Legislative Update

Property Tax Moratorium &
Tax Levy Cap




Objectives

* Review status of Property Tax Moratorium (SB889) and impact on FY2027
Budget

* Review timeline for Constitutional Amendment Referendum (HB1089) to
Cap Growth in Property Tax

* Review the potential impacts associated with the State Budget Framework.
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SB 889
Property Tax Moratorium




Bill Overview

Senate Bill 889:

* A one-year pause on the current reappraisal.

GENERAL ASSEMBLY

CALENDARS + COMMITTEES ~ GOV OPS BILLS &LAWS ~

* Property owners would be taxed based on the assessed value
from the prior year.

Home / Bills&Laws / Bill Lookup

O ss88
« The new values would go into effect for January 1, 2027 - Fiscal Property Tax Reappraisal Moratorium.
Year 2028 budget 2025-2026 Session
VIEW BILL DIGEST
* The bill passed the Senate on a 35-8 vote VIEW AVALABLE BILL SUMMARLES
. . . . EDITION FISCAL NOTE
* The bill is currently in the House of Representatives and as of Filed
June 3, 2026: Edition 1 Fiscal Note

Edition 2

« Withdrawn from Rules, Calendar, and Operations
» Referred to the Committee on State and Local Government, if
favorable then Finance; if favorable, then Rules
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Revised FY27 Budget Framework

« |f the Board maintains the current tax rate under a Property Tax
Revenues

property tax moratorium, property tax revenues ue
would decrease by an estimated $89 million, plus an \ 4 (393) million
additional $4.3 million due to public service

equalization. Federal/State
Revenues
» Federal/State reimbursement would decrease, v ($1) million

depending on balancing strategies, if merits and
compensation maintenance are removed.

Sales Tax
Revenues
« Sales tax revenue assumption would not change No Change
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Impact to Fiscal Year 2027 Budget

Results in no new funding for Guilford County Schools,
including technology, security, and classified staff

Limited funding for the school capital debt service plan
and increased probability of tax rate increases or

program discontinuation LEGISLATIVE

. . . BUILDING
Results in no merit or compensation

adjustments for county staff, including public safety

Results in flat tax rates for rural fire districts

Revise economic incentive participation
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Moratorium Budget Framework (Policy Dials)

« County Operations
o Merit and compensation maintenance plan
o County Capital
o New position and operating expansion requests
O

CBO allocation $93 Mi"iOn

* K-12 Education
o Maintain prior year funding allocation for local current expense

Classified pay plan increase G a p

O
o Technology and non-bond eligible capital
o Bond program

« Community College
o Maintain prior year funding allocation for local operating expense
o Capital Outlay
o Debt service and bond program to support economic development
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Timeline on Next Steps

SB889 is not yet scheduled for a vote in the NC House

If approved, the bill would require the Governor to sign.

Should the Board of Commissioners adopt a budget on June 18, then staff will
bring back amendments to reduce the budget ordinance.

The County has met statutory requirements under NC159 by:
¢ Receiving department budget requests by April 30
¢ Presenting a recommended budget by June 1
o Holding a public hearing (tonight)
o Potentially adopting a budget ordinance no earlier than 10 days after the budget was presented
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Session Law 2026-5 (HB1089) -
Constitutional Cap Referendum




House Select Committee

« The North Carolina House of Representatives created a Select Committee on
Property Tax Reduction and Reform.

 The Committee recommended a statewide ballot referendum giving the General
Assembly the ability to limit the amount by which the levy of taxes on property may
Increase, including possible exceptions.

* The referendum legislation passed the House and Senate on May 20, 2026, and
was chaptered as Session Law 2026-5 on May 21, 2026.

'[JFOR  [JAGAINST
Constitutional amendment requiring limits on property tax mcreases by local
governments."
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House Select Committee

Goal of bill is to limit the amount
by which the authorized property
tax levy could Dbe Iincreased
during the annual budget cycle.

Guilford County Government

HOUSE BILL 1089:
Const. Amend. Property Tax Levy Limit.

