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1 EXECUTIVE SUMMARY
This document provides a detailed analysis and forecast of state-collected taxes that are distributed to
local governments each year. The projections provided here cover the remainder of the current fiscal year
(2017-2018) and the upcoming fiscal year (2018-2019). All statewide projections for each tax revenue
source are summarized in the table below, and hyperlinked to the corresponding memo section, for your
convenience. More information on the recent legislative history and distribution formulas for each
revenue source below can be found in our Basis of Distribution Memo.
The League also now publishes quarterly “Revenue Reports,” which summarize state-collected local
revenues as they are distributed throughout the year, and provide a snapshot of historical trends. All
annual projections and quarterly reports can be found on the NCLM State-Collected Revenue Projections
page of our website.

Projected Change from
FY16-17 to FY 17-18

Revenue Source

Projected Change from
FY17-18 to FY18-19

Sales and Use Tax

5.0%

4.5%

Powell Bill

n/a

0.0%

Electricity Sales Tax

- 1.0%

1.0%

Local Video Programming Tax

- 1.5%

- 1.0%

Telecommunications Sales Tax

- 5.0%

- 4.0%

Piped Natural Gas Sales Tax

5.5%

1.0%

Alcoholic Beverages Tax

- 5.0%

0.0%

Solid Waste Disposal Tax

2.0%

1.5%

1.1 CAUTIONARY NOTE
Please read through the entire memo for important caveats and context related to each of the League’s
projections for the revenue sources above.
Estimates included in this document should be used only as a rough guide in preparing your Fiscal Year
2018-19 proposed budget. Estimates 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. Revenue estimates
are always subject to error, and may fluctuate widely based on unpredictable factors such as weather
conditions and policy changes. Our goal is to provide municipalities with a reasonable projection of where
State-collected revenues are heading.
These estimates also assume that the General Assembly will make no changes in 2018 to the formulae
that govern municipal shares of State-collected revenue. Please continue to pay close attention to the
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League’s Legislative Bulletins throughout the session for updates on the state of any legislation. If our
revenue estimates change materially prior to July 1 due to economic circumstances or legislative action,
we will advise you of the changes.

1.2 QUESTIONS AND CONTACTS
Any questions related to this document should be directed to Chris Nida, Director of Research & Policy
Analysis. For your convenience, this document also includes North Carolina Department of Revenue
contacts for any other questions. Special thanks to the Public Affairs team at the North Carolina League
of Municipalities, Anca Grozav and Michael Cline with the North Carolina Office of State Budget and
Management, and Cindy Matthews and Ernest Irving of the Local Government Division in the North
Carolina Department of Revenue for their assistance in preparing this document.

2 OVERVIEW OF ECONOMIC CONDITIONS
2.1 FEDERAL OVERVIEW
National economic optimism remains high by all accounts, though somewhat tempered beyond this next
year. According to the Duke University-CFO Global Business Outlook Index, the Optimism Index is at an
all-time high. Forty percent of companies plan to increase wages, and 38 percent plan to increase hiring,
mainly as a result of federal corporate tax reform.1,2 Similarly, the American Institute of CPAs’ first quarter
2018 survey found the CPA Outlook Index is at its highest ever, with respondents indicating that optimism
will be reflected in employment and capital spending plans. Retail trade, manufacturing, and technology
industry optimism continue to improve while construction industry optimism declined by three percent
from last quarter.3 In PwC’s annual survey of CEOs, 52 percent of U.S. CEOs were “very confident” in
revenue growth in the next 12 months, the highest percentage since the recession. However, the number
of U.S. CEOs that are “very confident” in revenue growth in the next three years has declined by 4 percent
since 2016.4 February’s Consumer Confidence Index increased from January and is at its highest level since
2000.5 As of this writing, the Dow Jones index peaked in January with a slight decline through March but
remains 19.74 percent up from this time last year.6
Since the publication of last year’s memo, the federal government has made some significant policy
changes that may impact local government revenue projections, particularly for sales tax. The Tax Cuts
and Jobs Act of 2017 nearly doubles standard deductions and lowers the corporate income tax rate to 21
percent, among other reforms. Overall, most North Carolina residents will likely see a reduction in federal
taxes, which increases spending potential. Corporate tax cuts may also incentivize hiring and wage growth,
which would also have positive implications for sales tax revenue. However, municipal government
budgets may be negatively affected in other ways. A lower corporate tax rate could make municipal bonds
1

