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Executive Summary

This policy guide presents four state legislative reforms to protect vulnerable
homeowners in Texas from steep property tax hikes and create a more equitable
tax system. Texas' property tax system creates significant challenges for low-
and moderate-income homeowners, particularly in neighborhoods with rapidly
rising property values. Many homeowners with fixed incomes or limited resources
face tax increases that outpace their ability to pay, jeopardizing their financial
security and housing stability. Current property tax exemptions fail to provide adequate
and equitable protections for these homeowners, underscoring the need for reform.

Recommendations for Reform

@ Enable flat-dollar residential homestead exemptions.

* A flat-dollar exemption is the most equitable form of uniform tax relief for homeowners.
A flat-dollar exemption of $50,000, for example, reduces a home’s taxable value by
$50,000, offering consistent tax relief across the board.

e In 2023, Texas voters overwhelmingly approved a $100,000 flat-dollar exemption for
school district taxes, demonstrating broad support for this approach. Other local taxing
jurisdictions, including cities and counties, are restricted to a percentage-based
exemption, which favors owners of high-value homes.

@ Adopt a property circuit breaker program for income-eligible homeowners.

* Circuit breaker programs provide a property tax credit or rebate when taxes exceed a
specific percentage of a low-income homeowner’s household income.

* Property tax circuit breaker programs are the most effective tool for providing targeted tax
relief for homeowners facing high property tax burdens relative to their income. Texas is
one of just six states that currently does not offer any income-targeted property tax relief
for homeowners.

@ Require sales price disclosure for properties.

 Sales price disclosure laws require the disclosure of a property’s sale price whenever
property is sold, improving assessment accuracy and fairer distribution of tax burdens.
Texas is one of only 12 states without such a law.

 Sales price disclosure laws, which vary in structure and scope, often focus on commercial
and industrial sales, which are the most commonly undervalued properties.

Restore homestead exemptions for undocumented homeowners.

e Until 2012, all taxpayers in Texas could access a homestead exemption on their primary
residence, regardless of immigration status. Reinstating access to the state’'s homestead
exemption for undocumented homeowners would foster community stability and
economic security for families across the state.
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Foreword

In our efforts to deliver equitable development in the West Dallas
community, residents — while appreciative of our affordable
housing initiatives — repeatedly voiced concerns about rapid and
unsustainable increases in their property tax bills. In some cases,
families saw their bills spike by more than $2,000 from one year
to the next, leading to increased displacement pressure. As a firm,
weunderstood that addressing property tax concerns effectively

would require both service-based and systemic solutions.

To provide temporary relief, Builders of Hope Community
Development Corporation (BOHCDC) created the West Dallas
Property Tax Assistance Program (PTAP), which directs financial
relief to legacy residents struggling to pay their tax bills. While the
fund is highly impactful, policy change is needed at the legislative
level to assure long-term relief is provided to vulnerable residents.
We are honored to partner with the University of Texas School of
Law’s Housing Policy Clinic to create this Texas Property Tax Reform
Policy Guide — an initiative aiming to offer meaningful, well-vetted
policies to provide much needed relief to Texas homeowners who

need it most.

J. A. Armstrong lll, President & CEOQ, Builders of Hope CDC
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Introduction’

Texas' property tax system creates significant challenges for low- and moderate-income homeowners,
especially in neighborhoods with rapidly rising property values. Large tax increases often outpace
residents’ ability to pay, leading to financial strain and displacement. This guide outlines four property
tax reforms designed to foster a more equitable system and protect vulnerable homeowners from these
pressures:

* Allowing cities and counties to adopt a flat-dollar residential homestead exemption
» Adopting a circuit-breaker program for low-income homeowners
* Requiring sales price disclosure for properties

* Reinstituting the homestead exemption for undocumented homeowners

Understanding the Issue

In recent years, many long-time homeowners in low-income Texas communities have faced steep and
disproportionate property tax hikes due to redevelopment pressures and a surge in property values. For
example, in one older Dallas neighborhood, the average home price increased from $75,325 in 2016 to
$239,722 in 2023.2 Property taxes for many residents in the community quadrupled, straining limited
budgets and exacerbating housing instability.®

