
CITY OF BEVERLY HILLS

HUMAN SERVICES DIVISION

MEMORANDUM

Human Relations Commission A1

FROM: James R. Latta, L.C.S.W., Human Services Administrator

DATE: February 16, 2017

SUBJECT: Human Relations Commission Regular Meeting for the Community to Come
Together and Provide Input on the Rent Stabilization Urgency Ordinance

ATTACHMENT: 1) Human Relations Commission Special Meeting For The
Community To Come Together And Provide Input On The Rent
Stabilization Urgency Notice

2) Rent Stabilization Urgency Ordinance Information and FAQ
3) Special Meeting Summary of Community Feedback
4) Beverly Hills Municipal Codes 4-5-304, 305, 306, 307, 308, 309

The Special meeting of the Human Relations Commission was scheduled in response to
City Council’s request for the community to come together and provide input on the Rent
Stabilization Urgency Ordinance adopted on January 25, 2017 (Attachment 1). Since the
Special Meeting on February 3, 2017, a letter with the Rent Stabilization Ordinance
Information and Frequently Asked Questions was posted on the City website and mailed to
all tenants and landlords on record (Attachment 2).

Attachment 3 provides a brief summary of the community feedback from the Special
Meeting. Several questions came up at the Special Meeting regarding what expenses a
landlord could or could not pass through to a tenant. According to Beverly Hills Municipal
Codes 4-5-304 and 5-6-7-8-9 capital expenditure surcharges, expenditures mandated by the
law, utility expense surcharges, surcharges for additional tenants, water penalty surcharges
and refuse fee surcharges may be passed through to tenants under certain circumstances
(Attachment 4).

Today the HRC Regular Meeting provides a second opportunity for the community to share
their perspective on the amendment to the maximum rent increase, the addition of relocation
fees for Chapter 6 tenants, and the increase in relocation fees for Chapter 5 tenants.
Following this meeting staff will compile the community feedback from today’s meeting and
the Special Meeting on February 3, 2017 and provide the information to City Council on
February 21, 2017.

2/16/17 H RC: Human Relations Commission Regular Meeting for the Community to Come
Together and Provide Input on the Rent Stabilization Urgency Ordinance

TO:



Attachment 1



cBEVERIY) CITY OF BEVERLY HILLS

HUMAN SERVICES DIVISION

MEMORANDUM

Human Relations Commission

James R. Latta, L.C.SW., Human Services Administrator

February3, 2017

Human Relations Commission Special Meeting For The Community To
Come Together And Provide Input On The Rent Stabilization Urgency
Ordinance.

1. Press Release: Human Relations Commission Invites Tenants
and Landlords to Their Special Meeting

2. Press Release: Beverly Hills City Council Approves Tenant
Landlord Urgency Ordinance

3. Urgency Ordinance NO. 17-0-2725
4. Code Enforcement Page with Updates
5. Economists: Do rent controls work?
6. Affordable Housing is now a Middle Class Crisis in California

January 24, 2017

TO:

FROM:

DATE:

SUBJECT:

ATTACHMENT:

The Special Meeting of the Human Relations Commission (HRC) (Attachment 1) was scheduled
in response to City Council’s request for the community to come together and provide input on
the Rent Stabilization Urgency Ordinance adopted on January 24, 2017 (Attachment 2). The
HRC is charged by City Council to collect community input from this Special Meeting and the
Regular HRC meeting on Thursday February 16. These meetings are being held for the
purpose of information gathering and not for discussion of policy. The HRC will then compile the
community feedback and present the findings to the City Council at the Formal Meeting on
Tuesday, February 21 at 7 PM. City Council will use this information to gauge whether the
Urgency Ordinance will remain as stated or if changes need to be made.

The Urgency Ordinance immediately institutes three major changes to the Municipal Code
(Attachment 3). First, it limits tenant rent increases from a maximum of 10% annually to a
maximum of 3% annually. Second, it requires a payment of a relocation fee for Chapter 6
tenants from a range of $9,050 to $21,650 with the issuance of a 60-day no-cause termination
notice. The updated relocation fees also apply to Chapter 5 tenants (Attachment 4). Finally, the
Urgency Ordinance requires a registration of tenancy.

City staff is currently working on compiling information from various systems across the City into
a database. This is a work in progress and staff will keep the HRC informed. City Council also
approved an annual rent registry form similar to that of the Los Angeles Housing & Community
Investment Department. This form will be used as a tool to update information about owner,
management company, size of rental unit, rent, etc. As soon as the first draft of this is
completed, staff will bring this to the Commission for review.

02/03/2017 Special HRC Meeting



At Tuesday’s meeting on January 24, Councilmember Gold referenced articles that discussed
the economics of rent control (Attachment 5). In addition, Attachment 6 provides information
about the current housing crisis in California. These articles are included to offer a broad range
of perspective on rent stabilization, supply and demand and other issues that influence rent,
cost of apartment buildings and stability of the housing stock.

As mentioned at the City Council meeting on January 24, 2017, we are looking for the
community to come together and provide feedback at today’s Special Meeting with the goal of
developing an amicable solution somewhere in between the former Rent Stabilization
Ordinance and the recent Urgency Ordinance. Whether tenant or landlord, please share your
perspective on the amendment to the maximum rent increases, the addition of relocation fees
for Chapter 6 tenants and the increase in relocation fees for Chapter 5 tenants.

0210312017 Special HRC Meeting
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Special Meeting

Community Services
City of Beverly Hills
455 N. Rexford Dr.

Beverly Hills, CA 90210-4817
310.285.2530

www.beverlyhills.org

For Immediate Release
January 30, 2017
Contact: Dana Beesen
310.285.2530
dbeesenbeverlyhilfs.org

Human Relations Commission Invites Tenants and Landlords to Their

Beverly Hills, Calif — The Human Relations Commission invites all tenants and landlords to
come together to share ideas and concerns regarding the recently enacted Urgency Ordinance
amending the Beverly Hills Rent Stabilization Municipal Code.

The Urgency Ordinance limits tenant rent increases to 3% annually, and includes an update to
the Municipal code, requiring a payment of a relocation fee for Chapter 6 tenants from $9,050 to
$21 650 with the issuance of a 60-day no-cause termination notice. The updated relocation
fees also apply to Chapter 5 tenants. For further information on rent increases and relocation
fees, visit www.beverlyhills.org/rent.

The Human Relations Commission’s Special Meeting will be held on Friday, February 3, at 9AM
in City Council Chambers. All members of the public are invited to attend.

For more information on the Urgency Ordinance, go to www.beverlyhills.org/rent. For
questions, call Human Services at 310-285-1006.
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Community Services

City of Beverly Hills
455 N. Rexford Dr.

Beverly Hills, CA 90210-4817
310.285.2530

www.beverlyhills.org

For Immediate Release
January 27, 2017
Contact: Dana Beesen
310285.253O
Ubeesenbeverlyhillsorg

Beverly Hills City Council Approves Tenant Landlord
Urgency Ordinance

Ruling Restricts Tenant Evictions, Rent Increases and Creation of Citywide Rental
Registry Program

Beverly Hills, Calif — The Beverly Hills City Council unanimously approved urgency
measures to restrict tenant evictions and rent increases at the City Council Regular
Meeting on Tuesday, January 24. They also made a mandate to create a database for
approximately 8,600 multi-family units and establish a rental registry program.

The Urgency Ordinance limits tenant rent increase to 3% per year and a 60-day non
just cause termination notice issued to Chapter 6 tenants as of January 25, 2017,
requires increased payment of relocation fees. The updated relocation fees also apply
to Chapter 5 tenants. For more information on rent and relocation fee increases, see
www.beverlyhills.org/rent.

The City will work immediately on establishing an accurate and effective registry
database. Once established, all transactions, documents and inspections will be
maintained by the City.

For more information, go to www.beverlyhills.org/rent. For questions, call Code
Enforcement at 310-285-1119.
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ORDINANCE NO, 17-0-2725

AN URGENCY ORDINANCE OF THE CITY OF BEVERLY HILLS AMENDING THE
BEVERLY HILLS MUNICIPAL CODE TO ESTABLISH THE REQUIREMENT TO PAY
RELOCATION FEES TO TENANTS WHO ARE EVICTED FROM APARTMENT UNITS,
TO ESTABLISH A NOT TO EXCEED 3% RENT INCREASE, TO REQUIRE A
REGISTRATION OF TENANCY, AMENDING THE BEVERLY HILLS MUNICIPAL
CODE AND DECLARING THE URGENCY THEREOF

THE CITY COUNCIL OF THE CITY OF BEVERLY HILLS HEREBY ORDAINS AS
FOLLOWS:

Section 1. The City Council hereby amends Section 4-5-202 to add the following definitions
in alphabetical order:

DISABLED PERSON. Any person who is receiving benefits from a Federal, State, or
local government, or from a private entity on account of a permanent disability that prevents the
person from engaging in regular, full-time employment.

MINOR. Any person younger than eighteen years of age.

SENIOR. Any person sixty-two years of age or older.

Section 2. The City Council hereby amends the amounts of the relocation fees set forth in
Section 4-5-605 of the Beverly Hills Municipal Code as follows:

4-5-605: AMOUNT OF RELOCATION FEES: The amount of the relocation fee payable to
a tenant entitled to such fee pursuant to the provisions of this chapter shall be determined as
follows:

Apartment Size Relocation Fee

A. Bachelor $9,050

B. Single $9,050

C. I bedroom $13,900

D. 2 or more bedrooms $16,850

Provided further, those households that included a senior, disabled person, or a
minor shall be entitled to a relocation fee in the following amounts:

Apartment Size Relocation Fee

A. Bachelor $10,350

B. Single $10,350
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C. 1 bedroom $16,000

D. 2 or more bedrooms $21650

Any tenant whose occupancy of the apartment unit began after the date when
the required notice of termination was given shall not be entitled to any relocation fee.