https://www.wraltechwire.com/2018/03/07/duke-survey-optimistic-biz-execs-to-boost-hiring-wages-in-wake-of-tax-reform/
http://www.cfosurvey.org/2018q1/US-KeyNumbers.pdf
3
https://www.aicpa.org/content/dam/aicpa/interestareas/businessindustryandgovernment/newsandpublications/downloadabledocuments/1q-2018eos-es.pdf
4
https://www.pwc.com/us/en/library/ceo-agenda/ceo-survey.html
5
https://www.conference-board.org/data/consumerconfidence.cfm
6
http://money.cnn.com/data/markets/dow/
2
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and loans less competitive compared to other types of investments, which would increase municipal
interest rates and thus the cost of municipal debt.7 In addition, the federal tax bill caps State and Local
Tax (SALT) deductions at $10,000, which could make it more difficult for local governments to raise taxes,
and could lead to a decline in home prices.8
The Federal Reserve this week raised its benchmark interest rate to a range of 1.5 to 1.75 percent, with
two more rate increases expected in 2018. While the Federal Reserve concluded that the economy
continues to strengthen, the decision to increase rates is motivated by some concern that low
unemployment may set off inflation as companies increase wages to compete for labor, thus increasing
the price of goods.9 The national unemployment rate was at 4.1 percent in February, remaining at its
lowest in over 10 years.10,11 It remains to be seen how recent federal decisions on a variety of additional
topics – including health care, infrastructure spending, the federal budget, trade tariffs, and immigration,
to name a few – will continue to impact economic performance and optimism. But heading into April, the
national economy remains strong.

2.2 STATE OVERVIEW
Similar to the national economy, North Carolina’s economic outlook is good. Wells Fargo’s 2017 year-end
report showed an average of 9,900 jobs added during each of the last three months of 2017. However,
unemployment rose slightly to 4.5 percent by the end of 2017, and exceeds the national average.12 Dr.
Michael Walden of N.C. State reported that North Carolina’s aggregate growth rate in real GDP surpassed
national growth for the third straight year in 2017, yet lags slightly behind GDP growth for the Southeast.
Walden’s index of economic indicators rose slightly in February by 0.6 percent, likely due to a surge in
building permits, and is up by 2.9 percent from last year. Walden projects that economic growth in 2018
will expand real GDP by 2.8 percent, reduce the jobless rate to 3.6 percent, and add 70,000 jobs. He cites
inflation, higher interest rates, and a possible trade war as factors to watch in 2018.13,14 John Connaughton
of UNC-Charlotte also projects a 2.9 percent increase in real Gross State Product from 2017 to 2018, an
unemployment drop to 4.0 percent, and the creation of 127,300 jobs.15 The March 2018 Carolinas Survey
of Business Activity, from the Federal Reserve Bank of Richmond, also showed an increase in its index,
indicating firms expect to see business conditions and sales continue to improve. Although employment
growth continues, one finding worth highlighting is that firms report more difficulty finding employees
with required skills.16
In particular, skilled labor supply seems to be a growing issue in the construction sector. Although building
activity has increased, Wells Fargo’s report shows a decline in construction sector jobs. The authors
7

