STAFF REPORT

SAUSALITO HISTORIC LANDMARKS BOARD

Project: Mills Act

Meeting Date: April 9, 2014

Subject: Mills Act Information

Staff: William Card, Contract Planner \J\\\*.S L Ce S

Background

‘As you may recall at the last HLB meeting on March 26, 2014, discussion near the end of the
meeting revolved around questions about the Mills Act. Staff did some research and found
information from three “like” communities such as the City of Larkspur, City of Monterey and

City of Dana Point CA. In addition, you can find an overview of the Mills Act on the CA.gov -
Office of Historic Preservation Website. Attached are the screen view prints of the local
websites containing information about their programs and the CA.gov website for your use.

Recommendation

No action needed - Information Only

Attachments
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Mills Act

The Mills Act Contract Program

The State of California enacted the Mills Act in 1972 to allow cities to enter into & contract with an owner
of a “qualified historical property” to provide property tax reductions in return for appropriate
preservation/ restoration/ rehabilitation of their historic property.

In Larkspur, any property owner whose residence is listed on Larkspur's Inventory of Historic Resources
is potentially eligible to apply for a Mills Act Contract. Some of the benefits of entering into a Mills Act
Contract are:

» Preservation of the valuable historic and architectural tapestry of the City.

¢ In most cases, lowering of the property taxes to be paid, sometimes quite dramatically.

* More money remains available to the property owner for maintenance and or
restoration/rehabilitation of the resource due to property tax savings.

- » When a property under a Mills Act Agreement is sold, the tax rate approved under the Mills Act
Contract transfers to the new owner and the property is not reassessed based upon the selling
price.

The inherited property tax savings can be a big selling point to potential buyers.

Limitations

The City of Larkspur's Mills Act program is limited to residential property only, and is not applicable to
historic commercial properties. Applications are accepted by invitation only. An invitation to apply for a
Mills Act Contract will be will be mailed to all property. owners of residences listed on Larkspur's

Inventory of Historic Resourres when an opening becomes available. All Mills Act applications will be
screened for gligibility and will be reviewed based on established criteria,

Be advised that the Larkspur City Council has set a limit on the amount of property tax loss the City will
accept as a resuit of the Mills Act. The limit on permitted tax losses restricts the number of concurrent
contracts that may be authorized.

References
The terms and conditions of a Mills Act Contract are provided under California_Soveinment Code Section
B0280-50290.

If approved, the Marin County Assessor will re-assess the property in the manner specified in the
Catifornia Revenue and Taxation Code Sechions 439-4392.4.

spur, Celifornia 94939 » tei: (415) 927-5110 « fax: (415) 927-5022
hota Credits o Accessibifity « Copyright Notices « Green » Powered by CivicPlus
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5 CITY OF MONTEREY
TAX SAVINGS PROGRAM FOR HISTORIC PROPERTIES
- (MILLS ACT)

The City of Monterey is excited to offer this tax savings program to the citizens of
Monterey! The program reduces property taxes for owners of locally designated “H”
(historic) buildings. The tax savings can be substantial for property owners, particularly
if the building was purchased recently. Please come talk to the City’s Planning Division
staff for more information about this program and how you can participate.

PURPOSE: A Mills Act Contract is an agreement between the City of Monterey and
property owner of a City designated historical building. The property owner benefits
from a reduction in property taxes, and the City is ensured the historic building is
preserved.

TERM OF CONTRACT: A Mills Act Contract is for a period of ten (10) years with
one (1) year additional being added on the anniversary of the contract. The contract
rights and obligations are binding upon all successive owners of the property during the
life of the contract. This is a significant benefit because the property retains the lower
Mills Act tax rate when the property is sold. This could be an attractive selling point for

your property.

To end the contract, either party may submit a Notice of Non-Renewal which will
terminate the contract at the end of the ten (10) year period. Cancellation of the comtract
by the City-due to non-compliance requires a public hearing and will result in the
immediate termination of the contract and a penalty equal to twelve and one-half percent
(12 %2 %)of the assessed market value of the property.

