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MEMORANDUM
June 21, 2023
TO: Planning, Housing, and Parks Committee
FROM: Ludeen McCartney-Green, Legislative Attorney

SUBJECT:  Bill 16-23, Landlord-Tenant Relations — Rent Stabilization (The HOME Act)
PURPOSE: 2" Worksession — a Committee recommendation expected

Expected Attendees

Scott Burton, Director, Department of Housing and Community Affairs
Nicolle Katrivanos, Office of Landlord-Tenant Affairs

Natalia Carrizosa, Senior Legislative Analyst, Office of Legislative Oversight
Leslie Rubin, Senior Legislative Analyst, Office of Legislative Oversight

Bill 16-23, Landlord-Tenant Relations — Rent Stabilization (The Housing Opportunity
Mobility, and Equity (H.O.M.E) Act), sponsored by Lead Sponsors Councilmembers Jawando and
Mink, was introduced on March 7, 2023.! A public hearing was held on March 28, 2023, at 1:30
p.m. and 7:00 p.m. There were over 80 speakers. A Planning, Housing, and Parks (PHP)
Committee worksession was held on June 15, 2023, at 1:30 pm. A second PHP Committee
worksession is scheduled for June 26 at 1:30pm.

Bill 16-23 would:

1) establish an annual maximum rent increase for rental housing in the County;

2) provide exemptions for certain buildings from rent stabilization requirements;

3) permit a landlord to submit a petition for a fair rent increase;

4) establish an excise tax for vacant rental units;

5) specify the use of certain tax revenues for the acquisition of affordable housing; and

6) generally amend County law concerning rent increase, landlord-tenant relations, and
taxation.

BACKGROUND

While the County does not have rent control or rent stabilization, the County Executive
publishes annually by March 1 of each year, the Voluntary Rent Guidelines (VRG) to aid landlords
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with recommended percentages for annual rent increases.? The VRG is based on the increase or
decrease in the residential rental component of the Consumer Price Index for All Urban Consumers
(CPI-U) for the local Washington-Arlington-Alexandria area.

As of February 24, 2023, the VRG for this year is 5.8%. Each year, the online chart is
updated by the Department of Housing Community Development Affairs (DHCA), which tracks
and displays the rates for the last 40 years, Voluntary Rent Guideline Chart 1983 — 2023.

Since 2020, the Council has reviewed, discussed, and enacted certain legislation that would
limit a landlord from increasing rent during and following the COVID-19 pandemic emergency.
Below is a legislative snapshot with efforts related to temporary rent stabilization:

Legislative History of Council Bills Related to Limiting Rent Increases

Expedited Bill 18-20 - Landlord-Tenant Relations - Rent Stabilization During
Emergencies, also referred to as the COVID-19 Rent Relief Act was sponsored by
Lead Sponsor Councilmember Jawando and Co-Sponsors former Council President
Katz, and Councilmember Rice and Councilmember Navarro, was introduced on
April 14, 2020, and enacted by the Council on April 24, 2020.

The law prohibited a landlord from increasing rent during a catastrophic emergency
(defined as a COVID-19 emergency declared by Governor Hogan) or providing
notice of a rent increase until 30 days after the emergency expires. Under this Act,
the temporary rent stabilization law was sunset on November 15, 2021, 121 days
after the Governor declared the emergency had expired. This law is no longer in
effect.

Bill 52-20, Landlord-Tenant Relations — Protection Against Rent Gouging Near
Transit, Sponsored by Councilmember Jawando and introduced on December 8,
2020. Bill 52-20 would seek to prevent rent increases for rental units near transit
stations and establish a base rent amount for those units, among other things. This
bill is still pending before the Council with no immediate date set for a Committee
worksession.

Expedited Bill 30-21, Landlord-Tennant Relations — Restrictions Following
Emergencies — Extended Limitations, sponsored by Councilmember Jawando and
introduced on July 13, 2021. Bill 30-21 was enacted by the Council on November
9, 2021, to extend the limitation for a rent increase, which was already provided for
in Expedited Bill 18-20 (see above).

Specifically, the law continued the limitation on rent increases and extend the
timeframe from 90 days to 1 year after the expiration of the emergency — this would
extend until August 15, 2022. In addition, it prohibited landlords from charging late
fees that accrued during the emergency until August 15, 2022. The rent increase
restriction following the COVID-19 emergency is now expired and is no longer in
effect.

2 See, Section 29-53 of the County Code.


https://www.montgomerycountymd.gov/DHCA/housing/landlordtenant/voluntary_rent_guideline.html
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2657&fullTextSearch=COVID-19
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2657&fullTextSearch=COVID-19
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2690&fullTextSearch=52-20
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2690&fullTextSearch=52-20
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2721&fullTextSearch=rent
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2721&fullTextSearch=rent

e Expedited Bill 22-22, Landlord-Tenant Relations — Limitations on Rent Increases,
Sponsored by the Council President on behalf of the County Executive. Introduced
on July 12, 2022. Expedited Bill 22-22 would seek to temporarily limit rent
increases to no more than 4.4% for up to six months. This Bill had a Committee
worksession on October 24, 2022, with no further action scheduled.

Other Jurisdictions with Rent Control or Rent Stabilization laws

Maryland does not have statewide rent control; however, some cities and counties do have
provisions related to rent control. For example, Washington County and Frederick County have
enabling legislation to enact laws or regulations to control increases in rent. The City of Takoma
Park has rent stabilization laws in effect since August 2013 with provisions related to increases,
frequency of rent increases, notice to tenants, and reporting requirements.> Prince George’s County
recently enacted Council Bill 7-2023 on February 28, 2023, a temporary rent stabilization act that
would limit rent increases by up to 4% for a 12-month period.

There are approximately 22 other states that have rent control, including Washington D.C.,
California, and New York.

SPECIFICS OF THE BILL

Bill 16-23 would generally prohibit a landlord of a rental dwelling unit from increasing
a tenant’s rent more than the maximum allowed. Under Bill 16-23, the maximum allowance for
a rent increase is up to 3% or the rental component of the Consumer Price Index (CPI)*
percentage, whichever is lower. The increase may only occur once within a 12-month period and
the landlord must provide the tenant at least a 90-day notice before increasing the rent. Landlords
would be required to submit annual reports regarding their rent amounts to DHCA.

DHCA is required to post on the County Register and its website the annual maximum
allowance and notify landlords of licensed rental dwelling units.

Subject to limitations, a landlord may be authorized to “bank” any forgone revenue and
apply it to a future year, but this is dependent on whether the CPI is above or below the 3%
standard. The Bill also provides certain restrictions for units after a vacancy by a tenant, and for
vacant units that return to the market for rent, there is an option to include an allowable rent
increase for each year it was vacant, up to a maximum amount, see lines 146-165.

Rent stabilization would not apply to certain rental properties. Specifically, newly
constructed units for ten years, accessory dwelling units, certain owner-occupied properties, with
at least two dwelling units, certain MPDU buildings, health facilities, religious and non-profit
organizations, and licensed facilities, among others, would be exempt.

3 Takoma Park Rent Stabilization Law, City Code Chapter 6.20 Rent Stabilization
https://www.codepublishing.com/MD/TakomaPark/#!/TakomaPark06/TakomaPark0620.html

4 Bill 16-23 defines, Consumer Price Index (CPI) means the residential rent component of the Consumer Price Index
for All Urban Consumers for the Washington-Arlington-Alexandria Core Based Statistical Area (CBSA), or any
successor, designation of that index that may later be adopted by the United States Bureau of Labor Statistics.
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https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?RecordId=2762&fullTextSearch=COVID
https://www.codepublishing.com/MD/TakomaPark/#!/TakomaPark06/TakomaPark0620.html

Fair Return Petition

Generally, a landlord has a right to petition for a rent increase to obtain a fair return, if
the landlord proposes the rent increase should be more than allowed in this Article. The landlord
has the burden of proof to submit a petition that includes income and expense information for
DHCA to review and determine whether a fair return is permitted. If the petition is granted, the
landlord must provide the tenant a 90-day notice before increasing the rent, if a petition is denied,
the landlord has the right to appeal to the Commission on Landlord-Tenant Affairs. DHCA also
has the authority to “roll back™ a rent increase if a fair return petition was submitted in bad faith.

Rental Housing Vacancy Tax

This Bill establishes a rental housing vacancy excise tax. An owner of rental property
with two or more units, not condemned, and determined by DHCA as vacant for more than 12
calendar months would be subject to the excise tax. The rental housing vacancy tax would be $500
per year per unit subject to interest and penalties. Funds collected through the tax would be
deposited and credited to the County’s Housing Production Fund (also known as the Housing
Initiative Fund (HIF)) and can only be used for the acquisition of affordable housing and
enforcement and administration of this Act. The tax would take effect 1 year after this Act
becomes law.

SUMMARY OF PUBLIC HEARING

The Council received an array of public testimony, over 80 speakers testified, and 100
written testimonies were submitted to the Council in favor of Bill 16-23. A minority of speakers
testified against Bill 16-23. The Council is also considering simultaneously another rent
stabilization-related bill, Bill 15-23 - Landlord-Tenant Relations — Anti Rent Gouging
Protections,” where a host of speakers made references to Bill 16-23 while testifying on Bill 15-
23. © 287.

Speakers at the public hearing included representatives from the Executive Branch (©
397), the Montgomery County Planning Board (© 110), Maryland House Delegate Gabe Acevedo,
tenants, small and large landlords, nonprofit associations, developers, property management
companies, investors, advocacy groups, and student advocates. Many of the testimonies reflected
the following:

e “In the Planning staff’s opinion, Bill 16-23 as currently written does not
appropriately balance the considerations highlighted above. While staff is
sympathetic to the plight of renters that have experienced excessive rent increases,
a maximum cap of 3 percent is not excessive and could have detrimental impacts
on the housing market. Staff recommends amendments to the bill in an attempt to
better balance the need for tenant protections and ensure there is an investment in
the local housing market.” (© 121)

e The Climate Action Plan Coalition and many expressed supports for a 3% rent cap
because it would result in more predictability, reliability, and stability for renters to
remain in their homes. See (© 164)

5 Bill 15-23 — Landlord-Tenant Relations — Anti Rent Gouging Protections.
https://apps.montgomerycountymd.gov/ccllims/BillDetailsPage?Recordld=2790& fullTextSearch=15-23
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A cap higher than 3% may cause tenant displacement, which causes hardship,
stress, and significantly changes people’s lives. Immigrant families are impacted
the most.

MD Sierra Club stated, there are now roughly 300 eviction cases per month before
District Court...to help working-class and low-income people stay in their homes,
we strongly support...cap rent increases at 3% a year. © 286

A resident expressed that seniors are on a fixed income with a 4% COLA every
year and Bill 16-23 reduces their rental cost burden over time. See Brandy Brooks
at © 153.

Renters Alliance testified there is no legitimacy for a high rent increase — suggested
that Council combine both bills.

Many individuals in service-related jobs such as teachers, nurses, bus drivers, and
librarians cannot afford to live in the County they serve — more than half of their
take-home pay goes towards paying rent. The pay is low, and the rent is too high.
Progressive MD describes that based on statistical data - 90% of people evicted
have children in the home.

SEIU Local 500 testified in support of Bill 16-23. (© 310).

Our Revolution Montgomery testified that Bill 16-23 supports working families
and the legislation aligns with DC and Prince George’s County’s rent stabilization
laws. (© 180).

Takoma Park has enacted rent control since 1980 and the County should adopt a
similar approach.

Speakers in opposition or raised concerns included the following in their testimony:

The creation of a 3 % cap on annual rent increases for occupied units will severely
limit the supply of housing stock in the County. Property owners will be unable to
achieve a rate of return that makes reinvestment and redevelopment economically
viable. See Oakwood Properties on © 290;

The allowable rent cap reduces the ability for investment in capital expenditures to
improve and upkeep the qualities of multifamily housing. See Halpine Park LLC
(© 287);

Economic data shows that rent control creates housing shortages, drives up the cost
of rental housing, and decreases the quality of existing housing stock. Instead,
Council should focus on meeting housing targets to increase the supply of
affordable housing. See GCCAR, Villy Iranpour (© 407).

Rent control is ineffective — it does not target the people who need it the most. Rent
control is not means tested.

A recommendation was suggested for the Council to establish a task force that
would study and provide tools or create more opportunities for developers to offer
affordable housing, i.e., gap financing, strengthen first right of refusal policies,
increase LITECH funding, rental assistance, and offer more housing choice
vouchers.



SUMMARY OF IMPACT STATEMENTS

The OLO’s Racial Equity and Social Justice Impact Statement (RESJ) concludes that
Bill 16-23 will have a moderate to large impact on racial equity and social justice because the
proposed rent regulations would disproportionately benefit Black and Latinx tenants with
improved housing affordability and stability. See © 95. OLO relies on statistical data related to
the role of housing segregation in fostering housing inequities in the County and local data on
housing security by race and ethnicity. © 96

Further, OLO describes that racial and ethnic disparities in housing security are neither
natural nor random, but instead reflect the government’s role in creating and maintaining racial
and ethnic inequity in housing. © 96. The RESJ explains that there is strong evidence that rent
regulations are effective in supporting housing affordability and sustainability for tenants, and in
the alternative, there is weaker and more inconsistent evidence that rent regulations undermine
housing affordability and harm the housing market. © 98.

Overall, OLO’s Climate Impact Statement anticipates Bill 16-23 could have a positive
impact on community resilience in the County because housing stability is an important component
of community resilience. © 104.

OLO’s Economic Impact Statement concludes that Bill 16-23 would have a moderate
to large net negative impact on economic conditions. © 87. OLO relied on peer-reviewed studies
that indicate rent stabilization may likely result in property owners decreasing operating expenses,
removing properties from the rental market (i.e. condo conversion), and overall, reducing the
County’s competitiveness in the rental housing market.

The Fiscal Impact Statement prepared by the Office of Management and Budget
(OMB) indicates that in FY24, expenditures would increase by $1.3 million, and revenues
increase by $23,500 for a net impact of $1.28 million. Beginning in FY25 and beyond,
expenditures increase by approximately $1.13 million each year, and revenues increase by
approximately $26,900 in FY26 escalating annually until it reaches approximately $33,000 by
FY29. © 85. In addition, DHCA would create a new Rent Stabilization Office to review, manage,
and ensure compliance with the proposed rent regulations. This office would require an additional
9.0 FTEs beginning in FY24 with estimated annualized personnel costs totaling $996,415.© 86.

SUMMARY OF PHP COMMITTEE WORKSESSION — JUNE 15

Participated in the discussion were Scott Burton, DCHA Acting Director, Nicolle
Katrivanos, Office of Landlord-Tenant Affairs, Leslie Rubin and Natalia Carrizosa represented
from OLO, and Ludeen McCartney-Green, Legislative Attorney and Christine Wellons, Sr.
Legislative Attorney represented as Council staff.



Councilmember Stewart provided key points for the Committee to review and consider,
see page © 411. The Council also reviewed certain statistical data provided in the OLO report on
rent regulations.®

Further, the Committee discussed various provisions related to the Bill, including a request
for Council staff to provide at the next worksession, a side-by-side comparison of Bill 15-23 and Bill
16-23 (see issue point #1). The discussion included whether to use a hardship exemption versus fair
return, support for capital improvements as a separate provision, exemption for single-family homes,
improvement of the annual rental housing survey, the standards for troubled properties and fair return
petition, banking when the rent cap is low, and the fiscal impact statement.

ISSUES FOR COMMITTEE’S DISCUSSION

The Committee may discuss the following topics or consider potential amendments that
were raised during June 15 worksession:

1. Side-by-side rent stabilization bills comparison chart.
Council staff prepared a chart to help identify the differences between both rent
stabilization bills (Bill 15-23 and Bill 16-23). The highlighted portion in the chart signifies the
specific provisions that differ among the bills. See chart on page ©414.

2. Amendments by Councilmembers Jawando and Mink.

a. Extend the grant of the exemption for new construction to 15 years instead of 10
years. Amend lines 76-77, as follows:

Grant of exemption. After submission of an application by an owner, the

Department must grant an application for an exemption from this Article for the

following:

% % %

2) a newly constructed rental dwelling unit for a period of [[10]] 15 years after

it is first offered for rent.

Decision Point: Whether to amend the number of years of exemption for new construction?

b. Remove housing vacancy tax. Strike language from lines 458-545.

6 OLO Repot on Rent Regulations. Release Date: June 13, 2023. chrome-
extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.montgomerycountymd.gov/OLO/Resources/Files/20
23_reports/OLOReport2023-5.pdf



Decision Point: Whether to strike the housing vacancy tax in its entirety?

3. The “Fair Return” Methodology - Maintenance of Net Operating Income (MNOI)
Approach.

While a fair return is constitutionally required — federal or state law does not require a
specific method or formula. However, courts have routinely upheld the maintenance of net
operating income (MNOI) as constitutionally valid. (quoting, Kavanau v. Santa Monica Rent
Control Bd., 16 Cal. 4th 761, 770, 66 Cal. Rptr. 2d 672, 678, 941 P.2d 851, 857 (1997), (also,
El Rovia Mobile Home Park, LLC v. City of El Monte, 48 Cal. App. 5th 113, 113, 261 Cal.
Rptr. 3d 528, 530 (2020).

The MNOI is a standard calculation used to determine rent amounts that is a fair return
on investment. The rationale of the MNOI is designed to avoid unconstitutional confiscatory
taking on landlords’ property and to ensure landlords receive fair and reasonable levels of rent
increases on their investment.

At the PHP worksession, Councilmembers raised questions related to: 1) what is the
baseline for determining operating expenses; and 2) whether certain expenses such as
payments made by the landlord for mortgage expenses, either principal or interest, can be
included in operating expenses when submitting a petition for a fair return (currently the Bill
does not allow for inclusion, lines 248 — 249).

MNOI is a before-tax figure, appearing on a property’s income and cash flow statement,
that excludes principal and interest payments on loans, capital expenditures, depreciation,
and amortization.” Bill 16-23 defines NOI as net operating income equals gross income minus
operating expenses. NOI is a fundamental accounting principle for calculating the income of
a real estate asset minus operating expenses. Similarly, the City of Takoma Park uses the same
net operating income approach.®

Council staff recommends that if the Committee chooses to alter or modify the MNOI
formula it should be consistent with first measuring the income-producing property's
profitability before adding in any costs from principal, interest, financing, or taxes. Also, keep
in mind, that the more the formula deviates from the industry standard there may be legal
challenges related to the constitutionality of the modified formula.

Below is a chart breakdown of the general definition of operating expenses:

7 Net Operating Income (NOI): Definition, Calculation, Components, and Example
https://www.investopedia.com/terms/n/noi.asp.

8 The Court in Tyler v. College Park, 415 Md. 475, upheld that a municipal rent control law was not impermissibly
confiscatory, and it did not violate due process or equal protection under the Maryland Constitution Decl. Rights
Art. 24. Further, the Court supported the notion that the ordinance provided a fair return for landlords to obtain
their investment while still balancing the goals of caping rent levels.
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Included in Operating NOT Included in Operating Expenses
Expenses

* Reasonable costs of = Debt service costs and costs for
operation and obtaining financing
maintenance of the rental * Mortgage payments or principal
Deﬁnition Qf unit = Any penalties, fees, or interest
"Operating e rcmance ortaw o
Expenses" * Utility costs Land lease expenses
X SIS I B LR Political contributions

License, registration, and
other public fees
» Landlord-performed labor
» Legal Expenses

Depreciation

Any expenses for which the
landlord has already been
reimbursed

* Unreasonable increasesin
expenses since the base year

Improve the annual rental survey collected by DHCA.

Councilmembers discussed the option to expand the rental survey to collect additional data,
including whether a person owns multiple properties or accept the survey on a rolling basis.
If the Committee chooses it may consider amending Section 29-51 to specify additional
requirements.

Amendment suggested by OLO

Establish systems for proactive administration and enforcement of Bill 16-23. See,
page 7 of RESJ. © 101. According to the fiscal impact statement, a rent stabilization office
would be established and include 9 FTEs. This would improve and suffice the
recommendation provided by OLO in its RESJ statement.

Transition period.

Mr. Burton suggested during the PHP worksession that DHCA would need at least
6 months to implement Bill 16-23. Council staff recommends an amendment to the Bill to
include a transition clause.

Amendments suggested by the Planning Board (© 111):

e Recommend setting the rent cap in the 5-7 percent range, in addition to the variable
CPI component.

e Supports using the broader CPI-U instead of the rental component of the CPIL.
Believe that both rental projects with affordable housing and new development
should be exempted from rent stabilization without an application.

e Recommend that the exemption for new development for 10 years be extended to
15 years.

e Recommend allowing “troubled properties” to be eligible for fair returns petitions
to increase rent, with the ability to roll back the petition if the expenses for repairs,
services, or maintenance were never performed.

e Recommend laying out a process that clearly allows a landlord to receive a fair
return if certain conditions are met.



8. Technical amendments suggested by the Office of County Attorney.

There are several clarifying and technical amendments recommended for Bill 16-
23, see page © 128.

NEXT STEPS: Whether the PHP Committee recommends approval of Bill 16-23 for enactment,
as amended?

This packet contains: Circle #
Bill 16-23 1
Sponsors” Memorandum 23
Fiscal Impact Statement 85
Economic Impact Statement 87
Racial Equity and Social Justice Impact Statement 95
Climate Assessment 104
Planning Board Recommendation 110
Planning Staff Report 113
Technical Amendments 128
Public Testimony — Bill 16-23 130
Public Testimony — Both Bills 15-23 and 16-23 287
Councilmember Stewart’s Memorandum 411
Comparison Chart — Bills 15-23 and 16-23 414
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Bill No. 16-23
Concerning: _Landlord-Tenant Relations —
Rent Stabilization (The Home Act)
Revised: _2/28/2023 Draft No. 5

Introduced: March 7, 2023

Expires: December 7, 2026
Enacted:
Executive:
Effective:
Sunset Date: _None

Ch. , Laws of Mont. Co.

COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

Lead Sponsors: Councilmembers Jawando and Mink

AN ACT to:

(1) establish an annual maximum rent increase for rental housing in the County;
2) provide exemptions for certain buildings from rent stabilization requirements;
3) permit a landlord to submit a petition for a fair rent increase;

(4) establish an excise tax for vacant rental units;

(5) specify the use of certain tax revenues for the acquisition of affordable housing; and
(6) generally amend County law concerning rent increase, landlord-tenant relations, and

taxation.

By adding
Montgomery County Code

Chapter 29, Landlord-Tenant Relations
Article VIII. Rent Stabilization

Sections 29-81, 29-82, 29-83, 29-84, 29-85, 29-86, 29-87, 29-88, 29-89, and 29-90

Chapter 52, Taxation

Sections 52-21, 52-60, 52-61, 52-62, 52-63, 52-64, and 52-65

Boldface

Underlining
[Single boldface brackets]

Double underlining
[[Double boldface brackets]]

* * %

Heading or defined term.

Added to existing law by original bill.
Deleted from existing law by original bill.
Added by amendment.

Deleted from existing law or the bill by amendment.

Existing law unaffected by bill.

The County Council for Montgomery County, Maryland approves the following Act:
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BILL No. 16-23

Sec. 1. Short Title.

This Act may be cited as “The Housing Opportunity, Mobility, and Equity

(HOME) Act.”

Sec. 2. Article VIII (Sections 29-81, 29-82, 29-83, 29-84, 29-85, 29-86, 29-86,
29-87, 29-88, 29-89, and 29-90) of Chapter 29 and Article VI (Sections 52-21, 52-
60, 52-61, 52-62, 52-63, 52-64, and 52-65) of Chapter 52 are added, as follows:

Article VIII. Rent Stabilization.

29-81. Definitions.

In this Section, the following terms have the meanings indicated:

Base rent means a fixed periodic sum charged for the use and occupancy

of a unit or property, as agreed to, by the tenant and stated in the lease.

Base rent does not include other charges or payments to cover operating

or maintenance expenses, even if the lease characterizes the charges as

“rent” or ‘“‘additional rent.”

Consumer Price Index (CPI) means the residential rent component of the

Consumer Price Index for All Urban Consumers for the Washington-

Arlington-Alexandria Core Based Statistical Area (CBSA), or any

successor, designation of that index that may later be adopted by the

United States Bureau of Labor Statistics.

Fair return means the base year net operating income adjusted by 70%

of the percentage increase in the Consumer Price Index from the base

year until the effective date of this Act.

Rental dwelling unit or rental housing means a residential building or unit

licensed for rent or lease, and is designated, intended, or arranged for use

or occupancy as a residence by one or more persons. A rental dwelling

unit or rental housing includes a unit in a single-family home, townhome,

condominium, or multifamily dwelling.
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BILL No. 16-23

Newly constructed rental dwelling unit means a rental unit that, when

constructed, results in a net gain, or an additional number of new rental

units more than the number of rental units that previously existed,

provided that the size of an existing rental unit or any indoor common

area of the rental facility is not reduced. A newly constructed rental

dwelling unit does not include reconfiguration, renovation, alterations,

change in description, or change in identification of a rental unit.

Operating expense means all reasonable operating and maintenance

SXpenscs.

Tenant has the same meaning as stated in Section 29-1.

29-82. Application of rent stabilization — scope.

(a)

(b)

Scope. Except as provided in Sections 29-83 and 29-84. this Article

applies to all rental dwelling units.

Rent increase. A rent increase must be limited to the amount authorized

by this Article for a rental dwelling unit.

29-83. Buildings exempt from rent stabilization without an application.

(a)

Scope of exemptions. This Article does not apply to:

(1) a licensed facility that is used primarily for the diagnosis, cure,

mitigation, and treatment of illnesses;

(2) adwelling unit owned or leased by an organization exempt from

federal income taxes pursuant to Section 501(c)(3) of the Internal

Revenue Code and used primarily to provide temporary sanctuary

or shelter for qualified individuals;

an owner-occupied group home;

&R

a religious facility such as a church, synagogue, parsonage,

rectory, convent, and parish home:
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BILL No. 16-23

(5) group living facilities as defined in Section 59-3.3.2 of the Zoning
Ordinance;

(6) a dwelling unit governed by a State or County agreement that
limits the rent charged and the agreement remains in effect;

(7) moderately priced dwelling units in a building constructed after
2005 that 1s governed by a 99-year agreement with the County and
that are affordable to families at 120%, or lower, of area median
income;

(8) atransient lodging facility subject to Chapter 54;

(9) aschool dormitory;

(10) a licensed assisted living facility or nursing home;

(11) an accessory dwelling unit; and

(12) a building originally constructed to contain only two dwelling

units, one of which the owner occupies as a permanent residence.

29-84. Application for grant of exemption.

(a)

Grant of exemption. After submission of an application by an owner, the

Department must grant an application for an exemption from this Article

for the following:
(1) a rental facility that is subject to a regulatory agreement with a

(2)

governmental agency that controls the rent levels of one or more

rental dwelling units so that they are available only to low- and

moderate-income tenants; or

a newly constructed rental dwelling unit for a period of 10 years

after 1t 1s first offered for rent.

Termination of exemption.
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BILL No. 16-23

An exemption granted under subsection (a)(1) of this Section

expires upon the termination of the agreement with the

governmental agency entitling the rental facility to the exemption.

Exemptions granted pursuant to subsection (a)(2) of this Section

rental housing license, regardless of when the application for an

exemption was made by the owner.

(c)  Rents after termination of exemption.

(@8]

For rental dwelling units receiving an exemption under subsection

(a)(1) of this Section, after the termination of the exemption, the

base rent for the unit and the reference point from which the rent

must be increased in accordance with this Article must be the

allowable rent as reported in the annual rent report, under Section

29-87(a), for each unit at the time the exemption commenced plus

the annual rent increase allowance for each year that the unit was

exempt.

For rental dwelling units receiving an exemption under subsection

(a)(2) of this Section, after the termination of the exemption, the

base rent for the units and the reference point from which the rent

must be increased in accordance with this Article must be the rent

for each unit set forth in the most recent annual rent report, under

Section 29-87(a), preceding the expiration of the exemption. For

any units not rented when the exemption period terminates, the

base rent must be the rent charged when the unit 1s first rented to a

tenant. Ifthe actual rent paid by a tenant differs from the rent stated

rent.
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29-85. Base rent for certain units — established.