http://www.governing.com/topics/finance/gov-tax-reform-governments-borrowing-cost-municipal-bond.html
http://www.gfoa.org/sites/default/files/SALTFinalReportJul2017.pdf
9
https://www.nytimes.com/2018/03/21/business/economy/federal-reserve-interest-rates.html
10
https://data.bls.gov/timeseries/LNS14000000
11
https://www.nytimes.com/2018/03/21/business/fed-interest-rate.html
12
https://www08.wellsfargomedia.com/assets/pdf/commercial/insights/economics/regional-reports/nc-employment20180123.pdf?https://www.wellsfargo.com/assets/pdf/commercial/insights/economics/regional-reports/nc-employment-20180123.pdf
13
https://ag-econ.ncsu.edu/wp-content/uploads/2015/11/northcarolinaeconomicoutlookq12018.pdf
14
https://ag-econ.ncsu.edu/wp-content/uploads/2018/03/february2018.pdf
15
https://belkcollege.uncc.edu/sites/belkcollege.uncc.edu/files/media/March%202018%20EF%20web.pdf
16
https://www.richmondfed.org//media/richmondfedorg/research/regional_economy/surveys_of_business_conditions/carolinas/2018/pdf/car_03_01_18.pdf
8
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attribute this to a short supply of construction labor, which indicates that year-to-year growth in this
sector will likely be slower, despite high demand. 17 Dr. Walden points out that while residential
construction has grown since 2011, the sector’s economic activity remains below pre-recession levels.18
However, according to the most recent Department of Revenue taxable sales data, taxable sales in
construction-related areas has finally surpassed pre-recession levels by $1.5 billion (6.1 Figure 1). (All
other sales continue to grow steadily as well.)
The Federal Reserve Bank of Richmond also reports that housing starts in North Carolina are up 25.2
percent from last year (6.1 Figure 2). Housing demand continues to drive up home prices, which rose 5.5
percent in North Carolina from December 2016 to December 2017. Year-over-year growth in home prices
was experienced by every Metropolitan Statistical Area (MSA) in the state (6.1 Figure 3). While positive
for the industry, and the construction-related portion of sales tax revenue, housing affordability is an
emerging policy concern for municipalities, particularly when wages are growing at a slower rate than
home prices (6.1 Figure 4).19,20
Although the outlook for the state economy looks positive overall, your local situation may vary widely
from the statewide projections. To the extent possible, always incorporate knowledge of your local
situation into consideration of any projections you make for the coming year. The projections for changes
in state-collected local tax revenue presented in the remainder of this report are generated using the NC
Department of Revenue’s aggregated statewide distribution data. Local factors should be taken into
account when adjusting the statewide projections for your local budget.

3 STATE-COLLECTED GOVERNMENT TAX REVENUE PROJECTIONS
3.1 SALES AND USE TAX
As a reminder, this report assumes that each municipality accrues the September 15 sales tax distribution
to the prior fiscal year. Therefore, the FY 18-19 sales tax forecast year runs from the October 15, 2018
distribution through the September 15, 2019 distribution, reflecting July 2018 through June 2019 retail
sales (See 6.2).21
Since Fiscal Year 2008-09, Article 39 sales tax distributions have seen positive growth each year. However,
for the past three fiscal years, the growth rate has declined (6.3 Figure 5). So far in Fiscal Year 2017-18,
monthly distributions have exceeded prior years, though September and November distributions were
only slightly higher than the same months in Fiscal Year 2016-17 (6.3 Figure 6).
17

https://www08.wellsfargomedia.com/assets/pdf/commercial/insights/economics/regional-reports/nc-employment20180123.pdf?https://www.wellsfargo.com/assets/pdf/commercial/insights/economics/regional-reports/nc-employment-20180123.pdf
18
https://ag-econ.ncsu.edu/wp-content/uploads/2015/11/northcarolinaeconomicoutlookq12018.pdf
19
https://www.richmondfed.org/research/regional_economy/reports/fifth_district_economic_indicators#tab-4
20
https://www.richmondfed.org/-/media/richmondfedorg/research/regional_economy/reports/snapshot/pdf/snapshot_nc.pdf
21 Because of the change from quarterly to monthly sales tax distributions, the Local Government Commission (LGC) encourages the use of a 90day 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. [https://www.nctreasurer.com/slg/Memos/1015.pdf]
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Despite slower growth, sales tax revenue continues to increase nonetheless (with local variation). Through
the first half of Fiscal Year 2017-18, combined Article 39 and 40 distributions were about 5.0 percent
ahead of Fiscal Year 16-17. The growth was not uniform across the state, but it was positive in 96 of 100
North Carolina counties. In 32 of these counties the increase exceeded 6 percent.
The consensus revenue forecast jointly issued in December by the legislature’s Fiscal Research Division
and the Office of State Budget and Management found that, through December, state Sales and Use tax
collections were 0.7% below the 6-month target. However, during the first quarter, long-run baseline
growth in net collections was above both the post-recession and pre-recession growth averages. Their
prediction for net collections of Sales and Use tax for Fiscal Year 2017-18 is 4.7% growth.22
As noted in the overview above, near-term economic projections are generally positive, and consumer
confidence in the economy is high. Real personal income in North Carolina rose 2.27 percent from the
third quarter of 2016 to the same time in 2017. We expect that FY17-18 statewide sales tax distributions
will finish 5 percent above FY16-17 distributions.
Right now, projections for Fiscal Year 2018-19 are optimistic as well, for most of the reasons noted above,
and there does not seem to be any immediate slowdown ahead. That, of course, can change quickly. The
effect of shifts in federal policy could impact the amount of money in consumers’ pockets. So, too, could
any unexpected increase in energy prices. Barring such an event, though, by most all accounts North
Carolina seems set for another year of steady, moderate growth. We expect that FY18-19 statewide local
sales tax distributions will be 4.5 percent above FY17-18.

