FEMA-254/August 1994

. FEDERAL EMERGENCY MANAGEMENT AGENCY

Seismic Retrofit
Incentive Programs

A Handbook for
Local Governments

it
B2

[ o]
APV T T TITI)




Ca Ef'mmﬂﬂ"c: f
Emrergen,

Selsmlc Retrofit

A Handbook for
Local Governments

et
ot n

EEEEEEE




The recommendations in this document are intended to improve seismic hazard mitigation. The contents
do not necessarily reflect the views or the policies of the Association of Bay Area Governmenis, the
California Seismic Safety Commission, the Federal Emergency Management Agency, or the Governor's
Office of Emergency Services. The contents do not guarantee the safety of any individual, siructure, or
facility in an earthquake. Neither the Federal Emergency Management Agency, the State of California
nor the Association of Bay Area Governments assumes liability for any injury, death, or property damage
that results from an earthgquake. '
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PREFACE 1

The financing of hazard mitigation continues to be one of the more difficult impediments to
creating a seismically safe environment for Californians. Both State and local governments
have undertaken mitigation utilizing a variety of funding mechanisms.

This Handbook grew out of a research project initiated by the California Seismic Safety
Commission. That project explored the feasibility of utilizing Special Assessment district
and other bond funding mechanisms available to most municipalities to finance retrofit of
privately owned seismically hazardous structures. Making these financing tools available to
private building owners will help local governments reduce or eliminate the hazard of poten-
tial collapse posed by these buildings. |

Funding for the research and development of this document was provided by the California
Seismic Safety Commission, the Bay Area Regional Earthquake Preparedness Project of the
Governor's Office of Emergency Services, and the Federal Emergency Management Agency,
{(FEMA) through the National Earthquake Hazards Reduction Program. Jane Bullock, Chief,
Lead Agency Unit, Office of Earthquakes and Natural Hazards, FEMA, was especially
supportive of this effort. The research was designed and conducted by professional staff of
the Association of Bay Area Governments.
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FOREWORD 3

Californiz is one of the most seismically active States in the U.5. The statistics generated by
seismologists are sobering. Over the coming decades variously sized earthquakes can be
expected throughout the State, some with catastrophic damage potential. A sample statistic:
there is a 90% probability that either the San Francisco Bay Area or the Los Angeles basin will
suffer & magnitude 7 or larger earthquake by the year 2020.

Each of the many large earthquakes predicted throughout the State can cause billions of dollars
inproperty damage, loss of human life, injury, and disruptionsin transportation, communications
and utilities.

Asoneresponse to this threat, because unreinforced masonry buildings (URMS) are susceptible
to serious damage in a major earthquake, in 1986 the State of California adopted what is
commonly referred to as “the URM Law.” Asdiscussed later in this Handbook, this law requires
municipalities and counties within the most seismically active zones in the State to identify and
create hazard mitigation programs for the unreinforced masonry buildings in their jurisdiction.
A number of earthquake experts are now recommending that such identification and mitigation
be applied to other seismically hazardous structures as well, including concrete frame structures
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lacking ductile connections, poorly designed tilt-up concrete buildings with inadequate roof-wall
connections, and older (pre-1960) homes with inadequate strength in their foundations or cripple
walls. :

The URM Law stopped short of requiring the owners of URM buildings to upgrade their
structures. Many communities, however, have taken the initiative and mandated retrofitting of
privately-owned URMs and other hazardous buildings. A few jurisdictions have mitigated the
URM hazard in their community and more are in the process of doing so. The vast majority of
jurisdictions, however, having identified some or all of the hazards, are wondering what they
might do to mitigate them. This Handbook has been designed with that group in mind.,

The Handbook was conceived as part of an effort to find sources of financing for retrofit of
privately owned hazardous buildings. The first step in the research process was to survey the 520
- cities, towns and counties in California as to the status of their URM retrofit programs, and to
gather information on any financial and non-financial incentive programs they may have
established. Although more than 35% of those surveyed did respond, very few respondents had
implemented any retrofit incentive programs. While the survey did not reveal the pot of gold,
we were excited and encouraged by the creativity and resourcefulness of the few jurisdictions
which have found ways to leverage or develop financing while promoting retrofitting in their
communities. Their efforts are described in this Handbook. As youread through the Handbook,
we urge you to contact the individuals listed so that you may discuss with them their experience
and yours.

This Handbook introduces the subject of retrofit incentives with PERSPECTIVE, the thoughts of
Charles Eadie, former Project Manager of the City of Santa Cruz Redevelopment Agency
Downtown Recovery Plan.  The heart of the Handbocok lies in the CASE STUDIES, which describe
steps to promote retrofitting taken by jurisdictions throughout California that may serve as
models for others. The case studies were selected from responses to our survey. We met with
staff at these municipalities to develop the case studies, which include descriptions of these
jurisdictions’ programs, as well as discussions of their programs’ development, the resources
they require, and their effectiveness.

For jurisdictions now trying to develop a system for prioritizing their hazardous buildings, we
have included the case study of the City of Sonoma, which adopted a mandatory retrofit
ordinance thatincludes an objective and flexible system of establishing time-lines for retrofitting
buildings identified as hazardous. The case study of the City of Palo Alto offers a model for those
jurisdictions seeking to develop voluntary ordinances, and includes several non-financial
incentives. (Note that we did not included a case study describing the L.os Angeles Division 88
ordinance. The ordinance is readily available to those who are interested in a copy. If only
because of its size, the City of Los Angeles is unique, and the process by which it developed and
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is implementing the ordinance is less likely to serve as a model for the majority of cities. For
information about the city’s program, refer to Strengrhening Unreinforced Masonry Buildings
in Los Angeles by William Spangle Associates; see: CONTACTS.)

Financing retrofit projects is always a concern. The case studies of the cities of Torrance and
Long Beach offer detailed descriptions of the Special Assessment district bond financings which
these cities pioneered as a method of providing funds 10 owners of seismically hazardous
properties. The case study of the City of Upland shows how a small city marshalled resources
to provide design cost rebates to owners who retrofit their properties. This case study includes
excerpts from the complete and very thorough application package designed by the city.

The City of Fullerton case study demonstrates the use of redevelopment agency funds to effect
seismic retrofit through targeted no-interest loans. Finally, the case study of the City of West
Hollywood illustrates a multi-faceted approach to financial incentives, including adaptation of
the city’s rent control ordinance to meet the needs of owners and tenants.

There are several jurisdictions in California which have mitigated the hazard in all their identified
URMSs. While their success is clearly laudable, their stories have not been included in the
Handbook because their programs were not applicable in the current environment. {The City of
Santa Ana, for example, used a form of bond financing which no longer provides any advantage
given subsequent changes in Federal tax laws.)

Inaddition to the case studies, the Handbook contains PROGRaM HIGHLIGHTS. Ascompared with
the extensive discussion in the case studies, these are brief write-ups of actions taken by local
governments to promote seismic retrofitting in their communities. Names and telephone
numbers are provided for readers who would like additional information.

The next two chapters of the Handbook discuss the tools which jurisdictions can use in
developing programs to promote retrofitting. Using Zoning As AN IncenTivE To RETROFIT by
Michael Dyett, AICP, discusses ways in which zoning can be used to promote seismic upgrading.
The chapter entitled LocaL GoversmeENT Fivancig Op1ions outlines potential sources of
funding.

A description of the URM Law and of recent legislation comprises CALIFORNIA STATE SEISMIC
LecistaTioN, which includes a discussion of the direction in which the State of California is
headed as it continues to address the issue, LiaBILITY IMPLICATIONS AND CONSIDERATIONS
discusses the question of lability in the event of an earthquake. Finally, we have also included
for easy reference a list of the ContacTs whose names appear elsewhere in the Handbook.
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In researching this Handbook we have learned a few basic lessons which we would like to share
with our readers:

*Developing an approach to seismic retrofitting is essential, difficult and
time-consuming. Itrequires the dedicated attention over along period of time of atleast one staff
member, and the guidance and complete support of the elected body of the jurisdiction.
Understanding the nature and scope of the problem is an important first step.

*Successful programs require the active participation of the community. The
jurisdiction must work closely with property owners, tenants, the business community, historic
preservationists, and all otherinterested parties to ensure that the programdeveloped is perceived
to be fair, reasonable, and workable. Education, before, during and after program development,
is critical to its success.

*There is no such thing as a model program. Each jurisdiction is unique in its
. circumstances and its resources, and each must develop its own approach.

We wish you good luck and hope this Handbook will be helpful as you search for solutions to
the problem of retrofitting privately-owned seismically hazardous structures.
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EXECUTIVE SUMMARY 7

California is one of the most seismically active States in the U.S, Ower the coming decades,
earthquakes of varying intensity can be expected throughout the State. Yet, the State is
replete with buildings, numbering in the thousands, which are not ready to withstand the
expected shock. The potential for great loss of life, injury and property damage is immense.

Most local jurisdictions are aware of the need to address this issue. Since the 1986 adoption
of the “URM (Unreinforced Masonry Building) Law” in California, municipalitics large and
small have devoted their limited resources to identifying URM buildings in their jurisdiction
that are susceptible to serious damage in the event of a major earthquake, and developing
mitigation programs as required by the law. A number of earthquake experts are now
recommending, and several jurisdictions have begun, identification and mitigation of other
seismically hazardous structures such as concrete frame structures lacking ductile
connecticns, poorly designed tilt-up concrete buildings with inadeguate roof-wall
conanections, and older (pre-1960) homes with inadeqgunate strength in their foundations and
cripple walls. However, many of the jurisdictions which are diligently identifying the
hazards are at a loss as to how they might encourage owners o undertake needed retrofitting
projects.

This Handbook is designed to help local jurisdictions develop their own seismic retrofit
incentive programs. Using both extensive case studies and abbreviated descriptions, it offers
the reader a chance to examine the steps which 17 cities have taken to address these issues.
The Handbook also provides a comprehensive list of financing options. To give readers a
context for their program development, the Handbook includes both a discussion of
California’s legislative activity in this area and an analysis of liability considerations.

The following is a chapter by chapter summary of the contents of the Handbook, with
conclusions drawn as appropriate.

The PERSPECTIVE section of this Handbook introduces the subject of retrofit
incentives with the thoughts of Charles Eadie, currently the City Planner of the City
of Watsonville. Prior to joining Watsonville’s staff Mr. Eadie served as Project
Manager of the City of Santa Cruz Redevelopment Agency Downtown Recovery
Plan. Mr. Eadie acknowledges that decisions about retrofit requirements and
financing are extraordinarily difficult, both for owners and for public officials. Santa
Cruz struggled with the issue in the mid 1980, in the end leaving the decision to
retrofit up to individual owners. Today, after the 1989 Loma Prieta earthquake, Eadie
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says “nearly every property owner wishes he or she had done more.” Eadie lists the

following principles, derived from his own experience and that of the City of Santa

Cruz: '

1. Never forget that you will have an earthquake

A retrofit will save lives, including possibly your own.

Any amount of retrofit is an advantage. The more you do the better. Even

minor improvements can make the difference between repair and ruin.

4. A community unwilling to accept small architectural compromises of
historical purity (through retrofit) risks major irreversible loss of historic
character.

5. . The disruption and cost of retrofit are minor compared to the catastrophic -

costs of doing nothing.

Recovery happens sooner when there is retrofitting..

Don’t wait.

W

=

CASE STUDIES

The heart of the Handbook lies in the CASE STUDIES, which are outlined in the table entitled
Retrofit Incentive Programs: A Quick Look. The cities chosen to be the subjects of the case
studies were selected from responses we received to a survey we sent to 520 cities, towns and
counties in the State of California. Each case study was developed in consultation with the
local jurisdiction, and includes a description of the jurisdiction’s incentive programs as well
as discussions of the programs’ development, the resources they require, and their effective-

- ness. Neither the table on the following page nor the paragraphs below can do justice to the

- case studies. We urge you to read the case studies themselves and, most importantly, to get
in touch with the contacts listed throughout the Hardbook so that you can learn first-hand
how their experience can benefit your unique circumstance.

IHE CITY OF FULLERTON

The City of Fullerton offers two-tiered, no-interest loans to owners who retrofit their
buildings. The first tier comprises a deferred loan due on sale or transfer of title of the
~structure. The second tier, which can cover up to 50% of the remaining cost of retrofit, is
payable in principal only over a ten-year period, with repayment starting two years after the-
project is completed. These loans are funded and offered by the city’s redevelopment
agency, and are very much integrated into the city’s overall redevelopment plan,
Approximately 114 of the city’s 125 URM’s are in the process of or have completed their
retrofitting. Fullerton’s success is in large part the result of the close working relationship
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between the various departments involved. Note that in addition to its URM program,
Fullerton has adopted and achieved full compliance with a tilt-up building retrofit ordinance.

THE CITY OF L.LONG BEACH

The City of Long Beach is renowned for issuing the first large Special Assessment bonds to
finance retrofit of privately-owned hazardouns structures. This bond issue made financing
available, at an interest rate of 11.3%, to URM owners who joined the Special Assessment
district. Copies of correspondence between the city and the owners over the course of the
district’s development are included as exhibits to the case study. Of the 506 URMs in the
city at the time of the bond financing, about one guarter were included in the assessment
district. About forty owners who did not participate in the first issue have requested that the
city formn a second assessment district. The City of Long Beach and #ts financing team
learned many valuable lessons from their picneering experience; perhaps the most important
is the need to ensure that property owners thoroughly understand the program, the nature of
their commitment under the program, and the roles the city does and does not play in the
program. In retrospect, the city found education of the participants to be the most crucial,
and the most difficult, part of implementing a Special Assessment financing program.

THE CITY OF PALQ ALTO

The ordinance developed by the City of Palo Alto is often used as a model by those
jurisdictions seeking to make retrofitting volontary rather than mandatory. A copy of the
ordinance is included as an exhibit to the case study. Palo Alto is also well known for
offering an exemption from zoning requirements to owners considering retrofitting. While
retrofitting is voluntary, the city does require owners of hazardous buildings to submit
detailed engineering reports describing the potential for damage in the event of an
earthquake. A lesser known feature of Palo Alto’s ordinance requires that owners notify
tenants when the report is complete, and that the report be made a matter of public record,
attracting the attention of residents and affecting the property’s rental and resale values. Palo
Alto’s approach has resulted thus far in the voluntary retrofit of 22 of the 91 buildings
originally identified as hazardous. Interestingly, while the zoning exemption is very highly
touted as an incentive, in fact only four projects thus far have requested it.  The development
of Palo Alto’s ordinance tock four years. The city learned the hard way that the community
must be very much involved in the development of an ordinance if it is to be understood and
accepted. '
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The City of Sonoma has drafted a mandatory retrofit ordinance which we offer as a model
for those jurisdictions trying to develop a system for prioritizing hazardous structures. In
most mandatory ordinances, the deadline by which owners must retrofit depends upon the
priority assigned to their building. To determine a building’s priority, Sonoma’s ordinance
establishes an objective, straightforward point system, explained fully in the case study,
using factors such as type and hours of use, number of stories, proximity to public sidewalks
and adjacent buildings, and structural adjustments (such as parapet bracing). Buildings may
move up or down on the priority scale as they modify any of the factors which led to their
original point assignments. Adjusting their priority level allows owners to adjust the
timetable for retrofitting, resulting in 2 very flexible mandate.

