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REVIEW AND DISCUSS FINDINGS REGARDING A VACANT COMMERCIAL  PROPER7TY  TAX
AND PROVIDE  RECOMMENDATION  TO CITY  COUNCIL

RECOMMENDATION

Staff recommends that the Committee review findings and discuss a Vacant Commercial Property
Tax and consider forwarding a recommendation for staff action to the City Council.

Summary

Unimproved and unmaintained vacant commercial buildings throughout the city contribute  to blight
and provide attractive nuisances for loiterers and unhoused individuals. This in turn contributes  to a
risk to public health and safety, as evidenced by numerous fires that have occurred  in commercial
vacant  structures  every  year  throughout  the city.

As the Stockton Police Department and City Council contemplate changes to the Stockton  Municipal
Code (SMC) to encourage commercial property owners to maintain and keep  their vacant  buildings  in

good repair, a companion to this effort could be the establishment of a Vacant  Property  Tax.

DISCUSSION

Backqround

There is anecdotal evidence that unimproved and unmaintained vacant commercial  buildings
throughout the city contribute to blight and provide attractive nuisances for loiterers and unhoused
individuals. This in turn contributes to a risk to public health and safety, as evidenced  by numerous
fires that have occurred in commercial vacant structures  every  year  throughout  the city.

Many commercial property owners do not live in the City of Stockton,  and appear  to be apathetic  to
the safety  risks and economic  detriment  that  these  neglected  buildings  represent.

As the Stockton Police Department and City Council contemplate changes to the SMC to encourage
commercial property owners to maintain and keep their vacant buildings in good repair, a companion
to this effort for consideration could be a Vacant Property Tax. A vacancy tax is broadly defined as a
tax on empty or vacant properties or units, it can apply to both residential and commercial property.
For the purposes of this report, discussion is limited to a vacant commercial property tax.

A number of u.s. cities have implemented such a tax for varying reasons  with a range  of parameters,
including Washington D.C. (2011 ) and Oakland (2019). The City of Sacramento is also considering
the adoption of a vacant commercial property tax targeting the owners of empty lots and commercial
storefronts and has considered polling voters for their thoughts. The Cities of Los Angeles,  Santa
Cruz and Richmond have also considered vacancy property taxes but have not moved  forward  yet,
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District  of Columbia's  "Fiscal  Year  2011 Budget  Support  Act of 201 0" (Attachment  B) created  two
property  tax rates  for vacant  commercial/residential  properties  (Class  3) and blighted  properties
(Class  4). Class  3, vacant  properties  are taxed  at $5.00 per $100 of assessed  value,  and Class  4
blighted  properties  are taxed  at $IO.OO per $IOO of assessed  value.

City of Oakland's  Vacant  Property  Tax (Measure  W) was adopted  in November  2018 (Attachment  A)
and has adopted  additional  modifications  since  passage.  Measure  W establishes  an annual  property
tax of $3,000  or $6,000,  based  on property  type, the City deems  to be vacant.  A property  is deemed
"vacant"  if it is in use less than fiffy (50) days  in a calendar  year  and does not qualify  for any
exemptions.  Tax revenue  supports  and funds  homelessness  programs  and services,  affordable
housing,  Code  Enforcement,  and clean-up  of blighted  properties  and illegal  dumping.

Present  Situation

The purpose  of this agenda  item is to seek  direction  from the Council  Legislation/  Environmental
Committee  and to determine  if staff  should  commit  resources  to this effort,  since  it could be an

extensive  and arduous  process.

For the City of Stockton,  the intent  of a Vacancy  Property  Tax would  be to encourage  vacant  property
owners  - otherwise  apathetic  to their  building's  condition  or economic  detriment  - to either  sell the
property  to an investor  who wants  to develop  it or develop  it themselves.  There  are pros and cons  to
this initiative,  and a full investigation  into whether  such a tax would  be a beneficial  tool to incentivize
development  in the City is necessary

A Vacant  Property  Tax  would  need to be brought  before  Stockton  voters.  The item cannot  go to a
special  election.  The initiative  must  be placed  on the ballot  during  a regularly  scheduled  general
election,  which  will next be held in November  2026.  As a special  tax, the measure  would  need  to
pass by a two-thirds  vote of the City's  registered  voters.  As of the last report  by the County  Registrar
of Voters  to the Secretary  of State,  a two-thirds  majority  would  require  90,285  votes  in the affirmative.

