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NC e ™ Disclaimer
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This presentation is for general informational purposes only and is not intended to provide, and does not constitute
legal, tax, or other professional advice. The views expressed are those of the presenter and may not necessarily
reflect the official position or interpretation of the North Carolina Department of Revenue (“Department”) of the
State of North Carolina. Participation by the Department does not imply endorsement of this event or its sponsors.
The information, examples, and explanations provided are for illustrative purposes only and do not modify, interpret,
or supersede any statute, regulation, administrative rule, or other official policy of the Department.

This material may be subject to disclosure under applicable public records laws.

While the Department is committed to providing helpful and accurate information, neither the presenter nor the
Department guarantees the completeness or timeliness of the information presented. Taxation rules can be compl&',
can change frequently, and are fact specific to an individual taxpayer’s situation. This presentation does not take into
consideration pending or upcoming legislative changes. Attendees are encouraged to g?r;;sg]t their own qualified O
professionals regarding specific questions or circumstances. @’ %f\ < O

9 595‘

We hope you find this presentation valuable and informative.
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For tax year 2025, the individual income
tax rate is 4.25%.

For tax year 2026, the individual income
tax rate is 3.99%. *

* The “Revenue Rate Triggers,” established by S.L. 2023-134,
may reduce the individual income tax rate.




NC Standard Deduction

The North Carolina Standard Deduction Amount,
for each filing status, is as follows:

Married, filing jointly/
surviving spouse

Head of Household
Single

Married, filing separately

Standard Deduction Amount

$25,500

$19,125
$12,750
$12,750

OO
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= NC Conservation Tax Credit

 The 2024 “Farm Bill” reenacted a nonrefundable income tax credit for Certain Real Property Donations
(“NC Conservation Tax Credit”) to incentivize donations of real property for forestland and farmland
preservation, fish and wildlife conservation, military use, floodplain protection, historic landscape
preservation, and for public trails.

» Subject to the limitations set forth under Session Law 2024-32 and Session Law 2025-4, the tax credit
is equal to 25% of the fair market value of a qualified donation.

& A qualified donation is a donation of a qualified real property interest located in
North Carolina that meets both of the following conditions:

(1) Itis donated in perpetuity for one of the qualifying uses -
specifically listed in the statute and is accepted in perpetuity for the :
use for which the qualified real property interest is donated. o @)
0
(2) Itis donated to the State, a local government, or a body
organized to receive and administer conservation land. O
O



NCD@R ii::  NC Conservation Tax Credit

« The tax credit is only available to individuals, corporations, and certain pass-through entities. A Taxed PTE is not
eligible to claim the tax credit.

» Taxpayers must apply for the tax credit using Form NC-74, “Application for NC Conservation Tax Credit.” Form NC-
74, is available on the Department’s website, ncdor.gov.

« The application is due on or before April 15t of the year following the calendar year of the donation. The Department
MAY NOT accept late filed applications. For example, the application for qualified donations made in calendar year
2025 (“2025 Application”) must be filed by April 15, 2026. A 2025 Application filed after April 15, 2026, will be rejected.

e e
i 4

The application will be available online via the Department’s website, ncdor.gov,
on or around January 1, 2026.

Because the General Assembly capped the amount of all qualifying tax credits at
$5 million, the amount of tax credit applied for may be reduced as required by

law.
W A v

The Department will publish specific guidance on the application process.
The guidance will be available on the Department’s website, ncdor.gov, on or O
around January 1, 2026. O

<
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NC Conservation Tax Credit

CLEAR

NCDOR | NC-74 rou

Web il Application for NC o
ez Conservation Tax Credit

Part 1. Applicant Information

Web-Fill
825

Page 2 Applisant's Lact Name or Lagal Kame 22 or FEIN

NC-T4

Part 2. Donation INfTOrmation (eonfinued)

Fill in the cirde that describes the applicant that made the donation Individual Other (Select entify fype)

Fill in the cirdde if the applicant is submitting more than one Form NC-74 for 3 calendar year. (See instructions)

Ingilviduars Firct Name. ML Individiars Lact Name Individisals Sosisl Securtty Number
InGiviuaTs Fhone Numkssr Inghvidual’s Emall Addrees
Enlitys Legal Name Enttty's Faceral Employer ID Number

Entitys Trade Hame

Contast Ferson’s Name Contaot Person's Phone Humber

Contaot Person's Emal Addrecs

Applisant's troet Addross

city stabe ZIp Coce

Part 2. Donation Information

6. Was the donation accepted in perpetuity by the State of North Carolina, a local government, or a body that is j
both organized to receive and administer lands for conservation purposes and qualified to receive charitable
contributions under State law?

(¥ you anawered “no, " STOP, you cannot spply for the NC Conzenvation Tax Cred. if you answered “es, " provide the following
information about the recipient of the donation. Then, go fo line 7.)

Mame of Govermmental Entity or Organization

Address of Governmental Entity or Organization

Name of Contact Person at Governmental Entity or Organization

Phone Mumber or Email Address of Contact Person at Govemmental Entity or Organization

7. Was the donated land required to be i to local ge ion or ordi ? j
(I you answered “yes,” STOF, you cannot apply for fie NC Consenation Tax Gredit if you answered “no,” go fo line 8)

8. Did the donated land increase building density levels as permitted under a regulation or ordinance? j

{If you answered “yes,” STOP, you cannot apply for the NC Consenation Tax Credi. i you answered “no,” you can
apply for the NC Conservation Tax Credit. Complefe Part 3 or Part 4, whichever is appiicable.)

Part 3. Qualified Donatlon for Forestland or Farmland Preservation (Gomplete Part 2 only i the donation was mads for
or farmiand pr A copy of the certification by the NC Department of Matural and Cultural Resources identifying the
donation’s qualifying use MUST be subrr'lred with the application.

1. Did the applicant make a single donation during the calendar year?
{f you answered no,” STOF, see the instructions. i you answered “yes,” go fo line 2]

2.  Was the donation a qualified real property interest as that term is defined in Section 170(h){2) of the Internal
Revenue Code?
(I you answered o, ” STOP, you cannot apply for the NG Conservation Tex Gredit. If you answered “yes,” go to line 3

3. Was the donation located in Morth Carolina?
(K you arswered o, STOP, you cannot apply for the NG Gonservation Tax Gredi. I you answered yes," go fo fins 4)

4. Was the donation made in 20257
(¥ you answered no,” STOP, you cannot apply for the NC Conservaion Tax Credit. if you answered yes,” go foline 5)

5.  Was the donation made in perpetuity for a use listed in G.S. 105-153.11 and G.S. 105-130.34A7

(¥ you answered no,” STOP, you cannof apply for the NG Consenvation Tax Credi. if you answered “yes,” fil in the circle fhat

comesponds fo the specific use for which the donation was made. Then, go fo ine 6.)
Forestiand or farmland preservation
Fish or wildlife consenvation
A buffer to limit land-use activities that would restrict, impede, or interfers with military training, testing, or operations on a
military installation or traini rea or othenwise be i ible with the mission of the installation
Floodplsin protaction in 3 county that. in the five years preceding the donation. was the subject of Type Il or Type lil
gubematonial disaster declaration as a result of a natural disaster

Historic landscape consenvation

Pullic frails or access to public frails.

H = B = |

1.  Fair market value of qualified donation
{An appraizal reporf MUST be i with the ication. See i iana. )

2. Was the qualified donation owned by a married couple? 2 j

(¥f you an=wered “no,” go to line 3. If you answered “yes,” enfer the name and social securify
number of the owner not listed on Part 1. Then, go to line 3.)