The City of Sonoma also provides financial incentives to owners, offering permit fee waivers
and architectural and engineering grants for seismic upgrading. The time allowed for com-
plete upgrading ranges from 4 1/2 to twelve years, depending upon the building’s priority.
Nonetheless, within one vear of program implementation, fourteen buildings were in the
process of being, or had been, completely upgraded. As in the case of Palo Alto, a lesson
which might be learned from the City of Sonoma’s experience is the value of being sensitive
to the concerns of the community, The ordinance was designed for maximum flexibility, and
was thoroughly discussed with and explained to citizens at community meetings. One of the
outstanding features of the City of Sonoma’s program is how clearly it is articulated in the
materials it offers to the community. Copies of that material are included as an exhibit o the
case study.

THE CITY OF TORRANCE

The City of Torrance issued the first Special Assessment bond to finance the retrofit of
privately owned hazardous structures. The case study of the City of Torrance is included to
highlight the fact that a relatively small ¢ity (population 134,000} with few URMSs {seven
parcels in the assessment district) can accomplish the same thing as a larger city such as
Long Beach {population 430,000) with many URMs (307 parcels in the district). Torrance in
fact pioneered the technique. The Special Assessment program is one of two incentives
provided to owners of hazardous structures. The second, a subsidy to pay for engineering
analysis, was used by owners of more than half of the city’s URMSs. To date, Torrance has
seen 43 of its 50 identified URMs retrofitied.
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THE CITY OF UPLAND

The City of Upland is unusual in two respects. Like other jurisdictions, Upland offers
owners rebates for seismic engineering and architectural costs as well as for city fees and for
the cost of eligible facade improvements. Upland funded this program with Community
Development Block Grant monies. Upland is also unusual in that it was able to convince
local banks, at least in principle, to offer loans with favorable terms to owners seeking fi-
nancing for seismic retrofitting. One of the interesting lessons learned by the city is that
convineing just one owner to begin to retrofit reassures and inspires other owners, who then
may begin the process themselves thereby encouraging others. The bank financing program
was developed in response to owner concerns about the expense and availability of funding.
Once they began the retrofit process the owners’ fears did not materialize, and in fact to date
no one has tested the bank financing program.

Upland is very proud of the spirit of cooperation in which the program was designed and is-
administered. The city works closely with owners and takes great pains to communicate with
its citizens. The materials designed by the city to describe its program are very thorough.
Included as exhibits to the Upland case study are the brochures describing the incentive
programs and excerpts from the rebate program application package.

THE CITY OF WEST HOLLYWQOD

The City of West Hollywood offers an array of incentive programs to owners seeking to
retrofit. - Fee waivers play a key role, as do exemptions from zoning requirements. West
Hollywood also modified its rent control ordinance, allowing owners to pass through costs to
tenants on a somewhat accelerated schedule. As of April 1992, 28 of West Hollywood’s 69
hazardous URMs had been retrofitted. West Hollywood also recently established a
Mello-Roos district to provide financing, similar to Special Assessment district financing, to
owners of 6 hazardous structures. Although many have discussed this type of program in
principle,West Hollywooed may become the first city to issue Mello-Roos bonds for this
purpose. In addition to learning how difficult it is to be a pioneer, West Hollywood has
learned that dedicated staff people are key to the success of a city’s programs. The menu of -
programs was developed for the city by a committed staff person who spent much of his time
researching the issue and was personally involved with each of the affected owners. -
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PROGRAM HIGHLIGHTS

In addition to the case studies, the Handbook contains short descriptions of steps taken by 8
local governments in the area of seismic retrofit, outlined in the table entitled Program
Highlights: A Quick Look. The mGHLIGHTs offer names and telephone numbers for those
who would like more information. In addition to offering a menu of suggestions, this section
illustrates that any jurisdiction which makes it a priority should be able to offer some kind of
incentive to owners of buildings requiring retrofitting.

USING ZONING AS AN INCENTIVE TG RETROFIT

Zoning can be used to promote seismic retrofit, according to Michael V. Dyett, AICP,
founder of Blayney Dyett Greenberg, vrban and regional planners. These technigues have
been used to promote other public purposes, such as affordable housing and historic
preservation. Dyett offers the following types of incentives for consideration:

-Density/fintensity bonuses

-Transfer of development rights

-Reduction in development standards

-Relief from nonconforming provisions, and

-Restrictions on new occupancy of a potentially hazardous building

These incentives are discussed in this chapter. To illustrate their use, Dyett offers an
example of an incentive program for seismic hazard upgrading using these zoning incen-
tives.

Seismic Retrofit Incentive Programs
Fall 1092




14

Seismic Retrofit Incentive Prbgrams

Fall 1952




15

In recognition of the fact that no incentive for retrofit seems to work quite as well as money,
we have attempted to discuss both the existence of funding and its accessibility. This section
provides legal citations, backgronnd information and contacts for the following funding
programs:

- California Housing Rehabilitation Program

- Community Development Block Grants

- HOME Program

- Small Business Administration

- (General Obligation Bonds

- Marks-Foran Residential Rehabilitation Act

- Marks Historic Bond Act

- Mello-Roos Community Facilities District

- Public Purpose Bonds

- Special Assessment Districts

- Tax Increment Financing or Tax Allocation Bonds

Not all of the sources of funds we have outlined have actually been used to finance seismic
retrofitting of privately owned buildings. We surveyed the many different Federal and State
funding sources and described those which have been used successfully for this purpose or
which seem to be potential sources. Whenever possible, we have included contacts who
should be able to answer guestions or provide additional information. We hope that
communities are able to access some of the as yet untapped funding sources to finance
seismic retrofit projects. '

This section describes the recent history of California legislation relating to seismic hazard
reduction, and describes how such legislation might affect cities and counties across the
State, with particnlar attention paid to legislation that directly affects a jurisdiction’s ability
to provide financial assistance to owners of seismically hazardous struciures. The discussion
examines legislation pertaining to bond-related options such as Special Assessment Districts,
Mello-Roos Districts and General Obligation Bonds. It also discusses redevelopment
agencies as financing vehicles and describes ways in which the State has attempted to reach
out directly to property owners.
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This section also contains a short discussion of some issues that are often raised by local
officials considering financial incentive programs. Addressed are concerns about private
owners being granted a “gift of public funds,” the question of whether assistance to finance
the retrofit of religious structures is a violation of the separation of church and State, and the
question of liability, an issue discussed in more detail in the next chapter.

This section, of necessity, provides only a quick overview of the most recent seismic
retrofit-related legislation. The State of California Seismic Safety Commission is a good
source of additional information.

LIABILITY IMPLICATIONS AND CONSIDERATIONS

Liability in connection with the issue of retrofitting can be viewed as a double-edged sword.
Potential liability can be a disincentive for retrofitting or an incentive for taking action,
depending upon how it is viewed. Tort liability is discussed in this section by Jeanne Perkins
of the Association of Bay Area Governments and Kenneth Moy of Moy & Lesser. There are,
as yet, no appellate court decisions on this issue and therefore no legal precedents. However,
the authors conclude that it is highly likely, under the appropriate circumstances, that liability
could be assigned to a private owner. Addressing the hazard under the guidance of experts
will significantly lessen that likelihood. Public agency liability with respect to private
buildings is not large and will not increase as a result of its activities in identifying and .
abating hazardous buildings.

Seismic Retrofit Incentive Programs
Fall 1992




PERSPECTIVE 17

There is nothing easy about the decision to retrofit old buildings. Retrofit is costly, time-
consuming and disruptive to tenants and building owners. It changes the economic
calculation in terms of rent needed to pay off the investment, creating hardships. It can pose
architectural, engineering and logistical challenges. It can affect the historic integrity of a
building.

What is doubly difficult is that the benefit is easy to discount. All the costs and hardships are
immediate, yet the spectre of an earthquake is an abstraction, something that seems remote,
far off in the future. People acknowledge the certainty of future earthquakes but assume that
it will not happen to them. '

These factors combine to make decisions about retrofit requirements and financing guot-
wrenching and difficult. No one knows how, when or with what force an earthquake will
strike any particular city. The odds favor the pelitician and building owner who assume that
the earthquake won’t strike during their terim of office or their tenure as owner.

Unfortunately for Santa Cruz, the 1989 Loma Prieta Earthquake forever tagged the town as
another grim lesson about the final and irretrievable costs of discounting long term benefits
for short term gain. Three deaths, the loss of 34 downtown buildings, the end of a beloved
historic district and the beginning of an arduous struggle for economic and community
recovery was the steep price Santa Cruz paid to join the historic landscape littered with
lessons begging to be learned.

In the mid 1980s the Santa Cruz community struggled with the issue of retrofit. After much
controversy the decision was left to individual property owners because of the high short-
term costs and lack of financial resources available.

Today nearly every property owner wishes he or she had done more. Many are thankful for
any little bit they did.

A furniture store owner says he owes his life (and those of several others) to a minor retrofit-
ting he did as an afterthought in conjunction with a reroofing. He still has nightmares
thinking how close he came to not anchoring the roof.

Another owner of a small historic commercial building points to a redwood beam and some
bracing he had put in his basement in the late 1970s on the advice of his contractor. Without
those relatively minor additions, his building would have collapsed under the weight of the
tons of brick from a neighbor’s parapet. Instead he is repaired and back in business.

. A partially completed retrofit of the historic Cooperhouse was enough to prevent total col-
lapse of that building but not to save it. Still, the owner considers every penny of the
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thousands he spent to be a worthwhile investment because of the lives that were saved.

For many businesses, access to their building after the earthquake was critical to their recov-
ery. Access was a function of damage. Damage was a function of retrofit. Fifteen minutes
of access, or no access at all, was the fate of many whose buildings had no retrofit and were
most unsafe. They never retrieved their files, their records, their merchandise. For others, all
inventory was recovered, including irreplaceable personal and collector’s items.

In 1992, three years after Loma Prieta, many Santa Cruz building owners are still sitting with
vacant lots. They face crushing economic realities. Lacking any retrofit, their buildings had
been damaged beyond repair. Searching for elusive financial backing to rebuild, they some-
times speak with remorse about the relative pittance it would have cost for the proverbial
“ounce of prevention.”

Meanwhile, grand reopenings have taken place in several buildings which had retrofits
(mostly partial) that were enough to render them repairable. For these property owners and
businesses, recovery arrived much sooner. And their community, desperately searching for a
break, was grateful for their foresight and pre-quake commmitment.

If these brief snippets of personal experience could be translated into a set of principles, it
would be these:

+ _ Never forget that you will have an earthquake.
+ A retrofit will save lives, including possibly your own.

« - Any amount of retrofit is an advantage. The more you do the better. Even minor
improvements can make a dlfference between repair and ruin.’

* A community unwilling to accept small architectural compromises of historical purity
(through retrofit) risks major _irreversible loss of historic character. :

» The disruption and costs of retrofit are mmor comparcd to the
' catastrophlc costs of doing nothing. :

- Recovery happens sooner when there is retrofitting,

« Don’t wait.

Charles Eadig is the City Planner of the City of Watsonville. Prior to joining Watsonville, Eadie served as
Project Manager of the Downtown Recovery Plan of the City of Santa Cruz Redevelopment Agency.
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BACKGROUND

The City of Fullerton is located in Orange County approximately 20 miles southeast of Los
Angeles along the I-5 corridor and State Highway 91. Incorporated in 1904, the City of
Fullerton owes its past economic growth to the acres of orange groves that could once be
found around the city and the oil that was found beneath the city. Today, the city boasts
more than 6,000 businesses and industries, with a total work force in excess of 71,000.

RDIN T

The Fullerton city council adopted a mandatory seismic retrofit ordinance in December 1950,
The ordinance is based on the Los Angeles model and has been incorporated into the Fullerton
building code. The ordinance applies to all buildings constructed prior to 1934 and establishes
four rating classifications: essential buildings, high-risk buildings, medium-risk buildings and
low-risk buildings. The deadline for compliance under this ordinance was February 1992.

This ordinance also reguires the building official to file with the county recorder a certificate
stating that the subject building is within the scope of Chapter 88 - Earthquake Hazard Reduction
in Existing Buildings. As a matter of policy, no such certificates were filed until a structure was
in violation of the council approved deadline for compliance. This ordinance does not require
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alteration of existing electrical, plumbing, mechanical or fire safety systems unless they
constitute a hazard to life or property as determined by the building official.

The City of Fullerton has a separate ordinance requiring the retrofit of concrete tilt-up buildings.
This ordinance, Chapter 89, applies to all buildings constructed prior to April 6, 1974 with
concrete tilt-up bearing walls. This ordinance also requires the building official to file with the
county recorder a certificate stating that the subject building is within the scope of Chapter 89.

INCENTIVE PROGRAM CONCEPT

‘Fullerton’s Seismic Rehabilitation Loan Program was approved by the redevelopment agency in
May 1991. This loan program was developed to finance seismic retrofit projects using tax
increment funds from the city’sredevelopment areas. Fullerton has designated tworedevelopment
areas - the Orangefair and the Central Redevelopment Projects Areas - which cover approximately
1.5 square miles of the c¢ity. Properties eligible for funding under this program include all
commercial unreinforced masonry (URM) parcels or apartment buildings with five or more units
that are located in either of the city’s designated redevelopment areas and were identified in
Fullerton’s Unreinforced Masonry Survey. (The loan program is not offered for retrofit of
concrete tilt-up structures.) There is also a retroactive financing clause which allows for the
reimbursement of a portion of the “soft” cost of engineering retrofitting, title and insurance costs
and push tests performed before the loan program was established. The availability of these funds
is limited to the seismic retrofit of brick buildings in the designated redevelopment areas. The
size of the loan is based on the extent of the seismic retrofit project.

The loans offered by the redevelopment authority to URM owners performing retrofit work are
two-tiered. The first $25,000 of the amount needed is a deferred, no-interest loan due on sale or
transfer of title of the structure. The redevelopment authority will then finance 50% of the
remaining cost of retrofit which is repaid over a 10 year period with principal payments starting
two years after the project is completed. There is no established ceiling on the amount of -
matching loan which will be made.

