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Disclaimer

This presentation is for general information only.

This presentation content can not be interpreted as specific tax
advice for a specific tax situation.

This presentation does not take draft or future legislation into
account.
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Legislative Update

For tax years 2021 and 2022, the most significant updates to individual
income tax were incorporated in the following 3 bills:

-Session Law 2021-180, Senate Bill 105 (the 2021 appropriations bill)

*Session Law 2022-06, House Bill 243 (various changes to the 2021
appropriations bill)

*Session Law 2022-13, House Bill 83 (DOR'’s recommended changes to
State income tax law)



Legislative Update

Beginning January 1, 2022, the individual
Income tax rate is 4.99%.

(For tax year 2021, the individual income tax rate was 5.25%.)

Reference: S.L. 2021-180 (s. 42.1.(c))



Legislative Update

The individual income tax rate will continue to
decrease annually through tax year 2027.

Taxable Years Beginning

on or after January 1

2023 4.75%
2024 4.6%
2025 4.5%
2026 4.25%
After 2026 3.99%

Reference: S.L. 2021-180 (s. 42.1.(a))



Legislative Update

The 2021 General Assembly increased the North Carolina
standard deduction amount to the following:

Standard Deduction for taxable

Filing Status years beginning on or after
January 1, 2022

Married, filing jointly/

surviving spouse 529,908
Head of Household $19,125
Single $12,750
Married, filing separately $12,750

Reference: S.L. 2021-180 (s. 42.1.(b))



Legislative Update

Effective for taxable years beginning January 1, 2022,
the child deduction amount increased to a maximum

of $3,000 per qualifying child.

The number of taxpayers who can benefit from the child
deduction was expanded by increasing the AGI limit for
all taxpayers regardless of filing status.

Reference: S.L. 2021-180 (s. 42.1.(c))



Child Deduction Table

AGI

Deduction
Amount

Filing Status

Married, filing jointly/
Surviving spouse

Up to $40,000
Over $40,000
Up to $60,000

Over $60,000
Up to $80,000

Over $80,000
Up to $100,000

Over $100,000
Up to $120,000
Over $120,000
Up to $140,000

Over $140,000

$3,000.00

$2,500.00

$2,000.00

$1,500.00

$1,000.00

$500.00

$0.00



Child Deduction Table

Filing Status

Head of Household

AGI

Up to $30,000

Over $30,000
Up to $45,000

Over $45,000
Up to $60,000

Over $60,000
Up to $75,000

Over $75,000
Up to $90,000

Over $90,000
Up to 105,000

Over 105,000

Deduction
Amount
$3,000.00

$2,500.00

$2,000.00
$1,500.00
$1,000.00

$500.00

$0.00



Child Deduction Table

Filing Status

Single/Married, filing separately

AGI

Up to $20,000
Over $20,000
Up to $30,000

Over $30,000
Up to $40,000
Over $40,000
Up to $50,000

Over $50,000
Up to $60,000

Over $60,000
Up to $70,000

Over $70,000

Deduction
Amount
$3,000.00
$2,500.00

$2,000.00

$1,500.00
$1,000.00
$500.00

$0.00



Decoupling Adjustments

The 2021 and 2022 sessions of the General Assembly
decoupled from the following federal provisions:

Federal Tax Provision State Tax Provision

The exclusion from gross income for
cancellation of qualified principal
residence debt extended through tax
year 2025.

The exclusion from gross income for
payment of a qualified education loan
by an employer extended through tax
year 2025.

Cancellation of qualified principal
residence debt is generally included in
the calculation of NC taxable income.

Qualified education loans repaid by an
employer (whether paid to the
taxpayer or to a lender) is included in
the calculation of NC taxable income.



Decoupling Adjustments

Federal Tax Provision State Tax Provision

Treatment of business-related For tax years 2021 and 2022, the
expenses for food and beverages deduction for business-related
provided by a restaurant for tax years expenses for food and beverages
2021 and 2022. provided by a restaurant in excess of

50% is included in the calculation of
NC taxable income.

Treatment of student loan forgiveness For tax years 2021 through 2025 , the

under IRC section 108(f)(5), as amount of student loan forgiveness
amended by ARPA, for tax years 2021 not included in gross income is
through 2025. included in the calculation of NC

taxable income to the extent the
student loan was forgiven under IRC
section 108(f)(5) as it was re-written
under ARPA.



Decoupling Adjustments

Federal Tax Provision State Tax Provision

Treatment of certain North Carolina For tax years beginning January 1,

grant payments as taxable income. 2020, the following payments received
from North Carolina (included in gross
income) are deductible in the
calculation of NC taxable income:

1. The Extra Credit Child Grant
Program.

2. The Business Recovery Grant
("BRG") Program.

3. The ReTOOLNC grant program.

4. Certain COVID Programs for rent

and utilities.
The reduction of qualified wages For tax years beginning January 1,
because taxpayer claimed the 2020, wage expenses not deductible
Employee Retention Credit ("ERC”). for federal income tax purposes

(because taxpayer claimed a federal
ERC) are deductible in the calculation
of NC taxable income.



