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CITY OF SANTA BARBARA


ORDINANCE COMMITTEE REPORT
AGENDA DATE:

September 12, 2006

TO:



Ordinance Committee

FROM:


Planning Division, Community Development Department

SUBJECT:

Tenant Displacement Assistance Ordinance
RECOMMENDATION:
That the Ordinance Committee:

A.
Review and forward for introduction and subsequent adoption, An Ordinance of the Council of the City of Santa Barbara Amending Title 28 of the Santa Barbara Municipal Code to Add Chapter 28.89, the Tenant Displacement Assistance Ordinance Concerning Relocation Assistance for Residential Tenants Displaced by Land Use Changes; and 
B.
Initiate amendments to Chapter 28.88, the Condominium Conversion Ordinance, to revise the relocation assistance required under the Condominium Conversion Ordinance so that it is consistent with the relocation assistance proposed for the new Tenant Displacement Assistance Ordinance. 
EXECUTIVE SUMMARY
The concept of creating a Tenant Displacement Assistance Ordinance (TDAO) was originally raised during the 2005 Housing Element Update process in response to a condominium project at 1620 Garden Street.  That project would have resulted in tenant displacement that was not covered by the City’s Condominium Conversion Ordinance because the existing rental units were to be demolished and replaced with new condominium units, rather than being converted into condominium units.  While four recent projects involving the demolition of existing rental units and the construction of new condominium units have provided voluntary tenant assistance, the Zoning Ordinance does not require such assistance.
This issue of tenant displacement due to redevelopment of a site was also recently discussed during the appeal hearing of 85 N. La Cumbre Road.  While further discussions will be had with the Council and Planning Commission relative to rental housing, the importance of implementing a Tenant Displacement Assistance Ordinance sooner rather than later was recognized during this appeal hearing. 
The proposed TDAO will assist those tenants who are displaced from their rental housing as a result of a demolition or other land use change initiated by the property owner.  The assistance that would be required under the proposed ordinance is higher than the assistance provided to tenants under the City’s Condominium Conversion Ordinance which applies only when rental units are converted to condominium units.  Therefore, Staff recommends minor revisions to the City’s Condominium Conversion Ordinance to provide as much consistency as possible between the relocation assistance provisions of the Condominium Conversion Ordinance and the proposed TDAO.
BACKGROUND

The potential provisions of a TDAO were discussed with the Housing Policy Steering Committee (HPSC) in March of 2005, at a public workshop in April of 2005, and at a Planning Commission hearing on August 11, 2005.  The Planning Commission was generally supportive of an ordinance that was simple, offered assistance that was equivalent to that required under the Condominium Conversion Ordinance, and was not as burdensome on the landlords as originally proposed (such as allowing for alternatives to direct monetary payments upon the mutual agreement of the property owner and the tenants).  On April 18, 2006, the Ordinance Committee reviewed and discussed the recommended provisions of a TDAO.  For a full explanation of each provision, please refer to Attachment 2, Council Agenda Report (CAR), April 18, 2006. 
DISCUSSION OF ORDINANCE COMMITTEE REVIEW 
An ordinance has been drafted that incorporates the Ordinance Committee’s input.  Please note that some of the original provision titles described in the April 18, 2006 CAR have been renamed and/or reorganized in the draft ordinance for clarity.  Please refer to Attachment 1, Draft TDAO, September 2006.  The following is a summary of the direction provided by the Ordinance Committee with regard to the recommended provisions.
General Comments:
· The force of an ordinance (vs. a voluntary program) is needed.  

· It is important to focus on the intent of the ordinance while also being mindful of impacts to landlords.

· Both the TDAO and the Condominium Conversion Ordinance should be consistent to the extent possible under State Law.

