
 CITY OF RANCHO CUCAMONGA 
 

HISTORIC PRESERVATION 
 

MILLS ACT PROGRAM 
 
 

 
 
In August 1988, the City Council of the City of Rancho Cucamonga directed staff to find as 
many incentive programs to encourage historic landmark designation as much as possible. 
One of the most effective incentive tools is the use of the Mills Act Agreement.  
 
The Mills Act, under State law, enables the owner of a “qualified historic property,” to enter 
into an agreement (contract) with the City to preserve, rehabilitate, and maintain the 
historic property in return for a reduction in property taxes under the Revenue and 
Taxation Code Section 439. 
 
The contract runs for ten years and is self-renewed annually for an additional year unless a 
notice of non-renewal is filed by the owner or City. The Mills Act requires the County 
Assessor to re-evaluate the property using a capitalization of income method rather than 
the market value (see attached example). The result is a substantial reduction in property 
taxes for the post Proposition 13 qualified historic properties. (Note: Due to Proposition 13, 
new owners of historic properties are most likely to benefit from a Mills Act contract. 
Owners who have owned their property for a long period of time and have low property 
taxes due to Proposition 13 will most likely not benefit due to a higher assessed value 
under a Mills Act Agreement rather than the existing value). Also included with this packet 
is a copy of a Mills Act contract template.  
 
The asset of the Mills Act is:  the money saved from the reduced property tax will be 
available to maintain and restore the historic property, thereby benefiting the owner as well 
as the community. 
 
To be eligible for applying for a Mills Act agreement in the City of Rancho Cucamonga, 
your property must be a City designated local landmark. A concurrent application for local 
landmark designation may be processed. To apply for the Mills Act agreement you must 
have completed the following: 
 

 A Planning Department Supplemental Application for Historic Preservation 
 A Mills Act Agreement Supplemental Form (see attached copy) 

 
Landmark designation, landmark alteration, and Mills Act Agreement applications do not 
require the payment of any fees. Contracts will be reviewed by the Historic Preservation 
Commission and referred to the City Council for final approval. For additional information, 
please contact the City of Rancho Cucamonga Planning Department at (909) 477-2750. 
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MILLS ACT FACT SHEET 
 

 
 

 The Mills Act is based under two California State Codes: California Government Code, 
Article 12, Sections 50280 – 50290 and California Revenue and Taxation Code, Article 1.9, 
Sections 439 – 439.4.  Please refer to these Codes for more specific information about the 
Mills Act.  

 
 The Mills Act contract is an agreement with the City to preserve, rehabilitate, and maintain 

the historic property in return for a reduction in property taxes under the Revenue and 
Taxation Code Section 439. 

 
 The contract runs for ten years and is self-renewed annually for an additional year until and 

unless a notice of non-renewal is filed by the owner or City.  If a notice of non-renewal is 
filed by either party, a 10 year roll out period will begin. The conditions of the contract 
remain in effect until the 10 year roll out period ends. (Example: If a notice of non-renewal is 
filed on January 1, 2008, the owner is held by the contract until January 1, 2018).  

 
 If the City determines that the contract has been breached or the owner has failed to protect 

the historic property, a cancellation fee of 12.5% of the current fair market value may be 
imposed.  

 
 The contract remains with the land and is transferred to new owners should the property be 

sold.  
 

 City officials shall have access to periodic examinations of the exterior and/or interior of the 
property to ensure proper maintenance of the property as needed. Exterior work that may 
be seen easily from the street may be inspected without an appointment.  

 
 Upon notice of approval from the City, the owner shall provide written notice of the contract 

to the State Office of Historic Preservation within 6 months of the effective date of the 
contract.   

 
 “Mills Act participants may realize substantial property tax savings of between 40% and 

60% each year for newly improved or purchased older properties because valuations of 
Mills Act properties are determined by the Income Approach to Value rather than by the 
standard Market Approach to Value. The income approach, divided by a capitalization rate, 
determines the assessed value of the property. In general, the income of an owner-
occupied property is based on comparable rents for similar properties in the area, while the 
income amount on a commercial property is based on actual rent received. Because rental 
values vary from area to area, actual property savings vary from county to county. In 
addition, as County Assessors are required to assess all properties annually, Mills Act 
properties may realize slight increases in property taxes each year” (State Office of Historic 
Preservation, 2007).  

 
 The whole property is covered under the Mills Act contract, and is required that the interior 

and exterior of the structure and grounds be maintained. Improvements shall conform to the 
Secretary of Interior’s Rehabilitation Standards (attached to contract).  

 
 Please read the sample contract thoroughly before applying for the Mills Act (see attached). 
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POTENTIAL IMPROVEMENT PROJECTS 
 

 
 
Listed are ideas for the applicant’s ten improvements for their Mills Act Supplemental. 
These improvement projects are for consideration purposes only, and the applicant is not 
obliged by these items. All improvements shall be done with the intention of retaining the 
structure’s historic character.  
 

