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Real Estate Conveyance Tax


You wanted to know which states use real estate conveyance tax revenues to acquire land for open space, their tax rates, the amount of revenue the taxes generate, and whether these amounts are enough to meet open space acquisition goals.  

SUMMARY


Twenty-three states use various mechanisms to fund open space acquisition and preservation programs (see Table 2, below).  As Table 1 shows, 11 states use the real estate conveyance tax, which generally applies to deeds, instruments, and other documents used to sell, transfer, grant, or assign real property. The tax is usually based on the value of the property being conveyed.  The amount of the revenue generated by the tax in those states varies from $300,000 in Rhode Island to $52 million in Maryland.  This memo discusses how the tax has worked in six of these states.


Arkansas and Vermont use the tax to directly fund other activities, such as preserving farmlands and historic properties and developing affordable housing.  Delaware uses the tax to pay the annual debt service on bonds that were issued specifically for open space preservation.  Florida, North Carolina, and Vermont tap other state revenues besides those generated by the conveyance tax.  Maryland expanded its open space program in 1997 by targeting rural lands facing development pressures. 

Table 1: States Funding Open Space Acquisition with Real Estate Conveyance Taxes

	State
	Tax Rate
	Amount Generated Per Year for Open Space Acquisition(1)

	Arkansas
	$2.20 for each $1,000
	$4 million

	Delaware
	2% of property’s value
	(2)

	Florida
	70 cents for each $100
	$20-$40 million

	Illinois
	0.10% of property’s value
	$12 million

	Maryland
	0.5% of property’s value
	$52 million 

	North Carolina
	$2.00 for every $2,000
	$5 million

	Pennsylvania
	1% of property’s value
	$22-$28 million

	Rhode Island
	0.28% of property’s value
	$300,000-$500,000

	South Carolina
	0.26% of property’s value
	$2.2 million

	Tennessee
	0.37% of property’s value
	$4 million

	Vermont
	0.5% for first $100,000 and 1.25% for amount over $100,000
	$1-2 million


(1) Interim Report of the Governor’s Council on New Jersey Outdoors, May 1, 1997

(2) Awaiting data

ARKANSAS


This state funds open space acquisition through a real estate conveyance tax surcharge that was imposed in 1987 and then increased in 1993.  The base tax is $1.10 per $1,000 or a fractional part thereof, and the surcharge is $2.20 per $1,000.  The latter generates about $4 million a year, and the state uses the funds to acquire lands with “significant natural occurrences or with diminishing natural resources,” preserve historic properties, and manage state parks. The state also levies a 1/8 of a cent sales tax to fund several conservation agencies and commissions.  That tax generates about $37 million a year.  


The conveyance tax generates enough revenue to fund open space purchases, Judy Gaddy, grants coordinator for the Arkansas Natural and Cultural Resources Council, stated.  The legislature imposed the surcharge because of other more pressing demands (e.g., education) on the state budget.

DELAWARE


Delaware funds its open space acquisition program with general obligation bonds and uses the 2% realty transfer tax to pay the bonds’ annual debt service.  It deposits any remaining tax revenues in accounts dedicated specifically to open space purchases.  Since 1990, the state has issued $30 million in bonds and appropriated $20 million in general funds for open space.  As of May 1996, it spent over $47 million to acquire over 13,000 acres, which is about 5% of the land designated for open space preservation. 

FLORIDA


Florida’s documentary stamp and phosphate severance taxes generate about $40 million annually for the Conservation and Recreation Lands (CARL) program.  The stamp tax equals 70 cents for each $100 or fractional part thereof.  The state allocates between $10-20 million a year from these dedicated tax sources to acquire open spaces and uses the rest to manage lands, pay local taxes, fund special projects, and cover administrative costs.  The program also receives about $135 million annually in bond funds authorized under the Preservation 2000 Act, which was passed in 1990.  But these multiple revenue sources do not generate enough funds to acquire all of the land on the program’s list, the total value of which exceeds $1 billion (CARL, www.dep.fl.us/stland/oes/carlmain.htm, July 10, 1997).  

MARYLAND


This state devotes 90% of the revenue generated by its 0.5% real estate conveyance tax to fund open space preservation programs.  The tax generated about $57 million in FY 1996-97.  The statutes distribute the funds among different open space preservation programs, including those to preserve farmland and open spaces in rural areas facing development pressure.  Some of the programs provide grants to municipalities and land trusts.  

NORTH CAROLINA


Automobile vanity license plate fees and real estate conveyance excise stamp tax revenues fund North Carolina’s open space acquisition program.  The license plate fees generate about $1.5 million a year, all of which go toward open space purchases.  The excise stamp tax is $2.00 for every $2,000 or fractional part thereof, and generates about $45 million a year of which $5 million is earmarked for acquiring and maintaining environmentally sensitive lands and $16 million for acquiring and maintaining state parks. 

VERMONT


Vermont funds open space purchases through the Housing and Conservation Trust Fund, which the legislature created in 1987.  The fund receives state bond funds and 40% of the revenue generated by the property transfer tax, which averages $1.5 million annually.  The tax is 0.5% for the first $100,000 and 1.25% of the amount over $100,000.  In 1996, the legislature repealed the law dedicating a portion of the revenue to the fund, but inserted identical provisions in the budget act.  The transfer tax revenues constitute 7% of the fund’s total asset, and are used mainly to provide technical assistance to land trusts, housing cooperatives, and municipalities.


As of 1996, the fund has helped to preserve over 105,000 acres and develop over 4,000 affordable housing units (Smart States, Better Communities, National Trust for Historic Preservation, 1996).  In 1996 it spent over $4 million to preserve 9,500 acres and 28 farms and $4 million to develop 305 affordable housing units (Report to the General Assembly, Vermont Housing and Conservation Board, 1997). 

Table 2:State Land Preservation Funding Mechanisms

	Mechanism
	States

	Tax or earning on natural resources
	Alabama, Michigan, Montana

	Lottery Proceeds
	Arizona, Colorado, Iowa, Minnesota, Nebraska

	Real Estate Conveyance Taxes
	Arkansas, Delaware, Florida, Illinois, Maryland, North Carolina, Pennsylvania, Rhode Island, South Carolina, Tennessee, Vermont

	Sales Tax
	Arkansas, Missouri

	Cigarette Tax
	California, Nebraska, Texas

	Vanity License Plate Fees
	California, Indiana, North Carolina 

	Unincorporated Business Name Registration Fees
	Florida

	Trademark Renewals
	Florida

	Transfer Tax
	Florida

	Unclaimed Bottle Deposit Receipts
	Michigan

	State Habitat Stamp
	Nebraska

	Share of State Budget Surplus
	North Carolina (6.5% of surplus)


Source: Interim Report of the Governor’s Council on New Jersey Outdoors, May 1, 1997
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