FINANCIAL  SUMMARY

In 2024,  the current  cost  estimate  for placing  a measure  on the general  election  ballot  ranges  from

$50,000  - $80,000.  There  will be additional  associated  costs,  such as staff  time incurred,  the use of

consultants  to conduct  a feasibility  study,  and informational  mailings  distributed  to voters.  The cost  of

the ballot  measure  is expected  to increase  by the 2026  election  year.

Attachment  A - City of Oakland  - Measure  W Vacant  Property  Tax Ordinance
Attachment  B - Washington  D.C. - Vacant  Property  Disincentivization  Act of 2010
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INTRODUCED  BY COUNCILMEMBER

FILED
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CITI  ATTORNEY'S OFFICE
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OAKLAND  CITY  COUNCIL

ORDINANCE  AMENDING  OAKLAND  MUNICIPAL  CODE  TITLE  4,

CHAPTER  4.56 TO CLARIFY  AND  FURTHER  DEFINE  VARIOUS
SECTIONS  OF THE OAKLAND  VACANT  PROPERTY  TAX AND

ESTABLISH  A METHOD  FOR  IDENTIFYING  VACANT  PROPERTY

WHEREAS,  on July  24, 2018,  the City  of  Oaklarrd  adopted  Resolution  87319

C.M.S  'calling  for  voter  cpnsideration  of  a ballot  measure  to adopt  a special  parcel  tax  on
vacant  properties  ("Measure  W');  and

WHEREAS, on November 6, 2018, Oakland voter@ approved Measure W by
greater  than  a 2/3rds  margin;  and

WHEREAS,  Measure  W established  an annual  tax  on vacant  property  at a

maximum  rate of  $6,000  for  certain properties and $3,000  fpr  other properties  to support
and  fund  homelessness  programs  and services,  affordable  housing,  code  enforcement,

and  clean-up  of blighted  properties  and illegal  dumping  (the  "Vacant  Property  Tax");  and

WHEREAS,  pursuant  to Measure  W, a property  will  generally  be considered

"vacant"  if it is in use less  than  fifty  (50)  days  during  a calendar  year;  and

WHEREAS,  Measure  W defines  "use"  as "the  performance  of  a function  or

operation";  and

WHEREAS,  Measure  W defines  ten (10)  categories  of  tax  exemptions,  including

exemptions  for  financial  and  non-financial  hardships,  exceptional circumstances,  and

properties  in active  development  or construction;

WHEREAS,  Measure  W  calls  for  the  City  Council  to establish,  by ordinance,  a

method  of determining  and identifying  the  use  and  vacancy  status  of  each  parcel  of real

property  in the City;

WHEREAS,  Measure  W  allows  the  City  Council  to provide  supplemental

definitions  for  the  categories  of  exemptions;
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WHEREAS,  establishment  of a method  for  determining  and identifying  the use

and  vacancy  status  of'real  property  and further  supplemental  definitions  to the

categories  of  exemptions  is critical  to the  administration  of  the  Vacant  Property  Tax;  and

NOW,  THEREFORE,  THE CITY  COUNCIL  OF THE CITY  OF OAKLAND  DOES
ORDAIN  AS  FOLLOWS:

SECTION  1. Title  4, Chapter  4.56  of the Oakland  Municipal  Code  containing  the
operative  sections  of the Vacant  Property  Tax  is amended  to add, delete  or modify  sections
as set  forth below  (section  numbers  and titles  are indicated  in bold type; additions  are
indicated  by underscoring  and deletions  are indicated  by strike-through  type.)  Portions  of
regulations  not'cited  or not shown  in underscoring  or strike-through  are not changed.

SECTION  2. Code  Amendments.  '

Title  4, Chapter  4.56  is amended  as follows:

4.56.010  -  Definitions.

"City"  means  the City  of Oakland.

"Commission"  means  the Commission  on Homelessness  authorized  by this Chapter.

"Calendar  Year"  refers  to the 12-month  period  from  January  1 throuqh  December  31
pursuant  to which  the City  will determine  whether  any parcel,  property,  or unit  is
subj'ect  to the TaX.

"County"  means  Alameda  County.

"Ground Floor  Commercial  Space"  me:ans the qround  floor  space  of anv parcel  of land
where  qround  floor  commercial  activities  are allowed  by the applicable  zoning  (with  or
without  a use permit)  or are a leqal  nonconforminq  use.