Despite existing programs to reduce property tax burdens, Texas' current system falls short in protecting
low- and moderate-income homeowners and is inequitable in many ways. For instance, the lowest-
income homeowners in Texas spend 1.7 times more of their income on property taxes compared to the
wealthiest homeowners.*

Additionally, state law excludes undocumented homeowners from accessing homestead exemptions,
leaving them with significantly higher property tax burdens and financial strain than their neighbors.
Texas is also one of the few states that does not require property sales price disclosure, resulting in
under-assessments of high-end commercial properties and shifting the tax burdens onto low- and
moderate-income homeowners.

State law further restricts cities and counties from providing tax relief that is targeted to those taxpayers
who need the relief the most. The one local exemption cities and counties have authority to adopt for
homeowners who are not disabled or 65 or older is an optional percentage homestead exemption — a
tax break tool that disproportionately benefits owners of high-value homes. For example, the owner of a
$200,000 home in Dallas receives $280 in city property tax relief, while the owner of a $10 million home
enjoys a $14,100 tax reduction.®
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Policy Guide Overview

The legislative reforms in this policy guide aim to address these inequities and equip cities and counties
with stronger tools to help low- and moderate-income residents remain in their homes and communities
when their property values rise. For each tool, the guide provides, where available:

* A policy overview

» Key reasons for prioritizing the reform
* Examples from other states

* Additional considerations

* Relevant Texas legislation

* Resources for further exploration

The last part of the policy guide highlights two additional reforms not included in the policy guide's
recommendations. The first reform — lowering the state’s appraisal cap — would likely worsen inequities
in Texas' property tax system. The second reform concerns changing the state's property tax appeals
system. While outside the scope of this policy guide, reforming the appeals system is crucial for
addressing inequities and warrants further consideration.
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Policy #1 - Local Option Flat-Dollar Homestead Exemption

What is it?

This reform would allow local taxing jurisdictions in Texas to adopt a homestead exemption that reduces
the taxable value of a homestead by a fixed dollar amount. While state law provides cities, counties, and
other local taxing entities with the option of providing a flat-dollar exemption to homeowners who are
disabled or 65 or older,® state law restricts them from offering other homeowners relief except through a
percentage-based exemption of up to 20%.”

Unlike percentage-based exemptions, a flat-dollar homestead exemption provides uniform tax relief for
homeowners, giving all homeowners the same reduction in taxable value, regardless of their property’s
market value. For example, Texas currently provides a statewide $100,000 flat-dollar exemption for
school district taxes.® Whether a home is valued at $100,000, $500,000, or $10 million, the taxable value
is reduced by $100,000, offering consistent tax relief across the board.

Why this Policy?

Allowing local jurisdictions to adopt flat-dollar exemptions would enable them to provide fairer tax relief
strategies tailored to the needs of their communities. Under the current system, the percentage-based
exemption disproportionately benefits owners of high-end homes. For instance, a 20% exemption on a
$100,000 home reduces the taxable value by $20,000, resulting in a city property tax break of about
$140 for a Dallas homeowner. In contrast, the same exemption on a $10 million home reduces the
taxable value by $2 million, yielding a $14,100 tax break. Figure 1 provides a statewide breakdown of how
the percentage exemption disproportionately benefits the highest income households in Texas.

FIGURE 1: A Percentage Exemption Favors the Highest Income Households
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A flat-dollar exemption ensures all homeowners receive the same level of tax relief, regardless of their
home’s value, making it a far more equitable tool. By empowering local governments to adopt this
approach, the state can better support low- and moderate-income homeowners and provide relief
tailored to local needs.
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Examples From Other States

Several states have adopted flat-dollar homestead exemptions or authorize cities and counties to adopt
aflat-dollar exemption. Examples of jurisdictions with a flat-dollar exemption for all homeowners include:

¢ Florida ($25,000, and then an additional $25,000 on the assessed value of the home
greater than $50,000)°

« Kansas ($75,000)™°
* Louisiana ($75,000)"
* Philadelphia, Pennsylvania ($100,000)%

e Fulton County, Georgia ($30,000)8

Other Considerations

» Transition period and caps: Legislation needs to address how to transition from existing
percentage-based exemptions to flat-dollar exemptions, such as providing existing
homeowners with the option to retain their current exemption or opt into the flat-dollar
exemption. Legislation also needs to consider whether to place a cap on the exemption
amount that local jurisdictions can adopt.