The redevelopment authority oversees this loan program. The redevelopment authority takes
bank-like precautions before making aloan such as running a title check on the structure, running
acredit check on the owner and establishing that the 1oan-to-value ratio for the structure does not
exceed 70%. The redevelopment authority also requires that 3 bids be submitted for the work
and that the lowest bid be accepted. (The least expensive of the retrofits have come in at about
$12/square foot but others have cost considerably more than that. ) As with most funding -
programs, Fullerton’s system is based on reimbursement. The building owner must submit
receipts for work done in order to draw down loan funds. This system allows contractors to be
paid on a periodic basis.. '
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EROGRAM RESOURCE REQUIREMENTS

The redevelopment authority has made 6 loans, totalling $325,000, to date and has another 6
loans, totalling $225,000, in the approval process. The city expects the demand for such funding
to greatly increase. The redevelopment authority is concerned that the amount of tax increment
funds available will not be sufficient to finance all the work required and that Fullerton is in
danger of running out of funds for this program in the near future. A worst case scenario is that
the amount of work necessary to completely address the seismic hazard in Fullerton will total
approximately $5 million.

The seismic retrofit loan program is directly related to the general rehabilitation program of the
redevelopment authority. In fact, the redevelopment authority finds itself in a difficult position
regarding buildings that were given rehabilitation loans prior to the passing of the URM Law.
Some of the buildings with outstanding rehabilitation loans are seismically deficient which puts
the authority in a situation, similar to that in which many banks find themselves, of being first
lienholder on & structure in danger of becoming rubble in the next big earthguake. The
redevelopment anthority has identified these buildings and aggressively marketed the seismic
retrofit loan program to their owners in an attempt to obtain some additional security for the
rehabilitation loans. ”

PROGRAM DEYELOPMENT

Adfter the URM Law was passed by the State Legislature, the affected departments met with the
Fullerton City Manager to discuss the city’s approach to compliance. It was decided to pursue
& mandatory retrofit program but to put an emphasis on restoring historical structures and
preserving the historical fabric of the community throngh the use of the redevelopment authority,
Before the ordinance was adopted, thecity held a numberof public meetings. There wasa general
meeting and then a number of smaller meetings targeted at URM owners, senior citizens,
property owners in the redevelopment areas, etc. After the ordinance was adopted another series
of meetings took place, particularly with the Chamber of Commerce. These meetings were held
in an effort to calm some of the fears about the proposed program and to emphasize that the retrofit
costs would not be as high as rumored.

There was clearly arealization among the Fullerton agencies involved in the enforcement of the
retrofitordinance that cooperation among themselves would be key to the success of the program.
This sense of cooperation among city departments overflowed and created a sense of cooperation
with URM owners. The Building Department has developed a very cooperative working
relationship with URM owners. The use of the building and its historical significance are taken
into consideration when developing the scale of the project. The Building Department considers
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cach building on a case by case basis when determining the extent to which other life safety and
fire protection upgrades must be made. The Building Department has also adopted a policy
allowing property owners to establish temporary offices in trailers on the project premises which
can allow tenant businesses to continue to operate during the retrofit period.

Owners of approximately 100 of the city's 125 URMs have either retrofitted their structure or .
submitted plans for proposed retrofitting. The owners who missed the original deadline but have
since displayed some effort are being given an unofficial extension. Of the remaining buildings,
owners of only 11 buildings have provided absolutely no indication that they are addressing the
issue of seismic retrofitting. If the owners of these buildings have still done nothing 6 months
after the deadline for compliance, their buildings will be “red-tagged” and ordered vacated.

To date 3 URM retrofits have been completed, 8 URM retrofits are under construction and 45
retrofit projects are in the plan check stage. Of the 220 tilt-up structures identified by the city,
only 11 have not yet complied with the retrofit ordinance.

PROGRAM STRENGTHS

Any time a city has the means to provide some financial assistance to URM owners, it must be
considered a program strength. The strong local economy and the pro-redevelopment attitude
of Fullerton both add to the strength and success of Fullerton’s retrofit program. It appears that
the City of Fullerton’s ability to deal with its URM owners in a very personalized manner is also
a major strength of its retrofit program. : :

KEYS TO SUCCESS

There is a great deal of cooperation among the different departments involved in the retrofit
program. Fullerton’s Development Services Department and redevelopment authority have
both been involved with the retrofit program since its inception and continue to work together
closely on enforcement of the ordinance. The city also has a high level of professional expertise
in-house, as exhibited by its ability to proceed with a tilt-up retrofit ordinance prior to the State
of California legally requiring such retrofits.
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Chuck Daleo
Rick Forintos

EXHIBITS

Seismic Loan Program - Loan Program Guidelines

CONTACTS

Fullerton Building Official

(714) 738-6558

Project Coordinator - Fullerton Redevelopment Agency (714) 738-6877
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Fullerton: Exhibits

SECTION 1 BACKGROUND AND PURPOSE

The Redevelopment Agency approved the Seismic Rehabilitation Loan Program on
May 7, 1991, for the Orangefair and Central Redevelopment Project Areas. The
program was adopted to assist and encourage commercial property owners to
seismlcally upgrade their unreinforced masonry buildings to conform to the
Seismic Ordinance. Apartments with five units or more are also eligible if they
are unreinforced masonry.

SECTION 2 AMOUNT OF AVAILABLE ASSISTANCE

Interest-Free Commercial loans

Up to $25,000 (1) 1003 Agency Loan, deferred, and due on sale with
no lnterest charge.

From $25,001 and up (1) - This amount is on a 50/50 matching basis between
owner and Agency. The loan repayment schedule

begins two years after building completicn, to be
repaid in ten annual payments, with no interest.

Churches Churches are eligible for 25% of total project
costs not to exceed $100,000 to be fully repaid
over 10 vears starting two-years after building
completion,

SECTION 3 DEFINITIONS
Eligible Projects - All seismically deficient buildings as identified in the City

of Fullerton's Unreinforced Masonry Study conducted in 1990. However, larger
projects which are receiving substantial Agency assistance are pot eligible for

‘gselsmic loans unless specifically approved by the Agency.

Development Standards - Architectural guidelines for the downtown project area
are contained in the CBD Guidelines bookler. All plans for buildings in either
project area, when the seismic work has a visual impact -on the building, are to
be reviewed and approved by the Redevelopment Design Review Committee.

Owner Participation Agreement - All property owners must have an OPA approved
by the Redevelopment Agency. This Agreement contains all of the terms and
conditions applicable to the project, project scope, and the chosen bidder’s cost
breakdown. In addition, there are requirements for insurance, title policies,
and non-discriminacion clauses which must be followed.

Program - - The Seismic Rehabilitation Loan Program as approved by the
Redevelopment Agency on May 7, 1991.

ADJACENT FARCELS OWNED BY THE SAME OWNER ARE NOT CONSIDERED SEFPARATE
LOANS. THE AGENCY LOAN IS DEFERRED ON THE FIRST $25,000 OF PROJECT COSTS
WITH 50/50 MATCH OVER $25,000.
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SECTION & ELIGIBLE PROPERTIES AND PROJECTS

&, Eligible Properties

Properties eligible for inclusion in the Program shall include all commercial
parcels or apartments of five units or more within the boundaries of the Central
Redevelopment Area and the Orangefair Redevelopment Area as identified in the
City of Fullerton's Unreinforced Masonry Study conducted in 19901, Also, those
owners who have already started or completed seismic work, retroactive to
March 6, 1990, may be relmbursed for those expenses If the werk was dome in
conformance with Fullerton Seismic Ordinance requirements.

B. Eligible Work
Work eligible for Agency participation shall include the fellowing as a minimum:

Interior or exterior repalr or replacement in order to mitigate eny unsafe or
dangerous structural conditions as identified in the City’'s Unreinforeed Hasonry
Study or such subsequent repairs as required by the Building Department. Such
seismic work shall be in compliance with the architect’s plans as approved by
the Building Department and the RDRC. Seismic work which is performed in
conjunction with new construction or which is done in conjunction with demolition
or removal of more than 23% of the existing exterior walls is not eligible for
this program.

Specific eligible costs may include, but are not limited to, the following:

Architectural plans and structurzl calculationsz, new concrete Iootings or
strengthening of existing footings, floor/wall anchering, roof diaphragafshear
transfer, diaphragm chords, interior shear walls, crack repair, tuckpointing,
strengthening wall parapets or prejecting sipgn beards and reroofing, replastering
and patching or replacing stuceo or brick which is damaged &s a part of the
seismic strengthening.

SECTION 5 SURCRDINATION

411 loans shall be secured by a Deed of Trust listing the Redevelopment Agency
as beneficiary and the City of Fullerton as trustee. The Agency is willing to
take & position as a junior lienholder; however, if imsufficient securicy exists
to protect the Agency's interest in the property, then the loan amount may be
reduced or the loan denled. Specifically, the Agency will agree to suberdinate
its seismic loan to construction or permanent financing or refinancing for a more
favorable interest rate witheut requiring repayment. The Participant’s request
for subordinaticn for vefimancing or other reasoms shzll be reviewed and
determined in the sole discretion of the Agency which approval shall not be
unreasonably withheld. The Agency, when revising the subordination request,
prefers that the total of all liens shall not exceed 70% of the total loams to
the appraised fair market walue of the appraisal of the property. When the

1 Except Conerete Tilt-wup.

2 Gwner can include these as project costs for reimbursement after Agency
lean 1Is funded.
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SECTTHN 5 (eomtlnued)

estinated property walue beglns spproact S0% Loam to walws imeluddog  che
Mg s poopesed Loean, an appralsal may be ceqguiced o determlme the actesl
appralsed macber walue of the property (wee SECTTOM LLJ.

=

SECTTON & ARPLICATION PROCEDURES, SPFLICATION REVIEW

AN APPROVAL OF TOMN

L. Applicany shall discuss rhe proposed project with the Redevelopment sitaff
and Buildimg Department Yo ocder to develop the seope of the profect.

2. ppplicane shall £111 oue a selsmie application, awailable from the
Redewe lopment. OFfiee, YF West Commomwealth Swemms, Fullertow, CH GREIL .

3. Review of the applicstiom, '[;mﬁwj\mz‘n: , and plams will include the following:
M. availabilivy of Agency funds for this and oither poojets.,
B.. Is the building on the Hisvoriecal Building Swrvey or 3 desdgnated

Loweal Ladinark?

. smiie protblem.

., ] werlor of the building beem premiously temodeled: amd does
the sgemcy alveady heve a Behebilivariom Loem ow tlie propecty?

E. Has the owmer eady spent money to do selsmic work, are plamns

completed, and fs the owmer ceady to start the prodeetd
., re the total leasns, Dneluding the Agewey Loam, net o escess of S0%
of the building"s fair markew appralsal? ’

SECTION 7 POST APRLICATTON AFPROVAL

1. Afrer the applicatiom has beem accepted, the applizant amd dgemey stafl
alhall meet with the owner's designer(s) regarding the woneeptusl plans. Sor
the project. The ewner and his contracturs shall wse the Secretary of the
Tmerior's Standards Ln designing and constoicting, the Unprowements and
im the repalr of -amy demage caused by whe selsmie wozk. D
Cprofessionals and comtraetors should be dhosen based o thed ‘
with these Standards and their verified yehabilitatlon eperlence o
simllar wypes wf boildings. The Hgemey  and. Benrs Lopnemt. Seowllces prrfer
thie WLLed festendng systesm and thet the primacy streest enberlon of the
bullding shall mot be pemetzaved wilth, support flanges of amy type.
Emceptions  to this wule will e meviewed be the Dewslopmeni Serdioes
Diegprae Smempz.,

i Onee conceptwal plams are grepaed, the applicame shall process the pilams:
throwghn wll appliesble Cloy off Pulllerton remiew procedures, fnclading the:

BDRC U repalrs inpact the ewterior of rhe  bullding ovr histerie o
arehitaetural, Teatuires: econsddered to be sdgnilficant. )

ki
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SECTION 7 (continued)

Two written bids are required to determine the cost of the project. The
owner shall select the lowest respomsible bidder. An applicant may bulld
a project by using: al & general contractor, b} a managing contractor on
a fee basis, or ¢} by acting as an owner/bulilder.

a. If a2 general contracter is used, two overall bids shall be prowided
in sufficient item detail to allow the Agency staff to determine that
a substantially similar character of work was bid by all comrractors
submitting proposals. The more complex projects shall require an
owmer to employ a General Contractor unless it can be demonstrated
that the owner or his representative has sufflcient zime and
axpertise to run the project.

B. In the case of a managing centractor employed on a fee basis, at
teast two bids for each subcontracted trade used shall be required
in agddition to a statement of the fse to be paid to the managing
contractor. The fee paid shall nor exceed the then prevalling
induszry standard for construction management fees.

e. If the applicant acts as an owner/fbuilder, a cost estimate for each
jrem of work to be performed by the owner/builder’s own forces shall
be provided, itemized by labor and marerial. If the applicant also
urilizes the services of subcontractors <Te ceoplete rhe
rehabilitation, then at least two bids must be provided for any such
subeontracted work. If the Agency staff questions the cost estimate
of any owner/builder items not subcontracted, then the staff may
request that the owner/builder provide two comparisen bids for the
work in gquestion.

Cnce plans have been approved by the Building Department and bids
solicited, the Agency staff shall schedule the item for the next available
Agency meeting agenda. The Owner Participation Agreement shall be executed
by the applicant prior to the Agency meeting. In addition to the basic
agreement [(attached to these guidelines in Appendix A), the following
attachments ro the Owner Participation Agreement will require the
applicant’s signature prier to the Agency meeting and are also Included
in Appendix A:

sttachment G: Short Form Deed of Trust

Attachment D: Promissory Note

Attachment E: Contractoer's Genmeral Liability Insurance, Workmen's
Compencation Insursnce and Cvmers Fire Insuranca Policles

Attachment F: Memorandum of Agreemsnt

& lender’s Policy of Title Imsurance shall be provided to protact Agency
from subsequent liens or claims.

After Agency approval and recordation of the Deed of Trust, the applicant
may apply for reimbursement of eligible expenses. Under certain
extenuating circumstances, the A&gency may approve apreements after
commencement of construction and may approve reimbursement of prier
expenditures as lemg as they constitute eligible rehabilitation expenses
as deseribed in Section 3.B of rhe guidelines.
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E ‘ URS [4) AN FUN

In order to draw down loan funds, the applicant shall submit the following {tems
to the Redevelopment Office:

1. Participant‘'s request for progress payment.

2. Pald invoices fo; the amount of eligible work.

3. Labor and material lien releases for all invoices submitted,

4. Under the owner/builder option, the applicant shall be reimbursed upon

presentation of paid invoices for all materials and cercified payrolls for
all labor charges, up to the amount of the estimate for the work as
discussed in Section 7, Item 3.C. abave.

