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CAUTION

The NC Department of Revenue provides this information
as a courtesy to help keep you informed. As tax laws change,
the way this information is applied may change as well. This

information is generalized and should not be considered
advice for your specific situation. If you would like to obtain
specific tax advice that is binding on the Department, you
may follow the procedure for requesting a letter ruling,

which is located at www.dornc.com.



http://www.dornc.com/
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Overview

The Tax Simplification and Reduction Act (House Bill 998)
was signed into law on July 23, 2013. Under this new law, all
taxpayers will be taxed at a lower rate and be granted a higher

standard deduction. The Act made significant changes to the

individual income tax law for tax years beginning on or after

January 1, 2014.
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Changes to Individual Income Tax Rate

* BeforeTax Year 2014: There were three (3) rates. Your NC taxable income
was taxed at a rate of 6, 7, or 7.75% depending on the amount of your North

Carolina Taxable Income.

e Tax Year 2014: All NC taxpayers will be taxed at the same rate. This rate is
5.8% for tax year 2014 The tax rate is scheduled to decrease to 5.75% for tax
year 2015.

2013 and Prior

Rates (Tiered) 2014 2015 and After
Individual Income Tax Rate 6% 5.8% 5.75%
7%

7.73%
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Changes to North Carolina Standard Deduction

* BeforeTax Year 2014: The NC standard deduction for most people was
$3,000, 86,000, or $4,400 depending on your filing status.

* Tax Year 2014: The NC standard deduction has increased to $7,500, $15,000,
or $12,000 depending on your filing status.

Previous Standard Deduction New Standard Deduction
Filing Status 2012 and Prior 2014 and After
Single $3,000 $7,500
Married filing jointly /
Qualifying widow(er) $6.000 $15,000
Married filing separately $3.000 $7,500
Head of Household %4, 400 512,000

< The NC standard deduction may be greater than your allowable NC itemized
Y“’“\“\&’ deductions.
L Please choose what is best for your specific situation!
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Changes to North Carolina Itemized
Deductions

* Prior toTax Year 2014: Most taxpayers were able to claim the same amount of
itemized deductions on their NC individual income tax return as on their federal

individual income tax return.

* Tax Year 2014: North Carolina no longer allows all of the itemized deductions

claimed on the federal return. North Carolina’s itemized deductions include:

ltemized Deductions 2013 and Prior 2014 and After

Medical and Dental

Real Estate Taxes Vs Q\,/

Personal Property Taxes

Home Mortgage Interest S %/

W

Charitable Contributions

LG40 1

Job Expenses
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New Guidelines for

Itemized Deductions!

* The remaining itemized deductions that can be claimed on

your NC return are:
O Qualified charitable contributions
» There is no limit on charitable contributions other
than those set forth under the Internal Revenue Code.
OMortgage interest and property taxes paid on real estate
> A cap of $20,000 is placed on the sum of the
mortgage interest and property taxes you can claim.

> You cannot claim personal property tax.


http://www.dornc.com/taxes/individual/400itemized.html
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SCHEDULE A

{Form 1040} Itemized Deductions D A

° ° p— » Information about Schedule A and its separate instructions is of www.ins. govischadiaa. =
[hese are the itemized —— >t 00 .
HamajE) Shown On FOrm 1040 Foar sookl SoTurTly nambar

Caution. D2 not INciucs expenses reimbursad of paid by ofners.
. Medical Mecical and oanta Expanses {568 Instructions) -
eductions allowed for R ey
Dental MJI‘.I:Iy na 2 D'Jr 10% (10} But It eitNar you OF Your SpoUSe Was
Expenses BOM belore JanUary 2, 1948, muthiply ine 2 by 7.5% (075} Instead
4 Subiract ine 3 from line 1. i line 3 ks more then iine 1, entar 0-

N th C 1 . . Taxes You State and local [check ofily one bor:

or aroilina: e D mees |
Raal astate teves (362 Instructions)
Perzonal property taxes