» Constitutional amendment: A constitutional amendment would be required to grant local
jurisdictions the authority to adopt flat-dollar exemptions.

Prior Legislation Filed

» Senate Bill 279/Senate Joint Resolution 20, 84th Legislature, Regular Session (2015), by
Senator Watson: Allowing cities, counties, and other jurisdictions to adopt a flat-dollar
homestead exemption of at least $5,000.

e Senate Bill 854/Senate Joint Resolution 18, 88th Legislature, Regular Session (2023),
by Senator West: Providing counties with the authority to adopt a flat-dollar homestead
exemption, with a cap of $100,000. Identical legislation: House Bill 2054/House Joint Res-
olution 108, by Representative Jones.

For More Information

» Jon Gorey, Lincoln Institute of Land Policy, This Simple Policy Tool Can Make Property
Taxes Fairer and Ease Homeownership Hardship (Dec. 6, 2022).%

» Adam H. Langley and Joan Youngman, Lincoln Institute of Land Policy, Property Tax Relief
for Homeowners (November 2021), Chapter 4.1

» Center for Public Policy Priorities, The Flat-Dollar Homestead Exemption: A Better Way to
Help Texas Homeowners (July 2017).16

Property Tax Reform Policy Guide: Creating a More Equitable and Fair Tax System for Texas Homeowners | 8


chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.capitol.state.tx.us/tlodocs/84R/billtext/pdf/SJ00020I.pdf
https://capitol.texas.gov/BillLookup/History.aspx?LegSess=87R&Bill=SJR18
http://	•	House Bill 2054/House Joint Resolution 108
http://	•	House Bill 2054/House Joint Resolution 108

Policy #2 - Circuit Breaker Program

What is it?

Circuit breaker programs provide targeted tax relief for low-income homeowners whose tax burdens are
disproportionately high relative to their income. Much like an electrical circuit breaker protects against
overloads, a property tax circuit breaker shields vulnerable homeowners from excessive tax burdens.

States across the country have adopted circuit breaker programs, with designs varying widely. The
most common approach offers a tax credit or rebate when property taxes exceed a set percentage of a
homeowner’s household income.” For example, in a program with a 4% threshold, a homeowner earning
$25,000 would receive a credit for any taxes above $1,000 (4% x $25,000). Many states use a tiered
system with lower thresholds for the lowest-income homeowners, ensuring greater relief to those most
in need.

Key considerations when designing a circuit breaker program include:
* Income eligibility limits: What is the maximum income a homeowner can have to qualify?

* Scope: Should the program target all low-income homeowners or specific groups, such as
seniors and persons with disabilities?

e Credit caps: Should there be a maximum credit amount to manage costs while providing
meaningful relief?

Why this Policy?

Circuit breaker programs are one of the most effective tools for delivering targeted property tax relief
to homeowners who need it the most. Unlike income taxes, property taxes are not based on a person'’s
ability to pay. As home values rise, many low-income homeowners face steep tax bills that jeopardize
their financial security and housing stability.

In contrast to the general homestead exemption, which distributes tax relief to allhomeowners regardless
of need, circuit breaker programs are highly targeted, specifically aiding those who cannot afford their
property taxes. By tying tax relief to financial capacity, circuit breaker programs are better equipped to
prevent displacement and serious financial strain among vulnerable homeowners.!

In addition to protecting individual homeowners, circuit breaker programs help stabilize housing and
strengthen communities. High property tax burdens on homeowners of limited means can lead to
deferred maintenance, property deterioration, and foreclosure. By safeguarding families’ financial
security, circuit breakers enable homeowners to maintain and remain in their homes, supporting
community health and resilience.

