BEVERLY
HILLS

STAFF REPORT
Meeting Date:

November 20, 2018

To:

Honorable Mayor & City Council

From:

Susan Healy Keene, AICP, Director of Community Development
Helen Morales, Deputy Director of Rent Stabilization

Subject:

Discussion of Possible Amendments to the Rent Stabilization
Ordinance

Attachments:

1. Redlined Amended RSO Ordinance
2. HR&A Advisors, Inc. Memorandum re: Preliminary Assessment
of a Potential Beverly Hills Rent Subsidy Program
3. HR&A Advisors, Inc. Memorandum re: Analysis of a Potential
Luxury Rent Exemption
4. HR&A Advisors, Inc. Memorandum re: Cumulative Monthly
Housing Costs to Tenants
5. Correspondence

INTRODUCTION
Staff requests direction from City Council on possible amendments to the Rent
Stabilization Ordinance (RSO). Pursuant to the City Council discussions and input at the
October 11, 2018 and October 18, 2018 Special City Council meetings, staff outlined in
this report, possible RSO amendments and identified areas of agreement and areas that
require further discussion and direction from the City Council. Pursuant to City Council
request, staff is providing a Redlined Amended RSO ordinance for further discussion as
Attachment 1 which includes suggested language that can be added to the ordinance or
serve as a starting point for City Council discussion. The proposed RSO amendments
included in this report were identified by City Council. Specifically, the amendments relate
to the following topics: exemptions of certain buildings; limitations to relocation fees;
elimination of no-cause evictions; the allowance of banking provisions; expanding
habitability standards; City financial assistance for a special qualified subset of tenants;
luxury unit exemptions; adjustments to the annual allowable increase; pass-throughs for
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government-imposed costs such as seismic retrofitting, water reliance fee, registration fee
and proactive inspection fees. The proposed RSO ordinance changes apply primarily to
Chapter 6, but the Council should consider it some changes, such as exemptions for
owner-occupied duplexes, also should apply to Chapter 5 units to maintain consistency.
Accordingly, both Chapters 5 and 6 are included in Attachment 1.
In response to City Council’s request for additional information, this report includes three
HR&A memorandums regarding the following topics: (1) the cumulative monthly housing
costs to tenants; (2) an analysis of a potential luxury rent exemption; and (3) preliminary
assessment of a potential Beverly Hills Rent Subsidy Program.
The first HR&A memorandum is a preliminary assessment of a potential Beverly Hills rent
subsidy program. HR&A identified the three criteria for “qualified” status including: 1)
households with rents below the lowest 20th percentile of RSO rents; 2) household that
are cost-burdened, paying more than 30% of their income for rent; and 3) households with
more than three to five years of tenancy. HR&A also provided three municipally funded
rental subsidy programs: Santa Monica’s preserving our diversity program; Denver’s lower
income voucher equity program; and the Orange County manufactured housing
educational trust rental assistant program. This HR&A Memorandum is Attachment 2.
The second HR&A memorandum provides an analysis for a potential luxury rent
exemption. It provides three thresholds for analyzing rent cut-offs based on percentage of
median rents by unit size including, 150th percentile, 175th percentile, and 200th
percentile of median rents. HR&A also provided the implied housing income for those rent
percentiles. This HR&A Memorandum is Attachment 3.
The third HR&A memorandum on cumulative monthly housing costs to tenants provides
an assessment of cumulative monthly rental costs using the most recent 4.1% maximum
allowable rent increase and a 2.4% 20 long-term average change in the LA area CPI, for
the last 20 year historic average. HR&A’s calculations have taken into consideration
various pass-throughs. This HR&A Memorandum is Attachment 4.
Staff is also requesting City Council input on other outstanding RSO issues. Those
additional issues include the establishment of a Rent Stabilization Commission, annual
rent registration requirements and possible Beverly Hills School District protections.
BACKGROUND
The City Council held two separate Special City Council meetings on October 11, 2018
and October 18, 2018. At these meetings, City Council suggested a Council discussion
framework that included RSO objectives and possible RSO amendments to Chapter 6.
The RSO objectives included the following: 1) promote stability of renter population; and
2) maintain Beverly Hills quality of multi-unit stock.
The possible RSO amendments included the following topics: exemptions for certain
buildings; relocation fees; no-cause evictions; banking; habitability standards; a special
qualified subset of tenants; the amount of annual allowable rent increases; and pass
through of certain items.
On October 18, 2018, the City Council adopted an Urgency Ordinance (Ordinance No. 1802762) that eliminated the no-Cause eviction provisions of Chapter 6. On November 6,
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2018, the City Council re-approved amendments to the Beverly Hills Municipal Code to
eliminate no-cause evictions from Chapter 6 and added a new ground for a just-cause
eviction of a disruptive tenant to both Chapters 5 and 6 and a new City procedure
pertaining to the termination of a tenancy of a disruptive tenant.
Although the City Council’s urgency ordinance amended the RSO to eliminate the nocause eviction provisions and provided a new ground for a just cause eviction, all other
issues remain outstanding and are the subject of this report.
DISCUSSION
City Council RSO Amendment Discussions
City Council discussed possible amendments to Chapter 6 of the RSO relative to the
following Council Discussion Framework:
Topic

