Quarterly Revenue Report
Q4 FY 2020-2021 (April – June)

Prepared by:
Tammy DePhillip, Research Strategist

ABOUT THIS DOCUMENT
The League’s quarterly Revenue Reports provide a general economic update and a
summary of tax revenues collected by the state that are returned to local
governments (municipalities and counties) throughout the year. These include a
portion of local option sales and use taxes, utility sales taxes (on electricity, piped
natural gas, telecommunications, and local video programming), beer and wine excise
tax, and solid waste disposal tax. These taxes are distributed to municipalities
throughout the year according to formulas outlined in state law. For more information
on the different types of state-collected local taxes and distribution formulas, see the
League’s “State-Collected Local Taxes: Basis of Distribution” memo.
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WHAT’S NEW THIS QUARTER?
The following NC Department of Revenue (DOR) data was released since the
League’s last Revenue Report in June:
Distribution Data Collection Period
Distribution Received
July, August, & September
Sales & Use Tax1
May, June, & July 2021
2021
Utility Sales Tax
April, May, & June 2021
September 2021
Solid Waste Tax

April, May, & June 2021

September 2021

Distributions received are generally representative of sales three months prior and were
collected by DOR two months prior. Based on state accounting guidelines, the League
assumes that revenues are accrued for 90 days. 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.
1
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Based on the latest data, the following table summarizes our analysis of statewide
trends for the fourth quarter of local governments’ FY 2020-2021 fiscal:
QUARTER 4 FY20-21 REVENUE SUMMARY
Total
% Change from
Revenue Source
Distributed
Q4 Last Year
Sales & Use Tax
$1,191,376,403
+23.7
Sales & Use Tax Refunds
$55,836,004
-8.1
Electricity Sales Tax
$71,475,323
+3.8
Video Programming Sales Tax
$16,752,802
+4.4
Telecommunication Services Sales Tax
$7,021,571
+29.3
Natural Gas Sales Tax
$5,017,179
+37.7
Solid Waste Tax
$2,139,549
+3.6
The following table summarizes statewide trends for FY 2020-2021:
FY20-21 REVENUE SUMMARY
Revenue Source
Sales & Use Tax
Sales & Use Tax Refunds
Electricity Sales Tax
Video Programming Sales Tax
Telecommunication Services Sales Tax
Natural Gas Sales Tax
Solid Waste Tax
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Total
Distributed
$4,365,281,113
$258,463,463
$324,807,789
$68,846,735
$33,580,200
$19,900,336
$8,672,847

% Change from
Last Year
+15.6
-3.5
-0.8
-1.0
-0.6
+27.7
+0.3
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LOCAL GOVERNMENT SALES & USE TAXES
Sales taxes make up the largest portion of state-shared revenue received by local
governments. After sales tax downturns in spring 2020, revenues rebounded strongly
beginning in the month of June, and they have remained strongly positive in the
months since. Sales tax distributions for quarter 4 of FY20-21 reflect a growth of
23.74% over the same quarter in the prior year.
Monthly Sales Tax Distributions, FY21, FQ4
FY20-21, FQ4
May 2021
June 2021
July 2021
Total

Monthly
Distribution
$383,504,775
$380,678,726
$427,192,903
$1,191,376,403

% change from
prior year
39.74%
21.48%
13.91%
23.74%

$ change from
prior year
$109,056,006
$67,319,469
$52,162,495
$228,537,970

Data on the above table corresponds with the month sales tax was collected. Collections
correspond with sales from the previous month.

Year-to-date, FY20-21 sales tax distributions finished almost 16% ahead of the prior
year. A variety of factors related to the pandemic have contributed to this
unprecedented growth. More evident factors include direct aid to most U.S.
taxpayers, while anecdotal factors include the shift from consumer spending on untaxed services towards more spending on taxable goods.
Sales Tax Distributions Year-to-Date, FY21 total

FY20-21,
FY20-21,
FY20-21,
FY20-21,
Total

FQ4
FQ3
FQ2
FQ1

Total distribution
of quarter
$1,191,376,403
$1,037,438,954
$1,104,371,644
$1,032,094,111
$4,365,281,112

% change from
prior year
23.74%
18.73%
12.38%
7.92%
15.61%

$ change from
prior year
$228,537,970
$163,624,452
$121,619,010
$75,737,741
$589,519,173

Local Government Sales Tax Distributions by Article, year-over-year change (%)
Article 39
Article 40
Article 42

