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Roles and 
Responsibilities of 
Local Governments
• Ike McRee, Legislative Analysis Division

• Kevin Leonard, Executive Director, NC Assoc iation of County 
Commissioners

• Chris Nida, Director of Technical Assistance for Cities, NC League of 
Municipal ities

The Gener al

Assembly

establis hes  local 

gover nments and 

assigns all 

respon sibilities,  

powers,  and 

author ities .

State 
Legislature

The primary func tion of cou nty 

gover nment is to administer  

state progr ams. But county 

gover nment also serves as  the 

local gover nment for  

unincor porated ter ritory.

Counties
100

Municipalities
552

Special 
Purpose 

LGs

Special purpose 

local gover nments 

servic e one or  a few 

purposes  and often 

operate on a 

regional basis.

The purpose of municipal government is 

to provide additional ser vices and 

regu lator y ac tivities in incorpor ated areas  

(beyond state- and/or c ounty-wide 

progr ams).
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The Gener al Ass embly 

establis hes  local governments 

and ass igns all respons ibilities,  

powers,  and authorities.

State 
Legislature

Special 
Purpose 

LGs

Special purpose 

local gover nments 

servic e one or  a few 

purposes  and often 

operate on a 

regional basis.

Water and 

sewer 
author ities

Soil and water 

conservation 
dis tricts

Housing 

author ities

Sanitar y 

dis tricts

Redevelopmen

t c ommissions

Councils of 

gover nments

Area mental 

health 
author ities

Regional 

libraries

Planning and 

economic 
development 

commis sions

Transportation 

author ities

Recr eation 

dis tricts

Local school 

adminis trative 
units
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Local Government Authority

Grants of  

Authority

Limits on 

Authority

General Laws

Local Acts

Charter Provisions

Federal Law

State Constitution

State Regulations

Grant authority to 
undertake an activity

Grant authority to use 

a specific funding 
source for an activity

Set limitations on 
undertaking an activity

Detail process 
requirements for 
undertaking activity
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Local Government Authority

Grants of  

Authority

Limits on 

Authority

General Laws

Local Acts

Charter Provisions

Federal Law

State Constitution

State Regulations

•Limits on expenditures 
of public funds & 
other activities

•Prohibit certain 
activities

•Protections for certain 
individuals and private 
activities

•Impose certain 
process requirements

•Pre-empt certain 
regulations 5

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 pro tection

 Police pro tection

 Street maintenance , construction or right-of-way acquisit ion

 Street lighting

6
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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

• Jail

• Medical Examiner

• Court facilities

• Building code enforcement

• Public school support

• Social services

• Public health

• Mental health

• Deed registration

• Election administration

• Tax assessment
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What both municipalities and counties 
may do

• Ambulance

• Water

• Sewer

• Solid waste collection

• Solid waste disposal

• Fire protection

• Law enforcement

• Land use regulation

• Libraries

• Hospitals

• Parks and recreation

• Tax collection

• Animal control

9



1/13/2026

4

44%

22%

5% 15%

10%

9%

9%

14%

13%

6%

7% 26%

7%

13%

 -  2  4  6  8  10  12  14  16  18  20  22  24

County

Municipality

Loca l Revenue ($ in Billions)

Property  Ta xes Other Taxes Sales Tax Sales & Servi ces Intergovernmental Debt Proceeds Utili ti es (Municip alit ies) Other Miscell aneous

Local Revenue Sources, FY 2023-24

Counties Total Statewide: $22.0 Billion

Sou rce: D ept. o f State Trea surer

Municipalities Total Statewide: $17.9 Billion
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Use of Local Government Revenue
Property Tax

 Property tax proceeds can be used to support virtually any public purpose

Tax Levy Aut hority

• Loca l government propert y tax levy  without  voter approval and without 
restriction on the tax rate for a few activities.

 Munic ipalities – most important ac tivity is debt service on gener al obligation 
debt.

 Counties  – includes the most important state mandated activities such as  
courts,  elections,  jails, social servic es,  public schools,  and debt service on 
general obligation debt.

• Loca l government propert y tax levy  without  voter approval but subject 
to co mb ined rate limitation of $1.50 per $100 dollars of assessed 
valuat ion. 

 Most county and mu nicipal func tions fall within this group. A referendum may 
be con duc ted to modify the tax r ate for  all or some of the functions  in this 
grou p.

• Referendum to levy a property tax on any function it may otherwise 
lawfully perform t hat is not already taxed under the aut horit y det ailed 
above. 12
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Use of Local Government Revenue

Local Sales and Use Taxes
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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 within its 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.
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Use of Local Government Revenue

Other Local Revenue 
Resources With 
Unrestricted Use for Any 
Lawful Purpose

Municipalities and Counties

 Rental Car Gross Receipts 
Tax

 Animal Tax

 Short-Term Heavy 
Equipment Tax 

 Malt Beverage and Wine 
Retail License Tax

Municipalities
 Electricity Tax

 Telecommunications Tax

 Piped Natural Gas Tax

(State taxes with local distribution)

Counties

• State Real Estate Transfer Tax

15
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Use of Local Government Revenue

Other Local Revenue 
Sources With Restricted 
Use

Municipalities and Counties
 General  User Fees

 Public Enterprise Fees

 Regulatory Fees
 Statutory Fees

 Video Programming Services 
Taxes

 Solid Waste Tipping Tax

 911 Charge

 Occupancy Taxes (Local Act)

Municipalities
 Motor Vehicle License Taxes

 Powell Bill  Funds

Counties

• County Vehicle Registration 
Tax

• Disposal Taxes
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ncacc.org

Kevin Leonard, NCACC Executive Director

January 14, 2026

Property Taxes and the Role of 
Counties

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...