3.1.1 County Sales Tax Distribution Method
Every April, counties can change the method of distributing local option sales tax revenues within the
county, either 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 2018. A change in the distribution method made by a county in April 2018 will become effective
for the distribution made in July 2018. As a result, it will affect both your Fiscal Year 2017-18 and Fiscal
Year 2018-19 sales tax revenues.

3.1.2 Sales Tax/City Hold Harmless Calculator
Again, the League cautions readers that local conditions dictate to what extent you should adjust the
statewide number for your particular jurisdiction. The League’s sales tax calculator can help project your
sales tax growth independent of the sales tax reallocation in G.S. 105-524. The amount of your county’s
adjustment to its sales tax revenue as a result of reallocation can be found in your monthly distribution
reports from the Department of Revenue under the column heading “G.S. 105-524 Adjustments.”

22

https://www.ncleg.net/FiscalResearch/generalfund_outlook_pdfs/1718%20Outlooks/January%202018%20General%20Fund%20Revenue%20Update.pdf
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The League’s sales tax calculator spreadsheet can be found on the NCLM State-Collected Revenue
Projections page of our website. For split cities, you must calculate the sales tax for each county
separately. Please remember that this calculator does not include any funds related to the
aforementioned reallocation. The calculator will provide much of the data that you need, but there are
several figures that you must provide:
1. Your estimate of the rate of growth in sales for your county (or counties) for Fiscal Year 201718. The spreadsheet will indicate the county growth rate so far this year and the statewide growth
rate. Use these rates to decide what, if any, difference you expect there to be between the
forecasted statewide sales tax growth rate of 5.0 percent and the expected rate of growth in your
county. Changes in construction activity, employment, and the number of businesses in the
county all will have an effect on the rate at which sales taxes will grow or decline. Sales tax growth
also can be affected by significant one-time events, such as destructive storms, heavy snowfalls
that limit travel, or tourism events that do not occur every year. Those factors also should be
taken into account when adjusting the statewide change percentage to local circumstances.
Finally, if your municipality is located in a small county, recognize that sales taxes in these counties
can change dramatically from one year to the next due to 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.
2. Your estimate of the rate of growth in sales for your county (or counties) for Fiscal Year 201819. The spreadsheet will indicate the forecasted statewide growth rate. You will need to decide
what, if any, difference you expect there to be between the forecasted statewide rate and the
rate of growth in your county. 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. Sales tax growth also can be affected by significant one-time events, such as
destructive storms, heavy snowfalls that limit travel, or tourism events that do not occur every
year. Those factors also should be taken into account when adjusting the statewide change
percentage to local circumstances.
3. Your municipality’s share of your county’s FY 17-18 sales taxes. These figures are available from
the monthly sales tax distribution reports, available on the DOR website at
http://www.dornc.com/publications/reimbursement.html.
4. Your municipality’s estimated share of your county’s FY18-19 sales taxes. For ad valorem
counties, a large tax increase or decrease by another unit of government in your county for FY1718 may result in a change in your percentage for the FY18-19 allocations. For per capita counties,
an annexation of population by your municipality or by another in the county, effective between
July 1, 2017, and July 1, 2018, may change your municipality’s percentage.

3.2 POWELL BILL
Beginning three years ago, the General Assembly began appropriating state dollars for Powell Bill funds,
rather than the previous method of basing distribution on a percentage of gas tax revenue. Last year, the
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General Assembly again included an appropriation of $147.5 million in the two-year budget, covering the
2017-2018 biennium. The League continues to project that this amount will remain consistent. We
appreciate the legislature’s commitment to keeping Powell Bill funding steady at a time of declining gas
tax revenues. If the General Assembly chooses to adjust the amount of Powell Bill funds in its budget, the
League will let its members know.
Of the total annual distribution of Powell Bill funds, 75 percent is allocated among eligible cities based on
population. Assuming the total amount of Powell Bill funds remains consistent at $147.5 million, and the
state’s municipal population increases at approximately the same rate as it has over the last five years,
we would project the per capita allocation for the FY18-19 Powell Bill distribution to be $19.60. To
estimate your expected population-based distribution, multiply this amount by your expected 2018
population. Your Certified 2016 Population Estimates (July 1, 2016 Estimates with July 1, 2017 Municipal
Boundaries) can be found at the bottom of the Office of State Budget and Management’s Municipal
Population Estimates page: https://www.osbm.nc.gov/demog/municipal-estimates. You should adjust
your 2016 Certified Population to account for any annexations going into effect between July 1, 2017 and
June 30, 2018.
The remaining 25 percent of the Powell Bill distribution is allocated based on the number of citymaintained street system miles in each municipality. The projected value of the mileage-based allocation
for the FY18-19 Powell Bill distribution is $1,609.84 per street mile. After calculating your estimated citymaintained street mileage as of July 1, 2018, multiply that figure by the per-mile rate to calculate your
city’s total street mile allocation.