FY17-18, FQ4
8.91%
8.91%
8.88%

FY18-19, FQ4
7.98%
7.98%
8.01%

FY19-20, FQ4
-1.16%
-1.16%
-1.22%

FY20-21, FQ4
23.25%
23.25%
23.48%

Sales tax refunds distributed in the fourth quarter were down by 8 percent, for a total
of $55.8 million. Refunds were up only 3.5 percent in May and even higher in June at
43 percent up from the same quarter last year. However, refunds were down 64
percent in July.
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Overall for the quarter, refunds made up 4.45 percent of collections, which is lower
the four-year moving average of 6.13 percent. As the proportion of refunds to
collection remains close to the average, the increase in refunds could be attributed to
an overall increase in sales.
Monthly refunds, year-over-year change (%)
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The past year was full of unprecedented activity and sales tax revenue was no
exception. The unique changes in consumer behavior, paired with direct cash
payments to most US taxpayers, allowed sales tax revenues to outperform the initial
projections from the beginning of the pandemic. In addition, this year’s major shift to
online retail spending was fully captured in sales tax collections due to the new
requirement that marketplace facilitators collect and remit sales tax from third-party
vendors that went into effect on February 1, 2020.
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Sales tax collections this quarter correspond with sales in April, May, and June. By the
end of June consumer spending in North Carolina was up 8.2 percent compared to
January 2020 but was tracking below national trends.

Source: https://tracktherecovery.org/

Consumer spending data shows that by June 30th of this year, the “retail” spending
category was up 23 percent from January 2020. During the same time period, the
“restaurants & hotels” and “entertainment & recreation” categories are above January
2020 spending at 1 and 3 percent, respectively. All three spending categories are
above the pre-pandemic spending levels, continuing to reflect an ongoing recovery.

Source: https://tracktherecovery.org/
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The large differences in consumer spending by sector also underlies the geographic
variability observed in sales tax distribution patterns since March 2020. The mix of
business types in a particular county or municipality would have some impact on
growth or decline in local sales tax distributions. Visit NCLM’s revenue forecasts
webpage to access county-by-county analysis of sales tax data.
Workers in low-wage jobs have experienced the greatest drop in employment. From
January 2020 to June 2021, employment of low-wage workers has fallen by more
than 19 percent. This compares with a growth of 8 percent among middle-wage
workers and 16 percent among high-wage workers. Stimulus checks and increased
unemployment benefits from the federal government have undoubtedly buffered
sales tax losses that would have resulted from the high unemployment rates
experienced the past 18 months.

Source: https://tracktherecovery.org/
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UTILITY SALES TAXES
Quarterly, the Department of Revenue distributes tax from the sales of four utility
types – electricity, natural gas, telecommunication services, and video programming.
Collections during the fourth quarter of FY20-21 saw moderate increases in Natural
Gas and Telecommunications sales tax. Electricity and Video sales tax saw little
change.
Utility Tax Growth Comparison, year-over-year change (%)
Electricity
Video
Telecom
Natural Gas

FY 18-19, Q4
4.76%
-13.04%
-12.64%
-4.55%

FY 19-20, Q4
-4.93%
-0.63%
-45.45%
-19.67%

FY20-21, Q4
3.80%
4.37%
29.27%
37.66%

The table below illustrates our assumptions of the timing between when a customer
uses a utility and when the Department of Revenue collects the tax. Fourth Quarter
utility taxes, collected April through May, are likely affected by consumption patterns
in January, February, and March, and bill payment patterns in March, April, and May.
1- Customer Uses Utility
2- Billing Month
3- Payment Due

January
February
March

February
March
April

March
April
May

4- DOR Collection
Month

April

May

June

5- Distribution Month

June

The total amounts and year-over-year change of utility taxes distributed in FY20-21
Q4, compared to years prior, are shown in the tables and chart below. Sales tax on
electricity represents over 70 percent of the utility taxes distributed.
Local Government Quarterly Utility Sales Tax Distributions
Electricity
Video Programming
Telecommunication Services
Piped Natural Gas

FY 18-19, Q4
$72,429,779
$16,153,892
$9,956,935
$4,536,771
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FY 19-20, Q4
$68,857,477
$16,051,933
$5,431,722
$3,644,610

FY20-21, Q4
$71,475,323
$16,752,802
$7,021,571
$5,017,179
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Electricity & Natural Gas Tax
As shown in the tables above, electricity sales tax was up almost 4 percent for the
fourth quarter, compared to last year. Natural gas sales tax was up 38 percent for the
fourth quarter.

