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CITY OF OCEANSIDE

STAFF REPORT

DATE: July 18, 2007
TO: Honorable Mayor and Members of the City Council
FROM: Community Development Department/Planning Division

SUBJECT: INTRODUCTION OF AN ORDINANCE TO APPROVE ZONE
AMENDMENT (ZA-3-07) ESTABLISHING A MILLS ACT PROGRAM
THROUGHOUT THE CITY OF OCEANSIDE

SYNOPSIS

Staff recommends that the City Council introduce an ordinance for Zone Amendment (ZA-
3-07) amending Oceanside Historical Preservation Code Chapter 14A to establish a Mills
Act Program for the Preservation of Historic properties throughout the City of Oceanside;
and adopt a resolution establishing the application process, review procedures and
required contract provisions for the implementation of the Oceanside Mills Act Property
Contract Program pursuant to the Historical Preservation Ordinance Chapter 14A.

BACKGROUND

On November 15, 2006, the City Council directed staff to work with the Oceanside
Historical Preservation Advisory Commission (OHPAC) to prepare a draft Mills Act
Ordinance, including methods for designating historical sites.

On March 6, 2007, the OHPAC conducted an initial review of a Draft Mills Act
Ordinance, the City’s current cultural/historic resources inventory survey prepared in
1992, and a sample Mills Act Program for the City of Pasadena. Upon conclusion of
receiving public input, OHPAC unanimously agreed to have staff continue with
implementation of a Mills Act Program for the City of Oceanside, and directed staff to
model the program after the City of Pasadena’s program and return to OHPAC for
formal action.

On April 26, 2007, the OHPAC conducted a public hearing in order to receive public
testimony, and upon due consideration took action adopting OHPAC Resolution No.
2007-H01 recommending approval of Zone Amendment ZA-3-07 amending Chapter 14
A of the Oceanside City Code to establish a Mills Act Program and approval of a Mills
Act Property Contract Program to the City Council for formal action.



Staff has reviewed the current Historical Preservation Ordinance (Chapter 14A),
evaluated the Mills Act potential benefits and fiscal impacts associated with the creation,
adoption and implementation of a Mills Act Program, and have determined that adoption
of such a program will supplement the existing historic preservation ordinance and will
promote historic restoration and preservation throughout Oceanside. Based on staff’'s
review, a draft Mills Act Ordinance (Attachment 1) and a complete Mills Act Program
packet (Attachment 2) has been prepared for formal consideration by the City Council.

Historical Preservation Ordinance: Chapter 14A of The Oceanside City Code establishes
the Historical Preservation Ordinance for the City and sets forth as a matter of public
policy, that the recognition, preservation, enhancement, perpetuation and use of
structures, landscape features, sites and areas within the City of Oceanside having
historical, architectural, archeological, cultural or aesthetic significance is required in the
interest of economic prosperity, cultural enrichment and general welfare of the people.

The current Historical Preservation Ordinance establishes the Historical Preservation and
Advisory Commission; historical area and site designation criteria; historical area or site
designation procedures; permits required to alter, demolish, etc., historical structures;
permit procedures; duty to keep in good repair; and penalties for nonenforcement of
Ordinance provisions. The Ordinance does not include Mills Act provisions at this time.

Current Cultural/Historic Resources Inventory: In 1992 a cultural resources inventory
survey was conducted for the City of Oceanside. The survey identified residential,
commercial, public, religious, sites/cemeteries, landscaping and other cultural resources.
Of all the resources surveyed a total of four — three religious and one residential — were
identified as having the potential to be listed on the National Register of Historic Places.
In addition a total of 137 residential and commercial resources may be eligible for
designation as a Local Historical Resource. Currently, six historic/cultural resources are
listed in the National Register of Historic Places and eight resources are locally
designated (Attachment 3).

The Mills Act: 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.

The Mills Act legislation, enacted in 1972, grants participating local governments
authority to enter into contracts with owners of qualified historic properties who actively
participate in the restoration and maintenance of their historic properties. In exchange,
property owners receive property tax relief. A qualified historic property is one listed on
any federal, state, county or city register, including the National Register of Historic
Places, California Register of Historic Resources, California Historical Landmarks, State
Points of Historical Interest, and locally designated landmarks. Owner-occupied family
residences and income-producing commercial properties may qualify for consideration
for the Mills Act program.