Individisal's Firct Name ML Indlvidsars Lact Name Individisals $osial Ssourity Humber

3. Muttiply line 1 by 25% (.25) 3.

Part 4. Qualified Donation for a Use Other Than Forestland or Farmland Preservation (Compiste Part 4 only # the donation
was made for 3 use other than foresfiand or farmiand preservafion.) Important: A copy of the certificasion by the NC Department of Natural and Cultural
Resources identifying the donation’s qualifying use MUST be submitted with the application.

1. Fair market value of the qualified donation
{An appraisal report MUST be with the See )

2.  Was the qualified donation owned by a married couple? 2. J

(I you answered “no,” go fo line 3. If you answered “yes, " enter the name and socisl sscurity
number of the owner not listed on Part 1. Then, go fo line 3.)

Individisals Firct Name ML Individsars Lact Name Individisals $osial Ssourity Number

3. Multiply line 1 by 25% (.25) 3.




NCD®R|:: Organ and Tissue Donation

 For taxable years beginning on or after January 1, 2027, the individual income tax return, Form D-
400, will include a check box to allow a resident taxpayer or their spouse to elect to become an organ

or tissue donor.

* The election is optional and is valid upon filing the income tax return. The election remains valid until it
is revoked by the donor.

« The Department will coordinate with industry to determine the information needed to make and revoke
the election. The Department will provide guidance in the instructions for the 2027 Form D-400.

Yes | do

ORGAN DONATION




NCD®R

Withholding Tax Rate iy

NES 2026 Income Tax Withholding  For tax year 2026, the withholding rate on wages
Tables and Instructions paid in 2026 is 4.09% (3.99% + 0.1%).
for Employers

* Publication NC-30 provides the State’s wage bracket
Q tables and other alternative methods of computing
4 NC income tax withholding.

« The wage bracket table is broken down by filing

Ji status, pay period, amount of pay and number of

(, allowances claimed.

f{f*l{  Publication NC-30 for tax year 2026 will be available ;

i 4 on the Department's website, ncdor.gov, on oL Q
around December 15, 2025. O
3' &
0-? You can file your return and pay your tax online at
ncoor.goviile-pay. n

North Carolina:

ncdor

Issued by: Narth Caroiina Department of Revenue, B.0. Box 25000, Raleigh, Narth Caralina 27640-0001




NCD@R #: Federal Tax Law: What It Means for NC Tax
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NCD®R i Internal Revenue Code

EEEEEEEEE

bO

* North Carolina is a static (or fixed-date conformity) state. In other words, North Carolina
ties its tax law to a specific version of the Internal Revenue Code (“Code”) and the General

Assembly must pass legislation to update the State’s conformity to a different (updated)
version of the Code.

* North Carolina’s tax law currently references the Code as of January 1, 2023. To the extent
North Carolina income tax law conforms to federal income tax law, North Carolina follows the

Code in effect as of January 1, 2023.




NCD®R i Internal Revenue Code

OO

Federal tax law has been updated at least two times since January 1, 2023.

(1)

(2)

On December 12, 2024, President Biden signed the
Federal Disaster Relief Act of 2023 (“Relief Act”). This Act
provided favorable federal tax provisions for eligible disaster
victims.

On July 4, 2025, President Trump signed th
One Big Beautiful Bill Act (“OBBBA”). This Act provided
broad package of federal tax provisions that impacts virtually O
every individual and business. o v, :

O



NCD®R i Internal Revenue Code

Because of NC’s static conformity, any change 200 e
made to the Code enacted AFTER January 1, 2023, DOR |

DOR Use Oniy

PRINT CLEAR

Weo-eil ‘ Individual 2025
Income Tax Return

T
. ¥ . . . 2 N - ]
including the provisions in the Relief Act and s MO sttt L SR
0 ‘.:; [ForcalendaryearZOZS.orﬁMyearbeglnnlng {MLEDD) 2 5 and ending mesoo-vy)
OBBBA, MUST BE INCLUDED/EXCLUDED from D § e e
: s N T e
AGl for NC income tax purposes. (See 2025 (7
Form D-400, Line 6.) g | T . -
F- r-4 Maling Address Apartment Number
= il = e e
% BB 5 ciyour cverpayment o e Fur. Tomake a contiuton, enciose o NC-EDU and you paymegtafS - 1o R
q To designate your owerpayment to the Fund. enter the amount of your designation on Page 2. Line 31. (See instruchions for ™ =Fu_r|d]
a Out of C Fill in ci or were country on
Examples' E D:ct::ase:“:::;ayerIrlllforr:u:;m e e “:i:‘;mor:m’wrlizm '\;\“e _,edsp:ns:
g ;.gmln srt.?a éfrztr 35 ﬁfgpondted'ngdrsgz al R‘E::)mresentawe el 06\6
* Include wildfire relief payments not included Q oo SO
AGI. (See ReliefACt) g Fe:lel;ﬂl Ext:i:sgi:n Werengran:edanamarrancext nsir- 6\\)%‘6 .4l income tax retum, e.g., Form 10407 Yes No
E g: 2. Married Filing Jointly S P
v <T wrf 3. Married Filing Separately -).x;-‘r.:;ﬂr.f
« Exclude changes to R&E expensing. (See OBBBA) TR - e e e
"UJ- 6. Federal Adjusted Gross Income > =
- Exclude changes to depreciation of business = I i "
assets. (See OBBBA) > ||| mem ey > o
S | T [" b ot s oon o
x | Line 10b, en?e(!\'?emur#ofﬁedwfddedum See insfructionz. )
|- |§ 1. NC StandardDeduction OR  NC.ltemized Deductions |,
o A (Fil in one cirdie only. See Form D-400 Schedufe A.) o
1T |g 12_.A:ldLinesQ. Jubt AT —
| ———— =

| 14. North Carolina Taxable Income

Full-year residents enter the amount from Line 126, 14
Part-year residents and nonresidents multiply amount on Line 12b by > -
| the decimal amount on Lne 3.
15. North Carolina Income » 15
L Multiply Line 14 by 4.. 25% [I: 0425). If zemo or less, enter a Zeno.

