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Short Title: Tax Technical Changes/Secrecy. (Public)
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February 15, 1993

A BILL TO BE ENTITLED
AN ACT TO MAKE TECHNICAL AND CONFORMING CHANGES TO THE
REVENUE LAWS AND TO CLARIFY AND MODIFY THE TAX SECRECY
PROVISION.
The General Assembly of North Carolina enacts:
Section 1. Section 7 of Chapter 1007 of the 1991 Session Laws is repealed.
Sec. 2. G.S. 105-113.82(e) reads as rewritten:

"(e) Population Estimates. — To determine the population of a city or county for
purposes of the distribution required by this section, the Secretary shall use the most
recent annual estimate of population certified by the State Budget-Planning Officer."

Sec. 3. G.S. 105-23(b), as amended by Chapter 362 and Chapter 371 of the
1993 Session Laws, reads as rewritten:

"(b) Exception. — An inheritance tax return is not required to be filed for an estate
that meets all of the following conditions:

(1)  Its beneficiaries are all either Class A beneficiaries, as described in
G.S. 105-4(a), or the surviving spouse.

(2)  Its gross value, including the value of transfers over which the
decedent retained an interest and the value of gifts made within three
years before the decedent's death, as provided in G.S. 105-2(a)(3), is

less than twe-hundred-fifty-theusand-doHars($250,000)-four hundred fifty
thousand dollars ($450,000).
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Sec. 4. G.S. 105-125 reads as rewritten:
"8 105-125. GCorporations-not-mentioned-Exempt

(a)  Exemptions. — The following corporations are exempt from the taxes levied
by this Article. Upon request of the Secretary, an exempt corporation must establish its
claim for exemption in writing:

(1) A charitable, religious, fraternal, benevolent, scientific, or educational
corporation not operated for profit.
(2)  An insurance company subject to tax under Article 8B of this Chapter.

Page 2 SENATE BILL 155 version 3
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(b)
business in North Carolina that which—n-the-opinion—-ofthe-Seeretary-of Revenue-of North

e [

E

A mutual ditch or irrigation association, a mutual or cooperative
telephone association or company, a mutual canning association, a
cooperative breeding association, or a similar corporation of a purely
local character deriving receipts solely from assessments, dues, or fees
collected from members for the sole purpose of meeting expenses.

A cooperative _marketing association that operates solely for the
purpose of marketing the products of members or other farmers and
returns to the members and farmers the proceeds of sales, less the
association's necessary operating expenses, including interest and
dividends on capital stock, on the basis of the quantity of product
furnished by them. The association's operations may include activities
directly related to these marketing activities.

A production credit association organized under the federal Farm
Credit Act of 1933.

A club organized and operated exclusively for pleasure, recreation, or
other nonprofit purposes, a civic league operated exclusively for the
promotion of social welfare, a business league, or a board of trade.

A chamber of commerce or merchants' association not organized for
profit, no part of the net earnings of which inures to the benefit of a
private stockholder, an individual, or another corporation.

An organization, such as a condominium association, a homeowners'
association, or a cooperative housing corporation not organized for
profit, the membership of which is limited to the owners or occupants
of residential units in the condominium, housing development, or
cooperative housing corporation. To qualify for the exemption, the
organization must be operated exclusively for the management,
operation, preservation, maintenance, or landscaping of the residential
units owned by the organization or its members or of the common
areas and facilities that are contiguous to the residential units and
owned by the organization or by its members. To qualify for the
exemption, no part of the net earnings of the organization may inure,
other than through the performance of related services for the members
of the organization, to the benefit of any person.

Except as otherwise provided by law., an organization exempt from
federal income tax under the Code.

Certain Investment Compames — A Provided,—that—any—corporation doing
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Carelina-qualifies as a 'regulated investment company' under section 851 of the Code or
as a 'real estate mvestment trust' under th%pfe%eﬂs—e#sectlon 856 of the Code and
which W : : ton—elects for federal
income tax purposes to be treated as a 'regulated 1nvestment company' or as a 'real estate
investment trust,' shalb-may, in determining its basis for franchise tax-be-alowed-to-tax,
deduct the aggregate market value of its investments in the stocks, bonds, debentures, or
other securities or evidences of debt of other corporations, partnerships, individuals,
municipalities, governmental ageneies-agencies, or governments."
Sec. 5. G.S. 105-114(a) reads as rewritten:

"(a) Nature of Taxes. The taxes levied in this Article upon persons and
partnerships are for the privilege of engaging in business or doing the act named. The
taxes levied in this Article upon corporations are privilege or excise taxes levied upon:

(1)  Corporations organized under the laws of this State for the existence of
the corporate rights and privileges granted by their charters, and the
enjoyment, under the protection of the laws of this State, of the
powers, rights, privileges and immunities derived from the State by the
form of such existence; and

(2)  Corporations not organized under the laws of this State for doing
business in this State and for the benefit and protection which such
corporations receive from the government and laws of this State in
doing business in this State.

If the corporation is organized under the laws of this State, the payment of the taxes
levied by this Article shall be a condition precedent to the right to continue in such form
of organization; and if the corporation is not organized under the laws of this State,
payment of these taxes shall be a condition precedent to the right to continue to engage
in doing business in this State. The taxes levied in this Article or schedule shall be for
the fiscal year of the State in which the taxes become due; except that the taxes levied in
G.S. 105-122 shall be for the income year of the corporation in which the taxes become
due.

G.S. 105-122 does not apply to street transportation systems taxed under G.S. 105-
120.1 or holding companies taxed under G.S. 105-120.2. G.S. 105-122 applies to a
corporation taxed under another section of this Article only to the extent the taxes levied
on the corporation in G.S. 105-122 exceed the taxes levied on the corporation in other
sections of this Article."

Sec. 6. G.S. 105-127 is amended by adding at the end a new subsection to

read:

"(f) After the end of the income year in which a domestic corporation is dissolved
pursuant to Article 14 of Chapter 55 of the General Statutes, the corporation is no longer
subject to the tax levied in this Article unless the Secretary of Revenue finds that the
corporation has engaged in business activities in this State not appropriate to winding up
and liquidating its business and affairs."