ANALYSIS

Benefits to Local Governments: Many local governments throughout California 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. The Mills Act allows local
governments to design preservation programs to 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.

Benefits to owners: 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 major improvements to their properties. Mills Act participants may realize
substantial property tax savings between 40 percent and 60 percent each year for newly
improved or purchased properties. 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 similar properties in the area, while the income amount on a
commercial property is based on actual rent received. Actual tax savings are calculated
by the County Assessor’s Office.

The Mills Act Contract and Implementation: A formal agreement, generally known as a
Mills Act Property Contract, is executed between the local government and the property
owner for a minimum ten-year term. As part of the agreement, property owners agree to
restore, maintain, and protect the property in accordance with specific historic
preservation standards and conditions identified in the contract. A Mills Act contract
must be developed in accordance with California Government Code, Article 12, Sections
50280-50290 and California Revenue and Taxation Code, Article 1.9, Sections 439-
439.4. Contracts are automatically renewed each year and transferred to new owners
when the property is sold. The contract is binding to all owners during the contract
period.

Periodic inspections by city officials ensure proper maintenance of the property. Local
authorities may impose penalties for breach of contract or failure to protect the historic
property. These inspections are not mandatory, and are largely intended to be used in
cases where serious non-compliance issues may necessitate them. Typically, cities
conduct an annual “from the curb” inspection to record maintenance and restoration
progress. The state average penalty for breach of contract by the property owner is
approximately 12.5 percent of the current market value, and staff recommends that the
City of Oceanside utilize the state average of 12.5 percent as part of the overall program
implementation.



Program Implementation_and Program Impacts in other Cities: Staff has evaluated
several Mills Act programs in effect throughout California. Statewide, 64 jurisdictions
have or are in the process of adopting Mills Act programs. In Orange, Los Angeles, and
San Diego Counties, participating cities include Anaheim, Orange, San Clemente, San
Juan Capistrano, Pasadena, Santa Monica, San Diego, Coronado, Chula Vista,
Escondido, and Encinitas. In order to control impacts on tax revenues some cities place
annual caps on the number of contracts awarded each year and/or tax revenue losses,
and impose permit processing fees to balance administrative staff costs.

Pasadena’s Mills Act program has been in effect since 2002. In these 4 years, 57
applications have been approved or are pending. This average of about 14 applications
a year is slightly higher than the typical number processed by other jurisdictions. The
City of Pasadena has limited the number of contracts to 25 single family residential
properties and/or a maximum of $75,000 in tax revenue losses annually. The City does
not charge applicants for Mills Act Contract processing. While the City of Pasadena has
elected not to charge fees in association with application for implementation of the Mills
Act program, other cities have established an application fee (e.g., City of Oakland has
a $400 application fee and $100 inspection fee, City of Orange has a $400 application
fee only).

Staff has prepared a comprehensive Mills Act Property Contract Program modeled after
the City of Pasadena’s program, and presents a draft of the document for formal review
and final action on the program’s content and context. Staff suggests establishing a
nominal application fee of $530 in order to recover costs associated with the
implementation of the Mills Act Property Contract Program. Staff has created a rough
cost analysis that itemizes City revenue expenditures to implement the program, and
has determined that approximately four hours would be required to administratively
review and approve a complete property contract program application packet, along
with one hour of staff time being required in order to annually conduct curbside
inspections for contract compliance. Based upon a rough estimate that provides an
hourly rate of $37.75 per hour for an Associate Planner to conduct work on a Mills Act
Application, it is anticipated that approximately $188.75 would be expended the first
year with an additional $37.75 each year thereafter for 9 years, or $339.75.

Mills Act Program_Components: Based upon a review of the enabling legislation and
the programs in other cities, staff recommends that the City of Oceanside develop and
maintain the following Mills Act Program Components:

An amendment to the existing Historical Preservation Ordinance (Chapter 14A) to
include a Mills Act Program

A Mills Act Information Brochure (hard copy and Web site)

An Application Process and Forms, including:

1. Application Form

2. Financial Analysis Form (Estimate of tax savings)

3. Restoration/Preservation Plan



(Owners strategic plan for restoration/maintenance)

A Mills Act Financial Table

A Mills Act Historic Property Agreement Form (contract)
A Program Administration Plan

An Annual Property Monitoring Plan
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Draft Mills Act Ordinance and Required Code Amendments: The General Plan and Local
Coastal Program (LCP) encourage the preservation and/or rehabilitation of buildings of
historical or architectural significance. Adoption of a Mills Act Ordinance will be consistent
with the General Plan and LCP and as a legislative act, requires approval by the City
Council.