Reimbursement of eligible expenses shall be 100% of the first $25,000 of eligible
costs based on invoices submitted for payment, less a 10% retention. Amounts
in excess of $25,000 shall be reimbursed at 50% of eligible costs, less a 10%
retention, until the maximum amount is reached. The retention shall be released
to the applicant not earlier than 30 days after a Notice of Completion has been
filed with the County Recorder's office.

SECTION 9 LOAN PAYBACK

Loan payback shall be made pursuant to the terms as contained in the note. The
Agency wmay approve deferral of payback in the event of refinancing or other
reasons acceptable to the Agency.

" SECTION 10 SUBSEQUENT LOANS

If the scope of an approved project is expanded after construction has begun,
an increase in the loan amount for eligible activities up to the stated limits
of the program may be granted at the sole discretion of the Agency.

Should loan terms and amounts allowed under the program be changed subsequent
to approval and disbursement of loan funds to an applicant, the applicant may
reapply for an additional loan. A new application under the revised terms will
be considered provided that additional work is being proposed. Only one
reapplication under the terms of this section will be considered. Costs of work
previously completed shall not be included in the reapplication.

SECTION 11 _ APPRAISAL

For projects with an Agency Loan over 50% loan to value {including senilor loans),
an appraisal may be required at Agency'’s option. The appraisal, if required,
will be reviewed by the Gity of Fullerton's real estate office to determine its
adequacy and conformance to industry standards. ‘

SECTION 12 - PARTICIPANT'S FUNDS

Participant’s funds shall be available tc complete participant's portion of
project and be set aside exclusively for this project. ’
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&11 projects shall requize a title report to verify liems, essements and other
matters of record, etc, and to insure the Agency’s loan. The City of Fullerton
has a contract with Commonwealth Land Title Company {CLTC) for tirle reports and
the Agency shall utilize CLIC for its selsmic loan program. The applicant will

be required to pay for these services directly and can be reimbursed later om
from loan proceeds afrar the loan records.

Seismic Retrofif Incentive Programs
Fall 1982




CASE STUDY:

® -CITY OF LONG BEACH



CITY OF LONG BEACH 25

The City of Long Beach, fifth largest city in California, encompasses a 50-square mile
coastal area located on the southern edge of Los Angeles County. The city is known both as
a major industrial center and as a popular beach resort area hosting a substantial tourist and
convention business. Long Beach historically has been a leader in the area of seismic safety.
In response to its losses in the 1933 earthquake, the city adopted the toughest building code
in the nation. Its present day ordinance exempts all structures built after 1934. The City of
Long Beach has been pursuing the seismic retrofit of hazardous buildings in its community
for many vears.

HAZARDOUS BUTLDINGS PROFILE
Despite its longstanding concern for seismic safety, in 1989 the city still contained

approximately 560 unreinforced masonry buildings {URMSs). The majority of the buildings
are commercial in use.
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ORDINANCE

The city first adopted its seismic ordinance in the late 1970s. At that time the sclsmlcally
hazardous buildings were divided into three categories:

most dangerous:  these buildings were ordered repaired immediately or torn down

more dangerous:  these buildings were given until 1985 to be brought up to code or
demolished

least dangerous:  these buildings were given until January 1991 to be brought up to
code or torn down (on 1/1/91 the owners of these remaining
buildings were served with a notice that they had 60 days to
develop a plan for compliance and submit it to the Building
Inspection Department).

By the end of the 1980s owners of buildings in the first two categories had complied with the
ordinance. The city did not provide these owners with any financial or other incentives.
There remained to be addressed those buildings categorized as least dangerous by the
ordinance. |

INCENTIVE PROGRAM CONCEPT

Long Beach’s program provided participants with long-term financing at the then-market
interest rate of 11.3%. Initially, the city allowed a 3 month period in which property owners
could apply for participation in the program. The application period was subsequently
extended by 4 months. Property owners interested in participating submitted to the city, for
. review by its Superintendent of Building and Safety, a report prepared by a California
licensed engineer or architect. In general, each report provided for the roof and floors of the
building to be bolted to the adjoining walls, for the interior and exterior walls to be
reinforced, and for provisions allowing existing usage and occupancy to be maintained and
restored. The owners’ parcels were then examined to determine their estimated and/or
appraised values, and tax rolls were checked to ensure that none of the owners was
delinquent in property tax payment. (See: PROGRAM DEVELOPMENT)

Of the 319 parcels for which applications had been submitted, 28 parcels were unable to
qualify for the financing because of current year tax delinquencies. Approximately 30
dropped out prior to confirmation of assessments for unrelated reasons. Interestingly, none
of the applicants failed to meet the value-to-lien requirement. (See: PROGRAM DEVELOPMENT)
A total of 307 parcels were finally included in the assessment district, representing 137
structures or about one quarter of the city’s remaining URMs. The parcels in the district are
geographically dispersed throughout the city, with the majority located in the city’s
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downtown arsa. Of the 307 assessed parcels, 170 are concentrated in 3 multiple-unit
buildings. Not all of the units in those buildings are included in the district.

In order to effect the financing Long Beach had to take certain legal steps. The first action
the city tock was to amend its municipal code so that it had the power to form the assessment
district, levy the assessments, and issue the bonds.- (See: PROGRAM DEVELOPMENT) The city
next adopted a resolution of intention to proceed, and gave preliminary approval fo the
Assessment Engineer’s report which contained estimates of project costs and per parcel
assessments. Two months later the council adopted another resolution allowing an additional
65 properties to be included in the district. The council then held a public hearing and, as no
protests were received, adopted a resolution establishing the district, authorizing the projects
and confirming and levying the assessment for each parcel. Seven months later the bonds
were issued and money was placed in an Improvement Fund awaiting disbursement to
participating owners.

To receive bond funds an owner must submit to the city a certificate stating that eligible
improvements have been completed and that the cost of those improvements is eligible for
reimbursement. The certificate must be signed by the owner and the City Treasurer. Owners
may either request reimbursement upon completion of seismic related work, or may request
that progress paymenis be made directly to the contractor as construction progresses.
However in the case of multi-unit buildings, 1o ensure that all necessary improvements to the
building will be completed, no funds will be disbursed to owners represented in the district
until the owners of units who chose not to participate in the district have secured alternative
financing.

Undertaking and completing projects is the sole responsibility of individual property owners.
All owners must subrmit final building plans to the city and obtain all the usual permits.
Owners individually contract and arrange for the projects’ construction, and any cost
overruns are the sole responsibility of the owner. No provisions were made in the bond issue
for financing such overruns. The time allotted for completion of all the projects is
approximately two years. If there are bond proceeds remaining at the end of that time
(perhaps because owners who participated in the district ultimately chose not to undertake
the improvements, because final costs were under the amounts determined in preliminary
estimates, or because they did not satisfy the city’s requirements for release of the funds)
these proceeds will be used to prepay the bonds.

The bonds are repaid through assessment liens against all the parcels included in the district.
Assessment installments are payable in the same manner and time as general taxes on real
properiy. Note that the assessments represent liens against parcels, not personal indebtedness
of property owners.
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The annual assessment billed against each parcel represents a pro rata share of the total
principal and interest of the bonds coming due that year. The assessments in aggregate are
sufficient not only to pay for the estimated costs of the seismic improvements, but also to
cover related incidental expenses. These incidental expenses include the city’s costs of
developing and administering the program. Ongoing expenses payable from the bond issue
include the cost to the city of monitoring construction, administering payments under
construction contracts, and engineering expenses (See: PROGRAM RESOURCES) In addition to
the basic assessment on each parcel, the city may levy an annual assessment to pay specified
costs incurred by the city which are not covered by the basic assessment. These costs would
arise from administration and collection of assessments, or administration and registration of
the bonds. The additional annual assessment is capped at $150 per parcel adjusted for
inflation.

The bonds issued by Long Beach are secured by the assessments levied against the parcels,
The assessment liens are on parity with all general and special tax liens. They are
subordinate to pre-existing Special Assessment liens, but take priority over future fixed
Special Assessment liens. Most importantly the assessment liens take priority over all
existing and future private liens, including bank loans and mortgages.

Failure of an individual property owner to pay an assessment installment will not increase the
assessments against other parcels. Generally, property securing delinquent assessment
installments in California is subject to sale in the same manner as property sold for
non-payment of general property taxes. However, Long Beach has covenanted that it will
commence judicial foreclosure proceedings against parcels with assessment installments
which are more than two years delinquent. It also will commence such proceedings against
all delinquent parcels, even those delinquent for less than two years, in the event that the total
of installments received by the city is less than 95% of the amount due. When insufficient
assessments are received to make interest and principal payments on the bonds, amounts in
the reserve fund are drawn down to make up the deficiency (See: prROGRAM RESOURCES). The
city does have the option of deferring foreclosure proceedings if the reserve requirement is
met, i.e. if the city chooses to advance monies to replenish the reserve fund.

PROGRAM RESOQURCES

Four different city departments were involved in developing Long Beach’s program:
Community Development, the City Treasurer’s office, the City Attorney’s office and the
Planning and Building Department. In addition, the Rehabilitation Officer spent a great deal
of time with individual URM owners. The services of a financing team (financial advisor,
bond counsel, and underwriter) were also used extensively. Long Beach estimates it cost at
least $40,000 in city staff time and other expenses to develop the program and issue the
bonds. These costs, as well as the fees of the financing team, were reimbursed from the
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proceeds of the bond issue. Ongoing program costs primarily involve the time of the
Superintendent of Building and Safety to review and approve requests for funds, and the
resources of the City Treasurer to administer the bond program and collect the assessments.
The projected ongoing costs were also funded through the bond issue, and additional
amounts may be collected if necessary by levying additional assessmerits (See: INCENTIVE
PROGRAM CONCEPT),

Long Beach issued bonds in the amount of $17.4 million to which were added approximately
$250,000 in accrued interest and owner deposits, for a total of $17.7 million. The funds
were allocated as follows:

«  $14.9 million of the bond proceeds were deposited into the
Improvement Fund from which monies would be drawn to cover
project costs. Monies in this fund earn interest, which is also deposited
into the Improvement Fund and allocated to the projects. Together
these sources were projecied to supply the $15.1 million needed to
COVET project Costs.

+ The bond proceeds also funded a $1.7 million reserve account, required
in most bond financings, which ensures that funds will be available to
make timely bond payments.

*  Approximately $500,000 was borrowed to cover interest payments
which needed to be made on the bonds prior to collection of
assessments.

»  $450,000 was expended to pay the financing team and cover Other
issuance costs.

» Finally, the city received from the bond proceeds the $40,000 to
reimburse itself for monies it spent developing the program, as well as
$100,000 which it planned to use to cover ongoing administrative
costs (See: INCENTIVE PROGRAM CONCEPT)

PROGRAM DEVET

Long Beach’s program might better be called an enabling rather than an incentive program.
As the city bad not provided any financial assistance to owners of buildings classified by its
ordinance as “more dangerous™ and “most dangerous,” it saw no reason to provide such
assistance to owners of the “least dangerous™ structures. While the city ruled out any type of
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subsidy program, however, it was not oblivious to the economic realities of the day. The
poor real estate market, the slowing economy and the industry-wide problems of banks made
it more difficult for the remaining class of owners to find private financing for retrofitting
projects. The city felt that its most suitable function would be to obtain financing for the
owners while steering clear of any responsibility for repayment. The best means of
accomplishing Long Beach’s objectives was determined to be a bond financing based upon
the formation of an assessment district.

While assessment bonds of the type contemplated were commonly used by cities throughout
California for other purposes, they had never before been publicly issued to finance repairs of
privately owned structures. The uniqueness of this purpose made the assessment bond
issnance process far more complicated than would normally be expected. New ground had to
be broken on many fronts, a process which ended up taking 18 months rather than the 3 to 6
months more commonly spent on assessment financings. While developing an appropriate
legal structure was challenging, the most difficult aspect of the development process
involved qualifying the properties for participation in the district.

One issue which needed to be addressed was the status of applicant owners’ property tax
payments. As the assessments would be paid with property taxes (See: INCENTIVE PROGRAM
CONCEPT), it was important to show that members of the district were current with their tax
payments. To many people’s surprise, it turned out that nearly one third of the applicants
were delinquent on their tax payments, primarily as a result of a supplemental assessment
that had been levied a number of years prior but for which the property-owners had never
been billed. The screening process for owners delmquent on property tax payments caused
about 12 applicants to drop out of the process.

As investors in assessment bonds are secured by the property upon which the lien is assessed,
an important ratio in an assessment financing is the value-to-lien ratio. This ratio suggests to
investors how much might be recouped from the sale of a property if its owner defaults on
the assessment. (For foreclosure procedutes se¢ INCENTIVE PROGRAM CONCEPT) Typically,
investors will require that assessment districts contain properties with minimum value-to-lien
ratios of 3.0 to 1. Long Beach’s financing team established a minimum 2.5 to 1 ratio,
although a small number of propertics with lower ratios were accepted into the district.

Typically, property values are determined by appraisal. Obtaining appraisals, however, can
be expensive and time-consuming. The city’s financial advisor devised a valuation method
designed to minimize the number of properties for which appraisals would be required. Asa
first step, based on the assumption that a property’s market value is always higher than its
assessed value, an applicant’s value-to-lien ratio was calculated using the property’s assessed
value. If the resulting ratio was 2.5 to 1 or higher, the property qualified for inclusion in the
district.
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The next test developed a proxy for market value by discounting the property’s assessed
value by 2% for each year since its most recent assessment, and increasing the resulting
number to more accurately reflect changes in market value since the date of that assessment.
The derived market value was then used to calculate the value-to-lien ratio. The procedure
turned out to be extremely complex, but did attain the desired result as all but 50 parcels met
the minimum valug-to-lien ratio and were able to forego formal appraisals. The remaining
parcels underwent a valuation process by a city approved MAI (Master Appraisal Institute}
appraisal and in each case the valuation provided the necessary coverage. The following
table illustrates the value-to-lien ratios of parcels which comprise the district, using both the
assessed value and the derived or appraised market value.

