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Summary:

Senate Joint Resolution 312 (SJR 312) rescinds and withdraws House Joint Resolution 381
(2011) which proposes constitutional Amendment 4 on ad valorem taxation scheduled for the
2012 general election ballot. Amendment 4 reduces annual nonhomestead assessment
limitations, allows the Legislature, by general law, to prohibit assessment value increases in any
year when the market value of a property decreases, and authorizes an additional homestead
exemption. The amendment also delays the future repeal of nonhomestead assessment
limitations.

Senate Joint Resolution 312 is contingent upon adoption of Senate Joint Resolution 314 or
similar legislation proposing alternative amendments to the Florida Constitution. If SIR 312
passes each house of Legislature by an affirmative three-fifths vote as required by s. 1, Article XI
of the State Constitution, Amendment 4 will not appear on the 2012 ballot.

I. Present Situation:
House Joint Resolution 381: Proposed Amendment 4 (2012 General Election)

In 2011, the Legislature approved House Joint Resolution 381 (HJR 381) (2011), which relates
to ad valorem taxation. House Joint Resolution 381 (2011) proposes amendments to Article VI,
sections 4 and 6 and Article XI1, section 27 of the Florida Constitution. It also proposes the
creation of Article XII, sections 32 and 33 of the Florida Constitution. The ad valorem taxation
provisions of HIR 381 (2011) comprise the following:
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¢ Reducing the annual assessment limitation for specified nonhomestead property from 10
percent to 5 percent.

e Allowing the Legislature, by general law, to prohibit increases in the assessed value of a
homestead property and certain nonhomestead property in any year where the market value
of the property decreases.

e Providing an additional homestead exemption for persons who are entitled to a homestead
exemption under Article VII, s. 6(a) of the Florida Constitution, and have not received a
homestead exemption in the previous three years.

o The additional homestead exemption would be equal to 50 percent of the just value of the
homestead property, though the exemption may not exceed the median just value of all
homestead property within the county.

o The amount of the additional homestead exemption is reduced each year for five years by
20 percent of the initial exemption or by an amount equal to the difference between the
just value and the assessed value, whichever is greater. The exemption is not available in
the sixth and subsequent years after it is first received.

o The exemption applies only to non-school property taxes.

e Delaying until 2023 the repeal, currently scheduled to take effect in 2019, of constitutional
amendments that limit annual assessments for specified nonhomestead property.

If approved by voters at the 2012 general election, the assessment limitations and additional
homestead exemption shall take effect January 1, 2013. The additional homestead exemption
shall be available for properties purchased on or after January 1, 2012,

Rescinding a Proposed Amendment

A joint resolution is used by the Legislature to rescind a proposed amendment or revision of the
State Constitution.* In Attorney General Opinion 070-21 (April 1970), the Florida Attorney
General opined that the Legislature may rescind a proposed constitutional amendment and
prevent it from appearing on the ballot by adopting a joint resolution at a subsequent session that
is agreed to by the same percentage of the membership required to pass the original joint
resolution.’

Article XI, section 1 of the Florida Constitution, authorizes the Legislature to propose
amendments to the State Constitution by joint resolution approved by three-fifths vote of the
membership of each house.

A recent example of a proposed constitutional amendment that was rescinded is SJR 2788
(2006), which removed a proposed constitutional amendment dealing with term limits from the
2006 general election ballot.

! The Florida Senate, Manual for Drafting Legislation, 130 (6th ed. 2009). See also Crawford v. Gilchrist, 59 So. 963, 968
(Fla. 1912) (“A right to reconsider action taken is an attribute of all deliberative bodies, and it is not forbidden to the
Legislature by the Constitution.”).

2 Attorney General Opinion 070-21 cites several examples of resolutions in 1962 and 1968 in which the Legislature exercised
its authority to rescind a proposed constitutional amendment and prevent it from appearing on the ballot.
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Effect of Proposed Changes:

Senate Joint Resolution 312 (SJR 312) rescinds and withdraws House Joint Resolution 381
(2011), which proposes constitutional Amendment 4 on ad valorem taxation scheduled for the
2012 general election ballot. Amendment 4 reduces annual nonhomestead assessment
limitations, allows the Legislature, by general law, to prohibit assessment value increases in any
year when the market value of a property decreases, and authorizes an additional homestead
exemption. The amendment also delays the future repeal of nonhomestead assessment
limitations.

Senate Joint Resolution 312 takes effect only if SIR 314 or similar language is adopted by the
Legislature. Senate Joint Resolution 314 proposes a constitutional amendment to revise
requirements governing property assessments and ad valorem taxation.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Fiscal Impact Statement:

A. Tax/Fee Issues:
None.

B. Private Sector Impact:
None.

C. Government Sector Impact:

Article XI, section 5(d) of the Florida Constitution, requires proposed amendments or
constitutional revisions to be published in a newspaper of general circulation in each
county where a newspaper is published. The amendment or revision must be published
once in the tenth week and again in the sixth week immediately preceding the week the
election is held.

The Division of Elections within the Department of State estimated that the average cost
per word to advertise an amendment to the State Constitution is $106.14 for this fiscal
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year. The estimated cost for advertising Amendment 4 is $376,903.14.3 While these costs
will not be incurred if this joint resolution passes, similar costs will be required for SJR
314 or comparable legislation.
VI. Technical Deficiencies:
None.
VII. Related Issues:
None.

VIII. Additional Information:

A. Committee Substitute — Statement of Substantial Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)

None.
B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.

® Department of State, SJR 314 Analysis (Oct. 31, 2011) (on file with the Senate Committee on Community Affairs).
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Senate Joint Resolution
A joint resolution rescinding and withdrawing House
Joint Resolution 381 (2011), which relates to ad
valorem taxation, contingent upon adoption of a joint
resolution proposing alternative amendments to the

State Constitution.

Be It Resolved by the Legislature of the State of Florida:

That House Joint Resolution 381, adopted in the 2011
Regular Session and entitled “A joint resolution proposing
amendments to Sections 4 and 6 of Article VII and Section 27 of
Article XII and the creation of Sections 32 and 33 of Article
XII of the State Constitution to allow the Legislature by
general law to prohibit increases in the assessed value of
homestead and specified nonhomestead property if the just value
of the property decreases, reduce the limitation on annual
assessment increases applicable to nonhomestead real property,
provide an additional homestead exemption for owners of
homestead property who have not owned homestead property for a
specified time before purchase of the current homestead
property, and application and limitations with respect thereto,
delay the future repeal of provisions limiting annual assessment
increases for specified nonhomestead real property, and provide
effective dates,” is rescinded and withdrawn.

BE IT FURTHER RESOLVED that the proposed amendments to
Sections 4 and 6 of Article VII and Section 27 of Article XII
and the creation of Sections 32 and 33 of Article XII of the

State Constitution not be submitted to the electors of this

Page 1 of 2

CODING: Words strieken are deletions; words underlined are additions.

30
31
32
33
34
35
36

Florida Senate - 2012

22-00252-12
state for approval or rejection at the 2012 presidential
preference primary or the 2012 general election and the
Secretary of State shall withhold House Joint Resolution
(2011) from the ballot.

BE IT FURTHER RESOLVED that this joint resolution s
or simi

take effect only if Senate Joint Resolution

legislation is adopted by the Legislature.

Page 2 of 2

CODING: Words striekern are deletions; words underlined are

SJR 312

2012312

381

hall

lar

additions.




The Florida Senate

BILL ANALYSIS AND FISCAL IMPACT STATEMENT

(This document is based on the provisions contained in the legislation as of the latest date listed below.)

