
 

 

March 23, 2010 

TO:  Managers/Clerks/Finance Officers/Budget Directors 

FROM:  Karl Knapp, Director of Research and Policy Analysis 
 

FY 10-11 Municipal State-Collected Revenue 
Estimates 

Background 

Although the national recession officially ended last year, economic conditions nationally 
and in North Carolina remain at record low levels.  In early 2009, economists had 
generally expected employment and production to bottom out in the third quarter of 
calendar year 2009 and begin improving in the fourth quarter, but many economic 
indicators are running about one quarter behind the levels projected early last year.  
Industrial production has returned to a barely expansionary level and consumer 
confidence is showing some optimism about the future, if not the present.  As a result, 
most economic forecasts project that 2010 will be a year in which economic conditions 
begin to improve nationally over the prior year.  Despite the expected improvement in the 
economy, there are signs that significant growth in municipal revenues is not likely to 
occur in the coming fiscal year.  

The national unemployment rate is at its highest level since the 1980-82 recession, but 
the percentage of unemployed workers who have been out of work for over half a year is 
at the highest level (40 percent) since the figure began being kept in 1948.  This figure 
had never been higher than 26 percent prior to this recession.  While comparable figures 
are not provided at the state level, North Carolina data on the duration of insured 
unemployment suggest that the North Carolina situation is similar to the national one.  
Because long-term unemployment is so high, and employers remain reluctant to hire until 
more signs of consumer demand for goods are in place, the overall unemployment rate is 
not expected to decline more than one percentage point during 2010. 

The nature of unemployment in this recession also suggests a slow recovery in 
employment and retail sales.  The recession in North Carolina has hit hardest in the 
construction and manufacturing sectors.  Of the jobs lost in the state since the peak of 
employment in February 2008, 27 percent have been construction jobs and 35 percent 
have been manufacturing jobs.  In February 2008, these two sectors made up only 19 
percent of total employment in North Carolina, yet they have accounted for over 60 
percent of the job losses.  By comparison, the financial services sector made up 5.1 
percent of employment in February 2008, and accounts for 4.6 percent of the jobs lost.   

Manufacturing employment in North Carolina has been in decline for over 15 years and 
never recovered from the last recession.  This trend is likely to continue in the long-term, 
but a short-term improvement is not expected either.  Much of North Carolina’s loss in 
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manufacturing during this recession has been in the furniture and wood-related product 
industries, which have been in decline for the last ten years.    As a result, many of the 
manufacturing jobs lost during this recession may not return as the economy improves.   

Construction jobs will return, but employment growth will be limited until the demand for 
new residential housing increases enough to justify hiring significant numbers of workers.  
While the national inventory of new homes has declined due to a near halt in the 
construction of new homes, the inventory of existing homes for sale remains well above 
non-recession levels.  Until this inventory declines and builders feel that sufficient demand 
for new homes exists, new home construction should not increase appreciably in most 
markets.   

We provide this fairly dismal picture as a caution against being overly optimistic about 
revenues as national economic conditions begin to improve.  That said, because economic 
conditions have reached their lowest levels, the decline in most municipal revenues should 
be coming to an end.  Growth will return for some revenue sources, including sales tax for 
FY 10-11, but the growth will be at much lower levels than existed prior to the recession. 

The estimates included in this document should be used only as a rough guide in 
preparing your FY 10-11 proposed budget.  The revenue change figures should be 
modified as necessary to fit your local situation, its actual trends, and your own 
assumptions about the effects of economic and political factors. As has often been noted, 
revenue estimates are always subject to error. Our goal is to provide municipalities with a 
reasonable projection of where State-collected revenues are heading.  Please read the 
entire document because any caveats about the estimates are as important as 
the estimates themselves. 

These estimates assume that there will be no new changes in the formulae that govern 
municipal shares of State-collected revenues.  If our revenue estimates change materially 
prior to July 1 due to economic circumstances or legislative action, we will advise you of 
the changes.  

Local Government Sales Taxes 

Local Sales Tax Estimates 

The dramatic sales tax losses of the last 18 months have been driven by reduced 
construction of new homes, which contributed to over half of the lost sales tax revenue 
between FY 07-08 and FY 08-09.  Building permits for new single family homes in North 
Carolina are being issued at an annual rate that is 70 percent below the peak level prior to 
the recession.  This decline in construction has reduced local sales tax revenue from the 
items related to the construction and outfitting of new homes.   

