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[Admmlstratrve Planning Codes - Historical Property (MIHS Act) Contracts and Fee Reductjon]

Ordinance: 1) amending the San Franciséo Administrative Code, Chapter 71, entit[ed
"Mills Act Contraatfrocedures" to: a) amend Sectlon 71.2 to add [imitations on
ehglbm‘ty, b} amend Sectlon 71.3 to add application deadlines, c) amend Section 71.4 to
add a fime limit for receipt of the Assessor—Recorders report, d) amend Section 71.5 to
require use.'of a standard form contract, and e} adding new Section 71;7.’(0 require
departmental monitoring reports; 2) amending the San Francisco Plannmg Code
Section 356 to reduce the appllcatlon fee for Mills Act contracts; and 3) makmg
fmdlngs,. including environmental findings and findings of consistency with the
General Plan and Planning Code Section 101.1(b). | :

| NOTE: Additions are single-underline italics Times New Roman,

deletions are stiketl-onghitalics Times New-Romen:

Board amendment addmons are double-underlined;

Board-amendment deleficns are s#ﬂee%h%eeg—h—neﬁﬂ&!

Be it ordamed by the People of the City and County of San Francisco:

Sectlon 1. Findings. The Board of Supervisors of the C!ty and County of San Francisco

hereby.finds and determines that:.

@ General Plan and Planning. Code,Findian._

(1) On June 21, 2012 at a duly noticed public hearing, the Planning Commission Ih '
Resolution No. 18651 found that the proposed Plari_'ning Code amendments contained in this
ordinance were consisfent with the City-’s General Plan and with Planning Code Section
101.1(b). In addition, the Planning Commission recommendéd that the Board of Supervisors
adopt the proposed Plahning Code amendments, A copy of said Resolutior_l lS on file with the

Clerk of the Board of Supervisors in File No. 120528 and is incorporated herein by reference.

Supervisor Wiener
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The B'oerd finds that the proposed Planning Code amendmente contained Iin this ordinance
are on balance consistent with the City’s General Plan and with Planning Code Section
101.1(b) for the reasons set forth in said Resolution. |

(2) Pursuanfc to Planning Coede Section 302, the Board finds that the proposed.
ordinance will serve the public necessity, ccnvenience and welfare for the reasons set forth in
Planning Commission Resolution No. 18651 which reasons are lncorporated herein by
reference as though fully set forth.

(b) Hrstonc Preservatlon Commtssron Findings. On June 20, 2012 ata duly noticed

. public hearing, the Historic Preservation Commission in Resolutlon No. 682 reviewed the

proposed Administrative Code amendments and recommended that the Board of Supervisors
adopt the proposed amendments. A copy of Resolution No. 682 and any addrtional'

recommendations of the Historic Preservation Commission are on file with the Clerk of the

* Board of Supervisors in File No. 120528,

(c)  Environmental Findings. The Planning Department_has determined that the _
actions contemplated in this Ordinance are not subject to the Ca[ifornia Environmental Quality
Act (California Public Resources Code secﬁon.21000 et seq J) (CEQA) under Section
15060(c)(2) of the CEQA Guidelines. Said determlnatlon is on file with the Clerk of the Board

of Supervisors in File No. 120528 and is incorporated herein by reference. -

Sec’non 2. The San Francisco Admlntstratxve Code is hereby amended by amendi ing

Section 71 .2, to read as follows:

SEC.71.2. Q@%FEQ—HSFQH&QEBRQP&Q{E}ZELIGIBEHY

(a) Qualified Historical Property. 'An owner, or an authorized agent of the owner, of a

- qualified historical property may apply for a historical property contract. For purposes of this

Chapter 71, "qualified historical property" shall mean privately owned property that is not

Supervisor Wiener. . . .
BCARD OF SUPERVISORS , ) Page 2
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exempt from property taxation and that has been listed or designated in & one of the following

ways onor before December 31 of the vear before the application is made:

@{_J_) Individually listed in the National Register of Historib Places or the California

Register of Historical Resources;
¢5)(2) Listed as a contributor fo a historic district included on the National Register of
Historic Places or the California Register of Historical Resources;

te}(3) Designated as a City landmark pursuant to SenFranciseo Planning Code Article

-10;

td¥4) Designated as con’mbu’fory to a= historic dlstrlct desrgnated pursuant fo San
Franciseo Plannmg Code Article 10; or »

teX5) Designated as Significant (Categories | or Ii).or Contributorf(Ca’tegories- itfor.
IV) pursuant to Saﬁ%aeessee Planning Code Ardicle 11. |

b)), Limitations on Elzgzbzlzzy Elioibility for historical property contracts shall be limited to

sites, buildings, or structures with an assesseivaiyﬂﬁen as of December 31 of the vear before the

@Dlican'onl is made of $3,000,.000 or less for Single—fa}nily dwellings and $35, 000. 000 or less for mulsi-

Hnit reszdentzal commerczal or industrial buildings, unless the individual property is granted an

axemphan from those lzmzranons by the Board of Supervisors. F or the purposes of this section,

"assessed valuation" shall not include any portion of the value of the property that.is already exempt

from payment of propen‘y taxes.

{I1) The stronc Preservation Commission may recommend that the Board of Supervisors -

~ grant an exemption from the lzmztatwns imposed by this section upon finding that:

(i) _The site, building, or structure is a particularly significant resource; and

(ii) Granting the exemption will assist in the preservation of a site, building, or structure

that would otherwise be in danger of demolition, substantial alteration, or disrepair.

Supervisor Wisner ' :
BOARD OF SUPERVISORS . Page 3
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1 - (2) The Boord of Supervisors may approve o historical property contract not otherwise
2 meeting the eligibility requirements set forth in this subsection (b} if it finds 'th‘ai‘ the property meets the
-3 requirements of subsection (a) above and is especzallv deserving of a contract due 1o the exceptzonal
4 nature of the property and other special circumstances.
6 Sectron 3. The San Francisco Administrative Code is hereby amended by amending
71| Seotion 71.3, to read as follows: L o ‘ o
8 SEC. 71.3." APPLICATION FOR HISTORICAL PROPERTY CONTRACT.
9 (a) Who May Apply and Application Content An owner, or an authorized agent of an
10 | owner, of a qua[rfred historical property may submit an application for a historical property
11 contract o the Planmng Department on forms provided by the Plannlng Department. The,
12 1) property owner shall provide, at a minimum, the address and locatlon of the qualified historical
13 property, evidence that the property is a qualified historical property and meets the valuation
14 requirements of Section 71.2(b), the nature and cost of the rehabilitation, restoration or _
15 preservation work to be conducted on the property, ﬁnanci‘al information necessary for the
16 Assessor-Recorder to conduct the valdation assessment under the Mills Act, including any
17 || information regarding income generated by the qualified hlstonca[ property, and a plan for
t 8 contlnued maintenance of the property. The Planning Department the Historic Preservatlon
19 Commission, or the Assessor-Recorder may require any further information necessary to
20 make a recommendation on or conduct the valuation of the historical property contract.
21 (b) Applzcatzon Deadlmes The annual application deadline for a historical propen‘v
22 contract shail be May 1. Applzcazzon for a historical propemr contract may be submitted to the
23 Plannmz Department between Jaruary 1 and May 1 of each year,
24
25
Supervisor Wiener v _ .
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Section 4. The San Francisco Administrative Code is hereby amended by amending
Section 71.4, 1o read as follows: | |

SEC. 71.4. APPROVAL PROCESS." _

(@) Assessor-Recorder Review. The Planning Department shall refer f—ke an
abplication fo-r a historical property contract fo the Assessor-Recorder for hz—s—ef—ke* review and
recommendation. Within 60 days of the receipt-of a complete application, fhe Assessor-
Recordér shall provide to the Board of Supe_rvisors and Historic Preservation Commissioh a
report estimating the yearly pro'perty tax revenue to the City uhder_ the ;Sfoposed Milts Act

contract valuation method and under the standard method without the proposed Mills Act

contract and showing the difference in property tax assessments under the two valuation

méthods. If the Asseséor—Recorder determines that the prbposed rehabilitation includes

substantial new construction or a change of use, or the valuation is otherwise complex, he or .

‘she may extend this périod for up o an additional 60 days by providing written notice of the

extension to the applieant; the Historic Preservation Commission. and the Board of Supervisors.

Suéh notice shail state the basis for the extension. [f the Assessor-Recorder fails to provide &

report and recommendation within the time frames set forth here, the Historic Preservation

Commission and Board of Supervisors may proceed with their actions without such report and

recommenddation.

(b) Historic Preservation Commission Review. The Historic Preservation’

_ Commission shall have the aufhority to recommend approval, disapproval, or modification of
historical property contracts to the Board of Supérvisors. For this purpose, the Historic

~ Preservation Commission shall hold a public hearing to review the application for the historical

property contréct and make a recommendation regarding whether the Board of Supervisors |
should approve, disapprove, or modify the historical property contract within 90 days of receipt

of the Assessor-Recorder’s report_or within 90 days of the date the report should have been

Supervisor Wiener
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23
24
25

provided inone is received. The recommendation of the Historic Preservation Commlssron may
include recommendahons regarding the proposed rehabiiitation, restoration, and preservation
work, the historical value of the qualified h:stoncal property, and any proposed preservation

restrictions or maintenance requirements to be included in the hlstoncal property contract. The

Planning Department shall forward the application and the recommendation of the Historic

Preservation Commission to approve or mod ify ar historical property contract-swith-izs

&ppéﬁeaﬁeﬁ,— fo the Board of Supervrsors %%ﬂ%ﬁ&%m%m

the 90-day time limit shall constitute a recommendatlon of epprevel disapproval for the
purpases of this subsection, and the Planmng Departrnent shall notify the property owner in
writing of the Historic Preservation Commission's failure to act; provided, however, that the
Bnard of Supervisors by resolution may grant an extension of time to the Historic Preservation

Commission for l’[S revrew ._TLhe Historic Preservation Commz.s'sron reconunends disapproval of the

historical property contract, such deczszon shall be ﬁnal unless the property owner files an appeal with

the Clerk of the Board of Supervisors within 10 days of the ﬁnal izction of the Historic Preservazz'on

Commz.s'szon or within 10 days of the Planning Department’s notice of the Hi. zstonc Preservation

Commission's failure to act.

(c) Budget Analyst Review. Upon receipt of the recommendation of the Historic

Preservation Commission or upon receipt -of a timely appeal, the Clerk of the Board of

- Supervisors shall forward the applioation and Assessor-Recorder's report to the Budget

Analyst, who, notwithstanding any other provision of this'Code, shall prepare a report to the

Board of Supervisors on the fiscal impact of the proposed historical property contract. _

Supervisor Wiener
BOARD OF SUPERVISORS : ' ‘ , ' Page 6
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» (d) Board df Supervisors Decision. The Board of Supervisors shall conduct.a public
hearing to review the Historic Preservation Commission's recommendation; the Assessor-
Recorder's report if provided, the Budget Analyst's report, and any other information the Board
requires in order to determine y\rhether the City should execute a historical property contract
fora particular property. The Board of Supervisors shall have full discretion {0 determirie |
whether itis in fhé public interest to enter into a A#Hézéc-s_his’rorical property contract regérding
a particular qualified historical property The Board of Supervrsors may approve, disapprove,
or modify and approve the terms of the historical property contract. Upon approval, the Board

of Supervisors shall authorize the Director of Planning and the Assessor—Recorder to execute

the historical property contract.

