
What is a Revenue Cap? – A restriction on property taxes that  
counties collect to fund local services and state mandates. 

LOWER REVENUE CAPS: WRONG FOR TEXAS
• A lower cap attempts a one-size-fits-all solution for counties. 

This does not work. Commissioners courts—the locally 
elected governmental bodies—are in the best position to 
determine the right policy decisions for a county.

• A lower cap does not address uncontrollable cost-
drivers that affect counties, like unfunded mandates, 
emergencies and a growth in the demand for services.

• A lower cap hurts the ability of commissioners courts to 
spur economic development by diminishing the flexibility 
to provide economic incentives. The reputation of 
Texas as the “#1 State to Do Business” depends on the 
infrastructure built by Texas local government.

• A lower cap does not address the problems caused by a 
broken appraisal system that causes costly lawsuits and 
unfairly favors commercial properties at the expense of 
residential homeowners and small business owners.

MYTH VS. REALITY

Revenue Caps
(800) 456-5974 • www.county.org •  t @TexasCounties

KEY REVENUE CAPS TERMS

The effective tax rate - The rate a taxing unit needs to 
set in order to generate approximately the same amount 
of revenue it received in the year before on properties 
taxed in both years.

The rollback rate -  The tax rate that would provide 
cities, counties and special purpose districts with about 
the same amount of revenue for day-to-day operations 
as was spent in the previous year, as well as an additional 
percentage (currently 8 percent) to provide flexibility in 
meeting the rising cost of county operations and services. 

Maintenance and operation (M&O) expense - A broad, 
catch-all phrase for all of the expenditures that occur as 
a result of the day-to-day operations of the county.

Interest and sinking (I&S) expense - These are 
expenditures used to pay off a county’s debt, including 
both interest and principal on bonds.
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Myth: A lower revenue cap on counties will solve local 
property tax issues.

Reality: Fixing school finance and structural 
problems in the appraisal system would do much 
more to solve property tax issues than lowering 
the revenue cap on counties.

School taxes make up the largest percentage of 
the total property tax bill, about 55 percent, on 
the other hand county property taxes are about 17 
percent of the total property tax bill. Addressing 
school finance issues would have a much greater 
bearing on the average homeowner’s tax bill than 
lowering the revenue cap. 

Further, fixing structural problems in the 
appraisal system would ensure that the burden 
of property taxes is shared proportionally rather 
than overburdening small business owners and 
residential homeowners. ★

Myth: Counties seek to grow the size of government.

Reality: Uncontrollable costs such as unfunded 
state and federal mandates, emergencies and 
increased demand for services grow the size of 
county government. And every community is 
different - One size does NOT fit all. 

County budgets must account for uncontrollable 
costs whose growth are completely out of the hands 
of budget makers. County budgets must also mirror 
the needs of the community. County officials are 
the most knowledgeable about community needs 
and should be given the flexibility to address those 
needs. Flexibility is at the heart of the concept of 
local control, which is an essential element of local 
government in Texas. The arbitrary and overly 
restrictive revenue caps being proposed fly in the 
face of local control by taking choice out of the 
hands of the voters who elected local decision-
makers to address the needs of the community. ★

(continued on next page)
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A Feb. 18, 2015 Houston Chronicle editorial 
quotes Harris County Judge Ed Emmett 
in opposition to revenue caps, and cites 
the state’s leading chamber of commerce’s 
recommendation to concentrate on 
infrastructure rather than tax cuts: 

“As Harris County Judge Ed Emmett 
observed in his State of the County 
address last week, the Senate’s rush 
to implement ‘arbitrary limits’ on the 
county’s revenue or spending isn’t good 
legislating, it’s merely ‘good sound bites.’” 

The editorial concludes that “such a 
[revenue] cap would make it difficult for 
local government budgets to recover from 
an economic slowdown that forces cuts in 
services, from schools and hospitals to pothole 
repair and parks and personnel. When 
housing prices fell in the recession of 2007-
2009, so did tax revenue. Had the 4 percent 
cap been in place, it would have compelled 
local governments to recoup losses very slowly 
even as the housing market roared back.” ★ 

A Feb 16, 2015 editorial in Harvey Kronberg’s 
Quorum Report describes the root of the 
problem for local governments: 

“Perhaps the only thing that the 
Legislature consistently outperforms 
at is cost-shifting its responsibilities to 
downstream local governing entities.  
Sometimes the cost shifting is intentional, 
sometimes it is a bank shot of unfunded 
mandates that no one even realized was an 
unfunded mandate until implementation.” 