OTHER THAN YOUR SIGNATURE, DO NOT HANDWRITE ON THIS FORM

\
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£ Dt ol s Trisidiry— el Pl Sareici D) Form 1040 (2024 Page 2
; e 21040 U.S. Individual Income Tax Return |~ L[IJ25 CME No. 1548-0074 | 15 L Crly— Do ot e or stagha i his space. Tax and 1Mb  Amaunt fram ine 114 (adjusted gioss ncome) R S 11
e e For the year Jan. 1-Dec. 21, 2025, o other tax year beginning , 2025, encing .20 | Ses separate insiructians. Credits 12a Someonecanclsm L Youasadependent || Your spouse as a dependent
(\@& = Ll Fied pursiiant o section 301.89100-2 |_| Gambat zane || Beceased 1 4t Spousa |4 0 b || Spouse itemizes on a separate retum & [ You ware a dual-status akien
é& € ] Bher | | d You [ Were bom before January 2, 1961 [ e bind
% > { Your first name and middle inftial Last nams ¥our scolal security number (v L Spouse: ] was bom befane January 2, 1981 1 e binet
| 128
If it retum, spouse’s first name and middis rital [ Spouss’s sooial security numbe 1 g i i
s == - o Below the Line" Adjustments - Line 13 L3 -
Home address {numier and strest). |f you have 2 P.0. box, see instructions. Apt. no. Check heve # your main home, and your R D1, S0, 14
spouse's f fllng ajoit retm, was i __
e 1.5 or more ha hatfof 2025, || Subtract e 14 trom line 115, 1 2800 o s, seter - TMEyﬂuf 88 ocSme 15
City, tawn, ar post affice. If you have a forsign adcress, also compiete spaces Delow. State 2IF code %Em Campaign Tax (see natrustions). Check i any rem Formig): 1 [J8g1a 2 [Jaorz 3 [] 16
. . # fling fanty, wa S50 g ta Amount from Schedule 2, line 3 17
Because NC begins its I S B e odinetema T ]
g | You | Spouse Child tax credit or cradit for other dependents from Schedule BE12 . 13
Filing Status J Single ] Head ef housshald {HOH) Amount from Schedule 3, line 8 20
1 1 Chack only L ] Mamied filing jeintly (2ven if only one had income) O Quaitying surviving spouse (QSS) Add lines 15 and 20 . - . Add | 21 |
Ca C u a I 0 n O axa e I n CO l I l e one box. | Married iling separataly (MFS). Enter spouse's SSN above If you checked the HOH or Q5 box, enter the child's name Subtract ine 21 from Ene 16. I 2ero of less, enter-0- »
and ful name here: ] T Other taxes, inchiding sell-srnpioyment tax, Iram Schadiile 2, ine ?ext 2
H L] It tresting a nonresident alien or dual-status alien spouse as & U.S. resident for ihe eniire Lax year, check ihe Dox and enie Add lines 22 and 23. This is your lotal tax 2 24
WI y a axpaye r name (e ors and attach statement il required): Pan 95 Fededal incarme Lax withhed lran here
Al any time during 2025, did you: [4) receive (38 a reward, award, or payment for properly or sarvicask or (b sell, an a Fom(g)W-2 . S o0 o005 60 0050 . |2ma
“ - y Digital Assets eachg»ge o oth“gwse disposs nthldugwm asa[‘est for a firancial mteresptem & digital ap'sseplg'? [See insiructons) I[DO D lves | |Mo Refundable |, Fomis) 1088 =
deduct “Below the Line s — - o oo e
fesairatructcrs) (1) it name d  Add lnes 25a through 25¢ .
. . 1f mare :;’;m 2 2ozs esimated ax payments and amnumapmeumnzm retun 26
adjustments when calculatin T — — — 1 a0 e s o e 2 N
sen ) m“""" ¥y hav 1 enter their SSN (see instructionsl:
andcheck _ BE e I L= al [ves ) _|Yes o) | ¥es qualtying chid, Eamed income credi. EIC) . — oo
N t I . hee .. [ ban batatos| ) [ Ardintha S, 1t [ Anintha LS. ) [Jandinthe LS. i) [ ardinthe s b (Clergy fiing Schecie SE (sse isinuclons]
axa e InCOI I le. CE=T RET j%ﬂmﬁw" L] Bl hgw“r'-'“mw’ g JEng&nﬂ"&'"" Bl jmmmg«”w & M you do nel wantta elsim the EIC, check hers a
saiied sablod
T Credits _- mﬂmﬂm j w&mn 3 [ ml’:m -_ mEmn for j :ﬁ":‘m -J nmaEmr‘ far j :Emm j Mmm for i) lauﬂ;hm::r:;rt;n ;eﬂ:} rL:’HZZTE:) frorm Schedule B312. I you do not wait]
Sotendonts Sepenerts enders Siandents o elim ek her . . . e |2
E I f 13 B I th L . 1] Check ifyour filng status is MFS of HOH and you ived apert from your spouse for the est § monihs of 2025, or you are legally merican opporiunity credit fram Form ned. . . . . .
a A oriunity credit from Form 8883, line 8 . 2
m separated acoording Lo your state law under a writlen separation or & decree of and you did nat
Xa p eS O e OW e I n e Eve in the same household s yois spoise ot the end of 2025, T [0 LGDe e DES LA s ] 2 0 200 0 0 | 0
. 31 Amount from Schedule 3, line 15 . . . . ]
Income 1a  Total amount frorm Formis) W-2, box 1 (see instructions) 18
ad.ustments include' s b Housshold employes wages not reporiad on Fom(s) W-2 . b 32 Addlines 27a, 28, 20, 30, and 31. m;eseymrwnlmmemsam credits . | &2
- W2 here. " Tip income not reparted on ne 12 (s8e instructions) R 1 3 Add lines 25d, 26, and 32. These are your total 33
attach Fr *-cmwawevpmenlsnarepnﬂeunnanl;sjwz(seemm:ucunm 1d Refund 34 IMine33 is more than ine 24, saubtra:tlmezarrmwunenmusmesnnmtmomrpm 34
i 460 B o B sy o o 368 Amaunt of ine 34 you want refunded to you. ! Form 8633 i aitached, check here 0 [s
. . . ‘was withhela, I B y Drectdepost? b Fouting number e Type: ] Chee«mg 0 Saumgs
‘ded adoption benefits from Form B339, lne 31 i See insinations. h
- Deduction f lified overtim =
eduction 1or qualltied overtime. Wit g Oy wsies m wnes L LLLLLLLTL LI
W2, see " e A nstructions), Enter wpemmm T 38 Amount of ne 34 you want applied to your 2026 estimatedtax | a_ﬂ_[
istructions
(Se e OBBBA) i MoniaDm ( I’ n (see instructions) . . 1 Amount 37 Subiract ine 33 from Ene 24. This is the amount you owe. e
You Owe For details on how 1o pay, 0o to wwir.irL.goviPayments or see instructions . a7 T
Mtach Scn. B 2: :::m::eren ¢ " - b Tax;anl-e n;en.;st . L L e ] - ... |
1t required 3 Qualified dividends /(, b Ordinary ividende _ Third Party Do you want 1o allow another person to discuss this retum with the IRS? See instructions. [ Yes. Complete below.  [INe
. . . =
Check il your child's dvidends . 3 [ Line 3b Designee . Phone Parscnal identification
 Deduction f lified t : St, = mmman
e UC |On Or Ua I Ie I S- 42 IRA distributions . b Taxable smount . . . . = R
Check if (sse i i Under I declare this refum and and tothe best of my knowledge and
5: K i |meﬂ|mm?nnsa T = 0’ = E! rey - e :l— :EI‘I:! bsiet, mw:ua"ua ourw:‘ and complete. Declaration of preparer other than taxpayer) is based on all inormation of which preparer has any knowiedge.
ensinns and anniities . able smount . . . .
(See OBBBA) & Check il (see instructions) . . 1w { [iu] Your signature Date. ¥our pooupation g;::“&é:iﬂm;mw
B Social sscurity benefits . N f L. e inzt) | & EEEEE
€ I you slact 1o uss the iurm-sum election method, check hers . 8 7 ﬂ:"’;‘:_"“:“ Spause’s sigrature. i a jant retum, both must sign. Date fpouse’s accupatian 1f the IR sant your spouse an
D t f . t t t d Iyou are masriad fing ssperstely and ived apan fron your spouse the én. (7] lomd o e
edaucton 1or interes payl nents Ta. Capltal gain or Joss). Altach Schedule Dl eauired . . . your mcorcs. D [TTTTT] i
b Checkit: [ Schedule D notrequired [ Includes muusmm gam nr" Phome ng. Emai adcress L
e H 8 Additional income from Schedue 1, ine 10 . Paid SR e Fropmrw's sigrmiir bate T Cluck
for qualified vehicles e e st reems P oo
Firm's nama. Phana ra.
S OBBBA _ Adjusted Gross Income Line 11 s aaas Fran
ee Form 1040 poos Crasted 9525 Go to wiwwLirs.goviFarm 1040 for instructions and the |atest infarmation. Farm 1040 {2025
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A taxpayer CAN DEDUCT
“Above the Line” adjustments
when calculating NC taxable
income to the extent NC
follows (does not decouple)

from the Code for that
particular adjustment.