Section 5. The San Francisco Administraﬁve.CQde is hereby amended by amending

Section 71.5, to read as follows: _
SEC. 71:5. TERMS OF THE HISTCGRICAL PROPERTY CONTRACT.
(a)  The historical property contract shall set forth the agreement between the City

and the property owner that as long as the property owner properly rehabilitates, restores,

preserves and maintains the qualiﬁed-histori'cal property as set forth in the contract, the City
shall comply with Calrfomra Revenue and Taxatlon Code Article 1.9 {commencing with

Section 439) of Chapter 3 of Part 2 of Division 1 provided that sheAssessor-determines that the

specific provisions of the Revenue and Taxatron Code are applicable to the property in

- question. A historical property coniract shall'con’rain, at a minimum, the following provisions:

"~ (1)  Theinitial term of the contract, which shall be for a minimum period of 10 years;
(2) Theowners commitment and obligation to presenre, rehabilitate, restore and

maintain the property in accordance with the rules and regulations of the Office of Historic

Supervisor Wiener
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- the P‘lanning Depariment, the Office of Historic Preservation of the California Department of

. benefit of, all successors in interest of the owner;

' to the initial term of the contract on the anniversary date of the contract or such other annual .

cancellatlon of the historical property contract Upon cancellation of the contract, the property

| Assessor-Recorder without regard 1o any restriction on such property lmposed by the

Supervisor Wianer

Preservation of the Califonia Department of Parks and Recreation and the United States
Secretary of the Interior's Standards for the Treatment of Historic Properties;
(3)  Permission to conduct periodic examinations of the interior and exterior of the -

qualified historical property by the Assessor-Recorder, the Departmént of Building Inspection,

Parks and Recreation and the State Board of Equalization as may be necessary to determina
the owner's compliance with the historical property contract '

(4)  That the historical property contract is binding upon, and shall inure to the |
(8)  An extension fo the term of the contract so fhat one year is added. automatncally

date as specrﬂed inthe contract unless notice of nonrenewal is glven as provnded in the Mills
Act and in the historical property contract

(6)  Agreement that the Board of Supervisors rnay cancel the contract, or seek
enforcement of the contract, when the Board determines, based upon the recommendation of
any one of the entities listed in Subsection (3) ahove that the owner has breached the ferms

of the contract. The City shall comply with the requirements of the Mills Act for-enforcement or

owner shall pay a cancellation fee of 12.5 percent of the full value of the property at the time

of cancellation (or such othier amount authorized by the Mills Act), as determined by the

hlstoncal property contract; and
(7) The property owners indemnification of the City for, and agreement to hold the

City harmless from, any claims ansrng from any use of the property.

BOARD OF SUPERVISORS ) . Page 8
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(b)  The City and the qualified historical pfoperfy owner sha!l comply with all
provisions of the Mil’ls Act, including amendments thereto. The Mills Act, as amended from
time to time, shall apply to the historical property contract process and shall be deemed
incorporated into each historical prop'érty contract entered into by the City.

( c ) The Planning Department shall maintain a standard form "Historical Property

Contract” contairing all required provisions specified by this section and state law. Any modifications

to the City's standard form contract made by the applicant shall be subject to qpproval by the Cz'fy

Atrorney prior to consideration by the Historic Preservation Commission and the Board of Supervisors.

Section 6. The San Francisco Administrative Code is hereby amended by adding

Section 71.7, to read as foliows: .

SEC71.7. DEPARTMENTAL MONITORING REPORT.

Gn March 31, 2013 and every three years thereafter, the Assessor-Recorder and the Planning

Departrernt shall submit a joint report to the Board of Supervisors and the Historic Preservation

Commission providing the Departments’ analysis of the historical property contract (Mills Act)

- program. The report shall be calend_ared for hearing befofe the Board of Supervisors and the Historic

Preservation Commission.

Section 7. The San Francisco Planning Code is heréby amended by amending Section
356, to read as follows: '

SEC. 356. PRESERVATION APPLICATIONS. ( Article 10).

(a)  Landmark: $267.00. - |

(b) Amendment, Rescission or Designation of Historical District: $1,069.00 plus time |

and materials in excess of initial fee as set forth in Section 350c. The Planning Director or

Supervisor Wiener
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his/her designee may waive time and materiai charges for the designation of a Historical

- District to encourage Citywide preservation activities,

(c)  Certificate of Appropnateness $314.00 for applications with an estim ated
construction cost less than $1,000.00; $1,252. OO for apphcatlons with an estimated
construction less than $20,000.00, $5,793.00 for applications with an estimated construction
value $20,000.00 and more, blus time and materials in excess of initial fee as set forth in
Section 35,0(0). The initial fee amount is not to exceed 50% of the construction cost.

(d)  Determination that a Building is a Cornpaﬁble Rehabilitation or a Compatibie -

Replacement Buﬂdmg, Pursuant to Section 309 or 1109: Same as for Condrtlonal Use

, (Sectlon 352(a)).

(e) . - Processing and Admm:stenng an Application for a Historical Properties Contract
Under the California Mills Act, California Government Code Sectlons 50280 - 50290:
$8:316-00-5.000.00 for commercial praperties and $94§&992 2,500.00 for residential propertles

Section 8.  Effective Date. This ordinance shall become effective 30 days from the

date of passage.

Section 9.  In enacting this Ordinance,lthe Board intends to amend only those words,

phrases, paragraphs, subsections, sections, articles, numbers, punctuation, charts, diagrams,

- or any other constituent part of the Administrative Code or Planning Code that are explieiﬂy

shown in this legislation as addiﬁons deletions Board amendment additions, and Board

amendment de!e’nons in accordance wrth the "Note" that appears under the official title of the -

legls!atlon

Supervisor Wiener ) .
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APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney -

By: (/VA/K/\/‘\

Mafiena B. Byme
Deputy City Attorney

Supervisor Wisner
BOARD OF SUPERVISORS
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FILE NO. 120528

LEGISLATIVE DIGEST :

: [Administraﬁve, Planning Codes - Historical Proper’ry (Mills Act) Contracts and Fee Reduction]

Ordinance: 1) amending the San Francisco Administrative Code, Chapter 71, entitled

" "Mills Act Contract Procedures™ to: a) amend Section 71.2 to add limitations on
eligibility, b) amend Section 71.3 to add application deadlines, c) amend Section 71.4 to
add a time limit for receipt of the Assessor-Recorder's report, d) amend Section 71.5 to
require use of a standard form contract, and e) adding new Section 71.7 to require
departmental monitoring reports: 2} amending the San Francisco Planning Code
Section 356 to reduce the application fee for Mills Act contracts; and 3) making
findings, including environmental findings and findings of consistency with the
General Plan and Planning Code Section 101.1(b). '

Existing Law

- Chapter 71 of the San Francisco Administrative Code contains local provisions implementing
the state Mills Act program. The Mills Act, California Govemnment Code Sections 50280 ef
seq., allows a local government to red uce property taxes on a qualified historic property where
the property owner enters into a historical property contract with the local government. in
such contracts, the property owner agrees to do certain rehabilitation and maintenance work
to the historic property in exchange for a property tax reduction. The contract is recorded
against the property and is for a 10-year rolling term.

Amendménts fo Cur_rent Law -

The proposed legislation amends Chapter 71 of the Administrative Code to Tequire that a
property have been designatéd prior to December 31 of the year before the property owner
applies for a Mills Act contract. It adds monetary limitations on eligibility for a Mills Act
contract, which limitations would require that a property have an assessed value of
$3,000,000 or less for single family residential property or $5,000,000 or less for a .
commercial, industrial, or multi-family residential building. These requirements can be waived
. by the Board of Supervisor, and the Historic Preservation Commission may recommend such
waiver to the Board of Supervisors. :

"The propoéed legislation would also add a May 1 application déadline and add a time limit fér
~ receipt of the Assessor-Recorder's report on the proposed contract, The legislation would
- require use of a standard form contract, and require departmental monitoring reports.

Additionally, the proposed legislation would amend the San Francisco Planning Code to
reduce the application fee for Mills Act contracts.

BOARD OF SUPERVISORS : ' : " Paget
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City Hall
Dr. Carlton B. Goodiett Place, Room 244
San Francisco 94102-4689
Tel No. 5545184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

May 29, 2012

Planning Commission

Attn: Linda Avery

1660 Mission Street, 5 Floor
San Francisco, CA 94103 -

Dear Commissioners:

On May 15, 2012, Supervisor Wiener introduced the following proposed legisiation:

File No. 120528

Ordinance amending the San Francisco Administrative .Code, Chapter 71,
entitled "Mills Act Contract Procedures” to amend Section 71.2 to add limitafions’
on eligibility, amend Section 71.3 to add application deadfines, amend Section
71.4 to add a time fimit for receipt of the Assessor-Recorder's report, amend
Section 71.5 to require use of a standard form contract, and adding new Section
71.7 to require departmental monitoring reports; amending the San Francisco
Planning Code by amending Section 356 fo reduce the application fee for Mills
Act contracts; and making findings, including environmental findings and findings
of consistency with the General Plan and Planning Code Section 101.1(b).

The proposed ordinance is being transmitted pursﬁant fo Planning Code Section 302(b‘)
for public hearing and recommendation. The ordinance is pending before the Land Use
& Economic Development Committee and will be scheduled for heanng upon receipt of

your response.

Angela Calvillo, Clerk of the Board

By: Alisa Miller, Comrmnittee Clerk
Land Use & Economic Development Commlttee

¢: John Rahaim, Director of Planning :
Scott Sanchez, Zoning Administrator f\J(TYL Tw ’Q?C‘Z/W‘ﬁ_\

Bill Wycko, Chief, Major Environmental Analysis OE&A @C/{‘\n‘rﬂ 1 50(00 (CX L>
A L : . )

AnMarie Rodgers, Legislative Affairs
Monica Pereira, Environmental Planning
Joy Navarrete, Environmental Planning

Nitks> (o/b/\'L
JY WAYAREFTE

- 204



SAN FRANGISCG -
PlsAHNING DEPABTMENT

Tuly 16, 2012

Ms. Angela Calvillo, Clerk
Honorable Supervisor Wiener
Board of Supervisors

Gity and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Frandisco, CA 94102

Re: Transmittal of Planning Department Case Nizmber 2010.07370:
Amend Chapter 71 of the Administrative Code — Mills Act Procedures
Board File No. 12-0528
Historic Preservation Commission Recommendation: Approval with
Modifications )

Planning Commission Recommendation: Appropal with Modifications

Dear Ms. Calvillo and Supervisor 'Wiener,

On June 20 and June 21, 2012, the San Francisco Historic Preservation Commission (heremafte

“HPC”") and the Planning Commission conducted” duly noticed public hearings at regularly
scheduled meetings fo consider the proposed amendments to Chapter 71 of the Administrative
Code (Mills Act Procedures)-introduced -by Supervisor Scott Wiener. At the hearings, both the
HPC and the Planning Commission recommended approval with modifications.

. The proposed amendments have been deﬂarmjned to be categorically exempt from environmental

review under the California Environmental Quality Act Section 15060(c)(2). Pursuant to San
Francisco’s Administrative ‘Code Section 8.12.5 “Electronic Distribufion of Multi-page
Documents”, the Department is sending electromic documents and one hard copy. Add.ﬂ:tonal
hard copies may be requested by contactmg Tim Frye at 575-6822.

Supervisor, please advise the City Attomey .at your earliest convenience if you wish to
incorporate the changes recommended by ‘the Conunissions. :

Please find attached documents relatmg to the actions of both Commissions. If you have any
questlons or require further information please do not hesitate to contact me. -~

An.Mane Rodgers
~ Manager of Legislative Affairs

www.siplanning.org -
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B ' . CASENO. 2010.0737U

Transmital Materials
Mills Act Procedures — Chapter 71 of Administrafive Code

cc .
Supervisor Scott Wiener

Cheryl Adams, City Attormey
Marlena Byme, City Attorney

" Attachments (one copy of the following):

. Historic Preservation Comimission Resolution
Planning Commission Reschztion )
Planning Departmernt Executive Surhmary

SAN FRARGISGD
PLANNING DEPARTMENT -
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SAN FRANCISCO
PLANNING DEPARTM ENT

. TB50 Mission St
. " : - - - Suiie 460 '
Historic Preservation Commission " S0 Francico,
, _ : ' : C4.84103-2479
Resolution No. 682 Racegtior:
415.558.6378
Admlnlstratlve Code Text Change fax
HEARING DATE: JUNE 20,2012 415.558.6408
) . Planing
Case Number: 2010.07371J [Board File No. 12-0528] i
Staff Contact: - Timothy Frye, Presetvation Coordinator :
_ tim frye@sfgov.org, 415-575-6822 .
Reviewed by: . AnMarie Rodgers, Manager Legislative Affairs

anmarie. rodgers@sfgov.org, 415-558-6395
Recommendation: Approval with Modifications

RECOMMENDING THAT THE BOARD OF SUPERVISORS ADOFT AN ORDINANCE ]NI'I'I.ATED
BY SUPERVISOR WIENER THAT WOULD AMEND THE ADMINISTRATIVE CODE CHAPTER 71 -
MILLS ACT CONTRACT PROCEDURES; ADOPTING FINDINGS, INCLUDING-ENVIRONMENTAL
FIN'DINGSAND PLANNING CODE SECTION 101.1 FINDINGS.