Prepared By: The Professional Staff of the Judiciary Committee

BILL:

SJR 314

INTRODUCER: Senator Simmons

SUBJECT: Ad Valorem Taxation
DATE: December 6, 2011 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Toman Yeatman CA Favorable
2. Munroe Maclure JU Pre-meeting
3. BC
4.
5.
6.
Summary:

This joint resolution proposes amendments to Article VI, section 4, of the Florida Constitution
to permit the Legislature to prohibit increases in the assessed value of homestead and certain
nonhomestead property if the just value of the property decreases. The joint resolution also
reduces the limitation on annual assessment increases applicable to nonhomestead property from
10 percent to 7 percent. An amendment to Article VI, section 6, of the Florida Constitution is
also proposed to create an additional homestead exemption. The Legislature is authorized to
adjust the amount of the exemption.

This joint resolution delays the current automatic repeal of subsections (g) and (h) of section 4,
Article V11, of the Florida Constitution,’ relating to assessments of certain nonhomestead
residential property by amending Article XII, section 27, of the Florida Constitution. Article XII
is further amended to create two new sections that provide when the amendments to Article VI
sections 4 and 6, of the Florida Constitution shall take effect.

This joint resolution will require approval by a three-fifths vote of the membership of each house
of the Legislature for passage. Should this joint resolution be adopted, an additional joint
resolution will be required to rescind and withdraw HJR 381 (2011), which is to go before the
voters as Amendment 4 on the November 2012 ballot.

! The provisions relating to assessments of certain nonhomestead residential property were adopted in January 2008 and were
originally designated as subsections (f) and (g) of section 4 of Article VII. Article XII, section 27, schedules these provisions
for automatic repeal and currently refers to them as subsections (f) and (g). However, the provisions were redesignated in
November 2008 as subsections (g) and (h). In addition to delaying the automatic repeal, this joint resolutions corrects the
constitutional references in the repeal language to reflect subsections (g) and (h).
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This joint resolution creates two undesignated sections in Article XII, of the Florida Constitution.

This joint resolution proposes amendments to sections 4 and 6, Article V11, and section 27,
Article XII, of the Florida Constitution.

Present Situation:
Property Valuation in Florida

Just Value

Article VII, section 4, of the Florida Constitution, requires that all property be assessed at just
value for ad valorem tax purposes. Just value has been interpreted by the courts to mean fair
market value, or what a willing buyer would pay a willing seller for the property in an arm’s
length transaction.?

Assessed Value
The Florida Constitution authorizes certain exceptions to the just valuation standard for specific
types of property.

e Agricultural land, land producing high water recharge to Florida’s aquifers, and land used
exclusively for noncommercial recreational purposes may be assessed solely on the basis of
their character or use.

e Livestock and tangible personal property that is held for sale as stock in trade may be
assessed at a specified percentage of its value or totally exempt from taxation.”

e Counties and municipalities may authorize historic properties to be assessed solely on the
basis of character and use.”

e Counties may also provide a reduction in the assessed value of property improvements on
existing homesteads made to accommodate parents or grandparents who are 62 years of age
or older.°

e The Legislature is authorized to prohibit the consideration of improvements to residential real
property for purposes of improving the property’s wind resistance or the installation of
renewable energy source devices in the assessment of the property.’

e Certain working waterfront property is assessed based upon the property’s current use.”

Taxable Value
The taxable value of real and tangible personal property is the assessed value minus any
exemptions provided by the Florida Constitution or by the Florida Statutes. Such exemptions

Z See Walter v. Shuler, 176 So. 2d 81 (Fla. 1965); Deltona Corp. v. Bailey, 336 So. 2d 1163 (Fla. 1976); Southern Bell Tel. &
Tel. Co. v. Dade County, 275 So. 2d 4 (Fla. 1973).

*Fla
*Fla
°Fla
®Fla
"Fla
Fla

. Const. art. VII, s. 4(a).
. Const. art. VII, s. 4(c).
. Const. art. VII, s. 4(e).
. Const. art. VII, s. 4(f).
. Const. art. VI, s. 4(i).
. Const. art. VI, s. 4(j).
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include, but are not limited to, homestead exemptions and exemptions for property used for
educational, religious, or charitable purposes.’

Tax Exemptions and Assessment Limitations

Homestead Exemption

Article VII, section 6, of the Florida Constitution, as amended in January 2008, provides that
every person with legal and equitable title to real estate and who maintains thereon the
permanent residence of the owner is eligible for a $25,000 homestead tax exemption applicable
to all ad valorem tax levies including school districts. An additional $25,000 homestead
exemption applies to homesteads that have an assessed value greater than $50,000 and up to
$75,000, excluding ad valorem taxes levied by schools.

Other Specific Exemptions
Article VII, section 3, of the Florida Constitution, provides for other specific exemptions from
property taxes.

e Property owned by a municipality and used exclusively for municipal or public purposes is
exempt, and portions of property used predominantly for educational, literary, scientific,
religious, or charitable purposes may be exempted by general law.™

e Additional exemptions are provided for household goods and personal effects, widows and
widowers, blind persons, and persons who are totally and permanently disabled.*

e A county or municipality is authorized to provide a property tax exemption for new and
expanded businesses, but only against its own millage and upon voter approval.*?

e A county or municipality may also grant an historic preservation property tax exemption
against its own millage to owners of historic property.®

e Tangible personal property is exempt up to $25,000 of its assessed value.**

e There is an exemption for real property dedicated in perpetuity for conservation purposes.™

¢ In November 2010, voters approved a constitutional amendment that adds an additional
exemption for military personnel deployed on active duty outside of the United States in
support of military operations designated by the Legislature.'®

Homestead Assessment Limitation: Save Our Homes

The Save Our Homes assessment limitation was amended into the Florida Constitution in 1992,
Article VII, section 4(d), of the Florida Constitution, limits the amount that a homestead’s
assessed value can increase annually to the lesser of 3 percent or the percentage change in the
Consumer Price Index (CPI).'” In addition, no assessment may exceed just value.

° Fla. Const. art. VI, ss. 3 and 6.
O Fla. Const. art. VII, s. 3(a).

" Fla. Const. art. VII, s. 3(b).

2 Fla. Const. art. VII, s. 3(c).
B Fla. Const. art. VII, s. 3(d).
Y Fla. Const. art. VII, s. 3(e).
Y Fla. Const. art. VI, s. 3(f).
18 Fla. Const. art. VI, s. 3(q).
" Fla. Const. art. VI, s. 4(d).



BILL: SJR 314 Page 4

In 2008, Florida voters approved an additional amendment to Article VII, section 4(d), of the
Florida Constitution, to provide for the portability of the accrued Save Our Homes benefit. This
amendment allows homestead property owners who relocate to a new homestead to transfer up to
$500,000 of the Save Our Homes accrued benefit to the new homestead.

Nonhomestead Assessment Limitations

Article VII, subsections 4(g) and (h), of the Florida Constitution, were created in January 2008,
when Florida electors voted to provide an assessment limitation for nonhomestead residential
real property containing nine or fewer units, and for all real property not subject to other
specified classes or uses. For all levies, with the exception of school levies, the assessed value of
property in each of these two categories may not be increased annually by more than 10 percent
of the assessment in the prior year. However, nonhomestead residential real property containing
nine or fewer units must be assessed at just value whenever there is a change in ownership or
control. For the other real property subject to the limitation, the Legislature may provide that
such property shall be assessed at just value after a change of ownership or control.*®

Article XI1, section 27, of the Florida Constitution, provides that subsections (f) and (g),*°
Article VII (creating limitations on annual assessment increases of specified nonhomestead
property) are repealed effective January 1, 2019, and that the Legislature must propose an
amendment abrogating the repeal, which shall be submitted to the voters for approval or
rejection on the general election ballot for 2018.

Rule 12D-8.0062, Florida Administrative Code (F.A.C.): Recapture Rule

In October 1995, the Governor and the Cabinet adopted rule 12D-8.0062, F.A.C., of the
Department of Revenue, entitled Assessments; Homestead; and Limitations.?’ The administrative
intent of this rule is to govern “the determination of the assessed value of property subject to the
homestead assessment limitation under Article V11, Section 4(c),?* Florida Constitution and
Section 193.155, F.8."%

Subsection (5) of Rule 12D-8.0062, F.A.C., is popularly known as the Recapture Rule. This
provision requires property appraisers to increase the prior year assessed value of a homestead
property by the lower of 3 percent or the percent increase in the CPI1 on all property where the
value is lower than the just value.

