Art In Public Places Fee Structure

May 6, 2008 – Page 4 


City of West Covina
Memorandum
A G E N D A
ITEM NO.
  H-1 


DATE
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TO:

Andrew G. Pasmant, City Manager 

and City Council

FROM:
Douglas N. McIsaac, Planning Director

SUBJECT:
ART IN PUBLIC PLACES FEE STRUCTURE
RECOMMENDATION:

Staff recommends that the City Council review the alternatives identified in the staff report and provide direction to staff regarding a possible amendment to the Art In Public Places Ordinance with respect to the payment of in-lieu fees.

DISCUSSION:

On April 15, 2008, the City Council considered a request from Councilmember Touhey to make changes to the structure of the in-lieu fees for the City’s Art In Public Places (AIPP) program.  Specifically, Councilmember Touhey suggested decreasing the fee, possibly by 50 percent, for developers that elected to pay the in-lieu fee (in whole or in part) to the City rather than installing public art on-site as part of development projects.  The Council voted 3-2 to proceed with consideration of this matter, with Councilmembers Herfert and Hernandez voting “no.”

The City’s Art In Public Places Ordinance (Ordinance No. 2117) was adopted by the City Council on August 17, 2004.  The ordinance requires developers of most new development projects to: (1) install public art as part of development projects; (2) pay an in-lieu fee to the City, with the funds to be used to provide public art at other locations within the City; or (3) undertake some combination of the two.  The value of the art, the amount of the in-lieu fee, or the combination of both, is required to be equivalent to one percent of the project costs (based on building permit valuations) for commercial and industrial projects, and one-half a percent for residential projects (of 10 units or more).

Since the ordinance was adopted in 2004, a total of 20 development projects have been approved that are subject to the requirements of the AIPP Ordinance.  Of these, a total of six projects have elected to install artwork on-site.  Another six projects have elected to satisfy their public art requirement through the payment of in-lieu fees.  The developers of a seventh project, the West Covina Heights shopping center, also made a voluntary contribution of $50,000 to the AIPP fund (over and above their requirement) in addition to doing on-site public art.

For the remaining eight projects, final decisions have not yet been made regarding whether they will install art on-site or pay in-lieu fees.  Projects are generally required to pay in-lieu fees prior to the issuance of building permits, or install artwork prior to completion of the project.  In some cases, the City has allowed a bond to be posted for the required amount until the public art requirement is fulfilled.

The six projects that have fulfilled the AIPP requirement through in-lieu fees have generated in total $79,261, an average of $13,210 per project.  As previously stated, one other voluntary contribution of $50,000 has been made to the AIPP.  Together with interest, the overall total accumulated to the AIPP fund to date is $131,425.

The one City public art project that has been completed with AIPP funds is the bronze statue of former major league baseball player Corey Lidle, which is sited outside the entrance to Big League Dreams.  The total cost of the Corey Lidle statue was $131,000, just slightly less than the current total of AIPP funds.  In addition, $12,000 in AIPP funds have been used to retain the services of a consultant to develop guidelines for the AIPP Program and provide training for staff and the Planning Commission.  Including this expense, there is currently a shortfall of $11,575 in the AIPP fund.

On April 15, 2008, the City Council gave final approval to the formation of a new Public Arts Commission, with the decision also made to fund the new Commission from the AIPP fund.  A budget for the Public Arts Commission has not yet been established, but the budget will likely need to be at least $10,000 per year, mostly for the cost of monthly stipends to Commissioners.

As stated, there are currently eight approved projects for which it is not yet certain whether they will pay fees or install art.  Staff is likely expecting fees from two projects totaling about $46,000 (under the current formula).  

Councilmember Touhey has now proposed that developers who elect to pay in-lieu fees be given a reduction in the fees, with the figure of 50 percent being suggested.  In addition, if a developer elects to install artwork, but the value of the artwork does not fully meet the required value, the difference could be paid in in-lieu fees, also at a  discount.  By providing a discount, presumably developers would have a greater incentive to pay the in-lieu fees to the City and thereby increasing the amount of funds in the City’s AIPP fund.

In considering a possible restructuring of the in-lieu fees, the Council should consider the following policy questions:

1.
Would making a discount or reduction available result in a greater amount of funds in the AIPP fund?

For an overall greater amount of funds to be accumulated to the AIPP fund at a reduced rate of 50 percent, more than twice as many projects would need to elect to pay in-lieu fees (at half the rate) than has currently been occurring.  Of the 20 projects already subject to AIPP obligations, a total of eight projects (40% of all projects) have paid or are anticipated to pay fees, while three other projects (15% of total) are undecided.

At this point in the program’s history, therefore, the overall rate of projects opting to pay in-lieu fees is about one half or slightly less.  If the same trend continues in the future, and all projects opted to pay fees at a 50-percent discount, it would produce only a slightly higher amount of total fees with the loss of public artwork that otherwise would have been included in development projects.

2.
What would be the most appropriate level of discount to increase the number of projects paying in-lieu fees with the least reduction in the total amount of fees paid and/or on-site artwork provided?