PREAMBLE

WHEREAS, on May 15, 2012 Supervisor Wiener introduced amendments be made to the Administrative
Code under Board File Number 12-0528; and

. WHEREAS, the proposed Ordinance has been determined to be categorically exempt from environmental

review under the Cahforma Envuonm&ntal Quahty Act Section 15060(c); and

WHEREAS, the Historic Preservation Cormmission conducted duly noticed public hf:anngs to consider the
proposed amendments on June 20, 2012; and

WHEREAS, the I—hstonc Preservation Commission has heard and considered the testimony presented to it
at the public hearing and has further considered written materials and o*al testimony presented on behalf
of Depa:tment staff and other interested parties; and

WHEREAS, the all pertinent documents may be found in the files of the Deparh:nent, as the custodian of
records, at 1650 Mission Street, Suite 400, San Francisco; and

WEHEREAS, the Historic Preservation Commission has reviewed the proposed Ordinance; and

www . siplanning.org .
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- Draft Historic Preservation Commission Resolution

CASE NO. 2012.0737U

Hearing Date: June 20, 2012 Mills Act Contract Procedures and Fees

MOVED, that the Historic Preservation Commission hereby recommends that the Board of Supervisors
approve the proposed Ordinan¢e to amen Chapter 71 of the Administrative Code; Mills Act Contr:act

: Procedu_res, detailed in the draft dated June 13, 2012 and with the follomng amendments:

. The HPC recommends that the minor techmical amendments proposed by San Francisco
Architectural Heritage, with the exception of the proposed change to Section 71.2(b)(1) regarding
cases of deliberate neglect, be included in the proposed ordinance.

« The HPC recommends that Section 71.2(b) regarding value limitations on e]igibﬂif:y be removed
and the current non-codified Planning Department policy of limiting value to $3,000,000 for a
single-family residential property and to $5,000,000 for a multi-family, commercial, or industrial

property remain in place.

FINDINGS

Having reviewed the materials identified in the preamble above, and having heard all testimony and
arguments, this Commission finds, concludes, and determines as follows:

1

The Mills Act Program is considered to be single most important economic incentive program available
in California for use by private property owners of qualified historic buildings; however the number of
San Francisco contracts is considerably lower than most programs across the state.

With the overall cost, number of hearings, and lengthy processing time, the sentiment of the general
public is that the process associated with the' Sam Francisco. Mills Act Program is a barrier to
participation, espedially for a single-family homeowner to navigate.

The proposed amendments will reduce processing costs, time, and streamline coordination between
City Departments.

The amendments will J_mprove access and predictability of the Mills Act Program, and facilitate
broader use, specnﬁca]ly by small-scale residential and commercial properties.

General Plan Compliance. The proposed Ordinance is, on balance, consistent with the following
Objectives and Policies of the General Plan:

L COI\IMERCE & INDUSTRY ELEMENT .

" THE COMMERCE & INDUSTRY ELEMENT SETS FORTI—I OBJ'ECITV'ES AND POLICES THAT
ADDRESS THE BROAD RANGE OF ECONOMIC ACTIVITIES, FACILITIES AND SUPPORT
SYSTEMS THAT CONSTITUTE SAN FRANCISCO'S EMPLOYMENT AND SERVICE BASE. THE
PLAN SERVES AS A COMPREHENSIVE GUIDE FOR BOTH THE PUBLIC AND PRIVATE
SECTORS WHEN MAKING DECISIONS RELATED TO ECONOMIC GROWTH AND CHANGE.

GOALS

SAE FAANDISDO . 2
PLEANKENG DEFASTMENT . -
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Draft Historic Preservation Commission Resolution ‘ CASE NO. 2012.0737U
Hearing Date: June 20, 201‘2 Mills Acf Confract Procedures and Fees

The objectives and policies are based on the premise that economic development activities in San Francisco
must be designed to achieve three overall goals: 1) Economic Vitality - the first goal is to maintain and

. expand a healthy, vitgl and diverse economy which will provide jobs essential fo personal well -being and
revenues to pay for the services essential to the quality of life in the city; 2) Social Equity - the second goal is

© to assure that all segments of the San Francisco labor force benefit from economic growth. This will require
that particular attention be given to reducing the level of unemployment, particularly among the chronically
unemployed and those excluded from full participation by race, language or lack of formal occupational
training; and 3) Environmental Quality - the third goal is o maintain and enhance the environment. San
Francisco's unique and attractive environment is one of the principal reasons San Francisco is a desirable
place for residents to live, businesses to locate, and tourists to visit. The pursuit of employment opportunities
and economic expansion must not be at the expense of the environment appreciated by all.

OBJECTIVE6
MAINTAIN AND STRENGTHEN VIABLE NEIGHBORHOOD COMMERCIAL AREAS EASILY
ACCESSIBLE TO CTTY RESIDENTS.

POLICY 6.1

Ensure and encourage the retention and provision of neighborhood-serving goods and services in
. the city’s neighborhood commercial districts, while recognizing and encouragmg d.wermty among

the districts. . :

POLICY 6.3 . .

Preserve and promote the mixed commercial-residential character in neighborhood comrercial
districts. Strike a balance between the preservatton of existing affordable housmg and needed-
expansmn of commerdial activity.

POLICY 6.8
Preserve historically and/or architecturally important buﬂdmgs or groups of bulldmgs in
neighborhood commercial districts.

o URBAN DESIGN ELELIENT
THE URBAN DESIGN ELEMENT CONCERNS THE PHYSICAL CHARACTER AND ORDER OF
THE CITY, AND THE RELATIONSHIP BETWEEN PEOPLE AND TH'E’IR ENVIRONMENT.

GOALS

The Urban Design Element is concerned both with dzazlopment and with preservation. It is a conczrfed eﬁfart

‘to recognize the posztwe attributes of the city, to enhance and conserve those attributes, and to improve the
. living environment where it is less than satisfactory. The Plan is a definition of quality, o definition based

upon hurran needs. - .

OBJECTIVE 1 , *
EMPHASIS OF THE CHARACTERISTIC PATTERN WHICH GIVES TO THE CITY AND ITS
NEIGHBORHOODS AN IMAGE, A SENSE OF PURPOSE, AND A MEANS OF ORIENTATION.

POLICY 1.3

SEN FRANDISDD . 3
PLANRING DEFARTMENT . - .
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CASE NO. 2012.0737U

Draft Historic Preservation Commission Resolution
Mills Act Contract Procedures and Fees

Hearing Date: June 20, 2012

Recognize that buildings, when seen together, produce a ’cotal effect that characterizes the city and
- its districts. .

OBJECTIVE 2
CONSERVATION OF RESOURCES WHICH PROVIDE A SENSE OF NATURE, CONTJNUJ.TY

WITH THE PAST, AND FREEDOM FROM OVERCROWDING.

POLICY 24
. Preserve notable landmarks and areas of historic, arc’rutectural or aesthetlc value, and promote the

preservation of other buildings and features that provide continuity with past development.

POLICY 2.5 .
Use care in remodeling of older buildings, in order to enhance rather than weaken the original

character of such buildings.

POLICY 2.7 .
Recogrize and protect oufstanding and unique areas that contribute in an exh:aord.mary degree to

San Frandsco's visual form and character.

IO DOWNTOWN ELEMENT
THE DOWNTOWN PLAN GROWS OUT OF AN AWARENESS OF THE PUBLIC CONCERN IN

RECENT YEARS OVER THE DEGREE OF CHANGE OCCURRING DOWNTOWN — AND-OF
THE OFTEN CONFLICTING CIVIC OBJECTIVES BETWEEN FOSTERING A-VITAL ECONOMY
AND RETAINING THE URBAN PATTERNS AND STRUCTU"U:.S WHICH COLLECTIVELY EOR
THE PHYSICAL ESSENCE OF SAN FRANCISCO. .

OBJECTIVE 1 :
MANAGE ECONOMIC GROWTH AND CHANGE TO ENSURE ENHANCEMENT OF THE

TOTAL CITY LIVING AND WORKING ENVIRONMENT.

OBJECTIVE 12
CONSERVE RESOURCES THAT PROVIDE CONTINUITY WITH SAN FRANCISCO'S PAST.

Policy 12.1
Preserve notable landmarks and areas of historic, architectural, or aesthetic value, and promote the

preservation of other buildings and features that prowde conhnmty with past development.

6. The proposed Ordinance is generally consistent with the e1ght General Plan priority pohqes set forth
in Section 101.1 in that .

A) ‘The existing neighborhood-serving retail uses will be preserved and enhanced and future
opportunities for resident employment in and ownership of such businesses will be

enhanced:

SAR FRANDISCI
PLANKRING DEPARTIENT

210



Draft Historic Preservation Commission Resolution » . CASE NO. 201207370
Hearing Date: June 20, 2012 . Mills Act Contract Procedures and Fees

B)

D)

_G)

SER FRANDISCO

.overburdening the streets or neighborhood parking.

The proposed Ordinance would not significantly tmpact existing neighborhood-serving retail uses or

opportunities for employment in or ownership of such businesses.

The existing housing and neighborhood character will be conserved and protected in order
to preserve the cultural and economic diversity of our neighborhoods: . '

. The proposed Ordinance will positively influence existing housing and neighborhood character, by

providing a mechanism for the support the maintenance and reluzbzhﬁztwn of the City’s hzstancally
szgmﬁamt properties.

The City” s_supply of affordable housing will be preserved and enhanced:

The proposad Ordinance will not impact the supply of affordable hoﬁsing.

The commuter traffic will not impede MUNI transit service or overburden our streets or

neighborhood pa.rkmg

The proposed Ordinance will not result in commuter traffic impeding MUNI transit service or
A diverse economic base will be maintained by protecting our industrial and _service

sectors from displacement due t0 commercial office development. And future
opportunities for resident employment and ownership m these sectors will be enhanced:

The proposed Ordinance would not adversely affect the industrial or service sectors or future
opportunities for resident employment or ownership in these secfors.

The City will achieve the greatest posmble prepa:edrless to protect against injury and loss
of life in an earthquake

Preparedness against injury and loss of life in an earthquake is unaffected by the proposed
amendments and will provide a financial incentive to off-set costs assocuzted HJlfh setsmic and life-
safety upgrades while protecting significant historic properties.

That landmark and hlstonc buildings will be preserved:

The proposed Ordinance will facilitate the use of the Mills Act Program in San Francisco, therzby
promoting the preserpation, rehabilitation, und maintenance of San Francwco s historically

significant properties. .

Parks and open space and their access to surlight and vistas Wlll be protected from
development

The proposed Ordinance will not frpact the City's parks and apérz space.

