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Example: Monthly Rent at Year 0 is $2000/month
Year1: 2% AGA 40
4% MNOI Adjustment 80

Total [2000 + 40 + 80] $2120/monthly
Year 2: 3% AGA [$2120x3% = S64] 64

Total [2120 +64] $2184/monthly
Year3: 2% AGA [$2184 x 2% = 44| 44

1% MNOI Adjustment 22 [Adjustment applied to $2184]

Total [2184 + 66] $2250/monthly
Year4: 5% AGA [$2250 x 55 =$113] 113

Total [2250 + 113] $2363/monthly




Explain how much a tenant would owe each month if a landlord recovers the cost of capital
improvements through the CIP pass-through provisions, with a 5% pass-through cap, and how that
monthly amount compares to the monthly rent under the MNOI process described above.

The CIP Ordinance, as proposed, would place a cumulative pass-through cap of 5% for the recovery of all
amortized capital improvement costs.

As in the example above, assume the following: In year zero, a tenant’s monthly rent is $2000/month.
In year 1, the Annual General Adjustment is 2% and a landlord receives a 4% pass through. Inyear 2, the
AGA is 3%. In year 3, the AGA is 2% and the landlord receives an additional pass through but the pass
through is capped at a cumulative 5%. In year 4, the AGA is 5%.

With these assumptions as to a capped pass through, and the assumptions in the example above as to
MNOI adjustments that parallels the capped pass through percentages, in four years, a tenant would be
paying approximately $11 more a month under the MNOI calculation as compared to a pass through.
Moreover, the longer the tenant remains in the rental unit, the larger the monthly difference would
become.

Year 1: 2% AGA 40

4% Pass-through 80

Total [2000 + 120] $2120 (same as 4% MNOI)
Year 2: 3% AGA [2040 x 3%)] 61

Pass through 80

Total [2040 + 61 + 80] $2181 ($2184 with 4% MNOI)

Year 3: 2% AGA [2101 x 2%] 43
Pass through 80
Additional pass through
Capped at 1% [2101 x 1%)] 21

Total [2144 + 101] $2245 ($2250 with 5% total MNOI)
Year 4: 5% AGA [2144 x 5%)] 107

Pass through 101
Total [2251 + 101] $2352 ($2363 with 5% total MNOI)

Explain how rent increases that have been frozen since April 2020 will be imposed once the local
emergency is rescinded and how a pass through approved in 2021 would be imposed.

City Council has frozen rent increases that were not imposed as of April 22, 2020. Currently these rent
increases are frozen until 60 days after the City Council rescinds the declaration of local emergency due
to the COVID-19 pandemic. This means that for landlords who had not increased rents by the
September 1, 2019 AGA (2.8%), they have been precluded from imposing that rent increase. For all
landlords subject to the AGA, they also have been precluded from imposing the AGA that was effective
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September 1, 2020 (1%). Assuming the declaration of local emergency is still in effect as of September
1, 2021, landlords subject to the AGA will not be able to impose the September 1, 2021 AGA.

Assume the following: A tenant’s monthly rent as of April 22, 2020 was $2000/month and that the
“anniversary date” for a rent increase was July 1. The landlord receives a capital improvement pass
through of 5% in August 2021. The AGA for September 2021 is 2%. City Council rescinds the local
emergency as of November 1, 2021.

Monthly Rent as of April 22, 2020--52000/month
“Anniversary” Date of Rent Increase—July 1, 2020
Landlord Receives 5% Pass Through—August 2021
September 2021 AGA—2%

City Council rescinds Local Emergency—November 1, 2021

January 1, 2022—Landlord imposes a rent increase of 3.8% (AGA for 2019 and 2020)--$2076/month
[$2000 x 3.8% = $2076]

July 1, 2022—Landlord impose a rent increase of 2%--$ 2160/month [$2076 x 2% = $2160]

November 1, 2022 —Landlord “passes through” $100 ($2000 x 5%)—Tenant’s total obligation--52260
[$2160 + $100 = $2260]

July 1, 2023—Landlord could impose the September 2022 AGA rent increase on the $2160

Landlords will be encouraged to “bank” previously “frozen” rent increases in order not to burden
unreasonably the financial impact such increases may have on their tenants. The Regulations provide
that if the AGA rent increases that were frozen are “banked”, such banking will not count against the
limitations applicable to banking rent increases, i.e., only every other year and not more than three
times for any one tenancy.

Caveat

With all the examples above, keep in mind that if all the rent from March 2020 until the local emergency
is over has not been paid due to financial impacts from the pandemic, and if proper notices have been
provided from the landlord to the tenant, and from the tenant to the landlord, the unpaid rent is a civil
debt and not debt that could result in the tenant’s eviction.