A 50-percent reduction in fees has been suggested.  A lesser reduction, however, of possibly 25 percent, might produce a more positive overall benefit to the City.  For example, assume a total of five development projects with public art obligations of $100,000 each under current requirements.  If a fee reduction of 50 percent enticed four of five projects to pay in-lieu fees, it would produce $200,000 to the City’s AIPP fund ($400,000 x 0.5), plus $100,000 worth of public art on the one project that did not pay fees.  If, however, a fee reduction of 25 percent enticed only three projects to pay in-lieu fees, it would still produce $225,000 to the AIPP fund ($300,000 x 0.75), plus $200,000 worth of public art on the two projects that did not pay fees.

3.
If a fee reduction is approved, what projects should be eligible to receive the reduction?

There would be two basic options here: (1) allow any project that has not already paid fees or installed art to receive the discount; or (2) allow only projects that have not already received entitlements (i.e. Planning Commission approval) to receive the discount.

To date, a total of 20 development projects have been approved that are subject AIPP obligations.  Of these, twelve projects have satisfied or have made substantial progress toward satisfying their AIPP obligation.  This includes six projects that have paid fees, and six projects that have installed art or are in the process of designing it.  Of the eight other projects, six projects have not yet pulled building permits, and two other projects have pulled permits and posted a bond for the amount of the AIPP obligation until a final decision is made to either pay fees or install on-site art.

As evidenced from the information above, some projects have proceeded quickly to fulfill their AIPP obligation (and have paid the full amount of fees or installed art at the fully required value), while other projects have proceeded more slowly.  It would not seem equitable to those projects that have proceeded quickly and paid full value to allow other projects that have not proceeded as quickly to have the opportunity to fulfill their obligation at a lesser amount.

4.
Should other options be considered to assist in increasing the amount of in-lieu fees paid into the AIPP Fund?

In addition to providing a discount on the payment of in-lieu fees, another option would be to require all projects to pay in-lieu fees into the City’s AIPP fund.  The required payment could be in full (100% of the required value) or in part (50% of the required value).

For example, a project valued at $10,000,000 would have a public art obligation of $100,000 (1% of the project value).  One option would be to simply require the full payment of the $100,000 into the AIPP fund.  Another option would be to require the payment of at least $50,000 to the AIPP fund with the remaining $50,000 paid as fees or used to install on-site art at the developer’s discretion.  This would be in contrast to the suggested option of installing on-site art valued at $100,000 or only paying $50,000 in fees.

ALTERNATIVES:

Alternatives available to the City Council include the following:

Aleternative 1:  No change.

Continue to leave the AIPP fee structure the same as originally adopted, providing developers with discretion to provide on-site artwork, pay in-lieu fees, or some combination of both, equivalent to one percent of the project valuation for commercial and industrial projects, and one-half of one percent for residential projects.

Alternative 2:  Reduce the required amount of in-lieu fees by 50 percent.

This would provide developers with the option to: (1) install on-site at 100 percent of the currently-required value; (2) pay in-lieu fees at 50 percent of the currently required amount; or (3) fulfill their AIPP obligation by some combination of the first two options (e.g. install art at 50 percent of the total required value and also pay in-lieu fees of 25 percent of the total required value, or 50 percent of the remaining balance).

Alternative 3:  Reduced the required amount of in-lieu fees by less than 50 percent.

This would be the same as Alternative 2, except that rather than reducing the amount of in-lieu fees by 50 percent, they would be reduced by a lesser amount of 25, 20, or 10 percent.  A lesser reduction would increase the amount of fees paid per project, but would provide a lesser incentive for developers to elect to pay in-lieu fees.

Alternative 4:  Require full payment of in-lieu fees.

This would eliminate the option to fulfill the AIPP obligation through on-site artwork, and would instead require the payment of in-lieu fees into the AIPP fund at 100 percent of the currently-required amount.

Alternative 5:  Require partial payment of in-lieu fees.

This would require the payment of in-lieu fees equivalent to at least 50 percent of the total value of the AIPP obligation, with the balance of the obligation fulfilled through payment of fees or installation of on-site art at the developer’s discretion.

To summarize these alternatives more simply, the following chart reflects how Alternatives 1 through 5 would apply to a project with a valuation of $10,000,000 and an AIPP obligation of $100,000 (under current requirements).

	
	On-Site

Artwork
	In-Lieu

Fees
	Total

Value

	Alternative 1

No Change
	Up to $100,000

at developer’s discretion
	Up to $100,000

at developer’s discretion
	$100,000

	Alternative 2

50% Fee Discount
	Up to $100,000

at developer’s discretion
	Up to $50,000

at developer’s discretion
	$50,000 - $100,000

	Alternative 3

10-25% Fee Discount
	Up to $100,000

at developer’s discretion
	Up to $75,000, $80,000, or $90,000, depending on selected variation
	$75,000 - $100,000

	Alternative 4

Require Full Payment of Fees
	N/A
	$100,000
	$100,000

	Alternative 5

Require 50% Payment of Fees
	Up to $50,000

at developer’s discretion
	$50,000 - $100,000
	$100,000
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Prepared by:  Douglas N. McIsaac   


          Planning Director
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