"Heavily  Impacted  Neighborhood's"  means  the  geographic  area  defined  by the
boundaries  of 2010  Census  Tracts  4007,  4008,  4009,  4010,  4014,  4015,  4016,  4017,
4018,  4022,  4024,  4025,  4026,  4027,  4030,  4033,  4057,  4053.02,  4054.01  ,4054.02,
4055,  4056,  4058,  4059.01  , 4059.02,  4060,  4061  , 4062.Oi,  4062.02,  4063,  4064,
4065,  4071,01  , 4071 .02,  .4072,  4073,  407  4, 4075,  4078,  4077,  4085,  4086,  4087,
4088,  4089,  4090,  4091,  4092,  4093,  4094,  4095,  4096,  4097,  4'l02,  4103,  4104,  and
4105.  See Map (Attachment  A) below.

"Mixed-Lose  Parcel"  means  a parcel  that  is improved  with  both:

i) At least  one (1 ) residential  unit;  and

ii) Uses  other  than  a residential  unit.

"Multifamily  Residential  Parcel"  means  all parcels  that  are improved  with more  than
one (1) residential  unit.
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"Net  General  Purpose  Fund Budget  for Non-Safety  Departments"  means  the total
general  purpose  fund  appropriation  to the operating  budgets  of the non-safety
departments,  excluding  expenditures  that  are offset  by fees  or other  non-tax  revenues.

"Nonresidential  Parcel"  means  all parcels  that  are improved  with uses  other  than
residential  units.

"Non-Safety  Departments"  means  all operating  departments  of the City, except  police
and fire.

"Owner"  means  the  owner  or owners  of  the real property  located  within  the City  of
Oakland  as of  the first  day  of  January  followinq  the  calendar  year  pursuant  to which  a
property  is deemed  to be vacant  or not vacant.  For  the purposes  of applying  any
exemptions  defined  in Section  4.56.090,  the Owner  shall  not  be exempt  from  the  Tax
unless  each  person  or entity  that  owns  a portion  of  the real property  can separately
demonstrate  that  they  are entitled  to an exemption.

"Parcel"  shall  mean  a unit  of real  property  in the City  of Oakland  as shown  on the  most
current  official  assessment  role of the Alameda  County  Assessor.

"Residential  Parcel"  means  all parcels  that  are improved  with  one (1) or more
residential  units.

"Residential  Unit"  means  a building  or structure,  or portion  thereof,  designed  for  or
occupied  exclusively  by one (1 ) household,  including  unrelated  persons  who  live
together  and maintain  a common  household.

"Single-Family  Residential  Parcel"  means  all parcels  which  are improved  with  only  one
(1 ) residential  unit.

"Tax"  or "Oakland  Vacant  Property  Tax"  means  the special  tax authorized  by this
Chapter.

"Undeveloped  Parcel"  means  all parcels,  regardless  of  zoning  or other  land use
designation,  upon  which  no permanent  improvements  have  been  constructed  or
placed.

"Use"  means  the performance  of  a function  or operation.
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4.56.080  -  "In  Use"  Determinations.

For  the purpose  of makinq  a determination  of  vacancy  pursuant  to Section  4.56.020,
the  followinq  functions  or operations  are considered  "use":

A. Physical  occupancy  of a Residential  Parcel,  condominium,  duplex,  or townhouse
unit by a lawful  inhabitant.

B. Carryinq  on of any civic,  commercial,  industrial,  agricultural,  or extractive
activity,  as those  terms  are defined  by the Planning  Code,  and includinq  any
religious  or community  qatherinqs,  on or in a Nonresidential  Parcel,  Undeveloped
Parcel,  or Ground  Floor  Commercial  Space,  except  that:

Any  Nonresidential  Parcel,  Undeveloped  Parcel,  or Ground  Floor
Commercial  Space  used  for  warehou'sinq,  storaqe,  or distribution
activities,  as those  terms  are used in OMC  section  17.10.583,  will not be
considered  in use unless  at least  40%  of the parcel  or unit's  floorspace
available  for warehousinq,  storaqe,  or distribution  is occupied;

Any  Ground  Floor  Commercial  Space  will not be considered  in use unless
either  leased  out  to a bona  fide  tenant  intendinq  to use the space  for  a
leqal  activity,  or actually  occupied,  by an Owner  or some  other  party,  for
some  substantially  similar  purpose.

Maintenance  of an undeveloped  Parcel  that  is contiguous  or within  500 feet  of an
occupied  Residential  Parcel  owned  by the same  Owner.