Under current law, this requirement applies even if the just value of the homestead property has
decreased from the prior year. Therefore, homestead owners entitled to the Save Our Homes cap

8 Fla. Const. art. VI, s. 4(g) and (h).

19 See note 1, supra.

2 While s. 193.155, F.S., did not provide specific rulemaking authority, the Department of Revenue adopted Rule
12D-8.0062, F.A.C., pursuant to its general rulemaking authority under s. 195.027, F.S. Section 195.027, F.S., provides that
the Department of Revenue shall prescribe reasonable rules and regulations for the assessing and collecting of taxes, and that
the Legislature intends that the department shall formulate such rules and regulations that property will be assessed, taxes
will be collected, and that the administration will be uniform, just, and otherwise in compliance with the requirements of
general law and the constitution.

*! This provision is the Save Our Homes assessment limitation that was amended into the Florida Constitution in 1992 and is
currently designated as Article V11, section 4(d) of the Florida Constitution.

%2 Rule 12D-8.0062(1), F.A.C.
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whose property is assessed at less than just value may see an increase in the assessed value of
their home during years when the just market value of their property decreased.?®

Subsection (6) provides that if the change in the CPI is negative, then the assessed value shall be
equal to the prior year’s assessed value decreased by that percentage.

Markham v. Department of Revenue®

On March 17, 1995, William Markham, the Broward County Property Appraiser, filed a petition
challenging the validity of the Department of Revenue’s proposed “recapture rule” within Rule
12D-8.0062, F.A.C. Markham alleged that the proposed rule was “an invalid exercise of
delegated legislative authority and is arbitrary and capricious.”” Markham also claimed that
subsection (5) of the rule was at variance with the constitution — specifically that it conflicted
with the intent of the ballot initiative and that a third limitation relating to market value or
movement? should be incorporated into the language of the rule to make it compatible with the
language in Article V11, section 4(c), of the Florida Constitution.

A final order was issued by the Division of Administrative Hearings on June 21, 1995, which
upheld the validity of Rule 12D-8.0062, F.A.C., and the Department of Revenue’s exercise of
delegated legislative authority. The hearing officer determined that subsections (5) and (6) of the
administrative rule were consistent with Article VI, section 4(c), of the Florida Constitution.
The hearing officer also held that the challenged portions of the rule were consistent with the
agency’s mandate to adopt rules under s. 195.027(1), F.S., since the rule had a factual and logical
underpinning, was plain and unambiguous, and did not conflict with the implemented law.?’

In response to the petitioner’s assertion of a third limitation on market movement, the hearing
officer concluded that the rule was not constitutionally infirm since there was no mention of
“market movement” or “market value” in the ballot summary of the amendment nor did the
petitioner present any evidence of legislative history concerning the third limitation.?®

Amendment 3 Proposed for the November 2010 Ballot: SIJR 532 (2009)

In 2009, the Legislature passed SJIR 532, which was to go before the voters as Amendment 3 on
the November 2010 ballot. Among the provisions of Amendment 3:

¢ Reduce the annual nonhomestead assessment limitation from 10 percent to 5 percent.

e Provide an additional homestead exemption for persons who have not owned a principal
residence in the previous eight years.?

2 Markham v. Dep 't of Revenue, Case No. 95-1339RP, 1995 WL 1053056 (Fla. DOAH 1995) (stating that “[sJubsection (5)
gﬁ:quires an increase to the prior year’s assessed value in a year where the CPI is greater than zero™).
Id.
2 d. at *1.
% |d. at *6 (stating that “[t]his limitation, grounded on ‘market movement,” would mean that in a year in which market value
did not increase, the assessed value of a homestead property would not increase™).
271d. at *6.
% 1d. at *6 -*7.
 This was popularly referred to as a first-time homebuyer exemption.
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o The additional homestead exemption would have been equal to 25 percent of the just
value of the homestead in the first year for all levies, up to $100,000.

o The amount of the additional homestead exemption was to decrease by 20 percent of the
initial exemption during each of the succeeding five years, until it was no longer
available in the sixth and subsequent years.*

In August 2010, the Florida Supreme Court removed Amendment 3 from the 2010 Ballot, on the
grounds that the ballot title and summary were misleading and failed to comply with the
constitutional accuracy requirement implicitly provided in Article X1, section 5(a), of the Florida
Constitution.®

Amendment 4 Proposed for the November 2012 Ballot: HIR 381 (2011)

In 2011, the Legislature approved HJR 381, which is to go before the voters as Amendment 4 on
the November 2012 ballot. HIR 381 (2011) proposes amendments to Article VII, sections 4 and
6 and Article XII, section 27 of the Florida Constitution. It also proposes the creation of

Article XII, sections 32 and 33 of the Florida Constitution. The ad valorem taxation provisions of
HJR 381 (2011) comprise the following:

¢ Reducing the annual assessment limitation for specified nonhomestead property from 10
percent to 5 percent.

e Allowing the Legislature, by general law, to prohibit increases in the assessed value of a
homestead property and certain nonhomestead property in any year where the market value
of the property decreases.

e Providing an additional homestead exemption for persons who are entitled to a homestead
exemption under Article VII, section 6(a) of the Florida Constitution, and have not received a
homestead exemption in the previous three years.

o The additional homestead exemption would be equal to 50 percent of the just value of the
homestead property though the exemption may not exceed the median just value of all
homestead property within the county.

o The amount of the additional homestead exemption is reduced each year for five years by
20 percent of the initial exemption or by an amount equal to the difference between the
just value and the assessed value, whichever is greater. The exemption is not available in
the sixth and subsequent years after it is first received.

o The exemption applies only to non-school property taxes.

e Delaying the currently scheduled repeal of constitutional amendments that limit annual
assessments for specified nonhomestead property from 2019 to 2023.

If approved by voters at the 2012 general election, the assessment limitations and additional
homestead exemption shall take effect January 1, 2013. The additional homestead exemption
shall be available for properties purchased on or after January 1, 2012,

%0 ¢S for SJR 532, 1% Eng. (2009 Reg. Session).
%1 Roberts v. Doyle, 43 So. 3d 654 (Fla. 2010).
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Effect of Proposed Changes:
Assessment Limitation on Homestead and certain Nonhomestead Property: Recapture

The joint resolution proposes to amend paragraph (1) of subsections (d), (g), and (h) in section 4,
Article VII, of the Florida Constitution, to authorize the Legislature to provide by general law
that an assessment may not increase if the just value of the property is less than the just value of
the property on the preceding January 1. This authority to limit increases in the assessed value of
homestead and certain nonhomestead property does not apply to the assessment of changes,
additions, reductions, or improvements to homestead property as provided by subsection (d)(5)
in section 4, Article VII, of the Florida Constitution.

The joint resolution also deletes obsolete language provided in paragraph (8) of subsection (d) in
section 4, Article V11, of the Florida Constitution.

Assessment Limitation on Specified Nonhomestead Property

The joint resolution proposes to amend paragraph (1) of subsections (g) and (h) in section 4,
Avrticle VII, to reduce the limitation on annual assessment increases applicable to nonhomestead
property from 10 percent to 7 percent.

Additional Homestead Exemption

The joint resolution proposes to create subsection (f) in section 6, Article VI, of the Florida
Constitution. This amendment allows individuals who establish a right to receive a homestead
exemption under Article VII, section 6(a), of the Florida Constitution, to receive an additional
homestead exemption. This exemption is equal to 30 percent of the homestead property’s just
value in excess of $75,000 but less than or equal to $200,000, plus 15 percent of the homestead
property’s just value in excess of $200,000 but less than or equal to $400,000. The value of the
additional homestead exemption shall be reduced by the difference between the just value of the
property and the assessed value of the property determined under subsection (d) in section 4,
Article VII of the Florida Constitution.

