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To:
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From:
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A. AN ORDINANCE OF THE CITY OF BEVERLY HILLS
AMENDING CHAPTER 5 AND CHAPTER 6 OF TITLE 4 OF
THE BEVERLY HILLS MUNICIPAL CODE REGARDING RENT
STABILIZATION; AND
B. REVIEW OF FEE STUDY AND APPROVAL OF SIX NEW
POSITIONS AND APPROVAL OF RESOLUTION OF THE
COUNCIL OF THE CITY OF BEVERLY HILLS AMENDING
THE COMPREHENSIVE SCHEDULE OF TAXES, FEES &
CHARGES FOR FISCAL YEAR 2018-2019 BY INCREASING
THE ANNUAL RENT STABILIZATION PROGRAM FEE FROM
$56.00 TO $197.00 PER RENTAL UNIT; AND
C. APPROVAL OF CHANGE IN CLASSIFICATION STATUS FOR
EXISTING CUSTOMER SERVICE REPRESENTATIVE
POSITIONS FROM HOURLY PART-TIME TO REGULAR
PART-TIME, CONTINUE TO END OF FY 18-19 OR UNTIL
POSITIONS ARE FILLED AND REQUEST APPROPRIATION
OF $151,342.44 FROM THE GENERAL FUND

Attachments:
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1.
2.
3.
4.

Proposed Ordinance
HR&A, Advisors Inc. Luxury Unit Exemption Analysis
Revenue Costs Specialists, LLC Fee Study
Resolution of the Council of the City of Beverly Hills Amending
the Comprehensive Schedule of Taxes, Fees & Charges for
Fiscal Year 2018-2019 by Increasing the Annual Rent
Stabilization Program Fee From $56.00 to $197.00 Per Rental
Unit.
5. Public Correspondence
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RECOMMENDATION
Staff recommends that the City Council move to waive the full reading of the ordinance
and that the ordinance entitled “AN ORDINANCE OF THE CITY OF BEVERLY HILLS
AMENDING CHAPTER 5 AND CHAPTER 6 OF TITLE 4 OF THE BEVERLY HILLS
MUNICIPAL CODE REGARDING RENT STABILIZATION” be introduced and read by
title only.
Staff requests Council review of the attached fee study and approval of new positions for
the administration of the Rent Stabilization program. Staff also is requesting approval of
the Rent Stabilization program fee of $197 per unit pursuant to the attached Fee Study
by adopting the resolution that is attached to this report (Attachment 4). Once the Fee
Study and the Fee have been approved by City Council, the Rent Stabilization program
fee will cover all Rent Stabilization program staff time that is contemplated by the
proposed revisions to the RSO, and general fund appropriations should no longer be
necessary for the administration of the Rent Stabilization program. Staff also requests
Council approval of a change in classification status for existing customer service
representative positions from hourly part-time to regular part-time, which will continue to
the end of FY 18-19, and requests an appropriation not to exceed $151,342.44 from the
general fund.
INTRODUCTION
City Council requested staff to collaborate with tenants and housing providers to identify
possible amendments to the Rent Stabilization Ordinance (RSO). Over the past year,
staff has conducted a series of outreach activities, provided City Council with various
reports on possible RSO amendments, and HR&A provided reports as requested by City
Council.
At City Council’s request, three facilitated sessions were held to obtain community input
on HR&A’s preliminary reports relative to possible additional amendments to the RSO.
On October 11, 2018, HR&A presented its final reports to City Council along with the
input obtained through the facilitated sessions.
The most significant modification to the ordinance to date was the elimination of “nocause” eviction provisions from Chapter 6 by Urgency Ordinance #18-0-2762, on
October 18, 2018, and permanent Ordinance 18-0-2766, adopted on November 20,
2018 and effective December 21, 2018. Chapter 5 does not have no-cause eviction
provisions. Public testimony indicated that tenants feared receiving notices to terminate
their tenancies, if they complained about repairs or other responsibilities of the housing
provider. Housing providers stated that no-cause eviction was necessary to protect
other residents from the tenant who negatively impacted other residents. During the
period of time between January 1, 2017 and October 31, 2018, there have been 61 nocause evictions.
The Urgency Ordinance #18-0-2762, made permanent by ordinance 18-0-2766, also
added a new ground for a just cause eviction of a disruptive tenant along with new
procedures for the termination of the tenancy of a disruptive tenant. The disruptive
tenant provision applies to both Chapter 5 and Chapter 6 and provides a remedy for
housing providers to deal with those tenants that housing providers stated were the
subject of their no-cause eviction notices.
The process that will occur for a disruptive tenant is as follows: the landlord will provide
at least one written notice to the tenant notifying the tenant of the disruptive conduct and
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requiring the tenant to cease the conduct. If the tenant does not cease the disruptive
conduct, the landlord then may file an application with the City to have the Commission
(formerly the Council subcommittee) hold a hearing and determine whether the tenant is
disruptive. (See Ordinance pages 13-15 for Chapter 5 and 23-26 for Chapter 6.) If the
Commission agrees that the tenant is disruptive, the Commission will issue a decision
making that finding. This will allow a landlord to issue the written notice required by
state law (typically a 60 day-notice) to terminate the tenancy of the disruptive tenant.
The tenant then should vacate the unit. However, if the tenant does not vacate the unit
in response to the notice from the landlord, then the landlord will be required to file an
unlawful detainer proceeding in Superior Court.
At the November 20, 2018 City Council Study Session, staff presented a redlined
amended RSO and requested City Council direction on possible amendments to the
RSO. At the request of City Council, staff also included three memoranda by HR&A
regarding the following topics: preliminary assessment of a potential Beverly Hills rent
subsidy program; analysis of a potential luxury rent exemption; and cumulative monthly
housing costs to tenants.
DISCUSSION
RSO Amendments
The City Council considered amendments to the RSO related to the following topics:
•
•
•
•
•
•
•
•
•

