
CITY OF BEVERLY HILLS 

RENT STABILIZATION COMMISSION 

July 6, 2022 

TO: Rent Stabilization Commission 

FROM: Helen Morales, Deputy Director, Rent Stabilization, DPA 

SUBJECT: MEMORANDUM REGARDING MATERIALS PRESENTED FOR THE 
JULY 2022 RENT STABILIZATION COMMISSION MEETING 

ATTACHMENTS: None 

Summary 

The June 1, 2022 Rent Stabilization Commission (RSC) meeting was cancelled due to lack of 

quorum.  Staff will present the materials originally prepared for the June 1, 2022 RSC meeting at 

the July 6, 2022 RSC meeting.  
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CITY OF BEVERLY HILLS 

RENT STABILIZATION COMMISSION 

June 1, 2022 

TO: Rent Stabilization Commission 

FROM: Helen Morales, Deputy Director Rent Stabilization, DPA 

SUBJECT: POSSIBLE AMENDMENTS TO THE RENT STABILIZATION ORDINANCE 
(RSO) REGARDING SURCHARGES AND THE AMOUNT OF ANNUAL 
MAXIMUM ALLOWABLE RENT INCREASES 

ATTACHMENTS: A. Title 4-Chapter 5 Rent Stabilization, Part I, Beverly Hills Municipal Code
§ 4-5-401

B. Title 4-Chapter 6 Rent Stabilization, Part II, Beverly Hills Municipal Code
§ 4-6-11

C. April 6, 2022, Rent Stabilization Commission Staff Report
D. May 4, 2022, Rent Stabilization Commission Staff Report
E. California RSO Passthroughs Table
F. Historical Rent Increase and CPI Table

INTRODUCTION 

Staff seeks recommendations from the Rent Stabilization Commission (Commission) to the City 
Council regarding possible amendments to the Rent Stabilization Ordinance (RSO) for both 
Chapter 5 and Chapter 6 of Title 4 of the Beverly Hills Municipal Code (BHMC) regarding 
surcharges that allow housing providers to pass through costs to tenants relating to water service 
penalties and/or surcharges, refuse fees, and for Chapter 5 tenants only, capital expenditures, 
improvement expenses mandated by law, including seismic retrofit, utility expense, and for 
additional tenants. Staff also seeks recommendations from the Commission to the City Council 
regarding possible amendments to Chapters 5 and 6 regarding the amount of the maximum 
allowable annual rent increases. 

BACKGROUND 

The City Council established the Commission pursuant to Ordinance 19-O-2776, which became 
effective on May 3, 2019 and is codified at BHMC § 2-2-501. Pursuant to BHMC §2-2-502, one 
of the duties of the Commission shall be to make recommendations to the City Council concerning 
amendments to Title 4, Chapters 5 (Attachment A) and 6 (Attachment B) of the BHMC that have 
not been resolved by the City Council. Surcharges that allow housing providers to pass through 
costs to tenants relating to water service penalties and/or surcharges, refuse fees, and for Chapter 
5 tenants only, capital expenditures, improvement expenses mandated by law, including seismic 
retrofit, utility expense, and charges for additional tenants, and the amount of the maximum 
allowable rent increases are matters subject to the Commissions’ charge. 
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As a reminder, the BHMC provides various surcharges that allow a housing provider to pass 
through certain expenses without undertaking a rent increase application process. Housing 
providers for both Chapter 5 and Chapter 6 tenants may pass-through the following surcharges: 

• Water service penalties and/or surcharges, at a rate of 90% of the penalties and/or
surcharges imposed by the City (BHMC §§ 4-5-308 and 4-6-7); and

• Refuse fees imposed by the City, at a rate of 100% of the fees (BHMC §§ 4-5-309
and 4-6-8).

The BHMC allows housing providers to pass the following additional surcharges to Chapter 5 
tenants only:   

• Capital expenditures surcharge, annualized in accordance with straight line
depreciation schedules allowed under the federal income tax laws- at a rate of no
greater than 4% of base rent which validly existed prior to the latest allowable re-
computation of the rent (BHMC § 4-5-304);

• Improvement expenses mandated by law- including interest or the value of capital up
to 18% per year, annualized in accordance with straight line depreciation schedules
allowed under the federal income tax laws (which includes seismic retrofit) (BHMC § 4-
5-305);

• Utility expense surcharge- the difference between the percentage increase in basic
and essential utility expenses included in the base rent and the allowable rent increase
percentage (BHMC § 4-5-306); and

• Additional tenant rent increase-the property owner may raise the rent a maximum of
10% of the base rent for each additonal tenant (BHMC § 4-5-307).

On April 6, 2022, staff introduced the pass through and maximum allowable rent increase topics 
for discussion.  A copy of the April 6, 2022, Rent Stabilization Commission Staff Report is attached 
as Attachment C. On May 4, 2022, upon request of the Commission, staff presented a report on 
the “just and reasonable return” doctrine and the rent adjustment application process. A copy of 
the May 4, 2022, Rent Stabilization Commission Staff Report is attached as Attachment D.  

This staff report will focus on additional questions asked by the Commission at its regularly 
scheduled meeting on April 6, 2022, which include: passthrough comparison of surrounding 
jurisdictions; passthrough sample calculation of applied existing passthroughs; additional tenant 
passthrough by other jurisdictions; water shortage service penalties and seismic retrofit timelines.  

Passthrough Comparison of Surrounding Jurisdictions 

Similarities appear between Beverly Hills RSO passthroughs and the 20 other California RSO 
jurisdictions (RSO Jurisdictions). A table of the California RSO Jurisdictions passthroughs is 
attached as Attachment E. The majority of RSO Jurisdictions allow some form of capital 
improvement passthrough, while 10 RSO Jurisdictions allow for no capital improvement 
passthrough. Most RSO Jurisdictions allow from 50% to 100% of costs amortized over a specific 
period with a maximum limit to be passed through to tenants. The City of Los Angeles places the 
maximum allowable monthly rent increase passthrough at $55.00, while others like Culver City 
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and Los Angeles County tie the limit to the rent percentage increase.  San Francisco uses the 
number of units and a maximum allowance based on a percentage increase and maximum 
amount. With regards to capital improvement passthroughs, Culver City allows for a hardship 
waiver process for low-income tenants.  

Like Beverly Hills, some form of utility fee passthroughs are allowed in East Palo Alto, City of Los 
Angeles, and San Francisco. East Palo Alto identifies utility fees as “rent” when paid by the owner, 
even if the property is master metered, and limits utility fee increases along with rent increase 
limitation.  City of Los Angeles RSO allows a 1% rent increase for each utility fee paid by the 
owner, for a maximum of 2%.  San Francisco allows for a passthrough for utility fee increases, as 
compared to a tenant’s base rent year, annually and prorated monthly. 

The majority of RSO Jurisdictions allow for a passthrough for registration or administration fees 
at a rate of 50%. Ten RSO Jurisdictions do not allow for a registration or administrative fee 
passthrough. Registration and administration fees are passed through monthly for all RSO 
Jurisdictions that allow a passtrhough.  The City of West Hollywood provides a tenant rebate for 
the registration fee for tenants aged 62 and over and very low-income households.  

Additional Tenant Passthrough by other RSO Jurisdictions 

A passthrough for additional tenants is allowed by the City of Los Angeles, Culver City and Beverly 
Hills (Chapter 5 tenants only).  The City of Los Angeles and Beverly Hills allow a 10% increase 
per each additional tenant.  Culver City allows for a 5% rent increase for additional tenants.  The 
additional tenant passthrough is the only passthrough that becomes rent and is subject to further 
rent increases as described below.   

Passthrough Sample Calculations of Applied Existing Passthroughs 

The City of Beverly Hills Chapter 5, as compared to Chapter 6, currently provides the greatest 
number of passthroughs which include: refuse fees, capital expenditures, improvement 
expenses mandated by law, utility expense surcharges, and additional tenant surcharges. 
Water service penalties and/or surcharge is not included because the City’s Public Works 
Department confirmed that no such fees are currently being implemented.   

The following chart reflects an example of how Chapter 5 currently allowed passthroughs, 
combined, could affect a tenant. As reflected below, a tenant with a monthly rent of $2,000 
could expect an increase, in rent increase and passthrough costs as detailed below, of 
$493.17. Please note that although passthroughs are not considered rent, the additional 
tenant increase is considered rent.  Therefore, the following year the rent as described 
below would be $2,200 and this amount would be used for any further rent increase.   
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 Rent  
Monthly Rent  $   2,000.00 
Water Penalty/Surcharge (90%) 1 
Refuse Fee  $     29.00 
Capital Expenditure (4%)  $     80.00 
Improvement Expenses Mandated by Law (100%) 2  $   104.17 
Utility Increase Expense Surcharge 3  $     20.00 
Additional Tenant (10%)  $   200.00 
Subtotal  $   2,433.17 
Annual Rent Increase (3%)  $     60.00 
Total  $   2,493.17 
1- No Penalty fees are implemented at this time.
2- Based on an estimate that a seismic retrofit costs
$50K for an 8 unit building over 5 years.
3-This amount is estimated.

Historical Rent Increases Based on the CPI 
The Commission requested information on the allowable rent increases based on the CPI.  The 
rent increase is based on the CPI for both Chapter 5 and Chapter 6, however the calculation is 
different for each.  The Chapter 6 rent calculation utilizes the greater of:  (a) 3% of the rental rate 
that is in effect, or (b) by an amount that is equal to the percentage increase of the Consumer 
Price Index (CPI) that is published by the Bureau of Labor Statistics for LA/Riverside/OC between 
May 1st of the current year for that area and May 1st of the prior year (BHMC §4-6-3 B).  

The Chapter 5 rent calculation utilizes the lowest of: 8% or CPI. The rent increases are adjusted 
on a monthly basis based on the change in the CPI for Los Angeles (or any successor equivalent) 
as published by the Bureau of Labor Statistics and computed as follows:  The latest published 
CPI figure shall be added along with such figures for the preceding eleven (11) months, and, from 
the sum reached, there shall be deducted the sum of such figures for the twelve (12) months 
further preceding the last such twelve (12) months. That remainder shall then be divided by the 
lower of the two (2) sums therefore mentioned, and the resulting figure shall indicate the 
permissible maximum percentage by which the base rent may be increased by virtue of the rise 
in the CPI (BHMC § 4-5-303 A). 

A table with the historical rent increase for both Chapter 5 and Chapter 6 and CPI is attached 
as Attachment F.     

Seismic Retrofit Timelines 
The Commission requested an update on the current mandatory soft story Seismic Retrofit 
requirements.  The City’s records reflect three tiers which are categorized in three priorities:  
Priority I) Buildings with 3 or more stories; Priority II) Buildings with 2 stories, with six or more 
units; and Priority III) other buildings not designated in either priority I or II. The following tables 
reflect the number of structures by priority subject to the mandatory retrofit requirements.  
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Priority 
Batch Description Number of 

Structures 

I Buildings with 3 or more stories 98 

II Buildings with 2 stories, with 6 or 
more units 132 

III Buildings not within the 
definition of Priority I or Priority II 77

Soft-Story Mandatory Retrofit Progress 
Project Status Tier 1 Tier 2 Tier 3 

In Review 9% 14% 11% 
Approved 74% 56% 42% 
Exempted 7% 5% 24% 

Total Buildings 90% 76% 77%

Next Steps 

Staff encourages the Commission to discuss what, if any, revisions should be recommended to 
the City Council to be made to the RSO regarding surcharges, including seismic retrofit, and 
allowable annual rent increases for both Chapter 5 and Chapter 6 of the RSO or request staff to 
provide additional information to assist in making a recommendation to City Council.  
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ATTACHMENT A 
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CHAPTER 5

RENT STABILIZATION, PART I

SECTION:

 Article 1. Application

4-5-101: Application

4-5-102: Exemptions

4-5-103: Waiver Of Provisions Of This Chapter; Prohibited

4-5-104: Civil Code Obligations

 Article 2. Definitions

4-5-201: Scope

4-5-202: Words Defined

 Article 3. Rent Levels

4-5-301: Excess Rents Unlawful

4-5-302: Base Rent

4-5-303: Annual Increases

4-5-304: Capital Expenditure Surcharge

4-5-305: Expenditures Mandated By Law

4-5-306: Utility Expense Surcharge

4-5-307: Surcharge For Additional Tenants

4-5-308: Water Service Penalty Surcharge

4-5-309: Refuse Fee Surcharge

4-5-310: Apartment Units Subject To Leases

4-5-311: Notices

4-5-312: Rerenting After Voluntary Vacancies

4-5-313: Base Rent After The Cessation Of Employment As Building Manager

4-5-314: Rounding Off

Article 4. Functions And Duties Of The Hearing Officer Designated By The City Manager With Respect To Certain Rent
Adjustment Issues

4-5-401: Duties Of The Hearing Officer Designated By The City Manager

4-5-402: Adjustments For Tax Increases

4-5-403: Fees

 Article 5. Evictions

4-5-501: Evictions

4-5-502: Failure To Pay Rent

4-5-503: Violations Of Obligations

4-5-504: Maintenance Of Nuisances

4-5-505: Illegal Uses

4-5-506: Refusal To Execute Leases

4-5-507: Refusal To Provide Access

4-5-508: Unapproved Subtenants

4-5-509: Use By Landlords

4-5-510: Change Of Building Managers
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4-5-511: Demolition Or Condominium Conversions

4-5-512: Major Remodeling

4-5-513: Withdrawal Of Residential Rental Structure From The Rental Market

4-5-514: Disruptive Tenant

 Article 6. Relocation Fees

4-5-601: Fees Required

4-5-602: Time Of Payment

4-5-603: Payment To Each Tenant

4-5-604: Deposit Into Escrow

4-5-605: Amount Of Relocation Fees

4-5-606: Physical Relocation In Lieu Of Fee

4-5-607: Waiver Of Relocation Rights

   Article 7. Remedies

4-5-701: Illegal Rent Or Withholding Of Relocation Fees

4-5-702: Reduction Of Housing Services

4-5-703: Unlawful Evictions

4-5-704: Refusal To Comply With Illegal Requests

4-5-705: Civil Remedies

4-5-706: Penalties

4-5-707: Administrative Penalties

 Article 8. Registration

4-5-801: Registration Of Rental Units

ARTICLE 1.  APPLICATION
4-5-101: APPLICATION:
The provisions of this chapter shall apply to all dwelling units in the city designed for rental use or actually rented at any time on or
after May 31, 1978, except as set forth in this article. (1962 Code § 11-1.01; amd. 1988 Code)

4-5-102: EXEMPTIONS:
Notwithstanding the provisions of section 4-5-101 of this chapter, the following dwelling units shall not be subject to any provision of
this chapter:

 A.   Single-family residences;

   B.   Housing accommodations in hotels, motels, inns, and rooming houses which are rented primarily to transient guests for a
period of thirty (30) consecutive days or less, except that this chapter shall apply to any unit which has been occupied by the same
tenant for more than thirty (30) consecutive days;

   C.   Condominiums existing as of March 27, 1979, and condominiums created thereafter by apartment unit conversion or
redevelopment (including the demolition of an old building and the construction of a new one), provided the provisions of sections 4-
5-511 and 4-5-513 of this chapter have been complied with;

 D.   Dwelling units in nonprofit cooperatives owned and controlled by a majority of the residents;

   E.   Dwelling units which a government unit, agency, or authority owns, operates, or manages or which are specifically exempted
from municipal rent regulation by state or federal law or administrative regulation;

   F.   Dwelling units located in a structure completed after September 20, 1978, other than those described in subsection C of this
section;

   G.   Dwelling units for which validly existing apartment rental agreements provide for rents in excess of six hundred dollars
($600.00) per month; provided however, this subsection exemption shall not be applicable to any dwelling unit that was at any time
subject to the provisions of this chapter or any prior law of the city relating to rent stabilization, and the amount of rent validly
imposed exceeds six hundred dollars ($600.00) per month only because of rental increases validly imposed pursuant to the
provisions of articles 3 and 4 of this chapter or any similar prior law of the city;

   H.   Dwelling units that are not occupied by the tenant as the tenant's primary residence. (1962 Code § 11-1.02; amd. Ord. 89-O-
2068, eff. 8-8-1989; Ord. 01-O-2371, eff. 3-30-2001; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-2017)
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4-5-103: WAIVER OF PROVISIONS OF THIS CHAPTER; PROHIBITED:
   A.   Any provision of an apartment rental agreement or lease, or any other agreement between a landlord and a tenant, which
waives any provision of this chapter for the benefit of a tenant, including, without limitation, any provision relating to the amount of
rent to be paid for an apartment unit, shall be deemed to be against public policy and shall be void, unless expressly authorized by
state law.

   B.   This amended section is applicable to any apartment rental agreement, lease, amendment or extension, that is subject to the
provisions of this chapter and that is executed on or after December 29, 2000. This section, as it existed on December 29, 2000,
shall continue to govern any apartment rental agreement, lease, amendment or extension, that is subject to the provisions of this
chapter, and that was executed prior to December 29, 2000. (1962 Code § 11-1.03; amd. Ord. 01-O-2371, eff. 3-30-2001)

4-5-104: CIVIL CODE OBLIGATIONS:
Nothing in this chapter is intended, nor shall it be deemed, to affect or relate to obligations of the landlord and tenant pursuant to
sections 1941 and 1942, relating to tenantability of residential rental premises, of the Civil Code of the state. (1962 Code § 11-1.04)

ARTICLE 2.  DEFINITIONS
4-5-201: SCOPE:
   A.   For the purposes of this chapter, the words and phrases shall be defined as set forth herein, unless the context clearly
indicates a different meaning is intended.

   B.   Words and phrases used in this chapter which are not specifically defined shall be construed according to their context and the
customary usage of the language. (1962 Code § 11-2.01)

4-5-202: WORDS DEFINED:
APARTMENT RENTAL AGREEMENT: An agreement, verbal, written, or implied, between a landlord and tenant for the use or
occupancy of an apartment unit and for housing services.

APARTMENT UNIT: Any dwelling unit in the city of Beverly Hills rented or offered for rent for human habitation, together with the
land and accessory structures appurtenant thereto, and all housing services supplied in connection with the use or occupancy
thereof, which is not exempted under section 4-5-102 of this chapter.

BUILDING MANAGER: A person who has been retained by a landlord as the landlord's agent or employee for the purpose of
directing, controlling, or performing activities relating to a multiple- family residential building and who is entitled to monetary
compensation or a reduction in the rent for an apartment unit in such building equal to at least fifty percent (50%) of the fair market
rental value of such unit as all or a part of his or her compensation for such work or a person who has been retained by a landlord as
a caretaker to comply with chapter 4, article 3 of this title. "Building manager" shall include any other person who occupies an
apartment unit with the person who was retained as the agent or employee.

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

HOUSING SERVICES: All services connected with the use or occupancy of an apartment unit, including, but not limited to, repairs,
replacement, maintenance, painting, light, heat, water, elevator service, laundry facilities and privileges, janitor service, refuse
removal, furnishings, telephone, off street parking, and any other benefits, privileges, or facilities.

LANDLORD: An owner, lessor, sublessor, or any person, firm, corporation, partnership, or other entity entitled to receive rent for the
use of any apartment unit or the agent, representative, or successor of any of the foregoing.

MINOR: Any person younger than eighteen (18) years of age.

PRIMARY RESIDENCE: Any unit that is occupied by a tenant for at least nine (9) months out of every calendar year.

RENT: The consideration, including any bonus, benefits, or gratuity demanded or received, for or in connection with the use or
occupancy of an apartment unit or the transfer of a lease for such a unit, including, but not limited to, monies demanded or paid for
parking, for furnishings, for housing services of any kind, or for subletting.

SENIOR: Any person sixty two (62) years of age or older.

TENANT: A tenant, subtenant, lessee, sublessee, or any other person entitled to the use or occupancy of any apartment unit.

VACANCY: The departure from an apartment unit of all of the tenants. For purposes of this definition, the term "tenant" shall not
include persons who took possession of an apartment unit as sublessees or assignees after January 1, 1999, if the rental agreement
restricts or prohibits subletting or assignment, and the restriction has not been satisfied or the prohibition has not been waived.

VOLUNTARILY VACATED: The vacancy of an apartment unit by all of the tenants. "Voluntarily vacated" does not include a vacancy:
a) that is the result of a constructive eviction of the tenant, which was caused by the landlord; b) when the previous tenancy was
terminated by the landlord by notice pursuant to Civil Code section 1946; or c) when the previous tenancy was terminated due to a
change in the terms of the tenancy noticed pursuant to Civil Code section 827, except a change permitted by law in the amount of
rent or fees. (1962 Code §§ 11-2.02, 11-2.03, 11-2.04, 11-2.05, 11-2.06, 11-2.07, 11-2.08, 11-2.09; amd. Ord. 89-O-2068, eff. 8-8-
1989; Ord. 04-O-2449, eff. 6-18-2004; Ord. 17-O-2725, eff. 1-24-2017; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-
2017)
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ARTICLE 3.  RENT LEVELS
4-5-301: EXCESS RENTS UNLAWFUL:
It shall be unlawful for a landlord to charge, demand, extract, accept, receive, or retain any rent in excess of the maximum amount
which may be validly charged as computed in accordance with the provisions of this article and article 4 of this chapter. (1962 Code §
11-3.01)

4-5-302: BASE RENT:
A landlord may charge for an apartment unit a "base rent" equal to that validly charged on May 31, 1978, or on any later date when
the tenancy by a tenant begins of an apartment unit which has been voluntarily vacated. Such base rent may be recomputed
annually after a full year has elapsed from May 31, 1978, the date of the commencement of the tenancy, or the date of the last
recomputation, whichever is later, so as to increase it in accordance with the provisions of this chapter. (1962 Code § 11-3.02; amd.
1988 Code)

4-5-303: ANNUAL INCREASES:
   A.   For annual increases effective on any date between May 31, 1979, and May 30, 1980, inclusive, no such increase shall exceed
an amount computed in accordance with the latest published figure reflecting the increase for a twelve (12) month period in the
Urban All Items Consumer Price Index (CPI) for Los Angeles (or any successor equivalent), as published by the United States
Department of Labor, Bureau of Labor Statistics. The proper method for computing such an increase in the CPI shall be as follows:
The latest published CPI figure shall be added along with such figures for the preceding eleven (11) individual months, and, from the
sum reached, there shall be deducted the sum of such figures for the twelve (12) months further preceding the last such twelve (12)
months. That remainder shall then be divided by the lower of the two (2) sums heretofore mentioned, and the resulting figure shall
indicate the permissible maximum percentage by which the base rent may be increased by virtue of the rise in the CPI.

   B.   For annual increases effective on any date between May 31, 1980, and December 14, 1981, inclusive, no such increase shall
exceed a maximum of eight percent (8%).

   C.   For annual increases effective on or after December 15, 1981, no such increase shall exceed eight percent (8%) or the CPI as
of the date of the notice of increase, computed pursuant to subsection A of this section, whichever is less.

   D.   Any security deposit lawfully imposed by the landlord on a tenant may be increased by the same percentage as the base rent
may be increased, in accordance with the provisions of this section, at such time as the base rent is recomputed.

   E.   A landlord who is not in substantial compliance with any of the provisions of section 4-5-801 of this chapter shall not demand,
accept or retain the annual rent increase otherwise permitted by this section. (1962 Code § 11-3.03; amd. 1988 Code; Ord. 17-O-
2745, eff. 1-19-2018)

4-5-304: CAPITAL EXPENDITURE SURCHARGE:
   A.   At the time of the recomputation of the base rent, the landlord may further add to the apartment unit rent a surcharge for capital
expenditures for which the landlord incurred expense after the date of the last preceding rent increase in accordance with the
following criteria:

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

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

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

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

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

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

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

4-5-305: EXPENDITURES MANDATED BY LAW:
In addition to any capital expenditure surcharge permitted by section 4-5-304 of this article, the landlord may pass through to the
tenant of an apartment unit the cost of any improvement mandated by any government statute, rule, or regulation enacted after
March 24, 1981, including interest or the value of capital up to eighteen percent (18%) per annum, allocated among all the dwelling
units of the building in proportion to their size, determined in square feet, and annualized in accordance with the straight line
depreciation schedules allowed under the federal income tax laws. (1962 Code § 11-3.05; amd. 1988 Code)
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4-5-306: UTILITY EXPENSE SURCHARGE:
   A.   When the base rent of an apartment unit includes one or more of the basic and essential utility services (for example,
electricity, gas, or water, but not including such services as telephone or television cable service), at the time of the recomputation of
the base rent the landlord may further add to such apartment unit rent a surcharge for the increased cost of any such utility service
provided in accordance with the following criteria:

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

2. For recomputations done after February 28, 1981, such surcharge shall be computed by comparing the utility costs for the
year beginning March 1, and ending on the last day of February just ended, with those costs for the year preceding that year. If the
utility costs have increased by a percentage which is greater than the annual rent increase percentage which was last allowed by
section 4-5-303 of this article, any amount of such utility costs which is in excess of that amount which would have been arrived at
had the utility costs increased only by the same percentage as the annual rental increase may be passed through to the tenants in
accordance with the provisions of subsection A1 of this section.

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

4-5-307: SURCHARGE FOR ADDITIONAL TENANTS:
If an apartment rental agreement specifies the maximum number of occupants in an apartment unit but does not contain any
provision stating a specific dollar amount for an additional tenant occupying such apartment unit after the inception of the agreement,
the landlord may exercise his or her rights under state laws or may raise the rent on such apartment unit a maximum of ten percent
(10%) of the base rent for each additional tenant. If such additional tenant subsequently vacates the apartment unit, the rent shall be
reduced by the amount that was imposed pursuant to the provisions of this section. This section shall apply only when there is a
partial change in the occupancy of an apartment unit and one or more of the occupants of the apartment unit, pursuant to the rental
agreement, still remains in lawful possession of the apartment unit. (1962 Code § 11-3.07; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-308: WATER SERVICE PENALTY SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit
ninety percent (90%) of the cost of any water service penalties and/or surcharges imposed by the city pursuant to the water rate
schedule established by resolution of the city council provided that the landlord installs water conservation plumbing fixtures in such
unit in accordance with the requirements of title 9, chapter 4, article 1 of this code or voluntarily installs, at the landlord's expense,
low flow toilets or such other water saving toilets approved by the director of public works, showerhead restrictors and faucet aerators
in such unit. If the landlord does not install such water conservation plumbing fixtures, the landlord shall be liable for and pay without
any pass through to the tenant all penalties and/or surcharges imposed by the city on the landlord's apartment units.

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

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

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

4-5-309: REFUSE FEE SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit the
cost of any refuse fee imposed by the city pursuant to a resolution or ordinance of the city council.

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

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

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

4-5-310: APARTMENT UNITS SUBJECT TO LEASES:
   A.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and such
agreement expires, and the annual rent increases during the period of the agreement have not at least equaled the total annual
increases which would have been allowed pursuant to section 4-5-303 of this article, then, upon the expiration of such agreement,
the landlord, at his or her option, may adjust the base rent of the apartment unit upward to a level not exceeding that which could
have been imposed during the period of the agreement but for the existence of the agreement; provided, however, such period shall
not be greater than three (3) years. Notice of the landlord's election to exercise such option shall be given to the tenant not less than
thirty (30) days prior to the expiration of such agreement.

   B.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and the
landlord has made capital expenditures during the term of the agreement, then, upon the expiration of such agreement, the landlord,
at his or her option, may add to the rent for such apartment unit a capital expenditure surcharge in an amount which could have been
imposed pursuant to the provisions of section 4-5-304 of this article but for the existence of such agreement for capital expenditures
incurred by the landlord during the period of the agreement; provided, however, such period shall not be greater than three (3) years.
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Notice of the landlord's election to exercise such option shall be given to the tenant not less than thirty (30) days prior to the
expiration of such agreement.

   C.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and the
rent of such apartment unit included one or more of the basic and essential utility services, as defined in section 4-5-306 of this
article, then, upon the expiration of such agreement, the landlord, at his option, may add to the rent for such apartment unit a
surcharge for utility expense calculated pursuant to the provisions of said section 4-5-306 of this article by comparing the utility
billings available for the year immediately prior to the expiration of such agreement, such year to end with the month which contains
the latest utility billings available at the time of the computation, with the next year immediately preceding such year. If the utility costs
have increased by a percentage which is greater than the percentage of increase provided in the lease for the year just ended
compared to the year immediately preceding, any amount of such utility costs which is in excess of that amount which would have
been arrived at had the utility costs increased only by the same percentage as the annual rental increase may be passed through to
the tenant, prorated among all the units whose base rent includes such utility service on a square footage basis, and payable one-
twelfth (1/12) per month. Notice of the landlord's election to exercise such option shall be given to the tenant not less than thirty (30)
days prior to the expiration of such agreement. (1962 Code § 11-3.09; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-
9-1992)

4-5-311: NOTICES:
   A.   A landlord shall not be authorized to place into effect any apartment unit rent increase unless the landlord has given to the
tenant(s) involved advance written notice of the proposed rent increase in accordance with the requirements of state law. The notice
shall state the basis justifying the rent increase and shall advise the tenant that records and documentation verifying the increase will
be made available for inspection by the tenant or the tenant's representative upon request.

   B.   Any rent increase notice which specifies a future rent level higher than that permitted by the provisions of this chapter shall not
be deemed void by reason of that fact alone, but shall be effective as a notice of rent increase to the permissible level, and the
tenant may refuse to pay that portion of the increase which is in excess of the permissible level.

   C.   No rent increase otherwise allowable under the provisions of this chapter shall be imposed unless the landlord has
conspicuously posted and maintained in the lobby, hallway, or other similarly public location in the apartment building the name,
address, and telephone number of either the owner of the building, or the owner's authorized agent, and has provided each tenant
with a written statement of such information so that tenants can communicate readily with such owner or agent. (1962 Code § 11-
3.09; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992; Ord. 04-O-2449, eff. 6-18-2004)

4-5-312: RERENTING AFTER VOLUNTARY VACANCIES:
   A.   Whenever an apartment unit is voluntarily vacated by all the tenants occupying such apartment unit, the provisions of this
chapter shall be of no force or effect with respect to the rerental of the apartment unit; provided, however, such unit shall again
become subject to the provisions of this chapter upon rerental unless such unit is exempted by section 4-5-102 of this chapter. So
long as such unit continues to be rented to one or more of those persons who rented such unit when it was subject to the provisions
of this chapter or any prior law of the city relating to rent stabilization, such rent shall not exceed that allowable under the provisions
of this chapter, nor shall the level of housing services be reduced.

   B.   Notwithstanding any provision of subsection A of this section to the contrary, if an apartment unit has been vacated following a
notice of eviction for the purpose of demolishing or moving the apartment building, converting the apartment unit to condominium
use, or remodeling the apartment unit, and the apartment unit is subsequently rerented, such apartment unit shall be subject to the
provisions of this chapter until such time as such subsequent tenant has occupied the apartment unit for at least one year. If such
subsequent tenant voluntarily vacates the apartment unit after the one year period, the provisions of subsection A of this section
shall apply. (1962 Code § 11-3.10; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

4-5-313: BASE RENT AFTER THE CESSATION OF EMPLOYMENT AS BUILDING MANAGER:
If a building manager ceases to perform services as a building manager and, with the agreement of the landlord, remains in the
apartment unit he or she occupied while a building manager, the landlord, at his or her option, may adjust the base rent of the
apartment unit upward to a level not exceeding that which could have been imposed during the period when such tenant was acting
as building manager but for the fact of such tenant's status as building manager. The landlord may also impose any capital
expenditure surcharge and utility expense surcharge in amounts equal to those which have been validly imposed upon an apartment
building which were not imposed on such tenant because of such tenant's status as building manager. (1962 Code § 11-3.11; amd.
Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

4-5-314: ROUNDING OFF:
Any base rent and any rental increase permitted by any provision of this chapter may be rounded off by increasing the amount to the
nearest whole dollar if it is fifty cents ($0.50) or more or by decreasing the amount to the nearest whole dollar if it is forty nine cents
($0.49) or less. (1962 Code § 11-3.12; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

ARTICLE 4.  FUNCTIONS AND DUTIES OF THE HEARING OFFICER DESIGNATED BY
THE CITY MANAGER WITH   RESPECT TO CERTAIN RENT ADJUSTMENT ISSUES

4-5-401: DUTIES OF THE HEARING OFFICERS DESIGNATED BY THE CITY MANAGER:
   A.   A hearing officer designated by the city manager ("hearing officer") shall have the power and authority to receive applications
from landlords for special increases above those permitted by article 3 of this chapter based on hardship. To hear such matters
(subject to the applicable rules and requirements of due process), and to render binding decisions in such matters, subject to the
rights of appeal by aggrieved parties who have direct interests in particular decisions pursuant to the procedures prescribed by title
1, chapter 4 of this code. The hearing officer may grant any such application when the hearing officer determines that such relief is
necessary in order to:
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1. Implement the purposes of this chapter and to protect the public health and welfare, with particular reference to protecting the
occupants of apartment units from unreasonable rent increases, while at the same time recognizing the landlord's need to have the
rent be sufficient to cover maintenance and the costs of operation of the building, and encouraging capital improvements; or

2. Prevent the strict application of this chapter from imposing an undue economic hardship upon a landlord in a particular case
of special circumstances; or

3. Prevent the provisions of this chapter from operating in an unreasonable or illegal manner in the particular circumstances of
an applicant.

 B.   The hearing officer shall also have jurisdiction to hear and decide the following matters:

1. Should a dispute or disagreement arise from or concerning the status of any tenant as a building manager, the tenant or the
landlord may apply to the hearing officer for the resolution of the dispute or disagreement, and the hearing officer shall have
jurisdiction to decide the question. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are
concerned.

2. Should a dispute or disagreement arise concerning the validity or amount of any capital expenditure surcharge collected or
proposed to be charged by the landlord pursuant to section 4-5-304 or 4-5-308 of this chapter, the tenant or the landlord may apply to
the hearing officer for the resolution of the dispute or disagreement, and the hearing officer shall have jurisdiction to decide the
question. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are concerned. If the amount of
the capital expenditure appears to be excessive, the hearing officer shall reduce the surcharge to a reasonable amount.

3. Should a dispute arise concerning the validity and/or amount of any utility surcharge collected or proposed to be charged by a
landlord pursuant to section 4-5-306 or 4-5-308 of this chapter, the tenant or the landlord may apply to the hearing officer for the
resolution of the dispute, and the hearing officer shall have jurisdiction to decide the question. Any ruling of the hearing officer
thereon shall be final insofar as administrative processes are concerned.

4. If a tenant refuses to consent to a proposal by a landlord to make capital expenditures to the interior of such tenant's
apartment unit, and the landlord believes such refusal is unreasonable, the landlord may apply to the hearing officer for permission to
add a capital expenditure surcharge for such work, regardless of the tenant's refusal, and the hearing officer shall have jurisdiction to
decide the issue. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are concerned.

5. If a landlord, tenant, and/or other claimant has been unable to agree to the distribution of a relocation fee deposited into
escrow pursuant to section 4-5-604 of this chapter, and more than thirty (30) days from the date the notice of deposit was given has
passed, the division and distribution of the relocation fee shall be determined by the hearing officer following a hearing on the matter.
The landlord and each person who received notice of the deposit shall be notified of the time and place of such hearing not less than
ten (10) days prior to such hearing. The hearing officer's decision in such matter shall be final, subject to an appeal to the council
pursuant to the procedures set forth in title 1, chapter 4 of this code.

   C.   Any decision of the hearing officer referred to in subsections B1, B2, B3 and B4 of this section, which cannot be appealed to
the city council, may be reconsidered by the hearing officer if the decision was based on incorrect information or erroneous data
provided to the hearing officer at the hearing on the matter. In order for the hearing officer to reconsider a decision pursuant to this
subsection C:

1. A written request for reconsideration must be filed with the department of building and safety within one year after the date of
adoption of the hearing officer's resolution regarding the particular case; and

2. After reviewing the reconsideration request, the city's file concerning the matter, and any other relevant information, the
department of building and safety concurs that the hearing officer's decision was based on incorrect information or erroneous data
and recommends that the hearing officer modify his or her prior decision. Only that portion of the hearing officer's decision which was
based upon the incorrect information or erroneous data may be reconsidered by the hearing officer pursuant to this subsection.

   D.   Any decision of the hearing officer referred to in subsections B1, B2, B3 and B4 of this section, which cannot be appealed to
the city council or reconsidered by the hearing officer pursuant to subsection C of this section, is a final decision that is subject to
judicial review pursuant to California Code of Civil Procedure section 1094.5 and must be filed in accordance with the time periods
specified therein. (1962 Code § 11-4.02; amd. Ord. 94-O-2200, eff. 7-8-1994; Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff. 6-
18-2004)

4-5-402: ADJUSTMENTS FOR TAX INCREASES:
   A.   If a landlord seeks a special hardship rent increase because of an increase in the amount of property taxes assessed against
an apartment building, a hearing officer designated by the city manager ("hearing officer") may grant such an increase in accordance
with the criteria set forth in subsection 4-5-401A1 of this article and the following criteria:

1. A determination will be made of each apartment unit's share of the increased property tax by comparing the square footage
of the apartment unit to all dwelling units in the building.

2. A maximum of five percent (5%) of the base rent of an apartment unit may be added to the rent of such apartment unit,
divided into twelve (12) equal monthly payments per year. In determining the amount of increase to impose under this section, the
hearing officer shall consider the apartment unit's share of the increased property tax and the rent levels of all dwelling units in the
building.

   B.   The hearing officer shall determine the period of time when any special hardship rent increase granted pursuant to subsection
A of this section shall be valid; provided, however, such period shall not exceed three (3) years. At the end of such time, a landlord
may apply to the hearing officer for a continuation of the increase. The hearing officer may grant such continuation if it meets the
criteria set forth in subsection A of this section.

 C.   Notwithstanding the provisions of subsection B of this section, if any ownership interest in an apartment building is transferred,
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any special hardship rent increase granted pursuant to this section shall become null and void as of the date of such transfer. A new
owner may apply for a special hardship rent increase pursuant to the provisions of this article.

D. Any decision of the hearing officer referred to in subsection A of this section is a final decision that is subject to judicial review
pursuant to California Code of Civil Procedure section 1094.5 and must be filed in accordance with the time periods specified
therein. (1962 Code § 11-4.03; amd. Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff. 6-18-2004)

4-5-403: FEES:
The council shall establish by ordinance or resolution the charges and fees to be paid by any applicant to defray the expenses of the
city in processing any application made pursuant to any provision of this chapter. (1962 Code § 11-4.04; amd. Ord. 98-O-2299, eff. 6-
5-1998)

ARTICLE 5.  EVICTIONS
4-5-501: EVICTIONS:
It is unlawful for a landlord to bring an action to recover the possession of an apartment unit except upon a ground specified in this
article. (1962 Code § 11-5.01)

4-5-502: FAILURE TO PAY RENT:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has failed to pay the rent to which the
landlord is entitled or any surcharge which has been lawfully imposed. (1962 Code § 11-5.02; amd. Ord. 91-O-2135, eff. 1-9-1992)

4-5-503: VIOLATIONS OF OBLIGATIONS:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has violated an obligation or covenant of
the tenancy, including, but not limited to, any obligation in a written apartment rental agreement, other than the obligation to render
possession upon proper notice, and has failed to cure such violation after having received written notice thereof from the landlord.
(1962 Code § 11-5.03)

4-5-504: MAINTENANCE OF NUISANCES:
A landlord may bring an action to recover the possession of an apartment unit if the tenant is committing or permitting to exist a
nuisance in, or is causing damage to, the apartment unit or to the appurtenances thereof, or to the common areas of the complex
containing the apartment unit, or is creating an unreasonable interference with the comfort, safety, or enjoyment of any of the other
residents of the same or any adjacent building. (1962 Code § 11-5.04)

4-5-505: ILLEGAL USES:
A. A landlord may bring any action to recover the possession of an apartment unit if the tenant is using or permitting an apartment

unit to be used for an illegal purpose.

B. For the purposes of this section, "illegal purpose" shall mean and include, but not be limited to, the occupancy of the
apartment unit by a number of persons in excess of the following numbers:

Bachelor/single 3 persons
1 bedroom of 1,200 square feet or less 4 persons
1 bedroom in excess of 1,200 square feet 5 persons
2 bedrooms of 1,500 square feet or less 5 persons
2 bedrooms in excess of 1,500 square feet 6 persons
3 bedrooms of 2,100 square feet or less 7 persons
3 or more bedrooms in excess of 2,100 square feet 8 persons

(1962 Code § 11-5.05)

4-5-506: REFUSAL TO EXECUTE LEASES:
A landlord may bring an action to recover the possession of an apartment unit following the expiration of a written apartment rental
agreement, or any written renewal or extension thereof, if a tenant who had such an agreement has refused to execute a written
renewal or extension thereof provided all of the following conditions are met:

A. The landlord made a written request or demand for such renewal or extension at least thirty (30) days prior to the date such
agreement expired;

B. The proposed renewal or extension was for a term of the same duration as the agreement which expired; and

C. The proposed renewal or extension contained the same terms and conditions as the agreement which expired provided the
rent level in such proposed renewal or extension has been determined in accordance with the requirements of article 3 of this
chapter. (1962 Code § 11-5.06)

4-5-507: REFUSAL TO PROVIDE ACCESS:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has refused the landlord reasonable
access to the unit for the purpose of making repairs or improvements, or for the purpose of inspection as permitted or required by an
apartment rental agreement or by law, or for the purpose of showing the apartment unit to any prospective purchaser or mortgagee.
(1962 Code § 11-5.07)
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4-5-508: UNAPPROVED SUBTENANTS:
A landlord may bring an action to recover the possession of an apartment unit if the person in possession of the apartment unit at the
end of the term of any apartment rental agreement is a subtenant who was not approved by the landlord. This section shall not be
deemed to invalidate any provision in any written apartment rental agreement pertaining to the assignment or subleasing of an
apartment unit. (1962 Code § 11-5.08)

4-5-509: USE BY LANDLORDS:
   A.   A landlord may recover the possession of an apartment unit if the landlord seeks in good faith to recover such possession for
use and occupancy by the landlord or the landlord's spouse, children, or parents provided all of the following conditions are met:

1. The landlord has provided not less than ninety (90) days' written notice of tenancy termination to the tenant, which notice
specifies the name and then current address of the proposed occupant, and has filed a copy of such notice with the city clerk prior to
serving such notice upon the tenant;

2. The tenant is paid a relocation fee in accordance with the provisions of article 6 of this chapter; and

3. At no time during the ninety (90) day notice period is there a vacant apartment unit in the building comparable to the one
sought by the landlord; and

4. The unit to be recovered by the landlord is occupied by the most recent tenant(s) to occupy a unit comparable to the type of
unit sought by the landlord or relative described in subsection A of 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
landlord or relative. If there are one or more comparable units in such case, the landlord 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 five (65) years of age or older. Whether a unit is comparable to the type of unit sought by the landlord or relative
shall be determined by the city.

   B.   A landlord may recover the possession of only one apartment unit located on the same parcel of land for the purposes set forth
in this section, regardless of the number of buildings on such parcel.

   C.   If the landlord or the landlord's relative, as defined in subsection A of this section, occupies an apartment unit obtained
pursuant to the provisions of this section for at least one year, such apartment unit shall be deemed to be exempt from the
provisions of this chapter; provided, however, if such apartment unit is subsequently rerented to a person who is not the landlord or
such relative of the landlord for a rental amount less than that set forth in subsection 4-5-102G of this chapter, such apartment unit
shall again be subject to the provisions of this chapter.

   D.   For the purposes of this section only, "landlord" shall mean only such natural persons as have the largest ownership interest in
the building or in the entity owning the building.

   E.   There shall be a rebuttable presumption that the landlord has not acted in good faith if the owner or relative for whom the
tenant was evicted does not move into the apartment unit within thirty (30) days and occupy said unit for a minimum of twelve (12)
continuous months thereafter. In situations when the apartment unit is being remodeled pursuant to a building permit issued by the
city, the thirty (30) day period shall commence when the final inspection of the remodeling work is performed and approved by the
city's department of building and safety. (1962 Code § 11-5.09; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-510: CHANGE OF BUILDING MANAGERS:
A landlord may bring an action to recover the possession of an apartment unit if the landlord seeks in good faith to recover the
possession of an apartment unit then occupied by an apartment building manager whose employment as such has been, or is to be,
terminated, and such possession is needed for the sole purpose of occupancy by a new manager. (1962 Code § 11-5.10)

4-5-511: DEMOLITION OR CONDOMINIUM CONVERSIONS:
A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover possession
so as to demolish or move the building or to convert apartment units into condominiums, stock cooperatives, or community
apartments provided there is compliance with all of the following conditions:

   A.   The landlord has given the tenant not less than ninety (90) days' written notice, which has been approved by the city's rent
stabilization office, that such tenancy shall terminate on a date after April 1, 1979. The notice shall state the specific reason for giving
such notice and shall be deemed to include a representation and agreement by the landlord that the recovery of possession of the
apartment unit is solely for a reason within the scope of this section and for no other reason. If payment of the relocation fees
required by article 6 of this chapter does not accompany such notice, such notice shall also specify the amount of the relocation fees
so required and that the tenant may collect such fees at the time the tenant vacates the unit. Such notice shall not be required if:

1. The demolition of the building has been mandated by law to be performed at an earlier date; or

2. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been rerented to a new
tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given to the
prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the city clerk
within one week after such new tenant begins the occupancy of the apartment unit; or

3. A prior written notice which specified less than one year's notice has been given, and the tenant has been notified in writing,
within thirty (30) days after August 21, 1979, that the prior written notice shall be considered an effective one year notice under this
section.

 B.   The notice required by subsection A of this section shall not be given or served until such time as the landlord has:

1. Filed all necessary applications for the proposed project or development including, but not limited to, application for a
demolition permit, moving permit or tentative map and paid all of the fees required by the city in connection with such applications;
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2. Notified the city's rent stabilization department that an application to convert apartment units to condominiums or to move or
demolish the building has been filed with any other department of the city so that notice of such filing may be given to the tenants at
the property; and

3. That all permits or approvals necessary to commence demolition, removal or conversion have been issued.

   C.   No notice of tenancy termination given pursuant to this section after February 24, 1981, shall be effective unless all the
applicable provisions of this chapter have been complied with, and a copy of such notice has been placed on file with the city clerk
prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each building for which notices
of tenancy termination are to be filed with the city clerk shall be paid to the city for processing the notices prior to the filing of a notice
with the city clerk. Where there are more than ten (10) apartment units in a building which are subject to this provision of this chapter,
and for which notices of tenancy termination have been given, an additional fee of ten dollars ($10.00) shall be paid to the city for
each unit in excess of ten (10) units for which a notice of tenancy termination is given.

   D.   A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of article 6 of this chapter. If
an apartment unit vacated pursuant to this section has been rerented, the new tenant shall not be entitled to any relocation fee or
other relocation benefit if he or she received the notices required by subsections A2 and E of this section.

   E.   Any apartment unit vacated pursuant to this section, if rerented, shall remain subject to the provisions of this chapter, and it
shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents and the duration of the notice of
termination. A copy of such notice shall be filed with the city clerk within one week after the new tenant begins occupancy of the
apartment unit.

   F.   No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of any required notice period, the payment or deposit into escrow of the relocation fee
specified in article 6 of this chapter, and that demolition or moving or the work of conversion into condominiums will commence within
sixty (60) days after the filing of such complaint.

   G.   The provisions of this section shall not apply to a building manager who is entitled to the occupancy of an apartment unit solely
because of his or her position as building manager. (1962 Code § 11-5.11; amd. Ord. 89-O-2068, eff. 8-8-1989)

4-5-512: MAJOR REMODELING:
   A.   A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover
possession so as to do alteration work on the building for the purposes of major remodeling provided that there is compliance with
all of the following conditions:

1. The landlord has given the tenant not less than one year's written notice that such tenancy shall terminate. The notice shall
state the specific reason for giving such notice and shall be deemed to include a representation and agreement by the landlord that
the recovery of possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. Such
notice shall contain a statement of the rights of the tenants pursuant to this section and article 6 of this chapter and shall be approved
by the city. Such notice shall not be required if:

a. Major remodeling of the building has been mandated by law to be performed at an earlier date; or

b. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been rerented to a new
tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given to the
prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the city clerk
within one week after such new tenant begins the occupancy of the apartment unit.

2. The notice required by subsection A1 of this section shall not be given or served until such time as the landlord has received
approval for the giving of such notice by the hearing officer. Such approval shall be given upon a showing by the landlord that written
notice was received from the building official that the landlord has complied with all requirements, except for approval of final plans,
for the issuance of a building permit for the purpose of major remodeling. The landlord shall file with the application for giving notice a
copy of the final plans and specifications for the proposed remodeling. The hearing officer designated by the city manager ("hearing
officer") shall establish the estimated new rent for the remodeled unit which shall not exceed one hundred fifty percent (150%) of the
previous base rent. The notice required by subsection A1 of this section shall include such estimated new rent.

3. No notice of tenancy termination given pursuant to this section after February 11, 1986, shall be effective unless all the
applicable provisions of this chapter have been complied with and a copy of such notice has been placed on file with the city clerk
prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each building for which notices
of tenancy termination are to be filed with the city clerk shall be paid to the city for processing the notices prior to the filing of a notice
with the city clerk. Where there are more than ten (10) apartment units in a building which are subject to this provision of this chapter,
and for which notices of tenancy termination have been given, an additional minimum fee of ten dollars ($10.00) shall be paid to the
city for each unit in excess of ten (10) units for which a notice of tenancy termination is given.

4. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of article 6 of this chapter. If
an apartment unit vacated pursuant to this section has been rerented the new tenant shall not be entitled to any relocation fee or
other relocation benefit if he or she received the notices required by subsections A1a, A1b and A2 of this section.

   B.   Any apartment unit vacated pursuant to this section if rerented after eviction but prior to remodeling, shall remain subject to the
provisions of this chapter, and it shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents
and the duration of the notice of termination. A copy of such notice shall be filed with the city clerk within one week after the new
tenant begins occupancy of the apartment unit.

   C.   Any provision of this chapter notwithstanding, in lieu of receiving a relocation fee or being relocated to a comparable unit, a
tenant, within sixty (60) days after the service of the one year notice of tenancy termination required by subsection A of this section,
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may elect to relocate to a comparable unit in the building to be remodeled. The comparability of the replacement unit shall be
determined by the city. For the purposes of this subsection, "comparability" shall mean a unit with the same number of bedrooms as
the unit vacated, and which is in a clean, functional, and secure state.

   D.   Should a tenant elect to be relocated to a comparable unit in the building to be remodeled, he or she shall serve written notice
of such election on the landlord and file a copy thereof with the city clerk. Such notice shall be served and filed within sixty (60) days
after service of the one year notice of tenancy termination required by subsection A of this section. Upon the service and filing of the
required notice of election within the time set forth herein, the notice of tenancy termination shall become null and void as to that
tenant for the purposes of eviction. Upon the receipt of multiple notices required hereby, the landlord shall make an application to the
hearing officer for a determination of the order of relocation. The hearing officer shall determine the order of relocation, taking into
consideration the relative hardships relocation will place on the tenants electing to relocate hereunder.

   E.   Upon the approval of the order of relocation as provided for in subsection D of this section, or if only one notice of election is
received by the landlord, the landlord shall serve upon the tenant(s) and shall file a copy thereof with the city clerk notice of
availability of the replacement unit. The tenant shall have thirty (30) days after the service and filing of the notice of availability to
relocate to the replacement unit. The landlord shall pay the reasonable cost of such relocation. Any disagreement between the
landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the hearing officer for resolution.
Should a tenant fail to relocate to the replacement unit within said thirty (30) days, the tenant shall vacate the unit within ninety (90)
days after the date the notice of availability of the replacement unit was served and filed, and the landlord shall be relieved of the
obligation of paying any further fees or costs provided for in this chapter.

   F.   Upon the completion of the remodeling, the landlord shall serve upon tenant(s) and shall file a copy thereof with the city clerk
notice of availability of the remodeled unit. The tenant shall have thirty (30) days after the service and filing of the notice of
availability of the remodeled unit to relocate. The landlord shall pay the reasonable cost of such relocation. Any disagreement
between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the hearing officer for
resolution. Should a tenant fail to relocate to the remodeled unit within said thirty (30) days, the tenant shall vacate the replacement
unit within ninety (90) days after the date the notice of availability of the remodeled unit was served and filed, and the landlord shall
be relieved of the obligation of paying any further fees or costs provided for in this chapter; provided, however, the landlord shall not
be relieved of the obligation of paying fees or costs provided for in this chapter if the new base rent is in excess of the estimated
base rent.

   G.   If an apartment unit has been vacated for major remodeling, upon the completion of such remodeling the new allowable base
rent for the apartment unit shall not exceed an amount equal to the previous base rent increased by the actual amount expended on
such remodeling, including such items as interest or the value of capital up to eighteen percent (18%) per annum, and any fees or
costs required to be paid to or on behalf of tenants pursuant to the provisions of this chapter, amortized in accordance with the
straight line depreciation schedules allowed under the federal income tax law, but in no case less than five (5) years. The tenant
evicted for the purpose of such remodeling shall have a right of first refusal to rent the remodeled apartment unit provided such right
is exercised within thirty (30) days after the landlord notifies the tenant when the apartment unit will be ready to be rented. If such
tenant rerents the remodeled apartment unit, the landlord may increase the actual rent chargeable to such tenant at the time he or
she actually occupies the unit to the new base rent allowed by this subsection or twenty percent (20%) above the estimated rent,
whichever is less; provided, however, if a tenant elects to relocate as provided for in subsection C of this section, the new base rent
shall not be applicable until one year after the notice of eviction required by subsection A of this section. The new base rent shall be
established by the hearing officer within ninety (90) days after the tenant has reoccupied the unit or, if the tenant decides not to
reoccupy the unit, within ninety (90) days after the unit is ready for occupancy, and the tenant has requested to be notified of the new
base rent. The hearing officer shall be provided copies of documents by the landlord to be used to establish the new allowable base
rent. If a tenant who was evicted pursuant to this section rerents the remodeled apartment unit, such tenant shall return the
relocation fee to the landlord, less actual direct moving expenses and the amount by which such tenant's rent during the period when
the tenant was out of the apartment exceeded the tenant's rent prior to such move, but not more than one hundred fifty dollars
($150.00) per month.

   H.   No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of the one year notice period, the payment or deposit into escrow of the relocation fee
specified in article 6 of this chapter, and that the major remodeling work will commence within sixty (60) days after the filing of such
complaint.

   I.   The landlord shall file true copies of rental agreements for the rerented apartment units after major remodeling has been
completed with the city clerk within one week after the new tenant begins occupancy of the apartment unit.

   J.   The city manager or his designee shall issue guidelines for the implementation of the foregoing requirements, and all
applicants for major remodeling pursuant to this section shall comply therewith.

   K.   The provisions of this section shall not apply to a building manager who is entitled to occupancy of an apartment unit solely
because of his or her position as building manager.

   L.   For the purposes of this section, "major remodeling" shall mean the remodeling or reconstruction of more than one apartment
unit subject to the provisions of this chapter in an existing building and a minimum amount per remodeled unit is expended on such
work as follows:

Bachelor/single $  7,000.00
1 bedroom 10,000.00
2 bedrooms 15,000.00
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3 or more bedrooms or 2 bedrooms and den 20,000.00

   M.   The landlord shall obtain the building permit to perform the major remodeling within ninety (90) days after the date when the
affected unit becomes vacant. The major remodeling shall be completed within one year of the date of issuance of the building
permit. However, the building and safety department may extend the one year completion period upon a showing by the landlord of
good cause for the failure to complete the repairs within the one year period and diligent efforts to complete the work timely. If the
major remodeling work is not completed within the time period established by this subsection, including any extensions thereof
approved by the city, the landlord shall be liable in a civil action, if commenced within two (2) years of the displacement, to any tenant
who is evicted from an apartment unit as a result of a notice issued pursuant to subsection A1 of this section for the actual damages
that were the proximate result of the displacement. (1962 Code § 11-5.12; amd. Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff.
6-18-2004)

4-5-513: WITHDRAWAL OF RESIDENTIAL RENTAL STRUCTURE FROM THE RENTAL MARKET:
A landlord may bring an action to recover possession of an apartment unit if the landlord intends to withdraw all apartment units in a
building or structure on a parcel of land from the rental market, subject to the following conditions and requirements:

   A.   This section shall only apply to and shall only be exercised for the concurrent withdrawal of all apartment units in all buildings
or structures on a parcel of land from the rental market, except where there is more than one building on a parcel and all buildings
contain four (4) or more apartment units, in which case the landlord may withdraw all of the units in one or more of the buildings.

   B.   Not less than one hundred twenty (120) days from the date the landlord intends to withdraw the apartment units in a building or
structure from the rental market, the landlord shall:

1. Provide written notice under penalty of perjury to the city of such intent, which notice shall contain the following information:
address and legal description of the subject property, number of rental units being removed, the names of all tenants residing in the
units being removed, the year the tenant(s) moved into the unit, the base rent for the unit and the current lawful rent applicable to
each such unit.

2. Record with the Los Angeles County registrar-recorder a written notice prepared by and containing such information as is
prescribed by the city summarizing the landlord's notice of intent and certifying that evictions have been commenced or will
commence in accordance with applicable law.

3. Provide to the city's rent stabilization office copies of the notice recorded with the county and the notice(s) which were
provided to the affected tenants.

4. If the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for at
least one year prior to the date of delivery to the city of the notice required by subsection B1 of this section, then the date of
withdrawal of that apartment unit shall be extended to one year from the date of delivery of the notice to the city, provided that the
tenant or lessee has given the landlord written notice of his or her entitlement to the extension within sixty (60) days of delivery to the
public entity of the notice of intent to withdraw the apartment unit from the rental market. In this situation, the following provisions
shall apply:

a. The tenancy shall be continued on the same terms and conditions as existed on the date of delivery to the city of the notice
of intent to withdraw, subject to any adjustments otherwise available under this title;

b. No party shall be relieved of the duty to perform any obligation under the lease or rental agreement;

c. The landlord may elect to extend the date of withdrawal on any other accommodation within the same building up to one
year after the date of delivery to the city of the notice of intent to withdraw, subject to subsections B4a and B4b of this section;

d. Within thirty (30) days of the notification by the tenant or lessee to the landlord of his or her entitlement to an extension, the
landlord shall give written notice to the city of the claim that the tenant or lessee is entitled to stay in his or her apartment unit for one
year after the date of delivery to the city of the notice of intent to withdraw;

e. Within ninety (90) days of the date of delivery to the city of the notice of intent to withdraw, the landlord shall give written
notice to the city and the affected tenant(s) or lessee(s) of the landlord's election to extend the date of withdrawal and the new date
of withdrawal under subsection B4c of this section.

   C.   The landlord shall provide written notice of termination of tenancy to all affected tenants at least thirty (30) days prior to the
service of and recordation of the notices in subsection B of this section which has been approved by the city's rent stabilization office
and filed with the city clerk's office and which notice shall contain the following information:

1. That the landlord is evicting the tenant pursuant to this section and will provide the city with written notice required in
subsection B of this section;

2. A summary of the specific information to be provided to the city in that notice regarding the tenant's unit;

3. That within thirty (30) days of receipt of notice to terminate, the tenant may notify the landlord in writing that the tenant would
be interested in rerenting the unit if it is reoffered for rent at a future time and advising the tenant to notify the landlord and rent
stabilization office of all future address changes;

4. A description of the tenant's rights as set forth in subsections E, F and G of this section;

5. That the landlord will provide a relocation fee in accordance with the provisions of article 6 of this chapter and that such fee
may not be waived by the tenant, except as specifically provided in section 4-5-607 of this chapter; and

6. That if the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for
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at least one year prior to the date of delivery to the city of the notice required by subsection B1 of this section, then the tenancy shall
be extended to one year after the delivery of the notice to the city, provided that the tenant gives written notice of his or her
entitlement to the extension to the landlord within sixty (60) days of the date of delivery to the city of the notice of intent to withdraw.
The notice shall further state that if these circumstances exist, the extended tenancy shall be continued on the same terms and
conditions that existed on the date of delivery of the notice of withdrawal to the city, subject to any rent increases that are allowed by
this chapter, and that no party shall be relieved of the duty to perform any obligation under the lease or rental agreement during the
extended tenancy.

   D.   At the time when the tenant(s) vacate the unit, the landlord shall pay a relocation fee in accordance with the provisions of
article 6 of this chapter.

   E.   In the event the withdrawn units are reoffered for rent by the landlord within two (2) years from the effective date of withdrawal,
the landlord shall:

1. Provide written notice of such action to the city not less than thirty (30) days prior to rerenting the units;

2. Offer the units at the same rent level as of the date of withdrawal plus any annual rent increases permitted by this chapter
that would have applied had the units not been withdrawn;

3. Provide those tenants who provided a notice of interest in rerenting pursuant to subsection C3 of this section the right of first
refusal to rerent the unit by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which case the
tenant shall have no less than thirty (30) days within which to accept the offer, by personal service or certified or registered mail.
Copies of these notices and the mail receipts shall be filed with the city's rent stabilization office within one week of mailing;

4. Be liable in a civil action if commenced within three (3) years of displacement to any tenant evicted due to withdrawal of a unit
pursuant to this section for actual damages which were the proximate result of the displacement, in accordance with the principles
enunciated in sections 7262 and 7264 of the California Government Code, and punitive damages;

5. Be liable in a civil action if commenced within three (3) years of displacement to the City for exemplary damages for
displacement of tenants or lessees.

   F.   In the event the withdrawn units are reoffered for rent by the landlord within five (5) years after any notice of intent to withdraw
the apartment unit is filed with the City, or within five (5) years after the effective date of the withdrawal of the apartment unit,
whichever is later, the landlord shall provide not less than thirty (30) days' prior written notice of such action to the City prior to
rerenting the units and shall offer the units at the same rent level as of the date of withdrawal, plus annual rent increases permitted
by this chapter that would have applied had the units not been withdrawn.

   G.   Moreover, if the units are reoffered for rent within ten (10) years from the effective date of removal, the landlord shall provide
those tenants who provided notice of interest in rerenting pursuant to subsection C3 of this section the right of first refusal to rerent
the unit, by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which case the tenant shall
have no less than thirty (30) days within which to accept the offer by personal service or certified or registered mail. Copies of these
notices and the mail receipts shall be filed with the City's Rent Stabilization Office within one week of mailing. Failure of the landlord
to provide the tenant with this right of first refusal shall render the landlord liable in a civil action to the tenant in punitive damages in
an amount not to exceed six (6) months' rent.

   H.   This section shall in no respect relieve a landlord from complying with the requirements of any applicable State law or of any
lease or rental agreement.

   I.   The remedies provided for in this section shall not be exclusive and shall not preclude a tenant from pursuing any alternative
remedy available under law. Failure by any landlord to comply with the requirements of this section shall constitute a defense in any
unlawful detainer action brought to evict a tenant under this section.

   J.   For the purpose of this section, the term "landlord" shall be interpreted to include any and all successors in interest of any
landlord, and the term "disabled" shall mean a person with a disability, as defined in section 12955.3 of the California Government
Code.

   K.   The notice to the City provided for in this section shall be accompanied by a processing fee in an amount determined by
resolution of the City Council.

   L.   This section is intended to implement the requirements of sections 7060 through 7060.7 of the California Government Code,
and shall be interpreted so as to provide the City with the broadest range of authority permitted under these provisions and to intrude
the least into the City's authority in all other applications of its power.

   M.   This section shall apply to any apartment units that are being removed from the rental market, if the notice of termination of
tenancy required by State law or by a lease agreement has not been given at the time of adoption hereof or if such notice has been
given, the notice period has not expired at the time of adoption hereof. (1988 Code; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-514: DISRUPTIVE TENANT:
   A.   A landlord may bring an action to recover possession of an apartment unit if: 1) the tenant repeatedly or continually disturbs the
peaceful and quiet enjoyment of one or more tenants who occupy other rental units in the apartment building where the tenant
resides or 2) antagonizes, intimidates or bullies one or more tenants who reside at that apartment building ("disruptive tenant") and
the disruptive tenant does not cease the behavior when requested to do so by the other tenant(s) or by the property owner or
manager of the premises.

   B.   The landlord or the landlord's representative may, at the sole option of the landlord, file an application with the City and request
that a subcommittee of the City Council make a determination that a tenant is a disruptive tenant, as defined in subsection A of this
section. If the subcommittee determines that the tenant is a disruptive tenant, then the landlord or the landlord's representative may
serve the tenant with a written notice to terminate the tenancy in accordance with State law.
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1. The subcommittee of the City Council shall be composed of two (2) members of the City Council. Council members shall be
appointed by the Mayor and serve on the subcommittee for a two (2) month term. At the end of the term the Mayor may reappoint
one or both Council members or may appoint new Council members to the subcommittee.

2. If a landlord or the landlord's representative files an application with the City's rent stabilization program for the subcommittee
to make a determination whether a tenant is a disruptive tenant whose tenancy can be terminated with notice, the landlord first shall
have given the disruptive tenant at least one written notice describing the disruptive conduct and requiring the tenant to discontinue
the conduct. The landlord either shall deliver the notice to the tenant personally, send it by certified mail, or shall post it on the door
of the tenant's unit. Prior to filing the application with the City's rent stabilization program, the landlord also shall have served the
tenant with a copy of the application either by personally delivering the application to the tenant or by posting the application on the
door of the tenant's unit. Proof of service of the application on the tenant shall be filed with the City concurrently with the application.
The application shall be submitted either on a form supplied by the City or shall substantially comply with the requirements of the
City's form.

3. The application shall set forth the name, address and unit number of the tenant and shall describe specifically the tenant's
conduct that the landlord contends is disruptive, the dates when the conduct described in the application occurred, and the dates
when the landlord requested that the tenant cease the disruptive conduct, including the written notice described in subsection B2 of
this section. The application also may include the names of any individuals who observed the tenant's conduct and may include
written statements by the witnesses describing the conduct.

4. The City shall schedule a hearing (but need not hold the hearing) within ten (10) days of the filing of a complete application
with the City. If one or both members of the subcommittee is/are not available to attend a hearing on an application filed pursuant to
this section, the rent stabilization program shall contact other members of the City Council to determine if another Council member is
available to attend the hearing. The rent stabilization program shall send written notice of the hearing to the landlord and the affected
tenant by certified mail at least fifteen (15) days prior to the date of the hearing.

5. The subcommittee shall control the conduct of the hearing and rule on procedural requests. The hearing shall be conducted
in the manner deemed by the subcommittee to be most suitable to secure the information and documentation that is necessary to
render an informed decision, and to result in a fair decision without unnecessary delay.

a. At the hearing, the parties may offer any documents, testimony, written declarations, or other evidence that is relevant to
the application. Formal rules of evidence shall not be applicable to such proceedings.

b. There shall be no oral communication outside the hearing between the members of the subcommittee and any party or
witness, or the substance of such communication shall be disclosed at the beginning of the hearing. All discussion during the hearing
shall be recorded.

c. The hearing shall ordinarily proceed in the following manner, unless the subcommittee determines that some other order of
proceedings would better facilitate the hearing:

(1) A brief presentation by or on behalf of landlord, including testimony by any other affected parties and witnesses in
support of the application.

(2) A brief presentation by or on behalf of the tenant, including testimony by any other affected parties and witnesses in
opposition to the application.

(3) A brief rebuttal by the landlord.

d. The subcommittee shall establish equitable time limits for presentations at a hearing, with a minimum length of ten (10)
minutes each for the landlord and the tenant, subject to adjustments for translation and reasonable accommodation.

e. City staff shall maintain an official hearing record, which shall constitute the exclusive record of the decision.

f. All parties to a hearing shall have the right to seek assistance in developing their positions, preparing their statements, and
presenting evidence from an attorney, tenant organization representative, landlord association representative, translator, or any other
person. If the representative will be speaking on behalf of the party at the hearing, the party shall so advise the subcommittee.

g. To prevail on the application, the landlord must carry the burden of demonstrating that the tenant has been a disruptive
tenant, as defined in subsection A of this section.

h. Two (2) votes are required to approve an application. The vote shall be taken after the conclusion of the presentations by
the landlord and the tenant and any deliberations by the members of the subcommittee. If two (2) votes are not cast in favor of
approving the application, the application is deemed to be denied.

i. Within five (5) business days after the hearing record is closed, the subcommittee shall reconvene and issue a written
determination setting forth its decision approving or denying the application, with written findings in support thereof.

