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Jesse Arreguin
Councilmember, District 4

ACTION CALENDAR
October 7, 2014

To: Honorable Mayor and Members of the City Council
From: Councilmembers Jesse Arreguin and Kriss Worthington
Subject: Vacancy Registration Fee

RECOMMENDATION:
Refer to the City Manager the establishment of a registration fee for vacant ground floor
commercial spaces, as well as undeveloped vacant lots throughout the City of Berkeley.

FINANCIAL IMPLICATIONS:

Unknown. Staff costs associated with the establishment of a fee program; however,
some work has already been commenced by staff in response to the original referral.
Potential cost recovery upon implementation.

BACKGROUND:

Vacant commercial spaces and lots often create blight, attract undesirable behavior,
and cause economic disruptions, whose externalized impacts are felt by surrounding
neighbors, businesses, and ultimately the City who must expend considerable
resources addressing such impacts.

On December 7, 2010, the Berkeley City Council adopted the “Encouraging Economic
Development and Increasing City Revenue from Business Activity” proposal from
Councilmembers Capitelli, Wengraf and Moore.

Part of the item referred to the Planning Commission the following issue: “Investigate
providing incentives to property owners to encourage leasing and establish
disincentives to motivate property owners not to leave their properties vacant.”

On September 20, 2011, Council voted to refer to the City Manager the issue of vacant
storefronts and the development of a fee. Subsequently, staff determined after further
study that a legally permissible fee would not be sufficiently high enough to achieve the
desired incentive and that, given the objective, a tax would be a more effective option;
however, a tax must be voted on directly by the voters to go into effect.

In the latest round of considering the placement of ballot measures for the upcoming fall
election, a vacancy tax polled favorably at 67 percent approval; however, due to the
pressing need for other revenue measures, a vacancy was not pursued for this election
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cycle in order to ensure the likelihood that much needed revenue for City infrastructure
will be passed by the voters.

This referral only differs from the original referral in its inclusion of undeveloped vacant
lots. Throughout Berkeley, especially in residential neighborhoods, undeveloped lots
that are not properly maintained become overgrown with vegetation, often posing a fire
hazard, attract graffiti and other illegal activities, and harbor pests. The resulting
nuisances spur ongoing City intervention and abatement notices. A fee on undeveloped
lots will help the City recover the costs associated with monitoring and responding to
such lots.

The establishment of a vacancy registration fee in the interim before the next available
general election will establish the following goals:

e Begin the recovery of costs incurred by the City responding to issues associated
with vacancies

e Provide comprehensive data that does not currently exist on vacancies in order
to formulate an effective vacancy tax

e Evaluate the implementation of such a program and any attendant issues in
order to inform the creation of a vacancy tax

e Provide an initial incentive for property owners to ensure a positive and active
use rather than a vacancy

In establishing a vacancy registration fee program, the City should consider minimum
maintenance standards for when or how much of the fee would apply with the potential
waiving of the fee if the owner agrees to allow a positive interim use, such as an art
exhibit or workspace in the case of vacant commercial storefronts, or a community
garden in the case of undeveloped lots. Consistent with the previous proposal, the City
should also consider appropriate waivers in cases of hardship or extenuating
circumstances.

CONTACT PERSON:
Jesse Arreguin, Councilmember, District 4 981-7140

ATTACHMENTS:
1. Council Item: Vacancy Registration Fee. Sept. 20, 2011
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[ CITY °F

-

o)
-
5
m
—

m

Jesse Arreguin
Councilmember, District 4

ACTION CALENDAR
September 20, 2011

To: Honorable Mayor and Members of the City Council
From: Councilmember Jesse Arreguin

Subject: Referral to City Manager: Vacancy Registration Fee
RECOMMENDATION:

Refer to the City Manager the attached proposal for a Vacancy Registration Fee for
review and the development of a policy to address the issue of vacant ground floor
commercial spaces throughout Berkeley.

BACKGROUND:

On December 7, 2010, the Berkeley City Council adopted the “Encouraging Economic
Development and Increasing City Revenue from Business Activity” proposal from
Councilmembers Capitelli, Wengraf and Moore.