Finally, circuit breaker programs advance fairness and equity in tax policy by ensuring relief is directed to
those most affected by high property tax burdens. This approach addresses disparities in the tax system,
fostering a more just and inclusive framework.
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Examples From Other States

Forty-four states provide some form of income-based property tax relief for homeowners, including 29
that have implemented traditional circuit breaker tax programs. These programs vary in scope; some
serve only low-income seniors, while others are available to all income-eligible homeowners. Many states
also extend their circuit breaker programs to renters, recognizing that property taxes are often passed
on through rent.

Texas is one of only six states that does not offer income-targeted property tax relief for homeowners
such as the circuit breaker program. For more information on other states’ policies, the Institute on
Taxation and Economic Policy provides a comprehensive list of states with circuit breaker programs at
https://itep.org/property-tax-affordability-circuit-breaker-credits/.

Other Considerations

» Income verification: Since Texas has no income tax, homeowners would need to provide
proof of income to qualify. The program could be administered as a rebate through the
Texas Comptroller's office or as a property tax credit administered by local appraisal
districts and tax assessor offices.

» Scope: A circuit breaker law could apply to all property taxes paid by income-eligible
homeowners or provide cities and counties with the option of adopting a circuit breaker
program, with relief applying only to the taxes levied by participating cities and counties.

» Administrative structure: A property tax credit would require a state constitutional
amendment, whereas a rebate program might not. However, a rebate program could be
more complex to administer and would likely result in lower participation rates.

Prior Legislation Filed

* House Bill 2480 and House Joint Resolution 90, 86th Legislature, Regular Session (2019),
by Representative Rosenthal: Providing local governmental entities with authority to adopt
a property tax cap for low-income homeowners in a homestead exemption district.

e House Bill 3920 and House Joint Resolution 116, 85th Legislature, Regular Session (2017),
by Representative Thierry: Similar scope to HB 2480 and HJR 90.

For More Information

» John H. Bowman, et al, Lincoln Institute of Land Policy, Property Circuit Breakers (May
2019).1°

» Carl Davis & Brakeyshia Samms, Institute on Taxation and Economic Policy, Preventing
an Overload: How Property Tax Circuit Breakers Promote Housing Affordability (May 11,
2023).20

» Every Texan, Why “Circuit Breakers™ Are the Way to Control Property Taxes (Aug. 20, 2020).%
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Policy #3 - Requiring Sales Price Disclosure of Real Property

What is it?

Sales price disclosure laws require the reporting of a property’s sale price when a property changes
hands. A sales price disclosure law can be structured in many different ways. These laws can be tailored
to apply to all properties or just commercial and industrial sales, which are often undervalued. Disclosed
prices can become part of the public deed records or be shared exclusively with appraisal districts and
not become part of the public record.

Why this Policy?

According to the International Association of Assessing Officers, which adopts best practices for fair
assessment standards in property tax systems, a key law for ensuring fair and accurate property
assessments is requiring the disclosure of sales prices.?? Texas generally appraises properties based
on market value, but without mandated sales price reporting, appraisal districts lack complete data —
especially for high-end homes and commercial properties.?® Instead, districts rely on incomplete sources,
such as Multiple Listing Services, which often cover only more moderately-price residential sales.

This data gap leads to disparities: Residential properties are typically assessed closer to market value,
while high-end and commercial properties are undervalued.?* This shifts the tax burden disproportionately
onto low- and moderate-income homeowners.?®

Transparent sales price disclosure eliminates guesswork, enabling fairer assessments and fostering
equity in Texas' property tax system.?®

Examples From Other States

Texas is one of only 12 states that do not require sale price disclosure. The 38 states with disclosure laws
span the political spectrum?” and include Alabama, Oklahoma, Arkansas, Florida, Tennessee, Kentucky,
and West Virginia.

Other Considerations

» Lack of immediate relief: Sales price disclosures would promote long-term equity by
shifting tax burdens away from low- and moderate-income homeowners. However, this
reform would not provide immediate relief for homeowners struggling with rising tax bills.

» No constitutional amendment: This reform would not require a constitutional amendment.

