
to federal law, taxation, or regulation, including registration. 
 
HOUSE BILL 606, Nonpartisan Redistricting Process, would have established a nonpartisan 
redistricting process in North Carolina, starting with the 2021 redistricting. 
 
HOUSE BILL 640, Reporting of Gifts, would have repealed the ban on gifts given by lobbyists 
and lobbyist principals to legislators, legislative employees, and public servants, and replaced 
with a duty to report such gifts. To the relief of most lobbyists, the bill was not granted any 
indulgence by House leadership. 
 
 

 
- Colleen Kochanek 

TRPNC Legislative Counsel 
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Raleigh, NC 27605 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

  INDIVIDUAL INCOME TAX CHANGE 

Effective Date   Taxable years beginning on or after 

January 1, 2014 

Rates 
6%, 7%, 7.75% 

Flat rate of 5.9%, 2014 Flat Rate of 5.75%, 2014 

 

2014 – 5.8% 

2015 and thereafter – 5.75% 

 

Personal exemption 
$2,500 up to $100,000 

(MFJ), then $2,000 

Eliminate 

Same in all three versions 

Standard 

deduction 
Taxpayer is allowed the 

standard deduction 

amount or the itemized 

deduction amount 

$6,000 (MFJ); $4,400 

(H/H); $3,000 (Single, 

MFS) 

$12,000 (MFJ) 

$  9,600 (H/H) 

$  6,000 (MFS/Single) 

$15,000 (MFJ) 

$12,000 (H/H) 

$  7,500 (MFS/Single) 

$15,000 (MFJ) 

$12,000 (H/H) 

$  7,500 (MFS/Single) 

Itemized 

deductions 
Taxpayer is allowed the 

itemized deduction 

amount from the federal 

return 

Limit itemized deductions to: 

 Unlimited charitable 

contributions (same as 

claimed on federal return) 

 Mtg. interest + property taxes 

paid on real estate (not to 

exceed $25,000) 

Limit itemized deductions to: 

 Unlimited charitable  

contributions (same as claimed on 

federal return) 

 Mtg. interest + property taxes  

paid on real estate (not to exceed 

$15,000) 

Limit itemized deductions to: 

 Unlimited charitable  

contributions (same as claimed on 

federal return) 

 Mtg. interest + property taxes  

paid on real estate (not to exceed 

$20,000) 

Deduction: 

Retirement income 
($4,000 government; 

$2,000 private) 

No change Eliminate Eliminate  

Deduction: 

Severance wages 
UI benefits taxable  

Eliminate  

Same in all three versions 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

Deduction: 

$50,000 business 

income 

Eliminate, 2013 Eliminate, 2014 Eliminate, 2014 

Child credit 
$100 for AGI up to 

$100,000 (MFJ) 

AGI =/< $100K = $250 (MFJ) 

AGI > $100K = $100 (MFJ) 

No change 

 

AGI =/< $40,000 = $125 (MFJ) 

$40,000 >AGI< $100,000 = $100 

(AGI) 

Credits scheduled 

to sunset 2014 

No change; credits will sunset in 2014 as scheduled 

Same in all three versions 

Premiums paid on long-term care insurance, earned income refundable tax credit, adoption expenses 

Credits with no 

sunset 

Retain all credits except the 

non-itemizer charitable 

contribution credit 

 

Eliminate all credits except child 

credit 

Eliminate all but the child credit 

Credits for child care, permanent and 

total disability, property taxes paid on 

farm machinery, education expenses, 

non-itemizer charitable contributions 

CORPORATE INCOME TAX CHANGES 

Effective Date   Taxable years beginning on or after 

January 1, 2014 

Rate 
6.9% 

2014 – 6.5% 

2015 – 6.35% 

2016 – 6.2% 

2017 – 5.6% 

Thereafter – 5.4% 

 2014 – 6.4% 

2015 – 5% 

2016 – 4% 

2017 – 2% 

2018 – Eliminate 

2014 – 6% 

2015 – 5% 

2016 and 2017 – trigger tax rate, 

possible reduction in 2016 to 4% and 

possible reduction in 2017 to 3% if 

target reached both years; if target 

reached one year, rate would be 4%; if 

target not reached each year, rate 

would remain at 5% 

Credit – low-

income housing 
Scheduled to sunset 

2015 

Limit to tier 1 and 2 

Remove sunset 

 

Limit to tier 1 and 2 

Phase it down 25% a year until it is 

eliminated in 2018 

No change 

Revenue Laws Study Committee  
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

