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DRAFT MEMORANDUM 
 

To: Honorable Mayor and City Council, City of Beverly Hills 

From: HR&A Advisors, Inc. 

Date: July 26, 2018 

Re: Explanation of the Ellis Act and Interactions with the Rent Stabilization Ordinance 

 
The City of Beverly Hills (the “City” or “Beverly Hills”) retained HR&A Advisors, Inc. (“HR&A”) to provide 
independent research and analysis about seven policy issues related to recently enacted changes to the 
City’s Rent Stabilization Ordinance (the “RSO”).1 This Issue Paper explains the Ellis Act2 (copy included as 
Attachment A), a California (“State”) law that allows housing providers to exit the rental market business by 
evicting tenants (which is a form of “no-fault” eviction3) and use the property for a different purpose. The 
RSO Amendments addresses the Ellis Act only in the context of relocation fees for no-fault eviction of any 
rent-stabilized tenant, as well as through extended eviction noticing requirements for Chapter 5 tenants 
subject to Ellis Act evictions. The Issue Paper begins with background information and explanation about the 
Ellis Act, how the Ellis Act interacts with the RSO, and a summary of how the Ellis Act is addressed by 13 
other California cities with rent regulation, based on a review of their ordinances and regulations and through 
discussions with City representatives. Based on the information provided on this topic, the Issue Paper 
concludes with a set of plausible policy options for City Council, City staff, and public consideration. 

Ellis Act Background and Explanation  

The State Legislature adopted the Ellis Act in 1985 to legally enable California housing providers to 
withdraw their apartments from the rental market, evict their tenants and go out of the apartment rental 
business. The Ellis Act was passed in response to a 1984 California Supreme Court decision in the case of 
Nash v. City of Santa Monica,4 which held that the city’s requirement that Nash obtain a “removal permit” 
from the Rent Control Board before evicting tenants and demolishing his apartment building were reasonably 
related to the City’s goal of protecting its scarce rental housing supply, and that Nash had other options for 
going out of the rental business (e.g., sale to another owner) and would not necessitate tenant evictions..  
 

                                                 
1 Ordinance Number 17-O-2729, adopted in April of 2017 (the “RSO Amendments”). The City’s Rent Stabilization 
Ordinance (the “RSO”) regulations are included in Beverly Hills Municipal Code (“BHMC”) Title 4, Chapter 5 (“Chapter 
5”) and Chapter 6 (“Chapter 6”). Tenants residing in RSO units subject to regulation under Chapter 5 are hereinafter 
referred to as “Chapter 5 Tenants;” and Tenants residing in RSO units subject to regulation under Chapter 6 are 
hereinafter referred to as “Chapter 6 Tenants.” 
 
2 California Government Code Sections 7060-7060.7. 
 
3 The term “no-fault” eviction refers to an involuntary termination of tenancy for other than “at-fault” reasons established 
under State law or the terms of the RSO (e.g., failure to pay lawful rent, lease terms violations, maintenance of a 
nuisance, illegal uses, failure to execute lease, refusal to provide unit access, and unapproved subtenants).  
 
4 37 Cal. 3d 97 (1984).  
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Under the Ellis Act, housing providers seeking to withdraw rental units from the market must comply with 
certain procedures, including filing a formal memorandum of intent with the County Recorder and providing 
tenants with at least 120 days of advance notice, or a year if tenants are senior citizens or disabled, of the 
proposed eviction. Additionally, housing providers utilizing the Ellis Act must evict all tenants within the 
respective property and cannot evict only selected tenants. Once all tenants have been evicted, a housing 
provider may demolish the subject building;5 convert it to condominiums, commercial uses, and/or non-rental 
residential uses; or use it for family occupancy. Within five years of invoking the Ellis Act, a housing provider 
may only re-rent units that were vacated at the same rent the evicted tenant paid at the time of eviction.  
 

There is currently legislation under consideration by the State Assembly that, in its current form, would 
augment some of these restrictions.6 The proposed changes include increasing the period during which units 
brought back to market must be re-rented at the rates at the time of eviction from five years to 10 years 
from the time units are withdrawn, and clarifying that if one unit is brought back to market then all units in 
that same building must be brought back to market.  
 