Sec. 7. G.S. 105-130.40(c), as amended by Section 1 of Chapter 45 of the
1993 Session Laws, reads as rewritten:

Page 4 SENATE BILL 155 version 3
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"(c) County Designation. — A severely distressed county is a county designated as
severely distressed by the Secretary of Commerce. Each year, on or before December
31, the Secretary of Commerce shall designate which counties are considered severely
distressed, and shall provide that information to the Secretary of Revenue. A county is
considered severely distressed if its distress factor is one of the fifty highest in the State.
The Secretary shall assign to each county in the State a distress factor that is the sum of
the following:

(1)  The county's rank in a ranking of counties by rate of unemployment

from lowest to highest.

(2)  The county's rank in a ranking of counties by per capita income from

highest to lowest.

(3)  The county's rank in a ranking of counties by percentage growth in

population from lowest to highest.

In measuring rates of unemployment and per capita income, the Secretary shall use
the latest available data published by a State or federal agency generally recognized as
having expertise concerning the data. In measuring population growth, the Secretary
shall use the most recent estimates of population certified by the State Budget-Planning
Officer. A designation as a severely distressed county is effective only for the calendar
year following the designation."

Sec. 8. G.S. 105-131.2(a) reads as rewritten:

"(a) Adjustment. The pro rata share of each shareholder in the income attributable
to the State of an S Corporation shall be subjeetto-the-adjustments-adjusted as provided in
G.S. 105-130.5. The pro rata share of each resident shareholder in the income not
attributable to the State of an S Corporation shall be subjeet-to-the-adjustmentsprovidedin
G-S105-134-6(b)and(e)-adjusted as provided in G.S. 105-134.6(b), (¢), and (d)."

Sec. 9. G.S. 105-134.6, as amended by Chapter 12 of the 1993 Session Laws,
reads as rewritten:

"8 105-134.6. Adjustments to taxable income.
(@) S Corporations. — The pro rata share of each shareholder in the income
attributable to the State of an S Corporation shall be adjusted as provided in G.S. 105-
130.5. The pro rata share of each resident shareholder in the income not attributable to
the State of an S Corporation shall be subject to the adjustments provided in subsections
byand-(e)(b), (), and (d) of this section.
(b) Deductions. — The following deductions from taxable income shall be
made in calculating North Carolina taxable income, to the extent each item is included
in gress-taxable income:
(1)  Interest upon the obligations of (i) the United States or its possessions,
(11) this State or a political subdivision of this State, or (ii1) a nonprofit
educational institution organized or chartered under the laws of this
State.

(2)  Interest upon obligations and gain from the disposition of obligations
to the extent the interest or gain is exempt from tax under the laws of
this State.

SENATE BILL 155 version 3 Page 5
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3)
4)
)
(6)

(7

Benefits received under Title II of the Social Security Act and amounts
received from retirement annuities or pensions paid under the
provisions of the Railroad Retirement Act of 1937.

Repealed by Session Laws 1989 (Reg. Sess., 1990), c. 1002, s. 2.
Refunds of state, local, and foreign income taxes included in the
taxpayer's gross income.

a. An amount, not to exceed four thousand dollars ($4,000), equal to
the sum of the amount calculated in subparagraph b. plus the amount
calculated in subparagraph c.

b.

The amount calculated in this subparagraph is the amount
received during the taxable year from one or more state, local,
or federal government retirement plans.

The amount calculated in this subparagraph is the amount
received during the taxable year from one or more retirement
plans other than state, local, or federal government retirement
plans, not to exceed a total of two thousand dollars ($2,000) in
any taxable year.

In the case of a married couple filing a joint return where both
spouses received retirement benefits during the taxable year, the
maximum dollar amounts provided in this subdivision for
various types of retirement benefits apply separately to each
spouse's benefits.

71 il Lutab] . = .
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(®)

oo | he 1 e ] |
deduction—alowed—by—this—subdivistenr—Recodified as G.S. 105-

¥ o deductionto.d | > i ! ¥
is-Divisi —Recodified as G.S. 105-134.6(d)(2).

Income that 1s (1) earned or received by an enrolled member of a
federally recognized Indian tribe and (11) derived from activities on a
federally recognized Indian reservation while the member resides on
the reservation. Income from intangibles having a situs on the
reservation and retirement income associated with activities on the
reservation are considered income derived from activities on the
reservation.

(c)  Additions. — The following additions to taxable income shall be made in
calculating North Carolina taxable income, to the extent each item is not included in
gross-taxable income:

(1
)

3)

4

)

Interest upon the obligations of states, other than this State, and their
political subdivisions.

Any amount allowed as a deduction from gross income under the Code
that is taxed under the Code by a separate tax other than the tax
imposed in section 1 of the Code.

Any amount deducted from gross income under section 164 of the
Code as state, local, or foreign income tax to the extent that the
taxpayer's total itemized deductions deducted under the Code for the
taxable year exceed the standard deduction allowable to the taxpayer
under the Code reduced by the amount by which the taxpayer's
allowable standard deduction has been increased under section
63(c)(4) of the Code.

The amount by which the taxpayer's standard deduction has been
increased for inflation under section 63(c)(4)(A) of the Code and the
amount by which the taxpayer's personal exemptions have been
increased for inflation under section 151(d)(4) of the Code. For the
purpose of this subdivision, if the taxpayer's personal exemptions have
been reduced by the applicable percentage under section 151(d)(3) of
the Code, the amount by which the personal exemptions have been
increased for inflation is also reduced by the applicable percentage.
The fair market value, up to a maximum of one hundred thousand
dollars ($100,000), of the donated property interest for which the
taxpayer claims a credit for the taxable year under G.S. 105-151.12
and the market price of the gleaned crop for which the taxpayer claims
a credit for the taxable year under G.S. 105-151.14.