From FY 07-08 to FY 08-09, taxable sales of lumber building supplies, furniture, and 
household appliances decreased by 22 percent statewide, while sales of other all taxable 
retail items (other than food for home consumption) decline by only four percent.  The 
level of new construction continued to decline through the third quarter of 2009 and has 
only now begun growth slightly on a month-to-month basis.  Although this leveling-off 
and limited growth will arrest the loss of construction-related sales, taxes from those sales 
will remain below last year’s level for the remainder of FY 09-10.  Construction-related 
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sales during FY 10-11 should be at least level with FY 09-10, with some growth possible.  
Fortunately, retail sales of other products have improved more quickly and are trending 
towards year to year growth.  Growth in these sales should produce limited year-to-year 
growth in local sales taxes for FY 10-11. 

The statewide distributions to local governments for the first six months of FY 09-10 
(October-March distributions) were 8.3 percent below the comparable period in FY 08-09 
(adjusting for the elimination of the Article 44 tax).  For the final six distributions in FY 09-
10 (April through September), we estimate that the statewide local sales tax will be 5.6 
percent lower than last year. As a result, we expect that the total FY 09-10 
statewide local sales tax distribution to local governments will be 7.6 percent 
lower than FY 08-09 (adjusting for the elimination of the Article 44 tax).   

For FY 10-11, we expect statewide local sales tax to grow by 1.0 to 2.0 percent 
from the FY 09-10 level.   

For budget estimation purposes, we assume that each municipality accrues the September 
15 sales tax distribution to the prior fiscal year. Therefore, the FY 10-11 sales tax forecast 
year runs from the October 15, 2010 distribution through the September 15, 2011 
distribution—reflecting July 2010 through June 2011 retail sales.1   

In the past, these percentages could be applied to the Article 40 and 42 taxes and the per 
capita portion of Article 44 to determine the expected future amounts for those taxes. 
This calculation has been made more complicated by the elimination of the Article 44 tax 
over the course of two years, the conversion of the Article 42 to a point of sale 
distribution, and the creation of a City Hold Harmless payment to ensure that neither of 
these changes affects municipal revenues.  

To estimate yearly changes in your sales tax distribution, you will first need to estimate 
the likely difference between statewide sales tax growth and the level of growth in the 
county or counties in which your municipality is located.  Changes in construction activity, 
employment, and the number of businesses operating in the county all will have an effect 
on the rate at which sales taxes will grow or decline. Those factors should be taken into 
account when adjusting the statewide change percentage to local circumstances.    

Appendix C and the map provided with this memo indicate how each county’s Article 39 
growth rate compares to the statewide average for the October 2009 to March 2010 
distributions.  They can be used to determine how your county has fared relative to the 
rest of the state.  Bear in mind the counties that fared worse than the state this year may 
have done so due to one-time events, such as winter storms, and that counties that have 
fared better may have seen worse than average losses last year.  Also, in small counties 
sales taxes sometimes are dramatically affected by a small number of large purchases in 
one year that may lead to a high rate of increase in that year and a large rate of decrease 
in the next. 

                                                           
1
 Because of the change from quarterly to monthly sales tax distributions, the Local Government Commission (LGC) 

encourages the use of a 90-day period for determining if revenues are available. By extending the accrual period from 60 
to 90 days, the September 15 sales tax distribution can be accrued. This meets GASB 33 measurement focus 
requirements. Please refer to memo #1015 ―Recognition of Sales Tax and Other Revenues at Year-End,‖ issued by the 
LGC on March 31, 2004, for further details and guidance. [http://www.nctreasurer.com/NR/rdonlyres/CE6E899D-3045-4D3D-
8837-9A349DA00FEF/0/Memo1015.pdf] 
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Having determined the difference between the growth rate for any counties in 
which your municipality is located and the statewide rate, you can use the 
methodology shown in Appendix A to calculate your FY 10-11 sales tax. 

Revenue Distribution Methods 

 Ad Valorem Distributions: For distributions among the local governments in your 
county based on proportional property tax levies, a large tax increase or decrease 
by one unit for FY 09-10 may distort the FY 10-11 allocations. When a county 
increases tax rates each year and the cities in that county hold the line on tax increases 
or keep increases at a minimum, it is possible for municipalities in ad valorem 
distribution counties to find that not only are their sales tax revenues not increasing at 
the statewide average, but that they are lower than the previous year. If your county 
raised property taxes in FY 09-10, or if a large municipality in your county did, we urge 
you to take a careful look at the potential impact on your FY 10-11 revenues. 

