
2021 SOFTWARE PROVIDER 
CONFERENCE

eFile and Software Provider Support

Wednesday, June 30, 2021

1:00 pm



AGENDA

 Welcome
 Introductions

 Updates
 Tax Legislation and Forms

 Letter of Intent (LOI)

 General Information

 Software Provider Support

 eFile

 Questions & Answers

 Wrap-Up
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NCDOR PRESENTERS AND ATTENDEES

 Submissions Processing Division (SPD)
 eFile

 Software Provider Support

 Forms Testing

 Tax Administration Division
 Personal Tax

 Individual Income, Partnership Income, Estates and Trusts and Withholding

 Corporate Income and Franchise Tax

 Sales and Use Tax

 Tax Schedule Implementation
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SOFTWARE AND PAYROLL SERVICE PROVIDERS 
PARTICIPANTS

2021 Software and Payroll Service Provider Participants 
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UPDATES
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TAX LEGISLATION 
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TAX LEGISLATION AND FORMS

Note: Until the North Carolina General Assembly (NCGA) adjourns, NCDOR cannot 
confirm whether changes will affect 2021 tax forms. Information on proposed 
legislation can be found at the NCGA website https://ncleg.gov/.

 Sales Tax

 Individual Income Tax

 Estates and Trusts Tax

 Partnership Income Tax

 Corporate Income and Franchise Tax

 Withholding Tax
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 General
 Graduated Failure to Pay Penalty

 Apply to Sales, Withholding, Individual, Corporate, Partnership, and Estates and Trusts tax 
schedules  

 Planning to expand NC-K1s to include all adjustments
 Similar to how the Schedule S was expanded last year

 H.B. 334 contains a significant number of tax provisions that may affect 2021 forms 
for the Individual, Estates and Trusts, Corporate, Partnership, Sales and Use, and 
Withholding tax schedules.

 Sales and Use Tax
 No expected form changes for October 2021
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Individual Income Tax
 Separate State Net Operating Loss Calculation for Individual Income Tax purposes
 Various additions to and deductions from Adjusted Gross Income

 Individual Income Schedule S/PN/PN-1
 New Additions

 Reserved line
 State, local, or foreign income tax deducted by a S-Corporation, partnership or an estate or trust

 Additions Scheduled to Expire
 Business Interest Limitation
 Qualified Education Loan Payments*
 Above-the-line Qualified Charitable Contribution Deduction
 Discharge of Qualified Principal Residence Indebtedness*
 Qualified Tuition and Related Expense
 Excess Business Loss
 Excess Net Operating Loss Carryforward Deduction

* Legislation has been proposed to extend addition
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Individual Income Schedule S/PN/PN-1
 New Deductions

 Reserved line
 20% of 2018-2020 NOL carryback added-back in 2013-2019
 20% of Excess Business Loss added-back in 2018-2020
 20% of Excess NOL Deduction added-back in 2019 and 2020

 Deductions Scheduled to Expire
 Extra Credit Grant*

* Legislation has been proposed to extend deduction 
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Estates and Trusts Tax
 Add section for amended return explanation
 Form D-401P 

 Remove “Apartment Number” field from the paper form but keep the same barcode

 Partnership Income Tax
 Allow partnerships to elect to pay tax at the entity level for resident and nonresident partners 

 Provision will require NCDOR to make several changes to the Partnership return and various related 
supplemental forms 

 Partnerships that do not make this election, will still be required to pay tax on behalf on nonresident partners

 Forms impacted
 D-403
 D-403TC
 D-403 NC K-1
 D-410P
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Partnership Income Tax
 Form D-410P 

 Remove “Apartment Number” field from the paper form but keep the same barcode
 D-403 Part 4A, Line 5 – Type of Partner

 Allow “Disregarded Entity” as a Partner Type
 D-403 Part 1

 For partnership amended returns, add new lines to report previous payments and previous refunds 
(similar to Lines 22 and 24 on 2020 D-400)