Beyond the requirements under State law, the Ellis Act provides flexibility for local jurisdictions to impose 
additional limitations on the use of the Ellis Act. These options include requiring housing providers to pay 
relocation fees to affected tenants, mandating a right of first refusal for displaced tenants to move back 
into units in instances when a property is placed back on the rental market within a given timeframe, and 
establishing stipulations for conversions to condominiums or other uses, among others.  
 

While the original intent of the Ellis Act was to provide greater flexibility for housing providers to exit the 
apartment rental business, it is increasingly being used by real estate speculators in strong real estate 
markets. The Ellis Act effectively provides a legal mechanism for property owners to remove tenants from 
rent-stabilized buildings, and then capitalize on the current market value of the property and/or the existing 
building by converting it to uses that are not price-controlled. Studies prepared for the cities of Los Angeles 
(2009),7, San Francisco (2014),8 and Santa Monica (2017),9 have shown that evictions of rent-stabilized 
tenants, and the related use of the Ellis Act, increase as property sale prices increase, and typically occur in 
areas where property values and rents are highest.  
 

As an example of the Ellis Act’s impacts on local rent-restricted housing, a study prepared by the City of 
West Hollywood (2017)10 shows that 764 units in 203 buildings, nearly five percent of West Hollywood’s 
rent-stabilized units, have been removed from the rental market pursuant to the Ellis Act since 1986, primarily 

                                                 
5 Some cities have general requirements that must be followed prior to issuance of a demolition permit for any 
multifamily building citywide.  For example, the City of Santa Monica requires an approved replacement project prior 
to demolition of multifamily structures or garages. These restrictions are not intended to address the Ellis Act specifically, 
but necessarily affect Ellis Act evictions.  
 
6 Assembly Bill 2364 (Bloom and Chiu), February 14, 2018 
 
7 Economic Roundtable, Economic Study of the Rent Stabilization Ordinance and the Los Angeles Housing Market, 2009; 
http://hcidla.lacity.org/system/files_force/documents/Economic%20Study%20of%20the%20Rent%20Stabilization
%202009.pdf?download=1  
 
8 City and County of San Francisco Board of Supervisors Budget and Legislative Analyst, Analysis of Profits of Ellis Act 
Eviction Property Sales, 2014; https://sfbos.org/Modules/ShowDocument.aspx?documentid=48342  
 
9 Keyser Marston Associates, The Ellis Act and Its Effects on Rent-Stabilized Housing in Santa Monica, 2017; 
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/About_the_Rent_Control_Board/Staff_Reports/2
017/Item%2012A%20Ellis%20Act%20Report.pdf  
 
10 City of West Hollywood, 2016 Housing Report, 2016; https://www.weho.org/Home/ShowDocument?id=35012  
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to make way for new construction or to be redeveloped for single-family residences, although 186 
withdrawn units in 68 buildings remain off market and vacant. In Santa Monica, 3,042 units have been 
withdrawn from the rental market since 1986 pursuant to the Ellis Act, although 836 have been returned to 
the rental market resulting in a net loss of 2,206 rent-regulated units over that time.11 More than 20,000 
rent-regulated units were removed from the rental market in Los Angeles between 2001 and 2016 through 
use of the Ellis Act. 
 

The Current Beverly Hills Context 

Despite the prevalence of evictions under the Ellis Act in other California cities with rent regulation, it has 
been used in Beverly Hills to withdraw only three rent-stabilized buildings from the rental market,12 which is 
less than one percent of the 1,093 currently rent-stabilized buildings in the City.13 The infrequent use of the 
Ellis Act in the City results from the fact that it can now be used only for buildings with Chapter 5 Tenants, 
which represent a small share of buildings (and about 4% of units) subject to the RSO. Chapter 5 prohibits 
no-cause evictions and limits no-fault evictions (i.e., Chapter 5 is a form of “just-cause” ordinance), meaning 
that housing providers must generally invoke the Ellis Act to go out of the rental business through the process 
of removing units from the housing market. On the other hand, the majority (96%)14 of the City’s rent-
stabilized tenants are regulated by Chapter 6, which permits both no-fault and no-cause evictions15 (i.e., 
Chapter 6 is not a just-cause ordinance) and therefore housing providers do not need to invoke the Ellis Act 
to evict tenants and remove units from the housing market. 
 