“Just one example -- one of the biggest 
problems facing sheriffs is that when the state 
cuts mental health funding, the direct and 
predictable result is that county jails fill up 
costing local taxpayers. Sounds like a state 
induced local tax increase to this spectator.” ★
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Myth: The growth in county property taxes should be 
compared to the growth in median household incomes.

Reality: It is a flawed approach to compare the rate 
of growth in county property taxes to the rate of 
growth in “median household income” because 
“median household income” is a limited yardstick 
and a poor standard for understanding county 
government budgets.

When people see “median” they commonly 
mistake this term to mean the average. The 
average is all values added together and then 
divided by the total number of values. The median 
value is something entirely different. It is simply 
the number that happens to be in the middle 
once the values are put in numerical order. 

For example, assume a hypothetical county 
contains nine households with annual incomes of 
$40,000 and one household of $640,000. Then, 
the median income would be $40,000. Suppose 
two more households move into the county, 
one with an income of $40,000 and one with an 
income of $160,000. Both population and total 
income just increased by 20 percent, but the 
median household income remains at $40,000. 

In addition, changes in households can 
significantly impact the median. If a two income 
household splits in a divorce, for example, then 
their median household income is cut in half 
even though there is no change in either actual 
income or population. Consequently, median 
household income fails to meet any reasonable 
standard for use in determining how fast or slow 
county budgets should grow. ★

Myth: The 8 percent revenue cap is intended to apply
to ALL county property tax levies.

Reality: Just as the state’s cap only restricts growth 
on part of its budget, the county revenue cap 
only restricts growth on part of the county’s 
revenue. It was never intended to apply to all 
county property tax levies.

REVENUE CAPS: MYTH VS. REALITY
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A Feb. 21, 2016 San Antonio Express-News op-ed 
by Bexar County Judge Nelson Wolff lays out 
the case against comparing median household 
incomes to property tax levies:

“Lt. Gov. Patrick compared the increase in 
property tax levies of local governments to the 
increase in median household income from 2005 
through 2014. In the opinion piece, he also cites 
a 62 percent increase in the property tax levy 
of Bexar County. This figure and Patrick’s 
argument are misleading for several reasons.

First, it does not account for tax freezes 
approved by Commissioners Court in May 
2005. Specifically, the court enacted a freeze on 
property taxes for homeowners older than 65 
years, eligible spouses and disabled residents. 
The tax freeze reduces Bexar County’s property 
tax levy by 4 percent. 

Furthermore, a large portion of the increase 
in the property tax levy is attributable to 
construction of new homes and commercial 
properties to accommodate an additional 344,000 
county residents since 2005. After subtracting 
the value of new construction and the tax 
freeze, the increase in Bexar County’s 
property tax levy was only 24 percent 
instead of 62 percent. This is comparable to 
the total rate of inflation since 2005, which 
was 22.9 percent.” ★

3

In a Feb. 17, 2015, Fort Worth Star-Telegram article 
former Tarrant County tax assessor-collector, 
and current Fort Worth mayor, Betsy Price 
explains her objections to lower revenue caps and 
automatic rollback elections:

“Mayor Betsy Price urged Texas legislators 
Monday at a meeting in Austin to preserve local 
control of city budgets and opposed legislative 
efforts to cap property tax revenue.”

“The focus, of course, was on the retention of local 
control and [opposition to bills that pre-empt] our 
rights to govern for our citizens as councils and 
mayors and city managers and staff at the local 
level. A mandatory rollback election would 
cost $500,000 to $700,000, Price said at 
Tuesday’s City Council meeting.” ★
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The county revenue cap is based on the rollback 
rate which limits the growth on property taxes 
on existing properties to 8 percent per year. 
However, the revenue cap does not apply to long-
term debt (i.e., interest and sinking) or to new 
construction. Thus, revenue to pay for I&S or 
that comes from new construction may result in 
county property taxes increasing by more than 8 
percent; but that does not mean that the revenue 
cap isn’t working to restrict growth as intended. ★

Myth: The growth of county property taxes ate up the 
2006 school property tax buy-down.

Reality: In 2006, the state cut school district 
property taxes by increasing state funding – but 
the growth of school district property taxes 
themselves ate up the buy-down, not county 
property taxes. 