In addition to evaluating owners’ applications, Long Beach had to take certain steps to effect
the bond issue. For legal as well as policy reasons, it was very important 1o make clear that
the program being developed by the city was intended not to provide benefit to private
owners but to address a public safety issue. Long Beach, which is a charter city, also needed
fo grant itself the powers necessary to form the assessment district. Accordingly, Chapter
3.52 was added to the city’s municipal code specifically for the purpose of providing
financing mechanisms to help lower the costs of private improvements required to be made
to buildings in the city which fail to meet the minimum seismic and public safety
requirements of the code. The new chapter established procedures for the issuance and sale
of bonds, the formation of assessment districts, and the levying of assessments on properties,
incorporating certain provisions of the Improvement Bond Act of 1915 and the Municipal
Improvement Act of 1913, the acts allowing formation of Special Assessment districts (See:
LOCAL GOVERNMENT FINANCING OPTIONS - SPECIAL ASSESSMENT DISTRICTS) Note that the amended
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code established these procedures to assist in the financing of public safety improvements to
private properties within the city, improvements which include but (theoretically) are not
limited to seismic retrofitting.

PROGRAM EFFECTIVENESS

About one quarter of the city’s 506 remaining URMs were included in the assessment district
and will be retrofitted using the proceeds of the bond issue. Long Beach is now considering
forming a second assessment district and floating another bond issue. About 40 property
owners who failed to sign-up in time for the first assessment district have applied for
inclusion in the second. It appears the second bond issue would be about 10% the size of the
first one.

PROGRAM STRENGTH

The primary advantage of the program to the city lies in the fact that Long Beach is able to
provide owners with financing while retaining no repayment liability. Although the program
does require ongoing monitoring and administration, these costs are fully covered by the
assessments levied on the parcels receiving the financing. Because the program is privately
financed and full financial responsibility lies with the property owners, the projects are not.
subject to regulations applied to public funds such as Davis-Bacon wage requirements. Itis
helpful too that the application process for property-owners is relatively simple and
participation is optional.

KEYS TO SUCCESS

The effectiveness of Long Beach’s program is likely linked to the earlier success of the city’s -
retrofit efforts. Long Beach had a reputation for holding the line with URM owners.
Buildings in the “most dangerous” and “more dangerous” categories which had failed to
meet the earlier retrofit deadlines were razed by the city. This let URM owners know that the
city was serious about its retrofit program.

- Long Beach also has a great deal of experience in dealing with URMs. The issue is very well
understood by staff, elected officials, and the public at large. As a result, very little
controversy surrounded the city’s development of its program.
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By establishing this program, the city was merely offering an alternative to owners who
could not find long-term financing. It was helpful too that the aggregate project size was
large, so that the fixed costs of developing and administering the program could be shared
among many owners. The city and its financing team also did a thorcugh job of marketing
this financing optiocn and convincing URM owners to sign up for membership in the
assessment district. Having learned from its first issue, should it go ahead with the second
Long Beach will pay particular attention to ensuring that owners understand fully the nature
of their commitments and those of the city. The city found this to be the most difficult, vet
the most crucial, aspect of the financing process.

Finally, the city showed a great deal of flexibility in its willingness to experiment with an
untried method of financing. Long Beach exhibited a tremendous amount of patience as the
financing team struggled to develop the program, a process which took 2 to 3 times as long
as originally expected.

It is often said that Long Beach was able to develop this project because it is a charter city.
While this was considered a key factor at that time, Long Beach’s bond counsel now believes

that general law cities too can use Special Assessment financing to fund retrofit programs
{See: LOCAL GOVERNMENT FINANCING OPTIONS - SPECIAL ASSESSMENT DISTRICT).

EXHIBITS

+ Sample letters to property owners sent over the course of the financing process.

CONTACTS
David Lewis Rehabilitation Officer (310) 590-6879
Richard Hilde City Treasurer (310) 590-6845
Tim Schaefer Financial Advisor {714} 545-1212
Masood Sohaili Bond Counsel {213} 669-6692
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CITY OF LONG BEACH

DEPARTMENT OF COMMUNITY DEVELOPMENT

LTI

133 WEST OCEAN SOULEVARD 8 LONG BEACH CALIFORNIA 50812 @ 21 1550-5241

January 5, 19%0

according to our records, yon are the owner of property
which has been identified by the Department of Planning and
Building of the City of Long Beach as requiring certaim
repairs to meet the City's seismic code by 199L.

The City is considering the feasibility of a bond issue ko
make funds available to property owners for the reguired
seismic repairs. If such an issue is found to be feasible
and desirable, we are of the opinion that funds could b=
made available under the following general conditions:

el Interest rate would be within the market range of first
mortgages.
o There would be a pro rata commitment fee reguired to

pay for initial costs of issuing the konds.

o Funds would be repaid on a2 monthly basis owver a 30-year
term at a fixed rate.

o Security for the funds wonld be an assessment district
lien on the property. This form of lien would be in a
superior pogition to any existing mortgage.

o The funds may only be used for work required for
selsmic repairs and cannot be used for general repairs
and improvements,

If you have not yet finalized your financing for the seismic
repairs to your property and if you may be interested in the

bond program, we would like to discuss it with you further.

We do think the bond financing offers some district
zdvantages, particularly the interest rate and the 30-year
erm.
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LONG BELCH

:rghwdm TV ¢ SRMENT

LI S

Dear Interestea Frorperty Owner:

This letter is to inferm you cf the progress made to date in
preparing to issue bonds to assist iIn financing seismic
repairs to ysur property. At the same fime, we need tc let
yecu know cf informatien we will reguire from you and the
date for you to submit that information. :

on May 8, 1990 the City Council approved the first readins
cf the  Preccedural Crdinance providing guidelines or
establishing the assessment district. The second reading of
the Ordinance occcurred on May 15, 1%90. The next step in

-~

=he public process will occur in early August 1990, when the
ity Council will consider the Resolution of Intention to
form the assessment district. We s=111 expect bonds to
finance seismic improvements to be sold November 1990,

The next major step for you as a property owner interested
in uulllzing the bond financing 1is to <complete an
engineering analysis of your bulldlng as soon as possible.
For your continued participatien in the beond program, we
will regquire a report, signed by an engineer or an architect
licensed ky the State of California, to be submitted to the
City by June 29, 1990, This report 1is tc include a
description of vour existing building, what work needs tc be
donhe tc the building to bring it into compliance with the
City's seismic code, and an accurate estimate of the cost of
the work. At the same time, by June 28, 1880, you must also
submit your Good Faith Deposit of $1,000 per building.

Many of you are aware that the City Council will consider an
amendment to the City's Seismic Ordinance. Scme cf you are
alsc of the opinion that should the amendment be appreoved,
there may be cost savings in making repairs to -your
building. This opinion has led some property owners to want
<o delay engineering analysis of their buildings until the
City Council has acted on the proposed amendment. It should

. be emphasized that the proposed amendment does not extend:
the time period to make the repairs.

We believe any delays in preceeding with the engineering
work is not in <the best interest as to time for those
property owners_wishing to participate in the bond financing
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rrogram. In order To meet out schedule T2 s2ill bonds, andg
rour schedule To make repairs +o your building, we nesi to
rroceed on our current schedule. Therefore. we suggest thasz
Your engineer or architect describe work To be dons, and
estimata the <ost ¢©f that work, under the existin ]

Tris should be the cost estimate you sSubmit o us o
2%, 18%0. Subseguently, if the City does amend the
Code and the cost of repairs to your puilding is iess than
the original estimate, we will allow a one-time reduczicn of

the cost to repair just pricr to selling the bonds.

We will be holding a meeting ¢f all interested rproperty
owners on Tuesday, June 1z, 1890 at +the Facific Coast Club,
430 Pine Avenue, in downtown long Beach. . The purpese cf the
meeting is to further bring you up to &ate on our progress
in this matter, and t¢ answer any QUesTictns vou may have.

In the meantime, if you need information cr have questions,
rlease call me st {213) 380=-887%

Sinceraly,
R N
N A D - e

DAVID D. LEWIS S~
Redeveleopment Project Officer

DDL:bp
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CITY OF LOYG BEACH

DEPARTMENT OF COMMUNITY DEVELOPMENT
333 WEST OCEAN BOULEYARD @ LONG BEACH. CALFORNIA 90802 @ (213)590-6841

September 11, 1990

Dear Property Owner:

This letter is to advise you that we have received your
complete application for seismic bond financing te make the
regquired repairs to your property located at
in Long  Beach. That Property has been included in the
preliminary Assessment Engineer's Report: the estimated cost

to repair, upon which the property  assessment is to be
based, is .

On September 4, 1990 the City Council adeopted the Resoluticn
of Intention to Form an Assessment District and approved the
preliminary Assessment Engineer's Report. The Council also
consented +to hold a public’ hearing on the proposed
assessment district. The public hearing will be held at
10:30 a.m., Tuesday, October 16, 1950 in the Council Chamber
in City Hall, 333 West Ccean Boulevard,

We are continuing to work with a financial censultant to
complete the structure ¢f the bond issue., At the present

time, there appear to be some conditions of the bond sale
about which we want to inform you.

1. The cost of issuing the bonds appears to be.
approximately 3.58% of the cost <to repair, This
amount covers all legal and administrative expenses
and inecludes the bond underwriters Zfee.

2. There must be included in the bond issue an amount
eqgqual to 10% of the cost to repair for a reserve
fund. The purpose of this fund is to cover any
short-term cash flow problems in making payments to
the bond buyers which might otherwise occur should
any property owner default in making the annual
assessment payment. If a default does occur and the
reserve fund must be used to any degree, the fund
will be vrepaid once the default 1is cured. This
reserve fund will be invested, and <%the interest
earned will be credited to each assessment on a pro
rata basis. At the end of the repayment period,
vour share of the reserve fund will ze used toward
making the final payments on your assessment levy.

3. Also t0o pe included in the rond issue is the first

vear's interest on the money to be used. You will
not ke regulred T2 make any payment cf +the funds
used o repair vaur Croperty until

lecember 13, 1291. However, you will have initial
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Page 2

use of those funds approximateiy one vear sarlier.
Therzfore, the interest payment to the bondholders

for the first year must be included in the bond
issua.

As we had advised you earlier, we will allow a2 one-time
adjustment of your estimate of the cost ta rEDALY YOur
Property. If you wish to change +the estimate you have
already submitted, we ask yon to submit any change before
September 30, 13%0. If we do not receive direcricn frem you
te change your sestimate, we will include <the cUrrent
estimate in the final Assessment Fngineer's Report, and your
assessment levy will be hased opn that apmounct.

If you have any guestions in this matter, please feel fres
to call me at 5%0-887%9,

gggcerely, - R

2! Pl

; ;.\ i.‘;"\ = T
1 L,)?_ &_‘«{, ,l:“L_r .w{/’- AT

DAVID D. LEWIS
REDEVELOFMENT PRQJECT OFFICER

DDL:dm
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(ITY OF LOYG BEACH

DEPARTMENT OF COMMUNITY DEVELOPMENT
333 WEST OCEAN BOULEYARD # LONG BEACH, CALIFDANIA 30802 @ (213)590-6841

T

September 27, 1990

Dear Property Owner:

As we had informed all property owners earlier, one of the
primary underwriting conditions for the sale of bonds for
seismic repair is that the market value of the property to
be repaired be at least 3 times the actual cost of repairs.

In attempting to estimate the market value of the

“participating properties, we began by identifying the
current assessed value for each property. We then adjusted
the assessed value, taking into account the year the
Pproperty was purchased by the current owner and the overall
average annual increase of assessed values in the Long Beach
area. We have also determined that wvalue to llen ratios of
2.5 to 1 are sufficient for this program.

Based on the analysls described above, your property located

at has an adjusted assessed
valuation for purposes of this bond financing program only
of §. . Your estimated cost to repair
your property is . This results in a wvalue

to lien ratio of

, which is }elow the
acceptable ratio of 2.5 to 1.

We recognize that the assessed value of real property is not
necessarily the true market value. It is, however, the only
information we have readily available.

If you have any reliable information that will help us
estaklish the estimated market value for your preoperty, it
would be most appreciated. - Such information could be an
appraisal undertaken by a professiocnal appraiser for any
purpose, such as a loan or refinancing, within the last 18
months or verification of a purchase price within the past
two years. Any valid information will greatly assist us in
this process. Please submit such information to us no later
than October 12, 1990. ’

For these properties where no other reliable data is
available, we may undertake a "letter-opinion" appraisal of
the property or other alternatives to establish the value of
the property. If there remain properties which, after

Sexsmxc Retroi‘it Incentive Programs
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Property Owner
September 27, 199G
Page 2

undertaking all of the above described analyses, still falil
below an acceptable walue to lien ratioc of 2.5 to 1, we wiil
be forced to exclude those properties from the bond
financing program.

Thank you for your assistance. If you hawve any guestions in
this matter, please call me at (213) 5%90-8879.

Sincerely,

ﬂ%? A JC M&w

DANID D. LEWIS
REHABILITATION OFFICER

CDL:dm
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CITY OF LONG BEACH

DEPARTMENT OF COMMUNITY DEVELOPMENT

2331 WEST OCEAN BOULEVARD ® LONG BEACH CALIFQRNIA S0802 & (213 590-684)

December 3, 1990

Dear Property Owner:

on November 27, 1990 the City Council held a public hearing on the
formation of Earthquake Repair Assessment District # $0-3. Following
the public hearing, the Council approved the formation of the District.
The property you awn and for which you applied has been included in the
District for purpcses of financing the regquired seismic repairs.

We are cwrrently working with the .financial consultant and the bond
underwriter to finalize the terms and timing of the bond issue. We
still anticipate selling bonds in Jamuary 1991, We will keep you
informed of cur progress as we near the time of sale.

Several of you have asked specific procedural questions regarding the
flow of bond funds once the bonds are sold. First, there will be
established a oconstruction account for each of the participating
properties in the amount you have given us as your cost to repair your
building. You will be responsible for selecting your cwn cartractor to
do the repair work. As the cantractor procesds and submits irvoices to
you for payment, you will first ensure the work is campleted, to the
degree of the payment regquest, in a satisfactory manner. You should
then 'sign the imvoice and sulmit it to the Assessment Engineer, Mr.
Eugene J. Zeller. Following inspecticn of the work by the City, a check
will then be drawn and mailed, payable directly to the Contractor.

If there are funds remaining in the construction account following the
campletion and payment for all seismic repair work, those furds, for a
period not to exceed three years from the date of bond issuance, will be
applied toward the payment of the annual assessment. If there still
remain furds. in any sizeable amount after the three year pericd; they
may be used to pay off bonds.

Again, we will keep you informed as we near the sale of bonds. In the
meantime, if you have any questions, please call me at (213) 590-6879.

W%ZQ@W

DAVID D.
REHABIIITATION QFFICER

'DDL:dm
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CITY OF LoVG BEACH

DEPARTMENT OF COMMUNITY DEVELOPMENT

333 WEST OCEAN BOULEZWARD ® LONG BEACH CALIFORNIA S0B02 # 12921 590-5541

February 20, 1991

Dear Property Owner:

As you know, this past January we had expected to sell bonds
secured by the City's Earthquake Repalr Assessment District
g0=-3, which includes your property. However, our schedule
for the bond sales was prepared at a2 time when we were unahle
to predict current world events and their effect on market
conditions for cur bonds.