Possible Amendment

Exemptions

Duplex where one unit is Owner Occupied (by a
person with at least 50% ownership in the
property).

Relocation Fees

Mediation by a Rent Commission-and/or Tieredtied to the length of the tenant’s occupancy.

No-Cause Eviction

Eliminated by Urgency Ordinance #1 8-02762 1018-2018.

Banking of Rent Increases

The City Council discussed a cap and a three
year maximum banking period. Further
discussion and direction by City Council are
needed.

Habitability Standards

Beyond
State
standards-Beverly
Hills
Standards;
Rent
Commission
hear
to
complaints; Restrict rent increase if Beverly Hills
standards are not met. Proactive Inspection
program. Further City Council discussion and
direction are needed.

Special Qualified Subset
of Tenants

Possible lowest 20% of income; spending more
than 50% on rent; length of tenancy 3-5 years.
Further City Council discussion and direction are
needed.

Luxury Unit Exemption

Further City Council discussion and direction are
needed.
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Topic

Possible Amendment

Pass-throughs

Gov’t imposed-Seismic some % (not 50%);
Water Reliance Fee- some %;
Registration fee-50%;
Proactive Inspection fee-50%.

Annual Allowable Increase

Floor 3-4% and Cap 7-8% tied to CPI. Further
City Council discussion and direction are
needed.

