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North Carolina 
Personal Income Tax 101

The Basics 

Presented by:
Michael A. Hannah, CPA

Attorney at Law
Bear Creek, NC



Disclaimer
• This presentation is for general information only and should not be 

interpreted as or used as specific tax advice.

• Some audience questions may require additional facts before a 
response may be given.  

• The presentation does not take into consideration draft or future 
legislation.

• The presentation has not been reviewed by the NC Department of 
Revenue and does not represent a legal opinion by that agency on 
any of the issues discussed herein
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But First, A 
Bit of 
Christmas 
Cheer to 
Celebrate 
This Festive 
Season…. 



Audience 
Questions 
During the 

Presentation

4

mikeh@mhannahlaw.com



THE NORTH CAROLINA 
PERSONAL INCOME TAX

• Provides a major percentage of the revenues for the State

• Quite similar to the Federal Income Tax, but there are 
significant differences that can cause issues

• Revenue Laws in Chapter 105 of the NC General Statutes 
provide the basic structure

• Major changes to laws starting in 2012 and continuing today 

• NCDOR does an excellent job providing resources and 
assistance to taxpayers and practitioners 



Resources Available from NCDOR 
to Assist Taxpayers 
And Practitioners
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NCDOR/ IRS Tax Calendar
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NCDOR/ IRS Tax Calendar

The Department of 
Revenue works with the 
IRS to provide pertinent 
information that applies to 
both agencies. 

One of our partnered 
documents, a small business 
calendar, is posted on our 
website on our “Just for 
Small Businesses” page. 

The calendar produced 
in conjunction with the 
IRS aims to help small 
businesses keep up with 
important reporting 
dates for the IRS and 
DOR. 
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E-Alerts
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Written Determinations
A taxpayer can request specific written advice (a “private letter ruling”) 
from NCDOR using Form NC-481 on  a state  tax question or other issue. 

If the taxpayer receives erroneous advice in response, the taxpayer is 
not liable for any penalty or additional assessment attributable to the 
erroneous advice if all of the following conditions are satisfied:

(1) The advice was reasonably relied upon by the taxpayer.
(2) The penalty or additional assessment did not result from the 
taxpayer's failure to provide adequate or accurate information.
(3) The Department provided the advice in writing or the 
Department's records establish that the Department provided 
erroneous verbal advice.



Customer Education Workshops

Cost to Attend:
Free!

Who Can Register:
Anyone!

You may select seminars that would be beneficial to you and your business 

What NCDOR offers: 
Business Tax Essentials 

Individual Income Tax Seminar 
Withholding Seminar 

Non-profit Claim for Refund 
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Customer Education Workshops
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• Visit the NCDOR Website for Tax Law Updates and Important 
Information:   www.ncdor.gov

• Call the Contact Center or visit your local service center 
Contact Center: 1-877-252-3052 from 7am – 4:30pm, Monday -

Friday 
Service Center: 8am - 5pm, Monday - Friday
Service Center Locations:
-Asheville -Charlotte 
-Durham -Elizabeth City
-Fayetteville-Greensboro
-Greenville -Hickory
-Raleigh -Rocky Mount 
-Wilmington

Accessing Tax Resources
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http://www.ncdor.gov/


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 TO COMPLETE A

NC-4 EZ FORM

• HOW TO PAY A BILL OR

NOTICE

On-demand Resources and News
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THE NORTH CAROLINA PERSONAL INCOME TAX—A 
TALE OF TWO STATES

• State of Florida has no individual income tax

• Several airline pilots based in and regularly flew from 
Charlotte, NC to various cities in Florida, decided to establish 
that state as their “residence”

•They obtained P.O. boxes at various mail service stores and 
changed their addresses to Florida

•However, they continued to own homes & live in NC

•NCDOR audits revealed the “tax planning strategy”

• Significant failure to file and failure to pay penalties ensued



NC RESIDENCY STATUTE

•G.S. § 105-153.3(15) defines a resident as:

“an individual who is domiciled in this State at 

any time during the taxable year or who resides in 

this State during the taxable year for other than a 

temporary or transitory purpose.”
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http://www.ncga.state.nc.us/gascripts/statutes/statutelookup.pl?statute=105-153.3


NC Residency Rules

A resident who moves from the State during a 
taxable year is considered a resident of North 
Carolina until the individual has both 
established a definite domicile elsewhere and 
abandoned any domicile in North Carolina. 