Other taxes. LIst typs and aITGL'I I‘

*Home mortgage interest and r— e e e s e e TR

You Paid Home mortgage Interest not reportad fo you on Form 1084, If paid
to the person from whom you bought the home, se2 Instrucians

property taXeS pald on real estate, ;‘";:;—nmgnga and show that person’s name, identifying no., and address b

. . deduction may
1 t d t th f 2 O OOO be limitad {sas Points not reported to you on Form 1088, Sse Instructions for
1mite O € Sum O ’ natructior). spectinmes. . . . .
Mortgage hSJra.n.,epr:-rrluns (s=2e hsm.-"t-c:ns] .
Imvesiment imterest. Attach Form 4352 requlre:l [Sea IITstI'J"tI:H'S.
Add ines 10 through 14 . .
Gifts by cash or check. i you pe— any glr o $250 or more,
. . . U see Instructions. . .
o h bl b P Otner than by cash or — any ,I'I of 8250 or miore, 568
Charitable contributions retruchions. You must attach Form E263 £ over $500 - -
ait for it Camyover frompeioryear . . . . . . . . . . . .
506 MEITUOS. 19 Agd lines 16 through 18 .
Casualty and
Theft Lossas Casualy or theft loss(es). Attach Form 4884, [See Instructions.) .
Unrelmipursed empioyee expenses—|ob travel, unlon dues,
Job aducation, etc. Attach Fomm 2108 or 2106-EZ I raquired.
{Ses Instructions.) =
Tax preparation fees

The NC standard deduction may Civs xpensss —esimen, ste depost bon, t. Lt s

23

be greater than your allowable it et romeren 040, e 3 as] T B

Muttiply line 25 by 2% (02) . . . 26
Subtract line 2& from line 24. I I'IEzﬁfS TﬂE‘ rla'l |I'IEEA enter -0-

NC itemized deductions. Cther—from list In instructions. List type and amouwnt &

Y_&“\\‘\&‘x

— Please choose what is best for _ P 540, 4 8, v 53007

[ Me. your gaduction Is not Imited. Add the amounts In the far nght column
for linas. 4 througn 28. Also, entar this amount on Form 1040, ine 40.

your SpeCiﬁC Situation! - [ Yes. ¥our deduction may be limited. See the ltemized Deductions

Worksheet In the Instructicns to igure the amaount to enter.

30 If you slect to Itemize deductions even 1h:3ugr they are less than your standard
. e

daduclion, chack hare e e
For Paperwork Aeduction Act Notice, see Form 1040 instructions. Cat Mo, 171450 Soraduls A [Form 1040) 2043
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Changes to Credits and Allowances for
Children and Dependents

* Before TaxYear 2014: Taxpayers were allowed to claim personal exemption

allowances for themselves, their spouse, their children, or any other qualifying

dependents, the child tax credit, the tax credit for child care expenses, and the

earned income tax credit.

* Tax year 2014: Taxpayers are only allowed to claim the child tax credit

Credits and
Deductions 2013 and Prior 2014 and After

Child Tax Credit

Personal Exemption
Allowance

Child care expenses credit

SEAK

Earned Income Tax Credit



http://www.dornc.com/taxes/individual/exemption.html
http://www.dornc.com/taxes/individual/exemption.html
http://www.dornc.com/taxes/individual/child.html
http://dornc.com/taxes/individual/earned_income.html
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2014 Child Tax Credit

* The child tax credit has increased to $125 for taxpayers whose federal

adjusted gross income is less than the following:
O $40,000 (Married Filing Jointly);
0 $32,000 (Head of Household);
© $20,000 (Single or Married Filing Separately)

* The credit remains $100 for taxpayers whose federal adjusted gross

income exceeds the thresholds above but does not exceed:
© $100,000 (Married Filing Jointly);
O $80,000 (Head of Household);
o $50,000 (Single or Married Filing Separately)



http://www.dornc.com/taxes/individual/kids.html
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Business Credits and Deductions

* BeforeTax Year 2014: Qualified business owners were allowed a deduction for net

business income that is not considered passive under the Internal Revenue Code (up to

$50,000) and credits for qualified business investments and for investments in growing

businesses.

