March 28, 2023

Submitted via OLIS

Chair Kayse Jama

Oregon House Committee on Housing and Development
Oregon State Capitol

900 Court Street, NE

Salem, Or 97301

Re: SB 611-2 Amendments; Testimony in Opposition by Pahlisch Commercial, Inc

Dear Chair Jama and Members of the Committee;

['am the founder of Pahlisch Commercial, Inc(“PCI”). PCI has been building and managing
apartment projects in Oregon for seven years. As of today, PHI has nine projects in Central
Oregon and the Portland metropolitan area, either in operation or in the planning stage and
containing over 2000 dwelling units. Our projects, in conjunction with many other apartment
projects by other builders in Oregon, will help meet the Governor’s goal of 36,000 annual
housing units. However, PHI and other builders cannot do their part to meet Oregon’s housing
needs if they cannot be assured of adequate returns on their investment in order to construct and
maintain these dwelling units.

PHI opposes SB 611-2 because it will make it much harder to build and maintain apartment
projects and will harm Oregon’s tenants by reducing the number of apartment projects in
Oregon.

SB 611-2 adds to the burden imposed by SB 608 enacted in 2019 by further limiting the
allowable rent increases for residential properties and modifies the amount due upon tenancy
termination in specified cases.

More limitations on what landlords can charge discourages housing supply and ultimately makes
it harder for tenants to find the housing they want. Limiting housing supply never decreases
housing costs, as we have leamed from our recent experience in the statewide housing market.

The city of St Paul, Minnesota has recent experience with a rent control ordinance. Despite being
enacted by the electorate, the St. Paul City Council quickly modified the law because of its
dramatically negative impacts on the city’s housing supply; residential permits plunged after
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enactment of the rent control ordinance. I have enclosed two articles on St. Paul’s experience
with rent control,

[ ask that the Committee NOT recommend passage of SB 611-2 because it will harm Oregon’s
apartment supply and the very persons it seeks to aid.

Very truly yours,

DOl

Dennis Pahlisch,

Founder

Pahlisch Commercial, Inc

210 SW Wilson Avenue, Suite 100
Bend, Or 97702

Enclosures
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Minnesota Now

St. Paul rolls back part of its new rent control policy
Tim Nelson and Ellen Finn  September 29, 2022 1:54 PM

Union Flats, 787 N. Hampden Ave. in St. Paul, owned by Dominium, is pictured on July 19. It's one of lwo apartment complexes in St. Paul where residents are
challenging an eight percent rent increase, under the city's new rent cantrol ordinance.  Tim Nelson | MPR News

St. Paul’s city council has voted 5-2 to roll back parts of its rent control
policy that was put in place less than five months ago. The details of the
rent control policy made it one of the most stringent of its kind in the
country.

The new amendments to the policy, which were passed last week, mean
that now, low income housing and newly constructed buildings are
exempt from the three percent cap on annual rent increase. Max
Nesterak has been following this story closely. He’s deputy editor of the
Minnesota Reformer.

h(tps://www.mprnews.org/episode/2022/09/2lel—paul-rolls—back-part-of-ils-new-rent-contrul-policy
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Use the audio player above to listen to the full conversation.

Subscribe to the Minnesota Now podcast on Apple Podcasts, Google
Podcasts, Spotify or wherever you get your podcasts.

We attempt to make transcripts for Minnesata Now available the next
business day after a broadcast. When ready they will appear here.

MPR News is Member Supported

What does that mean? The news, analysis and community conversation found
here is funded by donatlons from individuals. Make a gift of any amount today
to support this resource for everyone.

Audio transcript

{MUSIC PLAYING] TIM NELSON: It's Minnesota Now. And I'm Tim Nelson. One of
the big stories we've been following at MPR News, St. Paul city council has voted
five to two to roll back parts of its rent control policy that was put in place less
than five months ago. The details of the rent control policy made it one of the
most stringent of its kind in the country.

The changes to the policy, which were passed last week, mean that now many
buildings are exempt from a limit on rent increases. Max Nesterak has been
following the story closely. He's deputy editor of the Minnesota Reformer. And he
joins me now. Max, welcome back to Minnesota Now.