D. Ingress  and eqress  of persons  or vehicles  across  substantially  all of the parcel.

Other  functions  or operations  as the City  Administrator  may  deem  appropriate

4.56.090  -  Exemptions.

For  the purpose  of determining  whether  an Owner  is entitled  to claim  an exception

pursuant  to Section  4.56.030(J>(1)  the following  rules  and clarifications  apply:

A. "Very  Low Incorr)e"  - - 4.56.030(J)(1  )(a)

The  "very  low income"  exemption  applies  if the Owner's  combined  family  income
for  the relevant  Calendar  Year  is equal  to or less  than  the United  States

Department  of Housing  and Urban  Development  "Very  Low Income  Limit"  for the
Oakland-Fremont,  CA HLID Metro  FMR  Area.
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-E3. "Financial  Hardship"  - - 4.56.030(J')(1  )(b)

The followinq  circumstances  constitute  a "financial  hardship  due to specific
factual  circumstances":

1. The Owner,  for any period of time during  the relevant  Calendar  Year, was
a natural  person  and a debtor-party  in an individual  bankruptcy  action.

The Owner,  for any period  of time durinq  the relevant  Calendar  Year,
experienced  a significant  medical  event  that kept the Owner  from

enqaqinq  in their  normal  work  or business  activities  for at least  thirty  (30)

The Owner,  on or after  December  2 of the year  precedinq  the relevant
Calendar  Year, was involuntarily  terminated  from employment  and was
unemployed  for at least sixty (60) days durinq  the relevant  Calendar  Year.

c.  "DemonstrableHardshipUnrelatedtoPersonalFinances"--4.56.030(J)(1)(c)

The followinq  circumstances  constitute  a "demonstrable  hardship":

i. The subject  property  was, for at least  one-hundred  and eiqhty  (180') days
durinq the relevant  Calendar  Year, subject  to a lis pendens,  or similar
court  order, qivinq notice  of a conflict  reqardinq  title or ownership
interests,  pursuant  to any pendinq  lawsuit,  bankruptcy  proceeding,

probate  action,  condemnation  action or other  action or proceeding  filed
with any court.

The Owner,  for at least sixty  (60) days  durinq  the relevant  Calendar  Year,
was servinq  in the military  and deployed  overseas.

3. The then Owner  died at some  time durinq  the relevant  Calendar  Year.

4. The Owner  inherited  the subiect  property  durinq  the relevant  Calendar
Year  or in the immediately  preceding  calendar  year.

D. "ExceptionalSpecificCircumstances"--4.58.030(J)(1)(d)

An exceptional  specific  circumstance  includes  any circumstance  that, in the
judqment  of the City Administrator,  prevents  any use or development  of the
property.  The City Administrator  may request  and consider  any relevant  evidence
to determine  whether  an exceptional  specific  circumstance  exists.  The City
Administrator  shall  consider  any evidence  that  the property  was damaqed  by a
recent  natural  disaster,  that  the property  adjoins  a residential  parcel  and is used

as a yard, or that a licensed  engineer,  or similar  professional,  has endorsed  a
written  opinion  concludinq  that  physical  conditions  of the property  prevent  any
development.  If the City Administrator  determines  that an exceptional  specific
circumstance  exists,  the City Administrator  may qrant  an exemption  for up to five

(5) calendar  years. But such exemption  shall not be effective  unless and until the
Owner  of the subject  property  records  a notice  aqainst  the subject  property,
approved  by the City Attorney,  summarizinq  the basis  for the exemption
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Exemptions  qranted  pursuant  to this section  may  be renewed  by the City
Administrator,  for up to five (5) years,  if the City  Administrator  determines  that  the
conditions  prohibitinq  development  of the parcel  persist  and that  the person(s)
who  owned  the parcel  durinq  the term  of the previously  qranted  exemption  made
all reasonable  attempts  to put the property  into use.

"Active  Construction  - - 4.56.030(J)(1  )(e)

The  "active  construction"  exemption  applies  if the Owner  held, for  at least  fifty
(50) days  durinq  the relevant  Calendar  Year,  a valid and active  buildinq  permit  for
the subiect  parcel.

"Buildinq  Permit  Application"  - - 4.56.030(J)(1)(f)

The "buildinq  permit  application"  exemption  applies  if durinq  or previous  to the
relevant  Calendar  Year,  the Owner  submitted  a building  permit  application  to the
City  and the total  number  of  days  durinq  which  the application  was  pendinq  plus
any number  of days  after  the application  was  approved  but before  the end of the
relevant  Calendar  Year  was  at least  fiffy  (50) days.