CIT & PIT credits 

without a sunset  

No change Eliminate, 2014 Eliminate 

Credits for construction of dwelling 

units for handicapped, certain real 

property donations, conservation 

tillage equipment, gleaned crop, 

construction of poultry composting 

facility 

Remaining CIT & 

PIT credits with 

sunsets 

No change 

Allow to sunset as scheduled 

No change 

Allow to sunset as scheduled 

Extend R&D credit for 2 years (2016) 

Allow all others to sunset as scheduled 

 2014 – Credits for NC State Ports 

Authority charges, recycling oyster 

shells, constructing renewable fuel 

facilities, biodiesel producers, 

WOTC, interactive digital media, 

Article 3 

 2015 – Credits for film production, 

low-income housing, historic 

rehabilitation, mill rehabilitation 

 2016 – Investing in renewable 

energy, donating money to a 

nonprofit or governmental entity to 

invest in renewable energy 

 2018 – Manufacturing cigarettes 

for exportation 

 2038 – Intermodal RR facilities 

CIT credits without 

a sunset 

No change CIT eliminated in 2018 Eliminate 2 credits: Certain telephone 

subscriber fees and savings and loan 

supervisory fee 

No change to credit for investing in 

major recycling facility 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

BUSINESS PRIVILEGE TAX (NEW) 

New in Senate 

Version 

N/A Impose flat tax on business entities 

in lieu of franchise tax 

Not included 

FRANCHISE TAX CHANGES 

Rate 
$1.50 per $1000 

Lowers rate to $1.35 per 

$1,000, effective 2015 

Reduce rate over three years to 

$0.75 

No change to current law 

Revenue Laws Study Committee 

Gross receipts 

franchise tax on 

electricity 

Eliminate, include it in the sales tax base 

July 1, 2014 

Same in all three versions 

Annual report fee No change Eliminate, 2015 No change; do not eliminate 

PRIVILEGE TAX CHANGES 

Amusements, 

movies 

Eliminate, include in the sales tax  base 

Same in all three versions 

SALES TAX CHANGES 

State Rate = 4.75% No change 

Same in all three plans 

Local Rate = 2% 
Optional ¼ cent 

No change 

Same in all three versions 

Tax rate: 

manufactured 

home 
2%, $300 maximum 

No change State general rate; not in local base 

July 1, 2014 

State general rate; not in local base 

January 1, 2014 

Tax rate: modular 

homes 
2.5% 

No change State general rate; not in local base 

July 1, 2014 

State general rate; not in local base 

January 1, 2014 

Tax rate: 

Electricity 
 3%  

 Plus 3% GR 

franchise tax 

Repeal 3% franchise tax on electricity; require Utilities Commission to adjust rate accordingly 

Tax electricity at the combined general rate of 7% 

July 1, 2014 

Retain current exemptions for farmers, eligible internet datacenter, and manufacturing 

Same in all three versions 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

Add – service 

contracts 

Yes 

Same in all three versions (changed effective date from July 1, 2014) 

January 1, 2014 

Exempt if item for which service contract provided is exempt (except motor vehicles); exempt items used to 

fulfill service contract 

Add – alteration, 

repair, 

maintenance, 

installation 

Yes 

July 1, 2014 

Exempt if to an item exempt 

from tax 

No No 

Add - amusements 

from privilege 

gross receipts 

franchise tax 

Yes 

Same in all three versions (changed effective date from October 1, 2013) 

January 1, 2014 

 

Add – attractions 

for which 

admission charged 

Yes 

October 1, 2013 

Yes 

July 1, 2014 

Yes 

January 1, 2014 

Amusement 

exemptions 

14 5 5 

Add – piped 

natural gas 
Propane taxed at 

State and local sales 

tax rate 

Repeal excise tax on piped natural gas 

Tax piped natural gas at combined general rate of 7% 

July 1, 2014 

Same in all three versions 

Exemptions 

Eliminated 

Nutritional supplements sold 

by chiropractors; sales tax 

holiday for energy star 

products 

Nutritional supplements sold by 

chiropractors; newspapers; penny 

vending machine sales; 50% of 

sales from vending machines; meals 

sold in higher educational 

institutions; certain bakery items; 

both sales tax holidays  

January 1, 2014 – nutritional 

supplements sold by chiropractors, 

meals sold in higher educational 

facilities, newspapers 

July 1, 2014 – certain bakery items, 

sales tax holidays for school items and 

energy star products 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

Farm Exemptions 

 

