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GALVESTON - Valero and other large companies would lose a legal tool that has enabled them to 
recover millions of dollars in taxes from local governments and school districts under bills filed Thursday 
in both houses of the Legislature.


The bills would change a provision in a 1997 tax law that San Antonio-based Valero used last month to 
win a lawsuit forcing the Texas City school district to refund $2.45 million.


Valero and other large companies regularly use a clause in the tax law to win lawsuits that lower the 
value of their properties far below the market value normally used to calculate property taxes, said Jim 
Robinson, the Harris County Appraisal District's chief appraiser.


"Its application is so bad that it is constantly shifting the tax burden to homeowners," said Robinson, 
who helped craft the legislation filed Thursday.


The bills by Sen. Wendy Davis, D-Fort Worth, and Rep. Sylvester Turner, D-Houston, would restrict use 
of the clause to homesteads and businesses worth $1 million or less.


Davis said she decided legislation was needed after learning of the Texas City school district's loss to 
Valero.


"That suit down there with Valero gave us the impetus to really move this thing," Robinson said. "It's just 
ridiculous, that outcome."


Valero spokesman Bill Day said the company used the same tax protest measures available to any 
property owner. After hearing a description of the bill, Day said, "It sounds like it would make it easier for 
tax appraisal districts to overcharge industries in Texas and I don't think any taxpayer should support 
that."


The legal provision in question makes it possible for taxpayers to have a district court reduce their 
properties' value to the median value of similar properties. Although the law applies to all taxpayers, the 
financial stakes are much higher for industrial taxpayers like Valero.


Pushing values down 
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This is a departure from the normal process of basing property tax on the fair market value, said Sands 
Stiefer, Harris County chief deputy appraiser.


"The basic concept on which appraisal districts were founded and the whole system is that everybody is 
most fairly treated if everybody is appraised at 100 percent of market value," Stiefer said.


Robinson said that each time a company wins a lawsuit, it reduces the median value and sets the stage 
for another lawsuit to lower the value on a similar property. "So it just keeps pushing it down," he said.


For example, in 2009 Valero reduced the value of a Harris County refinery from $364.6 million to $285.85 
million by settling a lawsuit, then reduced the value of the same refinery in another settlement in 2010 
from $274.78 million to $202.41 million, according to Robinson. He provided documents showing that 
Valero has dozens of lawsuits pending against Harris County challenging property valuations.


Valero forced the Port Arthur school district to reimburse $14.6 million in 2011 after Jefferson County 
settled a similar lawsuit.


Robert Mott, an attorney whose firm represents 95 county appraisal districts in Texas, said industries all 
over the state are using the median value clause to lower taxes.


"We get hundreds of cases filed every year and virtually all of them involve this claim of inequality under 
these very loose standards and it drastically needs to be changed," Mott said.


Review proposed 

Robinson said most county appraisal districts don't have the money that Harris County does to fight 
Valero and other big companies in court. He estimated it takes at least $1 million to fight a tax lawsuit, 
but some small counties have legal budgets of $100,000.


Galveston County Tax Assessor-Collector Cheryl Johnson believes local governments may be losing as 
much as $1 billion annually because of undervalued industrial properties. Prompted by the Valero-Texas 
City case, Johnson is trying to convince legislators to appropriate money for a blue-ribbon committee to 
reevaluate industrial property statewide.


Johnson said the BP refinery in Galveston County recently sold for $2.5 billion, according to news 
reports, but the refinery was listed on the tax rolls for $1.5 billion. If the reported sales price is correct, 
the refinery was undervalued by $1 billion, which meant a $12 million annual loss in taxes to the Texas 
City school district, she said.


"Appraisal districts are totally outgunned when it comes to the law," Johnson said
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