Section 3. Paragraph B of Section 4-6-3 (“Rental Increase”) of the Beverly Hills Municipal
Code is hereby amended to read as follows:

B. Such increases shall not exceed a maximum amount of three percent (3%) of the
rental then in effect.

Section 4. The amendment to Section 3 shall expire after 30 days.

Section 5. The City Council hereby amends Chapter 6 of Title 4 of the Beverly Hills
Municipal Code to add new Section 4-6-9 thereto to read as follows:

4-6-9: RELOCATION FEE:

A. If a landlord brings an action to recover the possession of an apartment unit that is
subject to the provisions of this Chapter 6 for any of the reasons set forth in Section 4-5-
502, 4-5-503, 4-5-504, 4-5-505, 4-5-507 or 4-5-508 of this Title, the landlord is not
required to pay a relocation fee to the tenant residing in the unit. However, if a landlord
serves a notice of eviction on a tenant for any other reason, or for no specified reason,
the landlord shall pay to such tenant a relocation fee in accordance with the provisions of
this section. The relocation fee shall be due and payable to the tenant, regardless of
whether the landlord actually utilizes the apartment unit for the purposes stated in the
notice of eviction, unless the landlord notifies the tenant in writing of the withdrawal of
the notice of eviction prior to such time as the tenant has given the landlord notice of his
or her last date of occupancy, or has vacated the unit, if a notice of the last date of
occupancy is not given by the tenant, and files a copy of the notice with the city clerk
within one week after serving the notice on the tenant.

B, The relocation fee or pro rata share thereof shall be paid to any tenant who vacates the
apartment unit at the time he or she vacates it. If the landlord cannot in good faith
determine if the tenant is entitled to receive the relocation fee, it shall be deposited in
escrow in accordance with Paragraph D of this section.

C. The entire fee shall be paid to a tenant who is the only tenant in an apartment unit.
Where an apartment unit is occupied by two (2) or more tenants, payment may be
prorated among the tenants, or payment may be made to one tenant, provided all the
adult occupants of the apartment unit have signed a stipulation to judgment as described
in Paragraph D of this section. In no event shall a landlord be liable to pay a total
amount that exceeds the fee required by paragraph E of this section for one apartment
unit to all the tenants in any one apartment unit.

B0785-0001\2034769v5.doC



D. Deposit of relocation lee into escrow.

1, When the apartment unit has not been vacated, the relocation fee shall be deposited
in escrow if the tenant has furnished the landlord with the tenant’s notarized
stipulation to judgment in favor of the landlord for the repossession of the apartment
unit by the landlord within sixty (60) days after the payment of the relocation fee to
such tenant. The fee shall be released from escrow to the tenant on the day the
tenant vacates the apartment unit. Nothing in this subsection shall be deemed to
require any tenant to vacate any apartment unit before the expiration of the full notice
time to which such tenant is entitled. The sixty day period referred to in this
paragraph 1 shall not apply to any eviction where the eviction notice was given by
the landlord to the tenant on or before January 20, 2017,

2. If the landlord in good faith is unable to determine which persons are entitled to
receive the relocation fee, the landlord shall deposit the relocation fee into escrow.
The landlord shall give written notice of such deposit to each person, including the
tenant and any occupant other than the tenant, who in the landlord’s good faith
judgment may be entitled to receive the relocation fee. Upon agreement by all
persons so notified, the escrow holder may distribute the relocation fee in the
manner agreed upon. If such parties cannot reach agreement within thirty (30) days
after the date the notice of deposit is given, the division and distribution of the
relocation fee shall be determined by the hearing officer following a hearing on the
matter. No distribution from an escrow may occur until the tenant who is to receive
the relocation fee has signed a notarized stipulation to judgment pursuant to
subsection A of this section if the tenant still occupies the apartment unit.

3. All the costs of an escrow opened pursuant to the provisions of this section shall be
borne by the landlord.

The amount of the relocation fee payable to a tenant entitled to such fee pursuant to the
provisions of this section shall be determined as follows: 4-5-605: AMOUNT OF RELOCATION
FEES: The amount of the relocation fee payable to a tenant entitled to such fee pursuant to the
provisions of this chapter shall be determined as follows:

Apartment Size Relocation Fee

E. Bachelor $9,050

F. Single $9,050

G. 1 bedroom $13,900

H. 2 or more bedrooms $18,850

-3-
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Provided further, those households that included a senior, disabled person, or a
minor shall be entitled to a relocation fee in the following amounts:

Apartment Size Relocation Fee

E. Bachelor $10,350

F. Single $10,350

G. 1 bedroom $16,000

H. 2 or more bedrooms $21650

Any tenant whose occupancy of the apartment unit began after the date when
the required notice of termination was given shall not be entitled to any relocation fee.

Any tenant whose occupancy of the apartment unit began after the date when the required
notice of termination was given shall not be entitled to any relocation fee.

F. In lieu of the relocation fee required by paragraph E of this section, the landlord, at his or her
option, may relocate the tenant into a comparable replacement apartment unit satisfactory to the
tenant, in which event the landlord shall be liable only for the actual costs of relocating the
tenant, up to the maximum as set forth in paragraph E of this section per apartment unit. A
tenant shall not unreasonably withhold the approval of a replacement apartment unit offered by
the landlord. For the purposes of this paragraph only, comparability shall be determined from
the following factors: size, price, location, proximity to medical and recreational facilities, parks,
community centers, shops, transportation, schools, churches, and synagogues, amenities, and,
if the tenant desires, the location of the apartment unit in the city.

G. Waiver of relocation fee.

1. If a tenant who has received a thirty (30) day notice to vacate premises does not
vacate the apartment unit within such time, and the landlord thereafter files a complaint
for writ or judgment restoring possession, and the court orders such tenant to vacate the
apartment unit, such tenant shall be deemed to have waived all rights to any relocation
benefit to which he or she is otherwise entitled pursuant to this section and shall return
to the landlord any relocation fee or other benefit so received, plus interest at the rate
allowed by law.

2. After the required notice period has passed, if a tenant has signed a stipulation
for judgment and received a relocation fee, whether directly or as the result of the
distribution of a deposit, and does not vacate the apartment unit within sixty (60) days
after such receipt, the tenant shall be deemed to have waived all rights to any relocation
benefits to which he or she is otherwise entitled pursuant to this section, and the tenant
shall be obligated to return to the landlord any relocation fee or other benefit so received,
plus interest at the rate allowed by law.

-4-
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H. Registration of Tenancy

Landlords shall be required to annually fill out a form similar to the Los Angeles Registry,
as modified by the City. The form shall be returned to the City within 30 days after the landlord
has received the form from the City.

Section 6, Urgency Findings. The City Council finds as follows:

(a) Currently, there is a shortage of affordable housing that is available to all segments of
the community both within the County of Los Angeles and specifically within the City of
Beverly Hills, The increased cost of constructing and purchasing housing within the
Southern California region has caused an increase in the rents that are being charged
for apartment units. Studies, which were presented to the City Council and are part of
the record regarding the adoption of this ordinance, have shown that there is a shortage
of the number of apartment units that are available for rent and that the rents that are
being charged for apartment units are increasing dramatically, especially within Southern
California and within the City of Beverly Hills. Because of the state Costa Hawkins
statute (Civil Code Section 1954.50, et seq.), rents often are increased substantially
following a vacancy. The ability to increase rents following a vacancy is an incentive for
a landlord to evict an existing tenant so the unit can be re-rented for a rent that is
significantly higher. In the City of Beverly Hills, apartment units that are subject to
Chapter 6 of Title 4 of the Beverly Hills Municipal Code are not subject to “just cause”
eviction constraints and the tenant can receive rent increases of 10%. Accordingly,
tenants living in those units may be given notice by their landlords that their tenancy is
being terminated for no specified reason, and they must vacate their units and find a
different apartment unit within which to live or they can have their rent increased by 10%.
This ordinance is designed to address this situation by requiring landlords who are
evicting a tenant without “just cause,” as defined herein, to pay relocation fees to the
tenant, which will assist the tenant with the cost of obtaining and moving into a different
rental unit and will limit rent increases to 3% annually.

(b) Therefore, the City Council finds and determines that the immediate preservation of the
public peace, health, and safety requires that this ordinance be enacted as an urgency
ordinance pursuant to Government Code Section 36937(b) and take effect immediately
upon adoption. If this Ordinance does not become effective immediately, but instead
becomes effective thirty days after its second reading, an increased number of tenants,
including seniors and disabled tenants, will have their rents raised by 10%, or who are
evicted without cause, will be unable to bear the cost of finding another unit and moving
into the unit. At a minimum, the expense of moving to a new unit or having a rent
increase of 10% will potentially cause the tenant to cut back on spending for health care,
food, or medicine. Therefore, this Ordinance is necessary for the immediate
preservation of the public peace, health and safety and its urgency is hereby declared.