Decoupling Adjustments

Federal Tax Provision State Tax Provision

Retirement pay received by a member For tax year 2022, retirement pay

of the US Uniformed Services as received by a qualified member of the

gross income for tax year 2022. United States Uniformed Services is
deductible when calculating NC
taxable income.

The deduction of the federal net For tax year 2022, the federal NOL

operating loss (“federal NOL"). must be added to federal AGIl. The
NC net operating loss (a stand alone
State loss) is deductible in the
calculation of NC taxable income.



Adjustments to Federal AGI



Retirement Deductions

« Retirement deductions (Schedule S Part B):

» Taxable Social Security

» Retirement benefits received by qualified NC State, NC
Local, and Federal government (Bailey settlement) retirees

%%T\REMEN?
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Military Retirement Deduction

* In 2022, North Carolina enacted new legislation that expanded the
eligibility of the military retirement deduction to qualifying members
of the uniformed services (“Uniformed Services”).

21. Certain Retirement Benefits Received by a Retired Member of the United States Uniformed Services P 51
Not Deducted on Line 20

« The new law extends the deduction to qualifying retirees of the
commissioned corps of the National Oceanic and Atmospheric

Administration (“NOAA”) or the United States Public Health Service
(“USPHS”) can deduct retirement pay.

Reference: S.L. 2022-74 (s. 42.1.(a))



Military Retirement Deduction

Important Notice: North Carolina Enacts New Deduction
for Certain Military Retirement Pay and Survivor Benefit
Plan Payments

Dated May 2, 2022 (Updated August 5, 2022)

https://www.ncdor.gov/important-notice-north-carolina-enacts-new-deduction-
certain-military-retirement-pay-and-survivor-0



Student Loan Forgiveness

* In August, President Biden announced student loan
forgiveness to certain borrowers who have loans held by
the U.S. Department of Education.

 The White House indicated that President Biden’s
student loan forgiveness will be excluded from federal
income tax due to the student loan forgiveness
exemption that is contained in IRC section 108(f)(5).

Important Notice: State Tax Treatment of Federal Student Loan Forgiveness | NCDOR

Reference: G.S. 105-153,5(c)(22)


https://www.ncdor.gov/important-notice-state-tax-treatment-federal-student-loan-forgiveness

Student Loan Forgiveness

North Carolina did not adopt Section 108(f)(5) of the IRC, as
amended by ARPA, for purposes of State income tax.

Student loan forgiveness excluded from gross income pursuant to
IRC 108(f)(5) is taxable income for North Carolina, subject to
certain exceptions for insolvency and pre-ARPA exclusions.

A taxpayer required to include student loan forgiveness in State
taxable income may owe interest on the underpayment of
estimated tax. Taxpayers should review their facts and make any
necessary payment to avoid an assessment of interest.

The Department is monitoring any enactments by General Assembly
that could change the taxability of student loan forgiveness.



Tax Years 2022 & prior

https://www.ncdor.gov/

¢
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Individual Income Tax Forms &
Instructions

To ensure you are able to view and fill out forms, please save forms to your computer and use
the latest version of Adobe Acrobat Reader.




2022 D-400 Forms and
Instructions



Form D-401

Utilize Form D-401, North

Carolina Individual Income

Tax Instructions to access:

« Line byline
instructions for
completing Form D-
400.

* Current filing
requirements based
on a specific tax year.

« Wil contain any
updates relevant to a
specific tax year that

may affect filing.
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Form D-400

All taxpayers
required to file
a NC
Individual
Income tax
return must

file using Form
D-400.




Form D-400, Continued

Starting Point of the Form D-400




Form D-400, Continued

Showing a Negative Federal Adjusted Gross
Income




Form D-400, Continued

Consumer Use Tax




Form D-400, Continued




Form D-400 Schedule S




Form D-400 Schedule A

Standard/
ltemized
Deductions




NC Itemized Deductions

* [temized deductions include:

« Ataxpayer is allowed to claim North Carolina itemized
deductions even if the taxpayer did not claim federal
itemized deductions



Form D-400 Signature Line

O

: Note: The taxpayer must
Paid Preparer check this box to authorize

Check Box the preparer to discuss the
return and attachments.




Failure to Pay Penalty

* In general, the Department is required to assess a penalty
for failure to pay a tax when due.

* The 2022 General Assembly amended the law to
decrease the rate of penalty from 10% to 5%.

« Rate reduction is effective January 1, 2023, and applies
to tax assessed on or after that date.

Reference: S.L. 2022-13, s. 5.6.(b)



Interest Rate

* In general, the Department is required to assess Interest
to overpayments of tax and assessments of tax.

* The Secretary of Revenue increased the interest rate
from 5% to 7%.

« Rate increase is effective January 1, 2023.

Reference: G.S. 105-241.21(a)



Hurricane lan

* An Affected Taxpayer erroneously assessed a
penalty should request penalty be removed by
mailing Form NC-5500 to the Department.

 The Department issued an Important Notice
regarding Hurricane lan on October 7, 2022.