exemption of owner-occupied duplex buildings;
limitations to relocation fees;
elimination of no-cause evictions;
pass-throughs for government-imposed costs such as seismic retrofitting and the
water reliability fee:
Rent Stabilization Program fee;
adjustments to the annual allowable rent increase;
Beverly Hills student/teacher protections;
establishment of a Rent Stabilization Commission; and
annual rent registration requirement.

The following represents the ordinance amendments to Chapter 5 and Chapter 6 of Title
4 of the Beverly Hills Municipal Code. All amendments are related to Chapter 6 and
apply to Chapter 5 only as specifically stated. Attachment 1 is the redlined ordinance.
Exemptions for Owner-Occupied Duplexes Where One of the Rental Units was subject
to Chapter 6
The ordinance is amended to add an exemption to Section 4-6-1 (Ordinance page 21)
for owner-occupied duplexes where one of the units is subject to Chapter 6. The
amendment to the ordinance would not cover units that are subject to Chapter 5. The
2017 rent registration data reflects, a total of 6 duplex properties, totaling 7 units that are
Chapter 5 units.
An owner would be required to apply annually for an owner-occupied duplex exemption.
This exemption would be administered through an exemption application process that
will require owners to declare that upon the departure of the owner-occupant, the
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housing provider will notify the City, and the duplex will no longer be exempt from the
RSO. When the unit is no longer owner occupied, the base rent for the units will be the
last rent rate charged to a tenant of the unit plus any increases allowed by Chapter 6.
The ordinance will require that owner occupancy must be by a person (not a corporation,
partnership or other entity), where the owner owns at least a 50% interest in the
property, including a family trust, where the trustor of the family trust owned at least a
50% of the property before its transfer into a family trust.
There was some discussion at the last study session about owner-occupancy evictions,
when an owner can evict a tenant from a unit so the owner or specified relative can
move into the unit, versus the duplex exemption, which completely removes the duplex
from the provisions of the RSO. A comparison was made between a single family home
with a guest house, which is exempt from the RSO, and a duplex. (It should be pointed
out that even without the duplex exemption an owner can live in one unit of a duplex and
evict a tenant from the second unit so that one of the specified relatives can live in the
second unit, provided that the owner did not previously use the owner-occupancy
eviction process to occupy the first unit.)
A question arises about who must occupy one of the units in the duplex for the duplex
exemption to apply. To be similar to the home with the guest house, it can be asserted
that one of the units in the duplex must be occupied by the owner or the owner’s spouse
because that would maintain the pre-existing relationship between the owner and the
tenant that justifies the exemption. On the other hand, if the owner, his or her spouse,
children, grandchildren, parents and grandparents can be the owner occupant, any of
those individuals could reside in one of the units, and there is not the same continuity of
relationship with the tenant. This was the direction from the City Council, and this is what
the draft ordinance currently states. (Ordinance page 21.) Adding the other specified
relatives to the list of individuals who can occupy one of the units and maintain the
exemption could increase the likelihood of abuse of the duplex exemption by property
owners. Accordingly, staff recommends that for the exemption to apply, either the owner
or the owner’s spouse must reside in one of the units of the duplex.
According to the 2017 registration data, there are total of 211 duplex properties with 422
units in the City, comprised of both Chapter 5 and Chapter 6 tenants. As stated above,
of the 422 units, there are 7 units that are Chapter 5 units that would not be subject to
this provision. The proposed owner-occupied duplex exemption could result in 415 (422
minus 7 Chapter 5 units) units being exempted from the rent increase protections of
Chapter 6 of the RSO. Elimination of the rent protections under the RSO, could increase
tents on these rental units. It also should be noted that, pursuant to HR&A’s data brief,
among renters of multifamily units in the City, renters in smaller buildings typically have
moved into their units more recently, meaning that the rents would already be closet to
market rate due to vacancy de-control. That correlates with the RSO registration data,
which reflects that duplex properties have the highest average rents, with an average
rent of $3,910 as compared with the average RSO rent of $2,365.
Staff requests that the City Council provide direction about whether Council wants to
retain the proposed language, which allows the landlord, spouse, parents, grandparents,
children and grandchildren to occupy one of the units of the duplex in order for the
duplex to be exempt from the provisions of Chapter 6.
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Evictions for Owners and Specified Relatives
The recently adopted amendments to the RSO established the following requirements
for owner occupancy evictions for Chapter 6, which were incorporated from Chapter 5,
section 4-5-509: 1) at no time during the ninety (90) day notice period, which is being
expanded to nine-months, is there a vacant apartment unit in the building comparable to
the one sought by the housing provider; and 2) the unit to be removed by the housing
provider is occupied by the most recent tenant(s) to occupy a unit comparable to the
type of unit sought by the housing provider or relative described in this section.
Notwithstanding the foregoing, no senior citizen or handicapped tenant shall be evicted
unless there is no other unit on the parcel of land comparable to the type of unit sought
by the housing provider or specified relative. If there are one or more comparable units