2025-2026 General Assembly

Committee: Senate Rules and Operations of the Senate Date: May 20, 2026
Introduced by: Reps. Echevarna, Howard, Setzer, Paré Prepared by: Nicholas Giddings
Analysis of: First Edition Staff Attorney

OVERVIEW: House Bill 1089 is a recommendation of the House Select Committee on Property Tax
Reduction and Reform and would submit to the voters of North Carolina the question of whether to
ameni the State Constitution to require the General Assembly to enact legislation limiting the property
tax levy increase by counties and cities.

CURRENT LAW: The State Constitution may be amended by either a constitutional convention or by
legislative action. An amendment proposed by legislative action must be approved by a vote of three-
fifths of each house and submitted to the voters of the State. If a majority of the voters of the State approve,
the amendment becomes effective either the January following the public vote or the date provided in the
enactment.

The North Carolina Constitution (1) vests in the General Assembly the authority to grant umits of local
government the ability to levy property taxes and (i1) requires the authorization of those levies to be for
purposes authorized by general law uniformly applicable throughout the State. The North Carolina
General Statutes currently limits the authorization of property taxes generally to a maximum rate of 51.50
per 5100 of value.

BILL ANALYSIS: House Bill 1089 would submit to the voters of North Carolina, the question of
whether to amend the State Constitution to require the General Assembly to enact limits on the amount
by which the authorized property tax levy could be increased and allow for exceptions applicable to the
limitations enacted.

The ballot question would be considered at the statewide general election to be held on November 3, 2026,
and the ballot question would read:

"Constitutional amendment requiring limits on property tax increases by local governments."

EFFECTIVE DATE: House Bill 1089 would be effective when it becomes law. If approved by a majority
of the voters in the November 3, 2026, election, the amendment to the North Carolina Constitution would
become effective upon certification of the referendum results.




House Select Committee

Each limit affects a different term of
the property tax equation:

The flowing slides include
information that was shared
with the House Select

Committee on December 17, Assessment Limits Affect: Rate Limits Affect: Levy Limits Affect:

! D |

[Property Tax Base] x [Property Tax Rate] = Tax Revenue
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Summary of Limits

The Select Committee reviewed three types of assessment limits:
Assessment Limits
 Restricts growth in the assessed value of taxable property (i.e., limit the tax
base)

Rate Limits
 Restrict the tax rates leviable by a taxing jurisdiction (i.e., limit the ability to
increase the tax rate)

Levy Limits
 Restrict the overall property tax revenues that local governments are allowed to
collect (i.e., limit collectible revenue)
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House Select Committee

Each limit affects a different term of
the property tax equation:

Assessment Limits Affect: Rate Limits Affect: Levy Limits Affect:

! ! !

I_[Property Tax Base]/x [Property Tax Rate] = Tax Revenue
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House Select Committee — Assessment Limit

Figure 4:Types of Property Covered by Assessment Limits (2024)

B All Real Property (6)

All Real Property (But Lower
Cap for Homesteads (3)

@ Homestead or Residential
Only (8)

Source: Creoted with mapchart.net.
*Note: See appendix 3 for notes on specific states. New York's assessment limit is only for New York City and Nassau County.

https.//go.lincolninst.edu/property-tax-limits-pd.pdf

1. California — Proposition 13

The assessed value of a property
cannot (ncrease by more than 2%
annually over its base value, unless
the property undergoes a change in
ownership or new construction
takes place

2. Florida — Save our Homes Amendment

Limits annual property tax
assessment increases on primary
residences with a Homestead
Exemption to a maximum of 3% or
the Consumer Price Index (CPI),
whichever (s lower
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House Select Committee

Each limit affects a different term of
the property tax equation:

Assessment Limits Affect: Rate Limits Affect: Levy Limits Affect:

! ! !