Population Change Since 2015
Source: NCACC 2025 Map Boo k

You've Seen…

Property Tax Rates
Source: NCACC 2025 Map Boo k

One County

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

So ur ce:  NCACC (c olle cte d t hro ugh  sur vey of  sam pl e cou nt ies)

What Counties Do…

• Public Education

• Public Safety

• Public Health

• Social Services

• Infrastructure

• Fundamentals of Civic Life
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Where County Revenue Comes From

Property Tax Revenue (Statewide Average)

So ur ce:  N.C. Dep art m ent  of t he S ta te Tre asu rer

Revaluations

Counties must 

conduct 

revaluations at 

least every 8 

years

51 counties 

conduct them 

more frequently

So ur ce:  N.C. Dep art m ent  of R eve nue
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Revaluations

71 Counties 

completed 

revaluation in 

last 3 years

All of them 

lowered their 

tax rate

So ur ce:  N.C. Dep art m ent  of R eve 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 times 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, but it must be done carefully

• Partnership with counties is essential  

For more information about  the North Carolina Associ at ion of County Commi ssioners (NCACC), vis it ncacc.org.

Kevin Leonard

Kevin.leonard@ncacc.org

Thank You / Questions?

NORTH CAROLINA 
LEAGUE OF 
MUNICIPALITIES
House Selec t Committee on Proper ty Tax Reduction and Reform

January 14, 2026
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OUTLINE

• NCLM Ov erview

• Municipal  Services

• General Fund vs. Enterprise Funds

• Trends
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NC LEAGUE OF MUNICIPALITIES

What is the League?

• An association of 540 of North Carol ina’s ci ties 

and towns

• The one-stop municipal shop for ci ties and 

towns, led by  ci ties  and towns

• The unified voice of the state’s  municipal ities

35

MUNICIPAL SERVICES

What Municipalities Do

• Police & fi re

• Roads & bridges, street l ighting

• Parks, Housing, Land Use, Ev ents

• Building Inspec tions

• Only service mandated by law

• Water & Sewer, Solid Waste, Stormwater

• Segregated enterprise funds (=not funded by property tax)

36
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MUNICIPAL SERVICES: ECONOMIC 
DEVELOPMENT

Cities are partners with NCGA in economic 
development

• Infrastructure: water &  sewer, roads to s ites

• Publ ic safety : pr ovide a safe p lac e for 

busines s

• NC cities and towns contribute to North 

Carolina being the best state in the country for 

busines s

37

GENERAL FUND VS. ENTERPRISE FUNDS

General Fund

• Funded pr imarily by property tax, sales tax

• Addi tional  funds a llocated to speci fic 

pr ojects and purposes

• Powell Bi ll (roads & bridges)

• State-administered local taxes (beer &  wine,  etc.)

• Intergovernm ental transfers

• Loan proceeds

• Cost-based fees such as applicat ion fees,  parks 

program fees, which are expected to recover 

costs (some required by statute, such as for 

building inspecti on fees)
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GENERAL FUND VS. ENTERPRISE FUNDS

Enterprise Funds

• Separate set of books from General Fund

• Operations that charge fees based on c ost-of-
service

• Generally expected to be s elf -supporting 
services

• Examples

• Water

• Sewer

• Stormwater

• Solid waste

• Airports

39
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GENERAL FUND VS. ENTERPRISE FUNDS

59.5%28.3%

7.5%
2.2% 2.4%

Municipal General Fund Revenues

Propert y tax Local sales and use taxes License, occupancy & meals t axes Shares of st ate administ ered taxes Powell Bill

So u rce: N.C. Dep a rtme nt o f R ev en u e, Sta tis tic al  Ab stra ct o f No rth  C a rol ina  Ta xe s 20 23
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GENERAL FUND VS. ENTERPRISE FUNDS

General Fund Expenditures

• Publ ic safety  typically  largest area of 

ex pense ( ~50%+)

• With streets/publ ic works, can be 60% of 

general fund or more

• Other expenditures typical ly consist of 

addi tional  services  (park s, zoning, etc.) as 
well  as key s upport functions (finance, 

human res ources, budget, etc.)
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TRENDS: UNEVEN POPULATION 
GROWTH

• Nine counties, led by 
Brunswick at 22.3%, 
saw double-digit 
growth since 2020.

• Sixteen counties have 
declined in population 
since 2020 (in yellow), 
most notably in the 
northeastern part of the 
state. 

42
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TRENDS: INFLATION

Costs to Provide Services Increased Substantially This Decade

• Infla tion raised pric es
• Police vehicles &  equipm ent

• Fire trucks

• Road-building materi als

• Water treatment  supplies

• Salaries and benefi ts
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HOW FAR DO PROPERTY TAX DOLLARS GO?

• Costs of provid ing services is ris ing, regardless  of m unicipal  size or location

• A “penny” on the tax rate doesn’ t tel l the whole story

• Key metric meaning $0.01/$100 of property value

• Ex. A penny in Ralei gh raised ~$11.6 mill ion last fiscal year

• Ex. In Mocksvill e raised ~$137,000

• Ex. In Catawba raised ~$17,500 
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SUMMARY

• Property tax r ate is  the only rev enue sourc e 

that municipal ities dir ectly contro l and have 

the d isc retion to set.

• Over  60% of m unicipa l general  funds are 

devoted to police, fire, and roads.

• Small  towns are under trem endous 
pr essure to keep pace wi th rising costs and 

changing demands fr om members of the 

community.

• Enterpr ise funds  l ike util ities are not 

pr operty tax funded and general ly must 
charge a cost-based rate for services.

45
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CLICK TO ADD TITLE 40PT ARIAL

Contact
Chris Nida, Direct or of Technical Assistance for Cities

Email: cnida@nclm .org

Phone: ( 919) 715-3945
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