Section 7. CEQA. This ordinance is exempt from CEQA pursuant to CEQA Guidelines
section 15061(b)(3) which is the general rule that CEQA applies only to projects which have the
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potential for causing a significant effect on the environment, and CEQA does not apply where it
can be seen with certainty that there is no possibility that the activity may have a significant
effecton he environment. It can be seen with certainty that requiring landlords who evict
tenants without cause to pay relocation fees to the tenants who are evicted from their units
without cause will not cause a significant effect on the environment.

Section 8. Publication. The City Clerk shall cause this Ordinance to be published at least
once in a newspaper of general circulation published and circulated in the city within fifteen (15)
days after its passage in accordance with Section 36933 of the Government Code, shall certify
to the adoption of this Ordinance and shall cause this Ordinance and the city Clerk’s
certification, together with proof of publication, to be entered in the Book of Ordinances of the
Council of this city.

Section 9. Effective Date. This Ordinance is adopted as an urgency ordinance for the
immediate preservation of the public peace, health and safety within the meaning of
Government Code Section 36937(b), and therefore shall be passed immediately upon its
introduction and shall become effective immediately upon its adoption by a minimum 4/5 vote of
the City Council.

Section 10. Certification. The City Clerk shall certify to the adoption of this Ordinance,

Adopted: January 24, 2017
Effective: January 24, 2017

JOHN A. MIRISCH
Mayor of the City of Beverly Hills, California

ATTEST:

BYROOPE ‘1J
City CIerTc

APPROVED AS TO FORM:

J
LAURENCE S. WIENER
City Attorney

MAHDjIALUZRI
City Mknager
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Tenant and Landlord Information Page 1 of 1

Tenant and Landord nformatton

Search I
Community Presen’ation enforces Beverly Hills Municipal Code provisions regulating residential multi-family rent stabilization of —IC apartment units only: there fore our rent control does not apply to condominium units sin gte-family homes. or commercial spaces.
Please refer to the LA County Department of Consumer Affairt (DCA) Landlord Handbook link and contact info at the bottom of this
page if you are not an apartment unit tenant.

Landlords Requited Notice to Prospective Tenants

Effectue December1 2004 andicrds are requred to OrOvide a minimum 24-i-cur notice enor to the execution of a lease ot rental aoreement
to any terrant whose rent w be n-ore than $600 per month a ChapterS tecart, The notice Ciii aduse the prospective tyrant o certain nghts
and responsibilities of both iarrd!crds and tenants NOTE: The information in this notice applies to Chapter 6 tenants only. fy05 are
unab,e to read the document on me or to down sad it you may request t be mailed to you by calling 310-285-1119 Lanifoths pease note that
if the document is mai’ed to you the engine/should be retaned for copying in your office for future use or you may download it from this neb
page each time you need /t You may download the POF document here This Notices required to be read and signed by both the
prospective tenantis/ and the landlord 24-hours in advance of the signing of any lease or rental agreement You may view/download the
brochure by c icking hme

Tenant Landlord Forum

The Human Relations Commission presents the Ta .ant Landiord bonn The Commission w Ii assess your s tuation and advise on a p/an for
reso ution This Forum is avai able to both Chapter Sand ChapterS tenants

Request assistance by hml’rg cut and submit/.ng the Teral Curc crd C scutv v0 i- or by ca/ins 31 C.285.rCC6 to d scuss a Ii- s/a”

Tne Comm ssion we comes community members to jo/ce the Forum at the Comm saion meeting which meets every third Thursday of the
north at 900am Community members will have 10 minutes to present and d sousa the r situator The Commisson can consult on next
steps to address the issue The Commission snot able to vitemere d reotly between nvclued parties

There are two rent control oro nances both n Title 4 o me Sever y Hit/s ‘durcpa: Code ChuOter S Cccx and Crania: 6 Cede Li tenants ir
aparrrnent units wit fall under one of these two enmst.ng Code Sectiocs

Annual Rent Increases (Calculated on the rent being paid when the increase goes into effect, not on the starling or move-in rent)

Chapter 5 Tenants
Checter 5 Tenai’tv FAQ - 2017 Update —

Tenants whose most recent lease or rental agreement stipulates a move-n rent of $600 or less per month are Chapter 5 tenants You may
calt 310-285-1037 to hear the current allowable Chapter 5 rent increase
The maximum allowable ChapterS Rent increase for March 2077 ts 1.0%

ChapterS Tenants
Cfaoter S Tenentn 5/4Q - 20f Ucdate —

Tenants whose most recent ease or rents agrvemen: si-puates a move-rn re-i: of more ti-an $600 per month are Chapter 6 terra-its
As of January 25, 2017, the Chapter 6 rent increase may be any percent from 0% to a maximum of 3% regardless of the date of the
increase notice.

tn addition, a 60-day non-just cause termination of tenancy notice issued to a Chapter 6 tenant as of January 25, 2017. requires
payment of a relocation fee as in the chart below. These new fees also apply to a ChapterS tenant relocation.

Unit Type Relocation Fee If tenant isa Senior Citizen (62+years), Disabled, or a Minor
Bachelor or singe $ 9050 $ 10350
One bedroom $13900 $16000

Two or more bedrooms $ 18850 $21 650

A video of the Ct’; Council meeting regarding the adopt on of the urgency ord nance may be v ewed at
htlp//bever/yhm/ls sranicus oem/Med sprayer pnp”vmew,d=2&cmmpid=5435

Security Deposit Interest

Severy H I/s coes not requi”e that n/crest be paid on secunty deposits

NOTE The determ nation of whether a tenant s covered by ChapterS or Chapter 6 regutatons a based acle y on the nitial rents amount
stated in the most recent va io lease or renta aoreement and not on ti-c current rent amount wruch s the rest of rent ncreases over Owe
cor exampe a Chapters tenants current ren.t may be $1000 per month due to nioreases over twa nowever the tenant renans a Chapter
tenant f the rent si-pulated ii ffi.e most recent valid iease or rental aqreement was 56CC or ass per mo—tb

Ques’:ons’7 Cal 310-288-1 19 subm I a question OniCe at —or 6e

CALIFORNIA TENANTS
LA County Department of Consumer Affairs Rent Stabilization

For a/tissues not covered under the ooa/ Beverly Hills ChapterS or 6 Rent Stab lization Code Sections as welt astor all civil ease-re ated
saves please refer to the State of California s Department of Consumer Affairs California Tenants Handbook This invaluable reference may

be viewed at the link below The POP booklet may be downloaded for future reference Contact the local Los Angeles County Department of
Consumer Affairs (DCA) Rent Stabilization information at 213) 974-1452

Pagn vpdatee January 2’ 20/7

ij tuaeemmuat’ ereaev Eaa

CALIFORNIA TENANTS
a tsumni meetase7xwewamaaiaaes

nt/p /wvno 005 ca gov/pu0toatcns/’ardiorcbcokJncev snt

http ://www.beverlyhills .org/citygovernment/departments/cornmunitydevelopment/codeco... 1/28/2017





Code Enforcement Division • Rent Stabilization
Community Development Department

CHAPTER 5 RENT REGULATIONS

BACKGROUND
[ALL CODE SECTIONS REFER TO THE BEVERLY HILLS MuN1CIPAL CODE UNLESS OTHERWISE NOTED.J

The Beverly Hills City Council adopted Chapter 5 regulations on September 19, 197$, in
response to a critically low vacancy rate, which contributed to a substantial and rising number
of exorbitant rental rate increases. It was the City Councils opinion that if the increases were
allowed to continue, many people would be unable to pay their rent and displacements would
occur. This would be detrimental to the public health and welfare by adversely affecting the
lives of a substantial number of residents of Beverly Hills who reside in apartment units. It
would create a hardship for senior citizens, persons with fixed/low incomes. In the public
interest, the City Council deemed it necessary to protect the occupants of apartment units from
unreasonable rent increases, while at the same time recognizing the landlord’s need to have
sufficient rental increases to cover maintenance and increased costs of operation, and to
encourage capital improvements.

The following are not subject to rent control regulations:

• singIefamily dwellings
• condominium units
• business or commercial properties
a housing accommodations in hotels, motels, inns or boarding houses unless they have been

rented to permanent residents for more than 30 consecutive days.

The following actions by a landlord require an application and review by the Code Enforcement
Division:

• recovery of an occupied apartment unit for use as a personal residence or for use by an
immediate family member

a a major remodel project
a conversion of the building to a Common Interest Development (CID) (condominiums)
a removal of an apartment building from the rental market
a request for a hardship adjustment to increase rent beyond the allowable amount.

The entire process is explained to the landlord before issuing the application form. The
completed application form is reviewed with the landlord to assure completeness and



submittal of all required documents. The application is recorded at the City Clerks office after
which the process is initiated in compliance with Code requirements as to noticing time lines,
tenant relocation fees, staff reports, hearings and final property inspections when the work is
completed.

NOTE: As of January 25, 2017, Chapter 5 relocation fees have been modified; refer to the
chart at the end of this document.

RENT INCREASES

The amount of increase shall be 8% or the average Consumer Price Index (CPI) figure,
whichever is less at the time.

A property owner may impose an annual rent increase with a 30-day written notice [Section 4
5-303(a)] which must be sent by First Class Mail and have a five-day postmark. Therefore, the
minimum notice time required is 35 days [Section 46-3(a)(c) and California Civil Code Section
827(b)(1)(B)(2),(3)].