City staff has prepared a draft Mills Act Ordinance for the City of Oceanside, and
recommends that the proposed Ordinance be incorporated into Chapter 14A Historical
Preservation as Sections 14A.4(k) “Qualified Historic Property” Definition, 14.A.6.1
“Preservation Incentives” and Section 14.A.6.2 “Mills Act Program.”

In accordance with the provisions of the California Environmental Quality Act Guidelines
Section 15378 (b) (4), implementation of the Mills Act Program is considered a creation
of a government funding mechanism or other government fiscal activity which does not
involve any commitment to any specific project which may result in a potentially
significant physical impact on the environment and is not considered a project as
defined by CEQA

FISCAL IMPACT

1) Development of the Mills Act program can be accomplished with current staff
resources, therefore cost associated with the program implementation will be primarily staff
time “soft costs”. Implementation of the program will require additional staff resources. The
estimated staff costs associated with the program are not expected to exceed $50,000
annually.

Property owners who participate in the program realize property tax savings that are
shared by all taxing entities, therefore impact to the City’s property tax revenue stream
should be minimal.

2) The city-incurred revenue loss from 25 properties under the Mills Act contract with the
City of Pasadena averaged $310 per property in 2004. The City of Anaheim annual tax
revenue loss associated with the implementation of the Mills Act is $100-$400 per property.

For 2003, the City of Ontario has disclosed that the total loss of revenue to the City on 16
Mills Act contracts was approximately $3,000 annually, or about $188 per property per
year. The tax loss to Ontario was estimated to result in almost $603,000 of property
owner-committed improvements and maintenance to properties under the Mills Act
Program.



Direct fiscal impacts for the City of Oceanside related to the reduction in property tax
revenue could be limited by setting a cap on the number of contracts awarded annually
and/or a maximum property tax revenue loss. Currently the City of Pasadena limits the
number of contracts awarded per year to 25 properties or $75,000 in annual tax revenue
loss. Since the assessment value of properties throughout Oceanside could vary
significantly, it is recommended that the City set a maximum annual property tax revenue
loss similar to that of the City of Pasadena.

The amount of property tax revenue lost per property subject to a Mills Act contract is
relatively small compared to the benefits of preservation and maintenance of the City's
Historical Resources, and although fiscal impacts are anticipated to occur, the positive
aspects of embracing such a program is incalculable. Benefits that outweigh the
impacts of establishing a Mills Act Ordinance include:

« Assurance that historic properties have been/are being properly restored and
maintained.

« Reduces property tax for property owners

« Increases likelihood of preservation and assures mechanism to avoid
deterioration of historic properties.

« Encourages homebuyers to purchase designated historic structures
« Fosters pride of ownership in Local History.

« Enhances marketability of historic properties - lower tax rate which is passed on
to future owners.

« Historic properties continue to be protected by the contract even when sold, and
the reduced property tax valuation is passed on to the new owner

CITY ATTORNEY’S ANALYSIS

The City Attorney has reviewed the proposed ordinance and the proposed resolution and
approves both the ordinance and the resolution as to form.



RECOMMENDATION

Staff recommends that the City Council introduce an ordinance for Zone Amendment (ZA-
3-07) amending Oceanside Historical Preservation Code Chapter 14A to establish a Mills
Act Program for the Preservation of Historic properties throughout the City of Oceanside;
and adopt a resolution establishing the application process, review procedures and
required contract provisions for the implementation of the Oceanside Mills Act Property
Contract Program pursuant to the Historical Preservation Ordinance Chapter 14A.

