
 

  

Revenue Report: August 2016 
 



The League will be periodically producing Revenue Reports such as the one below throughout 
the coming months. They are intended as an update on and a lead-in to the League’s annual 
forecast of state-collected local revenues, produced in the spring of every year. If you have any 
questions about anything related to this report, please email League Director of Research & 
Policy Analysis Chris Nida. 

Since the League published its annual revenue projections in late March, there has been at 
least one notable change to the state-collected local revenue picture. An expansion of the sales 
tax to additional repair and maintenance services went into effect on March 1. As you will see 
below, that expansion is reflected in the distributions received by local governments in June, 
leading to strong recent sales tax growth that appears to be flattening somewhat. Economic 
projections for the remainder of the year remain generally positive, if moderately so in some 
cases. 

News is mixed on other revenue sources, where a combination of factors touched on below 
have led to year-over-year decreases in local government distributions, particularly in the area 
of utility sales taxes. 

LOCAL GOVERNMENT SALES TAXES 

The chart below shows two different year-over-year comparisons in regards to local distributions 
of Article 39 sales tax revenues. The blue line represents the change in one month’s sales tax 
distributions as compared to the same month in the previous fiscal year. The red line represents 
the sum of the previous three months’ distributions as compared to the same three months in 
the previous fiscal year. 

 
-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

Ja
n-

15

Fe
b-

15

M
ar

-1
5

Ap
r-

15

M
ay

-1
5

Ju
n-

15

Ju
l-1

5

Au
g-

15

Se
p-

15

O
ct

-1
5

N
ov

-1
5

De
c-

15

Ja
n-

16

Fe
b-

16

M
ar

-1
6

Ap
r-

16

M
ay

-1
6

Ju
n-

16
Local Sales Tax Distributions Year-Over-Year Comparison 

From Same
Month Last Year

3 Month Avg  to
Same Last Year

NCLM | Revenue Report: August 2016 2 
 

http://www.nclm.org/SiteCollectionDocuments/Legislative/2016%20Revenue%20Projections/FY%2016-17%20Revenue%20Projections%20Memo.pdf
http://www.nclm.org/SiteCollectionDocuments/Legislative/2016%20Revenue%20Projections/FY%2016-17%20Revenue%20Projections%20Memo.pdf
mailto:cnida@nclm.org
mailto:cnida@nclm.org
http://www.nclm.org/SiteCollectionDocuments/Legislative/2016%20Revenue%20Projections/FY%2016-17%20Revenue%20Projections%20Memo.pdf


The recent spikes in both graphs coincide with the expansion of the state’s sales tax base in 
March. It is impossible to determine exactly how much of that spike is due to the expanded 
base, but that certainly played a role – and quite possibly a large one. The last three months of 
distributions are up a collective 12.7 percent over the same three months in FY2014-15, and 
with one distribution remaining in the 2015-16 Fiscal Year, total distributions have increased 6.5 
percent over the same 11 months in FY14-15. 

If there is a note of caution, it is related to the sharp downward plummet that can be seen the 
last two months in the one-month comparison. Distributions for June collections (May sales) 
were down 2.3 percent from the previous month, and were up just 3.3 percent from the same 
month in the previous fiscal year even with this year’s expanded sales tax base. Whether this is 
an anomaly or the beginning of a sales tax slowdown in the coming months remains to be seen. 

One final note on local sales taxes: Each month, the N.C. Department of Revenue releases 
reports on taxable sales made in N.C. The League has tracked those numbers for construction-
related sales (furniture/lumber and building material) and all other sales, and compared them to 
taxable sales made in the pre-recession months of 2008. Including sales data from May marked 
the first three-month period since 2008 that North Carolina had the same amount of 
construction-related sales as it did pre-recession (see below). As with the distributions above, 
the expansion of the sales tax base into repair and maintenance services likely played a role in 
these figures, but it remains something of a milestone nonetheless. 
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ECONOMIC INDICATORS 

Sales tax distributions are of course largely dependent on the state of the economy, and the 
recent reports on North Carolina’s economy are reasonably favorable. The state’s 
unemployment rate fell below 5 percent in June, with Wells Fargo noting that the 19,400 jobs 
N.C. added in June was the fifth-strongest gain in the nation. While Wells Fargo notes that this 
was somewhat exaggerated by the addition of seasonally adjusted jobs, the employment picture 
in June was still strong, and the 4,200 additional manufacturing jobs in N.C. in June were the 
most in the nation. 