Part of the item referred to the Planning Commission the following issue:
“Investigate providing incentives to property owners to encourage leasing and establish
disincentives to motivate property owners not to leave their properties vacant.”

Vacant storefronts can be found in almost every commercial district in Berkeley. While
part of this problem is due to the current recession, it is also often due to the square foot
rents that are charged for vacant commercial space, which can be financially prohibitive
for some small businesses. As a result, commercial spaces remain vacant, creating a
significant financial and economic impact on our community.

The social impact of vacant storefronts is significant. It not only degrades the character
of our community, but creates visual blight and affects the desirability of new
businesses locating in an area, which in turn affects city tax revenues.

The economic impact of vacant storefronts is also important and is unaddressed. While
some property owners cannot find a tenant to fill a vacant space, and should not be
unfairly penalized, there are property owners who have charged higher rents for vacant
commercial space and have not lowered rents as a way to find suitable tenants. As a
result the property remains vacant. Additionally, there have been issues with the
maintenance of some vacant storefronts and vacant storefronts sometimes attract
undesirable activity. This has resulted in the investment of city resources (Police, Public
Works, Neighborhood Services, Health) to address such problems. The city is not
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compensated for the cost of providing such services which impacts our city budget and
our ability to response to other problems in our community.

There clearly is a social and financial impact from vacant storefronts, which must be
addressed. The attached proposal for a Vacancy Registration Fee was developed after
reviewing a number of policies adopted by other cities to address vacant property,
including vacant ground floor commercial space.

The proposal recommends a vacancy registration fee for commercial properties which-is
would go into effect within 6 months after a vacancy occurs and would implement an
escalating fee schedule : a $180 registration fee and an escalating fee of $300 for every
six months the property remains vacant. The proposal also suggests establishing the
requirement that the space meets minimum maintenance/street presence standards,
which if not meet the owner would be subject to additional fees.

Many other cities, including cities in California, have adopted vacancy registration fees
to deal with the issue of vacant commercial and residential property. See attached chart
describing vacancy registration fee policies in other cities. The District of Columbia
vacancy registration tax and fee schedule (based on Wilmington, Delaware’s) seems
most relevant to Berkeley. Current Washington DC has a registration tax of $250.00
annually, and for Class 2 properties (which are mainly comprised of vacant storefronts),
they have a tax of $1.65 per 100 dollars of assessed value.

In addition, many cities in California charge a vacancy registration fee ranging from $75
to $ 603 (though most seem to be in the range of $150). Many however, seem geared
to addressing the problem of vacant residential properties in foreclosure and the fee is
meant to raise money for maintenance in order to ensure that the properties do not
become blighted.

The policy in San Jose is geared towards all vacancy buildings in general, and involved
an escalating fee schedule.

This item does not recommend that the City Council adopt the proposal or that the City
Manager specifically recommend this proposal, it is simply referring a suggested
framework to the City Manager for consideration in responding to the December 7, 2010
City Council referral.

FINANCIAL IMPLICATIONS:
Unknown. Some staff time will be involved in reviewing, researching and developing a
proposal for City Council consideration.

CONTACT PERSONS:
Jesse Arreguin, Councilmember, District 4 981-7140

Attachments:
1. Proposal for Vacancy Registration Fee
2. Chart summarizing vacancy registration fee policies in other cities



Proposal for Vacancy Regqistration Fee for Berkeley

Background:

Based on research of policies adopted in other cities and square foot rents and
economic conditions in Berkeley that have resulted in vacancies, an ideal policy would
involve a progressive registration fee schedule with a grace period to allow sufficient
time for a property owner to seek a renter/buyer, with a fee high enough to incentivize
landlords to lower rents or actively find a renter/buyer, to create an disincentive for
leaving commercial space vacant for long periods of time and minimize the impacts on
the community. The fee policy should include clear criteria for the maintenance of
vacant storefronts with financial disincentives to discourage blight. There should be
limited deferrals/exemptions to address situations where a building is being renovated
or to address economic hardship. The fee should not only be a disincentive to holding
ground floor commercial space vacant but also to help recover some of the costs
associated with city response to problems with vacant properties.