PREPARED BY: SUBMITTED BY:
Richard Greenbauer Peter A. Weiss
Senior Planner Interim City Manager
REVIEWED BY:

Michelle Skaggs Lawrence, Deputy City Manager
Mike Blessing, Deputy City Manager
Jerry Hittleman, Interim City Planner

ATTACHMENTS:

Draft Mills Act Ordinance

City Council Resolution

Mills Act Property Contract Program
Draft Chapter 14A “Historical Preservation Ordinance”
Current Cultural/Historic Resources Inventory
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
OCEANSIDE, CALIFORNIA ESTABLISHING THE
APPLICATION PROCESS, REVIEW PROCEDURES, AND
REQUIRED CONTRACT PROVISIONS FOR THE
IMPLEMENTATION OF THE OCEANSIDE MILLS ACT
PROPERTY CONTRACT PROGRAM PURSUANT TO THE
HISTORICAL PRESERVATION ORDINANCE CHAPTER 14 A

(City of Oceanside —Applicant)
(ZA-3-07)

WHEREAS, California Government Code, Section 50280, et seq., and California Revenue and
Taxation Code, Section 439 et seq., authorize the City of Oceanside to enter into contract with the
owner (s) of qualified historical property, as defined in the Oceanside Zoning Ordinance Chapter 14A,
to restrict the use of property in a manner which the City deems reasonable to carry out the purposes
of California Government Code, Section 50280, et seq., and California Revenue and Taxation Code,
Section 439 et seq.; and,

WHEREAS, The City of Oceanside possess a wide range of historic and cultural resources that
provide a significant link to the City’s extensive and diverse history, and that are valued as sources of
pride for the entire community; and,

WHEREAS, The Historical Preservation Ordinance Chapter 14A establishes the Historical
Preservation and Advisory Commission; historical area and site designation criteria; historical area or site
designation procedures; permits required to alter, demolish etc. historical structures; permit procedures;
duty to keep in good repair; and penalties for non enforcement of Ordinance provisions; and,

WHEREAS, Chapter 14A the Historical Preservation Ordinance for the City sets forth as a matter
of public policy, that the recognition, preservation, enhancement, perpetuation and use of structures,
landscape features sites and areas within the City of Oceanside having historical, architectural,
archeological, cultural or aesthetic significance is required in the interest of economic prosperity, cultural

enrichment and general welfare of the people; and,

WHEREAS, the City Council is dedicated to providing economic and other incentives to assist

owners of historic property with the preservation, rehabilitation, restoration, and/or reconstruction of
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historic resources; and,

WHEREAS, Oceanside Zoning Ordinance Chapter 14 A.7 states that the application process,
review procedures, and required contract provisions for preservation agreements shall be established by

separate resolution of the City Council; and,

WHEREAS, the City Council, after giving the required notice, did on the 18th day of
July 2007, conduct a duly advertised public hearing as prescribed by law to consider said
ordinance and the Mills Act Property Contract Program.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Oceanside,
California, as follows:

Section 1: The program implementing California Government Code, Article 12, Section 50280
et seq., more commonly known as the Mills Act and Chapter 14 A.7 of the Oceanside Zoning
Ordinance, for the purpose of preserving, rehabilitating, and maintaining designated historic resources
shall be known as the Mills Act Program.

Section 2: Pursuant to the Oceanside Zoning Ordinance Chapter 14 A.7, the City Council
hereby delegates to the City Planner or his/her designee the authority and responsibility to develop and
maintain an application for properties seeking qualification and participation in the Mills Act. .

Section 3: Pursuant to Oceanside Zoning Ordinance Chapter 14 A.7, the City Council hereby
delegates the City Planner or his/her designee the ability to administratively implement the Mills Act
Program throughout the City of Oceanside.

Section 4: The Historic Property Contract Forms to be used in the Mills Act program is
attached as Exhibit “A”. Pursuant to Oceanside Zoning Ordinance Chapter 14 A.7, the City Council
hereby delegates to the City Planner or his/her designee the authority and responsibility to amend and
modify the Historic Property Agreement as deemed necessary and appropriate, in consultation with the
City Attorney. The terms of the Agreement shall always comply with California Government Code,
Article 12, Section 50280 et seq. more commonly known as the Mills Act and Oceanside Zoning
Ordinance Chapter 14 A. The maintenance, repair, rehabilitation, and/or restoration standards
applicable to the subject property shall be entitled to qualify for a reassessment of the historic property,
pursuant to Chapter 3, Page 2, of Division 1 of the California Revenue and Taxation Code.

Section 5: To limit the fiscal impact of the Mills Act to the City of Oceanside, the City shall
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limit the number of Historic Property Contract Agreements to (25) properties or $ 75,000 in annual tax
revenue loss annually. Applications will only be accepted between January 15 and March 30 during
normal business hours. Only complete submittal packages will be accepted. Upon closing of the
application submittal period, a competitive selection process will prioritize all packages submitted
based upon criteria outlined in the Mills Act Property Contract Program Application Guidelines.
attached as Exhibit “A.” |

Section 6: The City Manager or authorized designee is appointed as the agent of thé City
Council to execute each Mills Act Property Contract Agreement following administrative approval by
the City Planner.