· Community-wide education about the ordinance will be very important to ensure that applicants and their tenants have been informed about the requirements prior to submitting their application.
· Implementation and enforcement will largely be reliant on voluntary compliance
Specific Comments and/or References to Proposed Draft Ordinance:
Provision 1: Eligible Tenants.  Residential tenants who are required to vacate a rental unit as the result of or to enable any of the following: 1. the demolition of a rental unit, 2. the alteration of a structure in a manner that reduces the number of rental units on the lot, 3. the conversion of a single residential unit to a condominium unit, or 4. a change of use of real property from a residential use to a non-residential use would be eligible for displacement assistance under the ordinance.  This is covered in the proposed ordinance under the Definitions: Application, Displacement, and Eligible Resident Household.  Staff is requesting that the Ordinance Committee confirm the extent of the ordinance. 
Provision 2:
Ordinance Applicability.  The TDAO would not apply to: 1) condominium conversions, 2) code enforcement actions where tenants receive relocation assistance under existing law or 3) when the rental unit is lost due to a natural disaster.  This is covered in the proposed ordinance under the Definitions: Application, Displacement, and Eligible Resident Household.
Provision 3: Evidence of Tenant Notice Required at Time of Application.  Owners or applicants will be required to provide tenants notice of their intent to file an application at least 60 days prior to filing an application.  For purposes of this ordinance, an application includes any application required for discretionary or ministerial approval of a land use change or improvement of a real property that would displace a tenant.  Applications include submittal to Architectural Board of Review, Historic Landmark’s Commission, Development Application Review Team, or Division of Building and Safety for a Building Permit or Demolition Permit.  This has been included in the ordinance language under Submittal Requirements: Notice of Intent.
Provision 4:  Lease Termination.  The ordinance will grant tenants the right to terminate existing leases without liability for future rent if they receive notice of the intent to file an application.  This has been addressed in the ordinance language under Submittal Requirements: Notice of Intent.
Provision 5: Relocation Fee.  As originally presented to the Ordinance Committee, the TDAO would require property owners to pay monetary displacement assistance in an amount equal to three times the median advertised rental rate or $4,000, whichever is greater.  The displacement assistance to be paid to an eligible special needs resident household shall be equal to four times the median advertised rental rate or $5,350, whichever is greater.  Alternatively, the owner could provide in-kind assistance that is the financial equivalent of the fee.  The displacement assistance would be calculated and paid on a “per unit,” not a “per tenant,” basis.

At the first meeting discussing the TDAO, the Ordinance Committee asked Staff to consider several alternatives to the original monetary displacement assistance proposal including: A) a sliding scale based on the number of units to be demolished, B) a sliding scale based on the length of the lease, and C) a reduction of the monetary displacement assistance.  The Ordinance Committee asked Staff to consider these alternatives in an attempt to give effect to the ordinance’s primary purpose, to provide assistance to tenants who are displaced as the result of their rental units being eliminated, while being mindful of the impact on the property owners.  Staff has considered each of the proposed alternatives and provides the following recommendations:
A.
Sliding Scale – Number of Units
The purpose of this ordinance is to mitigate the effects of displacement experienced by tenants.  The effects of displacement experienced by individual tenants do not change based on the number of units that will eliminated by a proposed project.  Applicants proposing the elimination of more rental units presumably have larger parcels that will afford the property owner a greater opportunity to absorb the costs of displacement assistance in the redevelopment or reuse of the property.  For these reasons, Staff does not recommend a sliding scale based on the number of units being eliminated.
B.
Sliding Scale - Length of Lease 
The length of the tenants’ tenancy has no bearing on the impacts experienced by tenants who are forced to vacate their rental unit.  In the context of market rate rental units, the landlord and tenant have each received the full benefit of their rental agreement.  The landlord was free to charge as much rent as possible and the tenant was free to leave the unit if they did not believe the rent charged was a fair price.  In order to further the purpose underlying the TDAO, Staff does not recommend a sliding scale based on the length of the tenants’ tenancy.

It is important to note that the ordinance provides that if a landlord and tenant agree to a lease of a certain term (as opposed to a month-to-month lease) and the term expires without an extension of the lease term prior to filing of the application, the landlord is not required to pay the displacement assistance upon the termination of the lease.  However, if the tenant is an existing tenant at the time the application is filed, is on a month to month, or the lease will expire after the filing of the application, the tenant is entitled to the assistance.  This provision is included to allow the landlord and tenant to agree to a term lease without assessing a penalty on the landlord when that agreed term ends.
C. Monetary Displacement Assistance

Because the primary purpose of the TDAO is to provide assistance to all renters who are displaced due to the loss of a rental unit, Staff recommends an equal amount of assistance based on the size of the rental unit and, in some cases, the rental amount.
Based on initial comments at the Ordinance Committee, Staff intended to propose a reduced relocation fee similar to the condominium conversion ordinance, such as 1.5 times the monthly rent or $2,000 dollars, whichever is greater.  In light of the issues raised at the 85 N. La Cumbre Road appeal, including the impacts on the tenants that are displaced because of units being eliminated, Staff is again recommending the original three months of the “going rate” rent.  