By general law, the Legislature may adjust the percent of just value or the maximum and
minimum levels of just value used to calculate the additional homestead exemption, but may not
reduce the value of the additional exemption below the value established in this subsection. The
exemption does not apply to school levies.

Scheduled Repeal of Assessment Limitation on Specified Nonhomestead Property

The joint resolution amends Article XII, section 27 of the Florida Constitution, to delay until
January 1, 2023, the repeal, currently scheduled to take effect January 1, 2019, of subsections (g)
and (h) of section 4, of Article VI of the Florida Constitution. These subsections limit annual
increases for specified nonhomestead real property. The joint resolution delays until 2022 the
submission of an amendment proposing the abrogation of such repeal to the voters.

Avrticle XII, section 27, of the Florida Constitution, is further amended to establish a schedule for
authorizing the proposed property assessment and additional homestead exemption amendments
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of the joint resolution. If submitted to the electors at a special election held on the date of the
2012 presidential preference primary, the amendments shall take effect upon approval and shall
operate retroactively to January 1, 2012. If submitted to the electors at the 2012 general election,
the amendments, upon approval, shall take effect January 1, 2013.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:

The mandate provisions in Article V11, section 18, of the Florida Constitution, do not
apply to joint resolutions.

Public Records/Open Meetings Issues:
None.

Trust Funds Restrictions:

None.

Other Constitutional Issues:

Constitutional Amendments

Article XI, section 1, of the Florida Constitution, authorizes the Legislature to propose
amendments to the State Constitution by joint resolution approved by three-fifths vote of
the membership of each house. The amendment must be placed before the electorate at
the next general election held after the proposal has been filed with the Secretary of State
or at a special election held for that purpose.

Article XI, section 5(d), of the Florida Constitution, requires proposed amendments or
constitutional revisions to be published in a newspaper of general circulation in each
county where a newspaper is published. The amendment or revision must be published
once in the tenth week and again in the sixth week immediately preceding the week the
election is held. The Division of Elections within the Department of State estimated that
the average cost per word to advertise an amendment to the State Constitution is $106.14
for this fiscal year.

Article XI, section 5(e), of the Florida Constitution, requires a 60 percent voter approval
for a constitutional amendment to take effect. An approved amendment becomes
effective on the first Tuesday after the first Monday in January following the election at
which it is approved, or on such other date as may be specified in the amendment or
revision.

Avrticle XI, section 5(a), of the Florida Constitution, and s. 101.161(1), F.S., require
constitutional amendments submitted to the electors to be printed in clear and
unambiguous language on the ballot. In determining whether a ballot title and summary
are in compliance with the accuracy requirement, Florida courts utilize a two-prong test,
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asking “first, whether the ballot title and summary ‘fairly inform the voter of the chief
purpose of the amendment,” and second, ‘whether the language of the title and summary,
as written, misleads the public.”’32

Equal Protection Clause

The United States Constitution provides that “no State shall . . . deny to any person
within its jurisdiction, the equal protection of law.”*® In the past, taxpayers have argued
that disparate treatment in real property tax assessments constitutes an equal protection
violation.*® In these instances, courts have used the rational basis test to determine the
constitutionality of discriminatory treatment in property tax assessments.*®> Under the
rational basis test, a court must uphold a state statute so long as the classification bears a
rational relationship to a legitimate state interest.*

It has been argued that the recapture rule provided in section (5) of Rule 12D-8.0062,
F.A.C., diminishes the existing inequity between property assessments over time.*’ To
the extent that this view is adopted, taxpayers may argue that the elimination of the
recapture rule creates a stronger argument for an Equal Protection Clause violation. If this
argument is made, the court would need to determine whether the components of this
joint resolution are rationally related to a legitimate state interest.

V. Fiscal Impact Statement:
A. Tax/Fee Issues:

If approved by the voters, this joint resolution will provide ad valorem tax relief to
homestead and specified nonhomestead owners. Owners of specified residential rental
and commercial real property may experience a reduction in tax assessments due to the
7 percent assessment limitation.

%2 Roberts, 43 So. 3d at 659 (quoting Florida Dep’t of State v. Slough, 992 So. 2d 142, 147 (Fla. 2008)).
% U.S. ConsT. amend. XIV, § 1. See also FLA. CONST. art. |, s. 2.
% Reinish v. Clark, 765 So. 2d 197 (Fla. 1st DCA 2000) (holding that the Florida homestead exemption did not violate the
Equal Protection Clause, the Privileges and Immunities Clause, or the Commerce Clause). See also Lanning v. Pilcher, 16
So. 3d 294 (Fla. 1st DCA 2009) (holding that the Save Our Homes Amendment of the State Constitution did not violate a
nonresident’s rights under the Equal Protection Clause). See also Nordlinger v. Hahn, 505 U.S. 1 (1992) (stating that the
constitutional amendment in California that limited real property tax increases, in the absence of a change of ownership to 2
percent per year, was not a violation of the Equal Protection Clause).
% Nordlinger, 505 U.S. at 33-34 (stating that a “classification rationally furthers a state interest when there is some fit
3l‘)setween the disparate treatment and the legislative purpose”).

Id.
" Walter Hellerstein et al., LEGAL ANALYSIS OF PROPOSED ALTERNATIVES TO FLORIDA’S HOMESTEAD PROPERTY TAX
LIMITATIONS: FEDERAL CONSTITUTIONAL AND RELATED ISSUES, at 83 (on file with the Senate Committee on Community
Affairs).
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B. Private Sector Impact:
Assessment Limitation on Homestead Property: Recapture

If approved by the voters and implemented by the Legislature, taxes will be reduced for
those taxpayers whose homesteads or specified nonhomesteads are depreciating but are
still assessed at less than just value. The joint resolution will redistribute the tax burden.
Nonhomestead and recently established homestead property will pay a larger proportion
of the cost of local services. To the extent that local governments do not raise millage
rates, taxpayers may experience a reduction in government and education services due to
any reductions in ad valorem tax revenues.

Assessment Limitation on Nonhomestead Property

Owners of existing residential rental and commercial real property may experience
property tax savings. To the extent that local taxing authorities’ budgets are not reduced,
the tax burden on other properties will increase to offset these tax losses. New properties
or properties that have changed ownership or undergone significant improvements will be
assessed at just value, and will be at a competitive disadvantage compared to older
properties with respect to their tax burden.

Additional Homestead Exemption

If approved by the voters, homestead owners whose just values are greater than $75,000
may experience reductions in ad valorem taxes. Other property owners in the taxing
jurisdiction will pay higher taxes if the jurisdiction adjusts the millage rate to offset the
loss to the tax base.

C. Government Sector Impact:

The Revenue Estimating Conference (REC) discussed both SIR 314 and HJR 381 (2011)
at their November 10, 2011, meeting.* The figures in the tables below represent the loss
in local government taxes that would occur if the voters approve either of the
amendments and the same millage rates levied in 2011 are levied in future years. The
statewide average millage rate for non-school taxes utilized is 10.9 mills.

SJR 314 FY 2013-2014 FY 2014-2015 FY 2015-2016
10% - 7% Limitation -$44.5 -$82.5 -$118.0
Homestead Exemption -$565.1 -$576.0 -$579.6
HJR 381 (2011) FY 2013-2014 FY 2014-2015 FY 2015-2016
10% - 5% Limitation -$82.3 -$162.2 -$243.0
Homestead Exemption -$36.0 -$55.3 -$77.7

% Office of Economic and Demographic Research, The Florida Legislature, Revenue Estimating Conference Results
(Nov. 11, 2011), available at http://edr.state.fl.us/Content/conferences/revenueimpact/archives/2012/pdf/impact1110.pdf (last
visited Nov. 14, 2011).
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VI.

VII.

% Figures in millions.

Technical Deficiencies:

None.
Related Issues:

Senate Joint Resolution 312 rescinds and withdraws House Joint Resolution 381 (2011), which
proposes constitutional Amendment 4 on ad valorem taxation scheduled for the 2012 general
election ballot. The effective date of SJR 312 is contingent on the passage of SJR 314.

