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Berkeley

Tax proposed on rentals

The proceeds from
‘windfall profits’would
boost low-cost housing

By Judith Scherr

Correspondent

BERKELEY — Former
housing director Stephen
Barton is proposing a tax
on large rental property
owners’ “windfall profits”
to fund housing for low-in-
come residents.

Landlord profit “is going
up based on the value the
public has created,” Barton
said, pointing to city parks,
schools, BART and the uni-
versity as amenities attract-
ing people to Berkeley.

Since property values
come from public invest-
ment, the public is entitled
“to recapture some of that
publicly created value,”
Barton said at a Tuesday
City Council work session.

The proposal Barton
wrote with Councilmen
Jesse Arreguin and Laurie
Capitelli and a group of af-
fordable housing profes-
sionals would raise business
license taxes for large rental
property owners.
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Housing Coalition Executive
Director Krista Gulbran-
sen, whose organization
represents rental property
owners, said while BRHC
supports affordable hous-
ing, the burden of funding
it should be spread among
rental, residential and com-
mercial property owners.

Rental property owners
“are certainly not the only
ones benefiting from the
growth of the economy,”
she said. “This is a commu-
nity problem that needs a
community solution.”

Tax measures directing
funds to specific uses must
be approved by two-thirds
of Berkeley voters. The
council will craft the mea-
sure in the coming months
and decide whether to place
it on the ballot.

The public can also place
the measure on the ballot
through the initiative pro-
cess.

Barton presented two
tax rates. One would raise
business license taxes for
residential rental proper-
ties with three or more units
from about 1.1 percent of
gross receipts to about 2.9
percent, yielding about $4
million annually and cost-
ing the average vprovertv

owner about $30 per unit
per month.

Alternatively,  raising
the tax rate to 3.8 percent
would yield $6 million annu-
ally, costing about $45 per
unit each month.

Satellite Affordable
Housing Associates Execu-
tive Director Susan Fried-
land said $4 million annually
would mean construction of
40 to 50 affordable units ev-
ery year given that nonprofit
housing developers must
get about 25 percent of their
funding from local sources
to leverage other funds.

Barton proposed a num-
ber of exemptions, includ-
ing one- and two-unit and
nonprofit-owned properties;
rent-controlled  properties
with pre-1999 tenants (be-
fore vacancy decontrol al-
lowed landlords to set rents
of rent-controlled units as
high as the market will bear
when units are vacated);
low-and-moderate  income
landlords; and units with
federally subsidized tenants.

He also suggested con-
struction exemptions for
10 years to encourage new
housing construction.

Berkeley’s rent control
law prevents tax increases
from being passed on to ten-

ants. And landlords whose
units aren’t subject to rent
control, Barton said, will
not raise rents more than
the market will bear.

Gulbransen contended
Barton’s proposal would
overburden rental property
owners, resulting in poorly
maintained properties.

She offered two alterna-
tives. One would tax com-
mercial and rental prop-
erty owners at 8 cents per
square foot, yielding about
$1.9 million, and taxing resi-
dential owners at 3 cents
per square foot, yielding
about $1.8 million.

Gulbransen’s other al-
ternative was raising busi-
ness license taxes to 1.5 per-
cent for rental housing and
commercial owners, rather
than Barton’s proposed 2.9
percent for rental housing
owners.

Proposals to fund af-
fordable housing will be
discussed at 2 p.m. Sunday
at the Berkeley Arts Fes-
tival, 2133 University Ave.
at a teach-in sponsored by
the Berkeley Progressive
Alliance, the Berkeley Ten-
ants Union, the Berkeley
NAACP, the UC Berkeley
Black Student Union and
others.
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