• A taxpayer may have several places of abode in a year, 
but at no time can an individual have more than one 
domicile. 

• A mere intent or desire to make a change in domicile is 
not enough; voluntary and positive action must be 
taken. 

• The fact of marriage does not raise any presumption as 
to domicile or residence.



In the absence of convincing proof to the 
contrary, an individual who is present within 
North Carolina for more than 183 days 
during the taxable year is presumed to be a 
resident for income tax purposes, but the 
absence of an individual from the State for 
more than 183 days raises no presumption 
that the individual is not a resident.

NC Residency Statute



Factors considered in determining legal 
residence in NC

Permanent residence of the taxpayer’s parents.

Family connections and close friends.

Civic ties, such as church membership, club 
membership, or lodge membership.

Professional ties, such as licensure by a licensing 
agency or membership in a business association.

Address used for federal tax returns, military purposes, 
passports, driver’s license, vehicle registrations, insurance 
policies, professional licenses, credit card statements, 
utility bills, or any other bill or item that requires a 
response.



Factors considered in determining legal 
residence in NC, Continued

Payment of state income taxes.

Place of employment or, if self-employed, place 
where business is conducted.
Location of healthcare providers, such as doctors, 
dentists, veterinarians, and pharmacists. 
Voter registration and ballots cast, whether in 
person or by absentee ballot.
Location of pets.

Attendance of the taxpayer or the taxpayer’s 
children at State supported colleges or universities 
on a basis of residence – taking advantage of 
lower tuition fees.



SOME OF THE FACTORS TO CONSIDER IN DETERMINING 
WHEN RESIDENCY MAY HAVE CHANGED:

• Selling a house and buying a new one.

• Directing U.S. Postal Service to forward mail to a new address.

• Transferring family medical records to a new health care provider.

• Notifying senders of statements, bills, subscriptions, and similar 
items of new address.

• Registering a vehicle in a new jurisdiction.

• Transferring memberships for church, health club, lodge, or similar 
activity.

• Applying for professional certifications in a jurisdiction.



FILING REQUIREMENTS
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NC Individual Income Taxes are reported & 
paid based on an individual’s federal adjusted 

gross income

Individuals, estates & trusts, and fiduciaries must file an 
individual income tax return if their gross income is 
greater than a certain amount for their filing status or to 
request a refund
• Gross income is defined as all income from whatever 

source derived (may be in the form of money, goods, 
services, or property)

Reference: N.C. Gen. Stat. § 105-153.8 



FILING REQUIREMENTS
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There are different minimum gross income 
filing requirements under NC and federal law

Two factors determine which individuals must 
file:
• Filing Status
• Federal Gross Income (Section 61 of the IRC)

Reference: N.C. Gen. Stat. § 105-153.8 



WHO MUST FILE?
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Taxpayers who must file a return are: 
• Every resident of NC whose income for the taxable year exceeds 

the amount for his/her filing status shown in that year’s filing 
requirements chart.

• Every part-year resident who received income while a resident of 
NC or who received income while a nonresident that was:
• Attributable to the ownership of any interest in real or 

tangible personal property in NC or 
• Derived from a business, trade, profession or occupation 

carried on in NC, or 
• Derived from gambling activities in NC, and 
• Whose total income for the taxable year exceeds the amount 

for his/her filing status shown in the filing requirements chart



• Tax statements earnings are reported on:

• Federal & State Reporting Tax Forms:
Form NC-1099M Compensation Paid to a Payee

• 1099-MISC: Miscellaneous Income

• 1099-NEC: Nonemployee Compensation

• 1099-R: Distribution form Pensions, Annuities, Retirement or 
Profit Sharing, etc.

• 1042-S:  Foreign Person’s U.S. Source Income Subject to 
Withholding

• W-2: Employee wage and tax statement

• W-2G: Gambling winnings tax statement



FORMS USED 
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WHO MUST FILE, CONTINUED
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Every nonresident who received 
income for the taxable year from NC 
sources that was:
• Attributable to the ownership of any interest in 

real or tangible personal property in NC or 
• Derived from a business, trade, profession or 

occupation carried on in NC, or 
• Derived from gambling activities in NC, and 
• Whose total income from all sources both inside 

and outside of NC equals or exceeds the amount 
for his filing status shown in the filing 
requirements chart



WHO MUST FILE, CONTINUED
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Remember!!