As a result of the 2006 buy-down, school district 
property taxes decreased a bit more than $2 
billion from 2006 to 2007. On the other hand, 

school district property taxes increased by 
almost $2.4 billion from 2007 to 2008, the first 
year after the buy-down, more than wiping out 
the savings. In fact, total school district property 
taxes increased by $7.9 billion from 2007 to 2014. 
In comparison, it took until 2013 for county 
property taxes to increase by $2 billion over 
their 2006 levies.  (Data source: Texas Comptroller of 
Public Accounts) ★

Myth: County property taxes grow significantly faster 
than total personal income.

Reality: In Texas, total personal income increased 
by 76.9 percent from 2004 to 2014 compared to 
an 81.8 percent increase in county taxes over the 
same period. (Data sources: U.S. Bureau of Economic 
Analysis, Texas Comptroller of Public Accounts).

There is only a slight difference between the 
increase in total personal income and county 
taxes, proving that the growth in county taxes 
does not greatly outpace income. Additionally, 
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counties aren’t always in control of their own 
budgets, as Austin and Washington both push 
unfunded and partially funded mandates onto 
local governments. While these mandates 
typically seek to achieve worthwhile goals, they 
come at a cost to local taxpayers who fund those 
mandates through increased property taxes. 

For example, the Texas Indigent Defense 
Commission notes in their FY 2015 Annual 
Report that, since the passage of the Fair 
Defense Act in 2001, indigent defense costs 
have increased more than 160 percent. The 
report notes that the “total indigent defense 
expenditures in FY 2015 were $238 million. 
Of that amount counties funded $209 million 
and the state funded $28 million through the 
Commission’s grant programs.” ★

Myth: County property taxes should grow only as fast 
as the combination of the inflation rate and rate of 
population growth. 

Reality: The combination of [inflation rate + 
population growth] is a poor yardstick for 
measuring community needs. 

The inflation rate is a limited yardstick that 
accounts only for goods that regular consumers 
buy, not the kinds of industrial commodities and 
construction goods that counties buy, which often 
have entirely different inflation rates. In other 
words, the price of concrete and asphalt don’t 
have the same inflation rates as bread and butter. 
For example, according to the Bureau of Labor 
Statistics, from 2004 to 2014 bread prices increased 
by 46 percent and the price of asphalt (paving 
mixtures and blocks) increased 123 percent.

Population growth is also a limited yardstick 
to use when trying to understand community 
needs.  Population growth doesn’t paint a picture 
of the kind of growth that is occurring, or the 
needs that growth entails. For example, is the 
growth occurring because of the creation of high 
tech jobs, or is the growth the result of a baby 
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The basket of goods that counties buy is often 
more sensitive to inflation pressures.

A March 2016 Center for Public Policy Priorities 
online article discusses why total personal 
income is a better yardstick than median 
household income:

“Personal income – wages, salaries, dividends, 
interest, sole proprietor’s income – is the best 
measure of the ability of Texans to pay taxes. 
By comparing statewide personal income 
to statewide property taxes, we get the 
best picture of changes in the ability of 
Texans overall to pay the taxes necessary 
to provide the public services on which 
we all rely. Of course, in those areas 
where home values are increasing rapidly, 
an individual family’s tax bill can increase 
faster than family income. But, looking at the 
state as a whole, property taxes and personal 
income have grown at about the same rate 
over the past twenty years.” ★
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boom? These two different kinds of population 
growth create vastly different issues and different 
requirements on a county’s budget. ★

Myth: When properties are not appraised at market 
value it does not impact other property taxpayers.

Reality: Loopholes and unfairness in the  
current appraisal system, caused by properties 
not being appraised at market value, shifts tax 
burdens away from commercial property owners 
towards residential property taxpayers and small 
business owners. 

Large commercial property owners are able 
to use loopholes in the appraisal system in 
order to lower their property taxes. When the 
total taxable values in a county decrease in the 
current year, that then leads to lower future 
taxable values and, ultimately, higher effective 
tax rates because adopted tax rates must 
increase just to bring in the same levy. 

This means that, in the long-run, residential 
homeowners and small businesses pay more in 
taxes due to a f lawed appraisal system that is not 
valuing all properties at market value. ★

Myth: Expensive appraisal lawsuits do not impact 
property taxpayers.

Reality: Property taxpayers bear the cost of 
appraisal lawsuits. Appraisal districts are funded 
by local governments, so a homeowner’s tax bill 
is adversely affected by a f lawed appraisal system 
that encourages costly and unnecessary lawsuits. 