(a)

Reset of base rent for owner-occupied condominiums. When the owner,

or successive owners, of a condominium unit, occupies the unit for at

least 24 consecutive months as a principal residence, the owner may

charge market rent for the unit when the owner rents the unit to a tenant.

The rent the owner charges the tenant must establish the base rent for the

unit until the owner again occupies the unit for at least 24 consecutive

months. If the actual rent paid by the tenant differs from the rent stated

Rents following the sale of a condominium unit. The owner of a

condominium unit that purchases a condominium unit in a bona fide

owner first rents the unit to a tenant after purchasing the unit. The rent

the owner charges the tenant must establish the base rent for the unit until

the owner occupies the unit for at least 24 consecutive months. If the

actual rent paid by the tenant differs from the rent stated in the lease, then

Base rent for certain rental units not subject to rent increase. For rental

dwelling units that are subject to rent stabilization, the base rent must be

the rent charged for the unit when the unit is first rented to a tenant after

the effective date of this Act. If the actual rent paid by the tenant differs

base rent.

29-86. Annual rent increases — allowance; notice, frequency; and vacant units.

(a)

Annual rent increases.

(1) Maximum allowance. A landlord must not increase the base rent

for any rental housing unit by an amount greater than 3% per year,

(6)
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of the preceding year to March 1 of the current year, whichever is

lower.

Notice of rent increase allowance by the Department. The

Department must calculate an annual rent increase allowance and

notify each landlord by publishing it in the County Register and on

the County’s website.

Time period for increase. The annual rent allowance remains in

effect for a 12-month period beginning July 1 of each year and

ending on June 30 of the following year.

Banking permitted based on CPIl. A rent increase less than

permitted in this Section may be banked as provided in Section 29-

88.

Rent increase following vacancies.

(A) Vacant rental unit — banking allowed. If a unit previously

vacant returns to the market for rent, the new rental amount

may include the allowable annual rent increase for each year

amount paid by the prior tenant.

(B) Rent increase following a tenant vacancy - prohibited. A

landlord, who terminates a tenancy for a reason not

provided for in the lease or during the first year of a tenancy,

than the base rent paid by the prior tenant. Any subsequent

rent increase must be in accordance with this Section.
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Frequency of rent increases. Except as provided in subsection (b)(1), a

landlord must not increase the base rent for any rental housing unit more

often than allowed under Section 29-54.

(1) A base rent may be increased in accordance with the terms and the

conditions of a fair return increase petition approved by the

Department under Section 29-89.

Notification of annual rent increase. A landlord must provide notification

of a rent increase as required under Section 29-54.

29-87. Annual reporting requirements.

(a)

Reporting requirements. By September 30 of each year, a landlord of

any rental housing must complete and submit to the Department a rent

report for the 12-month period ending on the preceding June 30 on a form

provided by and in the manner prescribed by the Department.

Penalty for failure to comply with reporting requirements. Failure to file

a complete or accurate rent report by September 30 of each year must

constitute a Class A violation of this chapter unless an extension of time

for a good cause is granted by the Department.

29-88. Banking of authorized annual rent increases.

(a)

Authorized banking based on CPI metric. A landlord may bank foregone

revenue when the CPI metric is above 3% and may determine to recover

the foregone rent increase in subsequent years when the CPI metric is

below 3%.

Limit on banking rent increases. A landlord is not permitted to bank

increases for a period greater than 5 vears.

Subject to fair return petition. Under this Section, a landlord must not

exceed the 3% rent increase allowance unless an application for a fair

return petition i1s granted.
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29-89. Rent increases pursuant to a fair return petition.

(a)

(b)

Fair return rent increase. Except as provided in subsection (b), a

landlord has a right to petition for a rent increase to obtain a fair return.

Exemption from fair return petition. A landlord must not file a fair

return petition for a rent increase if a unit in the property is designated

by the Department as “troubled” or ‘“‘at risk” under Section 29-22(b).

The unit for which the landlord is requesting the increase must have

passed a rental housing inspection within one year of the application

date.

Standards for rent increases pursuant to a fair return petition.

(1

Base year. The base year for submission of a fair return petition

return petition.

Current vear. The current year must be the 12-month period

preceding the date that the petition is filed.

Current year CPI. The current year CPI must be the annual CPI

for the 12-month period preceding the date that the petition is filed.

Net operating income. Net operating income equals gross income

minus operating expenses.

Base year net operating income. The base year net operating

income may be calculated, at the option of the landlord, to equal

40% of the gross income of the rental facility in the prior preceding

ycar.

Gross income. Gross income 1s the annual scheduled rental income

for the property based on the rents and fees (other than fees that are

reimbursed by the tenants) the landlord included as part of the

rental agreement or lease.
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(8) Operating expenses. Operating expenses may include the

following:

(A)

utilities paid by the landlord, unless the costs are specified

(B)

in the lease and passed through to the tenants:;

administrative expenses, such as advertising, legal fees, and

©)

accounting fees:

management fees, whether performed by the landlord or a

(D)

property management firm. It is assumed that management

fees increased by the percentage increase in the CPI

between the base year and the current year, unless the level

of management services either increased or decreased

during this period. Management fees must not exceed 6%

of gross income unless the landlord demonstrates by a

preponderance of the evidence that a higher percentage is

reasonable;

payroll;

the amortized cost of capital improvements. An interest

allowance must be allowed on the cost of amortized capital

expenses; the allowance must be equal to the interest the

landlord would have incurred had the landlord financed the

capital improvement with a loan for the amortization period

of the improvement, making uniform monthly payments, at

an interest rate equal to the Federal Reserve Board bank

petition plus 2% per annum;

(10)
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(F) maintenance-related material and labor costs, including
self-labor costs computed in accordance with any
regulations adopted pursuant to this Section;

(G) property taxes;

(H) licenses, government fees, and other assessments; and

()  insurance costs.

Reasonable operating and maintenance expenses do not include:

(A) expenses for which the landlord has been or will be
reimbursed by any security deposit, insurance settlement,
judgment for damages, agreed-upon payments, or any other
method;

(B) payments made for mortgage expenses, either principal or
interest;

(C) judicial and administrative fines and penalties;

(D) damages paid to tenants as ordered by the Commission on
Landlord-Tenant Affairs or the courts;

(E) depreciation;

(F) Iate fees or service penalties imposed by utility companies,
lenders, or other entities providing goods or services to the
landlord or the rental facility;

(G) membership fees in organizations established to influence
legislation and regulations;

(H) contributions to lobbying efforts;

()  contributions for legal fees in the prosecution of class-action

Cases,

political contributions for candidates for office;

(11)
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(K) any expense for which the tenant has lawfully paid directly

or indirectly;

(L) attorney’s fees charged for services connected with

counseling or litigation related to actions brought by the

County, unless the landlord has prevailed in such an action;

(M) additional, expenses incurred as a result of unreasonably

deferred maintenance: and

(N) any expense incurred in conjunction with the purchase, sale,

or financing of the rental facility, including, loan fees,

payments to real estate agents or brokers, appraisals, legal

fees, or accounting fees.

When an expense amount for a particular year is not a reasonable

projection of ongoing or future expenditures for that item, said

expense must be averaged with other expense levels for other years

or amortized or adjusted by the CPI or may otherwise be adjusted,

to establish an expense amount for that item which most

reasonably serves the objectives of obtaining a reasonable

comparison of base year and current year expenses.

(¢)  Rent increase petition based on fair return standard.

(@8]

Form of petition. Whenever a landlord proposes a rent increase of

more than the amount permitted by this Article, the landlord must

file a petition with the Department on a form provided by the

Department.

Income and expenses. A landlord must submit net operating

income and expense information. The landlord must submit

income and expense information for the two years prior to the

current year with the petition.

(12)
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Petition restrictions. A petition filed pursuant to this Section must

address an entire rental facility. The landlord filing a petition must

own the rental facility for the entire current year.

Adjustments to petition — base year net operating income.

(A)

Adjustment of base year net operating income by

Department. If the Department determines that the base

year net operating income yielded other than a fair return,

the base year net operating income may be adjusted. To

adjust the base year net operating income, the Department

must make at least one of the following findings:

L

base year net operating income was abnormally low

(a)

(©

the landlord made substantial capital

improvements that were not reflected in the

base year rents and the landlord did not obtain

a rent adjustment for these capital

improvements;

substantial repairs were made due to

exceptional circumstances; or

other expenses were unreasonably high,

notwithstanding prudent business practice.

base year rents did not reflect market transactions,

due to one or more of the following types of

circumstances:

(a)

there was a special relationship between the

landlord and tenant resulting in abnormally

(13)
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low rent charges (such as a family

relationship):

(b) the rents had not been increased for five years

preceding the base year:;

(c) the tenant lawfully assumed maintenance

responsibilities in exchange for low rent

increases or no rent increases; or

(d) other special circumstances which establish

arms-length transaction.

Establishment of a new base year net operating income —

prior vear petitions. The net operating income, income, and

expenses, determined to be fair and reasonable pursuant to

a prior petition for a fair return rent increase, constitute the

base year income, expenses, and net operating income in the

new petition.

(d) Consideration of fair return petition by the Department.

(1

Issuance of a decision by the Department. The Department

must endeavor to issue its preliminary decision ruling on the

petition within 90 days of the review or hearing on the

Rejection of petition.

(1) The Department must not consider the fair return

petition submitted by the landlord:

(14)
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until the properly completed petition form,

including required supporting documentation,

has been submitted to the Department;

when the landlord has not properly registered

©)

the rental property with the County or when

the landlord has outstanding fees or fines with

the Department;

when the landlord has not filed required rent

(D)

reports for the 3 years prior to the filing date of
the petition, provided that the Department

may, at its discretion, waive the above

requirement for good cause shown; or

when the landlord has failed to comply with a

final order of the Department concerning any

rental unit owned by the landlord in the

County. However, the failure to comply with

an order of the Department must not constitute

a basis to decline to consider the landlord’s

request if the order has been appealed to a

court and no decision has been rendered on

appeal.

If the Department declines to consider the landlord’s

request it must provide a written explanation for its

action.

Ceiling on fair return adjustments.

(1)  Fair return rent increases on occupied rental units. Fair

return rent increases must not exceed 15% in any 12-month

(15)
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period. If the Department awards a fair return rent increase

greater than 10%, then the landlord may impose the

remainder of the increase in subsequent years in increments

not to exceed 10% each year.

Fair return rent increase following a vacancy. If the

Department determines that a rental unit requiring an

increase of more than 10% is vacant, the Department must

allow the increase for that unit to be taken in one year,

provided the unit became vacant as a result of:

(1)  ayvoluntary termination by the tenant; or

(2) termination of the tenancy by the landlord for breach

of the lease.

(g) MNotification requirements.

(1

Notice of petition for a rent increase. The landlord must

provide written notification to each tenant affected by a

proposed rent increase within one week after the filing date

of the petition. Such notification must include a copy of the

petition form and a listing of all requested rent increases.

Notice _of a rent increase granted pursuant to a rent increase

petition. The landlord must provide written notice to each

affected tenant of the rent increase which has been

authorized by the Department, no less than 90 days prior to

the date the proposed increase is to take effect.

(h)  Rollbacks - bad faith fair return petitions.

(1

Authority to require rollback. At the consideration of a fair

return petition, if the Department finds that the adjusted base

year net operating income included in the petition is less

(16)
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than the actual petition year net operating income of the

landlord and the fair return petition was filed in bad faith,

the Department may require the landlord to rollback the

rents charged on the rental units covered by the petition to

result in a net operating income equal to the adjusted base

year net operating income.

Purpose of rollbacks. The purpose of the rollback provision

in this subsection is to ensure that fair return petitions are

filed in good faith, that the landlord reviews the records of

the rental property for which rent increases are sought to

ensure that a rent increase is justified under this Section and

to balance both the tenant and the landlord interests in each

petition to increase rents above the rent stabilization

allowance.

Determination of bad faith by the Department.

(A) The Department may determine whether bad faith

existed when a landlord:

(1) listed expenses for repairs or services never

performed:;

(i1) materially misrepresented expenses claimed:;

(111) knowingly filed a false rent report, in whole or

in part; or

(1v) acted in some manner which is a clear abuse of

the petition process.

The Department must not constitute the following as bad

faith under this Section:

(1)  miscalculations and simple mathematical errors; or

(17)



423
424
425
426
427
428
429
430
431
432
433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
448

BILL No. 16-23

(i1) claims for expenses or other items which are not

specifically addressed in this Section and which the

Department disallowed, but which could plausibly

have fallen within this Section.

(C) The Department must verify the information upon which it

makes its findings of bad faith and must issue a decision

clearly stating the basis for its finding. The landlord must

notify all tenants affected by the rent rollback, and, if the

landlord was permitted to increase rents by the rent

increases allowance pending a decision on the fair return

petition, all rent increases so collected must be refunded to

the affected tenants within 30 days. If the landlord fails to

roll back the rent or fails to refund the rent increases

collected, the affected tenants may begin paying the rolled-

back rent or may deduct any rent refunds or rollbacks owed

to the tenants in accordance with paragraph a of this Section.

Department authority in setting rents. Notwithstanding any other

provision of this Chapter or regulations instituted pursuant to this Article,

the Department must consider any factors required by law and grant

whatever rent increase is constitutionally required in order to yield a fair

return.

Burden of Proof. The landlord must have the burden of proof in

demonstrating that a rent increase should be authorized pursuant to this

Section.

Appeal. A landlord that disputes the Department’s calculation of income

and expenses may appeal that determination under Section 29-14 to the

(18)
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449 Commission on Landlord-Tenant Affairs which may decide whether the
450 calculation is correct.

451 (1)  Regulations. The County Executive may establish Method (1) regulations
452 to administer this Section.

453  29-90. [Reserved.] Enforcement.

454 (a) Consistent with the provisions in Chapter 29, this Section would be
455 enforced by the Department of Housing and Community Affairs.

456 (b) Complaints by a tenant or landlord must be filed in accordance with
457 Article V of Chapter 29.

458 Article VI. [RESERVED] Rental Housing Vacancy Tax — Excise Tax.

459  52-21. Excise tax; property lien.

460 (a) In this section:

461 (1) Excise tax:

462 (A) [a.] Is any tax not directly imposed on the property; and

463 (B) [b.] Includes but is not limited to fuel-energy taxes, telephone taxes,
464 room rental transient taxes, beverage container taxes, [and]
465 transfer taxes, and rental housing vacancy taxes.

466  52-60. [Reserved.] Definitions.

467 The words and phrases used in this Section, have the following meaning:

468 Calendar year means tax year and applies to the period between July 1 - June
469 30.

470 Department means the Department of Housing and Community Affairs.

471 Director means the Director of Finance or the Director’s designee.

472 Dwelling unit has the same meaning as in Section 29-56.

473 Owner means any person, agent, operator, firm, or corporation having a legal or
474 equitable interest in a property; or recorded in the official records of the State or

475 County as holding title to a property; or otherwise having charge, care, or control

(19)
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of the property, including the guardian, executor or administrator of the estate

of any such person.

Vacant dwelling has the same meaning as in Section 26-20.

52-61. [Reserved.] Imposition of tax; flat tax rate.

(a)  Except as provided in Section 52-62, the Director has the authority to

impose, collect, and administer a rental housing vacancy tax against an

owner of rental housing.

(b)  An annual rental housing vacancy tax must be imposed when:

(1) an owner of a dwelling has more than 2 rental units on premises:;

(2) the dwelling unit is not considered condemned under Section 26-

13; and

(3) the dwelling unit has been determined by the Department as vacant

for more than 12 calendar months.

(¢) Flat tax rate.

(1) The rental housing vacancy tax must be a flat rate of $500 per year

per dwelling unit.

(2) The County Council by resolution, after a public hearing

advertised under Section 52-17(c), may increase, or decrease the

rate set in subsection (¢)(1).

(3) The County Executive may further specify the administration of

this tax by Method (2) regulation.

52-62. [Reserved.] Exemptions.

(a)  This Article does not apply to:

(2) any organization that is exempt from income taxation under

Section 501(c)(3) of the Internal Revenue Code of 1986, as

amended;

(20)
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503 (3) owner-occupied single-family home;

504 (4) an accessory dwelling unit;

505 (5) the owner of the property who is deceased:;

506 (6) the owner of the property undergoing any medical care; or
507 (7) major renovations are being completed to the property.

508 52-63. [Reserved.] Collection of tax.

509 (@) Collection of tax — general. The Director must collect the tax in the same
510 manner as County real property taxes, apply interest and penalties as
511 provided under Section 52-64, and other remedies, including property
512 lien, if the tax is not paid.

513 (b) Use of funds — Housing Production Fund. All revenue collected under
514 the rental housing vacancy tax must be deposited and credited to the
515 Housing Production Fund (“Fund”) as established by the Montgomery
516 Housing Initiative under Section 25B-9. The Fund must be subject to
517 appropriation and fiscal provisions in the Charter. Funds provided for in
518 the Housing Production Fund must only be used for:

519 (1) the acquisition of affordable housing: and

520 (2) enforcement and administration of this Article.

521 (¢) Vacant units identified by the Department.

522 (1)  The Department must assess and determine based on the annual
523 rental housing survey data required under Section 29-51, the
524 number of vacant rental units and whether a unit was occupied for
525 more than 12 calendar months, or the owner qualified for an
526 exemption under this Article.

527 (2) By April 15 of each year, the Department must provide any

528 information under subsection (¢)(1), or documentation required by

(21)
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the Department of Finance to calculate the amount of the tax for

the preceding calendar year.

52-64. [Reserved.] Interest and penalties.

(a)

(b)

If an owner does not pay the Director the tax due under Section 52-61,

the owner is liable for:

(1) interest on the unpaid tax at the rate of 1% per month for each

month or part of a month after the tax is due; and

(2) apenalty of 5% of the amount of the tax per month or part of a

month after the tax i1s due, not to exceed 25% of the tax.

The Director must collect any interest and penalty as part of the tax.

52-65. [Reserved.] Appeal.

A person aggrieved by a final determination of tax or by a denial of a claim for

refund may, within 6 months from the date of assessment of the deficiency or

from the date of the denial of a claim for refund, appeal to the Maryland Tax

Court of Appeals the in the same manner as any other tax grievance.

Sec. 2. Transition; effective date. Article VI of Chapter 52 of this Act must

take effect 1 year after this Act becomes law.

(22)



March 6, 2023

Dear Colleagues,

Like you, we have heard concerns from residents across the county about the cost of living and the
impact of high rent increases. Today, we are responding with the introduction of the H.O.M.E. Act.

We are pleased to share letters of support from landlords, tenants and legislators, as well as labor unions
and community organizations, including:

Montgomery County Education Association (MCEA)
UFCW Local 1994 MCGEO

SEIU Local 500

Shepherd’s Table

African Communities Together

BIPOC MoCo Green New Deal

CASA

Everyday Canvassing

Glen Echo Heights Mobilization

IMPACT Silver Spring

International Organization for Education and Social Services
Jews United for Justice

Montgomery County Young Democrats (MCYD)
Maryland Poor People’s Campaign

MoCo 350

MoCo DSA

Montgomery County Racial Equity Network

Our Revolution Montgomery County

Progressive Maryland

Sunrise Silver Spring

Prince George’s County Councilmember Krystal Oriadha
Delegate Gabriel Acevero (D-39)

We look forward to a robust debate on how we can best protect renters from financial uncertainty, rising
costs, and displacement.

Sincerely,
i, el
Councilmember Kristin Mink Councilmember Will Jawando

(23)



GABRIEL ACEVERO g Annapolis Office
L("f{x"‘\‘llflz‘i? e District 39 The M ;1]‘_\'{:111(‘1 House of l)dcg.lru.s
Montgomery County ; 6 Bladen Street, Room 415

) ] ) Annapolis, Maryland 21401
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Appropriations Committee el

) 301-858-3001 - 410-841-3001
; 4 800-492-7122 Ext. 300
. B A" ) A--+) I Ext. 3001
Subcommittees 81N Gabriel. Acevero@house.state.md.us

Oversight Committee on Pensions

Public Safety and Administration THE MARYLAND HOUSE OF DELEGATES

ANNAPOLIS, MARYLAND 21401

March 6, 2023

Re: Rent Stabilization — Bill 16-23: The Housing Opportunity, Mobility
and Equity Act

To the Montgomery County Council:

| am Delegate Gabriel Acevero of District 39 which includes the communities of Gaithersburg,
Montgomery Village, Washington Grove, Clarksburg, and Germantown, representing one of the
most diverse districts in the country.

I am writing in support of Council Bill 16-23, The H.O.M.E. Act, introduced by
Councilmembers Will Jawando and Kristin Mink establishing an annual maximum rent increase
cap at 3 percent, with consideration and alternative options provided for landlords in unique
positions through the Fair Return Petition.

As a renter, | have seen my neighbors’ rents go up as much as $300 per month. For many
residents and families across our county, with these recent rent increases, there is a choice to be
made between securing either home utilities or necessities. We need stronger rent protection laws
including rent stabilization with a cap at 3 percent.

Montgomery County is one of the most expensive communities to live in. Many of our residents
are still reeling from the pandemic and they often pay disproportionately higher monthly and
annual housing expenses than renters in neighboring counties.

Prince Georges County Council recently passed rent stabilization package with a cap of 3
percent. | applaud our neighbors and believe that Montgomery County should follow suit and
provide much needed protections and relief to families in my district and across our county.

Sincerely,

Delegate Gabriel Acevero

(24)



PRINCE GEORGE'SIE8uNEL

Krystal Oriadha Ready To Serve!
Council Member
District 7

March 6, 2023

Dear Council President Glass, Council Vice President Friedson, and members of the Montgomery Country
Council,

| write to you today in support of Bill 16-23, Landlord-Tenant Relations - Rent Stabilization (The HOME
Act). As a member of the Prince George’s County Council and with alignment to the People’s Agenda, |
believe that housing is a human right. In Prince George’s, we have experienced the housing crisis that
came with the pandemic. Residents have not been able to afford their rents due to high costs and high
increases in rent. Yearly, rent increases continue to rise as high as 51% for individuals and families who
are still recovering from the economic strains that many experienced because of the pandemic.

My colleagues and | worked with advocates and stakeholders to pass CB-007, the Rent Stabilization Act,
which ensures that landlords cannot increase rent to tenants by more than 3%. We passed this with the
support of nine Councilmembers, County Executive Angela Alsobrooks, and advocates to ensure that
Prince Georgian’s are able to remain in their homes and our region for job opportunities, school quality,
and cultural diversity. Through several Council Bills, we hope to stabilize housing so that it is accessible to
all county residents. This is why | am in such strong support for Bill 16-23, as | believe that it will do the
same for Montgomery County residents.

Having safe, stable housing is critical to a healthy society. At a time when our counties are at an all time

high in the cost of living, food, transportation and housing, | respectfully urge you to pass this bill, so that
residents in Montgomery County can have housing stability.

Sincerely,

Krystal Oriadha
Councilmember, District 7

Website: pgecouncil.us/District7 | Wayne K. Curry Administration Bldg.
Telephone: (301) 952-3690 | 1301 McCormick Drive, 2nd Floor
Email: CouncilDistrict7@co.pg.md.us | Largo, Maryland 20774 (25)
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African Communities Together (ACT)
700 Pennsylvania Avenue SE 2™ Floor
Washington DC 20003

Contact — Bert Bayou

DC/MD/VA Chapter Director

Email — bert@africans.us

Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the County
Council,

African Communities Together strongly supports the passage of the Housing Opportunity, Mobility, and
Equity Act.

First, I would like to thank Council member Will Jawando and Kristin Mink for introducing this
bill. My name is Bert Bayou, Chapter Director for the DMV office of African Communities
Together (ACT). African Communities Together (ACT) is an organization of immigrants from
Africa and their families. ACT empowers African immigrants to integrate socially, get ahead
economically, and engage civically. We connect African immigrants to critical services, help
Africans develop as leaders, and organize our communities on the issues that matter.

From the beginning, we have built a base of tens of thousands of African immigrant contacts,
connected thousands of African immigrants to direct services, engaged hundreds of community
members in leadership development and public actions, and waged numerous successful policy
campaigns.

The top local organizing priority of our DMV chapter is addressing the threat of displacement to
low-income African immigrant tenants.

Montgomery County is home to tens of thousands of African immigrants. Most of our
community members are low wage workers and renters. According to various surveys, high rent
increases, and other expenses related to housing, are the top concerns for households. A typical
African immigrant household spends almost half of their income on rent, and most of the time
renters must work two, or sometimes three jobs, to make ends meet.

Immigrant communities can’t afford or accept increases larger than 3.0% if they want to stay in
this county. This bill protects our community from economic stress and displacement. We urge
the County Council to support the HOME Act.

Sincerely,
Bert Bayou

DC/MD/VA Chapter Director |
African Communities Together \ africans.us
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Dear Kristin,

My name is Agapita Padilla. | am a proud Mexican immigrant who has resided in Glenmont for
about 8 years. | am writing to thank you for taking action and introducing a Rent Stabilization
that would help keep a roof over my head. | am an elderly woman who has a handicapped son.
My rent recently increased by 6%! | don’t find that just! Every year the rent continues to
increase, and our wages stay stagnant. People like myself who depend on social security cannot
keep up, so we are forced to make cuts elsewhere, such as on utility bills, clothing, food, and
more. In my case, not only am | having a hard time keeping up with rent, but | am also struggling
with my son’s medical bills. The bill you introduced alongside councilmember Will Jawando
would prevent automatic displacement for my son and me. The thought of having to move is
stressful. | hope you and the council can pass this before my next rent increase in the spring.

Please feel free to contact me with questions.
Sincerely,

Agapita
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Alex Banks
Silver Spring, MD, 20902 (Forest Glen)

County Council: Pass the HOME Act, and Pass it Quickly!
Dear Montgomery County Councilmembers,

My name is Alex Banks and | am a father of two MCPS students in the Forest Glen area, in
District 6. | urge the County Council to quickly pass the HOME Act to cap rent increases at a
maximum of 3% to keep single parents like me housed and stable.

After working in retail and hospitality for most of my life, I've been able to build a family in
Montgomery County thanks to my current job working for the Union of the American Federation
of Teachers. The financial security I've built up is now at significant risk, however: my rent will
soon increase by 19%, from $2100 to $2500. As a single father of two young elementary
schoolers living in one of the most expensive parts of the country, any rent increase would
threaten my financial stability, especially any increase nearing the double digits.

Because of this increase, | have less money for basics like groceries and to provide things for
my kids like new clothes and potentially braces for my oldest son. | do not own a car, so it is
crucial for me to live near a metro station as well as my children's school. The condo | rent is in
the perfect location, but there are not many available alternatives nearby that meet those
criteria so | really don't have a choice but to pay the increase for another year and hope
something better opens up nearby — looking to the other transit-accessible areas near me in
Silver Spring and Wheaton are completely out of my budget.

People in my situation will be forced to look further away from DC (where | and so many work)
which just further exacerbates the problem with regards to transportation/commute time. This is
a problem for sustainability for me and for our environment. This is a problem of protecting our
educators, who face more flack from parents than ever before and are being priced out of the
county at alarming rates. This is a problem for our already over-crowded homeless shelters, and
for the growing number of homeless people | encounter in the Silver Spring and Forest Glen
area daily. And this is a problem for the many, many people on the precipice of displacement,
just a few dollars of back rent away from losing everything.

The long term solutions to our County’s housing crisis, like social housing, better inspections,
and investment in deeply affordable and dignified housing. We desperately need to cap the rent
at 3% maximum to prevent the worsening of all of the problems | listed above.

| urge you to pass the HOME act, quickly and in its strongest form.

Thank you.
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Alexis Kurtz
Downtown Silver Spring
Alexiskurtz@yahoo.com | 443-713-8513

My name is Alexis Kurtz, and | live in Downtown Silver Spring, in District 4. I'm a public school
teacher who's recently experienced a 7% rent increase.

