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HOUSE FINANCE COMMITTEE
BRIEFING

UNEMPLOYMENT
INSURANCE

Greg Roney
Legislative
Analysis Division
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UNEMPLOYMENT INSURANCE (Ul)
3 BUCKETS
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BUCKET 1: STATE Ul

BUCKET 2: EXECUTIVE
ORDER NO. 322

EXECUTIVEORDER

BUCKET 3: DISASTER
UNEMPLOYMENT
ASSISTANCE (DUA)




NORTH CAROLINA Ul TRUST FUND

BALANCE
$6
$5 During this period,
NC was paying a Ul
4 loan from the federal

government.

1
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

~e-Year End Net Balance

Source: US. Department of Labor
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TRUST FUND TAX COLLECTIONS AND
Ul BENEFITS PAID

$0.0

2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

Source: U, Department of Labor
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AVERAGE EMPLOYER TAX RATES

2014 2.20% $21,400
2015 227% $21,700
2016 1.68% $22,300
2017 1.05% $23,100
2018 0.61% $23,500
2019 0.60% $24,300
2020 0.56% $25,200
2021 0.61% $26,000
2022 0.63% $28,000
2023 0.66% $29,600
2024 0.66%* $31,400
2025 nla $32,600

Source: U, Department of Labor, *As of QI 2024
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Introduction to the

I Finance Committee -
Overview of General Fund
Revenues

* Personal Income Tax
« Sales Tax

PRESENTATION + Corporate Income
OVERVIEW * Franchise Tax

Trina Griffin
Legislative

I Sports Wagering -
I Local Revenues -

INTRODUCTION
TO THE
FINANCE
COMMITTEE

Analysis Division
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FINANCE COMMITTEE STAFF

LEGISLATIVE ANALYSIS FISCAL RESEARCH BILL DRAFTING
DIVISION DIVISION DIVISION
If you need a PCS, If you need a fiscal note/ If you need a finance-

amendment, bill summary, ~ memo, budget info, questions  related bill drafted,

legal questions...

about fiscal impact of a bill or

amendment...
Trina Griffin ~ Nick Giddings jo?athanTart Brlent huEs
Greg Roney Melissa Zbikowski Nick Clerkin Nick Long Brett Berne
(Suite 200 LOB) (Suite 400 LOB) (Suite 401 LOB)
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BILLS THAT MUST BE
REFERRED TO FINANCE

HOUSE RULE 38 SENATE RULE 42

« Raises revenue * Imposes or raises fees or other
revenues payable to the State,
agencies, licensing boards, or any
of its subdivisions

* Reduces revenue

* Levies a tax

) o v @
* Authorizes levy of tax, evies taxes

assessment, or fee * In any manner affects taxing

. . power of State or its
* Authorizes issuance of subdivisions

bonds * Provides for bond issues

02/10/2025
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BILLS NOT REQUIRED
TO BE REFERRED TO FINANCE

Civil penalties, criminal fines,
forfeitures

MINIMUM
FINE

Relating to fees charged by a
nongovernmental entity
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OCCUPANCY TAX
SUBCOMMITTEE

* In existence for over 20 years
* Largely tracks NC Travel &
Tourism Coalition policy on
occupancy tax
* Key components of guidelines
include:
> Rate — 6% max combined county
and city rate
» Use — 2/3 promotion; 1/3 tourist-
related expenditures
> Administration — Tourism
Development Authority
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FORSYTH
ANNEXATION/DEANNEXATION COUNTY -

Arnldflici;ll
SUBCOMMITTEE {7

* Established in 2013

* Historically allowed under
“Guidelines” for one of the
following reasons:

» Agreement of interested
parties

»Error correction

» Changed circumstances

02/10/2025
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RESOURCES

* NCGA Website
+ Committee website
* Summaries of Substantive Legislation

* Fiscal Research website

HOUSE SENATE
Convenes Mon, 2/10/25 st 11:00 am. Convenes Man. 2/10/25 11 300 o,
- Calontor WCatendar
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OVERVIEW OF
GENERAL FUND
REVENUE

