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Introduction 

Property taxes are the primary source of revenue 
for Georgia’s local governments, including school 
districts, raising about two-thirds (66%) of $25.8 
billion in total tax revenue in 2023.1 State 
lawmakers are considering whether to radically 
change the way Georgia’s local governments and 
schools raise revenue by eliminating or 
significantly reducing property taxes on owner-
occupied residential homes, which are known as 
homesteaded properties. These measures largely 
propose substituting property taxes for sales 
taxes.2  

On average, sales taxes already consume a 
larger share of earnings than property taxes for 
approximately 95% of households across 
Georgia.3 Replacing property taxes with sales 
taxes is likely to raise the cost of living and would 
do little to address broader affordability concerns 
for most Georgians.  
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Leading estimates show Georgia’s local governments, including school districts, cities and 
counties, generate between $6.6 billion to $8.7 billion in revenue from homesteaded residential 
properties, which include about 65% of homes statewide.4 Property taxes are stable, simple and 
economically efficient ways of raising needed revenues for schools and local governments. 
Residential property taxes also recognize that homeowners receive significant benefits from 
public services and should be taxed fairly to help fund those services at the local level.  

Property Taxes Enable Schools, Counties and Cities to Balance 
Budgets 

Most Georgians Pay More in Sales Taxes Than Income or Property Taxes, Low-and 
Middle-Income Households Pay Highest Share of Earnings 

 

  



 
 
 
 
 
 

3 
 

Entirely offsetting revenues lost from residential 
homesteaded property taxes would likely require 
doubling local sales tax revenues, which raised 
about $8.1 billion or 31% of local taxes statewide in 
2023.5 Currently, sales taxes average 7.42% 
statewide, split between a 4% state sales tax and 
combined local sales tax rates of up to 5%.6 
Regressive taxes push working and middle-income 
Georgians to pay a higher share of what they make 
in taxes. Although both property taxes and sales 
taxes are regressive, shifting from property taxes to 
sales taxes would likely cause low-to middle-income 
Georgians to pay an even higher share of what they 
earn in taxes.  

Under Georgia’s current property tax system, homeowners are eligible for homestead 
exemptions, which allow Georgians who own and occupy their primary residence to exempt a 
share of their home’s value from property taxes. Although Georgia eliminated its state property 
tax in 2015, a homestead exemption of $2,000 in assessed value is available statewide. This is 
complemented by local homestead exemptions that range in value and eligibility criteria. 
Additional statewide exemptions are available for some Georgians, including low-income 
seniors, disabled veterans and surviving spouses of disabled veterans, officers and firefighters.7 
In 1999, lawmakers also created the Homeowner Tax Relief Grant, which has since been used 
to deliver one-time homestead exemptions of up to $18,000 for county, city and school property 
taxes through state appropriations. In the Amended Fiscal Year (AFY) 2026 budget, lawmakers 
allocated $850 million for this program, which is estimated to reduce homesteaded property 
taxes by an average of $500.8 

About 56% ($11.1 billion) of $19.9 billion raised from statewide property taxes funded schools in 
2024, while the remainder funded local services provided by cities and counties.9 This $11.1 
billion in property tax collections accounted for 72% of all local revenues raised by school 
districts.10 Unlike volatile sales taxes, which are likely to fluctuate with economic conditions, 
property taxes are a more stable source of funding for schools.11  

Overall, one-third (34%) of $32.3 billion in total K-12 education funding (2024) is raised through 
property taxes, a figure that is in line with best practices.12 Of this $11.1 billion total, about $6.7 
billion is raised statewide for schools from residential property taxes, with most of that revenue 
coming from homesteaded properties.13 The remaining $4.4 billion in school property taxes is 
raised from other categories of property, including commercial, industrial, agricultural and 
utilities.  
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Eliminating homesteaded property taxes would significantly impact K-12 public school funding. 
Historically, measures reducing property tax revenues in other states led to larger class sizes 
and higher student-to-teacher ratios, which can negatively affect instructional quality and 
student success.14 Studies show revenue losses from property tax cuts contribute to declining 
student outcomes, specifically in reading and math scores.15 Reduced property tax revenues 
can also can cause cuts in staffing and resources for support services such as counselors, 
social workers, librarians and nurses.16 

Overall, Georgians paid $5,391 in per-person taxes in 2023, including $3,056 in state taxes and 
$2,335 in local taxes.17 Although Georgia’s per person state taxes ranked 7th lowest nationally, 
local taxes ranked in the middle of the pack at 26th out of 50.18 In part, this is a product of state 
policy decisions that have pushed localities to carry a higher share of spending for services to 
prioritize keeping state taxes low. Rather than mandating that local governments drastically 
rebalance their budgets to provide outsized tax cuts to some taxpayers and large tax increases 
to others, Georgia lawmakers should consider a more balanced approach that requires 
additional resources from the state. Unlike local governments, the state has a broad array of 
potential revenue sources available to help fund equitable tax cuts for most Georgians in 
addition to strengthening public schools.   

