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Board of Super visors Hands Mayor Brown

a Stinging Defeat with New TIC Legislation

Get Out the Vote on November 6th

T enants Union Endorsements

oral veto and passing Jake McGoldrick’s
TIC legislation.

TICs are quasi-condominiums in
which owners hold a percentage share of
a building instead of a title to a particular
unit. TIC owners cannot legally own
their individual units, and all owners in
a TIC are jointly liable for their property.
Despite these limitations San Francisco
has been hit with a wave of TIC conver-
sions, property speculation, and evic-
tions because TICs have not been regu-
lated under the city’s condo-conversion
law.  That glaring loophole has now
been closed with Jake McGoldrick’s leg-
islation.

There are two parts to the
McGoldrick TIC legislation, one deal-
ing with conversions by landlords and
the other dealing with conversions by
tenants buying their own units.

Conversions by Landlords
The simple effect of the McGoldrick

TIC legislation is that the sale of indi-
vidual units as “tenancies in common”
in buildings with 3-6 units can only be
done pursuant to the city’s condominium
conversion process.  Existing law states
that TICs of 5 or more units must go
through the California condominium
subdivision process. The city’s condo
conversion process contains many pro-
tections against evictions for tenants.

Conversion Eligibility Criteria
Besides the specific protections

which tenants get in the condo conver-
sion law, the legislation ends the current
practice of evicting tenants and selling
the units within a short time frame by an
absentee landlord. Instead, the process
of converting a building (and evicting
tenants) will be a lengthy process and
can not happen at all unless certain
eligibility criteria are met. This baseline
eligibility criteria will be what prevents
the current practice of real estate specu-
lators buying a building, evicting the
tenants, and selling the units. Before a
building can be converted one unit must
be owner occupied for 3 or more years,

The eviction of tenants for tenancies in common
(TICs) has been stopped due to new legislation at the
Board of Supervisors. Last June the Board handed
Willie Brown a stinging defeat by overriding a may-

and at least 1 tenant in 3 and 4 unit buildings and at
least 2 tenants in 5 or 6 unit buildings must give their
consent to the conversion. The current condo law
which allows owner-occupants to be counted as one

consent. Further, there can not have
been a history of evictions or rent
increases in the building to induce
vacancies.  This eligibility criteria
will end most TIC evictions as well
as all evictions which utilize the
Ellis Act for that purpose. Whereas
currently the sale of a building
typically precipitates the TIC con-
version that will no longer be the
case. The sale of the individual
units will be illegal and a new
buyer would have to move in to the
building and then wait for 3 years
before even being eligible to con-
vert the other units. Once a build-
ing has met the eligibility criteria
for condo conversion then the land-
lord can start the conversion pro-
cess.

The Conversion Process and
Tenant Protections

Landlords whose buildings
meet the eligibility criteria above
can apply for conversion of the
units to condominiums.  Landlords
must first enter the annual lottery
to select the 200 units to be con-
verted in that year.  This lottery is
applied for by landlords late in the
calendar year and units are chosen
around March of each year. The
lottery is structured so that the los-
ers of past years’ lotteries get pref-
erence in future lotteries. Most land-
lords seeking to convert will have
to enter the lottery 2 or 3 times
before they win. A condominium
conversion is a subdivision, just
the same as when farmland is sub-
divided into 50 single family home
lots. Once a landlord has won the
lottery, they must go through the
condominium subdivision process
(not unlike applying for and get-
ting approval for construction per-
mits) which leads to the landlord

of the “tenants” has been changed so that owners can
no longer be counted as tenants. Buildings where all
tenants have been evicted can not be converted because
of the requirement that at least 1 tenant must give their

Continued, see TIC page 8
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CIT Y ATTORNEY Steve Williams

MUD BOARD

Ward 1  - Dan Kalb

Ward 2  - Joseph Alioto Veronese

Ward 3  - Joel Ventresca

Ward 4  - Medea Benjamin

Ward 5  - Garret Jenkins

Election Analysis
Because Louise Renne has been the City Attorney

for so long, and has usually run unopposed, few people
realize that City Attorney is actually an elected office.
This crucial office is on the ballot this year, and Renne is
not running, which means that next year San Francisco
will have a new City Attorney for the first time in over a
decade. This election will be of particular significance
for tenants.

See Election Endorsements page 2

F - YES YES YES

G - Y es

H - Y es

I - YES YES YES
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The City Attorney acts as the attorney for the city
and all its departments. Deputy City Attorneys (who do
most of the actual work) are the ones who represent the
city on lawsuits, give advice at meetings, draft legislation
requested by the Board of Supervisors, and bring law-
suits to enforce city laws.  The many tenant legislative
victories of the past ten years, at the ballot and at the
Board, have all had active involvement by the City
Attorney. Legislation before the Board is drafted by the
City Attorney; ballot initiatives must be approved by the
City Attorney; and when landlords sue to overturn these
laws, they must be defended by the City Attorney.  In
addition, the City Attorney is responsible for the enforce-
ment of key tenant laws, most notably the rent control law
and the city’s Housing and Health Codes. This includes
wrongful evictions, wrongful rent increases, and slum-
lords who refuse to take care of their housing.

Renee’s tenure has been a mixed bag for tenants.
Her staff of housing attorneys has done an exemplary job
of drafting and defending legislation, much of which is
cutting-edge. The McGoldrick Tenancy In Common
(TIC) legislation (along with the first Bierman version),
entailed novel and complex legal work involving state
and local subdivision laws which a number of her deputy
attorneys worked on for years. Likewise, they have
vigorously defended all such laws passed by either the
voters or the Supervisors when landlords have sued.
Lastly, and crucially, the City Attorney has never refused
to approve a tenant ballot initiative.

On the enforcement end, Renne’s work has been
less than stellar.  While there is a code enforcement unit
to go after slumlords (and landlords are routinely sued
over housing code violations), there is no similar unit on
rent and eviction issues. This is particularly troublesome
in that San Francisco’s housing problem lies not in the
quality of housing but rather in the gentrification of
housing and the resulting evictions and rent increases.
Sure, there are slumlords in the city, but for every one of
them, there are ten landlords illegally evicting tenants.

Renne also has drawn criticism for her general
conservatism and for letting Mayor Brown and others
use the City Attorney’s office as a patronage department.
On key issues, she has consistently sided with corpora-
tions and downtown interests against worker and neigh-
borhood interests. Renne tried to prevent last year’s Prop
L, a growth control measure, from reaching the ballot.
Earlier this year she recommended an extravagant settle-
ment on a lawsuit that Big Business interests brought
against the city’s tax structure.  She maintained her
recommendations even though independent tax attor-
neys said the city stood a good chance of winning the case
or, at worst, paying half of what Renne voluntarily gave
these businesses.

Steve Williams for City Attorney
Definitely, there’s much to improve on as we look

for a new City Attorney. The Tenants Union has en-
dorsed Steve Williams for the job.  Williams has a
background in the neighborhoods, with years of experi-
ence fighting neighborhood and housing preservation
issues before the Planning Commission and Board of
Permit Appeals. Many of his cases have involved fight-
ing real estate developers looking to demolish housing
(and evict tenants), and he’s a strong advocate for
neighborhood based planning. He also comes with en-
dorsements from progressive Supervisors such as Aaron
Peskin and Jake McGoldrick. While Williams does not
have direct experience fighting for tenants’ rights, there
has always been a strong link between neighborhood
activists and tenants rights, as both seek to preserve
housing and to preserve the diversity and character of our
neighborhoods. The Tenants Union believes that Will-
iams will do a good job, though he’s largely untested.
On key issues, Williams has promised he will support
tenants. He has committed to setting up an Eviction Unit,
akin to the Code Enforcement Unit, so that the City
Attorney will finally begin to investigate and sue land-
lords for illegal evictions. And he has promised to
vigorously defend tenant legislation in the courts and to
ensure that the City Attorney helps draft new legislation,
not block it.

Two You Can’t Vote For
A very good reason to vote for Williams is that two

of the candidates, Jim Lazarus and Dennis Herrera,
would make us nostalgic for Louise Renne. Lazarus, in
particular, will ensure that the City Attorney represents
the corporations and the real estate industry, not the
people.  Having worked for the Chamber of Commerce
and Mayor Frank Jordan, Lazarus will be San Francisco’s
own John Ashcroft.  Lazarus bluntly promised the TU

that he would refuse to draft or defend any strong pro-
tenant legislation. For example, he said that he would not
have defended last year’s capital improvements initia-
tive (Prop H)  or legislation banning evictions of seniors.
He’s a landlord who owns two vacation homes.