Section 7: The provisions of this resolution shall become effective concurrent with the effective
date of the amendment to Oceanside Zoning Ordinance Chapter 14 A, establishing a Mills Act
Program, which has been introduced concurrently with this resolution.

PASSED AND ADOPTED by the Oceanside City Council, this_____day of 2007,
by the following vote:

AYES:
NAYS:
ABSENT:
ABSTAIN:

Mayor of the City of Oceanside

ATTEST: _ APPROVED AS TO FORM:
\ {/, - Iy ! |
L?Xix‘w ; ;L/ Pt N DER
City Clerk /Clt}) Attorney




Planning Division

Community Development Department
City of Oceanside

300 N. Coast Highway

Oceanside, CA 92054

760-435-3520
ci.oceanside.ca.us
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MILLS ACT PROPERTY CONTRACT PROGRAM APPLICATION
GUIDELINES

Introduction

The City of Oceanside Mills Act Property Contract Program was established by ordinance on
July 18, 2007 under the authority of a State enabled program known as the Mills Act
(California Government Code, Article 12, Sections 50280-50290). Under this act, local
governments may enter into historic property contracts with owners of qualifying privately
owned historic properties who agree to rehabilitate, restore and/or maintain their property
according to the Secretary of Interior Standards (see attached).

These application guidelines are a summary of the main features of the Mills Act Property
Contract Program. The complete regulations are in the legal texts of the California
Government Code and the City of Oceanside Historic Preservation Ordinance.

Purpose of Mills Act Property Contract Program

The Mills Act Property Contract Program is a financial incentive that encourages designation
and protection of historic buildings. The benefit to the owner may be a substantial reduction
in property taxes, while the benefit to the City is the preservation of a significant historic

resource.

Application Process

Applications for Mills Act Property Contracts are processed through the Community
Development Department and administered by the City Planner of the Planning Division. The
application form is available at the Planning Division counter, located within the south building
of the Civic Center at 300 N. Coast Highway or through the City of Oceanside Web site at

(e.q. http://www.ci.oceanside.ca.us/planning/MILLSA CTPROGRAMGUIDELINES.pdf)

The 2008 the application process schedule is as follows:

Application package distribution — Beginning January 15

Application submittal period — Between January 15 and March 30

Site visits by Planning Staff — Between April 2 and June 29

Contracts drafted — On or before August 31

Contracts signed and notarized — On or before October 1

Contracts executed and recorded by County Recorder — On or before December 31



For all contracts recorded by December 31 of a calendar year, reassessment is conducted by
June 30 of the following year and is reflected on fiscal year tax bills issued in October.

Properties with a Historic Designation are Qualified for a Contract

Only properties that are designated as a Qualified Historic Property will be considered for
historic property contract agreements.

Properties that are non-contributing and in a landmark or National Register district may be
considered if the historic property contract agreement results in exterior restoration of
significant historic and architectural characteristics of the property and if the work complies
with the Secretary of the Interior’s Standards. For information on how to designate a property
as a Qualified Historic Property, or to request an evaluation to see if your property qualifies
for designation, contact the Planning Division, 760-435-3520. '

Properties must be designated and recorded with the San Diego County Recorder before an
application for a contract is determined complete.

Terms of a Contract Agreement

Duration. A Mills Act Property Contract is for an initial term of 10 years. It automatically
renews each year on its anniversary date and a new 10-year agreement becomes effective.
Termination of Contract. The owner may terminate the contract by notifying the City at least
90 days prior to the annual renewal date. The City may terminate the contract by notifying
the owner at least 60 days prior to the renewal date. The owner, upon receipt of the notice
from the City, may make a written protest about termination by the City. The contract
remains in affect for the balance of the term of the contract beyond the year of termination.
Alterations or Additions to Property. Work that may affect the historic architectural features of
the property must comply with the Secretary of the Interior's Standards for Rehabilitation
(Appendix A) and must obtain a Certificate of Appropriateness and building permit.
Inspections for Compliance. The City requires annual inspections of the property, by prior
appointment, to ensure compliance with the terms of the agreement. Inspections may also
be required by the County Assessor, State Office of Historic Preservation, and/or State Board
of Equalization.

