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Introduction

Many people want to know what impact
proposed constitutional changes will have on their
taxes. People are interested in how much savings they
might realize from the proposed amendment, and for
some this may influence whether they vote yes or no
on the amendment. In reality, there is no fool proof
method to answer the question of how much property
tax reduction each individual will personally realize.
The estimated 2008-2013 impact of approximately
$12.4 hillion in reduced property taxes over the next
five yearsif the constitutional amendment passes
sounds like alot of money and it is. “Potential
savings’ for any individual property owner however
may be relatively small.

No one knows for sure the exact individual
savings from the proposed amendments. Nor do they
know with certainty what future millage rates will be;
exactly what the future taxable value of a particular
property will be; or how many homeownersin
Horidawill sell or buy a homestead and take

advantage of the portability feature if the
constitutional amendment passes.

However, it is possible to estimate what
direction future individual reductions or savings
might take if the proposed amendments are adopted
by making afew simple assumptions. These
assumptions will be noted within the individual
analysis for each primary component of the proposed
constitutional change. Other publicationsin this
series are FE703, FE704, FE705, and FE707 which
can be found at the EDIS website
(http://edis.ifas.ufl.edu).

Before proceeding, an additional word of caution
for the analysis provided in this publication needs to
be considered. The analysisis based on hypothetical
examples that make assumptions regarding values of
property and millage rates. The examples are not
representative of any single taxpayer. The examples
are not estimates of taxes due for any single taxpayer
but rather hypothetical examples of changes that
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would occur if the proposed constitutional
amendment is passed by Florida voters.

Proposed Constitutional Changes
Tangible Personal Property

The constitutional amendment calls for a $25,000
exemption on tangible personal property. To assess
the impact of this exemption for an individual it is
assumed that the countywide millage rate is $16 per
$1000 of value. The $16 millage rate is appropriate to
evaluate the amendment and is an approximation of
the median countywide millage rate for the state's 67
counties in 2006.

If the entire $25,000 tangible persona property
tax exemption applies and the millage rate is 16 mills,
projected tax savings would be $400. According to
the Florida Senate analysis, there were just over one
million entities with taxable amounts of $25,000 or
lessin Floridawho filed tangible personal property
tax returnsin 2007 with ataxable value of $4.6
billion. That equates to an average value of just over
$4,600 per return and based on a 16 mill tax rate
would equate to an average savings in tangible
personal property tax of about $74. Therefore, a
reasonabl e estimate of an individual's tax reduction if
they are eligible for the $25,000 tangible personal
property tax exemption is between $74 and $400.
Most taxpayers who have no rental or business

property will not be affected by this component of the
consgtitutional amendment.

The Florida Senate estimates the total reduction
in property taxes with the exemption of $25,000 in
tangible personal property at $922 million between
2008-09 and 2012-13. The reduction is $525 million
for non-school units of government and $397 million
for school levies.

Increasing the Homestead Exemption from
$25,000 to $50,000

The proposed constitutional amendment would
increase the current homestead tax exemption from
$25,000 to $50,000. However, the increase would
only apply to homesteads with an assessed value
greater than $50,000. The way the increased
homestead exemption is structured is that the

exemption would apply to the first $25,000 of
assessed value, taxes would be paid on the next
$25,000 of value (assessed value between $25,000
and $50,000), and the remainder of the exemption
($25,000) would be applied to the assessed value
over $50,000 (up to $75,000 in assessed value). In
addition, the increased exemption from $25,000 to
$50,000 does not apply to school tax levies.

To assess the impact of this exemption on an
individual, it is assumed the countywide millage rate
is $16 per $1000 of value. A further assumptioniis
that this millage rate is composed of $7.50 per $1000
in school district millage (arate slightly below the
median school millage in 2006). The remainder of the
millage rate is $8.50 per $1000 of value for al other
governmental units.

In the first scenario assume the homestead has a
just value of $300,000 and an assessed value of
$200,000. Thisimplies a Save Our Homes (SOH)
homestead differential of $100,000. To estimate
current taxes, the $25,000 homestead exemption is
subtracted from the assessed val ue ($200,000),
resulting in ataxable value of $175,000 dollars. The
total taxes due can be calculated by multiplying the
taxable value ($175,000) by the millage rate per
$1000 of value (175 times $16). Under current law,
thiswill result in atax bill of $2800 and the $25,000
exemption will reduce the tax bill by $400. Under the
proposed constitutional amendment the taxes due
would change. The first $25,000 is exempt from taxes
of al governmental units. Thisresultsin the same
savings ($400) as the current system. The next
$25,000 in taxable value is fully taxed. The next
$25,000, however, is exempt from all taxes except
school levies. The value of this additional $25,000
exemption is calculated by multiplying 25 times
$8.50 (the millage rate for al governmental units
except schools). Thisresultsin afurther reduction of
$212.50. The total tax bill would be $2587.50. The
total savings under this scenario from increasing the
homestead exemption to $50,000 as proposed in the
amendment is $212.50.