FAQ

1. Can a property owner pass on additional surcharges?

Yes, utility surcharges as well as capital expenditure surcharges may be passed on as
long as the Rent Control Ordinance formulas are followed. These surcharges are passed
on at the time of the annual rent increase. Capital expenditure surcharges are
amortized over a period of 60 months and cannot exceed 4% of the apartment
resident’s base rent. Utility surcharges are permitted; however, they are not considered
part of the base rent. [Section 4-5-304 & 4-5-306]

2. Can a property owner and an apartment resident have a separate agreement regarding
the tenancy and monthly base rent?

No; any agreement, which waives the benefit of a tenant relating to the amount of rent
to be paid for an apartment unit, shall be deemed contrary to public policy and shall be
void. [Section 4-5-103]

3. Can a property owner increase the tenant’s security deposit?

The security deposit lawfully imposed by the landlord may be increased annually by the
same percentage the base rent is increased. [Section 4-5-303(d)]

4. Can a property owner increase the rent for an additional person residing in the
apartment unit if they are not listed on the tenancy or lease agreement?



Yes, the property owner has two options: the right to terminate tenancy or to raise the
rent a maximum of 10% of the base rent for each additional tenant. [Section 4-5-508] A
30-day written Notice of Increase is required. [Section 4-5-307] If the increase notice is
delivered by First Class Mail, then a minimum 35-day notice (30-day notice plus the five-
day post mark) is required [Section 4-6-3(a)(c) and California Civil Code Section
827(b)(1)(B)f2),(3)].

5. If, after receiving annual rent increase, a rent exceeds $600 per month, is the apartment
unit still subject to Chapter 5 rent control regulations?

Yes; since the tenancy at one time was $600 or less per month, it continues to be
controlled by Chapter 5 regulations. [Section 4-5-102(1)]

6. Are units and rent levels registered with the City?

No; the City does not require that rent controlled units and rent amounts be registered
nor does the City maintain a list of rent controlled units and rent amounts.

7. How often can rent be increased?

A rent increase may be imposed a maximum of once in a twelve-month period at the
maximum allowable base rent increase rate as calculated for the month the increase is
effective [Section 4-5-303(a)].

8. Are the provisions of the rent control guidelines effective when there is a voluntary
vacancy?

No; the apartment unit becomes decontrolled and may be re-rented for more than $600
per month [Section 4-5-102(g)] after which the annual increase is subject to the
applicable Chapter 6 rent control guidelines. [Section 4-6-3]

9. Is a resident building manager covered by rent control regulations?

lithe building manager’s compensation or reduction in rent is equal to at least 50% of
the current fair market rental value of such unit, the building manager is considered a
manager and is not covered by rent control regulations. However, if the compensation
is less than 50%, the building manager is considered a tenant and is subject to the rent
control guidelines. [Section 4-5-202]

10. lithe building is purchased by a new owner is the new owner allowed to automatically
make rent adjustments?

No; allowable rental increases are stipulated by the Ordinance. [Section 4-5-303 thru
309]



11. Is there an option available for property owners who may want to increase rents on
units renting well below market rates?

The property owner has the option of filing a Hardship Adjustment Petition and having
the Hearing Officer review the case to determine if an increase beyond the permissible
amount would be allowable. [Section 4-5-401(a)]

12. On what grounds can a landlord terminate tenancy?

Tenancy can be terminated for the reasons listed below. Per State law, a Three-Day
Perform or Quit Notice (eviction notice) is required to terminate tenancy for any of
these just-cause reasons (no relocation fee required).

a failure to pay rent [Section 4-5-502]
• violation of obligation [Section 4-5-503]
• maintenance of nuisances [Section 4-5-504]
• illegal uses [Section 4-5-505]
a refusal to execute a lease [Section 4-5-506]
a refusal to provide access [Section 4-5-507]
• unapproved subtenants [Section 4-5-508]

The following are also considered just-cause reasons for tenancy termination and have
varying notice requirements:

a change of building manager [Section 4-5-510] 60-day notice
• withdrawal of the unit from rental market [Section 4-5-513] 60-day notice
a use by landlords [Section 4-5-509] 90-day notice
a demolition or condominium conversion [Section 4-5-511] 90-day notice
• major remodel / Ellis Act [Section 4-5-512] One-year notice

13. If tenancy is terminated for a just-cause reason, is the tenant entitled to a relocation fee
and, if so, how much?

Relocation fees will be paid to apartment residents evicted for major remodel, use by
landlord, demolition, condominium conversion, or Ellis Act as long as the tenancy has
existed for two and one-half (2¾) years, or more, prior to the date of the vacation of the
apartment unit. When the tenancy has existed for less than two and one-half (2¾) years
but more than one year prior to the date of the vacation of the apartment unit, the
relocation fee shall be one-half (¾) of the following amounts:

. . If tenant is a Senior Citizen (62+ yrs), DisabledUnit Type Relocation Fee
Person, or Minor

Bachelor or Single $ 9,050 $ 10,350

One Bedroom $ 13,900 $ 16,000

Two or More Bedrooms $ 18,850 $ 21,650



Code Enforcement Division • Rent Stabilization
Community Development Department

CHAPTER 6 RENT REGULATIONS

BACKGROUND
[ALL CODE SECTIONS REFER TO THE BEVERLY HILLS MUNICIPAL CODE UNLESS OTHERWISE NOTED]

On June 3, 1986, the City Council imposed a moratorium on rental increases (Ordinance 86-0-
1970) because of numerous complaints received from apartment residents who had received
exorbitant rent increases. The moratorium became effective June 3, 1986, through November
7, 1986, it protected tenants who began their tenancy paying a tent of more than $600 per
month. On September 16, 1986, this moratorium was amended by Ordinance 86-0-1908 to
include duplexes.

The provisions only apply to apartment units that rented for more than $600 per month as of
May 31, 1978, or thereafter [Section 4-6-1]. All buildings containing units that have always
rented for more than $600 per month after May 31, 1978, are covered under this Ordinance
[Section 4-6-1]. It does not apply to housing accommodations in hotels, motels, inns and
boarding houses unless they have been rented to permanent residents for more than 30
consecutive days.

On January 24, 2017, the City modified the rent control ordinance with an Urgency
Ordinance. The changes made are as follows:

• As of January 25, 2017, the Chapter 6 rent increase may be any percent from 0% to a
maximum of 3% regardless of the date of the increase notice.* (The finalized urgency
ordinance modifying the current rent ordinance will be posted on the City’s rent web
page at www.beverlyhiHs.org/rent when it becomes available.)

• A 60-Day Non-Just Cause Termination of Tenancy issued to a Chapter 6 tenant as of
January 25, 2017, requires payment of a relocation fee (see the chart at the end of this
document). These relocation fees also apply to Chapter 5 tenant relocations.

RENT INCREASES

A property owner may increase rent anywhere from 0% to 3% with a 30-day written notice.
However, if the notice is sent by First Class Mail, the minimum notice time required is 35 days
[Section 4-6-3(a)fc and California Civil Code Section 827(b)(1)(B)(2),(3)].



FAQ

1. Are building managers covered under this Ordinance?

Yes, the annual rental increase for a building manager may not exceed 3%.

2. Can a property owner pass on capital expenditure or utility surcharges?

No. [Section 4-6-3(b)]

3. How often may rent be increased?

Once every twelve (12) months as long as it is preceded by a written 30 (or 35)-day
notice (see “RENT INCREASES” above). [Section 4-6-3(a)(c) and California Civil Code
Sections 827 and 1946.1]

4. Can a property owner and tenant agree to a higher rent increase than the permitted
3%?

No; any provision of a rental agreement or lease, or any other agreement between a
landlord and a tenant, executed on or after December 29, 2000, which waives any
provision of Chapter 6 relating to the maximum amount of rent to be paid for an
apartment unit shall be deemed contrary to public policy and shall be void unless
expressly authorized by State law.

5. What are ‘just-cause” terminations of tenancy? Can the property owner raise the rent
after a just-cause termination of tenancy? What noticing is required?

The property owner may terminate tenancy for one of the following “just-cause”
reasons, and the vacated unit may be re-rented at market value; a Three-Day Quit or
Perform Notice is required for just-cause terminations of tenancy:

• failure to pay rent [Section 4-5-502]
• violation of obligations [Section 4-5-503]
• maintenance of a nuisance [Section 4-5-504]
• illegal use of the apartment unit [Section 4-5-505]
• refusal to provide access to the apartment unit [Section 4-5-507]
• allowing an unapproved subtenant [Section 4-5-508]
• removal of a manager to move in another manager [Section 4-6-06].

6. How much notice must the property owner give for an involuntary termination of
tenancy?

A minimum of 60 days or as stipulated in the California Civil Code 2007 Update:
http://www.dca.ca.gov/publications/landlordbook/2007update.shtml



7. Can a property owner terminate tenancy for no cause?

Yes, but only if it is a month-to-month tenancy. However, if a tenancy is terminated for
no cause, the apartment unit is not decontrolled and may not be rented for more than
what was being paid by the renter when the tenancy was terminated. [Section 4-6-6)

8. How many days’ notice must the property owner give for a no cause termination of
tenancy?

A minimum of 60 days or as stipulated in the California Civil Code 2007 Update:
http://www.dca.ca.gov/publications/landlordbook/2007 update.shtml

9. If an apartment unit is voluntarily vacated, how much rent can be charged?

The apartment unit may be re-rented for whatever the property owner and new tenant
agree to. [Section 4-6-5]

10. Is a major remodel considered a just-cause for termination of tenancy?

Major remodel is not considered a just-cause; the apartment unit does not become
decontrolled. A sixty (60) day written notice, with a five-day postmark, is required for
termination of tenancy and after the remodel is completed the apartment unit may not
be rented for more than what was being paid by the resident whose tenancy was
terminated for the remodel. [Section 4-6-6]

11. If the lease or rental agreement allows for only a certain number of renters and more
move in, can the property owner increase the rent and/or terminate tenancy? [Section
4-5-5]

Increases are restricted to once every 12 months, but if an additional person moves in
to the unit a new rental agreement may be negotiated. The property owner can also
exercise their right under State law. You may consult the State of California’s “California
Tenants” at this link: http://wwwUca.cagov/publications/landlordbook/inUex.shtml

12. If a property owner terminates tenancy for a non-just cause and the rent remains
controlled, when can a rental increase be imposed?

