LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATURE 3rd CALLED SESSION - 2006
May 10, 2006
TO: Honorable Steve Ogden, Chair, Senate Committee on Finance
FROM: John S. O'Brien, Deputy Director, Legidative Budget Board

IN RE: SB37 by Wentworth (Relating to disclosure and use of sales price information for ad valorem
tax purposes.), As I ntroduced

Estimated Two-year Net Impact to General Revenue Related Fundsfor SB37, As Introduced: an impact
of $0 through the biennium ending August 31, 2007.

General Revenue-Related Funds, Five-Year | mpact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2007 $0
2008 $0
2009 $37,371,000
2010 $109,589,000
2011 $189,737,000

All Funds, Five-Year Impact:

Probable Savings from Probable Revenue Probable Revenue Probable Revenue
. FOUNDATION . . .
Fiscal Year SCHOOL EUND Gain from Gain from Gain from
193 School Districts Cities Counties
2007 $0 $0 $0 $0
2008 $0 $37,371,000 $8,230,000 $8,926,000
2009 $37,371,000 $72,218,000 $24,128,000 $26,356,000
2010 $109,589,000 $80,148,000 $41,762,000 $45,937,000
2011 $189,737,000 $44,092,000 $51,599,000 $57,148,000

Fiscal Analysis

The bill would require the disclosure of the sales price of real property to appraisal districts. The bill
would require the purchaser of real property to file a signed report with the chief appraiser disclosing
the sales price of the property and other sales and value related information. Specific information
would have to be included, and no additional information could be required on an appraisal district
form. A disclosure report would not be required for non-market sales, such as foreclosure and
bankruptcy transfers. The chief appraiser would have to provide the purchaser with a certificate stating
that the report had been received. Each appraisal district would prepare, and make available, report
forms conforming to statutory requirements. The chief appraiser could bring an action for injunction to
compel a person to comply with the mandatory disclosure requirements.

The bill would prohibit a chief appraiser from increasing the market value of real property solely on
the basis of information in a disclosure report.
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The bill would apply only to a conveyance of real property that occurred after January 1, 2007. As
soon as practicable after the effective date of thisbill, but before January 1, 2007, appraisal districts
would have to prepare and make available sales price disclosure report forms.

M ethodology

The Comptroller's office surveyed large appraisal districts to determine the amount of property value
gain. The appraisal districts methodology for estimating gains is unknown. The median percent
increase in property value was applied to the state total property value to estimate the statewide
property value gain.

The disclosure requirement would begin on January 1, 2007. The first affected tax year would be
2007, and the first effect on taxing units would be in fiscal year 2008. Also, the state only requires
reappraisal once every third year, so the full effect of the bill would not be realized until fiscal year
2011. In this estimate, the gain was implemented in increments of one-third per year. The gain was
reduced because certain sales information required in the appraisal process was not included in the
prescribed disclosure form. Values and tax rates were trended through the projection period. A factor
of 70 percent was applied to the statewide value gain to estimate the amount of gain inside cities. The
appropriate county, city, and school district tax rates were applied to the value gains to project their
respective revenue gains. Through the operation of the school funding formula, school district gains
shift to the state after a one-year lag.

L ocal Government Impact

In addition to the amounts for school districts, cities, and counties listed above, special districts would
receive additional revenue.

Appraisal districts would incur costs to accept, process, cross-reference, file, and store the required
report.

Sour ce Agencies. 304 Comptroller of Public Accounts
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