 Per Capita Distributions: For distributions based on the proportional populations of 
the units, a large annexation by one city, effective between July 1, 2009, and July 1, 
2010, may also distort the allocations. Besides the sales tax in per capita distribution 
counties, the allocations of the following revenues to all cities are affected by relative 
municipal population changes statewide: Powell Bill, Beer and Wine taxes, and the new 
local video programming revenues.  

County Sales Tax Distribution Method 

 Every April, counties can change the method of distributing local option sales tax rev-
enues within the county: from per capita to proportion of ad valorem tax levies, or the 
other way around. The method chosen by the county board of commissioners 
determines the division of money within a county area among county and municipal 
governments for the next year. Population or tax levy changes might make some 
counties take a close look at the current distribution method to see if it is still 
advantageous to them. Cities and towns need to prepare for possible county changes in 
distribution methods during April 2010.  A change in the distribution method made 
by a county in April 2010 will become effective for the distribution made in 
July 2010.  As a result, it will affect your FY 09-10 sales tax revenues. 

Powell Bill 
Based on the latest State Budget Office estimates of highway revenues, the total 
October 2010 Powell Bill distribution should be down approximately 2.6 percent from 
the October 2009 level.  The Powell Bill distribution is based largely on the volume of 
motor fuel taxed by the State and on the value of vehicles purchased and titled in North 
Carolina, both of which are expected to decline during the current fiscal year from last 
year’s levels. 

The impact of the Powell Bill reduction on your city or town can be estimated by 
multiplying the per capita and per mile allocations times your estimated municipal 
population and city-maintained street mileage. Projected per capita and per mile rates 
for FY 10-11 are listed below.  

 Of the total Powell Bill distribution, 75 percent is allocated among eligible cities based on 
their population.  The projected per capita allocation for the FY 10-11 Powell Bill 
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distribution is between $18.41 and $19.16, down from $19.57 per capita in FY 09-10. 
After calculating your estimated population (the population figure used for your 2009 
distribution, plus any population growth due to annexations between 7/1/2009 and 
7/1/2010), multiply that population count by the projected per capita allocation.  The 
population used for your 2009 distribution can be found at 
http://www.ncdot.org/programs/Powell_Bill/download/2009StateStreetAid.pdf. 

The remaining 25 percent of the distribution is allocated based on the number of city-
maintained street system miles in each municipality.  The projected value of the 
mileage-based allocation for the FY 10-11 Powell Bill distribution is between $1,436.65 
and $1,494.99 per street mile, down from $1,520.89 in FY 09-10. After calculating your 
estimated city-maintained street mileage as of July 1, 2010, multiply that figure by the 
per mile rate. 

State-Collected Local Taxes 
The General Assembly, in 1998, replaced the utility franchise tax on piped natural gas 
with an excise tax on piped natural gas. In 2001, the utility franchise tax on local 
telephone service was replaced with a new special sales tax on telecommunications. In 
2006, the General Assembly replaced most local cable franchise taxes with a 
replacement revenue source from three special sales taxes (Sales Tax on Video 
Programming, Sales Tax on Direct-to-Home Satellite Service, and Sales Tax on 
Telecommunications).  For the purpose of the quarterly distributions (electricity, 
telecommunications, natural gas, and video programming) we assume that the fiscal 
year accrual begins with the distribution made in December.  

Electricity Franchise Tax 

 As of January 1, 2001, each city’s share of the electric utility franchise tax is based on 
the actual receipts from electric service within their municipal boundaries. The first two 
electricity franchise tax distributions of FY 09-10 were 2.3 percent higher than the 
previous year, but this rate of growth is not expected to continue for the remainder of 
the year.  We project that for FY 09-10, statewide growth in electricity franchise 
revenue will be less than one percent.  For FY 10-11, based on forecasts for the South 
Atlantic region, we expect growth of less than one percent for a second year in a row. 

 Please note that growth in this revenue source is highly sensitive to weather conditions 
in each year. Cool summers and mild winters can lead to a year with little or no growth 
in electric receipts.  Also, significant rate increases or decreases approved during the 
year will also cause receipts to change. Changes in the total amount of electricity used 
within your municipality, such as the loss of a factory, also will lower your revenues. In 
smaller municipalities the loss of a heavy commercial purchaser of electricity, such as a 
grocery store, could cause a reduction in revenues.  Any annexations of industrial or 
other facilities that are heavy users of electric services, between July 1, 2009, and July 
1, 2010, could justify using an estimate with greater growth. 