On the anniversary date of the previous tenant’s rent increase, as long as a 30-day
written notice is given to the new tenant. However, tenants who move in under a new
lease agreement cannot be given a rent increase until the minimum 12-month period
has passed.



13. Is the property owner required to pay a relocation fee or file a notice of termination of
tenancy with the City?

Yes, a relocation fee is required (see chart below) when a termination of tenancy notice
(no cause termination) is served. Filing a notice with the City is not required.

. . If the tenant is a Senior Citizen (62+ yrs),Unit Type Relocation Fee .

Disabled Person, or Minor

Bachelor or Single $ 9,050 $ 10,350

One Bedroom $ 13,900 $ 16,000

$ 18,850 $ 21,650
]
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For some of life’s questions, you’re not alone.
Together we can find an answer.
Find out more >

The idea of aflowing governments to set limits on the rents that can be charged by landlords strikes many people as a sensible way to address
problems in housing markets. New York’s mayor Bill de Blasio, has campaigned vigorously for rent freezes on rent-stabilised apartments. In
London, several mayoral hopefuls have mooted the idea of introducing some form of rent control to the city. Why are rent controls popular, and
do they work?

Rent regulation can take various forms, including rent control (the placing of a cap on the rent that can be charged) and rent stabibsation
(setting limits on how much rent can be raised over time). Supporters argue that introducing controls helps ensure that households on low and
middle incomes are not squeezed out of cities in which housing costs are soaring. In many booming cities, growth has pushed up rents, and over
time the composition of many neighbourhoods has changed in favour of those who can afford higher prices. Supporters of tent control often
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point to Germany, where it is illegal to charge rent more than ao% above the level charged for a comparable property. (Around 50% of people rent
their housing in Germany; almost 90% of all Berliners do, many in pleasingly spacious, well-looked-after apartments.) In the ten years to 2014,

the proportion of British households headed by someone aged between 25 and 34 which tented privately rose from 22% to 44%. In Seattle, rents
for one-bedroom apartments increased by nearly n% between 2010 and 2013. A case could be made that rent controls provide long-term security

For some of life’s questions, you’re not alone.
Together we can find an answer.

Find out more >

secure rent-stabilised properties. The example of Germany is also an imperfect one: many cities there have seen declining populations and low
(or falling) house prices over the past two decades, although the latter is now changing in several cities.

In places where demand for urban housing is rising (as in London. New York and Seartle, a more effective policy is simply to build mote
housing. The number of houses being built each year in Britain peaked in ;g68 at 352,540 dwellings. Since 2008 there has been a particularly bad
slump, while a restrictive “green belt” around the edges of London restricts growth. Meanwhile many developers sit on the land, watching its

value grow. According to McKinsev, some 45% of land which is due to be developed in London remains idle. Housebuilding rates are even lower
in Germany, says Kath Scanion of the London School of Economics. Restrictive zoning laws in places such as San Francisco (which also has rent
control) could also be loosened, though locals might not like it, But in order to keep housing affordable, politicians will have to take on the
NIMBYs, not just the landlords.

Dig deeper

Land-use restrictions are a costly constraint on growth (April 2015)

Neighbourhood change can benefit poor as well as rich (february 2015)

Update: This blog post has been amended to remove the news peg.
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EcoNor1cs
B ERi’’ About the Author

\ ew York State legislators defend the War Emergency Tenant Protection Related CE! Articles:
Act—also known as rent control—as a way of protecting tenants from Demand

war-related HOUSING shortages. The war referred to in the law is not the 2003 Economic Freedom
war in Iraq, however, or the Vietnam War; it is World War II, That is when Ethics and Economics
rent control started in New York City. Of course, war has very little to do Government Growth
with apartment shortages. On the contrary, the shortage is created by rent Housing
control, the supposed solution, Gotham is far from the only city to have tnformation and Prices
embraced rent control. Many others across the United States have Investment
succumbed to the blandishments of this legislative “fix.” Price Controls

Rent See king
Rent control, like all other government-mandated PRICE CONTROLS, is a law placing a Socialism
maximum price, or a “rent ceiling,” on what landlords may charge tenants. If it is to

Supply
have any effect, the rent level must be set at a rate below that which would

Welfareotherwise have prevailed. (An enactment prohibiting apartment rents from
-

. Related CEEexceeding, say, $lOOr000 per month would have no effect since no one would pay Biographies:
that amount in any case.) But if rents are established at less than their equilibrium Milton Friedman
levels, the quantity demanded will necessarily exceed the amount supplied, and rent Friedrich August Hayek
control will lead to a shortage of dwelling soaces. In a competitive market and

Gunnar Myrdal
absent controls on prices, if the amount of a commodity or service demanded is
larger than the amount supplied, prices rise to eliminate the shortage (by both
bringing forth new SUPPLY and by reducing the amount demanded). But controls
prevent rents from attaining market-clearing levels and shortages result. Go to 1st Edition

With shortages in the controlled sector, this excess DEMAND spills over onto the noncontrolled sector
(typically, new upper-bracket rental units or condominiums). But this noncontralled segment of the
market is likely to be smaller than it would be without controls because property owners fear that
controls may one day be placed on them, The high demand in the noncontrolled segment along with the
small quantity supplied, both caused by rent control, boost prices in that segment. Paradoxically, then,
even though rents may be lower in the controlled sector, they rise greatly for uncontrolled units and may
be higher for rental housing as a whole.

As in the case of other price ceilings, rent control causes shortages, diminution in the quality of the
product, and queues. But rent control differs from other such schemes. With price controls on gasoline,
the waiting lines worked on a first-come-first-served basis. With rent control, because the law places
sitting tenants first in the queue, many of them benefit.

The Effects of Rent Control

Economists are virtually unanimous in concluding that rent controls are destructive. In a 1990 poll of 464
economists published in the May 1992 issue of the American Economic Review, 93 percent of U.S.
respondents agreed, either completely or with provisos, that “a ceiling on rents reduces the quantity and
quality of housing available.”’ Similarly, another study reported that more than 95 percent of the

http//www.econlib.orglcgi-binfprintcee.pi
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Canadian economists polled agreed with the statement. 2 The agreement cuts across the usual political
spectrum, ranging aM the way from Nobel Prize winners MXLTON FRIEDMAN and FRIEDRICH HAYEK on the “right”
to their fellow Nobel laureate GUNNAR MYRDAL, an important architect of the Swedish Labor Party’s WELFARE
state, on the “left.” Myrdal stated, “Rent control has in certain Western countries constituted, maybe, the
worst example of poor planning by governments lacking courage and vision.”3 His fellow Swedish
economist (and socialist) Assar Lindbeck asserted, “In many cases rent control appears to be the most
efficient technique presently known to destroy a city—except for bombing.”4 That cities like New York
have clearly not been destroyed by rent control is due to the fact that rent control has been relaxed over
the years. Rent stabilization, for example, which took the place of rent control for newer buildings, is
less restrictive than the old tent control. Also, the decades-long boom in the New York City housing
market is not in rent-controlled or rent-stabilized units, but in condominiums and cooperative housing.
But these two forms of housing ownership grew important as a way of getting around tent control.

Economists have shown that rent control diverts new INVESTMENT, which would otherwise have gone to
rental housing, toward greener pastures—greener in terms of consumer need. They have demonstrated
that it leads to housing deterioration, fewer repairs, and less maintenance. For example, Paul Niebanck
found that 29 percent of rent-controlled housing in the United States was deteriorated, but only 8 percent
of the uncontrolled units were in such a state of disrepair. Joel Brenner and Herbert Franklin cited similar
statistics for England and France.

The economic reasons are straightforward. One effect of government oversight is to retard investment in
residential rental units. Imagine that you have five million dollars to invest and can place the funds in
any industry you wish. In most businesses, governments will place only limited controls and taxes on
your enterprise. But if you entrust your money to rental housing, you must pass one additional hurdle:
the rent-control authority, with its hearings, red tape, and rent ceilings. Under these conditions is it any
wonder that you are less likely to build or purchase rental housing?

This line of reasoning holds not just for you, but for everyone else as well. As a result, the quantity of
apartments for rent will be far smaller than otherwise. And not so amazingly, the preceding analysis
holds true not only for the case where rent controls are in place, but even where they are only
threatened. The mere anticipation of controls is enough to have a chilling effect on such investment.
Instead, everything else under the sun in the real estate market has been built: condominiums, office
towers, hotels, warehouses, commercial space. Why? Because such investments have never been subject
to rent controls, and no one fears that they ever will be. It is no accident that these facilities boast
healthy vacancy rates and relatively slowly increasing rental rates, while residential space suffers from a
virtual zero vacancy rate in the controlled sector and skyrocketing prices in the uncontrolled sector.