Dennis Hererra is almost as bad. He will clearly side
with corporations and landlords over the people of the
city. He is a Brown ally, and his most recent public
service experience was at the helm of the city’s Police
Commission which has refused to discipline rogue police
officers, even when they kill without reason.

One, Maybe, In A Runoff
The fourth candidate, Neil Eisenberg, drew some

interest from the Tenants Union. He has promised to set
up an eviction unit and to investigate and sue landlords
for violations of eviction laws. He even has a few tenants
rights cases he can point to, including a case with
Parkmerced tenants who are fighting a massive “operat-
ing and maintenance” rent increase. Unfortunately, his
tenant work has been quite recent, following decades as
a real estate attorney, and there was some concern that
the work is more politically motivated than anything
else. In the distant past Eisenberg has done eviction work
and fought against tenants on residential hotel conver-
sions. He says he’s now learned from those mistakes.

Besides endorsing Williams, the Tenants Union has
negatively endorsed Lazarus and Herrera (in other words,
don’t vote for them!). If it comes down to Eisenberg vs.
Lazarus or Herrera in a runoff, do not vote for Lazarus or
Herrera.

MUD and MUD Board
Astoundingly, when the profit factor is removed

from essential services such as housing or utilities, these
services become affordable.  Just think of where your rent
goes. Rent easily pays the landlord’s mortgage, the
property taxes, the operating and maintenance expenses
and even improvements. In about 10-15 years, tenants
have paid off the landlord’s mortgage. If at that point,
tenants only paid the taxes, operating costs, maintenance
costs and even improvements, people would see their
rent reduced in the neighborhood of 75 percent—from
$1,200 to $300, for example. But your rent remains high
because you’re paying for the landlord to make a sizable
profit (This is true even without considering the equity
issue, i.e., that the property you buy for your landlords
doubles in value within a very short time.)

The same is true for utilities. Ratepayers pay mostly
for PG&E and its investors to profit. If ratepayers only
paid the costs of operating and maintaining power plants
and transmission lines, and even capital costs to build
new plants, utility bills would be cut dramatically.
Instead, we are writing a check to Wall Street every week.
Clearly, California’s energy “crisis” was manufactured
by the private utilities. Despite demand being lower last
year than the year before, we suddenly ran out of
electricity. Soaring demand was blamed! Out of state
utilities were blamed (even while PG&E owned some of
these!).  Blackouts hit but they were very predictable: if
PG&E had a hearing before the Public Utilities Commis-
sion on a rate hike, we’d get a blackout.

The only cities in California which seemed to have
enough power were the cities with Municipal Utility
Districts (MUDs), such as Sacramento and Los Angeles.
These same cities not only kept power going and rates
low throughout the “crisis,” but they’ve historically had
lower rates than cities with private utilities.
With Proposition F and I, San Francisco will join the
ranks of cities with publicly owned utilities. The Tenants
Union strongly recommends a YES vote on both. We will
see our rates lowered as a result and with the cost of living
in San Francisco this is very significant. As landlords
gouge us on the rents, we don’t need Wall Street investors
gouging us on electricity and natural gas.

MUD also gives us a real opportunity to develop
renewable energy resources. The profit-seeking private
utility model gains Wall Street favor and generates
substantial profits through massive capital construction
projects, like massive nuclear, coal or oil plants.  These
utilities seek to constantly build and build power plants.
Nukes mean big bucks. Our MUD Board, in contrast,
will not have to build and build, because it will not be
profit-driven. It can look at real conservation projects so
that we can continue to lessen our demand and the impact
on our environment. MUD will also be able to develop
solar and wind generation, which have been ignored by
private utilities because they do not produce vast profits.

Along with voting to establish a MUD, voters will
simultaneously elect the first MUD Commissioners.
These are the people who will implement our MUD and

people who should have a commitment to lower rates
and renewable energy. The MUD Board has 5 Commis-
sioners.  Each commissioner represents a ward, but
candidates are chosen by voters throughout the city.  For
example, if you live in the Mission, you get to vote for
your ward candidate in MUD Ward 4 as well as the
Sunset candidate in MUD Ward 3.

BENJAMIN, VENTRESCA, KALB, ALIOTO
VERONESE, AND JENKINS FOR MUD
As this will be the initial MUD Board, the Tenants

Union believes it’s imperative that the initial MUD
Board will be strongly committed to the concept of
public power. We do not need people who are wishy
washy on the concept of public power nor people who
see the MUD Board as the first step in their political
career. We think our endorsements meet the criteria of
people who believe in public power and see public office
as a place to accomplish goals for the community rather
than as a stepping stone to other offices.

In District 1, we recommend Dan Kalb. In District
2, Joseph Alioto Veronese. In District 3, we recommend
Joel Ventresca for MUD Board. Joel has long been
active in progressive city politics and is a longtime
supporter of public power (the campaign for MUD has
lasted decades!). In District 4, we recommend Medea
Benjamin, also someone long involved in progressive
politics, a leading member of the Green Party, and also
a longtime supporter of public power and MUD. Dis-
trict 4 was a tough choice as another candidate, Robin
David, also has a longtime commitment to public power
and impressed us with his technical expertise on utility
issues and his organizing work which helped bring
labor support to the public power campaign. Lastly, in
District 5 we endorse Tenderloin activist Garret Jenkins.

City Treasurer
No Endorsement

While the platform of Carlos Petroni is impressive,
the Tenants Union has some concerns regarding his
qualifications and effectiveness as a City Treasurer.
Incumbent City Treasurer Susan Leal is certainly tied
to downtown interests and was never very progressive
as a Supervisor.

Local Initiatives
PROPOSITION A - NO ENDORSEMENT
City College Bonds
PROPOSITION B - YES
Renewable Energy Bonds.  This provides for revenue
bonds to develop renewable energy projects, like solar
and wind. Along with MUD (Yes on F and I), it’s part
of a package to solve our energy problems responsibly.
PROPOSITION C - YES
Vacancy In Elective Office.  People may remember that
Mayor Brown packed the old Board of Supervisors by
enticing resignations and then appointing his lackeys
(like Michael Yaki) to fill the entire un-expired term.
Prop C would prevent this by having vacancies filled at
the next election.
PROPOSITION D - YES
Land Fill in San Francisco Bay.  Don’t be confused.
You vote yes on this measure if you do not want the Bay
filled in for airport runways.
PROPOSITION E - YES
Elections, Ethics, Outside Counsel.  A very broad
(probably too broad) package of moderate “good gov-
ernment” reforms, including a commission to oversee
the Elections Department, expanded powers for the
Ethics Department and the creation of a system to
independently assess City Attorney conflicts.
PROPOSITION F - YES, YES, YES
Propositions F and I create MUD.
PROPOSITION G - YES
Redistricting.  Mayor Brown dreams of reshaping
Chris Daly’s district so all those tenants and poor
people won’t actually have a voice on the Board. There
are 7 other districts he’d like to change. Prop G delays
the redistricting and takes oversight away from Brown.
PROPOSITION H - YES
Revenue Bonds, renewable Energy and Energy Con-
servation.  Similar to B, Prop H seeks to fund the
development of alternative energy projects. There’s one
strong concern that the Tenants Union has with H.  This
proposition allows the Board of Supervisors to approve
renewable energy bonds without these bonds having to
go on the ballot. While this authority may be valuable
with a progressive Board of Supervisors, this power
may also be abused by future Boards.
PROPOSITION I  - YES, YES, YES

Propositions F and I create MUD

Y es On F and I For MUD; Williams For Cit y Attorney
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For tenants and San Franciscans there should be
much concern over the judiciary. In just the past year or
so, we have seen judges:

•Rule (twice) against a San Francisco law to protect
senior and disabled renters from evictions.

•Rule against a San Francisco law requiring Plan-
ning Department review when housing is converted.

•Rule that tenants do not have the right to leaflet in
their own apartment buildings.

•Rule that landlords have the right to pass on capital
improvement rent increases even when the landlord gets
tax deductions for the same improvements.

•Rule that tenants can be evicted if they have their
(legally married) spouse move in with them.

•Rule that neither discrimination or retaliation was
a defense against the state Ellis Act and tenants could be
evicted “even if an avowed racist bought a building and
admitted to evicting the tenants because they were
African-American.”

In each of these cases, perverse logic was used to
reach conclusions which were neither founded in the law
nor reflective of the community values of the city in
which these judges serve. Few in San Francisco advocate
for the evictions of senior renters, disabled tenants or
people of color. Anyone would be hard pressed to find a
legal basis which says the rights of property owners are
so grand that they can trample on the rights of the least
powerful people in society.

Unfortunately, the few who believe in the rights of
property owners to do these evictions are all sitting as
judges in San Francisco.

