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Texas Senate Bill Seeks Margin Tax Repeal  

By Connie Gore 

DALLAS – Commercial real estate, suffering through its worst year in decades, has been cut a break with a 
proposed bill by Sen. Florence Shapiro, (R-Plano), to amend the business franchise tax, or as some call it, 
the margin tax. A House version and a sponsor will be put into place in the coming weeks before the state 
legislature. 

If passed, Shapiro's SB 1221 would amend the tax code to eliminate pass-through payments from 
consideration as landlords' taxable revenue streams. The provision, part of Texas' 2007 tax code revisions, 
took effect in March 2008, jump-starting additional lobbying in Austin to get the measure pulled from the 
books.  

As the real estate industry is keenly aware, landlords act as conduits for tenants' shared costs like property 
taxes, franchise taxes, insurance premiums and operating expenses. The funds typically are passed along 
to taxing authorities or vendors and aren't revenue generators for commercial owners. 

An 11th hour vote in late 2007 kept the highly publicized margin tax in the tax reform bill's final version, 
branding pass-through funds as part of landlords' gross margin. The levy is 1 percent to 7 percent of the 
annual taxable margin, except for retail and wholesale operations, which are taxed at 0.5 percent. 

"We get nothing out of it. Insurance companies are paying taxes on this. To charge a landlord who's holding 
that money is double taxing the income stream," says Neal Sleeper, chairman of The Real Estate Council's 
government affairs committee and president of Cityplace Co. Sleeper says the state controller's office is 
trying to calculate the impact last year that the tax had on commercial property owners. Estimates vary, with 
the best guess at $5 million to $50 million at this point, he adds. 

The Senate bill's introduction and the one that's soon to hit in the House offer some hope, but no assurance 
that state legislators will rally to the side of an industry so economically strapped by the recession, according 
to Sleeper. "We're not giving up. We're going to be persistent," he says, acknowledging it would be 2010 at 
the earliest before any relief could take hold. 

Sleeper says the challenge will be to get a tax revoked in today's economic climate since the state, like other 
businesses, is working through revenue shortfalls due to the recession. "No one has an argument on the 
fairness issue," Sleeper says. "If we were in a market in which the state was running a surplus, we'd be 
better off. Nonetheless, fair is fair and all we want is to be taxed fairly." 

 


