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FILE NO. 190982 . RESOLUTION NO.

[Urging the Rent Board to Adopt Fair Guidelines for the Use of “Reasonable Reliance” in the
Evaluation of Operating and Maintenance Pass-Throughs] :

- Resolution urging the Rent Stabilization and Arbitration Board to adopt fair and

objective guidelines, upholding the spirit of the Rent Ordinance outlined in Chapter 37
of the Administrative Codé, for the use of “reasonable reliance” in the evaluation of
operating and maintenance pass-through petitions, inclljding specific criteria
demonstrating their reliance on additiané.l rent ihcreases to pay for increased

expenses.

WHEREAS, In April, 1979, pending development and adoption of measures designed

to alleviate the City’s housing crisis, the Board of Supervisors adopted Ordinance No. 181-79

prohibiting most rent increases on residential rental properties for 60 days, in an attempt to
create space for the formation of the .Residenti.al Rent Stabilization and Arbitration Board,
tasked with safeguarding tenants from excessive and exorbitant rent increases, as well as
ensuring that landlords receive fair and adequate rents consistent with the Federal Anti-
Inflation Guidelines; and

WHEREAS, On June 5, 2018, the Board of Supervisors voted unanimously to adopt
Ordinance No. 132-18, (on file with the Clerk of the Board of Supervisors in File No 180318),
which was intended to prevent landlords from raising rents on existihg tenants by passing
through the débt service and property tax increases that have resulted from a change in
ownership of rent-controlled buildings; and _

WHEREAS, Chapter 37 of the Administrative Code and Section 6.10(e)(1)(b) of the
Rent Stabilization and Arbitration Béard’s Rules & Regulations both reference the concept of
“reasonable reliance,” wherein a landlord or corporation who purchased property prior to the
introduction of the legislation on April 3, 2018, and filed a pass-through petition after |

Supervisors Brown; Peskin, Fewer, Yee, Safai
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December 11, 2017, may pass through debt service and property tax increases if the landlord
or corporatidn can demonstréte they “had reasonably relied on (the) ability to pass through
those costs at the time of purchase,” which in practiloe has led to a permanent rent increase
for many tenants above and beyond that which is allowed and controlled for by the Rent
Ordinance; and

WHEREAS, The Board of Supervisors included this clause with the intent of _
grandfathering property owners who had already purchased a building prior to the introduction
of the legislation to allow for the Rent Board o consider whether or not they truly relied on the
additional rent increase above the annual allowable increase in order to pay off increased
expenses; and | |

WHEREAS, The majority of the Operating & Maintenance pass-through petitions -
pending before the Rent Board have been filed by large corporate investment firms and
landlords who own and manage hundreds of buildings (CBS News recently placed one firm at

500 buildings in San Francisco alone) with thousands of rent-controlled tenants, many living

on fixed incomes; and

WHEREAS, Reht Board members have recently opined that without clear guidelines on
how to interpret Section 6.10(e )(1)(B) of fhe Rulés & Regulations, fhey lack clear direction on
standards for evaluation of»pending petitions, and risk undermining the purposes of Ordinance
No. 132-18 and the Operating & Maintenance process, which will cause existing rent-
controlled tenants potential hardship, undue rent burden, displacement and uncertainty, and
as a result the Rent Board has directed staff to draft guidelines for adoption; now, therefore,
be it |

RESOLVED, That the Board of Supervisors of the City and County of San Francisco
urge the San Francisco Rent Stabilization and Arbitration Board to adopt fair and objective
guidelines, upholding the spirit of the Rent Ordinance outlined in Chapter 37 of the

Supervisors Brown; Peskin, Fewer, Yee, Safai

BOARD OF SUPERVISORS Page 2

2056




-

N N N N NN N A v ey s e e e e e

O © w ~N o o b w N

Administrative Code, for the use of “reasonable reliance” in the evaluation of Operations &

‘ Maintenanoevpass—‘through petitions, including specific criteria demonstrating their reliance on

additional rent increases to pay for increased expenses; and, be it
FURTHER RESOLVED, That the Bdard of Supervisors of the City and County of San
Francisco finds that the burden of proof to demonstrate “reasonable reliance” should be on
the property oWner and/or landlord, and specific criteria could include providing net operating
income information; and, be it
| FURTHER RESOLVED, That the Board of Supervisors hereby directs the Clerk of the

Board to send a copy of this Resolution upon passage to the San Francisco Renf Board.

Supervisors Brown; Peskin, Fewer, Yee, Safai ‘
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" Print Form ' o QECE%
B Tnt . ajzd ha (5.1
Introduction Form - . - paf1a ()5 12pm
Bya Mefnber of the Board of Supervisors or Mayor %
' » _ Time stamp
[ hereby submit the following item for introduction (select only one): or meefing date

[_] 1. For reference to Committee. (An Ordinance, Resolution, Motion or Charter Amendment).
[} 2. Request for next printed agenda Without Reference to Committee.

[ ] 3. Request for hearing on a subject matter at Committee.

[ ] 4. Request for letter beginning :"Supervisor p ' inquiries"

5. City Attorney Request.

6. Call Flle No. from Committee.

I 8 S thchfn’rp T Prndahnn Pﬂp No.

9. Reactivate File No.

L]
]
] 7. Budget Analyst request (attaohed written motion).
]
]
L]

10. Topic submitted for Mayoral Appearance before the BOS on

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:

[}Small Business Commission ] Youth Commission - [ ]Ethics Commission
[]Planning Commission . [ ]Building Inspection Commission
* Note: For the Imperative Agenda (a resolution not on the printed agenda), use the Imperative Form.

Sponsor(s):

Brown; Peskin, Fewer, Yee and Safai

Subject:

Resolution Urging the San Francisco Rent Board to Adopt Fa1r Guidelines for the Use of “Reasonable Reliance” in
the Evaluation of Operatmg & Mamtenance Pass-Throughs '

The text is listed:

Resolution urging the San Francisco Rent Stabilization and Arbitration Board to adopt fair and objective guidelines,
upholding the spirit of the Rent Ordinance outlined in Chapter 37 of the Administrative Code, for the use of
“reasonable reliance” in the evaluation of Operating & Maintenance pass-through petitions, including specific criteria
. |demonstrating their reliance on additional rent increases to pay for increased expenses.

Signature of Sponsoring Supervisor:
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