Decoupling adjustments equal
NC modifications to AGI

ALL NC modifications

required (or allowed) for tax
year 2025 are listed on Form

D-400 Schedule S.

g Dupertrunt. of the Tragsury—itamal Fevenus Sanicos
£1040 u's. individual income Tax Return |2 25

(MB Now. 1548-0074 ‘ IFES s Dy — D o i ¢ s 18 5o

For the year an. 1-Dec. 31, 202%, or aiher tax year boginning , 2025, ending (20| Soo separate instructians.
L Fiec pursiant 0 sacsion a0 91002 || Gormbiat zane L JDecensed 1+ ¢ Spouse | {1/

[l caher |

Your frst rame and middie intil Lastname Your soclal security number
W)t retum, spouse’s frst name and micls bl Lestrame Spouse’s socal secuty number
Horme address (number and streety. If you have a £.0. box, see nstructians. [Api o mm:mefmmnm and your
City, tawn, o post afice I you nave 2 foveign adcess, aso camplete spaces below. State TP code

Cheack here i you, o)
g nty, Wt 641 o0

Foreign country name

Foreign province/state/county

Foreign postal cods |13 fund. Checking a box below

will nat change yoir tax or refund.

[ ¥au [ | Spouse

Filing Status ] Single

] Mariee! fiing jeintly (2ven it arly ane had income)

[ Head of household (HOH)
[ Quaitying surviving epouse (QSS)

Social sacurity benefits .

e - 10w
Ba b { o
I you elect to use the umg-sum election method, check here fs. e
IF you are marred fiing separately and ived apan from your epouss the e,
Capital gain of (oes). Attach Sehedule D f required . .

Chack it: ] Sehedule D not required [ Includes child's capdi qsm ol
Additional incorme from Schedule 1, Ine 10 . . . . .

Add lings 12. 20, 3b. 4b. 5b. 6. 72, and 8. This is vour total income

Adjusted Gross Income Line 11

=i

70

i‘i’iﬁf‘" L] Marisd fibng separataly (MFS). Enter spouse's SSN above If you checked the HOH or OS5 box, enter the child's name
and full narne hare: if the qualifying person & a child bul not your dependent:
(m]] traaling a nonvesident alien of dual-status sken spolise a5 4 U.S. ressidenl 1o the enire ey year, ehack the bax and & Y
Fame (sae i liores and attach stabernent if reguired):
Digtal Assats 3, e oo o gt st for & Bnane sk e s Looc’sfoae mtachonn - [1Ves [INo
Dependents Dependent 1 Degendent 4
{see instructions) (1) First name
i (2 Last name
hanfor BN ] [ [ 1 J
dependents,  f4) Ralstionship
and check 18 Chockifed| g} | | Yos il || Yes fa) || Yos fa) || Yes
heee .. L] mmm ) [ and inthe us, ) [ andin the U5 ) ] And inthe LS. o) ] Andinshe LS.
mowt D5 (O |D ey |0 | D D O
disabied disabled disablod cisabiod
17 Credits gr;;m jm JE:I:ﬂnm _mu:'rm jg‘mm JMr jcnmm jw
anpumnn dependents. mpnmem dependents
[ Check i your filing status is MFS or HOH and you fved apemmm your spouse for the 12516 monthe of 2025, or you are egally
separated aceording to your state law under a writlen separation o & decree of and you did not
Fe in the same household as your spouse at the end of 2025,
Income 1a Total amount from Formis) W-2, box 1 |[see instructions) - - 1a
Adtach Forr b Heusehold employee wages net reperted on Farm(s) W-2 . o o b
Wibers ,  Tipincome nolreporied on ine fa see instuctions) . o - e
WGz 4 igid waiver payments nol reported on FnrmLsJWNseemg‘mcunml = = [ 1d |
L“:’mh 60 apendent care benells from Ferm 2441, line 26 . . 18
Hyou i ot “dad adoption benefts Irom Form 8830, Bne 31 o o 11
get a Form El % ~ui0, line B . . - - ig
e e h Om () R T th
i Montaxa { , A (sge inatructions) . . [ I
2 Addlines 13 y 5 o S s o0 g =039 o5 o= 5 1z
MtachSch B 28 Tax-exenmpl ileres 4 b Taxable itesst .
it requred. 3a  OQualifed diidends . . QI b Ordinary dividends .
& Checkil your child's dividends s 0&\ ‘g 38 2 ] Line 3b
da IRAdisiibutions . . . . [L % b Taxable amount. . . . b
& Check i fsee instructions) 3" 200 30
Ba Pensions and annuities . . 5a ( anle ameunt. . . . 5b
& Checkil (ses instructions) ag ]
Ba &b
&
d
Ta
b
B
B

tital
Form 1040 200%) Crasted 4525

Form 1040 (2008 Page 2
Tax and 11b  Amount from Ene 11a (acjusted gross income) . 11 |
Credits 128 Someonecanclim | You asadependent || Your spouse a5 a dependent
b [ Spouse iterizes on a separate retum 6 [ Youwere a dual-status aen
d Your | Warebombalors January 2, 1061 || Ave bing
e\ Spouse: [] Wasbom before January2, 1861 [ Is biind
12e
"Below the Line" Adjustments - Line 13 e :
e v s e . - - [1a |
Subtrsct e 14 trom i 115, I 200 o less, enber-ﬂ-TMsynurluahl I T
Tax (see instructions). Check i any trom Formig: 1 [Jes1a 2 [Jao;z 3 [] 16
Amountfrom Schedule 2, Ine 3 . . . . L . . L L L Lo . ... 17
Addlines 1Band 17 - . . . . . . - 18
cmmmcrmacrmmnrmnemepemnmmsenmnaswz e 19
Amountfrom Schedule 3, Ine 8 . . . . L . . . . L .. ... .o [ 20 |
Addlines 19and 20 _ . . . 21
Subtract line 21 from Ene 1B. W zero o less, enter -0- . . Add ©:: oo -
Other taxes, including sell-employment tax. fram Schedule 2, Imemxt Coe [2a |
Add lings 22 and 23, This is your tetal tax . . . . . . . 24
Federal incarm tax withheld fram: here
FormgW-2 . . - . . . . . . . . . . ... .. |oa
Form(s 1088 . . . . e =
Omerramscseemslmmn:l o |
Addlines 25 threugh 35¢ . . . . . - o 25d
zuziesumaneampa,men:sanuamnumappueammznzmmm e | 26 |
If you made estimated tax payments with ynur Torrmer spouse in 2025,
#you havea e thair SSN [sse instrictionsg
Qualfying child, Eamned income credit (EIC) . . ©c o 5o -
Clergy fling Schedule SE fsee nstictions) . . . . .
M you do not want to cism the EIG, check here . . .
28 Additional ehid tax eraclit (ACTC) bern Sehaduie B312. If you da ret want
te elaifn the ACTC, chack here . . . . P 26
2 ame.mwowm;mmnmmrmnammea - N
30 Rehuncabie sdoption eredit from Form 8830, fhe 3 . . . . . . | 30
31 Amountfrom Schedule 3, e 15 . . . . - A
32 Add lines 27a, 28, 29, 30, and 31, Thess are your mmmmmam eredits . | 32
33 Addlines 25d, 28, and 32. These are your total payments . o o 33
Refund 34 Iffine 33 is more than ine 24, mntracthnezarrm|.neum.smeammrmompm 34
388 Amourit ef line 34 youi wan! refndéd to you. Il Form BB3S is altached, chack hare . 358
Drectdepost? b Fouting number Type: —|Chedmg angs
Sealmsctors. g acoountoumber || | | | | | | [ | [ 1
36 Amount of line 34 you wani applied to your 2026 estimated tax . . |3_ﬁ_[
Amount 37 Subiract ine 33 from Ene 24. This i the SMount yoi owe.
You Owe Fnrﬂelmlsannawlnpeygatowwrggovraymmlguseenﬂnmhms L 37
38 Estimated tax penally fses instuctions) . . . . . . . . . . |aa|
Third Party Do you w-antmsjluwmnmefpersnnmﬂnscmsmnsmnummmelﬁs”seemmﬂmns. [ Yes. Complete below. | ]Ne
Designee Designee's. Phone Persanal identification
nama no. number FIN)
sh" Under of I dedare this refum and and fo the best of my knowledge and
Hl!I'E sslia, thwry are true, comect, and complete. Deciaration of preparer (other than taxpayer) is based on all ommation of which preparer has any knowiedge.
Your signature Date Your pooupation If the IRS sent you an identity
Pratection PIN, enter it here
teeinst) T [ [ ]
Js:;‘:'::"‘,“‘_'(";m Spause’s signature. i a jant retum, bath must sign. Date ‘Spouse’s ocoupatian 1f the IRS sent your spouse an
Kespa copy far Identity Protectian PN, enter f here
yaur recors, boermt) [T TTT T
Phons no. Email adovess
Paid Preparer's name Preparer's signatune [ BTH Check it
Preparer ] seit-empioyed
Use Only  Firmis name Erane ro.
Firm's address Firm's EIN
Ga 1o WiwwLirs. gev/Form 1040 for instructions and the |atest infarmation. Farm 1040 (2025)
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NC Decoupling Adjustments for Individuals