MAX NESTERAK; Thanke so much for having me on, Tim.

TIM NELSON: So let's start at the beginning here. When voters went to the polls
last November, this passed wich a 53% yes vote. What did they actually approve?

MAX NESTERAK: So voters in St. Paul approved one of the most stringent rent
control ordinances in the country, as you said. They approved rent control at 3%
annual increases for all units across the city no matter when the property was
built, no matter how big the property is, and even when tenants move out. So if a
tenant moves out, a new tenant moves in, the 3% annual increase cap stayed. And
80 this universal approach without any other carve-outs was unique from other
rent control policies across the city or across the country.

TIM NELSON: And | know that brought some criticism right away. Who was
bringing that criticism? And what did they say?

MAX NESTERAK: Well, there was a lot of criticism from developers and even many
in the so-called YIMBY movement, the yes, in my backyard, who argue that you
need ta build more supply. And that's really the way you bring down rent prices or
at least stabilize rent increases.

They say a policy like this that doesn't exempt new construction which every
other state or city with rent control does, it would just crater development and
that developers just wouldn't come in. They wouldn't be able Lo find investars to
back their projects. And so you would end up exacerbating an affordable housing

https:l/www.mprnews.orgleplsodelZ022/09/29/st-pauI-mlls-back—parl-of-ils-new-rent-control-policy
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shortage by cutting off new supply when demand is growing and supply is already
so short.

TIM NELSON: And it looked like the city had some numbers on that actually. Do
you know what they were?

MAX NESTERAK: 1 do, Let me let me pull them up here. In the report, it's kind of
difficult to say everybody's trying to figure out what's going on because we
haven't had-- not a lot of time has actually passed since this was approved in
November. We have about a year, It didn't go into effect until May.

But what we do sec is stark. A city staff told the St. Psul city council that rental
construction permits were up about 30% across the twin cities metro. But it was
the reverse for St. Paul in 2022. It was--

TIM NELSON: It was down.

MAX NESTERAK: --down 30%. Right, So it seems like what everyone warned or
what a lot of peaple warned going into this policy, that new construction would
halt, seemed to materialize,

TIM NELSON: Now, St. Paul Mayor Melvin Carter initially endorsed this but
almost immediately set up this advisory panel and then told them from the get-go
that he wanted to see exemptions for new construction, including retroactive
exemptions. And now the city has followed with their own changes. What do
these mean for renters and landlords?

MAX NESTERAK: Right. So Mayor Melvin Carter came out with, | would call it a
pretey tepid endorsement of the policy. He made his endorsement on Twitter less
than a month before the election last October and said he's voting yes on rent
stabilization. But he said, quote, "Not because the policy is flawless as drafted--
we can and must make it better quickly-- but because it is a start,”

So even in his endorsement, he said, "I'm not endorsing the policy as it's written. I
think it needs to change.” And about right out of the gate, as you mentioned, he
said, he wanted to see an exemption for new construction because he was hearing
so much feedback from developers that investors had pulled out.

Investors could be hedge funds, but they could also be pension funds, union
pension funds, teachers pension funds, big investors, And they can take their
money anywhere in the country. And if they see that there's just too much risk in
St. Paul or there's less risk clsewhere, they're going to go there, And that's what
developers say happened.

TIM NELSON: So what did they actually approve? What are these exemptions?
And what do they mean for people who live in rental housing?

MAX NESTERAK: Right. So as you alluded to at the top, the changes that the city
council approved and that the mayor signed off on really changed this policy from
being one of the most stringent in the country to something else entirely. There is
an exemption for new construction for up to 20 years, There's an exemption for
affordable all affordable housing,

There is some vacancy decontrol, I hate to use that term. But that means when a
tenant moves out, the landlord is able to raise rent 8% plus inflation, Developers
and landlords were calling for there to be no restriction on how much they can
raige rent when a tenant moves out. The compromise was 8% plus inflation, And
the city council has also explicitly stated that inflation is a reason to get an

https:I/www.mprnews.org/episod312022/09/29/sl-pauI-rolls-back-part-of—lts-new—rent-control-policy 35
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exemption.

