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INTRODUCTION
On April 23, 2014, Plaintiffs CITY AND COUNTY OF SAN FRANCISCO and THE PEOPLE

OF THE STATE OF CALIFORNIA, by and through, Dennis J. Herrera, City Attorney, (“Plaintiffs™)
sued Defendants DARREN LEE and VALERIE LEE (“Defendants™) for converting residential units into
short-term rental hotels in violation of the San Francisco Planning Code and various zoning regulations.
The Parties settled the case on April 28, 2015. The settlement included a five-year Stipulated Permanent
Injunction (“Injunction”) forbidding illegal short-term rentals at any San Francisco property managed
and/or owned, in full or in part, by Defendants. The specific properties were listed on Exhibit C to the
Injunction. The Injunction does not expire until April 28, 2020. Defendants timely paid the money, but
apparently never intended to comply with the Injunction’s prohibitions on their highly profitable but
illegal short-term rentals. Instead, Defendants engaged friends and family to act as surrogates - to create
host accounts on AirBnB and to short-term rent the properties. Defendants wrongly believed that if the
short-term rentals were discovered, they would avoid further liability by feigning ignorance of the rentals
and blaming it on their surrogates. After a nearly 2-year investigation, it is now clear that in just the first
11 months of the Injunction, Defendants committed more than 5,000 violations of the Injunction - booked
more than $900,000 in short-term rentals, and generated more than $700,000 in actual, illicit profits.
Plaintiffs hereby move to enforce the Injunction against Defendants as to their violations of the
Injunction from May 2015 to April 2016. Plaintiffs seek civil penalties, attorneys’ fees and costs, and

modifications to the Injunction.
STATEMENT OF FACTS
I THE INJUNCTION

On April 23, 2014, Plaintiffs filed a lawsuit against DARREN LEE and VALERIE LEE, and
others, for illegal short term rentals in violation of the San Francisco Planning Code and California
Business and Professions Code sections 17200-17210. (See Declaration of Deputy City Attorney
Michael Weiss in Support of Plaintiffs’ Motion to Enforce Injunction (“Weiss Decl.”), §2.) The Parties
settled the case for civil penalties and attorneys’ fees and costs, and an Injunction, signed and entered
by this Court on May 4, 2015. (Weiss Decl., 3, Exh. A.) The Injunction was signed by DARREN
LEE and VALERIE LEE, who were personally served therewith on May 4, 2015. (Id., §3; See also,
Plaintiffs’ Request for Judicial Notice, filed concurrently herewith, (“RIN”) & Exhs. A and B thereto.)

1
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The main thrust of the Injunction prohibits Defendants from maintaining their San Francisco
properties as short-term rentals in violation of law. (Weiss Decl., §4.) A list of the affected San
Francisco properties is attached as an exhibit to the Injunction. (/d., §4, Exh. A.) The Injunction
provides this Court with jurisdiction for 5 years from April 28, 2015. (/d) The Injunction has not

been shortened, and remains in effect until at least April 28, 2020. (Id.)

Until 2015, when San Francisco Administrative Code section 41A was amended, all short-term

rentals of residential units were prohibited in San Francisco under the Planning Code. (See Declaration of

Adrian Putra in Support of Motion to Enforce Injunction, “Putra Decl.,” filed concurrently herewith, 93.)

The changes that took effect in 2015 allowed short-term rentals of residential units on certain conditions,

including the requirement that the property be registered on Short-Term Residential Rental Registry

(“Registry”) maintained by the Office of Short-Term Rentals (“OSTR”). (Putra Decl., 3; see RIN, Exh.

C.) Subsequent legislative modifications have been made, but the registration requirement has been in

effect since February 2015, and all relevant times. (Putra Decl., 3.)

II. STATUS OF DEFENDANTS’ COMPLIANCE WITH INJUNCTIVE TERMS

A. OSTR Took Administrative Action Against Defendants for Short-Term Rentals
between February 2016 and June 2016

On February 8, 2016, OSTR issued 9 Notices of Violation (“NOVs”) for illegal short-term
rentals at Defendants’ properties, and a 10th (for 439 Broderick) was issued on May 12, 2016. (Putra
Decl., §7; Exh A1-10.) Within hours of posting the NOVs, all the AirBnB listings for Defendants’
properties disappeared. (Id., §8.) On February 9, 2016, VALERIE LEE contacted OSTR about the
NOVs and claimed to be unaware of the short-term rental activity. (Id.,§9.) On March 9, 2016, she
requested an administrative hearing to contest and appeal the NOVs. (/d., §10; Exh. B.) On April 5
and May 5, 2016, VALERIE LEE and her attorney facilitated site inspections of 8 properties, during
which VALERIE LEE represented herself as the owner, had keys to all properties, and provided
access thereto. (Id., §11.) Each of the 8 properties inspected had been staged to appear as if a tenant
lived there, but it was obvious that it was a ruse. (/d., §11.) Every apartment had the same staging: the
same Costco food items scattered about, the same arrangement of dirty breakfast dishes in every
kitchen sink, same personal products in each bathroom, same damp towels artfully draped over doors

as though someone had recently showered, the same collection of shoes and clothes in closets, and

2
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same houseplants in each apartment. (Putra Decl., §11.) The apartments inspected were the same as
those shown in the photos on the AirBnB listings — same furniture, same layout, same cabinetry, same
light fixtures, and same appliances. (/d., 11.) Defendants also submitted six faux leases to create the
appearance that certain apartments were rented to genuine tenants, then positing that the tenants were
conducting unsanctioned illegal short-term rentals. (Weiss Decl., §7, Exh. B1-B6.) However, the
purported tenants were in fact Defendants’ friends, family, employees and/or associates merely posing
as tenants. (/d., Y8, 13, Exhs. C1-7, D, E1-6.)