Goals:

e To discourage vacancies of ground floor commercial space and to
encourage property owners to maintain vacant property to prevent blight.

e When would the fee go into effect? One option includes requiring the property to
be registered and if there is active pursuit of a tenant/buyer, the fee would not go
into effect, however if after 6 months the property is not occupied, the fee would
go into effect. Alternatively, the fee could go into effect within 6 months (or
another threshold) after a vacancy occurs.

e Introduce progressive fee schedule. Longer the duration of vacancy the higher
the fee.

e Set fee at a rate high enough, to incentivize landlords to lower their rents but not
too high so as to discourage prospective landlords to buy property in Berkeley, or
to create a reputation of Berkeley being “unfair to businesses”.

e Determine exceptions and design a clear policy that would ensure that
exemptions are being granted to circumstances that legitimately meet the criteria
and are not a loophole around the policy.

e Include a minimum set of standards for maintenance for vacant space, so as to
minimize blight. If standards are not met, additional fees would be imposed.

e Determine the consequences of failure to comply with the registration fee
requirements. One option could include placing a lien on the property.

e Create a system that would be clear and as efficient as possible. Minimize staff
time and costs associated with implementing system.

Legal Issues:
e Legally it is difficult to adopt a “registration tax” without going through a

Proposition 218 process or going to the voters.



e A fee is most easily justified and able to be adopted if it is an impact fee, used to
cover costs of maintenance and security around vacant store fronts.

e |tis also more easily justified if it is a lump sum that escalates depending on the
amount of time the space is vacant, rather than varying depending on square
footage. It would provide more clarity and predictability for the owner and would
make the policy easier to implement. Additionally, the impacts are similar
regardless of the size of the property.

Brief discussion of past relevant policies that motivate current proposal:

The District of Columbia vacancy registration tax and fee schedule (based on
Wilmington, Delaware’s) seems most relevant to Berkeley. Current Washington DC has
a registration tax of $250.00 annually, and for Class 2 properties (which are mainly
comprised of vacant storefronts), they have a tax of $1.65 per 100 dollars of assessed
value.

In addition, many cities in California charge a vacancy registration fee ranging from $75
to $ 603 (though most seem to be in the range of $150). Many however, seem geared
to addressing the problem of vacant residential properties in foreclosure and the fee is
meant to raise money for maintenance in order to ensure that the properties do not
become blighted.

The policy in San Jose is geared towards all vacancy buildings in general, and involved
an escalating fee schedule.

Suggested Proposal:

Establish a vacancy registration fee for commercial properties, which would apply to
vacant ground floor commercial space. Adopt an escalating fee schedule: $ 180
registration fee and an escalating fee of $300 for every six months the property remains

vacant.

When would the fee go into effect?

One option would require the property owner to register with the city and pay a fee as
soon as the commercial space becomes vacant. The fee could be refunded if it is rented
within 6 months of vacancy. If the space if vacant for 6 months or more, the fee would
go into effect at the beginning of the 6™ month of vacancy and would escalate
depending on how long the property remains vacant.

Another option is that the fee would go into effect 6 months after a vacancy occurs.
Additionally, during the time the property remains vacant, the property owner is

responsible for meeting the minimum standards for maintenance/street presence for the
vacant space:



Suggested standards include:
1. free of graffiti, clean windows, doors and storefront — perhaps with

“post no bills” standards with the exception of rental information,

2. clean interior space — no “junk” or fixtures visible from the
sidewalk/street,

3. clean and serviceable awnings,

4. signage in good condition,

5. “no boarding up” of windows or doors unless legally required,

6. landscaping up kept and in good condition,

7. parking lots clean of debris, weeds and in good condition and, if

exclusive to the storefront, chained to prevent auto access
8. 24/7 lighting at street and motion lighting as necessary at auxiliary
entrance/exits.

The City could adopt accelerating fines for non-compliance with maintenance/street
presence standards, which would increase over time if the property is unmaintained.

Incentives:

As explained above, if an owner rents a space within 6 months of vacancy, then the fee
would be refunded.

