WELLS BRANCH CIVICS CLUB

PROPERTY
TAXES
What are they?
Who pays them?
Who collects them?
How are they calculated?
WHAT IS MY ROLE?

The purpose of this workshop is to use a hot topic (property
taxes) to drive engagement and discourse between citizens
and their local government.

KEY
OBJECTIVES

Hopefully, at the end of this discussion, attendees will feel
confident and knowledgeable enough to communicate their
wants and desires to their elected and appointed officials,
leading to a more harmonious and productive civic
relationship.
While I use many examples of the Wells Branch MUD tax rate
process, and some examples critically, the intent is not to
single out the WBMUD. WBMUD is far, far from the only
taxing entity to which these critiques can be applied.

The property tax in Texas is locally

WHAT ARE
PROPERTY
TAXES?

imposed and administered. There is no
state property tax. Property value
appraisals are administered by county

appraisal districts, and taxing units
assess and collect taxes locally. These
political subdivisions operate according
to statutes and regulations established
by the state.

PROS?

Very steady income stream, less
volatile than sales tax
Prohibits central distribution of tax
revenue to districts

CONS?
Complicated
Difficult to control
Paid as a large sum
Requires political engagement

PROPERTY TAX
HISTORY
1979 The Peveto Bill
- Created County Appraisal Districts
- Created more uniform appraisal standards
- Created uniform qualifications for appraisers
- Created uniformity as to what property is taxable
- Separated appraisal districts from tax collection
Our system has issues, but do you
want to go back to the chaos before Peveto?!?

RESIDENTIAL
PROPERTIES
Pay their property
taxes directly

COMMERCIAL
PROPERTIES
Pass their taxes onto consumers
-Renters
-Customers

RESIDENTIAL
PROPERTIES
Homesteads have a
10% appraisal growth cap

COMMERCIAL
PROPERTIES

No appraisal cap. Unlimited
increases are passed onto renters
and customers.

WHO
COLLECTS
OUR
PROPERTY
TAXES?

The property tax is used to
finance the State’s 254
counties, over 1,000 cities,
1,018 independent school
districts, and more than 1,800
special districts.

WHO
COLLECTS
PROPERTY
TAXES?

Austin Community College
5.4%
Travis County
14.8%

Travis County ESD#2
4.7%
Round Rock ISD
54.3%

Travis County Health
4.6%

The percentages reflect a
residence with a homestead
exemption in Wells Branch,
in the RRISD.

Wells Branch MUD
13.9%

texas.gov/living-in-texas/property-tax-transparency/

WHO
COLLECTS
PROPERTY
TAXES?

Austin Community College
5.4%
Travis County
14.9%

Travis County Health
4.6%
Austin ISD
52.4%

The percentages reflect a
residence with a homestead
exemption in the City of
Austin, in the AISD.

City of Austin
22.7%

texas.gov/living-in-texas/property-tax-transparency/

WHO COLLECTS
PROPERTY TAXES?
Austin Community College
5.4%
Travis County
14.8%

TC ESD#2
4.7%
TC Health
4.6%
Wells Branch MUD
13.9%

Austin Community College
5.4%
City of Austin
22.7%

RRISD
54.3%

AISD
52.4%

TC Health
4.6%
Travis County
14.9%

Wells Branch
Residence

City of Austin
Residence

WHAT DO THEY SPEND TAX
REVENUE ON?
Municipalities

Counties

Police, Fire, Libraries, Transportation,

Public safety, Justice, Elections, Record

Waste Disposal, Economic

Emergency Services, Providing indigent

Parks and Rec, Water and Sewer, Solid
Development, and others

Maintenance, Roads and Bridges,
health services, and others

School Districts

Special Purpose Distrcits

Public Education, construction of

Expenditures defined by statute.

schools, teachers, much more

HOW ARE
PROPERTY TAXES
CALCULATED?

HOW IS PROPERTY TAX
CALCULATED?
A property owner’s tax bill is the product of two numbers :

Appraised
Value

Adopted Tax
Rate

Property Tax
Due

APPRAISED VALUE VS
TAX LIABILITY

Taxpayers often focus on their property's appraised value, equating higher appraised
values to higher taxes. But in reality, taxing entities are required to begin their budget
process by lowering their tax rates in response to appraised value growth. Commonly,
jurisdictions adopt tax rates much higher than this calculated no-new-revenue tax rate. It
is the local desire for more revenue and the subsequent adoption of the higher tax rate
that drives up property taxes—not the appraisal.

APPRAISALS
Appraisal is the process of determining
the value of property. In Texas, the
values are determined by appraisal
districts. Appraisal districts must follow
standards such as the USPAP, the Texas
Property Tax Code, and others.
APPRAISED ITEM

INDIVIDUALS

BUSINESS

REAL ESTATE (LAND +
BUILDINGS)

TAXED

TAXED

PERSONAL PROPERTY

NOT TAXED

TAXED

APPRAISAL NUMBERS
Current Values (as of Jan 1)

Adding all current values will give you the Market Value

Market Exclusions and Adjustments
This section removes limitations or adjustments
that apply to all taxing entities.
The 10% appraised value limitation adjustment is
for homesteads only. This protects homesteads
from actual market valuations.