Taxpayers who had NC income tax 
withheld during the year but their 
income was below the amount required 
for filing, must file a return to get a 
refund



FILING STATUSES

29

File using one 
of the 

following filing 
statuses: 

• Single
• Married Filing Jointly

• If both a taxpayer & their spouse were 
residents of NC, or both had NC taxable 
income, they must file a joint NC income tax 
return (if they filed a joint Federal return)

• If a taxpayer’s spouse is a nonresident of NC 
& had no NC taxable income, they are 
permitted to file a joint NC return (if they 
filed a joint Federal return)

• Married Filing Separately
• Head of Household
• Qualifying Widow(er)



FILING REQUIREMENTS CHART
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Important: The North Carolina standard deduction
amount is zero for a person who is not eligible for a
federal standard deduction.

Effective for taxable years beginning on or after January 1, 2021.



N.C. STANDARD 
DEDUCTION
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INCOME TAX RATES
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Beginning 2022 the tax rate will 
decrease to 4.99%.  



DUE DATES 

Tax year –
January 1 through 

December 31

Due on or before 
April 15th of the 

following calendar 
year

If April 15th falls on a Saturday, 
Sunday or Holiday, the return is 
timely if it is filed on or before 

the next business  day.

Note: 2021 tax year due date 
was April 18th due to April 15th

being a holiday

An extension should have been 
filed on or before the April 18, 2022 
deadline if taxpayer was unable to 

file his/her return timely

Calendar Year Filers
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FILING FOR AN EXTENSION

34

An extension should have been filed on or before the April 18, 
2022 deadline if taxpayer was unable to file his/her 2021 

return timely.

The due date for a return with a timely filed 2021 extension is 
October 17 because October 15th falls on Saturday.



PRIOR YEAR FILING REQUIREMENTS 
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Individual Income Tax 
Forms



FORM D-401
Utilize Form D-401, North 
Carolina Individual Income 
Tax Instructions to access:
• Line by line instructions 

for completing Form D-
400.

• Current filing 
requirements based on a 
specific tax year.

• Will contain any updates 
relevant to a specific tax 
year that may affect 
filing. 37



FORM D-400
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All taxpayers 
required to 
file a NC 
Individual 
Income tax 
return must 
file using 
Form D-400. 



Starting Point of the Form D-400

FORM D-400, CONTINUED
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• The starting point of the D-400 is the FAGI from the IRS 1040. 

• The federal adjusted gross income is the starting point for 

calculating the NC taxable income.  It comes from the 

completed federal Form 1040, line 11.  

• This amount is entered on line 6 of the D-400.  

• If the correct federal adjusted gross income is not entered, a 

person may pay an incorrect tax amount.  



Reporting a Negative Federal Adjusted Gross Income

Form D-400, Continued



• An individual may report a negative federal adjusted gross 

income on Form 1040.  

• The negative federal adjusted gross income needs to be 

properly shown on the D-400, State return; otherwise, the NC 

taxable income will be overstated and an individual will pay 

too much tax.  

• Traditional forms require a negative federal adjusted gross 

income be shown by entering the amount and filling in the 

circle that the amount is negative.



CHILD DEDUCTION AMOUNT

•Effective for taxable years beginning on or after

January 1, 2018, North Carolina’s child tax credit is

repealed and has been replaced with a new child

deduction.

•The child deduction allows a taxpayer a deduction

for each dependent child for whom the taxpayer is

allowed a federal child tax credit

under IRC section 24.

43



CHILD DEDUCTION AMOUNT

•For federal tax purposes, a qualifying child is

defined as a child under age 17 at the end of 2021

who meets several other conditions as required by

federal law.

•For more information on determining whether a

child is a qualifying child for federal tax purposes,

see federal publication 972, Child Tax Credit
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CHILD DEDUCTION AMOUNT, CONTINUED
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Consumer Use Tax

Form D-400, Continued
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• North Carolina use tax is due by individuals and businesses on 

tangible personal property purchased, leased or rented inside or 

outside this State for storage, use, or consumption in North Carolina 

pursuant to NC Gen. Stat. § 105-164.6. 

• Use tax is also due on taxable services sourced to North Carolina 

and certain digital property purchased inside or outside this State for 

storage, use, or consumption in North Carolina. 