After several continuances requested by Defendants, the administrative hearing finally took place
on June 9, 2016. (Putra Decl., J12.) At the hearing, VALERIE LEE falsely told the hearing officer that
she had no knowledge of the short-term rentals, that she had not received any income from AirBnB for
the short-term rentals, and, in a surprise twist, claimed to have no financial stake, control, or management
over the subject properties. (Putra Decl., 13, Exh. C.) In reality, Defendants well knew of the rentals,
received substantial income therefrom, and owned, controlled and managed the properties. (Weiss Decl.,
999, 13, 16-68, Exhs. A-O.) On July 25, 2016, OSTR issued a consolidated Notice of Decision, finding
the properties were unregistered and had in fact been illegally short-term rented on AirBnB between

February 2016 and June 2016, and imposed administrative penalties. (Putra Decl., §14; Exh. C.)
B. Plaintiffs’ Investigation Proceeds, with Delays

Meanwhile, Plaintiffs were investigating to determine the extensiveness of the short-term rentals,
to identify the bank accounts receiving rents, and to test Defendants’ representations that they were not
owners, not in control, and not aware of the short-term rentals. (Weiss Decl., §11.) Plaintiffs issued third
party subpoenas to AirBnB and later, to various banks. (/d.,911.) Responses to the subpoenas was slow
and halting, with some delays provoked by Defendants and their agents. (Id., §11.)

For example, in May 2016, Pui Fu, posing as a genuine tenant, filed a pro per motion to quash
Plaintiffs’ subpoena to AirBnB. (/d., 12.) In fact, Mr. Fu Pui Fu (aka Jason Fu) is a Lee-surrogate
who poses as a tenant, acts as an AirBnB host, and is a regular on the Lee’s payroll. (/d., 7, 8, 12,
13,19, 22, 35, 37, 40, 43, Exhs. B-2, E-2, H-3 (CCSF 550), H-6 (CCSF 625), H-7 (CCSF 631-636), I-

3 (CCSF 663-669, 685), I-8 (CCSF 808) and I-9 (CCSF 814-819.) Mr. Fu scheduled the hearing on

his motion for August 25, 2016 (three months out), claiming he was leaving immediately for China.

3
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(Weiss Decl., 712.) This caused significant delay in obtaining AirBnB records because Mr. Fu’s bank
account was intertwined with several of Defendants’ properties. (Id) On August 25,2016, Mr. Fu’s
Motion was denied. (/d.) On September 12, 2016, Defendants’ new attorney, John Brown, filed a
substitution of counsel. (Id., §14.) Mr. Brown requested a meeting with Plaintiffs’ counsel, at which
time he was informed that the City would be filing a Motion to Enforce the Injunction. (/d.) Between
September 2016 and June 2017, Mr. Brown repeatedly requested the City give additional time before
moving to enforce, so that he could acquaint himself with the case, and conduct his own document
review. (Id.) On March 3, 2017, Defendants filed, then withdrew a motion to quash Plaintiffs’
subpoena for bank records from East-West Bank. (Id)

In response to Plaintiffs’ subpoenas, various banks eventually produced records, but in waves,
between October 2016 and May 2017. (Id., §15.) AirBnB eventually produced its records, but in
waves, between April 2016 and June 2017. (Id)

C. Plaintiffs’ Investigation Shows Extensive Violations of Injunction.

After all the records were finally received, Plaintiffs conducted an exhaustive review, and found
extensive violations of the Injunction. (Weiss Decl., 16, 17.) As outlined in more detail below, the
evidence shows that between May 2015 and April 2016, Defendants used a network of friends, family
and associates (none lived at the properties) to pose as straw tenants and/or AirBnB hosts to repeatedly
and illegally advertise and rent the following 14 residential units for short-term stays: 439 Broderick,
1146 Fell, 1148 Fell, 1328 Fell, 1522 Fell, 1524 Fell, 1117 Leavenworth, 1119 Leavenworth, 1925 Lyon,
826 Masonic, 20 Natick, 833 San Jose, 1362 Utah, and 1364 Utah. (/d., §]16-19.) Each of these
properties was expressly identified as being subject to the Injunction. According to OSTR, none of these
properties was ever registered, making each short-term rental of each property illegal, and a violation of
the Injunction. (/d., §17.) Specifically, the evidence shows:

. The illegal rentals were “hosted” by Defendants’ surrogates — an interrelated group of
friends, family members, and associates, including Tommy Hui, Pui Fu, Li Gong, Naocko Kdike,

Nelson Jiang and Francisco Tinoco, and others - who created AirBnB host accounts shortly after the
Injunction was entered. (/d., §{16-19, Exhs B-O.)

. All but one of the surrogate “host” accounts were created from the same Internet

4
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Protocol (“IP”) address (the numerical label assigned to each device connected to a computer

network), underscoring that the violations of the Injunction were coordinated, not coincidental.