Telecommunications Sales Tax 

Began to decline at the end of FY 08-09 and the decline has continued during FY 09-10.  
Annual statewide telecommunications revenues for FY 09-10 are expected to decline 
3.0-4.0 percent from FY 08-09.  We expect that this revenue will decline another 1.5 to 
2.5 percent for FY 10-11.  

http://www.ncdot.org/programs/Powell_Bill/download/2009StateStreetAid.pdf
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For cities and towns incorporated before July 1, 2001, the distribution of this revenue is 
based on each municipality’s past share of the old telephone franchise tax, so there 
should be no local economic adjustments to the statewide growth estimate.  For more 
recently incorporated towns, the distribution is based on population and some local 
variation from the statewide percentage is possible. 

Piped Natural Gas Excise Tax 

 The first two natural gas distributions of FY 09-10 showed statewide decline of 11.9 
percent from FY 08-09.  Gas sales have improved since then due to the winter weather 
and we expect the statewide FY 09-10 distribution to municipalities to be 2.5 to 3.0 
percent below FY 08-09.  Natural gas use for the South Atlantic region is forecast to 
decline further in FY 10-11, and we expect the FY 10-11 distribution to decline by 2.0 to 
3.0 percent from the FY 09-10 level.  As always, this revenue source is highly sensitive 
to the weather and market forces.  A mild winter in FY 10-11 could lead to further 
decline in receipts from this tax.  

Because this excise tax is based on therms (units of heat) consumed and not price, 
municipalities do not see any additional tax revenue from price hikes and can even see 
consumption decline due to conservation. Serious reductions in use by a heavy industrial 
user of natural gas or a plant closure within your municipality will also lower your 
revenues. Any annexations of industrial or other facilities that are heavy users of natural 
gas, effective this fiscal year, could justify using an estimate with some growth. 

Local Video Programming Revenues 

 Revenue from video programming continued to grow during the early part of the 
recession, but has begun to decline as the recession drags on.  Video programming 
revenue distributions for FY 09-10 are expected to be 1-2 percent below the FY 08-09 
level.  For FY 10-11, we expect that video programming revenues will remain at FY 09-
10 levels or decrease by up to 1.0 percent. 

Cities with qualifying Public, Educational, and Governmental (PEG) channels are entitled 
to as much as $25,000 per channel (for up to three channels) in supplemental PEG 
channel support funds. However, the total amount of money distributed for PEG channel 
support may not exceed $2,000,000 in a fiscal year; if it does, the amount per channel 
is proportionately reduced. The amount per channel for FY 09-10 is $18,692.  These 
funds must be provided to the organization that operates the channel.  It is possible 
that additional channels will be certified for the coming year, thereby reducing the per- 
channel allocation, possibly to as low as $18,000.   

Bear in mind that to receive supplemental PEG channel funds, you must certify your 
PEG channels to the Department of Revenue each year by July 15.  The 2010 
certification forms will be available on the Department of Revenue website in June at: 
http://www.dornc.com/publications/index.html. 

Beer and Wine Taxes 

 Cities share in the beer and wine tax (where sales are legal) based on their population. 
This revenue is distributed within 60 days of March 31.  As part of the FY 09-10 budget, 
the State reduced the local share of the beer and wine taxes so that the FY 09-10 
distribution would be reduced by 2/3.  In the absence of this reduction, beer and wine 
taxes would have declined by one percent statewide in FY 09-10.  As a result, your FY 

http://www.dornc.com/publications/index.html
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09-10 beer and wine distribution should be slightly less than 1/3 of your FY 08-09 
distribution.    

For FY 10-11, the 2/3 reduction is scheduled to end, and beer and wine sales are 
expected to increase by two percent.  As a result, the FY 10-11 distribution is best 
calculated by multiplying your FY 08-09 distribution by 0.99 and that product by 1.02.  
If your municipality completes a large annexation that is effective between July 1, 2009, 
and July 1, 2010, this action might justify using an estimate with greater growth.  

It is possible that the continuing State revenue shortfalls will cause the 
General Assembly to extend the beer and wine reduction for another year.  
The League will oppose such an extension, but municipalities should develop 
their budgets with this possibility in mind.   

