
AGENDA REPORT

Meeting Date: April 20, 2017

Item Number:

To:

F—i

Honorable Mayor & City Council

From:

Subject:

Susan Healy Keene, AICP, Director of Community Development

UPDATE ON IMPLEMENTATION OF AMENDED RENT
STABILIZATION ORDINANCE AND REQUEST OF APPROPRIATION
OF $250,000 FROM THE GENERAL FUND FOR INITIATION OF
PROGRAM, INCLUDING NOTICING AND CONSULTING SERVICES

Attachments: 1. Rental Housing Initial Data Survey
2. Facilitator Proposals
3. Service Agreement with Management Partners
4. Completed Tasks and Tentative Timeline for Rental Registry

and Facilitated Discussions
5. Inquiries Received regarding Ordinance amendments
6. Estimated Start-up Costs
7. Ordinance adopted 4/4/17
8. Ordinances adopted 1979, 1992 and 1998

RECOMMENDATION

Staff recommends that Council receive the information, provide feedback on the
proposed implementation approach, approve an appropriation of $250,000 from the
General Fund, and appoint an Ad Hoc committee to review and select a consultant to
provide facilitated tenant/landlord dialogue sessions, and assist in development of a
framework for these sessions.

Page 1 of8 4/12/2017



Meeting Date: April 20, 2017

INTRODUCTION

This report is intended to provide an update on actions taken and future steps to
implement the recently approved Rent Stabilization Ordinance. This report includes
information regarding:

• Database development
• Rental registry software
• Facilitated tenant/landlord dialogue meetings
• Program resources necessary for implementation
• Tentative implementation timeline
• Program start-up costs

Adoption of the amended ordinance has continued to raise many questions from
tenants, landlords, and Council members that may result in additional amendments. Any
possible changes to specific content in the ordinance such as allowable maximum rent
increases and relocation fees are not included in this report and will be discussed at a
future meeting after facilitated tenant/landlord meetings are held.

BACKGROUND

On February 21, 2017, City Council approved an urgency ordinance and conducted the
first reading of a permanent ordinance to modify the City’s existing Rent Stabilization
requirements (BHMC Title 4 Chapter 5 and Chapter 6). The permanent ordinance had
its second reading and was approved by City Council on April 4, 2017 and will become
effective after 30 days on May 5, 2017. The amended ordinance reduces the maximum
allowable annual rent increase from 10% to 3%, updates and establishes relocation fees
for tenants evicted for no-cause, establishes a rental registry, and provides a process for
landlords to seek potential rent adjustments.

The goal of the amendments as expressed by City Council is to provide fair and equal
treatment of residential tenants’ homes while addressing the need of landlords to meet
the costs of maintaining their properties and earn a fair return on their investment. The
challenge is to create a fair, balanced, and sustainable program for both tenants and
landlords.

Rental issues are currently addressed on a complaint basis whether from tenants,
property owners, or management companies. Complaints typically include disputes
regarding rent increases; pass- through amounts, vacancy termination notices, general
notices, and tenant’s rights issues. Complaints are addressed by Human Services or
Code Enforcement staff or may be heard by the Human Relations Commission (HRC) as
part of their Tenant/Landlord Forum. In specific cases, issues may be presented to the
City’s Hearing Officer for decision. Cases related to contractual disputes are often
mediated by staff, or referred to professional dispute resolution services for further
mediation. Mediation is very productive yet consumes a significant amount of staff time.

Specific cases within the last two years that drew the attention of decision-makers
focused on poor property maintenance of rental units and rent increases affecting long
term residents and senior tenants. In 2015, Council directed the HRC to address
tenant/landlord issues. The HRC held a portion of each meeting to listen to issues raised
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by both tenants and landlords, but primarily tenants. The HRC also prepared
recommendations which were presented by Chair Friedman and Vice-Chair Berman at
the Liaison committee of then-Council members Bosse and Reims.

The Liaison provided specific direction related to creating a rental registry, capping the
annual rent increase, and addressing no-cause eviction. The direction and
recommendation was taken forward to the Council which eventually resulted in the
adoption of the above referenced ordinance.

The issue of appropriate rent levels is not new to Beverly Hills. In March, 1979, City
Council adopted Ordinance No. 79-0-1731 (Attachment 8) which provided a temporary
system of stabilization and control of apartment rent levels. After receiving complaints
and follow-up reports, the Council at that time determined that there was a critically low
vacancy rate, a substantial number of people who rent that are 65 and older on fixed
income who spend a substantial portion of their income on rent, and a trend for property
owners to substantially increase tents with a particular acceleration noted after the
passage of Proposition 13 on June 6, 1978. The Council found it necessary in the public
interest to

protect occupants of rental apartments units from unreasonable rent
increases, while at the same time recognizing landlords’ needs generally
and to have rental increases sufficient to cover maintenance thereof and
increased costs of operation of the apartment buildings and to encourage
capital improvements thereto. (Ordinance 79-0-1 731)

The ordinance exempted buildings built prior to September 20, 1978 and rental units
where the rent was in excess of $600. The Ordinance also established “base rents”
which could be increased annually according to the Consumer Price Index (CPI) and
allowed the landlord to increase rents to recoup costs for capital improvements. The
ordinance also created the seven-member Beverly Hills Rent Adjustment Board. This
Board received and reviewed hardship rent adjustments.