(Weiss Decl., 18, Exhs. F-O.)
. 14 residential units were collectively advertised and offered for short-term rentals on

AirBnB for at least 2,851 days. (Id, 920, Exhs. F-O.)

. 14 residential units were collectively booked 533 times, covering 2,271 nights, valued
at $922,812. (Id, 920, Exhs. F-0O.)

. Of the more than $900,000 in bookings created between May 2015 and February 2016,
AirBnB deposited short-term rents totaling more than $650,000 directly into various bank accounts
controlled by Defendants. (/d., 421 & Exhs. F-O.)

. In March and April 2016, after OSTR’s NOVs issued, AirBnB deposited more than
$53,000 into bank accounts newly opened by Defendants’ surrogates. (/d., 22 & Exhs F-0O.)

D. Plaintiffs’ Investigation and Enforcement Has Been Time Consuming.

Plaintiffs spent well over 400 attorney hours, 250 paralegal hours, and 80 investigator hours
unraveling Defendants’ scheme and bringing this Motion to Enforce. (Weiss Decl, §16.) Defendants’
subterfuge created substantially more work for Plaintiffs — including proving Defendants own the
properties, are members of the LLCs, and received the illicit funds. (Id.)

III. VIOLATIONS OF INJUNCTION BY PROPERTY.
1. 439 BRODERICK - DARREN and VALERIE LEE have, at all relevant times, been

owners of 439 Broderick, in their own name or in the name of an entity, currently 439 Broderick,
LLC. (Weiss Decl., 23, Exh. F1, CCSF 248.) At all relevant times, DARREN and VALERIE LEE
have been (along with Darren’s sister, Suzette Lee-Shults) the members or managers of 439 Broderick,
LLC. (Id, 924, Exh. F2, CCSF 258-260.) 439 Broderick was advertised/offered for short-term rentals
by an AirBnB “host” named Cesar Goza. (Id., Y25, Exh. F3, CCSF 262.) This host account was
created on August 25, 2015, using the same IP address used to create all but one of the other straw
host accounts associated with Defendants’ properties. (Id.) 439 Broderick was booked 25 times
between August 2015 and February 2016, for stays ranging from 3 to 12 nights, for a total of 130
nights, valued at $28,249 in bookings. (/d., 425, Exh. F3, CCSF 268-269.) During that period,
AirBnB deposited $21,314 in short-term rents from 439 Broderick into a Wells Fargo account held in

5
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the name of 439 Broderick, LLC. (Weiss Decl., §925-26, Exhs. F3-F5, CCSF 269, 271, 306-327.)
VALERIE LEE opened that account in October 2015, and she has controlled it at all relevant times.
(Id., 926, Exh. F4, CCSF 292-293.) In March 2016, after OSTR issued the NOV for short-term rental
of 439 Broderick, AirBnB stopped depositing rents into 439 Broderick, LLC’s Wells Fargo account.
(Id., 925, Exh F3, F5, CCSF 327-339.) In March/April 2016, AirBnB deposited $15,680, including at
least $2,036 of short-term rents from 439 Broderick, into a JP Morgan Chase account, newly opened
by Lee-surrogate Tommy Hui. (/d., 1925, 27, Exhs. F3, F6-F7, CCSF 269, 271, 356-363.) Tommy
Hui also posed as a tenant of 1148 Fell, and acted as an AirBnB host for 1146 and 1148 Fell (see
below). (Id., 177, 30, Exhs. B1, G3, CCSF 408.) During the relevant time, Mr. Hui actually lived in
Lancaster, CA, with Li Gong, another Lee-surrogate (Ms. Gong posed as a tenant of 1925 Lyon). (/d.,
998, 13, 22; Exhs. B1, B4, C1, C4, D, E1.)

2. 1146-1148 FELL - VALERIE and DARREN LEE have, at all relevant times, held title

to 1146-1148 Fell in their own names or through an entity, currently, 1146-1148 Fell Street, LL.C.
(Weiss Decl., 928, Exh. G1, CCSF 400.) DARREN and VALERIE LEE have, at all relevant times,
been the members or managers of 1146-1148 Fell Street, LLC. (Id., 29, Exh. G2, CCSF 405.) 1146
and 1148 Fell were advertised/offered for short-term rentals by an AirBnB “host” named Tim Tim.
(Id., 930, Exh. G3, CCSF 408.) Tim Tim is actually Tommy Hui. (Putra Decl., Exh. C, page 9.) This
host account was created on June 10, 2015, using the same IP address used to create all but one of the
other straw host accounts associated with Defendants’ properties. (Weiss Decl., §30, Exh. G3, CCSF
408.) 1146 and 1148 Fell were booked a combined 79 times between June 2015 and February 2016
for stays ranging from 3 to 10 nights, for a combined total of 359 nights, valued at $125,329 in
bookings. (Id., 30, Exh. G3, CCSF 413-416.) During that period, AirBnB deposited $90,549 into a
JP Morgan Chase account in the na;tne of 1146-1148 Fell Street, LLC. (Id., §30, Exhs. G3-G5, CCSF
415-416, 419, 455-481.) VALERIE and DARREN LEE opened that account in August 2015, and they
have maintained control over the account at all relevant times. (Id., §31, Exhs. G4-G5, CCSF 449-
453.) In March 2016, after OSTR issued the NOV for 1146-1148 Fell, AirBnB stopped depositing
rents into 1146-1148 Fell Street, LLC’s JP Morgan account, and began depositing the rents from 1146~

1148 Fell into a different JP Morgan Chase account, newly opened in March 2016 by surrogate,
6
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Tommy Hui. (Id., 1931, 32, Exhs. G3, G6-G7, CCSF 415-416, 419, 484-491, 505-512.) In March and
April 2016, AirBnB deposited $15,680 into that account including at least $8,072 in short-term rents
from 1146 and 1148 Fell. (/d., 432, Exhs. G3, G6-G7, CCSF 505-512.)