Yet I've also faced mold, ants coming up from the floors, wires loose in the walls which impair
wifi abilities, oil paint melting in the bathroom and dripping down our faces when we shower,
and flooding during heavy rain.

| am a public school teacher, but | don’t know if | can continue to be one anymore. I've outlasted
teaching during an international pandemic and still cannot afford to live. My rent is nearly 50% of
my paycheck, and that’s with a roommate.

I have less money for food. | am lucky enough to be a middle school teacher at a school that
gives free breakfast, which | usually eat for lunch. I've had to start coaching after school in order
to pay for the rent increase from last year, but | can’t afford this one unless | get a second job. |
don’t have the time to have a second job and also do my first one well.

| can’t afford pencils or fidgets for my students, so they have to go without unless the county has
extras. When gas prices rose, | was lucky enough to spend a few nights with family who lives
closer to my work so | wouldn’t have to drive as much.

| can’t afford the rent increase, but | can’t afford to move either. Rent everywhere is still rising,
and there doesn’t seem to be an end. If my rent increases again, I'm going to have to move out
of MoCo and get a job somewhere else.

The county cannot concurrently allow housing prices to increase while not also providing
adequate salaries to the people who work for them. Any place a teacher, nurse, or social worker
can't afford to live in will not be able to improve. | worry how these increases will impact our
children’s education.

Please support and quickly pass the HOME Act, so that educators like me can receive the
dignity and stability we need to support our children and community.
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Dear Councilmember Jawando and Mink,

My name is Alma. For 14 years, my family and | have called Germantown
home. During COVID, we found stability and financial predictability with the
rent cap protection. Rent was paid on time, bills were more manageable,
and we had money to save for the future.

Then in June of 2022, my family received a rent increase of 7.11%. Shortly
after that notice, my husband got sick with COVID and could not work for a
few weeks. My husband is the only breadwinner in our family. | cannot work
because one of my daughters has unique needs that require full-time
assistance.

When he returned to work, we were weeks behind rent—weeks turned six
months. Despite our best efforts to pay a little here and there, we continued
to fall behind. We applied for rental assistance, which has been an
overwhelming process. We applied for rental assistance, but it has been an
overwhelming process that takes months, leading to emotional turmoil and
sleepless nights.

In January, my landlord sent me a 60-day notice to vacate. To make
matters worse, | just received a letter being denied Rental Assistance. To
say that we are worried is an understatement. We don’t know where to go
with very little affordable rent in the county.

| am writing to share my story. It's the story of hundreds across the county. |
am here not only urging for quick action from our elected officials to pass
Rent Stabilization but to have a heart. Communities like mine deserve to be
here. We deserve stability and predictability. We deserve a HOME. And
that’s why | am writing this letter of support for Bill 16-23 (HOME ACT).

Thank You!
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Estimados concejales Jawando y Mink,

Mi nombre es Alma. Durante 14 afios, mi familia y yo hemos llamado hogar
a Germantown. Durante COVID, encontramos estabilidad y previsibilidad
financiera con la proteccion del tope de alquiler. El alquiler se pagaba a
tiempo, las facturas eran mas manejables y teniamos dinero para ahorrar
para el futuro.

Luego, en junio de 2022, mi familia recibié un aumento de alquiler del 7,11
%. Poco después de ese aviso, mi esposo se enfermé de COVID y no
pudo trabajar durante algunas semanas. Mi esposo es el unico sostén de
nuestra familia. No puedo trabajar porque una de mis hijas tiene
necesidades unicas que requieren asistencia de tiempo completo.

Cuando volvio al trabajo, llevabamos semanas de retraso en el alquiler, las
semanas se convirtieron en seis meses. A pesar de nuestros mejores
esfuerzos para pagar un poco aqui y alla, continuamos atrasandonos.
Solicitamos asistencia de alquiler, que ha sido un proceso abrumador.
Solicitamos asistencia de alquiler, pero ha sido un proceso abrumador que
lleva meses, lo que lleva a una confusion emocional y noches de insomnio.

En enero, mi arrendador me envié un aviso de 60 dias para desalojar. Para
empeorar las cosas, acabo de recibir una carta en la que se me niega la
asistencia para el alquiler. Decir que estamos preocupados es quedarse
corto. No sabemos addnde ir con muy poco alquiler asequible en el
condado.

Escribo para compartir mi historia. Es la historia de cientos en todo el
condado. Estoy aqui no solo instando a que nuestros funcionarios electos
tomen medidas rapidas para aprobar la Estabilizacion de Rentas, sino que
tengan corazén. Comunidades como la mia merecen estar aqui. Nos
merecemos estabilidad y previsibilidad. Nos merecemos un HOGAR. Y es
por eso que estoy escribiendo esta carta de apoyo al Proyecto de Ley
16-23 (LEY DE VIVIENDA). jGracias!
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March 6, 2023

Attn: Councilmember Kristin Mink
Montgomery County Council

100 Maryland Avenue, 6th Floor
Rockville, MD 20850

Dear Councilmember Mink,

I’'m writing to you regarding the urgent need for rent stabilization and relief efforts in Montgomery County
and to express my support for the HOME Act. My husband, Craig, and I have lived in Silver Spring, MD for
nine years—seven of those have been spent living in our current building located at 1150 Ripley Street.

During our time as tenants, we have always paid our rent—including all fees and utilities—on time and in full.
This includes the nearly six months of 2020 when we had intermittent (at best) access to hot water and the
four weeks we were displaced in summer of 2021 due to a burst pipe flooding our unit at the time. In short,
we have been model tenants.

On February 21, 2023, we received a renewal letter (attached) from our property management company,
Washington Property Company, demanding a 30% increase in our rent for a standard 12-month lease. Over
the course of a year, this increase would cost our household an additional $7,680 in rent. It should be noted
that our building has undergone no major capital improvements or renovations, nor has management added
any significant amenities to the property to justify such an outrageous increase in our rent. In fact, the only
justifications cited for the increase are inflation—which was 6.4% through January 2023—and the recent
expiration of Council-mandated limits on rental increases.

Our building is over ten years old and is surrounded by newly constructed, luxury apartment buildings. This
means we live in one of the most affordable buildings within a several block radius. As a result, our fellow
residents are a diverse mixture of families and individuals who represent the best parts of living in Silver
Spring. Extreme rent hikes will make this building unaffordable to many existing tenants and will force
residents out of the neighborhood entirely as we are surrounded almost exclusively by high-priced luxury
rentals. Because Washington Property Company owns and manages five buildings in Montgomery County, |
suspect this problem will not be isolated to our building nor our neighborhood.

Upon attempting to negotiate with our building manager, my husband was told that Washington Property
Company is aware the increase is extreme but knows most residents won’t have the time or energy to
negotiate and will simply “pay or move”. Similarly, the manager seemed to indicate that there is a broad
movement among management companies to align rents throughout Downtown Silver Spring into specific
price ranges for similar-sized units. In other words, they’re not not price fixing.

| believe it is obvious that only direct action by the Montgomery County Council can reign in extreme rent
hikes like the one we currently face. Renters in Montgomery County are not a transient or temporary
population. Many of us are longtime residents who simply find ourselves priced out of the housing market
here but still love the place we call home. | hope the Council will pass the HOME Act and afford renters the
protection we deserve.

Best,
Alyse Stokes

1150 Ripley Street
Silver Spring, MD 20910
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1
solaire

1150 Ripley

Tuesday, February 21, 2023

Alyse Stokes

1150 Ripley Street

Bldg # 01 J
Silver Spring, MD 20910

Dear Alyse Stokes:

Thank you for calling Solaire 1150 Ripley your home over the past year. We'd like you to continue to be our resident with a new

lease slarling 01 6112023, As you may be aware, on May 16, 2022 Montgomery County lifted the renewal increase mandate
that has been in place over the last 30 months. Due to the mandate being lifted, renewal increases are no longer capped ai

During this time, costs of operating our community have increased significantly due to inflation
and supply chain delays. Over the past 30 months our team has worked to provide a great experience while navigating the
impact of the county's renewal restrictions in addition to increased costs in labor, parts, and services that our community relies on
daily. For your review, below is your renewal offer for your upcoming term. We understand that you may have questions
regarding this increase and encourage you to schedule a time to meet with your Property Manager to discuss your options.

Current Rent 2,091.00

Lease Option Monthly Rent % Inc

15 - Month Lease 2,509.00 19.99%
12 - Month Lease 2.731.00 30.61%
Month-to-Month Optiory Monthly Rent % Inc
Month-to-Month Lease 3,137.00 50.02%

In addition to your monthly rent, you currently have the following additional item(s) leased:

Item Current Rate New Rate
Pet Rent 35.00 35.00
Parking 150.00 150.00

The above item(s) will renew at the new rate unless you inform us that you wish not to renew the item(s).

If you do decide to move, please provide us with written intent to vacate (check your lease for the required notice period). If we
don't hear from you before your lease expires, your lease will convert to a month-to-month status effective the first day of the
month following expiration. The monthly rate indicated in the month-to-month lease option above will apply.

Again, please contact the leasing office if you have questions. We'll be happy to assist you.

Sincerely,

The Staff of Solaire 1150 Ripley

cc: Resident file
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Dear Councilmember Mink,

My name is Ana Laura Garcia, and [ have been a Montgomery County resident for 20+ years. I
am also the president of a tenants association representing 150+ immigrant families in
Germantown. About a year and a half ago, we fought for a rent-stabilization bill to protect
Montgomery County residents from any rent increment during the pandemic. The bill allowed
people to keep a roof over their heads and provided stability in most people's lives when they
needed it the most. As people still struggle to get back on their feet, the last thing that we want to
do is allow rent increases to go unchecked. For many in my community, a rent increase beyond
5% would make it harder to find affordable housing in the county including myself. I want to
live here for the next 20 years; however, with little to no work and rising housing costs, I am
afraid that I will no longer be able to afford to live in the county that I've called home for the past
20 years. I am writing a letter supporting Bill 16-23, the Home Act. We deserve to a future here
in Montgomery County.

-Ana Laura Garcia.
Estimado concejal Mink,

Mi nombre es Ana Laura Garcia y he sido residente del condado de Montgomery durante mas de
20 afos. También soy presidente de una asociacion de inquilinos que representa a mas de 150
familias inmigrantes en Germantown. Hace aproximadamente un afio y medio, luchamos por un
proyecto de ley de estabilizacion de alquileres para proteger a los residentes del condado de
Montgomery de cualquier aumento de alquiler durante la pandemia. El proyecto de ley permitio
a las personas mantener un techo sobre sus cabezas y proporcion6 estabilidad en la vida de la
mayoria de las personas cuando mas lo necesitaban. Mientras la gente todavia lucha por
recuperarse, lo tltimo que queremos hacer es permitir que los aumentos de alquiler no se
controlen. Para muchos en mi comunidad, un aumento de alquiler superior al 5 % dificultaria
encontrar viviendas asequibles en el condado, incluyéndome a mi. Quiero vivir aqui durante los
proximos 20 afios; sin embargo, con poco o ningun trabajo y costos de vivienda en aumento, me
temo que ya no podré vivir en el condado al que he llamado hogar durante los ultimos 20 afos.
Estoy escribiendo una carta apoyando el Proyecto de Ley 16-23, la Ley de Vivienda. Merecemos
un futuro aqui en el condado de Montgomery.

-Ana Laura Garcia.

(34)



Letter in Support of Bill 16-23,
The Housing Opportunity, Mobility, and Equity (HOME) Act

My name is Bess Teller and | am a resident of Brookeville, Maryland in District 7. | am writing in
support of Bill 16-23, the HOME Act, which will create stability and predictability for landlords
and tenants by creating parameters for annual increases in rent, with appropriate exemptions
for new construction and deeply affordable housing, plus an appeal process for landlords who
are facing unusual circumstances or costs.

My husband and | were renters for nine years before we were able to be homeowners. Now we
are landlords for two attached homes that are both located in Silver Spring. We have told our
property manager that if either or both tenants have difficulty paying rent, especially due to
COVID, we would not pursue a late fee or eviction, although we still have our expenses to
maintain the homes.

Economic instability, which existed before COVID and was worsened due to the pandemic,
continues to push thousands of Montgomery County households to the brink of homelessness. |
strongly support emergency rental assistance as a necessary part of keeping people in their
homes. | have contacted my state legislators to urge them to include much needed emergency
rental assistance in this year’s state budget.

But emergency rental assistance isn’t enough. Ripple effects from the pandemic are still causing
financial disruptions. People are still missing hours at work due to COVID or COVID related
closures. Asset depletion and increasing rent debt is widespread among low-income renters.
With savings and credit tapped out, households have no buffer to keep them from
homelessness when small financial setbacks inevitably happen.

Many small landlords, like my husband and me, have kept rents steady over the years and work
with our tenants to keep them from being displaced. However, it isn’t a level playing field, and it
causes a lot of instability in our communities when some landlords are raising their rates year
after year at levels that aren’t sustainable for renters.

For all of these reasons, | am urging you to support Bill 16-23, to create a more just and

sustainable system that will strengthen our communities and improve the quality of life
for everyone in Montgomery County.
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BIPOC MOCO Green New Deal Internship

Jim Driscoll, MBA, PhD

Coordinator, BIPOC MOCO Green New Deal Internship
Treasurer, National Institute for Peer Support

5800 Nicholson Lane, Unit 401

North Bethesda, MD 20852
520-250-0509
jimwdriscoll@gmail.com

March 2, 2023

Dear Council President Glass, Council Vice President Friedson, and members of the County
Council,

The BIPOC MOCO Green New Deal (GND) Internship strongly supports the passage of the
Housing Opportunity, Mobility, and Equity Act.

We thank Councilmembers Jawando and Mink for introducing the bill.

The internship is a project of the National Institute for Peer Support, a small nonprofit based in
North Bethesda. The Institute educates and advocates locally and nationally on behalf of social,
economic, environmental and climate justice. This spring, there are 25 BIPOC MOCO high
school youth in the Internship paid to learn about climate science, the community of climate and
social justice organizations in the County and the skills of social change. They volunteer with
over a dozen social justice organizations and take part in nonviolent direct action. Since the
summer of 2021, the Internship has trained over 100 MOCO BIPOC high schoolers. The
Internship is part of the MOCO Green New Deal founded by 350.org and Extinction Rebellion
MOCO in response to the County’s failure to take meaningful action on climate change after
declaring the first “climate emergency” in the United States in 2017. The Interns have repeatedly
raised the need for action on climate and a MOCO Green New Deal in the local media:

[0 Intern Media Summary .docx

The Interns and the MOCO nonprofit organizations who help train them are concerned about the
interconnected crises of housing and climate justice in MOCO-and their disproportionate impact
on their own BIPOC communities. From their lived experience, from presentations by local
social justice organizations and from volunteering with those organizations, they have learned a
lot about that interconnection. Rents in MOCO, indeed, are too damn high—and the landlords
keep raising the rent, often outrageously. They know that high rents force students to study in
small apartments. They know that unpredictable and large rent increases create an atmosphere of
uncertainty that affects students’ work in school. They know some students are forced into
homelessness. They know that unhoused people suffer the most from climate-driven heat waves
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and storms. They know that other students have been forced to move out of the County. They
know the impact of the resulting long commutes on greenhouse gas emissions. They know some
students have to go without air conditioning in heat waves due to high and increasing rents. They
know the world does not care about people who look like them. They know that their County is
doing very little to protect people like them from the rampaging climate catastrophe. They know
that if civilized life is to survive in the County, its residents must work together. They know that
forced displacement and uncertainty about rent increases undermines the ability of families to
cooperate and indeed the ability of the County to deliver effective services during this
emergency.

The HOME Act for Rent Stabilization provides some protection against homelessness,
displacement, and housing uncertainty. Besides dealing with the housing crisis, this Act will
facilitate the response of County residents and the County itself to the climate crisis. The least
the Council can do is to pass the HOME Act. Now that these BIPOC young people know about
the importance of strong rent stabilization, this is a chance for the Council to show them it cares
about them and understands the connection between stable rents and dealing with the climate
emergency.

We urge the County Council to support the HOME Act.

Sincerely,

Jim Driscoll
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March 3, 2023

Council President Glass, Council Vice President Friedson, and County Council Members
100 Maryland Avenue, 6™ Floor

Rockville, MD 20850

transmitted by email

Re:  Letter in Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the
County Council,

My name is Jacob Kmiech, and [ am an Equal Justice Works Fellow in CASA’s Legal
Team, where [ help with cases involving access to housing and housing conditions.
Over 122,000 members guide CASA’s mission to create change as the leading
immigration organization in the Mid-Atlantic. CASA combines advocacy, community
organizing, and human services to serve its members and provide the support
necessary for full participation in our society. More can be read about CASA on its
website here: https://wearecasa.org/

My daily work on CASA’s housing team brings me into contact with people
throughout our community who are on the verge of being forced out of their homes.
While we are able to help these clients navigate the legal system and often win cases
where the odds are stacked against them, there are still many cases where we are
nearly powerless to help them avoid displacement despite clear injustice. Of this
category, the largest majority come from apartment complexes where their landlord
has suddenly raised their rent to an extreme and unreasonable degree beyond the
realm of affordability for the average tenant currently living there. This practice is
currently legal despite the destructive effects that such profiteering has on the
community at large.

This is why the Home Opportunity, Mobility, and Equity Act introduced by
Councilmember Jawando and Councilmember Mink is so critical. Rent stabilization
strikes an ideal middle ground by helping to protect tenants from extreme rent
hikes, while also ensuring that landlords can still make reasonable increases in their
rent.

CASA Legal Program P.O. Box 7277, MD 20787-7277 | www.wearecasa.org | 301.431.4185
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Local Statistics

For many years, renters have struggled to meet rising and extreme rent hikes. Over
the course of 2022, rental inflation reached an extraordinary rate of 14%, easily
doubling the 7% inflation rate seen on other products. Meanwhile, wages have
stagnated, and renters have been forced to leave their communities because of prices
displacing them.

Currently, our area is one of the most expensive for housing. More than half of
households in the DC-area are rent burdened, meaning that their monthly rent
exceeds more than 30% of their monthly income. Without protection, these renters
are placed in danger and constant fear of extreme rent increases that would price
them out of their homes.

National Efforts

Recognizing this danger, the White House has directed the Federal Housing Finance
Agency to explore protections against high rent increases, recognizing that “Renters
should have access to housing that is safe, decent and affordable and should pay no
more than 30 percent of household income on housing costs.”! As part of this effort,
the White House has called on local lawmakers and private housing actors to protect
renters and “enhance existing policies and develop new ones that promote fairness
and transparency in the rental market.” The administration also endorsed the early
commitments of the Wisconsin Housing and Economic Development Authority and
Pennsylvania Housing Finance Agency for their own rent stability legislation.?

Community Need

Throughout Montgomery County, the percentage of rent burdened families has
continued to grow. CASA’s legal team, dedicated to representing clients in housing
matters, regularly hears stories directly from renters who live throughout
Montgomery County. Among those struggling to get by, we have heard from renters
who have been required to bring in additional family and/or friends to help pay their
rent. We have heard from members who have been forced to take two jobs just to
keep a roof over their kids’ heads, leaving them with less time to share with
them. Above all else, we have heard from communities that are surprised that
extreme rent hikes of the nature we are describing are even legal.

Why Rent Stabilization?

Rent stabilization programs (not to be confused with rent caps, rent control, or rent
freezes) prevent extreme spikes in housing costs and price gouging by limiting the
rate that rent can increase in a given year. Rent stabilization still allows rent to
increase, but only by a reasonable percentage defined by law, which helps to protect

1 https://www.whitehouse.gov/briefing-room/statements-releases/2023/01/25 /fact-sheet-biden-
harris-administration-announces-new-actions-to-protect-renters-and-promote-rental-affordability /
2]d

CASA Legal Program P.O. Box 7277, MD 20787-7277 | www.wearecasa.org | 301.431.4185
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tenants from extreme cases of profiteering. Currently, more than 180 cities and
towns in the United States have rent regulations in place to protect their tenants. This
includes Prince George’s County, which almost unanimously approved a rent
stabilization measure on February 28, limiting the ability for landlords to increase
rent for tenants above 3% of their current rent over a 12-month period3

Beyond preventing price gouging, stabilization would have several economic
benefits. Firstly, it would provide economic stability, transparency, and predictability
to renters, helping them to get the peace of mind they need to plan for other expenses
and invest elsewhere in our economy. Second, it would prevent involuntary
displacement and homelessness by ensuring those most rent burdened can retain
their homes each year. Third, it would help to promote racial equity. Studies have
shown that people of color and black and indigenous communities experience the
most egregious rent increases, and rent stabilization legislation would help to protect
against these extreme increases. Finally, it would hold landlords accountable for
maintaining safe and healthy housing.

Rent Stabilization vs. Rent Control

Unlike rent freezes and rent control measures, which have some unintended
consequences on the housing ecosystem, rent stabilization is a healthy equilibrium
and tool that can be used to prevent displacement in our communities. Rent
stabilization allows landlords to bring in a reasonable return on their investment by
raising their rent by a specific percentage each year (3%), but also helps to protect
those most vulnerable in our communities from extreme hikes.

Additionally, the Home Opportunity, Mobility, and Equity Act provides a failsafe
petition for landlords who do legitimately need to raise their rent beyond 3%. As a
result, all landlords would be able to operate reasonably, and tenants would be
protected from unjust rent hikes.

Rent Stabilization Allows for Reasonable Rent Increases

Research from the Center for Urban and Regional Affairs shows that median rent
hasn’t increased more than 3% annually. However, BIPOC households did face
significantly higher rent increases. Standing behind this balanced legislation means
protecting those who need it most, while not harming those landlords who raise their
rents at a reasonable rate.

Between 2021 and 2022, the average yearly rent increase nationwide shot up to
14.07%, far exceeding the average increase of years past and also the median increase
of 3% used by more reasonable landlords.#5 This trend of increasing nationwide rent

unc1l%2C%20dur1ng over%ZOa%ZO 12%2Dmonth%2 Operlod

4 https: //www.creditkarma.com/insights /i/average-rent-increase

5 https: //www.washingtonpost.com /business/2022/01/30/rent-inflation-housin
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prices beyond that of the median 3% landlords use is troubling. Setting an official
rate any higher than the proposed 3% would incentivize landlords to increase their
rents beyond the realm of affordability for most in our community. To raise its rent
beyond 3%, a landlord should be required to show that the increase is necessary,
helping to prevent harm to the 30% of people in our region who are rent burdened
as is.

Additionally, this legislation will help to protect the most vulnerable landlords in our
community. Regrettably, the Urban Institute has shown that out-of-state corporate
landlords and investors have entered the housing market in droves, outbidding first-
time homeowners and smaller property owners. After this bidding process is
finished, these larger corporations use their weight to push for egregious rent
increases, pushing those most vulnerable out of their communities. We need to
implement policies standing against this behavior to protect landlords that wish to
profit fairly and the tenants they rent to.

More than 180 cities across the country have begun to use a form of rent stabilization.
Empirical research performed throughout the country over the course of several
decades demonstrates that rent regulations have been effective in both “maintaining
below-market rent levels and moderating price appreciation.”® The Home
Opportunity, Mobility, and Equity Act is specifically designed for our community,
recognizing the dynamics and realities it faces and built with local input and research.
By joining together, we can ensure that everyone has a place to call home.

What We’re Seeing in the Community

CASA’s legal team is in direct contact with tenants throughout Montgomery County
who are struggling to make ends meet. Sudden and unreasonable rent increases have
forced many of our members and their families out of their homes with nowhere to
turn. As aresult, the most common question we are asked is whether an extreme rent
increase is legal or not. We have met clients who have faced skyrocketing rents over
the span of just a few years, and they have been left with no recourse except to pack
their bags and leave.

For example, a client from Germantown who had been living in her apartment for 14
years sought our services in June of 2022, when she faced a sudden increase to her
rent of 7.11%. Shortly after seeing this increase, her husband got sick with COVID.
With her husband unable to work, they fell behind on that month’s rent payments,
which resulted in late fees that already exacerbated her problem. While she has made
payments on rent since, the combination of the hike in rent alongside these late fees
left her behind on rent for about six months. The two applied for rental assistance,
but it has been an overwhelming process that takes months, leading to emotional
turmoil and sleepless nights. In January, the office sent her a 60-day notice to vacate,

6 Goetz, E., Damiano, A., Hendee Brown, P., Alcorn, P., Matson, J., “Minneapolis Rent Stabilization
Study,” University of Minnesota Center for Urban and Regional Affairs, (Pg. 20) (2021), citing Autor et
al,, 2017, Early, 2000; Heskin et al, 2000; Sims, 2007; Clark and Heskin, 1982; Levine et al, 1990.
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placing her in fear of not only her displacement, but also that of her two daughters,
one of whom has special needs, further increasing her daily cost of living. To date,
this family doesn’t know where they will go, as any other apartment will be too
expensive for her family to afford.

Similarly, just this week I spoke to a client who will remain anonymous. This client
has lived in an apartment for about five years in Montgomery County, but each year
the apartment has raised her rent considerably. Last month, her rent was
unjustifiably increased by a shocking 13%, far faster than the rate at which her wages
increase, which means that she would need to pay an extra $2000 each year to live
there. For someone living paycheck-to-paycheck to support her kids, like she is, this
increase will force her and her children out of her home with almost nowhere to turn.
The first question on this clients’ mind, and also that of the first client whose rent was
raised by 7.11%, was whether this profiteering was legal, and we unfortunately
needed to tell them both that it was. This client insisted, like many others before her,
that what happened to her doesn’t feel legal and shouldn’t be. I think her insistence
is highly instructive. While rent increases this extreme may be outliers, they should
not be allowed to harm our communities by unjustifiably pricing folks out of their
basic necessities.

Conclusion

Itis deeply wrong to encourage needless profiting off of nothing short of exploitation.
In the late 1800s and early 1900s, this exact mindset convinced lawmakers to pass
minimum wage legislation, requiring employers of that time to pay at least a
reasonable wage to their employees. Similar principles are at play here. Rent
stabilization would encourage landlords to build more housing and invest in our
community to reach profits instead of simply piling costs on existing tenants who are
already struggling to get by.

It is important to remember that rent stabilization is designed with the majority of
landlords in mind. This legislation still gives room for landlords to raise their rent to
a reasonable amount to cover costs typical of running an apartment. Most landlords
in Montgomery County don’t raise their rents to an absurd level, but we need to
protect against those who do, both for the benefit of smaller landlords and renters
alike.

A significant percentage of renter households in Montgomery County are housing
cost-burdened, and, as such, are especially susceptible to economic shocks and
eviction. Each day, we hear from tenants who live in substandard housing they can
barely afford. With nowhere else to turn, those with the fewest options are left with
the least opportunities.

To fully protect renters who have the highest need, protect our local housing market,
and save county costs, The Home Opportunity, Mobility, and Equity Act will be a
critical tool in the County’s toolbox. It will protect tenants and landlords who raise
their rents reasonably, and will keep more money in the pockets of low-income
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Montgomery County residents who contribute to our local economy, rather than pad
the pockets of out-of-county landlords looking to make an unjust profit.

Sincerely,

Jacob Kmiech
Equal Justice Works Fellow
CASA
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Cecilia Lazo

11540 Lockwood Dr,
Silver Spring, MD, 20904
301-213-2056

Concejal Mink,

Mi nombre es Cecilia Lazo, vivo en 11540 lockwood dr silver spring 20904. Soy recidente de el
condado de Montgomery hace 15 anos. Trabajo en limpieza de casas pero apenas tengo 3 dias
de trabajo y me aumentaron la renta en un 5%. El cual se me hace muy injusto porque
practicamente trabajo solo para pagar la renta. La verdad no puedo pagar mis gastos médicos
porque no me alcanza mi salario y mas aparte pago los biles. Estoy muy estresado en esta
situacion. Necesitamos una estabilizacién de los alquileres que realmente beneficie a nuestras
comunidades. Por eso escribo en apoyo de su proyecto de ley. Por favor ayudenos.

-Cecilia

English:
Councilor Mink,

My name is Cecilia Lazo, | live at 11540 Lockwood dr, silver spring 20904. | have been a resident
of Montgomery County for 15 years. | work cleaning houses, but | barely have 3 days of work,
and they increased my rent by 5%. Which is very unfair to me because | work only to pay the
rent. The truth is, | can't pay my medical expenses because my salary isn't enough, and | pay the
bills on top of that. | am very stressed in this situation. We need rent stabilization that genuinely
will benefit our communities. That is why | am writing in support of your bill. Please help us.