3.3 UTILITY SALES TAXES
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.

3.3.1 Electricity Sales Tax
During Fiscal Year 2014-15, cities experienced significant growth in electricity tax revenue following a
legislative change to the distribution method. While electricity tax revenue again grew in Fiscal Year 201516, it began to decline in Fiscal Year 2016-17 (6.4 Figure 7). Although each quarterly distribution remains
significantly higher than distributions prior to the legislative change, every quarterly distribution since
December 2015, except for one, has declined year-over-year (6.4 Figure 8). The first two quarterly
distributions for Fiscal Year 2017-18 (in September and December) were approximately 4 percent lower
than the first two quarters the previous year.
The League has confirmed with the Department of Revenue that there have been no significant utility tax
refunds processed in recent months and there are likely to be no large refunds in the near future. The
decline in recent revenues is most likely a function of consumption and price. As we note every year,
utility-related revenues are extremely weather-dependent. One factor may be that the total number of
cooling degree days for the first two quarters of 2017 was 50% less than the same period in 2016,
according to data from the National Centers for Environmental Information. Looking forward, the Energy
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Information Administration (EIA) projects substantial electricity price increases in the South Atlantic
region through 2019 (6.4 Figure 9). EIA projections also show that while electricity sales have decreased
from 2016 to 2017, they are expected to increase for all sectors, except industrial, from 2017 through
2019 (6.4 Figure 10). However, industrial electricity sales represent the lowest amount of total retail
electricity sales (6.4 Figure 11).
Electricity tax distributions so far this year are behind last year’s pace. However, EIA projections for an
increase in electricity prices and sales, lead us to be optimistic that revenues will finish the fiscal year
having declined only slightly from Fiscal Year 2016-17. As always, significant changes in temperature – and
thus consumption – could impact this projection. But assuming that temperatures remain somewhat
constant from last year, we project that statewide electricity sales tax revenue for FY17-18 will decrease
by 1.0 percent.
Similarly, the coming fiscal year’s revenues will depend on weather (and consumption in general) and
electricity prices. The EIA is predicting a moderate rise in both consumption and prices through calendar
year 2018 and into 2019. However, based on the overall quarterly decline since December 2015, we
expect little to moderate growth in this revenue source. Assuming continued growth in the economy, we
project that electricity sales tax revenue will increase by 1.0 percent in FY18-19.
Please remember that, unlike in the past, local fluctuations in electricity consumption or population will
not affect your distribution. Any excess revenues over those generated statewide in Fiscal Year 2013-14
are distributed based on your city’s percentage of total property taxes levied. As such, changes in your
property tax rate or base could affect the ad valorem distribution of any excess revenues, but the change
would have to be extremely significant to materially affect the statewide calculation.

