
Office of the City Manager
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CONSENT CALENDAR
May 11, 2021

To: Honorable Mayor and Members of the City Council

From: Dee Williams-Ridley, City Manager

Submitted by: Jordan Klein, Director, Planning and Development Department 

Subject: Mills Act Contract – 1581 Le Roy Avenue

RECOMMENDATION
Adopt a Resolution to authorize the City Manager to enter into a Mills Act contract with 
Samuli Seppälä for the City Landmark property at 1581 Le Roy Avenue.

FISCAL IMPACTS OF RECOMMENDATION
Approving the Mills Act contract for the City Landmark property at 1581 Le Roy Avenue 
would reduce the property tax bills for the owners by an estimated total of approximately 
$30,000 in year one, approximately 30% ($9,000) of which would be diverted from 
Berkeley’s tax revenue (final amounts are determined by Alameda County after contract 
execution). This will be an annual impact to the City’s tax revenue, as the contract runs 
for ten years (in comparable annual amounts) and automatically renews annually 
thereafter unless notice of nonrenewal is given. In turn, the work plan commits the 
owners to spending the anticipated tax savings on restoring the landmarked property. 
The Mills Act also specifies procedures for cancellation of the contract for a breach of 
conditions. 

Council approval will allow property tax reduction for this property to begin in the 2022-
2023 fiscal year. 

CURRENT SITUATION AND ITS EFFECTS
On June 21, 1982, the property at 1581 Le Roy Avenue was designated as a City of 
Berkeley Landmark, making the property owner eligible to take advantage of the Mills 
Act. The designation included analysis of historic distinguishing features and excerpts of 
the National Register nomination document (see Attachment 2). 

On December 3, 2020, the Landmarks Preservation Commission (LPC) reviewed the 
proposal by the present owner, Samuli Seppala, to enter into a Mills Act contract for 
1581 Le Roy Avenue, including a proposed scope of work and maintenance schedule, 
and voted 8-0-0-1 (Yes: Abranches Da Silva, Adams, Adams, Crandall, Enchill, 
Finacom, Johnson, Montgomery; No: none; Abstain: none; Absent: Schwartz) to 
recommend approval of the Mills Act Contract application to City Council.
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BACKGROUND
The Mills Act allows owners of historic properties to voluntarily enter into individual 
contracts with the City in order to obtain limited ad valorem tax relief at the discretion of 
host jurisdictions in exchange for maintaining and restoring their historic property. The 
property tax savings are offered to create an incentive for owners to maintain their 
historic properties, to designate historic properties that are currently not protected, and 
to purchase and upgrade already dilapidated historic properties. 

In Berkeley, owners of those properties designated by the LPC as either a Landmark or 
a Structure of Merit may apply for a Mills Act contract. The Alameda County Assessor 
uses a formula, consistent with the provisions of the Mills Act, to determine the amount 
of property tax reduction, which applies a capitalization rate to the calculated net 
operating income for the property under the Mills Act contract. The Mills Act application 
includes a ten-year work plan to restore and maintain the subject property. The total 
investment in the work plan is intended to equal or exceed the total amount of the 
property tax relief over the contract period.

On February 24, 1998, the Berkeley City Council passed Resolution No. 59,355-N.S. 
which authorizes the local use of the Mills Act of 1972, as amended, which is codified in 
California Government Code Section 50280-90 and Revenue and Taxation Code 
Section 439. 

In 2011, State law was amended to include more specific requirements regarding 
inspection, fees, and cancellation. The amendments clarified that the local legislative 
body may require fees for providing services pursuant to the Mills Act; shall inspect the 
property prior to a new agreement and then every five years thereafter; and shall cancel 
the contract if it determines that the owner has breached the conditions of the contract.  
As a result of these amendments, Land Use Planning fees for the approval and 
monitoring of these contracts were added in July 2012, and an ongoing inspection 
program is in place.

RATIONALE FOR RECOMMENDATION
In order to qualify for Mills Act consideration, 1) the property must qualify as historic; 2) 
the contract must adequately meet the requirements for Mills Act contracts; and 3) 
the type of improvements outlined in the work plan must meet the City standards, which 
require that tax savings be used according to the rules and regulations outlined in the 
Act.