In 1992, the Rent Adjustments Board became the Rent Adjustments Commission
(Ordinance 92-0-2138) and in 1998 the Commission was eliminated and their duties
were given to a Hearing Officer appointed by the City Manager (Ordinance No. 98-0-
2299).

DISCUSSION

Establishment of a rental registry creates a new program that does not currently exist in
the City’s organization. The expectation of Council is that information will be provided by
landlords about the units, including amenities and rental rate. Implied in this is the
desire to track in some manner, rent increases and evictions. There are a number of
ways to do this. It could be done proactively or on a complaint basis. The desired level
of review will dictate the amount of resources needed.

The Rental Registry is the beginning of a much greater effort. The amended ordinance
adds requirements for landlords to file re-registration after re-rental of a vacant unit, for
any changes in a rental unit’s ownership or management, or for any change in contact
information. A procedure was also added that allows a landlord to file a rent adjustment
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application to request an additional rent increase. These applications would be
presented to a Hearing Officer for their review and decision.

Database

The first task undertaken by staff was to establish an accurate database of multifamily
rental properties and owners. In order to establish the database, staff took the mailing
list used to notify property owners of the HRC meetings and cross referenced that list
with building permit data on the City’s permit system and the Los Angeles County
Assessor’s office records. Further vetting of the list allowed identification of incorrect
addresses, vacant properties, and properties that were duplicated because of lot ties
and lot splits. Through this process, staff identified 979 property owners of 8,662 units
throughout the City. The database does not include condominium units or single family
accessory dwelling units as they are exempt from the rent stabilization ordinance and
not included under State law.

Analysis of the data provides more detailed information about the existing rental
properties covered by the ordinance (Attachment 1). Staff was able to identify the
number of units per property. In summary, the database showed the following:

Number of properties: 1,131

Number of property owners: 979

Quantity of Properties by number of units:

Units Per Property Number of Properties Percent
2(Duplexes) 210 18%

3 (Triplexes) 66 6%

4 191 17%

5-10 484 43%

11-20 114 10%

21-40 56 5%

4lormore 10 1%

Total 1,131 100%

The highest percentage of rental properties is smaller buildings with 5-10 units (43%).
Staff further identified that 210 properties contain duplexes. Staff was also able to
identify those property owners who owned the most units; 72 property owners own 21 or
more units, but they are not necessarily all located on the same property.

During public hearings, a number of landlords commented that they were “mom and
pop” landlords. However, the current ordinance does not distinguish between those
landlords and the larger landlord organizations normally controlled by management
companies. The City of Los Angeles does identify a ‘mom and pop’ landlord as one that
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owns no more than 4 residential units. Those properties represent 41% of the total
properties.

Rental Registry

Initiation of this program requires outreach for a minimum of 1,131 rental properties and
collection and review of the information provided on property registrations. While Santa
Monica and West Hollywood have collected rental data for decades, establishment of a
rental registry is new to Beverly Hills. Staff researched how other cities collect
information about their rental inventory. It became clear that due to the volume of
information some form of on-line submission process would be valuable. Staff, including
both Community Development and IT, considered the merits of creating an in-house
system versus purchasing an off-the-shelf system. Based on staff conversations with
City of Los Angeles and the City of West Hollywood, it was determined that there was no
off-the-shelf product that would meet the needs and while IT could create a system it
would be resource intensive.

Los Angeles has more recently added a rental registry and used the services of
consultant 3Di, Inc. to provide an online registration system. Los Angeles has been
doing business with 3Di, Inc. for more than 15 years, but until last year did not have a
rental registry component. Staff from Community Development and IT interviewed 3Di
Inc. and followed up with a meeting with the City of Los Angeles Housing Division to
establish the level of functionality and utilization of the system.

Confident that 3Di Inc. could provide the services for registration software, staff entered
into a contract in the not-to-exceed amount of $36,000 for the first phase of the registry
development. Phase 1 of the registration software includes:

1) Migrate the rental property data to the new software and the official database;
2) Establish the registration process for property owners/landlords to input

information for each apartment building;
3) Create an online portal for property owners to manage their registrations online;
4) Accept registrations online; and
5) Allow staff to manage information provided by the property owner.

Phase 2 will include system enhancements that will allow staff to:

1) Administer the system and extract reports;
2) Manage property inventory; and
3) Create the billing and payment module (if that were to be included in the program

establishment).
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Rent Registry Timeline

Required Actions Timeline Status

Research Software Solutions 2 months Completed

Establish contract and purchase 3 weeks Completed
order

Implement 3D1 rent registry Phase 4 weeks Scheduled to begin April
1 24, 2017

Develop and implement rent 5 weeks TBD
registry Property Inventory
Management Module Phase 2

Once the registry is established ongoing administrative policies will need to be
established by the City based on the desired approach of how proactive the City should
be in administering the program.

