SENATE BILL REPORT
SB 5435

Asof January 26, 2023

Title: An act relating to residential rent increases under the residential landlord-tenant act and
the manufactured/mobile home landlord-tenant act.

Brief Description: Concerning residential rent increases under the residential landlord-tenant
act and the manufactured/mobile home landlord-tenant act.

Sponsors:. Senators Trudeau, Saldafia, Frame, Hunt, Keiser, Kuderer, Lovelett, Nguyen,
Robinson, Stanford and Wilson, C..

Brief History:
Committee Activity: Housing: 1/27/23.

Brief Summary of Bill

» Prohibits, with certain exemptions, a landlord from increasing the rent
for a tenancy subject to the Residential Landlord-Tenant Act or the
Manufactured/Mobile Home Landlord-Tenant Act during the first 12
months after a tenancy begins, and, during any 12-month period, in an
amount greater than the rate of inflation as measured by the consumer
price index or 3 percent, whichever is greater, up to a maximum of 7
percent above the existing rent.

» Creates a cause of action against landlords for tenants who are charged
and pay rent that exceeds the rent increase limit to recover damages and
attorneys' fees and costs.

SENATE COMMITTEE ON HOUSING
Staff: Riley Benge (786-7316)

Background: Residential Landlord-Tenant Act. The Residentia Landlord-Tenant Act

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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(RLTA) regulates the creation of residential tenancies and the relationship between
landlords and tenants of residential dwelling units. The RLTA establishes rights and duties
of both tenants and landlords, procedures for the parties to enforce their rights, how and
when atenancy expires or may be ended, and remedies for violations of the RLTA.

Notice of a Rent Increase. Except for rental agreements governing subsidized tenancies, a
landlord is generally required to provide each affected tenant a minimum of 60 days prior
written notice of an increase in the amount of rent. Any increase in the amount of rent may
not become effective before completion of the term of the rental agreement.

For subsidized tenancies where the rental amount is based on the income of the tenant or
circumstances specific to the subsidized household, a landlord must provide each affected
tenant at least 30 days prior written notice of an increase in the amount of rent. An increase
in the amount of rent may become effective at the end of the rental term or sooner upon
mutual consent.

Manufactured/Mobile Home Landlord-Tenant Act. The Manufactured/Mobile Home
Landlord-Tenant Act (MHLTA) regulates the relationship between the owner of a
manufactured/mobile home community (landlord) and the owner of the manufactured or
mobile home (tenant). The act specifies what must be in the rental agreement before a
tenant moves in, the responsibilities of the landlord and the tenant, and provides a dispute
resolution program through the Attorney General's Office.

Notice of a Rent Increase. A rental agreement between a landlord and a tenant may not
contain any provision which allows the landlord to alter the due date for rent payments or
increase the rent during the term of the rental agreement if the term is less than two years, or
more frequently than annually if the initial term is for two years or more. A renta
agreement for a term exceeding two years may provide annual increases in rent in specified
amounts or by a formula specified in such agreement.

A landlord seeking to increase the rent upon the expiration of the term of arental agreement
must notify the tenant in writing three months prior to the effective date of the rent increase.

Any rent increase that occurs within the closure notice period for a change of l1and use of the
mobile home park may not be more than one percentage point above the United States
consumer price index (CPI) for all urban consumers, housing component, published by the
United States Bureau of Labor Statistics in the periodical "Monthly Labor Review and
Handbook of Labor Statistics' established annually by the United States Department of
Commerce.

Summary of Bill: Rent Increase Limit. Unless an exemption applies, a landlord is
prohibited from increasing the rent for a tenancy subject to the RLTA or the MHLTA
during the first 12 months after a tenancy begins and, during any 12-month period, in an
amount greater than the rate of inflation as measured by the CPI or 3 percent, whichever is
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greater, up to amaximum of 7 percent above the existing rent.

The Department of Commerce (Commerce) must calculate and publish the maximum
annua rent increase percentage (rent increase limit) allowed for each calendar year
beginning on September 30, 2023, and annually thereafter. The rate of inflation as measured
by consumer price index means the September, 12-month percent change in the CPI for all
urban consumers (CPI-U), west region, all times, not seasonally adjusted, or a successor
index, published each September by the United States Department of Labor, Bureau of
Labor Statistics.

Exemptions from the Rent Increase Limit. A landlord may increase rent in an amount
greater than the rent increase limit under certain exemptions from the rent increase limit.
Exemptions apply to new buildings and publicly funded properties. Exemptions are aso
available in certain cases where the landlord paid for improvements to the property, is
experiencing significant hardship, or participates in the banked capacity program operated
by Commerce.