MILLS ACT CONTRACT REQUIREMENTS:

1. The contract will require that the historic elements of the property are maintained
in good condition. This will include a plan for maintenance and may also include
a program to restore deteriorated elements; and

2. All recipients of Mills Act Contracts will be required to prepare a maintenance
plan and submit an annual report to the Community Development Director, which
will specify all work done to maintain and preserve the historic building over the
year in accordance with the owners’ maintenance plan. Any maintenance work
must be in accordance with the Secretary of Interior Standards for Rehabilitation.

MILLS ACT SELECTION CRITERIA: To grant approval of a Mills Act Conttact
Application, the City Council must make the following findings:

1. The structure is designated as a historic resource by the City of Monterey, such
as “H” designation; and



2. The Mills Act Contract will serve to offset the costs of rehabilitating and/or
maintaining the cultural resource.

APPLICATION MATERIALS: The following materials must be submitted to the
Community Development Department, Planning Division in order to process a Mills Act

Contract Application:

1.  City of Monterey Planning Division Application Form;
Copy of the legal description attached as “Exhibit A”;

3. A maintenance plan for the historic building and a cost estimate of the work to be
done attached as “Exhibit B”; '

4. Photos of the exterior of the property attached as “Exhibit C”. These photos should be

a minimum of 57”x7” in size and should show all elevations of the structure.

REVIEW PROCESS: A request for a Mills Act Contract is initiated by submittal of a
complete application to the City of Monterey Community Development Department.
Staff then prepares a report for consideration by the Historic Preservation Commission.
The Commission reviews the application, required documentation, and the staff report
and recommends approval, modification, or denial of the request to the City Council.
The City Council will take final action on the request and either approve or deny it.

SUBMITTAL OF CONTRACT TO CITY CLERK: Once the contract has been
approved by the City Council, the City will mail the contract with the appropriate
recording fee to the County Recorders Office. The property owner will be responsible
for paying any filing fees.

After recordation, the recorded contract must be sent to the County Assessor. The
Assessor calculates the exact tax savings. The County Assessor must have the recorded
contract no later than December 31* for the contract to start the following year.

- Property owners are required to report to the State Office of Historic Preservation that a
Mills Act contract has been concluded. A copy of your completed contract will be sent
to: ' :

State Office of Historic Preservation
1416 Ninth Street

Sacramento, CA 95814

Attention: Gene Itogawa

If you need any help or have questions, please contact the Planning Division at (831)
646-3885.



SUBMITTAL CHECKLIST

City of Monterey Planning Division Application Form

Copy of the legal description attached as “Exhibit A”

A maintenance plan for the historic building and a cost estimate of
the work to be done attached as “Exhibit B”
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3 . Arct
Mills Act Property Tax Abatement Program |
Cert ;
READ THIS FIRST! ' :
Cert
The Mills Act Program is administered and implemented by local governments. Mills Act contracts
are between the property owner and the local government granting the tax abatement. OHP is not Fedt
a signatory to Mills Act contracts. Prog
Each local government establishes their own criteria and determines how many contracts they will Fed:
allow in their jurisdiction. For answers to specific questions such as local eligibility criteria, ]
application procedures, and contract terms, contact the city or county official for your jurisdiction. Hist:
Stat
GENERAL MILLS ACT QUESTIONS and ANSWERS
Q: My property or a property | am considering buying is already under a Mills Act contract Mills Ac
What does that mean to me as a property owner?
Shannot
A Mills Act
Mills Act contracts are for 10 years initially with automatic yearly extensions and stay with the S%ti:?
property when transferred. Subsequent owners are bound by the contract and have the same rights T

and obligations as the original owner who entered into the contract. Because the local government T
and the property owner negotiate other specific terms of the contract, you need to contact your local
government to determine the rights and obligations a Mills Act contract creates.

Mills Act Contacts

Q: How are tax assessments determined for properties under the Mills Act?

A:

The State Board of Equalization has provided guidelines for county assessors for use in assessing _
properties under the Mills Act.

Board of Equalization Guidelines

Q: Does my property qualify for the Mills Act Program?
A:
First, find out if your local government participates in the program. Use the Mills Act Contacts list

to find out if your local government participates in the Mills Act Program, what the local criteria are,
and what the process is for applying. ‘



B -

Mills Act Property Tax Abatement Program Page 2 of 3

Q: No, my local government does not currently participate. Now what do I do?