Additions to AGI

DOR | D-400 Schedule S ™
o 2025 N.C. Adjustments for Individuals

OO

Deductions from AGI

age 2 Last Name (Fist 10 Characters) — “our Social Securty Number

-\P 'Sch S
S 2025

| Part B. Deductions From Federal Adjusted Gross Income (Oniy deduct iteme that are included in federsl agiusted gross income)

As of November 1, 2025, there are No New NC Adjustments that impact Tax Year 2025

Part A. Additions to Federal Adjusted Gross Income (oniy add items that are not included in fedsral agjusted grass incame) |

1. Interest Incame From Obligations of States Other Than N.C > i
% 2. Deferrad Gains Reinvested Inio 3n Opportnity Fund [
g 4. IRC Section 178 Expense [
= | 5. 5-Comporston Sharehokder Bultin Gains Tax [
Q| & Amount by Which Federal Biasis Exoeeds State Basis for Property Disposed of in 2025 [
b= | 7 Federal Net Operating Loss Deducton [
-
x|, State, Local, or Forsign Income Tax Decucted by an S Corparstion, > e
g Parinership, or Estate and Trust
% 8. Withdrawal of 528 Plan Gontibusions Mot Used for Permissitie Puese » s
% 10. Dischargs of Qualifed Principal Residense Indsbtedness [
) |- Qualfed Education Loan Payments Paid oy Empioyer [ 30
o 12 Expenses Allocsble to Income Exempt or Exréuded From Gross Income » 2
Q |, Discharge of Centain Student Loan Debt [R5

P

Reserved

16. Total Additions - Add Lines 1 through 15 (Enfer the fofal here and on Form D400 7

14. Taved Pass-Through Entity Loss

15. Reserved for Future Use:

Part B. Deductions From Federal Adjusted Gross Income (oniy deduct tems that are i in fedleral acjuste: |
A7. State or Locsl Income Tax Refund | BT
18, Interest Income From Obligations of the United States or United States’ Possessions » 15

DO NOT HANDWRITE ON THIS FORM

If additional NC
adjustments are enacted
and the adjustments
impact tax year 2025,
the “reserved lines”
will be used. Check the
DOR website often!!

ncdor/gov

Reserved

Vv

23. Bonus Depreciation

P 23 » 2 |
2020 2021 022
» 23d » 2
2023 2024 231,
24 IRC Section 170 Expense
» 24a » 24n » 24
2020 2021 2022
P 24d P e
2023 2024 24t
25. Recognized IRC Section 140022 Gain » =
26. Gain From the Disposition of Exempt N.C. Obligations lssusd » =
Before July 1. 1905
27. Exempt Income Eamed or Received by 3 Member of a Federally »
Recognized Indian Tribe
28 Amount by Which State Basis Exceeds Federal Basis for Property > =
Disposed of in 2025
28 Ordinary and Necessary Business Expense Reduced or not Allowed Due » =
to Claiming & Federal Tax Creditin Lisu of a Deduction
30. Personal Education Student Azsount Deposits » 0
31. Certain State Emergency Response and Disaster Refief Reserve »
Fund Payments
32. Certain Economic Incentive Payments > 2
33. Certain N.C. Grant Payments = »
34 Certain Net Operating Loss Canybacks (Limifed fo 20% of smount »

aded fo AG! in tax years 2013 through 2019)

35. Excess Net Operating Loss Camyforward (Limited to 20% of amount added to AG! in 2019and 2020) P+ 35,
36. Excess Business Loss (Limited fo 20% of amount added to AGI in 2018, 2019, and 2020) » s

37 Business Interest Limitation (Limited to 20% of amount added fo AG! in 2019 and 2020) b a7
38. Taxed Pass Through Entty Income

P38 NC. P 380, Non-N.C. 8¢
Sou Souroed

38.N.C. Net Operating Loss » 2

40. Reserved for Fusture Use > a0

41. Total Deductions - Add Lines 17 through 22, 23/, 24f, 25 through 37, 38c, 38, and 40 (Enter the fotal 41

here and on Form D-400, Line §)
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=& NC Decoupling Adjustments for Individuatlf‘é>

The General Assembly decoupled from the following federal tax provisions that require an
addition to AGI.

NCD®R

Federal Tax Provision State Tax Provision
The exclusion from gross income for Cancellation of qualified principal
cancellation of qualified principal residence | residence debt is generally included in the
debt. calculation of NC taxable income.

For tax year 2025, see Form D-400
Schedule S, Part A, Line 10

The exclusion from gross income for Qualified education loans repaid by an 0
payment of a qualified education loan by | employer (whether paid to the taxpayer or
an employer. to a lender) is included in the calculation of ®)
NC taxable income. v
For tax year 2025, see Form D-400 O
Schedule S, Part A, Line 11
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Federal Tax Provision

The exclusion from gross income of
student loan forgiveness to the extent of
the loan was forgiven under IRC section

108(f)(5), as amended by ARPA.

State Tax Provision

Student loan forgiveness not included in
gross income is generally included in the
calculation of NC taxable income to the
extent the loan was forgiven under IRC
section 108(f)(5), as amended by ARPA.

For tax year 2025, see Form D-400 Schedule S, Part
A, Line 13

Important Reminder:

DOR issued an Important Notice dated
December 14, 2022, that provides information
on the State’s tax treatment of
federal student loan forgiveness.

<

= NC Decoupling Adjustments for Individuals

OO

The General Assembly decoupled from the following federal tax provisions that require an
addition to AGI:



NOI
AAAAAAAA

NCD®R

== NC Decoupling Adjustments for Individuals

OO

The General Assembly decoupled from the following federal tax provisions that require an

addition to AGl:

Federal Tax Provision

The amount of expenses not included in
AGI to the extent the expenses are
allocable to income not taxed by NC.

State Tax Provision

For tax years beginning January 1, 2023,
expenses not included in AGI that are
allocable to income not taxed by NC are
included in the calculation of NC taxable
income.

