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Agenda Item 10k

DRAFT for consideration by Council at 4/6/15 meeting

April 6, 2015

The Honorable Bill Rabon

North Carolina Senate

300 N. Salisbury Street, Room 311
Raleigh, NC 27603-5925

Re: Sales Tax Redistribution Considerations

Dear Senator Rabon,

We are writing to express our concerns with the initial draft of SB 369 Sales Tax Fairness Act.
We have several specific concerns that relate to the Town of Sunset Beach:

1. The bill would convert the local sales taxes into a state tax that would be distributed
through the counties on a purely per capita basis. This appears to penalize those communities,
such as ours, that actually generate the tax through local retail sales and leaves us in a position of
having to provide services to a tourism-based economy with reduced revenues. The bill, as
initially written, would have an estimated $300,000 annual negative impact on our Town’s
revenue at full implementation. Likewise, it would harm those in other coastal Brunswick
County communities as well.

2. The bill provides a hedge for counties by authorizing an additional ¥ cent local tax that
could be adopted for general use. However, no provision to offset the negative financial effects
of this bill are included for the Towns as there is currently no provision for municipal sharing for
this potential new revenue stream. Thus, this legislation would continue to limit our Town’s
ability to cover the costs associated with our tourism-based economy. This action, along with
previous moves, would put further pressure on all Brunswick County towns to raise their
property tax rates to maintain the necessary services the towns provide. To make up the revenues
from this proposed bill alone, it would leave the Sunset Beach taxpayers facing an approximate
19% increase in their ad valorem taxes.
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3. Under this proposal, it appears that your colleagues would have the opportunity every
couple of years to ‘tweak’ the distribution formulas further. As you are aware, the Town of
Sunset Beach, like every other town and county in the State, must adopt a balanced budget by the
end of June each year. This shifting of the local sales taxes to a state tax reduces the visibility
for both counties and municipalities. Economic changes over the past several years have added
to the level of uncertainty in revenue projections and this bill adds even more challenges.

4. If enacted, this legislation would repeal Articles 39 and 40 of the local sales taxes and
thereby eliminate the city hold harmless payments. These hold harmless payments were being
made to compensate the cities for revenues that were lost when the Article 44 half-cent local
sales tax was swapped for a state sales tax.

The Sunset Beach Town Council voted x-x (actual vote count to be inserted) at our April 6™
monthly meeting to respectfully request that you not support SB 369 as currently written.

We thank you for your efforts on behalf of the Town of Sunset Beach and the other
municipalities in Brunswick County.

Sincerely,

TOWN OF SUNSET BEACH

Ron Watts
Mayor