3. 1328 FELL - DARREN and VALERIE LEE have at all relevant times been owners of
1324-1328 Fell, in their names or in the name of an entity controlled by them. Currently, title to the
property is held by 1324-1328 Fell Street, LLC (49%), and the other 51% held by Defendants’
associates and/or relatives, including Jefferson Chen, Ting Chen, and Peter Leung. (Weiss Decl., §33,
Exh. H1, CCSF 513, 517, 529, 533.) At all relevant times, DARREN and VALERIE LEE were the
members or managers of 1324-1328 Fell Street, LLC. (Id., 34, Exh. H2, CCSF 538.) 1328 Fell
Street was advertised/offered for short-term rental by an AirBnB “host” named Naoko Koike. (/d.,
935, Exh. H3, CCSF 541.) In fact, according to DMV, Ms. Koike has at all relevant times lived in
Redwood City at the same address as Ting Chen, co-owner of 1328 Fell. (/d., I8, Exh. C3, CCSF 29-
33.) This host account was created on August 17, 2015, using the same IP address used to create all
but one of the other straw host accounts associated with Defendants’ properties. (Id., 35, Exh. H3,
CCSF 541.) Between August 2015 and February 2016, the apartment was booked 41 times for stays
ranging from 3 to 7 nights, for a total of 167 nights, valued at $69,209 in bookings. (Id., 35, Exh.
H3, CCSF 546.) During that period, AirBnB deposited $46,635 into a Wells Fargo account held in the
name of 1324-1328 Fell Street, LLC. (/d, {35, Exhs. H3-HS, CCSF 547, 550, 588-615.) VALERIE
LEE opened that account with Jefferson Chen in October 2015, and they have maintained control of
the account at all relevant times. (Id., 436, Exh. H4, CCSF 571.) In March 2016, after OSTR issued
the NOV for illegal short-term rental of 1328 Fell Street, AirBnB stopped depositing rents into 1324-
1328 Fell Street, LLC’s Wells Fargo account, and began depositing the rents into a Wells Fargo
account, newly opened in March 2016 by Defendants’ surrogate, Pui Fu. (Zd., §36-37, Exhs. H3, H6-
H7, CCSF 625, 631-636.) In March/April 2016, AirBnB deposited $30,640 into that account,
including at least $6,184 from short-term renting 1328 Fell. (Id, Y37, Exhs. H3, H6-H7, CCSF 547,
550, 633-636.)

4, 1522-1524 FELL - At all relevant times, VALERIE and DARREN LEE have owned

1522-1524 Fell, either in their names, or in the name of an entity, currently 1522-1524 Fell Street,
7
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LLC. (Weiss Decl., 438, Exh. I1, CCSF 651.) At all relevant times, DARREN and VALERIE LEE
have been members, managers, and agents of 1522-1524 Fell Street, LLC. (Id., 139, Exh. 12, CCSF
660.) 1522 and 1524 Fell were advertised/offered for short-term rent by an AirBnB “host” named
Jason Fu (aka Pui Fu). (/d., 740, Exh. I3, CCSF 663-665.) Between June 2015 and February 2016, the
apartments were collectively booked 88 times for stays ranging from 3 to 12 nights, for a combined
total of 356 nights, valued at $198,935 in bookings. (/d., §40, Exh. I3, CCSF 668-669.) During that
period, AirBnB deposited rents into a Bank of America account held in the name of 1522-1524 Fell
Street, LLC. (Id., 40, Exh. I3, CCSF 671-672, 685.) That account was opened by DARREN LEE in
July 2015, and has been controlled by Defendants at all relevant times. (Id., J41 & Exhs. 14-15, CCSF
711-719.) When the whole house (Units 1522 and 1524 Fell combined) was rented, the AirBnB
“host” was Doreen “Depedes” (actually, Cepedes). (/d., 140, Exh. I3, CCSF 677-681.) In fact, at all
relevant times, Doreen. Cepedes aka Doreen Cepedes-Zelles, lived in Monterey, CA with Dale Zelles,
another Lee surrogate, who acts as the AirBnB “host” of 20 Natick Street (see below). (Weiss Decl.,
1940, 60.) Ms. Cepedes-Zelles’ host account was created on June 28, 2015 using the same IP address
used to create all but one of the host accounts associated with Defendants’ properties. (Id., §40, Exh.
I3, CCSF 677.) AirBnB deposited the whole-house rents into a Wells Fargo account held in the name
of 1522-1524 Fell Street, LLC. (Id., §40, Exhs. I3, 16-17, CCSF 682, 685.) VALERIE LEE opened
this account in October 2015, and has controlled it at all relevant times. (/d., J42, Exhs. 16-17, CCSF
766.) Through February 2016, AirBnB deposited into these two bank accounts $128,093 in rents from
1522-1524 Fell. (Id., 940, Exhs. 13-17, CCSF 672-673, 682, 722-761, 773, 779-793.) In March 2016,
after OSTR issued the NOV for illegal short-term rental of 1522-1524 Fell, AirBnB stopped
depositing short-term rents into these two accounts, and began depositing rents into a different Wells
Fargo account, newly opened in March 2016 by Lee-surrogate, Pui Fu. (Id., Y940, 43, Exhs. I3, I8-19,
CCSF 672-673, 685, 758-762, 798-804, 808, 814-819.) In March/April 2016, AirBnB deposited
$30,640 into that account, including at least $12,380 from short-term renting 1522 and 1524 Fell
Street. 740, 43, Exh. 13, 18-19, CCSF 672-673.)