* Tax Year 2014: Qualified business owners are only allowed to take credit for qualified
business investments made prior to January 1, 2014 and for investments in growing

businesses made prior to January 1, 2014

Credits and

Deductions 2013 and Prior 2014 and After

MNet Business Income Deduction %/
Credit for Qualified Business %/ %
Investments

Business Incentive %/ %

(Installment and carryforwards are allowed on qualifying activities occurring prior to 2014)



Taxpayers were allowed a retirement deduction on their NC return for government retirement income (up to $4,000) and private retirement income (up to $2,000), qualifying retirees receiving benefits under the bailey settlement, and taxable social security.
Taxpayers were allowed a retirement deduction on their NC return for government retirement income (up to $4,000) and private retirement income (up to $2,000), qualifying retirees receiving benefits under the bailey settlement, and taxable social security.

NCD®R

2014 Business Credits

* The remaining business credits that can be claimed on your NC return are:

O Credit for Qualified Business Investments

> A tax credit is allowed for qualifying investments in the equity securities or
subordinated debt of a qualified business venture, qualified grantee business, or
qualified licensee business. For 2014 the credit is for qualifying investments made

during calendar year 2013.

O Growing Business and Energy Tax Credits

» Tax credits are available as incentives to new and expanding businesses or for
investing in renewable energy property, low-income housing, rehabilitation of
historic structures, or for the production of a film, or a television or radio
program.

» See Instructions for 2013 NC-478 Series, General Instructions, for more details.



http://dornc.com/taxes/individual/investments.html
http://dornc.com/taxes/corporate/index.html
http://www.dornc.com/downloads/nc478_general_instructions.pdf
http://www.dornc.com/downloads/nc478_general_instructions.pdf
http://www.dornc.com/downloads/nc478_general_instructions.pdf
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Changes to Deduction for Retirement Benefits

* BeforeTax year 2014: Taxpayers were allowed a deduction on their NC return for
government retirement income (up to $4,000) and private retirement income (up to
$2,000), retirement benefits received by vested NC State government, NC local
government, or Federal Government Retirees under the Bailey settlement, and
taxable social security.

* Tax Year 2014:The deductions for retirement benefits received pursuant to the

Bailey settlement and Taxable Social Security are still allowed.

Deductions 2013 and Prior 2014 and After

$4,000 Government "
Retirement Deduction

$2,000 Private <
Retirement Deduction

: : : Qv
Bailey Retirement Deduction

{41414
L4

N v

Social Security Deduction
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2014 Retirement Deductions

e The remaining retirement deductions that can be claimed on your NC

return are:
O Retirement benetfits received by qualified NC State, NC Local, and

federal government (Bailey settlement) retirees

» Qualifications include:
* Retirees that had five or more years of creditable service as of August 12,

1989.
* Retirees that received retirement benefits from the State's 401 (k) and 457

plans and had contributed or contracted to contribute to the plan prior to
August 12, 1989.
* Taxable Social Security
O You may take a deduction if any portion of your social security or

railroad retirement benefits were included in federal adjusted gross

Income


http://www.dornc.com/taxes/individual/retirement.html
http://dornc.com/taxes/individual/benefits.html
http://www.dornc.com/taxes/individual/social.html
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Changes to Deductions from Federal AGI

* TaxYear 2014: The deductions for other retirement benefits, severance wages, and

net business income not considered passive under Internal Revenue Code are

eliminated.