It is possible that the recent annual rent limitation requirements applicable to Chapter 6 tenants, adopted 
by the City Council under the RSO Amendments, could cause more housing providers to consider evicting 
tenants and exiting the apartment business, which as noted above can now be done without utilizing 
procedures required under the Ellis Act, although doing so would now require payment of relocation fees.  
  

                                                 
11 Santa Monica Rent Control Board, 2017 Annual Report, 2017; 
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/Reports/Annual_Reports/2017%20Annual%20R
eport%20FINAL.pdf  
 
13 Per data provided by City of Beverly Hills code enforcement staff. The RSO Registry file provided to HR&A by the 
City on March 21, 2018 includes three properties containing a total of 17 units that are recorded as having been built 
after 1995. Rents for properties constructed after February 1, 1995 cannot be controlled pursuant to Costa Hawkins 
Act. Therefore, HR&A excluded these three properties and 17 units from the above analysis. The three properties and 
17 units that were excluded represent less than one percent of all RSO properties and units, and their exclusion from 
the analysis is therefore assumed have a de minimis impact on cited Chapter 5 building and unit proportions. 
 
14 Ibid. 
 
15 No-cause evictions are involuntary terminations of tenancies for which no reason for eviction is stated by the housing 
provider. This is the subject of a separate HR&A Issue Paper. 
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Comparison to Other California Cities with Rent Regulation 
As shown in Figure 1, Beverly Hills is among 11 of 14 (79%) California cities with residential rent regulation 
programs that have established measures to regulate Ellis Act evictions, as well as to protect and assist 
tenants who are subject to Ellis Act and other no-fault evictions. 
 

Figure 1: Summary of California Cities with Ellis Act Mitigation Measures, 2018 

City Have Ellis Act Eviction Mitigation 
Measures 

Beverly Hills (Ch. 5 only) ✓ 
Berkeley ✓ 
East Palo Alto ✓ 
Hayward   
Los Angeles ✓ 
Los Gatos   
Mountain View ✓ 
Oakland ✓ 
Palm Springs   
Richmond ✓ 
San Jose ✓ 
San Francisco ✓ 
Santa Monica ✓ 
West Hollywood ✓ 

Percentage 79% 
 
 
 
The 11 cities that regulate Ellis Act evictions require housing providers to pay relocation fees to tenants that 
experience this category of no-fault eviction, and employ a number of other measures, as shown in Figure 
2. These other measures include extending eviction noticing requirements beyond the minimum 120-day 
notice mandated by State law; placing limitations on the ability for buildings that were vacated pursuant to 
the Ellis Act to be demolished or converted to condominiums; levying impact fees on rent stabilized units that 
are demolished or converted; requiring any lost rent stabilized units to be replaced on a one-for-one basis; 
providing legal assistance or case management for tenants experiencing evictions under the Ellis Act; and 
offering evicted tenants priority on local affordable housing waitlists.   

Source: HR&A Advisors, Inc. and the individual cities 
*Chapter 5 only 
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Figure 2: Ellis Act Mitigation Measures by City, 2018 

Source: HR&A Advisors, Inc. and the individual cities 
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Besides requiring relocation fees, the most common measure is placing limitations on the conversion of rent 
stabilized units to condominiums, which five of the 11 (45%) cities have adopted. Cities limit conversions to 
condominiums in a variety of ways. For example, the City of Berkeley imposes a 10-year waiting period 
between a no-fault eviction and when housing providers may convert that respective unit to a condominium, 
and it also limits condominium conversions to a citywide maximum of 100 units per year. On the other hand, 
the City of San Francisco allows only buildings with between two and six units to be converted to 
condominiums. Three cities (27%) offer evicted tenants priority on their local affordable housing waiting lists; 
three cities (27%) levy impact fees on or require one-for-one replacement of withdrawn rent stabilized units, 
or provide legal assistance or case management; only Beverly Hills requires extended noticing for Ellis Act 
evictions (30 additional days’ notice to tenants is required); and Berkeley limits the ability for buildings to 
be demolished following the withdrawal of units pursuant to the Ellis Act.  