6. A written notice of the decision shall be mailed by the City to the applicant and the affected tenant within two (2) days of the
issuance of the decision by the subcommittee. Such notice shall be accompanied by a copy of the hearing decision.

7. If the subcommittee determines that the tenant is a disruptive tenant, the landlord may serve the tenant with written notice
provided in accordance with State law to terminate the tenancy. The landlord is not required to pay relocation fees to the tenant.
When the disruptive tenant vacates the unit in response to the notice, the landlord may not increase the rent that will be charged for
the unit above the amount that was being charged to the disruptive tenant, other than any adjustments otherwise available under this
chapter.

8. Any final decision of the subcommittee is subject to judicial review pursuant to California Code of Civil Procedure section
1094.5 and must be filed in accordance with the time periods specified therein. (Ord. 18-O-2766, eff. 12-21-2018)
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ARTICLE 6.  RELOCATION FEES
4-5-601: FEES REQUIRED:
Any landlord who serves a notice of eviction on a tenant pursuant to section 4-5-509 or 4-5-511 of this chapter shall pay to such
tenant a relocation fee in accordance with the provisions of this article. Such fee shall be due and payable to such tenant whether or
not such landlord actually utilizes the apartment unit for the purposes stated in the notice of eviction, unless such landlord notifies
such tenant in writing of the withdrawal of the notice of eviction prior to such time as the tenant has given the landlord notice of his or
her last date of occupancy, or has vacated if such notice of the last date of occupancy is not given by the tenant, and files a copy of
such notice with the City Clerk within one week after serving such notice on the tenant. (1962 Code § 11-6.01)

4-5-602: TIME OF PAYMENT:
The relocation fee or pro rata share thereof shall be paid to any tenant who vacates the apartment unit at the time he or she vacates
it. If the landlord cannot in good faith determine if such tenant is entitled to receive the relocation fee, it shall be deposited in escrow
in accordance with section 4-5-604 of this article. (1962 Code § 11-6.02)

4-5-603: PAYMENT TO EACH TENANT:
The entire fee shall be paid to a tenant who is the only such tenant in an apartment unit. Where an apartment unit is occupied by two
(2) or more tenants, payment may be prorated among such tenants, or payment may be made to one tenant, provided all the adult
occupants of the apartment unit have signed a stipulation to judgment as described in subsection 4-5-604A of this chapter. In no
event shall a landlord be liable to pay a total amount more than the fee required by section 4-5-605 of this chapter for one apartment
unit to all the tenants in any one apartment unit. (1962 Code § 11-6.03)

4-5-604: DEPOSIT INTO ESCROW:
   A.   Where the apartment unit has not been vacated, the relocation fee shall be deposited in escrow if the tenant has furnished the
landlord with the tenant's notarized stipulation to judgment in favor of the landlord for the repossession of the apartment unit by the
landlord within sixty (60) days after the payment of the relocation fee to such tenant. The fee shall be released from escrow to the
tenant on the day the tenant vacates the apartment unit. Nothing in this subsection shall be deemed to require any tenant to vacate
any apartment unit before the expiration of the full notice time to which such tenant is entitled.

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

   C.   All the costs of an escrow opened pursuant to the provisions of this section shall be borne by the landlord. (1962 Code § 11-
6.04; amd. Ord. 04-O-2449, eff. 6-18-2004)

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

Apartment Size Relocation Fee
Studio $  6,193.00
1 bedroom 9,148.00
2 or more bedrooms 12,394.00

Provided further, those households that include a senior, disabled person, or a minor shall be entitled to an additional relocation fee
in the amount of two thousand dollars ($2,000.00).

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

Commencing July 1, 2018, and on July 1 of each year thereafter, the amounts of the relocation fees set forth above shall be
increased annually by a percentage equal to the percentage increase, if any, of the consumer price index for the Los
Angeles/Riverside/Orange County area, as published by the United States department of labor, bureau of labor statistics between
May 1 of the then current year, and May 1 of the immediately preceding year. (Ord. 17-O-2729, eff. 5-5-2017)

4-5-606: PHYSICAL RELOCATION IN LIEU OF FEE:
In lieu of the relocation fee required by section 4-5-605 of this chapter, the landlord, at his option, may relocate the tenant into a
comparable replacement apartment unit satisfactory to the tenant, in which event the landlord shall be liable only for the actual costs
of relocating the tenant, up to the maximum as set forth in section 4-5-605 of this chapter per apartment unit. A tenant shall not
unreasonably withhold the approval of a replacement apartment unit offered by the landlord. For the purposes of this section only,
comparability shall be determined from the following factors: size, price, location, proximity to medical and recreational facilities,
parks, community centers, shops, transportation, schools, churches, and synagogues, amenities, and, if the tenant desires, the
location of the apartment unit in the city. (1962 Code § 11-6.06)
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4-5-607: WAIVER OF RELOCATION RIGHTS:
A. If a tenant who has received a thirty (30) day notice to vacate premises does not vacate the apartment unit within such time,

and the landlord thereafter files a complaint for writ or judgment restoring possession which meets all the requirements of this
chapter, and the court orders such tenant to vacate the apartment unit, such tenant shall be deemed to have waived all rights to any
relocation benefit to which he or she is otherwise entitled pursuant to this chapter and shall return to the landlord any relocation fee or
other benefit so received, plus interest at the rate allowed by law.

B. After the required notice period has passed, if a tenant has signed a stipulation for judgment and received a relocation fee,
whether directly or as the result of the distribution of a deposit, and does not vacate the apartment unit within sixty (60) days after
such receipt, such tenant shall be deemed to have waived all rights to any relocation benefits to which he or she is otherwise entitled
pursuant to this chapter, and such tenant shall be obligated to return to the landlord any relocation fee or other benefit so received,
plus interest at the rate allowed by law. (1962 Code § 11-6.07; amd. Ord. 89-O-2068, eff. 8-8-1989)

ARTICLE 7.  REMEDIES
4-5-701: ILLEGAL RENT OR WITHHOLDING OF RELOCATION FEES:

A. It shall be unlawful for any landlord wilfully to demand, accept, receive, or retain any payment of rent in excess of the maximum
lawful rent permitted for an apartment unit by this chapter after receiving written notice from the City that such payment does or will
exceed such allowable maximum.

B. It shall be unlawful for any landlord wilfully to fail to provide any tenant with any relocation benefit to which such tenant is
entitled after receiving written notice from the City that such relocation benefit is due and owing to such tenant.

C. A tenant shall not pay otherwise allowable rent increases under section 4-5-303 of this chapter, if the landlord has failed to
substantially comply with the registration requirements of section 4-5-801 of this chapter. The nonpayment of rent increases in good
faith pursuant to this paragraph shall be a defense to any action brought to recover possession of a rental unit for nonpayment of
rent. (1962 Code § 11-7.01; amd. Ord. 17-O-2745, eff. 1-19-2018)

4-5-702: REDUCTION OF HOUSING SERVICES:
It shall be unlawful for any landlord to reduce housing services with the intent, or for the purpose, of circumventing substantially the
requirements and/or provisions or spirit of this chapter. A violation of this section shall be deemed an increase in rent to the extent of
the monetary advantage achieved thereby for the landlord or to the extent necessary for the tenant to incur expenses to gain
equivalent housing services by other means, whichever is greater. Any such violation shall accordingly be subject to the tenants'
remedies prescribed in sections 4-5-704 and/or 4-5-705 of this chapter. (1962 Code § 11-7.02)

4-5-703: UNLAWFUL EVICTIONS:
A. A landlord shall not issue or cause to be issued a notice of termination of tenancy in order to circumvent the application of this

chapter. For the purposes of this section, a notice of termination of tenancy shall include any notice, oral or written, given to a tenant
for the purpose of having the tenant vacate an apartment unit. The failure of a landlord to withdraw any such notice of termination of
tenancy after the landlord has been given written notice by the City Manager or his designee or by the City Attorney that such notice
of termination of tenancy is in violation of the provisions of this chapter shall constitute prima facie evidence of the intent of the
landlord to circumvent the application of this chapter and shall be unlawful.

B. It shall be unlawful for a landlord to evict, or to attempt to evict, a tenant or to regain, or attempt to regain, the possession of an
apartment unit upon a pretext that the landlord desires occupancy for himself or herself or some relative in order to circumvent the
application of this chapter. A tenant in such circumstances may refuse to deliver possession of the apartment unit and may establish
the landlord's subterfuge as a defense in any action brought by the landlord to recover the possession of the apartment unit.
Additionally, in the event a violation of this section is discovered by the tenant after the possession of an apartment unit has been
regained by the landlord, such landlord shall be liable to the dispossessed tenant in a civil action for treble the amount of the rent
which would have been payable by the tenant had the tenant not been dispossessed, and for the entire period of the dispossession,
not exceeding six (6) months; and in any such action the tenant shall also be entitled to payment by the landlord of the tenant's
reasonable attorney fees and costs as determined by the court. (1962 Code § 11-7.03)

4-5-704: REFUSAL TO COMPLY WITH ILLEGAL REQUESTS:
A. A tenant may refuse to pay any increase in rent which is in violation of the provisions of this chapter, and such violation shall

be a defense in any action brought to recover the possession of an apartment unit or to collect rent.

B. In addition to the remedies set forth in subsection A of this section, in any action brought to recover the possession of an
apartment unit, the court may consider as grounds for denial any violation of any provision of this chapter. In addition, a court
determination that the action was brought in retaliation for the exercise of any right conferred by this chapter shall also be grounds
for denial. (1962 Code § 11-7.04)

4-5-705: CIVIL REMEDIES:
Whenever it is necessary for any tenant to file a court action to recover the payment of rent which was in excess of the maximum
lawful rent allowed by the provisions of this chapter, or to collect any relocation fee provided for in this chapter, or whenever it is
necessary for the tenant to defend against any wrongful action filed in court against the tenant by the landlord to recover the
possession of the tenant's apartment unit, the landlord shall be liable to the tenant for damages in the amount of five hundred dollars
($500.00) or not more than three (3) times the amount by which the payment or payments demanded, accepted, received, or retained
exceed the lawful amount of rent or relocation fees due to the tenant, whichever is greater. The prevailing party in any such suit shall
be entitled to reasonable attorney fees and costs as determined by the court. (1962 Code § 11-7.05)

4-5-706: PENALTIES:
Any person violating any of the provisions, or failing to comply with any of the requirements, of this chapter shall be subject to the
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penalties and punishment of title 1, chapter 3 of this Code. (1962 Code § 11-7.06)

4-5-707: ADMINISTRATIVE PENALTIES:
No building, demolition, or moving permit shall be issued unless the applicant therefor has complied with all the provisions of this
chapter applicable to the apartment unit or units on which the proposed work is to be done. No final map shall be approved unless it
is found that the subdivider has complied with all the provisions of this chapter or any prior law of the City relating to rent stabilization
applicable to the subdivision at the time the tentative map was approved. (1962 Code § 11-7.07)

ARTICLE 8.  REGISTRATION
4-5-801: REGISTRATION OF RENTAL UNITS:

A. Initial Registration: A landlord must register every rental unit that is subject to the provisions of this chapter within thirty (30)
days of receipt of notice from the City that registration is required, unless the rental unit is specifically exempt under this chapter.
Registration is complete only when all required information has been provided to the City and all outstanding fees and penalties have
been paid.

B. After Terminated Exemption: When a rental unit that was exempt from this chapter becomes governed by this chapter for the
first time, the landlord must register the unit with the City within thirty (30) days after the exemption ends.

C. Reregistration: When a rental unit is rerented after a vacancy, the landlord must reregister the unit with the City within thirty
(30) days after the rerental.

D. Registration Amendment; Landlord Required To Notify City Of Changed Registration Information: A landlord must file a
registration amendment with the City within thirty (30) days of a change in a rental unit's ownership or management, or a change in
the owner's or manager's contact information. (Ord. 17-O-2729, eff. 5-5-2017)
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CHAPTER 6

RENT STABILIZATION, PART II

SECTION:

4-6-0: Definitions

4-6-1: Application

4-6-2: Base Rent

4-6-3: Rental Increases

4-6-4: Waiver Of Provisions Of This Chapter Prohibited

4-6-5: Vacancies

4-6-6: Evictions

4-6-7: Water Service Penalty Surcharge

4-6-8: Refuse Fee Surcharge

4-6-9: Relocation Fee

4-6-10: Registration Of Rental Units

4-6-11: Rent Adjustments Upon Application

4-6-12: Remedies

4-6-0: DEFINITIONS:
A. Context: For the purposes of this chapter, the words and phrases shall be defined as set forth herein, unless the context clearly

indicates a different meaning is intended.

B. Words Not Defined: Words and phrases used in this chapter which are not specifically defined shall be construed according to
their context and the customary usage of the language.

C. Words Defined:

APARTMENT RENTAL AGREEMENT: An agreement, oral, written, or implied, between a landlord and tenant for the use or
occupancy of an apartment unit and for housing services.

   APARTMENT UNIT: Any dwelling unit in the City of Beverly Hills rented or offered for rent for human habitation, together with the
land and accessory structures appurtenant thereto, and all housing services supplied in connection with the use or occupancy
thereof, which is not exempted under section 4-6-1 of this chapter.

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

   HOUSING SERVICES: All services connected with the use or occupancy of an apartment unit, including, but not limited to, repairs,
replacement, maintenance, painting, light, heat, water, elevator service, laundry facilities and privileges, janitor service, refuse
removal, furnishings, telephone, off street parking, and any other benefits, privileges, or facilities.

   LANDLORD: An owner, lessor, sublessor, or any person, firm, corporation, partnership, or other entity entitled to receive rent for the
use of any apartment unit or the agent, representative, or successor of any of the foregoing.

 MINOR: Any person younger than eighteen (18) years of age.

   RENT: The consideration, including any bonus, benefits, or gratuity demanded or received, for or in connection with the use or
occupancy of an apartment unit, including, but not limited to, monies demanded or paid for parking, for furnishings, for housing
services of any kind, or for subletting.

 TENANT: A tenant, subtenant, lessee, sublessee, or any other person entitled to the use or occupancy of any apartment unit.

   VACANCY: The departure from an apartment unit of all of the tenants. For purposes of this definition, the term "tenant" shall not
include persons who took possession of an apartment unit as sublessees or assignees after January 1, 1999, if the rental agreement
restricts or prohibits subletting or assignment, and the restriction has not been satisfied or the prohibition has not been waived.

   VOLUNTARILY VACATED: The vacancy of an apartment unit by all of the tenants. "Voluntarily vacated" does not include a
vacancy: 1) that is the result of a constructive eviction of the tenant, which was caused by the landlord; 2) when the previous tenancy
was terminated by the landlord by notice pursuant to Civil Code section 1946; or 3) when the previous tenancy was terminated due
to a change in the terms of the tenancy noticed pursuant to Civil Code section 827, except a change permitted by law in the amount
of rent or fees. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-1: APPLICATION:
The provisions of this chapter are applicable to all multiple residential dwellings consisting of two (2) or more units with the exception
of those units that are subject to the existing rent stabilization provisions of chapter 5 of this title; those units excluded under
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subsections 4-5-102A through E of this title; and units in a building that has a certificate of occupancy issued after February 1, 1995.
(Ord. 17-O-2729, eff. 5-5-2017)

4-6-2: BASE RENT:
Except as provided in sections 4-6-4 and 4-6-5 of this chapter, the maximum rent which an apartment owner may charge for any
dwelling unit regulated by this chapter is the monthly rental charged for such unit on April 30, 1986, plus any rental increases
permitted by section 4-6-3 of this chapter. (1962 Code § 12-1.02; amd. 1988 Code)

4-6-3: RENTAL INCREASES:
An increase in rental above the base rental specified in section 4-6-2 of this chapter is permissible for any dwelling unit regulated by
this chapter, subject to each of the following limitations:

A. Only one increase shall be permissible within any twelve (12) month period; provided, further, that a twelve (12) month period
shall have elapsed since the last increase.

B. Such increases shall not exceed the greater of: 1) three percent (3%) of the rental rate then in effect, or 2) the percentage
equal to the percentage increase, if any, of the Consumer Price Index for the Los Angeles/Riverside/Orange County Area, as
published by the United States Department of Labor, Bureau of Labor Statistics between May 1 of the then current year and May 1 of
the immediately preceding year.

C. The tenant shall be given written notice of any such increase in accordance with the requirements of State law and the terms
of any written lease or rental agreement applicable to the tenancy prior to the effective date of such increase.

D. A landlord who is not in substantial compliance with any of the provisions of section 4-6-10 of this chapter shall not demand,
accept or retain the annual rent increase otherwise permitted by this section. (1962 Code § 12-1.03; amd. Ord. 04-O-2449, eff. 6-18-
2004; Ord. 17-O-2725, eff. 1-24-2017; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-2017; Ord. 17-O-2745, eff. 1-19-
2018)

4-6-4: WAIVER OF PROVISIONS OF THIS CHAPTER PROHIBITED:
A. Any provision of an apartment rental agreement or lease, or any other agreement between a landlord and a tenant, which

waives any provision of this chapter relating to the maximum amount of rent to be paid for an apartment unit, shall be deemed to be
against public policy and shall be void, unless expressly authorized by State law.

B. This amended section is applicable to any apartment rental agreement, lease, amendment or extension, that is subject to the
provisions of this chapter and that is executed on or after December 29, 2000. This section, as it existed on December 29, 2000,
shall continue to govern any apartment rental agreement, lease, amendment or extension, that is subject to the provisions of this
chapter, and that was executed prior to December 29, 2000. (1962 Code § 12-1.04; amd. Ord. 01-O-2371, eff. 3-30-2001)

4-6-5: VACANCIES:
A. Any dwelling unit regulated by this chapter that is: 1) "voluntarily vacated" by all tenants of that unit, as defined in section 4-6-0

of this chapter, or 2) vacated because the tenants are evicted for the reasons specified under subsection 4-6-6A, B, C, D, F, or G of
this chapter, may be subsequently rented at any amount mutually agreed upon by the landlord and the new tenant. The monthly
amount agreed upon for the commencement of the tenancy shall be the base rental, and any subsequent rental increases shall be
subject to the provisions of section 4-6-3 of this chapter.

B. At least twenty four (24) hours prior to the execution of a lease or rental agreement by a tenant, the landlord shall provide
written notice to the prospective tenant, in the form and languages required by the City: 1) of the provisions of this chapter, including
the amount of the annual rent increase that is allowed by this chapter; 2) of any parking restrictions in the area adjacent to the
apartment building; 3) that at the termination of the lease agreement, unless the lease is extended or a new lease is entered into, a
month to month tenancy will be created if the tenant holds over and the landlord accepts rent from the tenant; 4) that the month to
month tenancy can be terminated at any time, if the landlord provides written notice to the tenant in accordance with the
requirements of all applicable laws; 5) of the City's home occupation requirements; and 6) of State laws that establish certain rights
and responsibilities of landlords and tenants. The landlord shall provide notice in a manner so that the prospective tenant receives
the notice at least twenty four (24) hours prior to the execution of the lease or rental agreement. When the landlord provides the
notice required by this subsection to the prospective tenant, the landlord shall have the prospective tenant acknowledge in writing
that the tenant received the written notice, as required by this subsection. The landlord shall retain written documentation of
compliance with this provision for the duration of the tenancy. There shall be a rebuttable presumption that the landlord did not
provide the written notice to the tenant that is required by this section, if the landlord fails to produce said written documentation upon
request.

C. In addition to any other remedy for a violation of this Code, if a landlord fails to provide the written notice required by
subsection B of this section to the tenant, the landlord shall be subject to an administrative penalty pursuant to title 1, chapter 3,
article 3 of this Code in the amount of five hundred dollars ($500.00). The provisions of this subsection shall not be applicable to a
lease or rental agreement that is entered into within six (6) months of the effective date hereof, or December 18, 2004. (1962 Code §
12-1.05; amd. Ord. 01-O-2371, eff. 3-30-2001; Ord. 04-O-2449, eff. 6-18-2004; Ord. 18-O-2766, eff. 12-21-2018)

4-6-6: EVICTIONS:
It is unlawful for a landlord to bring an action to recover the possession of an apartment unit except upon a ground specified in this
section.

A. Failure To Pay Rent: A landlord may bring an action to recover the possession of an apartment unit if the tenant has failed to
pay the rent to which the landlord is entitled or any surcharge which has been lawfully imposed.

B. Violations Of Obligations: A landlord may bring an action to recover the possession of an apartment unit if the tenant has
violated an obligation or covenant of the tenancy, including, but not limited to, any obligation in a written apartment rental agreement,
other than the obligation to render possession upon proper notice, and has failed to cure such violation after having received written
notice thereof from the landlord.
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C. Maintenance Of Nuisances: A landlord may bring an action to recover the possession of an apartment unit if the tenant is
committing or permitting to exist a nuisance in, or is causing damage to, the apartment unit or to the appurtenances thereof, or to the
common areas of the complex containing the apartment unit, or is creating an unreasonable interference with the comfort, safety, or
enjoyment of any of the other residents of the same or any adjacent building.

D. Illegal Uses:

1. A landlord may bring any action to recover the possession of an apartment unit if the tenant is using or permitting an
apartment unit to be used for an illegal purpose.

2. For the purposes of this section, "illegal purpose" shall mean and include, but not be limited to, the occupancy of the
apartment unit by a number of persons in excess of the following numbers:

Bachelor/single 3 persons
1 bedroom of 1,200 square feet or less 4 persons
1 bedroom in excess of 1,200 square feet 5 persons
2 bedrooms of 1,500 square feet or less 5 persons
2 bedrooms in excess of 1,500 square feet 6 persons
3 bedrooms of 2,100 square feet or less 7 persons
3 or more bedrooms in excess of 2,100 square feet 8 persons

E. Refusal To Execute Leases: A landlord may bring an action to recover the possession of an apartment unit following the
expiration of a written apartment rental agreement, or any written renewal or extension thereof, if a tenant who had such an
agreement has refused to execute a written renewal or extension thereof provided all of the following conditions are met:

1. The landlord made a written request or demand for such renewal or extension at least thirty (30) days prior to the date such
agreement expired;

2. The proposed renewal or extension was for a term of the same duration as the agreement which expired; and

3. The proposed renewal or extension contained the same terms and conditions as the agreement which expired provided the
rent level in such proposed renewal or extension has been determined in accordance with the requirements of section 4-6-3 of this
chapter.

F. Refusal To Provide Access: A landlord may bring an action to recover the possession of an apartment unit if the tenant has
refused the landlord reasonable access to the unit for the purpose of making repairs or improvements, or for the purpose of
inspection as permitted or required by an apartment rental agreement or by law, or for the purpose of showing the apartment unit to
any prospective purchaser or mortgagee.

G. Unapproved Subtenants: A landlord may bring an action to recover the possession of an apartment unit if the person in
possession of the apartment unit at the end of the term of any apartment rental agreement is a subtenant who was not approved by
the landlord. This section shall not be deemed to invalidate any provision in any written apartment rental agreement pertaining to the
assignment or subleasing of an apartment unit.

H. Use By Landlords:

1. A landlord may recover the possession of an apartment unit if the landlord seeks in good faith to recover such possession for
use and occupancy by the landlord or the landlord's spouse, children, or parents provided all of the following conditions are met:

a. The landlord has provided not less than ninety (90) days' written notice of tenancy termination to the tenant, which notice
specifies the name and then current address of the proposed occupant, and has filed a copy of such notice with the City's rent
stabilization program prior to serving such notice upon the tenant;

b. The tenant is paid a relocation fee in accordance with the provisions of section 4-6-9 of this chapter; and

c. At no time during the ninety (90) day notice period is there a vacant apartment unit in the building comparable to the one
sought by the landlord; and

d. The unit to be recovered by the landlord is occupied by the most recent tenant(s) to occupy a unit comparable to the type of
unit sought by the landlord or relative described in this subsection H1. 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
landlord or relative. If there are one or more comparable units in such case, the landlord 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 five (65) years of age or older. Whether a unit is comparable to the type of unit sought by the landlord or relative
shall be determined by the City.

2. A landlord may recover the possession of only one apartment unit located on the same parcel of land for the purposes set
forth in this section, regardless of the number of buildings on such parcel.

3. If the landlord or the landlord's relative, as defined in subsection H1 of this section, occupies an apartment unit obtained
pursuant to the provisions of this section for at least one year, such apartment unit shall be deemed to be exempt from the
provisions of this chapter; provided, however, if such apartment unit is subsequently re-rented to a person who is not the landlord or
such relative of the landlord, such apartment unit shall again be subject to the provisions of this chapter.
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4. For the purposes of this section only, "landlord" shall mean only such natural persons as have the largest ownership interest
in the building or in the entity owning the building.

5. There shall be a rebuttable presumption that the landlord has not acted in good faith if the owner or relative for whom the
tenant was evicted does not move into the apartment unit within thirty (30) days and occupy said unit for a minimum of twelve (12)
continuous months thereafter. In situations when the apartment unit is being remodeled pursuant to a building permit issued by the
City, the thirty (30) day period shall commence when the final inspection of the remodeling work is performed and approved by the
City's Department of Building and Safety.

I. Change Of Building Managers: A landlord may bring an action to recover the possession of an apartment unit if the landlord
seeks in good faith to recover the possession of an apartment unit then occupied by an apartment building manager whose
employment as such has been, or is to be, terminated, and such possession is needed for the sole purpose of occupancy by a new
manager.

J. Demolition Or Condominium Conversions: A landlord may bring an action to recover possession of an apartment unit if the
landlord seeks in good faith to recover possession so as to demolish or move the building or to convert apartment units into
condominiums, stock cooperatives, or community apartments provided there is compliance with all of the following conditions:

1. The landlord has given the tenant not less than ninety (90) days' written notice, which has been approved by the City's rent
stabilization program, that such tenancy shall terminate on a date after October 18, 2018. The notice shall state the specific reason
for giving such notice and shall be deemed to include a representation and agreement by the landlord that the recovery of
possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. If payment of the
relocation fees required by section 4-6-9 of this chapter does not accompany such notice, such notice shall also specify the amount
of the relocation fees so required and that the tenant may collect such fees at the time the tenant vacates the unit. Such notice shall
not be required if:

a. The demolition of the building has been mandated by law to be performed at an earlier date; or

b. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been re-rented to a
new tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given
to the prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the City's
rent stabilization program within one week after such new tenant begins the occupancy of the apartment unit; or

c. A prior written notice which specified less than one year's notice has been given, and the tenant has been notified in writing,
within thirty (30) days after October 18, 2018, that prior written notice shall be considered an effective one year notice under this
section.

2. The notice required by subsection J1 of this section shall not be given or served until such time as the landlord has:

a. Filed all necessary applications for the proposed project or development including, but not limited to, application for a
demolition permit, moving permit or tentative map and paid all of the fees required by the City in connection with such applications;

b. Notified the City's rent stabilization program that an application to convert apartment units to condominiums or to move or
demolish the building has been filed with any other department of the City so that notice of such filing may be given to the tenants at
the property; and

c. That all permits or approvals necessary to commence demolition, removal or conversion have been issued.

3. No notice of tenancy termination given pursuant to this section after October 18, 2018, shall be effective unless all the
applicable provisions of this chapter have been complied with, and a copy of such notice has been placed on file with the City's rent
stabilization program prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each
building for which notices of tenancy termination are to be filed with the City's rent stabilization program shall be paid to the City for
processing the notices prior to the filing of a notice with the rent stabilization program. Where there are more than ten (10) apartment
units in a building which are subject to this provision of this chapter, and for which notices of tenancy termination have been given,
an additional fee of ten dollars ($10.00) shall be paid to the City for each unit in excess of ten (10) units for which a notice of tenancy
termination is given.

4. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of section 4-6-9 of this
chapter. If an apartment unit vacated pursuant to this section has been re-rented, the new tenant shall not be entitled to any
relocation fee or other relocation benefit if he or she received the notices required by subsections J1b and J5 of this section.

5. Any apartment unit vacated pursuant to this section, if re- rented, shall remain subject to the provisions of this chapter, and it
shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents and the duration of the notice of
termination. A copy of such notice shall be filed with the rent stabilization program within one week after the new tenant begins
occupancy of the apartment unit.

6. No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of any required notice period, the payment or deposit into escrow of the relocation fee
specified in section 4-6-9 of this chapter, and that demolition or moving or the work of conversion into condominiums will commence
within sixty (60) days after the filing of such complaint.

7. The provisions of this section shall not apply to a building manager who is entitled to the occupancy of an apartment unit
solely because of his or her position as building manager.

K. Major Remodeling:

1. A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover
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possession so as to do alteration work on the building for the purposes of major remodeling provided that there is compliance with
all of the following conditions:

a. The landlord has given the tenant not less than one year's written notice that such tenancy shall terminate. The notice shall
state the specific reason for giving such notice and shall be deemed to include a representation and agreement by the landlord that
the recovery of possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. Such
notice shall contain a statement of the rights of the tenants pursuant to this section and section 4-6-9 of this chapter and shall be
approved by the City's rent stabilization program. Such notice shall not be required if:

(1) Major remodeling of the building has been mandated by law to be performed at an earlier date; or

(2) Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been re-rented to a
new tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given
to the prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the City
rent stabilization program within one week after such new tenant begins the occupancy of the apartment unit.

b. The notice required by subsection K1a of this section shall not be given or served until such time as the landlord has
received approval for the giving of such notice by the Hearing Officer. Such approval shall be given upon a showing by the landlord
that written notice was received from the building official that the landlord has complied with all requirements, except for approval of
final plans, for the issuance of a building permit for the purpose of major remodeling. The landlord shall file with the application for
giving notice a copy of the final plans and specifications for the proposed remodeling. A Hearing Officer designated by the City
Manager ("Hearing Officer") shall establish the estimated new rent for the remodeled unit which shall not exceed one hundred fifty
percent (150%) of the previous base rent. The notice required by subsection K1a of this section shall include such estimated new
rent.

c. No notice of tenancy termination given pursuant to this section after October 18, 2018, shall be effective unless all the
applicable provisions of this chapter have been complied with and a copy of such notice has been placed on file with the rent
stabilization program prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each
building for which notices of tenancy termination are to be filed with the rent stabilization program shall be paid to the City for
processing the notices prior to the filing of a notice with the rent stabilization program. Where there are more than ten (10) apartment
units in a building which are subject to this provision of this chapter, and for which notices of tenancy termination have been given,
an additional minimum fee of ten dollars ($10.00) shall be paid to the City for each unit in excess of ten (10) units for which a notice
of tenancy termination is given.

d. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of section 4-6-9 of this
chapter. If an apartment unit vacated pursuant to this section has been re-rented the new tenant shall not be entitled to any
relocation fee or other relocation benefit if he or she received the notices required by subsections K1a, and K1a(2) of this section.

2. Any apartment unit vacated pursuant to this section if re- rented after eviction but prior to remodeling, shall remain subject to
the provisions of this chapter, and it shall be the responsibility of the landlord to notify any new tenant in writing of the controlled
rents and the duration of the notice of termination. A copy of such notice shall be filed with the rent stabilization program within one
week after the new tenant begins occupancy of the apartment unit.

3. Any provision of this chapter notwithstanding, in lieu of receiving a relocation fee or being relocated to a comparable unit, a
tenant, within sixty (60) days after the service of the one year notice of tenancy termination required by subsection K1 of this section,
may elect to relocate to a comparable unit in the building to be remodeled. The comparability of the replacement unit shall be
determined by the rent stabilization program. For the purposes of this subsection, "comparability" shall mean a unit with the same
number of bedrooms as the unit vacated, and which is in a clean, functional, and secure state.

4. Should a tenant elect to be relocated to a comparable unit in the building to be remodeled, he or she shall serve written
notice of such election on the landlord and file a copy thereof with the rent stabilization program. Such notice shall be served and
filed within sixty (60) days after service of the one year notice of tenancy termination required by subsection K1 of this section. Upon
the service and filing of the required notice of election within the time set forth herein, the notice of tenancy termination shall become
null and void as to that tenant for the purposes of eviction. Upon the receipt of multiple notices required hereby, the landlord shall
make an application to the Hearing Officer for a determination of the order of relocation. The Hearing Officer shall determine the
order of relocation, taking into consideration the relative hardships relocation will place on the tenants electing to relocate hereunder.

5. Upon the approval of the order of relocation as provided for in subsection K4 of this section, or if only one notice of election is
received by the landlord, the landlord shall serve upon the tenant(s) and shall file a copy thereof with the rent stabilization program
notice of availability of the replacement unit. The tenant shall have thirty (30) days after the service and filing of the notice of
availability to relocate to the replacement unit. The landlord shall pay the reasonable cost of such relocation. Any disagreement
between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the Hearing Officer for
resolution. Should a tenant fail to relocate to the replacement unit within said thirty (30) days, the tenant shall vacate the unit within
ninety (90) days after the date the notice of availability of the replacement unit was served and filed, and the landlord shall be
relieved of the obligation of paying any further fees or costs provided for in this chapter.

6. Upon the completion of the remodeling, the landlord shall serve upon tenant(s) and shall file a copy thereof with the rent
stabilization program notice of availability of the remodeled unit. The tenant shall have thirty (30) days after the service and filing of
the notice of availability of the remodeled unit to relocate. The landlord shall pay the reasonable cost of such relocation. Any
disagreement between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the
Hearing Officer for resolution. Should a tenant fail to relocate to the remodeled unit within said thirty (30) days, the tenant shall
vacate the replacement unit within ninety (90) days after the date the notice of availability of the remodeled unit was served and filed,
and the landlord shall be relieved of the obligation of paying any further fees or costs provided for in this chapter; provided, however,
the landlord shall not be relieved of the obligation of paying fees or costs provided for in this chapter if the new base rent is in excess
of the estimated base rent.
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7. If an apartment unit has been vacated for major remodeling, upon the completion of such remodeling the new allowable base
rent for the apartment unit shall not exceed an amount equal to the previous base rent increased by the actual amount expended on
such remodeling, including such items as interest or the value of capital up to eighteen percent (18%) per annum, and any fees or
costs required to be paid to or on behalf of tenants pursuant to the provisions of this chapter, amortized in accordance with the
straight line depreciation schedules allowed under the Federal Income Tax Law, but in no case less than five (5) years. The tenant
evicted for the purpose of such remodeling shall have a right of first refusal to rent the remodeled apartment unit provided such right
is exercised within thirty (30) days after the landlord notifies the tenant when the apartment unit will be ready to be rented. If such
tenant re-rents the remodeled apartment unit, the landlord may increase the actual rent chargeable to such tenant at the time he or
she actually occupies the unit to the new base rent allowed by this subsection or twenty percent (20%) above the estimated rent,
whichever is less; provided, however, if a tenant elects to relocate as provided for in subsection K3 of this section, the new base rent
shall not be applicable until one year after the notice of eviction required by subsection A of this section. The new base rent shall be
established by the Hearing Officer within ninety (90) days after the tenant has reoccupied the unit or, if the tenant decides not to
reoccupy the unit, within ninety (90) days after the unit is ready for occupancy, and the tenant has requested to be notified of the new
base rent. The Hearing Officer shall be provided copies of documents by the landlord to be used to establish the new allowable base
rent. If a tenant who was evicted pursuant to this section re-rents the remodeled apartment unit, such tenant shall return the
relocation fee to the landlord, less actual direct moving expenses and the amount by which such tenant's rent during the period when
the tenant was out of the apartment exceeded the tenant's rent prior to such move, but not more than one hundred fifty dollars
($150.00) per month.

8. No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of the one year notice period, the payment or deposit into escrow of the relocation fee
specified in section 4-6-9 of this chapter, and that the major remodeling work will commence within sixty (60) days after the filing of
such complaint.

9. The landlord shall file true copies of rental agreements for the re-rented apartment units after major remodeling has been
completed with the rent stabilization program within one week after the new tenant begins occupancy of the apartment unit.

10. The City Manager or his designee shall issue guidelines for the implementation of the foregoing requirements, and all
applicants for major remodeling pursuant to this section shall comply therewith.

11. The provisions of this section shall not apply to a building manager who is entitled to occupancy of an apartment unit solely
because of his or her position as building manager.

12. For the purposes of this section, "major remodeling" shall mean the remodeling or reconstruction of more than one
apartment unit subject to the provisions of this chapter in an existing building and a minimum amount per remodeled unit is
expended on such work as follows:

Bachelor/single $ 7,000.00
1 bedroom 10,000.00
2 bedrooms 15,000.00
3 or more bedrooms or 2 bedrooms and den 20,000.00

13. The landlord shall obtain the building permit to perform the major remodeling within ninety (90) days after the date when the
affected unit becomes vacant. The major remodeling shall be completed within one year of the date of issuance of the building
permit. However, the Building and Safety Department may extend the one year completion period upon a showing by the landlord of
good cause for the failure to complete the repairs within the one year period and diligent efforts to complete the work timely. If the
major remodeling work is not completed within the time period established by this subsection, including any extensions thereof
approved by the City, the landlord shall be liable in a civil action, if commenced within two (2) years of the displacement, to any
tenant who is evicted from an apartment unit as a result of a notice issued pursuant to subsection K1a of this section for the actual
damages that were the proximate result of the displacement.

L. Withdrawal Of Residential Rental Structure From The Rental Market: A landlord may bring an action to recover possession of
an apartment unit if the landlord intends to withdraw all apartment units in a building or structure on a parcel of land from the rental
market, subject to the following conditions and requirements:

1. This section shall only apply to and shall only be exercised for the concurrent withdrawal of all apartment units in all buildings
or structures on a parcel of land from the rental market, except where there is more than one building on a parcel and all buildings
contain four (4) or more apartment units, in which case the landlord may withdraw all of the units in one or more of the buildings.

2. Not less than one hundred twenty (120) days from the date the landlord intends to withdraw the apartment units in a building
or structure from the rental market, the landlord shall:

a. Provide written notice under penalty of perjury to the City's rent stabilization program of such intent, which notice shall
contain the following information: address and legal description of the subject property, number of rental units being removed, the
names of all tenants residing in the units being removed, the year the tenant(s) moved into the unit, the base rent for the unit and the
current lawful rent applicable to each such unit.

b. Record with the Los Angeles County Registrar-Recorder a written notice prepared by and containing such information as is
prescribed by the City summarizing the landlord's notice of intent and certifying that evictions have been commenced or will
commence in accordance with applicable law.

c. Provide to the City's rent stabilization program copies of the notice recorded with the County and the notice(s) which were
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provided to the affected tenants.

d. If the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for at
least one year prior to the date of delivery to the City of the notice required by subsection L2a of this section, then the date of
withdrawal of that apartment unit shall be extended to one year from the date of delivery of the notice to the City, provided that the
tenant or lessee has given the landlord written notice of his or her entitlement to the extension within sixty (60) days of delivery to the
public entity of the notice of intent to withdraw the apartment unit from the rental market. In this situation, the following provisions
shall apply:

(1) The tenancy shall be continued on the same terms and conditions as existed on the date of delivery to the City of the
notice of intent to withdraw, subject to any adjustments otherwise available under this title;

(2) No party shall be relieved of the duty to perform any obligation under the lease or rental agreement;

(3) The landlord may elect to extend the date of withdrawal on any other accommodation within the same building up to one
year after the date of delivery to the City of the notice of intent to withdraw, subject to subsections L2d(1) and L2d(2) of this section;

(4) Within thirty (30) days of the notification by the tenant or lessee to the landlord of his or her entitlement to an extension,
the landlord shall give written notice to the City's rent stabilization program of the claim that the tenant or lessee is entitled to stay in
his or her apartment unit for one year after the date of delivery to the City of the notice of intent to withdraw;

(5) Within ninety (90) days of the date of delivery to the City of the notice of intent to withdraw, the landlord shall give written
notice to the City's rent stabilization program and the affected tenant(s) or lessee(s) of the landlord's election to extend the date of
withdrawal and the new date of withdrawal under subsection L2d(3) of this section.

3. The landlord shall provide written notice of termination of tenancy to all affected tenants at least thirty (30) days prior to the
service of and recordation of the notices in subsection L2 of this section which has been approved by the City's rent stabilization
program and filed therewith and which notice shall contain the following information:

a. That the landlord is evicting the tenant pursuant to this section and will provide the City with written notice required in
subsection L2 of this section;

b. A summary of the specific information to be provided to the City in that notice regarding the tenant's unit;

c. That within thirty (30) days of receipt of notice to terminate, the tenant may notify the landlord in writing that the tenant
would be interested in re-renting the unit if it is reoffered for rent at a future time and advising the tenant to notify the landlord and
rent stabilization program of all future address changes;

d. A description of the tenant's rights as set forth in subsections L5, L6 and L7 of this section;

e. That the landlord will provide a relocation fee in accordance with the provisions of section 4-6-9 of this chapter and that
such fee may not be waived by the tenant, except as specifically provided in subsection 4-6-9G of this chapter; and

f. That if the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for
at least one year prior to the date of delivery to the City of the notice required by subsection L2a of this section, then the tenancy
shall be extended to one year after the delivery of the notice to the City, provided that the tenant gives written notice of his or her
entitlement to the extension to the landlord within sixty (60) days of the date of delivery to the City of the notice of intent to withdraw.
The notice shall further state that if these circumstances exist, the extended tenancy shall be continued on the same terms and
conditions that existed on the date of delivery of the notice of withdrawal to the City, subject to any rent increases that are allowed by
this chapter, and that no party shall be relieved of the duty to perform any obligation under the lease or rental agreement during the
extended tenancy.

4. At the time when the tenant(s) vacate the unit, the landlord shall pay a relocation fee in accordance with the provisions of
section 4-6-9 of this chapter.

5. In the event the withdrawn units are reoffered for rent by the landlord within two (2) years from the effective date of
withdrawal, the landlord shall:

a. Provide written notice of such action to the City's rent stabilization program not less than thirty (30) days prior to re- renting
the units;

b. Offer the units at the same rent level as of the date of withdrawal plus any annual rent increases permitted by this chapter
that would have applied had the units not been withdrawn;

c. Provide those tenants who provided a notice of interest in re- renting pursuant to subsection L3c of this section the right of
first refusal to re-rent the unit by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which
case the tenant shall have no less than thirty (30) days within which to accept the offer, by personal service or certified or registered
mail. Copies of these notices and the mail receipts shall be filed with the City's rent stabilization program within one week of mailing;

d. Be liable in a civil action if commenced within three (3) years of displacement to any tenant evicted due to withdrawal of a
unit pursuant to this section for actual damages which were the proximate result of the displacement, in accordance with the
principles enunciated in sections 7262 and 7264 of the California Government Code, and punitive damages;

e. Be liable in a civil action if commenced within three (3) years of displacement to the City for exemplary damages for
displacement of tenants or lessees.

6. In the event the withdrawn units are reoffered for rent by the landlord within five (5) years after any notice of intent to
withdraw the apartment unit is filed with the City, or within five (5) years after the effective date of the withdrawal of the apartment
unit, whichever is later, the landlord shall provide not less than thirty (30) days' prior written notice of such action to the City's rent
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stabilization program prior to re- renting the units and shall offer the units at the same rent level as of the date of withdrawal, plus
annual rent increases permitted by this chapter that would have applied had the units not been withdrawn.

7. Moreover, if the units are reoffered for rent within ten (10) years from the effective date of removal, the landlord shall provide
those tenants who provided notice of interest in re- renting pursuant to subsection L3c of this section the right of first refusal to re-
rent the unit, by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which case the tenant
shall have no less than thirty (30) days within which to accept the offer by personal service or certified or registered mail. Copies of
these notices and the mail receipts shall be filed with the City's rent stabilization program within one week of mailing. Failure of the
landlord to provide the tenant with this right of first refusal shall render the landlord liable in a civil action to the tenant in punitive
damages in an amount not to exceed six (6) months' rent.

8. This section shall in no respect relieve a landlord from complying with the requirements of any applicable State law or of any
lease or rental agreement.

9. The remedies provided for in this section shall not be exclusive and shall not preclude a tenant from pursuing any alternative
remedy available under law. Failure by any landlord to comply with the requirements of this section shall constitute a defense in any
unlawful detainer action brought to evict a tenant under this section.

10. For the purpose of this section, the term "landlord" shall be interpreted to include any and all successors in interest of any
landlord, and the term "disabled" shall mean a person with a disability, as defined in section 12955.3 of the California Government
Code.

11. The notice to the City provided for in this section shall be accompanied by a processing fee in an amount determined by
resolution of the City Council.

12. This section is intended to implement the requirements of sections 7060 through 7060.7 of the California Government
Code, and shall be interpreted so as to provide the City with the broadest range of authority permitted under these provisions and to
intrude the least into the City's authority in all other applications of its power.

13. This section shall apply to any apartment units that are being removed from the rental market, if the notice of termination of
tenancy required by State law or by a lease agreement has not been given at the time of adoption hereof or if such notice has been
given, the notice period has not expired at the time of adoption hereof.

M. Disruptive Tenant:

1. A landlord may bring an action to recover possession of an apartment unit if: a) the tenant repeatedly or continually disturbs
the peaceful and quiet enjoyment of one or more tenants who occupy other rental units in the apartment building where the tenant
resides or b) antagonizes, intimidates or bullies one or more tenants who reside at that apartment building ("disruptive tenant") and
the disruptive tenant does not cease the behavior when requested to do so by the other tenant(s) or by the property owner or
manager of the premises.

2. The landlord or the landlord's representative may, at the sole option of the landlord, file an application with the City and
request that a subcommittee of the City Council make a determination that a tenant is a disruptive tenant, as defined in subsection
M1 of this section. If the subcommittee determines that the tenant is a disruptive tenant, then the landlord or the landlord's
representative may serve the tenant with a written notice to terminate the tenancy in accordance with State law.

a. The subcommittee of the City Council shall be composed of two (2) members of the City Council. Council members shall be
appointed by the Mayor and serve on the subcommittee for a two (2) month term. At the end of the term the Mayor may reappoint
one or both Council members or may appoint new Council members to the subcommittee.

b. If a landlord or the landlord's representative files an application with the City's rent stabilization program for the
subcommittee to make a determination whether a tenant is a disruptive tenant whose tenancy can be terminated with notice, the
landlord first shall have given the disruptive tenant at least one written notice describing the disruptive conduct and requiring the
tenant to discontinue the conduct. The landlord either shall deliver the notice to the tenant personally, send it by certified mail, or
shall post it on the door of the tenant's unit. Prior to filing the application with the City's rent stabilization program, the landlord also
shall have served the tenant with a copy of the application either by personally delivering the application to the tenant or by posting
the application on the door of the tenant's unit. Proof of service of the application on the tenant shall be filed with the City
concurrently with the application. The application shall be submitted either on a form supplied by the City or shall substantially
comply with the requirements of the City's form.

c. The application shall set forth the name, address and unit number of the tenant and shall describe specifically the tenant's
conduct that the landlord contends is disruptive, the dates when the conduct described in the application occurred, and the dates
when the landlord requested that the tenant cease the disruptive conduct, including the written notice described in subsection M2b of
this section. The application also may include the names of any individuals who observed the tenant's conduct and may include
written statements by the witnesses describing the conduct.

d. The City shall schedule a hearing (but need not hold the hearing) within ten (10) days of the filing of a complete application
with the City. If one or both members of the subcommittee is/are not available to attend a hearing on an application filed pursuant to
this section, the City rent stabilization program shall contact other members of the City Council to determine if another Council
member is available to attend the hearing. The City rent stabilization program shall send written notice of the hearing to the landlord
and the affected tenant by certified mail at least fifteen (15) days prior to the date of the hearing.

e. The subcommittee shall control the conduct of the hearing and rule on procedural requests. The hearing shall be conducted
in the manner deemed by the subcommittee to be most suitable to secure the information and documentation that is necessary to
render an informed decision, and to result in a fair decision without unnecessary delay.

(1) At the hearing, the parties may offer any documents, testimony, written declarations, or other evidence that is relevant to
the application. Formal rules of evidence shall not be applicable to such proceedings.
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(2) There shall be no oral communication outside the hearing between the members of the subcommittee and any party or
witness, or the substance of such communication shall be disclosed at the beginning of the hearing. All discussion during the hearing
shall be recorded.

(3) The hearing shall ordinarily proceed in the following manner, unless the subcommittee determines that some other order
of proceedings would better facilitate the hearing:

(A) A brief presentation by or on behalf of landlord, including testimony by any other affected parties and witnesses in
support of the application.

(B) A brief presentation by or on behalf of the tenant, including testimony by any other affected parties and witnesses in
opposition to the application.

(C) A brief rebuttal by the landlord.

(4) The subcommittee shall establish equitable time limits for presentations at a hearing, with a minimum length of ten (10)
minutes each for the landlord and the tenant, subject to adjustments for translation and reasonable accommodation.

(5) City staff shall maintain an official hearing record, which shall constitute the exclusive record of the decision.

(6) All parties to a hearing shall have the right to seek assistance in developing their positions, preparing their statements,
and presenting evidence from an attorney, tenant organization representative, landlord association representative, translator, or any
other person. If the representative will be speaking on behalf of the party at the hearing, the party shall so advise the subcommittee.

(7) To prevail on the application, the landlord must carry the burden of demonstrating that the tenant has been a disruptive
tenant, as defined in subsection M1 of this section.

(8) Two (2) votes are required to approve an application. The vote shall be taken after the conclusion of the presentations
by the landlord and the tenant and any deliberations by the members of the subcommittee. If two (2) votes are not cast in favor of
approving the application, the application is deemed to be denied.

(9) Within five (5) business days after the hearing record is closed, the subcommittee shall reconvene and issue a written
determination setting forth its decision approving or denying the application, with written findings in support thereof.

f. A written notice of the decision shall be mailed by the City to the applicant and the affected tenant within two (2) days of the
issuance of the decision by the subcommittee. Such notice shall be accompanied by a copy of the hearing decision.

g. If the subcommittee determines that the tenant is a disruptive tenant, the landlord may serve the tenant with written notice
provided in accordance with State law to terminate the tenancy. The landlord is not required to pay relocation fees to the tenant.
When the disruptive tenant vacates the unit in response to the notice, the landlord may not increase the rent that will be charged for
the unit above the amount that was being charged to the disruptive tenant, other than any adjustments otherwise available under this
chapter.

h. Any final decision of the subcommittee is subject to judicial review pursuant to California Code of Civil Procedure section
1094.5 and must be filed in accordance with the time periods specified therein. (Ord. 18-O-2766, eff. 12-21-2018)

4-6-7: WATER SERVICE PENALTY SURCHARGE:
A. In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit

regulated by this chapter ninety percent (90%) of the cost of any water service penalties and/or surcharges imposed by the City
pursuant to the water rate schedule established by resolution of the City Council provided that the landlord installs water
conservation plumbing fixtures in such unit in accordance with the requirements of title 9, chapter 4, article 1 of this Code or
voluntarily installs, at the landlord's expense, low flow toilets or such other water saving toilets approved by the Director of Public
Works, showerhead restrictors and faucet aerators in such unit. If the landlord does not install such water conservation plumbing
fixtures, the landlord shall be liable for and pay without any pass through to the tenant all penalties and/or surcharges imposed by
the City on the landlord's apartment units.

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

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

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

4-6-8: REFUSE FEE SURCHARGE:
A. In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit

regulated by this chapter the cost of any refuse fee imposed by the City pursuant to a resolution or ordinance of the City Council.

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

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

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

4-6-9: RELOCATION FEE:
A. When Fee Is Required: If a landlord brings an action to recover the possession of an apartment unit that is subject to the
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provisions of this chapter for any of the reasons set forth in subsection 4-6-6A, B, C, D, F, G or M of this chapter, the landlord is not
required to pay a relocation fee to the tenant residing in the unit. However, if a landlord serves a notice of eviction on a tenant for any
other reason, the landlord shall pay to such tenant a relocation fee in accordance with the provisions of this section. The relocation
fee shall be due and payable to the tenant, regardless of whether the landlord actually utilizes the apartment unit for the purposes
stated in the notice of eviction, unless the landlord notifies the tenant in writing of the withdrawal of the notice of eviction prior to such
time as the tenant has given the landlord notice of his or her last date of occupancy, or has vacated the unit, if a notice of the last
date of occupancy is not given by the tenant. The landlord also shall file a copy of the notice of eviction with the rent stabilization
program within one week after serving the notice on the tenant.

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

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

D. Deposit Of Relocation Fee Into Escrow:

1. When the apartment unit has not been vacated, the relocation fee shall be deposited in escrow if the tenant has furnished the
landlord with the tenant's notarized stipulation to judgment in favor of the landlord for the repossession of the apartment unit by the
landlord within sixty (60) days after the payment of the relocation fee to such tenant. The fee shall be released from escrow to the
tenant on the day the tenant vacates the apartment unit. Nothing in this subsection shall be deemed to require any tenant to vacate
any apartment unit before the expiration of the full notice time to which such tenant is entitled. The sixty (60) day period referred to in
this subsection D1 shall not apply to any eviction where the eviction notice was given by the landlord to the tenant on or before
January 20, 2017.

2. If the landlord in good faith is unable to determine which persons are entitled to receive the relocation fee, the landlord shall
deposit the relocation fee into escrow. The landlord shall give written notice of such deposit to each person, including the tenant and
any occupant other than the tenant, who in the landlord's good faith judgment may be entitled to receive the relocation fee. Upon
agreement by all persons so notified, the escrow holder may distribute the relocation fee in the manner agreed upon. If such parties
cannot reach agreement within thirty (30) days after the date the notice of deposit is given, the division and distribution of the
relocation fee shall be determined by the Hearing Officer following a hearing on the matter. No distribution from an escrow may occur
until the tenant who is to receive the relocation fee has signed a notarized stipulation to judgment pursuant to subsection D1 of this
section if the tenant still occupies the apartment unit.

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

E. Amount Of Relocation Fees: The amount of the relocation fee payable to a tenant entitled to such fee pursuant to the
provisions of this section shall be determined as follows:

Apartment Size Relocation Fee
Studio $  6,193.00
1 bedroom 9,148.00
2 or more bedrooms 12,394.00

Provided further, those households that include a senior, disabled person, or a minor shall be entitled to an additional relocation fee
in the amount of two thousand dollars ($2,000.00).

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

Commencing July 1, 2018, and on July 1 of each year thereafter, the amounts of the relocation fees set forth above shall be
increased annually by a percentage equal to the percentage increase, if any, of the Consumer Price Index for the Los
Angeles/Riverside/Orange County area, as published by the United States Department of Labor, Bureau of Labor Statistics between
May 1 of the then current year and May 1 of the immediately preceding year.

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

G. Waiver Of Relocation Fee:

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

2. After the required notice period has passed, if a tenant has signed a stipulation for judgment and received a relocation fee,
whether directly or as the result of the distribution of a deposit, and does not vacate the apartment unit within sixty (60) days after
such receipt, the tenant shall be deemed to have waived all rights to any relocation benefits to which he or she is otherwise entitled
pursuant to this section, and the tenant shall be obligated to return to the landlord any relocation fee or other benefit so received,
plus interest at the rate allowed by law. (Ord. 17-O-2729, eff. 5-5-2017; amd. Ord. 18-O-2766, eff. 12-21-2018)

4-6-10: REGISTRATION OF RENTAL UNITS:
A. Initial Registration: A landlord must register every rental unit that is subject to the provisions of this chapter within thirty (30)

days of receipt of notice from the City that registration is required, unless the rental unit is specifically exempt under this chapter.
Registration is complete only when all required information has been provided to the City and all outstanding fees and penalties have
been paid.

B. After Terminated Exemption: When a rental unit that was exempt from this chapter becomes governed by this chapter for the
first time, the landlord must register the unit with the City within thirty (30) days after the exemption ends.

C. Reregistration: When a rental unit is rerented after a vacancy, the landlord must reregister the unit with the City within thirty
(30) days after the rerental.

D. Registration Amendment: A landlord must file a registration amendment with the City within thirty (30) days of a change in a
rental unit's ownership or management, or a change in the owner's or manager's contact information. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-11: RENT ADJUSTMENTS UPON APPLICATION:
A. Basis For Application: A landlord may file a rent adjustment application with the City for all rental units in the landlord's rental

complex to achieve a just and reasonable return based on net operating income principles as set forth in subsection B of this section,
or on any other ground authorized by this chapter or by regulations adopted by the city council.

1. Application: An application for a rent adjustment pursuant to this chapter shall be filed upon a form prescribed by the city and
shall be accompanied by the payment of a fee as determined by resolution of the city council. If no fee has been established at the
time of application, the applicant shall pay a fee within thirty (30) days of the date the fee is established. The applicant shall produce
at the request of the hearing officer any records, receipts, reports or other documents in the applicant's possession, custody or
control that the hearing officer may deem appropriate to make a determination whether a rent adjustment should be approved. The
application shall be made under penalty of perjury and supporting documents shall be certified or verified as requested. Once the
registration process is established by the city, no application from a landlord shall be accepted unless the building in which the unit is
located is registered and any registration fees have been paid. If a landlord is seeking an adjustment pursuant to subsection B1g(2)
of this section the application shall not be filed with or accepted by the city unless the landlord provides any and all documents and
information on which the landlord relies to establish that the base date rent was disproportionately low.

2. Incomplete Applications: The city shall determine whether said application is complete within ten (10) business days of filing
of the application by the landlord. If it is determined that an application is not complete, the applicant shall be notified in writing as to
what additional information is required. In the event the applicant notifies the hearing officer that the requested information is
unavailable, the hearing officer shall proceed with scheduling a hearing as though the application is complete. Notice that an
application has been filed shall be sent to the landlord and all affected tenants by the hearing officer; said notice shall invite submittal
of evidence from all concerned parties.

3. Hearing Date: The hearing officer shall hold a hearing on said application within sixty (60) days after the application is
determined to be complete. Notice of the time, date, and place of the hearing shall be mailed to the applicant and the affected parties
at least ten (10) business days prior to date of the hearing. The notice of the hearing also shall be delivered to the affected parties by
posting the notice at the property at least ten (10) business days prior to date of the hearing. The notice to the affected parties shall
include a brief summary of the stated justification for the rent increase application and shall state that all submitted documents and
materials as well as any report prepared by the hearing officer or staff will be available for public review prior to the hearing.

4. Hearing Rules: At the hearing, the parties may offer any documents, testimony, written declarations, or other evidence that is
relevant to the requested rent adjustment. Formal rules of evidence shall not be applicable to such proceedings.

5. Conduct Of Hearing: The hearing officer shall control the conduct of the hearing and rule on procedural requests. The
hearing shall be conducted in the manner deemed by the hearing officer to be most suitable to secure that information and
documentation that is necessary to render an informed decision, and to result in a fair decision without unnecessary delay.

6. Ex Parte Communications: There shall be no oral communication outside the hearing between the hearing officer and any
party or witness. All discussion during the hearing shall be recorded. All written communication from the hearing officer to a party
after the hearing has commenced shall be provided to all parties.

7. Order Of Proceedings: The hearing shall ordinarily proceed in the following manner, unless the hearing officer determines
that some other order of proceedings would better facilitate the hearing:

a. A brief presentation by or on behalf of landlord, if landlord desires to expand upon the information contained in or appended
to the petition for rent adjustment, including presentations of any other affected parties and witnesses in support of the application.

b. A brief presentation of the results of any investigations or staff reports by staff in relation to the petition.

c. A brief presentation by or on behalf of opponents to the petition, including presentations of any other affected parties and
witnesses in opposition to the application.

d. Rebuttal by landlord.

e. The hearing officer shall establish equitable time limits for presentations at a hearing, subject to adjustments for translation
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and reasonable accommodation.

f. The hearing officer shall maintain an official hearing record, which shall constitute the exclusive record for decision.

8. Right Of Assistance: All parties to a hearing shall have the right to seek assistance in developing their positions, preparing
their statements, and presenting evidence from an attorney, tenant organization representative, landlord association representative,
translator, or any other person designated by said parties to a hearing.

9. Reopening Of Hearing: The hearing officer may reopen the hearing record when he or she believes that further evidence
should be considered to resolve a material issue, when the hearing has been closed, and when a final decision has not been issued
by the hearing officer. In such circumstances, the parties may waive a further hearing by agreeing in writing to allow additional
exhibits into evidence.

10. Hearing Decision: Within thirty (30) days after the hearing is closed, the hearing officer shall issue a decision, with written
findings in support thereof, approving, partially approving or disapproving a rent adjustment.

11. Notice Of Decision: A written notice of decision on a rent adjustment application shall be mailed to the applicant and all
affected tenants within one day of the issuance of the decision by the hearing officer. Such notice shall be accompanied by a copy of
the hearing decision.

12. Decision Subject To Review: Any final decision of the hearing officer is subject to judicial review pursuant to California Code
Of Civil Procedure section 1094.5 and must be filed in accordance with the time periods specified therein.

B. Substantive Grounds For A Rent Increase Application: A rent adjustment shall be approved in order to provide a just and
reasonable return and maintain net operating income in accordance with the following criteria:

1. Fair Net Operating Income: Fair return applications shall be considered according to the following guidelines:

a. Net Operating Income: Net operating income equals gross income minus operating expenses.

b. Gross Income: Gross income equals the following:

(1) Gross rents, computed on the basis of one hundred percent (100%) occupancy, using current rent levels, including the
current year annual general adjustment. To the extent that the annual general rent adjustment was not fully implemented or received
during the entire current year, it shall be annualized to reflect the total annual gross rents to which the property owner is already
entitled, plus

(2) Interest from security and cleaning deposits (except to the extent that said interest is payable to the tenants), plus

(3) Income from services, garage and parking fees, plus

(4) All other income or consideration received or receivable for or in connection with the use or occupancy of rental units and
housing services, minus

(5) Uncollected rents due to vacancy and bad debts, to the extent that the same are beyond the landlord's control.
Uncollected rents in excess of five percent (5%) of gross rents shall be presumed to be unreasonable and shall not be deducted
from gross rents unless it is established that they result from circumstances that are likely to continue to exist in future years.

c. Operating Expenses; Inclusions: Operating expenses shall include the following:

(1) Rent increase application filing fees (if the application is found to be meritorious);

(2) Annual registration fees to the extent that they cannot be passed through to tenants, pursuant to resolution of the city
council;

(3) License fees, real property taxes, utility costs, insurance;

(4) Normal and reasonable repair and maintenance expenses for rental units and the building or complex of buildings of
which the building is a part, including common areas, which shall include, but not be limited to, painting, normal cleaning, fumigation,
landscaping, repair and replacement of all standard services, including electrical, plumbing, carpentry, furnished appliances, drapes,
carpets and furniture. Owner performed labor shall be counted at reasonable rates established by the cost of obtaining similar
services in and around the city, provided the applicant submits documentation showing the date, time, and nature of the work
performed by the property owner;

(5) Allowable legal expenses, and management expenses (contracted or owner performed), including necessary and
reasonable advertising, accounting, other managerial expense. Management expenses are presumed to be six percent (6%) of
gross income, unless established otherwise. Management expenses in excess of eight percent (8%) of gross income are presumed
to be unreasonable and shall not be allowed unless it is established that such expenses do not exceed those ordinarily charged by
commercial management firms for similar residential properties;

(6) Attorney fees and costs incurred in connection with successful good faith attempts to recover rents owing and successful
good faith unlawful detainer actions not in violation of applicable law, to the extent the same are not recovered from tenants;

(7) Building improvements, the cost of any improvement mandated by any government statute, rule or regulation enacted
after January 1, 2017, major repairs, replacement and maintenance, except to the extent such costs are compensated by insurance
proceeds, subject to the condition that said improvements shall be amortized in years according to the schedule below, provided that
the hearing officer may use seven (7) years for unlisted items, or such other period of time as is determined by the hearing officer to
be reasonable.

Improvement Years
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Improvement Years
Air conditioner 10
Appliances, major (other than those specifically listed) 7
Cabinets 10
Dishwasher 7
Doors 10
Dryer 7
Drywall 10
Electric wiring 15
Elevator 20
Fencing 10
Fire alarm system 10
Fire escape 10
Flooring 7
Garbage disposal 7
Gates 10
Gutters 10
Heating 10
Insulation 10
Locks 7
Paving 10
Plumbing 10
Pumps 10
Refrigerator 10
Roofing 10
Security system 10
Stove 10
Washing machine 7
Water heater 7

(8) Reasonable expenses, fees and other costs for professional services reasonably incurred in the course of successfully
pursuing or defending rights under or in relationship to this chapter.

d. Excluded From Operating Expenses: Operating expenses shall not include:

(1) Maintenance and repair work that resulted from the intentional deferral of other repairs or work, which deferral caused
significant deterioration of housing services, the building or individual units (if the time since the work was performed significantly
exceeds the amortization periods established in subsection B1c(7) of this section, it shall be presumed that it was intentionally
deferred);

(2) Avoidable and unnecessary expense increases since the base year;

(3) Mortgage interest and principal payments; fees, other than fees expressly authorized by subsection B1c of this section;

(4) Penalties and interest awarded for violation of this or any other law; or legal fees, except as provided in this section;

(5) Depreciation;

(6) Any expenses for which the landlord has been reimbursed by any utility rebate or discount, security deposit, insurance
settlement, judgment for damages, or settlement;

(7) Any expense that has been passed through lawfully to tenants pursuant to the provisions of this chapter.

e. Base Year: Base year for the purpose of this chapter shall be 2016. Landlords are required to keep all financial records for
2016, which may be necessary for making a net operating income determination. In the event that an owner for good cause cannot
produce base year income and expense information, the hearing officer may use a different base period or estimate base year
income and expenses.

f. Presumption Of Fair Base Year Net Operating Income: Except as provided in subsection B1g of this section, it shall be
presumed that the net operating income produced by the property during the base year provided a fair return (fair net operating
income). Landlords shall be entitled to earn a just and reasonable return and to maintain and increase their base year net operating
income in accordance with subsection B1h of this section.

g. Rebutting The Presumption: It may be determined that the base year net operating income yielded other than a fair return,
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in which case, the base year net operating income may be adjusted accordingly. In order to make such a determination, the hearing
officer must make at least one of the following findings:

(1) The landlord's operating and maintenance expenses in the base year were unusually high or low in comparison to other
years. In such instances, adjustments may be made in calculating such expenses so that the base year operating expenses reflect
average expenses for the property over a reasonable period of time. In considering whether the base year net operating income
yielded more or less than a fair net operating income the hearing officer shall consider the following factors:

(A) The landlord made substantial capital improvements during the base year, which were not reflected in the base year
rent levels;

(B) Substantial repairs were made due to damage caused by uninsured disaster or vandalism;

(C) Maintenance and repair were below accepted standards or resulted from the intentional deferral of other repairs or
work, which deferral caused significant deterioration of housing services, the building or individual units. If the time since the deferred
work was performed significantly exceeds the amortization periods established in subsection B1c(7) of this section, it shall be
presumed that it was intentionally deferred;

(D) Other expenses were unreasonably high or low, notwithstanding prudent business practice.

(2) The rent in the base year was disproportionately low due to the fact that it was not established in an arms length
transaction or other peculiar circumstances. To establish peculiar circumstances, the landlord must prove one or more of the
following: there existed between the tenant and the owner a family or close friend relationship; the rent had not been increased for
three (3) years prior to the base year; the tenant performed services for the owner; there was low maintenance of the property by the
owner in exchange for low rent increases or no rent increases; or any other special circumstances which affected the rent level
outside of market factors.

h. Fair Net Operating Income: If the Hearing Officer adjusts the base year rents, then the Hearing Officer shall permit rent
increases in the maximum allowable rent such that the landlord's net operating income shall be increased by one hundred percent
(100%) of the percentage increase in the Consumer Price Index between the base year and the current year. Unless the Hearing
Officer selects a base period other than the year 2016, the base year CPI shall be 240.007. For the purposes of this chapter, the
current CPI shall be the CPI last reported as of the date of the application. A rent increase granted pursuant to this chapter shall not
exceed the increase requested in the application.

C. Savings Clause: Nothing in this chapter shall be construed to prevent the grant of a rent adjustment upon application by a
landlord when required to permit a just and reasonable return to the landlord. This paragraph is a savings clause which provides a
basis for a Hearing Officer to receive relevant evidence demonstrating that a landlord is not receiving a just and reasonable return
under the provisions of the net operating income formula, so that the application of the net operating formula may be modified to
provide a just and reasonable return to the landlord. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-12: REMEDIES:
A. Illegal Rent Or Withholding Of Relocation Fees:

1. It shall be unlawful for any landlord wilfully to demand, accept, receive, or retain any payment of rent in excess of the
maximum lawful rent permitted for an apartment unit by this chapter.