The factors affecting the change in electricity and natural gas distributions are
typically prices and weather patterns driving demand. Quarter 4 (April through June)
tax collections correspond with eletricity and nautral gas consumption during the
months of January through March. For this period, heating degree days were up 26
percent, and cooling degress were down 59 percent.
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Electricity prices for the quarter were down almost 2 percent in North Carolina, but
retail sales of electricity for all sectors were up over 7 percent. Over the past ten
years, electricity prices are trending upwards, while sales are generally flat.

Natural gas prices in quarter 4 were up 2 percent for the residential sector, while
commercial gas prices are almost unchanged.
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Telecommunications Services & Video Programming Tax
Despite the usual steady decline, a large increase in telecommunications sales tax
distributions was noticeable in the fourth quarter of FY20-21 at an increase of almost
29 percent over the prior year.

The data does not provide insight on the increase in telecommunication tax
distributions. However, prior revenue reports noted increased bill payment flexibility
some telecommunication providers offered in response to the pandemic could impact
distributions. It is possible that previously deferred payments are captured in the most
recent quarterly distribution.

Video programming sales tax for Q4 of FY20-21 was up slightly at 4.4 percent above
the same quarter last year. Distributions for video programming have seen an overall
downward trend, primarily attributed from customers turning from cable TV in favor
of streaming services.
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SOLID WASTE DISPOSAL TAX
Revenue from solid waste comes from a $2 per-ton solid waste disposal tax 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.
The Department of Revenue distributes this revenue to local governments quarterly.
Solid Waste Tax Distribution, quarter 3 comparison

FY
FY
FY
FY

20-21, Q4
19-20, Q4
18-19, Q4
17-18, Q4

Distribution
amount
$2,139,549
$2,064,826
$2,089,536
$1,582,950

Change from
prior year
3.62%
-1.18%
32.00%
-10.46%

The solid waste tax distribution for Quarter 4 was 3.6 percent higher than the same
quarter last year and lower than the 3.8 percent median quarterly growth. A variable
in solid waste revenue is the health of the construction industry. While construction
demand has increased, with residential sector leading the market due to pent-up
demand and low mortgage rates, increasing prices and delivery times of construction
materials has created bottlenecks in completing projects on schedule.
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POWELL BILL DISTRIBUTIONS
Originally, Powell Bill funds were set to increase in FY20-21. However, after the
pandemic, NCDOT’s budget was cut across the board. For the Powell Bill, that meant
eliminating the planned increase, and reducing the total amount down to around $137
million (from $147 million). However, the legislation making that cut specified that the
Powell Bill allocation for Charlotte and Raleigh was to be reduced by 1/3, which was
intended to keep all other municipalities whole.
On top of that, NCDOT made another budget-wide cut as a result of unexpected
expenditures related to ice and snow removal. That cut around another $4 million
from the Powell Bill budget, bringing the total allocation for 2020 to roughly $132.7
million. Municipalities should have received their two annual Powell Bill distributions in
the months of October and January. Every municipality saw a decline in Powell Bill
distributions this year, and the average loss was 3.8 percent, not including Charlotte
and Raleigh. Charlotte and Raleigh each lost 33 percent.
Powell Bill Distribution Annual Trend
(excluding Charlotte and Raleigh)

Calendar year
2013
2014
2015
2016
2017
2018
2019
2020
Average

Year-over-year
change
1.84%
0.91%
0.19%
-0.40%
0.11%
-0.30%
0.16%
-3.84%
-0.17%

The funds to be distributed in FY21-22 have yet to be finalized. The Senate’s proposed
budget for the next biennium would restore the FY20-21 cuts. The proposal would
revise the net annual appropriation for the Powell Bill program to $147.5 million. The
House’s budget proposal increases the recurring amount of Powell Bill funds to $154.9
million, and adds an additional $50 million of one-time money in FY2022-23.
However, in the absence of a full state budget, the FY21-22 Powell Bill program began
at the same level of funding as in FY20-21, with approximately $143.1 million set to be
distributed statewide. The October distribution of Powell Bill funds municipalities
received was based on this total. The total amount of Powell Bill funds available this
fiscal year could be revised if and when a budget agreement is reached. Further
action on the state budget will be covered in the weekly League Bulletin.
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ECONOMIC UPDATE
Our last economic update offered a note of caution: the recovery will experience
hiccups. Just as it seemed that the pandemic was weaning, the Delta variant has
reinstated an attitude of cautiousness among consumers. States are not imposing the
same restrictions that locked down the economy at the start of the pandemic,
allowing individuals to largely go about their daily routines. Looking forward, the
economic recovery will continue to be influenced by the number of COVID-19 cases,
supply-chain disruptions, and the recovery of the labor market.