Community DialogueslFacilitators

City Council recognized that more input from both landlords and tenants would be
necessary to meet the goal of a fair and balanced rent stabilization program. Further
policy development is required for eventually establishing a permanent program
framework. With this goal in mind, Council directed staff to hold facilitated
discussion/dialogue sessions between tenants/residents and landlords. Staff sought
recommendations for facilitators who have experience in resolving issues and creating
solutions through dialogue. Staff has identified five possible leaders of this effort and
included information on each (Attachment 2).

Council desires to hear from all interested parties. One question for all facilitators is how
many people can truly engage in a meaningful dialogue at the same time. Staff
suggests that the Ad Hoc query facilitators on this issue and provide input on the
framework of these sessions. One possible method could be a signup and when the
maximum number of participants is reached the meeting is closed and another date is
opened. The number of interested parties would dictate the number of sessions held.

At the April 4th meeting, a suggestion was also given to include a real estate
professional, perhaps a professor to opine on the effect of the ordinance as proposed.
Staff is seeking appropriate people to provide this information and could be an option
added to an existing consultant contract.

Staff recommends that an Ad Hoc Committee be established to do the following:
• Interview and select the facilitator for tenant/landlord dialogues
• Provide input on participant selection and framework for the sessions
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Program Resources

It is cleat that additional staff will be requited to implement the amendments to the rent
stabilization program in a timely and effective manner. To date there has been an
increase in telephone and walk-in inquiries regarding the amendments. Since January
24th staff has logged 1,233 calls from tenants and landlords requesting information on
application of the amendments to the ordinance (Attachment 5).

Staff has received 15 complaints alleging rent increases exceeding the maximum
allowance of 3% and 4 complaints regarding relocation fees and eviction. Staff has
received inquiries from landlords on the process to increase rents above the 3%
maximum, but no official applications have been filed. Looking ahead, there will be
greater need for staff as property owners provide registration information and request
tent adjustments. Staff has included the cost of three part-time, hourly Customer Service
Representatives in the interim budget to assist with administrative operations.

Staff initiated Requests for Proposals (RFPs) seeking a consultant to assist us in
evaluating the resource requirements dictated by the amended ordinance. The following
consultants provided proposals:

• Capital Accounting Partners, Inc.
• Matrix Consulting Group
• Management Partners, Inc.

Based on their prior experience in providing consultant services to cities with rent
stabilization ordinances such as Santa Rosa, Richmond, San Jose and Burlingame, staff
determined that Management Partners would provide the greatest assistance. Staff
entered into a contract with Management Partners in the not-to-exceed amount of
$48,000. The Scope of Services is included as (Attachment 3).

Implementation Timeline

A tentative timeline is attached (Attachment 4) and will be further refined in meetings
with Management Partners. Staff recommends that the Ad Hoc meet at their earliest
convenience to review proposals and interview facilitators. Based on the consultant, 3Di
Inc., the on-line system to intake registration will be available between late May and
early June. Once rent registration notices and applications are sent out, landlords have
30 days to return information. Based on discussion with staff from the City of Los
Angeles, it is anticipated a significant percentage of applications will be hand-written and
mailed or walked in requiring an estimated 3-4 months vetting process by staff. In
accordance with the ordinance requirements, the rent registry and all certifications must
be complete by February 2018.

As for the timeline on the facilitated dialogues, staff anticipates they could begin in June
and continue as needed based on the number of participants and the time it takes to
formulate potential policy guidelines to shape the desired framework for a balanced
program.
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PUBLIC OUTREACH AND NOTIFICATION

Based on the volume of calls the City has received since the adoption of the urgency
ordinance on January 24, 2017; staff anticipates that there will be a significant and
continuous demand for such services. The program will require workshops to educate
landlords and tenants on the new requirements. Staff’s research indicates that monthly
workshops are typical in other cities with rent stabilization programs. There will also be
an opportunity for both parties to participate in the facilitated dialogue sessions and
notices, both mailed and on the website will be required.

Approximately 9800 notices for this meeting were sent to tenants and landlords, and the
meeting was noticed in the local newspapers on April j3th and April 14th and on the
City’s web page.

FISCAL IMPACT

The creation of rental registry and the subsequent follow-up establishes a new program
in the City. In previous staff reports, staff identified costs of programs in other
jurisdictions. The closest similar comparison city is West Hollywood where there are
twice as many units and a program cost of $3.6 million which includes 13 staff members.

Initial start-up costs are approximately $235,000 with ongoing program costs unknown at
this time. The City’s consultant, Management Partners, will provide a more detailed
breakdown and identify where costs may be optional. Staff will return to the City Council
with updates on the program implementation which will include a more comprehensive
scope of all resources needed. The breakdown of start-up costs is provided in
Attachment 6.

RECOMMENDATION

Staff recommends that Council receive the information, provide feedback on the
proposed implementation approach, approve an appropriation of $250,000 consisting of
a preliminary estimate of $235,000 plus a contingency of $15,000 from the General
Fund, and appoint an Ad Hoc committee to review and select a consultant to provide
facilitated tenant/landlord dialogue sessions, and assist in development of a framework
for these sessions.

Don_Rhoads,_CFO

__________________________________

Susan Healy Keene, AICP
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