SENATE BILL 155 version 3 Page 7
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(d)  Other Adjustments. — The following adjustments to taxable income shall be

made in calculating North Carolina taxable income:

@8]

The amount of inheritance tax attributable to an item of income in
respect of a decedent required to be included in gross income under the
Code, adjusted as provided in G.S. 105-134.5, 105-134.6, and 105-
134.7, may be deducted in the year the item of income is included.
The amount of inheritance tax attributable to an item of income in
respect of a decedent is (i) the amount by which the inheritance tax
paid under Article 1 of this Chapter on property transferred to a
beneficiary by a decedent exceeds the amount of inheritance tax that
would have been payable by the beneficiary if the item of income in
respect of a decedent had not been included in the property transferred
to the beneficiary by the decedent, (i1) multiplied by a fraction, the
numerator of which is the amount required to be included in gross
income for the taxable year under the Code, adjusted as provided in
G.S. 105-134.5, 105-134.6, and 105-134.7, and the denominator of
which is the total amount of income in respect of a decedent
transferred to the beneficiary by the decedent. For an estate or trust,
the deduction allowed by this subdivision shall be computed by
excluding from the gross income of the estate or trust the portion, if
any, of the items of income in respect of a decedent that are properly
paid, credited, or to be distributed to the beneficiaries during the
taxable year.

The Secretary of Revenue may provide to a beneficiary of an item

of income in respect of a decedent any information contained on an
inheritance tax return that the beneficiary needs to compute the
deduction allowed by this subdivision.
The taxpayer may deduct the amount by which the taxpayer's
deductions allowed under the Code were reduced, and the amount of
the taxpayer's deductions that were not allowed, because the taxpayer
elected a federal tax credit in lieu of a deduction. This deduction is
allowed only to the extent that a similar credit is not allowed by this
Division for the amount."

Sec. 10. G.S. 105-134.7(a)(5) reads as rewritten:

"(5)

The-amount-of any-1f the taxpayer has a net operating loss for a taxable
year beginning on or after January 1, 1989, that part of the loss that is
carried back to and deducted in a taxable year beginning before
January 1, 1989, pursuant to section 172 of the Code may be deducted
from taxable income in the taxable year following the taxable year for
which the loss occurred."

Sec. 11. G.S. 105-151.17(¢c), as amended by Section 2 of Chapter 45 of the

1993 Session Laws, reads as rewritten:
"(c) County Designation. — A severely distressed county is a county designated as
severely distressed by the Secretary of Commerce. Each year, on or before December

Page 8
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31, the Secretary of Commerce shall designate which counties are considered severely
distressed, and shall provide that information to the Secretary of Revenue. A county is
considered severely distressed if its distress factor is one of the fifty highest in the State.
The Secretary shall assign to each county in the State a distress factor that is the sum of
the following:
(1)  The county's rank in a ranking of counties by rate of unemployment
from lowest to highest.
(2)  The county's rank in a ranking of counties by per capita income from
highest to lowest.
(3)  The county's rank in a ranking of counties by percentage growth in
population from lowest to highest.

In measuring rates of unemployment and per capita income, the Secretary shall use
the latest available data published by a State or federal agency generally recognized as
having expertise concerning the data. In measuring population growth, the Secretary
shall use the most recent estimates of population certified by the State Budget-Planning
Officer. A designation as a severely distressed county is effective only for the calendar
year following the designation."

Sec. 12. G.S. 105-163.013(d), as amended by Senate Bill 1141, Chapter
of the 1993 Session Laws, reads as rewritten:

"(d) Application Forms; Rules; Fees. — Applications for registration, renewal of
registration, and reinstatement of registration under this section shall be in the form
required by the Secretary of State. The Secretary may, by rule, require applicants to
furnish supporting information in addition to the information required by subsections
(a), (b), and (c) of this section. The Secretary may adopt rules in accordance with
Chapter 150B of the General Statutes that are needed to carry out the Secretary's
responsibilities under this Division. The Secretary shall prepare blank forms for the
applications and shall distribute them throughout the State and furnish them on request.
Each application shall be signed by the owners of the business or, in the case of a
corporation, by its president, vice-president, treasurer, or secretary. There shall be
annexed to the application the affirmation of the person making the application in the
following form: 'Under penalties prescribed by law, I certify and affirm that to the best
of my knowledge and belief this application is true and complete.’! A person who
submits a false application is guilty of a misdemeanor and is punishable as provided in
G.S. 14-3.

The fee for filing an application for registration under this section shall be one
hundred dollars ($100.00). The fee for filing an application for renewal of registration
under this section shall be fifty dollars ($50.00). The fee for filing an application for
reinstatement of registration under this section shall be fifty dollars ($50.00).

An application for renewal of registration under this section shall indicate whether
the applicant is a minority business-enterprise-business, as defined in G.S. 143-128, and
shall include a report of the number of jobs the business created during the preceding
year that are attributable to investments that qualify under this section for a tax credit
and the average wages paid by each job. An application that does not contain this

SENATE BILL 155 version 3 Page 9
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information is incomplete and the applicant's registration may not be renewed until the
information is provided."

Sec. 13. G.S. 105-187.19 reads as rewritten:
"§ 105-187.19. Use of tax proceeds.

The Secretary shall distribute the taxes collected under this Article, less the cost of
collecting the taxes, in accordance with this section. The Secretary shall retain the cost
of collection as reimbursement to the Department of Revenue.

Each quarter, the Secretary shall credit ten percent (10%) of the net tax proceeds to
the Solid Waste Management Trust Fund and shall distribute ninety percent (90%) of
the net tax proceeds among the counties on a per capita basis according to the most
recent annual population estimates certified to the Secretary by the Office-of State Budget
and-Management—State Planning Officer. A county may use funds distributed to it under
this section only as provided in G.S. 130A-309.54."