[Property Tax Base] X [Property Tax Rate] ~ Tax Revenue
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Property Tax Rate Limits

The Select Committee reviewed two types of tax rate limits:
1. Specific Rate Limits
« Cap the tax rate for individual types of local governments

2. Overall Rate Limits
« Cap the total combined tax rate of all overlaying local governments
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House Select Committee — Rate Limit

Figure 2: States with Property Tax Rate Limits (2024)

1. North Carolina

e * Property tax rates are capped

.V at $1.50 per $100 of assessed

g .. ] value for each separate taxing
S Jurisdiction.

2. South Carolina
R « Local governments in South
Overall Rate Lt Carolina may not increase the
o general-purpose millage rate
by more than the sum of
inflation and population

Source: Created with mapchart.net.

https.//go.lincolninst.edu/property-tax-limits-pd.pdf gro wth
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House Select Committee

Each limit affects a different term of
the property tax equation:

Assessment Limits Affect: Rate Limits Affect: Levy Limits Affect:

! ! !

[Property Tax Base| x [Property Tax Rate] = Tax Revenue _I
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Levy Limits

The Select Committee reviewed one type of tax revenue limit:
1. Levy Limit

* Restricts the total dollar amount of property tax revenue a local
government can collect; the levy limit does not apply to the tax rate or an
individual homeowner’s tax bill. The levy limit prevents the total dollar
amount from growing too quickly.

« Use a formula to control growth, typically capping the increase over the
previous year’s total levy to a small, fixed percentage or the rate of
(nflation.

« Most states allow the local government to exceed the levy limit through
formal override mechanisms (voter referendum or governing body vote)
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House Select Committee - Levy Limit

1. Massachusetts's Levy Limit
* The total tax levy can only
increase by 2.5% annually (plus
revenue from new growth)

Figure 7: Local Governments Subject to Levy Limits (2024)

2. New York
* Property tax levies generally
cannot increase by more than
2%, or the rate of inflation,
whichever (s lower. Requires a
L\ supermajority override of
s ' o | M| m Moniipsites,Counties governing board.

& XN\ M~ ' S and School Districts (17)

~o TN - - 5O 3
o Municipalities and (9)
Counties

Note: See appendix 3 for notes on specific states. 2 vel of ;
Source: Created with mapchart.net. i g')‘e Level of Government

https.//go.lincolninst.edu/property-tax-limits-pd.pdf
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House Select Committee

Each limit affects a different term of
the property tax equation:

Assessment Limits Affect: Rate Limits Affect: Levy Limits Affect:

! ! !

[Property Tax Base] x [Property Tax Rate] = Tax Revenue
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Summary

HB1089 itself does not set a formula to determine a cap, that
would occur during long session starting next year.

The General Assembly of North Carolina enacts:

SECTION 1. Subsection (3) of Section 2 of Article V of the North Carolina
Constitution reads as rewritten:

"(5) Purpesesofpropertytax—Property tax purposes, imitahion. The General Assembly

shall not authorize any county, city or town, special district, or other unit of local government to
levy taxes on property, except for purposes authorized by general law umformly applicable

- - ap— . ; - ; P -
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who vote thereon. The General Assembly shall enact general laws hmiting the amount by which
the levy of taxes on property mav increase, which mav include exceptions.”
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Tax Levy Limit of Inflation+Population Growth

(Scenario)

A 3.7% limit on the increase in the tax levy (revenues)
would result in a potential cap of ~$23-26 million,
limiting the tax rate growth to ~0.90 cent, depending on
how the legislation addresses natural growth in
assessed value from new construction.

. 3 X rope! S il
P Ac ] ~_$«‘»  propert
- : s ) i i paid
e
$500,000,000 ~ 2016 | $356,139,375 | $356,139,375 $0
2017 | $361,330,000 | $359,953,844 | $1,375,186 | Property Tax
$400,000 000

Guilford County

Property Tax Revenue FY 2016-26 vs. Levy Limit (Inflation Rate + Population Growth)