The Federal Reserve of Richmond’s Carolinas Survey of Business Activity also indicated 
positive movement in July, though that came on the heels of disappointing results in recent 
months. July’s responses indicated an increase in the current general business conditions 
index, as well both current business spending and plans for further spending increases in the 
coming six months. The Richmond Fed also reported a 15.8 percent year-over-year increase in 
N.C. private housing starts for the month of June, and a 5.1 percent increase in the housing 
price index. Wells Fargo noted that Charlotte and Raleigh markets specifically were “the 8th- and 
15th-largest markets, respectively, for single-family housing permits during the first six months of 
2016.” Increased construction activity in particular can lead to increased sales tax revenues for 
local governments. 

Data such as this has led some of the state’s economic experts to remain relatively optimistic for 
the near-term future of the economy. Dr. Michael Walden reported that his Index of North 
Carolina Leading Economic Indicators shows that it is likely there will not be a recession in the 
state in 2016, and as of June Dr. John Connaughton was projecting 2.1 percent growth in Gross 
State Product for 2016 and an additional 2.0 percent growth in 2017. Election-year uncertainty 
may remain at a national level, but projections for sustained moderate growth continue in North 
Carolina. 

UTILITY SALES TAXES 

The Department of Revenue quarterly distributes sales tax revenues related to four separate 
utilities – electricity, natural gas, telecommunication services, and video programming. Here is a 
quick look at the most recent quarterly distribution for each of them. 

• Electricity: Effective with the 2014-15 Fiscal Year, the General Assembly changed how 
the revenues from electricity and natural gas were distributed to municipalities. The 
franchise tax was eliminated, and municipalities are now distributed a percentage of the 
general sales tax that is applied to the sale of electricity and natural gas. 
 
Revenues from electricity sales have increased since that change was made, but in the 
most recent two quarters electricity revenues have decreased from their FY14-15 levels. 
The distribution for sales from January-March 2016 was down 6.7 percent for sales in 
the same quarter of last year. Thanks to an especially strong first quarter that compares 
with the first quarter of FY14-15 when the change in distribution method was still being 
implemented, electricity revenues are still up on the whole for FY15-16. This is also a 
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particularly weather-dependent revenue source, so recent temperatures could lead to 
increased distributions in the final quarter of FY15-16 and the first quarter of FY16-17. 
 

• Natural gas: Whereas electricity-related revenues have increased following the change 
in distribution method, it has been quite the opposite for natural gas sales. The most 
recent quarter was down almost 25 percent from the same quarter in FY14-15, and 
through three distributions of the 2015-16 Fiscal Year natural gas revenues are down 15 
percent overall from FY14-15. As another weather-dependent revenue, recent warm 
temperatures are not likely to help bolster these revenues in the near future. However, a 
large refund for a natural gas company was processed for the final quarter of FY14-15, 
meaning that the final distribution for FY15-16 is likely to look strong by comparison and 
help improve the current year-over-year 15 percent decrease. 
 

• Telecommunication services: Telecommunication revenues have also decreased in 
recent years, at least in part due to many consumers eliminating home phone service in 
favor of going strictly wireless. The most recent quarter marked the sixth straight quarter 
of year-over-year decreases in telecommunication revenues, and on the whole they are 
down 18.7 percent thus far in FY15-16. 
 

• Video programming: The most recent quarter of video programming revenues was 
actually up a little less than 1 percent, but even with that through three quarters of FY15-
16 the distributions are still 5.1 percent below where they were in FY14-15. 

BEER & WINE TAXES 

As was mentioned in the revenue forecast, the 2016 distribution of beer and wine taxes to local 
governments was down 6.3 percent from the 2015 distribution. This came despite overall state 
collections of beer and wine taxes increasing by just over 5 percent. The League has consulted 
with the Department of Revenue but as yet no determination as to why local revenues 
decreased has been made. Collections from April through July of 2016 are up 6.4 percent over 
April-July 2015. We will continue working to be able to let you know whether these increased 
collections will be reflected in the 2017 distribution of these revenues. 

SOLID WASTE DISPOSAL TAX  

The most recent distribution of solid waste disposal tax revenues to cities and counties was 
almost identical to the same quarter in the previous year -- $1.718 million for the quarter ending 
March 31, 2016, and $1.717 million for the quarter ending March 31, 2015. That is very much in 
line with the overall trend for the fiscal year, as the first three distributions of FY15-16 are down 
less than 1 percent from the same three distributions in FY14-15. 

RESOURCES 

• Local government revenue distribution data can be found on the N.C. Department of 
Revenue website. 
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• The N.C. Association of County Commissioners has been providing a helpful monthly 
breakdown of sales tax distributions on its County Research Pulse blog. 
 

• Information on economic indicators used in this report can be found in the following 
locations: 
 

o Federal Reserve Bank of Richmond 
 

o Wells Fargo 
 

o Dr. Michael Walden of N.C. State University 
 

o Dr. John Connaughton of UNC-Charlotte 
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