2. It shall be unlawful for any landlord wilfully to fail to provide any tenant with any relocation benefit to which such tenant is
entitled.

3. A tenant shall not pay otherwise allowable rent increases under section 4-6-3 of this chapter, if the landlord has failed to
substantially comply with the registration requirements of section 4-6-10 of this chapter. The nonpayment of rent increases in good
faith pursuant to this paragraph shall be a defense to any action brought to recover possession of a rental unit for nonpayment of
rent.

B. Reduction Of Housing Services: It shall be unlawful for any landlord to reduce housing services with the intent, or for the
purpose, of circumventing substantially the requirements and/or provisions or spirit of this chapter. A violation of this section shall be
deemed an increase in rent to the extent of the monetary advantage achieved thereby for the landlord or to the extent necessary for
the tenant to incur expenses to gain equivalent housing services by other means, whichever is greater. Any such violation shall
accordingly be subject to the tenants' remedies prescribed in subsections C and D of this section.

C. Refusal To Comply With Illegal Requests:

1. A tenant may refuse to pay any increase in rent which is in violation of the provisions of this chapter, and such violation shall
be a defense in any action brought to recover the possession of an apartment unit or to collect rent.

2. In addition to the remedies set forth in subsection C1 of this section, in any action brought to recover the possession of an
apartment unit, the court may consider as grounds for denial of the request for possession any violation of any provision of this
chapter. In addition, a court determination that the action was brought in retaliation for the exercise of any right conferred by this
chapter shall also be grounds for denial of the request for possession.

D. Civil Remedies: Whenever it is necessary for any tenant to file a court action to recover the payment of rent which was in
excess of the maximum lawful rent allowed by the provisions of this chapter, or to collect any relocation fee provided for in this
chapter, or whenever it is necessary for the tenant to defend against any wrongful action filed in court against the tenant by the
landlord to recover the possession of the tenant's apartment unit, the landlord shall be liable to the tenant for damages in the amount
of five hundred dollars ($500.00) or not more than three (3) times the amount by which the payment or payments demanded,
accepted, received, or retained exceed the lawful amount of rent or relocation fees due to the tenant, whichever is greater. The
prevailing party in any such suit shall be entitled to reasonable attorney fees and costs as determined by the court.
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E. Penalties: Any person violating any of the provisions, or failing to comply with any of the requirements, of this chapter shall be
subject to the penalties and punishment of title 1, chapter 3 of this Code. (Ord. 17-O-2729, eff. 5-5-2017; amd. Ord. 17-O-2745, eff.
1-19-2018)
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Rent Stabilization Commission Report Possible Amendments to the 
Rent Stabilization Ordinance – Pass-through Costs & Rents 

June 1, 2022 

ATTACHMENT C 
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CITY OF BEVERLY HILLS 

RENT STABILIZATION COMMISSION 

April 6, 2022 

TO: Rent Stabilization Commission 

FROM: Helen Morales, Deputy Director Rent Stabilization, DPA 

SUBJECT: POSSIBLE AMENDMENTS TO THE RENT STABILIZATION ORDINANCE 
(RSO) RE: SURCHARGES ALLOWING HOUSING PROVIDERS TO PASS 
THROUGH COSTS TO TENANTS, INCLUDING ADDING SEISMIC 
RETROFIT FOR CHAPTER 6 TENANTS; AND THE MAXIMUM 
ALLOWABLE RENT INCREASE 

ATTACHMENT: A. HR&A Policy Issue on Maximum Annual Rent Increase Policies
B. Maximum Allowable Rent Increase Policy Comments, Concerns and

Suggestions
C. Title 4-Chapter 5 Rent Stabilization, Part I of the Beverly Hills Municipal

Code
D. Title 4-Chapter 6 Rent Stabilization, Part II of the Beverly Hills Municipal

Code

INTRODUCTION 

Staff seeks recommendations from the Rent Stabilization Commission (Commission) to the City 
Council regarding possible amendments to the Rent Stabilization Ordinance (RSO) for both 
Chapter 5 and Chapter 6 of Title 4 of the Beverly Hills Municipal Code (BHMC) regarding 
surcharges that allow housing providers to pass through costs to tenants relating to water service 
penalties and/or surcharges, refuse fees, and for Chapter 5 tenants only, capital expenditures, 
improvement expenses mandated by law, including seismic retrofit, utility expense, and additional 
tenants. Staff also seeks recommendations from the Commission to the City Council regarding 
possible amendments to Chapters 5 and 6 regarding the maximum allowable annual rent 
increases. 

BACKGROUND 

The City Council established the Commission pursuant to Ordinance 19-O-2776, which became 
effective on May 3, 2019 and is codified at BHMC Section 2-2-501. Pursuant to BHMC Section  
2-2-502, one of the duties of the Commission shall be to make recommendations to the City
Council concerning amendments to Title 4, Chapter 5 and 6 of the BHMC that have not been
resolved by the City Council. The matter regarding surcharges that allow housing providers to
pass through costs to tenants relating to water service penalty, refuse fee, capital expenditures,
improvement expenses mandated by law, including seismic retrofit, utility expense, and additional
tenants, and the maximum allowable rent increase are matters subject to the Commissions’
charge.

The City contracted with HR&A to provide policy issue papers on matters subject to the facilitated 
sessions that formed the foundation of the Commission’s charge.  The HR&A Policy Issue on 
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Maximum Annual Rent Increase Policies (HR&A report) is provided in Attachment A.  The staff 
collected comments, concerns and suggestions on this issue and summarized them on the 
Maximum Allowable Rent Increase Policy Comments, Concerns and Suggestions table provided 
in Attachment B.  

Maximum Allowable Rent Increases 

The RSO provides the maximum allowable annual rent increases that can be charged for an 
occupied unit in BHMC at 4-5-303 (Chapter 5) and 4-6-3 (Chapter 6). In setting the maximum 
allowable rent increase, the City seeks a balance between protecting tenants from excessive rent 
increases with the ability to provide housing providers with a fair rate of return on their investment. 
Units subject to the maximum allowable rent increases are those with continued occupancy. 
Once a unit is voluntarily vacated, the unit can be returned to market rate and when the unit is 
reoccupied, the unit becomes subject to the RSO’s maximum allowable rent increases.     

Rent Increases 

The BHMC, at Title 4, classifies tenants as either a Chapter 5  or Chapter 6 tenant as follows 
(Title 4, Chapter 5 and Chapter 6 are attached respectively as Attachment C and D): 

• Chapter 5, those tenants  original rent contracts of $600 or less per month and live in a
structure completed before September 20, 1978; or

• Chapter 6, those tenants that have original rent contracts that exceed $600 per month
and live a unit in a building that has a certificate of occupancy issued on or before
February 1, 1995.

For Chapter 5 tenants the maximum allowable rent increase is calculated monthly, using the 
lesser of 8% or the change in the CPI, calculated by the difference of the sum of the Los Angeles 
Area CPI for the 12 months preceding the most recent 12 months, and dividing that difference by 
the lesser of the two 12 months period sum (BHMC 4-5-303). 

For Chapter 6, the maximum allowable rent increase is the greater of 3% or the percentage 
increase in the LA Area CPI between May 1 of the then current year and May 1 of the preceding 
year (BHMC 4-6-3). The Chapter 6 maximum allowable rent increase is calculated using the May 
to May change in CPI annually. 

Both Chapter 5 and Chapter 6 limit annual rent increases to once every 12 months and permit 
housing providers to petition for rent increases beyond the allowable percentage amount through 
a rent increase application process to ensure that housing providers are receiving a fair just and 
reasonable rate of return (BHMC 4-6-11) and are not subject of an undue hardship (BHMC 4-5-
401). 

RSO California Rent Increase Comparison 

According to the HR&A report, among the 14 California cities it studied, 12 of the 14 cities, 
including Beverly Hills, use the CPI to set the allowable rent increase, while only 2 cities use a 
fixed percentage other than the CPI.  

Of the 12 cities that use the CPI, seven base the allowable rent increase on a fraction of the total 
annual change in CPI as opposed to 100%.  Beverly Hills uses 100% of the change in CPI.  As 

2-44



RSC: April 6, 2022 
RSO Surcharges; maximum rent increase 
Page 3 

referenced in the HR&A report below, seven of the 12 cities have a maximum rent increase, like 
Chapter 5 and three of the 12 cities have a minimum increase, like Chapter 6.   

Figure 1: Comparison of Allowable Rent Increase Approaches and Percentages 
in California Cities with Rent Regulation 

City 
Fixed 

Percentage 

Fixed 
Dollar 
Amount CPI 

Applicable 
Percentage of 

CPI 

Allowable 
Minimum 
Increase 

Allowable 
Maximum 
Increase1,2

Beverly Hills -- 
Chapter 5 ✓ 100% - 8% 

Beverly Hills -- 
Chapter 6 ✓ 100% 3% - 

Berkeley ✓ 65% - - 
East Palo Alto ✓ 80% - 10% 
Hayward ✓ - - 5% 
Los Angeles ✓ 100% 3% 8% 
Los Gatos ✓ 70% - 5% 
Oakland ✓ 100% - 10% 
Mountain View ✓ 100% 2% 5% 
Palm Springs ✓ 75% - - 
Richmond ✓ 100% - - 
San Jose ✓ - - 5% 
San Francisco ✓ 60% - 7% 
Santa Monica ✓ ✓ 75% - - 
West 
Hollywood ✓ 75% - - 

1 For cities that use CPI, this would be expressed as the lesser of the allowable maximum percentage 
increase or the relevant percent change in CPI. 
2 Does not include the allowable maximum increase with rent "banking." 

Source: HR&A Advisors, Inc. and the individual cities (p.5) 

Culver City had not adopted its rent stabilization ordinance at the time that HR&A conducted their 
study.  The Culver City annual permissible rent increase is based on the percentage change in 
the CPI with a cap of 5% and a minimum of 2%.   

Surcharges/Pass Through Costs 

The BHMC provides various surcharges that allow a housing provider to pass through certain 
expenses without undertaking a rent increase application process. Housing providers for both 
Chapter 5 and Chapter 6 tenants may pass-through the following surcharges: 

• water service penalties and/or surcharges, at a rate of 90% of the penalties and/or
surcharges (BHMC 4-5-308 and 4-6-7); and

• refuse fees, at a rate of 100% of the fees (BHMC 4-5-309 and 4-6-8).
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The BHMC allows housing providers to pass the following additional surcharges to Chapter 5 
tenants only:   

• Capital expenditures surcharge- at a rate of no greater than 4% of base rent which
validly existed prior to the latest allowable recomputation of yhe rent (BHMC 4-5-304);

• Improvement expenses mandated by law- including interest or the value of capital up
to  18% per year (which includes seismic retrofit) (BHMC 4-5-305);

• Utility expense surcharge- the difference between the percentage increase in basic
and essential utility expenses included in the base rent and the allowable rent increase
percentage (BHMC 4-5-306); and

• Additional Tenant surcharge- the property owner may raise the rent for an additional
tenant in a maximum amount not to exceed 10% of the base rent for each tenant
(BHMC 4-5-307).

Other cities with rent stabilization ordinances also allow various types of costs to be 
passed through to tenants without a rent increase application.  HR&A analysis included 
data of cities that allowed costs to be passed through to tenants relating to capital 
expenditures, utilities, RSO registration or administrative fees, and other related costs.  
The following figure from the HR&A report reflects a comparison of generalized pass 
through expenses allowed by California cities with rent regulations (at the time the report 
was issued).  

2-46



RSC: April 6, 2022 
RSO Surcharges; maximum rent increase 
Page 5 

Figure 2: Comparison of Generalized Allowable Pass-Through Expense 
Categories That Do Not Require a Rent Increase Application Process Among 
California Cities with Rent Regulation 

City Capital Expenses Utilities 

RSO Registration 
or Administration 

Fees 
Other City- 

Imposed Fees 
Beverly Hills -- 
Chapter 5 ✓ ✓ ✓ 
Beverly Hills -- 
Chapter 6 ✓ 
Berkeley ✓
East Palo Alto ✓ ✓ ✓
Hayward ✓ ✓ ✓
Los Angeles1 ✓ ✓ ✓ ✓
Los Gatos ✓ ✓
Oakland ✓ ✓
Mountain View 
Palm Springs ✓
Richmond 
San Jose ✓
San Francisco ✓ ✓
Santa Monica ✓ ✓
West Hollywood ✓ ✓
Percentage 36% 50% 71% 43% 
1 Allowable pass-through for Systematic Code Enforcement Program (“SCEP”) fees, which are charged to all 
multifamily residential rental property owners in the City of Los Angeles, is included under the “Other City-Imposed 
Fees” column.  

Source: HR&A Advisors, Inc. and the individual cities (P. 6) 

In addition to the foregoing, Culver City allows pass throughs for eligible capital improvements at 
a rate of 50% of the approved costs of an eligible capital improvement. Property owners are 
required to complete an application process before any pass through is allowed.  The capital 
improvement pass through cannot exceed 3% of the rent in effect at the time the property owner 
files its application with the City. If the pass through costs exceeds the 3%, the city may calculate 
the pass through costs to be extended beyond the established amortization period to allow the 
housing providers to recover capital improvement costs that exceed the 3% maximum rent 
increase. Culver City’s rent control ordinance established a tenant hardship waiver for qualified 
low income tenants.  
Seismic Retrofit Surcharge Pass-through 

The City Council adopted Ordinance No. 18-O-2767 on December 11, 2018, effective January 
11, 2019, requiring owners to retrofit properties identified by the City, which includes multi-family 
properties that are subject to the RSO.  The City Council requested that the Commission consider 
and provide the City Council with recommendations regarding a seismic retrofit surcharge to allow 
housing providers to pass through costs associated with the mandatory seismic retrofit ordinance 
for Chapter 6 tenants. 
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The following represents how other cities with RSO ordinances have addressed allowances of 
pass-through costs to tenants for seismic retrofit: 

Pass-Through Comparison 

Jurisdiction Retrofit Cost Sharing by Tenants 

Los Angeles 
Pass through of 50% of retrofit costs to tenants 
with maximum of $38/month for a period not to 
exceed 10 years 

Santa Monica 
The Rent Board has determined that owners may 
not pass through costs of  seismic retrofit to 
tenants 

Culver City 

Pass through of 50% of the approved costs of an 
eligible capital improvement not to exceed 3% of 
the rent in effect at the time the property owner 
files its application with the City 

West Hollywood 

The Rent Commission determined that no pass 
throughs would be allowed for seismic retrofit. 
The City does allow an NOI- a net operating 
income- process for those owners who feel they 
are not receiving a fair return  

Beverly Hills 
Currently allowed for Chapter 5 Tenants under the 
expenditures mandated by law (BHMC 4-5-305) 
and not allowed for Chapter 6 Tenants 

The above chart reflects that both Santa Monica and West Hollywood do not allow pass through 
of costs specific for seismic retrofit.  West Hollywood directs its property owners to complete the 
NOI-net operating Income- process if they feel that as a result of the seismic costs, they are not 
receiving a fair rate of return.  This process, if determined by a hearing officer, may allow an owner 
to increase rent in order to ensure a fair rate of return on investment to the owner. The City of 
Beverly Hills also has a similar process and property owners currently may submit a rent 
adjustment application to achieve a just and reasonable return based on net operating income 
principles (BHMC 4-6-11) for Chapter 6 tenants and additional rent increases above the allowed 
rent increases based on hardship (BHMC 4-5-401) for Chapter 5 tenants.  

Los Angeles allows a pass through of 50% to tenants, through a capital improvement application 
process, with a maximum of $38 monthly for a period not to exceed 10 years for seismic retrofit. 
Culver City, like Los Angeles, allows for a pass through of costs to tenants at a 50% rate, not to 
exceed 3% of the rent in effect at the time the property owner files its application with the City for 
seismic retrofit.  Once a unit becomes vacancy decontrolled, the costs must be passed through 
by the new market rate rent.  
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Facilitated Sessions 

The City held a series of facilitated sessions regarding possible amendments to the RSO, 
including one on the topic of maximum allowable rent increases, which took place on September 
16, 2018. Staff summarized the comments, concerns and suggestions received from the 
facilitated session on this topic (Attachment B). 

Policy Options 

In an effort to assist the City Council to consider the range of policy options regarding the 
maximum allowable rent increase, staff offered the following Policy Package options: 

Policy Package #1. No Policy Change 

In this case, the City would continue to allow annual rent increases as follows: 

• Chapter 5:  the lesser of the percent change in CPI or 8.0 percent; and
• Chapter 6: the greater of the percent change in CPI or 3.0 percent.

Policy Package #2. Set a maximum dollar amount by which rents may be increased 
annually, coupled with the existing allowable increases based on CPI 

In this case, the existing allowance of increases, as referenced in Policy No. 1 would be allowed, 
but the increase would be limited to an annual maximum dollar amount.   

Policy Package #3. Set a fixed annual maximum allowable rent percentage for Chapter 6 
Tenants.  

In this case, the City would fix a maximum allowable rent increase for Chapter 6, similar to what 
currently is the case for Chapter 5, and eliminate the 3.0 percent minimum requirement.  

Policy Option #4. Eliminate allowable maximum and minimum rent increases and set 
increases based entirely on 100 percent of some fraction of percentage change in CPI. 

In this case, the City would allow rent increases to fluctuate with the changes in the CPI with no 
minimum and no maximum.  

Policy Option #5. Allow more operating expense pass throughs for Chapter 6 housing 
providers without an application process. 

In this case, the City would add surcharges for Chapter 6, like those currently allowed for Chapter 
5, such as surcharges for utility expense, capital expenditures, improvements mandated by law 
(like seismic retrofit), and additional tenant, with or without limits to what share of the respected 
expense may be passed through.  
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Policy Option #6. Limit operating expense pass throughs, either by precluding them or 
requiring formal rent increase application process.  

In this case, the City would reduce or eliminate allowable expenses pass throughs, or approve 
certain pass throughs only through an application process.  

Policy Option #7. Require apartment buildings to meet habitability standard in order for 
housing providers to increase rents.  

The Commission, in its discussion on habitability, determined to recommend to City Council to 
amend the RSO to not allow housing providers to increase rents if their property has 
outstanding habitability violations.  

The following reflects a summary of comments and written statements that were received from 
the facilitated sessions regarding maximum allowable rent increase and surcharges allowed to be 
passed through to tenants: 

• The majority of housing providers that provided comments supported no policy
change (option 1) and fixed annual maximum allowable rent percentage increase for
Chapter 6 (option 3). Most housing providers that provided comments suggested a
maximum of 6% to 7% allowable rent increase for Chapter 6 and offered that 10% is
too high.

• Most tenants that provided comments supported eliminating the allowable maximum
and minimum increases and to set increases based entirely on 100% or some
fraction of percentage change in the CPI.

• Most tenants who responded supported the requirement that property owners be
required to meet habitability standards in order for housing providers to be able to
increase rents.

• Most tenants who responded supported limiting expense pass throughs, either by
precluding them or by requiring a formal rent increase application process.

• Most housing providers who responded supported increasing operating expense
pass through for Chapter 6 tenants without an application process.

Next Steps 

Staff encourages the Commission to discuss what, if any, revisions should be recommended to 
the City Council to be made to the RSO regarding surcharges, including seismic retrofit, and 
allowable annual rent increases for both Chapter 5 and Chapter 6 of the RSO.  

2-50



Rent Stabilization Commission Report Possible Amendments to the 
Rent Stabilization Ordinance – Pass-through Costs & Rents 

April 6, 2022 

ATTACHMENT A 

2-51



DRAFT MEMORANDUM 

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

From: HR&A Advisors, Inc. 

Date: July 26, 2018 

Re: Maximum Annual Rent Increase Policies in the Beverly Hills Rent Stabilization Context 

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 addresses whether, and if so how, the City 
Council might consider amending the RSO or other sections of the City’s Municipal Code to adjust its policies 
for regulating the maximum allowable annual rent increases for RSO units. 

The Issue Paper begins with a general statement about the issue as it has arisen in the context of the RSO, 
describes the City’s current policies on allowable rent increases, highlights related positions mentioned in 
public discussions about the RSO Amendments, and summarizes how this issue is addressed by 13 other 
California cities with rent regulation, based on a review of their ordinances and regulations and through 
discussions with several of those cities’ representatives. The Issue Paper then presents data from various 
sources that have a bearing on the issue, including the U.S. Bureau of Labor Statistics (“BLS”), CoStar Group, 
Inc., and the Institute of Real Estate Management (“IREM”). Based on the information and data provided on 
this topic, the Issue Paper concludes with a set of plausible policy options for City Council, City staff, and 
public consideration. 

Statement of the Issue 
An essential feature of any rent regulation system is the maximum percentage and/or dollar amount by 
which rents are allowed to change each year. In setting the allowable change, local governments generally 
attempt to balance protecting tenants from excessive rent increases with the ability of housing providers to 
earn a “fair return,” typically defined in terms of sufficient income to pay for ongoing costs of operating 
their apartment buildings.2 Cities seek to strike this balance in different ways; there is no objectively correct 
mechanism, structure, or percentage by which rent increases can be regulated. Rather, there are many 
possible approaches to setting allowable rent increase amounts. 

In addition to the basic structure and formula used to set allowable annual rent increases, some cities also 
allow costs for specified categories of capital improvements and/or operating expenses (e.g., cost of utilities 

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 See Attachment A for an analysis of the standard of “fair return” and how it has been interpreted by the courts in a 
rent regulation context by Dr. Kenneth Baar, a lawyer and recognized expert on the subject. 

New York | Dallas | Los Angeles | Raleigh | Washington DC 
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and property taxes) to be passed through to tenants in the form of rent surcharges, which contributes to 
housing provider incomes. These provisions specify how housing providers may “pass through” eligible 
expense items, ranging from a relatively simple process that requires only submittal of evidence for increased 
costs (e.g. utility bills, government fee charges, etc.) and advanced notice to the affected tenant(s), to a more 
extensive process requiring independent review by a hearing officer, mediator, or some other governmental 
or third-party official, or a review body. 

Another important consideration in setting the allowable annual rent increase is additional income housing 
providers receive when they raise rents to market rates if a unit is voluntarily vacated, which is known as 
“vacancy decontrol.” California cities are required to permit vacancy decontrol under the provisions of the 
Costa-Hawkins Rental Housing Act of 1995 (“Costa Hawkins”), 3 although cities may impose controls on annual 
rent increases until that same tenant voluntarily moves.4 According to the U.S. Census Bureau’s American 
Community Survey 5-Year Estimates for 2012-2016, approximately 24 percent of renters in Beverly Hills 
moved into their unit within the past year,5 suggesting (since nearly all multi-family rentals in the City are 
subject to the RSO) that nearly a quarter of all RSO rental units in the City may turnover in a given year, 
whereupon rents may be reset to market rate if vacated voluntarily. 

One of the key changes of the RSO Amendments was to limit the ability for housing providers in Beverly Hills 
to increase annual rents for Chapter 6 tenants by the greater of the annual percent change in the CPI for Los 
Angeles-Riverside-Orange County (“LA Area CPI”) or 3.0 percent, as compared with the 10.0 percent annual 
rent increase previously allowed by the original 1978 RSO. 

During a series of professionally-facilitated dialogue sessions between Beverly Hills housing providers and 
tenants living in buildings subject to the RSO, following adoption of the RSO Amendments, tenants articulated 
a collective position that allowable annual rent increases under Chapter 6 should match the annual 
percentage change in the LA Area CPI, with a maximum allowable increase of 8.0 percent.6 This proposed 
allowable rent increase provision would make Chapter 6 consistent with Chapter 5 policy. Tenants further 
argued that the allowable annual rent increase should be based on the LA Area CPI only, and not based on 
a negotiated fixed percentage or a “random number,” and approval for rent increases should be contingent 
on maintaining at least minimum acceptable habitability standards.7 

Housing providers articulated a collective position that the allowable annual increase should be a fixed 
percentage of either 6.0 percent or 5.1 percent with automatic passthroughs of utility costs to tenants, but 
without requiring formal approval from the City to do so.8 A more recent communication from some housing 

3 California Civil Code, sections 1954.50 to 1954.535. 

4 Proposition 10 on the November 2018 statewide ballot seeks to repeal Costa Hawkins. 

5 American Community Survey 5-Year Estimates, 2012-2016, Table B07013. Geographical Mobility In The Past Year 
By Tenure For Current Residence In The United States. 
6 City of Beverly Hills Human Services Division Memorandum, “Rent Stabilization Update,” September 28, 2017, 
Attachment 1, p.22. 
http://beverlyhills.granicus.com/MetaViewer.php?view_id=40&clip_id=5787&meta_id=344485 (“Rent 
Stabilization Update”) 

7 Ibid. 

8 City of Beverly Hills Human Services Division Memorandum, “Rent Stabilization Update,” September 28, 2017, 
Attachment 1, p.21. 
http://beverlyhills.granicus.com/MetaViewer.php?view_id=40&clip_id=5787&meta_id=344485 
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provider representatives expressed a preference for a 7.0 percent maximum, although housing providers 
did not offer a basis for this number.9 Housing providers also stated that they do not agree that CPI is an 
appropriate benchmark for allowable rent increases.10 

The Current Beverly Hills Context 
The City’s RSO classifies tenants of buildings subject to the RSO as either Chapter 5 Tenants, who are those 
with original rent contracts of $600 or less per month and live in buildings constructed prior to September 
20, 197811; or Chapter 6 Tenants, who are those with original rent contracts that exceed $600 per month 
and live in buildings built before February 1, 1995. Under Chapter 5, housing providers may increase rents 
by the lesser of 8.0 percent or the percentage that results from taking the difference of the sum of the LA 
Area CPI for the 12 months preceding the most recent 12 months, and dividing that difference by the lesser 
of the two 12 month period sums. Under Chapter 6, housing providers may increase rents by the greater of 
3.0 percent or the percentage change in the LA Area CPI between May of the most recent year and May 
of the preceding year. Chapter 6 limits vacancy decontrol for voluntarily vacated units only. Units vacated 
due to no-fault evictions must remain at the same rent for the next occupant. Additionally, both Chapter 5 
and Chapter 6 limit rent increases to once every 12 months and permit housing providers to petition for rent 
increases beyond the allowable percentage amount through a rent increase application process, which is the 
subject of a separate HR&A Issue Paper. 

Both Chapter 5 and Chapter 6 permit housing providers to pass through certain expense items without 
undertaking a rent increase application process, but the provisions are not identical. As shown in Figure 1, 
Chapter 5 and Chapter 6 both allow housing providers to pass through 90 percent of the cost of water 
penalty surcharges and the full cost of refuse fees imposed by the City, but Chapter 5 also allows housing 
providers to pass through specified amounts of capital expenditure surcharges, any government mandated 
improvements, utility expense surcharges, and property taxes (by approval of a hearing officer) at the time 
of the annual rent increase. If utilized, these passthroughs can result in rent increases that are greater than 
the annual percentage change permitted by Chapter 5 and Chapter 6, although the impact of these 
additional increases is difficult to quantify because the expenses are generally unique to each rental 
property. Relatedly, at this time, Beverly Hills is the only city that does not charge fees for required rent 
registration. Many cities that charge fees to housing providers for rent registration also allow housing 
providers to pass a portion of these fees through to tenants, pursuant to state law and judicial decisions. 

9 Rental Property Owners of Beverly Hills, “Letter to Mayor Gold and Councilmember Wunderlich,” July 6, 2018. 

10 Rent Stabilization Update, op. cit. 

11 Beverly Hills Municipal Code 4-5-102. 
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Figure 1: Summary of Allowable Passthroughs for Chapter 5 and Chapter 6 

Passthrough Chapter 5 Chapter 6 

Water Service Penalty 
Surcharge 90% of cost of surcharge 90% of cost of surcharge 

Refuse Fee Surcharge 100% of cost of surcharge 100% of cost of surcharge 

Capital Expenditure 
Surcharge No greater than 4% of base rent - 

Improvement Expenses 
Mandated by Law 

18% of cost including interest of 
value of capital - 

Utility Expense 
Surcharge 

Difference between the percentage 
change in utility expenses and 

allowable rent increase 
- 

Property Tax Increase 
5% of base rent for a maximum of 3 
years; must be approved by hearing 

officer 
- 

Source: BHMC Title 4, Chapter 5 and Chapter 6 

Comparison with Other Cities in California 
Among the 14 California cities with residential rent regulation programs, including Beverly Hills, the range 
of approaches for setting maximum allowable annual rent increases includes the following: 

• Setting allowable rent increases based on a specified percentage of annual change in the CPI;
• Setting allowable rent increases based on a specified percentage of annual changes in the CPI, but

with a minimum and/or maximum percentage (i.e., a “floor and ceiling”) by which rents may be
increased annually regardless of changes in the CPI;

• Setting annual increases based on a specified percentage of annual change in the CPI, but subject
to a fixed dollar amount each year up to which rents may be increased; and

• Setting a fixed percentage without reference to the CPI, up to which rents may be increased
annually.

As shown in Figure 2, 12 of 14 cities, including Beverly Hills, use CPI to set allowable rent increases, and only 
two apply fixed percentages other than the CPI, both of which use 5.0 percent as the fixed maximum. Among 
the 12 cities that use CPI, seven base allowable rent increases on a fraction of the total annual percentage 
change in CPI, ranging from 60 to 80 percent. Like the Chapter 5 provisions, seven of the 12 cities that use 
CPI also have allowable maximum rent increases, ranging from five to 10.0 percent, and, like the Chapter 
6 provisions, three have an allowable minimum increase, ranging from 2.0 to 3.0 percent. In addition to using 
the CPI, Santa Monica considers setting a maximum fixed dollar amount by which rents may be increased. 
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Figure 2: Comparison of Allowable Rent Increase Approaches and Percentages in California Cities with 
Rent Regulation 

City 
Fixed 

Percentage 

Fixed 
Dollar 
Amount CPI 

Applicable 
Percentage of 

CPI 

Allowable 
Minimum 
Increase 

Allowable 
Maximum 
Increase1,2

Beverly Hills -- 
Chapter 5 ✓ 100% - 8% 

Beverly Hills -- 
Chapter 6 ✓ 100% 3% - 

Berkeley ✓ 65% - - 
East Palo Alto ✓ 80% - 10% 
Hayward ✓ - - 5% 
Los Angeles ✓ 100% 3% 8% 
Los Gatos ✓ 70% - 5% 
Oakland ✓ 100% - 10% 
Mountain View ✓ 100% 2% 5% 
Palm Springs ✓ 75% - - 
Richmond ✓ 100% - - 
San Jose ✓ - - 5% 
San Francisco ✓ 60% - 7% 
Santa Monica ✓ ✓ 75% - - 
West 
Hollywood ✓ 75% - - 

1 For cities that use CPI, this would be expressed as the lesser of the allowable maximum percentage increase or the 
relevant percent change in CPI. 
2 Does not include the allowable maximum increase with rent "banking." 

Source: HR&A Advisors, Inc. and the individual cities 

In addition to annual allowable increases, as noted above, cities with rent regulation also often enable 
housing providers to pass through some amount of specified expenses to tenants without undergoing a formal 
rent increase application process. Cities place a variety of restrictions on such expense pass-throughs, 
including the share of costs that may be passed through to tenants, how frequently expenses may be passed 
through, and what types of expenses may be passed through. 

As shown in Figure 3, nearly two-thirds of California cities with rent regulation allow housing providers to 
pass through at least some of the costs of RSO registration and/or administration fees, and half allow some 
utility expenses to be passed through, often related to one-time water penalty surcharges or ongoing water 
assessments. A little over one-third of these 14 cities allow capital expenditures to be passed through without 
a formal petition process. It is more common that cities require capital expenditure passthroughs to be 
approved through a formal rent increase application process. Lastly, over 40 percent of these cities allow 
housing providers to pass through other expenses and fees, such a voter-approved indebtedness (e.g., 
municipal bonds and school facility bonds), special assessments (e.g., street lighting and maintenance districts 
and parcel taxes), property taxes in general, among others. However, the Santa Monica Rent Control Board 
voted in June 2018 to phase out the ability to pass through expenses on voter-approved indebtedness and 
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property taxes as these expenses have increased significantly in recent years, due to the combined effects 
of more such voter measures and increases in property sales with associated increases in assessed valuation, 
which figures in the cost of the voter-approved debt issues.12 Santa Monica’s new regulations eliminate 
property tax and voter-approved indebtedness surcharges for tenancies that begin after March 1, 2018, 
or if property ownership changes or if a property is reassessed, regardless of the duration of tenancy.13 The 
regulations also limit these same surcharges to a maximum of $35 per unit for tenancies that began prior to 
March 1, 2018.14 

Figure 3: Comparison of Generalized Allowable Pass-Through Expense Categories That Do Not Require 
a Rent Increase Application Process Among California Cities with Rent Regulation 

City Capital Expenses Utilities 

RSO Registration 
or Administration 

Fees 
Other City- 

Imposed Fees 
Beverly Hills -- 
Chapter 5 ✓ ✓ ✓ 
Beverly Hills -- 
Chapter 6 ✓ 
Berkeley ✓
East Palo Alto ✓ ✓ ✓
Hayward ✓ ✓ ✓
Los Angeles1 ✓ ✓ ✓ ✓
Los Gatos ✓ ✓
Oakland ✓ ✓
Mountain View 
Palm Springs ✓
Richmond 
San Jose ✓
San Francisco ✓ ✓
Santa Monica ✓ ✓
West Hollywood ✓ ✓
Percentage 36% 50% 71% 43% 
1 Allowable pass-through for Systematic Code Enforcement Program (“SCEP”) fees, which are charged to all 
multifamily residential rental property owners in the City of Los Angeles, is included under the “Other City-Imposed 
Fees” column. 

Source: HR&A Advisors, Inc. and the individual cities 

12 Santa Monica Rent Control Board Memorandum, “Administrative Item to amend Regulations 3105, 3106, 3108, 
3109, and 3120, respecting surcharges, to conform these regulations with amendments previously adopted by the 
Board,” July 12, 2018; 
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/About_the_Rent_Control_Board/Staff_Reports/2 
018/Item%2012A%20Chapter%203%20Regulations.pdf 

13 Ibid. 

14 Ibid. 
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Consumer Price Index as a Benchmark for Allowable Annual Increases 
As discussed in the preceding section, annual percentage change in the CPI is the predominant mechanism 
by which California cities with rent regulation systems benchmark allowable annual rent increases. The U.S. 
Bureau of Labor Statistics (“BLS”) defines the CPI as “a measure of the average change over time in the 
prices paid by urban consumers for a market basket of consumer goods and services.”15 The BLS categorizes 
the complete market basket that the CPI measures as “All Items,” which includes subcategories for its various 
household cost components including “Rent of primary residence.” However, the rent of primary residence 
subcategory necessarily only accounts for housing costs to the consumer (i.e. tenant) and does not include 
apartment operating costs that would be incurred by the housing provider. All 12 California cities that use 
CPI as a method for determining allowable annual rent increases refer to the CPI for All-Items for their 
respective metropolitan areas. 

The premise for using the CPI to calibrate allowable rent increases is that it is the most widely used and 
accepted, most frequently updated (monthly) and most readily available measures of general price 
inflation.16 Combined with the ability for housing providers to raise rents to market rates upon voluntary 
vacancy (i.e. “vacancy decontrol”) and income from allowed pass-throughs, maintaining rents commensurate 
with changes in the CPI theoretically allows for housing providers to achieve levels of net operating income 
that are consistent with trends in annual operating expense price inflation over time, while also preserving 
the incentive for housing providers to maintain their properties to adequate standards.17 

One alternative to using CPI as a benchmark for rent regulation is developing and annually updating a 
weighted index of annual apartment operating costs. However, a study prepared in 2016 for the City of 
San Jose points out that such operating cost studies are resource- and time-intensive, require the annual 
preparation of the study, annual hearings to consider the studies, and deliberation regarding the 
appropriate rent increase amount resulting from the data.18 Moreover, previous operating cost studies have 
reached the same or similar outcomes that would have otherwise resulted from the application of the 
percentage change in CPI. Largely for this reason, Santa Monica abandoned this approach, which had been 
in use between 1979 and 2012, in favor of a percentage of the CPI and consideration of an annual dollar 
amount cap.19 

CPI, Rent, and Operating Expense Data 
As shown in Figure 4, annual percent changes in the Los Angeles area CPI have averaged 2.4 percent 
between 2001 and 2017, reaching as low as -0.8 percent during the Great Recession and as high as 4.5 
percent. Had the current Chapter 6 provisions been in place over this time, the CPI percentage change would 
have only exceeded 3.0 percent in 2001 and from 2004 to 2008, meaning that rents would only have been 

15 United States Bureau of Labor Statistics, “Consumer Price Index,” https://www.bls.gov/cpi. There are two primary 
CPI measures: All Urban Consumers and Urban Wage Earners and Clerical Workers. Most rent regulation systems that 
reference the CPI use All Urban Consumers. 

16 Other plausible inflation indices that lack these multiple benefits include the Implicit Price Deflator, Producer Price 
Index and Personal Consumption Expenditure Deflator. 

17 Hamilton, Rabinovitz & Alschuler, The 1994 Los Angeles Rental Housing Study: Technical Report on Issues and Policy 
Options, p. 245. 

18 Economic Roundtable, San Jose ARO Study, April 2016, p. 86; 
https://www.sanjoseca.gov/DocumentCenter/View/55649 

19 City of Santa Monica Charter, Article XVIII, Section 1805 (a) and (b), amended by voter initiative, Nov. 6, 2012. 
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allowed to be increased by 3.0 percent in all other years between 2001 and 2017. Additionally, this also 
means that Chapter 5 rents were not allowed to increase at all in 2009, and the CPI has come only within 
3.5 percentage points of the allowable 8.0 percent maximum under Chapter 5. 

Figure 4: Average Annual Percent Changes in the Los Angeles-Riverside-Orange County CPI - All Items, 
2001-2017 

9% 
8% 
7% 
6% 
5% 
4% 
3% 
2% 
1% 
0% 

-1% 
-2% 

CPI 

Chapter 5 Allowable Maximum: 8.0% 

Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics 

As shown in Figure 5, annual increases in average per unit rents for Beverly Hills RSO units fluctuated more 
dramatically than changes in the CPI between 2001 to 2017, ranging from a steep -9.1 percent drop during 
the Great Recession to a 7.5 percent increase in 2005, but averaging a 2.3 percent annual increase over 
this period. Additionally, when accounting for only the years in which there was a positive percentage change 
in rents, the average annual increase was still just 3.5 percent. It should be noted that these rent data reflect 
both tenants who may have renewed leases and would therefore have had regulated rents, as well as the 
approximately 24 percent of units that turnover annually and may have leased at market rates pursuant to 
vacancy decontrol. There are no available data on how often individual housing providers sought and/or 
charged the then-maximum 10.0 percent rent increases for Chapter 6 Tenants prior to the RSO Amendments. 

Figure 5: Average Annual Percent Changes in Beverly Hills RSO Rents Per Unit and the Los Angeles- 
Riverside-Orange County CPI - All Items, 2001-2017 

Beverly Hills RSO Apartment Rents CPI 
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Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics; CoStar Group, Inc. 

Chapter 6 Allowable Minimum: 3.0% 

Average CPI Change 2001-2017: 2.4% 
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When considering regulating apartment rents by using percentage increases, however they are determined, 
it is important to account for the power of compounding, which can cause distortions in pricing for similar 
units, depending on the duration of tenancy. For example, Figure 6 shows the impact of growing Beverly 
Hills RSO and Los Angeles County rents at a fixed rate of 5.0 percent over 10 years. Average monthly 
Beverly Hills RSO rents per unit are currently $900 higher than the average for LA County as a whole. After 
10 years of growth at 5.0 percent per year, this difference in rent would grow to nearly $1,470 per unit in 
2028, a total net increase of approximately $570. Santa Monica’s combination of a CPI-based allowable 
annual increase with a maximum allowable fixed dollar amount increase is intended to address the power 
of compounding so that lower and higher rent units receive relatively comparable rent protections on a 
nominal basis. 

Figure 6: Illustrative Per Unit Rent Growth for Beverly Hills RSO and Los Angeles County Apartments at 
an Annual Rate of 5% Over a 10-year Period 

Year Beverly Hills LA County Difference 

2018 $2,600 $1,700 $900 
2019 $2,730 $1,785 $945 
2020 $2,867 $1,874 $992 
2021 $3,010 $1,968 $1,042 
2022 $3,160 $2,066 $1,094 
2023 $3,318 $2,170 $1,149 
2024 $3,484 $2,278 $1,206 
2025 $3,658 $2,392 $1,266 
2026 $3,841 $2,512 $1,330 
2027 $4,033 $2,637 $1,396 
2028 $4,235 $2,769 $1,466 

Total 10-Year Increase $1,635 $1,069 $566 

Source: HR&A Advisors, Inc; CoStar Group, Inc. 

There is currently no independent, authoritative source for apartment operating expense data specific to 
Beverly Hills.20 However, IREM provides operating expense trends for Los Angeles Metropolitan area 
apartments, categorized as properties that are low-rise (three stories or less) with 12 to 24 units or low-rise 
with more than 24 units.21 As shown in Figure 7, annual percent changes in median operating expenses per 
square foot for apartments in the Los Angeles Metropolitan area have varied substantially year by year 
from 2001 to 2016, and increased by 4.0 percent on average for low-rise buildings with 12 to 24 units and 
7.0 percent for those with more than 24 units. 

20 HR&A sought assistance from the Apartment Association of Greater Los Angeles (“AAGLA”) to encourage its members 
with buildings in Beverly Hills to participate in a confidential apartment operating expenses survey designed by HR&A, 
but AAGLA declined to do so. HR&A’s experience with similar surveys suggests that absent such industry encouragement, 
survey responses would be very low and non-representative. 

21 IREM also provides data for high-rise apartments, defined as four or more stores with an elevator, but these data 
are excluded here as these properties do not reflect Beverly Hills RSO housing stock and data for these properties are 
unavailable for several years. 
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Figure 7: Average Annual Percent Changes in Los Angeles Metropolitan Area Median Apartment 
Operating Expenses Per Square Foot and the Los Angeles-Riverside-Orange County CPI - All Items, 
2001-2016 
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Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics; Institute of Real Estate Management 

The recent spikes in the percentage change in operating expenses shown in Figure 6 are likely attributable 
to higher property taxes as a result of increased apartment building sales volume. Due to Proposition 13 
passed by California voters in 1978, property taxes may not exceed 1.0 percent of a property’s assessed 
value and assessed value may only increase by a maximum of 2.0 percent per year, unless a property is 
sold or if major physical changes are made like demolition, new construction, or a major remodel, at which 
point the property is reassessed at current market value. Therefore, a recent spike in the number of 
apartment building sales would result in increased property tax burdens for recently purchased apartment 
buildings, and a resulting increase in total operating expenses. As shown in Figures 8 and 9, median annual 
expenses per square foot for taxes and insurance for properties in the Los Angeles Metro Area increased 
as Beverly Hills RSO apartment building sales volume increased, while costs of all other apartment operating 
expense components for properties in the Los Angeles Metro Area have remained at relatively constant 
levels between 2000 and 2016, according to the IREM data. Importantly, as noted in the discussion of 
allowable passthroughs above, Chapter 5 allows housing providers to request rent increases of up to five 
percent of apartments base rents for a maximum of three years through a hearing officer process. Housing 
providers may also request from the hearing officer additional time to apply increased rents. 
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Figure 8: Beverly Hills RSO Apartment Building Sales and Change in Los Angeles Metropolitan Area 
Median Apartment Operating Expense Components Per Square Foot for Low-Rise Buildings with 12-24 
units, 2000-2016 
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Figure 9: Beverly Hills RSO Apartment Building Sales and Change in Los Angeles Metropolitan Area 
Median Apartment Operating Expense Components Per Square Foot for Low-Rise Buildings with 25+ 
units, 2000-2016 
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Policy Options for Beverly Hills 

As mentioned previously, there is no single objectively correct mechanism, structure, or percentage by which 
rent increases can be regulated. In summary, the foregoing information and data provide the following key 
considerations when weighing potential policy changes related to allowable rent increase and pass-through 
provisions in Beverly Hills: 

 Both Chapter 5 and Chapter 6 allow limited pass-throughs without requiring housing providers to 
undergo a rent increase application process, but Chapter 6 pass-through allowances are more 
limited; 

 Chapter 6 has allowable annual rent increase provisions that are more generous to housing providers 
than Chapter 5; 

 Nearly all California cities with rent regulation use CPI, typically also applying an allowable annual 
maximum percentage or dollar amount increase; 

 A majority of California cities with rent regulation charge RSO registration and/or administration 
fees, and allow housing providers to pass through a portion of these costs to tenants pursuant to 
state law and judicial decisions; 

 Half of California cities with rent regulation allow housing providers to pass through some amount 
of utility expenses; 

 Annual percent changes in CPI averaged 2.4 percent between 2001 and 2017, and increased as 
high as 4.5 percent over that time; and 

 A recent increase in apartment building sales has resulted in an increase in property taxes as a 
proportion of apartment operating expense budgets 

Considering these key points, HR&A suggests that there are at least seven plausible policy options that the 
City Council, City staff, and the public could consider when determining whether, and if so how, to address 
allowable annual rent increases (some of which could be combined with one another): 

1. No Policy Change: In this case, the City would continue to allow annual rent increases of the lesser
of the percent change in CPI or 8.0 percent for Chapter 5 Tenants and the greater of the percent
change in CPI or 3.0 percent for Chapter 6 tenants.

 Advantages to housing providers: Under current requirements, Chapter 6 housing 
providers would be assured of the legal ability to increase rents by at least 3.0 percent 
each year, and would be able to benefit from strong markets when the change in CPI 
exceeds 3.0 percent. Chapter 5 housing providers would maintain the ability to benefit 
from years when there are high increases in CPI up to 8.0 percent. 

 Disadvantages to housing providers: Chapter 5 housing providers would continue to rely 
on changes in CPI to increase rents, meaning that rents may not be allowed to increase in 
years when the CPI does not increase. In addition, housing providers may not be able to 
cover costs and could not use extreme rent increases to compel tenants to move voluntarily. 

 Advantages to tenants: Chapter 5 Tenants would continue to be subject to rent increases 
dictated by changes in CPI, potentially resulting in very low or no rent increases in some 
years. Chapter 6 Tenants would maintain a degree of certainty that future rent increases 
will be no lower than 3.0 percent, and may be higher in some years during strong economic 
periods when changes in CPI are above 3.0 percent. 
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 Disadvantages to tenants: Continuing to use only a percentage change as the benchmark 
for allowable rent increases will disadvantage tenants who already pay higher rent 
amounts due to the power of compounding and resulting in a disparity in nominal rent 
increases between tenants with currently low rents versus those who pay higher rents. 
Chapter 6 Tenants also would not receive the benefit of years when the CPI change is below 
3.0 percent, as this is an allowable minimum rent increase that Chapter 6 housing providers 
may seek. With reduced maximum allowable annual rent increase, tenants can expect that 
their rent would be increased every year, when they may have not previously received 
annual increases when the maximum annual rent increase was 10 percent. 

Administrative Considerations: This option would not create a need for additional staff time or other 
resources. However, as the RSO Amendments have been in effect for slightly more than a year, it is 
unknown whether housing providers would submit rent increase applications more frequently in future 
years, which could cause an increase in City costs. 

2. Set a maximum dollar amount by which rents may be increased annually, coupled with the
existing allowable increases based on CPI: In this case, the City would continue to allow annual
rent increases of the lesser of the percent change in CPI or 8.0 percent for Chapter 5 Tenants and
the greater of the percent change in CPI or 3.0 percent for Chapter 6 tenants, but would also
annually establish a maximum dollar amount up to which rents could be raised.

 Advantages to housing providers: Housing providers would continue to enjoy the benefits 
of the existing RSO provisions, and would potentially be able to charge up to the higher 
dollar amount in years when there might be a relatively low change in CPI. 

 Disadvantages to housing providers: In years when there is a high percent change in CPI, 
rent increases would be capped at the maximum dollar amount, inhibiting the ability for 
housing providers to benefit from the full increase in CPI, and also potentially narrowing the 
margin between operating revenues and expenses if most expenses continue to grow with 
CPI, and therefore may not cover operating costs. 

 Advantages to tenants: Tenants who might have otherwise experienced a rent increase due 
to a high change in CPI would benefit from a lower maximum allowable dollar amount 
increase, and it would potentially help reduce disparity in the increase in rents between 
tenants with comparatively high and low rents. 

 Disadvantages to tenants: Assuming housing providers seek to maximize rent increases, 
lower-rent paying tenants may be hit with a comparatively higher nominal rent increase 
than higher-paying tenants. Chapter 6 Tenants also would not receive the benefit of years 
when the CPI change is below 3.0 percent, as this is an allowable minimum rent increase 
that Chapter 6 housing providers may seek. 

Administrative Considerations: This would necessitate a minimal amount of additional staff time to draft 
and support adoption of the RSO changes, and track rent increases and ensure that they comply with 
either the maximum dollar amount or change in CPI. 

3. Set a fixed annual maximum allowable rent percentage increase for Chapter 6 Tenants: In this
case, the City would establish a fixed maximum percentage up to which rents could be increased in
any given year, and eliminate the minimum 3.0 percent increase and continue to use the CPI for
Chapter 6 Tenants. The maximum allowable rent increases for Chapter 5 would remain the same.
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 Advantages to housing providers: Depending on how high the fixed percentage is set, it 
could potentially allow housing providers with flexibility to achieve close to market-rate 
rents during strong economic periods, and would also provide some regulatory certainty 
that they could at least seek a given rent increase amount in future years. 

 Disadvantages to housing providers: A low fixed percentage maximum might result in 
missed revenue-earning opportunities for housing providers during strong economic periods, 
while operating expenses may continue to increase. 

 Advantages to tenants: A fixed maximum percentage would provide certainty that rent 
increases could not exceed a specified amount. 

 Disadvantages to tenants: A relatively high fixed maximum percentage risks having the 
effect of limiting only the most extreme rent increases, and could potentially subject tenants 
to essentially market rate rent increases that they might have otherwise faced when seeking 
housing elsewhere. And, existing Chapter 6 pass-throughs would remain in place. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes, but would not result in any significant additional cost for staff time or other 
resources. 

4. Eliminate allowable maximum and minimum rent increases and set increases entirely on 100
percent or some fraction of percentage change in CPI: In this case, the City would allow rent
increases to fluctuate with changes in the CPI.

 Advantages to housing providers: Housing providers could theoretically cover their 
operating costs if they rise commensurately with inflation, and they would enjoy high rent 
increases during strong markets. 

 Disadvantages to housing providers: Low percentage changes in the CPI for the Los 
Angeles area might not reflect an otherwise strong Beverly Hills housing market, meaning 
that housing providers would not be able to fully realize market opportunities. 

 Advantages to tenants: Given the average annual change in CPI of 2.4 percent between 
2001 to 2017, tenants would likely be subject to fairly low increases over time. 

 Disadvantages to tenants: Fluctuations in CPI may be unpredictable, and could result in 
certain years that allow for high and unanticipated rent increases. And, existing Chapter 5 
and Chapter 6 pass-throughs would remain in place. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes, but would not result in any significant additional cost for staff time or other 
resources. 

5. Allow more operating expense passthroughs for Chapter 6 housing providers without an
application process: In this case, the City would expand opportunities for Chapter 6 housing
providers to pass through certain expenses like utility expense surcharges, capital expenditures,
improvements mandated by law, property taxes, voter indebtedness, or others to tenants in the form
of increased rents, with or without limits to what share of the respected expense may be passed
through.

 Advantages to housing providers: Housing providers would be able to leverage their 
operating expenses to increase rents, potentially beyond allowable percentage increase 
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levels. Creating consistency between Chapter 5 and Chapter 6 passthrough provisions 
would also provide a benefit to housing providers who have buildings with both Chapter 5 
and Chapter 6 Tenants. 

 Disadvantages to housing providers: Little to no disadvantage, other than potentially 
creating time-consuming processes to pass through expenses and fostering tension between 
housing providers and tenants. 

 Advantages to tenants: Little to no advantages. 
 Disadvantages to tenants: Tenants would be subject to higher rents than what the allowable 

increase might be. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes. More allowable pass-throughs would likely reduce the frequency of rent increase 
applications, resulting in a cost savings; however, cost savings would likely be offset by the additional 
staff time required to monitor pass-throughs. 

6. Limit operating expense pass-throughs, either by precluding them or by requiring formal rent
increase application processes: In this case, the City would reduce or eliminate allowable expense
pass-throughs, or approve certain pass-throughs only through a petition process.

 Advantages to housing providers: Little to no advantage. 
 Disadvantages to housing providers: Housing providers would have fewer opportunities 

to cover unexpected expenses, and would likely need to undergo a potentially time- 
consuming rent increase application process. 

 Advantages to tenants: Tenants would not face unexpected rent increases due to rises in 
expenses for pass-through expenses. 

 Disadvantages to tenants: Tenants may still be subject to rent increases resulting from 
successful rent increase application processes. 

Administrative Considerations: This option would require more modest cost to draft and support enactment 
of the RSO changes. Reducing the categories of allowable pass-throughs would likely increase the 
frequency of rent increase applications, thereby creating potentially significant additional costs for staff 
time and other resources, although some of these costs could be offset by application fees. 

7. Require apartment buildings to meet habitability standards in order for housing providers to
increase rents: In this case, the City would establish new habitability standards that all RSO
apartments must meet to permit respective housing providers to increase rents.

 Advantages to housing providers: Little to no advantage, other than promoting property 
upkeep which would generally support property value and attractiveness to tenants. 

 Disadvantages to housing providers: Housing providers would potentially face costly 
improvements to their properties, and may be unable to afford improvements if they cannot 
commensurately increase rents. 

 Advantages to tenants: Tenants would enjoy both assured apartment quality standards, 
and be protected from rent increases if these standards are not met. 

 Disadvantages to tenants: Little to no disadvantage, other than potentially facing rent 
increases if housing providers are permitted to pass through the cost of improvements 
necessary to meet habitability standards. 
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Administrative Considerations: This option would require more significant cost to research, draft and 
support enactment of the RSO changes. It would also require substantial additional staff time and other 
resources to monitor and enforce property habitability standards, and associated rent increases, 
although some of these costs could be offset by inspection and application fees. 
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Introduction 

The purposes of this chapter are to discuss the standards under the ARO for authorizing rent 
increases in excess of the annual allowable across-the-board increases and to discuss 
constitutional fair return requirements. 

A central purpose of individual rent adjustment standards under rent stabilization ordinances is to 
insure that apartment owners may obtain a fair return in cases in which the annual allowable rent 
increases are not adequate to provide a fair return. Under the type of fair return standard that is 
mostly widely used under rent stabilization ordinances, apartment owners have a right to rent 
increases which are adequate to cover increases in operating costs and provide for growth in net 
operating income. Questions that emerge include: how the individual rent adjustment standards 
in the ARO compare with constitutional fair standards, and the current and potential future 
impacts of the current standards. 

Under the ARO, if a tenant objects to a rent increase in excess of the allowable annual increase, 
the apartment owner must justify the additional rent increase through the administrative hearing 
process on the basis of the individual rent adjustment standards. Under the current individual rent 
adjustment standards in the ARO, which are a type of fair return standard, owners may pass 
through increases in operating costs and debt service payments since the prior year to the extent 
these increases are not covered by the allowable annual increases and vacancy decontrols. 

In order to consider issues related to the individual rent adjustment standard, it is essential to 
provide an explanation of: 

1) fair return concepts from a constitutional, economic, and regulatory perspective,
2) the types of fair return standards used among jurisdictions with rent stabilization

ordinances,
3) the rationale related to the use of different types of fair return standards , and the

advantages and drawbacks in the context of rent regulation, and
4) what options the City has in regard to fair return standards and other standards.

The explanation is detailed because fair return concepts are multifaceted and in some ways 
operate in a manner that may be counterintuitive. 

A. Constitutional Standards for Fair Return – Judicial Doctrine

Owners of rent regulated properties have a constitutional right to a “fair return.” Under all rent 
stabilization ordinances, including the ARO, regulated owners may petition for a rent increase 
above the amounts authorized by the annual adjustment standard in order to present a claim that 
an additional increase is necessary to obtain a fair return. Cities may select the fair return 
formulas that apply to fair return petitions. However, the courts are the ultimate arbiter’s of 
whether a fair return has been permitted. 
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In fact, very few fair return petitions have been filed under California’s apartment rent control 
ordinances as long as vacancy decontrols have been in effect. This outcome has occurred 
because the combination of annual rent increase allowances and vacancy decontrols have 
allowed overall rent levels to increase by more than the CPI and therefore have been adequate to 
cover operating cost increases and to permit growth in net operating income. 

1. General Guidance in Judicial Precedent

When peacetime rent stabilization ordinances were first introduced in California, towards the end 
of the 1970’s and early 1980’s, there was conflicting authority and substantial uncertainty about 
which fair return standard would meet judicial approval. In the face of this uncertainty, cities 
adopted rent stabilization ordinances that usually contained very general guidelines or statements 
of principle without setting forth a specific definition of fair return or a methodology for 
determining what constitutes a fair return. (Typically, these general provisions were 
supplemented with more specific regulations.)1

In 1983, in response to a legal challenge based on a claim that the fair return provisions in a rent 
control ordinance were overly vague, the California Supreme Court held that an ordinance does 
not have to contain a specific fair return formula and that the selection of a formula is a 
legislative task. The Court stated: 

That the ordinance does not articulate a formula for determining just what 
constitutes a just and reasonable return does not make it unconstitutional. Rent 
control agencies are not obliged by either the state or federal Constitution to fix 
rents by application of any particular method or formula. As the United States 
Supreme Court has stated, "[t]he Constitution does not bind rate-making bodies 
to the service of any single formula or combination of formulas." [cites omitted] … 
The method of regulating prices is immaterial so long as the result achieved is 
constitutionally acceptable. (cite omitted) ["it is the result reached not the method 
employed which is controlling"].)2 

In 1997, the Court reiterated longstanding general principles for fair return that have been set 
forth in utility cases and rent control fair return cases, stating that fair return: 

1 See e.g. Los Angeles Rent Adjustment Commission Guidelines, Sec 240.00 (“Guidelines to be Used by Hearing 
Officers for Determining A Just and Reasonable Return”); San Francisco Residential Rent and Arbitration Board, 
Rules and Regulations, Part VI (“Rent Increase Justifications”) 
2 Carson Mobilehome Park Owners' Assn. v. City of Carson, 35 Cal.3d 184, 191 (1983) 

2-72



123 

1. “involves a balancing of the investor and consumer interests,” 2.should be a
“return ... commensurate with returns on investments in other enterprises having 
corresponding risks.”, and 3. “should be sufficient ... to attract capital.”3 

In 2001, the Court held in Galland v. Clovis that the concept of “fair rate of return” is a legal 
term that refers to a “constitutional minimum”, although the terminology is borrowed from 
finance and economics. The Court also stated that the return must “allow [the] Owner to continue 
to operate successfully.”4 (While Galland involved mobilehome park rent regulations, the Courts 
have applied the same fair return principles to apartment and mobilehome park rent 
stabilization.). In its opinion, the Court stated: 

Although the term “fair rate of return” borrows from the terminology of economics 
and finance, it is as used in this context a legal, constitutional term. It refers to a 
constitutional minimum within a broad zone of reasonableness. As explained 
above, within this broad zone, the rate regulator is balancing the interests of 
investors, i.e., landlords, with the interests of consumers, i.e. mobilehome 
owners, in order to achieve a rent level that will on the one hand maintain the 
affordability of the mobilehome park and on the other hand allow the landlord to 
continue to operate successfully. [cite omitted]. For those price-regulated 
investments that fall above the constitutional minimum, but are nonetheless 
disappointing to investor expectations, the solution is not constitutional litigation 
but, as with nonregulated investments, the liquidation of the investments and the 
transfer of capital to more lucrative enterprises.5 

While these concepts give localities and reviewing courts’ broad discretion in formulating fair 
return standards, they leave uncertainty as to what outcomes would be considered reasonable and 
constitutional by the courts when reviewing “as applied” challenges to administrative rulings on 
individual petitions by Rent Boards or hearing officers. (“As applied” challenges are challenges 
to individual decisions, as opposed to “facial” challenges which involve a challenge to the 
overall validity of the law or regulations.) 
Uncertainty as to what constitutes a fair return has been augmented by the fact that over a forty- 
year span appellate courts have reached diametrically opposite conclusions in regard to particular 
fair return issues. Furthermore, debate over the issue has been complicated by the fact that 
individual passages in court opinions, when taken out of context, can lend support to 
propositions at variance with the overall conclusions in those opinions. 

3 Kavanau v. Santa Monica Rent Control Board, 16 Cal.4th 761, 772 (1997). 
4 As explained in the following portions of this chapter, the right to “operate successfully” has not included the right 
to cover mortgage indebtedness. 
5 24 Cal.4th 1004, 1026 (2001) 
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2. Specific Guidance on Fair Return in Judicial Precedent
In 1984, in Fisher v. City of Berkeley, the State Supreme Court set forth some specific principles 
in in a lengthy discussion of fair return issues.6

a. Rejection of Claims to a Right to a Fair Return on “Value”

The Court held that a standard which defines a fair return as a fair rate of return on the value of a 
regulated property is “circular” in the context of regulation. Such a standard is circular because 
value depends on the allowable rent and, therefore, cannot be used to determine what rent should 
be allowed to permit a fair return. 

The Court explained: 

The fatal flaw in the return on value standard is that income property most 
commonly is valued through capitalization of its income. Thus, the process of 
making individual rent adjustments on the basis of a return on value standard is 
meaningless because it is inevitably circular: value is determined by rental 
income, the amount of which is in turn set according to value. Use of a return on 
value standard would thoroughly undermine rent control, since the use of 
uncontrolled income potential to determine value would result in the same rents 
as those which would be charged in the absence of regulation. Value (and hence 
rents) would increase in a never-ending spiral. 7 

It also held that a rent regulation is not invalid just because it reduces the value of properties and 
that: “Any price-setting regulation, like most other police power regulations of property rights, 
has the inevitable effect of reducing the value of regulated properties.”8

3. The Right to an Increasing Net Operating Income

In Fisher, the Court also gave other guidance that has come to play a central role in fair return 
doctrine. The Court held that a regulatory scheme “may not indefinitely freeze the dollar amount 
…profits without eventually causing confiscatory results. …If the net operating profit of a
landlord continues to be the identical number of dollars, there is in time a real diminution to the 
landlord which eventually becomes confiscatory." 9 In other words, growth in net operating 
income must be permitted. This concept is critical because it sets forth a standard for fair return – 
whether or not allowable rent increases have been adequate to cover increases in operating costs 
and permit growth in net operating income. 

6 Fisher v City of Berkeley, 37 Cal.3d. 644, 679-686 (1984). 
7. Id. 37 Cal.3d.at 680, fn 33.
8 Id., 37 Cal.3d. at 686. 
9 Id. 37.Cal.3d. at 683. 

2-74



125 

B. The Maintenance of Net Operating Income (MNOI) Standard 

The type of fair return standard which is used to determine whether allowable rent increases have 
been adequate to cover operating cost increases and permit growth in net operating income, by 
comparing current current net operating income with a base year net operating income is known 
as a “maintenance of net operating income” (MNOI) standard. 

Under this standard – known as a “maintenance of net operating income” (MNOI) standard – 
apartment owners are entitled to rent increases which are adequate to cover operating cost 
increases and to permit growth in net operating income. (In the context of fair return, 
“maintenance” of net operating income includes the concept of maintaining the value of the net 
operating income by providing for an inflation adjustment factor in calculating fair net operating 
income. Net operating income is income net of operating expenses; debt service is not 
considered as an operating expense.)10 

Under MNOI standards, “fair return” (fair net operating income) is calculated by adjusting base 
year net operating income by a portion of or by one hundred percent of the percentage increase 
in the Consumer Price Index (CPI) since the base year. For example, under a standard which 
provides for indexing the net operating income at 100% of the rate of increase in the CPI, if the 
net operating income was $100,000 in the base year and the CPI has increased by 70% since the 
base year, the current fair net operating income would be $170,000. 

Under most MNOI standards, the year specified as the base year precedes the adoption of rent 
regulation. However, a more recent year may be used as the base year. Jurisdictions with MNOI 
standards provide for indexing a base period of net operating income by varying percentages of 
the percentage increase in the Consumer Price Index, ranging from 40% to 100%. Berkeley and 
Santa Monica provide for 40% indexing and most mobilehome ordinances index by less than 
100%. All of these indexing standards have been upheld by the Courts.11

10 “Net operating income” may be contrasted with “net income” which is income net of debt service payments. 
11 See Berger v. City of Escondido, 127 Cal.App.4th 1, 13-15 (2007); Stardust v.City of Ventura, 147 Cal.App. 4th 

1170, 1181-1182 (2007); Colony Cove Properties v. City of Carson, 220 Cal. App.4th 840, 876 (2013) 

The rationale for less than 100% indexing has been that the rate of increase in equity may exceed 100% of the rate 
of increase in the CPI even if the rate of increase in the overall value of a property is lower. For example, the value 
of an apartment building may increase by 20% from $1,000,000 to $1,200,000, but the increase in the equity of an 
owner who purchased with a 70% loan may increase from $300,000 to $500,000. 

In the Colony Cove opinion, the Court stated: 

In H.N. & Frances C. Berger Foundation v. City of Escondido, the court explained why 100 percent indexing was 
not required for a rent controlled mobilehome park to achieve a fair return: "A mobilehome park's operating 
expenses do not necessarily increase from year to year at the rate of inflation, and . . . a 'general increase at 
100% of CPI . . . would be too much if expenses have increased at a lower rate.'" (H.N. & Frances C. Berger 
Foundation v. City of Escondido [cite omitted].) Moreover, "the use of indexing ratios may satisfy the fair return 

(cont.) 
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The example below illustrates how MNOI standards work. In the hypothetical, rents have 
increased by $50,000 between the base year and the current year. During this period operating 
costs have increased by $30,000 and the net operating income has increased by $20,000, from 
$60,000 in the base year to $80,000 in the current year. Through an individual rent adjustment 
petition (with adequate documentation of income and operating expenses) the owner would be 
able to obtain an additional rent increase The allowable increase would be $10,000 because the 
fair net operating income (the base year net operating income adjusted by the CPI increase) is 
$90,000. 

Table 5.1 
Illustration of MNOI Standard 

CPI 
Gross 

Income 
Operating 
Expenses 

Net 
Operating 

Income 

Fair Return 
Allowable 

Rent 
Increase 

Base Year * 100 $100,000 $40,000 $60,000 

Current Year 150 $150,000 $70,000 $80,000 

Current Year 
Fair Net Operating Income 
(Base Year NOI Adjusted by 
50% increase in CPI) 

$90,000 

Fair NOI – Current NOI 
($90,000 – $80,000) $10,000 

The MNOI has been adopted by Los Angeles, Santa Monica, Berkeley, West Hollywood, East 
Palo Alto and is in effect under San Jose’s mobilehome park rent stabilization ordinance.12 In 
addition, this type of standard is set forth in a substantial portion of the mobilehome park rent 
stabilization ordinances in the State and is often applied under other mobilehome rent 
stabilization ordinances, which list factors to be considered in determining what is a fair return, 
without setting forth a formula. (Approximately ninety jurisdictions regulate mobilehome park 
rents.) 

criterion because park owners typically derive a return on their investment not only from income the park 
produces, but also from an increase in the property's value or equity over time.” (Ibid.; accord [cite omitted] 
[explaining that "one reason for indexing NOI at less than 100 percent of the change in the CPI" is that "real 
estate is often a leveraged investment" in which “[t]he investor invests a small amount of cash, but gets 
appreciation on 100 percent of the value”]. Id.876-877. 

12 San Jose Muni Code Sec. 17.22.470-580. 
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Rationale for the MNOI Standard 

The MNOI standard works differently than rate of return standards because it compares the net 
operating income with a prior (base year) net operating income rather than comparing the net 
operating income with the investment (purchase price). It is not an “intuitive” measure because it 
is not a real estate return measure that is commonly used by investors or laypersons, but rather is 
a measure of fair return under rent regulation. The rationale for the use of this type of standard is 
set forth in the following discussion. 