I 2030 ] $900.200,790 | $300,800,052 | {3 de1,903) | Revenue with Assessed Value Base Base Tax Maximum Maximum
R | 201 | $372.670,000 | $380.319,581 | (87.449,581) | Limit 2.2% Growth Rate Le Tax Rate
2020 | $380,850,000 | $392.921,670 | ($12,071,670) |
=) [ [P P FY2027 643,777,000  104,749,520,000 0.6190
$200,000,000
2022 | $402,140,000 | $40AT7, 001 L (07,8%7,881) | FY2028 667,596,749 107,054,009,440 14,086,480 0.6190 23,819,749 0.6236
100,000,000 2023 | $502.484 435 $430.829,452 $71,664,983
2024 | $515,509,000 | $469,345,638 | $46,163,362 | FY2029 692,297,829 109,409,197,648 14,396,382 0.6190 24,701,080 0.6328
- 2025 | $530,850,000 | $493,592,249 | $37,267,751 |
2016 2017 2018 2019 2000 2021 2032 2023 2004 2008 2006 2026 | $sa2,425,000 | $513.482,820 | $28,962,180 | FY2030 717,912,848 111,816,199,996 14,713,103 0.6190 25,615,020 0.6420
e ACtuBl Property Tax Revenue e Property Tax Revenue with Levy Limit 10-Year Total ”’1‘1"12‘“.‘
E—— e FY2031 744,475,624 114,276,156,396 15,036,791 0.6190 26,562,775 0.6515

* . . .

https://www.johnlocke.org/how-much-is-too-much-an-analysis-of- PrOJeFt?d base gl;OWth in total EXPENSES 15 between $22 -

property-tax-revenue-growth-in-the-states-most-populous-counties/ $25 million, of which, some would be offset by growth N
property tax, sales tax, federal/state and other revenues.
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Additional Impact

Rural Fire Districts

* If the tax levy cap applies to Fire Districts, the county will need to consider
the long-term sustainability of specific districts.

« Volunteer rates continue to decline, resulting in the need for paid staff
and revenue to support growing increase personnel expenses.

« Additional paid staff will be necessary as growth occurs to maintain a

standard of coverage, or the ability to get a certain number of fire fighters on
scene within a certain amount of time.

o Staff will need to explore fiscal sustainability plans of districts and the
strategic location of new stations.
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State Budget Framework




Proposed Budget Framework

Leadership in the NC House and NC
Senate held a joint press conference on
Tuesday May 12 to share an outline of
a budget framework.

* No appropriations bill or legislation
has been filed.

* No timeline or specific dates have
been communicated, but we
understand action should occur over
the next two weeks.
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Proposed Budget Framework

 Largest local impact is the proposed funding Conference Teacher Salary Schedule

SC hedU|e for teac hers_ :r:urrentf FYl:'&l:E—EE F'rzg:uf::?- '!il:::h;nge '}E!ihafnge
) . Experience Schedule Starting stem) step)
« The average increase for teachers is 8%; however, A R e
Guilford County Schools generally place the most s |5 aaae| i ame| avw| 1asw
o e . . a 5 4400 | & 3,900 11.49% 12,59
tenured positions on state funding allotment; S |5 aars|s sss0o| oew| 117w
. . . o . =3 5 4572 S 5,000 S.4% 10.5%
while local funds are cover more junior positions. 7|5 sseals sosal  eawl o
9 5 4:84—4 5 5:150 6. 3% E'.-?']ﬁ
« The distribution of salary increases will more ol ek mm I i
heavily fall on locally funded positions (773 12 |5 cmoe|: caes|  com| v
positions) at an average of 13%. 1s |5 s3ss|s oes2|  sow| 5%
) ) i ] 17 | S sass|s ses2|  ssu|  so%
« The BOE is planning to discuss the potential T | E— - ——
legislative impact on June 9t and any additional 21 |5 5asa|s  oes2|  oo%| s
funding requests from the County. 23 |5 5asa|s  oesz| 55| oo
24 5 5338 | 5 5,682 5.5% o 5o
. . . 25+ 5 5595 | & 5,500 5.5% 5.5%
« The BoCC is not required to fund this requests. Aversee Salaryincrease  8.0%
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BoCC Budget Tentative

Adoption Special Called
6/18/26 Meetings

Work Session
6/15/26

&> oF CU'/.,Q.
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