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LIMITED INFORMATION IS AVAILABLE ON THE REVENUE IMPACT OF FLORIDA ALLOWING
HOMEOWNERS TO TRANSFER THEIR PROPERTY TAX BASIS

THE QUESTION
Should C.A.R. support further study of the revenue impact of allowing homeowners to transfer their
property tax basis to a home anywhere in the state?

ACTION
Optional.

POSITION
1. Support legislation that would study the revenue impact of allowing homeowners to transfer their
property tax basis to any home in the state.
2. Other.
3. Nothing.

DISCUSSION
In October 2014, it was reported at the C.A.R. business meetings that the property tax system that
has developed in Florida is remarkably similar to the Proposition 90 program in California which
allows the transfer of the property tax basis of a home in one county to a home located in another
county. The Florida experience may serve to inform how California's property tax system may
evolve. While Proposition 13 primarily limits tax increases by placing a 1 percent cap on the tax rate,
Florida's property tax increases are only curtailed by a cap on assessments. In Florida, property is
reassessed every year; however, the "Save Our Homes" amendment to the Florida Constitution
adopted in 1992 limits assessment increases to no more than 3 percent of the previous year's
assessed value. And, in 2008, the voters of Florida approved a measure which allows for the transfer
of the tax savings that accrue under the Save Our Homes amendment to another home up to
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$500,000. (In other words, the difference between the property tax basis and the assessed value of
the home to which the tax basis is transferred cannot exceed $500,000)

The policy position paper presented at the Fall 2013 C.A.R. business meetings described the Florida
property tax system in detail, particularly, the ability of Florida resident homeowners to transfer their
property tax basis to another home anywhere in the state. However, the paper provided little
information regarding the impact on property tax revenues to state and local governments. As a
result, the Taxation and Government Finance Committee asked that staff return in January 2014 with
a follow-up paper that looked at the revenue impact of Florida allowing homeowners to transfer their
property tax basis.

C.A.R. has previously attempted to ascertain the revenue impact of property tax basis portability. In
2008, C.A.R.'s Property Tax Basis Portability Task Force commissioned a study to determine the
revenue impact of portability by tracing a set of chained property transfers. The conclusion drawn
from that "analysis is that the property tax basis portability provision will be positive only if it triggers
additional transactions that would otherwise not have occurred. It is unknown how many additional
transactions would be triggered by utilizing this tax provision…." The analysis estimated that "a sales
increase of between 13 and 17 percent among owners over the age of 55 would be needed to offset
the revenue loss incurred by full utilization of the property tax basis portability provision."

In order to gauge the likelihood of additional transactions occurring, the task force had a survey
conducted of homeowners 50 years of age and older or who had owned their homes for at least 10
years. The survey showed that awareness of Propositions 60/90 was extremely low with only 5% of
the respondents being aware of Propositions 60/90. Interestingly, C.A.R. surveys over the years
have shown that tax considerations are not important with regard to the decision to relocate.
However, when the respondents of this survey were asked the single most important reason for
choosing to move, the capital gains exemption was the most named reason. So, it appears that tax
considerations are important but only if the homeowner is aware of the tax impact. It may be that
homeowners' unawareness of Propositions 60/90 is causing them to unknowingly forego the tax
savings that can be had via the two programs established by the propositions.

Staff to the Florida Senate Appropriations Committee was contacted in an effort to determine if an
analysis has been performed of the revenue impact of the property tax basis portability adopted by
Florida. In 2008, the first year of adoption, almost $3.5 billion in home value was transferred in
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40,795 transfers for an average transfer of $83,978. By 2012, just short of $500 million was
transferred in 15,893 transactions for an average of $28,769. The decline in the number of transfers
may be due to the many homeowners who could not previously transfer their tax basis doing so and
then that trend tapering off; the decline in the average amount transferred is due to a decline in home
prices. During this same period, the amount transferred as compared to total sales declined from
2.3% to 0.5%. In other words, transfers are a small part of all sales and becoming smaller with time.
Unfortunately, while information relating to the number and size of such transfers has been collected,
no effort has been made to assess the revenue impact of portability. To do so would require
ascertaining the revenue gain that results from taxing a home from which the homeowner transferred
their property tax basis, as well as the revenue loss resulting from the decrease in property taxes on
the home to which the transfer was made.

Such a dynamic analysis has not been done when attempting to ascertain the cost of the legislative
proposals introduced in the California Legislature to expand portability statewide. When legislation is
introduced, the Franchise Tax Board (FTB) performs a simple static analysis. Former Senator Bob
Dutton introduced legislation several years ago to require FTB to perform a dynamic analysis but was
unsuccessful in getting that legislation adopted. Until the revenue cost of portability can be
determined, it is unlikely that portability will be adopted in California. To that end, in discussions with
Assembly Member Bocanegra's office, it has come to light that the Assembly Member is considering
amending his AB 1172 which would expand portability statewide to, instead, require a study of the
revenue impact of portability, either a dynamic study and/or a study based on the Florida's
experience with portability.

Should C.A.R. support further study of the revenue impact of allowing homeowners to transfer their
property tax basis to a home anywhere in the state?
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