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ALTERNATIVES TO ACROSS-THE-BOARD CUTS

WE CAN HELP RENTERS AND LOW-INCOME TEXAS HOMEOWNERS MORE EQUITABLY WHILE
MINIMIZING THE HARM TO OUR SCHOOLS AND PUBLIC INSTITUTIONS.

FLAT-DOLLAR, LOCAL-OPTION HOMESTEAD EXEMPTION

As shown in the chart above, a flat-dollar homestead exemption is a relatively equitable way to cut
taxes. A $100,000 exemption made a meaningful difference for owners of more modest homes.
While schools can provide that dollar-value exemption, cities, counties, and other entities cannot.
The Legislature should pass a bill allowing local governments to offer flat-dollar homestead
exemptions.

RENTER’S REBATE

Texas renters — 37% of households in our state — pay property taxes indirectly and are finding
housing increasingly unaffordable. A renter’'s rebate would ask renters to submit information on
their annual rent costs, and the state would reimburse them a certain percentage. A 15% rent
rebate to all four million renter households in Texas would return the median rent payer $200 a
year, with a modest cost to the state of about $800 million plus administrative costs.

CIRCUIT BREAKER

A circuit breaker limits property tax bills based on household income. Because the policy is
targeted, it is efficient and cost-effective. Currently, 29 states and DC provide a circuit breaker,
while another 16 offer some other form of an income-based property tax cut. About two-thirds of
states extend the tax breaks to renters. A meaningful circuit breaker to help Texas’s 4 million
renting households could be implemented for approximately $2.7 billion or less depending on
how the policy is designed.

STATE EITC / COST-OF-LIVING REFUND

The federal Earned Income Tax Credit (EITC) — fully refundable and popular - is so effective that 31
states and DC have their own versions of it. At a 25% match of the federal EITC, a state EITC — which
we refer to as a Cost-of-Living Refund (COLR) — could return $640 per year to 2.9 million tax-filing
households. Such a policy would help improve the lives of 7.9 million Texans, including 3.2 million
children, at an approximate cost to the state budget of $2.3 billion each year. Such a program
could be modeled on Washington’s ambitious, successful Working Families Tax Credit (WFTC).


https://www.jchs.harvard.edu/state-nations-housing-2024
https://everytexan.org/2024/11/07/testimony-to-senate-local-government-committee-on-property-tax-cuts/