« The Department issued frequently asked
qguestions on October 28, 2022 to assist with
additional guidance. Check the DOR website!



Extensions/Amendments/
Payments



Form D-400 Federal Extension Line

Note: The taxpayer must certify an automatic extension

was granted for the federal income tax return (form
1040).




NCDOR Extension

Ind|V|dua| Income Tax File

WWW. ncdor gov F|Ie & Pay ExtenS|on




Amended Returns

I || X
DOR | D-400 Schedule AM —— =— PoR RO

Web-Fill

8.22 North Carolina Amended Schedule

Important: When filing an amended North Carolina individual income tax return, you must complete Form D-400 for the taxable year you are amending
and fill in the “Amended Return” circle located at the top right of the form. In addition, you must attach this schedule, along with all supporting forms
and schedules, to the front page of the amended Form D-400. If you do not, your refund may be delayed.

[For calendar year or other tax year beginning (MM-DD-YY) and ending (MM-DO-¥Y) j

Your Social Security Number Spouse’s Social Security Number
You must enter your
« social security number(s) b 4




Online Payment Options

* Online payments are
fast, easy, and
convenient.

« Always pay by the due
date to avoid penalties
and fees.

How to pay your Individual Income Taxes - YouTube

. Individual Income Tax —
www.ncdor.gov File & Pay Form D400-V


https://www.youtube.com/watch?v=Fnf777sooWc&list=PLVTNpEbK_lRzY0lfPD3l04r0Nfq9ibI8n&index=7

Reminders



Refunds

Where's My Refund Assistance

www.ncdor.gov File & Pay The Refund Process



Common Mistakes To Avoid

Wrong or Missing Wrong bank account

Wrong Names

Social Security numbers
Numbers
Wrong Filing Status Missing Income
www.ncdor.gov Contact Us CLsiomes L RCs e Personal Taxes

Education Library



Important Reminders




Record Retention

The North Carolina Department of Revenue uses the same

advice as the Internal Revenue Service for retaining tax records.

* The general rule is three years after the return is filed.

There are tax situations in which an individual or business would be
advised to keep records longer.

In cases where no required return has been filed, for instance, the
records should be kept indefinitely.



Penalty for ID Theft

Effective June 21, 2017;: HB 59, s.1, S.L. 17-39



Resources



VITA Manual

Tax Practitioner Priority Service (TPPS)
* Phone: 919-754-2500
» E-File and Development Unit: 1-877-308-9103




Personal Tax Bulletin

The Personal Tax Bulletin is
updated annually and
published online. The
Personal Taxes Bulletin
includes information with
respect to individual
income tax, withholding
tax, pass-through entities,
estates, and trust.

www.ncdor.gov Taxes & Forms Individual Income Tax General Information [l Dlrectlve_s S
Other Important Notices



DOR E-Alerts




Contact Information

Important Toll Free Telephone Numbers:

« Automated Refund Inquiry Line.................. 1-877-252-4052
« Taxpayer Assistance Forms...........cc.............. 1-877-252-3052
« Tax FraudHotline ...l 1-800-232-4939

Mailing Addresses:

If you are due a refund: If you are not due a refund:
NC Department of Revenue NC Department of Revenue
PO Box R PO Box 25000

Raleigh, NC 27634-0001 Raleigh, NC 27640-0640



Customer Education

What NCDOR offers:

= Business Tax Essentials

= Sales & Use Seminar

= Withholding Seminar

= Non-profit Claim for Refund Seminar
Who Can Register:

= Anyone!

= Select seminars that would be beneficial to you
and your business

Cost to Attend:
= Attending is Free!
Where to Register:

= NCDOR Website>Contact Us>Customer
Education
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On-Demand Resources and News

Tax Resource Library

Available eModules

eModule Description

This eModule summarizes recent legislative changes, to the State's

Py L Tax Law Updats . . .
ersonal tax Law ate Revenue laws, effective for tax year 2020, regarding Individual

eModule

- Income and Withholding taxes. along with changes to the relevant
NC forms.
This eModule izes recent legislative changes, to the State's

Sales & Use Tax Law Update

eModule Revenue laws, effective for tax year 2020, regarding Sales & Use

taxes. along with changes to the relevant NC forms.

This eModule summarizes recent legislative changes, to the State's
Revenue laws, effective for tax year 2020, regarding Corporate &
Franchise taxes, along with changes to the relevant NC forms.

Corporate & Franchise Tax Law
Update eModule

Business Related Videos

Available:
SALES & USE TAX
BAsIcS EMODULE
ONLINE FILING AND
PAYING SALES & USE
TAX
ENC3 TUTORIALS
UNDERSTANDING YOUR
PRIVILEGE LICENSE
BUSINESS EFILE
How 1O COMPLETE A
NC-4 EZ FORM
How TO PAY A BILL OR
NoTICE
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Questions?

Jonetta Appling
Revenue Administrative Officer |
KEO Division

jonetta.appling@ncdor.gov

Remember: The answer to most general tax
guestions can be found on the DOR website,
https://www.ncdor.gov/

Question?

You may also call 1-877-252-3052