 
 Balcony – repair, upgrade, repaint, 

install 
 Barn – repair, upgrade, repaint, 

convert 
 Basement – repair, replace, install, 

convert  
 Cabinets – repair, replace, install 

(kitchen, bathroom, etc.) 
 Carpet – replace, install 
 Ceilings – restore 
 Deterioration – remove, repair, 

restore 
 Driveway – replace, repave, 

upgrade 
 Dry rot – remove, repair  
 Doors – repair, replace, upgrade, re-

screen 
 Eaves – repair, repaint 
 Electrical – install, rewire, new 

outlets 
 Exterior trim – repair, repaint 
 Fencing – repair, install, repaint, 

upgrade 
 Fireplace – repair, restore 
 Fixtures – repair, replace in kind, 

restore 
 Flooring – remove & restore, 

refinish, repair, carpet 
 Foundation – repair, install 
 Garage door – repair, replace, 

upgrade, install  
 Insulation – install 
 Irrigation – install, repair 
 Landscape – plant, re-plant, remove 

overgrowth (front, back, side yards) 
 Lighting – install, upgrade 
 Paint – interior, exterior, eaves 

 Patio – repair, replace, rebuild in 
kind, repaint 

 Porch – repair, replace, rebuild in 
kind 

 Porch railings – repair, replace, 
rebuild, repaint 

 Plumbing – repair, upgrade, replace 
 Remodel – bathroom, kitchen, 

pantry 
 Remove existing feature not 

historically accurate 
 Roof – repair, re-roof, repaint, 

replace (house, garage, barn, shed, 
etc.) 

 Seismic retrofit 
 Siding – repair, restore, repaint 
 Skylight – install, replace 
 Stairs – repair, replace, repaint  
 Stairway – repair, replace, repaint 
 Stucco – repair, replace,  
 Tenant Improvements – 

(Commercial)  
 Termites – remove, treat damage 
 Tile – repair, replace 
 Trellis – install, repair, repaint 
 Ventilation – repair, replace (interior, 

exterior)  
 Walkways – install, repair 
 Walls – restore, repaint, wallpaper 
 Water seal 
 Windows – repair, replace with 

conforming, re-screen 
 Window frame – repair, replace with 

conforming 
 Window transoms – repair, restore 

 



City of Rancho Cucamonga 
Historic Preservation Commission 
 
MILLS ACT AGREEMENT SUPPLEMENTAL: 
(To be completed by the Applicant) 
 

 
Please list the improvements which are intended to take place over the next 10 years.  List 
them in order of owner's priority. 
 
 

YEAR IMPROVEMENT 

  

  

  

  

  

  

  

  

  

  

OWNER CERTIFICATION 
 
 
I certify that I am presently the legal owner of the subject property.  Further, I acknowledge 
the supplemental information on this form will be used as an exhibit attached to the Mills 
Act Agreement. 
 
Date: Signature: 



 
 

MILLS ACT TAX ADJUSTMENT GUIDE 
  
 
Valuations of Mills Act properties are determined by the Income Approach to Value rather 
than by the standard Market Approach to Value. The income approach, divided by a 
capitalization rate, determines the assessed value of the property. The following is an 
example showing the possible tax benefit to a historical property owner under a Mills Act 
contract. This is based on a guide only and does not guarantee that individual property 
owners will have the same calculations. Actual savings are calculated by the County 
Assessor and are subject to change annually. Refer to the following example for 
discussion purposes only. 
 

 Owner-occupied Single-Family Residence  Current assessed value:  $225,000 
 
FIRST, determine annual income by taking the estimated monthly income of $1241 minus $250 for 
maintenance, repairs, insurance, water, gardener, etc. = $991 
 
SECOND, determine net operating income. $991 x 12 = $11,892  
 
Third, determine capitalization rate (consists of 4 components) as follows:  

 
1. Determine Federal Home Loan Mortgage Rate. This will vary year to year, but the 

Board of Equalization has set this at 6.75% for the year of 2007. 
 

2. The Historical Property Risk Component of 2% - 4% as prescribed in Section 439.2 of 
the State Revenue and Tax Code. 

 
3. The Property Tax Rate (Post-Prop 13) of 0.01 times the assessment ratio of 100%. 1% 

 
4. Determine the Amortization Component which is the assumed remaining life of the 

house/structure = 50 years. Reciprocal of this is 1/50 = 2% 
 
Add these together to determine the final capitalization rate: 6.75% + 2% + 1% + 2% = 11.75% 
 
FOURTH, the new assessed value is determined by dividing the annual income ($11,892) by the 
capitalization rate (11.75%) to arrive at the new assessed value of $101,208.51. 
 
LASTLY, determine the amount of taxes to be paid by taking 1% of the assessed value of 
$101,208.51. Compare with current property tax rate:  
 

 Current property tax:    1% of original assessed valuation of $225,000 is $2,250 
 Mills Act property tax:   1% of new assessed value of $101,208.51 is $1,012.09 

 
$2,250 - $1012.09 = $1,237.91 in annual property tax savings under the Mills Act contract for this 
specific example.  
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MILLS ACT ADJUSTMENT WORKSHEET

SAMPLE YOURS

Current assessed value is: $225,000.00

STEP 1 - DETERMINE ANNUAL INCOME

Monthly $1,241.00
Minus Maintenance $250.00
Monthly income $991.00

STEP 2 - DETERMINE NET OPERATING  INCOME

Monthly income x 12 $11,892.00

STEP 3 - DETERMINE CAPITALIZATION RATE

Interest rate 6.75% 6.75%
Historic Property Risk component 2% 2%
Property tax rate 1% 1%
Amortization Component 
(If 50 years = 1/50 = 2%) 2%
TOTAL (the Capitalization Rate) 11.75%

STEP 4 - CALCULATE NEW ASSESSED VALUE

Divide net operating income by 
capitalization rate $101,208.51

STEP 5 - Calculate estimated tax savings

1% of original assessed value $2,250.00
1% of new assessed value $1,012.09
My estimated tax savings is: $1,237.91
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