in such case, the housing provider shall recover the comparable unit occupied by the
most recent tenant who is not a senior citizen or handicapped person. For the purposes
of this section, “senior citizen” shall mean a person sixty-two (62) year of age or older.
Whether a unit is comparable to the type of unit sought by the housing provider or
relative shall be determined by the City.
The attached ordinance will change the notice requirement from ninety (90) days to ninemonths and adds grandparents and grandchildren to the list of relatives for whom a
tenant can be evicted from both Chapter 5 and Chapter 6 units. (Ordinance pages 11-12
for Chapter 5 and page 23 for Chapter 6.) Relocation fees will be required as described
in the relocation fees section below.
Relocation Fees
Relocation lees ate currently allowed for the following just cause reasons for both
Chapter 5 and Chapter 6: use by landlords; demolition or condominium conversion;
major remodeling and withdrawal of residential rental structures from the rental market.
Pursuant to Council’s direction, the ordinance is being amended to reflect, in the case of
eviction for owner occupancy for Chapter 6 tenants only, that relocation fees will be
calculated based on the length of the tenant’s occupancy. (Ordinance page 24.) The
tenant will be eligible for 10% of the allowed relocation fees for every year of occupancy.
So, if the tenant resided in the unit for 10 or more years, the tenant would be eligible for
100% of the allowable relocation fees pursuant to Chapter 6 of the RSO. This
amendment may reduce the amount of relocation fees for use by landlords and specified
relatives, “owner occupancy,” for Chapter 6 tenants. An eviction for owner occupancy is
not a voluntary vacancy, and therefore, upon re-occupancy by a tenant, the rental
amount will not go to market rate. The base rent for units re-occupied by a tenant, after
the unit is vacated by an owner occupant, shall be calculated as the base rent plus any
allowable rent increases.
Staff recommends that the City Council consider requiring all relocation fees to be paid
into an escrow account in the name of the tenant(s) within five days of the issuance of
notice to vacate and that this requirement apply to both Chapter 5 (Ordinance pages 16)
and Chapter 6 (Ordinance page 29), which is how the proposed ordinance has been
drafted.
If approved, the relocation fee for termination of tenancies due to owner occupancy may
result in the tenants receiving less than they would for other just-cause reasons, while
the costs for relocation remain the same.
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No-Cause Evictions
The no-cause eviction provisions of Chapter 6 were eliminated by Urgency Ordinance
#18-02762 on October 18, 2018, and by permanent Ordinance No. 18-02766, which was
adopted on November 20, 2018, and effective December 21, 2018.
Although City Council removed no-cause evictions through the prior urgency ordinance,
the eviction provisions discussed below re-establish an allowable no-cause eviction
during the first year of a Chapter 6 tenancy.
Termination of a Chapter 6 Tenancy at the End of the First Year of a Lease
As directed by City Council, the attached ordinance provides that an owner may issue a
no-cause eviction notice for a Chapter 6 unit if done within the first year of the lease
term, which also must occur only during the first year of the tenant’s occupancy at the
property. (Ordinance pages 27-28.) The owner is requited to serve the notice prior to
the end of the first year term and shall provide a six-month notice. The vacancy will not
be considered a voluntary vacancy, and the rent for the unit will not go to market rate
upon re-occupancy. The base rent will be calculated at the last rental rate allowed by
Chapter 6 plus any rent increases allowed by Chapter 6. (Id.)
This provision re-instates no-cause eviction during the first year of occupancy at a
property and partially reverses City Council’s recent urgency ordinance to remove nocause evictions for Chapter 6 units. This provision would allow owners to evict a tenant
for no-cause and provides the tenant with no relocation fees. According to HR&A’s data
brief, the turnover rate for tenants in Beverly Hills is 24%. This could place,
approximately, 1,848 tenants in a position of being required to move with no relocation
funds. Tenants in the first year of the tenancy may not have the ability to recoup their
costs of moving into the current unit because of their short length of tenancy. This
makes it difficult for a tenant to save funds to move yet again one year after their last
move. With no funds, or limited funds, tenants may choose to attempt to contest the
eviction or stay longer without paying rent causing the housing provider to incur
additional legal costs through an unlawful detainer action. In addition, the fact that
relocation fees would not have to be paid for a no cause eviction during the first year of a
tenancy may create a financial incentive for a housing provider to terminate the tenancy
at that time.
Pass-throughs
The amended ordinance reflects pass-throughs for Chapter 6 units for the registration
fee (Ordinance page 32), and the proposed water reliability fee (Ordinance pages 38) at
the rate of 50%, and a 25% pass-through for mandatory seismic retrofitting costs
Ordinance pages 37-38.).
Staff recommends that City Council consider using a twenty-seven year amortization
schedule and pass-through for mandatory seismic retrofitting expenditures, in
compliance with the Internal Revenue Service capital improvement cost recovery
guidelines, which is how the ordinance currently is drafted.
One of the long-established provisions of Chapter 5, Section 4-5-305, allows a landlord
to pass through to the tenants 100% of the cost of any improvement that was mandated
by a governmental regulation adopted after March 24, 1981, plus interest up to 18% per
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year, allocated among all of the units in the building based upon the square footage of
the units.
Staff recommends and has added a section to the proposed ordinance (page 3) that will
revise Section 4-5-305 for Chapter 5 tenants to add the same 25% cap for seismic