Additionally, the escalating fee schedule and fees for lack of maintenance of property
create incentives for owners to rent and maintain spaces.

Also, the fee could be lowered, if the owner agrees to rent the space temporarily to a
positive public use such as arts performance or gallery space.

Reasoning behind this proposal:
Since the Washington DC fee seems very effective, we propose an analogous fee that
would be a lump sum (rather than per $100 of assessed value as is the case in DC).

A Better Assessment?

e Given legal constraints in adopting taxes, it would be better if the fee were legally
an impact fee that was based on the costs incurred to the City by these vacant
storefronts (and according to the City Manager’s office, vacant lots/storefronts
have remained vacant for long periods and can significantly drain city resources.)
This fee could be also used as a model to address the issue of vacant
commercial and residential lots.



e The City does not currently have this kind of information readily available but can
gather it and attempt to quantify the costs. Some of the parameters suggested
are: the cost of increased security, Police response, Public Works response and
Mental Health services; the amount of time spent in addressing these vacant
properties by Neighborhood Services; the opportunity costs of lost revenue in the
form of building and business permits, in property taxes and in business license
fees.

e |If the costs could be properly quantified, it would be easier to determine a
progressive fee schedule that ultimately would help recoup some of the costs to
the city.

Suggested exemptions:
The property would be exempt from the registration fee requirements entirely or
temporarily if they met the following criteria:
1. The property is under active construction, rehabilitation, renovation or repair and
has valid building permit(s) to make it fit for occupancy.
2. The owner is actively seeking to sell or rent the property and has not found a
tenant/buyer and payment of the fees would be an economic hardship.

The City would need to establish criteria to determine if property meets exemptions.
How do you determine if someone is actively seeking to sell or rent the property? Ads
for vacant space? Number of open houses? Number of prospective tenants who have
expressed interest in property? Also how is economic hardship defined?
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Jesse Arreguin
Councilmember, District 4

ACTION CALENDAR
October 7, 2014
(Continued from September 9, 2014)

To: Honorable Mayor and Members of the City Council
From: Councilmember Jesse Arreguin
Subject: Vacancy Registration Fee

RECOMMENDATION:
Refer to the City Manager the establishment of a registration fee for vacant ground floor
commercial spaces as well as undeveloped vacant lots throughout the City of Berkeley.

FINANCIAL IMPLICATIONS:

Unknown staff costs associated with the establishment of a fee program; however,
some work has already been commenced by staff in response to the original referral.
Potential cost recovery upon implementation.

BACKGROUND:

Vacant commercial spaces and lots often create blight, attract undesirable behavior,
and cause economic disruptions, whose externalized impacts are felt by surrounding
neighbors, businesses, and ultimately the City who must expend considerable
resources addressing such impacts.

On December 7, 2010, the Berkeley City Council adopted the “Encouraging Economic
Development and Increasing City Revenue from Business Activity” proposal from
Councilmembers Capitelli, Wengraf and Moore.

Part of the item referred to the Planning Commission the following issue:
“Investigate providing incentives to property owners to encourage leasing and establish
disincentives to motivate property owners not to leave their properties vacant.”

On September 20, 2011, Council voted to refer to the City Manager the issue of vacant
storefronts and the development of a fee. Subsequently, staff determined after further
study that a legally permissible fee would not be sufficiently high enough to achieve the
desired incentive and that, given the objective, a tax would be a more effective option;
however, a tax must be voted on directly by the voters to go into effect.

In the latest round of considering the placement of ballot measures for the upcoming fall
election, a vacancy tax polled favorably at 67 percent approval; however, due to the
pressing need for other revenue measures, a vacancy was not pursued for this election



cycle in order to ensure the likelihood that much needed revenue for City infrastructure
will be passed by the voters.

This referral only differs from the original referral in its inclusion of undeveloped vacant
lots. Throughout Berkeley, especially in residential neighborhoods, undeveloped lots
that are not properly maintained become overgrown with vegetation, often posing a fire
hazard, attract graffiti and other illegal activities, and harbor pests. The resulting
nuisances spur ongoing City intervention and abatement notices. A fee on undeveloped
lots will help the City recover the costs associated with monitoring and responding to
such lots.

