INFORMATION PAPER
SUBJECT: Bailey Settlement
Issue. Inclusion of federal and state retirees under the “Bailey Settlement.”
Facts.

- Federal and state retirees who entered service on or before 12 Aug 1984
are covered under the Bailey Settlement.

- Federal and state employees who entered service after 12 Aug 1984 are
not covered by the Bailey settlement.

- State income tax policy is a significant factor in retiree choice of domicile

- Exempted retiree income has a multiplier of 1.6 times lost revenue on
state economies. (For 2007, loss of state tax of $245 Mil would have
increases state output by $394 Mil if unqualified state and federal tax
exemption applied).

- When projecting results ten years, the ratio of benefits to costs is 2.5 to 1,
a significant offset to the diminished income tax revenue.

- Economies of states with lowest income taxes grew 455% versus 191%
for high tax states.

- Retirees spend more and have a low demand for government services.
- Retirees provide multiple benefits to communities: Stable enhanced
income, enhanced property tax base, increased capital pool, increase in

community jobs, stabilized business cycle, increased volunteerism.

- When some retirees settle, they attract more retirees. This stimulates
home construction, adds jobs to the community.

- Government retirees generally bring higher education and income levels
than the average individual of the same age.

- Retirees bring significant skills to the community which they apply as
volunteers valued at approximately $250 Mil annually.

Conclusion. Extension of the Bailey provisions to all state and federal retirees
will have a significant, positive economic and societal impact on North Carolina.



