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Definition of Split Roll Tax: A taxation under which real estate taxes on business, retail, 

apartments and industrial buildings are levied at higher rates than on residential homes. 

 
In the fall of 2018, two groups and an outside advocacy group announced that they have received enough signatures to have 
Split-Roll Property Tax added to the November 2020 ballot for citizens to vote on. Details are just becoming available about 
what will be contained in the legislation, however, BOMA OC Strongly Opposes dismantling Proposition 13’s protections against 
unfettered property tax increases.  
 
After November’s 2018 election, California Democratic Legislators and Governor Newson now have a super or mega 
majority in both the House and Assembly. Many of our BOMA Members (principal and allied) could be significantly 
impacted if split-roll taxes are implemented in California as this will likely raise property taxes every third year to market. A 
proposition like Split-Roll tax sounds great when the economy is doing extremely well. The government can easily find ways to 
spend the newly created revenues, but we all know when the music stops, and all the new subsidized programs need to be cut 
back, not one will say “it’s okay” to reduce my budget or eliminate my program. They clearly will not be saying “we are happy to 
pitch-in and tighten up our belts”. To this end, BOMA’s Government Affairs Committee/BOMA Cal put together these helpful 
hints to consider if this legislation were to move forward or, worse, pass. Additionally, we suggest you work with your ownership 
and BOMA Allied Members to anticipate any additional financial impact this new law could have on your real estate portfolios. 

 
Helpful Facts on the Impact of Split-Roll Taxes:  
 

• Prop. 13’s protection of commercial property is not a loophole. Since California became a state all property has been taxed the same 
– commercial properties were included in Prop. 13 because wild commercial property tax increases are harmful to commercial tenants, 
property owners, small businesses and the state’s economy.  

 
• California business property owners do pay their fair share in property taxes. Board of Equalization data shows that revenue from 

property tax has grown at an average annual rate of 7.5% for non-homeowner property; and 7.2% for homeowners since Proposition 
13 was put in place.  

 
• Altering Prop. 13 in the form of a split-roll is a $11 billion tax increase on California families and businesses and would cost roughly 

396,345 jobs over the first five years while disproportionately hurting small businesses, especially those owned by women and 
minorities.  
 

• Increasing property taxes so drastically on commercial property in an era when brick-and-mortar businesses are suffering in the face 
of digital commerce is a mistake as some commercial property value could stagnate and retail businesses, would take another hit.  
 

• Proposals to repeal Prop. 13 protections would also result in higher costs for apartment renters since multi-family income producing 
properties are considered commercial.  

 
• Proposals to repeal Prop. 13 protections contain no real accountability controls or requirements on where the money should go. 

Instead, they just raise more tax money that our elected officials can spend however they want.  
 
• In 2017 the California Legislature just approved $52 billion in new taxes and fees when they passed the transportation package and 

is already considering billions more in other taxes this Legislative session. We should see how these tax increases work and their 
impact on the economy before even considering another multi-billion-dollar tax hike.  
 

• Prop. 13 creates a stable, predictable, growing revenue source for the state and it protects funding sources from the “boom and bust” 
of the real estate market.  
 

• If there are holes in California government agency budgets, they are caused by unfunded pension liabilities and unchecked spending.  
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• Businesses already must deal with increased costs through cap-and-trade, gasoline taxes, minimum wage boosts and a plethora of 
other mandates from the Legislature. If a split-roll tax passes, the new financial weight will cause many businesses to cut costs instead 
of creating jobs.  
 

• Aside from the direct impact on properties, the State’s own Legislative Analyst’s office has warned that the proposal will introduce 
volatility into the state’s funding stream that puts everything from school funding to support and health programs for the elderly at 
risk.  

 
Helpful Thoughts – For Commercial Real Estate Owners: 
 

• Review cost increases to the overall operating cost to the property. What percentage would be passed through to the customers and 
what would directly hit the bottom line?  
 

• How will customers, especially small to mid-sized companies, pay the significant increase? Will this cause a large percentage to file 
bankruptcy, reduce staff or leave the state in order to survive such a significant increase?  

 
• If Split-Roll tax were to pass for commercial properties, it would only be a matter of time before legislature is present to include 

residential, appealing Prop 13 protection all together. Will it force elderly and new home buyers to leave the state to be able to retire 
or start their young families?  
 

• This additional tax will be passed down to the occupiers of the buildings which includes all the BOMA Customers and Allied members. 
This will increase their occupancy cost and therefore be passed back to Landlords by increase vendor costs on the properties by 
increased hourly rates. Larger contracts such as janitorial, security, engineering, parking, and day-porter services will be affected. Do 
not overlook contracts for landscaping, sweeping, and window and power washing services. The state has already increased the 
minimum wage dramatically.  
 

Helpful Thoughts – Customers/ Residents:  
 

• If Split-Roll Tax were to pass it will affect smaller customers in all segments of the California small businesses community, especially 
minority and women owned business. Also, residents in all apartment units will also have a significant increase to their monthly 
rent. Working with business owners and residents about the impact they would expect should happen if this piece of Legislation were 
to move forward.  
 

Proactive Approach for the Commercial Real Estate Community: 
 

• Put this on the radar with the company and ownership. Add a brief write up about the new law to your Business or Asset Management 
plans. Have each owner financially defend their position and defeat this bill. 
 

• Be prepared to discuss with your customers how this new law could/will directly influence their business/residence. Would this push 
a decision for them to finally move out to California. Will the employees be forced to follow if jobs are hard to come by? What impact 
does this have on families now forced to move out of state away from parents and grandparents.  
 

•  There are four key issues owners/businesses/residents will face: 
1) The cost increase – both at work and home 
2) Job loss to the state 
3) Putting small business creation at risk. 
4) Lack of accountability on what the funds are needed for. For the first time in year there is a surplus of funds at the state. 

What specifically are these $11 Billion of tax increase needed for? 