retrofitting costs that Council directed be applied to Chapter 6 units and to clarify that the
interest rate cannot exceed the interest rate that was incurred or available at the time the
improvement is made, up to 18%, and that such improvements be annualized and
passed through over the twenty-seven year period. The requirements of Section 4-3505 regarding government-mandated improvements, along with the 25% pass through of
the cost of seismic improvements have been added to Chapter 6 in new Section 4-6-12
(Ordinance pages 37-38). By taking this approach, all government-required
improvements, including 25% of the seismic retrofitting costs, will be allocated fairly
among all of the units at a property based upon their square footage, regardless of
whether they are Chapter 5 or Chapter 6 units.
Staff also recommends a pass-through to tenants in Chapter 5 units of 50% of the Rent
Stabilization program fees (Ordinance page 19), which are the annual registration fees,
and 50% of the water reliability fee (Ordinance page 4) so that all units at a property are
subject to the same fees regardless of whether they are Chapter 5 or Chapter 6 units.
This recommendation is being made because it is consistent with the current Chapter 5
pass-throughs for utility expense surcharges, water service penalty surcharges, and
refuse fee surcharges, and like the existing Chapter 5 surcharges, all of the rental units
at a property will benefit from the Rent Stabilization program and the water-related
improvements that will be provided by the City.
Annual Allowable Rent Increases
The attached amended ordinance reflects Council’s direction that the maximum
allowable annual rent increase for Chapter 6 units be tied to the annual percentage
change to the CPI, with a floor of 3.5% and a cap of 7.5%. (Ordinance pages 21-22.)
In 2017, City Council established an urgency ordinance limiting rent increases to the
greater of 3% or the CPI index. The CPI index is calculated using the percentage
increase, if any, of the CPI Index for the Los Angles/Riverside/Orange County Area, as
published by the U.S. Department of Labor Statistics between May 1 of the then current
year and May 1 of the immediately preceding Year. The May 2018 calculation resulted in
a 4.1% rent increase.
For the period from Year 2000 to 2018, the over-the-year percentage increase in the CPI
has ranged from as low as -2.6 in July 2009 to 5.8 in September 2005. The annual
average CPI index has ranged from -.08 to 4.5. For the period from 2000 to 2017, the
annual average CPI index was under 3% 11 times, or 61%. Conversely, the CPI Index
has never been 7.5%, and only ever went as high as 5.8% in July 2009.
Rent Stabilization Commission
The amended ordinance includes establishment of a Rent Stabilization Commission.
(Ordinance pages 1-3.) The Commission will be composed of five members as follows:
three at large members; one tenant member; and one housing provider member. All
Commissioners will be Beverly Hills residents. (Id.) The Commission will have authority
to hear the following matters: appeals under Chapter 5 that formerly were heard by the
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City Council (Ordinance pages 6-7); disruptive tenant applications in Chapters 5 and 6
that previously were to be heard by the Council subcommittee (Ordinance pages 13-1 5
and 24-27); relocation fee disputes in both Chapters 5 and 6 (Ordinance pages 17 and
30); appeals of decisions regarding a reduction of housing services, including those
relative to habitability pursuant to a new rent decrease application process in both
Chapters 5 and 6 (Ordinance pages 6-8 and 33), and appeals from decisions on tent
increase applications in both Chapters (Id.). The Ordinance includes new provisions in
both Chapters 5 and 6 establishing the appeal process. (Ordinance pages 9-1 1 and 3537) The Commission will be formed and conducted in the manner of all other City
Commissions. Staff recommends that the City Council establish a Council liaison
committee to propose Commission members who will be appointed by the City Council.
Annual Rent Registration
Chapters 5 and 6 of the RSO are being amended to clarify that rent registration will
occur annually commencing in January of each year, within thirty (30) days after Notice
is sent by the City to the housing provider. (Ordinance pages 18-19 and 31-32) An
annual registration fee will be included as part of the registration process. (Id.) The
registration fee that will fund the rent stabilization program is discussed below in the Fee
Study section.
Protections for Beverly Hills Teachers and Families with School Age Children
The amended ordinance reflects additional eviction protections for families with children
and teachers in schools in the City of Beverly Hills who reside in Chapter 5 and Chapter
6 units. (Ordinance pages 18 and 28-29.)The amended ordinance provides that a family
with children and teachers in school within the City will not be required to vacate their
unit during the school year. (Id.)
Owners would be required to consider the school year when serving such tenants with a
notice to vacate the unit, which could result in a delay, since evictions could only take
place in the summer months when school is out for vacation. The vacation period will be
determined by the school year of the specific school in the City that is the subject of the
notice to vacate.
Other Technical Amendments to the RSO
The City Attorney’s Office has made a few additional clarifying amendments to the RSO
that are included in the attached draft ordinance, which are:
1) Adding a definition of the term “Senior” to Chapter 6 (Section 4-6-0)
(Ordinance page 20) that is the same definition currently 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” (Ordinance pages 3 and 20), and the definition of the term
“Disabled Person” has been updated in both Chapters 5 and 6 to be the same as the
definition that is set forth in state law (Ordinance pages 3 and 19).
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 prior tenant’s conduct.
(Ordinance page 4.)
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Pursuant to City Council’s discussion at the prior meetings, Chapters 5