5. 1117 and 1119 LEAVENWORTH - At all relevant times, VALERIE LEE has been

the owner of 1109-1123 Leavenworth, in her own name, or in the name of an entity, currently
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Leavenworth, LLC. (Weiss Decl., Y44, Exh. J1, CCSF 822, 826.) VALERIE LEE created
Leavenwortl}, LLC in 2007, and has controlled it ever since. (Id., 45, Exh. J2, CCSF 830.) 1117 and
1119 Leaveﬂwoﬂh were advertised/offered for short-term rent, by an AirBnB “host” named Nelson
Jiang. (/d., 946, Exh. J3, CCSF 832-834.) At all relevant times, Mr. Jiang (straw tenant of 1362 Utah)
lived on Creely Avenue in Richmond, CA with Francisco Tinoco (straw tenant of 1364 Utah and
AirBnB host for 1362 and 1364 Utah). (Weiss Decl., 117, 8, Exhs. B5-B6, C5-C6.) Mr. Jiang’s host
account was created on June 15, 2015, using the same IP address used to create all but one of the host
accounts associated with Defendants’ properties. (/d., §46. Exh. J3, CCSF 832.) Between June 2015
and February 2016, the apartments were collectively booked 121 times, for stays ranging from 3 to 7
nights, for a combined total of 485 nights, valued at $188,258 in bookings. (/d., 146, Exh. J3, CCSF
837-839.) During that period, AirBnB deposited $120,121 in rents into a JP Morgan Chase account in
the name of 1324-1328 Fell Street, LLC, another entity controlled by Defendants. (/d., 446, Exhs. J3-
J5, CCSF 840-842, 849, 883-912.) VALERIE and DARREN LEE opened that account in August
2015, as the LLC’s managers, and they have maintained control of it at all relevant times. (/d., 147,
Exhs. J4-J5, CCSF 878-882.) In March 2016, after OSTR issued the NOV for illegal short-term rental
of 1117 and 1119 Leavenworth, AirBnB stopped depositing short-term rents into 1324-1328 Fell
Street, LLC’s JP Morgan Chase account. (Id., 47, Exhs. J3-J5, CCSF 917). In March/April 2016,
AirBnB deposited $16,136 into a Bank of America account, newly opened in March 2016 by |
Defendants’ surrogate, Nelson Jiang. (Id., 148, Exhs. I3, J6-J7, 849, 927-936.) At least $8,621 of that
money was from the short-term rental of 1117 and 1119 Leavenworth. (/d., CCSF 841-842)

6. 1925 LYON - At all relevant times, VALERIE and DARREN LEE have been owners
of 1925-1927 Lyon Street, in their own names, or in the name of an entity, currently 1925-1927 Lyon
Street, LLC. (Weiss Decl., 49, Exh. K1, CCSF 951.) At all relevant times, VALERIE and DARREN
LEE have been the members and managers of 1925-1927 Lyon Street, LLC. (/d., 50 & Exh. K2,
CCSF 958.) 1925 Lyon Street was advertised/offered for short-term rentals by a “host” named Mike
Costa. (Id., 951, Exh. K3, CCSF 961-963.) The host account utilized the same IP address used by all
but one of the other straw host accounts associated with Defendants’ properties. (Id., §51, Exh. K3,

CCSF 961.) Between August 2015 and February 2016, 1925 Lyon was booked 30 times for stays
9
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between 3 and 14 nights, for a total of 140 nights, valued at $62,184 in bookings. (Id., 51, Exh. K3,
CCSF 966.) During that period, AirBnB deposited $47,902 in rents into a JP Morgan Chase account
held in the name of 1925-1927 Lyon Street, LLC. (/d., §51, Exh. K3, CCSF 967, 970, 1000, 1005-
1032.) VALERIE and DARREN LEE opened that account on August 6, 2015, as the LLC’s managers
and/or account signers, and they have controlled it at all relevant times. (Id., 152, Exh. K4, CCSF
1000-1004.) After OSTR issued the NOV for illegal short-term rental of 1925 Lyon, AirBnB stopped
depositing short-term rents into 1925-1927 Lyon Street, LLC’s account, and began depositing the rents

into a different JP Morgan Chase account, newly opened in March 2016 in Lancaster, CA, by

W 0 ~ O s W N

Defendants’ surrogate, Li Gong. (/d., §§52-53, Exhs. K3-K7, CCSF 970, 1032-1035, 1046-1053.) In

[a—
[o=)

March and April 2016, AirBnB deposited $4,890 into that account, including at least $2,784 from the

[—y
o

short-term rental of 1925 Lyon. (Id., 7§51, 53, Exhs. K3, K6-K7, CCSF 1046-1053.)