Breach of Contract Penalty. If the City determines at any time that the property owner has
breached the contract, the owner is liable for a cancellation fee of 12.5% of the current value
of the property as determined by the County Assessor.

Application Submittal Requirements
A complete submittal package shall include:

1. Completed application form.

2. Legal description.

3. Photographs (35mm or digital, color) including negatives or compact disk of
building interior (views of all rooms, except non-original kitchens and bathrooms,
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and historic features) and exterior (front, rear, sides and historic accessory
buildings). Prints may be either 3x5 or 4x6. Each photograph must be

identified with a label on the back with the building address, subject of photo and
view. A digital camera may be used if photos are clear and labeled with the above
information.

4. Site plan drawn to scale indicating locations of all buildings on the property, street
names, north arrow and dimensions (Example in Appendix A).

5. Completed “Rehabilitation/Restoration/Maintenance Plan and Timeline” form.

6. A statement—if applicable—describing how property is threatened by deterioration,
abandonment, or conflicting zoning regulations; if project will maintain or create
affordable housing; and/or how property tax reduction is necessary to facilitate
preservation of the property (see criteria in “Selection Process” below).

7. Tax adjustment worksheet.

8. Completed notarization form.

The complete application package should be mailed or hand-delivered to:

City of Oceanside

Community Development Department
Planning Division

300 N. Coast Highway

Oceanside, California 92054

Selection Process
Application materials must be submitted between January 15 and March 30, 2008.

Historic property contracts applications will be considered through a competitive selection
process and only completed applications will be accepted. At the close of the application
submittal period, projects that follow the priorities below shall have first consideration until
available funding has been exhausted:

1. The contract agreement will substantially contribute to the preservation of a historic
resource threatened by deterioration, abandonment, or conflicting regulations;
enhance opportunities for maintaining or creating affordable housing; and/or facilitate
preservation and maintenance of a property in cases of economic hardship; and

2. The contract agreement will support substantial reinvestment in a historic resource
and/or rehabilitation of a historic building or structure in the areas where the City is
concentrating resources on fagade improvements, home rehabilitation, or similar
revitalization efforts.

Administration of Contract Agreements

Staff of the Planning Division will monitor all work that is proposed in a contract agreement to
ensure compliance with the
terms of the agreement and will perform annual inspections after all work specified in the
agreement has been completed and in the month of the contract execution date as long as
the contract agreement is in effect.
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San Diego County Administration

The City is responsible for recording executed Historic Property Contract documents with the
County Recorder before December 31 of the applicable calendar year. After recordation, the
City transmits the contract and the documentation of description of the property to the San
Diego County Assessor where the calculation for the exact property tax under the Mills Act is
performed. Contracts that are recorded by December 31 are reassessed by June 30 of the
following year so that the reduced tax appears on the tax bill of October of that year.

State of California Administration

Within six months of entering into a historic property contract with the property owner, the
City submits written notice to the State Office of Historic Preservation. This notification states
that the property owner has entered into a Historic Property contract.

Instructions for Completing Tax Adjustment Worksheet

The Historic Property Tax Adjustment Worksheet is included in the application packet so that
the property owner may compare their current taxes with a projected Mills Act reassessment.
The form is a guideline only. It does not guarantee the exact reduction that the property will
receive when the actual calculation by the County Assessor is completed.

A. Determine the annual income and annual operating expenses. For purposes of
the Mills Act, a property is assessed as an income-producing property even though it
may be owner occupied. For an example, assume that a house with a current
assessed value of $250,000 has a fair rent or income of $1,600 per month. Per month
expenses for maintenance, repairs, insurance, water, gardener, etc., are subtracted for
a monthly net income. The monthly net income is multiplied by 12 for a yearly net
income total. (Note: Mortgage payments and property taxes are not deductible
expenses).

B. Determine the capitalization rate. This rate is determined by adding the following:

e An Interest Component determined by the Federal Housing Finance Board that
is based on conventional mortgages. This component will vary from year to
year.

e A Historical Property Risk Component of 4% for owner-occupied single-family
houses; of 2% for multi-family, commercial and industrial properties.

e A Property Tax Component (post-Proposition 13 rates) of 1%.

e An Amortization Component that is a discretionary rate determined by the San
Diego County Assessor that depends on the individual property. Typically, the
remaining life of a wood frame building is 20 years, and the amortization would
be 100% x 1/20 = 5%.