By providing for growth in net operating income, the MNOI standard provides for growth in the 
portion of rental income (the net operating income) that is available to pay for increases in debt 
service, to fund capital improvements, and/or to provide additional cash flow (net income). 
Therefore, the growth in net operating income also provides for appreciation in the value of a 
property. The standard provides all owners with the right to an equal rate of growth in NOI 
regardless of their particular purchase and financing arrangements. By measuring reasonable 
growth in net operating income by the rate of increase in the CPI, this approach meets the twin 
objectives of “protecting” tenants from rent increases that are not justified by operating cost 
increases and increases in the CPI, and of providing regulated owners with a “fair return on 
investment.” 

Under the MNOI standard, it becomes the investor’s task to determine what investment and 
financing arrangements make sense in light of the growth in net operating income permitted 
under the fair return standard. 

In fair return challenges, appellate courts have repeatedly upheld the use of an MNOI standard.13 

In 1984, a Court of Appeal found that the MNOI standard was reasonable because it allowed an 
owner to maintain prior levels of profit. 14 In 1998, a Court of Appeal concluded that the MNOI 
formula is a “fairly constructed formula” which provides a “"just and reasonable" return on ... 
investment,” even if an alternative fair return standard – such as the rate of return on investment 
standard (discussed further below) – would provide for a higher rent. 

13 Most of the published appellate court opinions regarding fair return under rent regulation have involved 
mobilehome park rent regulations. This is a consequence of the facts that: 1) the mobilehome rent regulations are 
stricter – not allowing for increases upon vacancies, 2) some of the mobilehome rent ordinances have not allowed 
for annual across-the-board rent increases, thereby compelling owners to submit fair return petitions each time they 
desire to obtain a rent increase, 3) the stakes in mobilehome park cases are substantial due to the size of mobilehome 
parks, typically involving from one to several hundred spaces. However, in regards to fair return issues the fair 
return concepts are interchangeable with the courts relying on fair return opinions from apartment cases in 
mobilehome park cases and vice versa. 
14 Oceanside Mobilehome Park Owners' Ass'n v. City Oceanside, 157 Cal.App.3d.887 (1984); Also see Baker v. City 
of Santa Monica, 181 Cal.App.3d. 972 (1986) 
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[the] MNOI approach adopted by the Board is a "fairly constructed formula" which 
provided Rainbow a sufficiently "just and reasonable" return on its investment. ... 
The Board was not obliged to reject [an] MNOI analysis just because an historical 
cost/book value formula using Rainbow's actual cost of acquisition and a 10 
percent rate of return would have yielded a higher rent increase.15 

Typically, the base year under an MNOI standard precedes the adoption of rent control based on 
the concept that rent levels which were set in the unregulated market provided a fair return. In 
the case of San Jose, the allowable annual increases, which have substantially exceeded the rate 
of increase in the CPI, clearly have been sufficient to allow owners to preserve pre-regulation 
levels (inflation adjusted) of net operating income.(See discussion in Chapter 6) In instances in 
which an MNOI standard is adopted years after the initial adoption of rent control, owners will 
not have not have records from earlier decades and will not have been on notice that such records 
would ever be relevant in a fair rent determination. Therefore, a recent year could be used as the 
base year. Owners should have income and expense records for the last three years, since under 
federal tax law, businesses are required to retain their business records for three years. 

C. Rate of Return on Investment Standards 

In Fisher, Court indicated that a return on investment standard could provide a fair return. 
However, its qualifications about such standards illustrated the difficulties with such an 
approach. 

Rent ordinances commonly include a provision stating that their purpose is to provide a fair 
“return on investment.” However, none of the California jurisdictions with apartment rent 
regulations have used a “’rate’ of return on investment” standard. This type of standard has 
been implemented under some mobilehome park space rent ordinances. 

When rate of return on investment formulas have been used in the context of rent regulations, the 
most common formula has been: 

15 Rainbow Disposal v. Mobilehome Park Rental Review Board, 64 Cal. App.4th 1159, 1172 (1998) 

2-78



129 

FAIR RENT = OPERATING EXPENSES + X% of INVESTMENT 

The allowable rent depends on what rate of return is considered fair. The following examples 
illustrate the outcomes under a 6% and a 9% rate of return standard. 

FAIR RENT = OPERATING EXPENSES + X% of INVESTMENT 
(fair net operating income) 

$70,000 + 6% of $1,200,000 
$70,000 + $72,000 

= $142,000 
or 

$70,000 + 9% of $1,200,000 
$70,000 + $108,000 

= $178,000 

Investment is defined as the total investment (purchase price + improvements) rather than only as 
the cash investment (total investment minus mortgage borrowing). The return is the net operating 
income (income before mortgage payments), rather than only the cash flow (net operating 
income left after mortgage payments).16 In other words, the total return is compared with the 
total investment. 

Circularity of the Rate of Return on Investment Standard 

Rate of return on investment is commonly used as a measure of return by real estate analysts in 
evaluating real estate investments. Intuitively, the concept that investors should always be 
permitted a fair rate of return on their investments is commonly accepted . However, in the 
context of a fair return determination under a rent regulation, the use of a fair rate of return on 
investment standard works in a circular manner. 

In the market place, investment is determined by the expected returns. If the allowable returns 
under a price regulation are set at designated percentage of the investment, the process of 
determining what is a fair return becomes circular. Under such an approach, h the investment 
(and, therefore, the investor) determines what return and, therefore, what rents will be fair. 

16 In some jurisdictions a fair return on cash investment standard has been used. However, such standards 
discriminate among owners based on their financing arrangements. In three cases, a California Court of Appeal has 
ruled that consideration of debt service in a rent setting standard has no rational basis. Palomar Mobilehome Park 
Ass’n v. Mobile Home Rent Review Commission [San Marcos], 16 Cal.App.4th 481, 488 (1993) and Westwinds 
Mobilehome Park v. Mobilehome Park Rental Review Board [Escondido], 30 Cal.App.4th 84, 94 (1994), Colony 
Cove v. City of Carson, 220 Cal.App.4th 840, 871 (2013). 
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A leading utility text notes the fallacies and circularity of using the purchase price (the “transfer 
cost”) as the measure of investment in order to calculate fair return, in the context of a price 
regulation. 

Transfer cost does not represent a contribution of capital to public service. 
Instead, it represents a mere purchase by the present company of whatever legal 
interests in the properties were possessed by the vendor. Even under an original- 
cost standard of rate control, investors are not compensated for buying utility 
enterprises from their previous owners any more than they are compensated for 
the prices at which they may have bought public utility securities on the stock 
market. Instead, they are compensated for devoting capital to public service. ... 
The unfairness, not to say the absurdity, of a uniform rule permitting a transferee 
of a utility plant to claim his purchase price was noted by Judge Learned Hand … 
The builder who does not sell is confined for his base to his original cost; he who 
sells can assure the buyer that he may use as a base whatever he pays in good 
faith. If the builder can persuade the buyer to pay more than the original cost the 
difference becomes part of the base and the public must pay rates computed 
upon the excess. Surely this is a most undesirable distinction. (Niagara Falls 
Power Company v. Federal Power Commission, 1943 )17 

This fallacy has been generally overlooked in rent control cases. However, federal courts in New 
York have concluded that the return on investment approach does not make sense in the context 
of land use controls and rent regulation. They have noted that under the rate of return on 
investment approach, the "regulated" investor is able to regulate the allowable return by 
determining the size of the investment. In a zoning case, the Court held: 

In addition to being inconsistent with the case law, appellants' [return on 
investment] approach could lead to unfair results. For example, a focus on 
reasonable return would distinguish between property owners on the amount of 
their investments in similar properties (assuming an equal restriction upon the 
properties under the regulations) favoring those who paid more over those who 
paid less for their investments. Moreover in certain circumstances, appellants 
theory "would merely encourage property owners to transfer their property each 
time its value rose, in order to secure that appreciation which could otherwise 
be taken by the government without compensation " [cites omitted]18 

While the California courts have upheld the use of a rate of return on investment standard, they 
have noted the limitations of such an approach. In the Fisher case, the California Supreme Court 
noted that the “mechanical” application of a return on investment standard could produce 

17 Bonbright, Danielson, and Kamerschen, Principles of Public Utility Rates, 240-241 (1988, Arlington, Virginia, 
Public Utilities Reports, Inc.) 
18 Park Avenue Tower Associates v. City of New York, 746 F.2d. 135, 140 (1984). 
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“confiscatory results in some cases” and alternatively could provide for “windfall” returns of 
recent investors, who paid high prices: 

At the same time that mechanical application of the fair return on investment 
standard may have the potential to produce confiscatory results in some 
individual cases [cites omitted] it is also recognized that the standard has the 
potential for awarding windfall returns to recent investors whose purchase prices 
and interest rates are high. If the latter aspect were unregulated, use of the 
investment standard might defeat the purpose of rent price regulation.19 

On the other hand, if a “prudent” investor standard is used to try to curb abuses of a rate of return 
on investment standard by limiting what size investments will be considered in measuring what 
net operating income would be fair, the results also become circular. Under this type of approach 
the investment may be considered “prudent” only if the current rents are already adequate to 
generate a net operating income which is adequate to generate the rate of return which is 
considered reasonable. If this approach is followed no rental increase can ever be justified by the 
standard. 

Subsequent to the Fisher opinion, one Court of Appeal concluded that the argument that a 
purchase cost may be viewed as high (imprudent) is a “Catch-22.". The Court explained: 

... it is a “Catch-22” argument. It posits that a prudent investor will purchase only 
rent-controlled property for a price which provides a fair rate of return at the then- 
current (i.e. frozen) rental rates. Having done so, however, the fair market value 
is frozen ad infinitum because no one should pay more than the frozen rental rate 
permits; and existing rental rates are likewise frozen, since the investor is already 
realizing a “fair rate of return”.20 

This duality in concepts in regards to rate of return on investment standards is not an accident. It 
reflects the inevitable appearance of the two sides of a circular concept. On the one hand, there is 
the view that rate of return on investment standards should not provide windfall returns to recent 
investors and should not provide an incentive to invest as much as possible for a property by 
providing a right to charge rents that will provide a fair return on any investment. On the other 
hand, there is the view that an owner should be able to obtain a fair return on a prudent 
investment. However, if such an approach is adopted, an investment may be considered 
imprudent if the current rents do not yield a fair return on that investment. 

19 37 Cal.3d. 644, 691 (1984) 
20 Westwinds Mobile Home Park v. City of Escondido, (1994), 30 Cal.App.4th. 84, 93-94. 
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Subjectivity and Differences in How to Measure Fair Rate of Return under a Rate of 
Return on Investment Standard 

Apart from the circularity issues associated with the use of a rate of return on investment 
standard, there are substantial issues associated with the calculation of the investment (the rate 
base) and with the determination of an appropriate rate. 

In fact, rates of return vary substantially among properties, especially in times of substantial 
inflation in property values. Therefore, the net operating income (and, consequently the rent) that 
will yield a fair return on an investment made decades ago might be a fraction of the rent 
required to provide the same rate of return on the investment of a recent purchaser. 

When rate of return on investment standards are used, a host of options appear for measuring the 
investment and for the determination of a reasonable rate of return. In an adjudicatory process 
the fair return determination can turn into a mix and match process (among the alternate 
measures of investment and of a fair rate) aimed at obtaining a desired result. 

Selecting a Rate 

The selection of an appropriate rate presents one set of problems. Varying theories and/or 
statistical constructions” about how to compute what is a “fair rate” can lead to widely differing 
outcomes. One commentary, in a textbook on utility rate regulation, characterizes expert 
presentations on which particular rate is as “witches brews of statistical elaboration and 
manipulation”. 

“... as we begin sheer disgust to move away from the debacle of valuation, we 
will probably substitute a new form of Roman holiday— long-drawn-out, costly, 
confusing, expert contrived presentations, in which the simple directions of the 
Hope and Bluefield cases are turned into veritable witches’ brews of statistical 
elaboration and manipulation.21 

In mobilehome park rent stabilization fair return cases, expert witness’ projections of a fair rate 
of return have ranged from 4% to 12% (and even higher). Typically, in recent years, experts on 
behalf of mobilehome park owners have testified that a rate of return of about 9% is fair, while 
experts on behalf of cities and/or residents have contended that a fair rate is equal to the 
prevailing capitalization rate, now about 5 to 6%.22 Adjudicators’ (retired judges acting as 

21 Shepard and Gies, Utility Regulation, New Directions in Theory and Policy, 242-243 (1966, New York, Random 
House) 
22 The prevailing capitalization rate is the net operating income/purchase price rate that new purchasers are obtaining 
at the outset of their investments. When the purchase price is inflation adjusted in the fair return analysis the fair 
return also becomes inflation adjusted. 
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arbitrators, rent commissions, trial courts, and appellate courts) conclusions about what rate is 
fair have ranged from 5% to 9%. 

Measuring the Investment (The Rate Base) 

The selection of a rate base raises another set of issues. Large variations in the outcome of a fair 
return calculation can also be generated by alternate choices in regard to the measure of the 
investment (rate base). One principal issue within the return on investment debate has been over 
whether the original investment should be used as a rate base or whether that investment costs 
should be adjusted for inflation. Typically, long-term owners have investments that are low by 
current standards, while recent purchase prices have low rates of return relative to their 
investment. The problem with the return on investment approach is that in periods of inflation in 
the prices of real property, the fair return becomes a function of the length of ownership. As a 
result, the rate of return on investments in apartment buildings with comparable rents and 
operating costs will vary substantially based on the purchase date of the building. 

Some courts have held that the investment should be inflation adjusted to reflect the real amount 
of the investment in current dollars. In Cotati Alliance for Better Housing v. City of Cotati, a 
California Court of Appeal concluded that Cotati's return on investment standard was not 
confiscatory because "[t]he landlord who purchased property years ago with pre-inflation dollars 
is not limited to a return on the actual dollars invested; the Board may equate the original 
investment with current dollar values and assure a fair return accordingly."23 Commonly, if not 
usually, when rate of return on investment standards are used, the rent setting body has adjusted 
the original investment by inflation. 

However, in other instances California appellate courts have upheld the use of a formula under 
which investment was calculated in a manner virtually opposite to adjusting the original 
investment by inflation. Instead they have upheld “…taking the price paid for the property and 
deducting accumulated depreciation to arrive at a net historic value” See e.g. Palomar 
Mobilehome Park Assn. v. Mobile Home Rent Review Com. (1993), 16 Cal.App.4th 481, 487, in 
which the Court reasoned: 

[The park owner] argues that "historic cost" approach effectively transfers to 
tenants the use of $11 million in assets (the difference between the historic cost 
of the property and its current value) free of charge. It is true that in calculating a 
"fair" return, the City's proffered formula does not give park owners credit for any 
appreciation in the value of their property. Yet this is true any time a "fair return 
on investment" approach is used in lieu of a "fair return on value" formula. As we 
have explained .... both the United States and California Supreme Courts have 
approved the "investment" approach as constitutionally permissible. We are in no 

23 148 Cal.App.3d. 280, 289 (1983) 
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position to hold to the contrary by accepting Palomar's value-based test as a 
constitutional minimum. (Id. 16 Cal.App. 4th at 488) 

The table on the following page illustrates how the wide range of possible rate bases and fair 
rates possible can lead to vastly diverging results under a rate of return on investment formula. 
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Table 5.2 
Alternate Outcomes under Rate of Return on Investment Standard 

(Investment x Fair Rate = Fair Net Operating Income) 

Investment 
(Rate Base) Fair Rate 

Fair Net Operating 
Income* 

(fair rate x investment) 

$2,000,000 
original investment 
(e.g. 40 apartments x 

$50,000 / apartment unit) 

5% 
capitalization rate 

(prevailing noi/purchase 
price ratio purchases in 

2015) 

$100,000 

7% $140,000 

9% $180,000 

$1,200,000 
original investment minus 

depreciation of 
improvements 

5% $60,000 

7% $84,000 

9% $108,000 

$4,000,000 
original investment adjusted 

by CPI 

5% $200,000 

7% $280,000 

9% $360,000 

* Allowable rent = fair net operating income + operating expenses

Even if the original investment is inflation adjusted, the outcome under a rate of return on 
investment standard is heavily dependent on whether an apartment owner purchased a property 
in a low or high cycle in real estate values. The hypothetical below illustrates how the standard 
may work. An owner who paid the same price for a property in 2010 (at the end of flat cycle in 
apartment values) as an owner paid in 2000 (at the end of a surge in values) is permitted a much 
lower rent under this type of standard, because the period of inflation used to adjust the purchase 
price is much shorter. 

2-85



136 

Outcomes Under Rate of Return on Investment Formula 
Using Inflation Adjusted Investment 

Purchase Year 1990 2000 2010 2015 

Average Purchase Price/Unit 59,000 107,000 106,000 191,000 

Base Year CPI 132.1 180.2 227.469 258.572 
Current CPI 258.572 258.572 258.572 258.572 

Inflation (CPI) Adjustment of 
Original Purchase Price 96% 43% 14% 0% 

Purchase Price /Unit 
CPI Adjusted 115,486 153,536 120,494 191,000 

7% of Purchase Price 8,084 10,748 8,435 13,370 

Annual Operating Expenses/ 
Unit 5,400 5,400 5,400 5,400 

Allowable Annual Rent 
(7% of purchase price + 

operating expenses) 
13,484 16,148 13,835 18,770 

Allowable Monthly Rent 1,124 1,346 1,153 1,564 

Furthermore, under a rate of return on investment standard, the amount of rent that is required to 
provide a fair return can actually decrease as a result of a downward cycle in values (and, 
therefore, investments.). 

D. San José’s Fair Return Standard

San Jose, Oakland and San Francisco have used a different standard than either the MNOI 
standard or the rate of return on investment standard in the formulation of their fair return 
standards. Under the standards of these jurisdictions, apartment owners are allowed to pass 
through increases in operating costs over the prior year to tenants. In San Jose, when a pass- 
through is being considered in an individual rent adjustment hearing, the allowable rent increase 
over the prior year’s rent is set at an amount adequate to cover the allowable cost increases (for 
operations and maintenance, rehabilitation, and/or capital improvements) over the prior year plus 
5%. As a result, this formula allows the for the possibility of obtaining a rent increase in excess 
of the annual allowable increase of 8%. These pass-through standards, including San Jose’s 
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standard, do not provide for any consideration of what rent increases have occurred before the 
prior year and how those rent increases have compared with increases in operating expenses 
before the prior year. 

The ARO provides for pass-throughs of increases in operating expenses, rehabilitation, capital 
improvements, and debt service.24 The standard includes requirements that rehabilitation costs 
must be amortized over at least three years and capital improvements must be amortized over at 
least five years.25 Increases in debt service interest are subject to a limitation to the interest 
associated with mortgage amounts that do not exceed 70% of the value of the property. The 
regulations contain detailed rules regarding consideration of increased debt service costs.26 The 
pass-through amounts for each of the four provisions become part of next year’s base rent. 

While the ordinance and regulations provide for specific rules regarding rent increase allowances 
for cost pass-throughs, the ordinance also includes subjective directions that increases must be: 

reasonable under the circumstances, taking into consideration that the purpose 
of this chapter is to permit landlords a fair and reasonable return on the value of 
their property while protecting tenants from arbitrary, capricious, or unreasonable 
rent increases, and under certain circumstances, unjustified economic 
hardship… 

and that consideration shall be given to the: 

reasonable relationship to the purposes for which such costs were incurred and 
the value of the real property to which they are applied. 

As indicated, the City’s standard provides for the possibility that petitions for large rent increases 
may be filed by recent purchasers of apartments, in order to pass-through increases in debt 
service over the debt service level of the prior owner. 

San Francisco and Oakland’s Pass-through Provisions 

San Francisco’s pass-through provision is similar to the San Jose standard, but San Francisco’s 
standard contains two prominent limitations on pass-through increases, which are not contained 
in the ARO. Under San Francisco’s pass-through allowance, increases are limited to seven 
percent and may not be imposed more than once every five years.27

24 Sec. 17.23.440 
25 Sec. 17.23.440.A.3. 
26 Sec. 17.23.440.B.and Apartment Regulations Sec. 2.030.03. 
27 San Francisco Rent Stabilization & Arbitration Board, Rules and Regulations, Sec. 6.10(d). 
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Oakland’s pass-through provisions are also similar to those of San Jose, except that Oakland 
eliminated the debt service pass-through for newly acquired units on April 1, 2014. (This 
restriction is not applicable to units on which a bona-fide offer to purchase was made before that 
date.28) 

E. Treatment of Debt Service Expenses under San Jose’s Ordinance and
Other Ordinances and Issues Associated with Allowances for Debt Service
Expenses

Treatment of Purchase Related Increases in Debt Service under the San Jose ARO 

Under the San Jose ARO, apartment owners may pass through purchase related increases in 
interest payments of debt service (mortgages) over the interest payments of the prior owner. 
Under the ordinance and regulations pursuant to the ordinance, an investor can pass-through to 
tenants up to 80% of the increases over the prior owner’s debt-service costs.29 

The absence, prior to 2014, of petitions based on increases in debt service, may be attributable to 
a variety of reasons, including: the high turnover in apartment tenants which enabled owners to 
set a substantial portion of rents at market levels; the limited portion of units which could absorb 
additional rent increases beyond the annual increases of 8% authorized by the ordinance; 
landlord decisions to forego such increases; and/or an absence of general knowledge that such 
increases could be imposed. The debt service petitions that were filed in 2014 resulted in 
substantial increases in monthly rents ranging from $64 to $481, with an average increase of 
$199/month. In half of the cases, the increase was greater than $250/month. 

The table below sets forth the size of the buildings, the number of petitioning residents, and the 
rent increase granted in each case. 

28 City of Oakland, Rent Adjustment Board Regulations, Appendix A, Sec. 10.4. 
29 See Regulations Sec. 2.03.03 setting forth detailed rules regarding the treatment of mortgage interest payments. If 
the loan exceeds 70% of the appraised value of the property, the portion of the interest increase that can be passed 
through is limited to interest attributable to a 70% loan to value ratio 
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Table 5.3. 
Debt Service Increase Petitions under ARO 

Sale 
Date Units 

Units 
Served 
Notice 
of Rent 

Increase 

Tenants 
Petitions 

Filed 

Beginning 
Average 

Rent 

Rent Increase 
Permitted 

(Debt-Service 
Pass-Through 

Amount) 

New 
Average 
Monthly 

Rent 
Percentage 

Increase 

2008 8 2 2 $614 $481 $1,095 78% 

2014 24 17 3 $1,120 $89 $1,209 8% 

2015 8 7 6 $946 $193 $1,139 21% 

2014 6 6 6 $598 $378 $976 65% 

2013 12 12 11 $902 $300 $1,202 33% 

2014 25 1 1 $675 $114 $789 17% 

2015 7 4 1 $881 $335 $1,216 30% 

2014 6 4 2 $1,298 $209 $1,507 16% 

2015 6 5 1 $1,198 $327 $1,525 27% 

2014 4 4 4 $1,191 $408 $1,599 34% 

2015 4 4 4 $1,700 $255 $1,955 15% 

2015 4 1 1 $1,920 $230 $2,150 12% 

2014 6 4 1 $871 $64 $935 7% 

2015 4 1 1 $2,295 $305 $2,600 17% 

124 72 44 $1,158 $199 $1,357 27% 
Source: City of San Jose Housing Department, Rental Rights and Referrals Program 

Assuming current volumes of apartment sales in San Jose continue, the number of instances in 
which there is a potential for the justification for debt service pass-through under the current 
standard is substantial. The records from one real estate data service includes data on the sales of 
59 buildings with a total of 646 units that were sold in 2015 and 54 buildings with 1685 units 
that  were sold  in  2014.  In  most  of  those sales,  the  increase  in  price over the  prior sale was 
$50,000/apartment  unit  or  more  and  in  a  substantial  portion  cases  the  increase  was  over 
$100,000/apartment unit. Conservatively, assuming the increase in annual debt service is equal 
to 3% of the increase in the current purchase price over the prior purchase price, the additional 
debt  service  associated  with  a  $100,000  increase  in  purchase  would  be  equal  to  about 
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$300/month.30 In cases in which the previous owner held a property for a significant length of 
time and paid off a portion or all of the mortgage, the difference between the new and old 
mortgages would be even greater. 

Treatment of Purchase Related Debt Service Costs Under Other Rent Stabilization Ordinances 

In contrast to San Jose’s standard, six of the eleven apartment rent control ordinances 
specifically exclude consideration of debt service in setting allowable rent levels, except when 
the debt service is associated with capital improvements. Such exclusions exist in the ordinances 
of Los Angeles, Oakland, Berkeley, Santa Monica, West Hollywood, and East Palo Alto.31 

Beverly Hills ordinance does not authorize any rent adjustments for increases in debt service, but 
does not specifically state that debt service expenses are excluded.32 Also, San José’s 
Mobilehome Rent Stabilization ordinance excludes consideration of debt service costs, except 
when associated with the cost of capital improvements.33 

Under the San Francisco, Los Gatos, and Hayward ordinances, increases in debt service may be 
passed through. However, under the San Francisco ordinance, increases based on debt service 
increases are limited to 7% and in buildings with six or more units are allowed only once every 
five years. 

30 This projection is based on the assumption that 70% of the price, and, therefore 70% over the increase over the 
prior price, is financed by a mortgage and that the mortgage interest rate is 5%. Therefore, the increase in mortgage 
interest would be 5% of $70,000 =$3,500/year. 
31 Under Oakland regulation debt service pass-through were authorized until 2014. 
32 Beverly Hills Muni Code Sections 4-5-101 thru 4-5-707. 
33 San José Muni. Code Sec. 17.22.540.B.1. There are exceptions for refinancing required as a result of the terms of 
a mortgage in effect when the ordinance was adopted and for interest costs associated with the amortized costs of 
capital improvements. 
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Table 5.4 
Treatment of Purchase Mortgage Interest Expenses 

Under Apartment Rent Stabilization Ordinances 
Jurisdiction Consideration of Purchase 

Mortgage Interest Expenses 
Limitations on Allowance of Debt 

Service Expenses 
Los Angeles 

Excluded 

Oakland 
Debt service pass-through repealed on 
April 1, 2014. Pre-repeal purchasers 
exempted from repeal. 

Berkeley 
Santa Monica 
West 
Hollywood 
East Palo Alto 
Beverly Hills 

San José 

Included 

Loan to Value Ratio Limited. 
Standards contain a list of factors to be 
considered, but not a formula for how 
they would applied. 

Hayward 
Los Gatos 

San Francisco 
Increase Limited to 7% of Rent. 
Buildings of 6 units or more permitted 

only once every five years 
Source: Based on author's review of rent ordinances. 

Most of the MNOI standards in mobilehome park rent stabilization ordinances preclude 
consideration of debt service. Under the other common type of fair return standard in 
mobilehome park rent stabilization ordinances, rate of return on investment, consideration of 
debt service is also excluded because fair return is measured by the return on the total 
investment, rather than just the cash portion of the investment. (Consistent with using this 
measure of return, the rate base for measuring the return is the total investment, and the 
calculation of the return is based on consideration of the whole return, rather than return net of 
mortgage interest payments.) 

Judicial Doctrine Regarding Consideration of Debt Service Interest in Setting Allowable Rent 
Increases 

As, noted, the general judicial doctrine regarding fair return, which has been frequently reiterated 
in California appellate decisions, has been that: “[r]ent control agencies are not obliged by either 
the state or federal Constitution to fix rents by application of any particular method or 
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formula."34 However, in three cases the California Court of Appeal has held that consideration of 
debt service in a rent setting process has no rational basis.35 

Assume two identical parks both purchased at the same time for $1 million each. 
Park A is purchased for cash; Park B is heavily financed. Under Palomar's 
approach, calculating return based on total historic cost and treating interest 
payments as typical business expenses would mean that Park A would show a 
considerably higher operating income than Park B. Assuming a constant rate of 
return, the owners of Park B would be entitled to charge higher rents than the 
owners of Park A. We see no reason why this should be the case.36 

In a subsequent opinion, the same Court of Appeal reaffirmed its conclusion in regard to the 
treatment of debt service expenses. “We have previously rejected the notion that permissible 
rental rates based on a fair rate of return can vary depending solely on the fortuity of how the 
acquisition was financed.”37 

In a recent (2013) opinion, a California Court of Appeal again affirmed the view that tying rents 
to individual owners’ financing arrangements has no rational basis. 

Apart from the inequities that would result from permitting a party who financed 
its purchase of rent-controlled property to obtain higher rents than a party who 
paid all cash, there are additional reasons for disregarding debt service. …debt 
service arrangements could easily be manipulated for the purpose of obtaining 
larger rent increases, by applying for an increase based on servicing a high 
interest loan and then refinancing at a lower interest rate or paying off the loan 
after the increase was granted. Alternatively, an owner might periodically tap the 
equity in a valuable piece of rental property, thus increasing the debt load. In any 
event, we discern no rational basis for tying rents to the vagaries of individual 
owners' financing arrangements.38 

While the foregoing precedent holds that debt service should not be considered, in two cases 
around 1990, a California Court of Appeal carved out an exception to this rule. The Court held 

34 See text at notes 3-4. 
35 Palomar Mobilehome Park Ass'n v. Mobile Home Rent Review Commission [of San Marcos], 16 Cal.App. 4th 
481, 488 (1993); 
36 Id, at 489. 
37 Westwinds Mobile Home Park v. Mobilehome Park Rental Review Bd., 30 Cal.App.4th 84, 94 (1994) 
38 Colony Cove Properties v. City of Carson, 220 Cal.App. 840,871 (2013). Courts in other states have reached 
similar conclusions. In 1978, when considering the constitutionality of an apartment rent control ordinance, the New 
Jersey Supreme concluded that: “Similarly circumstanced landlords ... must be treated alike. Discrimination based 
upon the age of mortgages serves no legitimate purpose.” Helmsley v. Borough of Fort Lee, 394 A.2d. 65, 80-81 
(1978). 
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that mobilehome park owners have a vested right to have their debt service considered if the debt 
service was an allowable expense under the fair return standard in effect at the time the property 
was purchased.39 In Palacio de Anza v. Palm Springs Rent Review Commission, the Court 
concluded that the guidelines in effect when the mobilehome park was purchased created vested 
rights. 

[the guidelines]... created land-use property rights which became vested ... when 
the financing of the ... purchase was undertaken in reliance on the existing rent- 
control laws. In this sense, [the park owner] enjoys a situation or status 
analogous to that of one who had established the right to pursue a 
nonconforming use on land following a zoning change.40 

In a subsequent case, in 1991, the same court reaffirmed this conclusion.41 (Prior to these cases, 
the City Attorney’s office of San Jose reached the same conclusion.42) A repeal of a debt service 
pass-through that made an exception for units purchased prior to the repeal would conform with 
the holdings in these two cases.43

Comment 

If debt service is considered, owners who make equal investments in terms of purchase price and 
have equal operating expenses, may be entitled to differing rents depending on differences in the 
size of their mortgages and/or the terms of their financing arrangements. As indicated, in three 
cases the California Court of Appeal has ruled that such a standard has no rational basis. 

When increases in debt service can be passed through apart from other allowable rent increases, 
then the allowable rent is set at a level that provides “reimbursement” for the financed cost of 
purchasing a building. This “reimbursement” is in addition to the otherwise allowable rent 
increases that would provide a fair return by providing for increases in net operating income, 
which can be used to finance increasing debt service. 

39 Palacio de Anza v. Palm Springs Rent Review Com., 209 Cal.App.3d. 116 (1989) 
40 Palacio, Id,, 209 Cal. App.3d at 120. 
41 El Dorado Palm Springs, Ltd.v. Rent Review Com., 230 Cal.App.3d. 335 (1991). 
42 Memo from the Deputy City Attorney to the San José City Council, May 13, 1985 (“Limitations on Debt Service 
Pass Through – Retroactivity”) 
43 On the other hand, it should be noted that under judicial doctrine applicable to land use law in general there has 
been no vested right to develop based on the fact that a land use was allowed under the zoning in effect when the 
purchase was made. Instead, vested rights have been limited to situations in which construction has been permitted 
and has commenced. Also, in a recent rent control case, a federal circuit court of appeal rejected the view that pre- 
rent control purchase arrangements could create a right to be free of subsequent regulations that may diminish the 
value of the property. Rancho de Calistoga v. City of Calistoga, 800 F.3rd 1083 (2015) 
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Policy Option Comments Name Tenant/HP

1 Duplexes are such a small percentage of the properties in Beverly Hills/and should be considered as single family units. They should be exempt from rent control. Let the market determine the value. It is doing 

it well (except for bad actors of course) - other than that. No policy change - let's tend to our schools.

1 No change to 3% or CPI with cap of 5.5%. No cause evictions. Create a housing commission. Pass thru's - no capital investment impacts pass through to tenant.

1 No change Chapter 5 and 6 could benefit.

1
My first question is to clarify Option number 2. My feeling is to make it as fair as possible to both sides and to be flexible in times of very high and low inflation. The more fixed things are, the greater possibility 

of abuse. Therefore I am for the first option. Option number 3, making things closer to Ch. 5, would benefit tenants dramatically while harming housing providers. Ch. 5’s intent is for lower income tenants. So I 

would say no to that. Option number 4—portion based on CPI—is unpredictable and CPI is not reflective of housing provider’s costs. This year was an aberration in benefiting providers. I don’t think that’ll 

happen again. I again prefer option #1 because it’ll prevent abuses on both sides and it’s the least amount of work for the City. Regarding pass-throughs, my guess would be that for small housing providers, 

the red tape is so great—most small housing providers just wouldn’t do it. Do you have data? [Mr. Silvern answers: Under Ch. 5 I think only the property tax is a pass-through.] Last question. You said there are 

approximately 275 Ch. 5 tenants and 6500 Chapter 6. Then why do you say there is a total of 8600 units? [Mr. Silvern: The difference is owner/occupant.]

HP

1
I own duplexes in BH. I have a tenant who’s lived there for 26 years. I’m being depicted as a rent gouger. We have properties that are close to 100 years old. This year I was hit with a $6,000 bill. Water heater 

costs $1,400. I don’t see how CPI reflects the costs of managing properties. You can’t equate CPI business to the apartment buildings. There are other operating costs. I have the option if I can’t make a decent 

return. I’m retired, I depend on the rent. I’m a business man, if I can’t get a decent return on my investment why do I stay in this business? I could make these into condominiums. Having rent control forces 

owners out of business, which you’re taking away from the [housing] stock. Singh: CPI doesn’t take into consideration all the costs. Owner: $12,000 roofing repair. Singh: Which policy? We hear you. One 

request I have is I understand. What’s possible on both sides? We are looking to resolve, come to middle ground. Owner: No policy change.

HP

1 As you know, I’m a provider and a tenant. No policy change. To decide on this is a half-truth. Proposition 10 will limit our ability to bring below market rates up to market. No decision should be made here 

until there is a decision on prop 10. What has helped myself and fellow owners to keep the rent increases down is banking on the ability to bring it back up to market. It’s a benefit to fixed incomes to enjoy 

city services. This includes me. I’m older than 60. But I’m not guaranteed to stay here. Don’t take into consideration percentage increase, but also the ability to bring units up to market as a basis of investment. 

We didn’t anticipate tax change at the fed level.

HP

1
You’ve mentioned that the CPI for the last 16 years has been 2.1 percent, and rent increases have been [---], why do we need a cap? The market has been taking care of itself. I have tenants who are good 

tenants and I don’t raise their rent. But because we have three percent I will guarantee to raise them 3 percent. Instead you’re coming up with something that causes pain for all landlords. And now you have 

the issue of paying tenants to move out. I own a property in Santa Monica and I got out because it didn’t make sense. I have a place in Orange County, no problems, everybody is happy. Thank you.

HP

1
My name is . I only have one apartment in Beverly Hills. I am for no change. Beverly Hills is different than all the other cities you are comparing. Compare the cost of living here with Santa Monica and 

how they treat the landlords. Let’s instead compare to Culver City and Orange County. Good schools and no rent control. I have a friend who has a building here for many years who has not raised his rent. 

Now he feels his rents are low and suddenly I can’t go above 4.1% or even less? All the time he was always thinking he’s risking. Singh: Summary. Because of the fear of the limitation of rent raise, owners and 

property managers need to increase rent. Owner: I‘m proud that when BH had a problem with parking, they created more parking. The way to solve this problem […] the landlord shouldn’t be the person who 

does all the work. Regarding Proposition 10 I don’t think Beverly Hills should make any commitment now because we are too small. They shouldn’t be for or against. They shouldn’t get involved.

HP

1 My name is . My family has owned a duplex since 1964. I’m wondering if you’re taking comments on deregulating units of 4 units or less. First I have a condo, it’s not subject to rent control 

correct? [Silvern: Yes correct]. I would make the case that duplexes are more like single family homes. They are two family houses. The example is economies of scale. I used to own 20 units in Los Angeles. 

Now I own my family duplex with my cousin. In terms of economies of scale […] another thing is treating it as an apartment presents two difficulties. Should I pay someone to leave? Should I downsize and join 

my cousin in the duplex? I couldn’t move my son in. To me it’s closer to a SFH. I would support no policy change.

HP

1 I’m the cousin and our insurance is under condo insurance. That speaks to no policy change. HP

1 I’m . I live in four units. I’m surprised. I have a question. Beverly Hills is an exclusive city, one known all over the world as most expensive. I’m stuck with very low rent. I have expenses. He doubles me, 

that’s BH, that’s the way it is. The city is always adding more and more expenses (water). Also, when you meet a 3 percent, it’s going to hurt things. I have to put in a new fence. Then I can’t do it. Then 

properties are not going to look so well. If you don’t have the capital to invest you’re not going to do anything. BH is supposed to be exclusive, beautiful.

HP

1 I’m a Ch. 5 tenant. I had no idea that when I moved into my current apt that I’d stay so long. Now I’m going into retirement and I’m undergoing changes. I’m confused on what return on investment means in 

real estate. We all have changes when we invest. Ten years ago I lost six figures in the stock market. I don’t know what owners expect in profit. Is it that they can earn more money? I can see they don’t want to 

be under water but I don’t understand their objective.

Tenant

1
I’m against the change. I’ve owned a duplex for about 50 years. I redid it to be up with electricity and pipes. I asked Bank of America to remodel and other things. Plus I have mortgages. I work to pay my 

mortgage which is close to $3,000 a month. I think they shouldn’t touch duplexes. I want duplexes excluded like Santa Monica. Why should BH be so greedy?

HP

1 I came back to clarify my point from before. I want a little more freedom because of my expenses. It is my family home. I too agree with excluding duplexes. HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

No Policy Change
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

1
BH is unique. We have been sheltered from the statewide housing crisis. The problem is that there aren’t any affordable apartments. My first apartment - three working adults pay for it now. One of the things 

that has made us unique is the stability of our community. Renters have been here a long time. 60% of our school body were the children of renters. That number is down to 48%. The problem goes back to 

affordability. Landlords need to ask themselves, what community are you building? What do you want to see? We are people who send kids to school and volunteer. We’re the troop leaders. But it has reached 

a crisis level for many people. I’ve been incredibly lucky but I know that’s not the case for everyone. Recently I’ve been approached by Ch. 5 tenants. I never thought I’d see that in BH. They’re too afraid to 

report. We got to take the fear out of this. It’s not humane. Those are just some comments. Thanks city council for investment in this community. I think this is going to be their landmark legacy. I’m really 

grateful. As far as policy I’m inclined to go with #1. I have some serious concerns about pass-through, however. I don’t see how tenant should be responsible for bad management. For not addressing problems.  

I am mostly in favor of CPI but I think there should be a limit. [Sing: why do you think #1 is ok?] I run a business. I write checks. I know how costs have gone up so I see both sides. I see very clearly both sides. I 

also know I had a water leak. My landlord was right there. I was in a hotel. I was taken care of. Our landlords are taking care of critters. There is a side of this that you have to look at the business. There has to 

be a balance. Common ground. That’s a place for the city to come in. Singh: Where is that ground? Both stories. I have a questions RE sustainability of 3 percent given age of building and costs of services. 

Given historical data tells us increases have been […] something, that 3% is realistic. But there has to be protections for tenants when you look at no cause evictions, and habitability.

Almore Dax Tenant

1
I’m a pretty good sized landlord and tenant since 2003. I’m familiar with LA rules and I’m used to it. Everything is great and good. There are a lot of rules and fees. It’s not easy. It’s very tough in LA to get rid of 

a trouble tenant. I try to understand all these landlords. I recognize all of them from all the meetings. I have a feeling all the landlords who show up here are the good ones that take care of tenants. I see the 

frustration in these landlords. Tenants that show up to these meetings have negative stories and situations with their landlords. You have all the good landlords who don’t understand why we need to make 

changes combined with all the tenants who have problems. The landlords not following rules don’t show up to these meetings. I know ten landlords who would never show up to this meeting. They care about 

cashing out. I happen to live in a property. I see it from both sides. I’m a little stuck between #1 and #4. When things go up the landlord should have a certain level of support to be able to raise the rent. At the 

same time, tenants should have certain stability. If I get a rent increase of $100 I don’t care. But it could be a single mother of two kids. The number we have should give the stability to the tenants. I know 

that’s the number we’re trying to come up with. I think for the landlords in Beverly Hills there is retrofitting. I think a pass-through number on that, it’s an important item to the building and tenant. If there is 

an earthquake you may have to move out. I could see some of those things could be pass-throughs. There was a gentleman who mentioned the water heater. I’m sorry, that’s just the cost of managing 

property. I would never buy a master metering building. In November 1995 we couldn’t buy here because there wasn’t enough money to put aside. We went to the valley in Panorama City. For that moment 

it’s what we could afford. Now, over time, it grew. Even with all the laws that are coming, I will own a property in Beverly Hills. It’s got to make sense for me. I think one of the most important things in all these 

talks. I’ve seen and heard of the horror stories. To the good landlords, there are bad landlords misusing the law. You can’t bring quality tenants into the city if they have no security. [This speaker also 

advocated for getting rid of no-cause evictions]. Singh: thank you for balance.

Jess Bendixen Tenant

1 Rent and CPI have been same—what are you changing? City should come up with a way to deal with greedy landlords. I can’t afford to live here. I don’t expect a landlord to give me cheap rent. Again, I think 

the city is trying to do the right thing. But they should come up with another way than rent control.

1

I cannot attend the Sunday meeting in person as I fear it would expose me to retaliation by the landlord, especially as it's videotaped. I do appreciate that Beverly Hills is soliciting feedback and trying to have 

some reasonable rules for renters and landlords. I've lived here for 20 years and I am a teacher. So my income is okay, but it doesn't go up much year to year. Rent increases are a constant fear. This building 

was owned by a local Beverly Hills couple for decades, but when one of them passed away, it was sold to an investor.  This investor owns multiple properties, is based outside of BH, and has Essential 

Management, an LA-based company, do the actual managing. When the local BH residents owned the property, rents were raised every few years, but not too much. Since the investor took over, the rent has 

been raised the maximum allowable every time. Three years in a row, it was 10%, and now 3% given the new laws. A few years, they have tried to raise the rent after only 6 months, and it has taken a great 

deal of effort to get them to back down. During that time, there have been no upgrades to the property.  We have dirty carpets in the hallways, we've had a number of rat invasions, and screening of tenants 

has degraded with noisy and sometimes rude tenants being allowed to move in. There are holes in the side of the building. The laundry machine water has sewage in it, making it unusable. Phone calls to the 

company go unanswered, messages are not returned, and repairs, when they agree to make them, are slipshod. You can read about other people's horror stories on their yelp review site. Many of the things 

people are describing here have happened to me too.  https://www.yelp.com/biz/essential-management-los-angeles. Of course, they are very responsive about one thing: collecting rent. As a longtime renter 

here, what I'd like to suggest is: rent increases tied into inflation or capped at 3%, - rent increases and policies that match surrounding towns: Santa Monica, Culver City, West Hollywood, and Los Angeles - 

protections from being evicted. There needs to be documented proof of problem tenants' issues, be it noise, damaging the unit, etc. And then documentation that the tenant failed to change his/her ways. 

Right now, the landlord can just claim anything and say its "just cause." Most renters do not have the resources to fight this legally (otherwise, they wouldn't be renters!). The fear of this retaliation leads 

tenants to put up with problems and keep quiet. We should be able to pay online with automatic payments. Right now, we have to use checks, and there is often a problem with the company claiming checks 

never arrived. Or, they don't cash them and then claim you paid late. Every other payment in today's world, from car payments to utilities, is done automatically. Rent should be the same way, especially as a 

good track record shows you're paying on time, and helps your credit score. City inspections - the city should inspect these buildings to keep landlords on their toes.  Particularly for earthquake safety, vermin 

infestations, etc. I hope these suggestions can at least be considered, and that the city strikes a reasonable balance between the landlords' understandable desire to make money and the rights of the renters. 

Please remember the landlords are wealthy; we are not. Thanks for taking the time to read this.

Tenant

1 In 2008, unfortunately, bad landlords and investors came to the city and started charging 10% to get people out. I saw older people evicted, kids in the middle of the school year…I sincerely think 3% is more 

than enough. The council asked the landlords 10%. 25-50 dollars a year charge. We don’t have any expenses. I know the buildings are old and need to be taken care of. You have an older car you have to take 

care of it. You are already making money. You have more control than the tenants. 68% of residents are tenants. For at least one landlord there is seven tenants. One bad landlord affects 7 tenants. But one 

bad tenant only affects one landlord. I think there should be a rating. There are newer and older buildings. Rate them to see how much that landlords/person needs to maintain or upgrade whatever. Therefore 

not everyone goes on same level.

Tenant
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

2 As a tenant I would love to have consistency and the lowest rent increase possible. As an honest person, I need to acknowledge that pass-throughs for big repairs and expenses need to be amortized as a pass-

through in a reasonable fashion. I believe in a CPI increase with a cap and raising rent on Ch. 5. That would be option number 2.  As for habitability - there needs to be a level that says everything has to be 

working and at least okay. Elevators, water heaters, plumbing, HVAC, heating, cupboards, door locks, carpets/their coverings, electrical. Pass-throughs and rent increases have to remain sustainable. Beverly 

Hills is becoming a City of empty single family homes as more off shore buyers have purchased. Renters are the most vibrant population. This is where the kids fill the schools and they are leaving. As housing 

prices skyrocket single family owners are taking their kids out of public schools. Especially as our schools fail. Hawthorne is no longer sustainable - less than 400 kids. The City has a responsibility to keep the 

population varied and not homogeneous. At this time - the rents are unaffordable. Only wealthy people can live here. That's not a community. Now - only disengaged individuals can afford to live here without 

community involvement. This is not working. So many people are fearful of the next rent increase driving them out of the area. Word is out - Don't rent in Beverly Hills. The price is too high and tenants have 

no protections. The schools stink. It's no longer safe. It's just very expensive.

3 7% with large subsidies for citizens of Beverly Hills truly in need.

3 6% and pass-throughs. Number 3: keep the RSO simple. A flat fee gives everyone a very clear understanding of potential increases. One of the complaints from residents is certainty. CPI does not provide 

certainty - it's a fluctuation of market conditions that might not be that resident’s condition!!! 

3
Mayor Gold brought up unintended consequences and how we are affected. Some spoke about freeze going up will lose school population. The fact that we have rent control actually causes less students. The 

data in HR&A, 35% under 18, rent control it’s 24%. Other cities with rent controls have even less children. We’re in the real estate market. We are not in a real market. We don’t have access to the real market. 

We are handcuffed from doing things. We’ve been talking about this for two years. I propose we give both parties more what they want. I want to give the tenants truly in need what they need. But the vast 

majority have a flat increase. [Singh: How would you determine who is in need?] It would take a lot of work to determine who is in need. My belief is 99% are satisfied. I would say 1% are in need. There is not 

a dramatic widespread problem. We need to loosen control on the 99%. We need to have a fund or mechanism to subsidize those truly in need. Cancer, elderly, single mom, etc. I have a tenant who owns 90 

pairs of Prada Shoes. Why is she protected? I would say option #3. 10% is too high and 3% is too low.  I would argue for 7%. Why are we assessed 1.2% on gross just for business license? We should be able to 

add that on. If it’s 6% it should be 7%. We have to make up the money somehow. Why us as a city? When you get too far away from market you place stress on supply. You’re discouraging people from living. 

That’s not fair. There’s a natural lifecycle to a tendency. We should be helping those truly in need. We shouldn’t be subsidizing those who live comfortable lifestyles. Tenants who spoke here also send kids to 

private school. No cause is fundamental. If you don’t have control over the party you’ve lost the party. You have to be able to control who’s in and out. You can’t do that in the courts.

HP

3 Tenant and landlords. I’m in favor of #3. To your point Chuck, about expenses, they can’t be subjective. Not subjective is why there is not a concession for the 1.2 percent business tax. You pay a lot more in 

Beverly Hills. 45% utilities is more expensive. There is nothing in code that make up for these specific items. I asked last time we elaborated on not getting charged on admin fees. On every bimonthly bill we 

see it says rent control admin fee. It’s not in HR&A’s report. Landlord is paying for common area and electricity. As a tenant you should share the cost of your utility usage. Individual meters and house meters. 

If I want to take a bath the expectation is I pay for it. We should have just a straight pass-through for water and sewage.

HP

3 Maximum Annual Rent Increase preferred option #3: The City should not allow 100% of CPI as a rent increase, because landlords also get the benefit of equity increases in their property. 70%-80% seems more 

reasonable.

Tenant

3

Why don’t we provide the numbers? My point is, the landlords feel is it fair for us to give all our info to the city? Do you have data on tenants? Silvern: we don’t need to survey them. It’s available publicly. In 

terms of declining enrollment, it’s been declining since 1970s. If we want more vibrant, they are the least rent control cities. Flat fee 7%. Subsidies to those truly in need.

HP

3
We are here because some owners have less than sterling reps. It is bad business to force out good tenants. HR&A was not tasked to ask why cities didn’t push for rent control. Why do the people controlling 

things here think they know stuff other cities don’t? We want bad owners properly addressed. However, the majority of the buildings under rent control are older. It takes more to maintain function and 

appearance. RE guy who owned laboratory. Increasing costs are the problem of tenants. The owners can’t put them in the same situation where making promises they can’t fund. Those kind of promises can’t 

run a business. If we try to keep consideration of keeping good tenants under limited income. Can’t be in situation of no good deed goes unpunished. I would increases my rent less for good tenants. I use high 

end maintenance. His costs have gone up. My costs go up because of bonds. We’ve all agreed 10% is too much. 3% is unsustainable. We have increased our personal rents less than 3% except for bad tenants 

because we could allow for tenants. Prop 10 takes these tools away from us. If people invested in one set of rules and the goal posts move, those in our position are going to have to sell out to bad landlords.

HP

3
Speaking of insurance I hadn’t thought about it. My insurance went up dramatically more because of the cost of fires. I got hit with a twenty five percent increase. Another this year for homeless 

encampments. That’s not caught in CPI. We need good insurance to protect tenants. I grew up in BH and I’m trying to retire here. I don’t see how stabilization is sustainable since the city doesn’t allow for 

development. In 20 years we haven’t had any developments, very little. The housing stock is very old. Needs a lot of updating. Asbestos. We have a vermin problem and I’m now living in units. Our alley has 

two garbage cans. The dusts and flies. The city needs to deal with more services for the tenants. Last thing I want to address is pass-through’s. I called the city and they said I couldn’t do pass-through’s. They 

sent me paperwork. I did the roofs in 2017. It’s very difficult for the landlord to even petition it. I raised the rent. I am in favor #3. This way we can keep BH an entitled community. We don’t want to have two 

sets of living standards—one for SFH and other for squalid garbage ridden apartment communities. In order to maintain a nice and beautiful city we have to distinguish ourselves and know who we are and 

where we are going. My last comment […] how many cities in California [have rent control]? [Silvern: 15.] And how many cities are in California? 500 or so cities. We are talking about a small percentage. 

Culver City is beautiful, it’s coming up, they have a fantastic school system, and no rent control. If these things pass I’m taking my money out of here. Singh: summary. BH is unique. We need housing. We are 

minority in terms of having rent control. And tenants need services.

HP

Set a Maximum dollar amount by which rents may be increased annually, coupled with the existing allowable increases based on CPI

Set fixed annual maximum allowable rent percentage increase for Chapter 6 tenants
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COMMENTS, CONCERNS & SUGGESTIONS

3 I have a question. #1 no policy change, does that mean it stays at 3% or the other percentage? [Silvern: Formulas don’t change. Rent is allowed to be greater of…etc…] So 4.1% could go higher? [Yes]. So in 

looking at option #3, do we get back to setting a percentage that’s agreeable? [Paul: Applies to Ch. 6 only—eliminates the 3% floor.] Now that I’m clear about that I would choose #3. I live in a duplex. That is 

my residence and income. As many of the other speakers said, the operating costs have gone up. BH continues to raise fees. I’m not sure how the pass-through on the utilities work for Ch. 6, if you have to 

apply for that or it’s automatic. [There are certain surcharges for refuse and water costs]. It’s charged per unit, those that live in older places, with one meter, if we get a tenant who doesn’t watch the tenant, 

the costs become expensive for us owners. It’s hard to say no policy change when things go up. I can’t see operating on a percentage that is 3%, or CPI, or fixed. I know. I am looking for more freedom. Later 

clarification: I’d just like to clarify. I prefer #3, fixed amount. I am not against eliminating the floor.

HP

4 No comments.

4 Consider that LA County Board of Supervisors recently passed 3% maximum allowable rent increase! The LA County Board of Supervisors also passed Just Cause Eviction for all units. They also passed no rent 

banking! I think this needs to be taken into account. Also the Costa Hawkins will be a decisive factor it if passes. And proposition #10 is being considered here in Beverly Hills. I am for #4 - Mark gave good 

reasons. The CPI can go down. If Costa Hawkins will afford this. Do we have to wait for that? Punitive or damage charge to those landlords who don't keep the property up. Would you consider a category for 

seniors, who are retired and on a fixed income? Or retirement income - fixed - any increases can be a challenge.

4

I have a process question. When is our feedback due into council materials? [Sept 21st] Tenants support a fair return. It provides a fair income to support costs. Apartment owners have to maintain where they 

live. A fair return should cover that but it shouldn’t cover capital improvements to properties. You’ll get that back. There are other ways to provide a return than a fair return. I think tenants support costs 

sharing of admin fees (RSO office, inspection). We would support some mandated fees. The property owner shouldn’t have to pay one hundred percent. However fair return should take into account asset 

appreciation and equity, which is separate. You can maximize your equity by leveraging. You can turn around and sell it and you’ve made quite a bit of money. There is a footnote in that San Jose study that 

goes into this. Five cities in California do not index at 100% of CPI. They index at a fraction of CPI. There is a return for property owner. It gets complicated. That’s why we’re not seeing more people here [at the 

meetings] because you get into the weeds. Regarding habitability, we also support increase for performance, that code violations are resolved. We have landlords that don’t pay relocation fees. They shouldn’t 

be allowed to raise rent. There should be sanctions. A pass-through passes the risk in the market to the tenant. Careful about what pass-throughs are allowed. Tenants should not support #1. For the 

foreseeable future we’re going to see higher inflation. What matters is percentage of CPI. Doesn’t have to be one hundred percent. Overcompensates owners. #2, tenants don’t prefer this option. Max dollar 

cap function is to close the gap between lower rent paying and higher rent paying and provide a ceiling for higher rent tenants only as their increases multiply. Large compounding increases. However most 

tenants aren’t going to benefit from that. Even if it does close the gap, it doesn’t benefit lower tenants because their rent compounds. #3 we don’t prefer this option because 100% CPI remains and it doesn’t 

have to be 100%. We can’t support it on that basis alone. More importantly, for foreseeable future, there is no real gain to Ch. 6 tenants. #4 is the option we support because it implies a fraction of CPI. That’s 

important. Seven cities use a fraction of CPI. #4 also eliminates 3% floor. No reason to keep arbitrary 3 percent floor. Honestly I don’t know enough about the CPI to recommend an exact figure. [Silvern: 

reasons vary city to city]. That’s a conversation we could have today if we were going to get more into the weeds. The only place I could find was the San Jose study where they talk about it in a single 

footnote. [Paul: it’s because housing costs are already embedded in CPI]. That’s an important point, as we see housing costs increase that’s pushing rent. Option #5. Tenants can’t support. We support some 

pass throughs such as government mandated costs. As well as cost sharing for admin fees. But can’t support applying Ch. 5-like pass-throughs to Ch. 6. Ch. 5 have these because they recognized returns 

weren’t enough. But council had incrementally added these pass-throughs. Today we’re not having a pass-through discussion. We don’t support #5. Option #6 tenants can’t support but it’s a benefit to Ch. 5 

tenants because if we establish more of a process to pass through for costs, Ch. 5 have the pass throughs but 6 do not. What if tenants use too much water? Water pass throughs are already on the book. 

Tenants will benefit from a more discretionary pass through. My concern with this option is it becomes an open door for Ch. 6 raises. Do we even need pass-throughs in addition to fair return? Singh: Quick 

summary: one comment was about duplex exemption, one comment was about the risk owners make in an investment and that’s a risk that shouldn’t be able to pass-through;  made several points: 

asset building and equity building that should be taken into consideration. His alliance there should be a portion of CPI under #4 because we shouldn’t blindly follow law. You should remove floor of 3%. Last 

thing was sanctions for not conforming landlords. We should be careful with Ch. 5 and 6 with increase of burden for tenant.

Tenant

4 Favors CPI. I’m a tenant and I’m coming in late. I’ve been a property owner in LA County. I don’t know what the difference is between CPI of county and city. Here’s what I found when I owned income 

property. Every tenant should expect an increase every year because costs for owners go up. I keep hearing owners didn’t raise their rent. If I had a really good tenant I would cap it under the max because it 

was too costly to lose the tenant. When I had a problem tenant, I maxed their rent. If a tenant was costing me more money I would charge them more. I raised a problem tenant the max. You raise them the 

max. When I had the high rents I had the 6 percent. You can’t expect tenants to pay for everything. They’re paying your mortgage notes. I’m finding the landlords are unrealistic. We got six hipsters sharing a 

two bedroom apartment. Each unit has a ridiculous number of people. The landlords got a little greedy. They don’t care about putting multiple people in units. Four guys are willing to pay $3500. I come along 

with a husband and can pay $2700. The answer is no thanks. We have multiple people in units. The rents aren’t realistic. The real estate bubble is unrealistic. I know the owners have costs. I’m an owner in a no 

rent control state. When I have to replace my roof I don’t raise my tenants the max. If owners want to get the maximum, own where there is no rent control. I’m really voting kind of to the index. When things 

are good you get a good return. Drive the bad tenants out that way. If you give them a break every year you drive them out. I pay almost $2000 a month for a studio. Downstairs they pay $4000. But they did it 

to themselves.

Tenant

4

I’m following my mentor . With respect to what Dr. Finerman says, why don’t more municipalities have rent control? 36 state legislatures have preempted cities ability to have rent control. It’s 

usually in the cities where there is pressure on real estate values. Many of the legislatures have a preponderance of rural governors. Dr. Finerman talked about the difficulty of budgeting for major expenses 

like a roof, which is why landlords needed more support for net operating expenses. That’s a capital expenditure, not an operating expense. The second answer gets back to the discussion by  and the 

CPI and why there should be a fraction of, not all. Where that becomes particularly relevant is page 19 of your presentation where you point out with data from IRIM [?] and the national apartment association 

what is included in the total operating expenses. These folks at HRA got no cooperation from apartment association. No numbers from the landlords regarding profit and loss. We were able to get the profit 

and loss statements for three buildings in BH and looked at HR&A’s numbers, which were instructive. It just so happens that the AAGLA belongs to the NAA, so they presumably come from the apartment 

owners. They point out the total operating expenses of the apartment building in LA County average 32.5%. That means 67% about of all the money being taken in by apartment owners, consist of non-

operating expenses. We have three buildings. What this says is that these folks are vastly overestimating their operating expenses. They are saying they have capital expenses. We have no numbers from you. 

We are getting deep into the weeds. But we have to. Therefore, we’re going to produce a report for you and the city which demonstrates more conclusively what people are making. If you produce numbers, 

the city will be delighted to review numbers. There are no numbers being shown by any apartment owners. (He supports option 4).

Tenant

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

4 Set increases at 60% of the CPI Steven Heller Tenant

4 Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of the percentage change in CPI. - A fraction of the CPI is far preferable to 100% to keep 

in line with what other cities are doing. 

Will Rack Tenant

4 Maximum Annual Rent Increase preferred option number 4

5 Also, pass through should be tenant specific so if a resident uses a bath multiple times, they should be responsible for paying their portion of the bill. Landlords pay for common areas and residents should pay 

for their direct consumption.

6 Limit expense pass throughs. It should only be for outside 3rd party costs like government requirements or utility costs. Not routine landlord questions. Tenant

7 Owners have collected rents and interest for years. If no painting or carpeting replacement has been done why should a senior have to pay for improvements? Dealing with roaches and spiders is also a 

problem. No inspections have ever been made. Some apartments have been remodeled with extensive work and rent increased. If nothing has been done would a tenant still have to face increases in rent? 

Note: Senior Citizens under Chapter 5 & 6 should receive special consideration on all matters discussed in these meetings. Many are on a fixed income, have health issues and some are handicapped.

3 & 4

I am a retired senior citizen and have lived in Beverly Hills as a Chapter 6 tenant for almost 12 years in the same large apartment complex. My source of income is from Social Security so I am very interested in 

the Maximum Allowable Rent Increase portion of the Rent Stabilization Ordinance. I favor an option which incorporates option No. 3 together with one aspect of option No. 4. I wish that HR&A Advisors had 

suggested this as a separate option since I feel that it is a fair and equitable option. My suggested option includes the following: A. Establish a fixed maximum percentage up to which rents could be increased 

for Chapter 6 tenants. B. Eliminate the minimum 3.0 percent rent increase for Chapter 6 tenants. C. Set rent increases for Chapter 6 tenants as some fraction of the percentage change in the CPI. With regard to 

(A) above: Of the 13 other cities in the HR&A Advisors study, 8 (a majority) have established an allowable maximum rent increase percentage. Therefore, it seems fair that Beverly Hills Chapter 6 tenants 

should also have this protection which they currently do not have. But it is important that the maximum percentage not be set too high; perhaps no more than 6.0% or 7.0%. With regard to (B) above: Of the 

13 other cities in the HR&A Advisors study, 11 (a majority) have not established an allowable minimum rent increase percentage. Therefore, it seems fair that Beverly Hills Chapter 6 tenants should not be 

subject to the minimum 3.0% rent increase that they currently are subject to.  Another reason for eliminating the 3.0% increase “floor” is that it is not fair that Beverly Hills Chapter 6 tenants will not receive 

the benefit of a low CPI change when the CPI change is less than 3.0%. With regard to (C) above: Of the 13 other cities in the HR&A Advisors study, CPI change is the predominant method of measuring 

allowable annual rent increases with 11 cities using that method.  Of those 11 cities, 7 (a majority) use a fraction (between 60% and 80%) of the CPI change. Therefore, it seems fair that Beverly Hills Chapter 6 

tenants should also have their rent increase calculated as some fraction (between 60% and 80%) of the percentage change in the CPI. As you can see from my discussion above, the option I am suggesting for 

determining the maximum allowable rent increase for Beverly Hills Chapter 6 tenants incorporates all 3 of the provisions used by a majority of the other cities in the HR&A Advisors study. That seems very fair.

Tenant

4 & 5
My preference: Hybrid approach - Set maximum allowable increases entirely on a percentage of CPI, not to exceed 5%. Rationale: No other city with a rental ordinance ties maximum rental increases to 100% 

of CPI. All use a fraction of CPI, because they recognize that CPI is based on the prices of fungible goods and services. Housing is decidedly not fungible; neither tenants nor landlords should be subject to the 

vagaries of an index that doesn't reflect the imbalance of risk between the parties (because it was never intended to). A fraction of CPI is what other cities use; we should too. Moreover, allowing property 

owners to pass through to tenants costs associated with legally mandated maintenance and capital expenditures (e.g. earthquake retrofitting) would essentially legalize double-dipping, because these 

expenses can already be written off of State and Federal income taxes. Were this permitted, landlords would enjoy a dual benefit of tax relief and reimbursement from tenants!

Tenant

4 & 6 
Maximum Annual Rent Increase preferred option #: 4 & 6

Tenant

4, 6, & 7 Maximum Annual Rent Increases: A) apartment buildings must meet habitability standards in order for housing providers to increase rent.  B) Any pass through expenses must go through an application 

process (C) Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI.

Tenant

4 & 7 Hello, I have lived and rented in Beverly Hills for 30 years. As a school teacher I would not be able to live in this community without rent control. I am 100 % for the tenant positions on rent stabilization as 

stated by the renter’s alliance. Beverly Hills needs to maintain a diverse community which reflects social and economic diversity as well as social justice. Please consider and implement all of the tenant 

positions of rent stabilization.

Tenant

4 & 7
Annual rent increase policy: I support options #4 and #7. The city should create a rent increase formula that is indexed to a measurable standard (change in consumer prices) while contemplating the rate of 

change as a percentage of CPI. The city should eliminate the current Chapter 6 floor ("the greatest of 3% of 100% of CPI") and retain the maximum cap of 8% for Chapter 6 tenants ("the lessor of 8% or CPI"). 

The city should preclude pass-throughs for Chapter 6 beyond the current water penalty and trash fee and any adopted pass-through should be granted based on demonstrated need through the rent 

adjustment process. The city should embrace option #7 that would require meeting a habitability standard (if one is adopted) as a condition of any increase.

Tenant

Set a fixed annual maximum allowable rent percentage increase for Chapter 6 Tenants & Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Allow more operating expense pass-throughs for Chapter 6 housing providers without an 

application process

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Limit operating expense pass-throughs, either by precluding them or by requiring formal rent 

increase application processes

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI, Limit operating expense pass-throughs, either by precluding them or by requiring formal rent 

increase application processes & Require apartment buildings to meet habitability standards in order for housing providers to increase rents

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Require apartment buildings to meet habitability standards in order for housing providers to 

increase rents

Allow more operating expense pass throughs for Chapter 6 housing providers without an application process

Limit operating expense pass-throughs, either by precluding them or by requiring formal rent increase application processes

Require apartment buildings to meet habitability standards in order for housing providers to increase rents
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

4 & 7 Maximum Annual Rent Increase preferred option #: 4 and 7. Without a fair rental agreement the Beverly Hills renters market will soon be comprised of young trust funders whose parents at the insistence of 

the property owners co-sign the lease. This does not make a community.

Tenant

4 & 7
My name is  and I have rented my apartment at ., Beverly Hills, CA 90212 since around 2000/2001. For a number of years previously I rented an apartment at , 

Beverly Hills. I am a self-employed business-and-financial consultant for small-to-medium sized businesses. I would like the Beverly Hills Council to know that I and my neighbors have followed closely the 

efforts of the "BH Renters Alliance" and appreciate their efforts to identify, assess, and put forward policy alternatives on our behalf. Without getting into specifics, I can say that there have been prolonged 

periods in which my annual rents have been increased significantly and disproportionately in view of the time-and-money efforts of our landlord. At times, in regard to obtaining the right repairs by licensed 

contractors, I have also needed to arrange the support of the appropriate units of both Beverly Hills and the County and I appreciate the support that was provided. I also try to bring to my landlord's attention 

my renter's rights under Beverly Hills, County, and California law and regulation -- that have not infrequently been overlooked. These current policy discussions are very timely and I strongly support the policy 

options that are supported by the BH Renters Alliance. Annual rent increase policy:  supports options #4 and #7.

Tenant

4 & 7 Annual rent increase -- I support option #4 and #7 Tenant

4 & 7 Maximum Annual Rent Increase: preferred option #4 and #7. Tenant

4 & 7 Annual rent increase policy: Prefer options #4 and #7. Beverly Hills should create a rent increase formula that is indexed to a measurable standard while contemplating the rate of change as a percentage of 

CPI. The city should eliminate the current Chapter 6 floor ("the greatest of 3% of 100% of CPI") and retain the maximum cap of 8% for Chapter 6 tenants ("the lessor of 8% or CPI"). The city of Beverly Hills 

should also embrace option #7 which (if adopted) would require meeting a habitability standard a fair condition of any increase.

Tenant

4 & 7 Annual rent increase policy: Options #4 and #7. Tenant

4 & 7 Session No. 3 (Sept. 16, 2018), Maximum Annual Rent Increase, the Correct Options are Nos. 4 and 7. The others change the spirit and character of the RSO back to the failure of the "old days." Option Nos. 2 

and 3 represent retroactive thinking that led to the straight, maximum 10% model that is a recognized failure for the renting population and for the vitality of the City as a whole. Option No. 5 is absolutely 

inconsistent with renting itself. Option No. 6 protracts an extended debate over capital expense pass-through which should be ended now.