Al

Contact the Planning Department or Community Development Department of your local
government and ask them to consider adopting the Milis Act Program.

California Cities Contact Information

California Counties Contact Information

Q: What is the Milis Act Program?

A: Economic incentives foster the preservation of residential neighborhoods and the revitalization
of downtown commercial districts. The Mills Act is the single most important economic incentive
program in California for the restoration and preservation of qualified historic buildings by private
property owners. Enacted in 1972, the Mills Act legislation grants participating local governments
(cities and counties) the authority to enter into contracts with owners of qualified historic properties
who actively participate in the restoration and maintenance of their historic properties while
receiving properily tax relief. California State Codes Relating to the Mills Act include the following:

California Government Code, Article 12, Sections 50280 - 50290

California Revenue and Taxation Code, Article 1.9, Sections 439 ~ 439.4

Q: How does the Mills Act benefit Local Governments?

A; The Mills Act allows local governments to design preservation programs o accommodate
specific community needs and priorities for rehabilitating entire neighborhoods, encouraging
seismic safety programs, contributing to affordable housing, promoting heritage tourism, or
fostering pride of ownership. Local governments have adopted the Mills Act because they
recognize the economic benefits of conserving resources and reinvestment as well as the important
role historic preservation can play in revitalizing older areas, creating cultural tourism, building civic
pride, and retaining the sense of place and continuity with the community's past.

- A formal agreement, generally known as a Mills Act or Historical Property Contract, is executed
between the local government and the property owner for a minimum ten-year term. Contracts are
automatically renewed each year and are transfetred to new owners when the property is sold.
Property owners agree to restore, maintain, and protect the property in accordance with specific
historic preservation standards and conditions identified in the contract. Periodic inspections by city
or county officials ensure proper maintenance of the property. Local authorities may impose
penalties for breach of contract or failure to protect the historic property. The contract is binding to
all owners during the contract period.

Q: How does the Mills Act benefit Owners of Historical Properties?

A: Owners of historic buildings may qualify for property tax relief if they pledge to rehabilitate and
maintain the historical and architectural character of their properties for at least a ten-year period.
The Mills Act program is especially beneficial for recent buyers of historic properties and for current
owners of historic buildings who have made majer improvements to their properties.

Mills Act participants may realize substantial property tax savings of between 40% and 60% each
year for newly improved or purchased older properties because valuations of Mills Act properties
| are determined by the Income Approach to Value rather than by the standard Market Approach to
Value. The income approach, divided by a capitalization rate, determines the assessed value of the
property. In general, the income of an owner-occupied property is based on comparable rents for

!
’ i
i

http://ohp.parks.ca.gov/?page id=21412 4532014 |



Mills Act Property Tax Abatement Program Page 3 of 3

similar properties in the area, while the income amount on a commercial property is based on
actual rent received. Because rental values vary from area to area, actual property savings vary
from county to county. In addition, as County Assessors are required to assess all properties
annually, Mills Act properties may realize slight increases in property taxes each year.

Home |
Q: What is a Qualified Historic Property?

Al A qualified historic property is a property listed on any federal, state, county, or city register,
including the National Register of Historic Places, California Register of Historical Resources,
California Historical Landmarks, State Points of Histarical Interest, and locally designated
tandmarks. Owner-occupied family residences and income-producing commercial properties may
qualify for the Mills Act program, subject to local regulations.

Q: What is OHP’s role in the Mills Act program?

A: OHP provides Mills Act information to local governments and uses information provided by local
governments to maintain a list of communities participating in the Mills Act program as well

as copies of Mills Act ordinances, resolutions, and contracts that have been adopted. OHP does not
participate in the contract negotiations, is not a signatory to the contract and has no authority over
the administration of the Mills Act program.

.......

Q: Where can | get more information?

A: Contact your local government for answers to specific gestions about the program in your
community. Additional information is available from the Board of Equalization and California
Government Code, Article 12, Sections 54280 - 50290,

Back to Top | Conditions of Use | Privacy Policy
Cogpyright © 2013 State of California
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