-Cecilia
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Letter in Support of the HOME ACT

Dear Council President Glass, Council Vice President Friedson, and members of the County

Council:

My name is Agbegnigan Amouzou (Alias Coach Fofo); I have lived in Montgomery County for
over 20 years, currently at Spring Park Apartment in White Oak. | realize that the rent is up at
8%, and I can’t afford to continue to pay because the monthly income I bring into my home is
not close to what | pay. I ask the Montgomery County Council to pass the HOME Act. Thank

you!

Sincerely,

Agbegnigan Amouzou AA
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Tino Fragale (he/him), Board President E"“H-—-Z.Dﬂ%
Everyday Canvassing \Eg
everydaycanvassing.org c ‘ AM

Letter in Support of the Housing,Opportunity, Mobility, & Equity Act
Dear members of the County Council,

Everyday Canvassing is a Montgomery-County based nonpofit whose mission is to make
local government as accessible as a door-to-door conversation to our County’s most
systemically disenfranchised community members. Over our three years of work in
Montgomery County, we’ve knocked on nearly 50,000 renter doors; documented 2,541
conversations with different renters; and maintained relationships with over 1,400
renters. We have also referred or directly handled social services applications of
hundreds of these residents.

Everyday Canvassing is generally unselective both who we talk with and what we
talk about, inviting every community member to share what issues are top of
mind. Our thousands of conversations have made it abundantly clear that renters
across Montgomery County need and have asked for low, predictable yearly rent
increases. We strongly support the HOME Act and its limitations of rent increases
to 3% yearly increases maximum.

Over the last year alone, we have spoken with over a thousand renters struggling
to afford their housing costs, all while dealing with contract negligence resulting
in conditions hazardous to renters’ health, safety, and finances. Despite the
contractual responsibility for landlords to cover the significant maintenance issues we
learn about at the doors, the renters we speak to must often pick up the costs of pest
control, clean-up, and appliance replacement. Many renters suffer without reprieve
and don’t receive responses from their management for months - often, only when
renters escalate to the County. Renters consistently suggest to us that rent increases
beyond a couple percentage points are not only unaffordable, but are also unfair
when they live in conditions unequivalent to what they pay for. Renters suggest rent
stabilization as one of many important solutions to our housing affordability crisis,
and as a key tool of fairness in an undignified housing landscape across the county.

Limiting rent increases to 3% will, at the very least, allow renters predictable and
manageable increases while we as a County continue to work on the long-term
solutions that decrease housing costs for renters, such as greater public investment in
affordable housing development and maintenance. We’ve learned from experiences of
many community members we know who have gone from housed to homeless, and the
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inability of many community members to transition from homelessness to housed,
that Montgomery County urgently needs to lower housing costs - now - using every
tool we have.

Everyday Canvassing strongly urges the Montgomery County Council to pass the HOME
act and stabilize rents at 3% or less. This will provide immediate relief to the
thousands renters in our County who already can’t afford increases; enable
predictability for tenants; and give Montgomery County time to move forward the
many long-term solutions we need to ensure all of our neighbors can live out their
right to a stable home.

Thank you, and we look forward to continuing to work with you.
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Gledys Guerrero

3119 Hewitt Ave,

Silver Spring, MD, 20906
2407523528

Carta de Apoyo a la Ley de Vivienda.

Mi nombre es Gledys Guerrero. Vivo en Silver Spring. Soy residente del condado
de Montgomery desde hace 17 afios. Trabajo en limpieza. Soy madre de 3 hijos,
pero tengo muy pocas horas de trabajo, y soy una de las personas afectadas por el
aumento del 7% en la renta. Con mucho esfuerzo, debo sacrificar otras necesidades
de salud para pagar el alquiler. Estoy en este condado por necesidad. Nuestros
salarios no aumentan, y como esta renta sube diariamente, luchamos para alimentar
a nuestros hijos.

Por esta razén, le pido al consejo del condado que apoye la estabilizacion de
alquileres de la Ley de viviendas.
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3119 Hewitt Ave,
Silver Spring, MD, 20906
2407523528

Letter of Support for the Home Act.

My name is Gledys Guerrero. I live in Silver Spring. [ am a 17-year resident of
Montgomery County. I work in cleaning. I am the mother of 3 children, but I have
very few hours of work, and I am one of the people affected by the 7% rent
increase. With a lot of effort, I must sacrifice other health needs to pay the rent. |
am 1in this county out of necessity. Our salaries do not increase, and as this rent
rises daily, we struggle to feed our children.

For this reason, I ask the county council to support the Home Act rent stabilization.
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GLEN ECHO HEIGHTS MOBILIZATION

Dear Council President Glass, Council Vice President Friedson, and members of the
County Council:

Glen Echo Heights Mobilization supports the passage of a rent stabilization bill -- the
Housing Opportunity, Mobility, and Equity Act. Montgomery County needs legislation to
protect housing for its low-income residents. Though we have not yet seen draft
legislation, GEHM supports a bill to significantly stabilize rent increases so our most
vulnerable residents can better weather the impacts of climate change.

Glen Echo Heights Mobilization is a community organization in Montgomery County
Maryland with 50 members or more. Our members are fortunate to experience the high
quality, if expensive, standard of living the County offers. We have advocated for the
County’s historic declaration of a climate emergency, and supported the adoption of the
County’s Climate Action Plan in 2021. Our organization played a key role in supporting
the policy change established in 2022 of Montgomery County Public Schools to
participate with the broader county plan. Our members have supported other social
justice organizations in the County to ensure that County policies to deal with the climate
crisis.

Our members are concerned about the impact on the County’s renters of large rent
increases. Such increases contribute to homelessness (not in the interest of anyone in
the County) and, in the best of worlds for those confronting such increases, effective
expulsion from a county where they work because it is too expensive to live there. The
increasing commuter burden on such people increases greenhouse gas emissions on the
rest of us. Further, low-income and unhoused people bear the greatest risks from
impacts caused by climate change, while often facing a disproportionate burden of utility
costs. The unpredictability of rent increases has a social impact, making them less
resilient to the impacts of climate change.

Stabilizing rents for those employed in our county for our services is not only fair to them,
but benefits the rest of us who can more easily afford to live here.

We urge the County Council to support the HOME Act.

Sincerely,

Doris Nguyen
Glen Echo Heights Mobilization, Founder
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Hosain Alam

704 Marblehedge Way

Silver Spring, MD 20905
Contact: hosainalam@aol.com

Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the County Council,

My name is Hosain Alam. | am a Silver Spring resident and a small landlord, and | strongly support the
passage of the Housing Opportunity, Mobility, and Equity (HOME) Act.

| have lived in Silver Spring for more than 22 years, and my wife and | also own a single-family home in
Prince George’s County which we currently rent to several tenants. Most of our tenants have been living
in the house for 8 years. Most of them work for Walgreens and KFC, and one of them is a retiree. They
almost always pay rent on time, except if there is an unavoidable emergency, and in this case we waive
the 5% late fee as an act of compassion.

We have not raised the rent for the past 5 years. And during the past 8 years, we have raised the rent
only once, after we renovated the kitchen and the bathrooms. Over the years we have managed to have
a fair and reasonable relationship with our tenants. We have convinced them to help us maintain the
property by reporting potential repairs in a timely manner. We also allow them to make small repairs,
and reimburse them for the expenses they incur. This relationship, built on mutual trust and
cooperation, has evolved into a human relationship, to the extent that some tenants have designated us
as their emergency contacts. There were times when we received calls from medical practitioners,
updating us on a tenants’ well-being, which is very important to us. We understand that tenants need a
place to live, work and have a good night’s sleep. And we know that when tenants have stability in their
lives, we as landlords also secure a reliable source of income to pay the mortgage, which is exactly what
our experience has been.

| am providing this testimony to share my experience about what the landlord-tenant relationship
should be, and to express support for the HOME Act. The 3% cap in the HOME Act is reasonable, and the
proposed act appears to allow for reasonable exceptions for capital improvement, which means that
landlords who have been acting as | have the past 8 years should have no problems under it. | believe
the act will lead to a win-win situation for both tenants and landlords and | urge the County Council to
pass the HOME Act immediately.

Sincerely,
/Hosain Alam/

Hosain Alam
March 5, 2023
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8807 Colesville Rd, Lower Level

Silver Spring, MD 20910 p-s

www.impactsilverspring.org

March 3, 2023

Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the County
Council:

IMPACT Silver Spring strongly supports the passage of the Housing Opportunity, Mobility, and
Equity Act.

| would like to thank Council Members Jawando and Mink for introducing this timely and
necessary bill. IMPACT Silver Spring’s work of building a racially and equitable Montgomery
County requires a reasonable approach to stabilizing rents for those in our community who are
struggling to get by in our county at sub-living wage levels. Our support of low-income residents
has given us a window into the struggles that renters in our county continue to face with rapidly
rising rents following the ending of Covid emergency rent stabilization measures taken by the
prior County Council.

Reasonable provisions such as those in the HOME Act will be an important support to keeping
our widening racial wealth gap in check. Rent stabilization alone will not solve this problem but
can be an important bulwark in holding back the forces unleashed by systemic failures that have
led to our current reality. During the pandemic and in the post-pandemic period of economic
uncertainty, we see many in our network fall significantly behind in their rent. Too often,
residents need to choose between food, rent and necessary medications. We need to do
better. Bills like the HOME Act are necessary steps to us being the welcoming, inclusive
community that allows opportunities for all of its residents to achieve their potential.

Thank you for your consideration of this important bill. IMPACT Silver Spring looks forward to a

continued partnership with the County Council in building the kind of racially and equitable
community that | know is possible in our county.

We urge the County Council to support the HOME Act.

Sincerely,

- i

Michael Rubin
Interim Executive Director
IMPACT Silver Spring
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International Organisation for Education and Social Services

Letter in support of the (HOME) Act Bill

Montgomery County Council

Stella Werner Council Office Building
100 Maryland Ave

Rockville, MD 20850

Dear Council President Glass, Council Vice President Friedson, and members of the Council,

As the President and Founder of IOESS (International Organisation for Education and Social
Services), which serves more than 170 families in Montgomery County, I am writing to express my
support for the HOME Act Bill.

IOESS assists immigrants from many different countries in different parts of Montgomery County
and especially assists Afghans who recently immigrated to the United States. All of the immigrants,
including me, started life in this new country with many hopes. While I immigrated to the US in
2020, most of the Afghan immigrants that IOESS assists immigrated to the US after the fall of
Kabul in 2021. We initially came to the Enclave in White Oak because of the affordable rent.
However, the recent steep rent increases at the Enclave have made these apartments unaffordable. A
few months ago, one of the new immigrants told me that he can’t afford the new rent and is worried
that he will be evicted. I am sure that hundreds of other immigrant families have the same worries.

Many immigrants in my community, and especially the Afghans, want to live near each other because
of their small numbers in the community and for emotional connectedness. However, with large rent
increases, many renters will be forced to move out of their homes. I am very concerned that this will
lead to a loss of community and social ties, as people who have lived in an area are uprooted and
forced to find new homes elsewhere. I have already seen this happen throughout Montgomery
County, as many renters we have assisted have been displaced to areas that are further from their
work, schools, or other important places in their lives, making it difficult for them to maintain their
previous routines and connections.

We all want Montgomery County to be economically sustainable and affordable for its residents, but

the steep increase in rents around Montgomery County are making that goal unattainable. In
addition to affecting families economically, I am concerned that large rent increases will affect family
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members’ mental health, as immigrant families lose their social connections and community and
have less money to spend on essential goods and services. I am concerned that high rents are likely
to lead to or worsen depression and anxiety in recent immigrants who have already faced a lot of
trauma in their lives.

These are some of the reasons why the HOME Act bill is so important for the community that
IOESS assists. Limiting rent increases is important to help make housing affordable for many
people, but is especially important for those with low incomes. Large rent increases make it difficult
for tenants to plan their finances and stabilize their housing situation. Limiting rent increases can
also have economic benefits for the county, such as reducing homelessness and the strain on social
services. Overall, limiting rent increases is important for promoting affordable, stable, and fair
housing for all members of the community.

We urgently request that the Montgomery Council pass the HOME Act bill so that all residents can
thrive in Montgomery County.

Sincerely,
Muhammad Bilal Wali
+1 202-909-0016

bilal@ioess.org
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13206 Twinbrook Pkwy,
Rockville, MD, 20851

March 4th, 2023

100 Maryland Ave,
Rockville, MD 20850

Dear Council,

My name is Jessica Guerrero. I am a Montgomery County resident and a mother of three. I reside
in the Rock Creek Apartments in Rockville. If the complex sounds familiar, it was the site of a
flash flood that displaced 150 tenants and claimed the life of a young man who saved his mother
from certain death.

Aside from the tragic flood incident last year that had multiple warning signs, my family and I,
along with my fellow neighbors, have been subject to deplorable conditions. But this is nothing
new. These are ongoing maintenance issues that tenants have long been fighting well before the
pandemic. These issues include mold, mice and cockroach infestation, plumbing issues, and
much more. Too often, our concerns go unheard, leaving many of us to accept living in
hazardous health conditions. Many of us, including my family, have children with asthma who
cannot be subjected to dangerous health conditions.

But with soaring rental prices and minimal affordable housing, most black and brown
communities like mine have no choice but to stay, leaving our fate in the hands of our landlord.
The worst part is that our landlord has raised our rent by an average of 4-7%. So we are paying
nearly $2,000 monthly to live in deplorable conditions. THAT IS NOT JUST!

I am writing to say that black and brown communities like mine deserve better!
Immigrant communities deserve better!

Families deserve Better!

And above all else! Our Children deserve better!

The county must stop failing its residents when they need government the most.
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I stand with hundreds of renters who say THE TIME IS LONG OVERDUE FOR PERMANENT
RENT STABILIZATION! I urge all of you to Support Bill 16-23. The bill is reasonable and
would bring much-needed relief and stability to many families.

Sincerely,

Jessica
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Jews United for Justice ]EWS UNITED r‘

Laura Wallace, Montgomery County Director FORJUSTICE
THINK JEWISHLY. ACT LOCALLY.

laura@jufj.or

www.jufj.org

Letter in Support of Bill 16-23,
The Housing Opportunity, Mobility, and Equity (HOME) Act

Dear Council President Glass, Council Vice President Friedson, and members of the County

Council,

Jews United for Justice (JUF)) strongly supports Bill 16-23, the Housing
Opportunity, Mobility, and Equity Act. Thank you to Councilmembers Jawando and Mink

for championing this important legislation.

JUF] organizes over 2,000 Jews and allies from across Montgomery County, who act on our
shared values to advance social and economic justice and racial equity in our local community.
We are grateful to the County Council for extending pandemic-era rent stabilization, but
unfortunately those protections expired in May 2022. Since then, the housing instability and
cycle of displacement that existed long before COVID has come roaring back and poses a

threat for the 35% of County households who are renters.

Jewish sacred texts recognize that having safe, stable housing is critical to a healthy society, and
we know that it is key to reducing racial inequities. Our texts are full of conversations, laws, and
traditions about the obligations landlords and tenants have to each other, and our collective
responsibility to ensure people can remain in their homes. We have heard from members of
our community about their rising rents and their worries about their future. Young people who
grew up in Montgomery County are worried they can’t afford to stay here. Families with
children are worried about moving their children from one school to the next. Retired and
disabled people on fixed incomes are worried about being uprooted from their neighborhood

and leaving their friends and places of worship.

The HOME Act will provide the stability and predictability that renters in our County need to
flourish by stabilizing rents at a maximum of 3%, with exemptions for new construction and

low-income housing that will allow for the growth of more affordable housing in our County.
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Additionally, the HOME Act will create a system for landlords to apply for rent increases above
the normal annual allowance and set policies that discourage the damaging practice of holding

units vacant.

We know that rent stabilization is not sufficient to address the housing crisis in Montgomery
County, but it is an important piece of the puzzle, along with direct rental assistance, using
County funds and County land to build affordable housing, making the MPDU program more

effective, and strengthening renter protections.

Every one of our neighbors in Montgomery County deserves the stability needed to put down
roots, and with that vision in mind, we urge the Council to support the HOME Act as an

important and immediate tool to curb the crisis of evictions, displacement, and homelessness.
Sincerely,

oo Wl

Laura Wallace
Montgomery County Director

Jews United for Justice
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Liliana Velasquez

2305 Georgian Way,
Silver Spring, MD, 20902
240-615-2867

Estimada Kristin Mink,

Mi nombre es Liliana Velasquez y he sido residente del condado de Montgomery
durante 3 afios. Vivo en 2305 Georgian Way. Es un desafio pagar un porcentaje del 5%
de aumento de alquiler. Lamentablemente no tengo estabilidad laboral para ayudar a mi
esposo, quien solo tiene 3 dias de trabajo en un restaurante. La situacién es desafiante
para nosotros porque tenemos una nifia que, cuando tengo uno o dos dias para limpiar
una casa, no puedo aceptar los trabajos porque me costaria todo mi salario y mas
ponerla en el cuidado de nifos. Si el alquiler continia aumentando de la forma en que
esta, no sé como nos mantendremos. La comida y el costo del dia a dia han subido.
Los salarios no suben como lo hace el alquiler. Cada vez que aumentan nuestros
salarios, los altos precios de alquiler, los servicios publicos y el costo de los bienes lo
compensan. Estoy escribiendo esta carta porque necesitamos urgentemente una
Estabilidad de Alquileres. Durante la pandemia, buscamos alivio, sabiendo que nuestra
renta no superaria el 1,4%. Sin la Estabilizacién de Renta permanente, me temo que
nuestros suefios de que nuestra hija asista a una buena escuela aqui desapareceran.
La situacion es tal que actualmente estamos buscando otra casa fuera del condado de
Montgomery. Por favor ayudenos y tome en consideracién a familias como la nuestra.
Esperamos que se apruebe la legislacion que ustedes introducen. Es nuestra unica
esperanza.

Liliana
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Liliana Velasquez

2305 Georgian Way,
Silver Spring, MD, 20902
240-615-2867

Dear Kristin Mink,

My name is Liliana Velasquez, and | have been a resident of Montgomery County for 3
years. | live at 2305 Georgian Way. It is challenging to pay a percentage of 5% rent
increase. Unfortunately, | don't have job stability to help my husband, who only has 3
days of work in a restaurant. The situation is challenging for us because we have a
young girl who, when | get a day or two to clean a house, | cannot take the jobs
because it would cost me my entire earnings and more to put her in childcare. If rent
continues to increase the way that it is, | do not know how we will sustain ourselves.
Food and day-to-day cost are up. Salaries do not go up the way rent does. Anytime our
wages increase, high rent prices, utilities, and the cost of goods offset it. | am writing
this letter because we need a Rent Stability badly. During the pandemic, we sought
relief, knowing that our rent would not exceed 1.4%. Without permanent Rent
Stabilization, I'm afraid our dreams of our daughter going to a good school here will
disappear. The situation is such that we are currently looking for another home outside
of Montgomery County. Please help us and take into consideration families like ours.
We hope that the legislation that you introduce will pass. It’s our only hope.

Liliana
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Dear Councilmember Mink,

My name is Maria Enriquez. | am a proud immigrant from Mexico and a proud
Montgomery County resident that has spent the last 25 years calling this place home. |
am also one of your constituents. As a mother of two children, | had never had problems
paying my rent until the pandemic.

When the pandemic came, | began losing my cleaning jobs and could not pay my rent
and utilities on time. The accumulation of late fees worsened the situation, which put me
in a difficult financial situation. In my case and many tenants in my neighborhood, being
late on rent has led the management company to ignore fundamental housing rights.
When we found protection with the emergency rent stabilization, many management
companies, including mine, found a way around the rent cap by creating new and
absurd charges.

Many families have not recovered from the pandemic. Many are still looking for jobs and
sacrificing other necessities to pay rent. | was thrilled that you and council member Will
Jawando are introducing a bill that would cap rents at 3%. This bill will help stabilize
rents for my community and me and protect me from miscellaneous fees and costs that
many management companies are implementing. For this reason, | am writing a letter of
support for bill 16-23.

Sincerely,

Maria Enriquez
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Dear Kristin,

I’'m not sure if you remember me. My name is Maryury Avila. | am from Honduras, A CASA
member, and a resident of Wheaton. You helped me find shelter after a town hall meetings a
few weeks ago. | cannot describe how much that meant to my beautiful 5-year-old daughter and
me. Unfortunately, | am back to being unhoused.

As you know, | was evicted from my home two weeks ago. | watched as my personal belongings
and life were dumped on the street in just under 15 minutes. My 5-year-old girl played
innocently in the yard, not knowing what was happening. No words can describe the feeling.
The best | can come up with is that | had little value as a human being for the first time.

| fell behind on rent by months after an increase of 6%. Despite my best efforts to work with
management and receive rental assistance, they filed an eviction. Ultimately, | was thrown out
unjustly like a dog by the landlord. Unfortunately, | know that | am not the only one who is facing
this. Many immigrant communities like mine are facing this injustice weekly.

I am writing this letter to thank you for what you are doing and to urge the council to support
your bill. I do not wish my situation on anyone. And | hope that by passing this bill, our
immigrant community can find stability.

Your friend,

Maryury
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Estimado Kristin,

No estoy seguro si me recuerdas. Mi nombre es Maryury Avila. Soy de Honduras, miembro de
CASA Yy residente de Wheaton. Me ayudaste a encontrar refugio después de las reuniones del
ayuntamiento hace unas semanas. No puedo describir cuanto significé eso para mi hermosa
hija de 5 afios y para mi. Desafortunadamente, volvi a estar sin vivienda.

Como saben, me desalojaron de mi casa hace dos semanas. Vi como mis pertenencias
personales y mi vida fueron arrojadas a la calle en poco menos de 15 minutos. Mi nifia de 5
afios jugaba inocentemente en el patio, sin saber lo que estaba pasando. No hay palabras que
puedan describir el sentimiento. Lo mejor que se me ocurre es que tenia poco valor como ser
humano por primera vez.

Me retrasé en el alquiler por meses después de un aumento del 6 %. A pesar de mis mejores
esfuerzos para trabajar con la administracion y recibir asistencia para el alquiler, presentaron un
desalojo. Al final, el propietario me ech¢ injustamente como a un perro. Desafortunadamente,
sé que no soy el unico que se enfrenta a esto. Muchas comunidades de inmigrantes como la
mia enfrentan esta injusticia semanalmente.

Le escribo esta carta para agradecerle por lo que esta haciendo y para instar al consejo a que
apoye su proyecto de ley. No le deseo mi situacién a nadie. Y espero que al aprobar este
proyecto de ley, nuestra comunidad inmigrante pueda encontrar estabilidad.

Tu amiga,

Maryuri
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Montgomery County has always been one of the most desirable counties to live in our state; but many
of our residents struggle to afford our high housing costs. We are now three years removed from the
start of a global pandemic, when our County Council and County Executive stepped up to ensure that
educators, students, and their families could remain in their homes, placing emergency caps on rent
increases during the Covid-19 pandemic. Three years later, we are still facing a housing crisis that has
coincided with an economic downturn that has forced many to work multiple jobs just to survive.

RE: H.O.M.E. ACT - Letter of Support
From: MCEA President Jennifer Martin

Date: March 6%, 2023

As it currently stands, over two-thirds of our educators across our school system do not live in the
County, with many being unable to afford to live here. In numerous cases, our educators must travel
over 40 minutes to and from neighboring counties because rent costs have reached a new level of
unsustainability.

Incredibly, in the richest state in the nation, students have been forced to live in county shelters or out
of vehicles because of evictions created by soaring rent prices. This is especially true in our communities
of low income.

According to a 2018 Office of Legislative Oversight report, 8% of writs of eviction led to evictions in one
year. That may seem like a small number, but that is approximately 1,000 primary lease holders who
were subject to the trauma of displacement. Breaking that number down, and we find the following
staggering statistics:

e Three of the County’s election districts had significantly more Writs of Restitution and evictions
than other parts of the County: District 13 (Silver Spring & Wheaton-Glenmont), District 9
(Gaithersburg, Montgomery Village & southern Germantown) and District 5 (Burtonsville &
White Oak).

e Each of those districts had a poverty rate above 7%, with two of them having poverty rates as
high as 9%.

e When overlapping the writs of eviction with our Title One schools, we find that all MCPS Title
One schools are in those three districts. This means that our poorest communities, which house
some of our most diverse schools, saw significantly higher displacement.
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It is not often that we see competing pieces of legislation around one topic, but that speaks to the
housing crisis we find ourselves in. However, there are two big differences between both bills
introduced:

. One bill, the HOME Act, will stabilize rents at 3% and provide thoughtful
exemptions for capital improvements and new construction.

« X The other bill will stabilize rents at 8% + CPI, effectively codifying double-digit
rent increases and predatory landlords’ displacement of tenants.

The rent stabilization guidelines in the H.O.M.E. Act would ensure that our students and educators are
not displaced by exorbitant rent costs. MCEA stands in solidarity with County Executive Elrich, and
Councilmembers Mink and Jawando, and the 25+ organizations that have been included in this bill-
drafting process. This was a process undertaken with care and collaboration, and one that actually heard
from all stakeholders. The HOME Act is the only legislation that will keep people in their current living
situations while simultaneously allowing the county to build deeply affordable housing.

The H.O.M.E Act would give families the ability to plan their futures and remain in the communities they
love.

We speak of ourselves as a welcoming and equitable county.

Let us live up to our ideals and act on those words so our residents can call Montgomery County their
lifelong home.

Sincerely,

Jennifer Martin

MCEA President
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March 5th, 2023

Montgomery County Council

100 Maryland Avenue, 6th Floor

Rockville, MD 20850

240- 777-7900
county.council@montgomerycountymd.gov

Letter in Support of Bill 16-23, Landlord-Tenant Relations — Rent Stabilization (The
HOME Act)

Dear President Glass, Vice President Friedson, and County Councilmembers:

The Montgomery County Young Democrats (MCYD) urge the County Council to support Bill
16-23, Landlord-Tenant Relations — Rent Stabilization (The HOME Act), establishing an annual
maximum rent increase for rental housing in the County and permitting a landlord to submit a
petition for a fair rent increase. Renters are experiencing a lack of stability and predictability for
the cost of their homes, leading to many residents geting pushed out and facing eviction. This
bill is needed to ensure that people have access to affordable housing in Montgomery County
with market stability.

As previously mentioned in our letter of support regarding Bill 22-22, during the COVID-19 pandemic
the County Council enacted limits on rent increases in order to protect residents harmed by high
unemployment and to ensure they could stay in their homes during a global pandemic. However, the
once temporary protections must now become permanent, in order to ensure members of our
community are not improperly subjected to unfair rental increases. MCYD continues to understand
that landlords have a right to earn a living, but in a decent and fair society, residents should have a
right to equitable and predictable housing market changes as well.

Montgomery County continues to face a housing crisis where many residents are struggling to find
affordable housing. Renters make up approximately 37% of Montgomery County residents and
already tend to pay higher percentages of their income on housing than homeowners. The
Washington Post reported that since 2019 average rent prices in Montgomery County have
increased by 8.3%. But many County residents are reporting far more significant rent
increases—10%, 20%, and even higher hikes—which have resulted in people being priced out of
their homes. Silver Spring residents wrote to the Council of monthly rent increases of $200-$400.
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While renters do have the power to file complaints about rent increases, many people are unaware
that they have this right or lack the knowledge to navigate that process. Bill 16-23 aims to limit
rent-stabilized units to annual rent increases matching the predetermined Voluntary Rent
Guidelines (VRG), which is a rate of 3% or lower.

Black and Latino families disproportionately rent their homes instead of owning them. Because of a
shortage of housing, people encounter substantial difficulties in finding and keeping their rental
property. Moving is also costly and risky for residents, who have to pay security deposits, move
their belongings, and get situated. And when residents are evicted due to their inability to meet rent
increases, the results are traumatic, often resulting in people becoming homeless and living on the
streets. Eviction harms people’s mental and physical health, hurts their financial wellbeing, hinders
their efforts to rise out of poverty, and harms their future attempts to get housing.