=Y
N

7. 826 MASONIC - At all relevant times, VALERIE LEE has been among the owners of

[y
(U8

822-828 Masonic Avenue, in her own name, or through Masonic Group, LLC, of which she is a

oy
N

member and/or manager. (Weiss Decl., §§54-55, Exhs. L1 and L2, CCSF 1056, 1060, 1064, 1072,

Ja—
w

1076, 1082.) 826 Masonic was advertised/offered for short-term rentals by a “host” named David

[y
(=)

Nelson. (/d., 56, Exh. L3, CCSF 1086-1088.) This host account was created on August 25, 2015,

—
~

using the same IP address used to create all but one of the other straw host accounts associated with

[y
(e -]

Defendants’ properties. (/d., 156, Exh. L3, CCSF 1086.) 826 Masonic was booked 46 times between

f—
\O

September 2, 2015 and February 8, 2016 for short-term stays of 3 to 9 nights, for a total of 181 nights

b4

[\
(=]

valued at $77,713 in bookings. (Id., 156, Exh. L3, CCSF 1091-1092.) During that period, AirBnB

8]
fa—y

deposited $49,456 in rents into a Wells Fargo account held in the name of Masonic Group, LLC. (Id.,

N
[\

956, Exh. L3, CCSF 1093-1094, 1098, 1137-1164.) VALERIE LEE opened that account with

N
[N}

Jefferson Chen on October 28, 2015, and they have maintained control of it at all relevant times. (/d.,

(W)
B

957, Exh. L4-L5, CCSF 1118.) After OSTR issued the NOV for short-term rental of 826 Masonic,

N
(%]

AirBnB stopped depositing short-term rents into Masonic Group, LLC’s Wells Fargo account, and

N
(o)}

began depositing them into a different Wells Fargo account, newly opened in March 2016 by Lee-

N
~

surrogate, Nelson Jiang. (Id, 1]1{5:7-58, Exhs. L3-L7, CCSF 1093, 1098, 1164, 1170, 1174-1175, 1182-

W&}
]
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1188.) In March/April 2016, AirBnB deposited $10,757 into the new account, including at least
$7,027 from short-term renting 826 Masonic. (/d., 158, Exhs. L3, L6-L7, 1182-1188.)

8. 20 NATICK - At all relevant times, VALERIE and DARREN LEE have been among the
owners of this property, with Jefferson Chen. (Weiss Decl., 59, Exh. M1, CCSF 1191, 1197.) 20 Natick
was advertised/offered for short-term rentals by an AirBnB “host” named Dale Zelles. (Id., §60, Exh. M2,
CCSF 1203.) At all relevant times, Mr. Zelles lived in Monterey, CA with Doreen Cepedes-Zelles, the
AirBnB “host” for the whole-house rental of 1522-1524 Fell (see above). (/d., 140, 60.) Mr. Zelles’ host
account was created in October 2015, using the same IP address used to create all but one of the other
straw host accounts associated with Defendants’ properties. (/d., 60, Exh. M2, CCSF 1203.) 20 Natick
was booked 20 times between October 3, 2015 and February 6, 2016 for stays of 3 to 8 nights for a total
of 62 nights, valued at $19,952 in bookings. (/d., 160 & Exh. M2, CCSF 1207.) During that time,
AirBnB deposited $16,797 into a First Republic Bank account held in the name of Masonic Group, LLC.
(1d., 560, Exhs. M2-M4, 1208, 1211, 1243-1247.) At least $15,030 of that money was from short-term
renting 20 Natick. (Id., §60.) VALERIE LEE opened that account on December 15, 2015, as manager of
the LLC, and she has controlled it at all relevant times. (Id., §61, Exh. M3-M4, CCSF 1237-1239.)

9. 833 SAN JOSE - At all relevant times, VALERIE and DARREN LEE were owners of

831-833 San Jose Avenue, with Jefferson Chen. (Weiss Decl., 162, Exh. N1, CCSF 1248, 1252.) 833
San Jose was advertised/offered for short-term rentals by a “host” named Peter Chan. (/d., 163, Exh.
N2, CCSF 1256-1258.) This host account was created in July 2015, using the same IP address used to
create all but one of the host accounts associated with Defendants’ properties. (Id., 63, Exh. N2,
CCSF 1256.) 833 San Jose was booked 20 times between July 2015 and January 2016, for stays of 3
to 16 nights, for a total of 157 nights, valued at $48,153 in bookings. (/d., 963, Exh. N2, CCSF 1261.)
AirBnB deposited all $48,153 into a JP Morgan Chase account in the name of 1522-1524 Fell Street,
LLC. (1d., 163, Exhs. N2-N4, CCSF 1262, 1265, 1300-1325.) VALERIE and DARREN LEE opened
that account on August 6, 2015, as managers of the LLC, and they have controlled it at all relevant
times. (Id., 164, Exhs. N3-N4, CCSF 1294-1299.)