 [We cannot estimate changes in ABC system profits and revenues in your area, if 
applicable. Allocations are based on the local rules for the system, and you should check 
with local ABC system officials.] 

Reimbursements/Hold Harmless 
 In 2002 the General Assembly repealed $333.4 million in reimbursement payments to 

local governments and provided local governments with the authority to levy the Article 
44 one-half cent local option sales tax.   Because the revenue from the Article 44 tax 
was not expected to equal the lost reimbursements for all local governments, the 
General Assembly authorized annual hold-harmless payments (due on or before August 
15) to those local governments whose estimated revenue from the new Article 44 sales 
tax is less than 100% of the value of their repealed reimbursements. The minimum 
amount of hold harmless that will be distributed is $100. Even though the Article 44 tax 
is being eliminated and replaced for municipalities by a new city hold harmless payment, 
the reimbursement hold harmless will continue to be paid and calculated based on what 
the Article 44 tax would have produced.  

 Because the change in the amount of hold harmless payments is inversely proportional 
to the change in sales taxes, we expect the total amount of hold harmless payments to 
increase 1 to 2 percent for FY 10-11.  The impact on individual cities and towns may 
differ dramatically because counties will see variation in their change in sales taxes.  If 
the rate of change in your municipality’s sales tax distribution was better than the 
statewide rate for FY 08-09, your municipality may see a decrease in its hold harmless 
payment for FY 10-11.  Data on preliminary, detailed city-by-city estimates should be 
available from the Department of Revenue by mid-May. 

Statewide Tipping Tax/New Revenue Source 

The 2007 session of the General Assembly enacted a $2 per-ton statewide ―tipping tax‖ 
(SL 2007-550 and SL 2007-543). The excise tax went into effect July 1, 2008 and will be 
charged on municipal solid waste and construction and demolition debris that is 
deposited in a landfill in the state or transferred at a transfer station for disposal outside 
the state.  Only five distributions of tax revenue have been made so far. 

The proceeds of the tax are distributed as follows: 50% to the Inactive Hazardous Sites 
Cleanup Fund to help pay for assessment and remediation of pre-1983 landfills 
(including abandoned, unlined city or county dumps), 18.75% to cities on a per capita 
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basis for solid waste management programs and services, 18.75% to counties on a per 
capita basis for solid waste management programs and services, and 12.5% to the Solid 
Waste Management Trust Fund for grants to local governments and state agencies.   

However, the legislation allows those who applied for landfill permits before August 1, 
2006, and whose applications would be denied under the new standards of the act, to 
request reimbursement of their reasonable costs in exchange for executing a covenant 
not to sue the state. Proceeds of the tax will first be used to pay such costs, but only 
the first two quarterly distributions in February and May 2009 had such costs deducted.   

Because only five distributions of tax revenue have been made so far, it is difficult to 
project future distributions.  Fortunately, the total amount of the last two distributions 
(made in February 2010 and November 2009) were nearly equal, so using these 
distributions as the basis of future distributions appears reasonable.  If your municipality 
completes a large annexation that is effective between July 1, 2009, and July 1, 2010, 
this action might justify using an estimate with greater growth. 

Notification of Municipal Boundary Changes 
Many state-collected revenue distributions depend on accurate municipal boundary 
information, either to calculate populations or to determine utility sales within the 
municipality. It is the responsibility of individual municipalities to notify all 
appropriate organizations as soon as possible of any changes in their 
boundaries. The list of organizations you are required to provide with a revised 
boundary map and a copy of your annexation ordinance includes: the Register of Deeds 
for any counties in which your municipality is located, your local Board(s) of Elections, 
the Secretary of State, and all gas and electric companies that have customers in your 
city or town. Failing to provide this information in a timely manner could result 
in lost revenue for your municipality. Do not send copies of your annexation maps 
to the Department of Revenue, as this no longer is required. 

In addition, your municipality should respond to, and check for accuracy, the Boundary 
and Annexation Survey sent to you on or before June 28th by the State Demographer 
(NC Office of State Budget and Management); to notify her if you do not receive the 
survey by July 7th; and to return it by the deadline. The Boundary and Annexation 
Survey contains a list of all final annexations adopted since the last Census. It includes 
housing and population counts and total acreage. If you represent a rapidly growing 
municipality, it is especially important that you check the correctness of the survey and 
update data where necessary, particularly for older annexations. Otherwise, the State 
Demographer will have to base growth for older annexations on the average growth 
rate of your jurisdiction.  

