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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
November 11, 2014
TO:
Mayor and City Council
FROM:
Planning Division, Community Development Department 

SUBJECT:
Mills Act Historic Property Contract For 612 East Valerio Street 
RECOMMENDATION:

That Council grant an exception to the Mills Act contract limits outlined in Santa Barbara Municipal Code Section 22.22.160.C.4(m) for a designated Structure of Merit property at 612 East Valerio Street and authorize the Community Development Director to execute a historic property contract.
DISCUSSION:
Property owners, Jake and Joanne Cryan, are seeking the approval of a Mills Act contract which allows a tax reduction incentive program for historically significant properties. The City established its Mills Act program in 2009.
The Mills Act is a state law enacted in 1972, which allows owners of designated historic properties to enter into a contractual recorded agreement with the municipality within which the historic property is located to preserve, maintain, and rehabilitate the structure. The Mills Act contracts approved with the City require the property owner to propose and itemize a ten-year rehabilitation plan to improve, maintain and repair their properties. In exchange, property owners receive a significant reduction in local property taxes.
The Mills Act incentive program established set limits on the maximum number of contracts allowed per year (8), set a maximum threshold on assessed property valuation in order to qualify, and placed a limit on the overall expected revenue loss.  The Ordinance, however, included provisions to allow City Council the ability to approve exceptions to exceed these limits. In order to approve the requested contract, Council must grant an exception to exceed the property assessed valuation cap of $1.5 million.
Staff believes that the City will experience little financial impact from the execution of this historic property contract.  Both staff and the Historic Landmarks Commission recommend approval of an exception to exceed the property valuation cap limit for this property and request Council authorize execution of the historic property contract (see Attachment 1).
Background:
The structure at 612 East Valerio Street was built circa 1908, in the Queen Anne Free Classic architectural style. The house was designated as a Structure of Merit as it is an exceptional example of the Queen Anne Free Classic style that is illustrative of the growth and development of Santa Barbara’s middle class residential neighborhoods during the late nineteenth and early twentieth century. In Santa Barbara, the style became popular at the turn of the century, when much of the city was being developed. Examples of the Queen Anne Free Classic style can be found in the City’s older residential neighborhoods including the Upper and Lower Eastside neighborhoods and the Westside neighborhoods. This architectural style characterizes Santa Barbara’s late nineteenth and early twentieth century residential expansion that was largely driven by the growth in the City’s resort industry and improvements to the transportation system. The house embodies elements that demonstrate an outstanding attention to design, detail, materials and craftsmanship as it features wood, diamond-shaped, divided light windows that are also in the top panes of the wood, front door. The house has simple brackets under the eaves, and elegant, simple, classical style columns on the rounded front porch. 
Eligibility and Program Guidelines for Mills Act Contract Applications 

Council approved by Resolution Administrative Rules and Guidelines for all Mills Act contract applications. To enter into a Mills Act contract, a property owner’s structure must already be designated a City Landmark, Structure of Merit or listed as a contributing resource to a Historic District.  An individual property may also not exceed $1.5 million in total tax assessed value to qualify for the tax abatement program. The assessed valuation cap limit was intended to maximize benefits to as many properties as possible given the proposed cap in total program revenue loss. If no caps were in place, larger higher-assessed properties could significantly impact the overall program cap limits. The Community Development Director is authorized to execute the contracts if all standards are met, and also executes contracts once the exception is approved by Council.
Ordinance amendments to Municipal Code Chapter 22.22 (Historic Structures Ordinance) were adopted to authorize and implement the Mills Act program including a provision that allows Council to grant exceptions.  

 SBMC Section 22.22.135 C-4m reads as follows:
“Historic Property Contracts that exceed the limits identified in this Section shall only be approved and executed after and upon the express approval of the City Council.”
In 2009, Council agreed that the proposed Mills Act program had been crafted with sufficient mechanisms in place to limit total city tax revenue loss and that limits on the number of contracts or a cap on the amount of total tax revenue loss.  The Council agreed with staff that all reference to caps should not be included in the municipal code itself, but rather in the administrative guidelines approved by Council Resolution in order to allow the Council to more readily modify the program caps in the future, if deemed necessary.   

BUDGET/FINANCIAL INFORMATION:
Staff originally estimated the initial years of the total annual city tax revenue loss to be in the $6,000 to $15,000 range. Staff believes this estimate is still accurate given the amount of contracts executed to date. The revenue loss is variable and is expected to incrementally grow since it is based on the number of actual contracts executed, the amount of assessed property values, and the percentage of actual tax revenue the City actually receives from the Tax Assessor’s Office from each property. 
Four contracts have been executed since adoption of the program. City staff received six applications for 2014. With a total of ten contracts, staff believes that little financial impact will result with the execution of this contract.  Both staff and the Historic Landmarks Commission recommend approval (see Attachment 2) of an exception for this property and request Council authorize execution of the historic property contract. The assessed property value of 612 East Valerio Street is $2.1 million.
The planned rehabilitation project at 612 East Valerio Street is an excellent candidate project for a Mills Act contract. When the current owners purchased the house it had been divided into a duplex, the current owners have already returned the home to a single family residence and have prepared a plan to continue repairing and preserving their property.  The owners’ plan includes repairing termite damage, deteriorated doors, windows, roof and the front sandstone wall as well as replacing deteriorated plumbing and repainting the exterior of the house. The plan will ensure that the designated Structure of Merit will continue to have important architectural influence on the heritage of the City.
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2.
Historic Landmarks Commission Minutes dated July 16, 2014
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Nicole Hernandez, Urban Historian
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George Buell, Community Development Director
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