» Prior concerns: Historically, a key argument against requiring sales price disclosures was
that disclosures would lead to the adoption of a tax on real estate transactions. However, a
2015 state constitutional amendment prohibits such tax levies.?®
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Prior Legislation Filed

* House Bill 234, 88th Legislature, Regular Session (2023), by Representative Bernal:
Requiring sales price disclosures for commercial and industrial properties; disclosures
required in recorded deeds; mineral interests excluded.

* House Bill 3939, 87th Legislature, Regular Session (2021), by Representative Talarico:
Requiring sales price disclosures for commercial properties; disclosures made to appraisal
district in a sales disclosure report within 10 days of deed recording; several exceptions
provided.

* House Bill 203, 87th Legislature, Regular Session (2021), by Representative Bernal:
Directing the Comptroller to conduct a study on the impact, feasibility, and advisability of a
property tax system that does not require disclosing real property sales prices.

* House Bill 3260, 87th Legislature, Regular Session (2021), by Representative Thierry:
Providing counties with authority to set up a countywide election for voters to authorize
a disclosure requirement; reporting done via a sales disclosure report with the appraisal
district.

For More Information

» Robert P. Berrens & Michael McKee, What Price Nondisclosure? The Effects of Non-
Disclosure of Real Estate Sales Prices, 85 Social Science Quarterly 509 (2004).2°

» Texas Tax Force on Appraisal Reform, Findings and Recommendations (2007).3°

» James Howard Johnson, Variation in Commercial Property Tax Appraisal Accuracy in
Texas (2012), Dissertation for Doctor of Philosophy in Urban Planning and Public Policy,
The University of Texas at Arlington (Dec. 2012).3

» Dick Lavine, Every Texan, Changes to Improve the Property Tax System (Oct. 27, 2022).32

» Nathan Morey, Unequal and Unfair: Why Texas Should Require Mandatory Sales Price
Disclosure to Reconcile the Texas Property Tax Code with the Texas Constitution, 41 St.
Mary’s L.J (2010).33
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Policy #4 - Reinstituting the Homestead Exemption
for Undocumented Homeowners

What is it?

This policy restores eligibility for the state’'s homestead exemption to homeowners without legal
residency. Until 2012, Texas allowed all homeowners, regardless of immigration status, to access a
homestead exemption on their primary residence. However, a 2011 legislative enactment required
applicants to present a Texas driver's license or state-issued ID — documents unavailable to
undocumented residents — effectively barring undocumented homeowners from a homestead
exemption.3

Why this Policy?

Undocumented residents play a vital role in Texas' economy and communities. Many have lived and
worked in Texas for years, investing in homes where they raise their families. In 2022, undocumented
Texans contributed over $4.9 billion to state and local tax revenues including $1.8 billion in property
taxes.®

Texas law permits individuals to own homes and land regardless of their immigration status. Denying
undocumented homeowners the homestead exemption imposes a disproportionate tax burden,
threatening their financial and housing security. Restoring the exemption would advance the policy goal
of ensuring that all families, regardless of their background, have the opportunity to secure and maintain
stable housing. This policy promotes community cohesion and economic security for families statewide.

Prior Legislation Filed

House Bill 35, 86th Legislature, Regular Session (2019), by Representatives Romero and Zweiner: The
legislation proposed creating a Texas conditional driver's permit for undocumented residents but would
not have extended the use of the permit for purposes of securing access to a homestead exemption.

House Bill 1920, 84th Legislative Session (2015), by Representative Anchia: Allowing homeowners
without a driver’s license or state-issued ID to access a homestead exemption by submitting an affidavit
certifying their residence homestead.

House Bill 636, 83rd Legislature (2013), by Representative Alonzo: Allowing homeowners to access a
homestead exemption with a certificate issued by a Mexican Consulate office.
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Consideration of Additional Tax Relief Policies

In evaluating ways to provide targeted relief to Texans struggling with property taxes and to promote
a fairer property tax system, we considered two additional policies: lowering the state's appraisal cap
and reforming the property appraisal appeals process. While lowering the state’'s appraisal cap is not
recommended due to its disproportionate benefits for higher-income homeowners and limited
long-term relief for low- and moderate-income homeowners, reforming the property appraisal process
shows promise as a means of fostering greater equity and merits further consideration.

