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BACKGROUND
City Council Meetings
• October 19, 2020 – requested staff bring options to provide
rental relief for a defined period of time for our City tenants.
• March 1, 2021 – approved program qualifications and Option C
(rent forgiveness for active and non-operational non-profit
tenants)
• Direct the Policy and Service Committee to review a rent
forgiveness program for qualified City tenants
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CONSIDERATIONS FOR PROGRAM
Overview
• Program costs not-to-exceed the $744,000 COVID-19 Council
Reserve
• Up to $203,000 has been approved for non-profits
• $744,000 - $203,000 = $541,000
• Excluded operational tenants who were not impacted by
closures related to the Public Health Order such as cell towers
and ground lease tenants.
• Removed the $2.5M gross revenue restriction
• Active in the City of Palo Alto Business Registry
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QUALIFICATIONS
Recommended:
1.

The rent forgiveness program is available to tenants that have satisfied all responsibilities under their existing rental
agreement, have no outstanding delinquencies for any payments due prior to April 1, 2020, and are current tenants as of the
date of the application.

2.

Tenants must be active in the City of Palo Alto Business Registry.

3.

Tenants must cite section(s) of the County’s Public Health Orders that restricted tenant’s operations.

4.

Rent must be over $100 per month including operating expenses.

5.

Tenants will be required to complete a form describing their impact from the COVID-19 pandemic and provide financial
statements demonstrating the amount of reduced business revenue.

6.

The business must provide an income statement demonstrating a decline in gross revenue during the first half of 2020 of at
least 50% compared to the same period in 2019.

7.

If a qualified tenant paid rent during the forgiveness period instead of deferring, the rent may qualify as credits to be used for
rent owed in the following three months subject to an approved lease amendment.

8.

Tenants that meet all qualifications will be required to enter into a lease amendment to the lease, subject to City Manager
approval.
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OPTIONS
Rent Forgiveness Options to Consider
Option 1 –
Rent Forgiveness using a pro rata share
approach
Option 2 –
Rent Forgiveness using a COVID-19 impact
approach
Option 3 –
No Rent Forgiveness

Estimated
Impact Cost

Time Covered

Up to $541,000* Up to 3 months
Up to $541,000* Up to 3 months
$0

N/A

* The cost could be more if the actual cost of Option C approved from the March 1, 2021 is less than $203,000.
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OPTIONS (cont.)
Pro
• Allow for an equitable distribution of
Option
rent forgiveness to all qualified tenants
1
• Methodology is simple calculation;
quickest option to implement
Option
2

• Thorough process of reviewing financial
statements throughout 2020 and
impacts specific

Con
• Does not specifically measure impacts of
COVID-19 on tenants and provide
funding proportional to that
• Time consuming process and data
intensive for review
• Will likely delay timing for distribution

• Significant delay in availability of timing
• Eviction moratorium through June 30,
of support for tenants
2021
Option
• Allows time to develop a robust program • Minimal support to tenants, in conflict
3
with encouragement of landlords to
and/or eliminates financial impacts on
partner with tenants
City funds
6

COUNCIL RECOMMENDATION
Staff recommends that the Policy & Services Committee recommend to the City
Council for consideration the creation of a rent forgiveness program for City tenants
who were not forgiven three months of rent by City Council on March 1, 2021 (nonprofit tenants), for up to three months and not to exceed $50,000 per tenant.
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