1should say this policy was written by activists and passed by citizens without the
input from the council. Actually, a majority of the council membera did not
support this ordinance as written and approved by voters. And the people who
wrote the ordinance chose 3% because they were looking back at the past 20
years. And they say, well, the average has been about 3%, so we think that's a
reasonable cap on rent increases. Well, you know the story. What happened next
was we've seen inflation reached the highest it's been in 40 years.

TIM NELSON: I've seen some renters actually appealing their rent increases
already and being turned back even before this change happened. What's
happening there?

MAX NESTERAK; Right. So this process does give renters an avenue to appeal the
rent hike. But I'm not aware of the city finding in any renter's favor yet. There's
still a lot of appeals coming in. But for the most part, every landlord that has
applied for an exemption to the 3% cap has had it approved.

TIM NELSON: Last question here. 1 imagine in Minneapolis where voters
authorized but didn't really detail rent control, they're watching this precty
carefully. What's the status over there?

MAX NESTERAK: So the workgroup just started meeting. A workgroup made up of
developers, landlords, and renters just started meeting. They'll meet through the
end of the year and come up with a report to present to the city council and the
mayor on what they think kind of policy that city should pursue.

TIM NELSON: And what's the process there? How will that actually happen?

MAX NESTERAK: Right. So the workgroup will present its report to city leaders. |
should note that it seems activists with all the turmoil and discussions that go on
fn St. Paul, thuy're hulding fast that they thluk diey want 1 pulicy Giat applies o
new construction, that doesn't exempt affordable housing, that holds down rents
at about 3% increase a year.

The city council will have to vote and decide. And after that, it's likely that the
policy will again go back before voters for ratification. And that's because the state
of Minnesota, a city is not allowed to pass rent contro), unless approved by a
majority of voters in a general election,

TIM NELSON: Very good. Thank you so much.

MAX NESTERAK: Thanks for having me on.

TIM NELSON: Max Nesterak is deputy editor of the Minnesota Reformer.

Download transcript (PDF)
Transcription services provided by 3Play Media.

® 2023 Minnesota Public Radlo. All rights reserved.
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OPINIONREVIEW & OUTLOOK
St. Paul Regrets Rent Control

The City Council does damage control after builders flee.

By The Editorial Board

Oct.3,20226:30 pm ET
Rent control is among the dumbest policies known to man, but cities keep trying it. St. Paul,

Minn,, is the latest to discover this universal truth, though not before significant damage was

done.

Voters passed a ballot measure last November imposing a 3% cap on annual rent increases.
The result was that builders shunned the city, and the City Council has responded by voting
late last month to create new exceptions to the cap.

Effective Jan. 1, there will be a 20-year rent-control exemption for new residential properties
and some apartments that participate in government affordable-housing programs. After a
tenant leaves or is evicted with just cause, landlords will be able to raise rent by 8% plus

inflation.

Property owners can also apply to St. Paul for an exemption to the 3% rent cap if their
property taxes go up or if there are “unavoidable increases” in maintenance and operating
costs, including increases owing to inflation. But the City Council also restricted landlords
from passing along new utility charges to tenants as a way to offset the rent caps.

Score half a point for the persuasive power of economic reality. The City Council noted in its
reform bill that, “according to data from the Department of Housing and Urban Development,
there have been only two hundred (200) residential building permits in Saint Paul through
April of 2022, compared to 1,391 at the same point in 2021.” Imagine that.

Mercatus Center senior research fellow Salim Furth has also found that multifamily
permitting surged in Minneapolis after its twin city passed rent control. Developers have a
choice of where to build, and St. Paul gave them little incentive to invest there.,

hitps://ivww.ws| .comlarticleslsl—peul-regrels-rent—comrol-city-councll-minneeota-housing—1 1664827614 12
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The City Council’s reforms treat the old rent-control ordinance as merely too much of an
acceptable policy. But rent control is destructive because it reduces the supply of housing,
especially for low-income households. The city’s reforms are a wink at this economic reality,
but repeal would have been better.
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Appeared in the October 4, 2022, print edition as ’St. Paul Regrets Rent Control’.
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