The establishment of a vacancy registration fee in the interim before the next available
general election will establish the following goals:

e Begin the recovery of costs incurred by the City responding to issues associated
with vacancies

e Provide comprehensive data that does not currently exist on vacancies in order
to formulate an effective vacancy tax

e Evaluate the implementation of such a program and any attendant issues in
order to inform the creation of a vacancy tax

e Provide an initial incentive for property owners to ensure a positive and active
use rather than a vacancy

In establishing a vacancy registration fee program, the City should consider minimum
maintenance standards for when or how much of the fee would apply, with the potential
waiving of the fee if the owner agrees to allow a positive interim use, such as an art
exhibit or workspace in the case of vacant commercial storefronts, or a community
garden in the case of undeveloped lots. Consistent with the previous proposal, the City
should also consider appropriate waivers in cases of hardship or extenuating
circumstances.

CONTACT PERSON:
Jesse Arreguin, Councilmember, District 4 981-7140

ATTACHMENTS:
1. Council Item: Vacancy Registration Fee. Sept. 20, 2011.

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7140 e TDD: (510) 981-6903 e Fax: (510) 981-7144
E-Mail: jarreguin@CityofBerkeley.info



Attachment 1

[ CITY °F

-

o)
-
5
m
—

m

Jesse Arreguin
Councilmember, District 4

ACTION CALENDAR
September 20, 2011

To: Honorable Mayor and Members of the City Council
From: Councilmember Jesse Arreguin

Subject: Referral to City Manager: Vacancy Registration Fee
RECOMMENDATION:

Refer to the City Manager the attached proposal for a Vacancy Registration Fee for
review and the development of a policy to address the issue of vacant ground floor
commercial spaces throughout Berkeley.

BACKGROUND:

On December 7, 2010, the Berkeley City Council adopted the “Encouraging Economic
Development and Increasing City Revenue from Business Activity” proposal from
Councilmembers Capitelli, Wengraf and Moore.

Part of the item referred to the Planning Commission the following issue:
“Investigate providing incentives to property owners to encourage leasing and establish
disincentives to motivate property owners not to leave their properties vacant.”

Vacant storefronts can be found in almost every commercial district in Berkeley. While
part of this problem is due to the current recession, it is also often due to the square foot
rents that are charged for vacant commercial space, which can be financially prohibitive
for some small businesses. As a result, commercial spaces remain vacant, creating a
significant financial and economic impact on our community.

The social impact of vacant storefronts is significant. It not only degrades the character
of our community, but creates visual blight and affects the desirability of new
businesses locating in an area, which in turn affects city tax revenues.

The economic impact of vacant storefronts is also important and is unaddressed. While
some property owners cannot find a tenant to fill a vacant space, and should not be
unfairly penalized, there are property owners who have charged higher rents for vacant
commercial space and have not lowered rents as a way to find suitable tenants. As a
result the property remains vacant. Additionally, there have been issues with the
maintenance of some vacant storefronts and vacant storefronts sometimes attract
undesirable activity. This has resulted in the investment of city resources (Police, Public
Works, Neighborhood Services, Health) to address such problems. The city is not

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7140 e TDD: (510) 981-6903 e Fax: (510) 981-7144
E-Mail: jarreguin@CityofBerkeley.info



compensated for the cost of providing such services which impacts our city budget and
our ability to response to other problems in our community.

There clearly is a social and financial impact from vacant storefronts, which must be
addressed. The attached proposal for a Vacancy Registration Fee was developed after
reviewing a number of policies adopted by other cities to address vacant property,
including vacant ground floor commercial space.

The proposal recommends a vacancy registration fee for commercial properties which-is
would go into effect within 6 months after a vacancy occurs and would implement an
escalating fee schedule : a $180 registration fee and an escalating fee of $300 for every
six months the property remains vacant. The proposal also suggests establishing the
requirement that the space meets minimum maintenance/street presence standards,
which if not meet the owner would be subject to additional fees.