The property located at 1581 Le Roy Avenue is eligible for the Mills Act contract 
because it is designated as a City of Berkeley Landmark. The contract format has 
been reviewed by the City Attorney's Office for conformance to all relevant City and 
State regulations. Finally, the contract includes a comprehensive work plan that the 
property owners have agreed to complete within the first ten-year contract period (see 
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Attachment 3) and that provide for the property “use, maintenance and restoration as to 
retain its characteristics as property of historical significance.” The LPC has concluded 
that the proposed work plan meets the standards adopted by the City Council, and the 
costs of the proposed improvements are anticipated to equal or exceed the tax savings 
afforded the owners.

ENVIRONMENTAL SUSTAINABILITY 
Approval of the contract would encourage historic resource rehabilitation, materials 
conservation, and construction and demolition waste diversion.

ALTERNATIVE ACTIONS CONSIDERED
The Council could deny the application if it found that it did not satisfy the requirements 
of the Act. 

CONTACT PERSON
Jordan Klein, Director, Planning and Development Department, 510-981-7534
Fatema Crane, Senior Planner/LPC Secretary, 510-981-7413
Alison Lenci, Assistant Planner/LPC Clerk, 510-981-7544

Attachments: 
1. Draft City Council Resolution
2. LPC NOD, Landmark Designation, June 21, 1982
3. Rehabilitation and Maintenance Plan, received November 2020
4. LPC December 3, 2020 Staff Report
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Attachment 1

RESOLUTION NO. ##,###-N.S.

AUTHORIZING THE CITY MANAGER TO EXECUTE A MILLS ACT CONTRACT AND 
ANY NECESSARY AMENDMENTS WITH SAMULI SEPPÄLÄ, FOR THE 
MAINTENANCE AND RESTORATION OF A HISTORIC PROPERTY LOCATED AT 1581 
LE ROY AVENUE, IN RETURN FOR THE OWNER TO OBTAIN A PROPERTY TAX 
REDUCTION

WHEREAS, on February 24, 1998, the Berkeley City Council adopted Resolution No. 
59,355-N.S. which authorized the use of Mills Act contracts; and

WHEREAS, on June 21, 1982, 1581 Le Roy Avenue was designated as a City of Berkeley 
Landmark and became eligible to take advantage of the Mills Act; and

WHEREAS, on December 3, 2020, the Landmarks Preservation Commission reviewed 
the proposed projects listed in the Mills Act Contract Application for 1581 Le Roy Avenue, 
and recommended that the City Council enter into a Mills Act contract with the property 
owner; and 

WHEREAS, the City of Berkeley Mills Act program requires each contract to be approved 
by the City Council and signed by the City Manager; and

WHEREAS, the City Council, in light of all evidence, finds that the contract is consistent 
with the purposes of the Mills Act program.

NOW THEREFORE, BE IT RESOLVED by the City Council of the City of Berkeley that the 
City Manager is authorized and directed to execute a Mills Act Contract and any 
necessary amendments with Samuli Seppälä for the maintenance and restoration of the 
historic property located at 1581 Le Roy Avenue and in return offer a property tax 
reduction for a period of at least ten years, with a recorded copy of such contract and 
amendments to be on file in the Office of the City Clerk and Alameda County Clerk- 
Recorder.
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MILLS ACT APPLICATION
ESTIMATED  2021-2030 SCHEDULE

for

PRESERVATION, RESTORATION, REHABILITATION & MAINTENANCE 
of

HILLSIDE SCHOOL
1581 Le Roy Avenue
Berkeley, CA   94708

November 11, 2020

Feature Location Character
Defining?