Net Appraised Value
Market Value minus exclusions and limitations
This is the starting taxable value of your property,
before any local exemptions are subtracted.
https://traviscad.org/propertysearch

APPRAISAL NUMBERS

This chart displays the
Net Appraised Value and
the Taxable Value for
each taxing entity.
Remember, the appraised market
value for this home was
$542,276
After factoring in a homestead
exemption, the taxable values are
often significantly reduced.
This homeowner is not receiving
an over 65 or disabled
exemption, either of which would
reduce these values even further.

https://traviscad.org/propertysearch

• Taxpayers may protest their appraisal if
they believe:

− the market value of the property is

incorrect, or

− the assigned value is high relative to

comparable properties

• Equal and uniform (E&U) appeals are an

important, cost-effective tool for taxpayers
to ensure their property is fairly valued

MUTUAL FUND INVESTMENTS | SF 2020

The Constitutional provision
that taxation be “equal and
uniform” offers taxpayers
critical protection against
unfair property valuation.

Questions to ask yourself:

PROTEST?
HIRE A
PRO?

Why do you want to protest?

Is your home valued too high, making it more expensive
than nearby homes?
Is your home valued too low, reducing the size of your
asset?

Do you have a case/evidence?

Appraisal districts perform mass appraisals. Was there a
change in your home not visible from the street?

What impact do you want?

If the protest does not reduce your value below the Net
Appraised Value, it won't affect your tax bill.
If a taxing entity raises tax rates, it will nullify any benefit of
a protest.

EXEMPTIONS

Exemptions reduce the appraised value of property and, as a result, the
overall tax bill.
The state requires a mandatory school property tax exemption for
homeowners, recently increased to $40,000 by voters.
Local governments can adopt their own local option exemptions or
other value reductions on certain types of property as well. Further,
voters may petition local governments to enact these reductions in tax
liability.
Residence Homestead Exemptions

Exemptions are Adopted and Calculated
Taxing Unit by Taxing Unit

COMMON
EXEMPTIONS

A limitation or "freeze" stops the growth of tax liability at
a point in time. This freeze happens at a dollar amount.
This is not every exemption available, merely the most
common

Mandatory

ISDs - $40,000 HS
ISDs - $10,000 over
65/disabled
ISDs - over 65/disabled
limitation (freeze)

Optional*

$5,000 or up to 20% HS
$3,000 or more over
65/disabled
over 65/disabled freeze
(Sp. Districts not eligible)

*may be enacted by governing body or by
petition of voters
Residence Homestead Exemptions

HOW DO EXEMPTIONS AFFECT TAXPAYERS?
CLASSIFICATION

MARKET
APPRAISED
VALUE

TAXABLE
VALUE

20% LOCAL
OPTION
HOMESTEAD
EXEMPTION

HOMESTEAD

$542,276

$358,148

$286,518

$286,518

$1,074

HOMESTEAD +
OVER 65

$542,276

$358,148

$286,518

$161,518

$606

NON-HOMESTEAD*

$542,276

$542,276

$542,276

$542,276

$2,033

*includes renters

$125,000
OVER 65
EXEMPTION

TAX BILL
(0.3750 Tax Rate)

TRAVIS COUNTY
EXEMPTIONS

https://traviscad.org

WBMUD
EXEMPTIONS

https://traviscad.org

RRISD
EXEMPTIONS

https://traviscad.org

NOTE:

AN EXEMPTION REDUCES THE OVERALL
TAXABLE VALUE OF A TAXING ENTITY.
A NEW EXEMPTION IS CONSIDERED "LOST
REVENUE" AND IS NOT COUNTED TOWARDS
THE 3.5% VOTER APPROVAL CAP.
IF A TAXING ENTITY ADOPTS A NEW
EXEMPTION, BUT DOES NOT WANT TO LOSE
REVENUE, IT CAN PASS A HIGHER TAX RATE
TO RECOVER THE LOST REVENUE.

WHAT IS MY
PROPERTY
TAX RATE?
The rate applied to your valuation
results in your property tax bill

TAX RATE TERMS
Wells Branch 2021

Important Terms:

0.3700

Prior Year's Adopted Rate

?
0.3466

No-New Revenue Rate

The rate that would generate THE SAME revenue as the prior year.
This is normally used for context, as a starting point.

Voter Approval Rate

The rate at which, if exceeded, would require an election to adopt.
This rate is set at a 3.5% revenue increase

0.3465

Proposed Rate

0.3350

Adopted Rate

The rate the taxing unit proposes, or suggests to the taxpayer.