Sec. 14. G.S. 105-266.1(c) reads as rewritten:

"(c) Within 90 days after notification of the Secretary's decision with respect to a
demand for refund of any tax or additional tax under this section-any-taxpayer-aggrieved
thereby,—in—teu—section, an aggrieved taxpayer may, instead of petitioning for
administrative review by the Tax Review Board under G.S. 1052444 ;-may-105-241.2
bring a civil action against the Secretary ef Revenue—for recovery of the alleged
everpayment-overpayment. If the alleged overpayment is more than two hundred dollars
($200.00), the taxpayer may bring the action either in the Superior Court of Wake
Geuﬁty——Coung or in the super10r court of the county in which the taxpayer residesif the

rerpayment—e : ar resides; if the alleged
overpavment is two hundred dollars ($2OO 00) or less the taxpayer may bring the action
in any State court of competent jurisdiction in Wake County. If upon trial it shatt-be-is
determined that there has been any-an overpayment of tax or additional tax, judgment

shall be rendered therefor, with interest, and the same-shall-be-refunded-by-the-State—State

shall refund the amount due."

Sec. 15. G.S. 105-269.3 reads as rewritten:
"8 105-269.3. Administration—and-enforcement-Enforcement of Subchapter V and
fuel mspectlon fee

mspee&en—fees%%ed%md%@h&pte&@—e#ﬂ&%@e&eml—&a&ﬁes—The State H1ghway

Patrol and law enforcement officers and other appropriate personnel in the Division of
Motor Vehicles of the Department of Transportation may assist the Department of
Revenue in enforcing Subchapter V of this Chapter and Article 3 of Chapter 119 of the
General Statutes. The State Highway Patrol and law enforcement officers of the
Division of Motor Vehicles have the power of peace officers in matters concerning the
enforcement of Subchapter V of this Chapter and Article 3 of Chapter 119 of the
General Statutes."
Sec. 16. G.S. 105-277A(e) reads as rewritten:

"(e) Population Estimates. — In making the per capita calculations under this

section, the Secretary shall use the most recent annual population estimates certified by

the State Budget-Planning Officer."
Page 10 SENATE BILL 155 version 3
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Sec. 17. G.S. 105-285(b) reads as rewritten:

"(b) Personal Property; General Rule. — Except as otherwise provided in subseetion
teybelows-this Chapter, the value, ownership, and place of taxation of personal property,
both tangible and intangible, shall be determined annually as of January 1."

Sec. 18. Effective on and after January 1, 1993, G.S. 105-330.1, as amended,
reads as rewritten:
"8 105-330.1. Classification of motor vehicles.
(a)  Classification. — All motor vehieles;—exeept{Hmetor—vehicles—exemptfrom
o1 101NN N a 0 1

5
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anuactired O d and

O 0 )

b

105-335,are-hereby-vehicles other than the motor vehicles listed in subsection (b) of
this section are designated a special class of property under authority of Article V, Sec.
2(2) of the North Carolina Constitution. Classified motor vehicles shall be listed and
assessed as provided in this Article and taxes on classified motor vehicles shall be
collected as provided in this Article.

(b) Exceptions. — The following motor vehicles are not classified under
subsection (a) of this section:

(1)  Motor vehicles exempt from registration pursuant to G.S. 20-51.

(2) Manufactured homes, mobile classrooms, and mobile offices.

(3)  Semitrailers or trailers registered on a multiyear basis.

(4) Motor vehicles owned or leased by a public service company and
appraised under G.S. 105-335.

(5)  'U-drive-it' passenger vehicles registered under G.S. 20-87(2)."

Sec. 19. G.S. 105-395(c) reads as rewritten:

"(c) It 1s the intent of the General Assembly to make the provisions of this
Subchapter (being-G-S—105-29+H105-27H-through-105-3954nelusive)-uniformly applicable
throughout the State, and to assure this objective all laws and clauses of laws, including
private and local aets(exeept-acts, other than local acts relating to the selection of tax
coHeetors);—collectors, in conflict with the-provisions-ef-this Subchapter shal-as-of July15
1971 be-and-are hereby-repealed—repealed effective July 1, 1971. As used in this section,
the term 'local acts' means any acts of the General Assembly that apply to one or more
counties by name, to one or more municipalities by name, or to all municipalities within
one or more named counties."

Sec. 20. G.S. 105-441(a) reads as rewritten:
"(a) Acts. — Any distributor who commits one or more of the following acts is
guilty of a misdemeanor:
(1)  Fails to obtain a license required by this Article.
(2)  Willfully fails to make a report required by this Article.
(3)  Willfully fails to pay a tax when due under this Article.
(4) Makes a false statement in an application, a report, or a statement
required under this Article.
(5)  Fails to keep records as required under this Article.

SENATE BILL 155 version 3 Page 11
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(6)  Refuses to allow the Secretary of Revenue or a representative of the
Secretary of Revenue to examine the distributor's books and records
concerning motor fuel.
(7)  Fails to disclose the correct amount of motor fuel sold or used in this
State.
(8)  Fails to file a replacement bond or an additional bond as required
under this Article.
On conviction, a distributor shall be fined not less than one hundred dollars
($100.00) and not more than five thousand dollars ($5,000) or, in the case of an
individual or the officer or employee charged with the duty of making a report for a
corporation, imprisoned not exceeding 24 months, or both."
Sec. 21. G.S. 105-449.34(a), as amended by Section 1 of Chapter 140 of the
1993 Session Laws, reads as rewritten:

"(a) General Misdemeanors. — A person who commits one or more of
the following acts is guilty of a misdemeanor and is punishable as provided in G.S. 14-
3:

(1)  Fails to obtain a license required by this Article.

(2)  Willfully fails to make a report required by this Article.

(3)  Willfully fails to pay a tax when due under this Article.

(4) Makes a false statement in an application, a report, or a statement
required under this Article.

(5)  Fails to keep records as required under this Article.

(6)  Refuses to allow the Secretary or a representative of the Secretary to
examine the licensee's books and records concerning fuel.

(7)  Fails to disclose the correct amount of fuel sold or used in this State.

