APPLICATION FOR APPEAL

Saint Paul City Council — Legislative Hearings

RECEIVED 310City Hall, 15W. Kellogg Blvd.

Saint Paul, Minnesota 55102
JUN 27 2022 Telephone: (651) 266-8585

We need the following to process your appeal: Cn Y CLERK

$25 filing fee (non-refundable) (payable to the City of Saint Paullf HEARING DATE & TIME

Location of Hearing:

Walk-In OR 0 Mail-In .
for abatement orders only: © Email OR 0o Fax RooOo™ 330

)ﬁ (if cash: receipt number ) (provided by Legislative HeariniOffice)
ﬂ Copy of the City-issued orders/letter being appealed Tuesday, (&)

% Attachments you may wish to include

?L This appeal form completed Tu'ne: o

Address Being Appealed:

Number & Street: 787 N. Hampden Avenue City: St. Paul Sate: MN Zip: 55114

Appellant/Applicant: Hannah Gray Email hhgray@gmail.com

Phone Numbers: Business Residence celt 691-587-4344

Signaturew @1{@/ Date: June 26, 2022
(4

Name of Owner (if other than Appellant): St. Paul Leased Housing Associates VIII LLLP

Mailing Address if Not Appellant’s: 2905 Northwest Blvd Suite 150, Plymouth, MN 55441

Phone Numbers: Business 763-354-5500 Residence Cell

What Is Being Appealed and Why’ Attachments Are Acceptable

. Vacate Order/Condemnation/
Revocation of Fire Cof O

0 Summary/Vehicle Abatement

o Fire C of O Deficiency List/Correction

o Code Enforcement Correction Notice

o Vacant Building Registration

B Other (Fence Variance, Code Compliance, etc)  Rent Stabilization Ordinance violation; see attached

Revised 3/18/2021



June 27, 2022

St. Paul City Council
Legislative Hearings
310 City Hall

15 W. Kellog Blvd.
St. Paul MN 55102

Appeal by Hannah Gray of a rent increase in vielation of City Rent Stabilization
Ordinance at 787 N. Hampden Avenue, St. Paul

The Appellant in the above matter is represented by the Housing Justice Center. For questions
please contact me at 651 645 7378 or jeann@hjcmun.org. Attached please find the following
appeal materials:

Application for Appeal
Check for $25 filing fee
Copy of the Notice of receipt of exception for 8% rent increase and or rent increase in excess of
3% (City does not issue notice, it’s left {o landlords)
Memorandum in Support of Hannah Gray’s Rent Increase Appeal, with:
Exhibit 1, Current Rent before increase, Page 1 of lease for period 7/1/21 to 6/30/22
Exhibit 2, Table A, showing relevant CPI percentage increases 2019-2022
Exhibit 3, First page of 2019 lease showing 2019 rent
Exhibit 4, current advertised 1-BR apartment at a rent exceeding the 8% exception
Increase permitted by the city

Yours truly,

Cuap

Fack Cann

Jack Cann, Attorney
1774 Portland Avenue o St Paul, MN 55104 « 651-645-7378

Dedicated to expanding and preserving the supply of affordable housing in Minnesota and nationwide



NOTICE OF CITY ACTION BEING APPEALED

Attached is the June 1, 2022 Notice that the City had provided the owner of an exception
from the statutory rent increase limit permitting an 8% rent increase. Under the City rules
for the program the City provides no notice to affected residents and leaves provision of
notice up to the owner.
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June 27, 2022
MEMORANDUM IN SUPPORT OF HANNAH GRAY'S RENT INCREASE APPEAL

We represent Hannah Gray in this appeal of rent increases which substantially exceed the
3% annual limit set out in the St. Paul Rent Stabilization Ordinance, § 193A.03. Ms. Gray lives
in Dominium’s Union Flats building at 787 N. Hampden Avenue, St. Paul Apartment 213,
owned by St. Paul Leased Housing Associates VIII LLLP and managed by Dominium
Management Services (hereatter “Dominium™). Attached hereto and labeled “Notice of City
Action Being Appealed” is the Notice dated June 1, 2022 which Ms. Gray received on that date
from her apartment manager, indicating that Dominium had “applied for and received” exception
from § 193A.03 permifting a rent increase of 8%. The letter invited Ms. Gray to apply for a new
12 month lease at $1,203 and implied that her only alternative was to move." The rent in her new
lease, $1,203 is a $89 or 8% increase over the $1,114 rent in effect through 6/30/22. (See
Exhibit 1, first page of Ms. Gray’s July 1, 2021 lease; Dominium subsequently reduced the rent
by $3). Ms. Gray has applied for the new lease as directed by the letter. This application has no
effect on this appeal, as the City Ordinance prohibits any waiver of its provisions. §193A.07(c)

Ms. Gray challenges on two grounds the City action effectively approving the 8%
exception rent increase and her actual 8% increase as well as an increase in rent on another unit
which exceeds the 8% exception for which Dominium received approval.

An 8% increase could not be justified under the terms of the City Rent Stabilization
Ordinance and the regulations and policies under which rent stabilization is being
administered.

The Ordinance provides that landlords may request exceptions to the 3% annual
limitation on increases “based on the right to a reasonable return on investment.” § 193A.05.
The Final Rules for Rent Stabilization adopted by the City provide that the owner’s Net
Operation Income (hereafter “NOI”) in the base year, 2019, is presumed to have provided such a
reasonable return. The Rule further provides owners with a right to obtain a NOI equal to the
2019 NOI increased by 100% of the percentage increase in the CPI since the 2019 base year.
The CPI to be employed in this calculation is that for the twelve-month period ending in March
of the current year for All Urban Consumers for the Minneapolis-St. Paul-Bloomington area.