Bill 16-23 outlines necessary solutions to the disproportionate and inequitable rent increases
occurring all through the County. For over 10 years, the Voluntary Rent Guidelines were around
2.25%, and averaged 3% over the last 20 years. Bill 16-23 is proposing a 3% cap which would be
well within County standards, allowing for much needed predictability to tenants. The bill also
provides an opportunity for landlords to petition and apply for rent increases above the proposed
annual allowance by filing a Fair Return Petition. By allowing landlords to petition for rent increases,
they can state their claim for why the rent increase helps cover their bottom line: current net
operating income. The measures in Bill 16-23 will provide much needed protections for renters in the
light of unaffordable housing and account for the landlords who are accountable for covering their
operating income so as to make a profit.

Housing is a human right. Bill 16-23 will ensure that renters are protected against
unpredictable and unstable rent increases, ensure that more people have access to
affordable housing, reduce evictions, and promote equity and justice in our society.

MCYD urges that this bill be brought up for a vote and for a favorable report on the bill. Codifying
rent stability as permanent law will significantly help renters disproportionately burdened by
profiteers. Please contact us at mocoyoungdems@gmail.com if you have any questions.

Sincerely,

The Montgomery County Young Democrats
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Poor People’s Campaign
A NATIONAL CALL for MORAL REVIVAL

Maryland Poor People’s Campaign
Contact: Linnell Fall, Michael Puskar, Alana Suskin, MD PPC Tri-Chairs
policy@mdpoorpeoplescampaign.org

Dear Council President Glass, Council Vice President Friedson,and members
of the County Council:

The Maryland Poor People’s Campaign strongly supports the passage of the
Housing Opportunity, Mobility, and Equity (H.O.M.E.) Act and we urge you to
act swiftly to ensure it is enacted into law.

Its importance as a means to help low-wealth families obtain secure housing
cannot be overstated.We applaud the County Council’s prioritizing this
essential need and finding a solution.This legislation offers a first step in
changing the moral narrative and moving towards such outcomes.The
Maryland Poor People’s Campaign is part of a nationwide social justice
movement that advocates for poor and low-wealth individuals in our nation.
We seek to change the moral narrative that drives our economy and political
system by working to uplift poor and low-wealth families to ensure their needs
are acknowledged and addressed when legislatures take on the issues that so
profoundly impact their lives. In the past few years, we have advocated for
progressive legislation on the county and state levels to address lack of
affordable housing, criminal justice reform, including reform of the juvenile
justice systems, healthcare disparities and lack of available medical insurance,
food insecurity, obtaining justice for communities impacted by environmental
degradations, and reforms in the educational system that would produce more
effective outcomes for all communities.
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We recognize that addressing housing insecurity in Montgomery County and
producing more affordable housing may be a complicated task, but we see this
bill as an essential part of the solution.This bill would effectively limit annual
rent increases for rent-stabilized units to amounts matching the Voluntary Rent
Guidelines (VRG) or 3% annually, whichever is lower.While many local
landlords follow the VRG’s established in 1983, some do not, and those who
don’t follow it place low-income, working families in situations of extreme
uncertainty regarding their housing costs. This uncertainty is particularly
burdensome for that group of Maryland renters (roughly 26%) who must spend
more than half their monthly income on housing costs, including heat and
utilities. Such families cannot afford to be in situations where landlords are
continually raising rents well-above annual inflation rates.

The H.O.M.E.Act would provide much needed predictability to tenants and a
3% cap is in line with the standards the county has had for the past few
decades. It would also match the actions being undertaken in neighboring
Prince George’s County, which is now passing a similar law.We also believe the
H.O.M.E.Act contains sufficient provisions that are also fair to landlords.

Therefore, we urge the County Council to support the H.O.M.E. Act.
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Dear Councilmember Mink and Councilmember Jawando

350 Montgomery County strongly endorses the H.O.M.E. Act (Housing Opportunity, Mobility,
and Equity). Since the expiration of temporary rental protections there has been nearly a ten-fold
increase in evictions. It is imperative that the County support strong renter protections to prevent
rent gouging, reduce displacement, and create cost predictability for renters and landlords in the
County. While capping rent hikes, the HOME Act responds to the need to build additional units
through effective incentives for new properties, as well as upgrades.

350 Montgomery County is a leader in the climate justice movement in Montgomery County.
The connection between stable rents and climate is unequivocal. The most obvious is that
affordable housing allows residents to live closer to their jobs, reducing transportation costs and
offering employers a more reliable workforce. But as communities across the country are
experiencing, the high cost of housing leads directly to an increase in homelessness, creating a
on local budgets. Additionally, homeless people are particularly vulnerable to extreme climate
events.

We urge the Council to pass the HOME Act in its current form.

The 350 Montgomery County Steering Committee

James L (Jim) McGee
Steering Committee / 350 MoCo
202-256-9594

(70)



Montgomery County DSA
Contact: Olivia Delaplaine
montgomerycountydsa@gmail.com

Letter In Support of the Home Opportunity, Mobility, and Equity Act
Dear Council President Glass, Council Vice President Friedson, and members of the County Council,

Montgomery County DSA strongly supports the passage of the Housing Opportunity, Mobility, and
Equity Act., and we thank Councilmembers Jawando and Mink for introducing this legislation.

The Montgomery County, MD branch of Metro DC DSA organizes to build local democracy, fight for tax
justice and against austerity, demand rent control and sustainable housing, fight fascism, and build
solidarity here and abroad. We have 629 dues paying members from across the county spanning from
high school students to retirees, with a mix of tenants, homeowners, other residents and even landlords.
Through consistent door-to-door outreach in working-class neighborhoods across the county, we have
knocked on close to 2,000 doors and found near universal support for limiting rent increases to 3% or
lower. Renters were enthusiastic to share their stories with members of the council through letters,
videos and direct face-to-face conversations with council members. What we have heard repeatedly
from renters is that they urgently need the HOME Act to pass to prevent displacement and guarantee
stability.

Renters are already being displaced: A large number of residents are already being immediately and
severely harmed by rent increases, even those that are 3-15%. About 40% of renter households in the
county are cost-burdened, spending more than 35% of their income on housing. In our outreach, renters
consistently share that they can hardly afford the rent as it is now, let alone an increase of $75, 100 or
more a month. One of our organization’s leaders, Tim, a longtime county resident, received an increase
of 13% just after the emergency rental protections expired in 2022—what amounted to $180 more a
month—and ended up moving out of the county in search of more affordable housing.

Renters need stability, and it’s not a tall lift: A 3% cap is in line with the voluntary rent guidelines the
County has held for decades and provides much needed predictability to tenants. We have many
members who are young people in school, parents starting families, or seniors moving to retire on a
fixed income. For all of those members, knowing that their rent won’t increase more than, say $45 a
month on a $1500 lease, or $75 a month on a $2500 a lease is crucial when it comes to planning their
futures and deciding whether they can stay in the county or not.

Other forms of aid are not enough: our shelters are at capacity, federal rental assistance is over, the
state has shown no guarantees of moving to continue to fund rental assistance, pandemic SNAP
assistance is ending, and the pandemic and economic crisis is ongoing. Failing to limit rent increases to
3%, relying only on new construction or the prospect of new rental assistance would essentially subsidize
landlord and developer gouging to ensure developer profits.
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Montgomery County DSA
Contact: Olivia Delaplaine

montgomerycountydsa@gmail.com

The HOME act will bring us in line with the region: Prince George’s County just passed a rent
stabilization bill with the support of their county executive that would limit rent increases to 3%, and the
City of Mount Rainier just did as well.

We need the HOME Act Now to prevent displacement and ensure stability for tenants all across the
county. We urge the County Council to support the HOME Act.
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MONTGOMERY COUNTY

Montgomery County Council RACIAL EQUITY
NETWORK

100 Maryland Avenue
Rockville MD 20850

March 7, 2023
Dear Montgomery County Council Members:

The Montgomery County Racial Equity (MORE) Network appreciates that the previous County
Council passed and extended emergency rent stabilization during the height of COVID to protect
tenants during difficult times. The MORE Network urges this Council to make rent stabilization
permanent by passing Bill 16-23, the Housing Opportunity, Mobility, and Equity (HOME) Act.

According to the Racial Equity and Social Justice Impact Statement for the previous Bill 30-21,
“Low-wealth and low-income households have been negatively impacted by the financial burdens
associated with the pandemic. These households lacking access to affordable and safe housing, also
known as secure housing, are also at greater risk of experiencing evictions and homelessness. Many of
these households who are disproportionately Black and Latinx in Montgomery County were at risk for
evictions and homelessness prior to the pandemic.”

The fact that Black and Latinx renters experience acute housing insecurity is backed by data:

e Among renter households in 2019, rent-burden (expending 30 percent or more of income on
rent) was experienced among 66 percent of Latinx renters and 60 percent of Black renters
compared to 40 percent of White renters and 33 percent of Asian renters. '

e Among COVID Relief Rental Program clients (approved as of April 4, 2021), 43 percent were
Black and 37 percent were Latinx while 9 percent were White and 3 percent were Asian or
Pacific Islander.?

e Among families experiencing homelessness in 2020, 78 percent were Black, 15 percent were
White, 9 percent were Latinx, and 2 percent were Asian.?

Several community organizations from our coalition have shared stories about residents who have
already been pushed out of Montgomery County and forced to move to different parts of Maryland.
Displacement cannot be the solution. We look to the Council to address displacement with a package
of solutions, including direct rental assistance, funding affordable housing, and creating a permanent
rent stabilization policy with an annual rate that caps at 3%, to ensure that community members are not
forced out of their homes because of rising costs.

'Racial Equity and Social Justice (RESJ) Impact Statement for Expediated Bill 30-21
https://www.montgomerycountymd.gov/OLO/Resources/Files/resjis/2021/Bill130-21RESJ.pdf
2]bid.

%Ibid.
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We must remember that housing and food are foundational to our well-being, and deficits in these
areas have a profound impact on the physical and mental health of residents. Also, the high cost of
living exacerbates already overcrowded housing conditions, which exposes residents to additional
health concerns and high levels of stress.

We urge the Council to fulfill their public commitment to racial equity and social justice by
taking action for tenants and for families and supporting the HOME Act.
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Our Revolution Montgomery County S R
4220 Franklin St. ¥ REVOLUTION
Kensington, MD 20895 ORGANIZE TO WIN
Contact: Kat Uy MONTGOMERY COUNTY, WD
kat@ourrevolutionmd.com Gl

Letter In Support of the Home Opportunity, Mobility, and Equity Act
Dear Council President Glass, Vice President Friedson, and members of the County Council,

Our Revolution Montgomery County strongly supports the passage of the Housing Opportunity, Mobility, and
Equity Act.

First, we would like to extend our thanks to Councilmembers Jawando and Mink for introducing this critical
bill. As you may know, Bernie Sanders launched Our Revolution, America’s leading grassroots-funded
progressive political organizing group, to empower everyday Americans to stand up to the corporate
interests that seek to manipulate our government for personal gain. We at Our Revolution Montgomery
County have worked to establish our county as a laboratory for progressive policies and evidence-based,
common-sense government that responds to the needs of its residents rather than a few businesses that
make large political contributions. We have three hundred members who have helped to elect progressive
leaders in Montgomery County, support legislation that helps protect working families like a higher minimum
wage, protection of immigrants, police reform, investment in mass transit projects, affordable housing, and
legislation to lessen our reliance on fossil fuels. The members of Our Revolution Montgomery County believe
that when we organize, we win. And the proof is in how many of our progressive endorsed candidates
managed to be elected in the last two election cycles.

Because of our strong support for working families, and our concern for the pernicious effects of wealth
inequality, we strongly support the HOME Act. Capping rent increases at 3% will allow many families to
continue to work and live in our county instead of being displaced. Many families continue to struggle in the
current economy, and allowing unfettered rent increases will price them out of their current dwellings and
ultimately out of the county entirely. Displacing these families hurts the entire community. Less workers hurt
services to county residents. Many of the very people who work in the service industry like hospitality, home
health care workers, and retail are the very renters that will be severely impacted by unaffordable rent
increases. The passage of this bill will keep families in their homes and working in our county, which
ultimately benefits all residents.

Fearmongering that enacting rent stabilization will push development elsewhere is no longer tenable. The
Prince George’s County Council has just passed a similar measure, enacting a 3% cap on rent increase for
rental properties in that County, as they move towards a permanent rent stabilization rule. Montgomery
County has been justifiably proud as a leader in enacting progressive policies, and our leaders have pulled
surrounding counties with them, such as the minimum wage increase that raised wages across the capital
region. We are now lagging behind the District of Columbia and Prince George’s County in protecting the
interests of the large numbers of residents who need affordable rental housing to stay in the region. We
must act to prevent the loss of many of the people who make Montgomery County the vital, incredibly
diverse community which is recognized each year in surveys of the most diverse communities in the country.

We urge the County Council to support the HOME Act.
Kat Uy

(Chair of Our Revolution Montgomery County MD)
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Progressive Maryland

9221 Hampton Overlook
Capitol Heights, MD 20743
Contact: Max Socol

max@progressivemaryland.org

Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson,and members of the County Council,

Progressive Maryland strongly supports the passage of the Housing Opportunity, Mobility, and Equity

Act.We thank Councilmembers Jawando and Mink for introducing this vital legislation.

Progressive Maryland is a grassroots nonprofit organization with regional chapters from Frederick to the
Lower Shore and more than 10,000 members and supporters in Montgomery County. In addition, there
are dozens of affiliated community, faith, and labor organizations across the state that stand behind our

work. Our mission is to improve the lives of working families in Maryland.

This Council has taken several temporary actions over the years to prevent a tidal wave of displacement.
Working class, predominantly Black and brown residents of Montgomery County, have deep family and
social ties to this county; they frequently do the hard work that makes this county a great place to live.
Yet they face immense and inequitable financial burdens that increasingly threaten their ability to maintain

decent homes here.

The problem of rapidly rising housing costs is a nationwide challenge, but the solution will be local and is
yours to choose.We urge you to follow the leadership of our regional neighbors in Prince George’s and
pass the HOME Act, which sets a reasonable rate of increase on rents at 3% that protects essential
workers and their families, and prevents price gouging.A higher rate cap will not meaningfully prevent

displacement, and may even incentivize rents to go up more quickly than they did before.
We are counting on you to recognize the long term implications of relying entirely on rental assistance
funds to keep people in their homes, when these funds are frequently inaccessible, slow to be disbursed,

and incentivize further rent inflation.

Max Socol

On behalf of Progressive Maryland
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Letter of Support

Dear Council Members,

My name is Rafael Lacayo. I am a Montgomery County resident of 20 years.
I am a Rockville resident. I am undocumented. I am an essential Worker.
And I'm writing this letter to support the HOME Act. I want it, not because
I need to thrive in this county.

Thanks to the Rent Stabilization, I have found stability in this county for
the past two and a half years. However, I fear I will be forced to move
elsewhere without the protection. My landlord increased my rent by 7.5%!
For me, this has brought a lot of financial strain and instability.

If my landlord decides to increase the rent by more than 5 % next year, I
will automatically be displaced because Montgomery County has no
affordable housing. Therefore, I support the HOME Act because it keeps

vulnerable renters like myself housed.

I thank you for your willingness to hear our concerns and for taking action
by introducing a bill that will help protect renters.

Sincerely,

Rafael Lacayo.
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SEIU

Stronger Together

SEIU Local 500

901 Russell Avenue, Suite 300, Gaithersburg, MD 20879

March 24, 2023

RE: Housing Opportunity, Mobility, and Equity Act (HOME Act)
Support

Council President Glass, Council Vice President Friedson, and members of the County Council,

SEIU Local 500 strongly supports the passage of the Housing Opportunity, Mobility, and Equity
Act. With over 20 thousand members, most working in Montgomery County, our union urges
you to consider the consequences of not making rent stabilization a permanent fixture of what
it means to live in this county.

Thank you to Councilmembers Will Jawando and Kristin Mink for their leadership on this issue.
Our members work very hard providing care for those in Montgomery County from cradle to
career. Whether a childcare provider ensuring kids are prepared for school, an education
support professional assisting in the classroom, or a college professor preparing one for a
career, a Local 500 member will have a role to play in the development of those in this county.
And, yet for many of our members the rising cost of rent is making so that one cannot live in
the same county they work. In many cases, just a 5% increase in rent each year results in
thousands of additional dollars our working families cannot afford. Families face hard choices
resulting in forgoing little league sports, prom, or even hot lunches for their children. And, in
the worst cases, families forgo living in this beautiful county.

The goals and objectives of this bill are clear. And, by capping annual rent increases at 3%, we
can continue to ensure that our hard working members can continue to provide excellent
service and live in Montgomery County.

Thank you for your kind consideration and we ask that this council support the passage of the
HOME Act.

Christopher C. Cano, MPA
Coordinator for Member Political Engagement
SEIU Local 500
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Shane Wade
Silver Spring, MD

Please Pass the HOME Act to Help Address Our County’s Major Disparities
Dear Montgomery County Council members,

My name is Shane Wade and | live outside Downtown Silver Spring, in District 4. This past year,
my rent increased by 6.8%, from around $1400 to $1550. My rent went up, but | have not and
continue to not get my money’s worth from my residence. There are cockroaches in the building,
and poor gym maintenance in my residence. Though this rent increase may seem minor, | have
had to as a result cut back on heating my apartment, and | am frustrated that despite paying
more money to live in the same place, | have had to waste time and money finding alternative
gym amenities much farther away from where | live.

The combination of building neglect and threats of continuous rent increases year after year
means that | am seriously thinking of moving, and moving outside of Montgomery County, even
though it would mean uprooting my life and disrupting the community I’'ve built in Montgomery
County.

| ask you to please support the Housing Opportunity, Mobility, and Equity Act to stabilize
rents at a maximum of 3% and address the dystopian conditions | see in the lives of my
neighbors in the county: it is clear that those who can afford rent increases are able to
thrive, but anyone who can’t afford rents as they are now — much less rents any higher
than what they are now — are struggling considerably.

Thank you for considering my testimony.
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Shepherd's Table
TOGETHER MEETING NEEDS. CHANGING LIVES

March 6, 2023

Dear Council President Glass, Council Vice President Friedson, and members of the County
Council,

Shepherd’s Table strongly supports the passage of the Housing Opportunity, Mobility, and
Equity Act. We want to thank Councilmembers Jawando and Mink for introducing this
legislation.

Shepherd’s Table is a social services nonprofit in Downtown Silver Spring that provides
delicious and nutritious daily meals and other resources such as case management, clothing, and
vision care. We aim to improve quality of life, create a pathway towards self-sufficiency, and
inspire hope for the most vulnerable in our community. In 2022 we served 136,234 meals to
folks experiencing food insecurity, many of whom also experience housing insecurity.

Our organization supports the HOME Act because strong tenant protections are vital to ending
and preventing homelessness. Housing stability and security are essential, and making sure
people know they won’t be suddenly priced out of their homes is one way that we can protect our
lowest-income renters. With fewer evictions or sudden residential moves due to the inability to
pay heightened rents, this legislation could aid the county in its goal of ending homelessness by
2025.

Maryland already has a shortage of affordable housing, and allowing landlords to continue
raising rents will amplify this problem. We believe that the HOME Act is a form of
homelessness prevention, and therefore we urge the County Council to support the HOME
Act. If you have any questions, please reach out!

Sincerely,
Brenna Olson, Advocacy Coordinator

bolson@shepherdstable.org
(301)585-6463x219

8106 Georgia Ave, Silver Spring, MD 20910 Tel: 301-585-6463 Fax: 301-585-4718
www.shepherdstable.org
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Sunrise Movement Silver Spring
Contact: Naeem Alam

sunrisesilverspring@gmail.com

Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the Council,

Sunrise Movement Silver Spring unequivocally supports the passage of the Housing Opportunity,
Mobility, and Equity (HOME) Act, and we are very grateful to Councilmembers Jawando and Mink

for introducing this bill.

We are the movement of young people that brought the Green New Deal to the national stage. It is
a vision of the future where we transition our economy from fossil fuels to renewable energy and
create millions of good-paying jobs in the process.This means expanded transit, wide-spread

electrification, and many, many units of sustainable housing. But the question is, who really benefits?

We want a Montgomery County that is environmentally sustainable, but it must also be economically
sustainable.VWe want expanded mass transit, but not the skyrocketing rents that come with it. Ve
want clean air, but not for our community members to be displaced before they can enjoy it.We
want sustainable housing, but not for our community members to be priced out of it.We have all
been affected by steep rent increases: Some of us have had to double up with family. Others of us
have had to sacrifice essential services like healthcare.All of us have felt both the immediate financial
instability and the lasting emotional instability that this creates for youth, who are often moved from

location to location or caught in the crossfire of conflicts arising from housing insecurity.

That is why the HOME Act is so important: by limiting rent increases in Montgomery County to 3%,
this bill will safeguard both the financial health and emotional health of young people in this county by
eliminating the downward spiral caused by eviction for thousands of families. It will also open up
endless possibilities for expanded transit and green construction without the fear of rising rents and

displacement, so that we can be a model for what a just Green New Deal can truly be.

So that residents young and old may have the secure future that they deserve, we urge the County

Council to support the HOME Act to create a county that works for all of us.

Sincerely,

Sunrise Movement Silver Spring
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Tiffany Kelly
Gaithersburg, MD
772.708.4759
Mstkelly35@gmail.com
Letter In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the County Council,

We either want stable communities or we don’t.

We will do the right thing, or we won’t.

Montgomery County spends a lot of time and money to show itself to be a leader on equity. We have

forums, townhalls, and information that states what the issues are.

Time and time again, County leadership makes decisions that result in more and more of the same; the

most vulnerable, historically marginalized and disadvantaged are left out.

Time and time again, we get more bad policy that continues along the trajectory of widening the chasm

between the Haves and Have Nots.

To be frank, the Haves run Montgomery County and the County continues to act in their best interests.

That is clear with the bill that is being introduced that calls an 8% increase plus CPl “Rent Stabilization.”

That bill a landlord’s dream—and to call it Rent Stabilization is a lie.

We must support the passage of the Housing Opportunity, Mobility, and Equity Act—true Rent
Stabilization. Thank you to CMs Jawando and Mink for introducing this bill.

As a landlord, and as a community advocate, this is just the right thing to do, if we truly want to have an
opportunity for this county to be what it says it is—a place where everyone can live and thrive. We
cannot and should not rely on the moral compass of people to do the right thing. From child labor to

ethical practices in every industry, we have had to define what that looks like.

If poorly designed policy is put into place, there is no mechanism to fully undo the damage it will cause in

the lives of our residents. We cannot afford nor sustain the short-term impacts nor the long-term
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damage this will have on the lives of people and their children as they are forced to make decisions on

meeting basic needs versus things like college, retirement and their futures.

We must look at the impacts today and at the long haul. This bill is damaging prospects of the most

vulnerable, but also other professionals, like our educators.

Let’s do the right thing, for once. Pass the Home Opportunity, Mobility, and Equity Act. Let’s

become the county we say we are.
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Gino Renne, President
Lisa Blackwell-Brown, Secretary-Treasurer
Lisa Titus, Recorder

UFCW Local 1994 MCGEO
600 S. Frederick Avenue, Suite 200

. . Gaithersburg, Maryland 20877
a VOICE for working America Office (301) 977-2447  Fax (301) 977-6752

In Support of the Home Opportunity, Mobility, and Equity Act

Dear Council President Glass, Council Vice President Friedson, and members of the County
Council,

UFCW Local 1994 MCGEO urges the Council to pass the HOME Act to stabilize rents in
Montgomery County.

Local 1994 MCGEO represents 8,000 members in Maryland. Our members are nurses, bus
drivers, 911 dispatchers and librarians and more. They keep our County running and help to
make it such a great place to raise a family. But despite good union jobs, many of them cannot
afford to live in the County that they serve.

Every year more and more of members are forced to move to Frederick County or Prince
George’s County (which recently passed a rent stabilization bill), or even further afield. Those
that remain see their spending power eroded by increases in rent and wonder how long they
can hold on.

Inflation and rising interest rates have made rent stabilization incredibly important. Even if
wage growth throughout the area keeps pace with inflation, there is no cap on rent increases to
allow renters to get ahead.

This bill is critical. 40% of Montgomery County residents are renters. And with the average
rent over $2,200, 23% of County residents are paying more than half their incomes in rent. This
bill will stabilize these increases and give our members, and the residents that we serve, the
predictability that they need.

Given that Prince George’s County just passed a rent stabilization measure capping rent
increases at 3%, we think the HOME Act is a reasonable approach to steadying Montgomery
County rents.

We urge the County Council to pass the HOME Act.

Sincerely,

Amy Millar
Special Assistant to the President
UFCW Local 1994 MCGEO

Vice Presidents: Melba Chavarria e Thomas Coulter » Joseph Dickson ¢ Audra Dugue « Cassandra Harper
Paulette Kee-Dudley ¢ Louis Rosen «James Rowee Kevin Smith « John Smoak « Michael Trigiani » Gilberto Zelaya (84)



Fiscal Impact Statement

Office of Management and Budget

Executive Regulation
16-23

Regulation Summary

Fiscal Impact Summary

Landlord-Tenant Relations - Rent Stabilization (The HOME
Act)

Bill 16-23 sets an annual maximum rent increase for rental housing in Montgomery
County equivalent to 3% or the residential rental component of the Consumer Price
Index (CPI) for the local Washington-Arlington-Alexandria area, whichever is lower. A
regulated rental unit under the bill would be permitted to raise rent by an allowable
increase once per year. All landlords would be required to submit annual rent reports to
the Department of Housing and Community (DHCA). The bill provides for an exemption
where if the rental unit becomes vacant, the landlord would be permitted to "bank" the
allowable increase and apply it to a future year. The bill would establish an excise tax
for vacant rental units, and all revenues will be deposited to the Montgomery Housing
Initiative Fund as established under Section 25B-9.

In FY24, expenditures increase by $1.3 million, and revenues increase by $23,500 for a
net impact of $1.28 million. First year costs represent personnel costs of $747,000 and
operating expenses of $560,540. Beginning in FY25 and beyond, expenditures increase
by approximately $1.13 million each year, and revenues increase by approximately
$26,900 in FY26 escalating annually until it reaches approximately $33,000 by FY29.
The bill would also require an additional 9.0 FTEs to implement beginning in FY24.

Fiscal Year 24 25 26 27 28 29 Total
Personnel Costs $747,311 $1,046,236 $1,098,548 $1,153,475 $1,211,149 $1,271,706 $6,528,425
Operating Expenses $560,540 $87,983 $90,622 $93,341 $96,141 $99,025 $1,027,652
Total Expenditures $1,307,851 $1,134,219 $1,189,170 $1,246,816 $1,307,290 $1,370,731 $7,556,077
Revenues $23,500 $25,145 $26,905 $28,789 $30,804 $32,960 $168,103
Total Impact ($1,284,351) ($1,109,074) ($1,162,265) ($1,218,027) ($1,276,486) ($1,337,771) ($7,387,974)
FTE 9.00 9.00 9.00 9.00 9.00 9.00

Fiscal Impact Analysis

To implement the bill, DHCA advises that it would need to create a new Rent
Stabilization Office. Staff would review and manage annual rent reports and
compliance with the newly proposed rent increase guidelines; manage exemption
applications, tenant complaints, the vacancy tax, the fair return petition and appeal
process; conduct community outreach; respond to service inquiries; and investigate and
enforce remedies for noncompliance Based on the assumed workload, this new Office
would require 9.0 FTEs as shown in the chart below:

2023 | Montgomery County, MD page 1 of 2
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Staff Impact

Actuarial Analysis

Information Technology
Impact

Other Information

Later actions that may impact
revenue or expenditures if
future spending is projected

Contributors

2023 | Montgomery County, MD

Position Grade FTE< Annualized Personnel
Costs
Program Specialist 1T G21 4.00 $400.600
Administratrve Specialist 111 G23 1.00 $£107.700
Program Manager I G23 1.00 $107.700
Investigator 111 G25 1.00 $116.015
Sr. IT Speciahst III G28 1.00 $129.900
Manager III MIII 1.00 $134.500
Total PC 9.00 5996,415

The FY24 personnel costs for these positions are estimated at $747,311, assuming a
start date of October 2023.