10. 1362-1364 UTAH - At all relevant times, VALERIE LEE has been an owner of 1362-
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1364 Utah. (Weiss Decl., 65, Exh. O1, CCSF 1332.) 1362 and 1364 Utah were advertised/offered on
AirBnB for short-term rental by a “host” named Francisco Tinoco. (I/d., §66, Exh. 02, CCSF 1336-
1338.) At all relevant times, Mr. Tinoco (straw tenant of 1364 Utah) lived with Nelson Jiang (straw
tenant of 1362 Utah and AirBnB host of 1117-1119 Leavenworth) on Creely Avenue in Richmond, CA.
(Weiss Decl., 17, 8, Exhs. B5-B6, C5-C6.) Mr. Tinoco’s host account was created in July 2015, ~using
the same IP address used to create all but one of the other host accounts associated with Defendants’
properties. (Id., 66, Exh. 02, CCSF 1336.) 1362 and 1364 Utah were booked a combined 52 times
between July 13, 2015 and February 6, 2016, for stays of 1 to 11 nights, for a total of 234 nights, valued
at $104,830 in bookings. (/d., §66, Exh. O2, CCSF 1341-1342.) During that period, AirBnB deposited
$89,698 in rents into a Bank of America account held in the name of 1324-1328 Fell Street, LLC. (Id.,
966, Exhs. 02-0O4, CCSF 1343-1344, 1348, 1382-1427.) VALERIE LEE opened that account on
September 30, 2014, and she has controlled it at all relevant times. (/d., 67, Exhs. 03-04, 1375-1381.)
In March/April 2016, after OSTR issued the NOV for the illegal short-term rental of 1362 and 1364
Utah, AirBnB stopped depositing rents into 1324-1328 Fell Street, LLC’s Bank of America account, and
began depositing rents into a Wells Fargo account, newly opened in March 2016 by Defendants’
surrogate, Francisco Tinoco. (Id., §167-68, Exhs. 02, 05-06, CCSF 1343-1344, 1348, 1431, 1437,
1445-1455.) In March/April 2016, AirBnB deposited $29,585 into this account, including at least $6,794
from short-term renting 1362 and 1364 Utah. (Id.)

ARGUMENT

L THIS COURT HAS AUTHORITY TO ENFORCE THE INJUNCTION
California Code of Civil Procedure section 128(a)(4) empowers the court with the ability to

“compe] obedience to its judgments, orders and process and the orders of a judge out of court in an
action or process pending therein.” (Code Civ. Proc. §128(a)(4).) “Every court has power to compel
obedience to its judgments and orders, and a court of equity retains inherent jurisdiction to oversee and
enforce execution of its decrees.” (Vanderstokv. Bank of America (1972) 29 Cal.App.3d 731, 734.)
This noticed motion is a proper method to enforce the Injunction under Code of Civil Procedure
section 187’s provision that “any suitable process or mode of proceeding may be adopted” to carry out
the court’s powers to enforce obedience to an injunction. (Code Civ. Proc. §187). See also, Kent v
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Superior Court (1951) 106 Cal.App.2d 593 [“One method of enforcement is the contempt proceeding,
but a court or judge is not necessarily limited to that method. Section 187 of the Code of Civil
Procedure recognizes the power of a court or judge in the exercise of jurisdiction conferred, when the
course of proceeding is not specifically pointed out by statute, to adopt any suitable process or mode
of proceeding that may appear most conformable to the spirit of the code.” Id. at 595.]

IL THE COURT MUST IMPOSE ADDITIONAL CIVIL PENALTIES PURSUANT
TO B & P 17207(A)

A. The Court has Broad Discretion to Determine Violations

Business and Professions Code section 17207 provides: “Any person who intentionally
violates any injunction prohibiting unfair competition issued pursuant to Section 17203 shall be liable
for a civil penalty not to exceed six thousand dollars ($6,000) for each violation. Where the conduct
constituting a violation is of a continuing nature, each day of that conduct is a separate and distinct
violation.” (Bus. and Prof. Code §17207(a); emphasis added.)

Section 17206 does not define what constitutes a single violation, “leaving it to the courts to
determine appropriate penalties on a case-by-case basis.” (People v. Witzerman (1972) 29 Cal.App.3d
169, 180; accord People v. Toomey (1984) 157 Cal.App.3d 1.) Instead, “[f]or the purpose of calculating
civil penalties, what constitutes a violation of the UCL . . . depends on the circumstances of the case,
including the type of violations, the number of victims, and the repetition of the conduct constituting the
violation.” (People v. Sarpas (2014) 225 Cal.App.4th 1539, 1566.) The same logic should apply equally
to the determination of violations of an Injunction issued under the UCL, and the civil penalties.

Here, the evidence, including the number of properties being illegally rented, the number of
times each property was illegally rented, Defendants’ extraordinary efforts to hide their misconduct,
and the financial gain Defendants’ achieved therefrom, overwhelmingly shows that the violations were
both intentional and of a continuing nature, from which Defendants handsomely profited.

B. Offering the Properties for Short-Term Rentals is a Violation.

Offering and advertising the 14 properties for short-term rental is a violation of the Injunction.
Per San Francisco Administrative Code section 41A..5, it is unlawful for Defendants to even offer their
properties for short term-rental because, inter alia, none of the properties were registered on OSTR’s
Registry. (SF Admin. Code §41A.5(a) and (g)(1)(E).) The evidence shows that between May 2015
and February 8, 2016 (when OSTR issued NOVs and the listings were removed), the 14 unregistered
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properties were collectively offered and advertised on AirBnB for at least 2,851 days. Each of those

days is a violation, for which penalties must be imposed.
C. Booking the Properties for Short-Term Rentals is a Violation.