RSO Amendment Items
The following represents staffs assessment of City Council discussions relative to possible
RSO amendments.
Exemptions for Owner-Occupied Duplexes and Extension of Eviction Protections
The City Council discussed exemption of buildings with four or fewer units. City Council
agreed to amend the RSO to provide for the exemption of duplex properties where one
unit is owner-occupied. Owner occupancy must be by a person (not a corporation or other
entity) with at least 50% ownership in the property. This change to Chapter 6 (Section 46-1) has been included in the attached draft ordinance .This exemption will be
administered through an exemption application process that will require owners to certify
that upon the departure of the landlord, the landlord will notify the City, and the duplex will
no longer be exempt from the RSO. The base rent for the units will be the last rent rate
charged to a tenant of the unit plus any allowed rental increases.
The exemption of duplex properties will eliminate the just-cause eviction protections
recently enacted by City Council. The City Council should consider extending the justcause eviction protections to tenants residing in owner-occupied exempt duplex
properties. As was discussed previously, eviction protections also could be extended to
other rental units, even if the rents are not regulated by the RSO. The City Council also
may want to consider that issue.
Staff requests City Council input and direction on the following:
1) Whether the exemption for owner-occupied duplexes also should apply to
Chapter 5 units?
2) Whether eviction protections should be extended to apartment units where the
RSO does not limit the tent that can be charged?
Relocation Fees and Termination of a Tenancy at the End of the First Year of a Lease
The City Council discussed amendments to relocation fees relative to Chapter 6 of the
Rent Stabilization Ordinance. However, relocation fees also are required by Chapter 5.
Both chapters currently require relocation fees for the following just cause reasons, which
do not involve any conduct of the tenant that precipitated the eviction: use by landlords or
specified relatives; demolition or condominium conversions; major remodeling; and
withdrawal of residential rental structures from the rental market. Relocation fees are
currently based on the number of bedrooms in the unit from which the tenant is being
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evicted and whether there is a senior citizen, disabled person, or minor present in the
evicted household. The fees are adjusted annually based on the percentage increase in
the CP for the Los Angeles-Long Beach-Anaheim area.1
Although the current RSO Ordinance requires relocation benefits for use by landlords, City
Council requested further discussion relative to the requirement to pay relocation fees for
use and occupancy by owners.
The City Council discussed changing the amount for those relocation fees. The Council
also discussed whether relocation fees should be tiered and tied to the length of the
tenant’s occupancy. Relocation fees are intended to offset moving costs. These costs exist
regardless of duration of tenancy.
The City Council further discussed that for the period within the first year of a lease term,
the owner could be allowed to issue a no-fault eviction in exchange for the payment of
relocation fees. If this is the intent of City Council, the ordinance will need to be amended
to allow a no-fault eviction for tenants at the end of their first year of the lease, requiring a
six month notice of termination to be given at the end of the lease term along with the
requirement for the owner to pay the tenant relocation fees. The owners also would be
required to file a Notice with the Beverly Hills Rent Stabilization office. The vacating of a
tenant under this no-fault eviction process will not be considered a voluntary vacancy;
therefore, the rent will remain the same for the next tenant plus any adjustments that are
allowed by Chapter 6.
This provision runs contrary to the RSO objectives to promote stability of the renter
population as well as the recent urgency ordinance adopted by City Council to eliminate
no-cause evictions. City Council should consider that this provision would re-establish a
no-cause eviction. City Council has heard testimony, as recently as its October 18, 2018
City Council meeting, relative to the displacement and negative impacts and abuse of the
ordinance that allowed no-cause evictions.
Staff requests City Council input and direction on the following:
1) Whether to require relocation fees when evicting for use by landlords and the
relatives specified in the RSO;
2) Whether to change the relocation fee amount or provide some form of tiered
relocation fees tied to length of the tenant’s occupancy; and
3) Whether to initiate a no-fault eviction process for tenants at the end of their first
year lease term and require a sufficient noticing period and relocation fees be
paid in that circumstance.