3)
(Section 4-5-509) 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 nine months.
(Ordinance pages 12 and 24.) 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. (Ordinance
pages 12 and 24.).
4)
Section 4-6-2 of Chapter 6, which addresses the Base Rent, has been
amended to fix an incorrect cross-reference. (Ordinance page 21.)
5)
Section 4-6-5 has been amended to add a new paragraph regarding re
rental following certain vacancies and to require that the landlord must provide notice to
a Chapter 6 tenant that the tenancy can be terminated at the end of the first year of
occupancy with six month’s advance notice and that no relocation fee is required to be
paid. (Ordinance page 22.)
A new paragraph 0, regarding unlawful evictions, which is similar to the
6)
provisions of Chapter 5 (Section 4-5-703), has been added to Section 4-6-6 of Chapter 6
to provide express protections to tenants from such evictions. (Ordinance page 28.) In
addition, that paragraph includes the provision that prevents a landlord from evicting a
tenant during the school year if a child under the age of 18 who attends a school in the
City or a teacher at a school in the City resides in the rental unit. (Id.)
Other Possible Amendments That Were Discussed
City Council also discussed the following items that are not in the current amendments:
Banking of Rent Increases
City Council discussed the possibility of allowing housing providers to bank rent
increases not used for Chapter 6 tenants. City Council decided not to include banking
provisions for Chapter 6.
Habitability
The City will continue to use and enforce the state habitability standards, which have
been adopted by the City and are referred to in the ordinance as City habitability
standards. If current state habitability standards are not met, this will be addressed
through a rent decrease application process initiated by the tenant. (Ordinance pages 68 and 32-33.) As currently drafted, initial determinations of rent decrease applications
will be made by hearing officers with appeals to the Commission. (Ordinance pages 6-11
and 32-37.) Future amendments to both Chapter 5 and Chapter 6 will be made relative
to the implementation of a proactive rental unit inspection program. The inspection
program will consist of a random proactive inspection process for all RSO properties
over a three-year cycle and anonymous requests for inspections. Tenants will continue
to have the option of requesting a complaint-based inspection.
Once an inspection process has been established, Staff will return to City Council at a
later date to report on the status of the Beverly Hills RSO housing stock at which time,
the City Council may choose to establish additional enhanced Beverly Hills habitability
standards. Meanwhile, staff will conduct a combination of proactive random inspections
as well as complaint-based inspections.
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Special Qualified Status and Rent Subsidy
City Council discussed the establishment of a rent subsidy program. Tenants would
qualify for a rent subsidy if they meet the following qualifying factors: 1) lowest 20% of
area median income and are rent burdened, meaning that the tenant spends more than
30% of their income for rent; and 2) have a length of tenancy in the City of Beverly Hills
of at least 5 years. The City would allocate a set annual fund amount, for example
$500,000, through the City’s budget process that would be made available commencing
in July 2019 as part of the City’s 2019-2020 fiscal year. There would be an application
process to determine the need for the funds, and funds would be made available to
qualified applicants on a pro rata distribution basis. Once funds are exhausted, no
additional funding would be available until the next fiscal year. Funds will not be
guaranteed and would be made available only as allocated annually through the annual
City budget process.
Staff recommends that an assessment be conducted to establish the current need for
the program. Staff will return at a later date to determine the specific funding allocation
and a pilot program for the first year to commence in fiscal year 2019-2020.
Luxury Unit Exemption
The City Council also discussed amending the ordinance to reflect a luxury unit
exemption. The discussion included an option that the exemption be tied to the rental
amount for each bedroom size. City Council recommended the exemption for the top 25
percent of the rents that are being charged. Staff requested HR&A to conduct an
analysis of the top percentages by bedroom size. Attachment 2 represents three
schedules consisting of rents at the top
percentile, 20th percentile, and 10th
percentile.
The following is a summary of the HR&A analysis on luxury unit exemptions by top
percentile of tents by bedroom size:
If luxury units were exempted utilizing the top 10 percent of rents by unit size, there
would be a total of 671 units exempted. This represents: 63 0-bedroom units; 303 1bedroom units; 249 2-bedroom units; 53 3- bedroom units and 3 4-bedroom units.
If luxury units were exempted utilizing the top 20 percent of rents by unit size, there
would be a total of 1,337 rental units exempted. This represents: 130 0-bedroom units;
605 1-bedroom units; 494 2-bedroom units; 102 3-bedroom units; and 6 4-bedroom
units.
If luxury units were exempted utilizing the top 25 percent of rents by unit size, there
would be a total of 1,611 units exempted. This represents: 148 0-bedroom units; 735 1bedroom units; 599 2-bedroom units; 121 3-bedroom units; and 8 4-bedroom units.
It is important to consider that rents may not be the sole determining factor when
considering a luxury unit exemption. The HR&A’s data brief reported that more than
50% of the City’s renter population are rent burdened, paying more than 30% of their
income for rent, and nearly 30% of the City’s renter population is severely rent burdened,
paying more than 50% of their income for rent.
City Council may also consider that rental percentages, alone, may not be a clear
indicator to identify a “luxury” unit. The HR&A ‘s luxury unit exemption analysis provides
Page 10 of 14