Major Cost Shifts from State to School Districts Contribute to 
Increased Reliance on Property Taxes 

School Districts Now Cover $2.4 billion More in Costs Due to 
Reduced State Funding for K-12 Public Schools 

Statewide Cost Increase for State Health Benefit Plan 
(SHBP) between Fiscal Years 2011 to 2027 $1,504,967,593  

Loss in funds for equalization in Fiscal Year (FY) 2027 due to 
2013 formula change (75th percentile reduced to state 
average after subtracting top/bottom 5%) 

 $584,306,391  

Gap in funds needed to fund annual student transportation 
costs at 50% (Estimated FY 2027)  $331,868,065  

Total  $2,421,142,049  
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Recent state budget cuts reducing funding for public education are one of the primary forces 
adding pressure to residential property taxes in Georgia. As the state of Georgia has 
substantially reduced its funding commitments for schools through health care costs, the 
equalization formula and student transportation, school districts have stepped up to fill the gap, 
which amounts to an estimated $2.4 billion in Fiscal Year (FY) 2027. In 2014, the state funded 
51% of K-12 education costs.19 By 2024, the state’s investment declined to 40% of total costs.20 
During this period, local school districts increased their share of total education spending from 
41% to 48%, while a smaller increase in federal funding helped to make up the remainder of the 
gap left by the state.   

After passing upwards of $2.4 billion in annual costs on to school districts, state lawmakers are 
seeking to further intervene by restricting how local schools raise funds to balance their 
budgets. These cost shifts to local districts have added upward pressure to property taxes 
because school districts have few other options to raise the revenues needed to educate 
students. Instead of mandating that local governments shift from raising revenue through 
property taxes to raising revenue through more regressive sales taxes, Georgia’s leaders could 
restore state funding for school employee health insurance costs, equalization and 
transportation. Increasing state funding for schools could help to reduce local reliance on 
residential property taxes without compromising the educational opportunities available to 
students.   

Major Property Tax Measures Under Consideration During 2026 
Legislative Session 

House Resolution (HR) 1114 and House Bill (HB) 1116 

HR 1114 and HB 1116 would dramatically change the way local governments and schools raise 
revenue by reducing residential homesteaded property taxes by 75% between 2027 and 2037.21 
This would be accomplished by reducing statewide assessments by three percentage points 
annually and eventually reducing property tax assesments from 40 percent of market value 
down to 10 percent of market value. Local governments and schools would be expected to turn 
to raising revenue by increasing sales taxes, likely raising taxes for working and middle-class 
Georgians. 

Serious questions remain over how local sales taxes could raise enough revenue to eliminate 
residential homesteaded property taxes statewide without deep budget cuts. To make up part of 
the gap, the legislative package would create a Homeowner’s Tax Relief Fund by designating 
approximately $760 million in sales tax revenue raised from data centers to provide grants to 
counties, municipalities and school systems.22  

Rather than shifting from one regressive tax in the property tax to another even more regressive 
tax through the sales tax, legislators could consider funding property tax relief grants by 
allocating state funds to unwind the recession-era cuts made to public schools. Ultimately, 
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substituting property taxes with sales taxes would do little to address affordability concerns for 
most Georgians, while risking the possibility of widespread tax increases and heightened 
volatility from year-to-year. However, the state-funded component of the legislative package 
may provide an opportunity for compromise by recognizing that additional state resources are 
required to enable meaningful property tax relief.  

Senate Resolution (SR) 811 and Senate Bill (SB) 530 

SR 811 and SB 530 dedicate $2.8 billion in state and local revenues from data centers and 
insurance companies to finance property tax circuit breaker grants for renters and 
homeowners.23 These same measures were also introduced as HB 1468 and HR 1503. 
Property tax circuit breakers would help to ensure that costs from property taxes and 
homeowners insurance, as well as rent, do not become unaffordable for working and middle-
income Georgians.  

The legislative package dedicates revenues from the state’s existing insurance premium tax, in 
addition to revenues raised from eliminating the tax break for high-tech data center equipment, 
along with tax breaks for insurance abatements and special deductions for life insurance 
companies. Based on FY 2027 estimates, this bill would dedicate $2.2 billion in state revenues 
(including $1.4 billion from the insurance premium tax and $760 million from data centers) in 
addition to $645 million in local data center revenues.24  

The package funds two programs. First, through the Georgia Property Tax Fairness Credit 
program, the state would issue refundable tax credits of up to $2,500 to ensure that working and 
middle-income Georgians do not spend more than 5% of their income on property taxes and 
homeowners’ insurance or more than 33% of their income in rent. Second, at the local level, 
revenues from data center sales taxes would be dedicated to increasing residential homestead 
exemptions.  

This bill is revenue-neutral and delivers property tax cuts and relief for renters without passing 
the buck to school systems or local governments. It is also structured to make up for revenue 
losses school systems have seen with $2.2 billion in new state funding. Importantly, the primary 
mechanism for property tax and renter relief is financed at the state level, allowing local 
governments needed flexibility if revenue projections for data centers and insurance companies 
change in the future.  