3.3.2 Piped Natural Gas Sales Tax
Unlike electricity tax, natural gas tax revenues declined sharply under the new distribution formula that
went into effect in Fiscal Year 2014-15. In the years since, natural gas tax revenue has increased each year,
though it still remains below annual totals prior to the formula change (6.5 Figure 12).
Quarterly distributions for natural gas sales tax revenue vary dramatically throughout the year, with the
highest distribution by far typically occurring in March. At the time of last year’s revenue projection, the
first two quarterly distributions of Fiscal Year 2016-17 were much lower than the same quarters the prior
year, and followed distributions in March and June 2016 that were also lower than the prior year. Despite
this decline, the final two quarterly distributions of Fiscal Year 2016-17 ended up much higher than the
same quarters the previous year (6.5 Figure 13). In total, the annual distribution for Fiscal Year 2016-17
was 4 percent higher than Fiscal Year 2015-16.
Unlike last year, the first two quarterly distributions this fiscal year (2017-18) have been 23 percent higher
than the same period last year (6.5 Figure 13). Again, consumption (largely driven by weather) and price
are the most likely factors affecting these distributions. The first two quarters of Fiscal Year 2017-18 have,
in fact, seen lower average temperatures and a higher number of heating degree days than the same
period last year. Despite such a large increase from last year, the overall annual trend will again depend
mainly on this year’s remaining two distributions in March and June 2018. So far this year, the average
temperature in January 2018 was ten degrees colder than January 2017, though February was one degree
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warmer. The EIA projects prices will rise slightly for the commercial and industrial sectors and decline for
the residential sector from 2017 to 2019 (6.5 Figure 14). Consumption is expected to increase and then
stabilize for all sectors during the same time period (6.5 Figure 15).
We project the statewide FY17-18 distribution of natural gas sales tax revenues to municipalities to be
5.5 percent higher than in FY16-17.
Trends over the past few years combined with EIA projections provide reason for optimism that this
revenue source may increase, though only slightly. Continued population increase in the state and
relatively strong economic conditions will also help.
We project a 1.0 percent increase in natural gas sales tax revenues in FY18-19.
Similar to electricity, because any future adjustments to this distribution will be made based on statewide
property tax levies, it will not be affected by any changes in current users of natural gas in your town or
on any population gains or losses you experience.

3.3.3 Telecommunications Sales Tax
The first two quarterly distributions of telecommunications sales tax in Fiscal Year 2017-18 were down
about eight percent compared to the same period the previous year. In fact, annual totals for
telecommunication sales tax distributions have declined every year since Fiscal Year 2008-09 (6.6 Figure
16). Not one quarterly distribution since December 2014 has seen an increase over the year prior, except
for December 2016, which only exceeded the previous year due to a large refund processed in December
2015 (6.6 Figure 17).
Much of the decline is related to customers abandoning landline telephone service for mobile telephone
service. Mobile penetration and engagement continues to increase among virtually all age levels. A 2016
Gfk MRI survey showed that 57 percent of households in the South have no landline telephone but do
have a cell phone.23 This regional estimate exceeds the CDC’s 2016 nationwide estimate of 50.5 percent
of adults living in households with only wireless telephone service nationally.24
Given this continuing trend, we expect that annual statewide telecommunications revenues for FY17-18
will decrease by 5.0 percent. We expect these revenues to decline further next year. We predict
telecommunications taxes will decline by 4.0 percent in Fiscal Year 2018-19.
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. These cities and towns will also be unaffected by any
population changes.
For towns incorporated on or after July 1, 2001, the distribution is based on population, so some local
variation from the statewide percentage is possible and differences between the 2016 and 2017 Certified
Population estimates will affect distributions.

23
24

http://www.gfk.com/insights/press-release/over-half-of-us-adults-live-in-cellphone-only-households/
https://www.cdc.gov/nchs/data/nhis/earlyrelease/wireless201705.pdf
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3.3.4 Local Video Programming Tax
Annual total video programming distributions have seen both growth and decline year-over-year in the
last five fiscal years, though the overall trend is downward (6.7 Figure 18). The overall decline is primarily
attributable to cable TV customers “cutting the cord” in favor of streaming services.
Most recently, Fiscal Year 2016-17 total distribution was 1.1 percent higher than Fiscal Year 2015-16. This
increase may be explained by a large difference in the December 2016 quarterly distribution, compared
to December 2015 (6.7 Figure 19). The December 2015 distribution was extremely low due to the same
refund that affected telecommunications revenue that period (see previous section). As a result, the
distribution total for Fiscal Year 2015-16 was unusually low, making the Fiscal Year 2016-17 total
distribution appear higher than otherwise would be predicted. Unlike last year’s early trends, the first
two quarterly distributions of Fiscal Year 2017-18 are down a combined 3.4 percent from Fiscal Year 201617 (6.7 Figure 19). This fiscal year will likely experience an overall decline from last year’s totals.
We expect that the statewide annual distribution will decline by 1.5 percent in Fiscal Year 2017-18.
Based on performances in recent quarters, we project that future revenues will also decline, though at a
slightly slower rate. We expect that video programming revenues will decrease by 1.0 percent in Fiscal
Year 2017-18.
While this distribution is not based directly on population, population change is a factor in the annual
formula. As a result, growth or decline in population between the 2017 and 2018 Certified Population
Estimates will affect these revenues, although not in the exact percentage as the increase or decline in
population.
Cities with qualifying Public, Educational, and Governmental (PEG) channels are entitled to supplemental
PEG channel support funds for up to three channels. These funds must be provided to the organization
that operates the channel. The amount per channel for FY17-18 is approximately $27,027. Factors that
affect PEG funding include the total number of PEG channels and any returns of PEG channel money.
Three new channels will be added by the end of this year; however, this is not expected to result in a
significant funding decrease this year or in FY18-19.
To receive supplemental PEG channel funds, you must certify your PEG channels to the Department of
Revenue each year by July 15. The 2018 certification forms will be available on the Department of
Revenue website here: https://www.ncdor.gov/documents/tr-peg-cable-peg-channel-certification.