Tenant

4 & 7
Maximum Annual Rent Increase preferred option #:4 &7

Tenant

4 & 7 Annual Rent Increase: I support the Renters Alliance options 4 and 7 Tenant

4 & 7  I support Options 4 and 7. Tenant

4 & 7 Annual Rent Increase Policy: I support options #4 and #7. We are Senior Citizens living in the same building since September 15, 1987. We went through three landlords ---Our rent was increased every year --- 

Our unit is in the same condition as thirty years ago.
Tenant

4 & 7 #4 & #7 Tenant

4 & 7 #4 & 7 Tenant

4 & 7 Annual rent increase policy:  options #4 and #7.

4 & 7 I support #4 & 7 and the position of the Renters Alliance. I suggest that seniors with at least 10 years residency in Beverly Hills have limited increases of the amount halfway between CPI and Social Security 

benefit increases.

Tenant

4 & 7 Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI. I support this option. Require apartment buildings to meet 

habitability standards in order for housing providers to increase rents. I support this option.

Tenant
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

Rent Registration will keep bad actor landlords from overcharging or executing illegal evictions. The cost should be shared 50/50, as Los Angeles does. Keep in mind, please, two items that have bearing on 

Allowable Rent increase. Investors pay a premium to buy land in Beverly Hills. This is considered a luxury area and prices reflect this perception. Logic dictates investors should expect a fair return in their 

investment. I strongly believe that the age of the buildings in Beverly Hills (1940, 1950, and 1960’s) affects and limits the return. Thus, rent increases can't go too haywire or tenants would simply move. This is 

costly and poor business decision making when raises "gauge" tenants. Therefore I reiterate that the market is self-regulating. Competition from other buildings or newer buildings will always remain options. 

Landlords pay 1.2% of gross to do business in Beverly Hills. This is a considerable cost to do business. Why hasn't this been factored into the discussions versus rent raises and rent registration costs passed 

onto landlords? Option number 3 - 5% maximum. This would reflect a 5% compromise for the existing system. My thoughts after attending these 3 sessions as well as other mediation sessions with the 

professor: What are the City's goals for rent stabilization? Is this a mechanism to fill the school population? (Protect families?) Is economic diversity the goal? Is landlord compliance the goal? Without a stated 

goal, choosing a policy is confusing.

I want free market. No restrictions. Let the owner's control their own operation.

The average CPI for the past 16 years and the average rent increase have been consistent. Why do we need a maximum allowable rent increase? The system has been working without having control on rents.

Not every landlord is a bad person. If there are some, do we all have to pay? I just got a call that water is coming down, what do I do with 63 dollars a month? Some people think rents are too highs. The 

market drops to rent. Increasing 3% every year will create animosity and bad blood. I didn’t increase for years. I will have to increase, and it will cause friction.

HP

Prefers abolishing rent control. I own a building in BH. I just became an owner. I was in LA for a few years. I have properties in both areas. It’s hard to look at both sides. California is for tenants not landlords. 

Not true that a bunch of money goes into landlords pockets. Especially Beverly Hills, very high rates and mortgages, taxes, and building. One purchase doesn’t even cover the mortgage. [Other attendee 

interjects that rent is not meant to cover financing costs.] We are not only here for services, we are here for income. We have to with real estate values that are going up and up especially in Beverly Hills. Have 

to understand that owners have expenses. Singh summarizes. I prefer no rent control whatsoever. 3% is not enough. Minimum 6%.

HP

First solutions. The gentleman who spoke regarding no cause that we have to get rid of that. I think one thing so many of us have said is the answer is compromise: clearly, some kind of committee, tenant, 

landlord, city, they would have to go through a mediation process. We would allow both sides not to be disenfranchised. That way someone who shouldn’t be evicted won’t be. You will be able to avoid costs. 

400 units, 200 owner occupied. 3% are in rental pool the rest are owners. I would urge the council exempting 2 units. Last point…I am in favor of exempting owner occupied. They are an entity unto 

themselves. Family moving in should gain same rights.

HP

I’d like to reiterate I see this on both sides, having grown up in a rent controlled apartment. It encouraged my mother to stay in that rent controlled apartment. She never established equity. Never became a 

homeowner. There are two sides to the rent control issue. There are people who own the buildings in the 2 units and 4 units, it’s their income. The duplex is their income. It’s what they live off. I think when 

you establish rent control you need to take a look at the tenants who live under rent control. They rented a property in Beverly Hills to use for the schools but bought houses elsewhere. The other thing you’re 

creating is a tremendous housing shortage. Tenants hear rent control and they can’t give it up. You create an expensive decontrol factor. You create a lot of unintended effects.

HP

HI!  Thank you for all your efforts on behalf of Chapter 5 tenants and all renters. We all live near Beverly Hills High on Spalding, Young and Robbins with the bulls eye Purple subway coming through. We all met 

while walking our dogs and organized Neighborhood Watch meetings, etc. Let me speak for myself.  I have been a nervous renter for many reasons and Nester, Terrance and the great Mr. Gibson have always 

been there to support us through landlord issues. They are Saints. As you know Chapter 5 has pass through allowances. Right now our base rent does not reflect the three roof pass throughs equaling over 

$300 for the next 5 years, and rent increase of almost 4%, plus trash and water. We have lived in our apartment since October 1977. We are the only ones in our neighborhood that has just cause eviction 

status. So we have accepted the designated status to attend the stabilization meetings and share all handout materials - Why? Because they has been so badly intimidated by the fear of eviction and unfair rent 

increases. My grief comes down to the fear of losing our home.  It is not a fear it is a terror that impacts our sleep, eating habits and ongoing tensions that come with the constant never ending fear of all of 

this - for a very long time. Question: Landlords get tax deductions and insurance coverage for all of the pass through allowances.  Does this seem fair to you? Isn't this double dipping the system? Let me ask for 

your kind consideration of the following request that all pass through allowances should come with copies of the invoices we are being charged for as a sworn statement. Our landlord has not provided 

invoices with the surcharges and out of constant fear we have hunkered down and remained silent. We have all joined the Renter Alliance and attended Mark’s meetings at Roxbury Park Center. We depend 

on Mark to voice our needs below because of the member’s fear of eviction.

Tenant

No Policy Choice
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase

COMMENTS, CONCERNS & SUGGESTIONS

Dear Members of the City Council: My husband and I own a duplex in Beverly Hills which we rent out.  I am writing to express our concerns about a number of policy issues under consideration for inclusion in 

the final rent stabilization ordinance. My husband and I have attended as many of the facilitated sessions and meetings as we have been able to, but we have not yet spoken out. One reason is that we are 

somewhat hesitant to speak out, as we feel that we are outnumbered by the tenants attending the sessions. This makes sense, of course, as that are many more tenants in Beverly Hills than there are 

landlords. For this reason, we feel as though less weight is being given to the concerns of property owners than tenants. Most tenants that speak out are naturally complaining about the cost of their rent going 

up, but is equal consideration being given to the escalating cost of maintaining these rental properties? It is becoming more and more expensive to care for and maintain real estate due to the increase in 

taxes, materials, labor, and professional service costs. As property owners, we have no incentive to improve our property other than merely keeping it safe, clean, and habitable. We would personally like to 

remodel our 1936 duplex, as it still has the original kitchens and baths. But our hands are tied by not being able to ask our tenants to leave without “cause” in order to make these improvements. Our tenants 

have been in occupancy for over five years and give no indication of leaving any time soon. I heard at one of the meetings that 25% of tenants move each year. Since the rental increase restrictions were 

imposed in January of this year, I would bet that the rental market and turnover in Beverly Hills have slowed substantially. A natural turnover is healthy for a stable rental market. Regarding the maximum 

allowable annual rent increase, I feel that duplexes should be exempt, as they are more like single family dwellings. Additionally, an allowable rent increase of 3.0% is too low.  Do you actually think that the 

expense of maintaining a property only goes up 3.0% per year?  We also think that we should be able to “bank” our annual adjustments. We, for example, did not increase our tenant’s rents as much as we 

should have over the past five years. If we had known that future rental increases were going to be so restricted, we would have certainly passed through higher rent increases over the years.  Our rental 

income is now below market level and will only slip further behind. As it stands, the rent ordinance creates arbitrary winners and losers. The tenants that have been in occupancy for a long time with below 

market rents are the winners. The landlords who are unable to realize full market potential of their investment properties are the losers.  If the City of Beverly Hills wants to encourage and maintain an image 

of a safe and attractive municipality, the City Council should be concerned about property owners keeping their properties in fine condition. Instead, a restrictive rent ordinance will result in lower property 

values and less investment in the city. This, in turn, will result in less tax revenue for the city, as well as a tarnished image. There will be many unintended consequences. Finally, we hear a lot about retaliatory 

landlords, but what about retaliatory tenants?  What is a landlord to do about a nuisance tenant, who either deliberately or carelessly causes damage that leads to extra maintenance and repairs?  Landlords 

need to have the right to “no cause” evictions to eliminate trouble tenants. Please give our input every consideration.  There need to be protections and rights not only for tenants, but for the stakeholder 

property owners in Beverly Hills as well.

Just cause problem. I’ve had to use it twice in the 20 years that I’ve owned the property. One was harassment. There’s no reason for anybody to evict no cause. They’re not going to get more rent. If it was 

enforced there was no reason for anyone not to feel satisfied.

HP

I want to thank Chuck for the rent board. There’s a lot of unfinished business as it moves to city council. Related to rent increases—how are deposits handled? Increased with rent? Should deposits be accorded 

interest? What should have been on today’s agenda is the pass through. If certain access improvements need to be made that’s a fair cost pass-through. I would be happy to relieve Jimmy of his costs of 

charge. Closing comment, we all owe (council members) a real thanks for being here. They were here earlier. Two members have never shown up. Thank you for investing your time.

Tenant

In the strongest of terms I want to echo my friend Earl who suggested that there be some process, quasi-judicial, to resolve differences between landlords and tenants, which would enable us to limit no just 

cause eviction, by which we could define just cause. We really love to see some numbers. Any numbers. I’ve combed the internet for profit and loss statements. We’ve seen them for 3 buildings. Operating 

expense is 25%. The rents are higher and therefore net operating expenses are lower. Please give us some numbers. I don’t think the City of Beverly Hills can make any policy if it doesn’t have any numbers 

related to the profits of the property owners. Another point we have to reemphasize is that the elephant in the room is that a number of property owners have been making millions of dollars even on small 

properties. A building sold for 2 million is now listed for 5 million. If someone had leveraged their money on that they could have made 1000% initial equity. We’re not talking about just operating business but 

speculation. With regards to declining reenrollment, that decline started long before. That’s why it was passed to begin with. My final point is RE pass-through. If the benefits to tenants isn’t there it isn’t 

something that should be passed through. There’s a whole list in the ordinance itself. You should pass through by process of hearing, (lists appliances), this makes no sense at all. Singh: Big point is pass 

throughs and rent committee.

Tenant

I don't support the words of Options 5 & 6, but I do think the pass-through need further examination, discussion and revision.

I have attended several of the meetings/sessions presented by the City and also have reviewed the summary documents received. The basic tenet of the entire program is that landlords are permitted to 

increase rents each and every year. In a negative economy (also a poor economy for the tenants), landlords can raise rents (and they did). If the economy is good, the landlords can raise rents even more.    

How is this fair to anyone but the landlords? Landlord’s site increased expenses.  This is understood.   Tenants have rising expenses too. The difference is landlords increase rents to effortlessly cover their 

expenses and preserve profits. Tenants, on the other hand, must somehow manage rising expenses by working extra hours, changing lifestyle, relocating, etc. How is this fair to anyone but the landlords? 

Having a place to live is a necessity, not a luxury. For landlords to be allowed to levy rent increases each and every year without validation or justification is untenable. As it relates to the options proposed by 

the City, I propose a fixed increase percentage be implied in the lease and negotiated between the landlord and tenant at the time of occupancy.
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CHAPTER 5

RENT STABILIZATION, PART I

SECTION:

 Article 1. Application

4-5-101: Application

4-5-102: Exemptions

4-5-103: Waiver Of Provisions Of This Chapter; Prohibited

4-5-104: Civil Code Obligations

 Article 2. Definitions

4-5-201: Scope

4-5-202: Words Defined

 Article 3. Rent Levels

4-5-301: Excess Rents Unlawful

4-5-302: Base Rent

4-5-303: Annual Increases

4-5-304: Capital Expenditure Surcharge

4-5-305: Expenditures Mandated By Law

4-5-306: Utility Expense Surcharge

4-5-307: Surcharge For Additional Tenants

4-5-308: Water Service Penalty Surcharge

4-5-309: Refuse Fee Surcharge

4-5-310: Apartment Units Subject To Leases

4-5-311: Notices

4-5-312: Rerenting After Voluntary Vacancies

4-5-313: Base Rent After The Cessation Of Employment As Building Manager

4-5-314: Rounding Off

 Article 4. Functions And Duties Of The Hearing Officer Designated By The City Manager With Respect To Certain Rent
Adjustment Issues

4-5-401: Duties Of The Hearing Officer Designated By The City Manager

4-5-402: Adjustments For Tax Increases

4-5-403: Fees

 Article 5. Evictions

4-5-501: Evictions

4-5-502: Failure To Pay Rent

4-5-503: Violations Of Obligations

4-5-504: Maintenance Of Nuisances

4-5-505: Illegal Uses

4-5-506: Refusal To Execute Leases

4-5-507: Refusal To Provide Access

4-5-508: Unapproved Subtenants

4-5-509: Use By Landlords

4-5-510: Change Of Building Managers
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4-5-511: Demolition Or Condominium Conversions

4-5-512: Major Remodeling

4-5-513: Withdrawal Of Residential Rental Structure From The Rental Market

4-5-514: Disruptive Tenant

 Article 6. Relocation Fees

4-5-601: Fees Required

4-5-602: Time Of Payment

4-5-603: Payment To Each Tenant

4-5-604: Deposit Into Escrow

4-5-605: Amount Of Relocation Fees

4-5-606: Physical Relocation In Lieu Of Fee

4-5-607: Waiver Of Relocation Rights

 Article 7. Remedies

4-5-701: Illegal Rent Or Withholding Of Relocation Fees

4-5-702: Reduction Of Housing Services

4-5-703: Unlawful Evictions

4-5-704: Refusal To Comply With Illegal Requests

4-5-705: Civil Remedies

4-5-706: Penalties

4-5-707: Administrative Penalties

 Article 8. Registration

4-5-801: Registration Of Rental Units

ARTICLE 1.  APPLICATION
4-5-101: APPLICATION:
The provisions of this chapter shall apply to all dwelling units in the city designed for rental use or actually rented at any time on or
after May 31, 1978, except as set forth in this article. (1962 Code § 11-1.01; amd. 1988 Code)

4-5-102: EXEMPTIONS:
Notwithstanding the provisions of section 4-5-101 of this chapter, the following dwelling units shall not be subject to any provision of
this chapter:

A. Single-family residences;

B. Housing accommodations in hotels, motels, inns, and rooming houses which are rented primarily to transient guests for a
period of thirty (30) consecutive days or less, except that this chapter shall apply to any unit which has been occupied by the same
tenant for more than thirty (30) consecutive days;

C. Condominiums existing as of March 27, 1979, and condominiums created thereafter by apartment unit conversion or
redevelopment (including the demolition of an old building and the construction of a new one), provided the provisions of sections 4-
5-511 and 4-5-513 of this chapter have been complied with;

D. Dwelling units in nonprofit cooperatives owned and controlled by a majority of the residents;

E. Dwelling units which a government unit, agency, or authority owns, operates, or manages or which are specifically exempted
from municipal rent regulation by state or federal law or administrative regulation;

F. Dwelling units located in a structure completed after September 20, 1978, other than those described in subsection C of this
section;

G. Dwelling units for which validly existing apartment rental agreements provide for rents in excess of six hundred dollars
($600.00) per month; provided however, this subsection exemption shall not be applicable to any dwelling unit that was at any time
subject to the provisions of this chapter or any prior law of the city relating to rent stabilization, and the amount of rent validly
imposed exceeds six hundred dollars ($600.00) per month only because of rental increases validly imposed pursuant to the
provisions of articles 3 and 4 of this chapter or any similar prior law of the city;

H. Dwelling units that are not occupied by the tenant as the tenant's primary residence. (1962 Code § 11-1.02; amd. Ord. 89-O-
2068, eff. 8-8-1989; Ord. 01-O-2371, eff. 3-30-2001; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-2017)
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4-5-103: WAIVER OF PROVISIONS OF THIS CHAPTER; PROHIBITED:
   A.   Any provision of an apartment rental agreement or lease, or any other agreement between a landlord and a tenant, which
waives any provision of this chapter for the benefit of a tenant, including, without limitation, any provision relating to the amount of
rent to be paid for an apartment unit, shall be deemed to be against public policy and shall be void, unless expressly authorized by
state law.

   B.   This amended section is applicable to any apartment rental agreement, lease, amendment or extension, that is subject to the
provisions of this chapter and that is executed on or after December 29, 2000. This section, as it existed on December 29, 2000,
shall continue to govern any apartment rental agreement, lease, amendment or extension, that is subject to the provisions of this
chapter, and that was executed prior to December 29, 2000. (1962 Code § 11-1.03; amd. Ord. 01-O-2371, eff. 3-30-2001)

4-5-104: CIVIL CODE OBLIGATIONS:
Nothing in this chapter is intended, nor shall it be deemed, to affect or relate to obligations of the landlord and tenant pursuant to
sections 1941 and 1942, relating to tenantability of residential rental premises, of the Civil Code of the state. (1962 Code § 11-1.04)

ARTICLE 2.  DEFINITIONS
4-5-201: SCOPE:
   A.   For the purposes of this chapter, the words and phrases shall be defined as set forth herein, unless the context clearly
indicates a different meaning is intended.

   B.   Words and phrases used in this chapter which are not specifically defined shall be construed according to their context and the
customary usage of the language. (1962 Code § 11-2.01)

4-5-202: WORDS DEFINED:
APARTMENT RENTAL AGREEMENT: An agreement, verbal, written, or implied, between a landlord and tenant for the use or
occupancy of an apartment unit and for housing services.

APARTMENT UNIT: Any dwelling unit in the city of Beverly Hills rented or offered for rent for human habitation, together with the
land and accessory structures appurtenant thereto, and all housing services supplied in connection with the use or occupancy
thereof, which is not exempted under section 4-5-102 of this chapter.

BUILDING MANAGER: A person who has been retained by a landlord as the landlord's agent or employee for the purpose of
directing, controlling, or performing activities relating to a multiple- family residential building and who is entitled to monetary
compensation or a reduction in the rent for an apartment unit in such building equal to at least fifty percent (50%) of the fair market
rental value of such unit as all or a part of his or her compensation for such work or a person who has been retained by a landlord as
a caretaker to comply with chapter 4, article 3 of this title. "Building manager" shall include any other person who occupies an
apartment unit with the person who was retained as the agent or employee.

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

HOUSING SERVICES: All services connected with the use or occupancy of an apartment unit, including, but not limited to, repairs,
replacement, maintenance, painting, light, heat, water, elevator service, laundry facilities and privileges, janitor service, refuse
removal, furnishings, telephone, off street parking, and any other benefits, privileges, or facilities.

LANDLORD: An owner, lessor, sublessor, or any person, firm, corporation, partnership, or other entity entitled to receive rent for the
use of any apartment unit or the agent, representative, or successor of any of the foregoing.

MINOR: Any person younger than eighteen (18) years of age.

PRIMARY RESIDENCE: Any unit that is occupied by a tenant for at least nine (9) months out of every calendar year.

RENT: The consideration, including any bonus, benefits, or gratuity demanded or received, for or in connection with the use or
occupancy of an apartment unit or the transfer of a lease for such a unit, including, but not limited to, monies demanded or paid for
parking, for furnishings, for housing services of any kind, or for subletting.

SENIOR: Any person sixty two (62) years of age or older.

TENANT: A tenant, subtenant, lessee, sublessee, or any other person entitled to the use or occupancy of any apartment unit.

VACANCY: The departure from an apartment unit of all of the tenants. For purposes of this definition, the term "tenant" shall not
include persons who took possession of an apartment unit as sublessees or assignees after January 1, 1999, if the rental agreement
restricts or prohibits subletting or assignment, and the restriction has not been satisfied or the prohibition has not been waived.

VOLUNTARILY VACATED: The vacancy of an apartment unit by all of the tenants. "Voluntarily vacated" does not include a vacancy:
a) that is the result of a constructive eviction of the tenant, which was caused by the landlord; b) when the previous tenancy was
terminated by the landlord by notice pursuant to Civil Code section 1946; or c) when the previous tenancy was terminated due to a
change in the terms of the tenancy noticed pursuant to Civil Code section 827, except a change permitted by law in the amount of
rent or fees. (1962 Code §§ 11-2.02, 11-2.03, 11-2.04, 11-2.05, 11-2.06, 11-2.07, 11-2.08, 11-2.09; amd. Ord. 89-O-2068, eff. 8-8-
1989; Ord. 04-O-2449, eff. 6-18-2004; Ord. 17-O-2725, eff. 1-24-2017; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-
2017)
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ARTICLE 3.  RENT LEVELS
4-5-301: EXCESS RENTS UNLAWFUL:
It shall be unlawful for a landlord to charge, demand, extract, accept, receive, or retain any rent in excess of the maximum amount
which may be validly charged as computed in accordance with the provisions of this article and article 4 of this chapter. (1962 Code §
11-3.01)

4-5-302: BASE RENT:
A landlord may charge for an apartment unit a "base rent" equal to that validly charged on May 31, 1978, or on any later date when
the tenancy by a tenant begins of an apartment unit which has been voluntarily vacated. Such base rent may be recomputed
annually after a full year has elapsed from May 31, 1978, the date of the commencement of the tenancy, or the date of the last
recomputation, whichever is later, so as to increase it in accordance with the provisions of this chapter. (1962 Code § 11-3.02; amd.
1988 Code)

4-5-303: ANNUAL INCREASES:
A. For annual increases effective on any date between May 31, 1979, and May 30, 1980, inclusive, no such increase shall exceed

an amount computed in accordance with the latest published figure reflecting the increase for a twelve (12) month period in the
Urban All Items Consumer Price Index (CPI) for Los Angeles (or any successor equivalent), as published by the United States
Department of Labor, Bureau of Labor Statistics. The proper method for computing such an increase in the CPI shall be as follows:
The latest published CPI figure shall be added along with such figures for the preceding eleven (11) individual months, and, from the
sum reached, there shall be deducted the sum of such figures for the twelve (12) months further preceding the last such twelve (12)
months. That remainder shall then be divided by the lower of the two (2) sums heretofore mentioned, and the resulting figure shall
indicate the permissible maximum percentage by which the base rent may be increased by virtue of the rise in the CPI.

B. For annual increases effective on any date between May 31, 1980, and December 14, 1981, inclusive, no such increase shall
exceed a maximum of eight percent (8%).

C. For annual increases effective on or after December 15, 1981, no such increase shall exceed eight percent (8%) or the CPI as
of the date of the notice of increase, computed pursuant to subsection A of this section, whichever is less.

D. Any security deposit lawfully imposed by the landlord on a tenant may be increased by the same percentage as the base rent
may be increased, in accordance with the provisions of this section, at such time as the base rent is recomputed.

E. A landlord who is not in substantial compliance with any of the provisions of section 4-5-801 of this chapter shall not demand,
accept or retain the annual rent increase otherwise permitted by this section. (1962 Code § 11-3.03; amd. 1988 Code; Ord. 17-O-
2745, eff. 1-19-2018)

4-5-304: CAPITAL EXPENDITURE SURCHARGE:
A. At the time of the recomputation of the base rent, the landlord may further add to the apartment unit rent a surcharge for capital

expenditures for which the landlord incurred expense after the date of the last preceding rent increase in accordance with the
following criteria:

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

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

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

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

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

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

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

4-5-305: EXPENDITURES MANDATED BY LAW:
In addition to any capital expenditure surcharge permitted by section 4-5-304 of this article, the landlord may pass through to the
tenant of an apartment unit the cost of any improvement mandated by any government statute, rule, or regulation enacted after
March 24, 1981, including interest or the value of capital up to eighteen percent (18%) per annum, allocated among all the dwelling
units of the building in proportion to their size, determined in square feet, and annualized in accordance with the straight line
depreciation schedules allowed under the federal income tax laws. (1962 Code § 11-3.05; amd. 1988 Code)
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4-5-306: UTILITY EXPENSE SURCHARGE:
   A.   When the base rent of an apartment unit includes one or more of the basic and essential utility services (for example,
electricity, gas, or water, but not including such services as telephone or television cable service), at the time of the recomputation of
the base rent the landlord may further add to such apartment unit rent a surcharge for the increased cost of any such utility service
provided in accordance with the following criteria:

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

2. For recomputations done after February 28, 1981, such surcharge shall be computed by comparing the utility costs for the
year beginning March 1, and ending on the last day of February just ended, with those costs for the year preceding that year. If the
utility costs have increased by a percentage which is greater than the annual rent increase percentage which was last allowed by
section 4-5-303 of this article, any amount of such utility costs which is in excess of that amount which would have been arrived at
had the utility costs increased only by the same percentage as the annual rental increase may be passed through to the tenants in
accordance with the provisions of subsection A1 of this section.

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

4-5-307: SURCHARGE FOR ADDITIONAL TENANTS:
If an apartment rental agreement specifies the maximum number of occupants in an apartment unit but does not contain any
provision stating a specific dollar amount for an additional tenant occupying such apartment unit after the inception of the agreement,
the landlord may exercise his or her rights under state laws or may raise the rent on such apartment unit a maximum of ten percent
(10%) of the base rent for each additional tenant. If such additional tenant subsequently vacates the apartment unit, the rent shall be
reduced by the amount that was imposed pursuant to the provisions of this section. This section shall apply only when there is a
partial change in the occupancy of an apartment unit and one or more of the occupants of the apartment unit, pursuant to the rental
agreement, still remains in lawful possession of the apartment unit. (1962 Code § 11-3.07; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-308: WATER SERVICE PENALTY SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit
ninety percent (90%) of the cost of any water service penalties and/or surcharges imposed by the city pursuant to the water rate
schedule established by resolution of the city council provided that the landlord installs water conservation plumbing fixtures in such
unit in accordance with the requirements of title 9, chapter 4, article 1 of this code or voluntarily installs, at the landlord's expense,
low flow toilets or such other water saving toilets approved by the director of public works, showerhead restrictors and faucet aerators
in such unit. If the landlord does not install such water conservation plumbing fixtures, the landlord shall be liable for and pay without
any pass through to the tenant all penalties and/or surcharges imposed by the city on the landlord's apartment units.

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

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

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

4-5-309: REFUSE FEE SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit the
cost of any refuse fee imposed by the city pursuant to a resolution or ordinance of the city council.

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

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

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

4-5-310: APARTMENT UNITS SUBJECT TO LEASES:
   A.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and such
agreement expires, and the annual rent increases during the period of the agreement have not at least equaled the total annual
increases which would have been allowed pursuant to section 4-5-303 of this article, then, upon the expiration of such agreement,
the landlord, at his or her option, may adjust the base rent of the apartment unit upward to a level not exceeding that which could
have been imposed during the period of the agreement but for the existence of the agreement; provided, however, such period shall
not be greater than three (3) years. Notice of the landlord's election to exercise such option shall be given to the tenant not less than
thirty (30) days prior to the expiration of such agreement.

   B.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and the
landlord has made capital expenditures during the term of the agreement, then, upon the expiration of such agreement, the landlord,
at his or her option, may add to the rent for such apartment unit a capital expenditure surcharge in an amount which could have been
imposed pursuant to the provisions of section 4-5-304 of this article but for the existence of such agreement for capital expenditures
incurred by the landlord during the period of the agreement; provided, however, such period shall not be greater than three (3) years.
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Notice of the landlord's election to exercise such option shall be given to the tenant not less than thirty (30) days prior to the
expiration of such agreement.

   C.   If an apartment unit has been subject to a written apartment rental agreement for a time period longer than one year, and the
rent of such apartment unit included one or more of the basic and essential utility services, as defined in section 4-5-306 of this
article, then, upon the expiration of such agreement, the landlord, at his option, may add to the rent for such apartment unit a
surcharge for utility expense calculated pursuant to the provisions of said section 4-5-306 of this article by comparing the utility
billings available for the year immediately prior to the expiration of such agreement, such year to end with the month which contains
the latest utility billings available at the time of the computation, with the next year immediately preceding such year. If the utility costs
have increased by a percentage which is greater than the percentage of increase provided in the lease for the year just ended
compared to the year immediately preceding, any amount of such utility costs which is in excess of that amount which would have
been arrived at had the utility costs increased only by the same percentage as the annual rental increase may be passed through to
the tenant, prorated among all the units whose base rent includes such utility service on a square footage basis, and payable one-
twelfth (1/12) per month. Notice of the landlord's election to exercise such option shall be given to the tenant not less than thirty (30)
days prior to the expiration of such agreement. (1962 Code § 11-3.09; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-
9-1992)

4-5-311: NOTICES:
   A.   A landlord shall not be authorized to place into effect any apartment unit rent increase unless the landlord has given to the
tenant(s) involved advance written notice of the proposed rent increase in accordance with the requirements of state law. The notice
shall state the basis justifying the rent increase and shall advise the tenant that records and documentation verifying the increase will
be made available for inspection by the tenant or the tenant's representative upon request.

   B.   Any rent increase notice which specifies a future rent level higher than that permitted by the provisions of this chapter shall not
be deemed void by reason of that fact alone, but shall be effective as a notice of rent increase to the permissible level, and the
tenant may refuse to pay that portion of the increase which is in excess of the permissible level.

   C.   No rent increase otherwise allowable under the provisions of this chapter shall be imposed unless the landlord has
conspicuously posted and maintained in the lobby, hallway, or other similarly public location in the apartment building the name,
address, and telephone number of either the owner of the building, or the owner's authorized agent, and has provided each tenant
with a written statement of such information so that tenants can communicate readily with such owner or agent. (1962 Code § 11-
3.09; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992; Ord. 04-O-2449, eff. 6-18-2004)

4-5-312: RERENTING AFTER VOLUNTARY VACANCIES:
   A.   Whenever an apartment unit is voluntarily vacated by all the tenants occupying such apartment unit, the provisions of this
chapter shall be of no force or effect with respect to the rerental of the apartment unit; provided, however, such unit shall again
become subject to the provisions of this chapter upon rerental unless such unit is exempted by section 4-5-102 of this chapter. So
long as such unit continues to be rented to one or more of those persons who rented such unit when it was subject to the provisions
of this chapter or any prior law of the city relating to rent stabilization, such rent shall not exceed that allowable under the provisions
of this chapter, nor shall the level of housing services be reduced.

   B.   Notwithstanding any provision of subsection A of this section to the contrary, if an apartment unit has been vacated following a
notice of eviction for the purpose of demolishing or moving the apartment building, converting the apartment unit to condominium
use, or remodeling the apartment unit, and the apartment unit is subsequently rerented, such apartment unit shall be subject to the
provisions of this chapter until such time as such subsequent tenant has occupied the apartment unit for at least one year. If such
subsequent tenant voluntarily vacates the apartment unit after the one year period, the provisions of subsection A of this section
shall apply. (1962 Code § 11-3.10; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

4-5-313: BASE RENT AFTER THE CESSATION OF EMPLOYMENT AS BUILDING MANAGER:
If a building manager ceases to perform services as a building manager and, with the agreement of the landlord, remains in the
apartment unit he or she occupied while a building manager, the landlord, at his or her option, may adjust the base rent of the
apartment unit upward to a level not exceeding that which could have been imposed during the period when such tenant was acting
as building manager but for the fact of such tenant's status as building manager. The landlord may also impose any capital
expenditure surcharge and utility expense surcharge in amounts equal to those which have been validly imposed upon an apartment
building which were not imposed on such tenant because of such tenant's status as building manager. (1962 Code § 11-3.11; amd.
Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

4-5-314: ROUNDING OFF:
Any base rent and any rental increase permitted by any provision of this chapter may be rounded off by increasing the amount to the
nearest whole dollar if it is fifty cents ($0.50) or more or by decreasing the amount to the nearest whole dollar if it is forty nine cents
($0.49) or less. (1962 Code § 11-3.12; amd. Ord. 91-O-2118, eff. 5-24-1991; Ord. 91-O-2135, eff. 1-9-1992)

ARTICLE 4.  FUNCTIONS AND DUTIES OF THE HEARING OFFICER DESIGNATED BY
THE CITY MANAGER WITH   RESPECT TO CERTAIN RENT ADJUSTMENT ISSUES

4-5-401: DUTIES OF THE HEARING OFFICERS DESIGNATED BY THE CITY MANAGER:
   A.   A hearing officer designated by the city manager ("hearing officer") shall have the power and authority to receive applications
from landlords for special increases above those permitted by article 3 of this chapter based on hardship. To hear such matters
(subject to the applicable rules and requirements of due process), and to render binding decisions in such matters, subject to the
rights of appeal by aggrieved parties who have direct interests in particular decisions pursuant to the procedures prescribed by title
1, chapter 4 of this code. The hearing officer may grant any such application when the hearing officer determines that such relief is
necessary in order to:
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1. Implement the purposes of this chapter and to protect the public health and welfare, with particular reference to protecting the
occupants of apartment units from unreasonable rent increases, while at the same time recognizing the landlord's need to have the
rent be sufficient to cover maintenance and the costs of operation of the building, and encouraging capital improvements; or

2. Prevent the strict application of this chapter from imposing an undue economic hardship upon a landlord in a particular case
of special circumstances; or

3. Prevent the provisions of this chapter from operating in an unreasonable or illegal manner in the particular circumstances of
an applicant.

 B.   The hearing officer shall also have jurisdiction to hear and decide the following matters:

1. Should a dispute or disagreement arise from or concerning the status of any tenant as a building manager, the tenant or the
landlord may apply to the hearing officer for the resolution of the dispute or disagreement, and the hearing officer shall have
jurisdiction to decide the question. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are
concerned.

2. Should a dispute or disagreement arise concerning the validity or amount of any capital expenditure surcharge collected or
proposed to be charged by the landlord pursuant to section 4-5-304 or 4-5-308 of this chapter, the tenant or the landlord may apply to
the hearing officer for the resolution of the dispute or disagreement, and the hearing officer shall have jurisdiction to decide the
question. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are concerned. If the amount of
the capital expenditure appears to be excessive, the hearing officer shall reduce the surcharge to a reasonable amount.

3. Should a dispute arise concerning the validity and/or amount of any utility surcharge collected or proposed to be charged by a
landlord pursuant to section 4-5-306 or 4-5-308 of this chapter, the tenant or the landlord may apply to the hearing officer for the
resolution of the dispute, and the hearing officer shall have jurisdiction to decide the question. Any ruling of the hearing officer
thereon shall be final insofar as administrative processes are concerned.

4. If a tenant refuses to consent to a proposal by a landlord to make capital expenditures to the interior of such tenant's
apartment unit, and the landlord believes such refusal is unreasonable, the landlord may apply to the hearing officer for permission to
add a capital expenditure surcharge for such work, regardless of the tenant's refusal, and the hearing officer shall have jurisdiction to
decide the issue. Any ruling of the hearing officer thereon shall be final insofar as administrative processes are concerned.

5. If a landlord, tenant, and/or other claimant has been unable to agree to the distribution of a relocation fee deposited into
escrow pursuant to section 4-5-604 of this chapter, and more than thirty (30) days from the date the notice of deposit was given has
passed, the division and distribution of the relocation fee shall be determined by the hearing officer following a hearing on the matter.
The landlord and each person who received notice of the deposit shall be notified of the time and place of such hearing not less than
ten (10) days prior to such hearing. The hearing officer's decision in such matter shall be final, subject to an appeal to the council
pursuant to the procedures set forth in title 1, chapter 4 of this code.

   C.   Any decision of the hearing officer referred to in subsections B1, B2, B3 and B4 of this section, which cannot be appealed to
the city council, may be reconsidered by the hearing officer if the decision was based on incorrect information or erroneous data
provided to the hearing officer at the hearing on the matter. In order for the hearing officer to reconsider a decision pursuant to this
subsection C:

1. A written request for reconsideration must be filed with the department of building and safety within one year after the date of
adoption of the hearing officer's resolution regarding the particular case; and

2. After reviewing the reconsideration request, the city's file concerning the matter, and any other relevant information, the
department of building and safety concurs that the hearing officer's decision was based on incorrect information or erroneous data
and recommends that the hearing officer modify his or her prior decision. Only that portion of the hearing officer's decision which was
based upon the incorrect information or erroneous data may be reconsidered by the hearing officer pursuant to this subsection.

   D.   Any decision of the hearing officer referred to in subsections B1, B2, B3 and B4 of this section, which cannot be appealed to
the city council or reconsidered by the hearing officer pursuant to subsection C of this section, is a final decision that is subject to
judicial review pursuant to California Code of Civil Procedure section 1094.5 and must be filed in accordance with the time periods
specified therein. (1962 Code § 11-4.02; amd. Ord. 94-O-2200, eff. 7-8-1994; Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff. 6-
18-2004)

4-5-402: ADJUSTMENTS FOR TAX INCREASES:
   A.   If a landlord seeks a special hardship rent increase because of an increase in the amount of property taxes assessed against
an apartment building, a hearing officer designated by the city manager ("hearing officer") may grant such an increase in accordance
with the criteria set forth in subsection 4-5-401A1 of this article and the following criteria:

1. A determination will be made of each apartment unit's share of the increased property tax by comparing the square footage
of the apartment unit to all dwelling units in the building.

2. A maximum of five percent (5%) of the base rent of an apartment unit may be added to the rent of such apartment unit,
divided into twelve (12) equal monthly payments per year. In determining the amount of increase to impose under this section, the
hearing officer shall consider the apartment unit's share of the increased property tax and the rent levels of all dwelling units in the
building.

   B.   The hearing officer shall determine the period of time when any special hardship rent increase granted pursuant to subsection
A of this section shall be valid; provided, however, such period shall not exceed three (3) years. At the end of such time, a landlord
may apply to the hearing officer for a continuation of the increase. The hearing officer may grant such continuation if it meets the
criteria set forth in subsection A of this section.

C.   Notwithstanding the provisions of subsection B of this section, if any ownership interest in an apartment building is transferred,
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any special hardship rent increase granted pursuant to this section shall become null and void as of the date of such transfer. A new
owner may apply for a special hardship rent increase pursuant to the provisions of this article.

   D.   Any decision of the hearing officer referred to in subsection A of this section is a final decision that is subject to judicial review
pursuant to California Code of Civil Procedure section 1094.5 and must be filed in accordance with the time periods specified
therein. (1962 Code § 11-4.03; amd. Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff. 6-18-2004)

4-5-403: FEES:
The council shall establish by ordinance or resolution the charges and fees to be paid by any applicant to defray the expenses of the
city in processing any application made pursuant to any provision of this chapter. (1962 Code § 11-4.04; amd. Ord. 98-O-2299, eff. 6-
5-1998)

ARTICLE 5.  EVICTIONS
4-5-501: EVICTIONS:
It is unlawful for a landlord to bring an action to recover the possession of an apartment unit except upon a ground specified in this
article. (1962 Code § 11-5.01)

4-5-502: FAILURE TO PAY RENT:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has failed to pay the rent to which the
landlord is entitled or any surcharge which has been lawfully imposed. (1962 Code § 11-5.02; amd. Ord. 91-O-2135, eff. 1-9-1992)

4-5-503: VIOLATIONS OF OBLIGATIONS:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has violated an obligation or covenant of
the tenancy, including, but not limited to, any obligation in a written apartment rental agreement, other than the obligation to render
possession upon proper notice, and has failed to cure such violation after having received written notice thereof from the landlord.
(1962 Code § 11-5.03)

4-5-504: MAINTENANCE OF NUISANCES:
A landlord may bring an action to recover the possession of an apartment unit if the tenant is committing or permitting to exist a
nuisance in, or is causing damage to, the apartment unit or to the appurtenances thereof, or to the common areas of the complex
containing the apartment unit, or is creating an unreasonable interference with the comfort, safety, or enjoyment of any of the other
residents of the same or any adjacent building. (1962 Code § 11-5.04)

4-5-505: ILLEGAL USES:
   A.   A landlord may bring any action to recover the possession of an apartment unit if the tenant is using or permitting an apartment
unit to be used for an illegal purpose.

   B.   For the purposes of this section, "illegal purpose" shall mean and include, but not be limited to, the occupancy of the
apartment unit by a number of persons in excess of the following numbers:

Bachelor/single 3 persons
1 bedroom of 1,200 square feet or less 4 persons
1 bedroom in excess of 1,200 square feet 5 persons
2 bedrooms of 1,500 square feet or less 5 persons
2 bedrooms in excess of 1,500 square feet 6 persons
3 bedrooms of 2,100 square feet or less 7 persons
3 or more bedrooms in excess of 2,100 square feet 8 persons

(1962 Code § 11-5.05)

4-5-506: REFUSAL TO EXECUTE LEASES:
A landlord may bring an action to recover the possession of an apartment unit following the expiration of a written apartment rental
agreement, or any written renewal or extension thereof, if a tenant who had such an agreement has refused to execute a written
renewal or extension thereof provided all of the following conditions are met:

   A.   The landlord made a written request or demand for such renewal or extension at least thirty (30) days prior to the date such
agreement expired;

 B.   The proposed renewal or extension was for a term of the same duration as the agreement which expired; and

   C.   The proposed renewal or extension contained the same terms and conditions as the agreement which expired provided the
rent level in such proposed renewal or extension has been determined in accordance with the requirements of article 3 of this
chapter. (1962 Code § 11-5.06)

4-5-507: REFUSAL TO PROVIDE ACCESS:
A landlord may bring an action to recover the possession of an apartment unit if the tenant has refused the landlord reasonable
access to the unit for the purpose of making repairs or improvements, or for the purpose of inspection as permitted or required by an
apartment rental agreement or by law, or for the purpose of showing the apartment unit to any prospective purchaser or mortgagee.
(1962 Code § 11-5.07)
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4-5-508: UNAPPROVED SUBTENANTS:
A landlord may bring an action to recover the possession of an apartment unit if the person in possession of the apartment unit at the
end of the term of any apartment rental agreement is a subtenant who was not approved by the landlord. This section shall not be
deemed to invalidate any provision in any written apartment rental agreement pertaining to the assignment or subleasing of an
apartment unit. (1962 Code § 11-5.08)

4-5-509: USE BY LANDLORDS:
   A.   A landlord may recover the possession of an apartment unit if the landlord seeks in good faith to recover such possession for
use and occupancy by the landlord or the landlord's spouse, children, or parents provided all of the following conditions are met:

1. The landlord has provided not less than ninety (90) days' written notice of tenancy termination to the tenant, which notice
specifies the name and then current address of the proposed occupant, and has filed a copy of such notice with the city clerk prior to
serving such notice upon the tenant;

2. The tenant is paid a relocation fee in accordance with the provisions of article 6 of this chapter; and

3. At no time during the ninety (90) day notice period is there a vacant apartment unit in the building comparable to the one
sought by the landlord; and

4. The unit to be recovered by the landlord is occupied by the most recent tenant(s) to occupy a unit comparable to the type of
unit sought by the landlord or relative described in subsection A of 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
landlord or relative. If there are one or more comparable units in such case, the landlord 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 five (65) years of age or older. Whether a unit is comparable to the type of unit sought by the landlord or relative
shall be determined by the city.

   B.   A landlord may recover the possession of only one apartment unit located on the same parcel of land for the purposes set forth
in this section, regardless of the number of buildings on such parcel.

   C.   If the landlord or the landlord's relative, as defined in subsection A of this section, occupies an apartment unit obtained
pursuant to the provisions of this section for at least one year, such apartment unit shall be deemed to be exempt from the
provisions of this chapter; provided, however, if such apartment unit is subsequently rerented to a person who is not the landlord or
such relative of the landlord for a rental amount less than that set forth in subsection 4-5-102G of this chapter, such apartment unit
shall again be subject to the provisions of this chapter.

   D.   For the purposes of this section only, "landlord" shall mean only such natural persons as have the largest ownership interest in
the building or in the entity owning the building.

   E.   There shall be a rebuttable presumption that the landlord has not acted in good faith if the owner or relative for whom the
tenant was evicted does not move into the apartment unit within thirty (30) days and occupy said unit for a minimum of twelve (12)
continuous months thereafter. In situations when the apartment unit is being remodeled pursuant to a building permit issued by the
city, the thirty (30) day period shall commence when the final inspection of the remodeling work is performed and approved by the
city's department of building and safety. (1962 Code § 11-5.09; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-510: CHANGE OF BUILDING MANAGERS:
A landlord may bring an action to recover the possession of an apartment unit if the landlord seeks in good faith to recover the
possession of an apartment unit then occupied by an apartment building manager whose employment as such has been, or is to be,
terminated, and such possession is needed for the sole purpose of occupancy by a new manager. (1962 Code § 11-5.10)

4-5-511: DEMOLITION OR CONDOMINIUM CONVERSIONS:
A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover possession
so as to demolish or move the building or to convert apartment units into condominiums, stock cooperatives, or community
apartments provided there is compliance with all of the following conditions:

   A.   The landlord has given the tenant not less than ninety (90) days' written notice, which has been approved by the city's rent
stabilization office, that such tenancy shall terminate on a date after April 1, 1979. The notice shall state the specific reason for giving
such notice and shall be deemed to include a representation and agreement by the landlord that the recovery of possession of the
apartment unit is solely for a reason within the scope of this section and for no other reason. If payment of the relocation fees
required by article 6 of this chapter does not accompany such notice, such notice shall also specify the amount of the relocation fees
so required and that the tenant may collect such fees at the time the tenant vacates the unit. Such notice shall not be required if:

1. The demolition of the building has been mandated by law to be performed at an earlier date; or

2. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been rerented to a new
tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given to the
prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the city clerk
within one week after such new tenant begins the occupancy of the apartment unit; or

3. A prior written notice which specified less than one year's notice has been given, and the tenant has been notified in writing,
within thirty (30) days after August 21, 1979, that the prior written notice shall be considered an effective one year notice under this
section.

 B.   The notice required by subsection A of this section shall not be given or served until such time as the landlord has:

1. Filed all necessary applications for the proposed project or development including, but not limited to, application for a
demolition permit, moving permit or tentative map and paid all of the fees required by the city in connection with such applications;
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2. Notified the city's rent stabilization department that an application to convert apartment units to condominiums or to move or
demolish the building has been filed with any other department of the city so that notice of such filing may be given to the tenants at
the property; and

3. That all permits or approvals necessary to commence demolition, removal or conversion have been issued.

   C.   No notice of tenancy termination given pursuant to this section after February 24, 1981, shall be effective unless all the
applicable provisions of this chapter have been complied with, and a copy of such notice has been placed on file with the city clerk
prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each building for which notices
of tenancy termination are to be filed with the city clerk shall be paid to the city for processing the notices prior to the filing of a notice
with the city clerk. Where there are more than ten (10) apartment units in a building which are subject to this provision of this chapter,
and for which notices of tenancy termination have been given, an additional fee of ten dollars ($10.00) shall be paid to the city for
each unit in excess of ten (10) units for which a notice of tenancy termination is given.

   D.   A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of article 6 of this chapter. If
an apartment unit vacated pursuant to this section has been rerented, the new tenant shall not be entitled to any relocation fee or
other relocation benefit if he or she received the notices required by subsections A2 and E of this section.

   E.   Any apartment unit vacated pursuant to this section, if rerented, shall remain subject to the provisions of this chapter, and it
shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents and the duration of the notice of
termination. A copy of such notice shall be filed with the city clerk within one week after the new tenant begins occupancy of the
apartment unit.

   F.   No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of any required notice period, the payment or deposit into escrow of the relocation fee
specified in article 6 of this chapter, and that demolition or moving or the work of conversion into condominiums will commence within
sixty (60) days after the filing of such complaint.

   G.   The provisions of this section shall not apply to a building manager who is entitled to the occupancy of an apartment unit solely
because of his or her position as building manager. (1962 Code § 11-5.11; amd. Ord. 89-O-2068, eff. 8-8-1989)

4-5-512: MAJOR REMODELING:
   A.   A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover
possession so as to do alteration work on the building for the purposes of major remodeling provided that there is compliance with
all of the following conditions:

1. The landlord has given the tenant not less than one year's written notice that such tenancy shall terminate. The notice shall
state the specific reason for giving such notice and shall be deemed to include a representation and agreement by the landlord that
the recovery of possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. Such
notice shall contain a statement of the rights of the tenants pursuant to this section and article 6 of this chapter and shall be approved
by the city. Such notice shall not be required if:

a. Major remodeling of the building has been mandated by law to be performed at an earlier date; or

b. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been rerented to a new
tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given to the
prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the city clerk
within one week after such new tenant begins the occupancy of the apartment unit.

2. The notice required by subsection A1 of this section shall not be given or served until such time as the landlord has received
approval for the giving of such notice by the hearing officer. Such approval shall be given upon a showing by the landlord that written
notice was received from the building official that the landlord has complied with all requirements, except for approval of final plans,
for the issuance of a building permit for the purpose of major remodeling. The landlord shall file with the application for giving notice a
copy of the final plans and specifications for the proposed remodeling. The hearing officer designated by the city manager ("hearing
officer") shall establish the estimated new rent for the remodeled unit which shall not exceed one hundred fifty percent (150%) of the
previous base rent. The notice required by subsection A1 of this section shall include such estimated new rent.

3. No notice of tenancy termination given pursuant to this section after February 11, 1986, shall be effective unless all the
applicable provisions of this chapter have been complied with and a copy of such notice has been placed on file with the city clerk
prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each building for which notices
of tenancy termination are to be filed with the city clerk shall be paid to the city for processing the notices prior to the filing of a notice
with the city clerk. Where there are more than ten (10) apartment units in a building which are subject to this provision of this chapter,
and for which notices of tenancy termination have been given, an additional minimum fee of ten dollars ($10.00) shall be paid to the
city for each unit in excess of ten (10) units for which a notice of tenancy termination is given.

4. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of article 6 of this chapter. If
an apartment unit vacated pursuant to this section has been rerented the new tenant shall not be entitled to any relocation fee or
other relocation benefit if he or she received the notices required by subsections A1a, A1b and A2 of this section.

   B.   Any apartment unit vacated pursuant to this section if rerented after eviction but prior to remodeling, shall remain subject to the
provisions of this chapter, and it shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents
and the duration of the notice of termination. A copy of such notice shall be filed with the city clerk within one week after the new
tenant begins occupancy of the apartment unit.

   C.   Any provision of this chapter notwithstanding, in lieu of receiving a relocation fee or being relocated to a comparable unit, a
tenant, within sixty (60) days after the service of the one year notice of tenancy termination required by subsection A of this section,
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may elect to relocate to a comparable unit in the building to be remodeled. The comparability of the replacement unit shall be
determined by the city. For the purposes of this subsection, "comparability" shall mean a unit with the same number of bedrooms as
the unit vacated, and which is in a clean, functional, and secure state.

   D.   Should a tenant elect to be relocated to a comparable unit in the building to be remodeled, he or she shall serve written notice
of such election on the landlord and file a copy thereof with the city clerk. Such notice shall be served and filed within sixty (60) days
after service of the one year notice of tenancy termination required by subsection A of this section. Upon the service and filing of the
required notice of election within the time set forth herein, the notice of tenancy termination shall become null and void as to that
tenant for the purposes of eviction. Upon the receipt of multiple notices required hereby, the landlord shall make an application to the
hearing officer for a determination of the order of relocation. The hearing officer shall determine the order of relocation, taking into
consideration the relative hardships relocation will place on the tenants electing to relocate hereunder.

   E.   Upon the approval of the order of relocation as provided for in subsection D of this section, or if only one notice of election is
received by the landlord, the landlord shall serve upon the tenant(s) and shall file a copy thereof with the city clerk notice of
availability of the replacement unit. The tenant shall have thirty (30) days after the service and filing of the notice of availability to
relocate to the replacement unit. The landlord shall pay the reasonable cost of such relocation. Any disagreement between the
landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the hearing officer for resolution.
Should a tenant fail to relocate to the replacement unit within said thirty (30) days, the tenant shall vacate the unit within ninety (90)
days after the date the notice of availability of the replacement unit was served and filed, and the landlord shall be relieved of the
obligation of paying any further fees or costs provided for in this chapter.

   F.   Upon the completion of the remodeling, the landlord shall serve upon tenant(s) and shall file a copy thereof with the city clerk
notice of availability of the remodeled unit. The tenant shall have thirty (30) days after the service and filing of the notice of
availability of the remodeled unit to relocate. The landlord shall pay the reasonable cost of such relocation. Any disagreement
between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the hearing officer for
resolution. Should a tenant fail to relocate to the remodeled unit within said thirty (30) days, the tenant shall vacate the replacement
unit within ninety (90) days after the date the notice of availability of the remodeled unit was served and filed, and the landlord shall
be relieved of the obligation of paying any further fees or costs provided for in this chapter; provided, however, the landlord shall not
be relieved of the obligation of paying fees or costs provided for in this chapter if the new base rent is in excess of the estimated
base rent.

   G.   If an apartment unit has been vacated for major remodeling, upon the completion of such remodeling the new allowable base
rent for the apartment unit shall not exceed an amount equal to the previous base rent increased by the actual amount expended on
such remodeling, including such items as interest or the value of capital up to eighteen percent (18%) per annum, and any fees or
costs required to be paid to or on behalf of tenants pursuant to the provisions of this chapter, amortized in accordance with the
straight line depreciation schedules allowed under the federal income tax law, but in no case less than five (5) years. The tenant
evicted for the purpose of such remodeling shall have a right of first refusal to rent the remodeled apartment unit provided such right
is exercised within thirty (30) days after the landlord notifies the tenant when the apartment unit will be ready to be rented. If such
tenant rerents the remodeled apartment unit, the landlord may increase the actual rent chargeable to such tenant at the time he or
she actually occupies the unit to the new base rent allowed by this subsection or twenty percent (20%) above the estimated rent,
whichever is less; provided, however, if a tenant elects to relocate as provided for in subsection C of this section, the new base rent
shall not be applicable until one year after the notice of eviction required by subsection A of this section. The new base rent shall be
established by the hearing officer within ninety (90) days after the tenant has reoccupied the unit or, if the tenant decides not to
reoccupy the unit, within ninety (90) days after the unit is ready for occupancy, and the tenant has requested to be notified of the new
base rent. The hearing officer shall be provided copies of documents by the landlord to be used to establish the new allowable base
rent. If a tenant who was evicted pursuant to this section rerents the remodeled apartment unit, such tenant shall return the
relocation fee to the landlord, less actual direct moving expenses and the amount by which such tenant's rent during the period when
the tenant was out of the apartment exceeded the tenant's rent prior to such move, but not more than one hundred fifty dollars
($150.00) per month.

   H.   No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of the one year notice period, the payment or deposit into escrow of the relocation fee
specified in article 6 of this chapter, and that the major remodeling work will commence within sixty (60) days after the filing of such
complaint.

   I.   The landlord shall file true copies of rental agreements for the rerented apartment units after major remodeling has been
completed with the city clerk within one week after the new tenant begins occupancy of the apartment unit.

   J.   The city manager or his designee shall issue guidelines for the implementation of the foregoing requirements, and all
applicants for major remodeling pursuant to this section shall comply therewith.

   K.   The provisions of this section shall not apply to a building manager who is entitled to occupancy of an apartment unit solely
because of his or her position as building manager.

   L.   For the purposes of this section, "major remodeling" shall mean the remodeling or reconstruction of more than one apartment
unit subject to the provisions of this chapter in an existing building and a minimum amount per remodeled unit is expended on such
work as follows:

Bachelor/single $  7,000.00
1 bedroom 10,000.00
2 bedrooms 15,000.00
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3 or more bedrooms or 2 bedrooms and den 20,000.00

   M.   The landlord shall obtain the building permit to perform the major remodeling within ninety (90) days after the date when the
affected unit becomes vacant. The major remodeling shall be completed within one year of the date of issuance of the building
permit. However, the building and safety department may extend the one year completion period upon a showing by the landlord of
good cause for the failure to complete the repairs within the one year period and diligent efforts to complete the work timely. If the
major remodeling work is not completed within the time period established by this subsection, including any extensions thereof
approved by the city, the landlord shall be liable in a civil action, if commenced within two (2) years of the displacement, to any tenant
who is evicted from an apartment unit as a result of a notice issued pursuant to subsection A1 of this section for the actual damages
that were the proximate result of the displacement. (1962 Code § 11-5.12; amd. Ord. 98-O-2299, eff. 6-5-1998; Ord. 04-O-2449, eff.
6-18-2004)

4-5-513: WITHDRAWAL OF RESIDENTIAL RENTAL STRUCTURE FROM THE RENTAL MARKET:
A landlord may bring an action to recover possession of an apartment unit if the landlord intends to withdraw all apartment units in a
building or structure on a parcel of land from the rental market, subject to the following conditions and requirements:

   A.   This section shall only apply to and shall only be exercised for the concurrent withdrawal of all apartment units in all buildings
or structures on a parcel of land from the rental market, except where there is more than one building on a parcel and all buildings
contain four (4) or more apartment units, in which case the landlord may withdraw all of the units in one or more of the buildings.

   B.   Not less than one hundred twenty (120) days from the date the landlord intends to withdraw the apartment units in a building or
structure from the rental market, the landlord shall:

1. Provide written notice under penalty of perjury to the city of such intent, which notice shall contain the following information:
address and legal description of the subject property, number of rental units being removed, the names of all tenants residing in the
units being removed, the year the tenant(s) moved into the unit, the base rent for the unit and the current lawful rent applicable to
each such unit.

2. Record with the Los Angeles County registrar-recorder a written notice prepared by and containing such information as is
prescribed by the city summarizing the landlord's notice of intent and certifying that evictions have been commenced or will
commence in accordance with applicable law.

3. Provide to the city's rent stabilization office copies of the notice recorded with the county and the notice(s) which were
provided to the affected tenants.

4. If the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for at
least one year prior to the date of delivery to the city of the notice required by subsection B1 of this section, then the date of
withdrawal of that apartment unit shall be extended to one year from the date of delivery of the notice to the city, provided that the
tenant or lessee has given the landlord written notice of his or her entitlement to the extension within sixty (60) days of delivery to the
public entity of the notice of intent to withdraw the apartment unit from the rental market. In this situation, the following provisions
shall apply:

a. The tenancy shall be continued on the same terms and conditions as existed on the date of delivery to the city of the notice
of intent to withdraw, subject to any adjustments otherwise available under this title;

b. No party shall be relieved of the duty to perform any obligation under the lease or rental agreement;

c. The landlord may elect to extend the date of withdrawal on any other accommodation within the same building up to one
year after the date of delivery to the city of the notice of intent to withdraw, subject to subsections B4a and B4b of this section;

d. Within thirty (30) days of the notification by the tenant or lessee to the landlord of his or her entitlement to an extension, the
landlord shall give written notice to the city of the claim that the tenant or lessee is entitled to stay in his or her apartment unit for one
year after the date of delivery to the city of the notice of intent to withdraw;

e. Within ninety (90) days of the date of delivery to the city of the notice of intent to withdraw, the landlord shall give written
notice to the city and the affected tenant(s) or lessee(s) of the landlord's election to extend the date of withdrawal and the new date
of withdrawal under subsection B4c of this section.

   C.   The landlord shall provide written notice of termination of tenancy to all affected tenants at least thirty (30) days prior to the
service of and recordation of the notices in subsection B of this section which has been approved by the city's rent stabilization office
and filed with the city clerk's office and which notice shall contain the following information:

1. That the landlord is evicting the tenant pursuant to this section and will provide the city with written notice required in
subsection B of this section;

2. A summary of the specific information to be provided to the city in that notice regarding the tenant's unit;

3. That within thirty (30) days of receipt of notice to terminate, the tenant may notify the landlord in writing that the tenant would
be interested in rerenting the unit if it is reoffered for rent at a future time and advising the tenant to notify the landlord and rent
stabilization office of all future address changes;

4. A description of the tenant's rights as set forth in subsections E, F and G of this section;

5. That the landlord will provide a relocation fee in accordance with the provisions of article 6 of this chapter and that such fee
may not be waived by the tenant, except as specifically provided in section 4-5-607 of this chapter; and

6. That if the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for
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at least one year prior to the date of delivery to the city of the notice required by subsection B1 of this section, then the tenancy shall
be extended to one year after the delivery of the notice to the city, provided that the tenant gives written notice of his or her
entitlement to the extension to the landlord within sixty (60) days of the date of delivery to the city of the notice of intent to withdraw.
The notice shall further state that if these circumstances exist, the extended tenancy shall be continued on the same terms and
conditions that existed on the date of delivery of the notice of withdrawal to the city, subject to any rent increases that are allowed by
this chapter, and that no party shall be relieved of the duty to perform any obligation under the lease or rental agreement during the
extended tenancy.

   D.   At the time when the tenant(s) vacate the unit, the landlord shall pay a relocation fee in accordance with the provisions of
article 6 of this chapter.

   E.   In the event the withdrawn units are reoffered for rent by the landlord within two (2) years from the effective date of withdrawal,
the landlord shall:

1. Provide written notice of such action to the city not less than thirty (30) days prior to rerenting the units;

2. Offer the units at the same rent level as of the date of withdrawal plus any annual rent increases permitted by this chapter
that would have applied had the units not been withdrawn;

3. Provide those tenants who provided a notice of interest in rerenting pursuant to subsection C3 of this section the right of first
refusal to rerent the unit by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which case the
tenant shall have no less than thirty (30) days within which to accept the offer, by personal service or certified or registered mail.
Copies of these notices and the mail receipts shall be filed with the city's rent stabilization office within one week of mailing;

4. Be liable in a civil action if commenced within three (3) years of displacement to any tenant evicted due to withdrawal of a unit
pursuant to this section for actual damages which were the proximate result of the displacement, in accordance with the principles
enunciated in sections 7262 and 7264 of the California Government Code, and punitive damages;

5. Be liable in a civil action if commenced within three (3) years of displacement to the City for exemplary damages for
displacement of tenants or lessees.

   F.   In the event the withdrawn units are reoffered for rent by the landlord within five (5) years after any notice of intent to withdraw
the apartment unit is filed with the City, or within five (5) years after the effective date of the withdrawal of the apartment unit,
whichever is later, the landlord shall provide not less than thirty (30) days' prior written notice of such action to the City prior to
rerenting the units and shall offer the units at the same rent level as of the date of withdrawal, plus annual rent increases permitted
by this chapter that would have applied had the units not been withdrawn.

   G.   Moreover, if the units are reoffered for rent within ten (10) years from the effective date of removal, the landlord shall provide
those tenants who provided notice of interest in rerenting pursuant to subsection C3 of this section the right of first refusal to rerent
the unit, by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which case the tenant shall
have no less than thirty (30) days within which to accept the offer by personal service or certified or registered mail. Copies of these
notices and the mail receipts shall be filed with the City's Rent Stabilization Office within one week of mailing. Failure of the landlord
to provide the tenant with this right of first refusal shall render the landlord liable in a civil action to the tenant in punitive damages in
an amount not to exceed six (6) months' rent.

   H.   This section shall in no respect relieve a landlord from complying with the requirements of any applicable State law or of any
lease or rental agreement.

   I.   The remedies provided for in this section shall not be exclusive and shall not preclude a tenant from pursuing any alternative
remedy available under law. Failure by any landlord to comply with the requirements of this section shall constitute a defense in any
unlawful detainer action brought to evict a tenant under this section.

   J.   For the purpose of this section, the term "landlord" shall be interpreted to include any and all successors in interest of any
landlord, and the term "disabled" shall mean a person with a disability, as defined in section 12955.3 of the California Government
Code.

   K.   The notice to the City provided for in this section shall be accompanied by a processing fee in an amount determined by
resolution of the City Council.

   L.   This section is intended to implement the requirements of sections 7060 through 7060.7 of the California Government Code,
and shall be interpreted so as to provide the City with the broadest range of authority permitted under these provisions and to intrude
the least into the City's authority in all other applications of its power.

   M.   This section shall apply to any apartment units that are being removed from the rental market, if the notice of termination of
tenancy required by State law or by a lease agreement has not been given at the time of adoption hereof or if such notice has been
given, the notice period has not expired at the time of adoption hereof. (1988 Code; amd. Ord. 04-O-2449, eff. 6-18-2004)

4-5-514: DISRUPTIVE TENANT:
   A.   A landlord may bring an action to recover possession of an apartment unit if: 1) the tenant repeatedly or continually disturbs the
peaceful and quiet enjoyment of one or more tenants who occupy other rental units in the apartment building where the tenant
resides or 2) antagonizes, intimidates or bullies one or more tenants who reside at that apartment building ("disruptive tenant") and
the disruptive tenant does not cease the behavior when requested to do so by the other tenant(s) or by the property owner or
manager of the premises.

   B.   The landlord or the landlord's representative may, at the sole option of the landlord, file an application with the City and request
that a subcommittee of the City Council make a determination that a tenant is a disruptive tenant, as defined in subsection A of this
section. If the subcommittee determines that the tenant is a disruptive tenant, then the landlord or the landlord's representative may
serve the tenant with a written notice to terminate the tenancy in accordance with State law.
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1. The subcommittee of the City Council shall be composed of two (2) members of the City Council. Council members shall be
appointed by the Mayor and serve on the subcommittee for a two (2) month term. At the end of the term the Mayor may reappoint
one or both Council members or may appoint new Council members to the subcommittee.

2. If a landlord or the landlord's representative files an application with the City's rent stabilization program for the subcommittee
to make a determination whether a tenant is a disruptive tenant whose tenancy can be terminated with notice, the landlord first shall
have given the disruptive tenant at least one written notice describing the disruptive conduct and requiring the tenant to discontinue
the conduct. The landlord either shall deliver the notice to the tenant personally, send it by certified mail, or shall post it on the door
of the tenant's unit. Prior to filing the application with the City's rent stabilization program, the landlord also shall have served the
tenant with a copy of the application either by personally delivering the application to the tenant or by posting the application on the
door of the tenant's unit. Proof of service of the application on the tenant shall be filed with the City concurrently with the application.
The application shall be submitted either on a form supplied by the City or shall substantially comply with the requirements of the
City's form.

3. The application shall set forth the name, address and unit number of the tenant and shall describe specifically the tenant's
conduct that the landlord contends is disruptive, the dates when the conduct described in the application occurred, and the dates
when the landlord requested that the tenant cease the disruptive conduct, including the written notice described in subsection B2 of
this section. The application also may include the names of any individuals who observed the tenant's conduct and may include
written statements by the witnesses describing the conduct.

4. The City shall schedule a hearing (but need not hold the hearing) within ten (10) days of the filing of a complete application
with the City. If one or both members of the subcommittee is/are not available to attend a hearing on an application filed pursuant to
this section, the rent stabilization program shall contact other members of the City Council to determine if another Council member is
available to attend the hearing. The rent stabilization program shall send written notice of the hearing to the landlord and the affected
tenant by certified mail at least fifteen (15) days prior to the date of the hearing.

5. The subcommittee shall control the conduct of the hearing and rule on procedural requests. The hearing shall be conducted
in the manner deemed by the subcommittee to be most suitable to secure the information and documentation that is necessary to
render an informed decision, and to result in a fair decision without unnecessary delay.

a. At the hearing, the parties may offer any documents, testimony, written declarations, or other evidence that is relevant to
the application. Formal rules of evidence shall not be applicable to such proceedings.

b. There shall be no oral communication outside the hearing between the members of the subcommittee and any party or
witness, or the substance of such communication shall be disclosed at the beginning of the hearing. All discussion during the hearing
shall be recorded.

c. The hearing shall ordinarily proceed in the following manner, unless the subcommittee determines that some other order of
proceedings would better facilitate the hearing:

       (1)   A brief presentation by or on behalf of landlord, including testimony by any other affected parties and witnesses in
support of the application.

       (2)   A brief presentation by or on behalf of the tenant, including testimony by any other affected parties and witnesses in
opposition to the application.