If you do not respond to the State Boundary and Annexation Survey, the 
State Demographer will assume that there are no changes and will not credit 
your new annexations when estimating your population for the next year. The State 
Demographer should also be informed of any address and personnel changes for those 
who receive the survey in your municipality. Please do not expect anyone else to do 
these notifications for you. It is your responsibility alone.  
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Please remember, you will receive two boundary and annexation surveys, one from the 
State and one from the federal government; both must be completed. Completing 
just one will not provide the information to the other. 

2010 Federal Census 
The State Demographer will use whatever 2010 population counts are released by the 
Census Bureau in making all estimates for the 2010-2020 decade.   In the past there 
have been Census Bureau programs following a federal census that allowed 
municipalities the chance to request changes to the initially released census counts. 
These have included Count Question Resolution Programs and Special Census Programs. 
However, there is no guarantee these programs will exist as part of the 2010 Census. 
Any Special Census Program would not begin until at least October of 2012. Please note 
that any changes that may be allowed to the Census numbers will apply only to current 
and future State estimates and will not apply retroactively.  It will be your responsibility 
to convince the Census Bureau to make any changes to your counts. Once the State 
Demographer receives the new values from the Census Bureau, she will use them in the 
next round of population estimates. You should assume that population estimates will 
only be done annually. 

Department of Revenue Contact List 
 Listed below are the appropriate contacts at the Department of Revenue for questions 

concerning State-collected taxes: 

 

Questions about the amount of revenue included in a distribution - Cindy Honeycutt, 
Distribution Unit, (919) 733-7644. 
 
Questions about a municipality’s sales tax refund - Susan Broadwell, Examinations 
Division, (919) 754-2074. 
 
Interpretation of sales tax or occupancy tax laws - Eric Wayne, Director, Sales and 
Use Tax Division, (919) 733-2151. 
 
Requests for a list of claimants that received a sales tax refund in a county in which 
the city is located - Cindy Honeycutt, Distribution Unit, (919) 733-7644.       
 
Requests for statistical data related to State-collected taxes – Bill Spencer, Director 
Policy Analysis and Statistics Division, (919) 733-7722. 
 
To change the email address at which your receive notification of distributions - 
Rhonda Raynor, Financial Services Division, (919) 733-6723.  If you have failed to 

receive an email notification of your distributions, do not contact DOR, but instead call the 
Office of State Controller at (919) 707-0795. 
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APPENDIX A 
Calculation of FY 10-11 Sales Taxes and City Hold Harmless 

 

The first step is to estimate the amount of sales tax that will be allocated to the county or 
counties in which your municipality is located.  For municipalities located in multiple counties, 
you must estimate each county separately.  The calculation is as follows: 

C39(10)  =  C39(08) × (1+ LocΔ(09))  × (1+ LocΔ(10)) 

C40 (10)  =  C40 (08) × (1+ StΔ(09))  × (1+ StΔ(10)) 

C42(10)   = C39(08) × 0.5 × (1+ LocΔ(09))  × (1+ LocΔ(10)) 

 
C39(08) = County FY 08-09 Article 39 Distribution C39(10) = County FY 10-11 Art. 39 Distribution 
C40(08) = County FY 08-09 Article 40 Distribution C40(10) = County FY 10-11 Art. 40 Distribution 
  C42(10) = County FY 10-11 Art. 42 Distribution 

 
LocΔ(09) = Expected percent change in sales tax collected in your county, FY 08-09 to FY 09-10 
LocΔ(10) = Expected percent change in sales tax collected in your county, FY 09-10 to FY 10-11 
 
StΔ(09) = Expected percent change in statewide sales, FY 08-09 to FY 09-10  
StΔ(10) = Expected percent change in statewide sales, FY 09-10 to FY 10-11 (1%-2%) 

 
Having determined the total sales tax that will be distributed to the county, you can calculate 
the amount that your municipality will receive as follows, where M% is the percent of the 
county distribution that will be paid to your municipality based on the population or ad valorem 
tax figures that you expect to be used for FY 10-11: 
 

M39(10)  =  C39(10) × M% 

M40(10)  =  C40(10) × M% 

M42(08)   = C42(10) × M% 

 
The City Hold Harmless for your municipality can be calculated as follows: 

CHH(10)  = (1.5 × M40(10) × NF(40)) - (0.25 × M39(10) × NF(39)) 