 Corporate Income and Franchise Tax
 Election for S Corporation to be taxed as pass-through entity

 Income tax would be imposed on the S Corporation instead of passed through to its shareholders

 Form NC-478L Investing in Real Property will become obsolete
 Installments have expired
 Carryforwards are still available
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Withholding Tax
 H.B. 334 will impact withholding tables and withholding allowance 

certificates

 List of proposed provisions for tax year 2022

 Increases to the North Carolina standard deduction amounts for all filing statuses

 Increases to the North Carolina child deduction amount

 Reduction in the Individual Income tax rate from 5.25% to 4.99%
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TAX LEGISLATION AND FORMS 
(CONTINUED)

 Withholding Tax
 List of impacted withholding allowance certificate forms: 

 NC-4 EZ
 NC-4
 NC-4 NRA
 NC-4P

 List of impacted forms that require general and line specific instructions 
updates for the failure to pay penalty:

 NC-5
 NC-3
 NC-3X
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LETTER OF INTENT (LOI)

 Planned release date early August

 Reminders
 Ensure primary and secondary contacts information is correct

 Complete “Amended” signature section when submitting an updated LOI

 Insert N/A for any question(s) not relevant to your product

 Include your software limitations in the LOI

 Review LOI to ensure tax types, forms supported and product names are accurate
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LETTER OF INTENT (LOI) (CONTINUED)

 Question
 For the Regulatory/Compliance Contact, how would you prefer to list the contact if different 

from the eFile contact? 
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GENERAL INFORMATION

 NCDOR New Telephony System
 Will impact direct phone lines to eFile and Software Provider Support

 All employees will get new phone numbers

 No impact on toll free, fax numbers and customer service phone numbers

 Updates to be provided during this process to keep our software providers in the loop

 Both eFile and Software Provider Support Units will remain teleworking
 eFile – 100%

 Software Provider Support – Hybrid (On-Site & Teleworking)
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SOFTWARE PROVIDER SUPPORT 
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AGENDA

 SPS Standards for Substitute Tax Forms

 Results from the 2020 Approval Season Process Reports

 Essence of First Time Approvals

 Preparation for the 30-Day Approval Process

 Recommended Turn-around Times

 Software Provider (SP) Resources

 Required SP Contacts

 Software Provider Support Contacts

 Questions and Answers
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STANDARDS FOR SUBSTITUTE TAX FORMS

Software Provider Support (SPS) standards for each Approval Season for Substitute 
Tax Forms:

 Substitute Tax Forms are to be submitted and approved within thirty (30) days of the 
posted date

 Substitute Tax Forms should be approved in three (3) or fewer attempts; this includes 
the initial submission
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2020 APPROVAL SEASON PROCESS 
REPORT

68% of Substitute Tax 
Form providers were able 
to meet standards for the 
2020 Approval Season for 
Paper Submissions.
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ESSENCE OF FIRST TIME APPROVALS

22



PREPARATION FOR THE 30-DAY APPROVAL
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RECOMMENDED TURNAROUND TIMES 
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SP RESOURCES

 Function Codes

 Period Ending Chart

 Requirements for the Approval of  
Substitute Tax Forms

 SP Checklist

 SP Required Approval Dates

 2021 SD Teleconference Presentation

 Unchanged Form List
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REQUIRED SOFTWARE PROVIDER 
CONTACTS 

 Primary Contact

 Manager Contact

 Record Government 
Compliance Officer Contact

26



CONTACTS

Software Provider Support Unit

Email address: allaboutforms@ncdor.gov – LOI submission or general questions

Email address: SDFormsUpdate@ncdor.gov – Substitute Tax Form submissions

Phone: 919-754-2625

Fax: 919-715-3165

Management 

Stephanie Denton - Director

Lei Satterfield – Assistant Director

Felecia Coley-Roberson – Manager

Cassandra Evans – Supervisor

Unit Members

Kim Williams

Helaine Fuller
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EFILE
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AGENDA