For tax year 2025, see Form D-400
Schedule S, Part A, Line 12
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= NC Decoupling Adjustments for Individuals

The General Assembly decoupled from the federal bonus depreciation and section 179 expense. P
taxpayer is required to add to AGI 85% of the amount taken under the Code. NC allows THE taxpayer
who added back the expense to deduct from AGI 20% of the add-back in each of the first five taxable
years following the year THE taxpayer is required to include the add-back in income.

Federal Tax Provision

State Tax Provision

Accelerated depreciation expensed on qualifying assets
(deducted from AGI) under IRC section 168(k) or IRC
section 168(n).

85% of the expense deducted from AGI is included in
calculation of NC taxable income , i.e., the add-back.

For tax year 2025, see Form D-400 Schedule S, Part A, Line 3

20% of the add-back can be deducted from AGI in
calculation of NC taxable income in each of first 5 years
after the add-back in income.

For tax year 2025, see Form D-400 Schedule S, Part B, Line 23

Cost of certain qualifying property expensed (deducted
from AGI) under IRC section 179.

85% of the expense deducted from AGl is included in
calculation of NC taxable income , i.e., the “add-back”.

For tax year 2025, see Form D-400 Schedule S, Part A, Line 4
20% of the add-back can be deducted from AGI in

calculation of NC taxable income in each of first 5 years
after the add-back in income.

For tax year 2025, see Form D-400 Schedule S, Part B, Line 24

|
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The General Assembly decoupled from the following federal tax provisions that allows a

deduction from AGl:

Federal Tax Provision

The inclusion of retirement pay in gross
income when received by a qualified
member of the US Uniformed Services.

State Tax Provision

Retirement pay received by a qualified
member of the US Uniformed Services is
not included in the calculation of
NC taxable income.

For tax year 2025, see Form D-400
Schedule S, Part B, Line 21

Important Reminders:

DOR issued an important notice dated May 2,
2022, (updated August 5, 2022) that provides
responses to frequently asked questions
related to the deduction.

DO NOT commingle military retirement
deduction with the Bailey retirement deduction

v

= NC Decoupling Adjustments for Individuals

OO
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=i NC Decoupling Adjustments for Individuals

Federal Tax Provision

State Tax Provision

The amount of net operating loss
(“federal NOL”) deducted in arriving at
adjusted gross income (“AGI”).

The federal NOL is added to AGI in the
calculation of NC taxable income.

For tax year 2025, see Form D-400
Schedule S, Part A, Line 13

The NC NOL is deducted from AGI in the
calculation of NC taxable income.

For tax year 2025, see Form D-400
Schedule S, Part A, Line 13

Important Reminders

If taxpayer claims a NC net operating loss on Form D-400
Schedule S, Line 39, attach Form NC NOL

Use Form NC-NOL to determine the amount of NC NOL
created in 2025 and to determine the amount of
NC NOL available for use in tax year 2025.

<

BB

The General Assembly decoupled from the federal NOL. This requires an addition to AGIl. NC
allows a deduction from AGI for the NC NOL.
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2025 NC NOL Worksheet

Page 2

Page 3

DOR | NC-NOL
s 2025 Net Operating Loss Worksheet

ch tnis Fallurs to read the Instructions
In thedr nntlrnryml reeult In an Incormect N.C. NOL calculstion.

Masin {Fral 10 Chariecting) il T 1D Wit

Do not sand a photocopy of this fom.

Part1. Net Operating Loss Calculation (compiste Part 1 1o determine If you have an N.C. NOL far the fax year 2025)

1a. Federal Adusted Gross Income 1a.
1b. Additlons to Federal Adjusted Gross Income b
1c. Add Lines 13 and 10 1c.
1d. Deductions from Federal Ad|usied Gross Income 1
1e. N.C. Standard Dedwction Amount or N.C. Ibemized Deduction Amount e

1. Excess Business Logs Incuded as Oiher Income on your 2025 Federal Income | 4
Tax Retum -

1g. Add Lines 1d through 11 1g.

1. Zubiract Lines 1g from Line 1 1.

2. Nonbusiness Capital Losses [Enter a5 & posfive numberi 2

3. Nonbusinass Captal Gains (Without regard to any IRC sacfion 1202 exciusion)| 3.

4. [ Line 2 [ greater than Line 3, subiract Line 3 from Line 2 and enter the
aifference.

, ENtEr 7am
5nuneaisgmawam:n Lire 2, WDWGUMZNMUFEJEMMHME s
dfference. Otharwise, enter za .

-

€. Nonbusiness Deductions (ENfer a5 3 positive numeer)

7. Nonbusinass Income Other than Capital Gains 7.

B. Add Line 5 and Line 7 8.

3. IfLine & [s greater ihan Lina 8, subiract Line & from Line & and entar
the difleranice. Otherwlse, entar zer 3

10. IfLine & ks greater than Line &, subiract Line & fom Line 3 and enter
the differanice. Othenwise, enter Zero (AmOUNT cannal exceed e 10.
amaunt entered on Ling 5

11. Business Capital Losses Before Limitaions (Enfer a5 a posithe number) 1.

12. Business Capltal Gains (Without regard fo any IRC secion 1202 excluslon) 12

13. Agd Line 10 and Line 12 13.
14, Subiract Line 13 from Line 11. (¥ zero or less, enter zerg) 14.
15. Add Ling 4 and Line 14 15.
1a. Enter the amount of your et Short-Tam Capital Gain [Loss) 1€,
16b. Entar the amount of your Net Lang-Tem Capital Gain {Loss) 150,
16c. Add Lines 163 and 160 16c.
16 Amol.rlmr Line 16 {Ener the amount a5 & posftive number,)
Inggo nt: If you do not Nave a Joss on Line 16¢ (and do not have a IRC secfion i&
2 exclusion), skip Lines 15 throwgh 21 and enter the amount of Line 15 on
Line 22.

Page 2
NC-NOL Web-Flll
&2

N (Fist 10 Chiaractirs)

2025

Facharal Tue 1D Nsssbr

Part 1. Net Operating Loss Calculation

Page 3 Pl (Pl 1) Charictirs)

NC-NOL Web-Fll
8235

202

Tun Vo

5

Fiweal Tass 11 Wbt

n

B

25

17.

18.
13

IRC Section 1202 Exclusion from your 2025 Federal Income Tax Retum

Subtract Line 17 from Line 15. (I zero or less, enter zera)

Enter the smaller of Line 16 or $3,000, or If you fied your N.C. tax retum
marmied fling separately, enter the smaller of Line 16 o §1,500

. If Line 18 |5 greater than Line 19, subiract Line 19 from Line 13 and enter the

diflerence. Otherwise, enter zerm.

- If Line 13 |5 greater fan Line 18, sublract Line 18 from Line 15 and enter the

difference. Otherwise, entes zern.