 (3)   A brief rebuttal by the landlord.

d. The subcommittee shall establish equitable time limits for presentations at a hearing, with a minimum length of ten (10)
minutes each for the landlord and the tenant, subject to adjustments for translation and reasonable accommodation.

e. City staff shall maintain an official hearing record, which shall constitute the exclusive record of the decision.

f. All parties to a hearing shall have the right to seek assistance in developing their positions, preparing their statements, and
presenting evidence from an attorney, tenant organization representative, landlord association representative, translator, or any other
person. If the representative will be speaking on behalf of the party at the hearing, the party shall so advise the subcommittee.

g. To prevail on the application, the landlord must carry the burden of demonstrating that the tenant has been a disruptive
tenant, as defined in subsection A of this section.

h. Two (2) votes are required to approve an application. The vote shall be taken after the conclusion of the presentations by
the landlord and the tenant and any deliberations by the members of the subcommittee. If two (2) votes are not cast in favor of
approving the application, the application is deemed to be denied.

i. Within five (5) business days after the hearing record is closed, the subcommittee shall reconvene and issue a written
determination setting forth its decision approving or denying the application, with written findings in support thereof.

6. A written notice of the decision shall be mailed by the City to the applicant and the affected tenant within two (2) days of the
issuance of the decision by the subcommittee. Such notice shall be accompanied by a copy of the hearing decision.

7. If the subcommittee determines that the tenant is a disruptive tenant, the landlord may serve the tenant with written notice
provided in accordance with State law to terminate the tenancy. The landlord is not required to pay relocation fees to the tenant.
When the disruptive tenant vacates the unit in response to the notice, the landlord may not increase the rent that will be charged for
the unit above the amount that was being charged to the disruptive tenant, other than any adjustments otherwise available under this
chapter.

8. Any final decision of the subcommittee is subject to judicial review pursuant to California Code of Civil Procedure section
1094.5 and must be filed in accordance with the time periods specified therein. (Ord. 18-O-2766, eff. 12-21-2018)

2-117



ARTICLE 6.  RELOCATION FEES
4-5-601: FEES REQUIRED:
Any landlord who serves a notice of eviction on a tenant pursuant to section 4-5-509 or 4-5-511 of this chapter shall pay to such
tenant a relocation fee in accordance with the provisions of this article. Such fee shall be due and payable to such tenant whether or
not such landlord actually utilizes the apartment unit for the purposes stated in the notice of eviction, unless such landlord notifies
such tenant in writing of the withdrawal of the notice of eviction prior to such time as the tenant has given the landlord notice of his or
her last date of occupancy, or has vacated if such notice of the last date of occupancy is not given by the tenant, and files a copy of
such notice with the City Clerk within one week after serving such notice on the tenant. (1962 Code § 11-6.01)

4-5-602: TIME OF PAYMENT:
The relocation fee or pro rata share thereof shall be paid to any tenant who vacates the apartment unit at the time he or she vacates
it. If the landlord cannot in good faith determine if such tenant is entitled to receive the relocation fee, it shall be deposited in escrow
in accordance with section 4-5-604 of this article. (1962 Code § 11-6.02)

4-5-603: PAYMENT TO EACH TENANT:
The entire fee shall be paid to a tenant who is the only such tenant in an apartment unit. Where an apartment unit is occupied by two
(2) or more tenants, payment may be prorated among such tenants, or payment may be made to one tenant, provided all the adult
occupants of the apartment unit have signed a stipulation to judgment as described in subsection 4-5-604A of this chapter. In no
event shall a landlord be liable to pay a total amount more than the fee required by section 4-5-605 of this chapter for one apartment
unit to all the tenants in any one apartment unit. (1962 Code § 11-6.03)

4-5-604: DEPOSIT INTO ESCROW:
   A.   Where the apartment unit has not been vacated, the relocation fee shall be deposited in escrow if the tenant has furnished the
landlord with the tenant's notarized stipulation to judgment in favor of the landlord for the repossession of the apartment unit by the
landlord within sixty (60) days after the payment of the relocation fee to such tenant. The fee shall be released from escrow to the
tenant on the day the tenant vacates the apartment unit. Nothing in this subsection shall be deemed to require any tenant to vacate
any apartment unit before the expiration of the full notice time to which such tenant is entitled.

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

   C.   All the costs of an escrow opened pursuant to the provisions of this section shall be borne by the landlord. (1962 Code § 11-
6.04; amd. Ord. 04-O-2449, eff. 6-18-2004)

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

Apartment Size Relocation Fee
Studio $  6,193.00
1 bedroom 9,148.00
2 or more bedrooms 12,394.00

Provided further, those households that include a senior, disabled person, or a minor shall be entitled to an additional relocation fee
in the amount of two thousand dollars ($2,000.00).

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

Commencing July 1, 2018, and on July 1 of each year thereafter, the amounts of the relocation fees set forth above shall be
increased annually by a percentage equal to the percentage increase, if any, of the consumer price index for the Los
Angeles/Riverside/Orange County area, as published by the United States department of labor, bureau of labor statistics between
May 1 of the then current year, and May 1 of the immediately preceding year. (Ord. 17-O-2729, eff. 5-5-2017)

4-5-606: PHYSICAL RELOCATION IN LIEU OF FEE:
In lieu of the relocation fee required by section 4-5-605 of this chapter, the landlord, at his option, may relocate the tenant into a
comparable replacement apartment unit satisfactory to the tenant, in which event the landlord shall be liable only for the actual costs
of relocating the tenant, up to the maximum as set forth in section 4-5-605 of this chapter per apartment unit. A tenant shall not
unreasonably withhold the approval of a replacement apartment unit offered by the landlord. For the purposes of this section only,
comparability shall be determined from the following factors: size, price, location, proximity to medical and recreational facilities,
parks, community centers, shops, transportation, schools, churches, and synagogues, amenities, and, if the tenant desires, the
location of the apartment unit in the city. (1962 Code § 11-6.06)
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4-5-607: WAIVER OF RELOCATION RIGHTS:
A. If a tenant who has received a thirty (30) day notice to vacate premises does not vacate the apartment unit within such time,

and the landlord thereafter files a complaint for writ or judgment restoring possession which meets all the requirements of this
chapter, and the court orders such tenant to vacate the apartment unit, such tenant shall be deemed to have waived all rights to any
relocation benefit to which he or she is otherwise entitled pursuant to this chapter and shall return to the landlord any relocation fee or
other benefit so received, plus interest at the rate allowed by law.

B. After the required notice period has passed, if a tenant has signed a stipulation for judgment and received a relocation fee,
whether directly or as the result of the distribution of a deposit, and does not vacate the apartment unit within sixty (60) days after
such receipt, such tenant shall be deemed to have waived all rights to any relocation benefits to which he or she is otherwise entitled
pursuant to this chapter, and such tenant shall be obligated to return to the landlord any relocation fee or other benefit so received,
plus interest at the rate allowed by law. (1962 Code § 11-6.07; amd. Ord. 89-O-2068, eff. 8-8-1989)

ARTICLE 7.  REMEDIES
4-5-701: ILLEGAL RENT OR WITHHOLDING OF RELOCATION FEES:

A. It shall be unlawful for any landlord wilfully to demand, accept, receive, or retain any payment of rent in excess of the maximum
lawful rent permitted for an apartment unit by this chapter after receiving written notice from the City that such payment does or will
exceed such allowable maximum.

B. It shall be unlawful for any landlord wilfully to fail to provide any tenant with any relocation benefit to which such tenant is
entitled after receiving written notice from the City that such relocation benefit is due and owing to such tenant.

C. A tenant shall not pay otherwise allowable rent increases under section 4-5-303 of this chapter, if the landlord has failed to
substantially comply with the registration requirements of section 4-5-801 of this chapter. The nonpayment of rent increases in good
faith pursuant to this paragraph shall be a defense to any action brought to recover possession of a rental unit for nonpayment of
rent. (1962 Code § 11-7.01; amd. Ord. 17-O-2745, eff. 1-19-2018)

4-5-702: REDUCTION OF HOUSING SERVICES:
It shall be unlawful for any landlord to reduce housing services with the intent, or for the purpose, of circumventing substantially the
requirements and/or provisions or spirit of this chapter. A violation of this section shall be deemed an increase in rent to the extent of
the monetary advantage achieved thereby for the landlord or to the extent necessary for the tenant to incur expenses to gain
equivalent housing services by other means, whichever is greater. Any such violation shall accordingly be subject to the tenants'
remedies prescribed in sections 4-5-704 and/or 4-5-705 of this chapter. (1962 Code § 11-7.02)

4-5-703: UNLAWFUL EVICTIONS:
A. A landlord shall not issue or cause to be issued a notice of termination of tenancy in order to circumvent the application of this

chapter. For the purposes of this section, a notice of termination of tenancy shall include any notice, oral or written, given to a tenant
for the purpose of having the tenant vacate an apartment unit. The failure of a landlord to withdraw any such notice of termination of
tenancy after the landlord has been given written notice by the City Manager or his designee or by the City Attorney that such notice
of termination of tenancy is in violation of the provisions of this chapter shall constitute prima facie evidence of the intent of the
landlord to circumvent the application of this chapter and shall be unlawful.

B. It shall be unlawful for a landlord to evict, or to attempt to evict, a tenant or to regain, or attempt to regain, the possession of an
apartment unit upon a pretext that the landlord desires occupancy for himself or herself or some relative in order to circumvent the
application of this chapter. A tenant in such circumstances may refuse to deliver possession of the apartment unit and may establish
the landlord's subterfuge as a defense in any action brought by the landlord to recover the possession of the apartment unit.
Additionally, in the event a violation of this section is discovered by the tenant after the possession of an apartment unit has been
regained by the landlord, such landlord shall be liable to the dispossessed tenant in a civil action for treble the amount of the rent
which would have been payable by the tenant had the tenant not been dispossessed, and for the entire period of the dispossession,
not exceeding six (6) months; and in any such action the tenant shall also be entitled to payment by the landlord of the tenant's
reasonable attorney fees and costs as determined by the court. (1962 Code § 11-7.03)

4-5-704: REFUSAL TO COMPLY WITH ILLEGAL REQUESTS:
A. A tenant may refuse to pay any increase in rent which is in violation of the provisions of this chapter, and such violation shall

be a defense in any action brought to recover the possession of an apartment unit or to collect rent.

B. In addition to the remedies set forth in subsection A of this section, in any action brought to recover the possession of an
apartment unit, the court may consider as grounds for denial any violation of any provision of this chapter. In addition, a court
determination that the action was brought in retaliation for the exercise of any right conferred by this chapter shall also be grounds
for denial. (1962 Code § 11-7.04)

4-5-705: CIVIL REMEDIES:
Whenever it is necessary for any tenant to file a court action to recover the payment of rent which was in excess of the maximum
lawful rent allowed by the provisions of this chapter, or to collect any relocation fee provided for in this chapter, or whenever it is
necessary for the tenant to defend against any wrongful action filed in court against the tenant by the landlord to recover the
possession of the tenant's apartment unit, the landlord shall be liable to the tenant for damages in the amount of five hundred dollars
($500.00) or not more than three (3) times the amount by which the payment or payments demanded, accepted, received, or retained
exceed the lawful amount of rent or relocation fees due to the tenant, whichever is greater. The prevailing party in any such suit shall
be entitled to reasonable attorney fees and costs as determined by the court. (1962 Code § 11-7.05)

4-5-706: PENALTIES:
Any person violating any of the provisions, or failing to comply with any of the requirements, of this chapter shall be subject to the
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penalties and punishment of title 1, chapter 3 of this Code. (1962 Code § 11-7.06)

4-5-707: ADMINISTRATIVE PENALTIES:
No building, demolition, or moving permit shall be issued unless the applicant therefor has complied with all the provisions of this
chapter applicable to the apartment unit or units on which the proposed work is to be done. No final map shall be approved unless it
is found that the subdivider has complied with all the provisions of this chapter or any prior law of the City relating to rent stabilization
applicable to the subdivision at the time the tentative map was approved. (1962 Code § 11-7.07)

ARTICLE 8.  REGISTRATION
4-5-801: REGISTRATION OF RENTAL UNITS:
   A.   Initial Registration: A landlord must register every rental unit that is subject to the provisions of this chapter within thirty (30)
days of receipt of notice from the City that registration is required, unless the rental unit is specifically exempt under this chapter.
Registration is complete only when all required information has been provided to the City and all outstanding fees and penalties have
been paid.

   B.   After Terminated Exemption: When a rental unit that was exempt from this chapter becomes governed by this chapter for the
first time, the landlord must register the unit with the City within thirty (30) days after the exemption ends.

   C.   Reregistration: When a rental unit is rerented after a vacancy, the landlord must reregister the unit with the City within thirty
(30) days after the rerental.

   D.   Registration Amendment; Landlord Required To Notify City Of Changed Registration Information: A landlord must file a
registration amendment with the City within thirty (30) days of a change in a rental unit's ownership or management, or a change in
the owner's or manager's contact information. (Ord. 17-O-2729, eff. 5-5-2017)
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CHAPTER 6

RENT STABILIZATION, PART II

SECTION:

4-6-0: Definitions

4-6-1: Application

4-6-2: Base Rent

4-6-3: Rental Increases

4-6-4: Waiver Of Provisions Of This Chapter Prohibited

4-6-5: Vacancies

4-6-6: Evictions

4-6-7: Water Service Penalty Surcharge

4-6-8: Refuse Fee Surcharge

4-6-9: Relocation Fee

4-6-10: Registration Of Rental Units

4-6-11: Rent Adjustments Upon Application

4-6-12: Remedies

4-6-0: DEFINITIONS:
   A.   Context: For the purposes of this chapter, the words and phrases shall be defined as set forth herein, unless the context clearly
indicates a different meaning is intended.

   B.   Words Not Defined: Words and phrases used in this chapter which are not specifically defined shall be construed according to
their context and the customary usage of the language.

 C.   Words Defined:

    APARTMENT RENTAL AGREEMENT: An agreement, oral, written, or implied, between a landlord and tenant for the use or
occupancy of an apartment unit and for housing services.

   APARTMENT UNIT: Any dwelling unit in the City of Beverly Hills rented or offered for rent for human habitation, together with the
land and accessory structures appurtenant thereto, and all housing services supplied in connection with the use or occupancy
thereof, which is not exempted under section 4-6-1 of this chapter.

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

   HOUSING SERVICES: All services connected with the use or occupancy of an apartment unit, including, but not limited to, repairs,
replacement, maintenance, painting, light, heat, water, elevator service, laundry facilities and privileges, janitor service, refuse
removal, furnishings, telephone, off street parking, and any other benefits, privileges, or facilities.

   LANDLORD: An owner, lessor, sublessor, or any person, firm, corporation, partnership, or other entity entitled to receive rent for the
use of any apartment unit or the agent, representative, or successor of any of the foregoing.

 MINOR: Any person younger than eighteen (18) years of age.

   RENT: The consideration, including any bonus, benefits, or gratuity demanded or received, for or in connection with the use or
occupancy of an apartment unit, including, but not limited to, monies demanded or paid for parking, for furnishings, for housing
services of any kind, or for subletting.

 TENANT: A tenant, subtenant, lessee, sublessee, or any other person entitled to the use or occupancy of any apartment unit.

   VACANCY: The departure from an apartment unit of all of the tenants. For purposes of this definition, the term "tenant" shall not
include persons who took possession of an apartment unit as sublessees or assignees after January 1, 1999, if the rental agreement
restricts or prohibits subletting or assignment, and the restriction has not been satisfied or the prohibition has not been waived.

   VOLUNTARILY VACATED: The vacancy of an apartment unit by all of the tenants. "Voluntarily vacated" does not include a
vacancy: 1) that is the result of a constructive eviction of the tenant, which was caused by the landlord; 2) when the previous tenancy
was terminated by the landlord by notice pursuant to Civil Code section 1946; or 3) when the previous tenancy was terminated due
to a change in the terms of the tenancy noticed pursuant to Civil Code section 827, except a change permitted by law in the amount
of rent or fees. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-1: APPLICATION:
The provisions of this chapter are applicable to all multiple residential dwellings consisting of two (2) or more units with the exception
of those units that are subject to the existing rent stabilization provisions of chapter 5 of this title; those units excluded under
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subsections 4-5-102A through E of this title; and units in a building that has a certificate of occupancy issued after February 1, 1995.
(Ord. 17-O-2729, eff. 5-5-2017)

4-6-2: BASE RENT:
Except as provided in sections 4-6-4 and 4-6-5 of this chapter, the maximum rent which an apartment owner may charge for any
dwelling unit regulated by this chapter is the monthly rental charged for such unit on April 30, 1986, plus any rental increases
permitted by section 4-6-3 of this chapter. (1962 Code § 12-1.02; amd. 1988 Code)

4-6-3: RENTAL INCREASES:
An increase in rental above the base rental specified in section 4-6-2 of this chapter is permissible for any dwelling unit regulated by
this chapter, subject to each of the following limitations:

   A.   Only one increase shall be permissible within any twelve (12) month period; provided, further, that a twelve (12) month period
shall have elapsed since the last increase.

   B.   Such increases shall not exceed the greater of: 1) three percent (3%) of the rental rate then in effect, or 2) the percentage
equal to the percentage increase, if any, of the Consumer Price Index for the Los Angeles/Riverside/Orange County Area, as
published by the United States Department of Labor, Bureau of Labor Statistics between May 1 of the then current year and May 1 of
the immediately preceding year.

   C.   The tenant shall be given written notice of any such increase in accordance with the requirements of State law and the terms
of any written lease or rental agreement applicable to the tenancy prior to the effective date of such increase.

   D.   A landlord who is not in substantial compliance with any of the provisions of section 4-6-10 of this chapter shall not demand,
accept or retain the annual rent increase otherwise permitted by this section. (1962 Code § 12-1.03; amd. Ord. 04-O-2449, eff. 6-18-
2004; Ord. 17-O-2725, eff. 1-24-2017; Ord. 17-O-2728, eff. 2-21-2017; Ord. 17-O-2729, eff. 5-5-2017; Ord. 17-O-2745, eff. 1-19-
2018)

4-6-4: WAIVER OF PROVISIONS OF THIS CHAPTER PROHIBITED:
   A.   Any provision of an apartment rental agreement or lease, or any other agreement between a landlord and a tenant, which
waives any provision of this chapter relating to the maximum amount of rent to be paid for an apartment unit, shall be deemed to be
against public policy and shall be void, unless expressly authorized by State law.

   B.   This amended section is applicable to any apartment rental agreement, lease, amendment or extension, that is subject to the
provisions of this chapter and that is executed on or after December 29, 2000. This section, as it existed on December 29, 2000,
shall continue to govern any apartment rental agreement, lease, amendment or extension, that is subject to the provisions of this
chapter, and that was executed prior to December 29, 2000. (1962 Code § 12-1.04; amd. Ord. 01-O-2371, eff. 3-30-2001)

4-6-5: VACANCIES:
   A.   Any dwelling unit regulated by this chapter that is: 1) "voluntarily vacated" by all tenants of that unit, as defined in section 4-6-0
of this chapter, or 2) vacated because the tenants are evicted for the reasons specified under subsection 4-6-6A, B, C, D, F, or G of
this chapter, may be subsequently rented at any amount mutually agreed upon by the landlord and the new tenant. The monthly
amount agreed upon for the commencement of the tenancy shall be the base rental, and any subsequent rental increases shall be
subject to the provisions of section 4-6-3 of this chapter.

   B.   At least twenty four (24) hours prior to the execution of a lease or rental agreement by a tenant, the landlord shall provide
written notice to the prospective tenant, in the form and languages required by the City: 1) of the provisions of this chapter, including
the amount of the annual rent increase that is allowed by this chapter; 2) of any parking restrictions in the area adjacent to the
apartment building; 3) that at the termination of the lease agreement, unless the lease is extended or a new lease is entered into, a
month to month tenancy will be created if the tenant holds over and the landlord accepts rent from the tenant; 4) that the month to
month tenancy can be terminated at any time, if the landlord provides written notice to the tenant in accordance with the
requirements of all applicable laws; 5) of the City's home occupation requirements; and 6) of State laws that establish certain rights
and responsibilities of landlords and tenants. The landlord shall provide notice in a manner so that the prospective tenant receives
the notice at least twenty four (24) hours prior to the execution of the lease or rental agreement. When the landlord provides the
notice required by this subsection to the prospective tenant, the landlord shall have the prospective tenant acknowledge in writing
that the tenant received the written notice, as required by this subsection. The landlord shall retain written documentation of
compliance with this provision for the duration of the tenancy. There shall be a rebuttable presumption that the landlord did not
provide the written notice to the tenant that is required by this section, if the landlord fails to produce said written documentation upon
request.

   C.   In addition to any other remedy for a violation of this Code, if a landlord fails to provide the written notice required by
subsection B of this section to the tenant, the landlord shall be subject to an administrative penalty pursuant to title 1, chapter 3,
article 3 of this Code in the amount of five hundred dollars ($500.00). The provisions of this subsection shall not be applicable to a
lease or rental agreement that is entered into within six (6) months of the effective date hereof, or December 18, 2004. (1962 Code §
12-1.05; amd. Ord. 01-O-2371, eff. 3-30-2001; Ord. 04-O-2449, eff. 6-18-2004; Ord. 18-O-2766, eff. 12-21-2018)

4-6-6: EVICTIONS:
It is unlawful for a landlord to bring an action to recover the possession of an apartment unit except upon a ground specified in this
section.

   A.   Failure To Pay Rent: A landlord may bring an action to recover the possession of an apartment unit if the tenant has failed to
pay the rent to which the landlord is entitled or any surcharge which has been lawfully imposed.

   B.   Violations Of Obligations: A landlord may bring an action to recover the possession of an apartment unit if the tenant has
violated an obligation or covenant of the tenancy, including, but not limited to, any obligation in a written apartment rental agreement,
other than the obligation to render possession upon proper notice, and has failed to cure such violation after having received written
notice thereof from the landlord.
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   C.   Maintenance Of Nuisances: A landlord may bring an action to recover the possession of an apartment unit if the tenant is
committing or permitting to exist a nuisance in, or is causing damage to, the apartment unit or to the appurtenances thereof, or to the
common areas of the complex containing the apartment unit, or is creating an unreasonable interference with the comfort, safety, or
enjoyment of any of the other residents of the same or any adjacent building.

 D.   Illegal Uses:

1. A landlord may bring any action to recover the possession of an apartment unit if the tenant is using or permitting an
apartment unit to be used for an illegal purpose.

2. For the purposes of this section, "illegal purpose" shall mean and include, but not be limited to, the occupancy of the
apartment unit by a number of persons in excess of the following numbers:

Bachelor/single 3 persons
1 bedroom of 1,200 square feet or less 4 persons
1 bedroom in excess of 1,200 square feet 5 persons
2 bedrooms of 1,500 square feet or less 5 persons
2 bedrooms in excess of 1,500 square feet 6 persons
3 bedrooms of 2,100 square feet or less 7 persons
3 or more bedrooms in excess of 2,100 square feet 8 persons

   E.   Refusal To Execute Leases: A landlord may bring an action to recover the possession of an apartment unit following the
expiration of a written apartment rental agreement, or any written renewal or extension thereof, if a tenant who had such an
agreement has refused to execute a written renewal or extension thereof provided all of the following conditions are met:

1. The landlord made a written request or demand for such renewal or extension at least thirty (30) days prior to the date such
agreement expired;

2. The proposed renewal or extension was for a term of the same duration as the agreement which expired; and

3. The proposed renewal or extension contained the same terms and conditions as the agreement which expired provided the
rent level in such proposed renewal or extension has been determined in accordance with the requirements of section 4-6-3 of this
chapter.

   F.   Refusal To Provide Access: A landlord may bring an action to recover the possession of an apartment unit if the tenant has
refused the landlord reasonable access to the unit for the purpose of making repairs or improvements, or for the purpose of
inspection as permitted or required by an apartment rental agreement or by law, or for the purpose of showing the apartment unit to
any prospective purchaser or mortgagee.

   G.   Unapproved Subtenants: A landlord may bring an action to recover the possession of an apartment unit if the person in
possession of the apartment unit at the end of the term of any apartment rental agreement is a subtenant who was not approved by
the landlord. This section shall not be deemed to invalidate any provision in any written apartment rental agreement pertaining to the
assignment or subleasing of an apartment unit.

 H.   Use By Landlords:

1. A landlord may recover the possession of an apartment unit if the landlord seeks in good faith to recover such possession for
use and occupancy by the landlord or the landlord's spouse, children, or parents provided all of the following conditions are met:

a. The landlord has provided not less than ninety (90) days' written notice of tenancy termination to the tenant, which notice
specifies the name and then current address of the proposed occupant, and has filed a copy of such notice with the City's rent
stabilization program prior to serving such notice upon the tenant;

b. The tenant is paid a relocation fee in accordance with the provisions of section 4-6-9 of this chapter; and

c. At no time during the ninety (90) day notice period is there a vacant apartment unit in the building comparable to the one
sought by the landlord; and

d. The unit to be recovered by the landlord is occupied by the most recent tenant(s) to occupy a unit comparable to the type of
unit sought by the landlord or relative described in this subsection H1. 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
landlord or relative. If there are one or more comparable units in such case, the landlord 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 five (65) years of age or older. Whether a unit is comparable to the type of unit sought by the landlord or relative
shall be determined by the City.

2. A landlord may recover the possession of only one apartment unit located on the same parcel of land for the purposes set
forth in this section, regardless of the number of buildings on such parcel.

3. If the landlord or the landlord's relative, as defined in subsection H1 of this section, occupies an apartment unit obtained
pursuant to the provisions of this section for at least one year, such apartment unit shall be deemed to be exempt from the
provisions of this chapter; provided, however, if such apartment unit is subsequently re-rented to a person who is not the landlord or
such relative of the landlord, such apartment unit shall again be subject to the provisions of this chapter.
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4. For the purposes of this section only, "landlord" shall mean only such natural persons as have the largest ownership interest
in the building or in the entity owning the building.

5. There shall be a rebuttable presumption that the landlord has not acted in good faith if the owner or relative for whom the
tenant was evicted does not move into the apartment unit within thirty (30) days and occupy said unit for a minimum of twelve (12)
continuous months thereafter. In situations when the apartment unit is being remodeled pursuant to a building permit issued by the
City, the thirty (30) day period shall commence when the final inspection of the remodeling work is performed and approved by the
City's Department of Building and Safety.

   I.   Change Of Building Managers: A landlord may bring an action to recover the possession of an apartment unit if the landlord
seeks in good faith to recover the possession of an apartment unit then occupied by an apartment building manager whose
employment as such has been, or is to be, terminated, and such possession is needed for the sole purpose of occupancy by a new
manager.

   J.   Demolition Or Condominium Conversions: A landlord may bring an action to recover possession of an apartment unit if the
landlord seeks in good faith to recover possession so as to demolish or move the building or to convert apartment units into
condominiums, stock cooperatives, or community apartments provided there is compliance with all of the following conditions:

1. The landlord has given the tenant not less than ninety (90) days' written notice, which has been approved by the City's rent
stabilization program, that such tenancy shall terminate on a date after October 18, 2018. The notice shall state the specific reason
for giving such notice and shall be deemed to include a representation and agreement by the landlord that the recovery of
possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. If payment of the
relocation fees required by section 4-6-9 of this chapter does not accompany such notice, such notice shall also specify the amount
of the relocation fees so required and that the tenant may collect such fees at the time the tenant vacates the unit. Such notice shall
not be required if:

a. The demolition of the building has been mandated by law to be performed at an earlier date; or

b. Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been re-rented to a
new tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given
to the prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the City's
rent stabilization program within one week after such new tenant begins the occupancy of the apartment unit; or

c. A prior written notice which specified less than one year's notice has been given, and the tenant has been notified in writing,
within thirty (30) days after October 18, 2018, that prior written notice shall be considered an effective one year notice under this
section.

2. The notice required by subsection J1 of this section shall not be given or served until such time as the landlord has:

a. Filed all necessary applications for the proposed project or development including, but not limited to, application for a
demolition permit, moving permit or tentative map and paid all of the fees required by the City in connection with such applications;

b. Notified the City's rent stabilization program that an application to convert apartment units to condominiums or to move or
demolish the building has been filed with any other department of the City so that notice of such filing may be given to the tenants at
the property; and

c. That all permits or approvals necessary to commence demolition, removal or conversion have been issued.

3. No notice of tenancy termination given pursuant to this section after October 18, 2018, shall be effective unless all the
applicable provisions of this chapter have been complied with, and a copy of such notice has been placed on file with the City's rent
stabilization program prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each
building for which notices of tenancy termination are to be filed with the City's rent stabilization program shall be paid to the City for
processing the notices prior to the filing of a notice with the rent stabilization program. Where there are more than ten (10) apartment
units in a building which are subject to this provision of this chapter, and for which notices of tenancy termination have been given,
an additional fee of ten dollars ($10.00) shall be paid to the City for each unit in excess of ten (10) units for which a notice of tenancy
termination is given.

4. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of section 4-6-9 of this
chapter. If an apartment unit vacated pursuant to this section has been re-rented, the new tenant shall not be entitled to any
relocation fee or other relocation benefit if he or she received the notices required by subsections J1b and J5 of this section.

5. Any apartment unit vacated pursuant to this section, if re- rented, shall remain subject to the provisions of this chapter, and it
shall be the responsibility of the landlord to notify any new tenant in writing of the controlled rents and the duration of the notice of
termination. A copy of such notice shall be filed with the rent stabilization program within one week after the new tenant begins
occupancy of the apartment unit.

6. No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of any required notice period, the payment or deposit into escrow of the relocation fee
specified in section 4-6-9 of this chapter, and that demolition or moving or the work of conversion into condominiums will commence
within sixty (60) days after the filing of such complaint.

7. The provisions of this section shall not apply to a building manager who is entitled to the occupancy of an apartment unit
solely because of his or her position as building manager.

 K.   Major Remodeling:

1. A landlord may bring an action to recover possession of an apartment unit if the landlord seeks in good faith to recover
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possession so as to do alteration work on the building for the purposes of major remodeling provided that there is compliance with
all of the following conditions:

a. The landlord has given the tenant not less than one year's written notice that such tenancy shall terminate. The notice shall
state the specific reason for giving such notice and shall be deemed to include a representation and agreement by the landlord that
the recovery of possession of the apartment unit is solely for a reason within the scope of this section and for no other reason. Such
notice shall contain a statement of the rights of the tenants pursuant to this section and section 4-6-9 of this chapter and shall be
approved by the City's rent stabilization program. Such notice shall not be required if:

 (1)   Major remodeling of the building has been mandated by law to be performed at an earlier date; or

       (2)   Such notice has been given to a tenant who has vacated the apartment unit, the apartment unit has been re-rented to a
new tenant, and the new tenant has been advised by the landlord in writing that the notice of termination of tenancy had been given
to the prior tenant. This exemption shall apply only if a copy of the written notice provided to such new tenant is filed with the City
rent stabilization program within one week after such new tenant begins the occupancy of the apartment unit.

b. The notice required by subsection K1a of this section shall not be given or served until such time as the landlord has
received approval for the giving of such notice by the Hearing Officer. Such approval shall be given upon a showing by the landlord
that written notice was received from the building official that the landlord has complied with all requirements, except for approval of
final plans, for the issuance of a building permit for the purpose of major remodeling. The landlord shall file with the application for
giving notice a copy of the final plans and specifications for the proposed remodeling. A Hearing Officer designated by the City
Manager ("Hearing Officer") shall establish the estimated new rent for the remodeled unit which shall not exceed one hundred fifty
percent (150%) of the previous base rent. The notice required by subsection K1a of this section shall include such estimated new
rent.

c. No notice of tenancy termination given pursuant to this section after October 18, 2018, shall be effective unless all the
applicable provisions of this chapter have been complied with and a copy of such notice has been placed on file with the rent
stabilization program prior to such notice being served on the tenant. A minimum fee of one hundred dollars ($100.00) for each
building for which notices of tenancy termination are to be filed with the rent stabilization program shall be paid to the City for
processing the notices prior to the filing of a notice with the rent stabilization program. Where there are more than ten (10) apartment
units in a building which are subject to this provision of this chapter, and for which notices of tenancy termination have been given,
an additional minimum fee of ten dollars ($10.00) shall be paid to the City for each unit in excess of ten (10) units for which a notice
of tenancy termination is given.

d. A relocation fee shall have been paid or deposited into escrow in accordance with the provisions of section 4-6-9 of this
chapter. If an apartment unit vacated pursuant to this section has been re-rented the new tenant shall not be entitled to any
relocation fee or other relocation benefit if he or she received the notices required by subsections K1a, and K1a(2) of this section.

2. Any apartment unit vacated pursuant to this section if re- rented after eviction but prior to remodeling, shall remain subject to
the provisions of this chapter, and it shall be the responsibility of the landlord to notify any new tenant in writing of the controlled
rents and the duration of the notice of termination. A copy of such notice shall be filed with the rent stabilization program within one
week after the new tenant begins occupancy of the apartment unit.

3. Any provision of this chapter notwithstanding, in lieu of receiving a relocation fee or being relocated to a comparable unit, a
tenant, within sixty (60) days after the service of the one year notice of tenancy termination required by subsection K1 of this section,
may elect to relocate to a comparable unit in the building to be remodeled. The comparability of the replacement unit shall be
determined by the rent stabilization program. For the purposes of this subsection, "comparability" shall mean a unit with the same
number of bedrooms as the unit vacated, and which is in a clean, functional, and secure state.

4. Should a tenant elect to be relocated to a comparable unit in the building to be remodeled, he or she shall serve written
notice of such election on the landlord and file a copy thereof with the rent stabilization program. Such notice shall be served and
filed within sixty (60) days after service of the one year notice of tenancy termination required by subsection K1 of this section. Upon
the service and filing of the required notice of election within the time set forth herein, the notice of tenancy termination shall become
null and void as to that tenant for the purposes of eviction. Upon the receipt of multiple notices required hereby, the landlord shall
make an application to the Hearing Officer for a determination of the order of relocation. The Hearing Officer shall determine the
order of relocation, taking into consideration the relative hardships relocation will place on the tenants electing to relocate hereunder.

5. Upon the approval of the order of relocation as provided for in subsection K4 of this section, or if only one notice of election is
received by the landlord, the landlord shall serve upon the tenant(s) and shall file a copy thereof with the rent stabilization program
notice of availability of the replacement unit. The tenant shall have thirty (30) days after the service and filing of the notice of
availability to relocate to the replacement unit. The landlord shall pay the reasonable cost of such relocation. Any disagreement
between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the Hearing Officer for
resolution. Should a tenant fail to relocate to the replacement unit within said thirty (30) days, the tenant shall vacate the unit within
ninety (90) days after the date the notice of availability of the replacement unit was served and filed, and the landlord shall be
relieved of the obligation of paying any further fees or costs provided for in this chapter.

6. Upon the completion of the remodeling, the landlord shall serve upon tenant(s) and shall file a copy thereof with the rent
stabilization program notice of availability of the remodeled unit. The tenant shall have thirty (30) days after the service and filing of
the notice of availability of the remodeled unit to relocate. The landlord shall pay the reasonable cost of such relocation. Any
disagreement between the landlord and tenant regarding the reasonableness of the cost of relocation shall be submitted to the
Hearing Officer for resolution. Should a tenant fail to relocate to the remodeled unit within said thirty (30) days, the tenant shall
vacate the replacement unit within ninety (90) days after the date the notice of availability of the remodeled unit was served and filed,
and the landlord shall be relieved of the obligation of paying any further fees or costs provided for in this chapter; provided, however,
the landlord shall not be relieved of the obligation of paying fees or costs provided for in this chapter if the new base rent is in excess
of the estimated base rent.
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7. If an apartment unit has been vacated for major remodeling, upon the completion of such remodeling the new allowable base
rent for the apartment unit shall not exceed an amount equal to the previous base rent increased by the actual amount expended on
such remodeling, including such items as interest or the value of capital up to eighteen percent (18%) per annum, and any fees or
costs required to be paid to or on behalf of tenants pursuant to the provisions of this chapter, amortized in accordance with the
straight line depreciation schedules allowed under the Federal Income Tax Law, but in no case less than five (5) years. The tenant
evicted for the purpose of such remodeling shall have a right of first refusal to rent the remodeled apartment unit provided such right
is exercised within thirty (30) days after the landlord notifies the tenant when the apartment unit will be ready to be rented. If such
tenant re-rents the remodeled apartment unit, the landlord may increase the actual rent chargeable to such tenant at the time he or
she actually occupies the unit to the new base rent allowed by this subsection or twenty percent (20%) above the estimated rent,
whichever is less; provided, however, if a tenant elects to relocate as provided for in subsection K3 of this section, the new base rent
shall not be applicable until one year after the notice of eviction required by subsection A of this section. The new base rent shall be
established by the Hearing Officer within ninety (90) days after the tenant has reoccupied the unit or, if the tenant decides not to
reoccupy the unit, within ninety (90) days after the unit is ready for occupancy, and the tenant has requested to be notified of the new
base rent. The Hearing Officer shall be provided copies of documents by the landlord to be used to establish the new allowable base
rent. If a tenant who was evicted pursuant to this section re-rents the remodeled apartment unit, such tenant shall return the
relocation fee to the landlord, less actual direct moving expenses and the amount by which such tenant's rent during the period when
the tenant was out of the apartment exceeded the tenant's rent prior to such move, but not more than one hundred fifty dollars
($150.00) per month.

8. No writ or judgment restoring possession to the landlord shall be issued or entered unless and until the complaint for such writ
or judgment filed by the landlord contains the landlord's declaration under penalty of perjury of the giving of notice to the tenant as
required by this section, the expiration of the one year notice period, the payment or deposit into escrow of the relocation fee
specified in section 4-6-9 of this chapter, and that the major remodeling work will commence within sixty (60) days after the filing of
such complaint.

9. The landlord shall file true copies of rental agreements for the re-rented apartment units after major remodeling has been
completed with the rent stabilization program within one week after the new tenant begins occupancy of the apartment unit.

10. The City Manager or his designee shall issue guidelines for the implementation of the foregoing requirements, and all
applicants for major remodeling pursuant to this section shall comply therewith.

11. The provisions of this section shall not apply to a building manager who is entitled to occupancy of an apartment unit solely
because of his or her position as building manager.

12. For the purposes of this section, "major remodeling" shall mean the remodeling or reconstruction of more than one
apartment unit subject to the provisions of this chapter in an existing building and a minimum amount per remodeled unit is
expended on such work as follows:

Bachelor/single $ 7,000.00
1 bedroom 10,000.00
2 bedrooms 15,000.00
3 or more bedrooms or 2 bedrooms and den 20,000.00

13. The landlord shall obtain the building permit to perform the major remodeling within ninety (90) days after the date when the
affected unit becomes vacant. The major remodeling shall be completed within one year of the date of issuance of the building
permit. However, the Building and Safety Department may extend the one year completion period upon a showing by the landlord of
good cause for the failure to complete the repairs within the one year period and diligent efforts to complete the work timely. If the
major remodeling work is not completed within the time period established by this subsection, including any extensions thereof
approved by the City, the landlord shall be liable in a civil action, if commenced within two (2) years of the displacement, to any
tenant who is evicted from an apartment unit as a result of a notice issued pursuant to subsection K1a of this section for the actual
damages that were the proximate result of the displacement.

   L.   Withdrawal Of Residential Rental Structure From The Rental Market: A landlord may bring an action to recover possession of
an apartment unit if the landlord intends to withdraw all apartment units in a building or structure on a parcel of land from the rental
market, subject to the following conditions and requirements:

1. This section shall only apply to and shall only be exercised for the concurrent withdrawal of all apartment units in all buildings
or structures on a parcel of land from the rental market, except where there is more than one building on a parcel and all buildings
contain four (4) or more apartment units, in which case the landlord may withdraw all of the units in one or more of the buildings.

2. Not less than one hundred twenty (120) days from the date the landlord intends to withdraw the apartment units in a building
or structure from the rental market, the landlord shall:

a. Provide written notice under penalty of perjury to the City's rent stabilization program of such intent, which notice shall
contain the following information: address and legal description of the subject property, number of rental units being removed, the
names of all tenants residing in the units being removed, the year the tenant(s) moved into the unit, the base rent for the unit and the
current lawful rent applicable to each such unit.

b. Record with the Los Angeles County Registrar-Recorder a written notice prepared by and containing such information as is
prescribed by the City summarizing the landlord's notice of intent and certifying that evictions have been commenced or will
commence in accordance with applicable law.

c. Provide to the City's rent stabilization program copies of the notice recorded with the County and the notice(s) which were
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provided to the affected tenants.

d. If the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for at
least one year prior to the date of delivery to the City of the notice required by subsection L2a of this section, then the date of
withdrawal of that apartment unit shall be extended to one year from the date of delivery of the notice to the City, provided that the
tenant or lessee has given the landlord written notice of his or her entitlement to the extension within sixty (60) days of delivery to the
public entity of the notice of intent to withdraw the apartment unit from the rental market. In this situation, the following provisions
shall apply:

       (1)   The tenancy shall be continued on the same terms and conditions as existed on the date of delivery to the City of the
notice of intent to withdraw, subject to any adjustments otherwise available under this title;

 (2)   No party shall be relieved of the duty to perform any obligation under the lease or rental agreement;

       (3)   The landlord may elect to extend the date of withdrawal on any other accommodation within the same building up to one
year after the date of delivery to the City of the notice of intent to withdraw, subject to subsections L2d(1) and L2d(2) of this section;

       (4)   Within thirty (30) days of the notification by the tenant or lessee to the landlord of his or her entitlement to an extension,
the landlord shall give written notice to the City's rent stabilization program of the claim that the tenant or lessee is entitled to stay in
his or her apartment unit for one year after the date of delivery to the City of the notice of intent to withdraw;

       (5)   Within ninety (90) days of the date of delivery to the City of the notice of intent to withdraw, the landlord shall give written
notice to the City's rent stabilization program and the affected tenant(s) or lessee(s) of the landlord's election to extend the date of
withdrawal and the new date of withdrawal under subsection L2d(3) of this section.

3. The landlord shall provide written notice of termination of tenancy to all affected tenants at least thirty (30) days prior to the
service of and recordation of the notices in subsection L2 of this section which has been approved by the City's rent stabilization
program and filed therewith and which notice shall contain the following information:

a. That the landlord is evicting the tenant pursuant to this section and will provide the City with written notice required in
subsection L2 of this section;

b. A summary of the specific information to be provided to the City in that notice regarding the tenant's unit;

c. That within thirty (30) days of receipt of notice to terminate, the tenant may notify the landlord in writing that the tenant
would be interested in re-renting the unit if it is reoffered for rent at a future time and advising the tenant to notify the landlord and
rent stabilization program of all future address changes;

d. A description of the tenant's rights as set forth in subsections L5, L6 and L7 of this section;

e. That the landlord will provide a relocation fee in accordance with the provisions of section 4-6-9 of this chapter and that
such fee may not be waived by the tenant, except as specifically provided in subsection 4-6-9G of this chapter; and

f. That if the tenant or lessee is at least sixty two (62) years of age or is disabled, and has lived in his or her apartment unit for
at least one year prior to the date of delivery to the City of the notice required by subsection L2a of this section, then the tenancy
shall be extended to one year after the delivery of the notice to the City, provided that the tenant gives written notice of his or her
entitlement to the extension to the landlord within sixty (60) days of the date of delivery to the City of the notice of intent to withdraw.
The notice shall further state that if these circumstances exist, the extended tenancy shall be continued on the same terms and
conditions that existed on the date of delivery of the notice of withdrawal to the City, subject to any rent increases that are allowed by
this chapter, and that no party shall be relieved of the duty to perform any obligation under the lease or rental agreement during the
extended tenancy.

4. At the time when the tenant(s) vacate the unit, the landlord shall pay a relocation fee in accordance with the provisions of
section 4-6-9 of this chapter.

5. In the event the withdrawn units are reoffered for rent by the landlord within two (2) years from the effective date of
withdrawal, the landlord shall:

a. Provide written notice of such action to the City's rent stabilization program not less than thirty (30) days prior to re- renting
the units;

b. Offer the units at the same rent level as of the date of withdrawal plus any annual rent increases permitted by this chapter
that would have applied had the units not been withdrawn;

c. Provide those tenants who provided a notice of interest in re- renting pursuant to subsection L3c of this section the right of
first refusal to re-rent the unit by certified or registered mail, postage prepaid, to the last address provided by the tenant, in which
case the tenant shall have no less than thirty (30) days within which to accept the offer, by personal service or certified or registered
mail. Copies of these notices and the mail receipts shall be filed with the City's rent stabilization program within one week of mailing;

d. Be liable in a civil action if commenced within three (3) years of displacement to any tenant evicted due to withdrawal of a
unit pursuant to this section for actual damages which were the proximate result of the displacement, in accordance with the
principles enunciated in sections 7262 and 7264 of the California Government Code, and punitive damages;

e. Be liable in a civil action if commenced within three (3) years of displacement to the City for exemplary damages for
displacement of tenants or lessees.

6. In the event the withdrawn units are reoffered for rent by the landlord within five (5) years after any notice of intent to
withdraw the apartment unit is filed with the City, or within five (5) years after the effective date of the withdrawal of the apartment
unit, whichever is later, the landlord shall provide not less than thirty (30) days' prior written notice of such action to the City's rent
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       (2)   There shall be no oral communication outside the hearing between the members of the subcommittee and any party or
witness, or the substance of such communication shall be disclosed at the beginning of the hearing. All discussion during the hearing
shall be recorded.

       (3)   The hearing shall ordinarily proceed in the following manner, unless the subcommittee determines that some other order
of proceedings would better facilitate the hearing:

       (A)   A brief presentation by or on behalf of landlord, including testimony by any other affected parties and witnesses in
support of the application.

       (B)   A brief presentation by or on behalf of the tenant, including testimony by any other affected parties and witnesses in
opposition to the application.

 (C)   A brief rebuttal by the landlord.

       (4)   The subcommittee shall establish equitable time limits for presentations at a hearing, with a minimum length of ten (10)
minutes each for the landlord and the tenant, subject to adjustments for translation and reasonable accommodation.

 (5)   City staff shall maintain an official hearing record, which shall constitute the exclusive record of the decision.

       (6)   All parties to a hearing shall have the right to seek assistance in developing their positions, preparing their statements,
and presenting evidence from an attorney, tenant organization representative, landlord association representative, translator, or any
other person. If the representative will be speaking on behalf of the party at the hearing, the party shall so advise the subcommittee.

       (7)   To prevail on the application, the landlord must carry the burden of demonstrating that the tenant has been a disruptive
tenant, as defined in subsection M1 of this section.

       (8)   Two (2) votes are required to approve an application. The vote shall be taken after the conclusion of the presentations
by the landlord and the tenant and any deliberations by the members of the subcommittee. If two (2) votes are not cast in favor of
approving the application, the application is deemed to be denied.

       (9)   Within five (5) business days after the hearing record is closed, the subcommittee shall reconvene and issue a written
determination setting forth its decision approving or denying the application, with written findings in support thereof.

f. A written notice of the decision shall be mailed by the City to the applicant and the affected tenant within two (2) days of the
issuance of the decision by the subcommittee. Such notice shall be accompanied by a copy of the hearing decision.

g. If the subcommittee determines that the tenant is a disruptive tenant, the landlord may serve the tenant with written notice
provided in accordance with State law to terminate the tenancy. The landlord is not required to pay relocation fees to the tenant.
When the disruptive tenant vacates the unit in response to the notice, the landlord may not increase the rent that will be charged for
the unit above the amount that was being charged to the disruptive tenant, other than any adjustments otherwise available under this
chapter.

h. Any final decision of the subcommittee is subject to judicial review pursuant to California Code of Civil Procedure section
1094.5 and must be filed in accordance with the time periods specified therein. (Ord. 18-O-2766, eff. 12-21-2018)

4-6-7: WATER SERVICE PENALTY SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit
regulated by this chapter ninety percent (90%) of the cost of any water service penalties and/or surcharges imposed by the City
pursuant to the water rate schedule established by resolution of the City Council provided that the landlord installs water
conservation plumbing fixtures in such unit in accordance with the requirements of title 9, chapter 4, article 1 of this Code or
voluntarily installs, at the landlord's expense, low flow toilets or such other water saving toilets approved by the Director of Public
Works, showerhead restrictors and faucet aerators in such unit. If the landlord does not install such water conservation plumbing
fixtures, the landlord shall be liable for and pay without any pass through to the tenant all penalties and/or surcharges imposed by
the City on the landlord's apartment units.

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

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

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

4-6-8: REFUSE FEE SURCHARGE:
   A.   In addition to the rent otherwise permitted by this chapter, the landlord may pass through to the tenant of an apartment unit
regulated by this chapter the cost of any refuse fee imposed by the City pursuant to a resolution or ordinance of the City Council.

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

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

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

4-6-9: RELOCATION FEE:
 A.   When Fee Is Required: If a landlord brings an action to recover the possession of an apartment unit that is subject to the
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provisions of this chapter for any of the reasons set forth in subsection 4-6-6A, B, C, D, F, G or M of this chapter, the landlord is not
required to pay a relocation fee to the tenant residing in the unit. However, if a landlord serves a notice of eviction on a tenant for any
other reason, the landlord shall pay to such tenant a relocation fee in accordance with the provisions of this section. The relocation
fee shall be due and payable to the tenant, regardless of whether the landlord actually utilizes the apartment unit for the purposes
stated in the notice of eviction, unless the landlord notifies the tenant in writing of the withdrawal of the notice of eviction prior to such
time as the tenant has given the landlord notice of his or her last date of occupancy, or has vacated the unit, if a notice of the last
date of occupancy is not given by the tenant. The landlord also shall file a copy of the notice of eviction with the rent stabilization
program within one week after serving the notice on the tenant.

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

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

D. Deposit Of Relocation Fee Into Escrow:

1. When the apartment unit has not been vacated, the relocation fee shall be deposited in escrow if the tenant has furnished the
landlord with the tenant's notarized stipulation to judgment in favor of the landlord for the repossession of the apartment unit by the
landlord within sixty (60) days after the payment of the relocation fee to such tenant. The fee shall be released from escrow to the
tenant on the day the tenant vacates the apartment unit. Nothing in this subsection shall be deemed to require any tenant to vacate
any apartment unit before the expiration of the full notice time to which such tenant is entitled. The sixty (60) day period referred to in
this subsection D1 shall not apply to any eviction where the eviction notice was given by the landlord to the tenant on or before
January 20, 2017.

2. If the landlord in good faith is unable to determine which persons are entitled to receive the relocation fee, the landlord shall
deposit the relocation fee into escrow. The landlord shall give written notice of such deposit to each person, including the tenant and
any occupant other than the tenant, who in the landlord's good faith judgment may be entitled to receive the relocation fee. Upon
agreement by all persons so notified, the escrow holder may distribute the relocation fee in the manner agreed upon. If such parties
cannot reach agreement within thirty (30) days after the date the notice of deposit is given, the division and distribution of the
relocation fee shall be determined by the Hearing Officer following a hearing on the matter. No distribution from an escrow may occur
until the tenant who is to receive the relocation fee has signed a notarized stipulation to judgment pursuant to subsection D1 of this
section if the tenant still occupies the apartment unit.

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

E. Amount Of Relocation Fees: The amount of the relocation fee payable to a tenant entitled to such fee pursuant to the
provisions of this section shall be determined as follows:

Apartment Size Relocation Fee
Studio $  6,193.00
1 bedroom 9,148.00
2 or more bedrooms 12,394.00

Provided further, those households that include a senior, disabled person, or a minor shall be entitled to an additional relocation fee
in the amount of two thousand dollars ($2,000.00).

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

Commencing July 1, 2018, and on July 1 of each year thereafter, the amounts of the relocation fees set forth above shall be
increased annually by a percentage equal to the percentage increase, if any, of the Consumer Price Index for the Los
Angeles/Riverside/Orange County area, as published by the United States Department of Labor, Bureau of Labor Statistics between
May 1 of the then current year and May 1 of the immediately preceding year.

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

G. Waiver Of Relocation Fee:

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

2. After the required notice period has passed, if a tenant has signed a stipulation for judgment and received a relocation fee,
whether directly or as the result of the distribution of a deposit, and does not vacate the apartment unit within sixty (60) days after
such receipt, the tenant shall be deemed to have waived all rights to any relocation benefits to which he or she is otherwise entitled
pursuant to this section, and the tenant shall be obligated to return to the landlord any relocation fee or other benefit so received,
plus interest at the rate allowed by law. (Ord. 17-O-2729, eff. 5-5-2017; amd. Ord. 18-O-2766, eff. 12-21-2018)

4-6-10: REGISTRATION OF RENTAL UNITS:
   A.   Initial Registration: A landlord must register every rental unit that is subject to the provisions of this chapter within thirty (30)
days of receipt of notice from the City that registration is required, unless the rental unit is specifically exempt under this chapter.
Registration is complete only when all required information has been provided to the City and all outstanding fees and penalties have
been paid.

   B.   After Terminated Exemption: When a rental unit that was exempt from this chapter becomes governed by this chapter for the
first time, the landlord must register the unit with the City within thirty (30) days after the exemption ends.

   C.   Reregistration: When a rental unit is rerented after a vacancy, the landlord must reregister the unit with the City within thirty
(30) days after the rerental.

   D.   Registration Amendment: A landlord must file a registration amendment with the City within thirty (30) days of a change in a
rental unit's ownership or management, or a change in the owner's or manager's contact information. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-11: RENT ADJUSTMENTS UPON APPLICATION:
   A.   Basis For Application: A landlord may file a rent adjustment application with the City for all rental units in the landlord's rental
complex to achieve a just and reasonable return based on net operating income principles as set forth in subsection B of this section,
or on any other ground authorized by this chapter or by regulations adopted by the city council.

1. Application: An application for a rent adjustment pursuant to this chapter shall be filed upon a form prescribed by the city and
shall be accompanied by the payment of a fee as determined by resolution of the city council. If no fee has been established at the
time of application, the applicant shall pay a fee within thirty (30) days of the date the fee is established. The applicant shall produce
at the request of the hearing officer any records, receipts, reports or other documents in the applicant's possession, custody or
control that the hearing officer may deem appropriate to make a determination whether a rent adjustment should be approved. The
application shall be made under penalty of perjury and supporting documents shall be certified or verified as requested. Once the
registration process is established by the city, no application from a landlord shall be accepted unless the building in which the unit is
located is registered and any registration fees have been paid. If a landlord is seeking an adjustment pursuant to subsection B1g(2)
of this section the application shall not be filed with or accepted by the city unless the landlord provides any and all documents and
information on which the landlord relies to establish that the base date rent was disproportionately low.

2. Incomplete Applications: The city shall determine whether said application is complete within ten (10) business days of filing
of the application by the landlord. If it is determined that an application is not complete, the applicant shall be notified in writing as to
what additional information is required. In the event the applicant notifies the hearing officer that the requested information is
unavailable, the hearing officer shall proceed with scheduling a hearing as though the application is complete. Notice that an
application has been filed shall be sent to the landlord and all affected tenants by the hearing officer; said notice shall invite submittal
of evidence from all concerned parties.

3. Hearing Date: The hearing officer shall hold a hearing on said application within sixty (60) days after the application is
determined to be complete. Notice of the time, date, and place of the hearing shall be mailed to the applicant and the affected parties
at least ten (10) business days prior to date of the hearing. The notice of the hearing also shall be delivered to the affected parties by
posting the notice at the property at least ten (10) business days prior to date of the hearing. The notice to the affected parties shall
include a brief summary of the stated justification for the rent increase application and shall state that all submitted documents and
materials as well as any report prepared by the hearing officer or staff will be available for public review prior to the hearing.

4. Hearing Rules: At the hearing, the parties may offer any documents, testimony, written declarations, or other evidence that is
relevant to the requested rent adjustment. Formal rules of evidence shall not be applicable to such proceedings.

5. Conduct Of Hearing: The hearing officer shall control the conduct of the hearing and rule on procedural requests. The
hearing shall be conducted in the manner deemed by the hearing officer to be most suitable to secure that information and
documentation that is necessary to render an informed decision, and to result in a fair decision without unnecessary delay.

6. Ex Parte Communications: There shall be no oral communication outside the hearing between the hearing officer and any
party or witness. All discussion during the hearing shall be recorded. All written communication from the hearing officer to a party
after the hearing has commenced shall be provided to all parties.

7. Order Of Proceedings: The hearing shall ordinarily proceed in the following manner, unless the hearing officer determines
that some other order of proceedings would better facilitate the hearing:

a. A brief presentation by or on behalf of landlord, if landlord desires to expand upon the information contained in or appended
to the petition for rent adjustment, including presentations of any other affected parties and witnesses in support of the application.

b. A brief presentation of the results of any investigations or staff reports by staff in relation to the petition.

c. A brief presentation by or on behalf of opponents to the petition, including presentations of any other affected parties and
witnesses in opposition to the application.

d. Rebuttal by landlord.

e. The hearing officer shall establish equitable time limits for presentations at a hearing, subject to adjustments for translation
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and reasonable accommodation.

f. The hearing officer shall maintain an official hearing record, which shall constitute the exclusive record for decision.

8. Right Of Assistance: All parties to a hearing shall have the right to seek assistance in developing their positions, preparing
their statements, and presenting evidence from an attorney, tenant organization representative, landlord association representative,
translator, or any other person designated by said parties to a hearing.

9. Reopening Of Hearing: The hearing officer may reopen the hearing record when he or she believes that further evidence
should be considered to resolve a material issue, when the hearing has been closed, and when a final decision has not been issued
by the hearing officer. In such circumstances, the parties may waive a further hearing by agreeing in writing to allow additional
exhibits into evidence.

10. Hearing Decision: Within thirty (30) days after the hearing is closed, the hearing officer shall issue a decision, with written
findings in support thereof, approving, partially approving or disapproving a rent adjustment.

11. Notice Of Decision: A written notice of decision on a rent adjustment application shall be mailed to the applicant and all
affected tenants within one day of the issuance of the decision by the hearing officer. Such notice shall be accompanied by a copy of
the hearing decision.

12. Decision Subject To Review: Any final decision of the hearing officer is subject to judicial review pursuant to California Code
Of Civil Procedure section 1094.5 and must be filed in accordance with the time periods specified therein.

   B.   Substantive Grounds For A Rent Increase Application: A rent adjustment shall be approved in order to provide a just and
reasonable return and maintain net operating income in accordance with the following criteria:

1. Fair Net Operating Income: Fair return applications shall be considered according to the following guidelines:

a. Net Operating Income: Net operating income equals gross income minus operating expenses.

b. Gross Income: Gross income equals the following:

       (1)   Gross rents, computed on the basis of one hundred percent (100%) occupancy, using current rent levels, including the
current year annual general adjustment. To the extent that the annual general rent adjustment was not fully implemented or received
during the entire current year, it shall be annualized to reflect the total annual gross rents to which the property owner is already
entitled, plus

 (2)   Interest from security and cleaning deposits (except to the extent that said interest is payable to the tenants), plus

 (3)   Income from services, garage and parking fees, plus

       (4)   All other income or consideration received or receivable for or in connection with the use or occupancy of rental units and
housing services, minus

       (5)   Uncollected rents due to vacancy and bad debts, to the extent that the same are beyond the landlord's control.
Uncollected rents in excess of five percent (5%) of gross rents shall be presumed to be unreasonable and shall not be deducted
from gross rents unless it is established that they result from circumstances that are likely to continue to exist in future years.

c. Operating Expenses; Inclusions: Operating expenses shall include the following:

 (1)   Rent increase application filing fees (if the application is found to be meritorious);

       (2)   Annual registration fees to the extent that they cannot be passed through to tenants, pursuant to resolution of the city
council;

 (3)   License fees, real property taxes, utility costs, insurance;

       (4)   Normal and reasonable repair and maintenance expenses for rental units and the building or complex of buildings of
which the building is a part, including common areas, which shall include, but not be limited to, painting, normal cleaning, fumigation,
landscaping, repair and replacement of all standard services, including electrical, plumbing, carpentry, furnished appliances, drapes,
carpets and furniture. Owner performed labor shall be counted at reasonable rates established by the cost of obtaining similar
services in and around the city, provided the applicant submits documentation showing the date, time, and nature of the work
performed by the property owner;

       (5)   Allowable legal expenses, and management expenses (contracted or owner performed), including necessary and
reasonable advertising, accounting, other managerial expense. Management expenses are presumed to be six percent (6%) of
gross income, unless established otherwise. Management expenses in excess of eight percent (8%) of gross income are presumed
to be unreasonable and shall not be allowed unless it is established that such expenses do not exceed those ordinarily charged by
commercial management firms for similar residential properties;

       (6)   Attorney fees and costs incurred in connection with successful good faith attempts to recover rents owing and successful
good faith unlawful detainer actions not in violation of applicable law, to the extent the same are not recovered from tenants;

       (7)   Building improvements, the cost of any improvement mandated by any government statute, rule or regulation enacted
after January 1, 2017, major repairs, replacement and maintenance, except to the extent such costs are compensated by insurance
proceeds, subject to the condition that said improvements shall be amortized in years according to the schedule below, provided that
the hearing officer may use seven (7) years for unlisted items, or such other period of time as is determined by the hearing officer to
be reasonable.

Improvement Years
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in which case, the base year net operating income may be adjusted accordingly. In order to make such a determination, the hearing
officer must make at least one of the following findings:

(1) The landlord's operating and maintenance expenses in the base year were unusually high or low in comparison to other
years. In such instances, adjustments may be made in calculating such expenses so that the base year operating expenses reflect
average expenses for the property over a reasonable period of time. In considering whether the base year net operating income
yielded more or less than a fair net operating income the hearing officer shall consider the following factors:

(A) The landlord made substantial capital improvements during the base year, which were not reflected in the base year
rent levels;

(B) Substantial repairs were made due to damage caused by uninsured disaster or vandalism;

(C) Maintenance and repair were below accepted standards or resulted from the intentional deferral of other repairs or
work, which deferral caused significant deterioration of housing services, the building or individual units. If the time since the deferred
work was performed significantly exceeds the amortization periods established in subsection B1c(7) of this section, it shall be
presumed that it was intentionally deferred;

(D) Other expenses were unreasonably high or low, notwithstanding prudent business practice.

(2) The rent in the base year was disproportionately low due to the fact that it was not established in an arms length
transaction or other peculiar circumstances. To establish peculiar circumstances, the landlord must prove one or more of the
following: there existed between the tenant and the owner a family or close friend relationship; the rent had not been increased for
three (3) years prior to the base year; the tenant performed services for the owner; there was low maintenance of the property by the
owner in exchange for low rent increases or no rent increases; or any other special circumstances which affected the rent level
outside of market factors.

h. Fair Net Operating Income: If the Hearing Officer adjusts the base year rents, then the Hearing Officer shall permit rent
increases in the maximum allowable rent such that the landlord's net operating income shall be increased by one hundred percent
(100%) of the percentage increase in the Consumer Price Index between the base year and the current year. Unless the Hearing
Officer selects a base period other than the year 2016, the base year CPI shall be 240.007. For the purposes of this chapter, the
current CPI shall be the CPI last reported as of the date of the application. A rent increase granted pursuant to this chapter shall not
exceed the increase requested in the application.

C. Savings Clause: Nothing in this chapter shall be construed to prevent the grant of a rent adjustment upon application by a
landlord when required to permit a just and reasonable return to the landlord. This paragraph is a savings clause which provides a
basis for a Hearing Officer to receive relevant evidence demonstrating that a landlord is not receiving a just and reasonable return
under the provisions of the net operating income formula, so that the application of the net operating formula may be modified to
provide a just and reasonable return to the landlord. (Ord. 17-O-2729, eff. 5-5-2017)

4-6-12: REMEDIES:
A. Illegal Rent Or Withholding Of Relocation Fees:

1. It shall be unlawful for any landlord wilfully to demand, accept, receive, or retain any payment of rent in excess of the
maximum lawful rent permitted for an apartment unit by this chapter.

2. It shall be unlawful for any landlord wilfully to fail to provide any tenant with any relocation benefit to which such tenant is
entitled.

3. A tenant shall not pay otherwise allowable rent increases under section 4-6-3 of this chapter, if the landlord has failed to
substantially comply with the registration requirements of section 4-6-10 of this chapter. The nonpayment of rent increases in good
faith pursuant to this paragraph shall be a defense to any action brought to recover possession of a rental unit for nonpayment of
rent.

B. Reduction Of Housing Services: It shall be unlawful for any landlord to reduce housing services with the intent, or for the
purpose, of circumventing substantially the requirements and/or provisions or spirit of this chapter. A violation of this section shall be
deemed an increase in rent to the extent of the monetary advantage achieved thereby for the landlord or to the extent necessary for
the tenant to incur expenses to gain equivalent housing services by other means, whichever is greater. Any such violation shall
accordingly be subject to the tenants' remedies prescribed in subsections C and D of this section.

C. Refusal To Comply With Illegal Requests:

1. A tenant may refuse to pay any increase in rent which is in violation of the provisions of this chapter, and such violation shall
be a defense in any action brought to recover the possession of an apartment unit or to collect rent.

2. In addition to the remedies set forth in subsection C1 of this section, in any action brought to recover the possession of an
apartment unit, the court may consider as grounds for denial of the request for possession any violation of any provision of this
chapter. In addition, a court determination that the action was brought in retaliation for the exercise of any right conferred by this
chapter shall also be grounds for denial of the request for possession.

D. Civil Remedies: Whenever it is necessary for any tenant to file a court action to recover the payment of rent which was in
excess of the maximum lawful rent allowed by the provisions of this chapter, or to collect any relocation fee provided for in this
chapter, or whenever it is necessary for the tenant to defend against any wrongful action filed in court against the tenant by the
landlord to recover the possession of the tenant's apartment unit, the landlord shall be liable to the tenant for damages in the amount
of five hundred dollars ($500.00) or not more than three (3) times the amount by which the payment or payments demanded,
accepted, received, or retained exceed the lawful amount of rent or relocation fees due to the tenant, whichever is greater. The
prevailing party in any such suit shall be entitled to reasonable attorney fees and costs as determined by the court.
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E. Penalties: Any person violating any of the provisions, or failing to comply with any of the requirements, of this chapter shall be
subject to the penalties and punishment of title 1, chapter 3 of this Code. (Ord. 17-O-2729, eff. 5-5-2017; amd. Ord. 17-O-2745, eff.
1-19-2018)
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CITY OF BEVERLY HILLS 

RENT STABILIZATION COMMISSION 

May 4, 2022 

TO: Rent Stabilization Commission 

FROM: Helen Morales, Deputy Director Rent Stabilization, DPA 

SUBJECT: FAIR RATE OF RETURN AND THE RENT ADJUSTMENT APPLICATION 
PROCESS IN CONNECTION WITH POSSIBLE AMENDMENTS TO THE 
RENT STABILIZATION ORDINANCE (RSO) REGARDING SURCHARGES 
AND THE AMOUNT OF ANNUAL MAXIMUM ALLOWABLE RENT 
INCREASES 

ATTACHMENTS: A. Title 4-Chapter 5 Rent Stabilization, Part I,  Beverly Hills Municipal Code 
§ 4-5-401

B. Title 4-Chapter 6 Rent Stabilization, Part II, Beverly Hills Municipal Code
§4-6-11

C. Rent Stabilization Commission Meeting April 6, 2022 Staff Report
D. Landlords Rent Adjustment Application
E. Landlords Rent Adjustment Application Instructions

INTRODUCTION 

Staff seeks recommendations from the Rent Stabilization Commission (Commission) to the City 
Council regarding possible amendments to the Rent Stabilization Ordinance (RSO) for both 
Chapter 5 and Chapter 6 of Title 4 of the Beverly Hills Municipal Code (BHMC) regarding 
surcharges that allow housing providers to pass through costs to tenants relating to water service 
penalties and/or surcharges, refuse fees, and for Chapter 5 tenants only, capital expenditures, 
improvement expenses mandated by law, including seismic retrofit, utility expense, and for 
additional tenants. Staff also seeks recommendations from the Commission to the City Council 
regarding possible amendments to Chapters 5 and 6 regarding the amount of the cap on 
maximum allowable annual rent increases. 

BACKGROUND 

The City Council established the Commission pursuant to Ordinance 19-O-2776, which became 
effective on May 3, 2019, and is codified at BHMC § 2-2-501. Pursuant to BHMC §2-2-502, one  
of the duties of the Commission shall be to make recommendations to the City Council concerning 
amendments to Title 4, Chapter 5 and 6 of the BHMC that have not been resolved by the City 
Council. Surcharges that allow housing providers to pass through costs to tenants relating to 
water service penalties and/or surcharges, refuse fees, and for Chapter 5 tenants only, capital 
expenditures, improvement expenses mandated by law, including seismic retrofit, utility expense, 
and charges for additional tenants, and the amount of the maximum allowable rent increase are 
matters subject to the Commissions’ charge.   

