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A FINANCE OFFICER’S LOOK AT THE TAX RATE SETTING 
PROCESS

Martie Simpson, CPA - Executive Director - GFOAT 
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GFOAT Mission Statement
Promoting Excellence in Government Finance
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TAX RATE SETTING PROCESS
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§Appraisal District provides value
§Governing Body drafts budgets
§Tax Assessor calculates rates, may publish notices
§Governing Body proposes rate/holds hearing
§Governing Body adopts tax rate
§Tax Assessor mails bills

A Brief Review of the Process
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TRUTH-IN-TAXATION: TAX RATE 
ADOPTION

Concept embodied in the Texas Constitution
that requires local taxing units to make
taxpayers aware of tax rate proposals and to
afford taxpayers the opportunity to limit tax
increases
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ALL TAXING UNITS 
MUST PROPOSE A 

TAX RATE

Tax Rate
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STEPS ON THE PROCESS

• Draft a budget
• Calculate the tax rate
• Publish notices
• Hold a public hearing
• Adopt a tax rate
• Hold an automatic election to approve tax rate, if necessary
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DRAFT THE BUDGET

• Budget Officer Prepares the Budget
• Mayor 
• City Manager – City Manager form of Government

• Chief Appraiser Prepares and Certifies Estimate of Taxable 
Value by April 30th
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CALCULATE TAX RATES

9

9



4

Tax Rate

• Property Tax Rates Have Two 
Components:

• Interest & Sinking (I&S)/Debt Service 
Tax Rate – Debt Service Fund

• Maintenance & Operations (M&O) 
Tax Rate – General Fund
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NO-NEW REVENUE TAX RATE
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• Enables the public to evaluate the relationship 
Between taxes for the prior year and the current 
year

• Based on a tax rate that would produce the same 
amount of tax revenue if applied to the same 
properties in both years
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No-New-Revenue Tax Rate Calculation 

Prior
Year’s 
Taxes

÷ Current 
Value of 
Property 
Taxed in 
the Prior 

Year

X $100 = No-New-
Revenue 
Tax Rate
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NO-NEW-
REVENUE TAX 

RATE

- DEBT RATE = NO-NEW-REVENUE 
MAINTENANCE & 

OPERATIONS RATE

No-New-Revenue Tax Rate M&O 

13

VOTER-APPROVAL TAX RATE
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• Maximum rate allowed by law without triggering 
an automatic election

• Provides cities and counties with the same 
amount of tax revenue for day-to-day operations 
plus an extra 3.5%

• Special taxing units, junior colleges and hospitals 
– extra 8%
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NO-NEW-
REVENUE 

MAINTENANCE 
& 

OPERATIONS 
RATE

X 
1.035

+ 
CURRENT 

DEBT 
RATE

+ UNUSED 
INCREMENT

=
VOTER-

APPROVAL-
TAX RATE

VOTER-APPROVAL TAX RATE
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UNUSED 
INCREMENT 
RATE

• The 3-year rolling 
sum of the difference 
between the adopted 
tax rate and the voter-
approval tax rate

• The city can “bank” 
unused amounts for 
up to three years
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DE MINIMIS RATE – CITIES LESS THAN 
30,000 IN POPULATION

No-New-Revenue 
Maintenance and 
Operations Rate

+
The Rate Applied to 

Current Value That Will 
Impose a Rate Equal to 

$500,000

+ Current Debt Service
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Notice of Tax Rate – Form 50-212

1.No-new revenue tax rate
2.Voter-approval rate
3.Explanation of how they were 

calculated
4.Unencumbered fund balance
5.Current year debt service

6.Must be posted on the website
7.Does not have to be in the 

newspaper
8.Post when you deliver the 

proposed budget
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Set Proposed Rate (Not to Exceed Rate) 

1.Take a record vote
2.Regular or Special City Council Meeting
3.The governing body can adopt a rate at or below this rate
4.Cannot exceed the rate approved at this meeting
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Notice of Public Hearing or Meeting

1.Must be posted if the taxing unit proposes a tax rate 
that:

1.Exceeds the no-new-revenue tax rate and the voter-
approval tax rate

2.Exceeds the no-new-revenue tax rate and is less than or 
equal to the voter-approval rate

3.Is less than or equal to the no-new-revenue tax rate and 
exceeds the voter-approval tax rate
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1. Must be published in the newspaper or mailed to each property 
owner

2. Must be posted on the website
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Publish Notice
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Publish 
Notice
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Hold a Public Hearing

1.Held after the required notice is published to give 
taxpayers the opportunity to express their views

2.Small taxing units have no public hearing requirement
3.A quorum of the governing body must be present
4.Must be open to the public
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Adopt a Tax Rate

1.Must adopt before September 30th or the 60th day 
after receiving the certified roll

2.Must hold an election on the next uniform election 
date if adopted rate exceeds the VAR

3.Rate must be adopted no later than the 71st day 
before the election date
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Hold Automatic Elections, If Necessary

1.Must order election no later than the 78th day before 
the election

2.If the proposition fails, the taxing unit may not adopt 
a rate that exceeds the VAR
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Truth-In-
Taxation 
Important Dates
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• Special Thanks to 
the Comptroller’s 
Property Tax Rate 
Form Committee
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Contact info:
Martie Simpson, 

Executive Director 
GFOAT 

martie@gfoat.org
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mailto:msimpson@nbtexas.org