The Bureau of Labor Statistics recently revised the Los Angeles area index to exclude Riverside County
and to include Long Beach and Anaheim, and the RSO is being amended to reflect that change.
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Banking
The City Council discussed allowing banking of unused rent increases. Banking allows
owners to pass on additional rent amounts above those allowed under the maximum
allowable annual rent increase for prior unused rent increases. This process impacts a
tenant’s monthly rent. The City Council discussed a maximum period of three years and
a possible cap, to be determined.
As discussed previously by HR&A, Section 4-5-310 of Chapter 5 currently states that if a
lease for a Chapter 5 unit exceeds one year and then expires, and if the amount of the
rent increases allowed by the lease does not equal the amount of the rent increases
allowed by Chapter 5, then the landlord may increase the tent by the unused amount for
a maximum period of three years. The City Council requested HR&A to provide additional
information on the effects of banking on rent increases. City Council will need to determine
the length of time an owner would be allowed to bank and whether a total cap of the rent
increase should be imposed, and, if so, the cap amount.
Banking provisions would provide housing providers with the ability to carry over unused
maximum rent increases to more closely align with changes in market rent and operating
expenses. However, banking provisions may cause tenants to face sharp, unpredictable
rent increases when housing providers apply one or more banked increases at the same
time. Banking also presents a more complex and resource administrative process.
Staff requests City Council input on the following:
1) Should banking be allowed?
2) If yes, should there be a cap and, if so, what should be the cap amount?
3) What should be the maximum time period for banking?
4) Should the provisions of Chapter 5 be revised to be the same as any banking
provisions that are added to Chapter 6?
Habitability
The City Council discussed possible amendments to the ordinance to establish Beverly
Hills habitability standards and an annual habitability inspection process. Staff suggests
that a survey of existing conditions prior to the establishment of additional standards may
be appropriate. Two types of inspections could be implemented: a self-certification
process or a proactive City inspection process. Inspections can be tiered, so that
properties could be inspected on a rotating basis. For example, properties may be
inspected once every year, once every two years or even once every three years. This
would allow staff to conduct more thorough inspections and would allow owners to prepare
properties and ensure that they are free from habitability violations. The City currently does
not have habitability data on multi-family residential properties. Inspection data could
provide the City Council with information on the habitability status of multi-family
residential properties in the City, which could later assist Council in establishing Beverly
Hills habitability standards. The City Council should consider that a proactive inspection
process will result in greater fees as it is resource intensive and costly to implement.
The City Council also discussed the ability of the Rent Stabilization Commission to hear
habitability complaints and determine if habitability violations exist. The Rent Stabilization
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Commission would then have the authority to provide the tenant with a rent reduction
associated with a habitability violation.
Staff requests City Council input on the following:
1) Should identification of Beverly Hills habitability standards be deferred at this
time until inspection data is obtained (after the first annual inspection process
has been completed)?
2) Should there be a self-certified or proactive inspection process? If, proactive,
how often?
3) What would the fee structure be for a proactive City inspection process, and how
would the costs be shared between the housing provider and the tenant?
4) Should City Council implement a housing reduction standard as a basis for rent
reduction applications?
5) Since determinations will need to be made relative to findings of fact and
conclusions of law, should initial determinations on habitability issues be made
by a hearing officer, with appeals and final determinations by the Commission?
Special Qualified Status
The City Council discussed establishing a program for qualified tenants in need of rental
assistance. Discussions included assisting tenants with incomes in the lowest 20th
percentile or those paying more than 50% of their income on rent and tied to the length of
tenancy, possibly a three to a five year tenancy. City Council did not come to any
agreement and requested more information on program scale and costs of implementing
a special qualified tenant assistance program. HR&A provides rough estimates of program
scale and costs to implement a “qualified tenant” rent subsidy program in the HR&A
Memorandum attached as Attachment 2.
There are many forms of housing assistance programs at various levels of government.
Section 8 housing is a voucher system that provides tenants with an affordable housing
option, with rental payment at 30% of income, for rental units in the private sector. Public
housing provides an affordable housing option, with rental payment at 30% of income, for
a unit in a housing development owned by either a county or city. Section 8 and Public
Housing are both federal programs. Affordable housing programs assist in the creation of
affordable housing rentals and some home purchases. Financial assistance programs
are often smaller programs funded by a local municipal jurisdiction, with general funds.
If City Council decides to establish a special qualified tenant assistance program,
“qualified tenant” requirements would need to be determined. The form of assistance will
need to be identified. For example, would the subsidy go to the tenant or to the landlord?
Would it be tied to a percentage or a specific amount? Additionally, funding sources would
need to be established which include the program budget and whether the funds would
be sustainable. Costs of program administration and staffing will also need to be
considered.
The administration of funds to qualified tenants will require specialized staff who are
trained to identify and verify income qualifications similar to those of a Section 8 program.
The City will be required to verify income in order to determine a tenant’s qualified status
and the level of assistance. This may require the City to partner with the Los Angeles
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County Housing Authority to maintain access to programs like the Enterprise Income
Verification (EIV) system that provides income verification. This process will require
approval from the U.S. Department of Housing and Urban Development (HUD).
Staff requests City Council input on the following:
1) Should the City establish a special qualified tenant assistance program?
2) What program qualifications should be established to identify a qualified status?
3) Who would the subsidy be provided to, the housing provider directly or the
qualified tenant?
4) How would the amount of the subsidy be calculated; is it a percentage or a
specific amount?
5) What would be the funding source? Would it be funded through the general
fund?