 
CHH(10) = FY 10-11 City Hold Harmless Distribution 
 
NF(39)  = Non-food percentage of Article 39 (see Appendix B) 
NF(40)  = Non-food percentage of Article 40 (87.5%) 

 

On the following page is an example of how this calculation would work for a town where: 1) 
sales are doing slightly better than the statewide average, so that FY 09-10 sales tax paid in 
the county was forecast to be five percent less than in FY 08-09; 2) sales taxes were expected 
to grow by four percent in FY 10-11; 3) the non-food potion of Article 39 is 85 percent; and 4) 
the town expects to receive 10 percent of the county distribution: 
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Example: 
 
C39(08)  = $600,000  LocΔ(09) =  -0.05 StΔ(09)  =  -0.076 NF(39)   = 0.85 
C40(08)  = $280,000 LocΔ(10) = +0.04 StΔ(10)  =  +0.02 NF(40)   = 0.875  
 
M% =0.1 
 
C39(10)  =  $600,000 × (1-.05) × (1+.04)  =  $592,800 
C40(08)  =  $280,000 × (1-.076) × (1+.02)  =  $263,894 
C42(10) = $600,000 × 0.5 × (1-.05) × (1+.04)  =  $296,400 

 
M39(10)  = $592,800 × 0.1   = $  59,280 
M40(10)  = $263,894 × 0.1   = $  26,389 
M42(10)  = $296,400 × 0.1   = $  29,640 
 
CHH(10) = (1.5 × $26,389 × 0.875) - (0.25 × $59,280 × .85) =  $  22,039 

 

 



-12- 

APPENDIX B 
Estimated non-food percentage of Article 39 taxes 

The figures below were calculated based on averages for the 12 months ending with the March 2010 
distribution.  The portion of the Article 39 food tax that is distributed to a county is based, by statute, on 
the county’s share of the food taxes collected in FY 97-98.  The amount of food tax distributed to a 
county each month varies as a percentage the county’s Article 39 distribution. 