"Low  Income  Seniors"  - - 4.56.030(J)(1  )(g)

The "low  income  seniors"  exemption  applies  if the Owner  is at least  sixty-five  (65)
years  of  aqe or older  and their  combined  family  income  for  the relevant  Calendar
Year  is equal  to or less than  the United  States  Department  of  Housinq  and Urban
Development  "Low  Income  Limit"  for  the Oakland-Fremont,  CA HUD Metro  FMR
Area.

H. "Disabled'0wner"--4.56.030(J)(1)(h)

The "disabled  owner"  exemption  applies  if the Owner,  for any period  in the
relevant  Calendar  Year  received  supplemental  security  income  f6r  disability  or
social  security  disability  insurance  benefits  and the Owner's  income  for  the
relevant  Calendar  Year  did not exceed  two hundred  fifty percent  (250%)  of the
2012  federal  poverty  guidelines  issued  by the United  States  Department  of
Health  and Human  Services.

"Non-profit  orqanization"  - - 4.56.030(J)(1)(i)

The  "non-profit  orqanization"  exemption  applies  if the  Owner  was,  for  at least  one
hundred  and eiqhty  (180)  days  durinq  the relevant  Calendar  Year,  a lawfully
functioninq  organization  pursuant  to Internal  Revenue  Code  section  501 (c)(3).
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"Substantially  Complete Application for Planninq Approvals" - - 4.56.030(J)m(ji

The  "substantially  complete  application  for planninq  approvals"  exemption
applieg  if the Owner  held a notice  from  the City  statinq  that  an application  for
planninq  approvals  with respect  to the subject  property  was  complete  and such
application  remained  pendinq  for at least  fifty (50) days  durinq  the relevant
Calendar  Year.  After  an application  for  planninq  approvals  is approved  for a
subject  parcel,  the Owner  may  apply  for an administrative  two-year  exemption,
exemptinq  the subject  property  from beinq deemed  vacant  for  the  calendar  year
durinq  which  the application  for planninq  approvals  was  approved  and for  the
following  calendar  year.

4.56.100  -  Method  for  Identifyinq  Vacancy  Status.

Initial  Determination.

The City  Administrator  may  develop  administrative  methods  appropriate  to

identify,  based  on obiective,  available  data, properties  that  are most  likely  to be
vacant,  and' not exempt  fr5m  tax, pursuant  to Section  4.56.020.  The  City
Administrator  may  send  initial  determination  notices  for the properties  that  the
City  Administrator  determines  are most  likely  to be vacant.

Petition  of Vacancy.

Upon receivinq  an initial  determination  notice  pursuant  to Section  4.56.100(A),  an
ow4ela  may,  within  twenty  '(20) days  of service  of the notice,  file a petition  of -
vacancy.  The  petition  of  vacancy  must  be submitted  in a form  and manner
determined  by the City'Administrator  and include  appropriate  evidence
demonstratinq  that  the property  was  not vacant  pursuant  to Section  4.56.020  or
was  entitled  to an exemption.  Such  evidence  may  include  sworn  statements,
pictures,  utility  records,  and any records  necessary  to demonstrate  entitlement  to
an exemption.

Decision  on Vacancy.

LJpon receiving  a petition  of vacancy  pursuant  to Section  4.56.100(B),  the City
Administrator  may  request  further  evidence  or clarification  and shall  issue  a
decision.

No Waiver.

Nothing  in the section  may  be interpreted  as waiving  an Owner's  obliqation  to
pay the tax if they  do not receive  a notice  pursuant  to this Section.
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4,56.110  -  Appeal  Process.

Request  for  Hearinq.

Followinq  the issuance  of a decision  on vacancy  pursuant  to Section  4.56.100,
an Owner  may,  within  twenty  (20) days  of service  of such decision  on vacancy,
file a petition  and request  an appeal  hearinq  before  a hearinq  officer.  Llpon such
request,  the City  Administrator  shall  appoint  an independent  hearinq  officer.  '

Pre-Hearinq  Procedure.

Prior  to the hearinq,  the hearinq  officer  may  receive  supplemental  materials  and
evidence  from  the petitioner  and the City.  As soon  as practical,  the hearinq
officer  shall  set  a deadline  to receive  any supplemental  materials  and evidence
and shall  set  a hearinq  date.

