BILL ANALYSIS
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76R8924 SMH-D By: Hochberg (Lindsay)
Finance
4/26/1999
Engrossed

DIGEST

Currently, certain nonprofit organizationsare entitled to an exemption from ad va orem taxation for certain
real property owned by the organization and used in accordancewith the organi zation’ snonprofit mission.
Therehasbeenincond stent treatment of thisexemption by someassessors, duetother interpretationsthat
property on which improvementsareincompletedo not qualify for the exemption. Thishill would provide
that anincompleteimprovement of property belongingto certain organizationsquaifiesfor an exemption
from ad vaorem taxation for a period of not more than three years.

PURPOSE

As proposed, H.B. 873 provides that an incomplete improvement of property belonging to certain
organizations qualifies for an exemption from ad valorem taxation for a period of not more than three
years.

RULEMAKING AUTHORITY

This bill does not grant any additiona rulemaking authority to a state officer, ingtitution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 11.18, Tax Code, by amending Subsection (a) and adding Subsections
() and (m), to exempt from ad valorem taxation real property owned by a charitable organization
congsting of an incomplete improvement that is under active construction or other physica preparation
and is designed and intended to be used exclusvely by qualified charitable organizations and the land on
which it is located that will be reasonable necessary for the use of the improvement. Prohibits such a
property from being exempted for more than three years. Provides that an incomplete improvement is
under physical preparation, for the purposes of Subsection (a), if the owner has engaged in architectura
or engineering work, soil testing, land clearing activities, or Site improvement work necessary for the
construction of theimprovement; or conducted an environmental or land study relating to the construction
of the improvement.

SECTION 2. Amends Section 11.19, Tax Code, by amending Subsection (a) and adding Subsections
(e) and (f), to exempt from ad val orem taxation real property owned by a youth development association
congsting of an incomplete improvement that is under active construction or other physica preparation
and is designed and intended to be used exclusively by qudified youth development associations and the
land onwhichit islocated that will be reasonably necessary for the use of theimprovement. Prohibitssuch
aproperty from being exempted for more than three years. Providesthat an incomplete improvement is
under physical preparation, for the purposes of Subsection (a), if the owner has engaged in architectura
or engineering work, soil testing, land clearing activities, or Site improvement work necessary for the
construction of theimprovement; or conducted an environmental or land study relating to the construction
of the improvement.

SECTION 3.  Amends Section 11.20(f), Tax Code, to prohibit the property of areligious organization
from being exempted for more than three years, rather than two years.

SECTION 4. Amends Section 11.21, Tax Code, by amending Subsection (a) and adding Subsections
(g) and (h), to exempt from ad val orem taxation red property owned by a qualified school conssting of
anincompleteimprovement that isunder active congtruction or other physical preparation and isdesigned
and intended to be used exclusively by a qudified school and the land on which it islocated that will be
reasonably necessary for the use of theimprovement. Prohibits such aproperty from being exempted for
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more than three years. Provides that an incomplete improvement is under physical preparation, for the
purposesof Subsection (a), if theowner hasengaged inarchitectural or engineeringwork, soil testing, land
clearing activities, or ste improvement work necessary for the construction of the improvement; or
conducted an environmental or land study relating to the construction of the improvement.

SECTION 5.  Amends Section 11.23, Tax Code, by adding Subsection (1), to exempt aperson described
by Subsection (a)-(e), (g), or (i)-(k), Section 11.23, Tax Code, from ad valorem taxation red property
owned by the person consisting of an incomplete improvement that is under active construction or other
physica preparation and is designed and intended to be used exclusively by aqudified school and theland
onwhichitislocated that will be reasonable necessary for the person’ suse of theimprovement. Prohibits
such aproperty from being exempted for morethanthreeyears. Providesthat anincompleteimprovement
isunder physical preparation, for the purposes of Subsection (), if the owner has engaged in architecturd
or engineering work, soil testing, land clearing activities, or Site improvement work necessary for the
construction of theimprovement; or conducted an environmental or land study relating to the construction
of the improvement.

SECTION 6. Amends Section 11.30, Tax Code, to exempt from ad valorem taxation red property
owned and used by a corporation organized under Chapter 67, Water Code, conssting of an incomplete
improvement that is under active construction or other physical preparation and is designed and intended
to be used exclusvey by a qualified school and the land on which it is located that will be reasonably
necessary for the use of the improvement. Prohibits such a property from being exempted for more than
three years. Provides that an incomplete improvement is under physical preparation, for the purposes of
Subsection (a), if the owner has engaged in architectural or engineering work, soil testing, land clearing
activities, or steimprovement work necessary for the construction of the improvement; or conducted an
environmental or land study relating to the construction of the improvement.

SECTION 7. Emergency clause.
Effective date: upon passage.

SRC-PNG H.B. 873 76(R) Page 2 of 2