The 12-month CPI for March 2020 increased 1.2% over that in the 2019 base year. In
March of 2021 the 12 month increase was 3% over that in 2020 and in March of 2022 it was
8.2% over that in 2021, Exhibit 2, Table A; https://www.bls.gov/regions/midwest/news-
relcase/consumerpriceindex _minneapolis.htm. Thus the March 2022 CPI has increased by 12.8%
over that in March 2019 (1.012x1.03x1.082 = 1.128). Therefore, a rent increase resulting in a
NOI increase of no more than 12.8% over that in 2019 would be justified under the City Rules.

Her Union Flats building opened in early 2019 and Exhibit 3, attached, is a copy of the
application form from a neighbor who was an early occupant, showing the original rent for 1 BR
units like Ms. Gray’s for a March 2019 move-in was $970. The rent under the new lease
effective July 1, 2022 is $1.203, an increase of 24% over that in the 2019 base year.

Dedicated to expanding and preserving the supply of affordable housing in Minnesota and nationwide



NOI is defined by the City Rules as gross rental income (made up largely of Rent, and
including additional sources of revenue such as parking payments) minus operating expenses.
Gross rental income is then equal to operating expenses plus NOI. Therefore, the only way that
a 12.8% increase in NOI to assure a reasonable return under the rules could justify a 24%
increase in rents 1s if operating expenses since the 2019 base year had increased by even more
than 24%. Given that overall inflation was only 12.8% over this period, this is extremely
doubtful and therefore something which Dominium is obligated to demonstrate in response to
this appeal.

The owner has not demonstrated any need for an 8% rent increase in order to
receive a fair return on investment.

The Ordinance clearly provides that exceptions to the 3% limitation in increases are to
“be made only when the landlord demonstrates that such adjustments are necessary to provide
the landlord with a fair return on investment.” (emphasis added); § 193A.05(b). Dominium has
certainly not demonstrated the need for this increase to the residents. The June 1 letter justifies
the increase solely on the basis that the federal tax credit program could have permitted a greater
increase. But what the tax credit program doesn’t guarantee any particular level of rents, it
merely sets an upper limit. That upper limit has nothing whatsoever to do with the limits
imposed by the Rent Stabilization ordinance.

Nor has Dominium demonstrated the need for the increase to the City, because the
procedure adopted by the City provides that the demonstration need not be submitted to the City.
The procedure, apparently adopted by City staff but not in the Rules adopted by the City
Council, violate the Ordinance requirement of a demonstration of need for an exception, and any
approval of a rent inctease in excess of 3% by City staff using this procedure is ultra vires and
the resulting rent increase a violation of the City ordinance.

Dominium is now advertising a 1-BR unit at a rent increase greater than the 8%
permitted by the City-granted exception.

Exhibit 4 is a current advertisement for a 1-Bedroom unit renting for $1,257 on the Union
Flats website, https:/www.unionflatsapartments.con/avaiiableunits?bed=1& calledfrom=home.
This is the maximum Dominium is permitted to charge under the Low Income Housing Tax
Credit rules. It represents a 12.8% increase over the $1114 rent for 1-bedroom leases, such as
Ms. Gray’s, expiring in June 2022. The City’s Ordinance provides that the “Limitation on the
amount of annual rent increase shall apply regardless of change of occupancy in a residential
rental unit.”” Thus the fact that the $1,257 rent does not invelve an individual tenant’s increase is
irrelevant. The rent represents an increase of more than the 8% for which Dominium has
received permission and represents a violation of the Ordinance.




Dated: June 27, 2022 HOUSING JUSTICE CENTER

Byﬂ/d’——/

(/John Cann  Bar No. 0174841
1774 Portland Ave
St. Paul, @hjecmn.org

* The notice is very misleading in this regard. As is plain from paragraph 3 in her existing lease
(see Exhibit 1), the actual effect of a tenant declining the offer of a new lease at higher rent is
simply an automatic renewal of the existing lease on a month to month basis with no immediate
rent increase but subject to an increase with proper notice. Thus not only has Dominium
flagrantly ignored the requirements of the Rent Stabilization ordinance, it has done so in a way
designed to panic its tenants into accepting an illegal rent increase.
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Available Units

Exhikit
UM O [um
WE ARE OPEN FOR TOURS!

Modern Living. Upgraded Lifestyle,

Floor Plans / Apartment Search Result

' Bedraams

! - P 1
I 1 bedroom - | | Batnrooms v
Lo J— — SUPIP RN RS [ A—

[ | - -
i Floor Plans *

M Max Rent

Immediate move-in date selection is subject to the application approval process. On average the full application process can

take 7-10 business days to complete. Please note that the move-in date you selected could change to accommodate the

approval process. Reach out to the office with any quastions you might have. Please select an apartment from the list below that

best suits your needs.

One Bedroom E

1 Badroom | 1 Bathroom
Floor Plan

Thank you for your interest in Union Flats. Please be aware that your selected apartment is NOT reserved until final payment

has been submitted. If th... Read More

: _Ag;artn.'le.m:: #104
© S0.FLD 706

. Rent: $1,257

Prices and special offers valid for new residents only. Pricing and availability subject to change at any time.

6/26/2022, 4:08 PM
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