Hearing  Procedure:

Formal  rules  of  evidence  shall  not apply  to the conduct  of the hearinq.  The
hearinq  officer  shall  have  the authority  and discretion  to permit  examination  of
witnesses.  Any  party  to a hearinq  may be assisted  by a representative,  includinq
an attorney.

Decision  Followinq  Hearing.

As soon  as practical  following  the hearing,  the hearinq  officer  shall  issue  a written
decision  reqardinq  the vacancy  status  of the subject  property.  In the discretion  of
the hearinq  officer,  the decision  may, but is not required  to, include  findinqs  of
fact.  The  hearinq  officer's  decision  shall  be considered  final  on the day it is
executed  by the hearinq  officer.

Further  Action.

Afier  the hearinq  officer  issues  a final  decision,  any party  may  seek  further
appropriate  relief  from  the superior  court.  Any  person  whose  complaint,  claim,  or
petition  may  be resolved  by employing  the administrative  remedies  provided  in
Secti6ns  4.56.100  or4.56.1  10 must  exhaust  those  remedies  before  filinq  any  suit
for refund,  rebate,  exemption,  cancellation,  amendment,  adjustment,  or other
modification  of the Tax.

2850545Vl

ATTACHMENT A



ATTACHMENT  A

4,56.120  -  Administrative  Requlations  & Deleqation

The City  Administrator  is authorized  to adopt  rules  and requlations  consistent  with this
Chapter  as needed  to implement  this Chapter,  subject  to the review  and approval  of
the Office  of  the City  Attorney,  and to develop  all related  forms  and/or  other  materials
and take  other  steps  as needed  to implement  this Chapter,  and make  such
interpretations  of  this Chapter  as they  may  consider  necessary  to achieve  the
purposes  of  this Chapter.

The City Administrator  may deleqate  any authority  within  their  discretion  pursuant  to
this Chapter  4.56  as they  deem  reasonably  necessary

SECTION  3.  Severability.  If any  section,  subsection,  sentence,  clause  or

phrase  of  this  Ordinance  is for  any  reason  held  to be invalid  or unconstitutional  by

decision  of  any  court  of  competent  jurisdiction,  such  decision  shall  not  affect  the  validity

of  the  remaining  portions  of  the  Chapter.  The  City  Council  hereby  declares  that  it would

have  passed  this  Ordinance  and each  section,  subsection,  clause  or phrase  thereof

irrespective  of  the  fact  that  one  or more  other  sections,  subsections,  clauses  or phrases

may  be declared  invalid  or unconstitutional

SECTION  4.  Effective  Date.  This  ordinance  shall  become  effe,ctive

immediately  on final adoption  if it receives  six  or more  affirmative  votes;  otherwise  it

shall  become  effective  upon  the  seventh  day  after  final  adoption.

lnCouncil,Oakland,California, ' HOV 1 9m!!1
PASSED BY THE FOLLOWING VOTE: .'

AYES - FORTUNATO BAS, (',At I n, [17

NOES-Z, ucgibug-t Ifgt!
ABSENT /

ABSTENT10N7

Introduction  Date

Attest:
LaT

CityClerk oftheCouncil
oTtheCity Oakland,California

NOV 0 5 2D19
Date of Attestation:

V4emE4r,?/,,sc7
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ATTACHMENT  A

NOTICE  AND  DIGEST

ORDINANCE AMENDlf!G  (')/IKI  AND MUNICIPAL  CODE TITLE 4,
CHAPTER  4.56 TO CLARIFY  AND  FURTHER  DEFINE VARIOUS
SECTIONS  OF THE  OAKLAND  VACANT  PROPERTY  TAX  AND
EST  ABLISH  A METHOD  FOR IDENTIFYING  VACANT  PROPERTY

This ordinance  amends portions of the City of Oakland's  Vacant Property  Tax, Oakland
Municipal  Code, Chapter  4.56. The Vacant  Property  Tax ordinance, originally  approved

by Oakland voters as Measure W in November  2018, imposes a special parcel tax on

parcels  deemed "vacant"  in a calendar  year, each year for twenty (20) years following the
initial imposition of the tax. Parcels are deemed vacant if they, or in some situations
permanent  improvements  built upon them, are not "in use" for at least fiffy (50) days  during

the calendar  year, and are not subject  to any of ten (10) listed exemptions.  This ordinance

further  defines the functions and operations  of a parcel or permanent  improvement  that
constitute  "use" for purposes of the Vacant Property Tax, and further  defines the various

exemptions.  The ordinance also describes an administrative  process for the City to

determine  whether a parcel is vacant in any given calendar year, and establishes a
process  for parcel owners to appeal the City's determination.