Condition Recommended Treatment Schedule
(Estimated)

10-Year Budget
(Estimated)

SITE & LANDSCAPE  REPAIRS

Sidewalks & Curbs Front Yard Yes Poor Repair  walks, curbs, and bricks 2023 $40,000

South Terrace South end of Building Yes Poor Replace exist. concrete Terrace with
replica of historic concrete and brick
terrace

2021
$55,000

Flagpole Front Yard Yes Poor Replace existing hardware and repair
pole

2021 32,500

Landscape Maintenance Front Yard Yes --- Annual maintenance of front yard
and Redwood trees

2021-2030 $500,000

CONCRETE & STRUCTURAL REPAIRS

Foundation at 3-story
portion of Building

Southeast area of
Building

No Poor Replace portions of existing
foundation and add matt slab and
(Permit Application #B2019-00352)

2021 $875,000

Seismic Stabilization of
3-story portion of
Building

Southeast area of
Building

Yes Poor Install special steel moment frame,
beams, and shear walls

2021 $590,000
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Foundation at 2-story
portion of Building

Middle portion of
Building

No Poor Replace portions of existing
foundation and add matt slab 

2024 $750,000

Seismic Stabilization of
2-story portion of
Building

Middle portion of
Building

Yes Poor Install beams and shear walls 2024 $250,000

Foundation at 1-story
portion of Building

North area of Building No Poor Replace portions of existing
foundation and add matt slab 

2028 $250,000

Seismic Stabilization of 
one-story portion of
Building

North area of Building Yes Poor Install beams and shear walls 2028 $200,000

South Retaining Wall Southern portion of Site No Failing Replace existing retaining wall 2022 $58,000

East Retaining Walls Eastern portion of Site No Failing Replace existing retaining walls 2024 $450,000

North Retaining Walls &
Terrace

North end of Building Yes Failing Replace existing retaining walls and
terrace slab

2023 $250,000

Retaining Walls Entire Site Yes --- Inspection, repairs and annual
maintenance

2021-2030 $180,000

Structural Floor Joists
and Wall Studs at Studio
100

South end of Building Yes Poor Replace dry rotted framing and
stucco as required and add shear
plywood per Engineering Drawings
(Permit Application  #B2019-00228)

2021 $165,000

Dry Rot Repair Entire Building Yes Poor Replace dry-rotted framing at walls,
floors and scuppers

2023-2030 $150,000

Termite Maintenance Entire Building Yes --- Annual maintenance, inspect & treat
infested areas

2023-2030 $52,500

Structural Repairs Entire Building Yes --- Annual maintenance, inspections and
repairs

2023-2030 $175,000

THERMAL & MOISTURE PROTECTION

Membrane Roof Flat roof areas of 
building

Yes Poor Replace Membrane Roof 2022 $180,000
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Skylights Entire Building Yes Poor Replace and restore Skylights 2022 $150,000

Slate Roof Tiles Gable roof areas of 
building

Yes --- Annual Maintenance 2021-2030 $50,000

Membrane Roof and
Skylights

Entire Building Yes --- Annual Maintenance, inspections,
and repairs

2021-2030 $150,000

Gutters and Downspouts Entire Building Yes Poor Repair and replace all leaking
scuppers, missing downspouts, and
gutters

2022 $50,000

Stucco Siding Entire Building Yes Fair Patch, repair, or replace at damaged
and termite/dry-rot areas

2023-2030 $100,000

Sheet Metal and/or
Copper Flashings &
Trim

Entire Building Yes Fair Patch and Repair at damaged areas 2023-2030 $15,000

Roof Accessories Entire Building Yes Fair Patch and Repair damaged vents,
parapets, and chimneys

2023-2030 $15,000

Drainage Entire Building No --- Annual Maintenance 2021-2030 $70,000

DOORS & WINDOWS

Exterior Historic Doors South, west, and east
sides of Building 
(18 doors)

Yes Poor Restore & refinish existing doors
where remaining.  Remove
replacement doors and install historic
door replicas based on original
drawings.

2021-2023 $350,000

Exterior Historic Doors South, west, and east
sides of Building 
(18 doors)

Yes --- Annual maintenance - inspect, repair,
and refinish as necessary

2024-2030 $45,000

Windows Entire Building Yes Poor Repair, restore, and refinish all
existing wooden windows to full
operation. Preserve all original
glazing.  Replace windows only if
damaged beyond repair.