Add all components for Capitalization Rate. Example: 6.5% + 4.0% (or 2.0%)
+1.0% + 5.0% = 16.5% (or 14.5%).



C. Calculate new assessed value and estimated tax reduction. The new assessed
value is determined by dividing the annual net income by the capitalization rate.
The new assessed value is taxed at a rate of 1% (assessed value multiplied by .01 =
reassessed tax rate). To determine the amount of the tax reduction, subtract the
reassessed tax rate from the current tax rate (1% of the current assessed value).



Historic Property Contract Forms
= Application

= Rehabilitation Plan

» Notarization Form

» Tax Adjustment Worksheet



CITY OF OCEANSIDE
APPLICATION FOR HISTORIC PROPERTY CONTRACT

PROPERTY OWNER INFORMATION:
NAME:

ADDRESS:
CITY, STATE, ZIP:

PHONE: (Hm) (Wk) E-MAIL: Fax:
PROPERTY INFORMATION:

ADDRESS OF PROPERTY:
LEGAL DESCRIPTION:
ASSESSOR IDENTIFICATION NO:
DATE OF PURCHASE BY CURRENT OWNER:

USE CATEGORY: 0 SINGLE FAMILY HOUSE; g MULTI-FAMILY/COMMERCIAL/INDUSTRIAL
ARE PROPERTY TAXES PAID TO DATE? (CHECK ONE) Qo YES a NO
DESIGNATION CATEGORY: CHECK AT LEAST ONE:
NATIONAL RESISTER o DISTRICT O INDIVIDUAL
LANDMARK/MONUMENT/ a DISTRICT -@ INDIVIDUAL
QUALIFIED HISTORIC
PROPERTY

THE AGREEMENT REQUIRES THE OWNER OF THE PROPERTY TO UNDERTAKE
REHABILITATION AND RESTORATION WORK THAT IS IN COMPLIANCE WITH THE SECRETARY
OF THE INTERIOR’S STANDARDS FOR REHABILITATION AND ILLUSTRATED GUIDELINES
FOR REHABILITATING HISTORIC BUILDINGS.

THE FOLLOWING MATERIALS MUST BE SUBMITTED WITH THIS APPLICATION:

Q SIGNED COPY OF THIS APPLICATION FORM

0 LEGAL DESCRIPTION OF SUBJECT PROPERTY

0 PHOTOGRAPHS - COMPLETE DOCUMENTATION OF INTERIOR/EXTERIOR, PRINTED PHOTOS AND
NEGATIVES OR DISK (LABEL BACK OF ALL PHOTOS IN PERMANENT INK)

Q SITE PLAN DRAWN TO SCALE WITH LOCATION OF ALL BUILDINGS ON SITE (INCLUDE PROPERTY
LINES, STREET NAMES, NORTH ARROW AND DIMENSIONS)

0 REHABILITATION/RESTORATION/MAINTENANCE PLAN AND TIME LINE (INCLUDE WORK COMPLETED
BY CURRENT OWNER IN LAST 2 YEARS AND WORK TO BE COMPLETED WITHIN NEXT 10 YEARS)
WITH COST ESTIMATE OF ITEMIZED WORK

o IF APPLICABLE: A STATEMENT OF HOW PROPERTY IS THREATENED BY DETERIORATION,
ABANDONMENT, OR CONFLICTING REGULATIONS; IF THE PROJECT WILL MAINTAIN OR CREATE
AFFORDABLE HOUSING; AND HOW PROPERTY TAX REDUCTION IS NECESSARY TO FACILITATE
PRESERVATION OF THE PROPERTY

a HISTORIC PROPERTY TAX ADJUSTMENT WORKSHEET

a NOTARIZATION FORM

| AM (WE ARE) THE PRESENT OWNER(S) OF THE PROPERTY DESCRIBED ABOVE AND HEREBY APPLY FOR
CONSIDERATION FOR A HISTORIC PROPERTY CONTRACT.

OWNER SIGNATURE DATE

OWNER SIGNATURE ' DATE



REHABILITATION/RESTORATION/MAINTENANCE PLAN AND TIMELINE

Please use this form for you rehabilitation, restoration and maintenance plan and timeline. Copy this
form as necessary to include all work items that apply to your property. Inclu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>