 MeF 
 MeF Statistics

 ATS Testing

 MeF Approval Season Process Reports

 MeF Reminders

 Information and Reporting Applications
(eNC3, Server to Server, and eNC5Q)

 Updates

 Reminders 

 Contacts

 Questions and Answers
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MEF FILING SEASON

MeF Statistics – Software Product Approvals

 Total Individual Income Products approved for TY2020
 55 products with 21 Software Developers

 Total Corporate Income and Franchise Products approved for TY2020
 24 products with 15 Software Developers

 Total Partnership Income Products approved for TY2020
 24 products with 15 Software Developers

 Total Estates and Trusts Products approved for TY2020
 10 products with 7 Software Developers
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MEF FILING SEASON (CONTINUED)

MeF Statistics – Submissions Received as of May 31

 Individual Income – 4,355,086 

 Corporate Income and Franchise – 107,045 

 Partnership – 71,468 

 Estates and Trusts – 22,338 
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MEF FILING SEASON (CONTINUED)

Individual Income

1. TurboTax (Web)

2. Drake Tax

3. BlockWorks (BW)

4. ProSeries

5. UltraTax CS 

Corporate

1. UltraTax CS

2. Drake Tax

3. CCH ProSystem Fx

4. ProSeries Business

5. Lacerte

MeF Statistics – Top 5 products as of May 31

Partnership

1. CCH ProSystem Fx

2. UltraTax CS 

3. Drake Tax

4. ProSeries Business

5. Lacerte

Estates and Trusts

1. CCH ProSystem Fx

2. UltraTax CS 

3. GoSystem

4. Drake Tax

5. TaxSlayer Pro
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OVERALL REJECT RATE COMPARISON
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CY PY % Change +/-

IND 1.0% 0.3% 233.9%

CORP 2.4% 2.9% -19.5%

PART 2.2% 1.7% 28.1%

ESTRST 2.7% N/A N/A

Overall Reject Rate Comparison 



CY REJECTS – INDIVIDUAL
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IND Reject Rate CY Reject Count CY

Business Rule All NC SPs All NC SPs

X0000-005 0.485% 22,059                         The XML data has failed schema validation.

NCD400-1010 0.200% 9,115                           
[D-400/D-410] Duplicate return. The original submission's Primary SSN  matches 

                                                                    

NCD400-2620 0.142% 6,466                           
[D-400] If taxpayer and spouse (if Married Filing Jointly) are full-year residents, 

then D400 line 13 must be blank.

NCD400-1020 0.049% 2,244                           [D-400/D-410] The software used has not been approved for e-file.

NCD400-2260 0.033% 1,490                           [D-400 Sch S] Schedule S line 17 must equal the sum of lines 1 through 16. 

Current Year (CY) Business Rule Rejects - Jan,01,21 - May,31,21

Rule Description



CY REJECTS – ESTATES AND TRUSTS 
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ESTRST Reject Rate CY Reject Count CY

Business Rule All NC SPs All NC SPs

X0000-005 2.546% 706                              The XML data has failed schema validation.

NCD407-1250 0.108% 30                                
[D-410P] Line 1 minus line 2 must equal line 3, if positive; otherwise line 3 must 

be zero or blank

NCFIN-1160 0.094% 26                                [Financial] Bank Account Number must be numeric with a minimum of 5 digits

NCFIN-1050 0.054% 15                                [Financial] Payment account holder type must be specified.

NCD407-1100 0.025% 7                                   [D-407] Page 1 Line 2 must equal Schedule B, Fiduciary Column, Line 4.