Many other cities, including cities in California, have adopted vacancy registration fees
to deal with the issue of vacant commercial and residential property. See attached chart
describing vacancy registration fee policies in other cities. The District of Columbia
vacancy registration tax and fee schedule (based on Wilmington, Delaware’s) seems
most relevant to Berkeley. Current Washington DC has a registration tax of $250.00
annually, and for Class 2 properties (which are mainly comprised of vacant storefronts),
they have a tax of $1.65 per 100 dollars of assessed value.

In addition, many cities in California charge a vacancy registration fee ranging from $75
to $ 603 (though most seem to be in the range of $150). Many however, seem geared
to addressing the problem of vacant residential properties in foreclosure and the fee is
meant to raise money for maintenance in order to ensure that the properties do not
become blighted.

The policy in San Jose is geared towards all vacancy buildings in general, and involved
an escalating fee schedule.

This item does not recommend that the City Council adopt the proposal or that the City
Manager specifically recommend this proposal, it is simply referring a suggested
framework to the City Manager for consideration in responding to the December 7, 2010
City Council referral.

FINANCIAL IMPLICATIONS:
Unknown. Some staff time will be involved in reviewing, researching and developing a
proposal for City Council consideration.

CONTACT PERSONS:
Jesse Arreguin, Councilmember, District 4 981-7140

Attachments:
1. Proposal for Vacancy Registration Fee
2. Chart summarizing vacancy registration fee policies in other cities



Proposal for Vacancy Regqistration Fee for Berkeley

Background:

Based on research of policies adopted in other cities and square foot rents and
economic conditions in Berkeley that have resulted in vacancies, an ideal policy would
involve a progressive registration fee schedule with a grace period to allow sufficient
time for a property owner to seek a renter/buyer, with a fee high enough to incentivize
landlords to lower rents or actively find a renter/buyer, to create an disincentive for
leaving commercial space vacant for long periods of time and minimize the impacts on
the community. The fee policy should include clear criteria for the maintenance of
vacant storefronts with financial disincentives to discourage blight. There should be
limited deferrals/exemptions to address situations where a building is being renovated
or to address economic hardship. The fee should not only be a disincentive to holding
ground floor commercial space vacant but also to help recover some of the costs
associated with city response to problems with vacant properties.

Goals:

e To discourage vacancies of ground floor commercial space and to
encourage property owners to maintain vacant property to prevent blight.

e When would the fee go into effect? One option includes requiring the property to
be registered and if there is active pursuit of a tenant/buyer, the fee would not go
into effect, however if after 6 months the property is not occupied, the fee would
go into effect. Alternatively, the fee could go into effect within 6 months (or
another threshold) after a vacancy occurs.

e Introduce progressive fee schedule. Longer the duration of vacancy the higher
the fee.

e Set fee at a rate high enough, to incentivize landlords to lower their rents but not
too high so as to discourage prospective landlords to buy property in Berkeley, or
to create a reputation of Berkeley being “unfair to businesses”.

e Determine exceptions and design a clear policy that would ensure that
exemptions are being granted to circumstances that legitimately meet the criteria
and are not a loophole around the policy.

e Include a minimum set of standards for maintenance for vacant space, so as to
minimize blight. If standards are not met, additional fees would be imposed.

e Determine the consequences of failure to comply with the registration fee
requirements. One option could include placing a lien on the property.

e Create a system that would be clear and as efficient as possible. Minimize staff
time and costs associated with implementing system.

Legal Issues:
e Legally it is difficult to adopt a “registration tax” without going through a

Proposition 218 process or going to the voters.



e A fee is most easily justified and able to be adopted if it is an impact fee, used to
cover costs of maintenance and security around vacant store fronts.

e |tis also more easily justified if it is a lump sum that escalates depending on the
amount of time the space is vacant, rather than varying depending on square
footage. It would provide more clarity and predictability for the owner and would
make the policy easier to implement. Additionally, the impacts are similar
regardless of the size of the property.