3.4 SOLID WASTE DISPOSAL TAX
The State levies a $2 per-ton “tipping tax” 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. Cities and counties receive 18.75 percent of the tax, and revenues are distributed on a per capita
basis. Fifty percent of the tax proceeds also goes to the Inactive Hazardous Sites Cleanup Fund to help pay
for the assessment and remediation of pre-1983 landfills. The remaining 12.5 percent of the tax collected
is directed to the State’s General Fund.
A large decrease in Fiscal Year 2012-13 total distributions has been followed by an annual increase each
year since. However, not until the most recent Fiscal Year (2016-17) did the total annual distribution
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exceed 2012 levels (6.8 Figure 20). So far this year, the first two quarterly distributions of Fiscal Year 201718 are up a combined 2 percent from the same period last fiscal year (6.8 Figure 21). While this points to
continued growth, it indicates that this year’s growth may be less than last year’s overall growth of 5.4
percent from the year prior. We expect total distributions for FY17-18 to increase 2.0 percent from total
distributions in FY16-17. Current indications are that positive revenue growth should continue into the
next fiscal year, and we project that revenues for Fiscal Year 2018-19 will increase 1.5 percent over FY1718.
Because this revenue is distributed on a per capita basis, a particularly large annexation taking effect
between July 1, 2017 and June 30, 2018, could justify projecting additional revenue growth for your
municipality.

3.5 ALCOHOLIC BEVERAGES TAX
Alcoholic beverage tax is an excise tax charged on the production of alcohol in North Carolina. A portion
of taxes collected are distributed from the Department of Revenue to municipalities based on population.
With the fiscal year running from April through March, cities can expect to receive the beer and wine sales
tax distribution within 60 days of March 31.
DOR officials have indicated to the League that alcoholic beverage sales tax distributions for the current
fiscal year will be approximately 5 percent lower than last fiscal year. One potential contributing factor
is the 2016 closure of the MillerCoors plant in Eden, which produced 9 million barrels annually.25 However,
several positive economic factors are also on the horizon. The new federal tax bill, passed in December
2017, cuts the federal excise tax on alcohol production from $7 to $3.50 per barrel for small brewers (for
the first 60,000 barrels) and from $13.50 to $2.70 per gallon for liquor producers (for the first 100,000
gallons).26 This could lead to increased production in North Carolina. Based on this year’s decline, positive
and negative economic indicators, and the small one percent average annual growth in distribution over
the past ten years, the League is projecting no increase or decrease in beer and wine distributions to
local governments in Fiscal Year 2018-19 as compared to FY17-18. Because these distributions are based
on population, it is important to incorporate factors like annexations or de-annexations during the fiscal
year into your municipality’s projection.

25

26

https://www.bizjournals.com/triad/news/2015/09/14/millercoors-to-close-triad-brewery.html
http://money.cnn.com/2017/12/21/news/economy/booze-taxes/index.html
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4 REMEMBER: REPORT YOUR 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: 1) the Register of Deeds, Tax Assessor, Board of Elections,
and GIS department for any county in which your municipality is located; 2) the Secretary of State; and 3)
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 the Annexation Survey included as part of the annual
North Carolina Demographic Survey (NCDS). An e-mail will be mailed to a designated point of contact
for each municipality by June 29th directing them to the online survey. You may confirm your point of
contact at http://ncds.osbm.nc.gov. Please contact the State Demographer, Dr. Michael Cline, at
State.Demographer@osbm.nc.gov with any contact updates.
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 remember, you will receive two boundary and annexation surveys, one from the State (June 29)
and one from the federal government (January 1); both must be completed. Completing just one survey
will not provide the information for the other. More information on the federal BAS can be found at
https://www.census.gov/programs-surveys/bas/information/annual-response.html.
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5 DEPARTMENT OF REVENUE CONTACT LIST
Listed below are the appropriate contacts at the Department of Revenue for questions regarding
municipal concerns. (Please note that the former Cindy Honeycutt is now Cindy Matthews, so while the
name has changed, the contact remains the same):


Questions about the amount of revenue included in a distribution – Cindy Matthews,
Distribution Unit, (919) 814-1118.