12/18/2018

Meeting Date: December 18, 2018

the three top percentages of RSO Rents by unit size in Attachment 2. Their analysis
reflects the 2017 median rent for a one bedroom unit as $1,905, and at the top 10% of
rent threshold, a luxury unit for a one-bedroom unit would be $2,570. This amount, in
and of itself, may or may not be representative of a “luxury” rental amount. At the top
20%, the rent for a one-bedroom unit that would be considered “luxury” would be $2,317.
A tent for the top 25% for a one-bedroom would be $2,250. It is also important to note
that HR&S’s data brief (pg. 17) states that despite Beverly Hills higher tents per RSO
unit among comparative areas, the City’s RSO units fall in the middle range among
comparative areas, very similar to West Hollywood, in terms of rents per square foot.
HR&A also points out the average rent per square foot for RSO units in Beverly Hills is
$2.85 and $3.70 for Santa Monica.
City Council could consider luxury exemptions by property as opposed to by unit. Rents
and unit conditions within the same property may vary widely. Establishing a luxury unit
exemption that does not consider the entire property may become problematic for
administration of the RSO by the City and to tenants’ expectations of a “luxury” property.
As a result Council may consider whether to impose a luxury exemption only for an
entire property, which may require that certain amenities be provided to all of the units,
such as a doorman or concierge. The exemption would require that all units within a
property be considered luxury units.
Another approach would be to establish a minimum rental amount, such as $10,000 a
month that would be the threshold for obtaining a luxury unit exemption. It is important to
note that the 2017 rent registration data reflects only one unit with a rental amount of
$11,500; one unit in the $10,000 rent range; three units in the $9,000 rent range; three
units in the $8,000 tent range; and twelve units in the $7,000 rent range. This also could
include a requirement that the unit have a minimum square footage and include
specified amenities, such as a doorman or concierge.
Staff recommends that City Council consider other factors in determining a luxury unit
exemption and that this exemption be deferred pending further direction to staff about
this topic.
One Additional Possible Amendment To Modify the Malor Remodeling Provisions of
both Chapter 5 and Chapter 6.
On October 11, 2018, City Council directed the City Attorney to establish an Urgency
Ordinance to remove the No-Cause evictions provisions of Chapter 6 of the RSD. As
part of that revision, the permissible reasons to evict tenants from units that are set forth
in Chapter 5 were added to Chapter 6, including the ability to evict tenants from units
where major remodeling was to occur.
Since that time, Staff has received many inquiries concerning this provision. In the
process, staff noted that the major remodeling cost amounts set forth in Chapters 5 and
6 which was last updated in 2004 and do not reflect current actual costs. Below are the

