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The primary fanction of cou nty
government isto administer
state programs. But county
government also serves as the
lacal gover nment for

unincor porated ter ritory.

The General
Assembly
establishes local
governmentsand
assignsall
respon sibilities,
powers, and
author itigs.

Municipalities
552

Special purpose
local gover nments
serviceone or a few

The purpose of municipal government is
purposes and often

to provide additional servicesand
reguhatory ativitiesin incorpor ated areas operate on a
(beyond state andlor county-wide regional basis.
Drograms)

State The Gener al Assembly
1

establishy government

Legislature and assigns all respons bilities,

powers, and authoritie

Special purpose
local gover nments
serviceone or a few
purposes and often
operate on a
regional basis.
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Local Government Authority

Grants of Limits on
Authority BESSRGRAIEN Au thority

undertake anactivity

General Laws Grant authority to use Federd Law

aspecific funding
source for an activity

Local Acts State Constitution
Set limitations on

undertaking an activity

Charter Provisions State Regulations

Detail process
requirements for
undertaking activity
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Local Government Authority

Grants of +Limits on expenditures Y If] mits on
of public funds &

Au thority other activities Au thority

General Laws *Prohibit certain Federd Law
activities

*Protectionsfor certain

Local Acts individualsand private

State Constitution

activities

Charter Provisions *Impose certain State Regulations
process requirements

*Pre-empt certain

regulations

What must municipalities do?

- Building code enforcement

+ Municipalities incorporated after January 1, 1945 but
before January 1, 2000 must provide at least two of the
following services to receive State funds for streets:

+ Water distribution

- Sewage collection or disposal

- Garbage and refuse collection or disposal

+ Fire potection

+ Police pro tection

- Street maintenance, construction or right-of-way acquisition
- Street lighting




What must municipalities do?

+ Municipalities incorporated on or after January 1, 2000
must provide at least four of the following services to
receive State funds for streets:

« Police protection

« Fire protection

- Solid waste collection or disposal

- Water distribution

+ Street maintenance

- Street construction or right-of-way acquisition
- Street lighting

« Zoning
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What must counties do?

- Law enforcement « Social services

- Jail - Publichealth

+ Medical Examiner + Mental health

- Court facilities - Deed registration

- Building code enforcement - Election administration
- Public school support - Tax assessment

What both municipalities and counties
may do

- Ambulance - Land use regulation
- Water - Libraries

- Sewer - Hospitals

- Solid waste collection - Parks and recreation
- Solid waste disposal - Tax collection

- Fire protection « Animal control

- Law enforcement




Local Revenue Sources, FY 2023-24

Property Taxes ® Other Taxes # Sales Tax ® Sales & Serviws  Intergovernmental @ Debt Proceeds

317.9 Billion

Munidpality 22% 26% 13%

Counties Total Statewide: $22.0 Billion

Ut es (Municipalities) * Other Miscell ancous

County 44% 5% 7%
2 4 6 8 10 12 14 16 18 20 22 24
LoalRevenue (3 in Billions) Source: Dept. o fState Trea surer
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Use of Local Government Revenue

Property Tax
+ Property tax proceeds can be usedtosuppart virtually any public purpose

TaxLevy Aut hority

+ Local government property tax levy without voter ap proval and without
restriction on the tax rate for a few activities.

* Mpmicipalitics - most important s vity is debt service on goneralobligation

. ( mmtm —includes the most important state mandated activitiessuch as
courts, elections, jails, social services, public schools, and deht service on
general obligaton dett.

+ Local government property tax levy without voter ap proval butsubject
to ]mni: ined rate imitation of $1.50 per $§100 dollars of assessed
valuat ion

- Most county and mu nicipal fnc tions fallwithin this group. A reforendum may
be con duc ted to modify the tax rate for all or some of the functions in this

« Referendum tolevy aproperty tax on any function it may otherwise
lawlully perform that isnot already taxed under the aut hority detaled
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Use of Local Government Revenue
Local Sales and Use Taxes

Article 39 1% (1 centy Point ot Orign Yes
Aniclo 80 o5 Por Capita Counties:30%for  Yeu
‘ubir: schooi caonal
outiay or debtservice
paymeots
Articte sz osm Pointof Orign Countiex:60%for Yoo
school capal
outisyidebt servces
Anicto 48 2% Pt of Ongen No

voter approval

Articies3 025 Por Capits Mosttund putiic Yes, #they oprate’s
Publc Transpontation
-

levy acdtonal tax ystom
~voter approval ‘pursuant tolocal act

Use of Local Government Revenue
- Local Sales and Use Tax

+ Except for Article 46 quarter-cent tax, a county must
divide the local sales and use tax proceeds among the
local government units withinits territory, either on a
per capita (based on relative populations) or ad valorem
(based on relative property tax levies) basis.