• Individuals and businesses must pay use tax to the Department 

when retailers, remote sellers, or facilitators do not collect sales or 

use tax on taxable transactions.

Form D-400, Continued

http://www.ncleg.net/EnactedLegislation/Statutes/PDF/BySection/Chapter_105/GS_105-164.6.pdf
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• Common items on which sales and use tax may not have been collected and where 

use tax may be due by the purchaser include, but are not limited to:

• Tangible personal property including, but not limited to: 

• Computers and other electronic equipment;

• Home furnishings;

• Clothing;

• Jewelry;

• Certain digital property such as ringtones, digital music, readings of books, etc.

NOTE: If a taxpayer determines no consumer use tax is due, they must 
certify on Line 18, Form D-400 by filling in the circle.

Form D-400, Continued
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Form D-400, Continued



• You can elect to contribute to 2021 Estimated Income Tax, NC 

Nongame and Endangered Wildlife Fund, NC Education 

Endowment Fund, and/or the NC Breast and Cervical Cancer 

Control Program.  

• For more information on each of the contributions see page 16 

of the D-401, North Carolina Individual Income Tax Instructions 
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SESSION LAW IMPACTS ON INDIVIDUAL INCOME TAX
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Must be attached to 
completed 
D-400 if the 
taxpayer: 

• Has additions 
to or 
deductions 
from Federal 
Adjusted Gross 
Income

FORM D-400, SCHEDULE S



• The Federal Adjusted gross income is the starting point of the 

D-400 hence any additions or deductions from that amount are 

accounted for using Form D-400 Schedule S, Parts A&B.  

• For tax year 2021 this form has be updated to include all of the 

additions and deductions NCDOR will allow on the Individual 

Income tax return.  
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Additions to Federal AGI 
are supported by Form 

D-400 Schedule S, Part A 
and include: 

• Interest income from 
obligations of states 
other than NC

• Adjustments for Bonus 
Depreciation

• Adjustments for section 
179 expense deduction

INDIVIDUAL INCOME TAX ADDITIONS



INDIVIDUAL INCOME TAX DEDUCTIONS
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Deductions from Federal AGI
are supported by Form D-400 

Schedule S, Part B and 
include: 

• State income tax refunds
• Interest from US 

obligations
• Taxable portions of social 

security
• Bailey settlement 

retirement benefits
• Adjustment for bonus 

depreciation 
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Bailey Settlement
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Bailey Settlement

• As a result of the North Carolina Supreme Court's decision in Bailey 
v. State of North Carolina, North Carolina may not tax certain 
retirement benefits received by retirees 

• Or by beneficiaries of retirees) of the State of North Carolina and 
its local governments or by the United States government retirees 
(including military).  

• For more information review the bailey settlement section within 
the personal tax bulletin



MILITARY RETIREMENT BENEFITS
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Effective for taxable years beginning 
on or after January 1, 2021, a retired 
member of the United States Armed 
Forces or their eligible beneficiary 
may deduct the following payments 
received from the United States 
government in 2021: 

Note: The deduction does not apply to 
severance payments received by a 
member of the Armed Forces who 
was separated from the military. 

• Military retirement payments 
received by a retired member who 
served at least 20 years in the 
military or who was medically 
retired from the military. 

• Payments from the Survivor 
Benefit Plan to a beneficiary of a 
retired member who served at least 
20 years in the military or who was 
medically retired from the military. 



Military Retirement - Certain Retirement Benefits Received by a Retired 
Member of the United States Armed Forces (Schedule S, Part B. Line 20) 
• G.S. 105-153.5(b) was amended to add new subdivision (5a), effective for tax years 

beginning with 2021, which provides an individual with a new North Carolina income 
tax deduction for retirement pay for service in the Armed Forces of the United States. 

• When calculating North Carolina taxable income, a taxpayer may deduct from 
the taxpayer's adjusted gross income the amount of retirement pay received 
during the taxable year from the United States Armed Forces. This deduction is 
available to servicemembers who served at least 20 years or who was 
medically retired from the military and Payments from the Survivor Benefit 
Plan to a beneficiary of a retired member who served at least 20 years in the 
military or who was medically retired from the military.  