2021 $150,000
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Windows Entire Building Yes --- Annual maintenance - inspect, repair,
caulk, seal and refinish as necessary

2021-2030 $150,000

Door and Window
Hardware

Entire Building Yes Fair Repair existing door and window
hardware where necessary.

2022 $25,000

EXTERIOR FEATURES & FINISHES

Exterior Paint Entire Building Yes --- Annual Maintenance 2021-2030 $400,000

Exterior Woodwork
(half-timbering, gable
boards, eaves, door and
window casings, corbels,
brackets, and spires)

Entire Building Yes Poor Repair and restore all elements as
necessary per original drawings.

2025 $120,000

Cast Stone
Ornamentation & Wall
Caps

Exterior walls, Parapets,
& Ridges

Yes Poor &
missing

Replace missing elements in kind
based on remaining examples. 
Recreate elements based on
drawings.

2022-2030 $250,000

Exterior Historic
Lighting

Exterior Historic
Doorways

Yes Poor Replace or restore all original light
fixtures for full operation w/LED
lamps

2021 $55,000

MECHANICAL  SYSTEMS

Radiators & Boiler Entire Building/Boiler
Room

Yes Poor Repair all radiators and steam pipes
to full operation and replace Boiler

2021-2022 $150,000

Radiators & Boiler Entire Building/Boiler
Room

Yes --- Annual Inspection and Maintenance 2021-2030 $100,000

Plumbing System Entire Building No Poor Upgrade and replace as required 2021-2022 $350,000

Plumbing System Entire Building No --- Annual inspection and maintenance 2021-2030 $150,000

Fire Sprinkler System Entire Building No Fair Repair as required 2021 $150,000

Fire Sprinkler System Entire Building No --- Annual inspection and maintenance 2021-2030 $150,000

HVAC Southern portion of
Building

No Non-
existant

Install modern HVAC 2021 $150,000
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HVAC Southern portion of
Building

No --- Annual Maintenance 2021-2030 $100,000

Electrical System Entire Building No --- Upgrade and replace as required 2021-2022 $350,000

Electrical System Entire Building No --- Annual inspection and maintenance 2021-2030 $140,000

                  TOTAL  ESTIMATED  REHABILITATION  &  MAINTENANCE COSTS $9,138,000

ESTIMATED YEARLY
CONSTRUCTION BUDGET

2021-2030

2021 $2,756,500

2022 $997,000

2023 $605,000

2024 $1,836,500

2025 $514,000

2026 $394,000

2027 $403,000

2028 $844,000

2029 $394,000

2030 $394,000

TOTAL $9,138,000
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Berkeley Mills Act Application

REVENUES Current Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

1) Monthly Rental Income $25,000

2) Annual Rental Income 3% $300,000 $309,000 $318,270 $327,818 $337,653 $347,782 $358,216 $368,962 $380,031 $391,432 $403,175

ANNUAL EXPENSES

3) Insurance 5% $15,000 $15,450 $15,914 $16,391 $16,883 $17,389 $17,911 $18,448 $19,002 $19,572 $20,159

4) Utilities 6% $18,000 $18,540 $19,096 $19,669 $20,259 $20,867 $21,493 $22,138 $22,802 $23,486 $24,190

5) Maintenance 5% $15,000 $15,450 $15,914 $16,391 $16,883 $17,389 $17,911 $18,448 $19,002 $19,572 $20,159

6) Management 5% $15,000 $15,450 $15,914 $16,391 $16,883 $17,389 $17,911 $18,448 $19,002 $19,572 $20,159

7) Other 2% $6,000 $6,180 $6,365 $6,556 $6,753 $6,956 $7,164 $7,379 $7,601 $7,829 $8,063

8) Total Expenses $69,000 $71,070 $73,202 $75,398 $77,660 $79,990 $82,390 $84,861 $87,407 $90,029 $92,730

(Sum Line 3-7)

NET OPERATING INCOME $231,000 $237,930 $245,068 $252,420 $259,993 $267,792 $275,826 $284,101 $292,624 $301,403 $310,445

(Line 2 Minus 8)