Questions about the status of a municipality’s sales tax refund – Cindy Matthews, Distribution
Unit, (919) 814-1118.



Questions about the allocation of sales tax refunds to a municipality – Cindy Matthews,
Distribution Unit, (919) 814-1118.



Interpretation of sales tax laws – Eric Wayne, Director, Sales and Use Tax Division, (919) 8141082.



Requests for a list of claimants that received a sales tax refund in a county in which the city is
located – Cindy Matthews, Distribution Unit, (919) 814-1118.



Requests for a list of businesses that paid sales tax and may be engaged in a business subject to
a food and beverages tax, room occupancy tax, vehicle rental tax, or heavy equipment rental –
Cindy Matthews, Distribution Unit, (919) 814-1118.



Requests for statistical data related to local taxes – George Hermane, Information Unit, (919)
814-1129.



Requests for statistical data related to State-collected taxes –Schorr Johnson, Director of Public
Affairs/PIO, (919) 814-1010.



To change the email address at which your receive notification of distributions – Kathy
Robinson, Financial Services Division, (919) 754-2525. If you have failed to receive an email
notification of your distributions, do not contact DOR, but instead call the Office of the State
Controller at (919) 707-0795.
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6 APPENDICES
6.1 APPENDIX A – ECONOMIC INDICATORS
Figure 1
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Figure 3

Figure 4
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6.2 APPENDIX B – DEPARTMENT OF REVENUE DISTRIBUTION SCHEDULE
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6.3 APPENDIX C – SALES AND USE TAX DISTRIBUTION FIGURES
Figure 5
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6.4 APPENDIX D– ELECTRICITY TAX DISTRIBUTION FIGURES
Figure 7
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Figure 9: EIA South Atlantic Electricity Price Projections, Indexed to 2016

Source:
https://www.eia.gov/outlooks/steo/data/browser/#/?v=21&f=A&s=&start=2016&end=2019&id=&maptype=0&ctype=linechart&linechart=ESR
CU_SAC~ESRCU_US~&map=&chartindexed=1

Figure 10: EIA South Atlantic Electricity Sales Projections, Indexed to 2016

Source:
https://www.eia.gov/outlooks/steo/data/browser/#/?v=20&f=A&s=&start=2016&end=2019&chartindexed=1&linechart=EXRCP_SAC~EXCCP_S
AC~EXICP_SAC~EXTCP_SAC&id=&maptype=0&ctype=linechart&map=
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Figure 11: EIA South Atlantic Quantity of Electricity Sales Projection

Source:
https://www.eia.gov/outlooks/steo/data/browser/#/?v=20&f=A&s=&start=2016&end=2019&map=&ctype=linechart&maptype=0&id=&linecha
rt=EXRCP_SAC~EXCCP_SAC~EXICP_SAC~EXTCP_SAC&chartindexed=0
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6.5 APPENDIX E – NATURAL GAS TAX DISTRIBUTION FIGURES
Figure 12
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Figure 14: EIA South Atlantic Natural Gas Price Projection, Indexed to 2016

Source:
https://www.eia.gov/outlooks/steo/data/browser/#/?v=16&f=A&s=&start=2016&end=2019&id=&maptype=0&ctype=linechart&linechart=NGC
CU_SAC~NGRCU_SAC~NGICU_SAC~NGICUUS&map=&chartindexed=1

Figure 15: EIA National Natural Gas Consumption Projection, Indexed to 2016

Source:
https://www.eia.gov/outlooks/steo/data/browser/#/?v=15&f=A&s=&start=2016&end=2019&maptype=0&ctype=linechart&id=&linechart=NG
MPPUS~NGACPUS~NGRCPUS~NGCCPUS~NGINX~NGEPCON~NGLPPUS~NGVHPUS~NGTCPUS&map=&chartindexed=1
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6.6 APPENDIX F – TELECOMMUNICATIONS TAX DISTRIBUTION FIGURES
Figure 16
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6.7 APPENDIX G – VIDEO PROGRAMMING TAX DISTRIBUTION FIGURES
Figure 18
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6.8 APPENDIX H – SOLID WASTE TAX DISTRIBUTION FIGURES
Figure 20
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