Important: Military retirees who deducted retirement income on Line 19 under Bailey may not 
deduct the same retirement income on Line 20, Certain Retirement Benefits Received by a Retired 
Member of the United States Armed Forces.
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INDIVIDUAL INCOME TAX DEDUCTIONS

A taxpayer may claim either the NC Standard 
Deduction or NC Itemized Deductions that are 

allowed & supported by Form D-400 Schedule A (the 
taxpayer must fill in the appropriate indicator on Form D-400, 

Line 11)

Important:  The North Carolina standard deduction amount is zero for a 
person who is not eligible for a federal standard deduction. 



Line 11 on Form D-400 is where the taxpayer will indicate if they took the 
standard or itemized deductions.  You may deduct from federal adjusted gross 
income either the NC standard deduction or NC itemized deductions even if you did 
not claim itemized deductions on your federal return.  See pgs. 19- 20 of 2021 D-
401

If you recall the standard deduction amounts for tax year 2021 are for 

• Single $10,750 

• Married Filing Jointly/Qualifying Widow(er)/Surviving Spouse $21,500 

• Married Filing Separately 

• Spouse does not claim itemized deductions $10,750 

• Spouse claims itemized deductions $0

• Head of Household $16,125



• The standard deduction is zero for persons who are not eligible for the federal 
standard deduction under section 63 of the Code.  You are not eligible for the 
federal standard deduction if: 

• (1) you are married filing a separate return for federal income tax purposes 
and your spouse itemizes deductions,

• (2) you are a nonresident alien, In general, a nonresident alien is an alien (not 
a U.S. citizen) who has not passed the green card test or the substantial 
presence test. (For more information on the green card test and the substantial 
presence test, see federal Publication 519, U.S. Tax Guide for Aliens). 

• or (3) you are filing a short year tax return because of a change in your 
accounting period.
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Form D-400, Schedule A
• D-400 Schedule A includes 

the  N. C. Standard 
Deductions chart 
reflecting the applicable 
amount for each filing 
status.

• D-400 Schedule A allows a 
taxpayer to calculate their 
applicable NC Itemized 
Deductions.
Note:  NC itemized deductions 
differ from federal itemized 
deductions & are subject to 
certain limitations.



• If you choose to itemize North Carolina deductions on Form D-400, Line 11, you 
must attach this schedule to Form D-400. If you do not, the Department may be 
unable to process your return.  For more information see page 20 of the D401.  
This form replaces Part C of the D-400 Schedule S.  

• The NC Itemized deductions are:
1. Qualified home mortgage interest, 
2. Real estate property taxes - The limitation for Home Mortgage Interest and Real 
Estate Property Taxes is $20,000.

3. Charitable contributions - The limitation for Charitable Contributions is 60% of the 
Federal Adjusted Gross Income.

4. Medical and dental expenses - The Medical and Dental Expenses limitations of 
7.5% of you Federal Adjusted Gross Income.

5. Repayment of Claim of Right Income - See page 20 of the form D-401 for 
instruction on how to calculate the amount for the Repayment of Claim of Right 
Income 
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• If you have a client with employees who work in 
multiple states, be aware that there are several issues 
may arise that can be particularly challenging for both 
your client and the employees

• Income tax, withholding taxes, unemployment taxes, 
reciprocity agreements, nexus, etc.

• You will need to be aware of the rules in NC and also in 
those other states and how those rules interact

• Remote workers have increased the complexity

NONRESIDENTS AND PART-YEAR RESIDENTS 



If you or your spouse, if married filing jointly, were not full-year 
residents of North Carolina during tax year 2019, you must complete 
Form D-400 PN to determine the percentage of federal adjusted 
gross income, as adjusted, that is subject to North Carolina income 
tax. 

You are a “part-year resident” if you moved to North Carolina and 
became a resident during the tax year, or you moved out of North 
Carolina and became a resident of another state during the tax year. 

You are a “nonresident” if you were not a resident of North Carolina 
at any time during the tax year
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Must be completed 
by a part-
year/nonresident 
who receives 
income from NC 
sources to 
determine the 
percentage of total 
income from all 
sources that is 
subject to NC tax.

