
Introduction
to

THE MILLS ACT

Preservation Through Tax Incentives 



What is the Mills Act?

• A tax incentive encouraging preservation

• A preservation tool to revitalize areas

• Administered by the city, assessor helps

• There is no state government oversight



Mills Act History

• 1972 – Senator John Mills 
authored “Mills Act” to solve 
plight of Hotel del Coronado

• 1973 – Ruled unconstitutional

• 1976 – Voters approved constitutional amendment

• 1985 - Mills Act amended to reduce minimum contract 
period, eliminate visibility to public and public access and 
reduce penalty for cancellation

• 1993 – Amended: Restoration & Rehab defined to meet State 
Historic Building Code & Secretary of Interior Standards 



Mills Act Participation
• 100+ Mills Act cities in California

• 3 or 4 cities added every year

• Jurisdiction must be a Certified Local Government

• Report annually to                                                             
Office of Historic                                            
Preservation

• Escondido has been participating since 1992

• Escondido currently has 86 Mills Act properties



Benefits to Property Owner

• Incentive to keep historic property, not develop/sell

• Often only financial incentive available

• Can be packaged with incentives for commercial

• Tax benefit runs with title – a selling point.

• Accepting tax benefit is voluntary.

• Tax benefit is indefinite.



• Helps retain and maintain historic properties

• Fosters preservation of historic neighborhoods

• Can help revitalize downtown commercial districts

• Can preserve historic fabric of community, boost 
cultural tourism and increase civic pride

Benefits to Local Government



• Program is flexible

• Most of the property tax loss 
is not from the City

• Nonetheless, City is in control

More Benefits

• City controls number of contracts

• City controls which properties are approved

• City can terminate contracts if desired/needed 



• City enters into contract 
with property owner

• In exchange for tax relief, 
owner agrees to restore or 
maintain historic property in 
accordance with federal, 
state and local standards

• Owner agrees to periodic 
visits by City representatives

How Does the Mills Act Work?



Mills Act Requirements
• Properties must be on a Local, State, or 
National Register of Historic Places

• Properties must be privately owned            
and subject to property tax state

• Contract for minimum 10 years

• Contracts extend one year annually        
unless either party chooses not to renew



Mills Act Requirements

• City controls application process

• City does annual inspections

• Contract specifies an approved 
improvement list

• Property restoration & maintenance 
must be architecturally compatible

• Federal and local standards apply



How Do I Apply for the Mills Act?



How Do I Apply for the Mills Act?
Visit the 
Planning page 
on the City’s 
website at 
escondido.org
and look for 
the Mills Act 
Application

escondido.org



Mills Act application

Local Register application

Improvement 
List

List 10 to 12 preservation 
items being done or 

contemplated.



• State DPR form is a 
required 3-page form

• History of property, 
photo(s) and location 
map info are to be 
included

• City staff, Pioneer 
Room, Assessor’s Office 
Escondido History 
Center and the City’s 
Historic Survey books 
can all aid in 
completing this formDept. Parks & Rec. (DPR) Form



Mills Act Process: What to Expect
• Application(s) will be 
reviewed by Planning staff

• Applicant works on contract 
with Planning staff

• Once complete, item will be 
placed on next HPC agenda

• If approved, item will be 
placed on City Council 
agendaStaff Report to HPC



Listing of Jones Property at 807 South Juniper Street on Local 
Register of Historic Places and Approval of a Mills Act Contract

Improvement List:

1.  Repair foundation

2.  Rewire house

3.  Repaint exterior

4.  Reinforce chimney

5. Reroof house 

6.  Relandscape front

7.  Relandscape back

8.  Remove tree on side

9.  Restore windows

10. Replace dry-rotted bathroom subfloor

11. Remove illegal house and garage additions

12. Restore original carriage house door on garage

ITEM 12 (Case 2016-09-HP):



HPC & STAFF RECOMMENDATION:

Approval of

Resolution No. 2016-159

Public Review & Comment:

• Owners submitted necessary Local Register and Mills Act documents.

• Owners agreed to the approved list of improvements.

• Property meets three criteria for Local Register Listing (two needed).

• June 1, 2016: case appeared at HPC Public Hearing.

• HPC unanimously approved adding property to Local Register & 

entering into Mills Act contract.

• Property was publically noticed and no one responded negatively



Finishing Up Your Mills Act
• All contract documents 
must be notarized

• If Council approves it, City 
Attorney reviews contract

• Mayor signs Mills Act 
contract

• Once complete, contract 
must be recorded by County 
Recorder

• All MUST be completed by 
December 31stMills Act Contract

RECORDING 

STAMP



• Tax incentive especially                                              
helpful to recent buyers

• Only incentive available to                                       
historic home owners

• Commercial: can be used with other incentives

• Mills Act contract runs with land - a selling point

• Permissive program City can craft to its needs

• Contracts don’t have to renew if changes needed

• Escondido doesn’t charge fees to process

• Contract’s List of Improvements can be amended

Mills Act Pros



• Longtime owners  (pre-1985) may not benefit

• Law does not address multiple owners

• Surprise increases if assessors don’t keep up on data

• Tax benefits may                                                                
take effect much                                                           
later than expected

• City loses some tax                                                
revenue

Mills Act Quirks



• Mills Act formula is complex

• Assessor determines key parts

• Only assessor can calculate actual savings

• Can result in tax savings of 50 percent or more

• If either party notifies the other of a non-renewal 
the tax benefit reduces by 1/10 annually. (By year 10, 
the property owner is paying the same tax they would have 
before the Mills Act.)

Mills Act Mathematics



Mills Act – Other Provisions
• Assessor recalculates Mills Act  savings annually

• City can cancel a contract                                         
for breech

• Penalty is 12 ½ percent                                              
of assessed value



• Tax incentive especially                                              
helpful to recent buyers

• Only incentive available to                                       
historic home owners

• Commercial: can be used with other incentives

• Mills Act contract runs with land - a selling point

• Escondido doesn’t charge fees to process

• Contract’s List of Improvements can be amended

Mills Act Pros



More Mills Act Pros
• Can help revitalize, 

maintain historic core

• Helps keep up historic 
neighborhoods

• Boosts civic pride

• Helps retain civic history 
and character

• Shown to increase 
property values



Dr. Narwold’s seven year study showed that the 
Mills Act raised property values for the Mills Act 
house AND for those in the immediate vicinity.



Using Narwold Study Data

Mills Act 
House

Similar House 
No Mills Act



Mills Act Neighbors:

within 250’ value up 3.7%

within 500’ value up 1.6%

Mills Act increases property values



Mills Act - Questions?

Please contact the City of Escondido’s 
Planning Division at 760-839-4671. 

We’d just love to assist you!




