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Legislative Summary: The 2013 Session Overview

There was a great deal of speculation as the General Assembly convened in January to begin the 
2013 Session that the more conservative orientation of the legislature would produce a strong 
interest in  
revamping the state’s retirement system along the lines of private sector defined contribution 
pension plans. As the session progressed, it became evident that the attention of state legislators 
was focused on a wide range of issues that did not include changes to the retirement systems. In fact, 
the General Assembly demonstrated continuing commitment to the state’s existing defined benefit 
retirement systems by fully funding the systems as had been recommended by the state’s actuary, 
by the Board of Trustees of the Retirement System, and by Governor McCrory in his proposed budget.

Governor McCrory’s budget proposal also included a 1% raise for active employees and a 1% COLA 
for state retirees. Unfortunately, the raise and the COLA were not included in the final budget adopted 
by the General Assembly. Estimates of the state’s share of Medicaid costs for the 2014-16 biennium 
rose steadily during the budget deliberations and eventually absorbed most of the funds originally 
intended for pay raises and COLAs.

Most of the legislation sponsored this year by the Department of State Treasurer was supported 
by the various organizations representing active and retired governmental employees. However, 
one of the Treasurer’s bills drew nearly unanimous opposition from the stakeholder groups, including 
NCRGEA. The provisions in House Bill 381 calling for the State Treasurer to develop a retirement 
system that would give new state employees a choice of the traditional defined benefit retirement 
system or a defined contribution plan were seen as the first steps to dismantling the state’s 
commitment to the defined benefit system.

Both governmental and private sector retirees were surprised in April when the Senate unveiled a 
tax reform proposal that would have imposed state income taxes on Social Security income. 
Historically, North Carolina is one of thirty-six states that do not tax Social Security. Vigorous opposition 
from virtually every group representing older adults, including our Association, convinced the General 
Assembly to delete the provisions that applied state taxes to Social Security. The final version of the 
Tax Simplification and Reduction Act does, however, eliminate a number of deductions from the state 
income tax code, including the $4,000 deduction previously allowed to retired governmental employees.



New Laws of Interest

The General Assembly enacted a number of bills that are significant for retirees and older adults 
during the 2013 Session. Following is a summary of the bills that have been signed into law by the 
Governor.

Senate Bill 140: Financial Exploitation of Older Adults 
(Primary Sponsor- Sen. Bingham)

Session Law 2013 – 337

Currently, G.S. 14-122.2 provides that it is unlawful for a person who is trusted by an elder or disabled 
adult or who has a business relationship with an elder or disabled adult to knowingly use or try to use 
an elder adult’s funds, assets, or property with the intent to temporarily or permanently deprive the elder 
adult or disabled adult of the use, benefit, or possession of the funds, assets, or property. G.S. 14-
122.2(d) makes it a Class F felony if the assets, funds or property are valued at $100,000 or more, a 
Class G felony if the assets are valued at $20,000 or more but less than $100,000, and a Class H felony if 
the assets are valued at less than $20,000.

G.S. 14-122.2(c) provides that it is illegal for any person, who knows or should know that an elder adult or 
disabled adult lacks the capacity to consent, to obtain or use their funds, assets, or property with the 
intent to deprive the adult or benefit someone other than the elder or disabled adult, of the use of the 
funds, assets, or property. A violation is a Class G felony if the funds, assets, or property involved is 
valued at $100,000 or more, a Class H felony if the assets are valued at $20,000 or more but less than 
$100,000 and a Class I felony if the assets are valued at less than $20,000.

Senate Bill 140 expands the definition of elder adult by stating that an elder adult is a “person 60 years of 
age or older” and removing any additional requirements. This bill also amends the offense in G.S. 14-
112.2(c) to declare that it is unlawful for a person to knowingly, by deception or intimidation, obtain or use 
an elder or disabled adult’s funds, assets or property for use by someone other than the elder adult or 
disabled adult. This bill also expands the scope of the existing offense by removing the requirement that 
the person violating the statute “knows or reasonably should know that an elder adult or disabled adult lacks 
the capacity to consent.” The overall effect of the bill is to expand the scope of the existing offenses.