(8)  Fails to file a replacement bond or an additional bond as required

under this Article."
Sec 22. G S 105- 466(d) reads as rewritten:

R%Upon adoptlon of a resolutlon levvmg the tax, the board of county
commissioners shall immediately deliver a certified copy of the resolution to the
Secretary, accompanied by a certified statement from the county board of elections, if
applicable, settlng forth the results of any special election approvmg the tax in the

receipt of these documents the Secretarv shall collect and admlmster the tax as

provided in this Article."
Sec. 23. G.S. 105-469 reads as rewritten:

"8 105-469. Collectionand-administration-of local sales-and-use-tax:authorization
to-promulgaterules-and-regulations—Secretary to collect and administer

local sales and use tax.

Page 12 SENATE BILL 155 version 3
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collect and adm1n1ster th%loeal—sales—anel—us%taaennposed—by—a—ta*}ng—a tax levied by a
county pursuant to %h%p;mm—e#ﬂ%ﬁ&el&and%haﬂ—b&eharged—waﬂ%&dm%of

Sec. 24. G.S. 105-472 reads as rewritten:
"§ 105-472. Disposition and distribution of taxes collected.

(a)  County Allocation. — The Secretary shall, on a quarterly basis, allocate to
each taxing county for which the Secretary collects the tax the net proceeds of the tax
collected in that county under this Article. For the purpose of this section, 'net proceeds'
means the gross proceeds of the tax collected in each county under this Article less
taxes refunded, the cost to the State of collecting and administering the tax in the county
as determined by the Secretary, and other deductions that may be charged to the county.
If the Secretary collects local sales or use taxes in a month and the taxes cannot be
1dentified as being attributable to a particular taxing county, the Secretary shall allocate
the taxes among the taxing counties in proportion to the amount of taxes collected in
each county under this Article during that month and shall include them in the quarterly
distribution.

(b)  Distribution Between Counties and Cities. — The Secretary shall divide the
amount allocated to each taxing county among the county and its municipalities in
accordance with the method determmed by the county The board of county
comm1ss1oners shall i 1 levying the ctermine that the ne Ce 10

é&smbu!eed—m—aeeefdaneeﬂaerew%h—bv resolutlon choose one of the followmg methods of
distribution:

(1)  Per Capita Method. —Fhe-ameount-distributable-to-a-taxingcounty-and
therein-shall-be-determmed-upon-the followang-basis-The net proceeds

of the tax collected in a taxing county shall be distributed to that taxing
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)

county and to the municipalities therein—upen-in the county on a per
capita basis according to the total population of the taxing county, plus
the total population of the municipalities in the county. In the case of a
municipality located in more than one county, only that part of its
population living in the taxing county is considered its 'total

populatlon %hePem—pfewéed—hewever—ﬂ%a{—te%al—pepi&aﬁeﬂ—ef—a

purpose—the—Seeretary-of Revenue-In order to make the distribution,

the Secretary shall determine a per capita figure by dividing the ret

s of I I lor_thi elo for_ ’
guarter—withina-amount allocated to each taxing county by the total

population of that taxing—county plus the total population of all
munlclpahtles therem—ln the county aeeefémg—te—th%mest—lﬁeeen{

mul—ﬁ-pheé—The Secretarv shall then multmlv th1s per camta ﬁgure by
the population of the taxing county and by the population of each

fespeetw%mumclpahty thefem—aeeefdﬂ&g—te—th%mest—feeent—&nm}al

S%a%%Bad-get—Qﬁﬁeer—&nd—m the countv, each respectlve product shall

be the amount to be distributed to each—taxing-the county and to each
municipality theretnr—in the county. To determine the population of
each county and each municipality, the Secretary shall use the most
recent annual estimate of population certified by the State Planning

Officer. FheState Budget-Ottieershalannually-cause to-be-prepared
and-shall-certify-to-the Seerctary-of Revenue such-reasonably-aceurate
may-bepractieably-developedor

Ad Valorem Method. — The net proceeds of the tax collected in a
taxing county shall be divided-between-the-distributed to that county and
the municipalities therein—in the county in proportion to the total
amount of ad valorem taxes levied by each on property having a tax
situs in the taxing county during the fiscal year next preceding sueh-the
distribution. For purposes of this section, the amount of the ad
valorem taxes levied by sueh-a county or municipality shatbinelude-any
includes ad valorem taxes levied by sueh-the county or municipality in
behalf of a taxing district er—distriets—and collected by the county or
municipality. In addition, the amount of taxes levied by a county shalt
inelude—any—includes ad valorem taxes levied by a merged school
administrative unit described in G.S. 115C-513 in the part of the unit
located in the county. In computing the amount of tax proceeds to be
distributed to any-eeunty-er-cach county and municipality, the amount
of any ad valorem taxes levied but not substantially collected shall be

SENATE BILL 155 version 3



1993 GENERAL ASSEMBLY OF NORTH CAROLINA

1 ignored. Each county and municipality receiving a distributable-share-of
2 the-sates-and-use-distribution of the proceeds of the tax levied under this
3 Article shall in turn immediately share the proceeds with any-distriet-or
4 distriets—each district in behalf of which the county or municipality
5 levied ad valorem taxes in the proportion that the district levy bears to
6 the total levy of the county or municipality. Any county or
7 municipality whieh-that fails to provide the Department of Revenue
8 with information concerning ad valorem taxes levied by that-ceunty—or
9 munieipaltity—1t adequate to permit a timely determination of the—its
10 appropriate share efthat-county-or-munieipality-of tax proceeds collected
11 under this Article may be excluded by the Secretary from each
12 quarterly distribution with respect to which sueh-the information was
13 not provided in a timely manner, and sueh-those tax proceeds shall then
14 be distributed only to the gevernmental-unit-or—units—-whese—information
15 was-provided-in-a-timely-manner—remaining counties or municipalities,
16 as appropriate. For the purpose of computing the distribution of the
17 tax under this subsection to any county and the municipalities located
18 therein-in the county for any quarter with respect to which the property
19 Valuatlon of a pubhc service company is the subJect of an appeal