* Municipalities may use the proceeds of the Article 39,
40, and 42 taxes for any public purpose.

Use of Local Government Revenue

Other Local Revenue
Resources With
Unrestricted Use for Any
Lawful Purpose

Municipali ti nti

- Rental Car Gross Receipts * Electricity Tax
Tax « Tel ecommunications Tax

- Animal Tax * Piped Natural Gas Tax

+ Short-Term Heavy (State taxes with local distribution)
Equipment Tax Counties

+ Malt Beverage and Wine * State Real Estate Transfer Tax
Retail License Tax




Use of Local Government Revenue
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Other Local Revenue
Sources With Restricted
Use
Municipalities and Counties Municipalities
+ General User Fees « Motor Vehicle License Taxes

+ Public Enterprise Fees

* Regulatory Fees

- Statutory Fees

+ Video Programming Services
Taxes

+ Solid Waste Tipping Tax

* Powell Bill Funds

Counties
« County Vehicl e Registration
Tax
« Disposal Taxes

+ 911 Charge
+ Occupancy Taxes (Local Act)

Property Taxes and the Role of
Counties
Kevin Leonard, NCACC Executive Director

January 14, 2026 ncacc.org

Agenda

» What do counties look like?

» What do counties do?

* Where do counties get their revenue?

* How do counties disburse their revenue?

* What happens when county revenue declines?
* Why should residents care?
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When You've Seen One County...

£0200 -0nc Population Change Since 2015
fraiyens Source: NCACC 2025 Map Boo k

Property Tax Rates
Source: NCACC 2025 Map Book

Present Use Valuation
Source: NCACC 2025 Map Boo k
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County government is often invisible when it's
working well ...

-Kevin Leonard

County Disbursements

Other
3% / - et Service
5%

Community, Environmant,
& Economic Development
Education 8%

Source: NCACC (¢ olle cte d thio ugh survey of sample cou nties)

What Counties Do...

* Public Education
* Public Safety

* Public Health

* Social Services

« Infrastructure

* Fundamentals of Civic Life




Where County Revenue Comes From
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Property Tax Revenue (Statewide Average)

61%
of general fund revenue for
county services and
programs comes

from property tax.

[
Sales tax
21%

Other
(government
transfer, etc.)

18%

Source: N.C.Department ofthe State Tre asu er

Revaluations

Counties must

conduct
revaluations at
least every 8
years
Reappraisal Frequency
- @ syears
51 counties .
conduct them 4 yosrs arless
more frequently
Source: N.C.Depatment of Reve e
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Revaluations

71 Counties
completed
revaluation in
last 3 years

Allof them
lowered their
tax rate

Source: N.C.Department of Reve nue

What about revenue decline?

When property tax revenue drops, counties face difficult choices

« Cuts to sheriff's patrols or emergency response times
* Reduced public health capacity

« Longer wait imes for social services

« Deferred building repairs and capital needs

Service cuts affect everyone — residents, businesses & economic growth

Checks and Balances @

* Regular audits

« Oversight by the Local Government Commission.

* Monthly public meetings—sometimes twice a month.

» Open budget debates with public input.
« Elections
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in Closing

« Property taxes aren’t just revenue — they are the
foundation of essential services

* Reform isn't a bad idea, butit must be done carefully

« Partnership with counties is essential

Thank You / Questions?