NONRESIDENTS AND PART-YEAR RESIDENTS 
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Form D-400 Schedule PN-1

Must be completed by a 
part-year/nonresident who 
entered an amount on Line 
17e or 19h of the D-400 
Schedule PN.  
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FORM D-400TC

• Used to claim 
qualified individual 
income tax credits

• If a tax credit is 
claimed on Form D-
400, the taxpayer 
must attach a 
completed Form D-
400TC to the return



NEW FOR THE TAX YEAR 2021--FORM NC-PE
• Used by pass-through entities, 

including partnerships, S 
Corporations, and Estates and 
Trusts

• Used if the entity is required to 
add certain items to federal 
income, or if the entity is 
allowed to deduct certain items 
from federal income

• Comparable to the D-400 
Schedule S for individuals



FORM NC K-1
• Used by pass-through entities, 

including partnerships, S Corporations, 
and Estates and Trusts

• Provides information regarding 
additions and deductions for an owner 
or beneficiary of a pass through entity. 

• The owner or beneficiary can then 
transfer the information to the 
applicable lines of their D-400 
Schedule S when they complete their 
individual income tax return.
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If an entity fails to file a return 
and/or payment by the due date, 
they will incur penalties

Penalties

• Failure to Pay: 10% of the original tax 
due 

• Failure to File: 5% per month or 
fraction thereof (no minimum, 25% 
maximum 

Penalties
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Failure to Pay Rate Reduction

Failure to Pay Tax Assessed 

On Through  Rate of 
Penalty 

July 1, 2022 December
31, 2022

10% 

January 1, 
2023 

June 30, 
2024

5% 

July 1, 2024 To Be
Determined 

2% for the 
first month 
the tax is not 
paid, 
increased by 
2% for each 
succeeding 
month, not to 
exceed 10% 



The interest rate is set at 5% per year; 
or 0.417% per month for the period of 
January 1, 2022 through December 31, 
2022

74

Interest Rate



7
5

Additional Individual 
Income Tax Information
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D-400 SCHEDULE AM
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Individual Estimated Income Tax



• If a taxpayer expects the tax due on their original D-400, reduced by the 
amount of tax withheld and tax credits, will be greater than $1,000 they 
must submit estimated tax payments

Generally, taxpayers who pay estimated tax are those who are: 
• Self-employed
• Pension payment recipients
• Receiving payments from tax-deferred accounts
• Receiving significant amounts of interest income, dividends, or capital 

gains 

Generally, estimated income tax must be paid in: 
One total payment on or before April 15, or Four separate, equal 
payments on or before April 15, June 15, September 15 & January 15 of 
the following year 
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INDIVIDUAL INCOME TAX WITHHOLDING
• Taxpayers use Form NC-4 or NC-4EZ, Employee’s Withholding Allowance 

Certificate, to determine the number of withholding allowances they are 
entitled to claim

• Form NC-4 or NC-4EZ is used to inform employers the correct amount of 
State income tax to withhold from the employee’s pay

• Requires an individual to take into consideration additions & deductions 
on his/her individual income tax forms

• If a taxpayer estimates that they will have tax due, they may decrease 
his/her withholding allowances using Form NC-4 or NC-4EZ

• If an employee does not provide his/her employer with a Withholding 
Allowance Certificate, the employer must withhold tax as if they are 
single with zero allowances
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FORM NC-4
• Includes an expanded 

worksheet that employees 
use to adjust withholding 
allowances based on: 
• NC Itemized Deductions
• Federal adjustments to 

income
• NC additions to and NC 

deductions from federal 
AGI
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Form NC-4EZ
Use Form NC-4EZ if you:

• Plan to claim the NC 
Standard 
Deduction,

• Plan to claim the NC 
Child Deduction 
Amount (but no 
other NC 
deductions) 

• Do not plan to claim 
NC tax credits,

• Qualify to claim 
exempt status

Personal 
Information 
&
Filing Status

Number of 
Allowance 
Calculation &
Exemption



FORM NC-4P
• Generally used by 

individuals who:
• Are N.C. residents who 

are recipients of income 
from pensions, annuities, 
and certain other deferred 
payments.

• Used to determine the 
amount to be withheld 
from a pension.

• Includes an expanded 
worksheet.
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General Recommendations 
and Resources
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Individual Income Tax Estimator 

The individual 
income tax 

estimator helps 
taxpayers estimate 

their North 
Carolina individual 
income tax liability 

for the tax year 
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Individual Income Tax Estimator 



• These documents were prepared for the sole use of volunteers 

preparing returns at VITA (Volunteer Income Tax Assistance) 

and TCE (Tax Counseling for the Elderly) centers. 