20 s hinery

21 ef—fedePaJ—Law—and the Department of Revenue is restralned by opemt}en

22 of-law er-by-aecourt-of competentjurisdiction—from certifying sueh-the

23 valuation to the county and the municipalities therein;-in the county, the

24 Department shall use the last property valuation of sueh-the public

25 service company wh+eh—that has been so—eeftrﬁed—m—efder—te—detemnneﬂ&e

26 ; ; : : ,

27

28

29

30

31

32

33

34 3 3 § as-aboy

35 The board of county commissioners in each taxmg county shall, by resolution

36 adopted during the month of April of each year, determine which of the two foregoing
37 methods of distribution shall be in effect in the county during the next succeeding fiscal
38 year. In order for sueh-the resolution to be effective, a certified copy thereef-of it must
39 be delivered to the Secretary ef Revenue-athis-office-in Raleigh within 15 calendar days
40 after its adoption. If the board fails to adopt amy—a resolution er—if-itfails—te—adept
41 choosing a method of distribution not then in effect in the county, or if a certified copy
42  of the resolution is not timely delivered to the Secretary, the method of distribution then
43  in effect in the county shall continue in effect for the following fiscal year. The method
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of distribution in effect on the first of July of each fiscal year shall apply to every
distribution made during that fiscal year.

(¢)  Municipality Defined. — As used in this Article, the term "'municipality’' means
'city' as defined in G.S. 153A-1."

Sec. 25. G.S. 105-482 reads as rewritten:
"§ 105-482. Limitations.
This Article applies only to counties that levy one percent (1%) sales and use taxes
under Article 39 of this Chapter or under Chapter 1096 of the 1967 Session Laws-and-de
N e ne_h nercan o/ o a ] o a nde Article 4 h1 hanto

Laws."
Sec. 26. G.S. 105-483 reads as rewritten:
"8 105-483. Levy and collection of additional taxes.

Any county subject to this Article may levy one-half percent (1/2%) local sales and
use taxes in addition to any other State and local sales and use taxes levied pursuant to
law. Except as provided in this Article, the adoption, levy, collection, distribution,
administration, and repeal of these additional taxes shall be in accordance with Article
39 of this Chapter. In applying the provisions of Article 39 of this Chapter to this
Artlcle references to 'thrs Artlcle mean Artlcle 40 of Ghapter—l—@é—thls Chapter AH

by—a—ta*mg—ee&nty—The exemptlon for bulldlng materrals in G S 105 468 1 does not
apply to taxes levied under this Article."

Sec. 27. G.S. 105-498 reads as rewritten:
"8 105-498. Levy and collection of additional taxes.

Any county subject to this Article may levy one-half percent (1/2%) local sales and
use taxes in addition to any other State and local sales and use taxes levied pursuant to
law. Except as provided in this Article, the adoption, levy, collection, distribution,
administration, and repeal of these additional taxes shall be in accordance with Article
39 of this Chapter. In applying the provisions of Article 39 of this Chapter to this
Artlcle references to 'thrs Artlcle mean Art1cle 42 of Gh&p%eH@é—thls Chapter A

by—a—ta*l-n-g—eeimt—yL—The exemptlon for burldlng materrals n G S 105 468 1 does not
apply to taxes levied under this Article."
Sec. 28. G.S. 160A-623(h) reads as rewritten:

"(h) Tax Srtus %&faekﬂ%&kth%ee&r%sted—b%ew&e&&né%%@é—%ﬂ

s%t&s—wrth%n—thﬁerrﬁeﬂalj'ﬁrisdéeﬁeﬁ—ef—&r&&&ﬂ&e%The tax situs of a motor Vehicle

for the purpose of this section is its ad valorem tax situs. If the vehicle is exempt from
ad valorem tax, its tax situs for the purpose of this section is the ad valorem tax situs it
would have if it were not exempt from ad valorem tax."

Sec. 29. The caption to G.S. 105-449.16 reads as rewritten:

"§ 105-449.16. Levy of tax—tax and application of tax preceeds—and-exemptionfor

nonanhydrous-ethanek-proceeds."
Sec. 30. G.S. 105-434(c) is repealed.
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Sec. 31. G.S. 105-259 reads as rewritten:
"§ 105 259. Secrecy required of off|C|aIs penalty for violation.
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(a)  Definitions. — The following definitions apply in this section:

(@8]

2

Employee or officer. — The term includes a former emplovyee, a former
officer, and a current or former member of a State board or
commission.

Tax information. — Any information from any source concerning the
liability of a taxpaver for a tax, as defined in G.S. 105-228.90. The
term includes the following:

a. Information contained on a tax return, a tax report, or an
application for a license for which a tax is imposed.
b. Information obtained through an audit of a taxpayer or by

correspondence with a taxpayer.

Information on whether a taxpayer has filed a tax return or a tax
report.

A list or other compilation of the names, addresses, social
security numbers, or similar information concerning taxpayers.
The term does not include (1) statistics classified so that information
about specific taxpayers cannot be identified or (ii) information
submitted to the Business License Information Office of the
Department of Secretary of State on a master application form for
various business licenses.

|©

(b) Disclosure Prohibited. — An officer, an employee, or an agent of the State

who has access to tax information in the course of service to or employment by the State

may not disclose the information to any other person unless the disclosure is made for

one of the following purposes:

A
2

3)

(4)

(&)

To comply with a court order or a law.

Review by the Attorney General or a representative of the Attorney
General.

Review by a tax official of another state or the Internal Revenue
Commissioner of the United States to aid the state or the
Commissioner in collecting a tax imposed by this State, the other state,
or the United States if the laws of the other state or the United States
allow the state or the United States to provide similar tax information
to a representative of this State.

To provide a governmental agency or an officer of an organized
association of taxpayers with a list of taxpayers who have paid a
privilege license tax under Article 2 of this Chapter.

To furnish to the chair of a board of county commissioners information
on the county sales and use tax.
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(6)
(@]

(10)

To sort, process, or deliver tax information on behalf of the
Department of Revenue.

To exchange information with the Division of Motor Vehicles of the
Department of Transportation when the information is needed to fulfill
a_duty imposed on the Department of Revenue or the Division of
Motor Vehicles.

To furnish to the Department of State Treasurer, upon request, the
name, address, and account and identification numbers of a taxpayer
who may be entitled to property held in the Escheat Fund.

