HOUSING, RESIDENTIAL RENT AND RELOCATION BOARD
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AD HOC MEETING .

January 17, 2008
~6:30 P.M.
- CITY HALL, HEARING ROOM #2
ONE FRANK H. OGAWA PLAZA
OAKLAND, CA
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AGENDA

1. CALL TO ORDER
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2. ROLL CALL
3. OPEN FORUM

4. NEW BUSINESS

Discussion of possible recommendations regarding Debt‘ Service
5. SCHEDULING AND REPORTS

6. ADJOURNMENT

Accessibility. The meeting is held in a wheelchair accessible facility. Contact the office of the
City Clerk, City Hall, One Frank Ogawa Plaza, or call (510) 238-3611 (voice) or (510) 839-6451
(TTY) to arrange for the following services: 1) Sign interpreters; 2) Phone ear hearing device for
the hearing impaired; 3) Large print, Braille, or cassette tape text for the visually impaired The
City of Oakland complies with applicable City, State and Federa! disability related laws and
regulations protecting the civil rights of persons with environmental iliness/multiple chemical
sensitivities (EI/MCS). Auxiliary aids and services and alternative formats are available by calling

(510) 238-3716 at least 72 hours prior to this event. V |

Foreign language interpreters may be available from the Equal Access Office (510) 239-2368.
Contact them for availability. Please refrain from wearing strongly. scented products to this

meeting.

Service Animals /| Emotional Support Animals: The City of Oakland Rent Adjustment Program
~ is committed to providing full access to qualified persons with disabilities who use services

animals or emotional support animals.

If your service animal lacks visual evidence that it is a service animal (presence of an apparel
item, apparatus, etc.), then please be prepared to reasonably establish that the animal does, in -
fact, perform a function or task that you cannot otherwise perform.

If you will be accompanied by an emotional support animal, then you must provide documentation
‘ ' 1



on letterhead from a licensed mental healith professional,' not more than one year old, stating that
_ you_have a mental health-related disability, that having the animal accompany you is necessary

Lol -to yaur merital health or treatment,.and that you. are.under his or.her:.proﬂ;a;_ssional care, | .

__Service animals-and emotional support.animals. must.be trained to _behavé properly in public. An
animal that behaves .in an unreasonably disruptive or aggressive manner (barks, growls, bites,
jumps, urinates or defecates, etc.) will be removed. ‘




RENT ADJUSTMENT DEBT SERVICE ISSUE :

Current Oakland Law S

Rent Adjustment Regulations, Definitions

“Debt Service” means the monthly principal and interest payments on one or more
promissory notes secured by deed(s) of trust on the property on which the Covered
Umts are located

Rent Adjustment Regulations, Appendix A

10.4 Debt Service Costs: Debt Service Costs are the monthly principal and interest |
payments on the deed(s) of trust secured by the property.

10.4.1 An increase in rent based on debt service costs will only be considered in
those cases where the total income is insufficient to cover the combined housing
service and debt service costs after a rental increase as specified in Section 5 of the
Ordinance. The maximum increase allowed under this formula shall be that increase
that results in a rental income equal to the total housmg service costs plus the
allowable debt service costs.

10.4.2 No more than 95% of the eligible debt service can be passed on to tenants.
The eligible debt service is the actual principal and interest.

10.4.3 If the property has been owned by the current landlord and the immediate
previous landlotd for a combined period of less than twelve (12) months , no
consideration will be given for debt service.

- 10.4.4 If a property has changed title through probate and has been sold to a new :
owner, debt service will be allowed. However, if the property has changed title and is
inherited by a family member, there will be no consideration for debt service unless
due to hardship. '

10.4.5 If the rents have been raised prior to a new landlord taking title, or if rents
have been raised in excess of the percentage allowed by the Ordinance in previous
12-month periods without tenants having been notified pursuant to Section 5(d) of
the Ordinance, the debt service will be calculated as follows:

1. Base rents will be considered as the rents in effect prior to the first rent
increase in the immediate previous 12-month period.

2. The new landlord's housing service costs and debt service will be
considered. The negative cash flow will be calculated by deducting the sum of the
housing service costs plus 95% of the debt service from the adjusted operating
income amount.




3. The percentage of rent increase justiﬁed will then be applied to the base
~rents (i.e., the rent prior to the first rent increase in the 12-month penod as allowed
by Section 5 of the Ordmance)

10 4.6 Reﬁnancmg and second mortgages except those second mortgages obtamed
in connection with the acquisition of the property, will not be considered as a basis
for a rent increase under the debt service category. Notwithstanding this provision,
such refinancing or second mortgage will be considered as basis for a rent increase
when the equity derived from such refinancing or second mortgage is invested in the
building under consideration in a manner which directly benefits the tenant (i.e.,
capital improvements or housing services such as maintenance and repairs) or if the
refinancing was a requirement of the original purchase.

10.4.7 As in housing service costs, a new landlord is allowed up to 8% of the gross
operating income for unspecified expenses.

The Problems

The:debt service regulations allow a new landlord to pass on almost all of their increased
mortgage payment to tenants. This results in large rent increases (as much as 400%) to tenants in
affordable apartments and inevitably leads to tenants vacating a building completely after sale.

‘Should loans secured by the subject property, but are also collateralized by deeds of trust on
other properties qualify for debt service ‘

There is no standard for what financing arrangement qualifies. For example, self-financing is not
“specifically excluded, nor is financing at exorbitant interest rates two or three times the
benchmark interest rates.

POSSIBLE SOLUTIONS

[u—y
.

Eliminate consideration of debt service in setting rents. (most jurisdictions do this)

2. Eliminate combine the increased housing service costs increase with debt service as an increase
to maintain net operating income with a cap. This is the San Francisco approach.

3. Extend time a landlord must own the building before debt service is available (e.g. 5 years)

This is done in San Francisco. In Oakland there is no time limit.
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