Fortunately, one law which the judges have not been
able to twist (yet) is the one which makes them face the
community and defend their actions.  These judges must
face the community and let the community vote on them.

In March of 2002, San Francisco voters will be
looking at seven of these judges. California voters will
also be looking at California Supreme Court judges.
These judicial races, especially the San Francisco one,
may be the most important election which voters see in
years. It does us no good to sweep Mayor Brown and his
allies out of office when the San Francisco Superior
Court judges are left to thwart every move of the new
Board of Supervisors and to push an agenda which is
even more conservative, more pro-development and
more anti-tenant than Mayor Brown’s agenda.

It is just fall of 2001 now, but the people of San

In March 2002 voters will shape the future of the city
and the state with key elections for Superior Court and
the California Supreme Court.  Although Superior Court
judges don’t have the visibility of Mayor Brown and his
pro-development allies, they pose a dangerous threat to
tenants’ rights.  In recent months Superior Court judges
have consistently struck down laws that shield tenants
from senior and disabled evictions, racial discrimina-
tion, free speech violations, and massive rent increases.

The actions of Superior Court are similar to the
changes sweeping national and state politics.  The least
recognized yet most radical political change in recent
years has been the increasingly conservative judiciary
hostile to the will of the people, elected officials, and even
the rule of law. This judiciary has been reshaping our
legal structure to serve corporations, property owners,
and right wing fundamentalists at the expense of work-
ers, tenants, environmentalists, communities of color,
women, and immigrant communities. The judiciary is
steadily moving away from the belief that law should be
just and that the government should protect people and
our communities.

The legacy is becoming endless. Constant rulings
against affirmative action, for increased police powers
(and fewer civil rights), against immigration rights, and
against women’s reproductive rights.  We have seen
consistent rulings favoring property owners over envi-
ronmentalists and tenants who seek to stop those who
exploit the land.

Often their decisions are ludicrous: campaign spend-
ing limits violates the “free speech” right” of corpora-
tions (ruling that corporations are people). Their logic is
usually twisted. States rights has become a great ratio-
nale for allowing the abuse of individuals, except when
a state has passed a law (like affirmative action) which
violates their agenda and then it’s like they never heard
of states rights.

Blatantly and politically awarding the presidency to
George Bush has, of course, become the single most
glaring example of the abuse of judiciary powers and how
clearly their agenda has overridden the law.

This is all true on the federal level and on the state
level and even right here in San Francisco where our
Superior Court judges hear hundreds and hundreds of
cases every year. More often than not, they’re rulings are
not all that different from their peers on the state or
federal benches. Most San Francisco judges, in fact, are
Republican appointees.

Francisco need to start looking at these judicial races and
who these judges are. Any who are elected in March will
serve for life. We cannot ignore this race and the
progressive community in San Francisco must start
organizing now for candidates to replace those judges
who follow neither the law nor the values of the commu-
nity.

Those judges, who are up for election in March
2002, are:

Paul Alvarado, a Republican, appointed by Gov.
Deukmajian.

Peter Busch
Gail Dekreon
James J. McBride, a former police officer, ap-

pointed by Republican Gov. Wilson. McBride has issued
a ruling saying that a landlord could evict a tenant if the
tenant’s newly married husband moved in with her.

Thomas Mellon, a Republican judge appointed by
Gov. Wilson.

Charlene Mitchell, a former real estate attorney and
a Republican judge appointed by  Gov. Wilson.

James Robertson II, a Republican judge notable for
his ruling on Proposition H, a ballot initiative limiting
capital improvement rent increases.  According to
Robertson, Prop. H was illegal and landlords can make
tenants pay for all the costs of capital improvements.

These judges who are up for election in San Fran-
cisco next year are the judges which we San Franciscans
can have the most impact on via a close examination of
their records and identification of their biases and their
willingness to subvert the law for their own political
(conservative) agendas. They are the judges who make
the rulings in nearly all of the eviction cases in San
Francisco. They are the judges who decided what the
Board of Supervisors can do or cannot do. They even
decide if ballot initiatives passed by the voters are legal
(and their reach stretches so far they can also prohibit the
voters from voting on some issues).

The Tenants Union will be actively researching
and organizing around these judicial races because
of the importance of these often-neglected elections.
Tenants who would like to join in on the Judicial
Campaign Research Project can call the TU at 415-
282-5525, e-mail us at judges@sftu.org.  Keep
posted via our web site:  www.sftu.org.

Next Y ear Judges Will Answer To The People

most common cause of eviction in San Francisco, 988 of
them taking place in the fiscal year 2001 alone. The
extremely hot real estate market over the past three years
has provided plenty of incentives for landlords to use
fake OMI evictions to oust tenants from their homes.
Landlords could evict the tenants, move into the unit for
a period of time, then when they feel no one is watching,
move out and re-rent the unit for a much higher price or
sell the building.  (Buildings with vacancies sell for
more than buildings that are fully occupied.)  Unless the
evicted tenants are in a position to keep an eye on their
old unit or have neighbors or friends do so, these
landlord ruses usually go undetected. The tenant loses
their home and the landlord makes a fat profit off the
illegal eviction.

So how many OMIs are unlawful and how many
are legitimate? That’s what many displaced tenants and
the SF Tenants Union would like to find out. We have
started having monthly mobilizations where we visit
OMI evictions sites and attempt to gather information
on whether evictions were done lawfully or not. Results
from earlier mobilizations show that approximately
50% (yes, half) of these evictions are illegal or highly
suspicious. We ultimately want to use the results of our
mobilizations to put pressure on the Rent Board to
monitor these evictions themselves and to find cases that
can be prosecuted. We also hope to help some tenants
win substantial rent reductions.

Landlords have been relatively confident in per-
forming illegal OMI evictions because they know that
these evictions haven’t been monitored and their odds
of getting caught are slim. We want to change those
odds. We want to make landlords very hesitant about
doing unlawful evictions. We want them to know the
Eviction Police are on the beat to help stem the tide of
illegal OMI evictions.

If you’re interested in joining the eviction police for
our mobilizations or would like more information, you
can contact the SFTU at 415-282-5525 or e-mail us at
omi@sftu.org.

The Eviction Police Back On the Beat

According to these restrictions, the evicting land-
lord must occupy the unit within 90 days of the tenant
vacating and must keep the unit as his/her primary
residence for 36 consecutive months.  Only one OMI is
allowed per building, and OMI evictions for relatives are
limited to buildings in which the landlord resides.
Seniors and the disabled cannot be evicted from units
that they have occupied for ten years or more.  Tenants
with catastrophic illnesses cannot be evicted if they have
resided in their unit for five years or more.  Should the
unit be placed back on the rental market at any point
within three years after the eviction, the original tenant(s)
has the first right of refusal to re-rent the unit at the rent
they were paying at the time of the eviction, plus any
allowable Rent Board increases.  If the landlord rents the
unit to anyone else during that three-year period, he
cannot charge more than the rent that the evicted resi-
dents were paying, plus any allowable Rent Board
increases.

Even with the new restrictions, OMIs are still the

The San Francisco Tenants Union has begun moni-
toring sites where Owner Move-In (OMI) evictions have
taken place. An OMI is an eviction where an owner
wants to move in and occupy a unit or a property they
own.  If the landlord already lives in a building, he or she
can also evict tenants and move in a close relative. Many
OMIs in recent years have been faked, so that the
landlords can charge new tenants higher rents.  With the
city providing little or no investigation and enforcement
to protect tenants against theses phony OMIs, the Ten-
ants Union has set up its own eviction police.  We can do
it with your help.

An OMI eviction is supposed to be done in good
faith, with honest intent that the owner intends to use
that property as their primary residence. Unfortunately
that has not always been the case. Concerned that OMI
evictions were being used in increasingly fraudulent
ways to remove tenants from rent-controlled units both
the voters and the Board of Supervisors acted in 1998 to
close loopholes and protect tenants in OMI evictions.
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Supes T ake On Growing Use of Eviction Threats

Supervisor Chris Daly and 89 year old Domitela Perez protest evictions at 3853 23rd street.  Last August demonstrators
rallied against the eviction of Perez and two other senior tenants. Perez has lived in her home for 40 years.  The landlord,
John Gaewhiler, owns a number of rental properties in the Bay Area and has been trying to evict the tenants for the past
year with eviction threats and “bluffs.”  He is now evicting them under the state Ellis Act.

SFTU
Drop In Clinic
Weekday, Weekend and Nights

For Hours Call 282-6622
AND SEE

www.sftu.org
All The Latest On Y our Rights

Eviction threats and bluffs have replaced ac-
tual eviction notices by a margin of two to one
according to research at the Tenants Union.  Across
San Francisco landlords have been using verbal
warnings or threatening letters to kick out tenants
and avoid city laws governing eviction.  Landlords
have also been forcing tenants to sign agreements
that violate the Rent Control ordinance and re-
quire non-cooperation with law enforcement agen-
cies.