Current Year (CY) Business Rule Rejects - Jan,01,21 - May,31,21

Rule Description



CY REJECTS - CORPORATE 
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CORP Reject Rate CY Reject Count CY

Business Rule All NC SPs All NC SPs

NCBUS-1000 0.625% 1,242                           
[Core] Duplicate return: The original return's Federal EIN must not match an 

existing accepted original return's Federal EIN for the applicable period.

X0000-005 0.592% 1,175                           The XML data has failed schema validation.

NCCD401S-2161 0.206% 410                              

[CD-401S] For each Schedule K Shareholder, line 13 must equal the sum of lines 

11 and 12 multiplied by 0.0525 (with the result rounded to the nearest whole 

number), when all of the following conditions are met: line 3b contains 'Yes', 

Both lines 14 and 15 contain 'No', The sum of lines 11 and 12 is greater than zero.  

NCCD401S-2110 0.155% 308                              
[CD-401S] For each Schedule K Shareholder, line 5 must equal line 4 multiplied by 

Schedule H line 11 (with the result rounded to the nearest whole number).

NCCD401S-4005 0.152% 302                              
[Other Additions Worksheet] Other Additions Worksheet: Total of Additions must 

equal sum of Other Additions amounts on Worksheet

Current Year (CY) Business Rule Rejects - Jan,01,21 - May,31,21

Rule Description



CY REJECTS - PARTNERSHIP 
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PART Reject Rate CY Reject Count CY

Business Rule All NC SPs All NC SPs

NCBUS-1000 0.490% 548                              
[Core] Duplicate return: The original return's Federal EIN must not match an 

existing accepted original return's Federal EIN for the applicable period.

X0000-005 0.379% 424                              The XML data has failed schema validation.

NCD403-3000 0.347% 388                              
[D-403NCK1] The sum of Line 1 from all issued D403 NC K-1's must equal D403, 

Part 1, Line 1

NCD403-1360 0.307% 344                              

[D-403] If Part 4 Section C "NC-NPA Form attached" is "No" or blank, Part 4 

Section A Line 5 is not populated with "Non-Profit" or "IRA/RetirementPlan", the 

Publicly Traded Partnership box in the Header is blank and Part 4 Section B Line 

17 is populated with a positive non-zero value, then Part 4 Section C Line 18 must 

be equal to Part 4 Line 17 multiplied by 0.0525, with the result being rounded to 

the nearest whole dollar. If "NC-NPA Form attached" is "Yes", then Line 18 must 

be zero or blank.

NCFIN-1050 0.252% 282                              [Financial] Payment account holder type must be specified.

Rule Description

Current Year (CY) Business Rule Rejects - Jan,01,21 - May,31,21



CY TO PY REJECTS - INDIVIDUAL
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IND

Business Rule Reject Rate CY Reject Rate PY

NCD400-1010 0.200% 0.210%

[D-400/D-410] Duplicate return. The original submission's 

                                                            

Primary SSN or Secondary SSN.

X0000-005 0.485% 0.021% The XML data has failed schema validation.

NCD400-1015 0.009% 0.007%

[D-400/D-410] Duplicate return. The original submission's 

                                                              

Primary SSN or Secondary SSN.

NCD400-2045 0.004% 0.006%

[D-400/D-400 Sch A] If the Standard Deduction is claimed, Line 11 

must equal $10,750 if Filing Status is Single, $21,500 if Filing 

Status is Married Filing Jointly or Qualifying Widow(er), $10,750 

or $0 if Filing Status is Married Filing Separately, or $16,125 if 

Filing Status is Head of Household. Schedule A must not be 

NCFIN-1030 0.002% 0.005%
[Financial] Payment requested settlement date must not be 

more than 2 months before the IRS received date.

Prior Year (PY) to Current Year (CY) Business Rule Reject Rate Comparison 

All NC SPs

Rule Description



CY TO PY REJECTS - CORPORATE
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CORP

Business Rule Reject Rate CY Reject Rate PY

X0000-005 0.592% 0.915% The XML data has failed schema validation.

