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Overview a

North Carolina transportation revenue: =

o Current state and evolution

o Strengths and drawbacks of current
model

o Potential future scenarios and
tradeoffs
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Current State of North Carolina Transportation Funding

Sales Tax
Allocation
12%
o State funding accounts for Gasoline Tax
around 75% of NCDOT revenue
- 25% from federal sources, Highway Usg
primarily for capital projects 22% $5.8 billion
in state revenue to
. NCDOT in 2025
o Gasoline tax makes up largest o
share of state revenue Registration
ees
<1%
DMV Fees Diesel Tax
23% 8%
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Challenge: Gas Tax Revenue Slowdown

State data and forecasts show

Average Gasoline Tax Paid per Vehicle in North Carolina: 2013-2025
steady gas tax revenue growth, but

at 3 Slower pace than inﬂation or Nominal Values = = = |nflation Adjusted Values (2025 Dollars)
road maintenance costs. $350
2013 Inflation
adjusted
o Since 2014, Nominal gas tax o 8300 825
up $25/veh. § Bt W 2025 average
o Since 2014, Inflation adjusted § 250 Moo mean B2
down $53/veh. & .
= ® 2013 Nominal
2 $200 $217
. . . <
Inflation, fuel efficiency, EV g
adoption, and external shocks < 5150
present risks to gas tax stability
$100
ERTI RTA 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
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Evolution of State Motor Fuels Tax and NCDOT Revenue

2016

DMV fees indexed for
inflation on 4-year

le
1921 1989 cye
_ | Updated 2020, 2024 2025
Motor Fuels Tax introduced State Highway Trust Fund; 3% Hybrid
at 1¢ per gallon Highway Use Tax on vehicle sales

Registration Fee

.- —0—0- —?—l—o _o-0-0-

1987 1992 2014 2017 2026
Motor Fuels Tax indexing formula EV rlegistration fee Legislature enacts
updated to respond to inflation introduced temporary 9as tax
Updated again in 1989, 1992, 2017 2022-2024 SUsPension
Sales Tax allocation
ERTI RTA RRRRRRRR introduced
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Diversification of sources supports revenue growth

o State revenue for NCDOT
reached $5.8B in 2025

- Driven by state population growth
and diversification of funding

o Contributors included growth of
Highway Use Tax, and addition
of sales tax allocation in 2022

- Gas tax provides 35% of state
funding (was 48% in 2014).
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Sales and Use Tax Inter-Fund Transfers
Highway Use Tax Collected (3% on Retail Sales + Leasing)

o $ Diesel + Alternatves + Highway Fuels Use
= mBaseline Gasoline Tax Revenue
m u DMV Fees
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Revenue Sources Balance Growth and Stability

low — high

Growth potential:

Highway Use Tax e

Sales Tax Allocation e
High growth potential, low stability
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Gasoline Taxes e

Low growth potential, low stability
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DMV Fees
Access User Fees o

EV Fees
Low growth potential, high stability
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Comparison of Gasoline Tax Revenue with Inflation

Changes since 2014

o +17% gas tax per capita
o +34% core CPI and

o +89% Highway “"’“

80%

Construction Cost (NHCCI) §
Other state revenue sources
(sales tax, highway use tax) :
have been more responsive to
inflation

Comparison of Existing North Carolina State Transportation Revenues, Inflation,

and State-Level Metrics
Change Over Time: 2014-2025
National Highway Construction Cost

Sales Tax Revenue Per Capita Index (NHCCI)
89%

Motor Fuels Tax Revenue Per Capita

e Highway Usie Tax Collected Per Capita Sales Tax Revenue Per Capita

= = = Consumer Price Index (CPI-U)
National Highway Construction Cost Index (NHCCI)

= = = Population Highway Use Tax Collected Per

Capita
53%

Consumer Price Index (CPI-U), 34%

= = = Consumer Price Index for Energy (CPI-E)
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Current Revenue Mix Strengths and Drawbacks

Source Present Use in NC Drawbacks
(current % of total)

Losses of revenue from EVs and fuel-
efficient cars
* Regressive, more costly for rural
 Not adequately responsive to inflation

 Simple to collect, existing systems
41-cent per gallon tax hard to cheat
 Payment directly tied to use of roads

Gasoline, Diesel Taxes
(35%, 8%)

DMV, Registration,
Flat (access user) Fees

» Same payment regardless of travel » Same payment regardless of travel

BT LIEYECNED | Stable revenue source * Not paid by out-of-state drivers

EV + Hybrid Fees

(23%) * Risk of noncompliance, enforcement
: One-time tax of 3% of « Tax paid is proportionate to vehicle + Paid once, not annually or periodically
Highway Use Tax . . :
(22%) vehicle value, upon sale value * Not paid by out-of-state drivers
or transfer * Responsive to inflation * Tied to a durable goods purchase
0
Sales Tax Allocation ?b/;soef dsslfséfgeﬁ\;eréusf * Flexible revenue source » May get clawed back for competing
(12%) P g * Responsive to inflation funding priorities

sales tied to transpiration)
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Example Options
for North Carolina

Replace gas tax
with access
user fee

Modernize gas

tax indexing
Example potential
rebalancing of existing
funding sources for
continued resilience and
inflation responsiveness

Highway use Maintain sales
tax increase tax allocation
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