Although many rent-control ordinances specifically exempt new rental units from coverage, investors are
too cautious (perhaps too smart) to put their faith in rental housing. In numerous cases housing units
supposedly exempt forever from controls were nevertheless brought under the provisions of this law due
to some “emergency” or other. New York City’s government, for example, has three times broken its
promise to exempt new or vacant units from control. So prevalent is this practice of rent-control
authorities that a new term has been invented to describe it: “recapture.”

Rent control has destroyed entire sections of sound housing in New York’s South Bronx and has led to
decay and abandonment throughout the entire five boroughs of the city. Although hard statistics on
abandonments are not available, William Tucker estimates that about 30,000 New York apartments were
abandoned annually from 1972 to 1982, a loss of almost a third of a million units in this eleven-year
period. Thanks to rent control, and to potential investors’ all-too-rational fear that rent control will
become even more stringent, no sensible investor will build rental housing unsubsidized by government.

http:Th,ww.econlib.orgIcgibir’printcae.pI 2/5
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Effects on Tenants

Existing rental units fare poorly under rent control. Even with the best will in the world, the landlord
sometimes cannot afford to pay his escalating fuel, labor, and materials bills, to say nothing of
refinancing his mortgage, out of the rent increase he can legally charge. And under rent controls he lacks
the best will; the incentive he had under free-market conditions to supply tenant services is severely
reduced.

The sitting tenant is “protected” by rent control but, in many cases, receives no teal rental bargain
because of improper maintenance, poor repairs and painting, and grudging provision of services. The
enjoyment he can derive out of his dwelling space ultimately tends to be reduced to a level
commensurate with his controlled rent. This may take decades, though, and meanwhile he benefits from
rent control.

In fact, many tenants, usually rich or middle-class ones who ace politically connected or who were lucky
enough to be in the tight place at the right time, can gain a lot from rent control. Tenants in some of the
nicest neighborhoods in New York City pay a scandalously small fraction of the market price of their
apartments. In the eariy 1980s, for example, former mayor Ed Koch paid $441.49 for an apartment then
worth about $1,200.00 per month. Some people in this fortunate position use their apartments like hotel
rooms, visiting only a few times per year.

Then there is the “old lady effect.” Consider the case of a two-parent, four-child family that has occupied
a ten-room rental dwelling. One by one the children grow up, marry, and move elsewhere. The husband
dies. Now the lady is left with a gigantic apartment. She uses only two or three of the rooms and, to
save on heating and cleaning, closes off the remainder. Without rent control she would move to a smaller
accommodation. But rent control makes that option unattractive. Needless to say, these practices further
exacerbate the housing crisis. Repeal of rent control would free up thousands of such rooms very quickly,
dampening the impetus toward vastly higher rents.

What determines whether or not a tenant benefits from rent control? If the building in which he lives is in
a good neighborhood where rents would rise appreciably if rent control were repealed, then the landlord
has an incentive to maintain the building against the prospect of that happy day. This incentive is
enhanced if there are many decontrolled units in the building (due to “vacancy decontrol” when tenants
move out) or privately owned condominiums for which the landlord must provide adequate services. Then
the tenant who pays the scandalously low rent may “free ride” on his neighbors. But in the more typical
case the quality of housing services tends to reflect rental payments. This, at least, is the situation that
will prevail at equilibrium.

If government really had the best interests of tenants at heart and was for some reason determined to
employ controls, it would do the very opposite of imposing rent restrictions: it would instead control the
price of every other good and service available, apart from residential suites, in an attempt to divert
resources out of all those other opportunities and into this one field. But that, of course, would bring
about full-scale socialism, the very system under which the Eastern Europeans suffered so grimly. If the
government wanted to help the poor and was for some reason constrained to keep rent controls, it would
do better to tightly control rents on luxury unit rentals and to eliminate rent controls on more modest
dwellings—the very opposite of the present practice, Then, builders’ incentives would be turned around.
Instead of erecting luxury dwellings, which are now exempt, they would be led, “as if by an invisible
hand,” to create housing for the poor and middle classes.

Soutlons
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The negative consequences of rent legislation have become so massive and perverse that even many of
its former supporters have spoken out against it. Instead of urging a quick termination of controls,
however, some pundits would only allow landlords to buy tenants out of their controlled dwellings. That
they propose such a solution is understandable. Because tenants outnumber landlords and are usually
convinced that rent control is in their best interests, they are likely to invest considerable political
energy (see RENT SEEIUNG) in maintaining rent control. Having landlords “buy off” these opponents of
reform, therefore, could be a politically effective way to end rent control.

But making property owners pay to escape a law that has victimized many of them for years is not an
effective way to make them confident that rent controls will be absent in the future. The surest way to
encourage private investment is to signal investors that housing will be safe from rent control. And the
most effective way to do that is to eliminate the possibility of rent control with an amendment to the
state constitution that forbids it. Paradoxically, one of the best ways to help tenants is to protect the
EONMIC FREEDOM of landlords.

Rent Control: It’s Worse Than Bombing

NEW DELHI—A “romantic conception of SOCIALISM” ... destroyed Vietnam’s economy in the years after the
Vietnam war, Foreign Minister Nguyen Co Thach said Friday.

Addressing a crowded news conference in the Indian capital, Mr. Thach admitted that controls ... had
artificially encouraged demand and discouraged supply.... House rents had ... been kept low ... so all
the houses in Hanoi had fallen into disrepair, said Mr. Thach.

“The Americans couldn’t destroy Hanoi, but we have destroyed our city by very low rents. We realized
it was stupid and that we must change policy,” he said.

—From a news report in Journal of Commerce, quoted in Dan Seligman, ‘Keeping Up,” fortune, februaiy 27,
1989.

About the Author
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(http://www.tenant.nerJAIerts/Guide/papers/mgreenLhtm). This is due to the fact that when rents mach a certain
level ($2,000 per month under certain conditions), apartments leave the controlled sector altogether. Inflation plus a “hot”
New York City housing market have pushed many units above this level. See on this
httpf/www. housi ngnyc.com/html/resources/faqfdecontrol .html Ken Rosenblum, Mike Golden, and Deborah Poole
provided the above cites.
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Affordable Housing Is Now a Middle-Class Crisis in

NEWS & ANALYSIS

Affordable Housing Is Now a
Middle-Class Crisis in California
Christopher Thornberg January 24, 2017

California has a housing crisis.

Page 1 of6

This probably doesn’t sound like news given the recent publicity about
disputes over homelessness, rapidly rising rents, and
gentrification—and the flurry of policy proposals for everything from rent
control to fees on commercial construction and property sales used to
support affordable housing programs. Unfortunately, the conversation
about housing is largely disconnected from the reality of the problem,
its causes, and potential fixes.

Debate about
the housing
crisis typically
revolves around

The social costs of this middle-class housing
crisis are not sufficiently appreciated. These
middle-income families have less money to

California’s housing crisis is spreading to the middle class photo by Nick Bastian via flickr
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low-income spend on other goods and services—and that
households, and creates huge losses across the economy.
understandably
so. The rule of thumb is that people shouldn’t spend more than 30
percent of their income on housing. Meeting such a standard is nearly
impossible for most low-income families. More than 90 percent of
California families earning less than $35,000 per year spend more than
30 percent of their income on housing. But this isn’t new; that
percentage has been stubbornly high for years. Nor is this an
exclusively Californian problem—the comparable figure for the United
States overall is 83 percent.

The crisis for families living at or close to the poverty line absolutely
deserves attention. But what is also disturbing about current trends is
that the crisis is now spreading to middle-income households, families
earning between $35,000 and $75,000 per year.

In 2006, 38 percent of middle-class households in California used more
than 30 percent of their income to cover rent. Today, that figure is over
53 percent. The national figure, as a point of comparison, is 31 percent.
It is even worse for those who have borrowed to buy a home—over two-
thirds of middle-class households with a mortgage are cost-burdened in
California—compared to 40 percent in the nation overall.

The social costs of this middle-class housing crisis are not sufficiently
appreciated. These middle-income families have less money to spend
on other goods and services—and that creates huge losses across the
economy. It forces California employers to pay higher wages than
elsewhere in the nation, raising costs for California consumers and
diminishing the state’s competitiveness. Some middle-class households
choose to move out of California in search of more affordable housing,
depriving the state of young, skilled workers who represent the
backbone of the workforce—and the state’s future.

What’s driving
this housing ... various interest groups and NIMBY-minded
crisis? it’s a residents have essentially figured out how to

classic problem hijack the system to block development and
of supply and serve their own ends,

demand. Put

https://www.kcet.org/shows/socal-connected/affordable-housing-is-now-a-rniddle-class-cri... 1/30/2017
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simply, the state doesn’t build enough housing to accommodate its
population growth. California is home to roughly 13 percent of the
nation’s population, and has slightly greater than average population
growth. Yet, over the last 20 years the state has accounted for only 8
percent of all national building permits. This chronic lack of new
residential construction has led to the higher costs associated with less
inventory (low housing vacancy rates) and elevated levels of
overcrowded housing (8.2 percent of Californians live in overcrowded
circumstances compared to 3.4 percent of all Americans).

To put the shortage in proper context, consider the amount of housing
that would need to be built in order to move the state to national norms
for housing stock, vacancy rates, and crowding: California would need
to expand its stock by between 6 and 7.5 percent—that’s between
800,000 and a million additional residential units. In Los Angeles
County, where the situation is far more acute, the state would need to
add 180,000 to 210,000 units, between 12 and 14 percent of the total.

