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7/11/22, 7:56 AM NC General Assembly votes to use sales tax money for transportation

https://www.cbs17.com/news/north-carolina-news/nc-general-assembly-votes-to-use-sales-tax-money-for-transportation/ 1/6
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Posted: Jul 5, 2022 / 04:52 PM EDT
Updated: Jul 5, 2022 / 08:40 PM EDT
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RALEIGH, N.C. (WNCN) – Amid concerns about the long-term reliability of the gas tax, North Carolina would use money from the

stateʼs sales tax to help fund transportation under the new state budget the General Assembly recently passed. 

The budget plan, which Gov. Roy Cooper (D) has not said yet if heʼs going to sign, calls for allocating two percent of sales tax

revenue this year for the Department of Transportationʼs needs. That would increase to four percent next year and then six percent

every year a�er that.

Itʼs estimated that would lead to more than $625 million being available for transportation annually without increasing the taxes

people pay. 

State lawmakers from both parties have supported the proposal, noting that as an increasing number of drivers switch to more

fuel-e�icient and electric vehicles, the state will need new sources of revenue to build and maintain roads. 
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“Itʼs not everything we need, but itʼs a nice step in the right direction,” Marc Finlayson said, the chair of NC Go!, a coalition of

groups that advocates for transportation. “We have to take into account all of these dynamic changes that are happening in

transportation and factor all of that into our thinking.” 

The North Carolina Department of Transportation has an annual operating budget of about $5 billion, and motor fuel taxes are the

largest source of revenue. The stateʼs gas tax is 38.5 cents per gallon while the federal gas tax is about 18 cents per gallon.  

The agency convened a group called the NC FIRST Commission, that released a report in 2021 calling for various changes to try to

ensure the state would have the funding it needs going forward to meet demand. 

North Carolina State economist Mike Walden served on that commission. 

“Weʼre going to have funding problems with transportation in the future,” he said. “Everyone who pays the sales tax is benefiting

in some way from the transportation network even if you donʼt use a vehicle because obviously goods and services get

delivered.”     

Walden said in the long term, he thinks the state will need to move to fees drivers pay based on the miles they drive.

The Eastern Transportation Coalition is launching a pilot program in North Carolina to study that.

Walden said there are still issues to try to resolve with that approach, including having the technology installed in vehicles to track

mileage and ensuring drivers are not tracked wherever they go. 

“I think clearly by 2030, we would start to feel some of the impacts of not having enough money, that is to say that in growing

areas like the Triangle we would see more congestion,” Walden said. “This is not an issue that is going to take a while to manifest

itself. I think it will manifest itself very, very quickly.”

Copyright 2022 Nexstar Media Inc. All rights reserved. This material may not be published, broadcast, rewritten, or redistributed.
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State budget proposal seeks to lessen NC’s dependence on gas taxes for transportation  

BY RICHARD STRADLING UPDATED JUNE 30, 2022 1:45 PM  

RALEIGH Republican state lawmakers want to reduce North Carolina’s dependence on the gas tax to pay 

for roads and bridges, starting with the proposed budget released late Tuesday. The budget calls for 

redirecting 2% of state sales tax revenue to the N.C. Department of Transportation in the fiscal year that 

begins July 1. The diversion would increase to 4% the following year and 6% each year after that. The 

change would generate an estimated $193.1 million for transportation the first year, increasing to an 

estimated $628 million by year three. That money would otherwise go into the General Fund, the nearly 

$28 billion that finances most of the rest of state government. The idea has wide support among 

business groups and transportation advocates. It provides new revenue for NCDOT by tapping into an 

existing tax at a time when the state enjoys a budget surplus, says Marc Finlayson, who heads NC Go, a 

coalition of groups that presses for improved transportation. “This funding would help our state to 

modernize our sources of transportation revenue and provide a new, sustainable source,” Finlayson said 

in a written statement. “Best of all, there are no new taxes or fees involved.” Finlayson said the state 

collects about $500 million a year in taxes on transportation-related purchases, such as tires, parts and 

repairs. “It makes sense some of these funds should be used to meet transportation needs,” he said. 

NCDOT spends about $5 billion a year, and gas taxes are its largest source of revenue. The state tax of 

38.5 cents per gallon generates about $1.8 billion a year; the federal gas tax — 18.4 cents on unleaded 

fuel and 24.4 cents on diesel — accounts for most of the $1.25 billion NCDOT receives each year from 

the federal government. But the gas tax has become a less dependable source of revenue as improved 

mileage means people pay less in taxes to drive the same distance. And with electric vehicles coming on 

to the market in large numbers, more drivers will be using the road without paying any gas taxes at all. 

NCDOT set out to find alternatives to the gas tax in 2019 when it created the N.C. First Commission, 

comprising business people, politicians, economists and others. The commission’s final report in early 

2021 included several ideas, including using sales tax revenue from transportation-related purchases. 

The N.C. Chamber, a statewide business group, published its own reports on possible new sources of 

transportation revenue in 2015 and 2020, and noted that several states, including Virginia, devote 

general sales tax revenue to highways and other transportation. When Republicans unveiled their 

budget proposal Tuesday, the chamber singled out the sales tax diversion for praise. “As growing 

numbers of motorists adopt electric vehicles and vehicle manufacturers commit to ever-higher EV 

production targets, traditional funding options like the motor fuels tax are becoming less and less 

viable,” said Jake Cashion, who heads the Chamber’s Destination 2030 Coalition, which advocates for 

new transportation funding. The chamber also said the additional revenue would help NCDOT deal with 

rising costs for fuel, labor and real estate. Senate Leader Phil Berger’s office described the proposed 

sales tax transfer as “a first step to address declining transportation revenues,” suggesting other 

alternatives to the gas tax may be in the works. Fuels taxes account for about half of state revenue for 

transportation, while the rest comes from Division of Motor Vehicle registration fees and the “highway 

use tax,” which is a 3% sales tax when a vehicle’s title changes hands and an 8% tax on vehicle rentals. 

It’s not clear how quickly electricity will displace petroleum on North Carolina highways. Zero emission 

vehicles account for only about 40,000 of North Carolina’s 8.6 million registered vehicles, according to 

the DMV, but in January Gov. Roy Cooper laid out plans to increase that number to at least 1.25 million 

by 2030. Asked about the proposed use of sales tax revenue for transportation, Cooper’s office said only 

that he is reviewing the proposed budget. 
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Read more at: https://www.newsobserver.com/news/local/article263004948.html#storylink=cpy 
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