To furnish to the Employment Security Commission the name,
address, and account and identification numbers of a taxpayer when
the information is requested by the Commission in order to fulfill a
duty imposed under Article 2 of Chapter 96 of the General Statutes.
Review by the State Auditor to the extent authorized in G.S. 147-64.7.

(11)

To give a spouse who elects to file a joint tax return a copy of the

(12)

return or information contained on the return.
To contract with a financial institution for the receipt of withheld

(13)

income tax payments under G.S. 105-163.6 or for the transmittal of
payments by electronic funds transfer.
To furnish the Fiscal Research Division of the General Assembly,

(14)

upon request, a sample, suitable in character, composition, and size for
statistical analyses, of tax returns or other tax information from which
taxpayers' names and identification numbers have been removed.

To exchange information concerning a tax imposed by Subchapter V

(15)

of this Chapter with the Standards Division of the Department of
Agriculture when the information is needed to administer the Gasoline
and Oil Inspection Act, Article 3 of Chapter 119 of the General
Statutes.

To exchange information concerning a tax imposed by Articles 2A,

(16)

2B, 2C, or 2D of this Chapter with one of the following agencies when
the information is needed to fulfill a duty imposed on the agency:

The North Carolina Alcoholic Beverage Control Commission.
The Division of Alcohol Law Enforcement of the Department
of Crime Control and Public Safety.

The Bureau of Alcohol, Tobacco, and Firearms of the United
States Treasury Department.

To furnish to the Department of Secretary of State the name, address,

|5 [

|©

(17)

and account and identification numbers of a corporation liable for
corporate income or franchise taxes to enable the Secretary of State to
notify the corporation of the annual report filing requirement or that its
articles of incorporation or its certificate of authority has been

suspended.
To inform the Business License Information Office of the Department

of Secretary of State of the status of an application for a license for
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which a tax is imposed and of any information needed to process the
application.

(18) To furnish to the Office of the State Controller the name, address, and
account and identification numbers of a taxpayer upon request to
enable the State Controller to verify statewide vendor files or track
debtors of the State.

(¢)  Punishment. — A person who violates this section is guilty of a misdemeanor
and may be fined not less than two hundred dollars ($200.00) nor more than one
thousand dollars ($1,000), imprisoned for up to two years, or both. If the person
committing the violation is an officer or employee, that person shall be dismissed from
public office or public employment and may not hold any public office or public
employment in this State for five years after the violation."

Sec. 32. G.S. 75-28 reads as rewritten:

"§ 75-28. Unauthorized disclosure of tax information; violation a misdemeanor.

Except in accordance with proper judicial order, or as otherwise provided by law, it
shall be unlawful for any person, firm or corporation employed or engaged to prepare,
or who or which prepares or undertakes to prepare, for any other person or taxpayer any
tax form, report or return, to disclose, divulge or make known in any manner or use for
any purpose or in any manner other than in the preparation of such form, report or
return, without the express consent of the taxpayer or person for whom the form or
return is prepared, the name or address of the taxpayer or such other person, the amount
of income, income tax or other taxes, or any other information shown on or included in
such form, report or return, or any information which may be or may have been
furnished by the taxpayer or such other person to the preparer of such form, report or
return or to the person ﬁrm or corporation so employed or engaged

person, books, papers, records or other data in accordance with the authority provided in
G.S. 105-258.

Any person, firm or corporation, or any officer, agent, clerk, employee, or former
officer or employee, of any firm or corporation engaged or formerly engaged in the
preparation of tax forms, reports or returns for others, whether acting for himself or as
agent for such corporation, who or which shall violate the provisions of this section
shall be guilty of a misdemeanor and shall be fined or imprisoned in the discretion of
the court."

Sec. 33. Article 7 of Chapter 153A of the General Statutes is amended by
adding a new section to read:
"8 153A-148.1. Disclosure of certain information prohibited.

(a)  Disclosure Prohibited. — Notwithstanding Chapter 132 of the General Statutes
or any other law regarding access to public records, local tax records that contain
information about a taxpayer's income or receipts are not public records. A current or
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former officer, employee, or agent of a county who in the course of service to or
employment by the county has access to information about the amount of a taxpayer's
income or receipts may not disclose the information to any other person unless the
disclosure is made for one of the following purposes:
(1)  To comply with a court order or a law.
(2) Review by the Attorney General or a representative of the Attorney
General.
(3) To sort, process, or deliver tax information on behalf of the county, as
necessary to administer a tax.

(b)  Punishment. — A person who violates this section is guilty of a misdemeanor
and may be fined not less than two hundred dollars ($200.00) nor more than one
thousand dollars ($1,000), imprisoned for up to two years, or both. If the person
committing the violation is an officer or employee, that person shall be dismissed from
public office or public employment and may not hold any public office or public
employment in this State for five years after the violation."

Sec. 34. Article 9 of Chapter 160A of the General Statutes is amended by
adding a new section to read:
"8 160A-208.1. Disclosure of certain information prohibited.

(a)  Disclosure Prohibited. — Notwithstanding Chapter 132 of the General Statutes
or _any other law regarding access to public records, local tax records that contain
information about a taxpayer's income or receipts are not public records. A current or
former officer, employee, or agent of a city who in the course of service to or
employment by the city has access to information about the amount of a taxpayer's
income or receipts may not disclose the information to any other person unless the
disclosure is made for one of the following purposes:

(1)  To comply with a court order or a law.

(2) Review by the Attorney General or a representative of the Attorney
General.

(3) To sort, process, or deliver tax information on behalf of the city, as
necessary to administer a tax.

(b)  Punishment. — A person who violates this section is guilty of a misdemeanor
and may be fined not less than two hundred dollars ($200.00) nor more than one
thousand dollars ($1,000), imprisoned for up to two years, or both. If the person
committing the violation is an officer or employee, that person shall be dismissed from
public office or public employment and may not hold any public office or public
employment in this State for five years after the violation."