Senate Joint Resolution 314 amends Article XII, section 27, of the Florida Constitution, to
establish a schedule for authorizing the proposed property assessment and additional homestead
exemption amendments of the joint resolution. If SIR 314 is submitted to the electors at a special
election held on the date of the 2012 presidential preference primary, the amendments shall take
effect upon approval and shall operate retroactively to January 1, 2012. If submitted to the
electors at the 2012 general election, the amendments, upon approval, shall take effect January 1,
2013. The presidential preference primary election is scheduled on January 31, 2012.%

Additional Information:

A. Committee Substitute — Statement of Substantial Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)
None.

B. Amendments:
None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.

% See Calendar of Election Dates, 2012 Election Dates, Florida Department of State, Division of Elections, available at
http://election.dos.state.fl.us/calendar/elecdate.shtml (last visited Dec. 6, 2011).
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LEGISLATIVE ACTION

Senate . House

The Committee on Judiciary (Simmons) recommended the following:
Senate Amendment
Delete lines 349 - 406

and insert:

from 10 percent to 7 percent shall take effect January 1, 2013.

Additional homestead exemption.—This section and the

amendment to Section 6 of Article VII providing for an

additional homestead exemption shall take effect January 1,
2013.
BE IT FURTHER RESOLVED that the following statement be

placed on the ballot:
CONSTITUTIONAL AMENDMENT
ARTICLE VII, SECTIONS 4, 6
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ARTICLE XII, SECTION 27

PROPERTY TAX LIMITATIONS; ADDITIONAL HOMESTEAD EXEMPTION.-—

(1) In certain circumstances, the law requires the assessed
value of real property to increase when the just value of the
property 1is greater than its assessed value. This amendment
authorizes the Legislature, by general law, to prohibit such
increase in the assessment of property whose just value is less
than its just value on the preceding assessment date. This
amendment takes effect January 1, 2013.

(2) The State Constitution generally limits increases in
the assessed value of nonhomestead real property for property
tax purposes to 10 percent annually. This amendment reduces that
limit to 7 percent. This amendment takes effect January 1, 2013.

(3) This amendment also provides owners of homestead
property an additional homestead exemption for all levies other
than school district levies in an amount equal to 30 percent of
the homestead property’s just value between $75,000 and
$200,000, plus 15 percent of the homestead property’s just value
between $200,000 and $400,000. The Legislature may adjust the
amount of the additional homestead exemption but may not reduce
it below what is provided in this amendment. The wvalue of the
additional homestead exemption shall be reduced by the
difference between the just value of the property and its

assessed value. This amendment takes effect January 1, 2013.
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By Senator Simmons

22-00173-12 2012314

Senate Joint Resolution
A joint resolution proposing amendments to Sections 4
and 6 of Article VII and Section 27 of Article XII and
the creation of two new Sections in Article XII of the
State Constitution to allow the Legislature by general
law to prohibit increases in the assessed value of
homestead and specified nonhomestead property if the
just value of the property decreases, reduce the
limitation on annual assessment increases applicable
to nonhomestead real property, provide an additional
homestead exemption for owners of homestead property,
authorize the Legislature to adjust the amount of the
exemption, provide that the additional exemption is to
be reduced by the difference between the just value
and the assessed value, delay a future repeal of
provisions limiting annual assessment increases for
specified nonhomestead real property, and provide

effective dates.

Be It Resolved by the Legislature of the State of Florida:

That the following amendments to Sections 4 and 6 of
Article VII and Section 27 of Article XII and the creation of
two new Sections in Article XII of the State Constitution are
agreed to and shall be submitted to the electors of this state
for approval or rejection at the next general election or at an
earlier special election specifically authorized by law for that
purpose:

ARTICLE VII
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FINANCE AND TAXATION

SECTION 4. Taxation; assessments.—By general law
regulations shall be prescribed which shall secure a just
valuation of all property for ad valorem taxation, provided:

(a) Agricultural land, land producing high water recharge
to Florida’s aquifers, or land used exclusively for
noncommercial recreational purposes may be classified by general
law and assessed solely on the basis of character or use.

(b) As provided by general law and subject to conditions,
limitations, and reasonable definitions specified therein, land
used for conservation purposes shall be classified by general
law and assessed solely on the basis of character or use.

(c) Pursuant to general law tangible personal property held
for sale as stock in trade and livestock may be valued for
taxation at a specified percentage of its value, may be
classified for tax purposes, or may be exempted from taxation.

(d) All persons entitled to a homestead exemption under
Section 6 ef—this—Artiele shall have their homestead assessed &t

+ 1 £ T 1 £ +h £ ffoatd
tr oo £ Szaacacza + —th a¥r—F £+ £t
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provided in this subsection.
(1) Assessments subject to this subsection shall change be
ehanged annually on January 1 +st& of each year.+—but—these

: £
AaRges—h—aSSeSSheR

a. A change in an assessment may shatt not exceed the lower

of the following:
1.&+ Three percent +3%)- of the assessment for the prior
year.

2.5+ The percent change in the Consumer Price Index for all
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urban consumers, U.S. City Average, all items 1967=100, or a
successor index xeperts for the preceding calendar year as
initially reported by the United States Department of Labor,
Bureau of Labor Statistics.

b. The legislature may provide by general law that, except

for changes, additions, reductions, or improvements to homestead

property assessed as provided in paragraph (5), an assessment

may not increase if the just value of the property is less than

the just value of the property on the preceding January 1.

(2) An Ne assessment may not shadt exceed just value.

(3) After a amy change of ownership, as provided by general
law, homestead property shall be assessed at just value as of
January 1 of the following year, unless the provisions of
paragraph (8) apply. Thereafter, the homestead shall be assessed
as provided in this subsection.

(4) New homestead property shall be assessed at just value
as of January 1 st of the year following the establishment of
the homestead, unless the provisions of paragraph (8) apply.
That assessment shall emty change only as provided in this
subsection.

(5) Changes, additions, reductions, or improvements to
homestead property shall be assessed as provided for by general
law.+—previded; However, after the adjustment for any change,
addition, reduction, or improvement, the property shall be
assessed as provided in this subsection.

(6) In the event of a termination of homestead status, the
property shall be assessed as provided by general law.

(7) The provisions of this subsection amendment are

severable. If a provision amay—ef—+thepreovisiens of this
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subsection is amendmemnt—shati—be held unconstitutional by a amy

court of competent jurisdiction, the decision of the swek court
does shadlt not affect or impair any remaining provisions of this
subsection amendment.

(8)a. A person who tablish a—Rew—heomestead—= £

ul 2000 I ul £ b + o 1N
—~ 7 = has

T
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received a homestead exemption pursuant to Section 6 ef—this
Artiere as of January 1 of either of the 2 #we years immediately
preceding the establishment of a #he new homestead is entitled

to have the new homestead assessed at less than just value. +£
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2067= The assessed value of the newly established homestead
shall be determined as follows:

1. If the just value of the new homestead is greater than
or equal to the just value of the prior homestead as of January
1 of the year in which the prior homestead was abandoned, the
assessed value of the new homestead shall be the just value of
the new homestead minus an amount equal to the lesser of
$500,000 or the difference between the just value and the
assessed value of the prior homestead as of January 1 of the
year in which the prior homestead was abandoned. Thereafter, the
homestead shall be assessed as provided in this subsection.