CAPITALIZATION RATE

9) Interest Component 3.00%

10) Historic Property Risk Component 4%

(2% for comm. & apts, or 4% for SFD & Condos)

11) Property Tax Component 1.22%

12) Amortization Component 3.33%

13) Capitalization  Rate 11.55%

(Sum Line 9-12)

TAXES

14) Mills Act Assessment $2,000,000 $2,060,000 $2,121,800 $2,185,454 $2,251,018 $2,318,548 $2,388,105 $2,459,748 $2,533,540 $2,609,546 $2,687,833

(Net Operating Income/Line 13)

15) Tax Under Mills Act $25,000 $25,750 $26,523 $27,318 $28,138 $28,982 $29,851 $30,747 $31,669 $32,619 $33,598

(Line 14 X .0125)

16) Current Tax 1.25% $55,072 $55,755 $56,446 $57,146 $57,855 $58,572 $59,298 $60,034 $60,778 $61,532 $62,295

17) Tax Savings

(Line 16 - Line 15) $30,072 $30,005 $29,924 $29,828 $29,717 $29,590 $29,447 $29,287 $29,109 $28,913 $28,697

THE FOLLOWING TABLE IS TO COMPLETED BY STAFF ONLY

18) Annual Costs to City Current Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

(Line 17 X 30%) $9,022 $9,001 $8,977 $8,948 $8,915 $8,877 $8,834 $8,786 $8,733 $8,674 $8,609

 FINANCIAL ANALYSIS FOR MILLS ACT CONTRACT FOR 1581 LE ROY AVENUE - NOVEMBER 11, 2020

 1581 LE ROY AVENUE, BERKELEY, CA 

(11/11/20)
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ATTACHMENT 4

L A N D M A R K S

P R E S E R V A T I O N

C O M M I S S I O N

S t a f f  R e p o r t

1947 Center Street, Berkeley, CA  94704    Tel: 510.981.7410    TDD: 510.981.7474    Fax: 510.981.7420
E-mail: lpc@cityofberkeley.info

      FOR COMMISSION ACTION
DECEMBER 3, 2020

1581 Le Roy Avenue
Mills Act Contract Application #LMMA2019-0004 for a recently converted 
single-family residence and designated City of Berkeley Landmark, The 
Hillside School.

I. Application Basics

Parties Involved:

 Applicant/Property Owner: Samuli Seppala
1581 Le Roy Avenue
Berkeley, CA 94708

    Historic Resource Consultant: Jerri Holan, Historic Architect, AIA 
Jerri Holan & Associates
1323 Solano Avenue, Suite 204
Albany, CA 94706

II. Recommendation  
Consider this contract request, take favorable action and forward it to City Council for final 
action.
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Figure 1: Vicinity Map 

        

Subject Property
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Figure 2: Subject Property, current site conditions (Google Earth, 2019)

III. Background 

Site Information:
The subject building at 1581 Le Roy was designed in the Tudor Revival style by prominent 
Berkeley architect Walter H. Ratcliff (1881-1978) and constructed in 1925 for the Hillside 
School. The main building was substantially rehabilitated between 1934 and 1938 and in 
1963, a modern-era, single-story addition designed by the Ratcliff firm was constructed on 
the eastern portion of the building. The building is approximately 50,000 sq. ft. in total 
area, ranges from one to three stories in height, and consists of five primary segments. 
The property was designated as a City of Berkeley Landmark in 1982 and is listed on the 
National Register of Historic Places (Designation #82000961) at the local level of 
significance. A copy of the landmark designation Notice of Decision (NOD) is attached to 
this report (Attachment 3); the NOD includes excerpts of the National Register nomination 
document.  

The building and site operated as a school until 2017, when the last K-12 occupant 
relocated and sold the property after concluding that the structural and seismic 
rehabilitation program required for an expanded school use at this site would be cost-
prohibitive. The current owner is a private individual who purchased the property in 2018.