SOURCES

Nick Clerkin
Fiscal Research
Division




GENERAL FUND REVENUE FY 2023-24

Corporate

% Franchise

Fiscal Year (FY) 2% Excise
2023-24 L 3%
Net GF Revenues / Other Taxes

$33.7 Billion 4%
' Non-Tax

5%

Source: North Carolina General Assembly Fiscal Research Division
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10 YEAR GENERAL FUND REVENUE
HISTORY, BY FY ($B)
$35.0
2021-22 2023-24
$30.0 $33.2 $33.7
$25.0
2014-15
$214
$20.0

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24

Source: North Carolina General Assembly Fiscal Research Division
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CONSENSUS
REVENUE

FORECAST

Nick Clerkin
Fiscal Research
Division




WHAT IS THE CONSENSUS REVENUE
FORECAST?

Agreement by forecasters in both the legislative and executive branches
(Fiscal Research Division (FRD) and Office of State Budget and
Management (OSBM) on the amount of revenue that will be collected in
the upcoming biennium

Used to develop the State’s budget by both the Governor and the
General Assembly. Spending must be balanced with the availability of
State funds. (North Carolina Constitution, Article Ill, Sec. 5.(3))

Consensus revenue forecast process is not set in statute

02/10/2025
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CONSENSUS REVENUE FORECAST
PROCESS

FRD (legislative) and OSBM (executive) develop independent revenue
forecasts

Compare forecasts and negotiate to reach consensus

Budgets proposed and enacted by the General Assembly use the most
recent Consensus Revenue Forecast, as adjusted by any policy changes in
the budget or other new laws

OSBM certifies revenue as part of the Certified Budget

FRD and OSBM agree to consensus monthly revenue targets

23

O—N WAoo N®WO

CONSENSUS FORECAST TIMELINE

When was consensus reached? 2009-2024

Jan Feb Mar Apr May Jun Jul Aug Sep Oct  Nov Dec

Long Session Short Session

Source: Fiscal Research Division records
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PERSONAL
INCOME TAX

Jonathan Tart

Legislative
Analysis Division

GENERAL FUND REVENUE
SOURCE:

INDIVIDUAL INCOME TAX
FY 23-24

2013 6% to7.75%

2014 5.8%

2015  575%
PERSONAL 2017 5.499%
INCOME TAX
RATE CHANGES 2019 525%

2022 4.99%

2023 4.75%
2024  4.50%

C Constitution 2025 4.25%
Maximum 7%

2026  3.99%
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FUTURE CONTINGENT TAX RATE
REDUCTIONS

Future personal income tax reductions beginning in calendar year 2027 contingent on
meeting certain revenue thresholds

Up to 3 additional rate reductions are authorized between 2027 and 2034, provided
that total General Fund (GF) revenue in the preceding fiscal year reaches certain
thresholds (“triggers”) set in statute.

Whenever GF revenue in a given fiscal year exceeds the trigger amount specified for
that fiscal year, the personal income tax rate drops by 0.50% beginning January |st of
the following calendar year.

For example, if GF revenue exceeds $33.042 billion in FY 2025-26, the personal
income tax rate will fall from 3.99% to 3.49% in Calendar Year 2027.

28

FUTURE CONTINGENT TAX RATE REDUCTIONS

Trigger Amount
(millions)

- 4.50%

- 4.25%

3.99%

Fiscal Year TaxYear Tax Rate

FY 2025-26 $33,042

FY 2026-27 $34,100

FY 2027.28 $34,760 “Up to 3 rate reductions of 0.5% each,
contingent on triggers:
f202c2s CEED 2995 15 Reduction: 3.99% to 3.49%

FY 2029-30 $36510 20 Reduction: 3.49% to 2.99%

31 Reduction:2.99% to 2.49%

FY 2030-31 $38,000 (minimum rate = 2.49%)

FY 2031-32 $38,500

FY 2032-33 $39,000

FEDERAL & STATE TAX CONFORMITY

NC Tax calculation starts with Federal Adjusted Gross Income.

