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Charge on Property Tax Relief: Study and consider methods to 
build on the property tax relief provided by the 89th Legislature. 
Review the cost and benefits of compressing school district tax 
rates and increasing the homestead exemption; whether the 
property tax appraisal system is working as intended, and 
opportunities to improve the system to benefit homeowners and 
businesses; and the economic performance of state tax revenue 
supporting ongoing property tax relief, including the impact of 
exemptions. 

 
I. Methods of Property Tax Relief 
 

A. Compression of tax rates and increases in the homestead exemption have 
reduced school district levies since 2022, but tax levies of cities, counties 
and special purpose districts have continued to increase. 

 
 

Total Property Tax Levies 1994-2025 
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Total Property Tax Levies 1994-2025 
Adjusted for Population and Inflation (1994$) 

 

 
 
B. School district property tax revenue lost to compression and homestead 

exemption is replaced with state General Revenue, which shifts the cost of 
public education from homestead owners to businesses and renters. 

 
• 100% of the benefit of the homestead exemption accrues to 

homeowners, but the cost is paid from General Revenue.  Businesses 
contribute 56.6% of the taxes that fund General Revenue.  Non-
homeowner consumers also contribute taxes to General Revenue. 
 

• The benefit of tax rate compression is shared by all property owners in 
proportion to the taxable value of their property, which is more 
reflective of contributions to General Revenue. 

 

 
 

 
 

C. The property tax system relies on elections to curtail unwanted tax increases. 
When homestead exemptions, appraisal caps, and compression converge, 
the result is that some homeowners pay no school district property tax.  
Homeowners who do not pay school district property tax have no incentive to 
vote against property tax increases (local enrichment and bonds). 
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II.  Effects of a 3% Appraisal Cap (Preliminary Research Results) 
 

A. Appraisal caps do not lower property taxes overall.  Instead, they merely shift the 
tax burden from capped properties to uncapped properties. 

 
B. TTARA estimates that a 3% appraisal cap would result in higher No-New-Revenue 

Tax Rates (NNRTR) and higher tax levies at the NNRTR, unless the Legislature 
enacts stricter limits on property tax rates. 

 
C. The only way to reduce property tax levies overall (rather than merely shift the 

tax burden around) is to limit property tax rates, as the state does with school 
district property tax rates.  Compression and the homestead exemption reduce 
school district property tax levies only because the state also limits the tax rate. 

 
 

Effects of a 3% Appraisal Cap on Appraisal Rolls, Tax Rates and Tax Levies in Five Counties 
(Preliminary Research Results) 
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III. How the New Value Exclusion in the No-New-Revenue Tax Rate (NNRTR) Calculation 
Puts Upward Pressure on Property Tax Rates and Levies 

 
A. The NNRTR is the tax rate that would raise the same amount of tax revenue 

year-over-year for properties on the tax roll in two consecutive years. 
 
B. In adherence to this definition, New Value is excluded from the NNRTR 

calculation.  New Value is the taxable value of new real property 
improvements and the business personal property located within the 
improvements. 

 
C. However, even though New Value is excluded from the NNRTR calculation, 

the adopted tax rate is levied on the New Value.  If the adopted tax rate is the 
NNRTR, the result is a permanent step-up in the property tax levy of a taxing 
unit. 

 
D. The tremendous amount of taxable value that a new data center introduces 

to the property tax roll is a vivid demonstration of this mechanism. 
 
E. The step-up in property tax levies is permanent because the New Value 

excluded in the current year (Line 5 below) would be included in Prior Year 
Total Value (Line 2 below) in the following year’s NNRTR calculation. 

 
 
Effect of New Value Exclusion on NNRTR and Tax Levies for a $10 Billion Data Center 
 

 
 
 