No change Annual gross income requirement 

of $10,000 

July 1, 2014 

Annual gross income requirement of 

$10,000  

July 1, 2014 

Refunds: 

Local governments 

No change Eliminate No change 

Refunds:  

Nonprofits 

No change Cap refunds: 

2014-15 - $10.5 million (State and 

local) 

2015-16 - $7 million (State and 

local) 

2016-17 - $5 (State and local) 

2017-18 - $2.85 (State and local) 

Cap refund at $45 million (State and 

local) 

 

Revenue Laws Study Committee 

Refunds: 

Various  

No change Phased elimination over four years No change 

Revenue Laws Study Committee 

Refunds – existing 

sunset of 2014 
 

No change No change, except as follows: 

 Passenger air carrier moved to 

phased elimination of refund  

 Motorsports extended 6 months, 

until July 1, 2014 

No change, except as follows: 

 Two-year extension of passenger air 

carrier (2016) 

 Two-year extension of motorsports 

(2016) 

Revenue Laws Study Committee 

EXCISE TAX CHANGES 

Excise tax on piped 

natural gas 

Eliminate, include in the sales tax base 

July 1, 2014 

Same in all three versions 

Excise tax on 

motor fuel 
Tax rate rose from 37.5 

cents/gallon on July 1, 

2013, to 37.6 cents 

 

 

N/A Cap for two years at 38.5 cents, 

beginning September 1, 2013 – until 

June 30, 2015 

 

Cap for two years at 37.5 cents, 

beginning October 1, 2013 – until June 

30, 2015 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

LOCAL GOVERNMENT DISTRIBUTIONS 

CIT earmark for 

Public School Fund 

Eliminate 

Same in all three versions (No funds applied since 2008) 

Gross receipts tax 

on electricity 

distributed to cities 

Formula to preserve local 

distribution 

Re-calculate formula every 5 

years,  beginning 2020 

Formula to preserve local 

distribution; 

Does not provide for re-calculation 

every 5 years 

Formula to preserve local distribution 

Re-calculate formula every 5 years,  

beginning 2020 

Excise tax on piped 

natural gas 

distributed to cities 

Formula to preserve local distribution 

Same in all three versions 

Earmarking 20% 

of sales tax from 

modular homes to 

counties 

No change Eliminate 

 

Eliminate 

ESTATE TAX 

Tax Levy Eliminate, 2013 

Same in both Senate versions, and in HB 101 

TOBACCO DISCOUNTS 

2% discount to 

taxpayers of 

cigarettes and OTP 

No change 

 

 

Eliminate No change 

REVENUE LAWS STUDY (NEW) 

Revenue Law 

Study 
 The 1$%/$80 privilege tax that applies to mill machinery and on other machinery and equipment purchased 

by certain industries and companies. 

 The feasibility of a preferential tax rate on diesel fuel sold to railroads, fuel sold to passenger air carriers, 

and fuel sold to motorsports. 

 The authority of cities and counties to impose a privilege tax on businesses and the various State privilege 

license taxes. 

 The impact of the elimination of the State and local sales and use tax refund on nonprofit entities and their 
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 HB 998, 3rd Edition 

(House) 

H998, 6th Edition 

(Senate) 

 

Proposed Conference Committee 

Substitute 

ability to fulfill their stated mission. 

 The benefits of allowing corporations to deduct NOLs instead of NELs.  

 The simplification of the franchise tax base calculation and the elimination of the franchise tax. 

 The feasibility of expanding the sales tax base to additional services.  

 Application of corporate income tax rate trigger 

 Low-income housing tax credit 

  TOTAL PLAN 

 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 

Total GF Revenues  

Forecast 

 ($ billions) 

20.47 21.39 22.31 23.27 24.27 

House Version 

3rd Edition 
20.46 21.03 21.92 22.80 23.69 

Difference from 

Forecast  

($ millions)
1
 

(4.7) (353.4) (383.2) (461.1) (570.9) 

Senate Version 

6th Edition 
20.29 20.90 21.55 22.28 23.31 

Difference from 

Forecast 

($ millions) 

(174.1) (492.8) (759.6) (988.8) (955.5) 

Proposed 

Conference 

Committee 

Substitute 

20.38 20.95 21.66 22.64 23.62 

Difference from 

Forecast 

($ millions) 

(86.6) (437.8) (644.6) (623.5) (649.8) 

                                                           
1
 This item includes the estate tax repeal in HB 101.  