The rate that will be used to calculate property tax bills. It is adopted
in public at the tax rate hearing.
texas.gov/living-in-texas/property-tax-transparency/

THE TAX RATE
SETTING PROCESS

1. Design a budget

2. Propose a
corresponding tax
rate

3. Adopt a tax rate at
a public hearing

NO-NEW-REVENUE RATE
The no-new-revenue tax rate demonstrates what tax rate would generate the same tax
revenue as the previous year, using the current year's values. The purpose of this rate is
to give taxpayers a reference point, to picture how much of a tax increase a taxing entity
is proposing. The difference between the proposed rate and the no-new-revenue rate is
the proposed property tax increase.

New growth and annexed areas are NOT part of the no-new-revenue calculation. New
growth should pay for itself merely by being added to the tax rolls and paying their share.
It is a myth that because of new growth, taxes should be increased. The only reason for
an increase is to fund an increase in costs or services to that taxpayer.

BUDGET PROCESS
(WELLS BRANCH)
July

Finance Committee Meets to work on the
budget (not open to public)

August
Budget Workshop (open to public)
Vote on Proposed Rate
Schedule Tax Rate Hearing

September
Public Hearing on Tax Rate

www.wellsbranchmud.com/board

PROPOSED RATE
After identifying budget priorities and amounts, a taxing unit should choose a
corresponding tax rate that will provide enough revenue to fund the budget.
In other words, the proposed tax rate should be a reflection of intended
expenditures by the taxing unit.
However, it is the practice of some taxing units to simply propose the highest
allowable tax rate, and work from there.
This practice provides no insight to the taxpayer as to how to react to the proposed
rate and budget.

(Tax Base) X (Tax Rate)

Budget
http://wellsbranchmud.com/

VOTER APPROVAL RATE
A Taxing entity may propose any tax rate its governing body chooses. A taxing
entity may also adopt any tax rate it chooses at the public hearing.
However, if the adopted tax rate generates more than 3.5% of last year's tax
revenue, then the taxing entity must ask the voters for approval (SB2.) This rate
of last year + 3.5% is known as the VOTER APPROVAL RATE.
NOTE - for each year that a taxing entity avoids a 3.5% increase, they can "bank"
that savings to be used within the next 5 years. This is known as the "unused
increment" rate. This rate can be added to the voter approval rate, allowing an
increase higher than 3.5%.

RATE ADOPTION
PUBLIC HEARING
Public hearings are a requirement of every taxing
unit. The taxing entity may only adopt a tax rate
at this hearing. Every taxpayer has a right to
participate in these hearings, although they rarely
do. Opportunities must be made available for
participation by:
Electronic comments
Mail
In-person

wellsbranchmud.com/board/tax-rate-and-budget
texas.gov/living-in-texas/property-tax-transparency/
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WELLS BRANCH TAX RATE HISTORY
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WELLS BRANCH TAX LEVY HISTORY
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*after SB2
**in 2018, Wells Branch retired its
debt, but there was no corresponding
tax rate decrease

WELLS BRANCH GENERAL FUND HISTORY
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*In 2018, Wells Branch retired all debt

In the previous charts we saw a trend of decreasing tax rates, but the tax levy (amount of taxes
collected) steadily increased. This is a common dynamic in taxing entities, where lower rates don't
necessarily mean flat or lower tax bills. In the specific case of WBMUD, this increase in revenue led
to a ballooning General Fund, despite a message of decreasing tax rates.

CONCLUSION
Your property tax bill is a result of the decisions made by your local taxing units, and the

elected (or unelected) officials running them. The appraisal system in Texas functions very

well, and actually performs as a model for the nation, considering the job it is asked to perform.
Local taxing entities are generally operating in the best interests of their constituents. Their

flaw, where one exists, is a lack of transparency and effort to communicate with the taxpayers.
With more input and participation by taxpayers, and greater transparency by taxing entities,

the system can work much more harmoniously. And while no one will ever enjoy paying taxes,
we can all find comfort knowing where they are going, and how they are being spent to
improve our community.

QUESTIONS?

“I HATE PAYING
TAXES. BUT I LOVE
THE CIVILIZATION
THEY GIVE ME”
Oliver Wendell Holmes

RESOURCES

Travis County Appraisal District (TCAD)

Property Search - https://traviscad.org/propertysearch

Wells Branch Municipal Utility District

http://wellsbranchmud.com/board/wells-branch-official-documents

State of Texas Property Tax Directory

https://www.texas.gov/living-in-texas/property-tax-directory/?search=

Travis County Tax Office Property Tax Estimator (avail 8/7)
https://tax-office.traviscountytx.gov/properties/taxes/estimator

FUTURE TOPICS?
BUDGETS
ELECTIONS
SPECIAL DISTRICTS
TRANSPORTATION
LEGISLATIVE PROCESS
ENGAGING WITH GOVERNMENT
SALES TAX

THANK
YOU!