NCBUS-1000 0.625% 0.565%

[Core] Duplicate return: The original return's Federal EIN must 

not match an existing accepted original return's Federal EIN for 

the applicable period.

NCCD401S-2161 0.206% 0.307%

[CD-401S] For each Schedule K Shareholder, line 13 must equal 

the sum of lines 11 and 12 multiplied by 0.0525 (with the result 

rounded to the nearest whole number), when all of the following 

conditions are met: line 3b contains 'Yes', Both lines 14 and 15 

contain 'No', The sum of lines 11 and 12 is greater than zero.  

NCCD401S-2110 0.155% 0.260%

[CD-401S] For each Schedule K Shareholder, line 5 must equal 

line 4 multiplied by Schedule H line 11 (with the result rounded 

to the nearest whole number).

NCCD401S-2140 0.074% 0.113%

[CD-401S] For each Schedule K Shareholder, line 7 must equal 

line 4 multiplied by Schedule I line 2 (with the result rounded to 

the nearest whole number).

Rule Description

Prior Year (PY) to Current Year (CY) Business Rule Reject Rate Comparison 

All NC SPs



CY TO PY REJECTS - PARTNERSHIP 
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PART

Business Rule Reject Rate CY Reject Rate PY

NCBUS-1000 0.490% 0.611%

[Core] Duplicate return: The original return's Federal EIN must 

not match an existing accepted original return's Federal EIN for 

the applicable period.

NCD403-1360 0.307% 0.349%

[D-403] If Part 4 Section C "NC-NPA Form attached" is "No" or 

blank, Part 4 Section A Line 5 is not populated with "Non-Profit" 

or "IRA/RetirementPlan", the Publicly Traded Partnership box in 

the Header is blank and Part 4 Section B Line 17 is populated with 

a positive non-zero value, then Part 4 Section C Line 18 must be 

equal to Part 4 Line 17 multiplied by 0.0525, with the result being 

rounded to the nearest whole dollar. If "NC-NPA Form attached" 

is "Yes", then Line 18 must be zero or blank.

X0000-005 0.379% 0.154% The XML data has failed schema validation.

NCFIN-1050 0.252% 0.140% [Financial] Payment account holder type must be specified.

NCD403-1156 0.015% 0.081%

[D-403] Part 1 Line 14b must be equal to the sum of the following 

lines from all the associated forms received by the partnership: 

Partnership (D403) NC-K1 Line 7.

All NC SPs

Prior Year (PY) to Current Year (CY) Business Rule Reject Rate Comparison 

Rule Description



ATS TESTING

IIT and BIT software products approved before the NCDOR opening dates

 Individual Income – 98% before February 12th  (100% complete on opening day!!!)

 Business (Corporate and Partnership) – 48% before January 11th

 Business (Estates and Trusts) – 70% before February 1st

Topics for further discussion:
• ATS Testing Approval Process

• LOI
• Updates
• IRS Opening, NCDOR ATS Testing and NCDOR Release Dates
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ATS TESTING (CONTINUED)
ATS Testing and Approval Process

Access 
Development 
Resources in 

SES

Submit Test 
Returns

Submit 
email for 

review of set 
of test cases

SD receives 
Completion 
Document

Provide 
Required 

Screenshots

Receive 
Approval 
Letter

Add SD 
Code to 

Approved SD 
List

Production
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ATS TESTING (CONTINUED)

LOI

 Provide complete list of contacts to receive automated comparison emails

Expectations for MeF eFile Test Submissions

 First initial submissions should be submitted by December 31 deadline

 Software should be approved in 4 or fewer attempts including initial submission

 Testing of all products should be completed by March deadline
 Deadline date to be determined
 Included in ERO guide
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ATS TESTING (CONTINUED)

IRS Opening dates for TY2021

 Individual Income – TBD

 Corporate – TBD

 Partnership – TBD

 Estates and Trust – TBD

NCDOR ATS Testing Start Date

 eFile will communicate via email our planned start date for ATS testing (depends on IRS start date)