FLANPMING DEPAE!‘MEI\\T

211




Draft Historic Preservation Commission Resolution CASE NO. 201207370
Hearing Date: June 20, 2012 Milis Act Contract Procedures and Fees -

I hereby certify that the foregoing Resolution was ADOFTED by the San Francisco Historic Preservation
Commission on June 20, 2012. ° Co

Linda D. Avery

Commission Secretary
AYES: C. Chase, C. ].Damlcroge'-r, A. Martinez, K. Hasz, R. Johns, A Wolfram, D. Matsuda
NOES:
ABSENT :

ADOPTED:  June20, 2012

SER FRANDISCD
FLANNING DEFARTEAENT
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SAN FRANCISCO
'PLANNING DEPARTMENT

- ’ 1650 Missior St

Draft Planning Commission | n s,
. .. CAG41032470
Resolution No. 18651 Receptor:
: | 4155586378
Administrative Code Text Change U
' ' HEARING DATE JUNE 21, 2012 ) 415.958.6409:
' _ . Plawning
Case Number:  2010.0737U [Board File No. 12-0528] _ iy
Staff Contact: Timothy Frye, Preservation Coordiriator
tm.frye@sfgov.org, 415-575-6822
Reviewed by: AnMarie Rodgers, Manager Legislative Affairs

anmarie.rodgers@sfgov.org, 415-558-6395
Recommendation:  Approval with Modifications
RECOMMENDING THAT THE BOARD OF SUPERVISORS ADOPT AN ORDINANCE INITIATED
BY SUPERVISOR WIENER THAT WOULD AMEND THE ADMINISTRATIVE CODE CHAFPTER 71 —

- MILLS ACT CONTRACT PROCEDURES; ADOPTING FINDINGS, INCLUDING ENVIRONMENTAL
FINDINGS AND PLANNING TODE SECTION 101.1 F]N'D]NGS

*’PREAMBLE

WHEREAS, on May 15, 2012 Supervisor Wiener mtroduced amendments be made to the Administrative
Code under Board File Number 12-0528; and

WHEREAS, the proposed Ordinance has been detetr.mned to be categorically exempt from environmental
review under the California Environmental Quality Act Section 15060(c); and

WHEREAS, the Hlstonc Preservation Commission conducted duly notced public hearings to consmier the
proposed amendments on Jurie 20, 2012; and.

WHEREAS, the Planning Commission conducted duly noticed Pubhc hearings to consider the proposed
" amendments on June 21, 2012; and

WHEREAS, the Planning Comnussxon has heard and considered the testlmony presented to it at the public
hearing and has further considered written materials and oral testimony presented on behalf of
Department staff and other interested parties; and

WHEREAS, the all pertinent documents may be found in the files of the Departmeﬁt, as the custodian of
records, at 1650 Mission Street, Suite 400, San Francisco; and

WHEREAS, the Planning Commission has reviewed the proposed Ordinance; and -

www.siplanning.org
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CASE NO. 2012.0737U

Draft Planning Commission Resolution .
Mills Act Confract Procedures and Fees

Hearing Date: June 21, 2012

MOVED, that the Planning Commission hereby recommends that the Board of Supervisors a.p;;rrave the
proposed Ordinance to amen Chapter 71 of the Administrative Code; Mills Act Contract Procedures,
detriled in the draft dated June 13, 2012 and with the following amendmentts: :

o Asrecommended by the HPC, the Planning Commission also recommends that the minor technical
amendments proposed by San Francisco Architectural Heritage, with the exception of the
proposed change to Section 71.2(b)(1) regarding cases of deliberate neglect, be included in the

proposed ordinance.

« As recommended by the HPC, the Plarmmg Commission also recommends that Section 71 2(b) -
regarding value limitations on eligibility be removed and the current non-codified Planning
Department pohcy of limiting value to $3,000, 000 for a single-family residential property and to
$5,000,000 for a multi-family, commercial, or industrial property remain in place.

FINDINGS

Having reviewed the materials identified in the preamble above, and having heard all testimony and
- arguments, this Commission finds, concludes, and determines as follows: -

1. The Mills Act Program is considered to be single most important economic incentive program available .
in California for use by private property owners of qualified historic buildings; however the number of
San Francisco contracts is considerably lower than most programs across the state.

| 2. . With the overall cost, number of hearings, and lengthy processing time, the sentiment of the general
public is that the process associated with the San Francisco Mills Act Program is a barrier to

participation, espedally for a single-family homeowner to navigate.

. 3. The proposed amendments will reduce processing costs, time, and streamline coordination between
City Depa.rhnents .

4. The amendments will improve access and predictabﬂ_i’cy of the Mills Act Program, and facilitate
broader use, specifically by small-scale residential and commercial properties.

5. General Plan Comp]ia:nce. The proposed Ordinance is, on balance, consistent with the following
" Objectives and Policies of the General Plan: '

L. COMMERCE & INDUSTRY ELEMENT

THE COMMERCE & INDUSTRY ELEMENT SETS FORTH OB]ECITVES AND POLICES THAT
ADDRESS THE BROAD RANGE OF ECONOMIC ACTIVITIES, FACILITIES AND SUPPORT
SYSTEMS THAT CONSTITUTE SAN FRANCISCO'S EMPLOYMENT AND SERVICE BASE. THE
PLAN SERVES AS A COMPREHENSIVE GUIDE FOR BOTH THE PUBLIC AND PRIVATE
SECTORS WHEN MAKING DECISIONS RELATED TO ECONOMIC GROWTH AND CHANGE.

SR FRANDISDE )
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Draft Planning Commission Resolution ‘ - CASE NO. 2012.0737U
Hearing Date: June 21,2012 . Milts Act Contract Procedures and Fees

GOALS

The objectives and policies are based on the premise that economic development activities in San Francisco
must be designed to achitve three overall goals: 1) Economic Vitality - the first goal is to maintain and
expand a healthy, vital and diverse economy which will provide Jobs essential to personal well-being and
revenues to pay for the services essential to the quality of life in the city; 2) Social Equity - the second goal is
to assure that oll segments of the San Francisco labor force benefit from economic growth. This will require
that particular attention be given to reducing the level of unemployment, particularly among the chronically
unemployed and those exchuded from full participation by race, language or lack of formal occupational
training; and 3) Environmental Quality - the third goal is to mainiain and enhaice the environment. San
. Franciseo's unigue and attractive environment is one of the principal reasons San Francisco is a desirable -
place for residents to live, businesses to locate, and tourists to pisit. The pursuit of employment opportunities
and economic expansion must not be at the expense of the environment appreciated by all. '

-

OBJECTIVE 6 . _
MAINTAIN AND STRENGTHEN VIABLE NEIGHBORHOOD COMMERCIAL AREAS EASILY
ACCESSIBLE TO CITY RESIDENTS. -

POLICY 6.1 .

Ensure and encourage the retention and provision of neighborhood-serving goods and services in.
the city's neighborhood comnmerdial districts, while recognizing and encouraging diversity aInong
the districts. _ '

POLICY 6.3 - _ B
Preserve and promote the mixed commercial-residential character in neighborhood commercial
districts. Strike a balance between the preservation of existing affordable housing and needed
expansion of commercial activity. ‘ .

POLICY 6.8
. Preserve historically and/or architecturally important buildings or groups of buildings in
neighborhood commerdal districts. '

IL. URBAN DESIGN ELEMENT

THE URBAN DESIGN ELEMENT CONCERNS THE PHYSICAL CHARACTER AND ORDER OF
THE CITY, AND THE RELATIONSHIF BETWEEN PEOPLE AND THEIR ENVIRONMENT.

GOALS - . .

The Urban Design Element is concerned both with development and with preseroation. It 5 a concerted effort
to recognize the positive attributes of the cify, to enhance and conserve those attributes, and to improve the
living environment where it is less than satisfactory. The Plan is a definition of quality, a definition based
upon human needs.

OBJECTIVE 1

EMPHASIS OF THE CHARACTERISTIC PATTERN WHICH GIVES TO THE CITY AND ITS
NEIGHBORHOODS AN IMAGE, A SENSE OF PURPOSE, AND A MEANS OF ORIENTATION.

S&H FHANGISDO . . . 3
PLANMNING DEFPASTMENT
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Draft Planning C-om_mission Resolution CASE NO. 2012, 0737U

Heai'ing Date: June 21, 2012 ’ . ' Mills Act Contfract Procedures and Fees
. POLICY 1.3
Recognize that buildings, when seen together, produce a total effect that characterizes the city and
its districts.
OBJECTIVE 2

- CONSERVATION OF RESOURCES W'I—I[CH PROVIDE A SENSE OF NATURE, CONTINUITY
WITH THE PAST, AND FREEDOM FROM OV'ERCROWD]NG

" POLICY 2.4 _ :
Preserve notable landmarks and areas of historic, architectural or aesthetic.value, and promote the

preservation of other buildings and features that provide continuity with past development.

POLICY 2.5 ‘
Use care in remodeling of older buildings, in order to enhance rather than weaken the ongmal

character of such buildings.

POLICY 2.7
" Recognize and protect outstanding and unique areas that contribute in an extraordinary degree to

San Francisco's visual form and character.

OL DOWNTOWN ELEMENTE -
THE DOWNTOWN PLAN GROWS OUT OF AN AWARENESS OF THE PUBLIC CONCERN IN

RECENT YEARS-OVER THE DEGREE OF CHANGE OCCURRING DOWNTOWN — AND OF
THE OFTEN CONFLICTING- CTVIC OBJECTIVES BETWEEN FOSTERING A VITAL ECONONMY
AND RETAINING THE URBAN PATTERNS AND STRUCTURES WHICH COLLECTIVELY FOR
THE PHYSICAL ESSENCE OF SAN FRANCISCO. '

OBJECTIVE 1
MANAGE ECONOMIC GROWTH AND CHANGE TO ENSURE ENHANCEMENT OF THE

TOTAL CITY LIVING AND WORKING ENVIRONMENT.

OBJECTIVE 12
CONSERVE RESOURCES THAT PROVIDE CONTINUTTY WITH SAN | FRANCISCO'S PAST.

Policy 12.1 : .
Preserve notable landmarks arid areas of historic, architectural, or aesthetic value, and promote the

preservation of other buildings and features that provide continuity with past development.

6. The proposed Ordinance is generally consistent with the eight General Plan priority policies set forth
- in Secton 101.1 in that ’

A) The existing neighborhood-serving retail usés will be preserved and enhanced and future
opportunities for resident employment in and ownership of such busmesses will be

enhanced:

SAK TRAHDISDI -
PLANMIRG DEPARTRENT
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" Draft Planning Commission Resolution . o . CASE NO. 2012.0737U
Hearing Date: June 21, 2012 " Mills Act Contract Procedures and Fees

B)

D)

E)

SER FEANDISCO

The proposed Ordinance would not significantly impact existing neighborhood-serving retail uses or
opportunities for employment in or ownership of such businesses.

The e)astmg housing and nﬂghborhood cha:acter will be conserved and protected in order
1o preserve the cultural and economic diversity of our nelghborhoods-

The proposed Ordinance will pasitively inﬂuence existing housing and nzighbbrhoe;i character, by
providing a mechanism for the support the maintenance and rehabilitation of the City’s historically
significant properties. :

" The City's supply.of affordable housing will be preserved and enhanced:

The proposed Ordinance will not impact the supply of affordable housin 2.

The commuter traffic will not impede MUNT transit service or overburden our streets or
neighborhood parking:

The proposed Ordinance will not result in commuter traffic impeding MUNI transit service or

overburdening the streets or nezghborhooi parking.

A diverse economic base will be maintained by protecting otir industrial and service
sectors from displacement ‘due to commercial office development And future
opportunities for resident employment and ownership in these sectors will be enhanced:

) The proposed Ordinance would not adversely aﬁ’er:t the industrial or service sectors or ﬁu&ure

opportumtzes for resident entployment or ownership in these sectors.

The City will achieve the greatest possxble preparedness to protect aga.lnst injury and loss
of life in an earthquake.

Preparedn_ess against injury and loss of life in an earthqwzke is unaffected by the propesed
amendments and will provide a financial incentive to off-set costs associated with seismic and life-
safety upgrades while protecting significant historic properties.

That landmark and historic buildings will be preserved:

The proposed Ordinance will facilitate the use of the Mills Act Program in San Francisco, thereby
promoting the preseroation, rehabilitation, and maintenance of San Francisco's’ historically
significant properties. . .

Parks and open space and their. access to sunlight and vistas will be protected from
development '

The proposed Ordinance will not impact the City’s parks and open space.
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Draft Planning Commission Resolution » CASE NO. 2012.0737U
Hearing Date: June 21, 2012 ) Mills Act Contract Procedures and Fees

I hereby certify that the foregoing Resolution was ADOPTED by the San Francisco Planning Commission
on June 21, 2012. T '

Linda D. Avery

Cornmission Secretary
AYES: G Borden, M. Antonini, R. Miguel, C. Wi, K. Moore, H. Sugaya
NOES: -

ABSENT: R Fong.