FY24 operating expenses are estimated to total $560,540, including one-time expenses
of $470,770 and annualized expenses of $85,428 as follows.

The associated operating expenses to support the required personnel complement are
approximately $46,620, including one-time costs of $40,770 in FY24 and $5,850
annually. Additionally, DHCA would need to develop an anti-gauging protections
website and case management system. Based on previous experience developing
websites and case management systems, the total estimated costs in the first year could
be $172,850, which includes initial start-up costs of $169,350 plus an ongoing annual
cost of $3,500 to provide technical support and required maintenance. DHCA would also
need to develop an online portal for landlords to report the mandated rent increase data
at a one-time cost of $265,000. Annual operating expenses for the office are estimated
to total $76,070 for office operating expenses.

Annual revenues are expected to be $23,500 in FY24 from the issuance and collection
of Class A citations. Based on the 7% average annual growth rate of multifamily
buildings in Montgomery County over the past five years, coupled with an estimated 7%
steady rate of citations, a total of approximately $168,102 will be collected over the
next six fiscal year.

Implementing the bill will require the creation of a new Rent Stabilization Office as the
existing personnel complement of the Department would not be able to absorb the
workload. The new Rent Stabilization Office will need at least nine new full-time
employees among various job classifications for which the estimated annualized
personnel costs total $996,415.

The regulation is not expected to impact retiree pension or group insurance costs.

While the bill will require the department to establish a robust database and online
platform and tracking system, it is not expected to impact the County's Information
Technology (IT) or Enterprise Resource Planning (ERP) systems.

The regulation does not authorize future spending.

Scott Bruton, Mary Gentry, Nicolle Katrivanos, and Pofen Salem, Department of Housing
and Community Affairs
Anita Aryeetey, Office of Management and Budget

page 2 of 2
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Economic Impact Statement

Montgomery County, Maryland

Bill 16-23 Landlord-Tenant Relations — Rent
Stabilization (The HOME Act)

SUMMARY

The Office of Legislative Oversight (OLO) anticipates that enacting Bill 16-23 would have a moderate to large net negative
impact on economic conditions in the County in terms of the Council’s priority indicators. The Bill would establish a rent
stabilization policy that would prohibit annual rent increases either above 3 percent or, if lower, the rental component
of the Consumer Price Index (CPI) for certain rental units. Based on a review of peer-reviewed economic studies on rent
stabilization, OLO concludes the Bill likely would significantly reduce rents for certain tenants of rent-regulated units.
Certain property owners and managers likely would respond by decreasing operating expenses, or removing properties
from the rental market (i.e., through condo conversion). Based on their relative economic multiplier effects, reduced
landlord spending likely would yield economic costs that exceed the economic benefits of increased household spending
(holding all else equal). Moreover, extending the rent stabilization policy may moderate certain residential property values
and/or decrease the County’s competitiveness in the rental housing market relative to jurisdictions in Northern Virginia
that lack rent stabilization policies.

BACKGROUND AND PURPOSE OF BILL 16-23

Rent regulation policies generally establish how much landlords can increase rents each year. Across the U.S., two states

and nearly 200 municipalities regulate their rental market.! As explained in the “Minneapolis Rent Stabilization Study:”

“The details and implementation of rent regulations vary based on jurisdictional goals. Broadly, these goals include
protecting tenants from excessive rent increases, alleviating the affordable housing crisis, preserving existing
affordable housing, providing housing habitability and security of tenure for renters, maintaining economic and
racial diversity, and preventing real estate speculation.”?

The intent of Bill 16-23, the Housing Opportunity, Mobility, and Equity (HOME) Act, according to its sponsors, is to help
“keep renters in their homes by preventing rent gouging, reducing displacement, and creating cost predictability for

renters and landlords.”® If enacted, Bill 16-23 would:*

! Edward G. Goetz, et. al., Minneapolis Rent Stabilization Study, University of Minnesota Center for Urban and Regional Affairs, 2021.
https://www.cura.umn.edu/sites/cura.umn.edu/files/2021-08/Minneapolis-Rent-Stabilization-Study-web.pdf

2 |bid.

3 “Councilmember Will Jawando, Councilmember Kristin Mink, and County Executive Marc Elrich Spearhead the Housing
Opportunity, Mobility and Equity (HOME) Act,” Press Release, Montgomery County Council, March 2, 2023.
https://www2.montgomerycountymd.gov/mcgportalapps/Press_Detail.aspx?ltem ID=42957&Dept=1

4 Introduction Staff Report for Bill 16-23, Montgomery County Council, March 7, 2023.
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/col/2023/20230307/20230307 1B.pdf
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e Establish an annual maximum rent increase for rental housing. The maximum rent increase would be up to 3

percent or the rental component of the Consumer Price Index (CPI), whichever is lower. The increase could only
occur once within a 12-month period with the landlord providing at least a 90-day notice before increasing the

rent.

e Provide exemptions for certain buildings from rent stabilization requirements, including newly constructed units
for ten years, accessory dwelling units, certain owner-occupied properties, certain moderately priced dwelling

units in buildings, health facilities, religious and non-profit organizations, and licensed facilities.

e Permit a landlord to submit a petition for a rent increase to obtain a fair return. If a petition is granted, the
landlord would have to provide the tenant a 90-day notice before increasing the rent. If a petition is denied, the

landlord would have the right to appeal the decision to the Commission on Landlord-Tenant Affairs.

e Establish an excise tax for vacant rental units. An owner of rental property with two or more units and
determined as vacant for more than 12 months would be subject to an excise tax of $500 per year per unit subject
to interest and penalties. Funds collected through the tax could be used only for the acquisition of affordable

housing and the administration of the Bill. The tax would take effect one year after the Bill is enacted.

e Limit on rent increases for vacant units. If a vacant unit returns to the market for rent, the new rental amount
may include the allowable annual rent increase for each year the unit was vacant but cannot exceed 30 percent
of the base rent amount paid by the prior tenant. However, the landlord may not reset the rent for the next tenant
in an amount higher than the base rent paid by the previous tenant if a tenancy is terminated “for a reason not
provided for in the lease or during the first year of a tenancy.”

Bill 16-23 contains several other provisions, including, among others, reporting requirements and rent increase banking

allowances for landlords, and administrative requirements for DHCA. The Bill would be enforced by DHCA.

Bill 16-23, Landlord-Tenant Relations — Rent Stabilization, was introduced by the Council on March 7, 2023.

INFORMATION SOURCES, METHODOLOGIES, AND ASSUMPTIONS

Per Section 2-81B of the Montgomery County Code, the purpose of this Economic Impact Statement is to assess, both, the
impacts of Bill 16-23 on residents and private organizations in terms of the Council’s priority economic indicators and
whether the Bill would have a net positive or negative impact on overall economic conditions in the County.® To do so,
OLO does the following in this analysis:

Reviews the econometric literature on rent regulations. To understand the economic impacts of rent regulations, this
analysis presents findings from Gibb, et al (2022) and Paster, et al’s (2018) literature reviews of peer-reviewed economic

studies on the topic. These reviews were identified using the Google Scholar database.

This analysis also draws on OLQ’s findings in previous Economic Impact Statements, namely for Expedited Bill 22-22,

Landlord-Tenant Relations — Limitations on Rent Increases, Expedited Bill 30-21, Landlord-Tenant Relations — Restrictions

5 Montgomery County Code, Sec. 2-81B.
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During Emergencies — Extended Limitations Against Rent Increases and Late Fees, and Bill 52-20, Landlord-Tenant

Relations — Protection Against Rent Gouging Near Transit.

Draws on the above evidentiary sources to infer the likely impacts of the Bill on economic stakeholders and conditions.

Among residents, the stakeholders include:

= Tenants of regulated units;
= Tenants of non-regulated units; and

= homeowners and buyers.
Among private organizations, the stakeholders include:

= |andlords;
=  building service providers;
= residential remodelers; and

= other businesses.

The primary assumption made in this analysis is that current and future market conditions would support annual rent
increases above 3 percent or the rental component of the CPI for certain rental units. Importantly, data limitations and
uncertainties prevent OLO from estimating the percentage of total rental units that, both, would be regulated under

the change in law and would experience rent increases above this threshold.

VARIABLES

Some of the variables that would affect the economic impacts of enacting Bill 16-23 are the following:

= total annual rent revenues;

= total household income;

= residential property values; and
= building services expenses.

IMPACTS

WORKFORCE = TAXATION POLICY = PROPERTY VALUES = INCOMES = OPERATING COSTS = PRIVATE SECTOR CAPITAL INVESTMENT =
ECONOMIC DEVELOPMENT = COMPETITIVENESS

Economics of Rent Regulation

Importantly, empirical studies in the economics literature indicate that the economic impacts of rent regulations are partly
contingent on the policy and regulatory details of specific rent regulations as well as local housing market conditions and
trajectories. For this reason, Gibbs, et al (2022) caution policymakers against “drawing far-reaching conclusions from one
case study, city, country or time period.” They recommend jurisdictions develop the data and operational monitoring
capacity required to conduct ongoing empirical evaluations of how the local rental housing market is functioning after the

implementation of specific rent regulations.
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Notwithstanding the importance of policy/regulatory details and local market conditions, Gibb, et al (2022) and Paster, et

al (2018)’s reviews of economic studies on the impact of rent regulations point to several observations:

Rent regulations generally improve affordability for tenants in rent-regulated units, particularly for long-term
tenants who move into their units around the time when regulations are established. Rent regulations have
been shown to decrease rents for lower-income tenants and those in social groups with relatively greater
economic needs (e.g., elderly, people of color, and single parents). However, as a universal program, rent
regulations also reduce rents for middle- and upper-income tenants who can afford rent increases. Therefore,

economists generally see them as inefficient in targeting tenants with greater needs.

Rent regulations may have mixed impacts on affordability for tenants in non-regulated units. Some studies have
found rent regulations can slightly lower rents in non-regulated units. This effect may be due to declining
building/unit quality from lower maintenance, decreasing appeal to higher-income renters or other factors. In
contrast, other studies find rent regulations may increase rents for tenants in decontrolled units.

Rent regulations may increase maintenance problems. To compensate for lower rental income, rent regulations
can reduce landlord incentives to maintain units. This negative side-effect of rent regulations likely is more
common in jurisdictions that do not permit rent increases contingent on quality improvements and/or lack

stringent code enforcement.

Rent regulations, particularly those lacking limitations on condo conversions, can reduce the supply of existing
rental housing through conversion and market removal. Rent regulations impact the existing rental stock by
incentivizing landlords to remove rent-regulated units from the market. This is typically done in several ways—
owners convert rentals to condos, sell the property, or move into the property. While rent regulations can reduce
the supply of existing rental units, there is limited evidence they impact new housing construction. This is especially

the case in jurisdictions that exempt new construction from any price controls and include vacancy decontrol.

Rent regulations decrease tenant mobility. On the one hand, decreased mobility can improve housing stability
when rent regulations prevent tenant displacement due to sharp rent hikes. On the other hand, decreased
mobility can discourage tenants from: (a) moving into units that are closer to work, better accommodate changes
to family size, etc.;, (b) purchasing homes, or; (c) finding employment outside the local labor market.

Rent regulations lacking vacancy controls can increase the risk of eviction for tenants. Without vacancy controls,
landlords have an incentive to remove tenants and re-rent units at market rate. Using a quasi-experimental
methodology, ® Gardner (2022) examines the risk of eviction—measured as eviction filings—for tenants in
controlled and uncontrolled units in San Francisco from 2007 to 2017. He finds that while eviction notices
impacted a small share of total tenants, rent-controlled units were 2.4 times more likely than their uncontrolled

counterparts to receive eviction notices on an annual per unit basis.

6 The study uses a regression discontinuity design that leverages San Francisco’s 1979 Rent Ordinance which stabilized rents in
properties built in or before 1979, but not in properties built after.
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The evidence on the economic impacts of removing rent regulations points to the following: Removing rent regulations

increases rental prices in regulated and non-regulated units, raises property values in regulated and surrounding non-

regulated residential properties, and forces out certain lower-income tenants who cannot afford higher rents.

Residents

Based on the econometric evidence reviewed above, OLO anticipates that Bill 16-23 likely would have an overall positive
economic impact on residents in terms of the indicators prioritized by the Council.

Tenants of Regulated Units: The primary residents affected by the change in law would be tenants of rental units that
would become regulated under policy change. By prohibiting annual rent increases either above 3 percent or, if lower,
the rental component of the CPI for certain rental units, the Bill would decrease rents for residents who otherwise would
experience rent increases above this threshold in the absence of the change in law. Holding all else equal, lower rents
would significantly reduce nondiscretionary expenses, thereby increasing net household income for affected residents.
Given the long-standing affordability crisis in rental housing in the County, lower rents would be particularly beneficial to

cost-burdened and lower-income tenants.’

It is worth noting that the economics literature indicates rent regulations reduce tenant mobility, which could offset a
portion of rent savings for certain tenants who otherwise would decrease commuting expenses, attain higher pay
employment in other labor markets, or build home equity by renting elsewhere or purchasing a home. Given the limited
scope of allowable rent increases (no more than 3 percent or, if lower, the rental component of the CPI for certain rental
units) that would be permitted under the rent stabilization policy, OLO expects it would discourage tenant mobility in

ways that could offset rent savings over the long-term for certain tenants.

In addition, OLO expects the Bill to prevent certain existing tenants who otherwise would be unable to afford rent hikes
above 3 percent or, if lower, the rental component of the CPI for certain rental units from being displaced through eviction,
non-renewal, or some other means. In these cases, the change in law may prevent tenants from incurring the various
economic costs associated with housing instability—job loss, lost income, work disruptions, moving costs, legal fees, loss
of possessions, etc.® Importantly, because the rent stabilization policy would limit rent increases for vacant units, some
landlords would be prohibited from removing certain tenants to bring in new tenants subject to higher market rate rents
who would otherwise do so in the absence of a vacancy control.

Tenants of Non-Regulated Units: As previously discussed, studies on rent regulations suggest Bill 16-23 may have mixed
impacts on rents for tenants in units that would not be subject to the regulations. On the one hand, the policy may increase
rents by exacerbating the lack of affordable rental housing in the County through condo conversion, etc. If so, lower rents
would increase nondiscretionary expenses, thereby decreasing net household income for affected residents (holding all

else equal).

On the other hand, the policy could decrease rents through building/unit quality decline, residential sorting, etc. Because
the rent stabilization policy would permit a “petition for fair return” rent increases, the Bill may mitigate this effect.

However, it should be noted that depending on how well the ceiling on the petition for fair return captures the upper end

7 Montgomeryplanning.org, Rental Housing Study.
8 Bryant, et al, “Evictions in Montgomery County.” For more on the costs of eviction, see the Eviction Lab.
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of capital improvements and other year-to-year changes in operating expenses as well as the quality of County code

enforcement, rental unit quality may still decline in quality, which could put downward pressure on rents.

Homeowners/buyers: The Bill also may affect certain homeowners and homebuyers. Based on the studies reviewed
above, the rent stabilization policy could moderate property values for certain regulated and surrounding non-regulated
properties. On the one hand, this effect may negatively impact certain residents who would sell their homes. On the other

hand, reduced property values may benefit certain homebuyers, particularly first-time homebuyers.

Other residents: OLO expects certain owners and managers of rent-regulated properties would protect profit margins
from lower rent revenues by reducing operating costs. Net household income may decrease for any residents who

experience employment loss or work hour reduction because of these business decisions.

Beyond these potential impacts, OLO does not expect Bill 16-23 to meaningfully affect residents in terms of the Council’s
other priority indicators.

Businesses, Non-Profits, Other Private Organizations

OLO anticipates that enacting Bill 16-23 would have an overall negative economic impact on private organizations in the

County in terms of the Council’s priority indicators.

Landlords: The primary businesses affected by the change in law would be landlords in the residential rental sub-sector.
By prohibiting annual rent increases either above 3 percent or, if lower, the rental component of the CPI for certain
rental units, certain landlords would lose rental revenues above this threshold they otherwise would collect in the absence
of the change in law. Substantial losses in rental revenues would result in a net decrease in business income for affected

landlords (holding all else equal).

To compensate for revenue loss and protect profit margins, certain landlords likely would reduce their operating costs
associated with various building services. Owners and managers of highly profitable rental properties may be able to
absorb revenue loss without significantly reducing operating costs. However, owners and managers of properties with
tight profit margins likely would reduce expenses. While a thorough assessment of the profitability of the residential rental
sub-sector is beyond the scope of this analysis, OLO suspects small rental properties would be hardest hit by revenue loss.

In addition, landlords who would be subject to the excise tax for leaving vacant two or more rental units for more than 12

months would experience minor increases in operating costs.

Other Businesses: Extending the rent stabilization policy likely would have mixed impacts on other business groups. On
the one hand, certain building service providers likely would experience net decreases in business income from property
owners and managers reducing building services for rental properties/units in response to the rent stabilization extension.
On the other hand, certain residential remodelers may gain business income through condo conversions. Moreover,
lowering rents would increase household spending for certain tenants in rent-regulated units and, thus, result in additional

revenue for certain retail and other businesses.

While the Bill may affect other private organizations in terms of the Council’s priority indicators, it is beyond the scope of

this analysis to identify all potential impacts.
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Net Impact

As illustrated above, establishing the rent stabilization policy would have conflicting impacts on various residents and
business stakeholders. Quantifying the net effect of these impacts is not possible due to data and time limitations.
Nevertheless, OLO anticipates that enacting Bill 16-23 would have a moderate to large negative economic impact on
overall economic conditions in the County in terms of the Council’s priority indicators.

First, as discussed in detail in previous Economic Impact Statements on previous rent stabilization Bills introduced by the
Council, the total multiplier effect for the real estate industry is greater than the household sector (holding all else equal).
The multiplier effect captures how changes in economic activity affect other rounds of spending, and how additional
spending impacts certain economic indicators. To illustrate, an increase in household income may in turn increase demand
for local restaurants, resulting in restaurant owners hiring more workers. Using the Regional Input-Output Modeling
System (RIMS 11) final-demand multipliers, OLO shows the negative impacts from, for instance, a $1,000 reduction in

spending from the real estate industry are greater than the positive impacts from a $1,000 increase in household spending.

Second, enacting the Bill may reduce the County’s competitiveness in the rental housing market relative to certain nearby
jurisdictions, particularly those in Northern Virginia. There is no rent control in Virginia.® While the economic literature
generally finds a lack of evidence that rent stabilization measures significantly reduce new housing construction, OLO
believes it is worth noting the following: The peer-reviewed economic studies on rent stabilization in the U.S. are at the
state- or -major city levels. OLO is unaware of a peer-reviewed study that focuses on a jurisdiction comparable to the
County,* namely a jurisdiction outside a major metropolitan center in which neighboring jurisdictions have divergent rent
and overall business regulatory environments. Moreover, it should be noted that establishing additional rent regulations
may undermine the County’s reputation for a “business friendly environment.” Given the scale of capital improvement

projects, the loss of just one major project would have meaningful economic implications.

DISCUSSION ITEMS

Given the variability in findings on the economic impacts of rent stabilization, Councilmembers may want to consider

whether the County should develop the capacity to empirically monitor the program based on local market conditions.
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CAVEATS

Two caveats to the economic analysis performed here should be noted. First, predicting the economic impacts of
legislation is a challenging analytical endeavor due to data limitations, the multitude of causes of economic outcomes,
economic shocks, uncertainty, and other factors. Second, the analysis performed here is intended to inform the legislative
process, not determine whether the Council should enact legislation. Thus, any conclusion made in this statement does

not represent OLO’s endorsement of, or objection to, the Bill under consideration.
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Racial Equity and Social Justice (RESJ)

Impact Statement

Office of Legislative Oversight

BiLL 16-23: LANDLORD-TENANT RELATIONS — RENT STABILIZATION

SUMMARY

The Office of Legislative Oversight (OLO) anticipates Bill 16-23 will have a moderate to large positive impact on racial
equity and social justice (RESJ) in the County. The proposed rent regulations would disproportionately benefit Black and
Latinx tenants with improved housing affordability and stability. Further, the Bill systemically reinforces these benefits
through establishing a permanent rent regulation program; creating new funding for affordable housing and the
administration of the rent regulation program; and including provisions aimed at preventing tenant displacement.

PURPOSE OF RESJ IMPACT STATEMENTS

The purpose of RESJ impact statements (RESJIS) is to evaluate the anticipated impact of legislation on racial equity and
social justice in the County. Racial equity and social justice refer to a process that focuses on centering the needs,
leadership, and power of communities of color and low-income communities with a goal of eliminating racial and social
inequities.! Achieving racial equity and social justice usually requires seeing, thinking, and working differently to address
the racial and social harms that have caused racial and social inequities.?

PURPOSE OF BILL 16-23

Rent regulation policies generally establish how much landlords can increase rents each year. Across the U.S., two states
and nearly 200 municipalities regulate their rental market.? As explained in the “Minneapolis Rent Stabilization Study:”

“The details and implementation of rent regulations vary based on jurisdictional goals. Broadly, these goals
include protecting tenants from excessive rent increases, alleviating the affordable housing crisis, preserving
existing affordable housing, providing housing habitability and security of tenure for renters, maintaining
economic and racial diversity, and preventing real estate speculation.”*

The intent of Bill 16-23, the Housing Opportunity, Mobility, and Equity (HOME) Act, according to its sponsors, is to help
“keep renters in their homes by preventing rent gouging, reducing displacement, and creating cost predictability for
renters and landlords.”” If enacted, Bill 16-23 would:®

e Establish an annual maximum rent increase for rental housing. The maximum rent increase would be up to 3
percent or the rental component of the Consumer Price Index for All Urban Consumers (CPI-U) for the Washington-
Arlington-Alexandria Area, whichever is lower. The increase could only occur once within a 12-month period with
the landlord providing at least a 90-day notice before increasing the rent.

e Provide exemptions for certain buildings from rent stabilization requirements, including newly constructed units
for ten years, accessory dwelling units, certain owner-occupied properties, certain moderately priced dwelling units
in buildings, health facilities, religious and non-profit organizations, and licensed facilities.

Office of Legislative Oversight March 27, 2023
(95)



RESJ Impact Statement

Bill 16-23

e Permit a landlord to submit a petition for a rent increase to obtain a fair return. If a petition is granted, the
landlord would have to provide the tenant a 90-day notice before increasing the rent. If a petition is denied, the
landlord would have the right to appeal the decision to the Commission on Landlord-Tenant Affairs.

e Establish an excise tax for vacant rental units. An owner of rental property with two or more units and determined
as vacant for more than 12 months would be subject to an excise tax of $500 per year per unit subject to interest
and penalties. Funds collected through the tax could be used only for the acquisition of affordable housing and
administration of the Bill. The tax would take effect one year after the Bill is enacted.

e Limit on rent increases for vacant units. If a vacant unit returns to the market for rent, the new rental amount may
include the allowable annual rent increase for each year the unit was vacant but cannot exceed 30 percent of the
base rent amount paid by the prior tenant. However, the landlord may not reset the rent for the next tenant in an
amount higher than the base rent paid by the previous tenant if a tenancy is terminated “for a reason not provided
for in the lease or during the first year of a tenancy.”

Bill 16-23 contains several other provisions, including, among others, reporting requirements and rent increase banking
allowances for landlords and administrative requirements for the Department of Housing and Community Affairs
(DHCA). The Bill would be enforced by DHCA.

Bill 16-23, Landlord-Tenant Relations — Rent Stabilization, was introduced by the Council on March 7, 2023.
In September 2021, OLO published a RESJIS for Expedited Bill 30-21, Landlord-Tenant Relations — Restrictions During

Emergencies — Extended Limitations Against Rent Increases and Late Fees.” Please refer to this RESJIS for detailed
background on racial segregation in housing and the racial wealth divide.

HOUSING INSECURITY AND RACIAL EQUITY

To understand the drivers of housing inequities by race and ethnicity, this statement describes the role of housing
segregation in fostering housing inequities in the County and local data on housing security by race and ethnicity. The
intent of this overview is to demonstrate that racial and ethnic disparities in housing security are neither natural nor
random, but instead reflect the government’s role in creating and maintaining racial and ethnic inequity in housing.

Racial Segregation in Housing. Segregation by race and ethnicity characterizes the housing market in the County,
whereby White residents are concentrated in the most affluent communities. Specifically, in 2020:2

e White constituents accounted for 69 percent of District 1 constituents (Bethesda, Chevy Chase and Potomac)
compared to 43 percent of County constituents. Approximately 6 in 10 District 1 households had incomes
exceeding $150,000 compared to 1 in 10 households that had incomes of less than $50,000.

e Asian or Pacific Islander constituents accounted for 20 percent of District 3 constituents (Rockville and
Gaithersburg) compared to 15 percent of County constituents. Approximately a third of District 3 households
had incomes exceeding $150,000 compared to a quarter of households that had incomes of less than $50,000.

e Black constituents accounted for 38 percent of District 5 constituents (White Oak, Colesville and Burtonsville)
compared to 18 percent of County constituents. About a quarter of District 5 households had incomes
exceeding $150,000 compared to quarter of households that had incomes of less than $50,000.
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e Latinx constituents accounted for 35 percent of District 6 constituents (Wheaton, Glenmont and Aspen Hill)
compared to 20 percent of County constituents. About a quarter of District 6 households also had incomes
exceeding $150,000 compared to less than a quarter of households that had incomes of less than $50,000.

While some attribute segregation in the housing market to personal preferences and differences in income and
education by race and ethnicity, these explanations often ignore the role of systemic discrimination in driving
preferences, income, and educational attainment, as well as housing segregation itself.? Moreover, defining housing
segregation as a function of personal preferences ignores the role of government in creating segregated communities
that begins with the origins of the nation.

Slavery, sharecropping, Jim Crow laws, and the Homestead Act were government policies designed to build wealth
among White constituents by extracting resources from Black, Indigenous, and Other People of Color (BIPOC).
Government policies reinforcing housing segregation continued with the New Deal as the Federal Housing
Administration (FHA) created a platform for wealth in White neighborhoods through providing White residents and
developers government subsidized financing to purchase or build homes in White-only enclaves.® For example, the
Montgomery County Planning Department’s Mapping Segregation Project found that White constituents received 400 of
409 Home Owners’ Loan Corporation (HOLC) loans made while only 7 were received by Black constituents.!

Racial covenants attached to residential property and the redlining of neighborhoods predominantly occupied by people
of color also fostered housing segregation.? For example, between 1902 and 1948, Silver Spring enacted more than 50
racially restrictive covenants that prohibited owning or renting “the whole or any part of any dwelling or structure
thereon, to any person of African descent.”*® This included racially restrictive covenants attached to all suburban
properties developed in the County by Colonel Edward Brooke Lee.* The Gl Bill was also implemented in racially
exclusionary ways that denied Black veterans loans and reinforced segregation.*

The growth of Montgomery County was driven by the suburbanization of the Washington Metropolitan region following
White flight from Washington, D.C. Housing segregation within the County also reflects the migration of BIPOC families
from D.C. to Prince George’s County and to the eastern parts of the County, and subsequent White flight from those
environs to the western parts of the County (e.g., Bethesda and Potomac). Moreover, given the value of investments in
greenlined areas, the value of segregated White housing increased exponentially compared to housing in mixed and
predominantly Black areas that were undervalued and underinvested in due to redlining.®

Today, racial discrimination in housing continues with predatory lending practices targeted to BIPOC communities (e.g.
subprime loans);?” racial and ethnic bias in the rental and real estate markets;® and the “implicitly racialized tax code”
that favor asset holdings with lower tax rates over income earned, and mortgage holders over renters.?® Montgomery
County’s 2015 analysis of the Impediments to Fair Housing Choice acknowledges that housing discrimination in the
County on the basis of income source also persists, despite County law that makes such discrimination illegal.?°

Data on Housing Insecurity. Local data demonstrates that Black and Latinx households in the County are especially
housing insecure, reflective of the larger forces of housing segregation and the racial wealth divide. More specifically:

e In 2021, 63 percent of Latinx renters and 57 percent of Black renters were cost-burdened (expending 30 percent
or more of income on rent), compared to 45 percent of White renters and 38 percent of Asian renters.??

e Among recent COVID-19 Rent Relief Program clients, 45 percent were Black and 23 percent were Latinx, while 8
percent were White and 2 percent were Asian or Pacific Islander.??
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e Among single adults experiencing homelessness in 2021, 56 percent were Black, 33 percent were White, 5
percent were Native American, and 4 percent were Asian or Pacific Islander.?

o Among families experiencing homelessness in 2021, 84 percent were Black, 12 percent were White, and 3
percent were Native American.?