In December, 1390, Hexrrill Lynch & <Co. wWas selected as
underwriter for our bond issue. Their early advice to us
was that all steps must be taken to make our bond issue as
attractive as possible to the highly competitive and limited
taxable bond market, in order to get the lowest possible
interest rate £focr the property  owners. One  strong
recommendation made was to "validate” the bond issus, a
process in which the City sssentially sues itself to obtain
a judgement from the court that the City in fact has the
legal right to form the assesment district and sell these
bonds. While neither we nor our hbond counsel has eaver
questioned our right in this regard, the court judgement
provides added security to the bond buyers. This process
was begun last December, and since no challenge was filed
within the reguired time period, we expect to recelive a
favorable Jjudgement from the court the last week of this
meonth.

Another requirement of the underwriter was to determine the
current status of payment of property taxes on each of the
properties in the assessment district. Aas vou know, the
assessment lien is billed to sach property owner annually as
part of the property tax bill, and is paid together with
property taxes. The assumption of the underwriter is that
there may be a corrslation between the pattern of paying
property taxes in the past with the payment of taxes,
including assessment liene, in the future. in researching
the current statiks of property tax payments, we have
discovered that of the 338 owners in the district, 108 are
delinguent in some portion of property tax payments. Each
of those property owners will be receiving a separate letter
explaining what must be done in this situation. The process
of resclving this delinguent tax issue will, however, delay
the sale of bonds for at ieast three weeks,

Seismic Retrofif Incentive Programs
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Property owner
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We are now anticipating the sale of bonds and the
availability of funds the second or third week of April. We
regret these delays in our schedule, but they have come as a
result of factors beyond our control. We will continue to
keep you informed of our progress toward the sale of bonds.

In the meantime, I urge you, if you have not already done
so, to respond to Mr. Eugene Zeller's letter of December 28,
1990. Your response should include the status of your
construction plans for the repair work, and the fact that
you are a participant in the City's bond financing program.

~ As alwvays, if you have any questlons regarding the

assessment district or the bond program, please call me at
{(213)590-6879.

51ncerely,

&m/u( /éL %vw

David D. Lew;s
Rehabilitation Officer

DDL:gm

property.dl

Seismic Retrofit Incentive 'Prbgzams
' Fall 1992




Long Beach: Exhibits LB-11

CITY OF LOVG BELCH

DEPARTMENT OF COMMURNITY DEVELOPMENT

333 WEST GCEAN BOULEVARD W LONG BSACH CALIFCAMIL 90302 # 2131590684

Tebruary 20, 1991

Cear Property Owner:

As we continue our process ioward the sale of bonds to finance
earthquake repair to properties in Assessment District 90-3, coe of the
material disclosures reguired by the uaderwriter of the bonds is the
current status of property tax payments on each propsriy. We have just
completed our analysis of each property in the district, and, quite
frankiy, we find the results rather startling. Of 338 owners in the
District, 108 have delinquent fax paymenis.

Since the payment of the assessment Tien is directly tied to the payment
of property taxes, thers is am assumed correlation in the patiern of
property tax payments and the annual assessment payment. Property
owners Wwith delinguent tax payments who wish to remain in the district
will be reguired to bring their property taxes current immediately.

Accaording to the information we have received from our tax service
consuitant, you have a deliinquent tax baltance dus on your properiy,
located at , of § . If you wish to remain
in the Earthguake Repair Assessment District $0-3 and have seismic
repairs io your building paid with bond proceeds, you must pay all
deiinquent taxes on your property no Tater than March 15, 1991.
Thereafter, you must pay your property taxes when they become due,
because the private bondhoiders who are providing the funds for repair
work do so as an investment and expect to be repaid on a timely basis.
Therefors, if property taxes are not paid when due, the City is
cbligated for the benefit of the bondholders ito commence foraclosure
procesdings within 90 days. ’

To remain in the Assessment District, vou must, as noied above, pay all
back taxes by March 15, 19%1. You must alsg, by HMarch 15, 1991, send to
me at the address on this letter ewidence of payment of all back taxes.
if pur infarmation is in error, piease send me documentation that the
taxes have been paid. If we dg not hear from you at &13 by March 15.
1991. we will be forced io dron vour properiy from the Bisirict.

We are sorry for this inconvenience, but this is an urgent matfer which
must be vresglved. If you have any questions, please call me at
(213} 590-68749.
Thank you for your assistance.
Sincerely,  _ -

N g N T
LIl el X7 e

David 0. Lewis
Rehabilitation Officer
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(ITY OF LOXG BELCH

333 WEST OCEAN BOULEVARD @ LONG BEACH, CALIFOANIA 50802 # (2731 590-6B41

June 21, 1991

Dear Property Owner:

We are pleased to advise you that the bonds to finance the
structural repairs to be made on your property pursuant to
the provisions of the City of Long Beach Earthquake Repair
Assessment  District No. 90~-3 have been sold and the funds
are now deposited with the City. The interest rate on the

- bonds . is 11.3%, and the term is 24 years, We were
disappointed that  the ‘interest rate was higher than
ariginally expected, but in today's economic conditions,
that was the best rate submitted by potential buyers.

It is expected that the Property Improvement accounts will
be established by June 24, 1991 and owners may then begin
submitting requests for payment. Requests for payment .are
to be made to Mr. Dick Hilde, city Treasurer, city Hall, 333
West Ocean Boulevard, Long Beach $0802.

The process for making your requests for payment.  is to
.complete the Payment Request Form (copies enclosed), and to
attach a duplicate original of the invoice or statement for
which payment is requested. If you have already paid the
invoice or statement, it must be stamped or marked "Paid in
Full" by the vendor and then submitted for payment. The-
payment check will then be made out directly to you . 1If
the inveoice or statement has not been paid by you, we will
pay the vendor directly.

-Requests for payment will be processed by the  City twice
each menth, on the 1st and the 215th. Those requests
received by the City between the 1st and 15th ¢f each month
will be processed on the 15th, and those received between
the 15th and 31st will be processed on the lst of the next
month. In most cases payments will ke mailed cut from 7 to
10 days folleowing the date processing began. -

As you know, theése funds may be used only for seismic repair
work., Do not submit inveices for work that is not a part of
your seismic repair. Periodic inspections will be made by.
‘the City's Superlntendent of Bulldlng to. ensure that all

work for which payment is requested is required for seismic
repair.

Seismic Retrofit Incentive Programs
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BACKGROUND

The City of Palo Alto, located 30 miles south of San Francisco in Santa Clara County, extends
from San Francisco Bay to the lower foothills of the Santa Cruz mountain range. The city is the
home of Stanford University. Santa Clara County’s “Silicon Valley,” renowned for its high
technology industry, has its roots in Palo Alto which includes the Hewlett-Packard Corporation
among its corporate residents. First incorporated in the mid 1800s, Palo Alto grew by adding
discrete sites so that today it includes 43 individual named neighborhoods. Most of the city’s
retail businesses are concentrated in 5 major commercial zones, 1 of which is a large shopping
center and another the traditional downtown.

The city identified 91 buildings as potentially hazardous. Of the potentially hazardous buildings
identified, 46 are unreinforced masonry buildings (URMs) located in Palo Alto®sdowntown area.
The buildings are primarily commercial in use, and include, for example, office buildings, a
theater, a restaurant, and a supermarket.

Seismic Retrofit Incentive Programs
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Palo Alto’s ordinance emphasizes identification rather than mitigation, establishing the city’s
“Seismic Hazards Identification Program.” Three categories of buildings are covered by the
ordinance: |

(1) Buildings constructed of unreinforced masonry (except for those smaller
than 1900 square feet with 6 or fewer occupants),

.(2) Buildings constructed prior to January 1, 1935 containing 100 or more
occupants, and

.(3) Buildings constructed prior to August 1, 1976 containing 30() or more
occupants.

Exceptions are made for those buildings which have been siructurally upgraded in accordance
either withthe Los Angeles Division 88 Standard for URM buildings or the 1973, or later, edition
of the Uniform Building Code.

Owners of buildings in the listed categories are required to submit to the Building Inspection
Division of the city detailed engineering reports describing the potential for damage to their
structure in the event of an earthquake. The reports are to be prepared by professional structural
or civil engineers hired by the building owner.

The city’s Building Inspection Division is instructed to notify owners of their responsibilities
under the ordinance. The owners are to be notified within 6 months of enactment of the
ordinance; however, owners of historic buildings are to receive notice following an 18 month
delay to allow them more time to prepare. Engineering reports for URM’s (category 1) are due
1 1/2 years from mailed notice, pre-1935 buildings (category 2) are due within 2 years, and
pre-1976 buildings (category 3) are due within 2 1/2 years of mailed notice. Within 1 year of
submitting the report the owner also must submit to the Building Inspection Division a letter of
intent describing plans for takm g care of any deficiency.

Upon receipt of an owner’s report the Building Inspection Division, with the aid of civil or
structural engineers, reviews the report to ensure it conforms with the ordinance’s requirements.
The report is then made available to all interested individuals. The owner is responsible for
notifying tenants, in writing, within 30 days of its submission, that the report is complete and on
- file with the city. A semiannual status report is to be prepared by the chief building official for
distribution to the City Council, discussing the number of buildings analyzed, the severity of
structural inadequacies discovered, and any corrective actions undertaken by owners.
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Building owners who violate the ordinance are guilty of a misdemeanor punishable by a fine of
$500, or by imprisonment in the County jail for a term not to exceed 6 months, or both, for each
day they are out of compliance.

INCENTIVE PROGRAM CONCEPT

Palo Alto’s approach includes both incentive and pressure to retrofit, Shortly after adopting its
retrofit ordinance, the city enacted zoning changes designed to provide incentives for owners of
hazardous buildings who are considering retrofitting, The zoning incentives provide that an
owner who sirengthens a building may add 2,500 square feet or 25% of the existing usable floor
area, whichever is greater, up to a maximum zoning floor area ratio of 3:1, and remain exempt
from on-site parking requirements.

The “stick” embedded in Palo Alto’s program is its reguirement that the engineering reports
submitted by building owners be made a matter of public record. Palo Alto’s residents are
generally highly educated and very likely to take an interest in, and do something with, such
information. The city also believes that publicizing a building’s seismic deficiencies could affect
its resale and rental values, its eligibility for refinancing, and the cost of purchasing earthquake
insurance. The city felt these financial considerations would lead at Ieast some building owners
to retrofit voluntarily.

PROGRAM RESOURCE REQUIREMENTS

The Chief Building Official of the city of Palo Alto, was the individual whe spent the most tme
ondeveloping the city’s ordinance, which tock 4 years. He was supported in thiseifort by a civil
engineering consultant and a 12 member citizen advisory committee. Outside of staff time and
related expenses, there were no costs associated with development of the program. Ongoing
resource requirements also are minimal: the city’s building official must receive and review the
engineers reports prepared by the owners, and report to the city council semi-annually on the
number of buildings analyzed. The Building Inspection Division is instructed to hire civil or
structural engineers to help with report reviews. The cost of the review is recovered from fees
assessed upon the owners based on the time required for the review. Ultimately the city will bear
all or a portion of the review costs, as the amount collected from owners will be deducted from
the plan checking fee for construction work which deals directly with correcting deficiencies
identified in the reports.

Seismic Retrofit Incentive Programs
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PROGRAM DEVELOPMENT

The process of drafting Palo Alto’s ordinance began in December 1981. The intention at the time
was to pass an ordinance making retrofitting mandatory. The city recognized that a mandatory
ordinance could have a negative financial impact on owners but decided against providing any
financial assistance. When the first ordinance, which mandated retrofitting, was presented by
staff to the city council, the outcry from the business community and the general public led the
council to vote against the measure in April 1982.

The city was criticized for not including affected members of the community in the discussion
and development of the ordinance. Accordingly, the council directed staff to “establish a
citizen’s. committee to recommend an economical, practical and cost-effective method of
reducing seismic hazards in Palo Alto”. At least 2 structural engineers and an architect had to
be included on the committee. The citizen’s committee included representatives of the Chamber
of Commerce, the Board of Realtors, the Downtown Merchants Association, Downtown Palo
AltoInc., the California Avenue Area District Association, the Planning Commission, Architectural
Review Board and Historic Resources Board. This committee was able torepresent the concerns
of all the groups affected by the proposed ordinance and provided a vehicle for compromise
before the issue would return to the council for a vote.

The citizen’s committee and city staff switched their emphasis to development of a voluntary
retrofit ordinance, despite the strong opposition of the city’s building inspector. Negotiations
then began covering, for example, such issues as building classification: although a system
tdentifying 6 different types of hazardous buildings was originally proposed, in the end the
committee agreed to divided affected buildings into 3 classes. After 2 years the city’s staff and
the citizens’ committee were able to reach a compromise plan for a voluntary ordinance. InJune
of 1684 the city council unanimously approved the plan and instructed staff to begin work on an
ordinance. The ordinance was adopted b)f council vote in January, 1986.

PROGRAM EFFECTIVENE

The results to date of Palo Alto’s program are illustrated in the table below. FOliI_' projects have
requested the zoning waiver, one of which is under construction and anothér in the building
permit process. Nearly half of the buildings for which engineering reports have been submitted
have been retrofitted even though that is not mandatory. In addition nearly as. many buildings
not covered by the ordinance have been retrofitted. :
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PROGRAM STRENGTHS

Palo Alto’s approach promotes retrofitting while requiring virtually no incremental staff time or
expenditure. From the owners perspective, the fact thatthere is nodeadline forretrofitting means
that they can pursue such projects when it is most convenient, when for example leases expire,
building uses change or ownership is tfransferred.

KEYS TQ SUCCESS

As Palo Alto leamned from its experience, involvement of the community in drafting the
ordinance was critical to its passage. Palo Alto also relies upon the vigilance of its citizens to
encourage building owners to correct deficiencies. Without an active community, making the
engineering reports generally available would not inspire retrofitting. It is also helpful that Palo
Altois arelatively wealthy community with a thriving downtown, so that given enough time and
flexibility owners of hazardous structures generally can find financing for the necessary
construction.

Many people believe the zoning incentives offered by Palo Alto had much to do with the
program’s success but it appears that, after an initial flurry of interest, the expansion incentive
has not been widely used.