In addition to these various policies that cities have adopted to address the Ellis Act, San Francisco has taken 
extensive steps to curb real estate speculation associated with the Ellis Act. For example, San Francisco has 
actively advocated for State legislation to impose minimum ownership periods on property owners before 
Ellis Act withdrawal applications may be filed, and has also created partnerships with local housing non-
profits to acquire small rent-regulated buildings that are at risk of Ellis Act withdrawal.16 Additionally, while 
not enacted by any city to date, other potential Ellis Act measures mentioned in city-specific studies include 
allowing home-sharing technology companies to list a percentage of units as short-term rentals in return for  
the company’s assistance in developing technology to track available affordable housing within the City to 
assist low-income renters find permanent housing; and permitting short-term rental of units in rent-regulated 
properties in return for requiring a percentage of the respective property’s other dwellings to be reserved 
as affordable to lower-income household.17  
 
Policy Options 
 

Based on the foregoing information, HR&A suggests that there are at least three plausible policy options the 
City Council, City staff, and the public could consider when determining how to address Ellis Act evictions: 
 

1) No Policy Changes: In this case, the City would continue to require relocation fees for evictions of 
Chapter 5 Tenants pursuant to the Ellis Act, and the Ellis Act would not apply to Chapter 6 Tenants.  

• Advantages to housing providers: Required relocation fees would not be any higher than 
those for other no-fault evictions and housing providers would still maintain the ability to 
evict tenants through other types of no-fault evictions.    

• Disadvantages to housing providers: Chapter 5 housing providers would continue to be 
required to provide one-year’s notice to certain types of Chapter 5 Tenants that they may 
seek to evict using the Ellis Act.  

• Advantages to tenants: Tenants would continue to be eligible for payment of relocation 
fees in the case of Ellis Act evictions, and Chapter 5 Tenants would continue to receive a 
120-day notice or one-year notice, as applicable.   

• Disadvantages to tenants: Housing providers may pursue other types of no-fault evictions 
for Chapter 5 Tenants that are more permissive than Ellis Act evictions, and Chapter 6 

                                                 
16 Keyser Marston Associates, The Ellis Act and Its Effects on Rent-Stabilized Housing in Santa Monica, 2017; 
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/About_the_Rent_Control_Board/Staff_Reports/2
017/Item%2012A%20Ellis%20Act%20Report.pdf 
 
17 Ibid. 
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Tenants would continue to be exposed to evictions without Ellis Act protections, other than 
payment of relocation fees. 
    

Administrative Considerations: City costs associated with the Ellis Act would remain very low, as they 
are today, because the Ellis Act only applies to a small share of tenants protected by the RSO and 
there have been only three Ellis Act cases in the City to date.  
 

2) Expand Ellis Act Protections for Chapter 5 Tenants: In this case, the City would adopt an ordinance 
with new regulations to discourage evictions of Chapter 5 Tenants pursuant to the Ellis Act. The 
ordinance could include measures that other cities have enacted, such as limiting certain uses 
following evictions, requiring impact fees or one-for-one replacement of units, and/or providing 
legal assistance to tenants. However, when weighing this policy option, it is important to consider 
that Chapter 5 Tenants make up a small share of tenants protected by the RSO, and the Ellis Act 
has been infrequently used in the City.   

• Advantages to housing providers: Chapter 6 housing providers would maintain the ability 
to evict tenants for any or no cause at all. Little to no advantage to Chapter 5 housing 
providers, other than clear specification of any new procedures. 