In February 2020, Structural Alteration Permit #LMSAP2019-0004 was issued for exterior 
alterations to this landmark school building and in February 2020, Use Permit #ZP2019-
0004 was issued to convert the vacant, elementary school property to residential use: to 
establish the approximately 50,000-sq. ft., main building as a single-family residence and 
accessory dwelling unit, incorporating several former classrooms as private (non-
commercial) art studio space.
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IV. Issues and Analysis

The historic resource consultant’s Historic Architectural Report begins on page 2 of the 
Mills Act Contract Application; see Attachment 1. This document includes the consultant’s 
summary of Character Defining Features on page 4, the Mills Act Work Program for 
maintenance and repairs on pages 5-6, and photos of existing conditions on pages 6-9. 
The proposed Rehabilitation & Maintenance Schedule outlines proposed building exterior 
and site improvements for the subject property over a projected 10-year period and 
includes the City’s financial analysis spreadsheet for estimating potential Mills Act tax 
savings for this request; see Attachment 2. 

Improvements to the exterior of the City Landmark building include, but are not limited to:  
 replacing portions of the existing roof, drainage, flashing, tiles and accessories, 

including damaged vents, parapets and chimneys, 
 seismic improvements and foundation repair to the building, 
 replacing retaining walls throughout the site, 
 repairing and replacing damaged exterior stucco and woodwork, 
 restoring and refinishing exterior doors and windows, and 
 replacing and restoring original exterior historic lighting. 

Improvements to the site include:
 repairing front walkways, curbs and bricks, 
 replacing the concrete terrace at the south end of the building, 
 repairing the existing historic flagpole, and 
 maintaining the front landscaping, including redwood trees. 

The work proposed under this Mills Act Contract request is considered ordinary 
maintenance and repairs and, therefore, would be exempt from discretionary review and 
Structural Alteration Permit (SAP) approval, pursuant to BMC Section 3.24.220.A.1. 
However, any future work proposed on the exterior of the building that would not be 
considered ordinary maintenance and repairs, would require a SAP application for review 
and approval by the Landmarks Preservation Commission. 

All improvements included in the proposed Rehabilitation & Maintenance Schedule target 
historic, character defining features of the building and site as well as other features such 
as the building foundation, roof drainage, and building mechanical systems and retaining 
walls throughout the site. Please see Attachment 2, for the complete Rehabilitation & 
Maintenance Schedule.

The work plan items appear to be justifiable in that they constitute restoration, repair, 
rehabilitation and continued maintenance of the subject property.  Further, they would 
provide for the property’s “use, maintenance and restoration as to retain its characteristics 
as property of historical significance,” as provided for in the Mills Act, Government Code 
Sections 50280 et. Seq., as authorized by the Berkeley City Council per Resolution No. 
59,355 – N.S.  For these reasons, staff concludes that the proposed tasks represent 
improvements that are consistent with the requirements of the Mills Act.
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V. Mills Act Contract Proposal

The intent of the Mills Act is to provide property tax relief so that the property owners 
entering into Mills Act Contracts with the City will spend the property-tax money that is 
saved through the Contract on preserving and/or restoring their property. 

The working financial analysis spreadsheet provided by the applicant, estimates that the 
cost of the owner’s proposed improvements over a 10-year period is approximately 
$9,138,000 and the estimated total tax savings over the 10-year period is approximately 
$294,517, starting at an annual savings of $30,005 and then decreasing to approximately 
$28,697 by the tenth year of the program.   

VI. Recommendation 

Because staff has determined that all work proposed in the Mills Act Contract work plan 
provides for the properties “use, maintenance and restoration as to retain its characteristics 
as property of historical significance”, staff is recommending that the Commission:

 Recommend that City Council approve the Mills Act Contract request for the subject 
property. 

Attachments:
1. Mills Act Contract Application, received August 2019, revised November 2020
2. Rehabilitation & Maintenance Schedule, received August 2019, revised November 2020
3. 1581 Le Roy Avenue Landmark Notice of Decision 1982

Prepared by: Alison Lenci, Assistant Planner; alenci@cityofberkeley.info (510) 981-7544 
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