In 2000, nearly 20 percent of San Francisco’s
Ellis evictions were subsequently “rescinded” af-
ter tenants moved out of their homes.  Nearly 30
percent of the Ellis notices seen by Tenants Union
counselors were merely “advisory” letters rather
than legitimate eviction notices.  Seventy-five
percent of the “owner move in” (OMI) eviction
notices seen by Tenants Union counselors were
merely “warning” letters.

In all of these cases, tenants have received
what appear to be eviction notices. When tenants
at a 12 unit building on California Street received
a letter telling them that the landlord “would be
Ellising” the building “next month” they all began
making plans to leave. In just six weeks 11 of the
12 tenants left. In 3 months, all 12 left. The
landlord never had to give them a real Ellis evic-
tion notice because they all moved based on his
threat. The landlord is now free to re-rent the units
at any rent he wants.

These eviction threats take many forms. The
most common of which is the “Ellis Bluff” and
increasingly the OMI threat. The recent wave of
eviction threats is the latest method landlords are
using to avoid the tenant protection and re-rental
restrictions which come with a real Ellis or OMI
eviction.

After tenants are forced out by an Ellis or an
OMI eviction, there are strict re-rental restrictions
on the units.  If the unit is re-rented, the evicted
tenants get the right to return at the same rent.  If
the tenants don’t want to return, the unit can only
be re-rented at the same rent that the evicted
tenants were paying. The landlord must also pay
relocation benefits, and landlords who re-rent are
subject to illegal eviction lawsuits by the evicted
tenants.

If the landlord can get the tenants out by
threatening an Ellis or an OMI in the form of a
warning or an advisory letter, the landlord has not
technically given the tenants an eviction notice. If
the tenants move, judges see it as the tenant
moving “voluntarily.” No relocation has to be
paid, no re-rental restrictions kick in, and the
tenant has no case for a wrongful eviction.

For the tenants who receive these threats, the
threat is clearly an eviction notice and the tenant
begins acting accordingly. Many tenants seek out
what their rights are and fight off the landlord.
Many more tenants begin looking for a new place,
begin packing and eventually move. They would
not agree with the judge who says they moved
“voluntarily” anymore than someone mugged on
the street would say that they gave up their money
“voluntarily.” But judges let the landlords get
away with these threats.

The Rent Board has also seen an increase in
eviction threats.  Last year the Rent Board pre-
vented landlords from rescinding Ellis evictions
unless all of the tenants remained in place. As
official that prosecutes illegal evictions, District
Attorney Terrence Hallinan has also seen a rise in

cause. For example, if a landlord gets a tenant to
move by verbally threatening an OMI, then the re-
rental restrictions on that unit kick in as do the
tenant’s right to return. Further, the tenant’s rights
remain even if the tenant signs an agreement waiv-
ing those rights. The legislation also stipulates that
any tenants who move out with 4 months of a threat
are presumed to have been evicted by that threat.

•Prohibit landlords or landlord attorneys from
asking any tenant to waive their rights unless it is
part of a judicially supervised settlement agreement
and the tenant is represented by a lawyer. Landlords
who violate this prohibition could be prosecuted for
a criminal misdemeanor.  The legislation also pro-
hibits any agreements where a tenant must “not
cooperate with any investigation or proceeding by
any governmental agency.”

•Require that sellers of buildings with two or
more units disclose to buyers the reason why any
units are being sold as vacant or to be delivered
vacant. This specifically addresses the fact that
many of the threats revolve around the sale of a
building and the increased value of vacant build-
ings (real estate investors estimate a building is
worth 20% more when emptied of tenants). This
section will hopefully reduce the incentive to empty
a building prior to selling them as buyers will fear
liability issues for evictions by the seller.

•Require that OMI re-rental restrictions by re-
corded on the deed of the building and thus be
binding on future owners.

The legislation is expected to meet with vehe-
ment opposition by the real estate industry and
especially those landlords who have found eviction
threats the best way to get rid of tenants with
affordable rents. However, the real estate industry
will be hard pressed to defend blatantly illegal
evictions and the obstruction law enforcement bod-
ies like the DAs office.

eviction threats. Unfortunately, the DA’s office has
been stymied by obvious illegal evictions in which
judges rule that tenants left “voluntarily.”

In addition to the DA, legal advocates like the
Asian Law Caucus have seen the increasing use of
“Waivers of Rights” in eviction settlement agree-
ments. Landlords force tenants to sign waivers (in
exchange for an extra 30 days or a token sum of
money), and tenants give up all of their rights to
return at the same rent or sue for illegal eviction.
These agreements are a clear violation of the Rent
Control law which expressly prohibits such waivers
as “contrary to public policy.” The DA was espe-
cially irked by one waiver in which a tenant had
promised “not to cooperate with law enforcement
officials.”

The District Attorney, the Tenants Union and
the Asian Law Caucus have recently drafted legis-
lation to address these eviction threats and tenant
waivers.  This legislation has been introduced at
the Board of Supervisors by Sup. Chris Daly.  The
legislation will make it a criminal misdemeanor to
issue eviction threats. In addition the legislation
will:

•Require the landlord to issue an actual evic-
tion notice within 5 days of any “warning” or
“threat.” The landlord must also file a copy with the
Rent Board and meet all the requirements of “just
cause” evictions as required by the Rent Control
law.  Such requirements include relocation benefits
for OMI evictions or permits in hand for temporary
capital improvement evictions.

•Presume that the landlord has acted in bad
faith when a tenant moves in response to a threat
and the landlord does not use the unit for their
stated purpose (e.g., to move in or to do an Ellis).

•Impose the requirements of any just cause
eviction whenever a landlord threatens a tenant
verbally or in writing with an eviction for that just
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HOT and HOPE Proposals Repeal Rent Control

In the latest round of attacks on rent control and tenants’
rights, real estate interests have recently unveiled two new
legislative campaigns.  One proposal (called HOPE) has
been introduced at the Board of Supervisors by landlord
agent Tony Hall while a similar version (called HOT) is being
circulated by wealth landlord Sarosh Kumana. The two
proposals allow for unlimited conversion of rental units to
condominiums and the repeal of rent control for thousands
tenants.

Many big time real estate developers and speculators
have long sought to gut the city’s condo law with a specific
agenda of converting buildings of any size to condos (right
now it’s limited to 6 units or less) and eliminating the cap on
condo conversions (right now 400—200 for tenants buying
their own units and 200 for conversion through evictions).
These real estate interests are aiming to maximize their
profits since apartments and flats converted to condomini-
ums lose their rent control under state law. Thus by gutting
the condo law, thousands of units can be converted to condos
at once.  Landlords then have the option of either evicting the
tenants and selling their apartments as condos or raising the
rent by hundreds or even thousands of dollars

In the early 90s landlords tried similar proposals twice
before with a virtually identical ballot measure and virtually
identical legislation. Tenants weren’t fooled then and hope-
fully tenants won’t be fooled now (the previous ballot
measure lost by a 66 percent to 33 percent margin).  Then and
now, landlords have tried to exploit tenants’ home purchase
aspirations with a phony “tenant initiated conversion” pro-
cess that provides no limits on total conversions and no limits
on building sizes to be converted. These so-called tenant
initiated conversions have actually been initiated by land-
lords and real estate speculators — not tenants.

The main proponent of the March 2002 ballot initiative
(HOT) is a wealthy landlord and realtor, Sarosh Kumana,

who owns dozens of rental properties and who has evicted
dozens of tenants in the process of converting many of his
buildings to condos or TICs. He developed the HOT proposal
which very transparently will make him millions. He fronts
it through “tenant ownership” lies, even though he evicts
tenants and refuseds to sell them the apartments he converts.

The HOT proposal will:
Create a mechanism to remove rent control from

buildings. State law prohibits rent control on condominiums
which are rented out. HOT allows for any building in the city
to be easily converted to condos. Landlords will convert the
building, but nobody gets to buy — instead, everyone loses
their rent control.

Allow for unlimited (thousands and thousands) condo
conversions each year. The current limit of 400 conversions
would be eliminated. Probably 5,000-10,000 apartments
will be converted to condos in the first year alone — all of
which will lose their rent control.