ADOPTED: June 21, 2012

SE&N FRANDISCO .
FLANNING DEPARTMERT
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SAN FRANCISCO
PLANNING DEPART MENT

Executive Summa_ry
Administrative Code Text Change
' HEARING DATE: JUNE 20, 2012

1656 Mission St
Sutte 450

$an Frandisea,
CA 841032474

m

- 419.558.6378

Project Name: Amendments relating to the Mills Act Procedures & Fees
Case Number: 2010.0737L] [Board File No. 12-0528]
Initiated by: Supervisor Wiener / Infroduced May 15, 2012
Staff Contact: Timothy Frye, Preservation Coordinator
' tim frye@sfgov.org, 415-575-6822
Reviewed by AnMarie Rodgers, Manager Legislative Affm.rs

: anmarie:rodgers@sfgov.org, 415-558-6395
Recommendation: Approval

ADMINISTRATIVE CODE AMENDMENT

The proposed Ordinance would amend Chapter 71 of the Administrative Code- (Mills Act Contract
Procedures); to add limitations on properties that are eligible; to add application deadlines; to add a time
Imit for receipt of the Assessor-Recorder’s Report; to require a standard form. contrack; fo require
monitoring reports from the Planning Department and the Assessor-Recorder’s Office; and to reduce the
application fees assodiated with Mills Act Contracts.

What is the Mills Act Program?

Enacted by the State of California in 1976 and amended in the San Francisco Administrative Code in 1996,
the Mills Act is state-sponsored legislation that grants local governments the ability to directly participate
in an histeric preservation and economic incentive program. The Mills Act Historical Property Contract
program allows qualified owners to receive property tax reduction and use that savings to offset the costs
to rehabilitate, restore and maintain their properties.

A Mills Act Coniract is an agreement (2 minimum of 10 years) between the City and County of.San

fax
415.558.6409

* Panning

{nformation:
415,558 6377

Francisco and the owner of a qualified historic property. With the advice of the Historic Preservation .

Commission and the Assessor-Recorder’s Office, the Board of Supervisors approves all final contracts,

The Way ft Is Now:

Since 1996 the City and County of San Francisco has entered into five contracts. The followmg properties
have active Mills Act conﬁacts with the City and County of San Francisco:

. Article 10 Landmark No. 26 1735 FRANKLIN ST " Assessor’s Parcel Number 0641/002
National Register-listed property 1080 HAIGHT ST Assessor’s Parce]l Number 1236/018
Artidle 10 Landmark No. 55 1818 CALIFORNIA ST Assessor’s Parcel Number 0641/004
Artide 10 Landmark No. 243 690 M.A.RKET STREET Assessor’s Parcel Number 0311/006

Article 10.Landmark No. 143 460 BUSH STREET Assessor’s Parcel Number 0270/041

www.sfplanning.org
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CASE NO. 2010.0737U

Execufive Summary
Mills Act Contract Procedures and Fees

Hearing Date: June 20, 2012

As of 2011 the total annual savirgs for these properties was $452,76_3, with 42 condominium units within
690 Market Street accounting for $375,898 of this savings. Acknowledging the unique tonditions of the
690 Market Street contract, the average anmual savings provided by the remaining contracts is $19,217.

The current Mills Act Program requirements are as follows:

Eligibility: “Qualified Historical Properties” are listed as individual City Landmarks under Article 10 of
the Planning Code or contributors to an Article 10 Landmark District; Significant or Contributory
Buildings listed in Article 11 of the Planning Code; individually listed on the National Register of '
Historic Places or listed as a contributor to a National Register District. )

Limitations on Eligibility: As a matter of policy eligibility is limited to buildings or structures with a pre-
contract "assessed valuation of $3,000, 000 or less for residential buildings, and %5, 000 000 or less for
commercial or industrial buildings, unless the property is granted an exemption froni those limits by the
Board of Supervisors. As a matter of policy the Board of Supervisors may grant an exemption from these
limitations based on specific criteria. For criteria see page 5 of Exhibit D, the Pla.nnmg Department Mills
Act Hlstoncal Property Contract Application Packet. . .

Loss of Tax Revenue: As a matter of policy contracts must be found not cause the cumulative loss of
property tax revenue to the City to exceed $1,000,000 annually.

Deadlines: None. An applicant may file at any time.

Assessor-Recorder’s Report: Section 71.4 states that the Assessor-Recorder has 60 days to provide the
Board of Supervisors and the Historic Preservation Commission with a report estimating the valuation of
the property and the estimated annual tax savings under the Mills Act Contract. I the valuation is
complex and the Assessor=Recorder’s Office requires additional time, it may extend the review period an
additional 60 days promded that the applicant is notified in writing of the extended review time.

Cbniracts: The City Attorney’s Office prepares a contract for each Mills Act application.
Fees: The applicition fees are $9,159 for residential properties and $18,310 for commerdial properties:

The Way i Would Be:

Eligibility: There. is no proposed amendment to the types of properties that may be eligible (“Qualified
Historical Property”) for the Mills Act Program; however, properties that are eligible must be listed or
designated on or before December 31 of the year before the apphcatlon is made.

Limnitations on Ehglbﬂ.lty The proposed amendments codify limitations on eligibility of the assessed
valuation as of December 31 of the year before the application is made. Limitations are $1,500,000 or less
for single-family dwellings and §$3,000,000 or less for multi-unit residential, commercial, or industrial
buildings, unless the individual property is granted an exemption from these limitations by the Board of
Supervisors. The wording of the existing exemption criteria is proposed to be modified and will be
codified as part of the proposed amendments. For proposed criteria see page 3, lines 21-25 and page 4,

lines 14 S )

Deadlines: The proposed annual application deadline will be May 1. Applications may be submitted to
the Planning Department between January 1 arid May 1 of each year. The Planning Department intends
to review all submitted applications between May 1 and June 30. All complete applications will be
forwarded to the Assessor-Recorder’s Office by July 1. :
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Executive Summary ' CASE NO. 2010.0737U
Hearing Date: June 20, 2012 Mills Act Contfract Procedures and Fees:

Assessor-Recorder’s Report: The same requirements as existing; however, if the Assessor-Recorder fails to
provide a report and recommendation within the 60 days, the Historic Preservation Commission and
Board of Supervisors may proceed with their actions without the report and recommendation.

Contracts: The Planning Department will be required to, with the assistance of the City Attorney’s Office,
develop and maintain a standardized “Historical Property Contract” for use.

Loss of Tax Reverme: To provide greater flexibility in program application, the policy to disapprove
applications that result in a cumulative loss of property tax revenue to the City to exceed $1,000,000
annually will no longer be enforced. Beginning on March 31, 2013, and every three years after, the Planning
Department and the Assessor-Recorder will be requiired to submit a joint report to the Board of Supervisors -
and calendar a hearing regarding the status of the Mills Act Program. ' '

Fees: The application fees will be reduced to $2,500 for residential properties and $5,000 for commercial

properties.

REQUIRED COMMISSION ACTION

The proposed Ordinance is before the Commission so that it nt'xay recommend adoption, rejectior;., or
adoption with modifications to the Board of Supervisors. :

RECOMMENDATION

"The ﬁepartment recommends that the Commission recommend approval of the proposed Ordinance and

adopt the attached Draft Resolution to that effect

TN

| BASIS FOR RECOMMENDATION

The Mills Act Program is considered to be single most important economic incentive program available in
California for use by private property owners of qualified historic buildings; however the number of San
Frandisco contracts is éonsiderably lower than most programs across the state. For example, San Diego
has 1,100 active contracts; Los Angeles currently has 601 active contracts; and Oakland’s program, which

' began in 2008, has 24 active contracts.
" Thie average tax savings for San Francisco’s active Mills Act contracts, including the 42 units at 690 Market

Street, is approximately $17,163. The Mills Act Program has demonstrated in other municipalities a
positive impact on reinvestment in historic properties and providing financial assistance, especially to
single-family homes, small-scale residential and commerdial properties. The Department believes that’
improving accessibility to the Mills Act Program will yield similar results in San Francisco. To maximize
its benefits the Department recommends that policy direct the Program’s focus on small-scale single- and
multi-family properties. : '

As a measure to track the Program and balance its use with an annual loss of tax revenue, the proposed
amendments codify a requirement that the Planning Department and the Assessor-Recorder submit a
joint report and schedule a hearing before the Board of Supervisors every three years regarding the status
of the Mils Act Program. The Planning Department supports this amendment because it will allow for
oversight of the program where no monitoring mechanism is currently required. This allows the Board of
Supervisors flexibility to adjust the program and implement policy based on the results of the report.

With the overall cost, number of hearings, and lengthy processing time, the senfiment of the general
public is that the process associated with the Mills Act program is a barrier to participation, eépedall_y for
a single-family homeowner to navigate. : .

SAR FRANCISCO 3
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Executive Summary
Mills Act Coritract Procedures and Fees

Hearing Date: June 20, 2012

Currently, the Planning Department’s Mills Act application fees are $9,159 for residential properties and

$18,310 for commercial properties. Most property owners find that the fees are too high for an incentive
that may or may not be granted. In comparison, fees charged by many municipalities range from no fee
at all or within the $300-$500 range. Ventura and San Jose bear the closest similarity to San Francisco fees
and charge for full cost recovery at $3,000 and $3,120, respectively. Oakland charges a maximum of $121
for residential properties and $521 for commerdial properties. The Planning Department supports the
proposed fees reduction based on a fee analysis and the assumption that review times will be minimized

through .the proposed amendments, which will allow for stzndarrhzed materials for Mills Act -

applications, and thereby reducing overall costs to applicants.
The average number of hours it takes the Planning Department to process a Mills Act apphcahon is 57.5

The Mills Act application for 690 Market Street took considerably more time than the remaining Mills Act.

application. Excluding it from the equation brings the average Planning Department review time to 42.5
hours, which the Department believes is closer to the typical review time currently necessary to process
- apphca‘aons. On average, the Planning Department requires approximately 60 days to complete this
review. The majority of the remaining time is associated ‘with coordination between various City
Departments, such as the City Attorney’s Office and the Assessor-Recorder’s Office. Once the City
Attorney’s Office and the Assessor-Recorder’s Office have reviewed the application, the Planning
Department schedules the first public hearing. On average it takes over 18 months from the time of filing
with the Planning Department to Board of Supervisors approval of a Mills Act application. Most
property owners are discouraged by the amount of time it takes to process an application and schedule
the required hearings. The effidendes.provided by codifying the review time for thé Assessor-Recorder’s
Office -and the use of a standardized Mills Act contract will substantially improve the Planning
Department’s ability to schedule hearings before the Historic Preservation Commission-and the Board of

Supervisors. The Department supports the amendments related to improving the City’s response time to

Mills Act applications.

In sum, the Department believes that the proposed amendments will reduce processing costs, time, and -

streamline coordination between City Departments. The amendments will improve access to the Mills
Act Program, and facilitate broader use, specifically by small-scale residential and corumerdial properties.

The annual deadlines proposed in the amendments will provide for more predictability within the
program for property owners as well as City Departments so that resources can be appropriately
allocated. In addition, the Planning Department is currently working with the Assessor-Recorder’s Office
on revising the Mills Act program application and materials to provzlde more cla_u’cy and predictability of
the timing of specific milestones within the process.

ENVIRONMENTAL REVIEW ‘

The proposal to amend Chapter 71 of the Administrative Code Sections 715.1 (Mills Act Contract
Procedures) would result in no physical impact on the environment. The proposed amendment is
exempt from environmental review under Section 15060(c)(2) of the CEQA Guidelines. ' ‘

' PUBLIC COMMENT

As of the date of this report, the Planning Department has not received public comment in regard to the
proposed Ordinance.