Senate Bill 382 

SB 382 removes the option for local governments and school districts to opt out of the statewide 
Georgia Local Option Property Tax Exemption that was enacted in 2024.25 When voters 
approved the constitutional amendment established through HR 1022 (2024) and enabled by 
HB 581 (2024) and HB 92 (2025), Georgia created a floating statewide homestead exemption to 
restrict taxable home values (also called assessed values) from increasing above the rate of 
inflation from year-to-year.  
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However, when given the option to opt out, 68% of school districts and 30% of counties decided 
not to enact the measure, citing funding concerns.26 SB 382 would unilaterally pull the rug out 
from under school districts and local governments that have already made clear they cannot 
afford the revenue losses that would accompany a cap on taxable home values. Instead of 
passing another unfunded mandate down to the local level, Georgia’s leaders would be wise to 
focus on allocating additional state resources to finance equitable property tax reductions for 
both owners and renters.  

Appendix: K-12 Public Education Impact of Recent State Budgetary 
Decisions Shifting Expenses to School Districts 

Property tax policy is inextricably linked to public school funding. Over the past two decades, 
school leaders have navigated large scale policy changes driven at the state level. As a result, 
schools have become more reliant on property taxes. Three areas, including increased State 
Health Benefit Plan (SHBP) costs, reduced equalization grants and shouldering a higher share 
of student transportation costs have contributed to a $2.4 billion increase in education costs 
paid by school districts annually. These policy changes have resulted in less funding over time 
from the state to school districts, causing negative impacts on day-to-day operations for 
Georgia’s public schools.  

State Health Benefit Plan  

State Health Benefit Plan Rates Have Spiked; Shifting Higher Costs to Local School 
Districts for Non-Certified Staff 

 
Source: Governor’s Budget Report, Fiscal Years 2010-2027 
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The State Health Benefit Plan is the state’s health insurance coverage for teachers and public 
school employees in Georgia. In 2011, state lawmakers made significant cuts to funding for 
SHBP coverage of “non-certified” or “classified” school district employees, such as bus drivers, 
nurses, nutrition workers and custodians. Schools pay the employer share of health insurance 
premiums for an estimated 62,300 classified employees in addition to about 4,900 locally paid 
educators for a total of 67,200 employees 

In FY 2023, the per member per month (PMPM) rate for non-certified staff spiked from $945 to 
$1,580 in FY 2024. This change alone has caused considerable financial stress for local 
districts. In FY 2027, the per member per month (PMPM) rate is set to increase even further, 
growing by 8% from $1,885 to $2,028. Overall, annual costs per employee have increased from 
$1,953 (FY 2010) to $24,336 (FY 2027). In total, school districts will pay $1.5 billion more for 
SHBP costs for their employees in FY 2027 due to cost increases since FY 2010. 

Equalization Grants 

When Georgia’s Quality Basic Education (QBE) funding formula was adopted in 1985, the state 
equalized schools up to the 90th percentile of districts. This means that the state provided extra 
funds to less wealthy districts to help them nearly reach the funding levels raised by the 
wealthiest districts. In 2000, the legislature lowered the benchmark for equalization to the 
75th percentile. After the Great Recession, Georgia lawmakers again lowered the equalization 
formula to where it sits currently: the state average after removing the top and bottom 5% of 
districts.  

 

The FY 2027 budget includes $1.2 billion for equalization. A 25-percentage-point increase from 
the statewide average to the 75th percentile would cost at least $584 million. If the state invested 
resources to bring all school districts to the 75th percentile, these funds would help to level the 
playing field and ensure that all districts can provide the same standard of public education 
statewide.   



 
 
 
 
 
 

9 
 

Student Transportation 

In Georgia, over 930,000 students, or approximately 53% of all K-12 public school students, ride 
the school bus.27 Historically, the state paid 49% of transportation costs under the QBE formula 
dating back to 1996.28 However, over time, Georgia has invested considerably less funding for 
student transportation, leaving school districts to bridge the gap. Although the state has made 
progress to increase formula funding for student transportation from $163.2 million in FY 2024 
to $402.6 million proposed in Gov. Kemp’s FY 2027 budget, a significant gap remains to restore 
a 50-50 state and local split.29   

Local School Districts Continue to Fund Most Student Transportation Costs 

 

Source: Georgia Department of Education, District Financial information All System Expenditures: Student 
Transportation Service; Bureau of Labor Statistics, CPI Inflation Calculator. Note: Local funding and total funding 
figures for Fiscal Years 2025, 2026 and 2027 are estimated by GBPI.  

In FY 2027, the state plans to contribute about 28% of $1.52 billion in estimated student 
transportation costs through $402 million in recurring funding and $25 million in one-time funds 
to replace 270 school buses.30 Closing the student transportation funding gap to 50% would 
cost at least $332 million annually in additional state funding.31 This change could also help 
school districts to refocus resources from covering essentials to investing in strengthening 
instruction and offering more educational opportunities to students.  
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