Deductions from
Federal AGI 2013 and Prior 2014 and After

State or local
income tax refund

Y

o

Interest Income from
obligations of United States

Taxable portion of
Social Security

L4l

Bailey Retirement

/|

G444 44 e

Other Retirement benefits

Severance Wages

Deduction far \/
Bonus Depreciation N4
Deduction for y %/
Section 179 .

o

Business Income Deduction

\
L

Other deductions



http://www.dornc.com/taxes/individual/retirement.html
http://www.dornc.com/taxes/individual/retirement.html
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2014 Deductions

* The remaining deductions from federal AGI that can be claimed on your

NC return include:

O
O

O

State or local income tax refund

Interest income from obligations of the United States or United States’

possessions;
Taxable portion of Social Security and Railroad Retirement Benefit included in

federal AGI;

Retirement benefits received by vested N.C. State government retirees, N.C.

local governments retirees, or federal government retirees;

Deduction for bonus depreciation;

Deduction for Section 179 expense;
Other deductions from federal AGI.


http://www.dornc.com/taxes/individual/usnc.html
http://www.dornc.com/taxes/individual/social.html
http://www.dornc.com/taxes/individual/retirement.html
http://www.dornc.com/taxes/individual/bonus_depreciation.html
http://www.dornc.com/taxes/individual/section179_adjustment.html
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Individual Income Education

* An easy to understand
one page document, to
quickly highlight the
major changes for
taxpayers in 2014

CEPARTHENT
OF BEVERUL

NCD®OR

2014 NORTH CAROLINA INDVIDUAL INCOME TAX LAW CHANGES

The Tax Simplfication and Reduction Act (House Bill 998) waz signedinto law on July 23, 2013. Under this new
lzw, slltaxpayers will be taxed at a lowerrate and be granted a higherstandard deduction. The Act made significant
changes to the individual income tax law for tax years beginning on orafter January 1, 2014.

As the 2014 tax filing season approaches, please consider the following
key changes to the 2014 individual income tax law.

Tax Rate — The Morth Caroling individusl income tex rate is now the same for all filing statuses and has bean
reduced to 5.8%. Thetax rate is scheduled tobe reducedto 5.75%for2015.

Standard Deduction — The amount of the North Carolina standard dedudtion has i d forall filing statuses

on  New Standard Deducfion

For 2014
Single . $7,500
Marmied filing jointly / qualifying widow{er) . $15,000
Marmied filing tely $7,500
Head of household 4 512,000

Itemized Deductions — North Carolina’s temized deductions are nolongeridentical to the federal temized
deductions and include the following:

» Charitable contributions

+ Morigsge interest paid oraccruedon a qualified residence

» Propery taxes paid oraccrued on real estate
(The combined dedudtions for interest and property texceed $20,000)

Children and Dependents
»  The child tax credit for children underage 17 may increase forcertsin taxpayers.
The following are no longer available:
» Personalexemption aliowance foryou, yourspouse, your chikdren, or anyother quslifying dependents
» Creditforchild snd dependent care expenses
s Esmed income taxcredit (EITC)

Business Owners
s  The deduction forup to $50,000 of net business income is no longeravailsble.

Retirees
» The deductions for retirement benefits received fromvested NC State g C local g: . or
faderal govemment retirees pursusnt to the Bailey settlemantare still availsble.
* The deduction fortaxable Social Security benefits is still available.
s The deductionsforotherg i income (up to 54,000} and private retiremant income (up to
5$2,000) are nolonger available.

For a complete list of 2014 individual income tax law changes and additional information,
yisif our website at www.domec. com.
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Individual Income Tax Estimator

* The North Carolina Department of Revenue introduced a tax estimator
that taxpayers can use to calculate the amount of their refunds or tax due
balances for the current tax year (2014).

* There are two versions of the estimator:
* EZ version for those who will take the standard deduction
* Standard version for those who will itemize deductions for North

Carolina.

* The estimator was designed as a tool for taxpayers to use in planning

whether to adjust their North Carolina Withholding taxes.