SEN FRANCISDO ]
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Executive Summary o : CASE NO. 2010.0737U
Hearing Date: June 20, 2012 Mills Act Contract Procedures and Fees

| RECOMMENDATION: Approval

Attachments: :

Exhibit A: Draft Commission Resolution-

Exhibit B: Board of Supervisors File No. 12-0528

Exhibit C: . Existing Planning Department Mills Act Program Bulletin No. 8

Exhibit D; Existing Planning Depattment Mills Act Contract Application Materials
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SAN FRANCISCO

SRS The Mills Act Program:

The Bills Act is THE MILLS ACT HISTORICAL PROPERTY CONTRACT PROGRAM
recognized as ihe
single most imporfant
econwmit incentive

Enacted by the State of California in 1976 and amended in the San Francisco
Administrative Code in 1996, the Mills Act is state-sponsored legislation that grants

program avatlzble local-governments the ability to directly participate in an historic preservation and
in California for use _ economic incentive program. The Mills Act Historical Property Contract program
b private property allows qualified owners to receive property tax reduction and use that savings to

owners of gualified . . . . .
historic bulidings. offset the costs to rehabilitate, restore and maintain their properties.

THE APPLICATION GUIDE

This Application Guide is a summary of the Mills Act Historical Property Contract
(“Mills Act Contract”) Program’s features. The complete details-are described in
the legal texts of the San Francisco Administrative Code, Chapter 71, California
Government Code Sections 50280-50290 and California Taxation Code Article 1.9,

Sections 439-439.4.

IMPORTANT: Please read the entire application guide before you get started.
Applicants are responsible for all of the information contained in the Application
Guide. Be sure to review the Application Checklist to ensure that you are submijtting
all of the réq{m:ed documents for the application. A Mills Act Historical Property

. Contract application provides the potential for property tax reduction. Itis hot a
guarantee. Each property varies according to its income-generating potential and
current assessed value. Mills Act properties are reassessed annually and periodically
imspected for contract compliance.

REMEMBER: The Mills Act is for property owners who are actively rehabilitating

.their properties or have recently completed a rehabilitation project compliant with
the Secretary of the Interior’s Treatment of Historic Properties, in particular the Standards
for Rehabilitation, and the California Historical Building Code. Recently completed
projects shall mean completed in the year prior to the applicatiorn. Applicants who
enter into a contract with San Francisco and fail to rehabilitate or maintain the
property are subject to the City cancelling the contract and the Assessor collecting the
12 1/2 percent of current fair market value penalty against the property.

wwew, sfplanning.or
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MILLS ACT HISTORICAL PROII:'ERTY CONTRACT

The Mills Act Contract is an agreement between the City and County of San Frandisco
and the owner of a qualified property based on California Government Code, Article
12, Sections 50280-50290 (Mills Act). This state law, established in 1976, provides fora
property tax reduction for owners of qualifying historic properties who agree to comply
with certain preservation restrictions and use the property tax savings to help offset the
costs 10 restore, rehabilitate, and maintain their historic resource according to the Secretary
of the Interior’s Standards and the Califorria Historical Building Code. The San Francisco
Board of Supervisors approves all final contracts. Once executed, the contract is recorded
_on the property and leads to reassessment of the property the following year.

WHAT PROPERTIES ARE ELIGIBLE? _ . _
In Order to participate in the Mills Act Contract ?rogréﬁg qualifying properties must
be identified in the following categories:. - '

= Individually Designated Pursuant to Article 10 of the Planning Code.
Properties that have been designated an individual landmark and approved
by the Board of Supervisors are eligible for the Mills Act program. It should ba
noted that the entire property shall be listed. ' ‘

* Contributory Bulldings in Historic Districts Designated Pursuant to Article
10 of the Planning Code. Properties that have been listed as a contributory
structure to a Jocal historic district are eligible for the Mills Act Program.

* FProperties Designatesd as Significant (Category | or IT} Pursuant to Article
11 of the Planning Code-Properties located in the C-3 zoning District that have
been determined to be a Category I or II Sigmificant Building are eligible for the
Mills Act Program.

* Properlies Designated as Contributory (Category 1V) io a Conservation
District Pursuant to Article 11 of the Planning Code.

* Properties Designated as Contributory (Category lil) Pursuart to Article

" - 11 of the Planning Code. Properties in the C-3 zoning District that have been,
listed as a Contributory Structure (Category II) which are located outside of a
Conservation District are eligible for the Mills Act program.

. lndi\.(idual Landmarks under the National Register of Hisforic Places.
Properties that have been officially designated as a National Register individual
landmark are eligible for the Mills Act program. ’

* Contributory Buildings in National Register of Historic Places Hlstoric
Districts. Properties that have been identified as a contributory building in a
National Register Historic District are eligible for the Mills Act program.

If there are é.ny q;.lesﬁons about whether your property is eligible please contact the
. Planning Department at (415) 558-6377. '

SAN FRANCISCO PLANNING DEPARTMENT |
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For properties with
multiple owners, every
owner must enter into
the Mills Act contract
with the City.

NOTE:

Owners of properties
with comparatively low
property taxes because
of Proposition 13 will
not benefit by a Mills
Act contract because
the assessed value
under the Mills Act will
Tikely be higher than

the existing base-year
value of the property.

. Geperally, owners who
have purchased their
properties within the last
ten years are most likely
1o benefit from entering
into a Mills Act contract.

The Mills Act Program

WHAT PROPERTIES ARE INELIGIBLE?

Properties with outstanding code violations issued by the Planmng Department
or the Department of Building Inspection are not eligible to apply for the Mills Act
Program. All code violations must be corrected before an application is accepted.
Properties with delinquent taxes are also not eligible to apply. The person/entity
submitting the application must retain ownership through contract recording
otherwise the coniract is nullified by the City. '

TAX ASSESSMENT VALUE

All properties that are eligible under the criteria listed above must also meet 2 tax
assessment value to be eligible for.a Mills Act Contract All owners ofa property

must enter into the Mills Act contract with the City.

Residential Buildings-
Eligibility is limited to a property tax assessment value of not more than $3,000,000.

Comrnercnal Industriat or Mixed Use Buildings

Eligibility is limited to a property tax assessment value of not more than $5,080,000.

Exceptions From PropertyfVa[ue Limits |
Properties may be exempt from the tax assessment values if it meets any one of the

following criteria:

*  The qualified }ustonc property is an exceptional example of architectural style or
represents a work of a master architect or is associated with the lives of persons
important to local or national history; or :

¢  Granting the exemption will assist in the pr&eﬁ:vation and rehabilitation
of a historic structure (including unusual and/or excessive maintenance
requirements) that would otherwise be in danger of demolition, deterioration, or
abandonment; and -

= Granting the exemption will not cause the cumulative loss of property tax
Tevenue to the Clty to exceed $1,000,000 annually. .

Properh% apply‘mg for a valuation exemption nwst provide evidence that it meets
the exemption criteria, including a historic structure report to substantiate the
exemptional circumstances for granting the exemption. The Historic Preservation
Commission shall make specific findings as whether to recommend to the Board
of Supervisors if the valuation exemption shall be approved. Final approval of this
exemption is under the purview of the Board of Supervisors.
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TERMS OF THE MILLS ACT HISTORICAL PROPERTY CONTRACT

Duration of Contract -

The Mills Act contract is for a minimum term of ten years. It antomatically renews
each year on its anniversary date and a new ten-year term becomes effective. The
contract rms (essentially in perpetuity) with the land.

Termination of the Contract . )
The owner may terminate the contract by notifying the City at least ninety days prior
to the annual renewal daite. The City may terminate the contact by notifying the
owner at least sixty days prior to the renewal date. The owner may make a written
protest about termination by the City. The contract remains in effect for the balance of

- the 10-year texm of the contract beyond the notice of non-renewal.

Alterations or Additions . .

Any work performed to the property (interior, exterior, and grounds) must conform
to the Secretary of the Iiterior’s Standards for the Treatmertt of Histeric Properties,
specifically, the Standards for Rehabilitation and the California Historical Building

" Code.

Inspections and Monitoring )

The (ity conducts armmal inspectiors-of the property. Thare may be certain
circumstances where the City willneed to conduct a periodic imspection of the
property. Conditions notconforming to the Secretary.of the Interior’s Standards may be
required to be brought info compliance. The City also encourages-the property owner
to self-inspect and apprise the Planning Department of the progress of rehabilitating
and mamtaining their property. ’

Breach of Contact .

If the property owner is found to be in breach of contract, the City may cancel the

contract whereupon the Assessor will collect a cancellation fee of 121/2 percent of the
fair market value of the property as determined By_ the Assessor.

Transfer of Ownership T

A Mills Act Contract is attached to the property. Subseqﬁeni owners are boumd by the

terms and conditions of the contract, and obligated to complete any work identified
In the contract and perform required maintenance. It is encumbent upor the seller of

* a Mills Act property to disclose this fact to potential buyers. For example, if an owner

completes some of the contract mandated work irt the frst five years and then sells
the property, the new buyer would have five years to complete the rehabilitation/
restoration of the property. ’ : )

S8AN FRANCISCO PLANNING DEPARTMENT
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CITY APPROVALS
An application is subm:u:ted to the Planning Department. Upon submitial,

¢ . Planning staff reviews the apphcahon for completeness and defermines
eligibility;

. Plamin.g staff forwards a copy of the application to the Assessor’s Office for their
review and analysis of the property tax valuation;

*  Upon receipt of a final Mills Act property valuation analysis repott from the
Assessor’s office, Planning staff will present to the following bodies for approval
denial, or approval with modifications of the Mills Act application in the
following order: Historic Preservation Commission, Board of Supervisors Budget
& Finance Committee, and the full Board of Supervisors. Final approval of the
contract is conferred by the Board of Supervisors. .

To grant approval of a contract, the Board of Supervisors must determine that

= The contract meets the eligibility requirements or the valuation exempton;

*  Entering into the contract will not cause the cummulative loss -of property tax
revenue to the City fo exceed $1;000,000 annually;

*  The property meets the priority consideration criteria; and
+  Rehabilitation, restoration, and/or maintenance will occur in conjunction with the
Historical Property Contract and will not impair the integrity of historic building.

RECORDING OF CONTRACT

If the Board of Supervisors authorize a Mills Act Coniract with the property owner,
the final contract must be signed by the Director of Planning, City Attomey, Assessor-
Recorder, and property owner.

The contract must be recorded with the County/City Recorder. Property owners who
enter into a Mills Act contract are obligated to inform the Ca]Jiomla Office of Historic

Preservation within 6 months.

NOTE: PROPERTY INSPECTIONS

The City will lrnpose a L

modest annual Mills Act Inspections of the property are conducted by the Planning Department annually
contract maintenance to monitor properties for compliance to the terms of the contract. Inspections

fes, which will cover also b dich o itor th £ th
costs associated wih may also be necessary on a periodic basis. Inspections monitor the progress a e
inspections and othsr rehabilitation and/or maintenance spec:.ﬁed in the contract Inspections are ongoing
miscelianeous tasks, for thie life of the contract.

228



PRESERVATIGN |
SULLETIR HO, 08

Fréquently Asked Questions

if I own an historic.property am | obligated to participate in the program?

No. Participation is voluntary. The contracts are intended for property owners who
have a strong commitment to historic preservation, and to assist property owners
who plan to rehabilitate their property.

E What is the term of an Historical Property Contract?

The contract is written for an initial term of 10 years. Howeéver, the contract
automatically renews each year on its-anniversary date The contract, in effect; runsin
perpetuity with the land. The initial 10-year term is the period of time in which major
rehabilitation projects should be substantially completed, If an owner desires to be
released from the contract, a letter of non-renewal is submitted to the Gity. The owner
is released from the contract ten years after the notice of non-renewal is submitted.

E How are my properly taxes reduced?

Instead of basing your property tax on the purchase price of your property
(Propositigﬁ 13, Base Year Value), the Assessor reassesses your property on its

ability (or potential ability) to produce income (Tncome Approach). Using the _
Income Approach, the Assessor values the property according to-the capitalization .
of income, whereby the property’s potential income is divided by a pre-determined -
capitalization rate to establish a new assessed property value to be taxed. The Income
Approach for an owner occupied property is based on its potential rental value.
Commercial, industrial, or multi-family properties would have an actual income that
is used for the calcilation. ' :

B What fype of property is likely to benefit? ,
Property purchased after 1999 is most likely to receive the highest reduction.
Property purchased prior to 1999 will likely receive a minimal reduction. Property
purchased prior to 1978 (Proposition 13) is unlikely to receive a tax reduction. The
Historical Property Contract Program does not guarantee a reduction amouni for any -
property. Properties that have more recently sold (e.g, within the last 10 years) are
likely to see greater tax reductions.