2850545vl
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Subtitle  (II)(D)  -  Vacant  Property  Disincentivization  Act  of  2010

Background

The proposed  subtitle  would  create a vacant  property  tax at a rate of  $5 per $100 of  assessed

property  value,55 and increase  the vacant  property  initial  registration  fee"6 from  $20 to $250 and
the renewal  fees from  between  $10 and $60 for  any subsequent  years57 to $250. Specifically,  the

proposed  legislation  would  define  blighted  properties  by clarifying  that vacant buildings  are

those for which  no resident  can show an intent to retuni  and occupy,58 and establish  four

property  tax classes by creating  a Class 3 vacant  property  tax rate at $5 per $100 of  assessed

value,  and a Class 4 blighted  property  tax rate at $10 per $100 of  assessed value.59 It would  also

provide  exemptions  from  the registration  fee and Class 3 tax for  properties  actively  listed  for  sale

and rent, under  active conskuction,  subject  to probate  proceedings  or pending  predevelopment- tiO -
administrative  review,  as well  for owners facing  undue economic  hardship.  All  exemptions

would  be limited  to one year, except for the rental exemption  that is limited  to 90 days.
Additionally,  the proposed  legislation  would  require  the Mayor,  semiannually,  to transmit  a list

of  vacant  and blighted  properties  to the Office  of  Tax and Revenue  for the purposes  of  property

tax billing,  61 provide  notice  and appeal rights,62 and would  remove  criminal  sanctions  in the case

of  failure  to register  and pay  all fees.63

Financial  Plan  Impact

The proposed legislation  is expected to generate $3,451,778  revenues  in FY 2011 and

approximately  $13.5 million  over  the FY  2011 through  FY  2014  budget  and financial  plan  from
the registration  and renewal  fees and new Class 3 taxes. It is estimated  that the new  Class 3 tax

proposal  would  require  an additional  FTE at the Office  of  Tax  and Revenue  (OTR)  to handle  the
revenue  collection.

55 By  amending  Subsection  (b-10)  of  the  D.C.  Official  Code  § 47-812

56 By  amending  the D.C.  Official  Code  § 42-3131.09.  It would  provide  an exception  to registration  if  the vacant

building  is owned  by the government  of  the United  States or its inshumentalities  or by a foreign  govemment  or its
instentalities.

57 The  current  renewal  fees are:

(l)  One-half  of  the initial  applicable  registration  fee, if  paid  within  30 days  after  the renewal  date;

(2)  Equal  to the applicable  initial  registration  fee, if  paid  after  30-day  period  but  before  the  receipt  of  notice;

(3)  Three  times  the applicable  initial  registration  fee, if  paid  after  receipt  of  the  notice.

5a By  amending  D.C.  Official  Code ' 42-3131.05.

59 By  amending  sections  47-812  and  47-813  of  the District  of  Columbia  Official  Code

6o By  amending  D.C.  Official  Code ' 42-3131.06,  and repealing  Paragraphs  (3A)  and (6)  of  subsection  (b).

6' By  adding  a new  section  16a  to D.C.  Official  Code ' 42-3131

62 By  amending  D.C.  Official  Code ' 42-3131.11  and ' 42-3131.15(a)

63 By  removing  the expression  "imprisonment  for  not more  than 90 days, or both"  from  D.C.  Official  Code  '
42-3131.10
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Additionally,  the proposed  registration  fee structure,  if  implemented  by August  2010,  could
fi4  -

generate  $94,000  in FY  2010.  The  registration  and  renewal  fees  would  be deposited  into  the

Nuisance  Abatement  Fund,  a special-revenue  fund.  The impact  of  the proposed  subtitle  is

incorporated  in  the  revised  FY  2010  budget  and  the  proposed  FY  2011  through  FY  2014  budget

and  financial  plan.