Seismic Retrofit Incentive Programs
Fall 1992




40

@

EXHIBITS
City of Palo Alto Ordinance #3666

CONTACTS

Fred Herman * Chief Building Official

REFER TO

(415) 329-2550

Earthquake Hazard Identification and Voluntary Mitigation: Palo Alto’s City Ordinance, by
Fred Herman, James Russell, Stanley Scott and Roland Sharpe, December 1990, SSC 90-05.
Published by the Seismic Safety Commission of the State of California; see CONTACTS)

Seismic Retrofit Incentive Programs '

Fall 1992




CITY OF PALO ALTO

EXHIBITS

Seismic Retrofit Incentive Programs

Fall 1952




Palo Altg: Exhibits PA-1

ORDINANCE NO. 2666
ORDINANCE OF THE COUNCIL OF THE CITY OF PALD ALTO
ADDING CHAPTER 16.42 TO THE PALO ALTO MUNICIPAL
CODE SETTING FORTH A SEISMIC HAZARDS IDEMTIFICATICH
PROGRAM

WHEREAS, the Palo Alto Comprehensive Plan has a Seismic
Safety Element which calls for the City to implement measures to
lessen risk to human iife and property in the even:t of an earth-
gquake (Environmental Resgurces Policy 14, Program 47); and

WHEREAS, the City Council establisned a Seismic Hazard Com-
mittee made up of engineers, architects and property ownsrs to
thorcughly explore possible seismic hazard programs: and

WHEREAS, the City Council has concluded that it wishes to
implement a seismic hazards identification program to reguire
certain building owners to investigate the potential hazards of
their buildings: and

WHEREAS, such a seismic hazards identification program is
consistent with California Health and Safety Code sections 19160-
13169,

NOW, THEREFORE, the Council of the City of Palo Alto does
ORDAIN as follows:

SECTION 1. Chapter 16.42 is hereby added toc the Pale Alto
Municipal Code to read:

Chapter 16.42
SEISMIC HAZARDS IDENTIFICATION PROGRAM

Sections:

16.42.01% Purpose.

16.42.,020 pefinitions.

16.42.030 Scope of program.

16.42.040 Building categoriles and implementation
scheduls.

16.42.050 Engineering reports.

16.42.060 Review of reports.

16.42.07¢ Responsibilities of the building owners.

15.42.080 Program status reports to the City
Council.

16.42.090 Remedies.

i6.42.010 Purpose. It is found and declared
that in the event of a strong or moderate local earth-
guake, loss of life or serious injury may reswult from
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damage to or cbllapse of buildings ir Pdle Alto. It is
generally acknowledged that Palo Alte will experience
garthquakes -'in the future due to its proximity to both
the San Andreas and Hayward faults. The purpose of this
ordinance is to promote public safety by identifying
those. buildings in Palo Alto which exhibit structural
deficiencies and by accurately determining the severity
and extent of those deficiencies in relation to their
potential for causing loss of life or injury. The City
Council finds it desirable to identify the hazards that
these deficiencies may pose to occupants of buildings
and pedestrians in the event of an earthquakKe. Such a
seismic  hazards identification program 1s consistent
with California Health and Safety Code sections 19160-
19169 and is  necessary to implement the Palo Alto
Comprehensive Plan's Environmental Resources Pollcy 14,
Program 47.

16.42.020 Definitions. . {a) ~ ®"Bearing wall"
means any wall supporting a floor or roof. where the
total superimposed load exceeds one hundred (100) pounds
per linear foot, or any unreinforced masornry wall sup-
porting its own weight when over six (6) feet in height.

() "Building," for the purpose of determining
occupant ‘load, means any contiguous or interconnected
structure; for purposes of engineering evaluation, means
the entire structure or a portion thereof which will
respond to seismic¢ forces as a unit.

{c) "Capacity for transfer®™ means .the maximum
allowable capacity of a structural system or connéction
to resist in a ductile manner the lateral forces it
would encouriter due to earthquake forces.

(@) "Civil engineer or structural engineer®™ means
a licensed civil or structural engineer registered by
the State o©f California pursuant- to the rules .and
requlations of Title 16,  Chapter 5 of the California
Administrative Code. ’ )

{e) "External hazard” means an object attached to
or forming the exterior facade of -a building which may
fall onto pedestrians or occupants of adjacent build-
ings. Examples of this type of hazard xnclude, but are
not limited to, the following:

1. Nonstructural exterior wall panels, such as
masonry infill or decorative precast concrete.

2. Parapets.
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3. Marguees, awnings or other roof-like projec-
tions from a building.

4. Masonry or stone wall wveneer and wall orna-
mentation, including cornices or other decorative
appendages.

5. HMasonry chimneys.

-

6. Tile roofing.

7. Wall signs and exterior lighting fixtures hung
from a building exterior,

8. Fire escapes or balconiss.

{f) "Geometry" means a building’'s shape or con-
figuration, including setbacks of wall/column lines,
rgentrant coraers, discontinuities in wvertical and
horizontal lateral force diaphragms, open storefront and
building stiffness wvariations due to the distribution of
resisting elements or the use of materials of differing
properties within the same structural element, or other
irregularities in plan or elevation.

(gl "Occupants® means the total occcupant load of a
building determined by Table 33-2 of the 18973 wuniform
Building Code or the actual maximum number of occcupants
in that building if that number is less than seventy-
five percent (75%7 of the number determined by using
Table 33-a4. The number of actual occupants may be docu-
mented by counting actual seating capacity if permanent
seating is provided in the cccupancy, or by employee and
client counts which can be substantiated as a practical
maximum use of the space in the building. The chief
building official will establish the procedure for docu-
menting occupant loads.

(hY "solution® means any justifiahle method that
will prowide for the transfer cf lateral forces through
a system or conpection to a degree which will substan-
£ially eliminate a potential collapse failure. A
general description of the methods and materials to be
used shall be included in sufficient detail to allow for
a cost esstimate of the solution to be made (i.e., adding
shear walls, overlaying horizontal diaphragms, strength-
ening critical connections, etc.}.

{i}) "Unreinforced masonry {URM}" building means
any building containing walls constructed wholly or
partially with any of the fellowing materials:
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1. Unreinforced brick masonry.

2. Unreinforced concrete masonry.
3. Hollow clay tile,

4. Adobe or unburned clay masonry,

16.42.030 Scope of program, (a) aApplicability,
The followinj buildings in Palo Alto shall be reguired
to have an engineering report submitted to the City's
Building Inspection Division, pursuant to sectilon
16.42.050, to determine: (i} the existence, nature and
extent of structural deficiencies which could result in
collapse or partial cellapse of the building; and (ii)
the existence, nature and extent of deficiencies in the
anchoring of external hazards:

1. Buildings constructed of unreinforced masonry
(URM), except those ¢f less than one thousand and nine
hundred (1,900) sqguare feet containing six (6) or fewer
occupants. '

2. Buildinags constructed prier to January 1, 1935
containing ons hundred (100) or more occupants.

3. Buildings constructed prior to August 1, 1976
containing three hundred (300) or more occcupants.

. {b) Exemptions, The following buildings need not
comply with this ordinance:

1., Buildings which have been structurally upgraded
in substantial accordance with either the Los Angeles
Division 88 Standard for URM buildings or the 1973, or
later, edition of the Uniform Building Code.

2. Buildings whose uses are subject to amortiza-
tion under this ceode; provided that, upon the termina-
tion of the nonconforming use, such a building shall be
required to be rehabilitated to the then current lateral
force reguirements in the Uniform Building Code prior to
occupancy by a conforming use.

16.42.040 Building categories and implementation
schedule. (a) Building Categories. The categories
cf buildings within the scope of this ordinance are set
forth in Table A, below,

(b) Owner Notification. The owners of buildings
in categories I through III, except those designated as
historic buildings, shall be notified within six (6}

4.
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months of enactment of this ordinance by the Building
Inspection Division of the City of Palo Alto that their
buildings are reguired tc have an engineering repor:
submicted to the City. Owners of designated historic
buildings, as defined in Chapter 16.49, shall be noti-
fied within eighteen (18) months of enactment of this
crdinance.

e} Implementation Schedule. The owners of build-
ings in categories I through III must submit engineering
reports within the time frame set out in Table &, below,
from the date of mailed notice bv the City.

TABLE A
ENGINEERING
REPCRT SUBMITTED
WITHIN DATE OF
MATLED NOTICE
CATEGDRY DESCRIPTION {IN YEARS}
I ALl URM buildings. 1 1/2
I3 All pre-1935 pbuildings other 2
than URM with 100 occupants
O MOTreE.
itt a1l buildings with 300 2 1/2

occupants Or mors con-
structed between January 1,
1935 and August 1976.

16.42,050 Engineering reports. {a) Preparation
of Reports. Building owners shall employ a civil or
structural engineer to prepare the investigation and
engineering report cuktlined below,

(B1] Purpose. To investigate, in a thorough and
unambigucus £fashion, a building's structural systems
that resist the Eforces imposed by earthguakes and to
determine if any individual portion or combination of
these systems 1s inadequate to prevent a struoctural
Eailure (collapse or partial collapse}.

{c} General. Each building shall be treated as an
individual case without prejudice or comparison to
similar type or age buildings which may have greater or
lesser earthguake resistance, Generalities or sterso-
types are to be avoided in the evaluation process by

5.
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focusihg on the specifics of the structural system of
the building in question and the local geology of the
land on which the building is constructed.

(d) Level of Investigation. Some buildings will
require extensive testing and field investigation to
uncover potential structural deficiencies, while others
will allow the same level of overall evaluation by a
less complicated process due to simplicity of design or
the availability of original or subsequent alteration
design and construction documents.

It is the responsibility of the engineer performing
the evaluation to choose the appropriate level of inves-
tigation which will produce a report that is complete
and can serve as a sound basis for a ¢onclusion on the
collapse hazard the building may present.

(e} Pormat ' for the Report. The following is a
basic outline of the format each engineering report
should follow. This outline is not to be construed to
be a constraint on the professional preparing the re-
port, but rather to provide a skeleton framework within
which- individual approaches to assembling the informa-
tion required by the ordinance may be accomplished. It
also will serve as a means for the City to evaluate the
completeness of each report. '

1. General Information. A description of the
building including: (i) the street address; (ii) the
type of occupancy use within' the building, with separate
uses that generate different occupant loads indicated on’
a plan showing the square footage of each different use;
{(iii) plans and elevations showing the 1location, type
and extent of lateral force resisting elements in the
building (both horizontal and vertical elements); (iv) a
description of the construction materials used in the
structural elements and information regarding their pre-
sént eondition; (v) the date of original construction,
if known, and the date, if known, of any subsequent
additions or substantial structural alterations of the
building; and (vi) the name and address of the original
designer and contractor, if Xknown, and the name and
address of the designer and contractor, if known, for
any subsequent additions. ‘or substantial structural
alterations. :

2. Investigation and Evaluation of Structural
Systems. All. items to be investigated and the methods
of investigation for each type of building under consid-
eration are contained in Appendices A and B, available
from the City's Building Inspection Division.

6.
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3. Test Reports. All field and laboratory test
results shall be included in the report. Ewvaluation of
the significance of these test results shall be made
with regard to each structural svstem or typical connec-
tion being evaluated. <This evaluation may be limited to
2 statement of the adegquacy or inadequacy of the system
or connection based on thes lateral load demand it would
be required %o resist by calculation. If tests reweal
inadeguacy, a conceptuzal solution must be included in
the report. :

4., Conclusions. Based on the demand/capacity
ratio and the specific evaluation items conktained in
Appendices A or B, & statement shall be orovided
explaining the owverall significance of the deficiencies
found to exist in the building®s lateral force resisting
system regarding potential collapse or partial collapse
failure.

5. Recommendatlons. An appropriazte sclution,
which could be used tec strengthen the structurs to
alleviate any collapse or partial collapse threat, shall
be specified.

(£} Exceptions and alternatives. Excepticns to
the specific items required to be included in an engi-
neering report may be granted by the chief  building
official upon review ©f @ writiten request from the engi-
neer preparing the report. Such a reguest shall provide
evidence that adequate information concerning the
reguired Item{s) can be determined by alternate means or
that a conclusion can be made about the item without
following the sclution called for in the appropriate
appendix. The purpose of granting such exceptions shall
be to reduce the costs or disruption that would result
from taking required actions, when it can be shown that
they are unnecessary tc provide information available bw
cther eguivalent means. In no case will an exception be
granted which would result in an item not being com—
pletely evaluated. The decision of the chiei duilding
official in granting exceptions is final.

16.,42.080 Review of reports. {al <The City
shall wutilize the services of ¢ivil or strucktural
enginesrs to assist the Building Inspection Division in
determining if the submitted engineering reports conform
tc the requirements of this chapter.

{b) The cost of this rewiew shall b2 recovered by
a fee assessed from the building owner hased on the time
reguired for the review. This fee amount shall be
deducted from the plan checking fee collected for any
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future construction work that deals directly with cor-
recting any of the structural inadequacies specified in
the engineering repor:.

{c) Copies of the engineering reports shall be
available to interested individuals for a standard copy-
ing fee or may be reviewed at the Building Inspection
Division offices.

16.42.070 Responsibilities of the building owners.
(a) Notification of Building Ternants. A Dbuilding
owneér shall notify all tenants, in writing, that a
structural investigation has been performed and that the
report is available at the Building Inspection Division
offices. This notice must be sent within thirty (30}
days of the date the report is submitted to the City.

{b) Letter of Intent. A building owner shall sub-
mit & letter to the Building Inspection Division within
one (1)} year of the date the engineering report was sub-
mitted, indicating the owner's intentions for dealing
with the potential collapse hazards found to exist in
the building.

16.42.080 Program status reports to the City
Council. The chief building official shall submit a
semiannual report to the City Council on the status of
the seismic hazards identification program. The reports
shall include - information regarding the number of
buildings analyzed, the severity of the structural inad-
equacies discovered and any actions taken by individual
building owners to correct these inadequacies.

16.42.090 Remedies. It shali be unlawful for
the owner of a building.identified as being included in
the scope of this ordinance to fail to submit a report
on either building collapse hazards or external hazards
within the - time period specified in section
16.42.040(c), Table A, or to fail to submit a letter of
intent within the time period specified in section
16.42.070(b). The following remedies are available to
the City:

-{a) The City may seek injunctive relief on behalf
of the public to enjoin a building owner's violatien of
this ordinance.

{b) A building owner violating this ordinance
shall be guilty of a misdemeanor and, upon conviction
thereof,; shall be punishable by a fine of not more than
Five Hundred Dollars ($500) or by imprisonment in the
Santa Clara County Jail for a term not exceeding six (6)

8.
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menths, or by both such £fine and imprisonment. Such

building owner is guilty of a separate offense for each

and every day during any portion of which such wiclation

of this ordinance is committed, continued or permitted

by such building owner.

{c) These remedies are not exclusive.