House Bill 161: Mandatory Retirement Age for Magistrates 
(Session Law 2013-277)

The new law sets the mandatory retirement age for magistrates at the same mandatory retirement age 
for justices and judges of the General Court of Justice. The current mandatory retirement age is 72 years. 
This provision becomes effective for magistrates’ terms of office beginning on and after January 1, 2015.

House Bill 232: State Health Plan Statutory Changes (Session Law 2013-234)

The amendments make a number of technical and conforming changes to the State Health Plan statutes. 
The most important of these that pertain to retired teachers and state employees are summarized below.

  •  Limits changes in coverage and the addition or deletion of spouses and dependents to periods of 
     regular open enrollment unless there is a “qualifying event” as defined in Federal law.
  •  Exempts the State Health Plan from the requirement to charge interest and penalties to members for
     late payment of premiums or amounts due on claims.

House Bill 357: Retirement Governance Changes Act of 2013 (Session Law 2013-284)



This session law clarifies the authority of the Supplemental Retirement Board of Trustees, provides
immunity from liability for members of this Board, and gives this Board the oversight of the NC School 
Teachers’ and Professional Educators’ Investment Plan. The bill also gives the Board of Trustees of 
the Teachers’ and State Employees’ Retirement System oversight of the Legislative Retirement System 
and the North Carolina National Guard Pension Fund.

House Bill 391: Volunteer Service in Retirement (Session Law 2013-291)

This law amends the section of the existing state statutes governing the Teachers and State Employees 
Retirement System (TSERS) that requires a six-month separation from service before a retiree can re-
turn to work in any capacity with an employer that participates in TSERS. The amendment provides an 
exception for retirees to serve as a member of a board of trustees for a community college or a member 
of the board of any of the branches of the University of North Carolina, or as an unpaid bona fide 
volunteer Guardian Ad Litem with the state’s Guardian Ad Litem Program.  These amendments became 
effective July 1, 2013.

House Bill 891: Exploitation of Seniors/Freeze Defendant’s Assets (Session Law 2013-203)

This bill authorizes the district attorney to petition the court to freeze the assets of a defendant charged 
with the financial exploitation of an elder adult or a disabled adult. Also, the bill establishes a procedure 
to petition for the freezing or seizure of assets involved in the violation of G.S. 14-112.2. The term “Elder 
Adult” is defined in the existing statute as follows: A person 60 years of age or older who is not able to 
provide for the social, medical, psychiatric, psychological, financial, or legal services necessary to 
safeguard the person’s rights and resources and to maintain the person’s physical and mental well-being.

Bills Awaiting Governor’s Signature

The bills listed below were passed in the closing days of the session. They have been sent to the 
Governor and await his signature. Governor McCrory is expected to sign these measures into law within 
the next few days.

House Bill 359: Retirement Administrative Changes Act of 2013

This bill proposes several important changes to the state retirement systems as described below.

• The transfer benefit option that is available to state and local retirees who have 401(k) and 457 plans is
   extended to retired educators who participate in the NC Public School Teachers’ and Professional 
   Educators Investment Plan (403b Plan).

• The bill clarifies the timing of the Social Security offset for Long-Term Disability Benefits.

• The bill would establish a Qualified Excess Benefits Arrangement (QEBA) effective January 1, 2014 to
   comply with section 415(b) of the Internal Revenue Service Code which limits pension benefits of certain
   highly.

This bill was sent to the Governor on July 25th.

Senate Bill 558: Treasurer’s Investments

This bill gives the State Treasurer greater flexibility in the choice of investment instruments for the assets 
of the state and local governmental retirement systems.  The purpose is to allow further diversification of 
the investment portfolios for the retirement systems.



The bill modifies the separate percentage limitations on five categories of investments and establishes 
a group percentage limit. The investment categories generally are referred to as alternative and 
include: various trusts including real estate trusts; securities, including asset-backed securities; limited 
liability vehicles; and inflation-linked bonds, timberlands, and commodities. The percentage of the 
assets of the retirement systems that may be invested collectively in these categories is increased 
from 34% to 40% of retirement system assets. Furthermore, the Treasurer may not invest more than 
15% of retirement system assets in any one category of the alternative investments. The bill also 
requires the State Treasurer to include information in the regular quarterly investment reports describing 
how increases of 3% or more in the market value of any of the alternative investments complies with 
the statutory duties of the Treasurer as fiduciary for the retirement systems..

