The 4th Branch
History & Background

The United States Supreme Court decision, declaring state income tax schemes that tax
federal but not state retires discriminatory, known as Davis v. Michigan, issued on March
28, 1989, triggered activity in 24 states throughout this Nation. In North Carolina the
lengthy effort to correct tax injustice to government retirees, State, Local Government and
Federal (military and civil service), has taken many years. Even the Bailey settlement,
which provided equitable treatment for government retirees who had five or more years of
creditable service toward retirement as of August 12, 1989, excluded employees who failed
to meet that five-year requirement.

Early in the struggle to achieve fair and equitable treatment for all government retirees, it
became clear that efforts on behalf of this large group would be severely diminished if they
were not pulling together. Opposition would certainly try to "divide & conquer." In mid
1995 leading retiree members got together and formed The 4th Branch. This organization
was not intended to diminish in any way the efforts of the numerous government retiree
organizations already working toward improving benefits for their constituents. The 4th
Branch simply became a Coalition of retirement organizations, with a stated purpose of
serving as an information highway. Information about proposed tax legislation and activities
affecting retired and active employees of the Federal, State, and Local governments is
collected and distributed throughout the State. Information is provided about where elected
officials and candidates stand on various issues of interest.

This "Coalition" provided very valuable assistance to the effort to negotiate "a reasonable
settlement with the State following the NC Supreme Court decision in the Bailey Case. It
further served to monitor and support the lengthy settlement process following the
successful negotiation. During each of the frequent Court hearings to review progress of the
settlement, many representatives from The 4th Branch attended. This showing of support
was a key factor in demonstrating to the court and to the public the way this very large and
diverse group was united behind this effort. Following each Court hearing The 4th Branch
met over lunch, heard more detailed reports, and held discussions regarding the efforts on
behalf of the represented organizations. On many of these occasions, candidates for
executive, legislative, or judicial office addressed the assembled group.

The 4th Branch was incorporated in the State of North Carolina on November 28,2000 and
was granted non-profit status by the federal IRS as a 501-e (5) organization. In May 02002
Superior Court Judge Jack A. Thompson, who oversaw the settlement in the Bailey Case,
awarded approximately $152,000 of residual funds from this case to The 4th Branch - the
only organization representing all claimants in the Bailey Settlement.

The 4th Branch coalition continues to monitor and disseminate information of interest to the
wellbeing of all North Carolina government employees and retirees.