SECTION 2. The Council hereby finds that this ordinance will

have no significant adverse environmental impact.

éECTIOH 3. This ordinance shall become effective wupon the
commencement of the thirtv-first day after the day of its passage.
INTRODUCED: January 20, 1986
PASSED: February 3, 1586
AYES: Bechtel, Cobb, Fletcher, Klein, Levy, Patitucci, Renzel, Sutoriuvs, ﬁoalle}'
NQES:  NHene
ARSTENTIOKS: LNone

ABSEWT: None

ATTEST

APPROVED:

Clerk

APPROVED AS

Dt £. &

Sr. Aﬁsistant City Attorney

APPROVER; 7

[ L] H:I MJ/—J { e
City Hata‘::;;
Jf'{}"i“f P 2 .C:Pw_' f’ L e (ks

Director of Planning and
mmunity ;Environment

Y
,{/LAJL_— /:%f f’L'}-m_ﬁ_a—-—,
Chief Builcing Official
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APPENDIX A

Procedures for Investigation of A1 Buildings
(Except Unreinforced Masonry Bearing Wall Types)

(a} Preliminary Field Survey. Provide drawings of the -building in plan,
elevation and section sufficiently detailed to reveal the correct dimensions of
the spans and extent of all structural elements in the building, including
openings in walls and changes in framing directions or other data which-will be
used to evaluate the building, :

{b) Areas of Special Investigation.

{1) Specify the type of roof diaphragm used in the buiiding and its
capacity for transfer of Tateral forces.

(2) If the building is multi-story specify the existing floor diaphragm at
each level above the foundation and give its capacity for transfer of
lateral forces.

(3} Specify the types and spacing of connections used at each level to
transfer the forces of the horizontal diaphragms into the vertical
shear resisting elements of the structure, and the capacity for

- transfer of each type of comnection present in the building.

(4) Specify the type of vertical structural elements which resist lateral
forces and their individual capacities as determined either by testing
or use of standard values for: the types of construction found in the
vertical elements.

{5) Specify the type and spacing of connections ‘used.ts connéct vertical
-shear resisting elements to each other and to the building
foundation, and the capacity for transfer of each type of connection
present.

(6) Specify the type of foundation system'used and note any svidence of
settlement.

(7} Specify the type of connection used to attach wall appendages or pre-
cast wall elements to the structural frame.

Standards for the Analysis and Evaluation of A11 Buildings
. {Except Unreinforced Masonry Bearing Wall Types)

(a) Purpose. The chjective of these investigations is to identify and
quantify the structural inadequacies that my be present in a building which
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could lead to a collapse or partial collapse during an earthquake. The focus
af the reports should be 1) determininrg the potential Tife safety threat that
the building presents to Yts occupants and 2) the potential threat to

pedestrians or occupants of adjacent buildings from falling external hazards.

{b) Capacity vs Demand.of the Existing Structural System and Its
Eiements.

{1} Define the overall type of lateral force resisting system used in
the building based on Table 23-I of the 1573 Uniform Building Code. I the
building has a dual or hybrid system, describe the systems and expiain how they
function both in combination and separately to justify the "K" factor to de
choosen.

(2} For each type of dfaphragm, shear wall, moment frame, braced frame
and imterconnection of lateral force resisting systems provide an analysis of
the loads (demand] which these elements would be subject to based on the design
parameters set forth in the 1973 edition of the YUniform Building Code.

{3) Far each type of diaphragm, shear wall, frame and interconnection
of lateral ferce resisting system determine a maximum capacity based on
currently accepted or published allowable values, adjusted as appropriate for
the material involved when used to resist earthquake forces.

{4] Provide a ratio of capacity to demand for each system or
interconnection evaluated in {2} and {3) above and provide a statement of the
significance of this ratio, regarding the potential for failures which could
lead to & collapse, considering the materials used and the type of lateral
force resisting sysism bresent.

{c} Specific Evaluation Items. The report shall contain a statement
regarding the sfgnificance of each item in this section which is feund %o occur
in the building.

{1) General.

A, Bssess the condition of the structure, the quality of
workmanship, the level of maintenance and the type of construction with regard
to the potential loss of strength in the structural systems due to decay or
deterieration.

B. Assess the redundancy exhibited im the structural system and
the reserve capacity that elements of the system may provide.

C. Assess the presence or lack of ductility in the lateral force
resisting elements and ductility differences due to the use of dissimilar
materials in the horizontal and vertical diaphragms. :

0. Assess how adequately the building is tied together in an

overall sense to allow the lateral force resisting systems an opportunity to
receive the foroces they are designed to resist.

-
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{2) Geometry.

A, Consider how and where torsional (rotation) forces, induced- by
the eccentricity of the building center of mass to its center of rigidity, are
taken intoc the lateral force resisting system and identify the individual
elements which will transmit these additional forces. Assess the patential
capacity these elements have to resist the additional loads from this source.

B. Consider the effects of discontinuities in the lateral force
resistine systems with regard to the existence of adequate ties, boundary
members, chords or drag struts, etc. to allow redistribution of forces.
Assess the capacity of the systems or elements which would receive the
redistributed forces if adegquate ties exist.

€. Consider the effects of reentrant corners {including the shape
of individual columns) and assess their contribution to the response of the
building at locations where they occur.

(3) Building Separation.

A, Consider the effects of adjoining buildings, which may have
different vibration periods resulting in non-synchronized movement of the
adjacent exterior walls, placing out of plane impact forces on these walls,

B. Assess the level.of drift control, particularly at open
storefronts and the actual phys1ca1 separation distance between the exterior
walls of the building and ajoining building walls.

C. Assess conditions where the wall of a building on one property
provides support for structural elements of the adjeining property's building.

{4) Non-Ductile Reinforced Caoncrete Frames.

A. Consider non-ductile frames which act alone without the benefit
of shear walls or braced frames.

B. Assess the level of .compression or shear forces due to existing
vertical loads on the critical supporting elements of the frame. .

C. Assess masonry infill walls between frame members and their
effect on the forces a column/beam joint will be subjected to when attempting
to transmit Jlateral forces into these walls. :

(5) Precast Concrete Connections

A, Assess the effects of temperature‘creep and shrinkage of
concrete surrounding welded insert connect1ons to- precast systems and
elements.

B. Consider the potential brittie failure of such connections.
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{61 Hon-Structural Elements.

A. Assess the effect that partitions, infi1l walls, precast
concrete exterior [architectural) elements and ceiling systems, which have
considerable strength and stiffness characteristics, may have on the overall
response of the building.

B. Assess the effect of inadvertant bracing by non-structural
elements such as infill walls, stair stringers or other situaticns of localized
restraint on columns.

C. Assess the potential stress concentrations at the unrestrained
ends of columns which may result from partial restraint or bracing of columns,

{7} Site Geology.

A. Consider the maximum ground shaking intensity for the building
site and liguefaction potential or susceptibility by using available earthouake
hazard maps.

B. Assess any existing site specific geologyfseils reports to
gauge the effects that the local conditions may have on the owverall response of
the building.
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APPENDIX B

Procedures for Investigation of Unreinforced Masonry Bearing Wall Buildings

(a) Preliminary Field Survey, Prepare framing plans for roof and floors
noting all beams, trusses or major lintels of all URM p]eFS or pilasters.
Prepare elevations of all URM walls noting all openings in the walls and any
discontinuities abave the building base.

{b) Special investigations of the following nature must .be made:

(1) Note all parts of the vertical load carrying system that may act
as ties to lateral load-resisting elements, to determine the elements or
systems that may control relative displacements between the building's base,
fioors and roof.

(2} Note on floor plans all interior crosswa1ls that are cbnt1nuous
‘hetween floors or floor and roof, even if the connection of such walls to the
- Floor or roof is only by f1n1shes.

(3) Draw the relationship of roof or floor framing and ceiling framing
to determine the extent and method if any, of their inter-connection.

(4) Draw the support systems for URM walls that are not continuous %o
the building base noting the materials used to provide that support. {i.e.,.
steel frame, concrete frame, etc. )

(5) Draw on f]oor and roof plans the extent of sheathing and finish
materials and describe their 'mature and nailing pattern. Note any difference
. in materials used which could lead to. substantial variations in diaphragnm
stiffness. Openings in floors or roofs adjacent to URM walls must be noted.
.Note the type of roofing system currently in place and note if: this rodfing is .
. applied directly to the main 'roof deck or if there are 1ocat10ns where it is.on
" a cricket or other superimposed deck.

_ (c) Investigation of current anchorage of URM wa]]s to floors and roof. ,
Show the location of all wall anchors on.the floor/roof plans and specify their
spacing, size, and method of connection. Details of the existing anchorage
system should be prepared. Embedded poftIOns of anchors must be exposed to
determine this level of detail. A minimum of 2 percent or 2 anchors exposed
per floor or roof 1eve1 should establish average conditions.

. SooAd) Invest1gat1on of ex1st1ng URM walls.: Investigate the following items
‘,.1f they occur in the bu11d1ng, and determine: I ‘

{1) The thickness of. URM walls’ at ali levels and 1ocat10n of any
' changes in th1ckness _ e . ‘
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{2) The materials used for lintels and masonry arches and their
bearing area on columns or piers,

{31 The materials used in columns or piers supporting lintel beams or
arches,

{4] The height of parapets, cornices, and gable ends of URM walls
above the uppermost existing anchorages.

{5} The anchorage or bonding of terra cotta, cast-stone or similar
facing to the back up wythes of brickwork at cornices and other architectural
appendages.

{6) The coursing of exterior wythes of mzsoary, the bonding of wythes
of masonry, and the materialis used in each wythe.

(7} The condition of mortar joints and areas of lightly unburned brick
should be noted on the wall elevations. Exisiting cracks in wall elements
should also be noted.

le] Testing. The testing of existing anchorage systems must be made to
determine an average capacity. Testing shalil be accomplished in accordance
with the following requirements.

{3} Existing Wall Anchors of URM Buildings. Five [5] percant of
existing rod anchors shall be tested in pullout by an approved testing
laboratory. The minimum tested guantity shall be four {4] per floor ar roof
level, with two {2] tests at walls with framing perpendicular to the wall and
two (2} at walls with framing parallel to the wall.

The test apparatus shall be supported on the masomry wall at a minimum distance
of the wall thickness from the anchor tested. Where due to obstructions this
is not possible, details of the condition encountered and the alternate method
used must be included in the test result report, with calibration adjusiment
for conditions where the reactiom of the test apparatus contributes to the
tension value of the anchor.

The rod anchor shall he given a prelead of 300 pounds prior %o establishing a
datum for recerding elongation. The tension test load reported shall be
recorded at 178" relative movement of the anchor to the adjacent masonry wall
surface,

The testing of existing URM walls to determine the allowable bed-joint shear is
required n accordance with the following requirements.

{2] 1In Place Shear Tests of Brick Masonry. The bed joints of the
outer wythe of the masonry shall be tested im shear by laterally displacing a
single brick relative to the adjacent bricks im that wythe. The opposite head
Joint of the brick to be tested shall be removed and cleaned prior to festing.
Steel bearing plates of the full dimension of the brick shall be inserted at
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each end of the test jack. The bearing plates shall not contact the mortar
joint. The minimum quality mortar in 80 percent of the shear tests shall not
be less than the total of 30 psi when reduced to an equivalent zero axial
stress. The shear stress shall be based on the gross area of both bed joints
and shall be that at which movement of the adjacent brick is first observed.

The minimum quantity of tests shall be two (2) per wall or line of wall
elements resisting a common force (i.e., per story) or one (1) per 1600 square
feet of total URM wall surface, with a minimum of 8 Tests for any building.
The tests should be conducted at least two brick courses above or below the
bond course and be distributed vertically to include a variety of dead load
surcharge situations. The exact test location shall be determined at the
building site by the engineer responsible for the investigation and the
distribution of such tests must be approved by the building official prior to

actual testing. In single story buiidings, the wall above the lintel beam at
an open storefront need not be tested.

Standards for the Analysis and Evaluation of
Unreinforced Masonry Bearing Wall Buildings

(a) Analysis

(1} General

The total lateral seismic¢ forces should be computed in
accordance with the following equation:

V = ZIKCSH

The value of KCS need not exceed the value set forth in Table
Bl-1.. The value of 'Z and I Shall be equal to 1 0. The value of W shall be as
set forth in the UniTorm.Building Code.

(2} Lateral Forces on Elements of Structures.

Parts or portions of buildings and structures shall be analyzed
for lateral loads in accordance with Chapter 23 of the UBC but not 1ess than
the value from the following equation:

= ICpSHp

For the provisions of this section, the product of IS need not exceed 1.0. The
value of Cp and Wp shall be as set forth in the UBC.

Exception: Unreinforced masonry walls may be analyzed in accordance with
Section (b}.

{3) The elements of buildings required to be analyzed shall include
the following:
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Wall height to thickness ratio.

Tensien boTts for bending.

In-planre shear forces.

Parapets.

Diazphragm stress and diaphragm chords- at floors and roof.

{41 Anchorage and Interconnecticn.

Anchorage and interconnection of a1l parts, portions and
elements of the structure shall be analyzed for Jateral forces in accordance
with the UBC and the formula in Subsection [2) above. Masonry walls skall be
anchored to 211 floors or roof o resist a minimum of 200 pounds per linear
foot acting normal %o the wall at the Tevel of the fioor or roof or will be
considered inadeguate.

{5) Reguired Analysis.

Except as modified herein, the analysis and recommended
structural alteration of the structure shall be in accordance with the analysis
specified in the USC. A complete, continuous toad path from every part or
portion of the structure fo the ground shall be shown to exist for required
lateral forces. A1l parts, portions or elements of the structure shali be
shown to be interconnecied by positive means.

{6} Analysis Procedure.

Stresses in materials and existing construction utilized to
transfer seijsmic¢ forces from the ground to parts or partions of the structure
shall conform o those permitted by the UBL and those types of meterials of
construction specified under the Materials of Comstruction Sectiom (bl. In
addition to the seismic forces reguired, unreinforced masonry wallis shall be
analyzed as specified in the UBL to withstand all vertical loads. Hhen
calcutating shear or diagonal tension stresses due to seismic forces, existing
masonry shear walls may De allowed to resist 1.0 times the required forces in
Yiey of the 1.5 factor reguired by the UBL. Ho allowable tension stress will
be permitted in urreinforced mesonry walls. Kalls not capable of resisting the
required design forces specified in this appendix shall be deemed inadeguate.

Exception: Unreinforced masonry walls which carry no design loads other than .
their own weight mey be considered as veneer if they are adequately anchored to
elements which are not part of the existing lateral force resisting system.

[7} Existing materials.

When stress n existing faterzl 