In a second scenario assume that the homestead
has ajust value of $150,000 and an assessed value of
$60,000. Thisimplies a Save Our Homes (SOH)
homestead differential of $90,000. To estimate
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current taxes, the $25,000 homestead exemption is
subtracted from the assessed val ue ($60,000),
resulting in ataxable value of $35,000 dollars. Total
taxes due can be calculated by multiplying the
taxable value ($35,000) by the millage rate per $1000
of value (35 times $16). Under current law, thiswill
result in atax bill of $560 and the $25,000 exemption
will reduce the tax bill by $400. Under the proposed
congtitutional amendment the taxes due would
change. Thefirst $25,000 is exempt from taxes of all
governmental units. This resultsin the same savings
($400) as the current system. The next $25,000 in
valueisfully taxed. The next $25,000 is exempt from
all taxes except school levies. In thisinstance,
however, the homeowner only has an assessed value
of $60,000. Additional tax savings can be
accumulated only on the difference between $60,000
and $50,000 (remember the value between $25,000
and $50,000 is fully taxed). The additional tax
savings can be calculated multiplying 10 times $8.50
(the millage rate for al governmental units except
schooals). This resultsin afurther reduction of $85.
Total tax reductions are $485. The total tax bill would
be $475. The total savings under this scenario from
increasing the homestead exemption to $50,000 as
the constitutional amendment proposesis $85.

In both of the scenarios discussed, the second
$25,000 exemption (on the assessed val ue between
$50,000 and $75,000) resultsin less of a savings
since the exemption does not apply to school taxes.
Finally, it needs to be remembered that if the property
has an assessed value of $50,000 or less, there are no
additional savings to the homeowner. Thetotal tax
reduction remains $400, the same as the current
system.

The Florida Senate estimates the total reduction
in property taxes with the additional $25,000 in
homestead exemptions at $4.67 billion between
2008-09 and 2012-13. The total reduction isfor
non-school units of government and the additional
$25,000 exemption has no impact on school levies.

Portability

The proposed constitutional amendment allows
for statewide portability. The maximum dollar
amount for portability is $500,000. Therefore, the
$500,000 is a cap on portability. If the just value of

the new homestead purchased is greater than the just
value of the previous homestead, the entire
differentia is transferable up to $500,000. However,
individuals who purchase a new homestead with a
just value less than the prior homestead sold will also
benefit from portability but on a proportiona basis. If
the just value of the new property islessthan the just
value of the prior property sold, the portability value
is calculated by dividing the just value of the new
property by the just value of the property sold. This
percentage is then multiplied by the assessed value of
the prior (sold) homestead. If the differencein the
just value of the new homestead and the assessed
value of the new homestead is greater than $500,000,
the assessed value will be adjusted so that the
difference is $500,000.

In the first scenario assume that the purchase of a
more expensive homestead property with ajust
(market) value of $300,000 and an assessed value of
$200,000. And assume that the previous homestead
property had ajust value of $200,000 and an assessed
value of $75,000. Also, retain the previous
assumption of a countywide millage rate of $16 per
$1000 of value. It must be remembered that the
portability aspect of the proposed constitutional
change appliesto taxes levied for all units of
government, including schools. To isolate the savings
from portability, ignore the homestead tax
exemptions. Since the just value of the new property
is greater than the previous property, the entire SOH
differential is transferable up to $500,000. Under the
current tax structure, the total taxesif this move was
made can be cal culated by multiplying 300 times
$16, or the total taxes would be $4,800. Under the
proposed changes, $125,000 in portability is
transferable (differential is equal to $200,000 minus
$75,000). The value of the portability can be
calculated by multiplying 125 times $16, or $2000.
Total taxes paid under the proposed constitutional
change would equal $2,800 and total taxes would be
reduced by $2,000.

In the second scenario assume you purchase a
less expensive homestead (downsizing) with ajust
(market) value of $200,000. And assume your
previous homestead had a just value of $300,000 and
an assessed value of $75,000. Also, retain the
previous assumption of a countywide millage rate of



Florida's Property Tax Reform: Implications for Your Tax Bill from Proposed....

