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Overview

 The state budget and tax code matter for our
guality of life

 NC relies on a mix of state funding, which has
changed considerably overtime

« Therevenue shortfall—due to recent tax
changes—is causing state and local challenges



State Budget Decisions
Impact Our Daily Lives




Where does the
money come from?

Where does the
money go?



More than Three-Quarters of State Revenue
Come from 3 “Pillars”

W Personal Income Tax

m Sales and Use Tax
Corporate Income Tax

M Insurance and Franchise Tax

® Fees and Other Revenue

FY2015 General Fund Budget (BTC’s analysis of State Controller data)



Majority of State Dollars Fund
K-12 and Higher Education

W K-12

® Higher Education

M Health and Human Services

M Justice and Public Safety

® General Government

M Natural and Economic
Resources

B Other (Includes Pay Raises)

FY2015; Assumes Salary Raises are in Salaries and Reserves



2013 Tax Cuts Digging a Hole:
Projected Cost of Tax Plan Continues to Deepen
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Source: Fiscal Research Division’s Fiscal Note for HB 998, July 2013; Revised, Consensus Forecast, May 2014

and December 2014; BTC’s estimate from ITEP, May 2014.



Self-Imposed Budget Squeeze

"OUR BUDGET S ARe COMING TOGETHED

Source: John Cole via NC Policy Watch



State Spending Is Shrinking as Part of Economy,
Final Budget Puts Us Below 45-Year Average

Total General Fund appropriations as a share of state personal income

8% 1 45-year average = 6.10% Final Budget = 5.22%
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Lawmakers Failed to Make Up Lost
Ground in Public Education

General Fund Investments on a per-child bases, adjusted for inflation
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Source: NCGA-approved budgets; Assumes Pay Raises in Salaries & Reserves



New Teacher Pay Structure Boosts Salary for Some,
Not So Much for Others

Source: John Cole via NC Policy Watch



Fully Funding Student Enroliment Growth is
Now Optional in Future Budgets

* Future NC budgets have been tied to public school
enroliment since 1933

« Creates budgeting challenges for local school districts

“The | argest <c¢changséd
I n my | I

fetl me?”

—Phillip Price,
Chief Financial Officer NCDPI,
In the News & Observer

#StopTheCuts




2014 Tax Decisions Sought to
Curb Local Taxing Authority

Eliminated Local Business Privilege Tax in FY16

« Some cities win, others lose. Net $63 million loss.

“IwWfe r epeal t he t ax
repl ace the tax so
localbudget s.”

—Mayor Clodfelter
In the Charlotte Observer

#StopTheCuts
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2014 Tax Changes Were Not
Revenue Neutral for Local Governments

Local Sales Taxes

Local Privilege Tax

M Revenue generated from
Local Privilege Tax

W Additional revenue from
Online Amazon Sales Tax

Additional revenue from
Local Sales Tax

Source: Fiscal Research Division, Fiscal Note, HB 1050



What to expect in 20157
POLICY CONTEXT

Budget: Lower revenue due to tax cuts, possibly further
cuts to services & programs to make up the difference

« $190M revenue shortfall in 2" Quarter. Could grow
to $490M based on ITEP estimates

* Forced agency reversions

* 2% across-the-board cuts in the continuation budget

Taxes: Cuts to the personal income and corporate
iIncome taxes went into effect January 15t

* Revenue loss of nearly $300 million in 2015

#StopTheCuts



2015 Tax Threats

Efforts to completely eliminate the Personal Income
Tax and the Corporate Income Tax

e Loss of $11.98 billion & further tax shift

 Profitable corporations would not contribute corporate
Income taxes that support public education

Efforts to eliminate the Capital Gains Tax on Trust
Fund transfers

* Loss of $500 million & primarily benefits the wealthy



It Doesn’t Have To Be This Way!

Eliminate Loopholes

318 tax breaks totaling $9 billion over past 4 years (nearly 50% of
the state’s annual budget)

Grow Personal Income

Personal income withholding is the strongest source of General
Revenue

Avoid Revenue Cuts

Tax cuts in one area must be made up by taking money from
other pots or cutting services

Restore Earned Income Tax Credit (EITC)

Benefited 907,000 families in all 100 counties, pumping over
$100 million into local economies



FOR AN IMPROVED QUALITY OF LIFE

* Invest in public education, infrastructure, health
care, the courts and environmental protections.

 Encourage private sector job creation by
maintaining consumer demand and building for
the future through education

« Support families who are struggling in the
economy by ensuring basic needs are met



FUND

PUBLIC EDUCATION |
INVEST IN

OUR CHILDREN _

Simone and her generation are counting on us....



Toolkits for You to Get Engaged

Inform your Networks

« Toolkits with factsheets and conversation starters are
available at www.togethernc.org

« Share social media content

Connect State Decisions to Local Impacts

« Write a Letter to the Editor

« Meet with your elected officials

« Share your story about how policy changes affect you

Stay Engaged
« Participate in briefings and community conversations about
tax, budget and economy topics


http://www.togethernc.org/

The League of Women Voters says...
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4




Special Thanks to the
Budget & Tax Center for
data analysis

For more details, emall
tazra@ncjustice.org
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