New Buildings. If the first certificate of occupancy for the dwelling unit was issued ten or
less years before the date of the notice of the rent increase, rent increases for the dwelling
unit are not subject to the rent increase limit. This exemption does not apply to
manufactured/mobile home lots.

Publicly Funded Properties. If the tenancy is in a federally funded property owned or
operated by a public housing authority, or in a property funded through a state housing
assistance program, rent increases during the tenancy are not subject to the rent increase
limit.

Improvements to the Property. If the landlord has paid for improvements, not including
basic maintenance, to the dwelling unit or common areas of the rental property for which
the costs or the tenant's proportional share of the costs were greater than an amount equal to
four months' rent, and the improvements were made during the 12 months immediately
preceding the rent increase notice, the landlord may increase rent up to 7 percent, or 4
percent plus the maximum allowable annual rent increase percentage allowed for the
calendar year.

Sgnificant Hardship. If alandlord is experiencing significant hardship complying with the
maximum annual rent increase percentage for the current calendar year due to a disparity
between the local costs for providing housing and the statewide costs for providing housing,
the landlord may request that Commerce issue a significant hardship exemption and
approve an aternate maximum annual rent increase percentage consistent with the
increased local costs for providing housing.

Commerce must adopt rules to establish a process to review landlord requests for individual
hardship exemptions. When issuing hardship exemptions, Commerce must consider
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evidence of the landlord's hardship; the landlord's actual costs for providing housing; and
the local and statewide costs for maintenance, operating expenses, and property taxes.

Commerce must issue a letter to the landlord describing its findings and the reasons for its
decision to grant or deny the request. The landlord must attach this letter to a rent increase
notice.

Banked Capacity Program. If a landlord participates in the Banked Capacity Program
administered by Commerce, the landlord may increase the rent above the maximum annual
rent increase percentage by an additional 3 percent for each year the landlord has banked

capacity.

Under the Banked Capacity Program, if alandlord does not increase the rent in a 12-month
period, the landlord may choose to bank the rent increase capacity for future years. Within
certain limitations, for each preceding year since the last increase in rent, the landlord may
increase rent by an additional 3 percent. A landlord who participates in the banked capacity
program must provide an annual notice to current and prospective tenants of the total
banked capacity and possible future rent increases. A landlord forfeits their right to claim
banked capacity if they fail to properly deliver notice to the tenant.

Commerce must adopt rules to implement the Banked Capacity Program and establish a
process to document when a landlord decides to bank capacity. Commerce must also make
information about the Banked Capacity Program available on its website, including a
method for a tenant to verify their landlord's participation in the program and the amount of
total banked capacity for their dwelling unit or mobile home lot.

Limitations on Banked Capacity. The landlord's ability to use banked capacity is limited in
certain circumstances.

If atenant is evicted, or if atenant leaves after an eviction has been initiated, for any new
rental agreement entered into within 12 months of the termination of the prior tenancy, the
amount of rent that a landlord may charge a new tenant is limited to the previous tenant's
rent plus any banked capacity that was accrued under the prior tenancy, unless another
exemption to the rent increase limit applies.

If a tenant voluntarily moves out, the amount of rent that a landlord may charge a new
tenant is not limited by the rent increase limit or any banked capacity. However, if the
landlord increases the rent for the new tenant beyond the previous tenant's rent, any banked
capacity is lost. If the landlord chooses not to increase the rent for the new tenant, the
landlord may retain any banked capacity that accrued under the prior tenancy.

If anew owner buys a property and takes over alease, the new owner may not increase rent

for existing tenants beyond the amount that the previous landlord would have been allowed
to increase rent, unless another exemption to the rent increase limit applies. The former

Senate Bill Report -4- SB 5435



landlord's banked capacity may be transferred as part of a property sae.

Notice of a Rent Increase. A landlord must provide annual notice to current and prospective
tenants of rent increases, possible future rent increases, banked capacity, and tenants' rights
regarding rent increases. If alandlord claims an exemption from the rent increase limit, the
landlord must include facts supporting the exemption in the notice of arent increase.

Remedies. A tenant who is charged and pays rent in excess of the rent increase limit has a
cause of action against the landlord to recover actual damages in the amount of the excess
rent paid, mandatory punitive damages equal to three months of the higher rent paid by the
tenant, and reasonable attorneys fees and costs incurred in bringing the action.
Appropriation: None.

Fiscal Note: Requested on January 23, 2023.

Creates Committee/Commission/Task Forcethat includes L egislative members: No.

Effective Date: The bill contains an emergency clause and takes effect immediately.
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