Senate Bill 558 was presented to the Governor on July 29th.

Bills Remaining in Committee

Several bills of interest that we monitored during this session were not approved. However, these bills 
may be eligible for consideration when the General Assembly reconvenes on May 14, 2014.

House Bill 12: Increase Retirement Age for Judges  
(Primary Sponsor – Rep. Daughtry)

This bill would increase the mandatory retirement age for Judges and Justices of the general Court of 
Justice from the current age seventy-two (72) to age seventy five (75).

HB 12 remains in the Committee on Judiciary.

Senate Bill 49: Director of AOC Retirement Option (Primary Sponsor-Sen. Bingham)

This bill would allow the incoming Director of the Administrative Office of the Courts to participate in either 
the Consolidated Judicial Retirement System or the Teachers’ and State Employees’ Retirement System.

The bill remained in the Committee on Pensions, Retirement, and Aging at the end of the session.

House Bill 96: Equal Tax Treatment of Governmental Retiree Benefits 
(Primary Sponsors – Reps. Cleveland and Boles)

This bill would extend the exemption of North Carolina state, local and Federal pensions received by state 
residents from the state individual income tax to retirees who vested with five years of service after 
August of 1989. The exemption would be phased in over the next nine years in three-year 
increments as follows.-

Taxpayer Vested on or Before:         State Income Tax Exemption Starts:

August 1992                                                   In 2013
August 1995                                                    In 2014  
August 1998                                                    In 2015
August 2001                                                    In 2016 
August 2004                                                    In 2017 
August 2007                                                    In 2018 
August 2010                                                    In 2019 
August 2013                                                    In 2020 
August 2016                                                    In 2021



House Bill 96 remained in the House Committee on Finance at the end of this session. An identical Senate 
bill (SB 246) remains in the Senate Committee on Pensions and Retirement & Aging.

House Bill 381: Retirement Fiscal integrity Act of 2013 
(Primary Sponsor-Rep. Collins)

This bill proposes several significant changes affecting state and local retirement systems that are 
presented below.

The State Treasurer is directed to develop a proposal for an optional retirement plan by May 1, 2014 for 
consideration by the General Assembly. This optional plan would allow employees to choose to participate 
in either the traditional defined benefit pension plan (Teachers’ and State Employees’ Retirement 
System- TSERS) or in a defined contribution plan. Presumably, this “choice” system would apply only to 
newly hired teachers and state employees.

  •  The bill authorizes the Retirement Systems Division to conduct fraud investigations of suspected
      cases of salary “spiking” for the purpose of inflating the retirement benefits. In cases where “spiking” 
      is found, pension benefits would be reduced.

  •  The vesting period for employees participating in TSERS would be reduced to five years of service. The
      General Assembly increased the TSERS vesting period to 10 years in 2011.

HB 381 remains in the House Committee on State Personnel. Please note that our Association opposes 
the provisions of HB 381 that would establish a dual retirement system (the “choice” system).

House Bill 865: Expand Property Tax Homestead Exclusion 
(Primary Sponsors – Reps. Foushee and Insko)

This bill proposes a number of changes to the procedure for calculating the appraised value of 
residences eligible for the homestead exclusion and would increase the income eligibility limit. 
Effective July 1, 2013, the income limit for eligible individual homeowners would increase from $25,000 
to $30,900. The income limit for married couples applying for the property tax homestead exemption 
would be $61,800. In order to be eligible for the property tax exclusion, applicant homeowners must have 
income below these thresholds and be age 65 or older or totally disabled.

House Bill 865 remains in the Committee on Finance.

Members Make the Difference

Our successes during this session, especially the effort to keep Social Security income exempt from state 
income taxes, underscore the vital importance of having a well informed and active membership engaged 
in the legislative process. Your calls and e-mails with your members of the General 
Assembly really made all the difference. Our thanks to you!

This is our last regular Legislative Report of the 2013 Session. We will send special report as the need 
arises so, stay tuned.