* If a taxpayer finds that he/she has a balance due, he/she can decrease

allowances by submitting a new Form NC-4.
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Individual IncomeTax Estimator

Standard Version

EZ Version

North Carolina Inco: Estimator

North Carolina Income Tax Estimator

Please Fill in all applicable bozes highlighted in yellow
Please fill in all applicable boxes highlighted in yellow Personal Information
Humber of zhildrenundar age 17 araf 30.00
) the lart day of the bax year
Personal Information $0.00
= B . Ertimmated Sefund o Ammoust Sue
Number of children under age 17 (el e ot D Ehdb Motoe Megotive Mumbor rowrarsmts Bofund
- WidnufWidouor b e
Single HeadofH,
Married Filing Separate (MFS) . d d Skandard Deduztion §  TS0000 Ertimated Horth Garolina Tazable incame  § (7,500.00]]
Married Filing Jointly (MFJ) Single Es!‘.limate . Refund or Amount Due Lart Full manthaf uager dure 310 ErtimatedHarth Caraling Tax 3 -
Widow/Widower Note: Negative Number represents Refund
Voartn dako Harth Garalina Tas Withhel d
Head of Household (HOH)
Standard Deduction $ 750000 Estimated North Carolina Taxableincome §  (7,500.00)
Last full month of wages June 30 Estimated North Carolina Tax $ - Plcasc cater Income and Deductions for the entire year (not yoar-to-date)
Vear to date North Carolina Tax Withheld It i Fil Pl i

Please enter Income for the entire year (not year-to-date)

If using Married Filing Joint, please enter income for both spouses

Taxable portion of - Wages, salaries, tips, etc.

Taxable interest

Unemployment compensation

Tazable partion of - Waqer,salarier

]-Ill: ome

He alth ravingr as<aunt dedustion

Tasable inkerort

Maving expenror

Ordinary dividendr

Do dustible parkof

relf-omplayment bax

Gualificd dividendr

Self-smplnysd SEF, SIMPLE,

and qualified plans

Alimany roceived

Solf-smplayed healthinruranze

dedustion ..

Eurinorrinzame or (larr)

Alimony paid

Gapital qainor (lare)

IRiA dedustinn

IFi& dirkributinne

Studert lnan inkerert dedustion

Fenrionr and annuitior

ather than Bailey-uarked Fenrion)

Charitakle santributions

Buailox Yortod Fonrion

Markqaqe Intorort

Fentalreal artake, ray altior,
corporations, brurtr, obe.

Fic al Erkake Tawer Faid

Farm inzam: ar (larr)

Unemploymant sampenrakinn

Tazablepartion of Social Security

MG StandardDeduction & MG lkemizod Deduction

47,500.00 £0.00

Otherincame




NCD®R Tax Estimator Example

North Carolina Incomr¢

Please fill in all applicable boxe

Personal Information

Number of children under age 17 2
Enter your number of  [FJ) Sing Please fill in all applicable boxes highlighted in yellow

children under age 17

— £ 50.00
Standard Deduction § 75 Number of children under age 17 .

Single
Last full month of wages June MMmle.d; ﬂm‘gﬂ. S;fiirgte@%lrns] Estimated Refund or Amount Due
Widow/Wi l.dOWZI Note: Negative Number represents Refund
Year to date North Carolina Tax Withheld 5 3 Head of Household (HOH)
Standard Deduection MES Estimated North Carolina Taxable income S (7,500.00)

MF]

Last full month of wages Widow(er) | -
HOH —_—
WM Year to date North Carolina Tax Withh
\ Use drop down menu to

choose filing status

Please enter Income for the entire ye
If using Married Filing Joint, please enter ir

Income

Taxable portion of - Wages, salaries, tips, ete.