Fiscal  Impact  of  Subtitle  (II)(D)  -  Vacant  Property  Disincentivization  Act  of  2010

FY  2010 FY  2011 FY  2012 FY  2013 FY  2014 Four  Year  Total

Revenues  firom vacant

property  registration  feesa

$94,000 $355,060 $323,906 $304,471 $286,203 $1,269,640

Revenues  from  vacant

property  taxb

N/A $3,182,918 $3,055,601 $3,117,000 $3,248,000 $12,603,519

Additional  cost  of  I FTE

at OTR

N/A $86,200 $86,200 $86,200 $86,200 $344,800

Total  Impact $94,000 $3,451,778 $3,293,307 $3,335,271 $3,448,003 $13,528,359

a There are 2,448 identi)Ted  vacant  properties.  With  the assumption  that  the legislation  would  be enacted in the last

quarter  of  FY 2010 and increased  registration  fees would  be collected  in August  and September  2010, one sixth  of

the existing  vacant  properties  are assumed to register  with  the new fee stnicture  in FY 2010 and the rest in FY
2011; then renew their  registrations  every year. A 2 percent addition  per year is assumed for the out years.

Additionally,  due to the negative  incentives,  an 8 percent  annual  decline  in the nutnber  of  vacant  properties  is

assumed, for a net annual decline  of  6 percent  when combined  with  the assumed 2 percent  annual addition  to
vacant  properties.  A similar  fee stnicture  resulted  in a 22 percent  decline  in the number  of  vacant  properties  in

Wilmington,  DE over 3 years. An allowance  of  40 percent  was made for exemptions  that would  reduce the
revenue  collection  from  graduated  renewal  fees.

b There were 2,400  properties  that were in Class 3 in tax year 2009 and about 100 of  those are on the DCRA  list  of

blighted  properties.  718 properties  are currently  identified  as Class 1 with  an assessed value of  $241.7  million;  88
properties  are currently  identified  as Class 2 with  an assessed value of  $59.0  million.

Subtitle  (II)(E)  -  Electronic  Service  of  Notice  Amendment  Act  of  2010

Rqrkground

The  proposed  subtitle  would  amend  Department  of  Consumer  and  Regulatory  Affairs'  (DCRA)

license  and  permit  application  process  to  require  the  applicants  to provide  a viable  email  address

for the rece\t of service of process,65 and to allow DCRA to send electronic notices of. 66,6  -
infraction,  including  notices  related  to business  licenses  and  construction  permits  and  notices

requiring  correction  of  unlawful  conditions  regarding  abatement  of  nuisance  property.

"  DCRA  would  need 60 to 90 days from the date of  enactment  to complete  the set up and public  outreach  before
collecting  the increased  fees.

65 By amending  D.C. Official  Code § 47-2851.04(a)  and Section 105.3  (Application  for Permit)  of  Chapter  IA  of
Title  12A  (Building  Code Supplement)  of  the District  of  ColumbiaMunicipal  Regulations.

66 By amending  the Department  of  Consumer  and Regulatory  Affairs  Civil  Infractions  Act  of  1985,  D.C. Official
Code § 2-1802.05  (D.C.  Law  6-42;  effective  October  5, 1985).

67 By amending  Section  3(1) of  An  Act  to provide  for  the abatement  of  nuisances  in the District  of  Columbia  by the

Commissioners of said District, and for other purposes, approved April 14, 1906; 34 Stat. 115; D.C. Official Code €7)
42-3131.03(1).
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REVIEW  AND  DISCUSS  FINDINGS  REGARDING  A

VACANT  COMMERCIAL  PROPERTY  TAX  AND

PROVIDE  RECOMMENDATION  TO CITY  COUNCIL

City  Council  Environmental  and  Legislative  Committee

August  28, 2024

Item 3.7
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Purpose

'  Unmaintained  vacant  commercial  buildings

'  contribute  to  blight

'  are  an attractive  nuisance

'  are  a r sk to  public  health

'  Many  commercial  property  owners  are not  Stockton  residents
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How  will  this  benefit  the  City?

'  Encourage  investment

'  Maintenance

'  Development

'  Sale

'  Tax  revenue  could  be used for  blight  removal
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Has  this  been  done  in other  places?

'  Oakland (2019)

'  Washington  D.C. (2011)

'  Considering:

'  Sacramento

'  Los  Angeles

'  Santa  Cruz

'  Richmond
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What  are  the  steps  for  implementation?

'  Ballot  measure  -  2026

'  Special tax -  :z/3rds vote (over gok votes)

'  Cost - s5ok-sgok

'  Additional  costs:

'  Consultant(s)

'  Mailings

'  Total  cost  for  implementation  s6ook
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