Allow for conversion of any building, no matter how big
or small. Current law says that only buildings of 6 or less units
can be converted to condos. The HOT proposal eliminates
this and says any size building can be converted. Tenants in
buildings of more than six units have been protected from
condo conversions since 1979 and HOT ends that protection.
Parkmerced and its 3,000 units can be converted immedi-
ately and all at once. The same is true with Golden Gateway,
Stonestown, Oakwood, all the residential hotels, and any
building of any size. The aim of HOT in large buildings is
clearly the elimination of rent control (who’s going to buy an
SRO room as condo?).
If It Sounds Too Good To Be True, It Probably Isn’t

HOT promises tenant protections. They are illusory:
Tenants Get Lifetime Leases Protecting Them From

Rent Increases. Sounds good, except that state law says that
rented condominiums are exempt from any rent control or

other similar limitations on rents. These “lifetime leases”
will mean your rent can be raised by any amount at any time
throughout your life!

Tenants Can’t Be Evicted Under the Ellis Act. Sounds
great. The problem is that the Ellis Act is a state law and
evictions under it can not be limited or prohibited via San
Francisco law. There are no protections from Ellis here —
and there can’t be — no matter what it says.

Tenants Initiate These Conversions. A landlord can
convert units to condominiums by submitting an application
where 25% of the tenants say they want to buy. It does not
require that these tenants actually buy their units.  They
merely have to sign this non-binding form which says they’d
like to buy their unit if they could. It even lets landlords pay
tenants to sign these forms, and it lets landlords who live in
the building count as “tenants” for the purpose of signing
these forms.

HOT Conversions Are Exempt From Affordable
Housing, Planning and Zoning Requirements
The city’s conversion law requires that conversions of

buildings be done in a manner which preserves and expands
affordable housing. It also requires that conversions main-
tain neighborhood character. The HOT proposal is drafted
to exempt these conversions from:
10% Inclusionary Affordable Housing. HOT conversions
do not have to meet the requirement that 10% of the
condominiums be affordable to tenants with low income.
HOT conversions are specifically exempted from the re-
quirement that they be consistent with the city’s Master Plan,
which seeks to preserve and expand affordable housing.
HOT conversions are specifically exempted from require-
ments that the units must meet current housing and building
code standards as well as zoning provisions regarding
density and off street parking.

In the early hours of Sunday, August 12, members
of the group Homes Not Jails entered and secured a
vacant building located at 170 Fell Street in San
Francisco. The building, owned by the San Francisco
Unified School District, has been vacant since the
1989 earthquake. At 11:30 a.m. the squatters revealed
their presence, by unfurling banners, unboarding win-
dows, and holding a press conference with indepen-
dent and major media organizations.

As the press conference ended, police arrived.
Officer Stasko of the San Francisco Police Department
went to the open window of the building and spoke
with Ted Gullicksen, one of the occupiers, and asked
him what the group wanted. Mr. Gullicksen responded
that the group wanted to remain in the building and
begin converting it to permanent affordable housing
for homeless people. Officer Stasko responded that for
the time being, Homes Not Jails members could re-
main in the building. After stating that the SFPD did
not want to provide a visible confrontation in front of
the media for the purposes of Homes Not Jails, he said
that police officers would return on Monday and arrest
the squatters. This was seen as a victory by Mr.
Gullicksen and his companions, who joked that a
confrontation was not what they desired—they would
be perfectly satisfied with the structure itself.

The former Commerce High School is a four-
story, brick and steel structure that the San Francisco
Unified School district has been unable to repair since
it was damaged 12 years ago. Declared seismically
unsafe by an engineering report, it fit the profile of an
unused city building that the squatters were searching
for, a structure that could be rehabilitated to provide
affordable housing for people who are homeless.

Since 1992, Homes Not Jails has grown skilled at
identifying and occupying vacant properties that could
be used to provide housing in San Francisco. This
building stood out in the City’s inventory; a consultant’s
report in 1992 criticized the Unified School District
for keeping it vacant. A series of civil grand jury
reports faulted the City and, specifically, the school
district for poor management of their real estate. The
reports noted that the city could not identify vacant or
surplus properties and had no plans for the use or sale
of the structures.

Homes Not Jails intends to change that situation
and, with Supervisor Chris Daly, introduced an ordi-
nance requiring the City to identify property that could

Members of Homes Not Jails speak to the media during the
occupation of vacant, city owned, property at 170 Fell Street.

Homes Not Jails Occupies Vacant Cit y Proper t y

arrest to attend a press conference held by the school
district. At that conference, the school district distrib-
uted a press release, indicating its “humanitarian
concerns concerning homeless children,” which in-
clude the provision of a Fast Pass for homeless chil-
dren. The Fast Pass is provided as a direct result of
advocacy by Family Rights and Dignity, a former
Coalition on Homelessness working group. The FR &
D Director, Malika Saada Saar, forced the Unified
School District to utilize existing federal funds from
a McKinney Title I grant (money the district has now
lost because it “forgot” to apply for it). This is a good
example of a City bureaucratic institution seeking to
take credit for an action that it was forced into by an
advocate while rejecting an opportunity to inventively
solve the real problems of homelessness.

On the afternoon of Monday, August 13, the
squatters were arrested and charged with violation of
penal code section 602N, refusing to leave a building
upon request of the owner. A representative of the San
Francisco Unified School District walked through the
building, asked the squatters to leave, and when they
refused, signed a citizen’s arrest complaint with the
accompanying officers. No conversations were held
with the occupiers to even begin negotiations for that
property or for any other suitable building despite
Homes Not Jails having developed a workable model
for housing development that would serve homeless
people.

The members of the group considered the action a
success, citing the favorable media coverage and the
solidarity that grew within the building among the group
members. One member commented: “Homeless folks
can come together and know that they don’t have to be
arrested alone for sleeping outside. You can come inside
with us and get arrested with your friends, and this is
what taking power is about!” Another said, “This is the
treatment we have come to expect. Nobody from the
school district came to talk to us, nobody from the City.
This is what they do about homelessness—they get the
police out.” Homes Not Jails members stated that actions
of this nature would continue and that there is a moral
imperative to occupy vacant public buildings because the
lack of housing available to homeless people is directly
linked to the deaths of more than one hundred and fifty
homeless or sporadically housed individuals each year.

be utilized as permanent housing for homeless people.
That legislation, the Surplus City Property Ordi-
nance, duplicates federal and state law on the local
level. The Stewart B. McKinney Homeless Assistance
Act requires federal agencies to identify surplus prop-
erty usable for housing homeless people, and SB 120
requires the state to provide property that could be
used to provide housing or shelter for homeless people.

With a mayor who has declared that homeless-
ness cannot be solved and who insists upon Band-Aid
solutions, the action by Homes Not Jails is a statement
that solutions do exist but that they require the politi-
cal will to make them bear fruit.

Informed that the building was unsafe, Mr. Gul-
licksen commented, “Whenever there is vacant prop-
erty they always tell us it is dangerous, has lead, or
seismic problems, and then they go out and give it to
the San Francisco Giants or other developers. Time
after time, when homeless people try to get vacant,
unused city property, the door is slammed in our face
and then the property is given to for-profit develop-
ers.” Mr. Gullicksen was referring to the Wherry
Housing Complex in the Presidio, where Homes Not
Jails had held public actions and which is now market
rate housing out of reach of homeless people, and to a
site on Berry Street, now the location of the new
ballpark.

Mr. George Smith, head of the Mayor’s Office on
Homelessness was having his car repaired across the
street from the action but declined to speak to the
squatters despite their request. He returned after the
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Superior Cour t Rules Against Prop. H
The status of capital improvement rent increases

remains in flux.  Superior Court Judge James Robertson,
a Republican, has thrown out Prop H and the morato-
rium prohibiting capital improvement rent increases
pending further court decisions. The city is expected to
appeal this decision.  Tenants have until February
2002 to pay capital improvement rent increases which
were approved by the Rent Board after 4/10/00. (Al-
though voters passed Prop H in November 2000, it
addressed capital improvement rent increases retroac-
tively to April 10 of that year.)  Under new legislation
passed by the Board of Supervisors, tenants have until
February 1, 2002 to pay retroactive amounts due.
Tenants must pay approved rent increases for each
month since their passthroughs were approved by the
Rent Board.

New Options Being Examined By Supervisors
The number one priority is to develop a course of

action to pursue at the Board of Supervisors.  Options
being discussed include writing a new version of the

law which abolishes capital improvement rent in-
creases entirely.  A less satisfactory plan could include
compromise legislation which might be supported by
landlords, such as a 50/50 split of all capital improve-
ments along with an absolute cap on how much a
tenant’s rent can be increased. Additional options
include developing a comprehensive overhaul of capi-
tal improvement rent increases, which would be less
than total abolition but would significantly limit capi-
tal improvement rent increases. This could include:

•Sharply lowering the annual cap on increases
(for example from 10% to 3%);

•Redefining capital improvements;
•Banning capital improvement rent increases for

work to maintain Housing Code standards or to bring
buildings in compliance with the Housing Code;

•Lengthening amortization schedules to comply
with IRS standards (which would lower annual rent
increases further);

•Banning capital improvements when the land-

lord also obtains, or could obtain, a tax write-off;
bolstering tenant defenses (for example, objections to

•Paying for undocumented work or unnecessary
work);

•Providing tenants with an equity value in the
building equal to the amount the tenant pays for capital
improvements to the building;

•Giving tenants the power to approve work which
tenants pay for (e.g., choice of color for building
painting).