The proposed ordinance recommends displacement assistance in an amount equal to three times the median advertised rental rate or $4,000, whichever is greater.  The displacement assistance to be paid to an eligible special needs resident household shall be equal to four times the median advertised rental rate or $5,350, whichever is greater.  These provisions can be found under Displacement Assistance.
Staff further recommends that the Council initiate amendments to the City’s Condominium Conversion Ordinance to increase the “moving expenses” from 1.5 months or $2,000 whichever is greater, to 3 times the median advertised rental rate or $4,000, whichever is greater.  If the tenant is a special needs household, the assistance would be increased to four times the median advertised rental rate or $5,350, whichever is greater, to be consistent with the proposed TDAO amounts.

D. Other Issues

The Committee was also concerned with the logistics of the Fee Distribution and specifically requested that all tenant names on the rental agreement be included on the relocation fee check.  This has been addressed in the ordinance under Submittal Requirements: Resident Information.  Similarly, the Committee recommended that tenants should be “paid out” in a manner similar to the way in which deposits are returned.  In order to accomplish this, all tenants on the lease/contract would need to be identified to receive assistance.  This has been addressed in ordinance under Certification of Displacement Assistance. 
However, it is important to note that the tenant displacement assistance is separate and apart from the tenants’ rental deposit.  Rental deposits are the tenants’ money held in trust by the landlord and can only be applied toward certain charges and costs at the termination of a tenancy.  Return of the rental deposits would be handled separately and apart from the displacement assistance, in accordance with existing state law.
The Committee requested that explicit Functional Equivalent language flexible enough to incorporate other compensation/ benefits to tenants on a case-by-case basis be included in the Ordinance. This has been addressed in the ordinance under Displacement Assistance.
The Committee requested a clear Definition of Special Needs Individuals.  Definitions for seniors, the disabled and lower income households have been defined in the ordinance under Definitions: Special Needs Households; and Displacement Assistance.  Staff is also proposing, for consistency, to amend these definitions in the Condominium Conversion ordinance. 

Provision 6:  Rent Limits.  Rent increases during the notice period shall be limited to those permitted under State law (Civil Code Section 827).  This is addressed in the ordinance under Notice of Intent and will be included in the notice provided to tenants.
Provision 7:  First Right of Refusal.  If new residential units are proposed on site, existing tenants shall have a right of first refusal for those units.  Landlords/developers shall have the burden to notify existing tenants of this right.  Eligible tenants will be obligated to assert the right to first refusal once the new units are constructed.  This is addressed in the ordinance under Protections for Residential Households: Right to Purchase.
Provision 8:  Retroactive Protections.  The Committee questioned retroactive protections applying to a tenant whose lease is going to expire. The ordinance includes a presumption that any tenant who is required to vacate their rental unit within six months of the filing of an application is eligible for the tenant displacement assistance under the ordinance.  There are several exceptions to this presumption, including tenants who are required to vacate rental units at the expiration of a term lease.  This is addressed in the ordinance under Definitions: Eligible Resident Household.
Provision 9:  Displacement or Counseling Plan.  A landlord shall provide relocation assistance information regarding services available for help in finding another apartment.  This is addressed in the ordinance under section Notice of Intent, and will be included in the notice provided to the tenants.
BUDGET/FINANCIAL INFORMATION
 

Planning Division staff currently reviews all applications for demolition of units, whether they involve reconstruction of the site or not, either as part of the design review process when applicable, the Development Application Review Team (DART – 30 day process) when applicable, or the zoning plan check process.  The addition of tenant provisions for eligible projects is not anticipated to significantly affect this review; however, some additional staff time may be necessary to analyze and complete research on consistency with the provisions.  It is anticipated that this service could be provided within the existing level of service. 

NEXT STEPS

The next step is to forward the ordinances and any revisions requested of the Ordinance Committee to the full Council for introduction and subsequent adoption.  

ATTACHMENTS
1.
Draft Ordinance, September, 2006

2.
Ordinance Committee CAR, April 18, 2006

Exhibits and attachments to the April 18, 2006 CAR can be referenced in a reading file located at the City Clerk’s Office, the City Administrator’s Office, or the Planning Division, at 630 Garden Street.
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Beatriz Ramirez, Project Planner
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