• The manual and examples are intended merely as a guide and 

consideration must be given to all the facts and circumstances. 

They do not cover all provisions of the law



Directives and Personal Taxes Bulletin
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How Do I Submit My Return?

Submitting 
Your Return

Electronically

By Mail
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What Happens After You Submit Your Return?

Refund 
Due

Check the status of 
your refund via the 

DOR website
Where’s My Refund

Request your 
refund be mailed 
or electronically 

deposited into your 
bank account
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What Happens After You Submit Your Return?

Tax Due

Make your payment 
electronically via the 

DOR website.

Mail in your 
payment along 

with the payment 
voucher.  



• Taxpayers may pay their tax by using a credit/debit card (Visa/MasterCard) or bank draft via 
our online payment system, or by contacting an agent at 1-877-252-3252.

• Taxpayers may also pay their tax with a personal check, money order or cashier’s check. The 
Department will not accept a check, money order, or cashier’s check unless it is drawn on a 
U.S. (domestic) bank and the funds are payable in U.S. dollars.

• Make the check or money order payable to N.C. Department of Revenue and mail payments 
to: NC Department of Revenue

• PO Box 25000
Raleigh, NC 27640-0002

• Please include the taxpayer's name, social security number, the type of  tax, and the applicable tax 
year/period with the payment.

• Taxpayers may pay in person at their local service center.

• If a taxpayer cannot pay their taxes by the due date, they should still file the return(s) on 
time. Any unpaid tax is subject to penalty and interest, which accrues daily; therefore, pay 
the balance in full as soon as possible. It is important to pay as much as possible with the 
return to minimize the penalty and interest.

https://eservices.dor.nc.gov/ofp/
http://www.ncdor.gov/contact-us/office-locations
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What Happens After You Submit Your Return?

Tax Due

Request an 
Installment 
Payment 

Agreement



• There are several requirements for the taxpayer and the 

Department to enter in to an installment payment agreement

• The Department will consider an installment payment 

agreement if all of those conditions are met

• Visit the website for a list of those conditions before requesting 

an installment payment agreement
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Rule of Thumb

Keep record of all business income, expenses,
deductions, and/or credits claimed

• Taxpayers must be able to substantiate all 
information on returns

• Documentation should be easy to follow, 
organized, summarized, and grouped



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.

95

RECORDS RETENTION
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In Person/Phone Resources



Taxpayer Assistance Information/ Phone number: 1-877-252-
3052 - Assistance for Personal Income Tax, Sales and Use Tax, 
Withholding Tax, Corporate Income Tax, and Privilege License 
Tax

• Service Centers/Walk-in assistance available in the following 
locations: Asheville, Charlotte, Durham, Elizabeth City, 
Fayetteville, Greensboro, Greenville, Hickory, Raleigh, Rocky 
Mount, Wilmington, Winston-Salem

Excise Tax Office Location & Phone Number:  Excise Tax- 1-877-
308-9092 - 1429 Rock Quarry Road, Suite 105 Raleigh, NC 
27610.
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• 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

Customer Education Workshops
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E-Alerts
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NCDOR/IRS Tax Calendar



• The Department of  Revenue works with the IRS to provide pertinent 

information that applies to both agencies. 

• One of  the partnered documents, a small business calendar, is posted 

on our website on our “Just for Small Businesses” page. 

• The calendar produced in conjunction with the IRS aims to help small 

businesses keep up with important reporting dates for the IRS and 

DOR.   



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 TO COMPLETE A

NC-4 EZ FORM

• HOW TO PAY A BILL OR

NOTICE

102

On-Demand Resources and News 
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Important Reminders
Submit original forms only, not photocopies.

Only use tax forms for the correct tax year 
(beginning of the tax year is the form that 
should be used).

Include a copy of the federal return with the 
NC return unless the federal return reflects a 
NC address or it is filed electronically.

Submit all forms and schedules at the same 
time.

Double check all figures, including Social 
Security numbers.



WHAT IF MY CLIENT IS AUDITED?
“Oh, you don’t like your 

assessment??  So, sue me!!”

Is this Your
State 

Auditor?