2. If the just value of the new homestead is less than the
just value of the prior homestead as of January 1 of the year in
which the prior homestead was abandoned, the assessed value of

the new homestead shall be equal to the just value of the new
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117 homestead divided by the just value of the prior homestead and 146 reduction may not exceed the lesser of the following:
118| multiplied by the assessed value of the prior homestead. 147 (1) The increase in assessed value resulting from
119 However, if the difference between the just value of the new 148 construction or reconstruction of the property.
120 homestead and the assessed value of the new homestead calculated 149 (2) Twenty percent of the total assessed value of the
121 pursuant to this sub-subparagraph is greater than $500,000, the 150 property as improved.
122 assessed value of the new homestead shall be increased so that 151 (g) For all levies other than school district levies,
123| the difference between the just value and the assessed value 152| assessments of residential real property, as defined by general
124 equals $500,000. Thereafter, the homestead shall be assessed as 153 law, which contains nine units or fewer and which is not subject
125| provided in this subsection. 154 to the assessment limitations set forth in subsections (a)
126 b. By general law and subject to conditions specified 155 through (d) shall change only as provided in this subsection.
127| therein, the legislature shall provide for application of this 156 (1) Assessments subject to this subsection shall be changed
128 paragraph to property owned by more than one person. 157 annually on the date of assessment provided by law. However, s+
129 (e) The legislature may, by general law, for assessment 158| ®but those changes in assessments may shalt not exceed 7 &en
130| purposes and subject to the provisions of this subsection, allow 159| percent +36%) of the assessment for the prior year. The
131 counties and municipalities to authorize by ordinance that 160 legislature may provide by general law that, except for changes,
132| historic property may be assessed solely on the basis of 161| additions, reductions, or improvements to property assessed as
133 character or use. Such character or use assessment shall apply 162 provided in paragraph (4), an assessment may not increase if the
134 only to the jurisdiction adopting the ordinance. The 163 just value of the property is less than the just value of the
135 requirements for eligible properties must be specified by 164 property on the preceding date of assessment provided by law.
136 general law. 165 (2) An Ne assessment may not shatt exceed just value.
137 (f) A county may, in the manner prescribed by general law, 166 (3) After a change of ownership or control, as defined by
138 provide for a reduction in the assessed value of homestead 167 general law, including any change of ownership of a legal entity
139| property to the extent of any increase in the assessed value of 168 that owns the property, such property shall be assessed at just
140 that property which results from the construction or 169| value as of the next assessment date. Thereafter, such property
141 reconstruction of the property for the purpose of providing 170 shall be assessed as provided in this subsection.
142 living quarters for one or more natural or adoptive grandparents 171 (4) Changes, additions, reductions, or improvements to such
143 or parents of the owner of the property or of the owner’s spouse 172 property shall be assessed as provided for by general law.+
144 if at least one of the grandparents or parents for whom the 173| However, after the adjustment for any change, addition,
145| 1living quarters are provided is 62 years of age or older. Such a 174 reduction, or improvement, the property shall be assessed as
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175| provided in this subsection. 204 reduction, or improvement, the property shall be assessed as

176 (h) For all levies other than school district levies, 205 provided in this subsection.

177 assessments of real property that is not subject to the 206 (i) The legislature, by general law and subject to

178 assessment limitations set forth in subsections (a) through (d) 207 conditions specified therein, may prohibit the consideration of

179| and (g) shall change only as provided in this subsection. 208| the following in the determination of the assessed value of real

180 (1) Assessments subject to this subsection shall be changed 209| property used for residential purposes:

181 annually on the date of assessment provided by law. However,+ 210 (1) Any change or improvement made for the purpose of

182| ®but those changes in assessments may shal: not exceed 7 €en 211 improving the property’s resistance to wind damage.

183| percent +#6%) of the assessment for the prior year. The 212 (2) The installation of a renewable energy source device.

184 legislature may provide by general law that, except for changes, 213 (j) (1) The assessment of the following working waterfront

185 additions, reductions, or improvements to property assessed as 214 properties shall be based upon the current use of the property:

186| provided in paragraph (5), an assessment may not increase if the 215 a. Land used predominantly for commercial fishing purposes.

187 just value of the property is less than the just value of the 216 b. Land that is accessible to the public and used for

188| property on the preceding date of assessment provided by law. 217| vessel launches into waters that are navigable.

189 (2) An Ne assessment may not shal* exceed just value. 218 c. Marinas and drystacks that are open to the public.

190 (3) The legislature must provide that such property shall 219 d. Water-dependent marine manufacturing facilities,

191 be assessed at just value as of the next assessment date after a 220 commercial fishing facilities, and marine vessel construction

192 qualifying improvement, as defined by general law, is made to 221 and repair facilities and their support activities.

193| such property. Thereafter, such property shall be assessed as 222 (2) The assessment benefit provided by this subsection is

194| provided in this subsection. 223| subject to conditions and limitations and reasonable definitions

195 (4) The legislature may provide that such property shall be 224 as specified by the legislature by general law.

196| assessed at just value as of the next assessment date after a 225 SECTION 6. Homestead exemptions.—

197 change of ownership or control, as defined by general law, 226 (a) Every person who has the legal or equitable title to

198 including any change of ownership of the legal entity that owns 227 real estate and maintains thereon the permanent residence of the

199 the property. Thereafter, such property shall be assessed as 228 owner, or another legally or naturally dependent upon the owner,

200 provided in this subsection. 229 shall be exempt from taxation thereon, except assessments for

201 (5) Changes, additions, reductions, or improvements to such 230 special benefits, up to the assessed valuation of $25,000

202| property shall be assessed as provided for by general law.s 231| +£wenty—£+ theusand—detdars and, for all levies other than

203| However, after the adjustment for any change, addition, 232 school district levies, on the assessed valuation greater than
Page 7 of 15 Page 8 of 15
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$50,000 £ifty+theousanddettars and up to $75,000 seventy—five
theusand—deldars, upon establishment of right thereto in the

manner prescribed by law. The real estate may be held by legal
or equitable title, by the entireties, jointly, in common, as a
condominium, or indirectly by stock ownership or membership
representing the owner’s or member’s proprietary interest in a
corporation owning a fee or a leasehold initially in excess of
98 mimety—eight years. The exemption shall not apply with
respect to any assessment roll until such roll is first
determined to be in compliance with the provisions of Section 4
by a state agency designated by general law. This exemption is
repealed on the effective date of any amendment to this Article
which provides for the assessment of homestead property at less
than just value.

(b) Not more than one exemption under subsection (a) and

one exemption under subsection (f) shall be allowed any

individual or family unit or with respect to any residential
unit. No exemption shall exceed the value of the real estate
assessable to the owner or, in case of ownership through stock
or membership in a corporation, the value of the proportion
which the interest in the corporation bears to the assessed
value of the property.

(c) By general law and subject to conditions specified
therein, the legislature may provide to renters, who are
permanent residents, ad valorem tax relief on all ad valorem tax
levies. Such ad valorem tax relief shall be in the form and
amount established by general law.

(d) The legislature may, by general law, allow counties or

municipalities, for the purpose of their respective tax levies
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and subject to the provisions of general law, to grant an
additional homestead tax exemption not exceeding $50,000 £ifey
theusand—dettars to any person who has the legal or equitable
title to real estate and maintains thereon the permanent
residence of the owner and who has attained age 65 sixty—five

and whose household income, as defined by general law, does not

exceed $20,000 twenty—thousand—dettars. The general law must
allow counties and municipalities to grant this additional
exemption, within the limits prescribed in this subsection, by
ordinance adopted in the manner prescribed by general law, and
must provide for the periodic adjustment of the income
limitation prescribed in this subsection for changes in the cost
of living.

(e) Each veteran who is age 65 or older who is partially or
totally permanently disabled shall receive a discount from the
amount of the ad valorem tax otherwise owed on homestead
property the veteran owns and resides in if the disability was
combat related, the veteran was a resident of this state at the
time of entering the military service of the United States, and
the veteran was honorably discharged upon separation from
military service. The discount shall be in a percentage equal to
the percentage of the veteran’s permanent, service-connected
disability as determined by the United States Department of
Veterans Affairs. To qualify for the discount granted by this
subsection, an applicant must submit to the county property
appraiser, by March 1, proof of residency at the time of
entering military service, an official letter from the United
States Department of Veterans Affairs stating the percentage of

the veteran’s service-connected disability and such evidence

Page 10 of 15
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that reasonably identifies the disability as combat related, and
a copy of the veteran’s honorable discharge. If the property
appraiser denies the request for a discount, the appraiser must
notify the applicant in writing of the reasons for the denial,
and the veteran may reapply. The legislature may, by general
law, waive the annual application requirement in subsequent
years. This subsection shall take effect December 7, 2006, is
self-executing, and does not require implementing legislation.