National Outlook
The one data point economists continue to focus on is inflation rate. The Federal
Reserve has continued to message an expectation that prices would temporarily spike
as public health restrictions are lifted. Fed officials have messaged that the economy
is showing sustained improvement, but lending rates will remain low and the Fed will
continue its buying of $120 billion in bonds each month.
Inflation continues to be central to current economic discussions. The Federal Reserve
is predicting an annual inflation rate of 4.2% by the end of 2021. This is up from June’s
forecast of 3.4%. Inflation is expected to drop to about 2.2% in 2022.
Supply chain issues continue to contribute to rising prices, with COVID-19 to blame
for production bottlenecks. The Delta variant has disrupted factories in Southeast
Asia, reducing the supply of key raw materials for United States manufacturers and
congesting Chinese ports. Increased demand is driving up the price of goods as
producers struggle to restock shelves, passing higher costs onto consumers.
Per the September 2021 employment report the national unemployment rate in
August 2021 was 5.2 percent, which is down 3.2 points from August 2020. During the
week of September 11, 2021, 2.8 million people were receiving unemployment benefits.
Earlier in September two federal emergency jobless aid programs came to an end for
more than 8 million people. An additional 2.7 million people who were receiving
regular state unemployment lost a $300 weekly federal unemployment supplement.
Ending emergency unemployment benefits created expectations that employers
would see an increase in job applicants. According to employers across industries,
individuals have been slow to return to the workforce. Data from July shows a record
number of 10.9 million job openings. The trajectory of returning to work is unclear as
workers identify childcare barriers, a mismatch of skills, and health concerns as
reasons to stay on the sidelines.
The housing market is the hottest it’s been in more than a decade but supply chain
issues and labor shortages are adding additional stress on demands for housing
inventory. Homebuilders are experiencing schedule delays across the board, from
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plumbing fixtures and windows, to bathtubs and appliances. In July 2021 the median
sale price of a new home hit an all-time high at $390,500, up 18.4% from the prior
year. Existing homes saw a similar hike of 17.8% at a median sale price of $359,900.
The travel and leisure industry continues to be impacted by COVID-19 cases. The
hotel industry relies on business travel for its largest source of revenue and that
revenue is not expect to return to pre-pandemic levels until 2024. Travel rates are
expected to rise and fall with COVID-19 case counts. Air travel neared pre-pandemic
levels in July 2021, but flight bookings fell in August as infection rates soared.

State Outlook
North Carolina economic trends track the national economic recovery. COVID-19 will
continue to influence the path forward, with case rates dictating future growth. On
September 23rd the statewide seven-day average of new cases fell to 5,764, the first
time that data point has dropped below 6,000 since August 25th.
Housing market indicators were mostly positive. July housing starts in NC were up
24.7 percent compared to July 2020. Similarly, June home values increased 17.3
percent since June 2020.

Source: Federal Reserve Bank of Richmond

Employment in NC has continued to improve. North Carolina’s August 2021
unemployment rate was 4.3 percent, down 2.5 percentage points from a year ago.
Employment increased in most sectors, with government seeing the largest share at
53,800 new jobs in July.
The NC State University Index of North Carolina Leading Economic Indicators fell
0.4% from June to July. Notable drivers are a 20% rise in initial jobless claims, a 9%
drop in building permits, and gains in manufacturing. The Index has stayed in a narrow
range throughout the year, which suggests that state-wide economic growth is
occurring at an even pace.
August Carolinas Survey of Business Activity reports improved and growing business
activity, along with increased capital spending and optimism for the coming months.
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As employment and wages are increasing, businesses are still challenged to find
qualified workers.

Source: Federal Reserve Bank of Richmond

Barings/UNC Charlotte September Economic Forecast expects all 15 of the state’s
economic sectors to experience output increasing in 2021. Agriculture will experience
the largest growth at 17.5 percent, followed by hospitality and leisure at 15.7 percent.
This growth is expected to continue through 2022. The 2021 GSP is forecasted to
increase by 6.1 percent over the 2020 level, which had experienced a 2.5 percent
decrease by year-end.

Source: Belk College of Business
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RESOURCES


Local government revenue distribution data can be found on the N.C.
Department of Revenue website.



NC taxable sales data can be found on the NC Department of Revenue website.



NC energy consumption and pricing data can be found on the U.S. Energy
Information Administration Website, here and here.



Track the economic recovery:
Nationally: https://tracktherecovery.org/
In North Carolina: https://carolinatracker.unc.edu/tracker/
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