Tenants are encouraged to give feedback on these
ideas.  If you would like to be kept appraised of
meetings, have feedback about these ideas or have
ideas of your own, please send your comments to
proph@sftu.org.

Also, contact your Supervisor. Say you want ac-
tion on unfair capital improvement rent increase. See
www.sftu.org for Supervisor contact information.

Capital Improvements A Lucrative Profit Center
Capital passthrough rent increases (CPI) were

added to San Francisco’s rent control law due to the
concern of the SF Board of Supervisors that landlords
wouldn’t have an incentive to maintain their property
if rent increases were limited under rent control. Thus
if a building needed a new roof, tenants would pay for
100% of the cost of the entire roof over a ten-year
period.

Tenant advocates argued that the monthly rental
price already covered repairs and maintenance ex-
penses such as new roofs, painting and yard work.
After all, this is the basic premise of every beginning
real estate finance class. Real estate investors are
taught that the monthly rent income must always
cover the mortgage, repair and maintenance costs,
property taxes and, to be safe, allow for a vacant unit
for two months out of every year as tenants move in
and out of the building. This is basic real estate
investing 101. Tenants arguments were ignored, how-
ever, and the Supervisors allowed unlimited capital
improvement passthroughs to be included in the
original rent control ordinance passed in 1979.

Landlords soon discovered that capital pass-
throughs could be a lucrative profit center. Landlords
have learned that they can use tenants as a virtual
bank to finance improvements to their buildings and
earn a 100% profit when they sell the building! After
the tenant pays for the improvements, the building is
worth much more money and the landlord can sell the
building for a huge profit.

When the building is sold, the new buyers often
want the building for their own personal residences

and the tenants who paid for the building improve-
ments are then evicted from the building! Neat sys-
tem, huh? San Francisco tenants are like the poor saps
who are forced to dig their own graves by a gang of
marauding criminals. If tenants don’t go along and
pay for the capital improvement increases imposed by
the first landlord they will be evicted. And if they pay
the capital improvements increases the new owners
often evict them, even after the tenants have paid
thousands of dollars in extra rent.

Now landlords have found a new way to evict
tenants through capital improvement increases. When
a landlord completely gentrifies a building by adding
costly improvements all at one time, the rent increases
are so great that tenants are often forced to move
because they can’t afford the much higher rent.

Let’s look at an example. Let’s say a real estate
speculator is a friend of a local politician. The politi-
cian and the federal government decide to gentrify a
neighborhood by tearing down public housing and
cleaning out the “riff-raff” from the surrounding area.
Let’s call our real estate speculator, “Diane’s friend.”
One day at lunch Diane’s friend hears from the
politician that the city and federal government have
decided to tear down a number of public housing
projects in the lower Haight. Because the buildings
near the housing projects are some of the least expen-
sive buildings in the City, Diane’s friend buys a 4-unit
building in 1985 for about $100,000. Each unit has 2
bedrooms and each rents for $500, reflecting the run-
down nature of the building and neighborhood.

During the late 80s and early 90s the police and

bulldozers move into the neighborhood, evicting pub-
lic housing tenants from their homes and arresting
other folks who live nearby, mainly for nuisance type
infractions like drugs and prostitution. Within a few
years the neighborhood starts looking and feeling
different. Soon a new class of people starts moving
into the “cool neighborhood.” Two bedroom units
start renting for about $1,200 per month. (Notice that
the tenants have paid for the entire building in 4 years
- $500 per month for 4 units, for 12 months, is $24,000
per year in rent. After 4 years the tenants have paid
$96,000 of the total $100,000 original purchase price!)
With houses in the lower Haight quickly gentrifying,
Diane’s friend decides to upgrade the building. He
adds new plumbing, heating, landscaping, a new roof,
makes structural repairs, paints it inside and out and
upgrades the appliances in all 4 units at a total cost of
$600,000. Under current rent control law, it is irrel-
evant that the landlord will be able to recover his
investment in the building upgrades when he sells the
building. Instead the tenants are required to pay 100%
of the cost of the improvements, whether they wanted
any of them or not.

Each tenant is forced to pay the entire cost,
$150,000 per unit, over a ten-year period, or $15,000
per year. A tenant’s rent is increased by 10% each year
until it increases to the extra $1,250 per month, or
$15,000 per year. Because seniors and single parents
on fixed or limited incomes often live in these run-
down units since that is all they could afford at the
time, many are forced to move. Most can’t afford rent
that is more than three times higher than they were
paying ($500 to $1,750, ignoring the additional an-
nual rent increases allowed under the current rent
control law). Dianne’s friend is happy when tenants
move out since the units now rent for about $2,500 per
month. And the landlord is now very rich since each
unit is now worth more than $400,000 each. When the
landlord sells the building for over $1,500,000, the
entire amount is pure profit since the tenants paid for
the original purchase price of the building ($100,000)
and then paid for all of the improvements ($600,000).

Even though tenants pay the entire cost to gentrify
the building, the landlord gets to write-off the entire
$600,000 on his federal and state tax returns. It’s the
classic real estate speculator double-dip. Landlords
have their hands both in tenant’s pockets and taxpayer’s
pockets on the same transaction, a very  pleasurable
experience for them. What a deal!

A little understanding of real estate finance goes
a long way towards explaining why so many tenants
have been evicted from San Francisco under the
Feinstein-Agnos-Brown administration. Tenant ac-
tivists are trying to end the loopholes that allow a
landlord to force tenants to pay 100% of a landlord’s
real estate speculation costs. Even better would be a
system that allows a tenant to build up ownership
equity in their unit with every rent check they send
each month. But that would require an economic
system that would be fair, and fairness in America is
a pretty rare in the realm of economic issues.

This twelve unit apartment building at 550 Fell Street is a prime example of how the Rent Board has neglected its role in
controlling evictions (and rents). Over the summer, the building was entirely vacant. A potential tenant became suspicious
and contacted the Tenants Union and the Rent Board.  According to the TU web site (www.sftu.org), two of the units received
“owner move in” evictions in the past year. According to the Rent Board, the other 10 units had received temporary “capital
improvement” evictions in the past year. When he asked the Rent Board what they were going to do about these illegal
evictions, he was told: “Well, we really don’t have any systems to deal with something like this.” The units are now all re-
rented at market rents.
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T enant Equit y - Turning Renters into Owners
There’s a simple, just and effective way to turn

tenants into homeowners without displacing tenants.
But you won’t see Willie Brown and his real estate
buddies promoting it.

It’s based on the concept that “homes belong to
those who live in them” and the more traditional
American concept that “homes belong to those who
pay for them.” It’s based on the fact that most San
Franciscans are landless.  We lack the security of
owning our land and homes because a small group of
wealthy people, living elsewhere, own over two-thirds
of the property in San Francisco and exploit that land
for their very large profits. And it is based on the
concept that San Francisco needs a major land reform
movement if we are to address our housing crisis and
the injustices and high costs inherent in how housing
is provided.

The simple solution is that tenants’ rent should go
towards equity in the property which the tenants are
paying for and living in. A rent to equity model would
mean tenants become owners of land. It can even be
done so that, while renting housing for profit is being
phased out, landlords will continue to receive a return
on their investment and they’ll be able to retire
gracefully.

The Economics of Renting Housing for Profit
Understanding the concept of rent to equity means

first grasping the economics of landlording. Many
people think that it’s just a question of rents.  The more
rent the landlord gets, the more profit they make.
That’s only a small part of the story.

The big part of the story is that tenants, with their
rents, pay for every aspect of their housing, from its
purchase to its maintenance to the property taxes to
the capital improvements. The owner pays virtually
nothing, able to pass on every cost to the tenants. But
in the end, who owns the housing? Not those who paid
for it.

Equity is defined as the net value that the landlord
has in the building. For example, if the property is
worth $500,000 and the bank has an outstanding
mortgage of $200,000 on the building, the landlord
has an equity value of $300,000. Studies generally
show that real estate investments perform better than
other investments, even in geographic areas where
housing is not skyrocketing in value. In a city like San
Francisco (where the cost of land is among the highest
in the world) it is an especially lucrative investment.
In other words, simply buying and holding on to
property (whether it is a vacant lot or a 40 unit
apartment building) is an investment which is far
more stable than the stock market and often brings the
investor much greater returns.