(f) Every person who has established the right to receive

the homestead exemption provided in subsection (a) is entitled

to an additional homestead exemption for all levies other than

school district levies in an amount equal to 30 percent of the

homestead property’s just value in excess of $75,000 but less

than or equal to $200,000, plus 15 percent of the homestead

property’s just value in excess of $200,000 but less than or

equal to $400,000. The value of the additional homestead

exemption shall be reduced by the difference between the just

value of the property and the assessed value of the property

determined under Section 4(d). By general law, the legislature

may adjust the percent of just value or the maximum and minimum

levels of just value used to calculate the additional homestead

exemption, but may not reduce the value of the additional

exemption below the value established in this subsection.
ARTICLE XII
SCHEDULE

SECTION 27. Property tax exemptions and limitations on
property tax assessments.—The amendments to Sections 3, 4, and 6
of Article VII, providing a $25,000 exemption for tangible
personal property, providing an additional $25,000 homestead
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exemption, authorizing transfer of the accrued benefit from the
limitations on the assessment of homestead property, and this
section, if submitted to the electors of this state for approval
or rejection at a special election authorized by law to be held
on January 29, 2008, shall take effect upon approval by the
electors and shall operate retroactively to January 1, 2008, or,
if submitted to the electors of this state for approval or
rejection at the next general election, shall take effect
January 1 of the year following such general election. The
amendments to Section 4 of Article VII creating subsections (g)

+£- and (h) +¢r of that section, creating a limitation on annual
assessment increases for specified real property, shall take
effect upon approval of the electors and shall first limit
assessments beginning January 1, 2009, if approved at a special
election held on January 29, 2008, or shall first limit
assessments beginning January 1, 2010, if approved at the
general election held in November of 2008. Subsections (g) +5H-
and (h) +¢r of Section 4 of Article VII are repealed effective
January 1, 2023 26348; however, the legislature shall by joint
resolution propose an amendment abrogating the repeal of
subsections (g) +£F and (h) &), which shall be submitted to the
electors of this state for approval or rejection at the general
election of 2022 2648 and, if approved, shall take effect
January 1, 2023 26+5.

Property assessments.—This section and the amendments to

Section 4 of Article VII authorizing the legislature to prohibit

increases in the assessed value of homestead property that has a

declining just value and reducing the limit on the maximum

annual increase in the assessed value of nonhomestead property
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from 10 percent to 7 percent, if submitted to the electors of

this state for approval or rejection at a special election

authorized by law to be held on the date of the 2012

presidential preference primary, shall take effect upon approval

by the electors and shall operate retroactively to January 1,

2012, or, if submitted to the electors of this state for

approval or rejection at the 2012 general election, shall take

effect January 1, 2013.

Additional homestead exemption.—This section and the

amendment to Section 6 of Article VII providing for an

additional homestead exemption, if submitted to the electors of

this state for approval or rejection at a special election
authorized by law to be held on the date of the 2012

presidential preference primary, shall take effect upon approval

by the electors and shall operate retroactively to January 1,

2012, or, if submitted to the electors of this state for

approval or rejection at the 2012 general election, shall take
effect January 1, 2013.
BE IT FURTHER RESOLVED that the following statement be

placed on the ballot:
CONSTITUTIONAL AMENDMENT
ARTICLE VII, SECTIONS 4, 6
ARTICLE XII, SECTION 27
PROPERTY TAX LIMITATIONS; ADDITIONAL HOMESTEAD EXEMPTION.—
(1) In certain circumstances, the law requires the assessed
value of real property to increase when the just value of the
property is greater than its assessed value. This amendment
authorizes the Legislature, by general law, to prohibit such

increase in the assessment of property whose just value is less
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than its just value on the preceding assessment date. If
approved at a special election held on the date of the 2012
presidential preference primary, this amendment takes effect
upon approval by the voters and operates retroactively to
January 1, 2012, or, if approved by the voters at the general
election, takes effect January 1, 2013.

(2) The State Constitution generally limits increases in
the assessed value of nonhomestead real property for property
tax purposes to 10 percent annually. This amendment reduces that
limit to 7 percent. If approved at a special election held on
the date of the 2012 presidential preference primary, this
amendment takes effect upon approval by the voters and operates
retroactively to January 1, 2012, or, if approved by the voters
at the general election, takes effect January 1, 2013.

(3) This amendment also provides owners of homestead
property an additional homestead exemption for all levies other
than school district levies in an amount equal to 30 percent of
the homestead property’s Jjust value between $75,000 and
$200,000, plus 15 percent of the homestead property’s just value
between $200,000 and $400,000. The Legislature may adjust the
amount of the additional homestead exemption but may not reduce
it below what is provided in this amendment. The value of the
additional homestead exemption shall be reduced by the
difference between the just value of the property and its
assessed value. The amendment takes effect upon approval of the
voters and operates retroactively to January 1, 2012, if
approved at the special election held on the date of the 2012
presidential preference primary, or on January 1, 2013, if

approved by the voters at the 2012 general election.
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(4) The State Constitution provides for the automatic
repeal of the provisions that provide a general limit on annual

increases in the assessed value of nonhomestead properties for
the purposes of property taxes. This amendment delays until 2023
the repeal of those provisions, which is currently scheduled to

occur in 2019.
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The 1992 Save Our Homes amendment to the Florida
constitution was intended to prevent local governments
from taxing people out of their homes by limiting annual
assessment increases to three-percent or CPI, whichever
is lower: a noble public policy that has accomplished
its goal. In hindsight, however, most Floridians today
acknowledge that the Save Our Homes amendment has
resulted in sometimes dramatically disproportionate tax
burdens among home owners: clearly, an unintended
consequence of what has come to be regarded as a
flawed policy.

In 2008, the voters expanded the policy to include
non-homestead properties because business interests
convinced the Tax and Budget Reform Commission
that they carried a disproportionate share of the overall
property tax burden; Constitutional Amendment 1 set
an annual ten-percent assessment increase limit for
non-homestead property. And, if approved by voters
in November 2010, Amendment 3 will reduce that ten-
percent limitation to five-percent, potentially crippling
Florida’s economic future in much the same way that
Proposition 13 has contributed to the near bankrupting
of the State of California.

In 2008, the Lincoln Institute of Land Policy released

a report entitled Property Tax Assessment Limits:
Lessons from Thirty Years of Experience. Authors
Haveman and Sexton provide numerous examples
of legislative actions and the resulting outcomes of
property tax reform efforts nationwide. Their research
demonstrates that setting limits on assessed values
is a deeply flawed approach to offsetting rising
property taxes. While assessment caps are proffered
as a straightforward strategy for reducing tax bills and
slowing the shift in tax burdens to residential property,
they often result in higher taxes for the homeowners
they are intended to assist, and they can cause
unpredictable and unanticipated shifis in tax liabilities.
As we already know from Florida’s experience with
Save Our Homes, by severing the connection between
property values and property taxes, assessment limits
impose disproportionate tax obligations on the owners
of otherwise identical properties, reduce economic
growth by distorting taxpayer decision making, and
greatly reduce the transparency and accountability of
the property tax system as a whole, which contributes
to the public’s continued ire.

Based on their research, Haveman and Sexton propose
alternatives to assessment caps, most of which Florida
already enjoys:

“Improving taxpaver value, citizen understanding and government accountability”




+ Florida’s TRIM notice is a truth-in-taxation measure
which lowers the likelihood of unseen tax increases
when property values rise but nominal tax rates stay
the same.

» Florida law provides for partial exemptions on
owner-occupied or homestead properties benefiting
residential taxpayers without distorting the market
value tax base.

