BILL ANALYSIS

C.SH.B. 8%

By: Geren

Natura Resources

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Purchase of Development Rights (PDR) programs are voluntary transactions between land owners and
public or private entitiesinwhichthe development rightsto red property are sold in order to preserve the
land inits natural Sate.

PDR programs beganinthe 1970s whencommunitiesinthe eastern United States, concerned by the rapid
loss of the farms that supplied food and fiber for the region, ingtituted public finance measures that could
fund the acquistion and retirement of development rights in order to preserve agriculturd lands in
perpetuity. Through PDR programs, a cash payment is made to a landowner for the value of the
development rights associated with a land parcd.  The owner continues to own the land and is
compensated for relinquishing the right to develop it commercidly. Agriculture and other uses of the land
continue.

PDR programs have enabled land conservation at a much-reduced expense. The cost associated with
PDR isgenerdly lessthanthe outright purchase of land, and costs associated with subsequent management
of the land remain the respongbility of the landowner.

In Texas, ninety-saven percent of dl land isin privatehands. Theaverageland vauein Texasisfivetimes
higher if it is used for non-agriculture rather than agriculture. Between 1982 and 1997, Texas lost 2.3
million acres of productive farmland. Farmers and ranchersin Texas today are faced withescdating land
costs, extreme weather such as drought and flooding, shrinking commaodity costs, and encroaching
development. Many landownersare finding that their property isworth much more to developersto build
resdentia aress.

PDR isavoluntary optionfor landownerswho never want to sdll their land. Just as minerd rightsattached
to aparcd of land can be bought and sold, awillinglandowner can sl the development rights to an entity
such as a non-profit land trust or government entity. The program compensates landowners for the
development vaue of their property, yet dlows the landowner to retain the property and keep it inanon-
developed state.

C.SH.B. 895 edtablishes a PDR program in Texas and provides for the voluntary purchases of
development rightsof real property. The purpose of the program isto endble digible holders, suchasland
trustsor loca or stategovernments, to purchasedevel opment rightsfor conservation purposesfromprivate
landowners. Landowners participate in the program on a voluntary basis. Conservation purposes include
retaining or protecting natural, scenic, or open-space values of red property or assuring itsavailability for
agriculturd, forest, recreationa or open-space use; protecting natura resources; mantaning or enhancing
ar or water qudity; or preserving the historicd, architectural, archeological, or cultura aspects of red
property. C.S.H.B. 895 establishes the structure of the Purchase of Development Rightsprogram. While
no funding mechanismis provided in C.S.H.B. 895, the hill establishesa PDR account so that private funds
may be deposited and future funds may be leveraged. The bill creates the Texas Legacy Council to
oversee the program and implement rules to determine igible property.

RULEMAKING AUTHORITY
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It is the committee' s opinion that rulemaking authority is expresdy granted to the Texas Legacy Council
in SECTION 3 (Section 183.064, Chapter 183, Subchapter B, Natural Resources Code) of this bill.

ANALYSIS

The hill amends the Texas Natural Resources Code Chapter 183 by designating sections 183.001 —
183.005 as Subchapter A, and by adding a heading for that subchapter to read: Subchapter A.
Conservation Easements Generdly. Chapter 183 is aso amended by adding Subchapter B to read:
Subchapter B. Purchase of Development Rights Grant Program.

The hill provides for the purpose of and outlines the basis for a PDR program. The program enables
digible holders, such as land trusts or locd or state governments, to purchase development rights for
conservation purposes from private landowners. Landowners participate in the program on a voluntary
basis and eminent domain may not be used in the program to acquire land or development rights.

C.S.H.B. 895 creates The Texas Legacy Council (Council) which is composed of 11 members, nine of
which are appointed and two of who are ex officio. These 11 members include four members appointed
by the Governor, two members appointed by the Governor from a list of candidates submitted by the
speaker of the House of Representatives, one member gppointed by the Governor fromalig of candidates
submitted by the Texas Land Trust Council, and two members appointed by the Lieutenant Governor. The
two ex officio members represent the Texas Department of Agriculture and the Texas Parks and Wildlife
Department. Ex officio members have full voting powers.

Members of the council serve staggered six-year terms. The Governor shdl designate the presiding officer
of the council. Appointed members of the council are not entitled to compensation but can recelve
reimbursement of travel expenses. The bill outlines criteriafor grounds for removal fromthe council. The
council’ spresiding officer isrequired to provide members with their legd responghilities for state officers.
Training isrequired of council members prior to their participation.

The Council isrequired todevel op and implement policiesthat provide for public input and must implement
procedures for maintaining written complaints to the council.

The hill establishes the Purchase of Development Rights Account, which is a generd revenue account to
be used only to implement the purchase of development rights grant program. The account could consst
of money transferred at the direction of the legidature; public and private grants, gifts, donations or
contributions, and money from other sources, including mitigations, remediation and bond proceeds.
Money in the account may be used to purchase development rights, to administer the program; and to
cover the transaction costs incurred by a purchaser of development rights.

Therole of the Texas L egacy Council isdefined to develop, maintain, and administer aprogramto provide
grants to purchase development rights. The council will adopt rules for administering the program. Texas
Department of Agriculture will asss the council in carrying out its duties.

The bill providesthat a grant may not congtitute morethat 50 percent of the project costs. The prospective
purchaser mug provide the remaning 50 percent of project costs. A landowner may choose to donate
money or aportion of the gppraised fair market va ue of the development rights to assist the purchaser in
achieving this match.

The hill provides that the vaue of the development rights will be determined by a Ste-pecific appraisd
prepared by a Texas certified or licensed appraiser.

The hill requiresthat before a contract for the purchase of development rightsis signed, the landowner who

issdling the development rights must Sgnadisclosure statement. Thebill aso setsforth asample statement
and requires that a substantially smilar form be used.
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The TexasLegacy Council shdl report to the legidature not later than January 1 of odd-numbered years,
and the Council is also subject to the Texas Sunset Act.

The hill sets staggered terms for members of the Texas Legacy Council, and it alows for the training
prohibition to go into effect January 1, 2005.

EFFECTIVE DATE

September 1, 2003

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.S.H.B. 895 dtersthe definitionof agriculture by changing the word “and” to “or” in the list of applicable
agricultura activities (SECTION 2).

C.S.H.B. 895 specifies that a purchase of development rights may be used for a term specified by
contractual agreement or in perpetuity (SECTION 3).

C.S.H.B. 895 changes one of the rulesthat shal be adopted by the council for administering the program
from* devel opment rights purchase procedures’ to * proceduresfor termand perpetual development rights
purchase” (SECTION 3).

C.S.H.B. 895 dso adds Sec. 183.067 relating to disclosure statements. The section requiresthat before
a contract for the purchase of development rightsis sgned, the landowner who is sdling the devel opment
rights must 9gn a disclosure statement.  The bill aso sets forth a sample statement and requires that a
ubgtantidly smilar form be used (SECTION 3).
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