When Chapter 5 was adopted by the City Council, the purpose of the RSO was to protect tenants 
who resided in units with low rent levels ($600 per month or less) from unwarranted evictions and 
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excessive rent increases.  At that time, the view was that tenants residing in rental units who paid 
more than $600 per month did not need those protections.  Chapter 5 includes a provision that 
allows for an annual general rent adjustment (BHMC § 4-5-303) and a procedure pursuant to 
which a landlord can apply to the City for a rent increase due to hardship, which is determined by 
a hearing officer (BHMC § 4-5-401) (Attachment A). 

The City Council subsequently became aware of excessive rent increases that were being 
imposed against tenants in units that were not governed by Chapter 5.  As a result, the City 
Council adopted Chapter 6, which generally was known as the “anti-gouging ordinance,” because 
it only prevented rent increases that were greater than 10% per year for units that were not subject 
to Chapter 5.  Due to changing circumstances in the economy and the City’s rental market and 
concerns raised by tenants, in 2017, the City Council adopted various amendments to Chapter 6, 
the most significant of which were: (1) to impose a lower cap on annual rent increases of 3% or 
the increase of the CPI, whichever is greater, instead of 10% (BHMC § 4-6-3); (2) to include a 
process by which a landlord can apply to the City for a rent increase based on a net operating 
income formula (BHMC § 4-6-11) (Attachment B), and (3) to add “just cause” eviction 
requirements (Ordinance No. 18-O-2766. 

By amendment to the RSO on May 24, 1991, the City Council imposed a surcharge/penalty on 
property owners in the City for excessive water use.  Subsequently, on December 9, 1991, the 
City Council allowed housing providers to pass through charges for refuse fees, since refuse fees 
are directly related to the tenants’ generation of trash at a property.  Subsequently, as with the 
refuse fees, the City Council allowed housing providers to pass through those charges to tenants 
because the tenants generate water usage at rental properties. 

As a reminder, the BHMC provides various surcharges that allow a housing provider to pass 
through certain expenses without undertaking a rent increase application process. Housing 
providers for both Chapter 5 and Chapter 6 tenants may pass-through the following surcharges: 

 Water service penalties and/or surcharges, at a rate of 90% of the penalties and/or 
surcharges (BHMC 4-5-308 and 4-6-7); and 

 Refuse fees, at a rate of 100% of the fees (BHMC 4-5-309 and 4-6-8). 

The BHMC allows housing providers to pass the following additional surcharges to Chapter 5 
tenants only:   

 Capital expenditures surcharge- at a rate of no greater than 4% of base rent which 
validly existed prior to the latest allowable re-computation of the rent (BHMC 4-5-304); 

 Improvement expenses mandated by law- including interest or the value of capital up 
to  18% per year (which includes seismic retrofit) (BHMC 4-5-305); 

 Utility expense surcharge- the difference between the percentage increase in basic 
and essential utility expenses included in the base rent and the allowable rent increase 
percentage (BHMC 4-5-306); and 
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 Additional Tenant surcharge- the property owner may raise the rent for an additional 
tenant in a maximum amount not to exceed 10% of the base rent for each tenant 
(BHMC 4-5-307). 

On April 6, 2022, staff introduced the pass through and maximum allowable rent increase topics 
for discussion.  A copy of the April 4, 2022 Rent Stabilization Commission Staff Report is attached 
as Attachment C. The Commission requested additional information regarding these topics. The 
focus of this report will be on the “ just and reasonable return” doctrine and the rent adjustment 
application process, which is in response to the Commissioners’ request for more information on 
the issue of a “ just and reasonable return.”  The “just and reasonable  return” doctrine is important 
to understand before addressing any potential modifications to the RSO related to pass through 
and maximum allowable rent increases, because it provides the basis for the rent adjustment 
application process that allows landlords an opportunity to request a rent increase above the 
annual general rent adjustment if the landlords are not receiving a “just and reasonable return” 
from their properties.    

 Just and Reasonable Return 

Housing providers subject to rent stabilization ordinances have a constitutional right to a “just and 
reasonable return.”  In the rent control context, ensuring a just and reasonable return to a landlord 
avoids an unconstitutional taking of property that requires compensation to the landlord from a 
governmental entity. Courts have described a “just and reasonable return” as one that is high 
enough to encourage good management, reward efficiency and discourage the flight of capital 
and is commensurate with returns from similar investments, but not so high as to defeat the 
purpose of preventing excessive rents. Courts have not established a precise definition of this 
standard, do not require the use of a particular methodology or formula, and have upheld 
ordinances that either contain a list of non-exclusive factors to be considered in connection with 
a rent increase application or the use a net operating income formula. Accordingly, there are a 
range of rents that can be characterized as providing a just and reasonable return.  

As discussed below, the City of Beverly Hills RSO allows housing providers an opportunity to 
request a rent adjustment beyond the maximum allowable annual rent increase, pursuant to 
BHMC §§ 4-5-303 and 4-6-3, in order to comply with the constitutional right to a “just and 
reasonable return.”  Under BHMC §§ 4-5-401 and 4-6-11, a housing provider has the right to 
request a rent adjustment on the basis that an additional rent increase is necessary so that the 
housing provider is able to obtain a “just and reasonable return” from the property. 

No rent increase application has been filed with the City since 2017, when the maximum annual 
rent increase allowed by Chapter 6 was lowered from 10% to 3%.  This may be due, at least in 
part, to the State Costa Hawkins Rental Housing Act (Civil Code Section 1954.20 et seq.) which 
allows rents to be increased to market level when a unit is voluntarily vacated.    

BHMC Rent Adjustments 

Chapter 5.  BHMC § 4-5-401 provides that for the units that are subject to its provisions,1 an 
independent hearing officer designated by the City Manager shall review and make 
determinations on applications form landlords for special increases above those allowed for under 

1 Approximately 217 rental units in the City are subject to Chapter 5. 
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BHMC § 4-5-303 based on hardship. Chapter 5 is an example of an ordinance that uses various 
factors rather than a net operating income formula to determine a just and reasonable return.  

A hearing officer may grant any application for rent adjustment if the hearing officer determines 
that a rent adjustment is necessary in order to: 

1. Implement the purposes of this chapter and to protect the public health and welfare, with
particular reference to protecting the occupants of apartment units from unreasonable
rent increases, while at the same time recognizing the landlord’s need to have the rent
be sufficient to cover maintenance and the costs of operation of the building, and
encouraging capital improvements; or

2. Prevent the strict application of this chapter from imposing an undue economic hardship
upon a landlord in a particular case of special circumstances; or

3. Prevent the provisions of this chapter from operating in an unreasonable or illegal manner
in the particular circumstances of an applicant (BHMC § 4-5-401 (A)).

Chapter 6. A Maintenance of Net Operating Income (MNOI) formula is a type of just and 
reasonable return standard used by many RSO jurisdictions, including Beverly Hills with respect 
to Chapter 6 units.   BHMC § 4-6-11 provides that a rent adjustment shall be approved in order 
to provide a just and reasonable return and maintain net operating income.  Under an MNOI 
standard, a “just and reasonable return” is determined by comparing the current net operating 
income with a base year net operating income.  The base year has historically been determined 
by cities/counties with rent stabilization ordinances to be the year prior to the enactment of the 
rent stabilization ordinance.  The base year for units in the City of Beverly Hills that are subject 
to Chapter 6 is 2016 (BHMC §4-6-11 B (1) (e)). A more detailed explanation of the MNOI is 
provided below.  

BHMC § 4-6-11 provides that an independent hearing officer will receive and consider 
applications from landlords for special increases above those allowed for under BHMC § 4-6-3 
for units under Chapter 6 based on achieving a just and reasonable pursuant to net 
operating income principles:  

1. A landlord may file a rent adjustment application with the City for all rental units in the
landlord’s rental complex to achieve a just and reasonable return based on net operating
income principles as set forth in B of this section, or on any other ground authorized by
this chapter or by regulations adopted by the city council (BHMC §4-6-11 (A)).

2. A rent adjustment shall be approved in order to provide a just and reasonable return and
maintain net operating income…. (BHMC § 4-6-11 (B)).

3. Fair net operating income: fair return applications shall be considered according to the
following guidelines

a. Net operating income equals gross income minus operating income (BHMC §4-
6-11 (B) (1).
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In order for a hearing officer to determine fair net operating income, the hearing officer 
must evaluate the net operating income for the current year when the application is filed 
(all allowable gross income minus all allowable operating expenses), against the base 
year, 2016, net operating income (all allowable gross income minus all allowable 
operating expenses).  The hearing officer may use a different base year if the owner, for 
good cause, cannot produce financial records for 2016. There is a presumption that the 
net operating income for the base year provided a fair rate of return.  However, BHMC § 
4-6-11(B) (1) (g) provides that the presumption may be rebutted by a property owner by
demonstrating to the hearing officer that the landlord’s operating and maintenance
expenses in the base year were unusually high or low in comparison to other years or the
rent in the base year was disproportionately low due to the fact that it was not established
in an arms-length transaction or other peculiar circumstances.

It is important to note that mortgage interest and principal payments, as well as other 
expenses, are excluded from operating expenses.  BHMC §4-6-11 (B) provides criteria 
for determining net operating income as follows: 
B. Substantive Grounds For A Rent Increase Application: A rent adjustment shall be
approved in order to provide a just and reasonable return and maintain net operating
income in accordance with the following criteria:

1. Fair Net Operating Income: Fair return applications shall be considered
according to the following guidelines: 

a. Net Operating Income: Net operating income equals gross income minus operating
expenses. 

b. Gross Income: Gross income equals the following:
(1) Gross rents, computed on the basis of one hundred percent (100%) occupancy,

using current rent levels, including the current year annual general adjustment. To the 
extent that the annual general rent adjustment was not fully implemented or received 
during the entire current year, it shall be annualized to reflect the total annual gross 
rents to which the property owner is already entitled, plus 

(2) Interest from security and cleaning deposits (except to the extent that said
interest is payable to the tenants), plus 

(3) Income from services, garage and parking fees, plus
(4) All other income or consideration received or receivable for or in connection

with the use or occupancy of rental units and housing services, minus 
(5) Uncollected rents due to vacancy and bad debts, to the extent that the

same are beyond the landlord's control. Uncollected rents in excess of five percent (5%) 
of gross rents shall be presumed to be unreasonable and shall not be deducted from 
gross rents unless it is established that they result from circumstances that are likely to 
continue to exist in future years. 

c. Operating Expenses; Inclusions: Operating expenses shall include the
following: 

(1) Rent increase application filing fees (if the application is found to be
meritorious); 

(2) Annual registration fees to the extent that they cannot be passed through to
tenants, pursuant to resolution of the city council; 

(3) License fees, real property taxes, utility costs, insurance;
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(4) Normal and reasonable repair and maintenance expenses for rental units
and the building or complex of buildings of which the building is a part, including 
common areas, which shall include, but not be limited to, painting, normal cleaning, 
fumigation, landscaping, repair and replacement of all standard services, including 
electrical, plumbing, carpentry, furnished appliances, drapes, carpets and furniture. 
Owner performed labor shall be counted at reasonable rates established by the cost of 
obtaining similar services in and around the city, provided the applicant submits 
documentation showing the date, time, and nature of the work performed by the 
property owner; 

(5) Allowable legal expenses, and management expenses (contracted or owner
performed), including necessary and reasonable advertising, accounting, other 
managerial expense. Management expenses are presumed to be six percent (6%) of 
gross income, unless established otherwise. Management expenses in excess of eight 
percent (8%) of gross income are presumed to be unreasonable and shall not be 
allowed unless it is established that such expenses do not exceed those ordinarily 
charged by commercial management firms for similar residential properties; 

(6) Attorney fees and costs incurred in connection with successful good faith
attempts to recover rents owing and successful good faith unlawful detainer actions not 
in violation of applicable law, to the extent the same are not recovered from tenants; 

(7) Building improvements, the cost of any improvement mandated by any
government statute, rule or regulation enacted after January 1, 2017, major repairs, 
replacement and maintenance, except to the extent such costs are compensated by 
insurance proceeds, subject to the condition that said improvements shall be amortized 
in years according to the schedule below, provided that the hearing officer may use 
seven (7) years for unlisted items, or such other period of time as is determined by the 
hearing officer to be reasonable. 

Improvement Years 
Improvement Years

Air conditioner 10 
Appliances, major (other than those specifically listed) 7 
Cabinets 10
Dishwasher 7
Doors 10
Dryer 7
Drywall 10
Electric wiring 15 
Elevator 20
Fencing 10
Fire alarm system 10 
Fire escape 10 
Flooring 7
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Garbage disposal 7 
Gates 10
Gutters 10
Heating 10
Insulation 10
Locks 7
Paving 10
Plumbing 10
Pumps 10
Refrigerator 10
Roofing 10
Security system 10 
Stove 10
Washing machine 7 
Water heater 7 

(8) Reasonable expenses, fees and other costs for professional services
reasonably incurred in the course of successfully pursuing or defending rights under or 
in relationship to this chapter. 

d. Excluded From Operating Expenses: Operating expenses shall not include:
(1) Maintenance and repair work that resulted from the intentional deferral of

other repairs or work, which deferral caused significant deterioration of housing 
services, the building or individual units (if the time since the work was performed 
significantly exceeds the amortization periods established in subsection B1c(7) of this 
section, it shall be presumed that it was intentionally deferred); 

(2) Avoidable and unnecessary expense increases since the base year;
(3) Mortgage interest and principal payments; fees, other than fees expressly

authorized by subsection B1c of this section; 
(4) Penalties and interest awarded for violation of this or any other law; or legal

fees, except as provided in this section; 
(5) Depreciation;
(6) Any expenses for which the landlord has been reimbursed by any utility

rebate or discount, security deposit, insurance settlement, judgment for damages, or 
settlement; 

(7) Any expense that has been passed through lawfully to tenants pursuant to
the provisions of this chapter. 
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If a hearing officer determines that the owner is not receiving fair net operating income 
from the property, the hearing officer shall permit rent increases to the maximum 
allowable rent such that the landlord’s net operating income shall be increased  by 100% 
of the percentage increase in the Consumer Price Index (CPI) between the base year 
and the current year. A rent increase cannot exceed the rent increase requested in the 
application.  

Chapter 6 also contains a savings clause whereby a hearing officer may receive relevant 
evidence demonstrating that a landlord is not receiving a just and reasonable return under 
the provisions of the net operating income formula so that the application of the net 
operating formula may be modified to provide a just and reasonable return to the landlord. 

Rent Adjustment Application Process 

A Landlord Rent Adjustment Application (Attachment D) must be filed with the RSO office along 
with the required fee.  The application should also include: proof of completion of rent registration; 
a letter authorizing a designated agent to submit the application on the landlord’s behalf (if 
applicable); and supporting documentation.  

Upon receipt of the application the City will have ten (10) business days to determine whether the 
application is complete.  If the application is not complete, the City will notify the landlord in writing 
of the deficiencies. 

The City will then issue a notice that the application was filed and serve the notice to the landlord 
and all affected tenants. The notice shall invite submittal of evidence from all concerned parties. 

A hearing shall be scheduled within sixty (60) days after the application has been deemed 
complete.  A notice of hearing shall be mailed to the applicant and all affected parties within ten 
(10) business days prior to the hearing. At the hearing, the parties may offer documents and
testimony, written declarations or other evidence that is relevant to the requested rent adjustment.

Within thirty (30) days after the hearing is closed, the hearing officer shall issue a decision with 
written findings. Any final decision of the hearing officer is subject to judicial review pursuant to 
California Civil Procedure § 1094.5.  A copy of the Landlord Rent Adjustment Application 
Instructions is attached as Attachment E.  

Next Steps 

Staff encourages the Commission to discuss what, if any, revisions should be recommended to 
the City Council to be made to the RSO regarding surcharges, including seismic retrofit, and 
allowable annual rent increases for both Chapter 5 and Chapter 6 of the RSO or request staff to 
provide additional information to assist in making a recommendation to City Council.  
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CITY OF BEVERLY HILLS 

RENT STABILIZATION COMMISSION 

April 6, 2022 

TO: Rent Stabilization Commission 

FROM: Helen Morales, Deputy Director Rent Stabilization, DPA 

SUBJECT: POSSIBLE AMENDMENTS TO THE RENT STABILIZATION ORDINANCE 
(RSO) RE: SURCHARGES ALLOWING HOUSING PROVIDERS TO PASS 
THROUGH COSTS TO TENANTS, INCLUDING ADDING SEISMIC 
RETROFIT FOR CHAPTER 6 TENANTS; AND THE MAXIMUM 
ALLOWABLE RENT INCREASE 

ATTACHMENT: A. HR&A Policy Issue on Maximum Annual Rent Increase Policies
B. Maximum Allowable Rent Increase Policy Comments, Concerns and

Suggestions
C. Title 4-Chapter 5 Rent Stabilization, Part I of the Beverly Hills Municipal

Code
D. Title 4-Chapter 6 Rent Stabilization, Part II of the Beverly Hills Municipal

Code

INTRODUCTION 

Staff seeks recommendations from the Rent Stabilization Commission (Commission) to the City 
Council regarding possible amendments to the Rent Stabilization Ordinance (RSO) for both 
Chapter 5 and Chapter 6 of Title 4 of the Beverly Hills Municipal Code (BHMC) regarding 
surcharges that allow housing providers to pass through costs to tenants relating to water service 
penalties and/or surcharges, refuse fees, and for Chapter 5 tenants only, capital expenditures, 
improvement expenses mandated by law, including seismic retrofit, utility expense, and additional 
tenants. Staff also seeks recommendations from the Commission to the City Council regarding 
possible amendments to Chapters 5 and 6 regarding the maximum allowable annual rent 
increases. 

BACKGROUND 

The City Council established the Commission pursuant to Ordinance 19-O-2776, which became 
effective on May 3, 2019 and is codified at BHMC Section 2-2-501. Pursuant to BHMC Section  
2-2-502, one of the duties of the Commission shall be to make recommendations to the City
Council concerning amendments to Title 4, Chapter 5 and 6 of the BHMC that have not been
resolved by the City Council. The matter regarding surcharges that allow housing providers to
pass through costs to tenants relating to water service penalty, refuse fee, capital expenditures,
improvement expenses mandated by law, including seismic retrofit, utility expense, and additional
tenants, and the maximum allowable rent increase are matters subject to the Commissions’
charge.

The City contracted with HR&A to provide policy issue papers on matters subject to the facilitated 
sessions that formed the foundation of the Commission’s charge.  The HR&A Policy Issue on 
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Maximum Annual Rent Increase Policies (HR&A report) is provided in Attachment A.  The staff 
collected comments, concerns and suggestions on this issue and summarized them on the 
Maximum Allowable Rent Increase Policy Comments, Concerns and Suggestions table provided 
in Attachment B.  

Maximum Allowable Rent Increases 

The RSO provides the maximum allowable annual rent increases that can be charged for an 
occupied unit in BHMC at 4-5-303 (Chapter 5) and 4-6-3 (Chapter 6). In setting the maximum 
allowable rent increase, the City seeks a balance between protecting tenants from excessive rent 
increases with the ability to provide housing providers with a fair rate of return on their investment. 
Units subject to the maximum allowable rent increases are those with continued occupancy. 
Once a unit is voluntarily vacated, the unit can be returned to market rate and when the unit is 
reoccupied, the unit becomes subject to the RSO’s maximum allowable rent increases.     

Rent Increases 

The BHMC, at Title 4, classifies tenants as either a Chapter 5  or Chapter 6 tenant as follows 
(Title 4, Chapter 5 and Chapter 6 are attached respectively as Attachment C and D): 

Chapter 5, those tenants  original rent contracts of $600 or less per month and live in a
structure completed before September 20, 1978; or

Chapter 6, those tenants that have original rent contracts that exceed $600 per month
and live a unit in a building that has a certificate of occupancy issued on or before
February 1, 1995.

For Chapter 5 tenants the maximum allowable rent increase is calculated monthly, using the 
lesser of 8% or the change in the CPI, calculated by the difference of the sum of the Los Angeles 
Area CPI for the 12 months preceding the most recent 12 months, and dividing that difference by 
the lesser of the two 12 months period sum (BHMC 4-5-303). 

For Chapter 6, the maximum allowable rent increase is the greater of 3% or the percentage 
increase in the LA Area CPI between May 1 of the then current year and May 1 of the preceding 
year (BHMC 4-6-3). The Chapter 6 maximum allowable rent increase is calculated using the May 
to May change in CPI annually. 

Both Chapter 5 and Chapter 6 limit annual rent increases to once every 12 months and permit 
housing providers to petition for rent increases beyond the allowable percentage amount through 
a rent increase application process to ensure that housing providers are receiving a fair just and 
reasonable rate of return (BHMC 4-6-11) and are not subject of an undue hardship (BHMC 4-5-
401). 

RSO California Rent Increase Comparison 

According to the HR&A report, among the 14 California cities it studied, 12 of the 14 cities, 
including Beverly Hills, use the CPI to set the allowable rent increase, while only 2 cities use a 
fixed percentage other than the CPI.  

Of the 12 cities that use the CPI, seven base the allowable rent increase on a fraction of the total 
annual change in CPI as opposed to 100%.  Beverly Hills uses 100% of the change in CPI.  As 
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referenced in the HR&A report below, seven of the 12 cities have a maximum rent increase, like 
Chapter 5 and three of the 12 cities have a minimum increase, like Chapter 6.   

Figure 1: Comparison of Allowable Rent Increase Approaches and Percentages 
in California Cities with Rent Regulation 

City 
Fixed 

Percentage 

Fixed 
Dollar 
Amount CPI 

Applicable 
Percentage of 

CPI 

Allowable 
Minimum 
Increase 

Allowable 
Maximum 
Increase1,2

Beverly Hills -- 
Chapter 5  100% - 8%

Beverly Hills -- 
Chapter 6  100% 3% -

Berkeley 65% - -
East Palo Alto 80% - 10%
Hayward - - 5%
Los Angeles 100% 3% 8%
Los Gatos 70% - 5%
Oakland 100% - 10%
Mountain View 100% 2% 5%
Palm Springs 75% - -
Richmond 100% - -
San Jose - - 5%
San Francisco 60% - 7%
Santa Monica 75% - -
West 
Hollywood  75% - -

1 For cities that use CPI, this would be expressed as the lesser of the allowable maximum percentage 
increase or the relevant percent change in CPI. 
2 Does not include the allowable maximum increase with rent "banking." 

Source: HR&A Advisors, Inc. and the individual cities (p.5) 

Culver City had not adopted its rent stabilization ordinance at the time that HR&A conducted their 
study.  The Culver City annual permissible rent increase is based on the percentage change in 
the CPI with a cap of 5% and a minimum of 2%.   

Surcharges/Pass Through Costs 

The BHMC provides various surcharges that allow a housing provider to pass through certain 
expenses without undertaking a rent increase application process. Housing providers for both 
Chapter 5 and Chapter 6 tenants may pass-through the following surcharges: 

water service penalties and/or surcharges, at a rate of 90% of the penalties and/or
surcharges (BHMC 4-5-308 and 4-6-7); and

refuse fees, at a rate of 100% of the fees (BHMC 4-5-309 and 4-6-8).
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The BHMC allows housing providers to pass the following additional surcharges to Chapter 5 
tenants only:   

Capital expenditures surcharge- at a rate of no greater than 4% of base rent which
validly existed prior to the latest allowable recomputation of yhe rent (BHMC 4-5-304);

Improvement expenses mandated by law- including interest or the value of capital up
to  18% per year (which includes seismic retrofit) (BHMC 4-5-305);

Utility expense surcharge- the difference between the percentage increase in basic
and essential utility expenses included in the base rent and the allowable rent increase
percentage (BHMC 4-5-306); and

Additional Tenant surcharge- the property owner may raise the rent for an additional
tenant in a maximum amount not to exceed 10% of the base rent for each tenant
(BHMC 4-5-307).

Other cities with rent stabilization ordinances also allow various types of costs to be 
passed through to tenants without a rent increase application.  HR&A analysis included 
data of cities that allowed costs to be passed through to tenants relating to capital 
expenditures, utilities, RSO registration or administrative fees, and other related costs.  
The following figure from the HR&A report reflects a comparison of generalized pass 
through expenses allowed by California cities with rent regulations (at the time the report 
was issued).  
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Figure 2: Comparison of Generalized Allowable Pass-Through Expense 
Categories That Do Not Require a Rent Increase Application Process Among 
California Cities with Rent Regulation 

City Capital Expenses Utilities

RSO Registration 
or Administration 

Fees 
Other City- 

Imposed Fees 
Beverly Hills -- 
Chapter 5    
Beverly Hills -- 
Chapter 6  
Berkeley 
East Palo Alto 
Hayward 
Los Angeles1 

Los Gatos 
Oakland 
Mountain View 
Palm Springs 
Richmond 
San Jose 
San Francisco 
Santa Monica 
West Hollywood 
Percentage 36% 50% 71% 43%
1 Allowable pass-through for Systematic Code Enforcement Program (“SCEP”) fees, which are charged to all 
multifamily residential rental property owners in the City of Los Angeles, is included under the “Other City-Imposed 
Fees” column.  

Source: HR&A Advisors, Inc. and the individual cities (P. 6) 

In addition to the foregoing, Culver City allows pass throughs for eligible capital improvements at 
a rate of 50% of the approved costs of an eligible capital improvement. Property owners are 
required to complete an application process before any pass through is allowed.  The capital 
improvement pass through cannot exceed 3% of the rent in effect at the time the property owner 
files its application with the City. If the pass through costs exceeds the 3%, the city may calculate 
the pass through costs to be extended beyond the established amortization period to allow the 
housing providers to recover capital improvement costs that exceed the 3% maximum rent 
increase. Culver City’s rent control ordinance established a tenant hardship waiver for qualified 
low income tenants.  
Seismic Retrofit Surcharge Pass-through 

The City Council adopted Ordinance No. 18-O-2767 on December 11, 2018, effective January 
11, 2019, requiring owners to retrofit properties identified by the City, which includes multi-family 
properties that are subject to the RSO.  The City Council requested that the Commission consider 
and provide the City Council with recommendations regarding a seismic retrofit surcharge to allow 
housing providers to pass through costs associated with the mandatory seismic retrofit ordinance 
for Chapter 6 tenants. 
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The following represents how other cities with RSO ordinances have addressed allowances of 
pass-through costs to tenants for seismic retrofit: 

Pass-Through Comparison 

Jurisdiction Retrofit Cost Sharing by Tenants 

Los Angeles 
Pass through of 50% of retrofit costs to tenants 
with maximum of $38/month for a period not to 
exceed 10 years 

Santa Monica 
The Rent Board has determined that owners may 
not pass through costs of  seismic retrofit to 
tenants 

Culver City 

Pass through of 50% of the approved costs of an 
eligible capital improvement not to exceed 3% of 
the rent in effect at the time the property owner 
files its application with the City 

West Hollywood 

The Rent Commission determined that no pass 
throughs would be allowed for seismic retrofit. 
The City does allow an NOI- a net operating 
income- process for those owners who feel they 
are not receiving a fair return  

Beverly Hills 
Currently allowed for Chapter 5 Tenants under the 
expenditures mandated by law (BHMC 4-5-305) 
and not allowed for Chapter 6 Tenants 

The above chart reflects that both Santa Monica and West Hollywood do not allow pass through 
of costs specific for seismic retrofit.  West Hollywood directs its property owners to complete the 
NOI-net operating Income- process if they feel that as a result of the seismic costs, they are not 
receiving a fair rate of return.  This process, if determined by a hearing officer, may allow an owner 
to increase rent in order to ensure a fair rate of return on investment to the owner. The City of 
Beverly Hills also has a similar process and property owners currently may submit a rent 
adjustment application to achieve a just and reasonable return based on net operating income 
principles (BHMC 4-6-11) for Chapter 6 tenants and additional rent increases above the allowed 
rent increases based on hardship (BHMC 4-5-401) for Chapter 5 tenants.  

Los Angeles allows a pass through of 50% to tenants, through a capital improvement application 
process, with a maximum of $38 monthly for a period not to exceed 10 years for seismic retrofit. 
Culver City, like Los Angeles, allows for a pass through of costs to tenants at a 50% rate, not to 
exceed 3% of the rent in effect at the time the property owner files its application with the City for 
seismic retrofit.  Once a unit becomes vacancy decontrolled, the costs must be passed through 
by the new market rate rent.  
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Facilitated Sessions 

The City held a series of facilitated sessions regarding possible amendments to the RSO, 
including one on the topic of maximum allowable rent increases, which took place on September 
16, 2018. Staff summarized the comments, concerns and suggestions received from the 
facilitated session on this topic (Attachment B). 

Policy Options 

In an effort to assist the City Council to consider the range of policy options regarding the 
maximum allowable rent increase, staff offered the following Policy Package options: 

Policy Package #1. No Policy Change 

In this case, the City would continue to allow annual rent increases as follows: 

Chapter 5:  the lesser of the percent change in CPI or 8.0 percent; and
Chapter 6: the greater of the percent change in CPI or 3.0 percent.

Policy Package #2. Set a maximum dollar amount by which rents may be increased 
annually, coupled with the existing allowable increases based on CPI 

In this case, the existing allowance of increases, as referenced in Policy No. 1 would be allowed, 
but the increase would be limited to an annual maximum dollar amount.   

Policy Package #3. Set a fixed annual maximum allowable rent percentage for Chapter 6 
Tenants.  

In this case, the City would fix a maximum allowable rent increase for Chapter 6, similar to what 
currently is the case for Chapter 5, and eliminate the 3.0 percent minimum requirement.  

Policy Option #4. Eliminate allowable maximum and minimum rent increases and set 
increases based entirely on 100 percent of some fraction of percentage change in CPI. 

In this case, the City would allow rent increases to fluctuate with the changes in the CPI with no 
minimum and no maximum.  

Policy Option #5. Allow more operating expense pass throughs for Chapter 6 housing 
providers without an application process. 

In this case, the City would add surcharges for Chapter 6, like those currently allowed for Chapter 
5, such as surcharges for utility expense, capital expenditures, improvements mandated by law 
(like seismic retrofit), and additional tenant, with or without limits to what share of the respected 
expense may be passed through.  
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Policy Option #6. Limit operating expense pass throughs, either by precluding them or 
requiring formal rent increase application process.  

In this case, the City would reduce or eliminate allowable expenses pass throughs, or approve 
certain pass throughs only through an application process.  

Policy Option #7. Require apartment buildings to meet habitability standard in order for 
housing providers to increase rents.  

The Commission, in its discussion on habitability, determined to recommend to City Council to 
amend the RSO to not allow housing providers to increase rents if their property has 
outstanding habitability violations.  

The following reflects a summary of comments and written statements that were received from 
the facilitated sessions regarding maximum allowable rent increase and surcharges allowed to be 
passed through to tenants: 

The majority of housing providers that provided comments supported no policy
change (option 1) and fixed annual maximum allowable rent percentage increase for
Chapter 6 (option 3). Most housing providers that provided comments suggested a
maximum of 6% to 7% allowable rent increase for Chapter 6 and offered that 10% is
too high.

Most tenants that provided comments supported eliminating the allowable maximum
and minimum increases and to set increases based entirely on 100% or some
fraction of percentage change in the CPI.

Most tenants who responded supported the requirement that property owners be
required to meet habitability standards in order for housing providers to be able to
increase rents.

Most tenants who responded supported limiting expense pass throughs, either by
precluding them or by requiring a formal rent increase application process.

Most housing providers who responded supported increasing operating expense
pass through for Chapter 6 tenants without an application process.

Next Steps 

Staff encourages the Commission to discuss what, if any, revisions should be recommended to 
the City Council to be made to the RSO regarding surcharges, including seismic retrofit, and 
allowable annual rent increases for both Chapter 5 and Chapter 6 of the RSO.  
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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: Maximum Annual Rent Increase Policies in the Beverly Hills Rent Stabilization Context 

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 addresses whether, and if so how, the City 
Council might consider amending the RSO or other sections of the City’s Municipal Code to adjust its policies 
for regulating the maximum allowable annual rent increases for RSO units. 

The Issue Paper begins with a general statement about the issue as it has arisen in the context of the RSO, 
describes the City’s current policies on allowable rent increases, highlights related positions mentioned in 
public discussions about the RSO Amendments, and summarizes how this issue is addressed by 13 other 
California cities with rent regulation, based on a review of their ordinances and regulations and through 
discussions with several of those cities’ representatives. The Issue Paper then presents data from various 
sources that have a bearing on the issue, including the U.S. Bureau of Labor Statistics (“BLS”), CoStar Group, 
Inc., and the Institute of Real Estate Management (“IREM”). Based on the information and data provided on 
this topic, the Issue Paper concludes with a set of plausible policy options for City Council, City staff, and 
public consideration. 

Statement of the Issue 
An essential feature of any rent regulation system is the maximum percentage and/or dollar amount by 
which rents are allowed to change each year. In setting the allowable change, local governments generally 
attempt to balance protecting tenants from excessive rent increases with the ability of housing providers to 
earn a “fair return,” typically defined in terms of sufficient income to pay for ongoing costs of operating 
their apartment buildings.2 Cities seek to strike this balance in different ways; there is no objectively correct 
mechanism, structure, or percentage by which rent increases can be regulated. Rather, there are many 
possible approaches to setting allowable rent increase amounts. 

In addition to the basic structure and formula used to set allowable annual rent increases, some cities also 
allow costs for specified categories of capital improvements and/or operating expenses (e.g., cost of utilities 

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 See Attachment A for an analysis of the standard of “fair return” and how it has been interpreted by the courts in a 
rent regulation context by Dr. Kenneth Baar, a lawyer and recognized expert on the subject. 

New York | Dallas | Los Angeles | Raleigh | Washington DC 
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and property taxes) to be passed through to tenants in the form of rent surcharges, which contributes to 
housing provider incomes. These provisions specify how housing providers may “pass through” eligible 
expense items, ranging from a relatively simple process that requires only submittal of evidence for increased 
costs (e.g. utility bills, government fee charges, etc.) and advanced notice to the affected tenant(s), to a more 
extensive process requiring independent review by a hearing officer, mediator, or some other governmental 
or third-party official, or a review body. 

Another important consideration in setting the allowable annual rent increase is additional income housing 
providers receive when they raise rents to market rates if a unit is voluntarily vacated, which is known as 
“vacancy decontrol.” California cities are required to permit vacancy decontrol under the provisions of the 
Costa-Hawkins Rental Housing Act of 1995 (“Costa Hawkins”), 3 although cities may impose controls on annual 
rent increases until that same tenant voluntarily moves.4 According to the U.S. Census Bureau’s American 
Community Survey 5-Year Estimates for 2012-2016, approximately 24 percent of renters in Beverly Hills 
moved into their unit within the past year,5 suggesting (since nearly all multi-family rentals in the City are 
subject to the RSO) that nearly a quarter of all RSO rental units in the City may turnover in a given year, 
whereupon rents may be reset to market rate if vacated voluntarily. 

One of the key changes of the RSO Amendments was to limit the ability for housing providers in Beverly Hills 
to increase annual rents for Chapter 6 tenants by the greater of the annual percent change in the CPI for Los 
Angeles-Riverside-Orange County (“LA Area CPI”) or 3.0 percent, as compared with the 10.0 percent annual 
rent increase previously allowed by the original 1978 RSO. 

During a series of professionally-facilitated dialogue sessions between Beverly Hills housing providers and 
tenants living in buildings subject to the RSO, following adoption of the RSO Amendments, tenants articulated 
a collective position that allowable annual rent increases under Chapter 6 should match the annual 
percentage change in the LA Area CPI, with a maximum allowable increase of 8.0 percent.6 This proposed 
allowable rent increase provision would make Chapter 6 consistent with Chapter 5 policy. Tenants further 
argued that the allowable annual rent increase should be based on the LA Area CPI only, and not based on 
a negotiated fixed percentage or a “random number,” and approval for rent increases should be contingent 
on maintaining at least minimum acceptable habitability standards.7 

Housing providers articulated a collective position that the allowable annual increase should be a fixed 
percentage of either 6.0 percent or 5.1 percent with automatic passthroughs of utility costs to tenants, but 
without requiring formal approval from the City to do so.8 A more recent communication from some housing 

3 California Civil Code, sections 1954.50 to 1954.535. 

4 Proposition 10 on the November 2018 statewide ballot seeks to repeal Costa Hawkins. 

5 American Community Survey 5-Year Estimates, 2012-2016, Table B07013. Geographical Mobility In The Past Year 
By Tenure For Current Residence In The United States. 
6 City of Beverly Hills Human Services Division Memorandum, “Rent Stabilization Update,” September 28, 2017, 
Attachment 1, p.22. 
http://beverlyhills.granicus.com/MetaViewer.php?view_id=40&clip_id=5787&meta_id=344485 (“Rent 
Stabilization Update”) 

7 Ibid. 

8 City of Beverly Hills Human Services Division Memorandum, “Rent Stabilization Update,” September 28, 2017, 
Attachment 1, p.21. 
http://beverlyhills.granicus.com/MetaViewer.php?view_id=40&clip_id=5787&meta_id=344485 
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provider representatives expressed a preference for a 7.0 percent maximum, although housing providers 
did not offer a basis for this number.9 Housing providers also stated that they do not agree that CPI is an 
appropriate benchmark for allowable rent increases.10 

The Current Beverly Hills Context 
The City’s RSO classifies tenants of buildings subject to the RSO as either Chapter 5 Tenants, who are those 
with original rent contracts of $600 or less per month and live in buildings constructed prior to September 
20, 197811; or Chapter 6 Tenants, who are those with original rent contracts that exceed $600 per month 
and live in buildings built before February 1, 1995. Under Chapter 5, housing providers may increase rents 
by the lesser of 8.0 percent or the percentage that results from taking the difference of the sum of the LA 
Area CPI for the 12 months preceding the most recent 12 months, and dividing that difference by the lesser 
of the two 12 month period sums. Under Chapter 6, housing providers may increase rents by the greater of 
3.0 percent or the percentage change in the LA Area CPI between May of the most recent year and May 
of the preceding year. Chapter 6 limits vacancy decontrol for voluntarily vacated units only. Units vacated 
due to no-fault evictions must remain at the same rent for the next occupant. Additionally, both Chapter 5 
and Chapter 6 limit rent increases to once every 12 months and permit housing providers to petition for rent 
increases beyond the allowable percentage amount through a rent increase application process, which is the 
subject of a separate HR&A Issue Paper. 

Both Chapter 5 and Chapter 6 permit housing providers to pass through certain expense items without 
undertaking a rent increase application process, but the provisions are not identical. As shown in Figure 1, 
Chapter 5 and Chapter 6 both allow housing providers to pass through 90 percent of the cost of water 
penalty surcharges and the full cost of refuse fees imposed by the City, but Chapter 5 also allows housing 
providers to pass through specified amounts of capital expenditure surcharges, any government mandated 
improvements, utility expense surcharges, and property taxes (by approval of a hearing officer) at the time 
of the annual rent increase. If utilized, these passthroughs can result in rent increases that are greater than 
the annual percentage change permitted by Chapter 5 and Chapter 6, although the impact of these 
additional increases is difficult to quantify because the expenses are generally unique to each rental 
property. Relatedly, at this time, Beverly Hills is the only city that does not charge fees for required rent 
registration. Many cities that charge fees to housing providers for rent registration also allow housing 
providers to pass a portion of these fees through to tenants, pursuant to state law and judicial decisions. 

9 Rental Property Owners of Beverly Hills, “Letter to Mayor Gold and Councilmember Wunderlich,” July 6, 2018. 

10 Rent Stabilization Update, op. cit. 

11 Beverly Hills Municipal Code 4-5-102. 
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Figure 1: Summary of Allowable Passthroughs for Chapter 5 and Chapter 6 

Passthrough Chapter 5 Chapter 6 

Water Service Penalty 
Surcharge 90% of cost of surcharge 90% of cost of surcharge 

Refuse Fee Surcharge 100% of cost of surcharge 100% of cost of surcharge 

Capital Expenditure 
Surcharge No greater than 4% of base rent - 

Improvement Expenses 
Mandated by Law 

18% of cost including interest of 
value of capital - 

Utility Expense 
Surcharge 

Difference between the percentage 
change in utility expenses and 

allowable rent increase 
- 

Property Tax Increase 
5% of base rent for a maximum of 3 
years; must be approved by hearing 

officer 
- 

Source: BHMC Title 4, Chapter 5 and Chapter 6 

Comparison with Other Cities in California 
Among the 14 California cities with residential rent regulation programs, including Beverly Hills, the range 
of approaches for setting maximum allowable annual rent increases includes the following: 

Setting allowable rent increases based on a specified percentage of annual change in the CPI;
Setting allowable rent increases based on a specified percentage of annual changes in the CPI, but
with a minimum and/or maximum percentage (i.e., a “floor and ceiling”) by which rents may be
increased annually regardless of changes in the CPI;
Setting annual increases based on a specified percentage of annual change in the CPI, but subject
to a fixed dollar amount each year up to which rents may be increased; and
Setting a fixed percentage without reference to the CPI, up to which rents may be increased
annually.

As shown in Figure 2, 12 of 14 cities, including Beverly Hills, use CPI to set allowable rent increases, and only 
two apply fixed percentages other than the CPI, both of which use 5.0 percent as the fixed maximum. Among 
the 12 cities that use CPI, seven base allowable rent increases on a fraction of the total annual percentage 
change in CPI, ranging from 60 to 80 percent. Like the Chapter 5 provisions, seven of the 12 cities that use 
CPI also have allowable maximum rent increases, ranging from five to 10.0 percent, and, like the Chapter 
6 provisions, three have an allowable minimum increase, ranging from 2.0 to 3.0 percent. In addition to using 
the CPI, Santa Monica considers setting a maximum fixed dollar amount by which rents may be increased. 
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Figure 2: Comparison of Allowable Rent Increase Approaches and Percentages in California Cities with 
Rent Regulation 

City 
Fixed 

Percentage 

Fixed 
Dollar 
Amount CPI 

Applicable 
Percentage of 

CPI 

Allowable 
Minimum 
Increase 

Allowable 
Maximum 
Increase1,2

Beverly Hills -- 
Chapter 5  100% - 8%

Beverly Hills -- 
Chapter 6  100% 3% -

Berkeley 65% - -
East Palo Alto 80% - 10%
Hayward - - 5%
Los Angeles 100% 3% 8%
Los Gatos 70% - 5%
Oakland 100% - 10%
Mountain View 100% 2% 5%
Palm Springs 75% - -
Richmond 100% - -
San Jose - - 5%
San Francisco 60% - 7%
Santa Monica 75% - -
West 
Hollywood  75% - -

1 For cities that use CPI, this would be expressed as the lesser of the allowable maximum percentage increase or the 
relevant percent change in CPI. 
2 Does not include the allowable maximum increase with rent "banking." 

Source: HR&A Advisors, Inc. and the individual cities 

In addition to annual allowable increases, as noted above, cities with rent regulation also often enable 
housing providers to pass through some amount of specified expenses to tenants without undergoing a formal 
rent increase application process. Cities place a variety of restrictions on such expense pass-throughs, 
including the share of costs that may be passed through to tenants, how frequently expenses may be passed 
through, and what types of expenses may be passed through. 

As shown in Figure 3, nearly two-thirds of California cities with rent regulation allow housing providers to 
pass through at least some of the costs of RSO registration and/or administration fees, and half allow some 
utility expenses to be passed through, often related to one-time water penalty surcharges or ongoing water 
assessments. A little over one-third of these 14 cities allow capital expenditures to be passed through without 
a formal petition process. It is more common that cities require capital expenditure passthroughs to be 
approved through a formal rent increase application process. Lastly, over 40 percent of these cities allow 
housing providers to pass through other expenses and fees, such a voter-approved indebtedness (e.g., 
municipal bonds and school facility bonds), special assessments (e.g., street lighting and maintenance districts 
and parcel taxes), property taxes in general, among others. However, the Santa Monica Rent Control Board 
voted in June 2018 to phase out the ability to pass through expenses on voter-approved indebtedness and 
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property taxes as these expenses have increased significantly in recent years, due to the combined effects 
of more such voter measures and increases in property sales with associated increases in assessed valuation, 
which figures in the cost of the voter-approved debt issues.12 Santa Monica’s new regulations eliminate 
property tax and voter-approved indebtedness surcharges for tenancies that begin after March 1, 2018, 
or if property ownership changes or if a property is reassessed, regardless of the duration of tenancy.13 The 
regulations also limit these same surcharges to a maximum of $35 per unit for tenancies that began prior to 
March 1, 2018.14 

Figure 3: Comparison of Generalized Allowable Pass-Through Expense Categories That Do Not Require 
a Rent Increase Application Process Among California Cities with Rent Regulation 

City Capital Expenses Utilities

RSO Registration 
or Administration 

Fees 
Other City- 

Imposed Fees 
Beverly Hills -- 
Chapter 5    
Beverly Hills -- 
Chapter 6  
Berkeley 
East Palo Alto 
Hayward 
Los Angeles1 

Los Gatos 
Oakland 
Mountain View 
Palm Springs 
Richmond 
San Jose 
San Francisco 
Santa Monica 
West Hollywood 
Percentage 36% 50% 71% 43%
1 Allowable pass-through for Systematic Code Enforcement Program (“SCEP”) fees, which are charged to all 
multifamily residential rental property owners in the City of Los Angeles, is included under the “Other City-Imposed 
Fees” column. 

Source: HR&A Advisors, Inc. and the individual cities 

12 Santa Monica Rent Control Board Memorandum, “Administrative Item to amend Regulations 3105, 3106, 3108, 
3109, and 3120, respecting surcharges, to conform these regulations with amendments previously adopted by the 
Board,” July 12, 2018; 
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/About_the_Rent_Control_Board/Staff_Reports/2 
018/Item%2012A%20Chapter%203%20Regulations.pdf 

13 Ibid. 

14 Ibid. 
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Consumer Price Index as a Benchmark for Allowable Annual Increases 
As discussed in the preceding section, annual percentage change in the CPI is the predominant mechanism 
by which California cities with rent regulation systems benchmark allowable annual rent increases. The U.S. 
Bureau of Labor Statistics (“BLS”) defines the CPI as “a measure of the average change over time in the 
prices paid by urban consumers for a market basket of consumer goods and services.”15 The BLS categorizes 
the complete market basket that the CPI measures as “All Items,” which includes subcategories for its various 
household cost components including “Rent of primary residence.” However, the rent of primary residence 
subcategory necessarily only accounts for housing costs to the consumer (i.e. tenant) and does not include 
apartment operating costs that would be incurred by the housing provider. All 12 California cities that use 
CPI as a method for determining allowable annual rent increases refer to the CPI for All-Items for their 
respective metropolitan areas. 

The premise for using the CPI to calibrate allowable rent increases is that it is the most widely used and 
accepted, most frequently updated (monthly) and most readily available measures of general price 
inflation.16 Combined with the ability for housing providers to raise rents to market rates upon voluntary 
vacancy (i.e. “vacancy decontrol”) and income from allowed pass-throughs, maintaining rents commensurate 
with changes in the CPI theoretically allows for housing providers to achieve levels of net operating income 
that are consistent with trends in annual operating expense price inflation over time, while also preserving 
the incentive for housing providers to maintain their properties to adequate standards.17 

One alternative to using CPI as a benchmark for rent regulation is developing and annually updating a 
weighted index of annual apartment operating costs. However, a study prepared in 2016 for the City of 
San Jose points out that such operating cost studies are resource- and time-intensive, require the annual 
preparation of the study, annual hearings to consider the studies, and deliberation regarding the 
appropriate rent increase amount resulting from the data.18 Moreover, previous operating cost studies have 
reached the same or similar outcomes that would have otherwise resulted from the application of the 
percentage change in CPI. Largely for this reason, Santa Monica abandoned this approach, which had been 
in use between 1979 and 2012, in favor of a percentage of the CPI and consideration of an annual dollar 
amount cap.19 

CPI, Rent, and Operating Expense Data 
As shown in Figure 4, annual percent changes in the Los Angeles area CPI have averaged 2.4 percent 
between 2001 and 2017, reaching as low as -0.8 percent during the Great Recession and as high as 4.5 
percent. Had the current Chapter 6 provisions been in place over this time, the CPI percentage change would 
have only exceeded 3.0 percent in 2001 and from 2004 to 2008, meaning that rents would only have been 

15 United States Bureau of Labor Statistics, “Consumer Price Index,” https://www.bls.gov/cpi. There are two primary 
CPI measures: All Urban Consumers and Urban Wage Earners and Clerical Workers. Most rent regulation systems that 
reference the CPI use All Urban Consumers. 

16 Other plausible inflation indices that lack these multiple benefits include the Implicit Price Deflator, Producer Price 
Index and Personal Consumption Expenditure Deflator. 

17 Hamilton, Rabinovitz & Alschuler, The 1994 Los Angeles Rental Housing Study: Technical Report on Issues and Policy 
Options, p. 245. 

18 Economic Roundtable, San Jose ARO Study, April 2016, p. 86; 
https://www.sanjoseca.gov/DocumentCenter/View/55649 

19 City of Santa Monica Charter, Article XVIII, Section 1805 (a) and (b), amended by voter initiative, Nov. 6, 2012. 
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allowed to be increased by 3.0 percent in all other years between 2001 and 2017. Additionally, this also 
means that Chapter 5 rents were not allowed to increase at all in 2009, and the CPI has come only within 
3.5 percentage points of the allowable 8.0 percent maximum under Chapter 5. 

Figure 4: Average Annual Percent Changes in the Los Angeles-Riverside-Orange County CPI - All Items, 
2001-2017 

9% 
8% 
7% 
6% 
5% 
4% 
3% 
2% 
1% 
0% 

-1% 
-2% 

CPI 

Chapter 5 Allowable Maximum: 8.0% 

Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics 

As shown in Figure 5, annual increases in average per unit rents for Beverly Hills RSO units fluctuated more 
dramatically than changes in the CPI between 2001 to 2017, ranging from a steep -9.1 percent drop during 
the Great Recession to a 7.5 percent increase in 2005, but averaging a 2.3 percent annual increase over 
this period. Additionally, when accounting for only the years in which there was a positive percentage change 
in rents, the average annual increase was still just 3.5 percent. It should be noted that these rent data reflect 
both tenants who may have renewed leases and would therefore have had regulated rents, as well as the 
approximately 24 percent of units that turnover annually and may have leased at market rates pursuant to 
vacancy decontrol. There are no available data on how often individual housing providers sought and/or 
charged the then-maximum 10.0 percent rent increases for Chapter 6 Tenants prior to the RSO Amendments. 

Figure 5: Average Annual Percent Changes in Beverly Hills RSO Rents Per Unit and the Los Angeles- 
Riverside-Orange County CPI - All Items, 2001-2017 

Beverly Hills RSO Apartment Rents CPI 

10% 

5% 

0% 

-5% 

-10% 

Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics; CoStar Group, Inc. 

Chapter 6 Allowable Minimum: 3.0% 

Average CPI Change 2001-2017: 2.4% 
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When considering regulating apartment rents by using percentage increases, however they are determined, 
it is important to account for the power of compounding, which can cause distortions in pricing for similar 
units, depending on the duration of tenancy. For example, Figure 6 shows the impact of growing Beverly 
Hills RSO and Los Angeles County rents at a fixed rate of 5.0 percent over 10 years. Average monthly 
Beverly Hills RSO rents per unit are currently $900 higher than the average for LA County as a whole. After 
10 years of growth at 5.0 percent per year, this difference in rent would grow to nearly $1,470 per unit in 
2028, a total net increase of approximately $570. Santa Monica’s combination of a CPI-based allowable 
annual increase with a maximum allowable fixed dollar amount increase is intended to address the power 
of compounding so that lower and higher rent units receive relatively comparable rent protections on a 
nominal basis. 

Figure 6: Illustrative Per Unit Rent Growth for Beverly Hills RSO and Los Angeles County Apartments at 
an Annual Rate of 5% Over a 10-year Period 

Year Beverly Hills LA County Difference

2018 $2,600 $1,700 $900
2019 $2,730 $1,785 $945
2020 $2,867 $1,874 $992
2021 $3,010 $1,968 $1,042
2022 $3,160 $2,066 $1,094
2023 $3,318 $2,170 $1,149
2024 $3,484 $2,278 $1,206
2025 $3,658 $2,392 $1,266
2026 $3,841 $2,512 $1,330
2027 $4,033 $2,637 $1,396
2028 $4,235 $2,769 $1,466

Total 10-Year Increase $1,635 $1,069 $566 

Source: HR&A Advisors, Inc; CoStar Group, Inc. 

There is currently no independent, authoritative source for apartment operating expense data specific to 
Beverly Hills.20 However, IREM provides operating expense trends for Los Angeles Metropolitan area 
apartments, categorized as properties that are low-rise (three stories or less) with 12 to 24 units or low-rise 
with more than 24 units.21 As shown in Figure 7, annual percent changes in median operating expenses per 
square foot for apartments in the Los Angeles Metropolitan area have varied substantially year by year 
from 2001 to 2016, and increased by 4.0 percent on average for low-rise buildings with 12 to 24 units and 
7.0 percent for those with more than 24 units. 

20 HR&A sought assistance from the Apartment Association of Greater Los Angeles (“AAGLA”) to encourage its members 
with buildings in Beverly Hills to participate in a confidential apartment operating expenses survey designed by HR&A, 
but AAGLA declined to do so. HR&A’s experience with similar surveys suggests that absent such industry encouragement, 
survey responses would be very low and non-representative. 

21 IREM also provides data for high-rise apartments, defined as four or more stores with an elevator, but these data 
are excluded here as these properties do not reflect Beverly Hills RSO housing stock and data for these properties are 
unavailable for several years. 
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Figure 7: Average Annual Percent Changes in Los Angeles Metropolitan Area Median Apartment 
Operating Expenses Per Square Foot and the Los Angeles-Riverside-Orange County CPI - All Items, 
2001-2016 

CPI Low-Rise 12-24 Units Low-Rise 25+ Units 

60% 

40% 

20% 

0% 

-20% 

-40% 

Source: HR&A Advisors, Inc; United States Bureau of Labor Statistics; Institute of Real Estate Management 

The recent spikes in the percentage change in operating expenses shown in Figure 6 are likely attributable 
to higher property taxes as a result of increased apartment building sales volume. Due to Proposition 13 
passed by California voters in 1978, property taxes may not exceed 1.0 percent of a property’s assessed 
value and assessed value may only increase by a maximum of 2.0 percent per year, unless a property is 
sold or if major physical changes are made like demolition, new construction, or a major remodel, at which 
point the property is reassessed at current market value. Therefore, a recent spike in the number of 
apartment building sales would result in increased property tax burdens for recently purchased apartment 
buildings, and a resulting increase in total operating expenses. As shown in Figures 8 and 9, median annual 
expenses per square foot for taxes and insurance for properties in the Los Angeles Metro Area increased 
as Beverly Hills RSO apartment building sales volume increased, while costs of all other apartment operating 
expense components for properties in the Los Angeles Metro Area have remained at relatively constant 
levels between 2000 and 2016, according to the IREM data. Importantly, as noted in the discussion of 
allowable passthroughs above, Chapter 5 allows housing providers to request rent increases of up to five 
percent of apartments base rents for a maximum of three years through a hearing officer process. Housing 
providers may also request from the hearing officer additional time to apply increased rents. 
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Figure 8: Beverly Hills RSO Apartment Building Sales and Change in Los Angeles Metropolitan Area 
Median Apartment Operating Expense Components Per Square Foot for Low-Rise Buildings with 12-24 
units, 2000-2016 
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Source: HR&A Advisors, Inc; CoStar Group, Inc.; Institute of Real Estate Management

Figure 9: Beverly Hills RSO Apartment Building Sales and Change in Los Angeles Metropolitan Area 
Median Apartment Operating Expense Components Per Square Foot for Low-Rise Buildings with 25+ 
units, 2000-2016 
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Policy Options for Beverly Hills 

As mentioned previously, there is no single objectively correct mechanism, structure, or percentage by which 
rent increases can be regulated. In summary, the foregoing information and data provide the following key 
considerations when weighing potential policy changes related to allowable rent increase and pass-through 
provisions in Beverly Hills: 

Both Chapter 5 and Chapter 6 allow limited pass-throughs without requiring housing providers to 
undergo a rent increase application process, but Chapter 6 pass-through allowances are more 
limited; 
Chapter 6 has allowable annual rent increase provisions that are more generous to housing providers 
than Chapter 5; 
Nearly all California cities with rent regulation use CPI, typically also applying an allowable annual 
maximum percentage or dollar amount increase; 
A majority of California cities with rent regulation charge RSO registration and/or administration 
fees, and allow housing providers to pass through a portion of these costs to tenants pursuant to 
state law and judicial decisions; 
Half of California cities with rent regulation allow housing providers to pass through some amount 
of utility expenses; 
Annual percent changes in CPI averaged 2.4 percent between 2001 and 2017, and increased as 
high as 4.5 percent over that time; and 
A recent increase in apartment building sales has resulted in an increase in property taxes as a 
proportion of apartment operating expense budgets 

Considering these key points, HR&A suggests that there are at least seven plausible policy options that the 
City Council, City staff, and the public could consider when determining whether, and if so how, to address 
allowable annual rent increases (some of which could be combined with one another): 

1. No Policy Change: In this case, the City would continue to allow annual rent increases of the lesser
of the percent change in CPI or 8.0 percent for Chapter 5 Tenants and the greater of the percent
change in CPI or 3.0 percent for Chapter 6 tenants.

Advantages to housing providers: Under current requirements, Chapter 6 housing 
providers would be assured of the legal ability to increase rents by at least 3.0 percent 
each year, and would be able to benefit from strong markets when the change in CPI 
exceeds 3.0 percent. Chapter 5 housing providers would maintain the ability to benefit 
from years when there are high increases in CPI up to 8.0 percent. 
Disadvantages to housing providers: Chapter 5 housing providers would continue to rely 
on changes in CPI to increase rents, meaning that rents may not be allowed to increase in 
years when the CPI does not increase. In addition, housing providers may not be able to 
cover costs and could not use extreme rent increases to compel tenants to move voluntarily. 
Advantages to tenants: Chapter 5 Tenants would continue to be subject to rent increases 
dictated by changes in CPI, potentially resulting in very low or no rent increases in some 
years. Chapter 6 Tenants would maintain a degree of certainty that future rent increases 
will be no lower than 3.0 percent, and may be higher in some years during strong economic 
periods when changes in CPI are above 3.0 percent. 
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Disadvantages to tenants: Continuing to use only a percentage change as the benchmark 
for allowable rent increases will disadvantage tenants who already pay higher rent 
amounts due to the power of compounding and resulting in a disparity in nominal rent 
increases between tenants with currently low rents versus those who pay higher rents. 
Chapter 6 Tenants also would not receive the benefit of years when the CPI change is below 
3.0 percent, as this is an allowable minimum rent increase that Chapter 6 housing providers 
may seek. With reduced maximum allowable annual rent increase, tenants can expect that 
their rent would be increased every year, when they may have not previously received 
annual increases when the maximum annual rent increase was 10 percent. 

Administrative Considerations: This option would not create a need for additional staff time or other 
resources. However, as the RSO Amendments have been in effect for slightly more than a year, it is 
unknown whether housing providers would submit rent increase applications more frequently in future 
years, which could cause an increase in City costs. 

2. Set a maximum dollar amount by which rents may be increased annually, coupled with the
existing allowable increases based on CPI: In this case, the City would continue to allow annual
rent increases of the lesser of the percent change in CPI or 8.0 percent for Chapter 5 Tenants and
the greater of the percent change in CPI or 3.0 percent for Chapter 6 tenants, but would also
annually establish a maximum dollar amount up to which rents could be raised.

Advantages to housing providers: Housing providers would continue to enjoy the benefits 
of the existing RSO provisions, and would potentially be able to charge up to the higher 
dollar amount in years when there might be a relatively low change in CPI. 
Disadvantages to housing providers: In years when there is a high percent change in CPI, 
rent increases would be capped at the maximum dollar amount, inhibiting the ability for 
housing providers to benefit from the full increase in CPI, and also potentially narrowing the 
margin between operating revenues and expenses if most expenses continue to grow with 
CPI, and therefore may not cover operating costs. 
Advantages to tenants: Tenants who might have otherwise experienced a rent increase due 
to a high change in CPI would benefit from a lower maximum allowable dollar amount 
increase, and it would potentially help reduce disparity in the increase in rents between 
tenants with comparatively high and low rents. 
Disadvantages to tenants: Assuming housing providers seek to maximize rent increases, 
lower-rent paying tenants may be hit with a comparatively higher nominal rent increase 
than higher-paying tenants. Chapter 6 Tenants also would not receive the benefit of years 
when the CPI change is below 3.0 percent, as this is an allowable minimum rent increase 
that Chapter 6 housing providers may seek. 

Administrative Considerations: This would necessitate a minimal amount of additional staff time to draft 
and support adoption of the RSO changes, and track rent increases and ensure that they comply with 
either the maximum dollar amount or change in CPI. 

3. Set a fixed annual maximum allowable rent percentage increase for Chapter 6 Tenants: In this
case, the City would establish a fixed maximum percentage up to which rents could be increased in
any given year, and eliminate the minimum 3.0 percent increase and continue to use the CPI for
Chapter 6 Tenants. The maximum allowable rent increases for Chapter 5 would remain the same.
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Advantages to housing providers: Depending on how high the fixed percentage is set, it 
could potentially allow housing providers with flexibility to achieve close to market-rate 
rents during strong economic periods, and would also provide some regulatory certainty 
that they could at least seek a given rent increase amount in future years. 
Disadvantages to housing providers: A low fixed percentage maximum might result in 
missed revenue-earning opportunities for housing providers during strong economic periods, 
while operating expenses may continue to increase. 
Advantages to tenants: A fixed maximum percentage would provide certainty that rent 
increases could not exceed a specified amount. 
Disadvantages to tenants: A relatively high fixed maximum percentage risks having the 
effect of limiting only the most extreme rent increases, and could potentially subject tenants 
to essentially market rate rent increases that they might have otherwise faced when seeking 
housing elsewhere. And, existing Chapter 6 pass-throughs would remain in place. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes, but would not result in any significant additional cost for staff time or other 
resources. 

4. Eliminate allowable maximum and minimum rent increases and set increases entirely on 100
percent or some fraction of percentage change in CPI: In this case, the City would allow rent
increases to fluctuate with changes in the CPI.

Advantages to housing providers: Housing providers could theoretically cover their 
operating costs if they rise commensurately with inflation, and they would enjoy high rent 
increases during strong markets. 
Disadvantages to housing providers: Low percentage changes in the CPI for the Los 
Angeles area might not reflect an otherwise strong Beverly Hills housing market, meaning 
that housing providers would not be able to fully realize market opportunities. 
Advantages to tenants: Given the average annual change in CPI of 2.4 percent between 
2001 to 2017, tenants would likely be subject to fairly low increases over time. 
Disadvantages to tenants: Fluctuations in CPI may be unpredictable, and could result in 
certain years that allow for high and unanticipated rent increases. And, existing Chapter 5 
and Chapter 6 pass-throughs would remain in place. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes, but would not result in any significant additional cost for staff time or other 
resources. 

5. Allow more operating expense passthroughs for Chapter 6 housing providers without an
application process: In this case, the City would expand opportunities for Chapter 6 housing
providers to pass through certain expenses like utility expense surcharges, capital expenditures,
improvements mandated by law, property taxes, voter indebtedness, or others to tenants in the form
of increased rents, with or without limits to what share of the respected expense may be passed
through.

Advantages to housing providers: Housing providers would be able to leverage their 
operating expenses to increase rents, potentially beyond allowable percentage increase 
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levels. Creating consistency between Chapter 5 and Chapter 6 passthrough provisions 
would also provide a benefit to housing providers who have buildings with both Chapter 5 
and Chapter 6 Tenants. 
Disadvantages to housing providers: Little to no disadvantage, other than potentially 
creating time-consuming processes to pass through expenses and fostering tension between 
housing providers and tenants. 
Advantages to tenants: Little to no advantages. 
Disadvantages to tenants: Tenants would be subject to higher rents than what the allowable 
increase might be. 

Administrative Considerations: This option would require a modest cost to draft and support enactment 
of the RSO changes. More allowable pass-throughs would likely reduce the frequency of rent increase 
applications, resulting in a cost savings; however, cost savings would likely be offset by the additional 
staff time required to monitor pass-throughs. 

6. Limit operating expense pass-throughs, either by precluding them or by requiring formal rent
increase application processes: In this case, the City would reduce or eliminate allowable expense
pass-throughs, or approve certain pass-throughs only through a petition process.

Advantages to housing providers: Little to no advantage. 
Disadvantages to housing providers: Housing providers would have fewer opportunities 
to cover unexpected expenses, and would likely need to undergo a potentially time- 
consuming rent increase application process. 
Advantages to tenants: Tenants would not face unexpected rent increases due to rises in 
expenses for pass-through expenses. 
Disadvantages to tenants: Tenants may still be subject to rent increases resulting from 
successful rent increase application processes. 

Administrative Considerations: This option would require more modest cost to draft and support enactment 
of the RSO changes. Reducing the categories of allowable pass-throughs would likely increase the 
frequency of rent increase applications, thereby creating potentially significant additional costs for staff 
time and other resources, although some of these costs could be offset by application fees. 

7. Require apartment buildings to meet habitability standards in order for housing providers to
increase rents: In this case, the City would establish new habitability standards that all RSO
apartments must meet to permit respective housing providers to increase rents.

Advantages to housing providers: Little to no advantage, other than promoting property 
upkeep which would generally support property value and attractiveness to tenants. 
Disadvantages to housing providers: Housing providers would potentially face costly 
improvements to their properties, and may be unable to afford improvements if they cannot 
commensurately increase rents. 
Advantages to tenants: Tenants would enjoy both assured apartment quality standards, 
and be protected from rent increases if these standards are not met. 
Disadvantages to tenants: Little to no disadvantage, other than potentially facing rent 
increases if housing providers are permitted to pass through the cost of improvements 
necessary to meet habitability standards. 
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Administrative Considerations: This option would require more significant cost to research, draft and 
support enactment of the RSO changes. It would also require substantial additional staff time and other 
resources to monitor and enforce property habitability standards, and associated rent increases, 
although some of these costs could be offset by inspection and application fees. 
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Introduction 

The purposes of this chapter are to discuss the standards under the ARO for authorizing rent 
increases in excess of the annual allowable across-the-board increases and to discuss 
constitutional fair return requirements. 

A central purpose of individual rent adjustment standards under rent stabilization ordinances is to 
insure that apartment owners may obtain a fair return in cases in which the annual allowable rent 
increases are not adequate to provide a fair return. Under the type of fair return standard that is 
mostly widely used under rent stabilization ordinances, apartment owners have a right to rent 
increases which are adequate to cover increases in operating costs and provide for growth in net 
operating income. Questions that emerge include: how the individual rent adjustment standards 
in the ARO compare with constitutional fair standards, and the current and potential future 
impacts of the current standards. 

Under the ARO, if a tenant objects to a rent increase in excess of the allowable annual increase, 
the apartment owner must justify the additional rent increase through the administrative hearing 
process on the basis of the individual rent adjustment standards. Under the current individual rent 
adjustment standards in the ARO, which are a type of fair return standard, owners may pass 
through increases in operating costs and debt service payments since the prior year to the extent 
these increases are not covered by the allowable annual increases and vacancy decontrols. 

In order to consider issues related to the individual rent adjustment standard, it is essential to 
provide an explanation of: 

1) fair return concepts from a constitutional, economic, and regulatory perspective,
2) the types of fair return standards used among jurisdictions with rent stabilization

ordinances,
3) the rationale related to the use of different types of fair return standards , and the

advantages and drawbacks in the context of rent regulation, and
4) what options the City has in regard to fair return standards and other standards.

The explanation is detailed because fair return concepts are multifaceted and in some ways 
operate in a manner that may be counterintuitive. 