• Disadvantages to housing providers: New constraints on Chapter 5 housing providers’ 
ability to convert their properties to other uses and/or go out of the rental housing business.  

• Advantages to tenants: City-specific regulations would provide further protection from Ellis 
Act evictions for Chapter 5 Tenants, as well as a potentially broader safety net when Ellis 
Act evictions occur.  

• Disadvantages to tenants: Housing providers may pursue other types of no-fault evictions 
for Chapter 5 Tenants that are more permissive than Ellis Act evictions.    
 

Administrative Considerations: New Ellis Act provisions would likely discourage evictions pursuant to 
the Ellis Act, making these types of evictions even less frequent. As such, there would not be significant 
additional costs for staff time or other resources resulting from this policy option. 

 
3) If a Just-Cause Evictions Ordinance is Adopted for Chapter 6, Expand Ellis Act Provisions to 

Apply to Chapter 6 Tenants: In this case, if the City were to adopt a just-cause evictions ordinance 
for Chapter 6, which would prohibit no-cause evictions and therefore create the possibility for 
Chapter 6 Tenants to be evicted pursuant to the Ellis Act, the City must create Ellis Act provisions for 
Chapter 6 that includes requiring relocation fees, limiting certain uses following Ellis Act removal, 
requiring impact fees or one-for-one replacement of units, and/or providing legal assistance to 
tenants.  

• Advantages to housing providers: Little to no advantage to housing providers. 
• Disadvantages to housing providers: In addition to losing the ability to evict tenants for 

no stated reason with the adoption of a just-cause ordinance for Chapter 6 Tenants, housing 
providers might be further limited in their application of the Ellis Act to remove rental units 
from the housing market.   

• Advantages to tenants: Chapter 6 Tenants could no longer be evicted without a stated 
cause, and they would potentially be protected by new Ellis Act requirements.   

• Disadvantages to tenants: The degree to which Chapter 6 Tenants are protected from 
eviction would depend on the type and number of Ellis Act provisions adopted by the City, 
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and housing providers may pursue other types of no-fault evictions that are more permissive 
than Ellis Act evictions.    
 

Administrative Considerations: Expanding the potential application of the Ellis Act to Chapter 6, by 
adopting a just-cause evictions ordinance for Chapter 6, would expose the majority of units subject 
to the RSO to potential removal pursuant to the Ellis Act. While it is not possible to anticipate how 
many Chapter 6 housing providers might utilize the Ellis Act, an increase in Ellis Act removals would 
necessitate additional staff resources to process these evictions and enforce compliance. There could 
be potentially significant staff costs required to draft and administer the related Just-Cause Eviction 
Ordinance.
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Ellis Act 

 














	HR&A RSO Analysis-Maximum Annual Rent Increase Policies_07-26-18.pdf (p.1-42)
	HR&A RSO Analysis-Maximum Annual Rent Increase Policies_07-26-18
	San Jose ARO Study Excerpt re Fair Return Standard
	Cover_Pages from San Jose ARO Study ERt Final Report (sm)-2
	Fair Return Text_Pages from San Jose ARO Study ERt Final Report (sm)-3


	HR&A RSO Analysis-Rent Stabilization Program Relocation Requirements and Fees Issue Paper_07-26-18.pdf (p.43-52)
	HR&A RSO Analysis-Rent Stabilized Buildings with Four Units or Less_07-26-18.pdf (p.53-65)
	HR&A RSO Analysis-Evaluation of Banking Unused Annual Allowable Adjustments_07-26-18.pdf (p.66-72)
	HR&A RSO Analysis-Evaluation of the Policy of No-Cause Evictions_07-26-18.pdf (p.73-83)
	HR&A RSO Analysis-Evaluation of the Rent Increase Application Process_07-26-18.pdf (p.84-100)
	HR&A RSO Analysis-Explanation of the Ellis Act and Interactions with the Rent Stabilization Ordinance_07-26-18.pdf (p.101-114)
	HR&A RSO Analysis-Explanation of the Ellis Act and Interactions with the Rent Stabilization Ordinance_07-26-18
	Ellis Act Text Attachment