Luxury Unit Exemption
The City Council requested additional information in order to understand and recommend
an exemption from the RSO for luxury units. HR&A provided City Council with potential
luxury unit rent control exemption calculations for City Council to consider. (See
Attachment 3.) If City Council creates a luxury exemption, City Council will need to
establish what constitutes a luxury exemption and is it tied to the tenant’s income or the
rental amount? The City Council also will need to consider whether the establishment of
a luxury unit exemption may detrimentally affect lower income tenants because owners
would seek higher income tenants in an effort to obtain a luxury unit exemption and does
that meet RSO objectives?
Staff requests City Council input on the following:
1) Should the City include a luxury unit exemption?
2) If included, would it be tied to the tenant’s income or the rental amount?

Pass-throughs
The City Council discussed amendments to the RSO to provide for certain pass-throughs
including: government-imposed requirements, and more specifically, seismic retrofitting
costs; water reliance fees; registration fees and proactive inspection fees.
Currently, Section 4-5-305 of Chapter 5 allows a housing provider to pass through to the
tenant the cost of any improvement mandated by any government statute, rule, or
regulation enacted after Match 24, 1981, including interest or the 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. This
section would include seismic retrofitting costs.
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The City Council discussed the allowance of some percentage for government-imposed
costs for Chapter 6, specifically for seismic retrofitting, at some rate not to exceed 50%;
the new proposed water reliance fee; and RSO registration fees and proactive inspection
fees at 50%. Pass-throughs affect the total amount of a tenant’s rent. City Council
requested HR&A to report on the total effect of pass-throughs and maximum allowable
rent increases on the total amount of tenants’ rent. (See Attachment 4) City Council may
consider a cap on the combination of pass-throughs and the maximum allowable rent
increase.
Staff requests City Council input on the following:
1) What percentage or amount will be allowed for each of the identified pass
th roug hs?
2) Should there be a cap on the total amount of all pass-throughs?
3) How should the pass-throughs and the annual allowable rent increases affect the
entire monthly rental amount?
4) Should the new pass-throughs and fees apply to Chapter 5? If so, should there
be a cap on some or all of the pass-throughs?
Annual Allowable Rent Increase
The City Council discussed the annual allowable increase for Chapter 6 and determined
that the rent increase should continue to be tied to the CPI. City Council discussed adding
a floor, of either 3 or 4 percent, and a cap of either 7 or 8 percent. City Council will need
to determine the exact percentage of floor and cap percentages.
Staff requests City Council input on the following:
1) What will be the floor, either 3 or 4 percent?
2) What will be the cap, either 7 or 8 percent?
3) How does the annual allowable rent increases work to establish stabilization of
rental amounts, when considering the pass-throughs?
4) Should Chapter 5 be amended to add a floor to the annual increase?
Rent Stabilization Commission
City Council discussed and agreed upon the creation of a Rent Stabilization Commission.
City Council will need to establish the tasks and authority of the Rent Stabilization
Commission and who is on the Commission, how the commissioners would be appointed,
the number of commissioners, and whether they will be tenant, housing providers or
members of the Beverly Hills community at large. Based on the experience of other cities,
and to eliminate due process challenges on the grounds that the commissioners are not
impartial, the City Attorney’s Office recommends that a majority of the commission
(typically three members of a five-member commission) be at-large members who are not
housing providers, managers of apartment buildings or tenants. This amendment with
suggested language has been included in the definition sections of both Chapters 5
(Section 4-5-202) and 6 (Section 4-6-0) in the draft ordinance.
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City Council may consider whether the Rent Stabilization Commission would hear
applications regarding disruptive tenants, mediate relocation fee issues, and hear appeals
from heating officer decisions on habitability complaints and rent increase and decrease
applications for Chapter 5 and 6 units. The attached draft ordinance revises the disruptive
tenant provisions that the City Council recently enacted within Chapters 5 and 6 to replace
the City Council subcommittee with the Commission.
The Commission also could hear appeals from the other determinations that are made by
heating officers with respect to Chapter 5 units, which are set forth in Section 4-5-501.
Currently, hearing officers make determinations for the following issues arising under
Chapter 5, which are appealable to the City Council: applications for special rent increases
and disputes regarding relocation fees. The Municipal Code could be amended so that
appeals from these determinations will be heard by the Commission instead of by the City
Council. The following disputes under Chapter 5 currently are final decisions with no
administrative appeal to the City Council: the status of a tenant as a building manager, the
amount of a capital expenditure surcharge; the amount of a utility surcharge; and whether
certain capital expenditures can be performed by the landlord, despite the tenant’s
objection. These determinations can continue to be final hearing officer decisions, or the
City Council could amend the Code so they can be appealed to the Commission.
Staff requests City Council input on the following:
1) What will be the tasks and authority of the Rent Stabilization Commission?
2) Should the current structure of Chapter 5 be changed? In particular should the
appeals to the City Council be transferred to the Commission? Shouldall hearing
officer decisions be appealable to the Commission?
3) Should the Commissioners be composed of five members, in line with other
commissions, with three at large members, one tenant and one housing
provider?
4) For what time period would the members serve?
Rent Registration
Pursuant to direction from the City Council at the recent meetings, Chapters 5 (Section 45-801) and 6 (Section 4-6-10) are being amended to include the requirement that housing
providers register their buildings annually. The City will issue a 30 Day courtesy Notice
each year to housing providers informing them of the need to register their properties. This
process will become effective January 2019. Because the RSO currently requires housing
providers to register their units in response to a notice from the City to do so, Staff intends
to send the notices for the upcoming year, to keep the annual registration process on
schedule. Staff will request fees be established for the Rent Registration at the City
Council meeting on December 18, 2018.
Beverly Hills Unified School District Protections
The City Council discussed special protections for Beverly Hills Unified School District
(BHUSD) students and teachers. City Council should consider whether additional
protections should be provided to BHUSD students and teachers relative to eviction
proceedings during the school year or any other protections.
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Staff requests City Council input on the following:
1) Should special protections be established for families with BHUSD students and
teachers?
2) If so, should the protections be limited to evictions during the school year, or
should other protections be established?

