Everything You Need to Know About Split Roll
There is a ballot initiative being proposed in California that seeks to repeal Proposition 13 protections
for property owners. Prop. 13 was originally created in 1978 and ensures properties are reassessed for
tax purposes only after a change in ownership or completion of new construction. It allows minimal
increases for inflation. The new measure being proposed for the November 2020 ballot would replace
Prop. 13 protections with a “Split Roll” property tax. This system would require commercial real estate
to be reassessed at least every three years and taxed according to its current market price.
Since Prop. 13 protects homeowners from paying higher taxes, it is generally popular among
constituents. Past efforts to repeal it have been unsuccessful. The newest version of Split Roll effectively
separates commercial properties from residential ones, meaning owners of residential real estate would
maintain their Prop. 13 protections. This distinction could make the current version of Split Roll more
appealing to voters, who might perceive it as a tax on businesses as opposed to homeowners.
Detractors of Split Roll claim its supporters are promoting the measure despite being aware of its
considerable shortcomings. The initiative has undergone multiple rewrites in the last few months alone.
This August, Split Roll lobbyists decided to scrap the initial version of the measure to write a second
draft that aims to “substantively strengthen the measure” and “widen the path to victory.”1 In order for
the new version of the measure to qualify for the November 2020 ballot, Split Roll and its supporters will
need to collect almost one million signatures by May 1. This figure is a considerable increase from the
585,407 signatures required for its original passing last year.
Since then, a third version of the ballot initiative was created to amend the one submitted a month
prior. Split Roll’s critics question why its supporters are keeping the initial draft on the ballot while
acknowledging it is flawed and executing numerous, successive rewrites. One critic bemoans
“Unfortunately, these special interests are so intent on destroying Proposition 13 that they’ll leave the
first poorly written measure on the ballot as a backup just in case they can’t qualify the new measure.”2
Split Roll purports to “reclaim over $12 billion per year for K-12 schools, community colleges and local
communities.”3 While this bill is being touted as the “Local Schools and Communities Funding Act,” its
name is misleading. A Fiscal Impact Estimate released by the State Attorney General admits 60% of tax
revenue generated by the measure would be “allocated to cities, counties, and special districts.”4 Some
portion of the remainder will be given to schools and local communities.
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Moreover, it is unclear whether county assessors’ offices have the resources to meet this tremendous
increase in workload throughout the state. If passed, the ballot measure suggests a three-year transition
phase in which assessors’ offices prepare for Split Roll’s implementation. However, Los Angeles County
Assessor, Jeffrey Prang insists “it’s physically not possible.”5
Prang, a self-described liberal Democrat6 outlined “his office’s $180 million annual budget would have to
be augmented by $130 million in the first year of implementation, plus $80 million per year going
forward, to pay for an additional 400 appraisers. Statewide, about 1,000 additional appraisers would be
needed to implement the measure.”7 Additionally, Prang mentions it takes five years to train a
commercial appraiser—more time than is allotted by the three-year transition period.
The practical and financial concerns of implementing Split Roll seem to have been an afterthought to the
measure’s drafters, as earlier forms of the initiative fail to mention the heavier burden placed on county
assessors. Later versions of the document, however, casually suggest local government should take out
loans from the state government, whose total would be “possibly in the hundreds of millions of
dollars.”8
Other critics question how Split Roll will alter development in California. Under its proposed system,
commercial properties will yield a relatively higher tax revenue when compared to residential
properties. One study conducted at Pepperdine University warns this could “exacerbate the current
tendency of local communities to favor sales tax‐generating and hotel tax‐generating properties over
other forms of development” in what is dubbed the “fiscalization of land use.”9
The paper explains that there is a paucity of research on how Split Roll will affect property values.
According to the authors, “Conceptually, the increase in property taxes will force land owners to pay
more annually for the land they own, thereby making it less attractive and reducing prices. Proponents
of the Split Roll tout this as making land “more affordable.” The decreasing desirability of holding land is
partially offset by the implicit incentive to make the land more productive by developing it while
simultaneously making the risks associated with developing it greater through higher uncertainty about
the future cost of holding the land (the uncertainty of paying property taxes on fair market value).”10
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Critics also point out that California Governor Gavin Newsom recently signed a budget with a $20 billion
surplus that is projected to continue growing.11 It is unclear why a state with a thriving surplus might
need an additional $12 billion in tax revenue annually.
Even to those who believe the state government needs more funding, linking government revenue to
the real estate market might not be wise. The Pepperdine University study gives the example of 20082009 when property values crashed following the sub-prime crisis. During this time, commercial real
estate values fell almost 7%, while property taxes collected from these same properties rose 5%.12 This
illustrates that making a substantial portion of government revenue contingent upon the cyclical nature
of the real estate market might not be prudent. For the government to effectively plan its budget
considering the revenue earned from the proposed Split Roll tax, it would have to accurately foresee
and quantify shifts in the real estate market and predict their timing.
The final decision on Split Roll will not be made for another year. A PPIC poll shows that despite majority
support for Prop. 13, likely voters are divided over a Split Roll system that would repeal Prop. 13
protections for commercial properties, with only 46% of voters supporting it.13 Other studies indicate
this percentage may be as high as 54%.14 That said, a majority of adults (61%) and likely voters
(53%) polled said they would support the new measure if the tax revenue were to be directed towards
education.15 Only time will tell whether this prediction proves to be accurate.
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