. Subfract Line 20 from Line 15. {if2ers or hess, enter 2em) Important: i you were

noi required to complete Lines 16 through 21, entar the amount from Line 15,

. N.C. NOL Deduction for Logses from Prior Years (Enler a5 3 positive number)
. N.C. NOL (Agd Lines 1, @, 17, 21, 22 and 23. I the resuit is less an 2em, entar

the amount here. If the FESU i5 280 O MONE, you 00 ot Aave an ALC. NOL |

Part 2A. Federal Met Operating Loss Carryover Deduction [Compiets Fart 24 fo deferming the amount of your Federl
et peraing Loss Camyover 0 deduct for tax year 2025)

Tax Year

Column A
Federal NOL Incurmzd and not
Absorbed by January 1, 2022

Column B
Federal NOL Camyover Deducted
a6 N.C. NOL In Tax Year 2025

Coumn C
Faderal NOL Camyover Remaining
{Column A minus Colvmn B)

1. 2010

201

2012

2014

2
3
4 2013
5
-

His

7. 26

8 217

3. 28

100 2019

. 2020

12 202

13. Federal NOL Carryover
Deduction (Add Lnss 1 fhrough
12, Column B and enter the
resul here)

Part 2B. North Carolina N
your N.C. Net Cperating

et Operating Loss Carryow

er Deduction (Compiets Part

Loss Camyover to deduct for fax year 2025)

2B to getermine the amownt of

Tax Year

Column A
N.C. NOL Camyover

Column B
N.C. NOL Caryover Deducted as
N.C. NOL In Tax Year 2025

Coumn €
N.C. NOL Carryover Remaining
{Column A minus Column B)

14. 2022

15 2023

160 2024

17. M.C. NOL Camyover Daduction
{Add! Linas 1.4 through 18, Column

E and anter the resutt hers)

Part 2C. Morth Carolina Net Operatlng Loss Deduction jCompiete Part 2C to determine the amount of your N.C. NOL

Deduction for fx year 20

18. Fedaral NOL Camyover Deduct]

lon Amount

({Entar the Fadaral NOL Carmyover Deduction amouwnt from Part 24, Line 13)

19. WC. NOL Carryover Dadu
{Entfer the N.C.

uction Amacaunt
. NOL Camyover Deduction amount from Part 28, Line 17)

20. Total N.C. NOL Daductiol

{Add Lines 18 and 19 and Eﬂfﬁ' fhe resuft here and on Form D-400, Schedue 5, Line 36)

Iy




FASTEN YOUR SEAT BELTS, IT'S GOING TO
BE A BUMPY NIGHT! - AS MARGO

CHANNING IN ALL ABOUT EVE
- BETTE DAVIS -
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« The General Assembly is scheduled to convene for the 2026 Short Session on April 21, 2026.

« Even if the General Assembly enacts legislation to update the Code from January 1, 2023, to July 5,
2024, or later, the General Assembly may elect to continue to decouple from certain federal provisions.

* |In that case, taxpayers will be required to adjust AGI (up or down) by using Form D-400 Schedule S.

* Individuals required to file a 2025 North Carolina income tax return and whose 2025 AGI is impacted by
the changes to federal law included in the Relief Act or the OBBBA should check the Department’s
website for updates that will be posted as they become available.

 Individuals whose 2025 AGI is impacted by the changes to federal law 0
may choose to wait to file their 2025 North Carolina income tax return
until the General Assembly makes their determination. ®)
0 AV,
Individuals who choose to wait to file their 2025 NC tax return must:

BTN
b PR

(1) Be granted an automatic federal extension for tax year 2025, or O

. R . a -~
(2) File a NC application for extension, Form D-410, by the =T 4
due date of the 2025 NC tax return. O
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NCD@R i Pending North Carolina Legislation

Significant Pending Legislation

Senate Bill 595 — Various Revenue Law Changes

* |IRC Conformity (Section 5.1)
» Estate and Trust Changes Post Kaestner (Section 1.3)
« Withholding Updates (Section 1.4)

« Partnership Changes to Conform to Federal System for Auditing Partnerships (Section 2)

OO



https://www.ncleg.gov/Sessions/2025/Bills/Senate/PDF/S595v3.pdf

2025 Taxed Pass-
Through Entities (PTESs)
in NC Update

OO

NC



NCD®R i Taxed Pass-Through Entities in NC

OO

* Background: What does a SALT Workaround do?

 The TCJA, passed in 2017, limited the federal deduction for the amount of
state and local taxes paid to $10,000 for tax years 2018-2025.

* |RS Notice 2020-75, permitted state pass-through entity taxes as a
workaround to the SALT cap for individual taxpayers.

* In general, these structures allow a pass-through entity to directly pay state
taxes on business income and claim the corresponding federal deduction at
the entity level (no SALT cap).

e This allows individual owners to maximize their SALT deduction for that
income. O
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* Background: NC Legislation

* Session Law 2021-180, enacted November 18, 2021, created North Carolina’s
first SALT Workaround structure. This law contained a provision that allows

certain pass-through entities (“PTEs”) to elect to pay North Carolina income
tax at the entity level (a “Taxed PTE”).

» Several other Session Laws updated and revised NC’s SALT provisions (S.L.
2023-12,S.L. 2023-134, S.L. 2024-1, S.L. 2024-28 and S.L. 2024-51).



* Taxed PTE Summary

North Carolina law allows eligible S Corporations and eligible partnerships to
elect to be taxed for North Carolina income tax purposes at the entity level.

This is a different taxation structure that the pre-existing S corporation
composite returns and partnership payments made of behalf of nonresident
partners (both of which are still available).

If a PTE makes a timely election to pay North Carolina income tax as a Taxed
PTE, the Taxed PTE pays income tax on the income of its shareholders or
qualifying partners that is attributable to North Carolina.

The tax on the Taxed PTE is imposed at the individual income tax rate for the
applicable taxable year.

Each Owner of the Taxed PTE is allowed to deduct the Owner’s share of the
Taxed PTE’s income attributable to North Carolina on the Owner’s North O
Carolina Tax Return.

o

OO




>D
* What type of entity is eligible to make the Taxed PTE Election?
* An eligible S Corporation required to file an NC Tax Return under G.S. 105-
131.7, and
* An eligible partnership required to file an NC Tax Return under G.S. 105-
154(c).
0
 NOTE: An entity that is not a PTE (for example, a sole proprietorship) O
is not eligible to make the Taxed PTE Election. 0 < |
0 O =
/f"'
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* How does an eligible PTE make the Taxed PTE Election?

* An eligible PTE must make the Taxed PTE Election on its timely filed annual NC
Tax Return.

* The Taxed PTE Election is for the tax year covered by the return.

* The Taxed PTE Election must be made by the due date of the PTE’s annual
return, including extensions.

e Can the Election be Changed or Revoked? 0
* No. A PTE may not make or revoke the election after the original return is ®
filed. 0 v
(] O —
/.--"'
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* Calculating Taxed PTE Tax

* North Carolina taxable income of a Taxed PTE is determined by adding
the following:

* Each Owner's share of the Taxed PTE’s income or loss, subject to the adjustments
provided in G.S. 105-153.5 and 105-153.6, attributable to North Carolina.

* Note: Resident Owners’ shares of the Taxed PTE’s income or loss not attributable
to North Carolina are not included in the Taxed PTE’s taxable income beginning
with 2023.

* Income attributable to North Carolina is defined as:

* With respect to a partnership, all items of income, loss, deduction, or credit of the 0
partnership apportioned and allocated to this State pursuant to G.S. 105-130.4.

* With respect to an S Corporation, all items of income, loss, deduction, or credit of ®
the S Corporation apportioned and allocated to this State pursuant to G.S[j 105- <
130.4.




OO

 Calculating Taxed PTE Tax

* Taxed Partnerships with partnerships or corporations as partners do NOT
include the income from these partners in the calculation of Taxed PTE tax.
These partners are still subject to the provisions of G.S. 105-154(d).

* A Taxed PTE calculates its North Carolina income tax by multiplying its North
Carolina taxable income by the tax rate imposed on individuals.



OO

e FAQ: Is the federal deduction for included in the taxable
income of a Taxed PTE?

* |t depends. A deduction is included in the calculation of the Taxed PTE’s North
Carolina taxable income to the extent the deduction is included in the Taxed
PTE’s calculation of total income (loss). See federal Form 1065, Schedule K,
Lines 1-11.
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* |s a Taxed PTE required to pay estimated income tax payments?