The equity value in the building is distinct from
whether or not the landlord may be making money on
their cash flow from year to year. As noted, the real
profit to be made off of land is the appreciating equity
value in that land.  Early in a purchase, a landlord will
strive for cash flow which is break-even (eventually,
of course, once the mortgage is paid off, the cash flow
will be very positive, with the bulk of the rental income
becoming pure profit).

Even as cash flow is at a break even point a
landlord is making money via appreciating equity. In
the example above, the landlord has a $500,000
property, owes $200,000 to the bank, and thus has
$300,000 in an equity asset. This is virtually the same
as having $300,000 in the bank, as it’s an asset which
can be borrowed on or used for collateral for the next
investment. This equity has been built via mortgage
payments. The mortgage payments have been made by
the tenants via their rents. Thus even the landlord
whose rental income barely meets their operating
costs is in fine shape since rental income is how the
mortgage payments — which build the equity — are
made. That the rental income also pays for nearly all
of the other expenses is gravy. Even if the cash flow of
a building shows the landlord’s losing $2,000 per
year, that’s fine since he’s making $100,000 a year in
his equity asset. Most people would gladly pay $2,000
on January 1 to get $100,000 on December 31.

If we’re to really look at land reform and move
away from the exploitation of renters by just a few
landowners, we need to realize that tenants play a role
in this equity buildup and that fairness dictates equity
sharing. The landlord assumes risk (but puts up
money). The tenants may have minimal risk, but put
up all the money. This sort of partnership is what
profit sharing is all about in American business and
it’s time we looked at within our housing for profit
model.

Equity sharing is a real concept and it’s a feasible
concept. It’s one which would stop exploitation of
renters and allow the landless (renters) to acquire land

and housing As can be seen by the examples below,
even when tenants get substantial equity shares the
landlord — who takes the risk — remains the one with
the vast bulk of the equity and profits.

Let’s look first at simple example shows how
landlords make money via equity:

A landlord buys a 4-unit building for $750,000.
He puts down 20% ($150,000) and assumes a $600,000
mortgage. The 4 units are rented for $2,000 each. In
2 years, the tenants in the building have paid the
landlord $192,000_reimbursing him for his actual
cash payment ($150,000), plus expenses, plus a profit.
Without having paid a dime, the landlord now has an
equity value in the building of $150,000. This equity
becomes part of the landlord’s assets, which can be
used to secure and finance other investments (such as
another rental property). In five years (even assuming
no rent increases), tenants have paid for nearly two-
thirds of the building. The landlord now, again with-
out paying a dime and also making a profit the entire
time, has an asset of $750,000. In just 8 years (still
assuming no rent increases), the tenants will pay off
the entire mortgage, plus all expenses, plus the
landlord’s profit during that time. The landlord now
owns the entire $750,000 asset. The tenants own
nothing.

In reality, the landlord’s asset is worth far more
than $750,000 because of the appreciation of the real
estate. In San Francisco, in recent years, property
values were increasing by 20% per year. Assume just
10% and the landlord’s asset–which the tenants paid
for–is worth $1,350,000.

This is just very basic and not even addressing the
tax benefits the landlord receives, the rent increases he
could have obtained to improve the asset (e.g., a paint
job) or routine rent increases or operating and main-
tenance rent increases. Taking all that into account, a
landlord is more apt to have tenants pay off the
investment within 5 years.

Sharing the Equity with Those Who Pay For It
Now this $1.4 million equity is a very big pie

which only one person is eating. It’s time to look at
ways of sharing that equity. There are a number of
models which could be utilized to implement equity
sharing ideas.

Option A
25% of Rent Applicable to Equity

Very simply, 25% of a tenant’s rent is applicable
towards equity in the building, payable when the
tenant moves. Say 4 tenants move into the 4 unit
building and each pays $2,000 (for simplicity sake,
assume no rent increases).  Tenant #1 lives in the
building for seven years; Tenant #2 for 10 year;
Tenant #3 for 14 years and Tenant #4 for 21 years.
Upon either deciding to buy their unit or move out,
each tenant gets an either an equity interest in the
property or a cash payout.

Tenant 1 gets $42,000. Tenant #2, $60,000.
Tenant #3, $84,000. Tenant #4, $126,000. This totals
$312,000. Seems like a lot but it’s not. Remember that
tenants have paid the landlord 3 times that amount
over the years and in doing so have paid for the entire
building, plus expenses plus the landlord’s profit.
Plus, the landlord — who has paid nothing over the
years — still retains $438,000 in equity, assuming
(unlikely) that the building has not appreciated. As-
suming 10% annual appreciation, the landlord still
retains an equity asset of over $1,000,000 even after
paying the tenants their equity share of $312,00!

This is still a very big pie which one person is
hoarding while letting a few others take small bites.
Nonetheless, the pie is so big that even with these tiny
bites, these tenants now have the assets to purchase.
Or, the landlord has simply given them a percentage
share in the building, which the tenants can now use
to finance a purchase.

Option B
25% of Rent to Equity, Not To Exceed Equity Increase

Here’s an even more moderate version which
ensures that the equity sharing can continue on from
tenancy to tenancy, essentially forever by limiting the
total equity payouts so they do not exceed the increase
in equity (current building value minus original build-
ing value).  This guarantees that the original equity
value in the building goes untouched (effectively
meaning that the landlord — who hasn’t paid a dime
— retains it) and that tenants’ equity is pulled from
the ever-increasing equity value.

Again, a 4-unit building is bought for $750,000.
4 tenants move in and all pay $2,000. Say each tenant
remains for ten years and in ten years the landlord sells
the building for $1.275 million (which is a modest 7%
increase per year).

During the ten years, the tenants have paid in rent

$960,000 (they’ve bought the building and given the
landlord $210,000). The building has risen in value by
$525,000. Applying 25% of the tenants’ rent to equity
would give the tenants $240,000_far less than the
$525,000 equity increase the landlord has seen. This
leaves the landlord with the original $750,000 equity
plus $240,000 in equity increase.

Option C
Equity Payout Only At Time of Sale

The above examples show that even if a landlord
allocated 25% of tenants’ rent to equity, the landlord
still makes a killing. Nonetheless, the real estate
industry will scream at this equity sharing and politi-
cians will fear it’s way too radical. So here’s how to
make it even more moderate: Only require the equity
payout at the time a building is sold (and include a
requirement that tenants get the first right to buy the
building). This would mean, unfortunately, that many
tenants would not get to participate in equity sharing
as it would apply to tenants at the time of sale.

Once again, a 4-unit building bought for $750,000
and four tenants paying $2,000 each. The landlord
owns the building for 20 years and then sells it. During
that time, various tenancies have begun and ended. At
the time of sale, there are 4 tenants who have each
lived there 8 years.

From all the tenancies over the 20 years, the
landlord has collected $1.9 million in rents. (This
does not count the rent increases when he put on a new
roof and painted the building.) The 4 tenants at the
time of sale have paid $768,000 in rent.

The landlord is selling the building for $1.5
million (a 5% increase in value per year). The 25%
equity share of the 4 tenants at the time of sale equals
$192,000. If the tenants want to buy the building, they
get the first right to do so and can apply their equity to
the sale. Or they can take their equity payout in cash.
Either way, the landlord still makes a huge profit: $1.3
million from the sale of the building which the tenants
have paid for.

Option D
100% of Rents to Equity after Building Paid For

Rather than calculating a percentage of rent
which is applied to equity, another way to look at it is
to simply allocate all of the tenants’ rents to equity,
once the building has been paid off. In the $750,000
building with 4 tenants paying $2,000 in rent, it takes
7.8 years to pay off the building. Let’s round it off to
8 years.

Say Tenant #1 lives there 11 years, #2, 9 years, #3
15 years and #4 15 years.

Tenant #1 gets $72,000 in equity (3 years of rent
past 8 year payoff point), #2 gets $24,000 and #s3 and
4 get $168,000 each. That’s $432,000.

That’s a modest share for tenants; let’s see what
the landlord gets. At 5% per year appreciation, the
landlord sells the building in 15 years for $1.3 million.
After paying out the tenants’ equity share ($432,000),
the landlord still gets $868,000 in profit!
It’s Clear: Equity Sharing Is Fair and Reasonable

There’s many ways to calculate and implement
equity sharing. What’s very clear from the examples
above is that the concept is very reasonable even if
implemented in the current system of housing for
profit. It’s only when the rent-to-equity percentage
exceeds 90% of rent going to equity can a landlord
even begin to complain (and only then because at 90%
a landlord’s profit is reasonable, rather than obscenely
high. Certainly when the rent-to-equity percentage is
in the neighborhood of 25% a landlord can payout the
equity, barely realize it and still make an obscene
profit. And, if equity payout is tied to the sale of the
building, where the landlord is getting cash in before
paying any out, then there’s no argument that paying
the equity would be any form of hardship.