Kevin Leonard
Kevin.leonard@ncacc.org

For more information abaut the North Carolina Assod aion of Courty Commi ssicners (NCACC), visit ncacc. org.
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NORTH CAROLINA
LEAGUE OF
MUNICIPALITIES

House Select Committee on Property Tax Reducfion and Reform
January 14,2026

CR,NCLM
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OUTLINE

* NCLM Overview

« Municipal Services

« General Fund vs. Enterprise Funds

* Trends

NC LEAGUE OF MUNICIPALITIES

What is the League?

« An association of 540 of North Carolina’s cities

and towns

+ The one-stop municipal shop for cifies and

towns, led by cities and fowns

« The unified voice ofthe state’s municipalities

MUNICIPAL SERVICES

What Municipalities Do

* Police & fire

+ Roads & bridges, streetlighting

« Parks, Housing, Land Use, Events

« Building Inspections
« Only service mandatedby law

+ Water & Sewer, Solid Waste, Stormwater
« Segregated enterprise funds (=not funded by property tax)

fElNcLm
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MUNICIPAL SERVICES: ECONOMIC
DEVELOPMENT

Cifies are partners with NCGA in economic

development

« Infrastucture: water & sewer, roadsto sites

« Public safety: provide a safe place for
business

« NC cities and towns contribute to North
Carolina being the beststate in the country for

business

fincLm

GENERAL FUND VS. ENTERPRISE FUNDS

General Fund

* Funded primarilyby propertytax, sales tax
« Additional fundsallocated to specific
projects and purposes
« PowellBill (rcads & bridges)
+ State-administered local taxes (beer & wine, etc)
« Intergoverm entd transfers
« Loan proceeds

+ Cost-based fees such as application fees, parks
pogram fees,which are expected to recover

1/13/2026

casts (some required by statute, such as for
building ispecin fees)

GENERAL FUND VS. ENTERPRISE FUNDS

Enterprise Funds

- Separate setofbooks fom General Fund
« Operationsthat charge fees based on cost-of-
service [
« Generally expected o be self-supporting
services
« Examples
- Water
« Sewer
« Stomwater
+ Solid waste
« Airpotts
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GENERAL FUND VS. ENTERPRISE FUNDS

Municipal General Fund Revenues

®popetyax ¥ Loal slesand us tes ¥ Leens, ocaancy&mealstaes ¥ Sharesof ¢ ate aiminis ered taes ¥ Powd! Bil

Soure N.C Oortret offesmus Satste Aot ofNorth Cordi o D2
40

GENERAL FUND VS. ENTERPRISE FUNDS

General Fund Expenditures

« Public safety typically largest area of
expense (~50%+)

« With streets/public works, can be 60% of
general fund or more

« Otherexpenditures typically consist of
additional services (parks, zoning, efc.) as
well as keysupport functions (finance,
human resources, budget, etc.)

EincLm

TRENDS: UNEVEN POPULATION
GROWTH

* Nine counties, led by
Brunswickat 22.3%,
saw double-digit
growth since 2020.

Sixteen counties have

declined in population

since 2020 (in yellow),

most notably in the et Snne b psaes s 104
northeastem part of the 0% 208 S0% 0% 1005
state.

falncLm
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TRENDS: INFLATION

Costs o Provide Services Increased Substantially This Decade

« Inflation raised prices
« Police vehicles& equipment
« Fire fucks
+ Read-building materids
« Water treatmert supplies

* Salariesand benefits

HOW FAR DO PROPERTY TAXDOLLARS GO?

+ Costs of providing services is rising, regardiess of municipal size or location

« A “penny” on the tax rate doesn'ttell the whole story
* Key metric meaning $0.01/$100 of propetty value
« Ex.A penny in Raleich raised ~$11.6 million last fiscal year
* Ex. In Mocksville mised ~$137,000
« Ex. In Catawba raised ~$17,500

SUMMARY

« Propertytaxrate is the only revenue source
that municipalities directly control and have
the discretion to set

+ Over 60% of municipal general fundsare
devoted to police, fire, and roads.

* Small towns are under tremendous
pressure to keep pace with rising costs and
changing demands from members of the
community.

« Enterprise funds like utilities are not
property tax funded and generally must
charge a cost-based rate forservices.

INCLM

15



Contact
Chris Nida, Director of Technical Assistance for Cities

Email: cnida@nclm org
Phone: (919) 715-3945

FncLm
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