+ Florida law has some deferral options that allow
taxpayers to delay property tax payments and
remain in their homes.

» Havemand and Sexton would argue that Florida
needs a robust circuit breaker program to reduce
taxes that rise above a certain level of affordability,
thus targeting assistance to those whose tax liabilities
are out of proportion to their ability to pay.

In2006, Standard & Poor’s published two Public Finance
reports on the potential credit rating implications for
state and local government stemming from a similar

property tax reform proposal in Texas. Some of the

concerns expressed in the reports include:

“Appraisal caps have the potential to negatively affect
credit quality by impacting an issuer’s ability to support
their debt...”

“We believe that tax caps will have an impact on the
ability of state and local governments to finance capital
programs and infrastructure needs and meet their day-to-
day operations. Regarding capital improvement plans,
municipalities could become more reactive rather than
proactive in planning infrastructure and facility needs
based on funding availability.”

“One of the main strengths of having a higher property
appraisal cap is that there is a direct correlation between
economic growth and a government’s ability to benefit
from that growth through taxation. Tax abatement is
one of the main incentives that municipalities can offer
companies in the region. If appraisal caps are put in
place, municipalities won’t be able to offer special
incentives to keep existing businesses or attract new
businesses to the region, as they will be constrained by
their revenue sources.”

“Local governments have a limited ability to cut
operating expenditures since they must provide basic
services and infrastructure. If local governments want
to meet their infrastructure and basic operational needs,
their ability to reap the benefits of economic growth
through taxation is perhaps the most important tool in
their arsenal.”

“QOver the long term, limiting this ability could result
in budgetary pressures and the accumulation of unmet
infrastructure needs,” said [S&P credit analyst] Ms.
Smaardyk. “Unless alternative revenue sources are
put in place to counter the effect of property appraisal
caps, the potential for a significant budgetary mismatch
remains.”

“Again, it is our belief that the implementation of a cap
on the growth of property appraisals without a more
comprehensive tax reform that addresses all sides of the
budget equation could lead to fiscal stress and budgetary
pressures that might potentially harm credit quality.”

“As with other fiscal challenges, the effect on credit
quality will be evaluated on a case-by-case basis,”
added Ms. Smaardyk. “The big question is whether or
not local governments will be able to rise to the occasion
and successfully address the budgetary challenges
facing them.”

In a 1998 paper entitled The Continuing Redistribution
of Fiscal Stress: The Long Run Consequences of
Proposition 13, prepared for the Lincoln Institute
of Land Policy, professor Jeffrey Chapman of
Arizona State University also demonstrates that local
governments’ fiscal autonomy is critical to ensure a
vital local economy and that assessment limitations
undermine that autonomy.

From a practical standpoint, all one needs to do is study
California’s economy to see Florida’s potential future
if assessment caps are maintained. The enactment of
Proposition 13 in 1978 has forced California’s state
and local governments to enact and rely on some of the
nation’s highest sales and personal income tax rates to
fund government operations. Sales and income taxes




actually exacerbate the situation because they fluctuate
in synch with the economic climate; in boom times, they
generate large revenue surpluses, and in recessionary
periods they dry up and huge deficits are experienced.

In Florida, what the proponents of Save Our Homes
failed to understand was that, once homeowners
accumulated a substantial portion of sheltered equity
in their homesteads, they would become disinclined to
sell. In economic science, this has come to be known as
the “lock-in” effect. The lock-in effect was compounded
over the last ten years by a dramatic escalation in
residential property values. Many homeowners found
that they could not afford to relocate, even to a smaller
home, because the property tax burden was simply too
great; it made the move unaffordable. The lock-in effect
of Save Our Homes is what gave political impetus to
Florida’s relatively new homestead portability laws.

Understanding the lock-in effect on homestead property
owners, it is not difficult to comprehend that prudent
owners and operators of income producing properties
subject to such a cap will adopt a new investment
strategy, similar to the one adopted by the beneficiaries
of Save Our Homes... long-term hold. The longer an
investor holds his property, the greater his competitive
advantage. To wit, the following table illustrates the
benefits of such a strategy. By year ten, a property
originally worth $10M could enjoy a 34% tax shelter
resulting in a $1.61 per square foot competitive leasing
advantage.
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Assessment limitations create a significant inducement
for property owners to invest for the long term, because
they create a barrier to entry in an already extremely
competitive marketplace.

By way of example, imagine two identical office
buildings erected adjacent to one another in the very
same year. Imagine also that they are fully tenanted at
competitive lease terms with similar creditworthiness.
Under these conditions, the taxable value should be the
same for each.

Now assume ten years has passed and one of the
buildings is sold for its current market value. Under
the proposed amendment, the new owner would
lose previous cap protection and be taxed based on
current market value. The new owner is faced with an
imposing competitive disadvantage. To account for this
in underwriting the purchase, a prudent analyst would
(1) decrease projected achievable rents by the amount
of the competitive disadvantage on a per square foot
basis, (2) factor in a higher vacancy and collections
loss in anticipation of tenant turnover resulting from
the associated increase in pass-through expenses, (3)
increase the projected real estate tax liability expense as
a result of the sale, and (4) increase the discount rate to
reflect the additional market risk. All of this contributes
to downward pressure on profit margins and therefore
on the property’s value.

These facts lead us to the inescapable second
step that any prudent investor will undertake: the
implementation of net leases. In order to maximize
the income-producing asset’s value, operators will
pass-through all expenses that the market will bear.
And while this is common practice in many markets,
especially for office, retail, and industrial properties,
multifamily apartment community operators would be
inclined to convert traditionally gross leases to a net
format. Like separately metered utilities, renters could
become responsible for paying their pro rata share of
the property taxes.

Preliminary comparative analyses based on Table 1
indicate that the impact on value will considerable.
Discounted cash flow models of gross rent properties
(e.g. full service leases with no expense pass-through
provisions, like apartments) evidence value declines of
greater than eleven percent when underwritten in this
manner. Otherwise comparable net leased property
analyses reveal declines of over six percent of market
value.

Such dramatic devaluation on ownership transfers
also presents a threshold barrier to renovation and new
construction and development activities. Significant
renovation could subject a property to reassessment
under current law. Any new product would be valued at
its current market value in the year it came into service,
yet it would have to compete for tenants against existing
properties which could offer space at significantly
lower rental rates. On the other hand, the five percent
assessment cap could potentially solve Florida’s historic
overbuilding problem, because no new development
will occur until demand exceeds supply by an amount
sufficient to offset the competitive disadvantage that
the new properties will face.

As a result, employment and compensation levels
for all jobs that revolve around commercial real
estate transactions will be negatively impacted. As
transaction volume wanes, the demand for appraisers,
attorneys, brokers, lenders, title agents and the like will
vanish as well. Given Florida’s historical reliance on
real estate development and transactional activity for
economic development, the five-percent cap could be
the harbinger of Florida’s economic demise.

As evidenced in a chart from the previously referenced
Lincoln Institute of Land Policy report, the assessment
limitations on non-homestead property shifts the
tax burden back towards homeowners, who already
shoulder the overwhelming majority of the load.




FIGURE 4
Residential Share of Total Assessed Value in Selected States, 20002006
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Despite that Florida’s income producing property
owners actually write the checks, most economists
would argue that the ultimate end user of the property
actually pays the taxes. That means that the retail
shopper and the clients of office or industrial tenants
are the ones who pay the tax, because the costs are
passed through to the ultimate end user. And although
Florida’s tourists contribute their fair share, most of the
end users of non-homestead property in Florida are its
residents. In the end, assessment limitations deliver:

lower tax revenues for local government,

lower municipal bond credit ratings,

local governments that are hamstrung in adapting to
changing economic conditions,

greater reliance on other types of taxes,

an unnecessarily complicated system for taxpayers,
reduced real estate transaction activity,

fewer jobs and lower compensation for transaction
facilitators, and

they are an impediment to a vibrant economy.
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