$16 per $1000 of value. It must be remembered that
the portability aspect of the proposed constitutional
change appliesto taxes levied for all units of
government, including schools. To isolate the savings
from portability ignore the homestead tax
exemptions. Under the current structure, the total
taxes if this move was made can be calculated by
multiplying 200 times $16, or total taxes would be
$3,200. Under the proposed changes, taxes are
calculated by dividing the just value of the new
homestead ($200,000) by the just value of the
previous homestead ($300,000), or .67. This result
(.67) isthen multiplied by the assessed value of the
previous homestead ($75,000) and this equals the
assessed value of the new homestead ($50,250). The
differencein the just value of the new homestead and
the assessed value of the new homestead cannot
exceed $500,000. In this specific example, this
differenceis $149,750 ($200,000 minus $50,250).
Total taxes paid under the proposed constitutional
change would equal $804 (50.25 multiplied by $16).
Total taxes under the proposed constitutional change
would be reduced by $2396.

Remember, the value of exemptions such asthe
homestead exemption was not considered in the
portability analysis, but these exemptions will also
apply to the new homestead. The Florida Senate
estimates the total reduction in property taxes with
portability at $5.63 billion between 2008-09 and
2012-13. The total reduction is $3.27 hillion for
non-school units of government and $2.36 billion on
school levies. Thereis very limited information
available on when people move and where they might
move to within the state (within the county or outside
of the county). Therefore, the statewide estimates of
portability impacts are difficult to compute.

10 Percent Non-Homestead Cap

The final component of the proposed
congtitutional change is the non-homestead cap. The
non-homestead cap is similar to the current SOH
limitation, but the cap for non-homesteads is
established at 10 percent rather than the 3 percent cap
established for homesteads. The 10 percent
assessment cap for non-homestead property does not
apply to school district levies. It appliesto residential,
commercia and industrial property. Non-homestead

residential property is defined as residential property
containing nine or fewer units (i.e., no large
apartment units with greater than nine units).

For discussion purposes, some of the previous
assumptions will be retained: the property is ahouse
(e.g., asecond home in Florida) with a $300,000
market (just) value, the countywide millagerate is
$16 per $1000 of value, the millage rate is composed
of $7.50 per $1000 in school district millage and
$8.50 per $1000 for all other governmental units, and
it is assumed that the market value of the property
has been increasing 12 percent per year and will retain
this rate of increase into the future.

Based on the 12 percent increase in valuation, the
property tax for the next year would be based on a
value of $336,000. Technically, the market (just),
assessed, and taxable valuable would be identical for
this property because there are no exemptions
available to the property owner. Under the current
system, taxes due would be $5,376 (336 times $16).
Under the proposed constitutional amendment, the
increase in the assessed value is limited to 10 percent,
or an assessed and taxable value of $330,000.

Genera government taxes would be $2,805 (330
times $8.50). Remember, the assessment limit does
not apply to school taxes (levies). Therefore, the
amount of taxes paid is calculated by multiplying the
assessment without the 10 percent limit. School taxes
would be $2,520 (336 times $7.50). Total taxes paid
under the proposed amendment would be $5,325. The
total savingsin taxes paid, compared to the current
situation, would be $51. Of course, the higher the
percentage increase above the 10 percent cap and the
higher the millage rate, the greater the savings.

The Florida Senate estimates the total reduction
in property taxes with the 10 percent assessment cap
at $1.16 billion between 2009-10 and 2012-13. The
total reduction istotally for non-school units of
government (school levies are not impacted). A
significant difference for this component of the
proposed constitutional amendment is that it does not
take effect until the 2009-2010 tax year.
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Summary and Conclusion

The proposed congtitutional amendments have a
proposed statewide impact over the 2008-2013 period
of about $12.4 billion. However, as the above
analysis demonstrates, potential savings for any
individual tax payer may berelatively small. The one
exception relates to the concept of portability. The
examples constructed for portability would
potentially save $2,000 or more. However, there are
no accurate methods of measurement of how many
people sell homes and move within the state in any
given year and would benefit from this component of
the constitutional changes.

Many people may assume that since they have
some individual estimate of how much they might
save if the constitutional amendment passes, they
now know “how they will vote” on the
constitutional amendment. However, that would be
an inaccurate assumption. Before making the
decision to support or not support the constitutional
amendment, taxpayers need to know more than just
individual impacts. Individuals also need to know the
collective impact of the proposed amendment on their
community: city, county, schoal, etc. Thisis
important because the collective impact affects the
services provided and the quality of lifein the
broader community.
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