Bl How much of a reduction will | recefve? . )
The application Tax Adjustment Worksheet is provided to assist you in calculating
the potential reduction on your property. Calculated accurately, it will provide you -
with an idea of your potential reduction. It is not a guarantee. Remember that a
reduction is based only on the General Tax Levy portion of your bill and DOES NOT
reduce other portions of your tax bill.

51 SAN FRANCISCO PLANNING DEPARTHENT
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B What happens if | want fo sell my property after | have a Mills Act Contract?

The contract will always remain with the property, and the new owner is obligated to
meet the contract requirements. This can enhance the marketability of the property
becanse it is not reassessed at its néw market value when it changes hands. Rather,
new owners will likely pay property taxes based on the EX:LStlILU‘ or. proximate Mills

Act Valuation notice.

E Are there potenfial penalties for properly owners with 2 Mills Act Coniract?

Yes. If a property is not mantamed under the terms of the contract, is improperly

" altered, or if rehabilitation work is not performed; the owner could be found in
breach of contract If the breach of contract cannot be resolved to satisfy the contract,
the Confract is cancelled and the owner is assessed a 12 % percent penalty based on '
the current fair-market value of the property.

E How long does it take to get a Contract?
The contracts are approved and recorded by the end of each fiscal year.

. Reassessments start after January 1 of the year following the contract recordation.
You should see the Mills Act Valuation notice as part of the next property tax bill.

B i apply for a Mills Act Historic Properly Contracl, is the City obligafed fo enter
info the confraci?
No. The City will evaluate each individual contract application alongsxde a set of.
priority criteria and détermine which applications are most likely to yleld the greatest
public benefit.

B Am ! required o open my properly fo the public?
No. The Mills Act Historic Propérty Program does not require the property owner
to grant public access to the property. The contract does specify that by prior
appointment an inspection of the property may be made by City officials, as may be
needed to determine compliarice with the terms and provisions of the confract

Where can [ learn more about the Mills Act?

The California State Office of Historic Preservation (OHP) is responsible for
administration of Fedérally and State mandated historic preservation programs

in California. The OHP website offers information on a wide range of historic
preservation topics including the Mills ‘Act. The Iink to the OHP website is http://www.
ohp.parks.ca.gov. The direct link to the Mills Act program is found at wumw.ohp.parks.
ca.goo/defiult.asp?page id=21412. . .
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Government Codes

CALIFORNIA GOVERNMENT CODE SECTIONS 50280-50290 )
50280. Upon the app]icaﬁ'on of an éwner or the agent of an ovmner of any qualified historical property, as defined

in Section 50280.1, the legislative body of a city, county, or city and county may contract with the owner or agentto
restrict the use of the property in a manner which the legislative body deems reasonable to carry out the purposes of
this article and of Artide 1.9 (commencing with Section 439) of Chapter 3 of Part 2 of Division 1 of the Revenue and -

* Taxation Code. The contract shall meet the requirernents of Sections 50281 and 50282

50280.1. “Quialified historical property” for purposes of this arficle, means privately owned property which is not
exempt from property taxation and which meets eithier of the following: . - .

(a) Listed in the National Register of Historic Places or located in a registered historic district, as defined in Section
1.191-2(b) of Title 26 of the Code of Federal Regulations. :

(b) Listed in any state, city, county, or dity and county official register of historical or architechirally significant sites,
places, or landmarks.

50281. Any contract entered into under this article shall contain the following provisions:
(a) The term of the contract shall be for a mintmwum period of 10 years.

(b) Where applicable, the coniract shall provide the following: ,

(1) For the preservation of the qualified historical property and, when necessary, io restore and rehabilitate the
property to conform to the rules and regulations of the Office of Historic Preservation of the: Department of
Parks and Recreation, the United States Secretary of thie Interior’s Standards for Rehabilitation, and the State
Historical Building Code. . : _

(2) For the petiodic examinations of the inferior and exterior of the premises by the assessor, the Depariment
of Parks and Recreatior, and the State Board of Equalization as may be necessary to determine the owner's

. compliancewith the contract. ) .

(8) For it to be binding upon, and inure to the benefit of, all successors in interest of the owner. A suecessor in

interest shall have the same rights and obligations under the confract as the original owner who entered into
- the contract o :

(c) The owner or agent of an owner shall provide written notice of the contract to the Office of Historic Preservation
within six months of entering into the contract

502811 The legislative body entering into a conttact described in this article may require that the i)ropert'y OWTIET, a5
2 candition to enfering into the contract, pay a fee not to exceed the reasonable cost of administering this program.

50282,
{a) Bach contract shall provide that on the anniversary date of the contract or such other armual dage as is specified i-
in the contract, a year shall be added automatically to the initial term of the contract unless notice of nonrenewal
is given as provided in this section If the property owner or the legislative body desires in any year not to renew
the contract, that party shall serve written notice of nonrenewal of the confract on the other party in advance
of the annual renewal date of the contract. Unless the notice is served by the owner at least 30 days prior to the
renewal date or by the legislative body at least 60 days prior to the renewal date, ane year shall automatically be
added to the term of the contract.

SBAN FRANCISCO PLANNING DEPARTMENT
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(b) Upon receipt by the owner of a notice from the legislative body of nonrenewal, the owner may make a written
- protest of the notice of norwenewal. The legislative body may, at any time prior to the renewal date, withdraw

the notice of nonrenewal. -

(¢} ¥ the legislative body or the owner serves notice of intent in anty year not to renew the contract, the ex]stmg
contract shall remain in effect for the balance of the period remaining since the original execution or the last
renewal of the contract, as the case may be.

(@) The owner shall furnish the legislative body with any information the legislative body shall requ.u:e in order to
enable it to determine the eligibility of the property involved. _

(e) No later than 20 days after a city or county enters into a contract with an owner pursuant to this artidle, the derk
of the legislative body shall record with the county recorder a copy of the contract, which shall describe the
property subject thereto. From and after thie time of the recordation, this contract shall impart a notice thereof fo
all persons as is afforded by the recording laws of this state. ‘ ) )

50284. The legislative body may cancel a contract if it determines that the owner has breached any of the conditions

of the corrtract provided for in this article or has allowed the property fo deteriorate to thepoint that it no longer-

meets the standards for a qualified historical property. The legislative body may also cancel a contract if it determin
_ that the owmer has failed to restore or rehabilitate the property in the manner specified in the contract -

50285, No contract shall be canceled under Section 53284 until after the legislative body has given nofice of, and has
held, a public hearing on the matter. Notice of the hearing shall be mailed to the last known address of each owner of

property within the historic zone and shall be published prrstant o Section 6061.

50286, . . : .
(2) Ifacontract is canceled under Section 50284, the owner ghall paj a cancellation fee equal to 12 % percent of the
currentt fair market value of the property, as defermined- by the county assessor as though the property were free
of the confractual restriction. : ‘
"(b) The cancellation fee shall be paid to the county auditor, at the time and in the marnmner that the county auditor

shall prescribe, and shall be allocated by the county anditor to each jurisdiction in the tax rate area in which the
propexty is located in the same manmer as the auditor allocates the anmual tax increment in that tax rate area in

that fiscal year Co
(¢ Notwithstanding any other provision of law, reveniie received by a school district pursuant to this section
shall be considered property tax revenue for the purposes of Section 42738 of the Education Code, and reverme

received by 2 county superintendent of schools pursuant to this section shall be considered property tax revenie
for the purposes of Article 3 (commencing with Section 2550) of Chapter 12 of Part 2 of Division 1 of Title 1 of the

Education Code. :

50287, As an alternative to cancellation of the contract for breach of any condition, the county, ci-ty, or any landowner
may bring any action in court necessary to enforce a contract including, but not limited to, an acton to enforce the

contract by spedific performance or imjunction.

50288. In the event that property subject to contract under this article is acquired in whole or in part by eminent
domain or other acquisition by any entity authorized to exerdise the power of eminent domain, and the acquisition is
determined by the legislative body to frustrate the purpose of the confract, such cortract shall be canceled and no fee
ghall be imposed under Section 50286. Such contract shall be deemed rull and void for all purposes of determining

the value of the property so acquired.
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50289. In the event that property restricted by a contract with a county under this artide is annexed fo a dity, the city
shall succeed to all rights, duties, and powers of the county under such contract. )

50290. Local agencies and owners of qualified historical Properti.es-may consult with the State Historical Resources
Commission for its advice and counsel on matters relevant to historical property contracts.

CALIFORNIA REVENUE AND TAXATION CODE SECTIONS 439-439.4

439, For the purposes of this artide and within the meaning of Section 8 of Article XTI of the Constitution, property is
“enforceably restricted” if it is subject to an historical property contract execited pursnant to Articde 12 (commencing
with Section 50280) of Chapter 1 of Part 1 of Division 1 of Title 5 of the Govérnment Code. . '

453.1. For purpases of this article “restricted historical property” means qualified historical property, as defined

in Section 50280.1 of the Government Code, that is subject to a historical property confract executed pursuant to
Article 12 (commencing with Section 50280) of Chapter 1 of Part 1 of Division 1 of Title 5 of the Government Code.
For purposes of this section, “qualified historical property” includes qualified historical fmprovemnents and any land
on which the qualified historical improvements are situated, as specified in the historical property contract. If the
historical property contract does not specify the land that is to be inclnded, “qualified historical property” includes
only that area of reasonable size that is used as a site for the historical improvements. .

439.2. When valuing enforceably restricted historical property, the county assessor shall not consider sales data on
similar property, whether or not enforceably restricted, and shall value that restricted historical propezty by the
capitalization of income method in the following manmer: ‘

{a) The annual income to be capitalized shall be determined as follows:

(1) ‘Where suffident rental information is available, the income shall be the fair rent that can be imputed to the
restricted historical property being valued based wpon rent actually received for the property by the owner
and upon typical rentals received in the area for similar property in similar use where the owner pays the
property tax. When the restricted historical property being valued is actually encumbered by.alease, any
cash rent or its equivalent considered in determirting the fair rent of the property shall be the amount for
which the property would be expected to rent were the rental payment to be renegotiated in the Yight of

current conditions, including applicable provisions under which the property is enforceably restricted.

(2) Where snfficient rental information is not available, the income shall be that which the restricted historical
property being valued reasonably can be expected to yield under prudent management and subject to
applicable provisions under which the property is enforceably restricted.

(3) K the parties io an instrument that enforceably restricts the property stipulate therein an amotint that
constitutes the minimum annual income to be capitalized, then the income to be capitalized shall not be less
than the amourd so stipulated. For purposes of this section, income shall be determined in accordance with
‘rules and regulations issued by the board and with this section and shall be the difference between reverne
and excpenditures. Reverue shall be the amount of money or money’s worth, including any cash rent or
its equivalent, that the property can be expected to yield to an owner-operator annually on the average

-from any use of the property permitted under the terms by which the property is enforceably restricted. -
Expenditures shall be any outlay or average anniual allocation of money or money’s worth that can be fairly
charged against the revenme expected to be received during the period used in computing the revenue.
Those expenditures to be charged against revenue shall be only those that are ordinary and necessary in
the production and maintenance of the revenue for that period. Expenditures shall not indlude depletion
charges, debt retirement, inferest on funds invested in the property, property taxes, corporation income
taxes, or corporation franchise taxas based on income. :

SAN FRANCIBCO PLANNING DEPAHTMENT_
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(b) The capitalization rate to be used in valuing owner-occupied single family dwellings pursuant to this article shall
not be derived from sales data and shall be the sum of the following components: ’
{I) An interest component io be determined by the board and announced no later than October 1 of the year

. preceding the assessment year and that was the yield rate equal to the effective rate on conventional
mortgages as most recently pubhshed by the Federal Housing Finance Board as of Septembar 1, rounded to

the nearest one-fourth of 1 percent.

(2) Ahistorical property risk component of 4 percent.’

{3) A component for property taxes that shall be a percentage equal to the estimated total tax rate apphmble to
the property for the assessment year times the assessment ratio.

