
 

North Carolina raises revenue from various taxes, federal funding, services charges and fees, fines, and 

other sources. Most of North Carolina's revenue comes from taxes. 

 

Income Tax 

North Carolina has both a personal income tax and a corporate income tax. Both tax rates are determined 

by the state’s legislative branch, which has been working on tax reform since 2013. 

Personal Income Tax 

North Carolina has a flat income tax rate, meaning everyone is taxed at the same rate, regardless of how 

much income they have. Other states have graduated income tax, meaning the tax rate increases as 

income increases. The personal income tax rate is 5.25% and set to be reduced in the coming years until 

it reaches 3.99% in 2027. 

Corporate Income Tax 

In 2022, North Carolina’s corporate income tax is 2.50%. This tax is set to be phased out completely by 

2030. 

Sales Tax 

North Carolina has a state sales tax rate of 4.75%.[i] Counties charge up to an additional 2.75% on top 

of this base rate. Local sales tax is split into five different sales tax levies. 

Local Sales Tax Levies 



Article Amount Limitations on Spending 

39 1 cent None 

40 ½ cent 30% for school capital 

42 ½ cent 60% for school capital 

43 ½ cent 100% for public transit 

46 ¼ cent None 

Counties can place restrictions on how revenue from certain taxes are spent. For example, Dare County 

allocates 2% of occupancy tax for beach renourishment. [ii] Although Article 46 places no restrictions 

on spending, in Orange County 50% is allocated to school capital and 50% is allocated to Orange 

County Economic Development Initiatives.[iii] Under the 2022-2023 budget revision, some of the 

state’s sales tax revenue will be used to fund state roads. 

[i] NC DOR. “Sales and Use Tax Rates Effective October 1, 2020.” 

[ii] “Beach Nourishment Financing/Taxes.” Town of Nags Head. 

[iii] Finance and Administrative Services Orange County “Orange County Sales and Use Tax Analysis.” 

 

https://www.ncdor.gov/taxes-forms/sales-and-use-tax/sales-and-use-tax-rates-other-information/sales-and-use-tax-rates-effective-october-1-2020
https://www.nagsheadnc.gov/1044/Beach-Nourishment-FinancingTaxes
https://www.orangecountync.gov/2006/Sales-Use-Taxes