These figures dwarf the meager efforts policymakers are proposing to
fix the problem. The bill known as AB 35, recently vetoed by Gov.
Brown, would have raised $1.5 billion over 5 years—to build a mere
3,000 affordable housing units. Another piece of legislation, AB 2,
proposed a new form of tax-increment financing that would have

There is a waiting list for La Brea affordable housing in West Hollywood I photo by Art Gray
via Wikimedia Commons
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partially replaced the redevelopment agencies the governor closed at
the start of his current term. The redevelopment system only managed
to build 10,000 affordable housing units in a decade—a tiny fraction of
what was needed.

The conversation about housing is largely disconnected from the reality
of the problem, its causes, and potential fixes.

How do we build more? Given the scale of the problem, we need the
market to do the work. But why haven’t builders been able to keep up?

One obstacle is the high cost of building and doing business generally
in California. The state has stiff regulations regarding construction
quality, high labor costs (in part because construction workers also
need to handle their own high housing costs!), higher land costs, and
fees and expenses charged to developers by local governments.

320-unit housing project under construction in LA’s Arts District I photo by Patrick Pelletier
via Wikimedia Commons

If you were to compare the same newly built house in California and
Texas, the California house would typically sell for twice as much as the
one in Texas. If you were to add up all the additional costs of building

These higher costs are very real. But taken together, they do not
provide a complete explanation for the shortage of housing.

p
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that house in California—land costs, permit fees, construction code—the
number would not fully explain the gap in prices. The gap is much
wider. In other words: builders make a lot more profit building a house
in California than they do in Texas.

Normally, this would suggest a surge in building in California, as
opposed to the opposite, as capital is allocated to pursue higher
returns. The trouble is, we’re not talking about a free market in
California, which limits competition in the construction business. The
state has erected two giant barriers to entry: Proposition 13 and the
California Environmental Quality Act, known as CEQA.

Proposition 13
limits the value If you were to compare the same newly buift

of housing to hoUse in California and Texas, the Caflfornia

local house would typically sell for twice as much as

governments by the one in Texas.

keeping property
taxes much lower than in other parts of the United States. This means
that California’s local governments—at least the ones that are fiscally
wise—do not encourage residential investment, since it produces less in
taxes. In fact, they often promote commercial investment that brings in
other types of taxes instead. And they use their power to levee very
high fees on those who develop, and create restrictive rules that add to
the cost of the process.

The state’s CEQA law imposes similar costs on growth. Yes, such
environmental laws are well intentioned and desirable in
theory—forcing developers to mitigate excessive disruptions they might
create in the natural or urban environment. The problem is that
“excessive” is being interpreted to mean “any” in the current application
of the law. Developers are forced to pay for many costly mitigations.
Even worse, various interest groups and NIMBY-minded residents have
essentially figured out how to hijack the system to block development
and serve their own ends.

Is there any conversation about reforming CEQA in Sacramento? None.
Any chance of reforming Proposition 13? Very little. The only discussion
to date involves the so-called “split-roll” that would raise commercial
rates while leaving Proposition 13’s limits on residential property taxes

https://www.kcet.org/shows/socal-coimected/affordable-housing-is-now-a-middle-class-cri... 1/30/2017
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untouched. This will only make the local government bias against
residential real estate worse.

And so, California families continue to face a very real housing crisis.
The state leaders, meanwhile, are not helping. It’s the cruelest irony; we
have a housing crisis, and California’s leaders are not addressing it.
They’re merely professing to help with costly policy gimmicks that are
no substitute for freeing the market to align supply with demand.
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URGENT NOTICE

February 2, 2017

RE: Rent Stabilization Urgency Ordinance Information and FAQ

Dear Tenants, Property Owners and Concerned Members of the Community:

On January 24, 2017, as result of the recent and ongoing studies and public outreach performed by the
Human Relations Commission, the Beverly Hills City Council adopted an Urgency Ordinance modifying
rent stabilization regulations pertaining to rent increase and no cause terminations. The intent of this
Notice is to provide property owners and tenants with information related to the Ordinance itself.
Included with this letter are Frequently Asked Questions regarding the Urgency Ordinance and how it
might affect tenants and landlords.

The Human Relations Commission invites all tenants and landlords to come together to share ideas and
concerns regarding the recently enacted Urgency Ordinance amending the Beverly Hills Rent
Stabilization Municipal Code at their Special Meeting. The meeting will be held on friday, February 3 at
9 AM in City Council Chambers on the second floor of City Hall. All members of the public are invited to
attend. A second opportunity to provide input is during the regular scheduled HRC meeting on
Thursday, february 16 at 9AM in room 280-A of City Hall.

The Human Relations Commission will bring all of the feedback from these meetings to the City Council
at their Formal Meeting on Tuesday, february 21 at 7 PM.

To obtain a copy of the Urgency Ordinance and for further information on rent increases and relocation
fees, visit http://www.beverlyhills.org/living/rentstabilization!.

For additional information, please contact the Human Services office at (310) 285-1006, or to file a
complaint of a violation of this Ordinance contact Code Enforcement at (310) 285-1119.

Sincerely,

%v
R. Latta, LCSW

Human Services Administrator

City of Beverly Hills 455 N. Rexford Drive Beverly Hifis, California 90210 t(310) 285-1141 fl310) 273-0972 BeverlyHills.org

(





URGENCY ORDINANCE
FREQUENTLY ASKED QUESTIONS

Q: How are landlords and tenants being notified of the new rules?

In addition to the information on the City’s website, press releases and advertisements in the
newspapers and public meetings, the City is mailing out notices of the ordinance changes to the
over 10,000 landlords and tenants in the City.

Q: What did City Council change:

MAXIMUM ALLOWABLE RENT INCREASE:

Effective January 25, 2017, the maximum allowable rent increase under Title 4, Chapter 6 was
changed from 10% to 3% for a 12-month period. Therefore, a Chapter 6 tenant increase
scheduled to take effect on or after January 25, 2017, must be no higher than 3%. This change
will be effective for 30 days. The City Council will revisit this change to the maximum allowable
rent increase at their Formal City Council meeting on February 21, 2017.

RELOCATION FEES:

If a Chapter 6 tenant has been served with a 60-day notice of termination of tenancy for no just
cause and the tenant’s last day in the unit falls on or after January 25, 2017, such tenant shall
be entitled to a relocation fee as specified in the chart below. The relocation fees for a Chapter
5 tenant were revised to be as follows:

Chapter 5 and Chapter 6 Relocation Fees:

Unit Size Fee Amount Fee if Tenant is a Senior Citizen
(62+), Disabled, or a minor

Bachelor/Single $9,050 $10,350
One Bedroom $13,900 $16,000
Two or More Bedrooms $18,850 $21,650

“Disabled” is defined to be any person who is receiving benefits from a Federal, State, or local
government, or from a private entity on account of a permanent disability that prevents the
person from engaging in regular, full-time employment.

REGISTRATION OF TENANCY:

Landlords will soon be required to annually fill out a form similar to the Los Angeles Registry
and return such completed form within 30 days to the City.
Additionally, the City Council has directed staff to recreate an online database of rental units in
the City as well as a rental registry.



Q: When do the new rules go into effect?

The urgency ordinance went into effect on January 25, 2017.

Q: I received a notice of rent Increase of 10% effective March 1, 2017. What do I do?

Effective January 25, 2017, the maximum allowable rent increase under Title 4, Chapter 6 was
changed from 10% to 3% for any 12-month period. Therefore, a 10% increase is no longer
allowable as of January 25, 2017. Inform your owner or management company of the new
ordinance and direct them to this web site for more information.

Q: What can tenants do if their landlord insists on implementing a 10% rent increase as
of March 1, 2017?

Encourage the owner or management company to review this document and to visit
www.beverlyhills.org/RENT. If the issue is not resolved, you may contact the City at 310-285-
1119, or submit a question online at Ask Bev!

If you did receive a rent increase, you will still be obligated to pay it, although it would be at a
maximum of 3%. Not paying a lawfully imposed rent increase may result in the landlord taking
legal action.

Q: We were given a notice that our rent would increase on March 1, 2017, and we were
told that if we didn’t want to pay it that we would receive a 30-day notice to vacate the
property. Is that legal?

Landlords are allowed to terminate tenancy without cause. However, they must serve tenants
with a 60 day notice to do so. Additionally, as of January 25, 2017, landlords must pay
relocation fees for no cause termination as specified below:

Unit Size Fee Amount Fee if Tenant is a Senior Citizen
(62÷), Disabled, or a minor

Bachelor/Single $9,050 $10,350
One Bedroom $13,900 $16,000
Two or More Bedrooms $18,850 $21,650
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In total, 40 members of the community provided their input on the current issues in the Urgency
Ordinance. Of the 40 people providing feedback, 19 were landlords, 18 were tenants and three
were not in either category.

The numbers break down as follows:

There were 27 individuals who spoke to the Commission at the meeting.
• 16 were landlords
• 9 were tenants
• 2 did not fall in either category (urban planner and politician)

There were 12 emails sent in to be read at the Commission meeting.
• 8 were from tenants

• 3 were from landlords
• 1 was from an attorney who was neither a landlord nor a tenant

There was one Instagram post read at the meeting, written by a tenant.

In general, tenants greatly supported the Urgency Ordinance (3% rent increase cap and the
addition of relocation fees when serving a no-cause termination notice), and landlords opposed
it. Some of the common themes and comments are listed below.