Federal Adjusted Gross Income (AGl)= Gross Income minus deductions for business expenses and
very limited list of personal expenses (ex. student loan interest)

¢ NC law references the federal Internal Revenue
Code (IRC) to determine adjusted gross income
(AGI) by referencing a version of the IRC by
date.

Annual IRC update legislation allows the General =
Assembly to review federal legislation to Internal Reveniue/Code
determine if NC law will conform or decouple

from federal law changes. o

30
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TAX CALCULATION

NC Taxable Income =

(AGI + NC additions-NC deductions) * Non-Resident% (if applicable)

Examples of NC Deductions

31

STANDARD OR ITEMIZED DEDUCTION

STANDARD ITEMIZED
DEDUCTION DEDUCTION

* Charitable Contributions

* Medical and Dental
Expenses

* Married filing jointly:
$25,500

* Married filing
separately: $12,750

* Head of Household:

* Federal rules apply
* 7.5% floor

$19,125 « Capped at $20,000
« Single: $12,750 * Home mortgage interest
’ * Property taxes paid on real
estate

32

CHILD DEDUCTION

Adjusted Gross Deduction Amount

Income (MF)) (8, Per Child)
$40K or less 3,000
>$40k to $60k 2,500
>$60k to $80k 2,000
>$80k to $100k 1,500
>$100k to 120k 1,000
>$120k to $140k 500
>$140k

33
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SALES TAX

Trina Griffin
Legislative
Analysis Division

GENERAL FUND REVENUE
SOURCE:

SALES AND USE TAXES
FY 2023-24

STATE RATES

State General Rate Preferential Rates Combln':ieGenelal

* 475% * Boats, 3% with 7%

« Items that are $1,500 cap « Spirituous Liquor
subject to State sales * Aircraft, general rate « Telecommunications
and use tax are also capped at $2,500 + Video Programming
subject to the local * Modular and « Electricity & Piped
ialesland use tax. manufactured Natural Gas

1t b i { -
ocal rates vary. homes, e ClEhes * Aviation Gasoline &
not subject to local Jet Fuel
sales tax

36
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SALES TAX BASE

Digital
property

Entertainment
activity

Prepaid
Meal Plans

Some Accommodations

services

B

Service
" contracts

02/10/2025
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SALES TAX BASE

« Al taxed * Tax applies to:

* Electricity & piped natural

* Audio works gas *Also
unless e « Telecommunications subject t
exempt Additi i * Video programming ubj ©
. itional digital TS local
«No State * Repair, maintenance,and
goods . N N
E . . installation services occupancy
X *No tax on information . pry cleaning, laundering, tax
groceries services or educational linen rental
services
* Live * Doesn't apply to:
perh:)rmznces * Participatory Clitredly a'n « Does not apply to:
. lovies i . .
. activities IEREEED & *Motor vehicle service
‘I’S&‘”lm_' SEeatanal higher education JES———
cultural sites, a A .
X .
garden, and Seminars Pllled orfpaidifor * Property management
ity * Amenities in advance contracts
attractions « Certain nonprofit
= _Guided tour: Levents
FOOD PREPARED FOOD

State rate = 0% (since 1999)
Local rate = 2% >> $550M in FY 23-24

Exceptions — Dietary supplements, soft
drinks, candy, vending machine sales,
and prepared food

Subject to the general rate of State
and local sales tax = 6.75%-7.50%
Also subject to 1% meals tax in 5
jurisdictions

39
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STREAMLINED SALES TAX
AGREEMENT

[STREAMLINED
SALES TAX

a simplerend more unform
* Voluntary effort by more than 40 states sales and use tax system.