Taxable interest

Unemployment compensation
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Earnings Statement

Month
Ending
EMPLOYEE NO. EMPLOYEE MNAME wwesme sECURITY NO PERIO! PERIOD END CHECK DATE
045345 JOHN 1. DOE XXX-XX-9898 6/1/2014 6/30/2014
EARNINGS HOURS RATE CURRENT AMOUNT | WITHOLDINGS/DEDUCTIONS CURRENT AMOUNT YEAR TO DATE
REGULAR PAY 87.60 2307.69 ( STATE TAX AMT 87.69 350.77 )
DEFERRED CMP 0.00 /‘0.00 \
1126.15

—_— e ———— FED TAX AMT 281.54
North Carolina Income Tax Estimator HI TAX 40 13385

Please fill in all applicable boxes highlighted in yellow

Year to date NC
Witholding
»
C D11d DI'TINd 0
$0.00
1
Year to date North
C I- ‘D EARNINGS YTD DEDUCTIONS YTD NET PAY CHECK NO.
X aro In_a 9230.77 1998.46 7232.31 48974
Withholding Single - Month Ending  'ountDue
ients Refund
Head of Household (HOH) /
Standard Deduction \ s 7,500.00 4 Estimated North Carolina Taxable income S  (7,500.00)
Last full month of wages June 30 Estimated North Carolina Tax S -
Year to date North Carolina Tax Withheld

Please enter Income for the entire year (not year-to-date)

If using Married Filing Joint, please enter income for both spouses

Income

Taxable portion of - Wages, salaries, tips, ete.

Taxable interest

Unemployment compensation
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Earnings Statement

EMPLOYEE NO. EMPLOYEE NAME SOCIAL SECURITY NO PERIOD BEG. PERIOD END CHECK DATE
045345 JOHN J. DOE XXX-XX-9898 6/1/2014 6/30/2014
EARNINGS HOURS RATE CURRENT AMOUNT | WITHOLDINGS/DEDUCTIONS CURRENT AMOUNT YEAR TO DATE
REGULAR PAY I 2307.69 } STATE TAX AMT 87.69 350.77
/‘ DEFERRED CMP 0.00 0.00
Monthly Taxable Earnings - -
AR Sl North Carolina Income Tax Estimator
($2,307 69X 12 =
e Please fill in all applicable boxes highlighted in yellow
Perso OIM 0
i i $0.00
Number of children under age 17
CURRENT AMOUNT CURRENT DEDUCTIONS NET PAY Single
2307.69 499.62 1808.08 Married Filing Separate (MFS) -
Married Filing Jointly (MFJ) Single * Monthly taxable earnings
R e multiplied by 12 months
Head of Household (HOH) J'Z| (2 307.69 X 12) — I
Standard Deduction $  7,500.00 Estim ’ $27’ 692 28 (7,500.00)
Last full month of wages June 30 ' ; -
Year to date North Carolina Tax Withheld

Please enter Income for the entire year (not year- to-date)

If using Married Filing Joint, please enter income for both souses

Taxable portion of - Wages, salaries, tips, ete.

Taxable interest

Unemployment compensation
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North Carolina Income Tax Estimator

Please fill in all applicable boxes highlighted in yellow

Personal Information

Number of children under age 17

Single ‘
Mar=iad Filina Canarata MRS .
M Estimated Refund or Amount Due
Note: Negative Number represents Refund
z Balance due of
$269.61 7,500.00 Estimated North Carolina Taxable income § 20,192.28
1 June 30 Estimated North Carolina Tax S 1,171.15
Year to date North Carcolina Tax Withheld | 3 350.77

Please enter Income for the entire year (not year-to-date)

If using Married Filing Joint, please enter income for both spouses

Taxable portion of - Wages, salaries, tips, etc. 5 27,692.28

Taxable interest

Unemployment compensation i
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Resources

Website: www.dornc.com

Phone: 1-877-252-3052
Income Tax Estimator

This application can help estimate individual income
tax refund or liability amount.

o Asheville

o Charlotte

o Durham

o Elizabeth City
o Fayetteville

o Greensboro

Service Centers

Greenville
Hickory
Raleigh
Wilmington

Winston-Salem



http://www.dornc.com/
http://dornc.com/individual/taxestimator.html