OTHER AMENDMENTS TO THE RSO
The City Attorney’s Office has made a few additional clarifying amendments to the RSO,
which are included in the attached draft ordinance, which are:
1) Adding a definition of the term “Senior” to Chapter 6 (Section 4-6-0), which is
the same definition that currently is contained in Chapter 5, which is a person who is 62
years of age or older. In addition, the definition of the term “Landlord,” which is set forth in
both Chapters 5 and 6, has been clarified to include the term “Housing Provider,” and the
definition of the term “Disabled Person” has been updated in both Chapters to be the same
as the definition that is set forth in state law.
2) Paragraph C of Section 4-5-312 of Chapter 5 has been clarified to be the same
as Chapter 6 regarding the circumstances when the rent can be increased to a new tenant
following an eviction that was caused by the tenant’s conduct.
3) Pursuant to the City Council’s discussion at the prior meetings, Chapters 5
(Section 5-509) and 6 (Section 4-6-3 H) are being amended to extend the notice period
for an eviction for owner or relative occupancy from 90 days to 180 days. Also, the term
“Senior” for purposes of a tenant who is subject to an owner or relative occupancy eviction
has been changed from 65 to 62, to be consistent with the definition of the term Senior in
both Chapter 5 and 6. (Id).
4)
Section 4-6-2 of Chapter 6, which addresses the Base Rent, has been
amended to fix an incorrect cross-reference.

NEXT STEPS
Upon direction of City Council regarding all RSO amendments, staff will return to City
Council at the formal City Council meeting on December 18, 2018, with an ordinance
amending the RSO for the City Council to introduce.

NOTIFICATION
Notice regarding the City Council meeting was provided by email on November 7, 2018 to
all housing providers, those requesting notice in the BH Rent system, and all parties who
provided emails at the various fascilited sessions. The Notice was also posted on the
City’s website on that same date. Notice was also published in both newspapers.
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FISCAL IMPACT
As this item is for introduction of information, there is no fiscal impact at this time. Staff wilt
return with a Fee Study for program administration on December 18, 2018. Staff will also
make a request for allocation of program funding through the fiscal year 2018-2019.
RECOMMENDATION
Staff requests direction from City Council on possible amendments to the Rent
Stabilization Ordinance (RSO) as well as consideration of other outstanding RSO issues.
Susan Healy Keene, AICP
dB
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