These proposals, though, would make a huge
difference in the lives of tenants. In many cases,
tenants can simply take title to their apartment as their
equity (rather than cash). Or, if they take cash, tenants
are certainly getting a sum which would actually allow
them to buy.

What is really demonstrated here by seeing how
easily equity sharing can work while barely denting a
landlord’s profits is that the real estate industry has a
huge scam going whereby tenants purchase the capital
investment (the land and building), pay for its upkeep
and taxes (rents) and the improvements (capital im-
provement rent increases) and in the end the landlord
pays absolutely nothing to acquire a (typically) mil-
lion dollar asset. That tenants get absolutely nothing
is shown to be outrageously unfair.



I WANT TO JOIN THE SFTU!
NAME:_________________________________________________________________________

ADDRESS______________________________________________ ZIP:_________ DISTRICT: _____
PHONE: (H)__________________(W)_______________________ E-MAIL: __________________________

LANDLORD’S NAME:__________________________________DATE MOVED IN:  ______________
# OF UNITS IN BLDG:_______  # OF BEDROOMS IN UNIT:_______  CURRENT RENT:__________

1 YEAR:      $55 HOUSEHOLD         $40 REGULAR          $75 SUSTAINER       $25 LOW INCOME
2 YEARS:        $100 HOUSEHOLD            $75 REGULAR            $140 SUSTAINER        $45 LOW INCOME

MAIL WITH YOUR CHECK TO: SFTU, 558 CAPP ST., SF, CA,  94110
WE WILL MAIL BACK YOUR HANDBOOK AND THE MEMBER PHONE NUMBER
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District 10 (Bayview and Potrero Hill)
Sup. Sophie Maxwell
  (415) 554-7670 - voice
  (415) 554-7674 - fax
  Sophie_Maxwell@ci.sf.ca.us

On the Cover:

The SF Print Collective

The San Francisco Print Collective (SFPC) is a loosely
organized group of silk-screen artists who print at the
Mission Cultural Center. The SFPC produces and
posts artwork to raise awareness about gentrification
and displacement in the Mission. The SFPC is cur-
rently twenty-two artists and growing—as young as
eighteen and as old as sixty-four, of varying reputa-
tion, color, and social background. San Francisco
needs more socially and politically minded artists that
are willing to use their talent to bring important issues
to the public’s attention. The SFPC supports the
Mission Anti-displacement Coalition (MAC) in its
efforts to organize local residents to fight against
displacement.  Anyone interested in joining is wel-
come.

For more information about the SFPC, please send an
e-mail to sfprintcollective@yahoo.com.

Tenants Union members, led by 7 1/2 year old Geneva Lovett, at the LGBT Pride
Parade. The theme of the TU contingent was “Spank Your Landlord.”

TIC continued from page 1

TICs Now Regulated As Condos

Principal Place of Residency Now

A Requirement For Rent Control
As part of their campaign to chip away at Rent

Control, landlords have succeeded in getting the land-
lord-dominated Rent Board to remove rent control
from tenants whose apartment was not their “principal
place of residency.” Landlords sold it as targeting only
a small number of wealthy tenants who had homes
elsewhere and an apartment in the city they used
infrequently.

Of course the reality is that the language was
written very broadly to cast a wide net which is being
used to remove rent control in a widespread manner.
One of the first cases involved a tenant undergoing
chemotherapy treat for cancer who stays with her
daughter while recuperating from the debilitating che-
motherapy sessions. Another involved a recent immi-
grant from Colombia who is losing her rent control as
a result of a visit to Colombia to visit her family.
Tenants whose jobs have them traveling, or who take
vacations longer than what the landlords determine id
reasonable, are in particular danger.

The regulation was written so onerously that it
applies retroactively and landlords can get an expe-
dited decision on the removal of rent control. This last

provision was specifically sought by landlords so that
they can quickly remove rent control from a tenant who
is away for even a short time by getting the rent control
removed while a tenant is out of town and unable to
attend the hearing (or even know about the hearing)
and contest the landlord’s facts (lies).

Any tenants who lose their rent control due to this
regulation are strongly urged to sue the Rent Board as
the Commission clearly does not have the authority to
decide who gets rent control and who doesn’t (that can
only be decided via the rent control law which can only
be changed by the voters or Supervisors).

The language of the new regulation defines what
is a “tenant in occupancy.” Tenants who do not meet
the definition do not get rent control (or will lose their
rent control). The language essentially says that the
apartment be the tenant©s "usual place of return."

Absence from an apartment for specific reasons—
such as being in the hospital—are defenses against
rent control loss but are not absolute defenses. Also, the
list of defenses is very narrow and does not include, for
example, caring for someone in a hospital.

filing a “final map.”  Various requirements are
imposed on the landlord (called a “subdivider” at
this point) and the city can halt the process if these
are not met. This whole process takes about a year.
The tenants can only be evicted and the units sold
only after the final map is filed. Once the landlord
has filed the final map, only then can tenants be
evicted (under rent control just cause 37.9(a)(9),
condo conversion). The tenant protections here
are:

The units must first be offered to the tenants
living in them at the initial sale price. The landlord
can set the initial price but can not raise it (e.g., if
some potential buyer offers $20,000 more the land-
lord cannot require the tenant to match that).

 If senior (over age 62) or disabled tenants do
not want to buy, they must get a lifetime lease.

 Any other tenants who do not want to buy get
an option of relocation benefits or a 1 year lease.

Tenants Now Facing Evictions
The legislation took effect this summer. Sell-

ing a unit as a TIC is now illegal unless a landlord
has gone through the condo conversion subdivision
process first (see above). A landlord who is cur-
rently evicting can go ahead and evict tenants
anyway but buildings which have been Ellised or
emptied of tenants will be impossible to convert as
will any building which is not owner occupied now
and for the past 3 years (by the same owner).
Landlords who choose to continue on with the
eviction process and who are not able to sell the
units by the legislation’s effective date will have
limited abilities to do anything with the building
empty of tenants. Other uses besides TICs would be
difficult for the landlord (e.g., converting to com-
mercial use would be near impossible and merging
the units into a single family home is difficult and
sometimes impossible).

If Landlords Try To Sell Units Illegally
Some realtors will try to sell the units as

“NERO” (standing for “no exclusive right of occu-
pancy” which is the kicker for what makes TICs
condos). A NERO TIC would be illegal except for
when people lived in a building communally. The
“exclusive right of occupancy” which makes a TIC
a condo means that the buyer has sole use and rights
to a particular apartment and the exclusive right
can be oral, in writing or implied. Realtors tried
this approach on a limited basis during last year’s
Prop N (which was similar and which had a retro-
active date) without much success. The NERO
disclaimer was used mostly to shield the realtors
from liability from the buyers while the potential
buyers realized they would have much liability and
a clouded title, at best, and no title, at worst.
Buildings where tenants have all been evicted
already will probably be the ones which the realtors
will try to sell as NERO TICs. If a realtor sells a
building illegally as a NERO TIC, there are a
number of recourses:

 Any tenants evicted can sue for triple damages
under the condo conversion law.  It is a criminal
misdemeanor to sell such units. Complaints can be
filed against the seller and realtor with the Depart-
ment of Real Estate for illegal subdivision activi-
ties.  If realtors try this approach, the Tenants
Union will organize pickets (to inform and deter
buyers) and try to force prosecution of the violators.
Conversions by Tenants Buying Their Own Units

If tenants residing in a building for one or more
years want to buy their own units, there is a separate
process which they will go through (and a separate
lottery process).

One hundred percent of the tenants in at least
half of the units must want to buy their own units,
and the landlord must agree to sell the units to the

tenants. These tenants must actually purchase their
units (tenants buying their own units are allowed to
be TICs while converting to condos).  Tenants must
have resided in their units for at least one year.
Tenants in at least one unit must be at “median”
income or less.

Process
If the eligibility criteria above are met, the

landlord and tenants can apply for conversion gen-
erally pursuant to the same criteria as in conver-
sions by landlords (above) with a few modifications:

 The tenant purchase lottery consists of a sepa-
rate 200 units reserved only for tenants buying their
own units. If these 200 units are utilized, then
tenants buying their own units will automatically
get up to 40 of the units in the generic (landlord
conversion) lottery.

 Tenants who do not want to purchase their
units must get lifetime leases.