Many are unaware that local entities like 
counties, cities and school districts pay for the 
cost of operating appraisal districts. So when the 
appraisal system has systemic flaws that result in 
expensive lawsuits, the taxpayers are ultimately 
the ones who pay the bill. We need to make 
every effort to fix the appraisal system so that it 
is fair and does not result in unnecessary costs to 
taxpayers.  ★ 
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A March 2016 article in County Magazine 
illustrates the impact of a flawed appraisal 
process on the Bexar County Appraisal 
District:

“99.999 percent of this litigation is 
commercial property, and hardly any 
of these lawsuits claim they are over 
appraised, said Bexar County Chief 
Appraiser Michael Amezquita, they are 
claiming unequal appraisal. It’s not so 
much a loophole—it’s a gaping wound, 
and it bleeds homeowners and small 
business owners dry, said Amezquita.” 

“The Bexar County Appraisal District 
(BCAD) sees between 60,000 and 90,000 
taxpayer appeals each year. In 2015, 
they hit a record level of litigation after 
appraisal review board appeals. The 
appraisal district eventually saw $19 
billion in taxable value taken off the 
books, nearly three times as much as was 
seen only four years ago.” ★ 
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NEEDED ΠPROPERTY TAX REFORMS
• Appraisal System Reform – Reforming the 

equal and uniform provisions of the tax code 
to ensure that all properties are appraised 
fairly.

• Sales Price Disclosure – Requiring 
commercial and industrial properties to 
disclose their sales price information to 
appraisal districts. 

• Tax Exemption Reform – Creating a process 
to systematically review tax exemptions to 
ensure that they are achieving the purpose for 
which they were created. 

• Unfunded Mandate Reform – Adopting 
a state constitutional amendment that 
limits unfunded mandates and provides 
for state reimbursement of costs borne by 
local governments as a result of unfunded 

mandates. ★



Unwarranted Restrictions on Local Revenue Decisions
will squeeze county budgets and make it harder for counties  

to meet the rising costs of state mandates.

Williamson County DeWitt County Potter County Webb County

Unfunded state mandates and other uncontrollable cost drivers can run up 
county budgets faster than property values rise in many of Texas’ 254 counties.

One Size Does Not Fit All

 General Administration
 Financial Administration
 Judicial

 Public Safety
 Road & Bridge

 Health & Welfare
 Legal

 Public Facilities
 Debt Service
 Miscellaneous

Because many county services are mandated by the state, they cannot be cut from the budget. 

Critical Discretionary Services Could Be Threatened
• Law Enforcement Patrols
• New Roads

• Mental Health Services
• Libraries & Parks

• Family & Elder Services
• Tax Abatements

• Economic Development
• Nuisance Abatement

Squeezing  
county budgets in the  

name of property tax reform 
won’t solve the problem.

But it could 
threaten critical 

services.

Beware Simple Solutions  
to Complex Problems

(Leg. Ad. Texas Association of Counties, Gene Terry, Executive Director, 1210 San Antonio, Austin, TX 78701)
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Maintain Texans’ Most Important Records

254

Locally Elected &
Appointed County
Officials
(Including Auditors)

254

Maintain your most important records

Provide emergency management in times of crisis

Holds all elections
Counties Make sure democracy works at every level

254

 

4548

COUNTIES DO THIS AND MUCH MORE 365 DAYS A YEAR, IN ALL 254 COUNTIES.

Hold Elections at Every Level

Provide Public Safety & Justice

4,548 
Locally Elected &  

Appointed County Officials

Law Enforcement

     There are 98
county airports & heliports.

Are Built & Maintained
By Texas Counties1 in 5 Bridges

Sources: The County Information Program, Texas Association of Counties; NACo Research; and the Texas Department of Transportation.

Provide Emergency Management 

Keep Texans & the Economy Moving

Marriage 
Licenses

Wildfires

Property Deeds and  
Vehicle Registration

Natural & Man-Made  
Disasters

Birth Certificates Death Certificates

Infectious Disease 
Outbreaks

From the  
School Board… …to the President of the United States

Serving 

28 million  
Texas Citizens

Court Systems

In all  

254  
Texas Counties

Jails

TEXAS COUNTIES DELIVER
Effective, Efficient, Local Solutions

[Here Are Just a Few Things Counties Do for You.]

Maintain Texans’ Most Important Records

TexasCountiesDeliver.org