Tenants

• Continuing to receive very high/i 0% rent increases will force me to move out of the
City

• I continue to receive 10% or very high rent increases annually, but improvements
have never been made on my unit or the building

• Wage increases are much lower than the 10% rent increases — renters will not be
able to keep up

• States that they have been very long-time tenants, but are now being forced to move
due to the high rent increases

o My building was just sold to a big corporation, and all the rents were raised 10%, but
the necessary maintenance requests were not handled.

• No-cause terminations are unjust
• I fear retaliation from my landlord
• I live/moved here to send my children to BHUSD schools, and I will be forced to

move if 10% rent increases will be allowed.
• Says that 55-60% of the students attending BHUSD schools are children of renter
• If the Urgency Ordinance is reversed, seniors and low-income tenants will not be

protected, and it will affect their well-being.
• Relocation fees are fair to renters who receive a no-cause termination notice, and

are a strong disincentive for landlords who engage in that practice
• This is a social issue that demands policy solutions



Landlords
• States that the 3% cap will not allow landlords to make any necessary repairs

requested by the tenant
• State that the 3% cap on rent increases will not allow landlords to make necessary

capital improvements such as a new roof or new elevators.
o Instead of using a particular percentage as the maximum rent increase, a price index

should be used instead, such as the CPI
• States that CPI is not an accurate tool to calculate maximum rent increases
• City water bill is very high — if capping rent increases, the City should cap landlords’

water bills
• States that no-cause terminations are an important tool for landlords to deal with

nuisance tenants.
• States that most landlords do not issue very high/i 0% rent increases to their tenants
• States that the new codes should also apply to landlords who rent out their single

family home.
• States that landlords who live in their duplex should be exempt from the new rent

stabilization codes.
• States that landlords want to keep their tenants as long as possible since renting a

unit to new tenants is an expensive and time consuming process
• Would like to be able to pass through capital improvement costs and other utility

fees along to their tenants.
• Upset regarding the upcoming earthquake retrofit requirements
• Concerned about rental rates on the registry being public
• Chapter 5 units must only be for tenants’ primary residences

Lastly, both parties mentioned that they did not have enough notice to prepare or come to the
Special Commission meeting. Several tenants mentioned that due to the time of the meeting,
many of their neighbors and peers who were also renters, were unable to attend.
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4-5-304: CAPITAL EXPENDITURE SURCHARGE:

A. At the time of the recomputation of the base rent, the landlord may further add to the apartment unit
rent a surcharge for capital expenditures for which the landlord incurred expense after the date of
the last preceding rent increase in accordance with the following criteria:

1. If the capital expenditures benefited the entire building, they shall be prorated among all the
tenants’ rents on a square footage basis of the apartment units but annualized in accordance
with the straight line depreciation schedules allowed under the federal income tax laws.

2. If the capital expenditures inure solely to the benefit of one or more of the apartment units but to
less than all, the surcharge shall be so annualized but shall be applied and/or prorated only with
respect to the one or more units actually so benefited.

3. No capital expenditure surcharge shall be allowed which exceeds four percent (4%) of the
amount of the base rent level which validly existed prior to the latest allowable recomputation of
the rent. For the purposes of such computation, the base rent level for any time period shall not
include any capital expenditure surcharge but may include amounts expended for major
remodeling permitted pursuant to this chapter.

4. Except where capital expenditures are required by law, any capital expenditure to the interior of
any apartment unit shall only be performed with the written consent of the tenant, or the landlord
shall not be entitled to add a surcharge for such expenditure. The tenant shall not unreasonably
withhold such consent.

5. Upon a request by a tenant, the landlord shall provide such tenant with copies of documents
utilized by the landlord in determining the amount of the capital expenditure surcharge to be paid
by such tenant, and such surcharge shall be abated until such time as the landlord deposits in
the mail such documentation addressed to the tenant with adequate postage.

B. No landlord shall be entitled to any rental increase based upon any capital expenditure, the
computation or representation of which has been arrived at collusively between the landlord and a
contractor or other person.

C. For the purposes of this section, “capital expenditure” shall mean a permanent improvement or
renovation, being an allowable capital expenditure for internal revenue service purposes, and
other than ordinary repairs or maintenance, the use of which will continue for at least five (5) years
after the date of the completion of such capital expenditure. Painting or texturing the exterior of a
building shall also be a capital expenditure for the purposes of this section. (1962 Code § 11-3.04)

4-5-305: EXPENDITURES MANDATED BY LAW:

In addition to any capital expenditure surcharge permitted by section 4-5-304 of this article, the
landlord may pass through to the tenant of an apartment unit the cost of any improvement mandated
by any government statute, rule, or regulation enacted after March 24, 1981, including interest or the

http://www.sterli ngcodifiers.com/codebook/index.php?book_id=466&keywords=4-5-308 1/4
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value of capital up to eighteen percent (18%) per annum, allocated among all the dwelling units of the
building in proportion to their size, determined in square feet, and annualized in accordance with the
straight line depreciation schedules allowed under the federal income tax laws. (1962 Code § 11-3.05;
amd. 1988 Code)

4-5-306: UTIUTY EXPENSE SURCHARGE:

A. When the base rent of an apartment unit includes one or more of the basic and essential utility
services (for example, electricity, gas, or water, but not including such services as telephone or
television cable service), at the time of the recomputation of the base rent the landlord may further
add to such apartment unit rent a surcharge for the increased cost of any such utility service
provided in accordance with the following criteria:

1. For recomputations done after March 1, 1980, but before February 28, 1981, such surcharge
shall be computed by comparing the cost of each such utility incurred in the year March 1, 1979,
to February 29, 1980, with the cost of such utility in the year March 1, 1980, to February 28,
1981. Any amount of the latter which is more than eight percent (8%) above the former may be
passed through to the tenant, prorated among all the units whose base rent includes such utility
service on a square footage basis, and payable one-twelfth (1/12) per month.

2. For recomputations done after February 28, 1981, such surcharge shall be computed by
comparing the utility costs for the year beginning March 1, and ending on the last day of
February just ended, with those costs for the year preceding that year. If the utility costs have
increased by a percentage which is greater than the annual rent increase percentage which was
last allowed by section 4-5-303 of this article, any amount of such utility costs which is in excess
of that amount which would have been arrived at had the utility costs increased only by the
same percentage as the annual rental increase may be passed through to the tenants in
accordance with the provisions of subsection Al of this section.

B. Any notice of surcharge imposed pursuant to this section shall include an explanation of how such
surcharge was calculated, including the base utility cost, the increased cost, and the proration
calculation. Upon a request of the tenant, the actual utility billing shall be shown to the tenant, and
the increase shall be abated pending such showing. (1962 Code § 11-3.06; amd. 1988 Code)

4-5-307: SURCHARGE FOR ADDTlONAL TENANTS:

If an apartment rental agreement specifies the maximum number of occupants in an apartment unit
but does not contain any provision stating a specific dollar amount for an additional tenant occupying
such apartment unit after the inception of the agreement, the landlord may exercise his or her rights
under state laws or may raise the rent on such apartment unit a maximum of ten percent (10%) of the
base rent for each additional tenant. If such additional tenant subsequently vacates the apartment
unit, the rent shall be reduced by the amount that was imposed pursuant to the provisions of this
section. This section shall apply only when there is a partial change in the occupancy of an apartment
unit and one or more of the occupants of the apartment unit, pursuant to the rental agreement, still

http://www.sterli ngcodifiers.com/codebook/indexphp?book_id=466&keywords=4-5-308 2/4
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remains in lawful possession of the apartment unit. (1962 Code § 11-3.07; amd. Ord. 04-0-2449, eff.
6-18-2004)

4-5-308: WATER SERVCE PENALTY SURCHARGE:

A. In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the
tenant of an apartment unit ninety percent (90%) of the cost of any water service penalties and/or
surcharges imposed by the city pursuant to the water rate schedule established by resolution of
the city council provided that the landlord installs water conservation plumbing fixtures in such unit
in accordance with the requirements of title 9, chapter 4, article 1 of this code or voluntarily installs,
at the landlord’s expense, low flow toilets or such other water saving toilets approved by the
director of public works, showerhead restrictors and faucet aerators in such unit. If the landlord
does not install such water conservation plumbing fixtures, the landlord shall be liable for and pay
without any pass through to the tenant all penalties and/or surcharges imposed by the city on the
landlord’s apartment units.

B. In order to qualify for the pass through authorized by subsection A of this section, the landlord
shall:

1. Notify all tenants, in a form required by the rent stabilization office, by registered or certified
mail, of the provisions of this section and any other information required to be given by the rent
stabilization office; and

2. Provide all affected tenants with copies of the water bill for the applicable billing period and the
basis for the calculation of the pass through. (Ord. 91-0-2118, eff. 5-24-1991)

4-5-309: REFUSE FEE SURCHARGE:

A. In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the
tenant of an apartment unit the cost of any refuse fee imposed by the city pursuant to a resolution
or ordinance of the city council.

B, In order to qualify for the pass through authorized by subsection A of this section, the landlord
shall:

1. Provide written notice, by registered or certified mail, to all tenants thirty (30) days in advance of
the imposition of the pass through, of the provisions of this section, that the pass through is not
part of the base rent, that the refuse fee may be increased by the city, and any other information
required to be given by the rent stabilization office.

2. Provide all tenants with a copy of the landlord’s utility bill which sets forth the appropriate refuse
fee and the basis for the calculation of the pass through. (Ord. 91-0-2135, eff. 1-9-1992)
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