Page 11 of 14

12/18/2018

Meeting Date: December 18, 2018

minimum major remodeling costs per unit that are currently reflected in Chapters 5 and 6
of the RSO:
Unit Size
Bachelor/Single
I bedroom
2 bedroom
3 or more bedrooms or 2 bedrooms and a
den

Major Remodeling Costs
$ 7,000
10,000
15,000
20,000

Staff recommends that City Council consider updating the major remodeling costs in the
RSO to be consistent with current remodeling costs. City Council may also consider
adding a provision by which those costs would be increased based upon the percentage
increase of the CPI annually to ensure that the major remodeling costs set forth in the
RSO will remain current.
The following would represent the 2018 Major Remodeling costs utilizing increases
pursuant to the CPI (rounded to the nearest thousand):
Unit Size
Bachelor/Single
Ibedroom
2 bedroom
3 or more bedrooms or 2 bedrooms and a
den

Major Remodeling Costs
$ 10,000
14,000
21,000
28,000

The updated amounts, plus the CPI increase have been included in the ordinance in
both Chapters 5 and 6. (Ordinance pages 12-13 and 23.)
Another option would be to delete the major remodeling provisions from Chapter 6. Staff
requests direction from Council on the major remodeling provisions.
Review of Rent Stabilization Program Fee Study and Approval of Positions
On or about June 27, 2018, the City entered into a contract with Revenue Costs
Specialists, LLC (RCS) to prepare a comprehensive tee study for the RSO program. The
RCS fee study is Attachment 3. The RSC fee study includes tent stabilization
administrative costs for the tent stabilization program and the additional work proposed
in the amended ordinance for work related to the Rent Stabilization Commission and the
proactive inspection process. The fee study does not include proposed administrative
costs relative to the administration of a rent subsidy program.
Currently, the City assesses two annual charges on rental units. The first is an annual
Rent Control Administration fee of $56 per unit. This fee is intended to recover costs
associated with administration and enforcement of the provisions of the original rent
stabilization ordinances, including investigation of complaints, record research,
preparation of cases, and attorney’s fees.
The second charge is an annual business tax that is unrelated to rent control. The City
requires any person conducting business in the city to obtain a registration certificate
and pay an annual business tax. Persons renting or leasing residential property are
required to pay an annual gross receipts tax for each one thousand dollars of gross
Pagel2off4
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receipts. The tax revenues collected are general tax revenues for the benefit of the
entire City and may be used for any City purpose.
The current fee of $56.00 per unit does not cover the costs for staff’s work to implement
the new provisions of the RSO program and, therefore, the additional fees for the RSO
program, as identified in the RCS fee study, are necessary to cover the program costs to
implement the amended RSO.
Staff wishes to point out that if the City Council chooses to implement the rent subsidy
assistance program, this will require additional staff and a corresponding requirement for
additional fees. An additional fee study would be required to assess costs associated
with the administration of a rent subsidy program.
Council previously authorized the following positions, which will be funded by the
increased annual registration fee:
Deputy Director of Rent Stabilization (previously authorized),
One 1-Year limited term Management Analyst, and
One 1-Year term Customer Service Representative
Staff requests that the one 1-Year limited term Management Analyst and one 1-Year
limited term Customer Service Representative positions become regular unlimited term
positions.
Staff requests that City Council authorize the following additional positions that will be
funded by the increased annual registration fee:
One
One
One
One

new Code Enforcement Officer to conduct habitability inspections;
Management Analysts;
Customer Service Representatives; and
Secretary.