COUNTY 
NON-
FOOD  COUNTY 

NON-
FOOD  COUNTY 

NON-
FOOD 

ALAMANCE 86.6%  FRANKLIN 86.6%  ORANGE 84.9% 

ALEXANDER 76.4%  GASTON 83.1%  PAMLICO 78.4% 

ALLEGHANY 79.3%  GATES 64.7%  PASQUOTANK 85.9% 

ANSON 82.1%  GRAHAM 80.0%  PENDER 85.3% 

ASHE 84.7%  GRANVILLE 82.1%  PERQUIMANS 78.2% 

AVERY 83.8%  GREENE 78.8%  PERSON 83.8% 

BEAUFORT 83.8%  GUILFORD 87.7%  PITT 88.5% 

BERTIE 85.3%  HALIFAX 84.1%  POLK 79.7% 

BLADEN 80.9%  HARNETT 84.4%  RANDOLPH 83.0% 

BRUNSWICK 89.6%  HAYWOOD 84.8%  RICHMOND 83.4% 

BUNCOMBE 88.2%  HENDERSON 86.2%  ROBESON 84.8% 

BURKE 77.7%  HERTFORD 80.0%  ROCKINGHAM 80.5% 

CABARRUS 91.6%  HOKE 85.1%  ROWAN 84.1% 

CALDWELL 81.1%  HYDE 89.3%  RUTHERFORD 84.5% 

CAMDEN 92.7%  IREDELL 89.2%  SAMPSON 82.2% 

CARTERET 86.7%  JACKSON 87.1%  SCOTLAND 82.6% 

CASWELL 77.1%  JOHNSTON 88.3%  STANLY 82.4% 

CATAWBA 87.5%  JONES 90.0%  STOKES 81.0% 

CHATHAM 88.5%  LEE 85.0%  SURRY 83.3% 

CHEROKEE 85.3%  LENOIR 83.4%  SWAIN 84.9% 

CHOWAN 81.8%  LINCOLN 84.1%  TRANSYLVANIA 83.8% 

CLAY 85.4%  MACON 87.5%  TYRRELL 82.3% 

CLEVELAND 81.5%  MADISON 81.4%  UNION 88.9% 

COLUMBUS 82.8%  MARTIN 86.5%  VANCE 83.2% 

CRAVEN 88.3%  MCDOWELL 82.0%  WAKE 90.3% 

CUMBERLAND 88.8%  MECKLENBURG 90.2%  WARREN 78.8% 

CURRITUCK 92.7%  MITCHELL 84.0%  WASHINGTON 78.5% 

DARE 91.2%  MONTGOMERY 77.7%  WATAUGA 89.8% 

DAVIDSON 81.6%  MOORE 86.5%  WAYNE 85.5% 

DAVIE 86.7%  NASH 84.9%  WILKES 82.5% 

DUPLIN 82.2%  NEW HANOVER 89.4%  WILSON 86.3% 

DURHAM 90.1%  NORTHAMPTON 91.9%  YADKIN 82.2% 

EDGECOMBE 77.8%  ONSLOW 91.1%  YANCEY 81.0% 

FORSYTH 87.1%       

 



-13- 

APPENDIX C 
Article 39 Tax 

October 09 – March 10 Distributions 
Change from 08 – 09 

 

ALAMANCE -10.7% 
 

FRANKLIN -1.0% 
 

PAMLICO -8.3% 

ALEXANDER -21.8% 
 

GASTON -9.8% 
 

PASQUOTANK -0.7% 

ALLEGHANY -9.0% 
 

GATES -12.1% 
 

PENDER 1.3% 

ANSON -0.9% 
 

GRAHAM -5.3% 
 

PERQUIMANS -12.3% 

ASHE -17.7% 
 

GRANVILLE -5.6% 
 

PERSON -8.5% 

AVERY -12.9% 
 

GREENE -9.4% 
 

PITT -19.4% 

BEAUFORT -11.6% 
 

GUILFORD -12.3% 
 

POLK -9.5% 

BERTIE -10.1% 
 

HALIFAX -8.8% 
 

RANDOLPH -5.6% 

BLADEN -7.7% 
 

HARNETT -4.5% 
 

RICHMOND -1.2% 

BRUNSWICK -10.1% 
 

HAYWOOD -11.6% 
 

ROBESON -7.3% 

BUNCOMBE -7.7% 
 

HENDERSON -11.7% 
 

ROCKINGHAM -7.8% 

BURKE -3.2% 
 

HERTFORD 0.3% 
 

ROWAN -5.6% 

CABARRUS -5.0% 
 

HOKE 0.3% 
 

RUTHERFORD 3.0% 

CALDWELL -10.9% 
 

HYDE 3.5% 
 

SAMPSON -18.0% 

CAMDEN -11.5% 
 

IREDELL -17.8% 
 

SCOTLAND -6.9% 

CARTERET -3.1% 
 

JACKSON -10.5% 
 

STANLY -3.1% 

CASWELL -1.7% 
 

JOHNSTON -2.7% 
 

STOKES -5.4% 

CATAWBA -22.6% 
 

JONES 28.0% 
 

SURRY -14.4% 

CHATHAM -6.0% 
 

LEE 11.8% 
 

SWAIN -3.9% 

CHEROKEE -10.3% 
 

LENOIR -2.7% 
 

TRANSYLVANIA -13.8% 

CHOWAN 10.8% 
 

LINCOLN -14.8% 
 

TYRRELL 2.1% 

CLAY -12.2% 
 

MACON -10.9% 
 

UNION -14.3% 

CLEVELAND -5.6% 
 

MADISON 0.3% 
 

VANCE -9.3% 

COLUMBUS -3.7% 
 

MARTIN -20.6% 
 

WAKE -8.9% 

CRAVEN -8.5% 
 

MCDOWELL -8.2% 
 

WARREN -9.3% 

CUMBERLAND -10.6% 
 

MECKLENBURG -10.1% 
 

WASHINGTON -11.2% 

CURRITUCK -0.3% 
 

MITCHELL -6.0% 
 

WATAUGA -11.6% 

DARE -2.3% 
 

MONTGOMERY -2.5% 
 

WAYNE 0.1% 

DAVIDSON -7.0% 
 

MOORE -2.1% 
 

WILKES -8.4% 

DAVIE -4.2% 
 

NASH -2.0% 
 

WILSON 3.8% 

DUPLIN -3.2% 
 

NEW HANOVER -10.4% 
 

YADKIN -1.1% 

DURHAM -14.6% 
 

NORTHAMPTON -0.6% 
 

YANCEY -13.3% 

EDGECOMBE -14.8% 
 

ONSLOW 3.7% 
   FORSYTH -6.9% 

 
ORANGE 3.5% 

    

 