Brief discussion of past relevant policies that motivate current proposal:

The District of Columbia vacancy registration tax and fee schedule (based on
Wilmington, Delaware’s) seems most relevant to Berkeley. Current Washington DC has
a registration tax of $250.00 annually, and for Class 2 properties (which are mainly
comprised of vacant storefronts), they have a tax of $1.65 per 100 dollars of assessed
value.

In addition, many cities in California charge a vacancy registration fee ranging from $75
to $ 603 (though most seem to be in the range of $150). Many however, seem geared
to addressing the problem of vacant residential properties in foreclosure and the fee is
meant to raise money for maintenance in order to ensure that the properties do not
become blighted.

The policy in San Jose is geared towards all vacancy buildings in general, and involved
an escalating fee schedule.

Suggested Proposal:

Establish a vacancy registration fee for commercial properties, which would apply to
vacant ground floor commercial space. Adopt an escalating fee schedule: $ 180
registration fee and an escalating fee of $300 for every six months the property remains

vacant.

When would the fee go into effect?

One option would require the property owner to register with the city and pay a fee as
soon as the commercial space becomes vacant. The fee could be refunded if it is rented
within 6 months of vacancy. If the space if vacant for 6 months or more, the fee would
go into effect at the beginning of the 6™ month of vacancy and would escalate
depending on how long the property remains vacant.

Another option is that the fee would go into effect 6 months after a vacancy occurs.
Additionally, during the time the property remains vacant, the property owner is

responsible for meeting the minimum standards for maintenance/street presence for the
vacant space:



Suggested standards include:
1. free of graffiti, clean windows, doors and storefront — perhaps with

“post no bills” standards with the exception of rental information,

2. clean interior space — no “junk” or fixtures visible from the
sidewalk/street,

3. clean and serviceable awnings,

4. signage in good condition,

5. “no boarding up” of windows or doors unless legally required,

6. landscaping up kept and in good condition,

7. parking lots clean of debris, weeds and in good condition and, if

exclusive to the storefront, chained to prevent auto access
8. 24/7 lighting at street and motion lighting as necessary at auxiliary
entrance/exits.

The City could adopt accelerating fines for non-compliance with maintenance/street
presence standards, which would increase over time if the property is unmaintained.

Incentives:

As explained above, if an owner rents a space within 6 months of vacancy, then the fee
would be refunded.

Additionally, the escalating fee schedule and fees for lack of maintenance of property
create incentives for owners to rent and maintain spaces.

Also, the fee could be lowered, if the owner agrees to rent the space temporarily to a
positive public use such as arts performance or gallery space.

Reasoning behind this proposal:
Since the Washington DC fee seems very effective, we propose an analogous fee that
would be a lump sum (rather than per $100 of assessed value as is the case in DC).

A Better Assessment?

e Given legal constraints in adopting taxes, it would be better if the fee were legally
an impact fee that was based on the costs incurred to the City by these vacant
storefronts (and according to the City Manager’s office, vacant lots/storefronts
have remained vacant for long periods and can significantly drain city resources.)
This fee could be also used as a model to address the issue of vacant
commercial and residential lots.



e The City does not currently have this kind of information readily available but can
gather it and attempt to quantify the costs. Some of the parameters suggested
are: the cost of increased security, Police response, Public Works response and
Mental Health services; the amount of time spent in addressing these vacant
properties by Neighborhood Services; the opportunity costs of lost revenue in the
form of building and business permits, in property taxes and in business license
fees.

e |If the costs could be properly quantified, it would be easier to determine a
progressive fee schedule that ultimately would help recoup some of the costs to
the city.

Suggested exemptions:
The property would be exempt from the registration fee requirements entirely or
temporarily if they met the following criteria:
1. The property is under active construction, rehabilitation, renovation or repair and
has valid building permit(s) to make it fit for occupancy.
2. The owner is actively seeking to sell or rent the property and has not found a
tenant/buyer and payment of the fees would be an economic hardship.

The City would need to establish criteria to determine if property meets exemptions.
How do you determine if someone is actively seeking to sell or rent the property? Ads
for vacant space? Number of open houses? Number of prospective tenants who have
expressed interest in property? Also how is economic hardship defined?
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