Staff also requests that the Council review the fee study provided by RCS. If the City
Council approves the positions set forth above, Staff recommends that the City Council
approve the proposed new annual rent stabilization registration fee in the amount of
$197.00 per unit to cover the costs associated with the administration of the revised
Rent Stabilization program. The Resolution the Annual Rent Stabilization Program fee
That is Being Increased from $56 to $197 Per Rent Unit is Attachment 4.
Request Funding for Part-time Customer Service Representatives
The 2018-2019 budget provided a budget enhancement in the amount of $357,632 to
cover the following positions: 1) one 1-year limited term management analyst; 2) one 1year limited term customer service representative; and 3) three part-time hourly
customer service representatives. The three part-time hourly customer service
representatives were limited to a six-month period from July through December 2018.
Not only will the funding for these positions end on December 31st, but as part-time
hourly employees, the 1000 hour limit will be reached before completion of the upcoming
registration process.
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receipts. The tax revenues collected are general tax revenues for the benefit of the
entire City and may be used for any City purpose.
The current fee of $56.00 per unit does not cover the costs for staff’s work to implement
the new provisions of the RSO program and, therefore, the additional fees for the RSO
program, as identified in the RCS fee study, are necessary to cover the program costs to
implement the amended RSO.
Staff wishes to point out that if the City Council chooses to implement the rent subsidy
assistance program, this will require additional staff and a corresponding requirement for
additional fees. An additional fee study would be required to assess costs associated
with the administration of a rent subsidy program.
Council previously authorized the following positions, which will be funded by the
increased annual registration fee:
Deputy Director of Rent Stabilization (previously authorized),
One 1-Year limited term Management Analyst, and
One 1-Year limited term Customer Service Representative
Staff requests that the one 1-Year limited term Management Analyst and one 1-Year
limited term Customer Service Representative positions become regular unlimited term
positions.
Staff requests that City Council authorize the following additional positions that will be
funded by the increased annual registration fee:
One
One
One
One

new Code Enforcement Officer to conduct habitability inspections;
Management Analysts;
Customer Service Representatives; and
Secretary.

Staff also requests that the Council review the fee study provided by RCS. If the City
Council approves the positions set forth above, Staff recommends that the City Council
approve the proposed new annual tent stabilization registration fee in the amount of
$197.00 per unit to cover the costs associated with the administration of the revised
Rent Stabilization program. The Resolution the Annual Rent Stabilization Program fee
That is Being Increased from $56 to $197 Per Rent Unit is Attachment 4.
Request Funding for Part-time Customer Service Representatives
The 2018-2019 budget provided a budget enhancement in the amount of $357,632 to
cover the following positions: 1) one 1-year limited term management analyst; 2) one 1year limited term customer service representative; and 3) three part-time hourly
customer service representatives. The three part-time hourly customer service
representatives were limited to a six-month period from July through December 2018.
Not only will the funding for these positions end on December 31st but as part-time
hourly employees, the 1000 hour limit will be reached before completion of the upcoming
registration process.
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The annual rental registry will begin in January with no time to hire and train new
customer service representatives. Accordingly, staff recommends that City Council
authorize an allocation of funds and a budget modification to fund the three part-time
regular customer service representative positions for the next six-months through the
end of this fiscal year. In light of the anticipated additional work tasks resulting from the
RSO amendments, staff requests that the three part-time hourly customer service
representative positions be changed from part-time hourly to part-time regular. The
change, from part-time hourly to part-time regular, would allow staff members to work
beyond the 1,000 hour annual limitation currently required for the part-time hourly
position. This would provide continuity of service and allow for a smooth transition for the
implementation of the amended ordinance and the upcoming annual registration process
scheduled in January2019.
Funding for the three part-time customer service representatives was not provided past
December 31, 2018. The total cost associated with three part-time regular customer
service representatives is $151,342.44, which includes salary in the total amount of
$100,716.60 and benefits in the total amount of $50,628.84, for three part-time regular
customer service representative positions. The difference in costs between the part-time
hourly customer service representative and the part-time regular customer service
representative positions is $26,320.62. Staff requests funding for the three part-time
regular customer service representatives in an amount not to exceed $151,342.44 from
the general fund. If the proposed fee is approved by City Council, all Rent Stabilization
Program staffing, including the three part time customer service positions which will be
replaced with 2 customer service representative positions, will be drawn against the
Rent Stabilization program fee.
NOTIFICATION
Notice regarding the City Council meeting was provided by email on December 12, 2018
to all housing providers, those requesting notice in the BH Rent system, and all parties
including both tnants and housing providers who provided emails at the various
facilitated sessions. The Notice was also posted on the City’s website on the same date
and was published in both newspapers.
FISCAL IMPACT
There will be an increase in the City’s administrative costs to implement the new
provisions of the amended ordinance which will be borne by the increased Rent
Stabilization program fee. Staff estimates the cost of three part-time regular customer
service representatives for the period from January 1, 2019 through June 30, 2019 to be
in an amount not to exceed $151,342.44. Staff requests allocation of funding for three
part-time regular customer service representatives from the general fund and
authorization for the new positions that are set forth above, which will be funded from the
new tent stabilization fee.
Jeff S. Mutt
Finance Approval
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