Local data on homeownership also confirms housing inequities by race and ethnicity. In 2021, 77 percent of White and
69 percent of Asian households in the County were owner-occupied, compared to 54 percent of Latinx households and
43 percent of Black households.?®

EVIDENCE ON RENT REGULATIONS

Rent regulation is a highly debated issue. While some argue that rent regulations support housing affordability and
stability, others argue they harm the housing market in ways that ultimately undermine these benefits.

To help unpack the veracity of these arguments, this RESJIS summarizes the research describing the advantages and
disadvantages of rent regulations. This summary of empirical studies is based on a review of reports from researchers at
the University of Minnesota (UM), the University of Southern California (USC) and other institutions.?®?” Overall, OLO
finds the research describing the advantages of rent regulations to be stronger and more consistent than the research
describing the potential harms of rent regulation.

Advantages of Rent Regulation. There is strong evidence that rent regulations are effective in supporting housing
affordability and stability for tenants in regulated units. Studies have overwhelmingly found that tenants in regulated
units stay in their homes for longer than tenants in non-regulated units. Further, several studies have found that rent
regulations disproportionately benefit BIPOC tenants. For example, a Stanford University study of rent regulations in San
Francisco found the regulations had an especially large impact on preventing the displacement of Black and Latinx
tenants.?® As noted by the UM and USC researchers, housing stability has proven benefits across multiple facets of well-
being, including physical, mental and emotional health, and educational achievement among children.

Disadvantages of Rent Regulation. There is weaker and more inconsistent evidence that rent regulations undermine
housing affordability and stability in the long-term because they harm housing markets. A summary of the potential
disadvantages of rent regulation noted in the research literature and empirical evidence follows.

Undermine financial stability of smaller landlords. Some stakeholders argue that rent regulations threaten the
financial stability of small “mom-and-pop” landlords, however, few studies have explored this topic. Some
studies have suggested that mom-and-pop landlords are more likely to charge lower rents and negotiate with
tenants, implying they may be less impacted by moderate rent regulations.

Decrease in rental units and increase in rents. Some stakeholders argue that rent regulations undermine housing
affordability for future renters by decreasing the supply of rental units. Research findings indicate that rent
regulations do not negatively impact new housing construction, especially in jurisdictions where new buildings
are exempt. Most studies have also found that rents in non-regulated units stayed the same or were lowered
following rent regulations. However, rent regulations may incentivize landlords to remove regulated rental units
from the market through condo conversions, redevelopment, or owner move-ins.
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Displace tenants. Some stakeholders argue that rent regulations could undermine housing stability by creating
incentives for landlords to evict tenants. This is of particular concern in jurisdictions where landlords are able to
increase rents to market rate for new tenants after a unit is vacated (i.e., vacancy decontrol) or where landlords
can more easily deregulate units through condo conversions, redevelopment, or owner move-ins. One study
found that jurisdictions with vacancy decontrol were less affordable and disproportionately displaced Black
tenants.? Jurisdictions commonly accompany rent regulation programs with “just-cause” eviction protections to
limit the legal reasons for which a landlord can evict a tenant. State legislation allowing local jurisdictions to
adopt just-cause eviction laws was introduced this year in the Maryland General Assembly.°

Decrease building maintenance and quality. Some stakeholders argue that rent regulations decrease the quality
of regulated units by driving landlords to cut costs on maintenance. Evidence is mixed on how rent regulations
affect maintenance and quality of regulated units. One study found this impact was largely dependent on the
individual features of rent regulation programs.

Distribute benefits inequitably. Some stakeholders argue that the broad application of rent regulations leads to a
greater benefit for wealthier households than lower-income households. Evidence is mixed on how the benefits
of rent regulations are distributed. While some studies have found that higher-income tenants receive a greater
benefit, others have found that lower-income and BIPOC tenants benefit overwhelmingly. Some propose that
targeted rental subsidy programs can be a more effective tool of reaching tenants who are most in need of
support, however, as noted by USC researchers, policies like these are often not politically feasible.

ANTICIPATED RESJ IMPACTS

To consider the anticipated impact of Bill 16-23 on RESJ in the County, OLO recommends the consideration of two
related questions:

e Who are the primary beneficiaries of this bill?

e What racial and social inequities could passage of this bill weaken or strengthen?

For the first question, OLO analyzed the demographics of renters — the constituents who would be most impacted by
rent regulations. Census data summarized in Table 1 suggests that BIPOC constituents could disproportionately benefit
from the Bill. Black and Latinx households are overrepresented among renter households. Native American and Pacific
Islander households are proportionately represented, while White and Asian households are underrepresented.
Further, the median household income of renter households in the County was $72,005 compared to $117,345 for all
households in the County, suggesting that lower-income residents could also primarily benefit from the Bill.3!
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Table 1: Percent of All Households and Renter-Occupied Households by Race and Ethnicity, Montgomery County, MD

Race and ethnicity*? All Households Renter-Occupied
Households
Asian 14.4 12.2
Black 18.0 30.0
Native American 0.3 0.3
Pacific Islander 0.1 0.1
White 55.0 40.5
Latinx 14.3 18.8

Source: Table $2502, 2021 American Community Survey 5-Year Estimates, Census Bureau.

For the second question, OLO considered how this Bill could address racial disparities in housing insecurity. As noted,
Black and Latinx households in the County experience higher levels of housing insecurity, placing them at higher risk of
displacement. The majority of Black and Latinx renter households in the County are cost-burdened, making them more
sensitive to even modest increases in rent. Inflation has caused further financial strain on the budgets of BIPOC and low-
income households.334

Table 2 illustrates examples of potential increases in rent with the limitations established in Bill 16-23. The increases are
calculated based on the maximum rent increase amount (3 percent) established in Bill 16-23. The actual increase

amount could be lower if the residential rent component of the CPI-U is less than 3 percent.

Table 2: Potential Rent Change with Bill 16-23 Rent Regulations

. Total rent with regulation

If rentis... .

(3 percent increase)
$1,000 $1,030 (+S30)
$1,250 $1,287.50 (+537.50)
$1,500 $1,545 (+545)
$1,750 $1,802.50 (+552.50)
$2,000 $2,060 (+S60)

As noted, there is strong evidence that rent regulations are effective in improving housing affordability and stability for
BIPOC tenants. Disadvantages attributed to rent regulations that could contribute to racial inequities in housing are
supported by more mixed research findings. Table A in the Appendix outlines potential negative consequences of rent
regulations and provisions of Bill 16-23 that could mitigate them.

Taken together, OLO anticipates Bill 16-23 will have a positive impact on RESJ in the County. Local data suggests Black
and Latinx tenants would disproportionately benefit from rent regulations. Further, there is strong evidence from
research that rent regulations are effective in improving housing affordability and stability for BIPOC tenants. The
benefit of housing stability to BIPOC tenants will likely encourage positive outcomes across multiple areas of well-being.
As such, OLO assesses the benefits of rent regulations exceed the potential negative consequences relative to RESJ.
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If enacted, Bill 16-23 would establish a permanent rent regulation that allows for modest annual rent increases (refer to
Table 2). The Bill would also generate revenue through the tax on vacant units, which could be used for the acquisition
of affordable housing and administration of the rent regulation program. Further, the Bill contains several provisions
aimed at preventing tenant displacement. Considering these factors and their systemic nature, OLO anticipates the
positive RESJ impact will be moderate to large.

RECOMMENDED AMENDMENTS

The Racial Equity and Social Justice Act requires OLO to consider whether recommended amendments to bills aimed at
narrowing racial and social inequities are warranted in developing RESJ impact statements.** OLO anticipates Bill 16-23
will have a positive impact on RESJ in the County. As such, OLO does not offer recommended amendments. However,
should the Council seek to improve the RESJ impact of this Bill, the following item can be considered:

e Establish systems for proactive administration and enforcement of Bill 16-23. As explained by researchers at
the Urban Institute, “[d]ecisions about who will govern, administer, and enforce rent control can mitigate or
compound existing unequal tenant-landlord power dynamics.”3® To improve equitable tenant outcomes, the
rent regulation program could be structured to avoid putting the onus of enforcement on tenants through
complaints, and instead establish a reporting and monitoring system that facilitates proactive enforcement. The
rental property registry in San Jose, California that tracks controlled apartments, tenancy, and allowable
increases through an online portal could be a model for the County to consider.?”

CAVEATS

Two caveats to this racial equity and social justice impact statement should be noted. First, predicting the impact of
legislation on racial equity and social justice is a challenging analytical endeavor due to data limitations, uncertainty, and
other factors. Second, this RESJ impact statement is intended to inform the legislative process rather than determine
whether the Council should enact legislation. Thus, any conclusion made in this statement does not represent OLO's
endorsement of, or objection to, the bill under consideration.

CONTRIBUTIONS

OLO staffer Janmarie Pefia, Performance Management and Data Analyst, drafted this RES) impact statement.
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APPENDIX

Table A: Bill 16-23 Provisions to Mitigate Negative Consequences

Potential Negative Provisions that Could Mitigate
Consequence
Undermine financial e Accessory dwelling units and owner-occupied buildings with up to two dwelling
stability of smaller units exempt
landlords e Landlord allowed to bank forgone revenue when CPI is above 3 percent for future
rent increases in years when CPl is below 3 percent
e Landlord allowed to petition for fair return rent increase to cover operating
expenses
Decrease in rental e Newly constructed rental units exempt for 10 years
units e Units vacant for more than 12 calendar months subject to excise tax
Displace tenants e Market rent can be charged for previously owner-occupied unit upon vacancy only if
unit was occupied by owner for at least 24 consecutive months
e Limitations on rent amount charged to new tenant following vacancy
e Landlord prohibited from increasing rent for new tenant if former tenant’s lease
was terminated for reasons not provided for in the lease or during the first year of
tenancy
Decrease building e Llandlord allowed to petition for fair return rent increase to cover costs of capital
maintenance and improvements and maintenance, among other operating expenses
quality e Landlord not allowed to petition for fair return rent increase if property is
designated “troubled” or “at risk” or if it has not passed rental housing inspection
within one year of application

! Definition of racial equity and social justice adopted from “Applying a Racial Equity Lens into Federal Nutrition Programs” by
Marlysa Gamblin, et.al. Bread for the World, and from Racial Equity Tools. https://www.racialequitytools.org/glossary

2 |bid

3 Edward G. Goetz, et. al., Minneapolis Rent Stabilization Study, University of Minnesota Center for Urban and Regional Affairs, 2021.
https://www.cura.umn.edu/sites/cura.umn.edu/files/2021-08/Minneapolis-Rent-Stabilization-Study-web.pdf

4 1bid

5 “Councilmember Will Jawando, Councilmember Kristin Mink, and County Executive Marc Elrich Spearhead the Housing
Opportunity, Mobility and Equity (HOME) Act,” Press Release, Montgomery County Council, March 2, 2023.
https://www2.montgomerycountymd.gov/mcgportalapps/Press Detail.aspx?ltem [D=42957&Dept=1

6 Introduction Staff Report for Bill 16-23, Montgomery County Council, March 7, 2023.
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/col/2023/20230307/20230307 1B.pdf

7 RESJIS for Bill 30-21, Office of Legislative Oversight, September 9, 2021.
https://www.montgomerycountymd.gov/OLO/Resources/Files/resjis/2021/Bill30-21RESJ.pdf

8 Demographic Profile of Council Districts, Research and Strategic Projects, Montgomery Planning, 2022.
https://montgomeryplanning.org/wp-content/uploads/2022/05/Montgomery-County-Council-District-Profiles-2022-1.pdf
9 Richard Rothstein, The Color of Law: A Forgotten History of How Government Segregated America, 2017

10 1bid

11 “Briefing on Mapping Segregation Project,” Montgomery County Department of Planning, November 23, 2022.
https://montgomeryplanningboard.org/wp-content/uploads/2022/11/Mapping-Segregation-Staff-Report 12-1-22.pdf

12 Kilolo Kijakazi, et. al, “The Color of Wealth in the Nation’s Capital,” The Urban Institute, November 1, 2016.
https://www.urban.org/research/publication/color-wealth-nations-capital

Office of Legislative Oversight 8 March 27, 2023
(102)


https://www.racialequitytools.org/glossary
https://www.cura.umn.edu/sites/cura.umn.edu/files/2021-08/Minneapolis-Rent-Stabilization-Study-web.pdf
https://www2.montgomerycountymd.gov/mcgportalapps/Press_Detail.aspx?Item_ID=42957&Dept=1
https://www.montgomerycountymd.gov/council/Resources/Files/agenda/col/2023/20230307/20230307_1B.pdf
https://www.montgomerycountymd.gov/OLO/Resources/Files/resjis/2021/Bill30-21RESJ.pdf
https://montgomeryplanning.org/wp-content/uploads/2022/05/Montgomery-County-Council-District-Profiles-2022-1.pdf
https://montgomeryplanningboard.org/wp-content/uploads/2022/11/Mapping-Segregation-Staff-Report_12-1-22.pdf
https://www.urban.org/research/publication/color-wealth-nations-capital

RESJ Impact Statement

Bill 16-23

13 “DAC Historical Research Notes & Timeline”, Montgomery Planning, Accessed July 21, 2022. https://montgomeryplanning.org/wp-
content/uploads/2020/02/Historical-Overview-and-Development-Patterns-Staff-Research-Paper.pdf
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Climate Assessment

Office of Legislative Oversight

Bill 16-23: Landlord — Tenant Relations — Rent Stabilization

SUMMARY

The Office of Legislative Oversight (OLO) anticipates Bill 16-23 could have a positive impact on community
resilience in the County, as housing stability is an important component of resilience. However, as enhanced
community resilience would be a co-benefit of increased housing stability, the significance of this impact is
indeterminate.

BACKGROUND AND PURPOSE OF BILL 16-23

Rent regulation policies generally establish how much landlords can increase rents each year. Across the U.S.,
two states and nearly 200 municipalities regulate their rental market.! As explained in the “Minneapolis Rent
Stabilization Study”:

“The details and implementation of rent regulations vary based on jurisdictional goals. Broadly, these
goals include protecting tenants from excessive rent increases, alleviating the affordable housing crisis,
preserving existing affordable housing, providing housing habitability and security of tenure for
renters, maintaining economic and racial diversity, and preventing real estate speculation.”?

The intent of Bill 16-23, the Housing Opportunity, Mobility, and Equity (HOME) Act, according to its sponsors,
is to help “keep renters in their homes by preventing rent gouging, reducing displacement, and creating cost
predictability for renters and landlords.”? If enacted, Bill 16-23 would:*

e Establish an annual maximum rent increase for rental housing. The maximum rent increase would be
up to 3 percent or the rental component of the Consumer Price Index (CPI), whichever is lower. The
increase could only occur once within a 12-month period with the landlord providing at least a 90-day
notice before increasing the rent.

e Provide exemptions for certain buildings from rent stabilization requirements, including newly
constructed units for ten years, accessory dwelling units, certain owner-occupied properties, certain
moderately priced dwelling units in buildings, health facilities, religious and non-profit organizations,
and licensed facilities.
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e Permit a landlord to submit a petition for a rent increase to obtain a fair return. If a petition is

granted, the landlord would have to provide the tenant a 90-day notice before increasing the rent. If a
petition is denied, the landlord would have the right to appeal the decision to the Commission on
Landlord-Tenant Affairs.

e Establish an excise tax for vacant rental units. An owner of rental property with two or more units and
determined as vacant for more than 12 months would be subject to an excise tax of $500 per year per
unit subject to interest and penalties. Funds collected through the tax could be used only for the
acquisition of affordable housing and the administration of the Bill. The tax would take effect one year
after the Bill is enacted.

e Limit on rent increases for vacant units. If a vacant unit returns to the market for rent, the new rental
amount may include the allowable annual rent increase for each year the unit was vacant but cannot
exceed 30 percent of the base rent amount paid by the prior tenant. However, the landlord may not
reset the rent for the next tenant in an amount higher than the base rent paid by the previous tenant if
a tenancy is terminated “for a reason not provided for in the lease or during the first year of a
tenancy.”

Bill 16-23 contains several other provisions, including, among others, reporting requirements and rent
increase banking allowances for landlords, and administrative requirements for the Department of Housing

and Community Affairs (DHCA). The Bill would be enforced by DHCA.

Bill 16-23, Landlord-Tenant Relations — Rent Stabilization, was introduced by the Council on March 7, 2023.

METHODOLOGIES, ASSUMPTIONS, AND UNCERTAINTIES

Methodology. OLO conducted a literature review of rent stabilization and its impacts on community
stabilization and resilience, including its effects on housing stability and maintenance. OLO also spoke with
County Staff with expertise on housing and rent stabilization policies.

Assumptions. The actions proposed by this Bill will increase housing stability for constituents, therefore
positively impacting community resilience.

Uncertainties. There are a few uncertainties associated with the analysis of Bill 16-23: (1) Whether housing
stability will be increased by the actions proposed by the Bill and; (2) if landlords will be incentivized to invest
in capital improvements and maintenance for the physical resilience of buildings.
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HOUSING STABILIZATION CAN ENHANCE COMMUNITY RESILIENCE

Rent stabilization policies establish a maximum yearly rent increase, which is usually a small percentage of the
previous year’s rent. This allows for predictability and stability for renters, as they know what rent increases to
expect from year to year.> Rent stabilization can lead to increased housing stability for renters, which is an
important component of community resilience.® Housing stability is associated with physical, social, and
psychological well-being for individuals, as well as enhanced social cohesion and community ties.” Enhanced
social cohesion and community ties enable residents to stay better connected, especially during extreme
weather and other emergencies.®

While there are mixed findings in the literature about rent stabilization’s impacts on the housing market and
development of new housing units, there is widespread agreement that rent stabilization increases housing
stability for tenants who live in regulated units.’ Additionally, little empirical evidence shows that rent
regulation policies negatively impact new construction. Construction rates are highly dependent on localized
economic cycles and credit markets. Further, most jurisdictions with rent stabilization specifically exclude new
construction from controls for a set period of time to incentivize new development.*?

Impact of Rent Stabilization on Maintenance and Capital Improvements. There is mixed evidence on the
impacts of rent stabilization on maintenance and capital improvements.!! However, one study notes that
maintaining units is an issue in all long-term rental contracts where the owner is responsible for maintenance,
regardless of whether the unit is subject to rent regulations.'> However, maintenance issues in units can be
abated by programs included in rent regulation policies, such as “fair returns” for landlords to increase rent to
cover costs for maintenance and significant capital improvement projects. Upgrades to energy efficient
appliances, weatherization (l.e., insulation, ventilation), and electrification of buildings are essential to
enhance the physical resilience of buildings and help keep energy costs down for renters.*3

Displacement during disasters. Another potential benefit of rent stabilization is aiding renters who are
displaced after natural disasters or other extreme weather events. In general, adequate protections do not
exist for renters who are displaced after their housing is destroyed by a natural disaster. Renters must seek
new housing, which is often much more expensive on top of the out of pocket costs associated with recovery
from a disaster. As extreme weather events are more likely to occur due to climate change, it is important to
protect renters from increased rent prices after a disaster.* Further, renters with lower rent burdens have
more financial resources not devoted to housing costs and are therefore more resilient and better able to
absorb costs related to extreme weather events.'®

Montgomery County Renters. After the moratorium on rent increases during COVID-19 ended in May 2022,
many constituents reported significant rent increases.® In the County, 51.4% of all renter households are cost-
burdened households?!’, which puts these households not only at risk of eviction but can force them to choose
between necessities like food and utilities, in order to pay rent and remain housed.*® Cost-burdened
households are the most common form of housing instability and these households generally do not have
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sufficient resources to dedicate to necessities besides housing, such as food, childcare, education,

transportation and healthcare.?®

ANTICIPATED IMPACTS

Overall, housing stabilization legislation can lead to an increase in housing stability, which could positively
impact community resilience. There are varied approaches to rent stabilization legislature, with some
components contributing to more housing stability than others. Actions proposed by Bill 16-23 are listed
below, with an explanation on how it could impact housing stability, based on a literature review on rent
stabilization policies.

e Rent Cap of 3% or Voluntary Rent Guidelines (VRG) Cap — In general, literature suggests the lower the
cap, the more affordable a unit is for tenants. Affordable housing increases housing stability for
renters, especially low-income renters.?° Bill 16-23 proposes a rent cap of 3% or the VRG, whichever
rate is smaller.?! This is considered a lower cap, which could provide more affordable housing options.

e Petition for Fair Return - When a landlord is able to prove they meet the criteria for not receiving a fair
return on their investment, they can be granted rent increases above the allowable yearly increase.
Reasons to be granted an additional increase include covering costs for maintenance and capital
improvements to property, which could encourage landlords to invest in their buildings’ physical
resilience.?? Bill 16-23 provides this option.

e Limit on rent increase for vacant units — When there is no regulation on increasing rent for vacant
units, this creates an incentive for landlords to displace current tenants, raise the rent to market rate,
and select new tenants that are willing to pay that rate.?3 This can lead to a decrease in housing
stability. To combat this, Bill 16-23 has a limit on rent increase for vacant units, specifically 30% above
rent charged when unit was occupied. However, the landlord may not reset if a tenancy is terminated
“for a reason not provided for in the lease or during the first year of a tenancy.”

e Vacancy Tax - A further proposed measure by Bill 16-23 is a vacancy tax that charges landlords $500
per year for units that remain vacant for more than 12 months. The funds collected through the tax
would be credited to the County’s Housing Production Fund and can only be used for the acquisition of
affordable housing and the enforcement and administration of the HOME Act. This tax could aid
housing stability by incentivizing finding a tenant, rather than holding out for higher rent. In addition,
tax revenue can go towards affordable housing programs.

e Exemptions on New Buildings — It is common in rent regulation policies to exempt new buildings for a
certain period time. The purpose is to minimize the impact of regulations on new construction and
balance the encouragement of new development while preventing excessive rent hikes. Bill 16-23
proposes a 10-year exemption for new construction.?*
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However, there is no mention of reducing condominium conversions, which takes housing units out of the

rental stock. There is precedent for a significant number of rental units to be turned into condominiums, when
rent stabilization legislation passes without regulations on these conversions.?> Some examples of
disincentivizing this action include: (1) Requiring a certain number of years advance notice for tenants that
their unit will be converted; (2) Requiring the owner to help tenants find new housing; and (3) Paying a
severance fee.?®

Overall, OLO anticipates Bill 16-23 could have a positive impact on community resilience in the County, as
housing stability is an important component of community resilience. However, as enhanced community
resilience would likely be a co-benefit of increased housing stability, the significance of this impact is
indeterminate.

RECOMMENDED AMENDMENTS

The Climate Assessment Act requires OLO to offer recommendations, such as amendments or other measures
to mitigate any anticipated negative climate impacts.?” OLO does not offer recommendations or amendments
as Bill 16-23 could have a positive impact on the County’s community resilience.

CAVEATS

OLO notes two caveats to this climate assessment. First, predicting the impacts of legislation upon climate
change is a challenging analytical endeavor due to data limitations, uncertainty, and the broad, global nature
of climate change. Second, the analysis performed here is intended to inform the legislative process, not
determine whether the Council should enact legislation. Thus, any conclusion made in this statement does not
represent OLO’s endorsement of, or objection to, the bill under consideration.

PURPOSE OF CLIMATE ASSESSMENTS

The purpose of the Climate Assessments is to evaluate the anticipated impact of legislation on the County’s
contribution to addressing climate change. These climate assessments will provide Council with a more
thorough understanding of the potential climate impacts and implications of proposed legislation, at the
County level. The scope of the Climate Assessments is limited to the County’s contribution to addressing
climate change, specifically upon the County’s contribution to greenhouse gas emissions and how actions
suggested by legislation could help improve the County’s adaptative capacity to climate change, and
therefore, increase community resilience.

While co-benefits such as health and cost savings may be discussed, the focus is on how proposed County bills
may impact GHG emissions and community resilience.
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March 27,2023

To: The Honorable Evan Glass
President, Montgomery County Council
Stella B. Werner Council Office Building
100 Maryland Avenue, Room 501
Rockville, Maryland 20850

From: Montgomery County Planning Board

Subject: Bill 15-23 - Landlord-Tenant Relations - Anti-Rent Gouging Protections
Bill 16-23 - Landlord-Tenant Relations - Rent Stabilization (The H.O.M.E. Act)

BOARD RECOMMENDATION

The Montgomery County Planning Board of the Maryland-National Capital Park and Planning
Commission met on March 23, 2023 and reviewed both Bill 15-23 - Landlord-Tenant Relations - Anti-Rent
Gouging Protections and Bill 16-23 - Landlord-Tenant Relations - Rent Stabilization (The H.O.M.E. Act).

The Planning Board offers the following direct comments for the County Council to consider as it
deliberates on Bill 15-23 and Bill 16-23.

In 2020, the Office of Legislative Oversight (OLO) compiled research and completed analysis for an
economic impact statement on Bill 52-20 - Landlord-Tenant Relations - Protection Against Rent Gouging
Near Transit,! which would establish a rent stabilization regime to regulate rents in almost all rental units
within one mile of rail transit stations, and withing %2 mile of bus rapid transit stations in Montgomery
County. OLO expected Bill 52-20 to have negative economic impact overall. The analysis noted the following
findings from economics literature:

e Rent stabilization laws lead to supply-side pressures, both in terms of quantity and quality of
supply. Such laws increase the number of condominium conversions, may reduce the number of
new units constructed, and can lead to disinvestment by landlords.

e Economists generally conclude that rent control and stabilization laws generally do a poor job of
targeting those with the greatest need and often the benefits are inefficiently or inequitably
targeted.

! Sesker, Jacob. “Bill 52-20 Landlord-Tenant Relations - Protection Against Rent Gouging Near Transit Economic
Impact Statement.” Office of Legislative Oversight.
https://www.montgomerycountymd.gov/OLO/Resources/Files/eis/2020/EIS-Bill52-20.pdf
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e Many economists conclude that rent control and stabilization laws provide the largest benefits to
those who do not move and may encourage individuals to remain in units that no longer suit their
needs.

The Planning Board shares concerns about enacting a strict rent stabilization ordinance as noted in
the economic literature, especially given the potential impact on housing production. In November 2021, St.
Paul, Minnesota passed a rent stabilization ordinance that limited rent increases to 3 percent, with no
exemption for new development and no vacancy decontrol. After taking effect, building permits were down
82 percent in St. Paul but were up by 68 percent in the neighboring city of Minneapolis.? Projects in St. Paul
struggled to get financing because the institutions financing the project view the inflexibility of the strict
rent stabilization ordinance as increasing risk. Financing institutions are inherently conservative about how
they evaluate risk, and the rent stabilization ordinance created an environment of hesitancy to invest in the
city. The Planning Board also notes that Thrive Montgomery 2050 encourages the production of more
housing in the county to better match supply with demand and has concerns about the impact a rent
stabilization program would have on future housing production and supply.

The Planning Board also has direct comments related to substance of the two bills and offers the
following recommendations related to the elements in the two bills:

e Rent cap: The Planning Board suggests setting the base cap in the 5-7 percent range, plus the Consumer
Price Index for All Urban Consumers (CPI-U) for the Washington-Arlington-Alexandria Area. In Oregon,
landlords cannot raise the rent more than 7 percent plus inflation, and in California rents are not
allowed to be raised more than 5 percent plus inflation (but never allowed to go above ten percent).
Oregon and California could be potential models for the county’s anti-rent gouging law. The Planning
Board believes this rent cap balances both the need to ensure housing production is not hindered, and
the need to stop the few bad actors that are gouging tenants’ rents to inappropriate levels.

e Limitonincrease for vacant units: The Planning Board recommends there should be no cap on rent
increases for vacant rental units. This allows for property owners to recoup lost revenue and bring the
unit up to existing market conditions after vacancy.