• Remain Calm; Don’t Panic

• Meet with and be courteous to auditor

• Provide documents requested

• Don’t hesitate to ask for more time

• Expect the audit to take a while

• Ask questions;  Ask to meet with audit supervisor if necessary

• Review proposed audit and notes in detail 

• File request for review if assessment received

• For instance, must be filed within 45 days of assessment in NC

• Involve legal counsel early



NCDOR VOLUNTARY DISCLOSURE PROGRAM

•Designed to promote compliance and to benefit 

taxpayers who discover a past filing obligation and 

liability that has not been discharged. 

•Applies to taxpayers that have failed to file returns 

and pay any taxes due to NCDOR. 

•Taxpayers can get waiver of penalties and a 

limited lookback period if they meet the 

requirements  



NCDOR VOLUNTARY DISCLOSURE PROGRAM

• To qualify for the Voluntary Disclosure Program, a taxpayer must 

meet all of the following criteria:

• The taxpayer has not been contacted by the Department of 

Revenue, Internal Revenue Service or Multistate Tax Commission 

with respect to any tax for which the taxpayer is requesting 

voluntary disclosure.

• The taxpayer does not have outstanding tax liabilities other than 

those reported through the voluntary disclosure.

• The taxpayer is not under audit for any tax.



NCDOR VOLUNTARY DISCLOSURE PROGRAM

• To qualify for the Voluntary Disclosure Program, a taxpayer must 

meet all of the following criteria: (continued)

• The taxpayer pays the tax due plus accrued interest within 60 

days from the date of acceptance by NCDOR of the voluntary 

disclosure agreement.

• Upon request, the taxpayer makes records available for audit to 

verify the amount of the taxpayer’s liability and the accuracy of 

the representations made by the taxpayer.

• The taxpayer cannot have previously participated in the 

Voluntary Disclosure Program.



NCDOR VOLUNTARY DISCLOSURE PROGRAM
• Benefits of Voluntary Disclosure
• A taxpayer whose application for a voluntary disclosure is approved will receive:

• A requirement to file returns and pay tax will be limited to three years for taxes 
filed annually or thirty-six months for taxes that do not have an annual filing 
frequency. 

• If the applicant has collected taxes from others, such as sales and use taxes or 
withholding taxes and not reported those taxes for periods beyond three years or 
thirty-six months, the requirement to file and pay will be extended to cover those 
periods. 

• The requirement to file returns and pay taxes for taxpayers discovered through 
examination that are not registered or non-filers is six years for taxes filed 
annually or seventy-two months for taxes that do not have an annual filing 
frequency. 



NCDOR VOLUNTARY DISCLOSURE PROGRAM
• Benefits of Voluntary Disclosure (continued)

• Under the VDP, the requirement to file returns and pay taxes for three years or 
thirty-six months refers to returns that are currently past due.

• To determine the filing requirement for voluntary disclosure for taxes that are 
filed annually, a taxpayer would file the most recent return that is past due, plus 
returns for the two (2) previous years. 

• To determine the filing requirement for taxes that do not have an annual filing 
frequency, a taxpayer would file the most recent return that is past due, plus 
returns for the previous thirty-five (35) months.

• Waiver of penalties, unless the taxpayer collected a trust tax such as sales and 
use tax or withholding tax, but did not pay it to the Department. If trust taxes 
were collected, the Department will waive all penalties except the 10% penalty 
for failure to pay the tax when due.



NCDOR VOLUNTARY DISCLOSURE PROGRAM
• Benefits of Voluntary Disclosure (continued)

• When applicable, the participants can report the applicable tax liability 

in a spreadsheet format versus filing a return for each period involved.

• Participants have sixty (60) days from the Voluntary Disclosure 

Agreement date to determine the liability, and prepare the returns or 

spreadsheets and pay the amount of tax and interest due.

• Taxpayers or their representative may anonymously complete the 

program application for businesses taxes or individual income

taxes and mail it to the NCDOR.

https://www.ncdor.gov/documents/application-voluntary-disclosure-business-taxes
https://www.ncdor.gov/documents/application-voluntary-disclosure-individual-income-taxes


OTHER POTENTIAL ISSUES
• Withholding taxes

• Remote workers—mobile workforce

• Working in multiple states—where to file?

• Creating nexus for employers

• Other taxes resulting from nexus

• Where is my domicile?

• Conflicting rules in different states

• Independent contractors

• Maintaining sufficient tax records



Audience 
?Questions?
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Michael A. Hannah, CPA
Attorney at Law
mikeh@mhannahlaw.com
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Merry Christmas to All!
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