* Creates a national simplified process for
charging, collecting, and remitting sales tax.

* NC became a full member in 2005 (there are
23 full member states)

* Major items |nclude‘unnA'orm definitions, one Feamiined Saies Tax™
rate of tax, standardization of state and local Governing Board, Inc.

tax bases, and consistent sourcing rules

* Was a key factor in Wayfair decision

40

RECENT CHANGES

CCRCs Breast Pumps & Supplies For-Hire Ground Transport

E’j Tayiee:

UBER

-
oopow

. NEW TAX —For-hire ground
Exemption for goods and Exemption for sales of breast transportation subject to an excise
services, other than alcoholic pumps, including repair and tax, collected like a sales tax.
beverages, sold by a provider of replacement parts, breast 1.5% for exclusive ride service; 1%
continuing care to its pump collection and storage for shared ride service.

independent living residents.

supplies, and breast pump kits. Credited to the Highway Fund.

Effective November 1,2023. Effective November [,2023. Effective July 1,2025.

41

SALES AND USE TAX TRANSFER

Transfer from General Fund to Transportation funds

6% 6%
6%
4%
4%
2% $425.9 M
2% (Actual)
0%
0%

FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26 and
beyond

42
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LOCAL SALES TAX RATES AND
DISTRIBUTIONS

1st1 cent Any lawful Point of collection; shared 100 counties
Art. 39 @ purpose with cities
18t % cent 70% - general Per capita; shared with 100 counties
Art. 40 q 30% - school cities

capital
21 Y5 cent 40% - general Point of collection; shared 100 counties
Art. 42 & 60% - school | With cities

capital
% cent Any lawful Point of collection — only 48 counties
Art. 46 ﬂ purpose distributed to counties.
" cent or Public P?f capita 'f‘\":ﬁ"? COUH:V and 4 counties

" cities in county that operate a

acent a or ﬁ iapseoration publ\clrsnspu};xsﬁon system
Art. 43

43

SALES TAX RATES ACROSS THE
COUNTIES

50 Counties Levy Arficles 39, 40, & 42: Alamance; Avery; Beaufort; Bladen; 475% + 2.0% 6.75%
Brunswick; Burke; Caldwell; Camden; Carteret; Caswell; Chowan; Cleveland;

Columbus; Craven; Currituck; Dare; Davie; Franklin; Gates; Granville; Guilford;

Henderson; Hoke; Hyde; Iredell; Johnston; Lenoir; Macon; McDowell; Mitchell;

Nash; Northampton; Pamlico; Pender Perquimans; Person; Polk; Richmond;

Scotland; Stokes; Transylvania; Tyrrell ; Union; Vance; Warren; Watauga; Wayne;

Wilson; Yadkin; Yancey.

46 Counties Levy Articles 39, 40, 42, & 46: Alexander; Alleghany; Anson; Ashe;  4.75%  + 2.25% = 7.0%
Bertie; Buncombe; Cabarrus; Catawba; Chatham; Cherokee; Clay; Cumberland;

Davidson; Duplin; Edgecombe; Forsyth; Gaston; Graham; Greene; Halifax;

Harnett; Haywood; Hertford; Jackson; Jones; Lee; Lincoln; Madison; Marfin;

Montgomery; Moore; New Hanover; Onslow; Pasquotank; Pitt; Randolph; Robeson;

Rockingham; Rowan; Rutherford; Sampson; Stanly; Surry; Swain; Washington;

Wilkes.
2 Counties Levy Articles 39, 40, 42, & 43: and Wake 475% + 25% = 7.25%
2 Counties Levy Articles 39, 40, 42, 43, & 46: Durham and Orange 475% + 275% = 7.50%

44

LOCAL SALES TAX RATES ACROSS THE STATE

= Articles 39, 40, & 42 (25}-50 Counties

= Articles 39, 40, 42, & 46 (2.25%)-46 Counties
Acticles 39, 40, 42, & 43 {2,5%]-2 Counties

= Articles 39, 40, 42, 43, & 46 (2.75%)-2 Counties

15
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CORPORATE
INCOME TAX

GENERAL FUND REVENUE
SOURCE:

CORPORATE INCOME TAX
FY 2023-24

WHO PAYS CORPORATE
INCOME TAXES?