¢ New rental unit exemption: The Planning Board supports a 15-year exemption for new development. It
isimportant to have an adequate new construction exemption policy to ensure that new construction
can recoup costs in the first 15 years.

¢ Small multifamily building exemptions: The Planning Board believes that there should be a different
treatment for small multifamily buildings, which often have higher capital maintenance costs due to the
lack of economies of scale. While the two bills allow landlords to apply for an exemption or a fair return,
the Planning Boards feels it may be appropriate to allow a broader exemption for smaller buildings with
less than 10 units.

o Exemptions for capital improvements/hardship: Both bills offer either the ability to petition for a fair
return or apply for a hardship exemption in cases of undue financial hardship or to fund certain capital

2 Lindeke, Bill. “In first months since passage of St. Paul’s rent control ordinance, housing construction is way down.”
Minnesota Post. March 10, 2022. https://www.minnpost.com/cityscape/2022/03/in-first-months-since-passage-of-st-
pauls-rent-control-ordinance-housing-construction-is-way-down/
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improvements. In these instances, the landlord would be permitted to exceed the allowance. The
Planning Board supports these exemptions.

e Vacancy Excise Tax: The Planning Board does not support a vacancy excise tax. While a vacancy tax
may be helpful to increase the housing supply and funding on the margins, it is not a substitute for
building new housing. In 2022, the county’s vacancy rate was around 5 percent, which signals that the
county has more of a housing supply problem than a “too many vacant units” problem.

o Single-family homes owned by corporations: The Board wants to note for the Council the issue of
single-family homes owned by corporations. It may be in the interest of the Council to discuss whether
those types of units should be included in the ordinance.

The Planning Board also has one proposed technical edit to the exemptions listed in Bill 16-23. On
lines 56-60, the exemption related to Moderately Priced Dwelling Units should be broader to include DHCA
equivalent affordable units and Workforce Housing units. Please see page 11 of Planning’s Staff Report in
the Planning Staff Report Package Attachment for recommended language.

When an affordable unit produced under another federal, state or local affordable housing program
is designated as an MPDU, the income limits and other requirements of that particular housing program
apply during the compliance period for that program rather than the requirements set for the MPDU
program. Adding the words “DHCA equivalent affordable unit” ensures that this DHCA equivalent affordable
unit under another program is allowed to take advantage of the provision. Also, MPDUs usually set a
maximum rental price of 70 percent of AMI, whereas Workforce Housing Units (WFHU) allow a maximum of
120 percent of AMI. Given the affordability maximum of the WFHU program is 120 percent of AMI, the
Planning Board believes it appropriate to call out the Workforce Housing Unit program in the text of Bill 16-
23 and not just MPDUs.

The Planning Board appreciates the opportunity to review Bills 15-23 and 16-23. The Board hopes
the Council takes into consideration the enclosed recommendations on the various elements in both bills.
The Council is encouraged to work collaboratively with the Planning Board to continue to address the
affordable housing crisis through various strategies and tools.

CERTIFICATION

This is to certify that the attached reportis a true and correct copy of the technical staff report, and the foregoing
is the recommendation adopted by the Montgomery County Planning Board of The Maryland-National Capital
Park and Planning Commission, at its regular meeting held in Wheaton, Maryland on Thursday, March 23, 2023.

Jeff Zyontz
Chair

Attachment A: Planning Staff Report Package
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™ Montgomery Planning

BILL 16-23: LANDLORD-TENANT RELATIONS -
RENT STABILIZATION (THE H.O.M.E. ACT)

Description

Bill 16-23 would generally prohibit a landlord of a rental dwelling unit from increasing a tenant’s rent
more than the maximum allowed. Under Bill 16-23, the maximum allowance for a rent increase is up
to 3 percent or the rental component of the Consumer Price Index (CPI), whichever is lower.

Montgomeryplanning.org




mg Lisa Govoni, Housing Planner IV, Countywide Planning and Policy Division,
lisa.govoni@montgomeryplanning.org, (301) 650-5624

(_,(S Jason Sartori, Chief, Countywide Planning and Policy Division,
Jason.Sartori@MontgomeryPlanning.org, (301) 495-2172

SUMMARY

+  Bill 16-23 would:
o Establish an annual maximum rent increase for rental housing in the County
Provide exemptions for certain buildings from rent stabilization requirements
Permit a landlord to submit a petition for a fair rent increase
Establish an excise tax for vacant rental units
Specify the use of certain tax revenues for the acquisition of affordable housing; and
Generally amend County law concerning rent increase, landlord-tenant relations, and
taxation.
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BILL 16-23: LANDLORD-TENANT RELATIONS - RENT STABILIZATION

(THE H.O0.M.E. ACT)

BILL 16-23 OVERVIEW

Bill 16-23 (also known as the Housing Opportunity Mobility and Equity, or H.O.M.E. Act) would
generally prohibit a landlord of a rental dwelling unit from increasing a tenant’s rent more than the

maximum allowed. Under Bill 16-23, the maximum allowance for a rent increase is up to 3 percent or
the rental component of the Consumer Price Index (CPI) percentage, whichever is lower. In January
2023, the Consumer Price Index for All Urban Consumers (CPI-U) in Washington-Arlington-Alexandria,
DC-VA-MD-WV area for housing, rent of primary residence increased by 5.8 percent from January 2022
to December 2022 and 6.2 percent from January 2022 to January 2023* The increase may only occur
once within a 12-month period and the landlord must provide at least a 90-day notice before
increasing the rent. Landlords would be required to submit annual reports regarding their rent
amounts to Montgomery County Department of Housing and Community Affairs (DHCA).

BANKING

Alandlord may “bank” any foregone increase. Subject to limitations, a rent increase less than
permitted amount may be banked and applied to a future year.

EXEMPTIONS

Bill 16-23 includes twelve exemptions from rent stabilizations without an application for exemption,
including:

1. Alicensed facility that is used primarily for the diagnosis, cure, mitigation, and treatment of
illnesses

2. Adwelling unit owned or leased by an organization exempt from federal income taxes

pursuant to Section 501(c)(3) of the Internal Revenue Code and used primarily to provide

temporary sanctuary or shelter for qualified individuals

An owner-occupied group home

Areligious facility such as a church, synagogue, parsonage, rectory, convent, and parish home

Group living facilities as defined in Section 59-3.3.2 of the Zoning Ordinance

A dwelling unit governed by a State or county agreement that limits the rent charged and the

agreement remains in effect

7. Moderately priced dwelling units in a building constructed after 2005 that is governed by a 99-

o v kW

year agreement with the County and that are affordable to families at 120 percent, or lower, of
area median income
8. Atransient lodging facility subject to Chapter 54

Lhttps://www.bls.gov/regions/mid-atlantic/news-release/consumerpriceindex_washingtondc.htm
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9. Aschooldormitory

10. Alicensed assisted living facility or nursing home

11. An accessory dwelling unit; and

12. Abuilding originally constructed to contain only two dwelling units, one of which the owner
occupies as a permanent residence.

Under Bill 16-23, landlords can file an application for two additional exemptions that DHCA must
grant:

1. Avrentalfacility that is subject to a regulatory agreement with a governmental agency that
controls the rent levels of one or more rental dwelling units so that they are available only to
low- and moderate-income tenants

2. Anewly constructed rental dwelling unit for a period of 10 years after it is first offered for rent.

FAIRRETURN PETITIONS

Alandlord has a right to petition for a rent increase to obtain a fair return, if the landlord proposes the
rent increase should be more than allowed as proposed in Bill 16-23.

The landlord has the burden of proof and must submit a petition that includes income and expense
information for DHCA to review and determine whether a fair return is permitted. If the petition is
granted, the landlord must provide the tenant a 90-day notice before increasing the rent, if a petition
is denied, the landlord has the right to appeal to the Commission on Landlord-Tenant Affairs. DHCA
also has the authority to “roll back” a rent increase if a fair return petition was submitted in bad faith.

RENT INCREASES FOLLOWING VACANCY

Rent increases are allowed for vacant rental units that return to the market equal to the allowable
annual rent increase for each year the unit was vacant, but not to exceed 30 percent of the base rent
amount paid by the prior tenant.

If a landlord terminates tenancy for a reason not provided for in the lease, the landlord may not reset
the rent for the next tenant in an amount higher than the base rent paid by the prior tenant.

RENTAL HOUSING VACANCY TAX

Bill 16-23 also establishes a rental housing vacancy excise tax. A property owner with two or more
units, not condemned, and determined by DHCA as vacant for more than 12 calendar months would
be subject to the excise tax.

The rental housing vacancy tax is $500 per year per unit subject to interest and penalties. Funds
collected through the tax would be deposited and credited to the County’s Housing Production Fund -
the Housing Initiative Fund (HIF) - and can only be used for the acquisition of affordable housing and
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enforcement and administration of this Bill. The tax would take effect one year after Bill 16-23
becomes law.

PREVIOUS LEGISLATION

Montgomery County (excluding the municipality of Takoma Park) does not have rent control or rent
stabilization. The County Executive publishes the Voluntary Rent Guidelines (VRG), which provide

recommended percentages for rent increases, based on the housing component of the Consumer
Price Index for All Urban Consumers (CPI-U) for the local Washington-Arlington-Alexandria area.

While Montgomery County has no rent stabilization or rent control policy currently, the issue has been
studied and discussed frequently over the past few years. During the COVID-19 emergency legislation
was enacted to address rent increases during the span of the pandemic.

o Expedited Bill 18-20 - Landlord-Tenant Relations - Rent Stabilization During Emergencies was
introduced on April 14,2020 and enacted by the Council on April 24, 2020. The law prohibited
a landlord from increasing rent during a catastrophic emergency (i.e., the COVID-19
emergency declared by Governor Hogan) or providing notice of a rent increase above the
Voluntary Rent Guidelines until 30 days after the emergency expires. Under this Act, the

temporary rent stabilization law was sunset on November 15,2021, 121 days after the
Governor declared the emergency had expired.

e Bill 52-20 - Protections Against Rent Gouging Near Transit was introduced on December 8,

2020. The bill had a public hearing but is still pending with no work session scheduled in the
immediate future. The bill aimed to set standards regarding rents charged within 1 mile of rail
transit stations, and within %2 mile of bus rapid transit stations. Rents within these areas
would be required to comply with Voluntary Rent Guidelines published by the Department of
Housing and Community Affairs (DHCA) under Chapter 29. In its comments on the bill to the
Council, the previous Planning Board noted they strongly disapproved of the bill due to the
potential impact on housing supply (Attachment 2).

e Expedited Bill 30-21, Landlord-Tennant Relations - Restrictions Following Emergencies-
Extended Limitations was introduced on July 13, 2021. Bill 30-21 was enacted by the Council
on November 9, 2021, to extend the limitation for a rent increase that was already provided for
in Expedited Bill 18-20. The law continued the limitation on rent increases and extended the
timeframe from 90 days to 1 year after the expiration of the emergency, which would extend
until May 15, 2022. In addition, it prohibited landlords from charging late fees that accrued
during the emergency. The rent increase restriction following the COVID-19 emergency is now

expired and is no longer in effect.

e Expedited Bill 22-22, Landlord-Tenant Relations - Limitations on Rent Increases was
introduced on July 12, 2022. Expedited Bill 22-22 sought to temporarily limit rent increases to
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no more than 4.4 percent for up to six months. This bill had a committee work session on
October 24,2022 but received no vote. Instead, the Council added a project to the Office of
Legislative Oversight’s work program to study rent regulations.

e Bill 15-23, Landlord-Tenant Relations - Anti-Rent Gouging Protections was introduced on March

7, 2023. The bill aims to prevent rent-gouging in the county. In general, annual increases in
excess of the sum of the local annual CPI-U plus eight percent would be prohibited.

REGIONAL COMPARISON

See below for a comparison of regional rent regulations.

Bill 15-23

Bill 16-23

Prince
George’s?
Takoma Park

Mount Rainer

Maximum Rent
Increase

8% plus local
annual CPI-U.

3% or rental
component of local
annual CPI,
whichever is lower.

3%

Percentage

increase in the CPI
from March in the
preceding year to

March in the current

year.

60% of CPI

2 Sunsets after one year.

Limit on Increase
for Vacant Units

None.

Yes. Up to 30%
above rent charged
when unit was
occupied.

None.

Yes. The rent for
vacant rental units
may be increased
up to the banked
rent and the annual
rent stabilization
allowance.

Yes. 60% of the CPI
multiplied by the

rent that could have

been charged had
the unit been
occupied in the
preceding year.

New Rental Units Small Building

Exemption

15 years

10 years

5years

5years

15 years

Exemptions

Single family
homes and
buildings with
two units, one of
which is owner
occupied.

Buildings with
two units, one of
which is owner
occupied.

None.

Single family
homes and
buildings with 2
units, one of
which is owner
occupied.

2 or fewer units.
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Washington.DC | 2% with annual CPI- ' Yes. Up to 30% Units built after Persons who own
aboverentcharged  1975are exempt. 4 orfewer rental
when unit was units.

occupied.

BILL 16-23 ANALYSIS

ABOUT RENT REGULATIONS

As summarized in the Montgomery County Preservation of Affordable Housing Study, rent regulations

refer to a broad suite of policies, often referred to under the umbrella terms "rent control” or “rent
stabilization.” These rent regulations aim to limit the rents that private landlords may charge tenants.
There is significant variation in program design related to the applicable properties, the level of
oversight in rent setting, and the permitted level of rent increase. The effectiveness of rent regulation
is the subject of significant debate among economists and housing practitioners, with proponents
focusing on resident stability and skeptics asserting that negative consequences on housing
production and other adverse effects outweigh any benefits.

An effective rent regulation is one that limits the ability of property owners to increase the rent on an
existing property beyond what is necessary to maintain the property and without disincentivizing
investment in existing properties or discouraging development of new housing. Balancing the limits
on increasing rents with the need for private investment in housing is the central tension of rent
regulation policies.

Anti-rent-gouging laws are a subset of rent regulations, where anti-gouging laws aim to prevent
excessive rent increases, which are often at an unconscionable price for the tenant. Anti-rent gouging
laws often set the rent cap at a rate well above the rate of inflation, often with a constant percentage
on top of the rate of inflation. These laws attempt to stop the bad actors that attempt to raise the
rents too high, but generally allow rent increases that exceed the market’s typical rent growth.

The Montgomery County Preservation of Affordable Housing Study laid out five key considerations

that any rent regulation policy will need to balance:

1. Market Strength: The strength of the existing multifamily rental market will determine
whether rent stabilization may be viable. This can be determined through three indicators:
net absorption—the number of new units that are being rented out annually; new
multifamily starts—the number of new projects beginning annually; and stabilized
property resale volume—the velocity of existing property sales. If the market is weak with
low growth, such a policy may do more harm than good.

2. Properties Covered: Targeting is vital for a successful rent stabilization policy. If rent
stabilization policies include new construction, they often stymie new development.

Bill 16-23, Landlord-Tenant Relations - Rent Stabilization (The H.O.M.E. Act) 7
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Instead, rent stabilization should target properties with the highest rates of rent increase,
often older and smaller properties.

3. Rent Increase Cap: The rent increase cap must be set to an amount that targets potential
rent gouging without reducing investment. In Oregon and California, these caps were set
atinflation plus 7 and 5 percent, respectively, far exceeding any regular rent increase or
the pace of inflation. The appropriate cap should be set based on the strength of
Montgomery County’s multifamily real estate market to ensure continued investment.

4, Property Investment Exemptions: A common drawback to rent stabilization is that it
disincentivizes owners to properly upkeep their properties and make larger capital
expenditures as required. Montgomery County needs to ensure that the cap allows for
these investments to be recouped and incentivizes maintenance of safe and habitable
apartments, and that the County continues to require a minimum level of upkeep through
enforcement of building codes.

5. Market Expectations: Real estate markets are sensitive to market expectations—if there
is a perception that rents will be further regulated or that regulations are temporary,
landlords will adjust their actions accordingly. Any proposed rent regulations should be
enacted swiftly, and property owners should be given confidence that the rules will
remain consistent in the short-term.

In Planning staff’s opinion, Bill 16-23 as currently written does not appropriately balance the
considerations highlighted above. While staff is sympathetic to the plight of renters that have
experienced excessive rent increases, a maximum cap of 3 percent is not excessive and could have
detrimental impacts on the housing market. Staff recommends amendments to the bill in an attempt
to better balance the need for tenant protections and ensuring there is investment in the local
housing market.

RENT ANALYSIS

Bill 16-23 sets the maximum allowance for a rent increase is up to three percent or the rental
component of the Consumer Price Index (CPI) percentage, whichever is lower. To determine the
appropriateness of the proposed cap, Planning staff evaluated market rents and year over year rent
growth (rent growth is the year over year change in the rent charged) with CoStar® data. The following
chart shows average rent growth in the county, plotted against both the average asking rent and the
average effective rent. Effective rent being the rent charged after concessions are taken out.
Concessions could include a free month’s rent or reduced rent.

On average, the county has experienced average rent growth of 2.1 percent per year since 2012. There
are two notable outliers to this trend. In 2020, the county experienced declining rent growth in the
wake of the pandemic, where the average rent in the county declined by nearly 2 percent. In 2021,

® The market rents reported by CoStar represent current asking rents of available rents. This data does not
include in-place or renewal rents.
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however, there was a huge rebound - the county recorded its highest rent growth on record at an
average of 9 percent rent growth. By 2022, the strong rent growth experienced in 2021 subsided, and
rent growth largely moved back in line with past trends at 2.4 percent. While it is too early to glean any
trends for 2023 data, rent growth appears to be in line with 2022 trends through March, where average
rent growth has returned to pre-pandemic levels.

Market Rent Per Unit & Y/Y Rent Growth
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Source: CoStar

Staff also considered rent growth adjusted for inflation. While the reality is that many renters did not
have incomes that rose as fast as the rate of inflation, we are operating in a high inflationary market
where property owners are experiencing rising costs too. After adjusting for inflation, rent growth in
the county has been very modest. Since 2012, after adjusting for inflation (CoStar uses the CPI-U), rent

growth, on average has been -0.5 percent. This means that rent growth in the county has generally not
kept up with the rate of inflation.
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Market Rent Per Unit & Y/Y Rent Growth -

Inflation Adjusted

_$2,200

o 9% S

czoc $2,100 % 5

a $2,000 G

m 5% "E

o $1,900 2.1% Y.

(g 0 o 0.8% 1.0% 3%

£ $1,800 0.4% 0.4% 0.2% I 1% S

+ — — | - - — — c

g $1,700 N 1% £

@ -0.5% -0.3% S

g $1,600 -1.3% 3% 9
(%}

g $1,500 -3.0% nay % =

-4.47/0
< 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 <
Year
I Rent Growth Y/Y Asking Rent Per Unit Effective Rent Per Unit
RENT CAP

Bill 16-23 sets the maximum allowance for a rent increase to three percent or the rental component of
the Consumer Price Index (CPI) percentage, whichever is lower. Planning staff feels that the proposed
maximum allowance for rent increases is too low. At the very minimum, rent regulations should cover
inflation without having to petition the county for a fair return. To ensure timely upkeep of properties,
inflation should be automatically included in the rent cap to cover rising costs. On top of covering
inflation in setting the maximum allowance for a rent increase, a fixed percentage of an allowable
increase should be included. Staff recommends setting the fixed share in the 5-7 percent range, in
addition to the variable CPl component.

Staff supports using the broader CPI-U instead of the rental component of the CPI. CPI-U captures
a broader range of price increases, is more reflective of what consumers are experiencing, and
reflective of the cost increases that a landlord experiences in terms of labor, supplies, materials, etc.

As seen in the analysis section, if the rent growth is low in the county already, why do we need to set
the cap higher? A rent cap so low that it may not even cover the cost of inflation will almost certainly
cause a reduction in housing production. Rent stabilization policies as proposed in Bill 16-23 treat a
symptom of a housing supply shortage - rising rents - but not the source of the problem, which is an
inadequate supply of housing. As proposed, Bill 16-23 will inhibit our ability to increase our housing
supply. A cap that’s too low will also make financing projects more difficult, in an era where interest
rates, construction costs and labor costs are rising, making it already hard for projects to pencil out.
Planning staff believes it is important to provide flexibility when creating rent regulations to ensure
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capital costs are covered and to ensure predictability to financing institutions who fund these housing
projects, which is why staff recommends a higher maximum rent allowance than proposed.

EXEMPTIONS

Staff has some suggested edits to the proposed exemptions.

First, “Moderately priced dwelling units in a building constructed after 2005 that is governed by a 99-

year agreement with the County and that are affordable to families at 120%, or lower, of area median

income” should be modified to read “Moderately priced dwelling units or DHCA equivalent affordable
units and Workforce Housing Units in a building constructed after 2005 that is governed by a 99-year
agreement with the County and that are affordable to families at 120%, or lower, of area median
income.”

When an affordable unit produced under another federal, state or local affordable housing program is
designated as an MPDU, the income limits and other requirements of that particular housing program
apply during the compliance period for that program rather than the requirements set for the MPDU
program. If the compliance period for that program is shorter than the MPDU Control Period (which it
usually is), the MPDU requirements apply for the remainder of the MPDU Control Period, unless the
Director of DHCA determines that the affordability term of the other program is equivalent to the
MPDU requirement. Adding the words “DHCA equivalent affordable unit” ensures that this DHCA
equivalent affordable unit under another program that is placed into the MPDU program is allowed to
take advantage of the provision.

MPDUs usually set a maximum rental price of 70 percent of AMI, whereas Workforce Housing Units
(WFHU) allow a maximum of 120 percent of AMI. Given the affordability maximum of the WFHU
program is 120 percent of AMI, staff believes it appropriate to call out the Workforce Housing Unit
program in the text of the Bill and not just MPDUs.

Second, Bill 16-23 includes two instances where after an application for exemption, DHCA must grant
an exemption:

1. Arental facility that is subject to a regulatory agreement with a governmental agency that
controls the rent levels of one or more rental dwelling units so that they are available only to
low- and moderate-income tenants.

2. Anewly constructed rental dwelling unit for a period of 10 years after it is first offered for rent.

Staff recommends that both rental projects with affordable housing and new development
should be exempted from rent stabilization without an application. Even if the application is
guaranteed, the added process of having the landlord apply seems unnecessary. For affordable
housing projects, it is important to not add additional regulatory burdens that could discourage the
production of affordable housing. Similarly, most affordable housing programs have built in
guidelines for rent increases already, or at least guidelines for the maximum rent that can be charged.
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Both the Housing Opportunities Commission (HOC) and affordable units in the county’s Moderately
Priced Dwelling Unit (MPDU) program generally do not raise rents above the county’s Voluntary Rent
Guidelines. Automatically exempting these units and other affordable units from the regulations helps
ensure that investment in affordable housing is not hindered.

Staff also recommends that that the exemption for new development for 10 years should be
extended to 15 years. This allows projects more assurance that they’ll be able to recoup and cover
costs, especially construction costs. Properties need to pay off construction loans in the first 10-20
years, which often requires a higher rate of return in those first years.

Bill 16-23 allows an exemption for buildings with two units, of which one is owner-occupied. Planning
staff also believes that there should be a consideration for a different treatment for small multifamily
buildings, which often have higher capital maintenance costs due to the lack of economies of scale.
While the bill allows landlords to apply for an exemption due to hardship, it may be appropriate to
allow a broader exemption for smaller buildings with less than 10 units. Planning staff recommends
an exemption for small buildings with less than 10 units.

FAIR RETURNS PETITIONS

In Bill 16-23, A landlord has a right to petition for a rent increase to obtain a fair return, if the landlord
proposes the rent increase should be more than allowed as proposed in Bill 16-23.

The landlord has the burden of proof and must submit a petition that includes income and expense
information for DHCA to review and determine whether a fair return is permitted. If the petition is
granted, the landlord must provide the tenant a 90-day notice before increasing the rent. If the
petition is denied, the landlord has the right to appeal the decision to the Commission on Landlord-
Tenant Affairs. DHCA also has the authority to “roll back” a rent increase if a fair return petition was
submitted in bad faith.

Alandlord must not file a fair return petition for a rent increase if a unit in the property is designated
by the Department as “troubled” or “at risk” under Section 29-22(b). The unit for which the landlord is
requesting the increase must have passed a rental housing inspection within one year of the
application date.

Staff supports the inclusion of a fair returns petition policy as it relates to Bill 16-23. However,
staff worries about the exclusion of “troubled” and “at risk” properties from the ability to file a fair
petition for a rent increase, as those properties are often the ones that need the additional capital to
cover maintenance costs to get the facility up to code. Staff would recommend allowing the
“troubled properties” and “at risk” to apply for a fair petition to increase rent, with the ability
to roll back the petition if the expenses for repairs, services, or maintenance were never
performed.
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While the text of the bill lays out some standards for the property owners to pursue the fair return, if
implemented, staff would like to better understand how the process would play out. Staff worries
about subjectivity of the decision and Planning staff recommends laying out a process that clearly
allows a landlord to receive the fair return if certain conditions or criteria are met.

LIMITATIONS ON RENT INCREASES FOR VACANT UNITS

Rent increases are allowed for vacant returns that return to the market equal to the allowable annual
rent increase for each year the unit was vacant, but not to exceed 30 percent of the base rent amount
paid by the prior tenant.

Staff recommends there should be no cap for rent increase on vacant units. This allows for
property owners to recoup lost revenue and bring the unit up to existing market conditions.

RENTAL HOUSING VACANCY TAX

Bill 16-23 also establishes a rental housing vacancy excise tax. A property owner with two or more
units, not condemned, and determined as vacant for more than 12 calendar months would be subject
to the excise tax.

The rental housing vacancy tax is $500 per year per unit subject to interest and penalties. Funds
collected through the tax would go to the county’s Housing Initiative Fund and could only be used for
the acquisition of affordable housing and enforcement and administration of this bill. The tax would
take effect one year after Bill 16-23 becomes law.

While a vacancy tax may be helpful to increase the housing supply and funding on the margins, it is
not a substitute for building new housing. In 2022, the county’s vacancy rate was around 5 percent,
which signals that the county has more of a housing supply problem than a “too many vacant units”
problem. Staff does not recommend the Planning Board support a rental housing vacancy tax, as
they believe that current market conditions make it unnecessary.
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| CONCLUSION

Staff do not support Bill 16-23 as written and would recommend several amendments to the bill. In
summary, Planning staff:

e Recommend the allowable rent increase be modified to include a fixed percentage (in the 5-7
percent range) in addition to the annual Consumer Price Index rate.

e Believe that both rental projects with affordable housing and new development should be
exempted from rent stabilization without an application.

e Recommend that that the exemption for new development for 10 years be extended to 15
years.

e Recommend allowing “troubled properties” to be eligible for fair returns petitions to increase
rent, with the ability to roll back the petition if the expenses for repairs, services, or
maintenance were never performed.

e Recommend laying out a process that clearly allows a landlord to receive the fair return if
certain conditions are met.

e Do not support the rental housing vacancy tax.

ATTACHMENTS / LINKS

1) Bill16-23
2) Planning Board Memo on Bill 52-20
3) CoStar Rent Analysis
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OCA Suggested revisions or corrections are as follows:

Line 9 - Replace “section” with “article.”

Line 38 — Replace current heading with “Applicability”.

Line 43 — Replace current heading with "Exemptions”.

Line 70 — Replace “Department” with “Director” and delete “an application for”.
Line 82 — Replace “pursuant to” with “under”. This change should be made
globally throughout the draft to conform to the County’s plain language drafting
guidelines.

Line 107 — Replace “when” with “if”.

Line 110 — Replace “when” with “if”.

Line 136 — Delete “by the Department”.

Line 137 - Replace “Department” with “Director”.

Line 158 — Replace “subsection (b)(1)” with “paragraph (1)”.

Lines 161 to 163 — If you have a paragraph (1), then you also need a paragraph
(2). Otherwise, what is now paragraph (1) needs to be added as another sentence
under subsection (b).

Lines 163, 170, and 174 - Replace “Department” with “Director”.

Line 192 — Replace “of” with “before”.

Line 251 — Replace “COLTA” with “the Commi