NCDOR Release Dates (Individual, Corporate/Franchise, Estates and Trusts and Partnership tax schedules)

 Drafts of Schemas and Business Rules posted to SES  – TBD

 Final Version of Schemas and Business Rules posted to SES  – TBD

 ERO Guides - TBD

 ATS Test Package – TBD

Note: Until final legislation passes, all dates subject to being impacted.
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EFILE MEF APPROVAL SEASON PROCESS

Overview

 In 2020, eFile implemented the 
MeF Approval Season Process 

 Two additional documents will 
be provided after the approval:
 eFile 20XX Approval Season 

Process Report

 eFile Feedback for Software 
Developers

46



EFILE MEF APPROVAL SEASON RESULTS
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TY2021 MEF

 Perfection period
 The Authentication Header fields below will be used by NCDOR to implement a more 

defined perfection period process for rejected IIT and BIT submissions.

 AuthenticationHeader/FilingHistory/StateSubmissionIdOrig

 AuthenticationHeader/FilingHistory/StateSubmissionIdDateOrig

 Form NC-K1 for D-407
 Schema included for all tax schedules

 Estates and Trusts
 Increase adoption rate 
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TY2021 MEF REMINDERS
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INFORMATION AND REPORTING APPLICATIONS
FILING SEASON
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INFORMATION AND REPORTING APPLICATIONS
FILING SEASON (CONTINUED)
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INFORMATION AND REPORTING 
APPLICATIONS

 eNC3 Specifications
 Release date of TY2021 specification documents is TBD
 At this time, there are no changes expected for W-2
 eFile is reviewing 1099 upload specifications

 eNC3 Application
 Another successful year with the support of electronic NC-3, W-2, and 1099 data

 Server-to-Server (S2S) Pilot Program Continues
 Currently supports submission of forms NC-3, W-2, and 1099-R 
 Piloted with 2 software companies with live data in January 2021
 Adding 2 more providers in the fall
 More information will be communicated regarding the availability of this filing method to a broader selection 
 Planning to add two 1099 forms:

 1099-MISC
 1099-NEC

52



INFORMATION AND REPORTING 
APPLICATIONS (CONTINUED)

 eNC5Q Specifications
 Release date of the TY2022 specification documents is TBD

 eNC5Q Application
 Piloted with 2 providers in October 2019

 Went live on April 06, 2020 with the 1st Quarter of TY2020 and all subsequent quarters

 NCDOR developed 2 electronic filing options to replace paper filings 

 File upload 

 Manual online entry

 No TY2021 form changes

 Only regression testing was required for current software and payroll service providers
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INFORMATION AND REPORTING 
APPLICATIONS REMINDERS

 NCDOR system is designed to follow all of these:
 IRS Publication 1220 
 SSA Publications EFW2 and EFW2C
 NCDOR supplemental specifications

 If filing forms electronically, do not send in the duplicate paper documents

 Test Link is available for testing file format(s)

 Test your file formats with the eFile Unit and your company will be listed on the NCDOR website

 Educate your customers/clients to contact you for any software diagnostic errors that are generated 
within your software - NCDOR cannot assist with your software diagnostic errors

 Use form NC-5PX to mail payments as the eNC5Q application does not support filing of payments
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CONTACTS

eFile Unit

Email address: NCTaxEfile@ncdor.gov – MeF or general questions

Email address: eNC3@ncdor.gov – eNC3, eNC5Q and S2S questions

Phone: 919-814-1500

Fax: 919-715-6158

Management

Stephanie Denton - Director

Lei Satterfield – Assistant Director

Felecia Coley-Roberson – Manager

Janie Wright – Supervisor

Unit Members

Judith Kapp

Vickie Grant

LaSonya Jenkins

Dakota Rand-Griffith

Wendy Greer

William Hill
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