16



CORPORATE
INCOME TAX

RATE CHANGES

02/10/2025

BUSINESS TAX BASE
BEFORE AND AFTER REFORMS

CREDITS AND DEDUCTIONS CREDITS AND DEDUCTIONS
BEFORE REFORMS =) AFTER REFORMS

- Business tax credits for ports charges, recycling oyster * Credits for historic and mill

shells, renewable fuels, work opportunity, interactive
digital media, creating jobs, worker training, i in
business property, _qualified business venture, film,
renewable energy, historic and mill rehabilitation, low-
income housing, research and development, construction
of dwelling units for handicapped, real property
donations, conservation tillage equipment, gleaned crops,
and construction of poultry composting facility.

T real property
donations

* Business deductions for amortization in excess of

depreciation allowed under the Code on the cost of

waste treatment plant, air cleaning devices,
recycling facilities, emergency facilities acquired before
I9g/5, reforestation and cultivation of commercially
Frown trees; eligible income of an international banking
facility, tobacco marketing assessments,  settlement
agreements, interest earned on deposits by a savings and
loan association.

50

COMPUTING NC TAXABLE INCOME

Start Start with federal taxable income
Adiust Adjust for differences in federal and state law (like
| personal income tax with IRC update)

Apportion income to NC if corporation does
business in multiple states

Apportion

2\o1)A8 Apply 2.25% tax rate

51
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APPORTIONMENT

* When a corporation operates
in multiple states, the income is
apportioned to NC for tax
purposes

 Apportionment is based on the
company's NC market-share

 Example: If 2% of a multistate
company's revenue is derived
from NC, 2% of its income is
subject to NC tax at a 2.25%
tax rate

02/10/2025

FRANCHISE TAX

Jonathan Tart
Fiscal Research
Division

GENERAL FUND REVENUE
SOURCE:

FRANCHISE TAX
FY 2021-22

18



WHO PAYS
FRANCHISE TAXES?

02/10/2025

FRANCHISE TAX

RATE

» C Corps: $500 on the first $1 million

* S Corps: $200 on the first $| million
* Holding companies: $150,000

SPORTS
WAGERING

Nick Giddings
Legislative
Analysis Division

19



SPORTS WAGERING AND TAXATION

Article 2E)

58

 Began accepting sports wagers in March 2024
« Tax is 18% of the gross wagering revenue of an interactive sports wagering operator (Chapter 105,

* No deduction allowed for bonus bets or promotional bets.
- Estimated total tax collection in FY 2024-2025 - $127.7 million

* Currently 8 licensed interactive sports wagering operators authorized to accept sports wagers in

* “Gross wagering revenue” - Total of amounts received by an interactive sports wagering
operator from sports wagers minus winnings paid.

Fanatics
Sportsbook

02/10/2025

USE OF SPORTS
WAGERING
TAX REVENUE

Gaming Tax Revenues
(Remitted by 20" of following month)

=

Remaining Balance Subject to Distribution Formula

*The 13 UNC Institutions are those with athletic programs, except UNC-Chapel Hill and NC State

5 Oeparten

US, indv
o oy Y
Yo e a0

%
Home address (rimar and siree

INCOME TAX ON GAMBLING

NC follows federal law

with respect to taxation

of gambling winnings

« All gambling winnings
are taxable in NC

Different reporting
requirements depending
on whether the
taxpayer is considered a
professional gambler or
a casual gambler

© NC differs from federal

law regarding how most

taxpayers report gambling

losses

* Casual gamblers may
deduct gambling losses
as an itemized
deduction at federal
level