(4) A component for amortization of 'd'xe mprovemm‘rs that shall be a pa:cen‘lage equ_tvalent to the redprocal of
the remaining life. _

() The capitalization rate to be used in valuing all oher restricted historical property pursuant to this article shall
not be derived from sales data and shall be the sum of the following components:
(1) An interest component to be determined by the board and announced no later than October 1 of the year

preceding the assessment year and that was the yield rate equal to the effective rate on conventional
mortgages as determined by the Federal Housing Finafice Board as of September 1, tou.nded to the nearest

one-fourth of 1 percent.
(2) A historical property risk component of 2 percent.
(3) - A component for property taxes that shall be a percentage equal to the estimated total tax rate applicable fo
the propeﬁ'y for the agsessment year times the assessment ratio.
4 A component for amortization of the improvemenis that shall be a percentage equivalent to the reciprocal of
the errrammg life,
{d} Unless a party toan instrument that creates an enforceable restricion expr&s&y prohibits the valuaton, the

valuation resulting from the capitalization of income method described in this section shall not exceed the lesser~
of either the valuation that would have resulted by calculation under Section 110, or the valuation that would

have resulted by calcnlation under Section 110.1, as thoug:h the property was fiot subject to an enforceable
restriction in the base year.

{e) The valne of the restricted historical property shall be the quotlent of the income determined as provided i in
subdivision (a) divided by the capitalization rate determined as promded in subdivision (b) or (c).

(f)- The ratio presaribed in Section 401 shall be applied to the value of the proper’cy determined in subdivision (d) to
_ obtain its assessed value.

£39.3. Notwithstanding any provision of Section 435.2 to the contrary, if either the county or city or the owner of
restricted historical property subject to contract has served notice of nonrenewal as provided in Section 50282 of the
Government Code, the county assessor shall value that restucted l-ustcncal property as provided in this section.

(a) - Following the hearing conducted pursuant to Section 50285 of the Government Code, subdivision (b) shall apply
il the termination of the period for which the restricted historical property is e:n.forceably restricted.

(b) The board or assessor in each year until the termination of the period for which the property is enforceablj
restricted shall do all of the following:

(1) Determine the full cash value of the property pursuant to Section 110.1. If the propetty is mot subject to
Secion 110.1 when the restriction expires, the value shall be determined pursuant to Section 110 as if the

property were free of contractual restrictiorn
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SAN FRANCISCO ADMINISTRATIVE CODE
CHAPTER 71: MILLS ACT CONTRACT PROCEDURES

SEC. 71.1. FURPOSE. . : . .

(2) The purpose of this Chapter 71 is to implement the California Mills Act, California Government Code Settions
50280 et seq. The Mills Act authorizes locat governments to enter into contracts with owners of private historical
property who will rehabilitate, restore, presarve, and maintain qualified historical property. As consideration
for the rehabilitation, restoration, preservation and maintenance of the qualified historical property, the City
and County of San Francisco may provide certain property tax reductions in accordance with Article 1.0
{commencing with Section 439) of Chapter 3 of Part 2 of Division I of the California Revenme and Taxation Code,

(b) 5an Francisco contains many historic buildings which add to its character and international reputation. Many of
these buildings have not been adequately maintained, may be stmcturally deficient, or may need rehabilitation
The costs of properly rehabilitating, restoring and preserving historic buildings may be prohibitive for property
owners, Implementation of the Mills Act in San Francisco will make the benefits of the Mills Act available to
many property owners. : :

(¢) The benefits of the Mills Act to the individual property owners must be balanced with the cost to the City
and County of San Francisco of providing the property tax reductions set forth iy the Mills Act 25 well as the
historical value of individual buildings proposed for historical property coniracts, and the resultant property tax
reductions, under the Mills Act.

SEC. 712, QUALIFIED HISFORIC PROPERTY,

An owner, or an authorized agent of the ewner, of a qualified historical property miay apply for a historical property
cantract For puzpeses of this Chapter 71, “qualified historical property” shall mearn: pdvately owned property that is
not exempt from property taxation and-that is one of fhe following:

(a) Individually listed in the National Register of Historic Places;

(b) Listed as a contribwior to an historic district incdinded on the National Register of Historic Places;

(0) Designated as a Gty landmark pursuant to San Francisco Planming Code Article 10; )

(d) Designated as contributory to an historic district designated pursuzant ta Sar Franusoo Planning Code Atticle 10;

or

(¢) Designated as significant {Categories I or II}) or contributory (Categories Il or IV) to a conservation district
designated pursuant to San Francisco Planning Code Article 11. . )

" SEC.71.3. APFLICATION FOR HISTORICAL PROPERTY CONTRACT.

An owner, or an authorized agent of an owner, of a qualified historical property may submit an application

for a historical property contract to the Planning Department on forms provided by the FPlarming Department.

The property owner shall provide, af a'minimum, the address and location of the qualified historical property,
evidence that the property is a qualified historical property; the niature and cost of the rehabilitation, restoration

or preservation work to be conducted on the property, and a plan for contimied maintenance of the property. The
Planning Department may require anty further information it determines necessary to nake a recommendation on the
historical property contract. ' A :

S5EC. 714 AFPROVAL PROCESS. "

(a) Review by the Assessor’s Office. The Planning Department shall refer the application for historical property
contract to the San Francisco Assessor for ifs review and recommendation. The Assessor shall provide to the
Board of Supervisors an estimate of the property tax caleulations and the difference in property tax assessments
under the different valnation methods permitted by the California Mills Act so that the Gty can evaluate the
difference between property tax which would normally be collected by the City and the property tax which
would be collected pursuant to the historical property contract ' :

SAN FRANCISCOD PLANNING DEPARTMENT
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(b) Landmarks Board Review. The Landmarks Preservation Adwsory Board shall hold a public hearmg to
review the application for the historical property contract and shall make its recornmendation to the Planning
Comumission on the proposed rehabilitation, restoration or preservation work, the historical value of the qualx.ﬁed
historical property and any proposed preservation restrictions and maintenance requirements.

(¢) Planning Commission Review. Upon receipt of the Landmarks Boards recommendation, the Plannmg
Comuusson shall hold a public hearing to review the application for the historical property contract Upon
approval by the Planning Commission, the application shall be referred to the Board of Supervisors for ifs review
and approval or disapproval It the event the Planning Comuission disapproves the historical property contract,
such dedision shall be final unless the property owner appeals such disapproval by filing an appeal with the
Board of Supervisors within 10 days of final action by the Planning Commission '

(d) Board of Supervisors Decision. The Board of Superva.sors shall conduct a public hearing to review the Planning
Commission recommendation, the information provided by the Assessor’s Office, and any other information
the Board requires in order to determine whather the City shonld execute a historical property contract for a
particular property. The Board of Supervisors shall have full discretion to determine whether it is in the public
* interest to enter a Mills Act historical property contract with a particular qualified historical property. The Board
of Supervisors may approve, disapprove, or modify and approve the terms of the historical property contract.
Upon approval, the Board of Supervisors shall authorize the Director of Planning and the Assessor to execute the

historical property contract

SEC. 7L5. TERMS OF THE HISTORICAL PROPERTY CONTRACT.
(a) The historical property contract shall set forth the agreement between the Cityand the property owner that

as long as the property owner properly rehabilitates, restores, preserves and maintains the qualified historical

property as set forth in the contract, the City shall comply with California Revenue and Taxation Code Asticle 1.9

(commmcm.g with Section 439) of Chapter 3 of Part 2 of Divisierrl, provided that the Assessor determines that

the specific provisians of the Revenue and Taxation Code are applicable to the property in question. A historical

propertty coniract shall contain, at a mindmurm, the foﬂomg provisions: -

(1) The term of the contract, which shall be for a mirimum of 10 years;

(2) The owner’s commitment and obligation to preserve, rehabilitate, restore and maintain the property n -
accordance with the rules and reﬂ'ulatlons of the Office of Historic Preservation of the California Department 5
of Parks and Recreation and the Umted States Secretary of the Interior’s standards for the Treatment of
Historic Properties; ’

(3) Permission to conduct periodic examinations of the interior and exterior of the qualified historical property
by the Landmarks Board, the Assessar, the Department of Building Inspection, the Office of Historic
Preservation of the California Department of Parks and Recreation and the State Board of Equahzat[on as
may be necessary to determine the owner's compliance with the historical property contract;

(4) That the historical property confract is binding upon, and shall inure to the benefit of, all successors in
interest of the owner; ’

(5) An extension to the term of the contract 5o that one year is added automatically to the initial term of the
contract on the anniversary date of the contract or such other annual date 2s specified in the confract unless
notice of nonrenewal is given as provided in the Mills Act and in the hisforical property contract;

(6) Agreement that the Board of Supervisors may cancel the contract, or seek enforcement of the contract, when
the Board determines, based upon the recommendation of anty one of the entities listed in Subsection (3)
above, that the owner has breached the terms of the contract- The City shall comply with the requirements
of the Mills Act for enforcement or cancellation of the historical property contract Upon cancellation of the

contract, the property owner shall pay a cancellation fee of 12.5 percent of the full value of the property at
the time of cancellation (or such other amount authorized by the Mills Act), as determined by the Assessor

without regard to any restriction on such property imposed by the historical property contract-and

7 The property owner ’s inderrmification of the City for, a:nd agreement to hold the City harmiless from, any .
dlaims arising from any use of the property.

236



FRESERVATION
EULLETEN RO, a8

14

(b) The City and the qualrﬁed histarical property owner shall comply with ail provisions of the California Mills

Act, including amendments thereto. The Mills Act, as amended from time to time, shall apply to the historical
property coniract process and shall be deemed incorporated into each historical property contract entered into
by the City. :

SEC 71.6. FEES. .

The Plarming Department shall determine the amount of a fee necessary to compensate the City for processing and
administering an application for a historical property contract. The fee shall pay for the time and materials required
to process the application, based upon the estimated actual costs to perform the work, including the costs of the
Planming Department, the City Attomey, the Assessor and the Board of Supervisors. The City may also impose

a separate fee, following approval of the historical property contract, io pay for the actual costs of inspecting the

' qualified historical property and enforcing the historical property contract Each department shall provide a written

estimate of its costs to process the application. Such estimates shall be provided to the applicant, who shall pay the
fee when submitting the application. In the event that the costs of processing the application ate lower than the .~ .
estimates, such differences shall be refunded to the applicant In the event the costs exceed the estimate, the Planning
Department shall provide the applicant with a written analysis of the additional fee necessary to complete the
review of the application, and applicant shall pay the additional amount prior io any action approving the historical

property contract. Failure {o pay any fees shall be grounds for cancelling the historical property contract.

SAN FRANCISCO PLANNING DEPARTHENT
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LYESTY NO- L -

CUvesO wod L

-'Exempfmn Form & H‘staﬂc Structure F,epurt

. ' YES] NOD
.'Heqmred ‘orHESIdentlaJ propemas wrth an assessed valu= cver$ OOD,OQD and 0 L S
Commercxal/lndustnal pmpﬂmes with an agsessed valire over $5000,000 .7 -

.__Notary Acknowie; geme! Forrn. :

, S XESCILoNO L i
Clsthe Acimowledgement Form completa’7 LT

:Do the srgnatures mat‘h ﬁe namec and capacmes of stgners'?

: __Reh.aﬁlhtsticnlﬁatoratlan/Mamtenance P &

. Usethis® jormio ldermry the Hehablhtanon -ﬂestoranm and Mauxtenance soopes af -
. work. that are needed | by the propert, .

identr"y the cont'a“t yearin ‘which each ntem is tn be cc«mpiead.(e g. Year 1 Year 2) AH
: © " work should be-completed by Year 1G. o quairfy far aflowable work under the Cantract
- only work'completed wﬂhln the Iast year should be |d=ntrﬁed as Cumpleted ’

Does your sne plan show'all bulldmgs on the praperfy including 4ot b '
-Etreet name(s) north an'ow and dlmensuons‘?

gl

| Didyouirdude a copy of yau mq;t.lre:{:_ént taxbifl7.. -

"."_: Dvd you mclude a check payable to the San Francxsco Planmng Depar‘tnent.?

B
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