Lowering the State’s Appraisal Cap: Not Recommended

Currently, Texas caps the annual increase of homestead's appraised value at 10%, limiting the growth of
property tax burdens. Previous legislation has proposed reducing this cap to 5%. While this change may
seem like a solution to rising property taxes, it would disproportionately benefit wealthy homeowners
while failing to deliver equitable or sustainable relief for lower-income households.3®

For instance, under a 5% cap, the owner of a $100,000 home appreciating by 50% (to $150,000)
would avoid taxes on $45,000 of the increase, saving approximately $900. In contrast, the owner of a
$1 million home appreciating by the same percentage would avoid taxes on $450,000 of the increase,
saving approximately $9,000. These disparities exacerbate inequities in the property tax system by
delivering the largest benefits to wealthier homeowners, as shown in Figure 2. %

Additionally, appraisal caps provide diminishing relief over time and create distortions in the tax system
by shifting tax burdens to new homeowners. As capped properties remain undervalued relative to their
market price, new buyers end up paying disproportionately higher taxes for homes of similar value.3?
This dynamic favors long-term homeowners at the expense of younger or first-time buyers, further
compounding inequities in the housing market.

FIGURE 2: Inequitable Impacts of Appraisal Caps
Property tax savings on homes with a 5% property tax appraisal cap
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$100,000 home $1,000,000 home
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= $900 property tax savings = $9,000 tax savings
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Reforming the Property Appraisal Appeals Process:
Merits Further Consideration

Texas' property appraisal appeals process contributes to inequities in the tax system by enabling
commercial and industrial property owners to reduce their tax liabilities below fair market levels, shifting
the burden onto low- and moderate-income homeowners.*® A significant driver of this problem is the
state's “equity appeals” law,*® which requires appraisal districts to reduce a property’s appraised value
to the median of comparable properties. This process often results in substantial reductions in appraised
values for high-value commercial properties.*

For example, a commercial property in Harris County appraised at $15.2 million was reduced to $10.2
million through the equity appeals process, based on the median appraisal of comparable properties.*
These reduced valuations create a feedback loop in which lower appraised values become benchmarks
for subsequent appeals, eroding the tax base.*® A 2015 Legislative Budget Board report estimated that
the equity appeals process in six counties alone resulted in an annual loss of $70 million to $80 million
in school funding.**

Additionally, Texas laws governing attorneys’ fees in appraisal appeals exacerbate these inequities.
Current law requires appraisal districts to pay the attorneys’ fees for property owners who prevail in
appeals, with fees caps that disproportionately benefit owners of higher-value properties.* This structure
incentivizes frequent appeals by high-value property owners and encourages appraisal districts to adopt
more conservative valuations for these properties, further shifting the tax burden to homeowners.

Reforming the appraisal appeals process would address these systemic inequities, ensuring that
commercial and industrial properties are taxed closer to fair market value and restoring balance to the
tax system.®

Property Tax Reform Policy Guide: Creating a More Equitable and Fair Tax System for Texas Homeowners | 15



Conclusion

Texas' property tax system presents significant challenges for low- and moderate-income homeowners,
particularly in rapidly appreciating markets. Without targeted reforms, many homeowners face rising
tax burdens that threaten their financial security, housing stability, and ability to remain in their
communities. This policy guide highlights four strategies to address these inequities: empowering
local governments with a flat-dollar homestead exemption option, adopting a circuit breaker program to
provide targeted, income-based relief, requiring sales price disclosure for more accurate property
assessments, and reinstating the homestead exemption for undocumented homeowners.

Together, these reforms would create a more equitable and transparent property tax system that
prioritizes fairness and stability. By reducing disproportionate tax burdens on vulnerable populations,
the proposed changes would help protect long-term homeowners, promote community stability, and
foster economic security across the state. With bipartisan solutions available and examples from other
states to guide implementation, Texas has a clear opportunity to take meaningful action to ensure its
property tax system works for all its residents.
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