Sec. 35. G.S. 105-289(e) reads as rewritten:

"(e) The Department of Revenue may furnish the following information to a local
tax official:

(1)  Information contained in a report to it or to any other State department;
and

(2)  Information the Department has in its possession that may assist a
local tax official in securing complete tax listings, appraising or
assessing taxable property, collecting taxes, or presenting information
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in administrative or judicial proceedings involving the listing,
appraisal, or assessment of property.

A local tax official may use information obtained from the Department under this
subsection only for the purposes stated in subdivision (2). A local tax official may not
divulge or make public this information except as required in administrative or judicial
proceedings under this Subchapter. A local tax official who makes improper use of or
discloses information obtained from the Department under this subsection is punishable
as provided in G.S. +65-259-153A-148.1 or G.S. 160A-208.1, as appropriate.

The Department may not furnish information to a local tax official pursuant to this
subsection unless it has obtained a written certification from the official stating that he
the official is familiar with the provisions of beth-this subsection and G.S. 165259
153A-148.1 or G.S. 160A-208.1, as appropriate, and that information obtained from the
Department under this subsection will be used only for the purposes stated in
subdivision (2)."

Sec. 36. G.S. 105-449.57 reads as rewritten:
"§ 105-449.57. Cooperative agreements between states.

The Secretary may enter into cooperative agreements with other states for exchange
of information in administering the tax imposed by this Article. No agreement,
arrangement, declaration, or amendment to an agreement is effective until stated in
writing and approved by the Secretary.

An agreement may provide for determining the base state for motor carriers, records
requirements, audit procedures, exchange of information, persons eligible for tax
licensing, defining qualified motor vehicles, determining if bonding is required,
specifying reporting requirements and periods, including defining uniform penalty and
interest rates for late reporting, determining methods for collecting and forwarding of
gasoline or other motor fuel taxes and penalties to another jurisdiction, and such other
provisions as will facilitate the administration of the agreement.

Neotwithstanding-the-provisions-of G-S—105-259-te-the-eontrary-In accordance with G.S.
105-259, the Secretary may, as required by the terms of an agreement, forward to
officials of another state any information in the Department's possession relative to the
use of gasoline or other motor fuels by any motor carrier. The Secretary may disclose
to officials of another state the location of offices, motor vehicles, and other real and
personal property of motor carriers.

An agreement may provide for each state to audit the records of motor carriers based
in the state to determine if the gasoline or other motor fuel taxes due each state are
properly reported and paid. Each state shall forward the findings of the audits
performed on motor carriers based in the state to each state in which the carrier has
taxable use of gasoline or other motor fuels. For motor carriers not based in this State
who have taxable use of gasoline or other motor fuels in this State, the Secretary may
utilize the audit findings received from another state as the basis upon which to propose
assessments of gasoline or other motor fuel taxes against the carrier as though the audit
had been conducted by the Secretary. Penalties and interest shall be assessed at the
rates provided in the agreement.
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No agreement entered into pursuant to this section may preclude the Department
from auditing the records of any motor carrier covered by this Chapter.

The provisions of Article 9 of this Chapter apply to any assessment or order made
under this section.

The Secretary may not enter into any agreement that would increase or decrease
taxes and fees imposed under Subchapter V of Chapter 105 of the General Statutes, and
any provision to the contrary is void."

Sec. 37. G.S. 120-19 reads as rewritten:
"§ 120-19. State officers, etc., upon request, to furnish data and information to
legislative committees.

AH—Except as provided in G.S. 105-259, all officers, agents, agencies and
departments of the State are required to give to any committee of the General Assembly,
upon request, all information and all data within their possession, or ascertainable from
their records. This requirement is mandatory and shall include requests made by any
individual member of the General Assembly or amy-one of its committees or chairmen
thereof-the chair of a committee. "

Sec. 38. G.S. 132-1.1 reads as rewritten:
"§ 132-1.1. Confidential communications by legal counsel to public board or
agency; netpublicrecords-State tax information.

(a)  Confidential Communications. — Public records, as defined in G.S. 132-1,
shall not include written communications (and copies thereof) to any public board,
council, commission or other governmental body of the State or of any county,
municipality or other political subdivision or unit of government, made within the scope
of the attorney-client relationship by any attorney-at-law serving any such governmental
body, concerning any claim against or on behalf of the governmental body or the
governmental entity for which such body acts, or concerning the prosecution, defense,
settlement or litigation of any judicial action, or any administrative or other type of
proceeding to which the governmental body is a party or by which it is or may be
directly affected. Such written communication and copies thereof shall not be open to
public inspection, examination or copying unless specifically made public by the
governmental body receiving such written communications; provided, however, that
such written communications and copies thereof shall become public records as defined
in G.S. 132-1 three years from the date such communication was received by such
public board, council, commission or other governmental body.

(b) State Tax Information. — Tax information may not be disclosed except as
provided in G.S. 105-259, 153A-148.1, and 160A-208.1. As used in this subsection,
'tax information' has the same meaning as in G.S. 105-259."

Sec. 39. G.S. 132-3 reads as rewritten:
"§ 132-3. Destruction of records regulated.

(a)  Prohibition. — No public official may destroy, sell, loan, or otherwise dispose
of any public record, except in accordance with G.S. 121-5, without the consent of the
Department of Cultural Resources. Whoever unlawfully removes a public record from
the office where it is usually kept, or alters, defaces, mutilates or destroys it shall be
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guilty of a misdemeanor and upon conviction fined not less than ten dollars ($10.00) nor
more than five hundred dollars ($500.00).

(b) Revenue Records. — Notwithstanding subsection (a) of this section and G.S.
121-5, when a record of the Department of Revenue has been copied in any manner, the
original record may be destroyed upon the order of the Secretary of Revenue. If a
record of the Department of Revenue has not been copied, the original record shall be
preserved for at least three years. After three years the original record may be destroyed
upon the order of the Secretary of Revenue."

Sec. 40. Except as otherwise provided in this act, this act is effective upon
ratification. Sections 20 and 21 of this act apply to offenses committed on or after the
date of ratification.
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