* Yes. A Taxed PTE that can reasonably expect to have a North Carolina income tax liability
of at least five hundred dollars ($500) is required to pay estimated tax payments in the
same manner as a C corporation.

* A Taxed PTE required to pay estimated income tax generally must make estimated tax
payments in four equal installments.

* Note: The Taxed PTE will not be subject to interest for underpayment of estimated 0
income tax for the first tax year for which it makes the election to be a Taxed PTE (this
includes all Taxed PTEs for the 2022 tax year). O
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DD
» Taxed PTE Payments of Tax (Continued)

e Apart from any required estimated tax payments, the full amount of tax shown due on
the Taxed PTE’s North Carolina income tax return must be paid within the time allowed
for filing the return. An extension of time to file is not an extension of time to pay.

* The Taxed PTE will be subject to interest and the failure to pay penalty if it fails to pay the

tax due by the original due date of the return even if it is not required to make estimated
tax payments. O

* Note: The Department cannot transfer estimated income tax payments made by an Q
individual to a Taxed PTE. Estimated income tax payments made by an individual that
result in an overpayment of N.C. income tax can only be refunded to the individual.

o




OO

* FAQ: When is my NC Taxed PTE payment claimed as a deduction for
federal purposes?

* Note: Section 164(a) of the Internal Revenue Code provides a deduction for state and
local income taxes “paid or accrued.”

* When a tax payment must be submitted to the Department in order for the payment to

qualify as a deduction for federal income tax purposes is a federal tax question. =
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[
 Taxed PTE Owners

* Taxed PTEs only include income attributable to North Carolina in the calculation of Taxed
PTE tax.

* A taxpayer that is an Owner of a Taxed PTE may deduct the amount of the taxpayer's
share of income from the Taxed PTE to the extent it was included in the Taxed PTE’s
North Carolina taxable income and the taxpayer's adjusted gross income.

* Note this will only encompass income attributable to North Carolina beginning with tax
year 2023.

* Resident owners are now also allowed a separate deduction for PTE income not ®
attributable to North Carolina. See G.S. 105-153.5(c3)(1a) (for S corporationIj <
shareholders) and (3a) (for partnership partners).
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 Taxed PTE Owners

e Taxed PTEs only include income attributable to North Carolina in the calculation of Taxed
PTE tax.

e A taxpayer that is an Owner of a Taxed PTE may deduct the amount of the taxpayer's
share of income from the Taxed PTE to the extent it was included in the Taxed PTE’s
North Carolina taxable income and the taxpayer's adjusted gross income.

* Note this will only encompass income attributable to North Carolina beginning with tax
year 2023.

* Resident owners are now also allowed a separate deduction for PTE income not ®
attributable to North Carolina. See G.S. 105-153.5(c3)(1a) (for S corporationn <
shareholders) and (3a) (for partnership partners).
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* Bonus Depreciation

* Except as specifically excluded by statute, the adjustments provided in G.S. 105-153.5
and 105-153.6 are included in the calculation of the tax imposed on Taxed PTEs.

* The required North Carolina adjustments, even when included in the amount of tax
calculated for the Taxed PTE, must also be passed-through and reported on the Owners’
NC Tax returns.

* The addition for bonus depreciation pursuant to G.S. 105-153.6 must be included in the

calculation of the Taxed Pass-Through Entity’s (Taxed PTE’s) NC taxable income. 0

* Note: a deduction is included in the calculation of the Taxed PTE’s North Carolina taxable ()
income to the extent the deduction is included in the Taxed PTE’s calculation-of total <
income (loss). See federal Form 1065, Schedule K, Lines 1-11

o
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e Bonus Depreciation (Continued)

* Generally, the deduction for bonus depreciation allowed under G.S. 105-153.6 can be
included in the calculation of the Taxed PTE’s taxable income.

* Importantly, the Taxed PTE can only deduct bonus depreciation for partners who were
partners in the partnership in the year the bonus depreciation addback was allocated to
the partners and who are still partners in the partnership in the year of the deduction.
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e Section 179

e Section 179 expense deduction is not included in the calculation of the Taxed PTE’s total
income (loss). See Form 1065, Schedule K, Line 12.

* Because the section 179 expense deduction is not included in the Taxed PTE’s calculation
of income (loss), no adjustment under G.S. 105-153.6(c) is required.

* Note: If the Taxed PTE has allocated a Code section 179 expense to its owners for federal
income tax purposes, the Taxed PTE must provide a statement on each North Carolina K-
1 that notifies the owner that North Carolina’s dollar and investment limitations are 0
different than the federal limitations and an addition may be required on the owner’s

North Carolina income tax return. O
Y

0
* The individual partner may choose to file a North Carolina income tax return and deduct
the section 179 expense on their North Carolina income tax return.

o
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* In 2015, Congress passed the Bipartisan Budget Act. Provisions in the BBA allow
the IRS to conduct partnership-level audits and to assess the partnership, if
necessary, as part of a centralized partnership audit regime. The BBA also impacts
the reporting of partnership adjustments made on amended returns.

* The federal statutes and regulations allow, and in some cases require, certain
adjustments resulting from partnership audits or amended returns to be “pushed
out” to partners. If they are pushed out, partners will compute the tax difference
for the reviewed year and will report the under- or over-paid amount either as
“other tax” or a nonrefundable credit on their returns in the year of the

adjustment.
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Under the Code, these adjustments are generally not included in the calculation
of a partner’s adjusted gross income.

North Carolina currently does not provide a mechanism to include these
adjustments in North Carolina taxable income.

Consequently, partners required to pay additional federal tax under the BBA will
not have a corresponding North Carolina liability.

-
Partners due a federal refund under the BBA will not have a mechanism to claim a O
corresponding North Carolina tax refund. A v, |
0 O e
/f"'



BBA Adjustments and Audits
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e S595, introduced in the 2025 session of the General Assembly,
contained provisions addressing these adjustments for NC tax
purposes.
* These provisions have not been enacted into law. &
O
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* In North Carolina Department of Revenue v. Kimberly Rice Kaestner
1992 Family Trust, the United States Supreme Court held that the
presence of “in-state beneficiaries alone does not empower a state to
tax trust income that has not been distributed to the beneficiaries
where the beneficiaries have no right to demand that income and are
uncertain ever to receive it.”

 However, while the Court held that North Carolina’s statute was

unconstitutional as applied in the Kaestner decision, the Court did not 9

fully define the circumstances under which the statute would be
constitutional.

C
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e Rather than define a subset of estates and trusts which are taxed on
income regardless of the source of the income (and thus continuing
to implicate the ambiguity of the Kaestner decision), S595 proposed
limiting the taxation of undistributed trust income to income that is
derived from North Carolina sources and is attributable to the
ownership of any interest in real or tangible personal property in this
State or is derived from a business, trade, profession, or occupation
carried on in this State.

U

* These provisions have not been enacted into law. A
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NCD@R #= Individual Income Tax Guidance

« 2024 Personal Taxes Bulletin (includes information about partnership,
Taxed Partnerships, estates, trust, and withholding tax)

« 2024 Law Change Document
* Directives Impacting Personal Tax
* Important Notices Impacting Personal Tax

« 2025 Personal Taxes Bulletin should be available early 2026

VISIT OUR WEBSITE o o

ncdor.gov
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The Department publishes information that explains the
various taxes imposed by North Carolina. This
iInformation is available by email by subscribing to the
Department of Revenue Tax Updates Email List.

0
G0 EL I Subscribe ;
0 wr T

O

https://public.govdelivery.com/accounts/NCDOR/subscriber/new
g /:\
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