* NC does not provide

an itemized deduction
for gambling losses

20
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LOCAL REVENUES

Nick Giddings
Legislative
Analysis Division

LOCAL REVENUE SOURCES, FY 2022-23

= Property Taxes = Utilities (Municipalities) / Other Taxes (County) = Sales Tax = Sales & Services ® Intergovernmental = Debt Proceeds = Other Miscellaneous

Municipalities Total Statewide: $15.3 Billion

Municipality

Counties Total Statewide: $19.4 Billion

County

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $I2,000 $14,000 $16,000 $I8000 $20,000 $22,000
(Millions) Source: Dept. of State Treasurer

62

PROPERTY TAX BASICS

21



TYPES OF PROPERTY

REAL PROPERTY PERSONAL PROPERTY
« Examples: boats, aircrafts, business personal
* Examples: land and buildings. property, motor vehicles.

* Real property must be reappraised  « Appraised annually.

at least every 8 years; however, many . Myt be listed during annual listing period

do so more frequently. (January | — January 31).
* Most common — 4 and 8-year * The assessment and collection of property taxes
on registered motor vehicles are governed under
different rules than other personal property.

@& A o b

revaluation cycles.

02/10/2025
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COUNTY PROPERTY TAX RATES, FY 2024-25

Chatham Co.

Rate

W;t%uge: 8Co, ‘\\\ i 'wL‘L\‘ 0.9900

oy .

o AvaVKE VAR "“& "‘
e

Scotland Co.

OO Carteret Co.

$0.340

Source: Dept. of Revenue
Note: Rates are per $100Valuation

65

PROPERTY TAX BASE PER CAPITA

Guilford Co. Greene Co.
$129,843 $69,028 2024Pr0me
$0.7305 1$0.7860 ST
per Capita

K I 2 25X N
saftael 7 o9

/
/
/
Cabarrls Co. Dare Co.
$130,139 $463,776

$0.5760 " $0.4005

Source: Dept. of Revenue

66
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IMPORTANT PROPERTY TAX DATES

determined.

Value, ownership, situs & taxability of
real and personal property are

Begin new interest rate (3/4%
each month) on delinquent

02/10/2025

Taxes become due taxes.
Deadline for adoption of new Unpaid taxes become
budget and setting property tax delinquent, 2% interest accrues,
rate. and enforced collections may
begin.
67
RESIDENTIAL PROPERTY TAX EXCLUSIONS
(HOMESTEAD EXCLUSIONS)

* Aged 65 and over or * Aged 65 and over or * Total and permanent
totally and totally and service-connected
permanently permanently disability
disabled disabled * $45,000 of appraised

* Income ceiling * Income ceiling value excluded
($37,900 for 2025) ($56,850 for 2025)

* Exclusion of $25,000 * Deferral of taxes
or 50% of appraised above 4% or 5% of
value, whichever is income
greater

68

REGISTERED MOTOR VEHICLES

NC VEHICLE TAG AND COUNTY TAX
COMBINED PAYMENT PROGRAM

Applies to registered motor vehicles.

* Cars, trucks, vans, motorcycles, and trailers with valid registrations
and license plates.

Registered motor vehicles appraised annually.

Combined billing of annual vehicle registration fees and property
taxes.

Registration of most motor vehicles is staggered throughout the year
so that different due dates and delinquency dates apply for different
taxpayers.

NCDMV bills and collects property tax payments, then remits to local
government.

Both registration fee and property tax must be paid to renew
registration.

69
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REVENUE AUTHORIZED BY LOCAL ACT

* Levied on occupancy of rental * Levied on prepared food and
accommodations. beverages.

* Rate ranges from 3%-6%. * Rate is typically 1%

* House Finance Guidelines * Proceeds are generally used for
require at least 2/3 of proceeds tourism-related expenditures.
be used for promotion of travel
and tourism.

* The remainder can be used for
tourism-related expenses.

02/10/2025
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QUESTIONS?
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