Every booking of a short-term rental is also a violation of the Injunction. The evidence shows
that since May 2015, the properties were booked 522 times for a total of 2,271 nights. Each night the
properties were booked is an independent violation. Penalties should be imposed for each day that the
properties were booked for illegal short-term rentals.

D. Amount of Penalty Should be Substantial

Defendants obviously have a powerful financial incentive to violate the Injunction.
Defendants’ 2,271 nights of illegal bookings on AirBnB, as evidenced herein, between May 2015 and
February 2016, alone, were valued at more than $900,000. To meaningfully deter future misconduct,
the penalty must be significant and not a mere cost of doing business. The Court should also consider
that Defendants began violating the Injunction shortly after it was entered, indicating they entered into
it in bad faith, and never intended to comply with it. Defendants went to great lengths to create a
fictitious distance between themselves and the illegal rentals by using surrogates to pose as AirBnB
hosts so Defendants could later claim plausible deniability” and blame their surrogate for their
misconduct. Defendants’ net worth may be understood to be substantial. Defendants own, in whole or
in part, at least 17 multi-unit properties in San Francisco, many of which they’ve owned for 10+ years.

Using the criteria set forth in the statute, a maximum $6,000 per violation penalty would be
justified: here, Defendants made a calculated decision to defy this Court’s order, they intentionally
and persistently violated this Court’s order, and they engaged in far-reaching, devious efforts to hide
their misconduct by covertly enlisting their associates to make a mockery of the Injunction.
Consequently, over the course of approximately 10 months, Defendants booked more than $900,000
worth of illegal short-term rentals, and collected more than $700,000. By their illegal conduct,
Defendants violated the Injunction at least 5,122 times: these apartments were offered for illegal short-
term rentals a total of 2,851 days, and were actually booked at least 2,271 days. However, if the Court
awarded the maximum per-violation penalty of $6,000 for each of the 5,122 violations, the total would
exceed $30 million. Rather, Plaintiffs request the Court impose a more modest civil penalty of

$5,500,000, roughly six times the value of the illegal bookings. The requested civil penalty of $5.5
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million would reflect an approximately $750 per-violation penalty for each day each apartment was

|| offered ($750 x 2,851 days - $2,138,250) and an approximately $1,500 per-violation penalty for each

day each apartment was actually booked ($1,500 x 2,271=$3,406,500). A penalty of six times the
value of the illegal bookings is necessary to deter Defendants’ future misconduct, and it is

appropriately punitive given Defendants’ intentional and calculated scheme to violate the Injunction.

HI. ADDITIONAL REMEDY: BAN ON ALL SHORT TERM RENTALS AND THREE-
YEAR EXTENSION OF INJUNCTION.

“Unless otherwise expressly provided, the remedies or penalties provided by this chapter are
cumulative to each other and to the remedies or penalties available under all other laws of this state.”
(Bus. & Prof. Code §17205.) As an additional sanction for these violations, Plaintiffs request the
Court modify the Injunction to prohibit short-term rentals of any kind at any of the properties subject
to the Injunction, and extend the Injunction’s duration by an additional three years.

IV. PLAINTIFFS ARE ENTITLED TO RECOVER THEIR ATTORNEYS’ FEES AND
COSTS.

Section F.4 of the Injunction provides: “Defendants shall be liable for Plaintiffs’ reasonable
attorney’s fees and costs incurred for the enforcement of this Injunction.” Plaintiffs request the Court

make a finding that Plaintiffs may recover fees and costs, to be determined on a separately noticed motion.

CONCLUSION
For all of these reasons, Plaintiffs respectfully request this Court to enforce the Injunction and

order each of the following: 1) impose civil penalties of $5,500,000; 2) modify the Injunction to ban
all short term rentals; 3) modify the Injunction to add three additional years to the term; and 4) find
Plaintiffs entitled to reasonable fees and costs in an amount to be determined on a separate motion.

Dated: April 30,2018 DENNIS J. HERRERA
City Attorney
PETER J. KEITH
Chief Attorney
MICHAEL S. WEISS
VICTORIA L. WEATHERFORD
Deputy City Attorneys

By: /s/ Michael S. Weiss
MICHAEL S. WEISS
Attorneys for Plaintiffs
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PROOF OF SERVICE
I, SAUNDRA YAN, declare as follows:

I am a citizen of the United States, over the age of eighteen years and not a party to the above-
entitled action. I am employed at the City Attorney’s Office of San Francisco, Fox Plaza Building,
1390 Market Street, Sixth Floor, San Francisco, CA 94102.

On May 1, 2018, I served the following document(s):

MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF PLAINTIFFS’
MOTION TO ENFORCE STIPULATED PERMANENT INJUNCTION

on the following persons at the locations specified:

John C. Brown

Cornerstone Law Group

351 California Street, Suite 600
San Francisco, CA 94104
jbrown@cornerlaw.com

in the manner indicated below:
X BY ELECTRONIC MAIL: Based on a court order or an agreement of the parties to accept electronic
service, I caused the documents to be served electronically through File & ServeXpress in portable document

format (“PDF”) Adobe Acrobat.

I declare under penalty of perjury pursuant to the laws of the State of California that the
foregoing is true and correct.

Executed May 1, 2018, at San Francisco, California.

/~ SAUNDRA \@G
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