A. Constitutional Standards for Fair Return – Judicial Doctrine 

Owners of rent regulated properties have a constitutional right to a “fair return.” Under all rent 
stabilization ordinances, including the ARO, regulated owners may petition for a rent increase 
above the amounts authorized by the annual adjustment standard in order to present a claim that 
an additional increase is necessary to obtain a fair return. Cities may select the fair return 
formulas that apply to fair return petitions. However, the courts are the ultimate arbiter’s of 
whether a fair return has been permitted. 
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In fact, very few fair return petitions have been filed under California’s apartment rent control 
ordinances as long as vacancy decontrols have been in effect. This outcome has occurred 
because the combination of annual rent increase allowances and vacancy decontrols have 
allowed overall rent levels to increase by more than the CPI and therefore have been adequate to 
cover operating cost increases and to permit growth in net operating income. 

1. General Guidance in Judicial Precedent

When peacetime rent stabilization ordinances were first introduced in California, towards the end 
of the 1970’s and early 1980’s, there was conflicting authority and substantial uncertainty about 
which fair return standard would meet judicial approval. In the face of this uncertainty, cities 
adopted rent stabilization ordinances that usually contained very general guidelines or statements 
of principle without setting forth a specific definition of fair return or a methodology for 
determining what constitutes a fair return. (Typically, these general provisions were 
supplemented with more specific regulations.)1

In 1983, in response to a legal challenge based on a claim that the fair return provisions in a rent 
control ordinance were overly vague, the California Supreme Court held that an ordinance does 
not have to contain a specific fair return formula and that the selection of a formula is a 
legislative task. The Court stated: 

That the ordinance does not articulate a formula for determining just what 
constitutes a just and reasonable return does not make it unconstitutional. Rent 
control agencies are not obliged by either the state or federal Constitution to fix 
rents by application of any particular method or formula. As the United States 
Supreme Court has stated, "[t]he Constitution does not bind rate-making bodies 
to the service of any single formula or combination of formulas." [cites omitted] … 
The method of regulating prices is immaterial so long as the result achieved is 
constitutionally acceptable. (cite omitted) ["it is the result reached not the method 
employed which is controlling"].)2 

In 1997, the Court reiterated longstanding general principles for fair return that have been set 
forth in utility cases and rent control fair return cases, stating that fair return: 

1 See e.g. Los Angeles Rent Adjustment Commission Guidelines, Sec 240.00 (“Guidelines to be Used by Hearing 
Officers for Determining A Just and Reasonable Return”); San Francisco Residential Rent and Arbitration Board, 
Rules and Regulations, Part VI (“Rent Increase Justifications”) 
2 Carson Mobilehome Park Owners' Assn. v. City of Carson, 35 Cal.3d 184, 191 (1983) 
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1. “involves a balancing of the investor and consumer interests,” 2.should be a
“return ... commensurate with returns on investments in other enterprises having 
corresponding risks.”, and 3. “should be sufficient ... to attract capital.”3 

In 2001, the Court held in Galland v. Clovis that the concept of “fair rate of return” is a legal 
term that refers to a “constitutional minimum”, although the terminology is borrowed from 
finance and economics. The Court also stated that the return must “allow [the] Owner to continue 
to operate successfully.”4 (While Galland involved mobilehome park rent regulations, the Courts 
have applied the same fair return principles to apartment and mobilehome park rent 
stabilization.). In its opinion, the Court stated: 

Although the term “fair rate of return” borrows from the terminology of economics 
and finance, it is as used in this context a legal, constitutional term. It refers to a 
constitutional minimum within a broad zone of reasonableness. As explained 
above, within this broad zone, the rate regulator is balancing the interests of 
investors, i.e., landlords, with the interests of consumers, i.e. mobilehome 
owners, in order to achieve a rent level that will on the one hand maintain the 
affordability of the mobilehome park and on the other hand allow the landlord to 
continue to operate successfully. [cite omitted]. For those price-regulated 
investments that fall above the constitutional minimum, but are nonetheless 
disappointing to investor expectations, the solution is not constitutional litigation 
but, as with nonregulated investments, the liquidation of the investments and the 
transfer of capital to more lucrative enterprises.5 

While these concepts give localities and reviewing courts’ broad discretion in formulating fair 
return standards, they leave uncertainty as to what outcomes would be considered reasonable and 
constitutional by the courts when reviewing “as applied” challenges to administrative rulings on 
individual petitions by Rent Boards or hearing officers. (“As applied” challenges are challenges 
to individual decisions, as opposed to “facial” challenges which involve a challenge to the 
overall validity of the law or regulations.) 
Uncertainty as to what constitutes a fair return has been augmented by the fact that over a forty- 
year span appellate courts have reached diametrically opposite conclusions in regard to particular 
fair return issues. Furthermore, debate over the issue has been complicated by the fact that 
individual passages in court opinions, when taken out of context, can lend support to 
propositions at variance with the overall conclusions in those opinions. 

3 Kavanau v. Santa Monica Rent Control Board, 16 Cal.4th 761, 772 (1997). 
4 As explained in the following portions of this chapter, the right to “operate successfully” has not included the right 
to cover mortgage indebtedness. 
5 24 Cal.4th 1004, 1026 (2001) 
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2. Specific Guidance on Fair Return in Judicial Precedent
In 1984, in Fisher v. City of Berkeley, the State Supreme Court set forth some specific principles 
in in a lengthy discussion of fair return issues.6

a. Rejection of Claims to a Right to a Fair Return on “Value”

The Court held that a standard which defines a fair return as a fair rate of return on the value of a 
regulated property is “circular” in the context of regulation. Such a standard is circular because 
value depends on the allowable rent and, therefore, cannot be used to determine what rent should 
be allowed to permit a fair return. 

The Court explained: 

The fatal flaw in the return on value standard is that income property most 
commonly is valued through capitalization of its income. Thus, the process of 
making individual rent adjustments on the basis of a return on value standard is 
meaningless because it is inevitably circular: value is determined by rental 
income, the amount of which is in turn set according to value. Use of a return on 
value standard would thoroughly undermine rent control, since the use of 
uncontrolled income potential to determine value would result in the same rents 
as those which would be charged in the absence of regulation. Value (and hence 
rents) would increase in a never-ending spiral. 7 

It also held that a rent regulation is not invalid just because it reduces the value of properties and 
that: “Any price-setting regulation, like most other police power regulations of property rights, 
has the inevitable effect of reducing the value of regulated properties.”8

3. The Right to an Increasing Net Operating Income

In Fisher, the Court also gave other guidance that has come to play a central role in fair return 
doctrine. The Court held that a regulatory scheme “may not indefinitely freeze the dollar amount 
…profits without eventually causing confiscatory results. …If the net operating profit of a
landlord continues to be the identical number of dollars, there is in time a real diminution to the 
landlord which eventually becomes confiscatory." 9 In other words, growth in net operating 
income must be permitted. This concept is critical because it sets forth a standard for fair return – 
whether or not allowable rent increases have been adequate to cover increases in operating costs 
and permit growth in net operating income. 

6 Fisher v City of Berkeley, 37 Cal.3d. 644, 679-686 (1984). 
7. Id. 37 Cal.3d.at 680, fn 33.
8 Id., 37 Cal.3d. at 686.
9 Id. 37.Cal.3d. at 683.
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B. The Maintenance of Net Operating Income (MNOI) Standard

The type of fair return standard which is used to determine whether allowable rent increases have 
been adequate to cover operating cost increases and permit growth in net operating income, by 
comparing current current net operating income with a base year net operating income is known 
as a “maintenance of net operating income” (MNOI) standard. 

Under this standard – known as a “maintenance of net operating income” (MNOI) standard – 
apartment owners are entitled to rent increases which are adequate to cover operating cost 
increases and to permit growth in net operating income. (In the context of fair return, 
“maintenance” of net operating income includes the concept of maintaining the value of the net 
operating income by providing for an inflation adjustment factor in calculating fair net operating 
income. Net operating income is income net of operating expenses; debt service is not 
considered as an operating expense.)10 

Under MNOI standards, “fair return” (fair net operating income) is calculated by adjusting base 
year net operating income by a portion of or by one hundred percent of the percentage increase 
in the Consumer Price Index (CPI) since the base year. For example, under a standard which 
provides for indexing the net operating income at 100% of the rate of increase in the CPI, if the 
net operating income was $100,000 in the base year and the CPI has increased by 70% since the 
base year, the current fair net operating income would be $170,000. 

Under most MNOI standards, the year specified as the base year precedes the adoption of rent 
regulation. However, a more recent year may be used as the base year. Jurisdictions with MNOI 
standards provide for indexing a base period of net operating income by varying percentages of 
the percentage increase in the Consumer Price Index, ranging from 40% to 100%. Berkeley and 
Santa Monica provide for 40% indexing and most mobilehome ordinances index by less than 
100%. All of these indexing standards have been upheld by the Courts.11

10 “Net operating income” may be contrasted with “net income” which is income net of debt service payments. 
11 See Berger v. City of Escondido, 127 Cal.App.4th 1, 13-15 (2007); Stardust v.City of Ventura, 147 Cal.App. 4th 

1170, 1181-1182 (2007); Colony Cove Properties v. City of Carson, 220 Cal. App.4th 840, 876 (2013) 

The rationale for less than 100% indexing has been that the rate of increase in equity may exceed 100% of the rate 
of increase in the CPI even if the rate of increase in the overall value of a property is lower. For example, the value 
of an apartment building may increase by 20% from $1,000,000 to $1,200,000, but the increase in the equity of an 
owner who purchased with a 70% loan may increase from $300,000 to $500,000. 

In the Colony Cove opinion, the Court stated: 

In H.N. & Frances C. Berger Foundation v. City of Escondido, the court explained why 100 percent indexing was 
not required for a rent controlled mobilehome park to achieve a fair return: "A mobilehome park's operating 
expenses do not necessarily increase from year to year at the rate of inflation, and . . . a 'general increase at 
100% of CPI . . . would be too much if expenses have increased at a lower rate.'" (H.N. & Frances C. Berger 
Foundation v. City of Escondido [cite omitted].) Moreover, "the use of indexing ratios may satisfy the fair return 

(cont.) 
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The example below illustrates how MNOI standards work. In the hypothetical, rents have 
increased by $50,000 between the base year and the current year. During this period operating 
costs have increased by $30,000 and the net operating income has increased by $20,000, from 
$60,000 in the base year to $80,000 in the current year. Through an individual rent adjustment 
petition (with adequate documentation of income and operating expenses) the owner would be 
able to obtain an additional rent increase The allowable increase would be $10,000 because the 
fair net operating income (the base year net operating income adjusted by the CPI increase) is 
$90,000. 

Table 5.1 
Illustration of MNOI Standard 

CPI 
Gross 

Income 
Operating 
Expenses 

Net 
Operating 

Income 

Fair Return 
Allowable 

Rent 
Increase 

Base Year * 100 $100,000 $40,000 $60,000 

Current Year 150 $150,000 $70,000 $80,000 

Current Year 
Fair Net Operating Income 
(Base Year NOI Adjusted by 
50% increase in CPI) 

$90,000 

Fair NOI – Current NOI 
($90,000 – $80,000) $10,000 

The MNOI has been adopted by Los Angeles, Santa Monica, Berkeley, West Hollywood, East 
Palo Alto and is in effect under San Jose’s mobilehome park rent stabilization ordinance.12 In 
addition, this type of standard is set forth in a substantial portion of the mobilehome park rent 
stabilization ordinances in the State and is often applied under other mobilehome rent 
stabilization ordinances, which list factors to be considered in determining what is a fair return, 
without setting forth a formula. (Approximately ninety jurisdictions regulate mobilehome park 
rents.) 

criterion because park owners typically derive a return on their investment not only from income the park 
produces, but also from an increase in the property's value or equity over time.” (Ibid.; accord [cite omitted] 
[explaining that "one reason for indexing NOI at less than 100 percent of the change in the CPI" is that "real 
estate is often a leveraged investment" in which “[t]he investor invests a small amount of cash, but gets 
appreciation on 100 percent of the value”]. Id.876-877. 

12 San Jose Muni Code Sec. 17.22.470-580. 

2-187



127 

Rationale for the MNOI Standard 

The MNOI standard works differently than rate of return standards because it compares the net 
operating income with a prior (base year) net operating income rather than comparing the net 
operating income with the investment (purchase price). It is not an “intuitive” measure because it 
is not a real estate return measure that is commonly used by investors or laypersons, but rather is 
a measure of fair return under rent regulation. The rationale for the use of this type of standard is 
set forth in the following discussion. 

By providing for growth in net operating income, the MNOI standard provides for growth in the 
portion of rental income (the net operating income) that is available to pay for increases in debt 
service, to fund capital improvements, and/or to provide additional cash flow (net income). 
Therefore, the growth in net operating income also provides for appreciation in the value of a 
property. The standard provides all owners with the right to an equal rate of growth in NOI 
regardless of their particular purchase and financing arrangements. By measuring reasonable 
growth in net operating income by the rate of increase in the CPI, this approach meets the twin 
objectives of “protecting” tenants from rent increases that are not justified by operating cost 
increases and increases in the CPI, and of providing regulated owners with a “fair return on 
investment.” 

Under the MNOI standard, it becomes the investor’s task to determine what investment and 
financing arrangements make sense in light of the growth in net operating income permitted 
under the fair return standard. 

In fair return challenges, appellate courts have repeatedly upheld the use of an MNOI standard.13

In 1984, a Court of Appeal found that the MNOI standard was reasonable because it allowed an 
owner to maintain prior levels of profit. 14 In 1998, a Court of Appeal concluded that the MNOI 
formula is a “fairly constructed formula” which provides a “"just and reasonable" return on ... 
investment,” even if an alternative fair return standard – such as the rate of return on investment 
standard (discussed further below) – would provide for a higher rent. 

13 Most of the published appellate court opinions regarding fair return under rent regulation have involved 
mobilehome park rent regulations. This is a consequence of the facts that: 1) the mobilehome rent regulations are 
stricter – not allowing for increases upon vacancies, 2) some of the mobilehome rent ordinances have not allowed 
for annual across-the-board rent increases, thereby compelling owners to submit fair return petitions each time they 
desire to obtain a rent increase, 3) the stakes in mobilehome park cases are substantial due to the size of mobilehome 
parks, typically involving from one to several hundred spaces. However, in regards to fair return issues the fair 
return concepts are interchangeable with the courts relying on fair return opinions from apartment cases in 
mobilehome park cases and vice versa. 
14 Oceanside Mobilehome Park Owners' Ass'n v. City Oceanside, 157 Cal.App.3d.887 (1984); Also see Baker v. City 
of Santa Monica, 181 Cal.App.3d. 972 (1986) 
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[the] MNOI approach adopted by the Board is a "fairly constructed formula" which 
provided Rainbow a sufficiently "just and reasonable" return on its investment. ... 
The Board was not obliged to reject [an] MNOI analysis just because an historical 
cost/book value formula using Rainbow's actual cost of acquisition and a 10 
percent rate of return would have yielded a higher rent increase.15 

Typically, the base year under an MNOI standard precedes the adoption of rent control based on 
the concept that rent levels which were set in the unregulated market provided a fair return. In 
the case of San Jose, the allowable annual increases, which have substantially exceeded the rate 
of increase in the CPI, clearly have been sufficient to allow owners to preserve pre-regulation 
levels (inflation adjusted) of net operating income.(See discussion in Chapter 6) In instances in 
which an MNOI standard is adopted years after the initial adoption of rent control, owners will 
not have not have records from earlier decades and will not have been on notice that such records 
would ever be relevant in a fair rent determination. Therefore, a recent year could be used as the 
base year. Owners should have income and expense records for the last three years, since under 
federal tax law, businesses are required to retain their business records for three years. 

C. Rate of Return on Investment Standards 

In Fisher, Court indicated that a return on investment standard could provide a fair return. 
However, its qualifications about such standards illustrated the difficulties with such an 
approach. 

Rent ordinances commonly include a provision stating that their purpose is to provide a fair 
“return on investment.” However, none of the California jurisdictions with apartment rent 
regulations have used a “’rate’ of return on investment” standard. This type of standard has 
been implemented under some mobilehome park space rent ordinances. 

When rate of return on investment formulas have been used in the context of rent regulations, the 
most common formula has been: 

15 Rainbow Disposal v. Mobilehome Park Rental Review Board, 64 Cal. App.4th 1159, 1172 (1998) 
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FAIR RENT = OPERATING EXPENSES + X% of INVESTMENT 

The allowable rent depends on what rate of return is considered fair. The following examples 
illustrate the outcomes under a 6% and a 9% rate of return standard. 

FAIR RENT = OPERATING EXPENSES + X% of INVESTMENT 
(fair net operating income) 

$70,000 + 6% of $1,200,000
$70,000 + $72,000

= $142,000
or 

$70,000 + 9% of $1,200,000
$70,000 + $108,000

= $178,000

Investment is defined as the total investment (purchase price + improvements) rather than only as 
the cash investment (total investment minus mortgage borrowing). The return is the net operating 
income (income before mortgage payments), rather than only the cash flow (net operating 
income left after mortgage payments).16 In other words, the total return is compared with the 
total investment. 

Circularity of the Rate of Return on Investment Standard 

Rate of return on investment is commonly used as a measure of return by real estate analysts in 
evaluating real estate investments. Intuitively, the concept that investors should always be 
permitted a fair rate of return on their investments is commonly accepted . However, in the 
context of a fair return determination under a rent regulation, the use of a fair rate of return on 
investment standard works in a circular manner. 

In the market place, investment is determined by the expected returns. If the allowable returns 
under a price regulation are set at designated percentage of the investment, the process of 
determining what is a fair return becomes circular. Under such an approach, h the investment 
(and, therefore, the investor) determines what return and, therefore, what rents will be fair. 

16 In some jurisdictions a fair return on cash investment standard has been used. However, such standards 
discriminate among owners based on their financing arrangements. In three cases, a California Court of Appeal has 
ruled that consideration of debt service in a rent setting standard has no rational basis. Palomar Mobilehome Park 
Ass’n v. Mobile Home Rent Review Commission [San Marcos], 16 Cal.App.4th 481, 488 (1993) and Westwinds 
Mobilehome Park v. Mobilehome Park Rental Review Board [Escondido], 30 Cal.App.4th 84, 94 (1994), Colony 
Cove v. City of Carson, 220 Cal.App.4th 840, 871 (2013). 

2-190



130 

A leading utility text notes the fallacies and circularity of using the purchase price (the “transfer 
cost”) as the measure of investment in order to calculate fair return, in the context of a price 
regulation. 

Transfer cost does not represent a contribution of capital to public service. 
Instead, it represents a mere purchase by the present company of whatever legal 
interests in the properties were possessed by the vendor. Even under an original- 
cost standard of rate control, investors are not compensated for buying utility 
enterprises from their previous owners any more than they are compensated for 
the prices at which they may have bought public utility securities on the stock 
market. Instead, they are compensated for devoting capital to public service. ... 
The unfairness, not to say the absurdity, of a uniform rule permitting a transferee 
of a utility plant to claim his purchase price was noted by Judge Learned Hand … 
The builder who does not sell is confined for his base to his original cost; he who 
sells can assure the buyer that he may use as a base whatever he pays in good 
faith. If the builder can persuade the buyer to pay more than the original cost the 
difference becomes part of the base and the public must pay rates computed 
upon the excess. Surely this is a most undesirable distinction. (Niagara Falls 
Power Company v. Federal Power Commission, 1943 )17 

This fallacy has been generally overlooked in rent control cases. However, federal courts in New 
York have concluded that the return on investment approach does not make sense in the context 
of land use controls and rent regulation. They have noted that under the rate of return on 
investment approach, the "regulated" investor is able to regulate the allowable return by 
determining the size of the investment. In a zoning case, the Court held: 

In addition to being inconsistent with the case law, appellants' [return on 
investment] approach could lead to unfair results. For example, a focus on 
reasonable return would distinguish between property owners on the amount of 
their investments in similar properties (assuming an equal restriction upon the 
properties under the regulations) favoring those who paid more over those who 
paid less for their investments. Moreover in certain circumstances, appellants 
theory "would merely encourage property owners to transfer their property each 
time its value rose, in order to secure that appreciation which could otherwise 
be taken by the government without compensation " [cites omitted]18 

While the California courts have upheld the use of a rate of return on investment standard, they 
have noted the limitations of such an approach. In the Fisher case, the California Supreme Court 
noted that the “mechanical” application of a return on investment standard could produce 

17 Bonbright, Danielson, and Kamerschen, Principles of Public Utility Rates, 240-241 (1988, Arlington, Virginia, 
Public Utilities Reports, Inc.) 
18 Park Avenue Tower Associates v. City of New York, 746 F.2d. 135, 140 (1984). 
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“confiscatory results in some cases” and alternatively could provide for “windfall” returns of 
recent investors, who paid high prices: 

At the same time that mechanical application of the fair return on investment 
standard may have the potential to produce confiscatory results in some 
individual cases [cites omitted] it is also recognized that the standard has the 
potential for awarding windfall returns to recent investors whose purchase prices 
and interest rates are high. If the latter aspect were unregulated, use of the 
investment standard might defeat the purpose of rent price regulation.19 

On the other hand, if a “prudent” investor standard is used to try to curb abuses of a rate of return 
on investment standard by limiting what size investments will be considered in measuring what 
net operating income would be fair, the results also become circular. Under this type of approach 
the investment may be considered “prudent” only if the current rents are already adequate to 
generate a net operating income which is adequate to generate the rate of return which is 
considered reasonable. If this approach is followed no rental increase can ever be justified by the 
standard. 

Subsequent to the Fisher opinion, one Court of Appeal concluded that the argument that a 
purchase cost may be viewed as high (imprudent) is a “Catch-22.". The Court explained: 

... it is a “Catch-22” argument. It posits that a prudent investor will purchase only 
rent-controlled property for a price which provides a fair rate of return at the then- 
current (i.e. frozen) rental rates. Having done so, however, the fair market value 
is frozen ad infinitum because no one should pay more than the frozen rental rate 
permits; and existing rental rates are likewise frozen, since the investor is already 
realizing a “fair rate of return”.20 

This duality in concepts in regards to rate of return on investment standards is not an accident. It 
reflects the inevitable appearance of the two sides of a circular concept. On the one hand, there is 
the view that rate of return on investment standards should not provide windfall returns to recent 
investors and should not provide an incentive to invest as much as possible for a property by 
providing a right to charge rents that will provide a fair return on any investment. On the other 
hand, there is the view that an owner should be able to obtain a fair return on a prudent 
investment. However, if such an approach is adopted, an investment may be considered 
imprudent if the current rents do not yield a fair return on that investment. 

19 37 Cal.3d. 644, 691 (1984) 
20 Westwinds Mobile Home Park v. City of Escondido, (1994), 30 Cal.App.4th. 84, 93-94. 
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Subjectivity and Differences in How to Measure Fair Rate of Return under a Rate of 
Return on Investment Standard 

Apart from the circularity issues associated with the use of a rate of return on investment 
standard, there are substantial issues associated with the calculation of the investment (the rate 
base) and with the determination of an appropriate rate. 

In fact, rates of return vary substantially among properties, especially in times of substantial 
inflation in property values. Therefore, the net operating income (and, consequently the rent) that 
will yield a fair return on an investment made decades ago might be a fraction of the rent 
required to provide the same rate of return on the investment of a recent purchaser. 

When rate of return on investment standards are used, a host of options appear for measuring the 
investment and for the determination of a reasonable rate of return. In an adjudicatory process 
the fair return determination can turn into a mix and match process (among the alternate 
measures of investment and of a fair rate) aimed at obtaining a desired result. 

Selecting a Rate 

The selection of an appropriate rate presents one set of problems. Varying theories and/or 
statistical constructions” about how to compute what is a “fair rate” can lead to widely differing 
outcomes. One commentary, in a textbook on utility rate regulation, characterizes expert 
presentations on which particular rate is as “witches brews of statistical elaboration and 
manipulation”. 

“... as we begin sheer disgust to move away from the debacle of valuation, we 
will probably substitute a new form of Roman holiday— long-drawn-out, costly, 
confusing, expert contrived presentations, in which the simple directions of the 
Hope and Bluefield cases are turned into veritable witches’ brews of statistical 
elaboration and manipulation.21 

In mobilehome park rent stabilization fair return cases, expert witness’ projections of a fair rate 
of return have ranged from 4% to 12% (and even higher). Typically, in recent years, experts on 
behalf of mobilehome park owners have testified that a rate of return of about 9% is fair, while 
experts on behalf of cities and/or residents have contended that a fair rate is equal to the 
prevailing capitalization rate, now about 5 to 6%.22 Adjudicators’ (retired judges acting as 

21 Shepard and Gies, Utility Regulation, New Directions in Theory and Policy, 242-243 (1966, New York, Random 
House) 
22 The prevailing capitalization rate is the net operating income/purchase price rate that new purchasers are obtaining 
at the outset of their investments. When the purchase price is inflation adjusted in the fair return analysis the fair 
return also becomes inflation adjusted. 
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arbitrators, rent commissions, trial courts, and appellate courts) conclusions about what rate is 
fair have ranged from 5% to 9%. 

Measuring the Investment (The Rate Base) 

The selection of a rate base raises another set of issues. Large variations in the outcome of a fair 
return calculation can also be generated by alternate choices in regard to the measure of the 
investment (rate base). One principal issue within the return on investment debate has been over 
whether the original investment should be used as a rate base or whether that investment costs 
should be adjusted for inflation. Typically, long-term owners have investments that are low by 
current standards, while recent purchase prices have low rates of return relative to their 
investment. The problem with the return on investment approach is that in periods of inflation in 
the prices of real property, the fair return becomes a function of the length of ownership. As a 
result, the rate of return on investments in apartment buildings with comparable rents and 
operating costs will vary substantially based on the purchase date of the building. 

Some courts have held that the investment should be inflation adjusted to reflect the real amount 
of the investment in current dollars. In Cotati Alliance for Better Housing v. City of Cotati, a 
California Court of Appeal concluded that Cotati's return on investment standard was not 
confiscatory because "[t]he landlord who purchased property years ago with pre-inflation dollars 
is not limited to a return on the actual dollars invested; the Board may equate the original 
investment with current dollar values and assure a fair return accordingly."23 Commonly, if not 
usually, when rate of return on investment standards are used, the rent setting body has adjusted 
the original investment by inflation. 

However, in other instances California appellate courts have upheld the use of a formula under 
which investment was calculated in a manner virtually opposite to adjusting the original 
investment by inflation. Instead they have upheld “…taking the price paid for the property and 
deducting accumulated depreciation to arrive at a net historic value” See e.g. Palomar 
Mobilehome Park Assn. v. Mobile Home Rent Review Com. (1993), 16 Cal.App.4th 481, 487, in 
which the Court reasoned: 

[The park owner] argues that "historic cost" approach effectively transfers to 
tenants the use of $11 million in assets (the difference between the historic cost 
of the property and its current value) free of charge. It is true that in calculating a 
"fair" return, the City's proffered formula does not give park owners credit for any 
appreciation in the value of their property. Yet this is true any time a "fair return 
on investment" approach is used in lieu of a "fair return on value" formula. As we 
have explained .... both the United States and California Supreme Courts have 
approved the "investment" approach as constitutionally permissible. We are in no 

23 148 Cal.App.3d. 280, 289 (1983) 

2-194



134 

position to hold to the contrary by accepting Palomar's value-based test as a 
constitutional minimum. (Id. 16 Cal.App. 4th at 488) 

The table on the following page illustrates how the wide range of possible rate bases and fair 
rates possible can lead to vastly diverging results under a rate of return on investment formula. 
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Table 5.2 
Alternate Outcomes under Rate of Return on Investment Standard 

(Investment x Fair Rate = Fair Net Operating Income) 

Investment 
(Rate Base) Fair Rate 

Fair Net Operating 
Income* 

(fair rate x investment) 

$2,000,000 
original investment 
(e.g. 40 apartments x 

$50,000 / apartment unit) 

5% 
capitalization rate 

(prevailing noi/purchase 
price ratio purchases in 

2015) 

$100,000 

7% $140,000 

9% $180,000 

$1,200,000 
original investment minus 

depreciation of 
improvements 

5% $60,000 

7% $84,000 

9% $108,000 

$4,000,000 
original investment adjusted 

by CPI 

5% $200,000 

7% $280,000 

9% $360,000 

* Allowable rent = fair net operating income + operating expenses

Even if the original investment is inflation adjusted, the outcome under a rate of return on 
investment standard is heavily dependent on whether an apartment owner purchased a property 
in a low or high cycle in real estate values. The hypothetical below illustrates how the standard 
may work. An owner who paid the same price for a property in 2010 (at the end of flat cycle in 
apartment values) as an owner paid in 2000 (at the end of a surge in values) is permitted a much 
lower rent under this type of standard, because the period of inflation used to adjust the purchase 
price is much shorter. 
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Outcomes Under Rate of Return on Investment Formula 
Using Inflation Adjusted Investment 

Purchase Year 1990 2000 2010 2015 

Average Purchase Price/Unit 59,000 107,000 106,000 191,000 

Base Year CPI 132.1 180.2 227.469 258.572 
Current CPI 258.572 258.572 258.572 258.572 

Inflation (CPI) Adjustment of 
Original Purchase Price 96% 43% 14% 0% 

Purchase Price /Unit 
CPI Adjusted 115,486 153,536 120,494 191,000 

7% of Purchase Price 8,084 10,748 8,435 13,370 

Annual Operating Expenses/ 
Unit 5,400 5,400 5,400 5,400 

Allowable Annual Rent 
(7% of purchase price + 

operating expenses) 
13,484 16,148 13,835 18,770 

Allowable Monthly Rent 1,124 1,346 1,153 1,564 

Furthermore, under a rate of return on investment standard, the amount of rent that is required to 
provide a fair return can actually decrease as a result of a downward cycle in values (and, 
therefore, investments.). 

D. San José’s Fair Return Standard 

San Jose, Oakland and San Francisco have used a different standard than either the MNOI 
standard or the rate of return on investment standard in the formulation of their fair return 
standards. Under the standards of these jurisdictions, apartment owners are allowed to pass 
through increases in operating costs over the prior year to tenants. In San Jose, when a pass- 
through is being considered in an individual rent adjustment hearing, the allowable rent increase 
over the prior year’s rent is set at an amount adequate to cover the allowable cost increases (for 
operations and maintenance, rehabilitation, and/or capital improvements) over the prior year plus 
5%. As a result, this formula allows the for the possibility of obtaining a rent increase in excess 
of the annual allowable increase of 8%. These pass-through standards, including San Jose’s 
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standard, do not provide for any consideration of what rent increases have occurred before the 
prior year and how those rent increases have compared with increases in operating expenses 
before the prior year. 

The ARO provides for pass-throughs of increases in operating expenses, rehabilitation, capital 
improvements, and debt service.24 The standard includes requirements that rehabilitation costs 
must be amortized over at least three years and capital improvements must be amortized over at 
least five years.25 Increases in debt service interest are subject to a limitation to the interest 
associated with mortgage amounts that do not exceed 70% of the value of the property. The 
regulations contain detailed rules regarding consideration of increased debt service costs.26 The 
pass-through amounts for each of the four provisions become part of next year’s base rent. 

While the ordinance and regulations provide for specific rules regarding rent increase allowances 
for cost pass-throughs, the ordinance also includes subjective directions that increases must be: 

reasonable under the circumstances, taking into consideration that the purpose 
of this chapter is to permit landlords a fair and reasonable return on the value of 
their property while protecting tenants from arbitrary, capricious, or unreasonable 
rent increases, and under certain circumstances, unjustified economic 
hardship… 

and that consideration shall be given to the: 

reasonable relationship to the purposes for which such costs were incurred and 
the value of the real property to which they are applied. 

As indicated, the City’s standard provides for the possibility that petitions for large rent increases 
may be filed by recent purchasers of apartments, in order to pass-through increases in debt 
service over the debt service level of the prior owner. 

San Francisco and Oakland’s Pass-through Provisions 

San Francisco’s pass-through provision is similar to the San Jose standard, but San Francisco’s 
standard contains two prominent limitations on pass-through increases, which are not contained 
in the ARO. Under San Francisco’s pass-through allowance, increases are limited to seven 
percent and may not be imposed more than once every five years.27

24 Sec. 17.23.440 
25 Sec. 17.23.440.A.3. 
26 Sec. 17.23.440.B.and Apartment Regulations Sec. 2.030.03. 
27 San Francisco Rent Stabilization & Arbitration Board, Rules and Regulations, Sec. 6.10(d). 
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Oakland’s pass-through provisions are also similar to those of San Jose, except that Oakland 
eliminated the debt service pass-through for newly acquired units on April 1, 2014. (This 
restriction is not applicable to units on which a bona-fide offer to purchase was made before that 
date.28) 

E. Treatment of Debt Service Expenses under San Jose’s Ordinance and
Other Ordinances and Issues Associated with Allowances for Debt Service
Expenses

Treatment of Purchase Related Increases in Debt Service under the San Jose ARO 

Under the San Jose ARO, apartment owners may pass through purchase related increases in 
interest payments of debt service (mortgages) over the interest payments of the prior owner. 
Under the ordinance and regulations pursuant to the ordinance, an investor can pass-through to 
tenants up to 80% of the increases over the prior owner’s debt-service costs.29 

The absence, prior to 2014, of petitions based on increases in debt service, may be attributable to 
a variety of reasons, including: the high turnover in apartment tenants which enabled owners to 
set a substantial portion of rents at market levels; the limited portion of units which could absorb 
additional rent increases beyond the annual increases of 8% authorized by the ordinance; 
landlord decisions to forego such increases; and/or an absence of general knowledge that such 
increases could be imposed. The debt service petitions that were filed in 2014 resulted in 
substantial increases in monthly rents ranging from $64 to $481, with an average increase of 
$199/month. In half of the cases, the increase was greater than $250/month. 

The table below sets forth the size of the buildings, the number of petitioning residents, and the 
rent increase granted in each case. 

28 City of Oakland, Rent Adjustment Board Regulations, Appendix A, Sec. 10.4. 
29 See Regulations Sec. 2.03.03 setting forth detailed rules regarding the treatment of mortgage interest payments. If 
the loan exceeds 70% of the appraised value of the property, the portion of the interest increase that can be passed 
through is limited to interest attributable to a 70% loan to value ratio 
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Table 5.3. 
Debt Service Increase Petitions under ARO 

Sale 
Date Units 

Units 
Served 
Notice 
of Rent 

Increase 

Tenants 
Petitions 

Filed 

Beginning 
Average 

Rent 

Rent Increase 
Permitted 

(Debt-Service 
Pass-Through 

Amount) 

New 
Average 
Monthly 

Rent 
Percentage 

Increase 

2008 8 2 2 $614 $481 $1,095 78% 

2014 24 17 3 $1,120 $89 $1,209 8% 

2015 8 7 6 $946 $193 $1,139 21% 

2014 6 6 6 $598 $378 $976 65% 

2013 12 12 11 $902 $300 $1,202 33% 

2014 25 1 1 $675 $114 $789 17% 

2015 7 4 1 $881 $335 $1,216 30% 

2014 6 4 2 $1,298 $209 $1,507 16% 

2015 6 5 1 $1,198 $327 $1,525 27% 

2014 4 4 4 $1,191 $408 $1,599 34% 

2015 4 4 4 $1,700 $255 $1,955 15% 

2015 4 1 1 $1,920 $230 $2,150 12% 

2014 6 4 1 $871 $64 $935 7% 

2015 4 1 1 $2,295 $305 $2,600 17% 

124 72 44 $1,158 $199 $1,357 27% 
Source: City of San Jose Housing Department, Rental Rights and Referrals Program 

Assuming current volumes of apartment sales in San Jose continue, the number of instances in 
which there is a potential for the justification for debt service pass-through under the current 
standard is substantial. The records from one real estate data service includes data on the sales of 
59 buildings with a total of 646 units that were sold in 2015 and 54 buildings with 1685 units 
that  were sold  in  2014.  In  most  of  those sales,  the  increase  in  price over the  prior sale was 
$50,000/apartment  unit  or  more  and  in  a  substantial  portion  cases  the  increase  was  over 
$100,000/apartment unit. Conservatively, assuming the increase in annual debt service is equal 
to 3% of the increase in the current purchase price over the prior purchase price, the additional 
debt  service  associated  with  a  $100,000  increase  in  purchase  would  be  equal  to  about 
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$300/month.30 In cases in which the previous owner held a property for a significant length of 
time and paid off a portion or all of the mortgage, the difference between the new and old 
mortgages would be even greater. 

Treatment of Purchase Related Debt Service Costs Under Other Rent Stabilization Ordinances 

In contrast to San Jose’s standard, six of the eleven apartment rent control ordinances 
specifically exclude consideration of debt service in setting allowable rent levels, except when 
the debt service is associated with capital improvements. Such exclusions exist in the ordinances 
of Los Angeles, Oakland, Berkeley, Santa Monica, West Hollywood, and East Palo Alto.31 

Beverly Hills ordinance does not authorize any rent adjustments for increases in debt service, but 
does not specifically state that debt service expenses are excluded.32 Also, San José’s 
Mobilehome Rent Stabilization ordinance excludes consideration of debt service costs, except 
when associated with the cost of capital improvements.33 

Under the San Francisco, Los Gatos, and Hayward ordinances, increases in debt service may be 
passed through. However, under the San Francisco ordinance, increases based on debt service 
increases are limited to 7% and in buildings with six or more units are allowed only once every 
five years. 

30 This projection is based on the assumption that 70% of the price, and, therefore 70% over the increase over the 
prior price, is financed by a mortgage and that the mortgage interest rate is 5%. Therefore, the increase in mortgage 
interest would be 5% of $70,000 =$3,500/year. 
31 Under Oakland regulation debt service pass-through were authorized until 2014. 
32 Beverly Hills Muni Code Sections 4-5-101 thru 4-5-707. 
33 San José Muni. Code Sec. 17.22.540.B.1. There are exceptions for refinancing required as a result of the terms of 
a mortgage in effect when the ordinance was adopted and for interest costs associated with the amortized costs of 
capital improvements. 
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Table 5.4 
Treatment of Purchase Mortgage Interest Expenses 

Under Apartment Rent Stabilization Ordinances 
Jurisdiction Consideration of Purchase 

Mortgage Interest Expenses 
Limitations on Allowance of Debt 

Service Expenses 
Los Angeles 

Excluded 

Oakland 
Debt service pass-through repealed on 
April 1, 2014. Pre-repeal purchasers 
exempted from repeal. 

Berkeley 
Santa Monica 
West 
Hollywood 
East Palo Alto 
Beverly Hills 

San José 

Included 

Loan to Value Ratio Limited. 
Standards contain a list of factors to be 
considered, but not a formula for how 
they would applied. 

Hayward 
Los Gatos 

San Francisco 
Increase Limited to 7% of Rent. 
Buildings of 6 units or more permitted 

only once every five years 
Source: Based on author's review of rent ordinances. 

Most of the MNOI standards in mobilehome park rent stabilization ordinances preclude 
consideration of debt service. Under the other common type of fair return standard in 
mobilehome park rent stabilization ordinances, rate of return on investment, consideration of 
debt service is also excluded because fair return is measured by the return on the total 
investment, rather than just the cash portion of the investment. (Consistent with using this 
measure of return, the rate base for measuring the return is the total investment, and the 
calculation of the return is based on consideration of the whole return, rather than return net of 
mortgage interest payments.) 

Judicial Doctrine Regarding Consideration of Debt Service Interest in Setting Allowable Rent 
Increases 

As, noted, the general judicial doctrine regarding fair return, which has been frequently reiterated 
in California appellate decisions, has been that: “[r]ent control agencies are not obliged by either 
the state or federal Constitution to fix rents by application of any particular method or 
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formula."34 However, in three cases the California Court of Appeal has held that consideration of 
debt service in a rent setting process has no rational basis.35 

Assume two identical parks both purchased at the same time for $1 million each. 
Park A is purchased for cash; Park B is heavily financed. Under Palomar's 
approach, calculating return based on total historic cost and treating interest 
payments as typical business expenses would mean that Park A would show a 
considerably higher operating income than Park B. Assuming a constant rate of 
return, the owners of Park B would be entitled to charge higher rents than the 
owners of Park A. We see no reason why this should be the case.36 

In a subsequent opinion, the same Court of Appeal reaffirmed its conclusion in regard to the 
treatment of debt service expenses. “We have previously rejected the notion that permissible 
rental rates based on a fair rate of return can vary depending solely on the fortuity of how the 
acquisition was financed.”37 

In a recent (2013) opinion, a California Court of Appeal again affirmed the view that tying rents 
to individual owners’ financing arrangements has no rational basis. 

Apart from the inequities that would result from permitting a party who financed 
its purchase of rent-controlled property to obtain higher rents than a party who 
paid all cash, there are additional reasons for disregarding debt service. …debt 
service arrangements could easily be manipulated for the purpose of obtaining 
larger rent increases, by applying for an increase based on servicing a high 
interest loan and then refinancing at a lower interest rate or paying off the loan 
after the increase was granted. Alternatively, an owner might periodically tap the 
equity in a valuable piece of rental property, thus increasing the debt load. In any 
event, we discern no rational basis for tying rents to the vagaries of individual 
owners' financing arrangements.38 

While the foregoing precedent holds that debt service should not be considered, in two cases 
around 1990, a California Court of Appeal carved out an exception to this rule. The Court held 

34 See text at notes 3-4. 
35 Palomar Mobilehome Park Ass'n v. Mobile Home Rent Review Commission [of San Marcos], 16 Cal.App. 4th 
481, 488 (1993); 
36 Id, at 489. 
37 Westwinds Mobile Home Park v. Mobilehome Park Rental Review Bd., 30 Cal.App.4th 84, 94 (1994) 
38 Colony Cove Properties v. City of Carson, 220 Cal.App. 840,871 (2013). Courts in other states have reached 
similar conclusions. In 1978, when considering the constitutionality of an apartment rent control ordinance, the New 
Jersey Supreme concluded that: “Similarly circumstanced landlords ... must be treated alike. Discrimination based 
upon the age of mortgages serves no legitimate purpose.” Helmsley v. Borough of Fort Lee, 394 A.2d. 65, 80-81 
(1978). 
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that mobilehome park owners have a vested right to have their debt service considered if the debt 
service was an allowable expense under the fair return standard in effect at the time the property 
was purchased.39 In Palacio de Anza v. Palm Springs Rent Review Commission, the Court 
concluded that the guidelines in effect when the mobilehome park was purchased created vested 
rights. 

[the guidelines]... created land-use property rights which became vested ... when 
the financing of the ... purchase was undertaken in reliance on the existing rent- 
control laws. In this sense, [the park owner] enjoys a situation or status 
analogous to that of one who had established the right to pursue a 
nonconforming use on land following a zoning change.40 

In a subsequent case, in 1991, the same court reaffirmed this conclusion.41 (Prior to these cases, 
the City Attorney’s office of San Jose reached the same conclusion.42) A repeal of a debt service 
pass-through that made an exception for units purchased prior to the repeal would conform with 
the holdings in these two cases.43

Comment 

If debt service is considered, owners who make equal investments in terms of purchase price and 
have equal operating expenses, may be entitled to differing rents depending on differences in the 
size of their mortgages and/or the terms of their financing arrangements. As indicated, in three 
cases the California Court of Appeal has ruled that such a standard has no rational basis. 

When increases in debt service can be passed through apart from other allowable rent increases, 
then the allowable rent is set at a level that provides “reimbursement” for the financed cost of 
purchasing a building. This “reimbursement” is in addition to the otherwise allowable rent 
increases that would provide a fair return by providing for increases in net operating income, 
which can be used to finance increasing debt service. 

39 Palacio de Anza v. Palm Springs Rent Review Com., 209 Cal.App.3d. 116 (1989) 
40 Palacio, Id,, 209 Cal. App.3d at 120. 
41 El Dorado Palm Springs, Ltd.v. Rent Review Com., 230 Cal.App.3d. 335 (1991). 
42 Memo from the Deputy City Attorney to the San José City Council, May 13, 1985 (“Limitations on Debt Service 
Pass Through – Retroactivity”) 
43 On the other hand, it should be noted that under judicial doctrine applicable to land use law in general there has 
been no vested right to develop based on the fact that a land use was allowed under the zoning in effect when the 
purchase was made. Instead, vested rights have been limited to situations in which construction has been permitted 
and has commenced. Also, in a recent rent control case, a federal circuit court of appeal rejected the view that pre- 
rent control purchase arrangements could create a right to be free of subsequent regulations that may diminish the 
value of the property. Rancho de Calistoga v. City of Calistoga, 800 F.3rd 1083 (2015) 
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Policy Option Comments Name Tenant/HP

1 Duplexes are such a small percentage of the properties in Beverly Hills/and should be considered as single family units. They should be exempt from rent control. Let the market determine the value. It is doing 
it well (except for bad actors of course) - other than that. No policy change - let's tend to our schools.

1 No change to 3% or CPI with cap of 5.5%. No cause evictions. Create a housing commission. Pass thru's - no capital investment impacts pass through to tenant.
1 No change Chapter 5 and 6 could benefit.
1 My first question is to clarify Option number 2. My feeling is to make it as fair as possible to both sides and to be flexible in times of very high and low inflation. The more fixed things are, the greater possibility 

of abuse. Therefore I am for the first option. Option number 3, making things closer to Ch. 5, would benefit tenants dramatically while harming housing providers. Ch. 5’s intent is for lower income tenants. So I 
would say no to that. Option number 4—portion based on CPI—is unpredictable and CPI is not reflective of housing provider’s costs. This year was an aberration in benefiting providers. I don’t think that’ll 
happen again. I again prefer option #1 because it’ll prevent abuses on both sides and it’s the least amount of work for the City. Regarding pass-throughs, my guess would be that for small housing providers, 
the red tape is so great—most small housing providers just wouldn’t do it. Do you have data? [Mr. Silvern answers: Under Ch. 5 I think only the property tax is a pass-through.] Last question. You said there are 
approximately 275 Ch. 5 tenants and 6500 Chapter 6. Then why do you say there is a total of 8600 units? [Mr. Silvern: The difference is owner/occupant.]

HP

1 I own duplexes in BH. I have a tenant who’s lived there for 26 years. I’m being depicted as a rent gouger. We have properties that are close to 100 years old. This year I was hit with a $6,000 bill. Water heater 
costs $1,400. I don’t see how CPI reflects the costs of managing properties. You can’t equate CPI business to the apartment buildings. There are other operating costs. I have the option if I can’t make a decent 
return. I’m retired, I depend on the rent. I’m a business man, if I can’t get a decent return on my investment why do I stay in this business? I could make these into condominiums. Having rent control forces 
owners out of business, which you’re taking away from the [housing] stock. Singh: CPI doesn’t take into consideration all the costs. Owner: $12,000 roofing repair. Singh: Which policy? We hear you. One 
request I have is I understand. What’s possible on both sides? We are looking to resolve, come to middle ground. Owner: No policy change.

HP

1 As you know, I’m a provider and a tenant. No policy change. To decide on this is a half-truth. Proposition 10 will limit our ability to bring below market rates up to market. No decision should be made here 
until there is a decision on prop 10. What has helped myself and fellow owners to keep the rent increases down is banking on the ability to bring it back up to market. It’s a benefit to fixed incomes to enjoy 
city services. This includes me. I’m older than 60. But I’m not guaranteed to stay here. Don’t take into consideration percentage increase, but also the ability to bring units up to market as a basis of investment. 
We didn’t anticipate tax change at the fed level.

HP

1 You’ve mentioned that the CPI for the last 16 years has been 2.1 percent, and rent increases have been [---], why do we need a cap? The market has been taking care of itself. I have tenants who are good 
tenants and I don’t raise their rent. But because we have three percent I will guarantee to raise them 3 percent. Instead you’re coming up with something that causes pain for all landlords. And now you have 
the issue of paying tenants to move out. I own a property in Santa Monica and I got out because it didn’t make sense. I have a place in Orange County, no problems, everybody is happy. Thank you.

HP

1 My name is . I only have one apartment in Beverly Hills. I am for no change. Beverly Hills is different than all the other cities you are comparing. Compare the cost of living here with Santa Monica and 
how they treat the landlords. Let’s instead compare to Culver City and Orange County. Good schools and no rent control. I have a friend who has a building here for many years who has not raised his rent. 
Now he feels his rents are low and suddenly I can’t go above 4.1% or even less? All the time he was always thinking he’s risking. Singh: Summary. Because of the fear of the limitation of rent raise, owners and 
property managers need to increase rent. Owner: I‘m proud that when BH had a problem with parking, they created more parking. The way to solve this problem […] the landlord shouldn’t be the person who 
does all the work. Regarding Proposition 10 I don’t think Beverly Hills should make any commitment now because we are too small. They shouldn’t be for or against. They shouldn’t get involved.

HP

1 My name is . My family has owned a duplex since 1964. I’m wondering if you’re taking comments on deregulating units of 4 units or less. First I have a condo, it’s not subject to rent control 
correct? [Silvern: Yes correct]. I would make the case that duplexes are more like single family homes. They are two family houses. The example is economies of scale. I used to own 20 units in Los Angeles. 
Now I own my family duplex with my cousin. In terms of economies of scale […] another thing is treating it as an apartment presents two difficulties. Should I pay someone to leave? Should I downsize and join 
my cousin in the duplex? I couldn’t move my son in. To me it’s closer to a SFH. I would support no policy change.

HP

1 I’m the cousin and our insurance is under condo insurance. That speaks to no policy change. HP
1 I’m . I live in four units. I’m surprised. I have a question. Beverly Hills is an exclusive city, one known all over the world as most expensive. I’m stuck with very low rent. I have expenses. He doubles me, 

that’s BH, that’s the way it is. The city is always adding more and more expenses (water). Also, when you meet a 3 percent, it’s going to hurt things. I have to put in a new fence. Then I can’t do it. Then 
properties are not going to look so well. If you don’t have the capital to invest you’re not going to do anything. BH is supposed to be exclusive, beautiful.

HP

1 I’m a Ch. 5 tenant. I had no idea that when I moved into my current apt that I’d stay so long. Now I’m going into retirement and I’m undergoing changes. I’m confused on what return on investment means in 
real estate. We all have changes when we invest. Ten years ago I lost six figures in the stock market. I don’t know what owners expect in profit. Is it that they can earn more money? I can see they don’t want to 
be under water but I don’t understand their objective.

Tenant

1 I’m against the change. I’ve owned a duplex for about 50 years. I redid it to be up with electricity and pipes. I asked Bank of America to remodel and other things. Plus I have mortgages. I work to pay my 
mortgage which is close to $3,000 a month. I think they shouldn’t touch duplexes. I want duplexes excluded like Santa Monica. Why should BH be so greedy?

HP

1 I came back to clarify my point from before. I want a little more freedom because of my expenses. It is my family home. I too agree with excluding duplexes. HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

No Policy Change
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

1
BH is unique. We have been sheltered from the statewide housing crisis. The problem is that there aren’t any affordable apartments. My first apartment - three working adults pay for it now. One of the things 
that has made us unique is the stability of our community. Renters have been here a long time. 60% of our school body were the children of renters. That number is down to 48%. The problem goes back to 
affordability. Landlords need to ask themselves, what community are you building? What do you want to see? We are people who send kids to school and volunteer. We’re the troop leaders. But it has reached 
a crisis level for many people. I’ve been incredibly lucky but I know that’s not the case for everyone. Recently I’ve been approached by Ch. 5 tenants. I never thought I’d see that in BH. They’re too afraid to 
report. We got to take the fear out of this. It’s not humane. Those are just some comments. Thanks city council for investment in this community. I think this is going to be their landmark legacy. I’m really 
grateful. As far as policy I’m inclined to go with #1. I have some serious concerns about pass-through, however. I don’t see how tenant should be responsible for bad management. For not addressing problems. 
I am mostly in favor of CPI but I think there should be a limit. [Sing: why do you think #1 is ok?] I run a business. I write checks. I know how costs have gone up so I see both sides. I see very clearly both sides. I 
also know I had a water leak. My landlord was right there. I was in a hotel. I was taken care of. Our landlords are taking care of critters. There is a side of this that you have to look at the business. There has to 
be a balance. Common ground. That’s a place for the city to come in. Singh: Where is that ground? Both stories. I have a questions RE sustainability of 3 percent given age of building and costs of services. 
Given historical data tells us increases have been […] something, that 3% is realistic. But there has to be protections for tenants when you look at no cause evictions, and habitability.

Almore Dax Tenant

1
I’m a pretty good sized landlord and tenant since 2003. I’m familiar with LA rules and I’m used to it. Everything is great and good. There are a lot of rules and fees. It’s not easy. It’s very tough in LA to get rid of 
a trouble tenant. I try to understand all these landlords. I recognize all of them from all the meetings. I have a feeling all the landlords who show up here are the good ones that take care of tenants. I see the 
frustration in these landlords. Tenants that show up to these meetings have negative stories and situations with their landlords. You have all the good landlords who don’t understand why we need to make 
changes combined with all the tenants who have problems. The landlords not following rules don’t show up to these meetings. I know ten landlords who would never show up to this meeting. They care about 
cashing out. I happen to live in a property. I see it from both sides. I’m a little stuck between #1 and #4. When things go up the landlord should have a certain level of support to be able to raise the rent. At the 
same time, tenants should have certain stability. If I get a rent increase of $100 I don’t care. But it could be a single mother of two kids. The number we have should give the stability to the tenants. I know 
that’s the number we’re trying to come up with. I think for the landlords in Beverly Hills there is retrofitting. I think a pass-through number on that, it’s an important item to the building and tenant. If there is 
an earthquake you may have to move out. I could see some of those things could be pass-throughs. There was a gentleman who mentioned the water heater. I’m sorry, that’s just the cost of managing 
property. I would never buy a master metering building. In November 1995 we couldn’t buy here because there wasn’t enough money to put aside. We went to the valley in Panorama City. For that moment 
it’s what we could afford. Now, over time, it grew. Even with all the laws that are coming, I will own a property in Beverly Hills. It’s got to make sense for me. I think one of the most important things in all these 
talks. I’ve seen and heard of the horror stories. To the good landlords, there are bad landlords misusing the law. You can’t bring quality tenants into the city if they have no security. [This speaker also 
advocated for getting rid of no-cause evictions]. Singh: thank you for balance.

Jess Bendixen Tenant

1 Rent and CPI have been same—what are you changing? City should come up with a way to deal with greedy landlords. I can’t afford to live here. I don’t expect a landlord to give me cheap rent. Again, I think 
the city is trying to do the right thing. But they should come up with another way than rent control.

1
I cannot attend the Sunday meeting in person as I fear it would expose me to retaliation by the landlord, especially as it's videotaped. I do appreciate that Beverly Hills is soliciting feedback and trying to have 
some reasonable rules for renters and landlords. I've lived here for 20 years and I am a teacher. So my income is okay, but it doesn't go up much year to year. Rent increases are a constant fear. This building 
was owned by a local Beverly Hills couple for decades, but when one of them passed away, it was sold to an investor.  This investor owns multiple properties, is based outside of BH, and has Essential 
Management, an LA-based company, do the actual managing. When the local BH residents owned the property, rents were raised every few years, but not too much. Since the investor took over, the rent has 
been raised the maximum allowable every time. Three years in a row, it was 10%, and now 3% given the new laws. A few years, they have tried to raise the rent after only 6 months, and it has taken a great 
deal of effort to get them to back down. During that time, there have been no upgrades to the property.  We have dirty carpets in the hallways, we've had a number of rat invasions, and screening of tenants 
has degraded with noisy and sometimes rude tenants being allowed to move in. There are holes in the side of the building. The laundry machine water has sewage in it, making it unusable. Phone calls to the 
company go unanswered, messages are not returned, and repairs, when they agree to make them, are slipshod. You can read about other people's horror stories on their yelp review site. Many of the things 
people are describing here have happened to me too.  https://www.yelp.com/biz/essential-management-los-angeles. Of course, they are very responsive about one thing: collecting rent. As a longtime renter 
here, what I'd like to suggest is: rent increases tied into inflation or capped at 3%, - rent increases and policies that match surrounding towns: Santa Monica, Culver City, West Hollywood, and Los Angeles - 
protections from being evicted. There needs to be documented proof of problem tenants' issues, be it noise, damaging the unit, etc. And then documentation that the tenant failed to change his/her ways. 
Right now, the landlord can just claim anything and say its "just cause." Most renters do not have the resources to fight this legally (otherwise, they wouldn't be renters!). The fear of this retaliation leads 
tenants to put up with problems and keep quiet. We should be able to pay online with automatic payments. Right now, we have to use checks, and there is often a problem with the company claiming checks 
never arrived. Or, they don't cash them and then claim you paid late. Every other payment in today's world, from car payments to utilities, is done automatically. Rent should be the same way, especially as a 
good track record shows you're paying on time, and helps your credit score. City inspections - the city should inspect these buildings to keep landlords on their toes.  Particularly for earthquake safety, vermin 
infestations, etc. I hope these suggestions can at least be considered, and that the city strikes a reasonable balance between the landlords' understandable desire to make money and the rights of the renters. 
Please remember the landlords are wealthy; we are not. Thanks for taking the time to read this.

Tenant

1 In 2008, unfortunately, bad landlords and investors came to the city and started charging 10% to get people out. I saw older people evicted, kids in the middle of the school year…I sincerely think 3% is more 
than enough. The council asked the landlords 10%. 25-50 dollars a year charge. We don’t have any expenses. I know the buildings are old and need to be taken care of. You have an older car you have to take 
care of it. You are already making money. You have more control than the tenants. 68% of residents are tenants. For at least one landlord there is seven tenants. One bad landlord affects 7 tenants. But one 
bad tenant only affects one landlord. I think there should be a rating. There are newer and older buildings. Rate them to see how much that landlords/person needs to maintain or upgrade whatever. Therefore 
not everyone goes on same level.

Tenant
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Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

2 As a tenant I would love to have consistency and the lowest rent increase possible. As an honest person, I need to acknowledge that pass-throughs for big repairs and expenses need to be amortized as a pass-
through in a reasonable fashion. I believe in a CPI increase with a cap and raising rent on Ch. 5. That would be option number 2.  As for habitability - there needs to be a level that says everything has to be 
working and at least okay. Elevators, water heaters, plumbing, HVAC, heating, cupboards, door locks, carpets/their coverings, electrical. Pass-throughs and rent increases have to remain sustainable. Beverly 
Hills is becoming a City of empty single family homes as more off shore buyers have purchased. Renters are the most vibrant population. This is where the kids fill the schools and they are leaving. As housing 
prices skyrocket single family owners are taking their kids out of public schools. Especially as our schools fail. Hawthorne is no longer sustainable - less than 400 kids. The City has a responsibility to keep the 
population varied and not homogeneous. At this time - the rents are unaffordable. Only wealthy people can live here. That's not a community. Now - only disengaged individuals can afford to live here without 
community involvement. This is not working. So many people are fearful of the next rent increase driving them out of the area. Word is out - Don't rent in Beverly Hills. The price is too high and tenants have 
no protections. The schools stink. It's no longer safe. It's just very expensive.

3 7% with large subsidies for citizens of Beverly Hills truly in need.
3 6% and pass-throughs. Number 3: keep the RSO simple. A flat fee gives everyone a very clear understanding of potential increases. One of the complaints from residents is certainty. CPI does not provide 

certainty - it's a fluctuation of market conditions that might not be that resident’s condition!!! 
3

Mayor Gold brought up unintended consequences and how we are affected. Some spoke about freeze going up will lose school population. The fact that we have rent control actually causes less students. The 
data in HR&A, 35% under 18, rent control it’s 24%. Other cities with rent controls have even less children. We’re in the real estate market. We are not in a real market. We don’t have access to the real market. 
We are handcuffed from doing things. We’ve been talking about this for two years. I propose we give both parties more what they want. I want to give the tenants truly in need what they need. But the vast 
majority have a flat increase. [Singh: How would you determine who is in need?] It would take a lot of work to determine who is in need. My belief is 99% are satisfied. I would say 1% are in need. There is not 
a dramatic widespread problem. We need to loosen control on the 99%. We need to have a fund or mechanism to subsidize those truly in need. Cancer, elderly, single mom, etc. I have a tenant who owns 90 
pairs of Prada Shoes. Why is she protected? I would say option #3. 10% is too high and 3% is too low.  I would argue for 7%. Why are we assessed 1.2% on gross just for business license? We should be able to 
add that on. If it’s 6% it should be 7%. We have to make up the money somehow. Why us as a city? When you get too far away from market you place stress on supply. You’re discouraging people from living. 
That’s not fair. There’s a natural lifecycle to a tendency. We should be helping those truly in need. We shouldn’t be subsidizing those who live comfortable lifestyles. Tenants who spoke here also send kids to 
private school. No cause is fundamental. If you don’t have control over the party you’ve lost the party. You have to be able to control who’s in and out. You can’t do that in the courts.

HP

3 Tenant and landlords. I’m in favor of #3. To your point Chuck, about expenses, they can’t be subjective. Not subjective is why there is not a concession for the 1.2 percent business tax. You pay a lot more in 
Beverly Hills. 45% utilities is more expensive. There is nothing in code that make up for these specific items. I asked last time we elaborated on not getting charged on admin fees. On every bimonthly bill we 
see it says rent control admin fee. It’s not in HR&A’s report. Landlord is paying for common area and electricity. As a tenant you should share the cost of your utility usage. Individual meters and house meters. 
If I want to take a bath the expectation is I pay for it. We should have just a straight pass-through for water and sewage.

HP

3 Maximum Annual Rent Increase preferred option #3: The City should not allow 100% of CPI as a rent increase, because landlords also get the benefit of equity increases in their property. 70%-80% seems more 
reasonable.

Tenant

3
Why don’t we provide the numbers? My point is, the landlords feel is it fair for us to give all our info to the city? Do you have data on tenants? Silvern: we don’t need to survey them. It’s available publicly. In 
terms of declining enrollment, it’s been declining since 1970s. If we want more vibrant, they are the least rent control cities. Flat fee 7%. Subsidies to those truly in need.

HP

3
We are here because some owners have less than sterling reps. It is bad business to force out good tenants. HR&A was not tasked to ask why cities didn’t push for rent control. Why do the people controlling 
things here think they know stuff other cities don’t? We want bad owners properly addressed. However, the majority of the buildings under rent control are older. It takes more to maintain function and 
appearance. RE guy who owned laboratory. Increasing costs are the problem of tenants. The owners can’t put them in the same situation where making promises they can’t fund. Those kind of promises can’t 
run a business. If we try to keep consideration of keeping good tenants under limited income. Can’t be in situation of no good deed goes unpunished. I would increases my rent less for good tenants. I use high 
end maintenance. His costs have gone up. My costs go up because of bonds. We’ve all agreed 10% is too much. 3% is unsustainable. We have increased our personal rents less than 3% except for bad tenants 
because we could allow for tenants. Prop 10 takes these tools away from us. If people invested in one set of rules and the goal posts move, those in our position are going to have to sell out to bad landlords.

HP

3 Speaking of insurance I hadn’t thought about it. My insurance went up dramatically more because of the cost of fires. I got hit with a twenty five percent increase. Another this year for homeless 
encampments. That’s not caught in CPI. We need good insurance to protect tenants. I grew up in BH and I’m trying to retire here. I don’t see how stabilization is sustainable since the city doesn’t allow for 
development. In 20 years we haven’t had any developments, very little. The housing stock is very old. Needs a lot of updating. Asbestos. We have a vermin problem and I’m now living in units. Our alley has 
two garbage cans. The dusts and flies. The city needs to deal with more services for the tenants. Last thing I want to address is pass-through’s. I called the city and they said I couldn’t do pass-through’s. They 
sent me paperwork. I did the roofs in 2017. It’s very difficult for the landlord to even petition it. I raised the rent. I am in favor #3. This way we can keep BH an entitled community. We don’t want to have two 
sets of living standards—one for SFH and other for squalid garbage ridden apartment communities. In order to maintain a nice and beautiful city we have to distinguish ourselves and know who we are and 
where we are going. My last comment […] how many cities in California [have rent control]? [Silvern: 15.] And how many cities are in California? 500 or so cities. We are talking about a small percentage. 
Culver City is beautiful, it’s coming up, they have a fantastic school system, and no rent control. If these things pass I’m taking my money out of here. Singh: summary. BH is unique. We need housing. We are 
minority in terms of having rent control. And tenants need services.

HP

Set a Maximum dollar amount by which rents may be increased annually, coupled with the existing allowable increases based on CPI

Set fixed annual maximum allowable rent percentage increase for Chapter 6 tenants
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Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

3 I have a question. #1 no policy change, does that mean it stays at 3% or the other percentage? [Silvern: Formulas don’t change. Rent is allowed to be greater of…etc…] So 4.1% could go higher? [Yes]. So in 
looking at option #3, do we get back to setting a percentage that’s agreeable? [Paul: Applies to Ch. 6 only—eliminates the 3% floor.] Now that I’m clear about that I would choose #3. I live in a duplex. That is 
my residence and income. As many of the other speakers said, the operating costs have gone up. BH continues to raise fees. I’m not sure how the pass-through on the utilities work for Ch. 6, if you have to 
apply for that or it’s automatic. [There are certain surcharges for refuse and water costs]. It’s charged per unit, those that live in older places, with one meter, if we get a tenant who doesn’t watch the tenant, 
the costs become expensive for us owners. It’s hard to say no policy change when things go up. I can’t see operating on a percentage that is 3%, or CPI, or fixed. I know. I am looking for more freedom. Later 
clarification: I’d just like to clarify. I prefer #3, fixed amount. I am not against eliminating the floor.

HP

4 No comments.
4 Consider that LA County Board of Supervisors recently passed 3% maximum allowable rent increase! The LA County Board of Supervisors also passed Just Cause Eviction for all units. They also passed no rent 

banking! I think this needs to be taken into account. Also the Costa Hawkins will be a decisive factor it if passes. And proposition #10 is being considered here in Beverly Hills. I am for #4 - Mark gave good 
reasons. The CPI can go down. If Costa Hawkins will afford this. Do we have to wait for that? Punitive or damage charge to those landlords who don't keep the property up. Would you consider a category for 
seniors, who are retired and on a fixed income? Or retirement income - fixed - any increases can be a challenge.

4
I have a process question. When is our feedback due into council materials? [Sept 21st] Tenants support a fair return. It provides a fair income to support costs. Apartment owners have to maintain where they 
live. A fair return should cover that but it shouldn’t cover capital improvements to properties. You’ll get that back. There are other ways to provide a return than a fair return. I think tenants support costs 
sharing of admin fees (RSO office, inspection). We would support some mandated fees. The property owner shouldn’t have to pay one hundred percent. However fair return should take into account asset 
appreciation and equity, which is separate. You can maximize your equity by leveraging. You can turn around and sell it and you’ve made quite a bit of money. There is a footnote in that San Jose study that 
goes into this. Five cities in California do not index at 100% of CPI. They index at a fraction of CPI. There is a return for property owner. It gets complicated. That’s why we’re not seeing more people here [at the 
meetings] because you get into the weeds. Regarding habitability, we also support increase for performance, that code violations are resolved. We have landlords that don’t pay relocation fees. They shouldn’t 
be allowed to raise rent. There should be sanctions. A pass-through passes the risk in the market to the tenant. Careful about what pass-throughs are allowed. Tenants should not support #1. For the 
foreseeable future we’re going to see higher inflation. What matters is percentage of CPI. Doesn’t have to be one hundred percent. Overcompensates owners. #2, tenants don’t prefer this option. Max dollar 
cap function is to close the gap between lower rent paying and higher rent paying and provide a ceiling for higher rent tenants only as their increases multiply. Large compounding increases. However most 
tenants aren’t going to benefit from that. Even if it does close the gap, it doesn’t benefit lower tenants because their rent compounds. #3 we don’t prefer this option because 100% CPI remains and it doesn’t 
have to be 100%. We can’t support it on that basis alone. More importantly, for foreseeable future, there is no real gain to Ch. 6 tenants. #4 is the option we support because it implies a fraction of CPI. That’s 
important. Seven cities use a fraction of CPI. #4 also eliminates 3% floor. No reason to keep arbitrary 3 percent floor. Honestly I don’t know enough about the CPI to recommend an exact figure. [Silvern: 
reasons vary city to city]. That’s a conversation we could have today if we were going to get more into the weeds. The only place I could find was the San Jose study where they talk about it in a single 
footnote. [Paul: it’s because housing costs are already embedded in CPI]. That’s an important point, as we see housing costs increase that’s pushing rent. Option #5. Tenants can’t support. We support some 
pass throughs such as government mandated costs. As well as cost sharing for admin fees. But can’t support applying Ch. 5-like pass-throughs to Ch. 6. Ch. 5 have these because they recognized returns 
weren’t enough. But council had incrementally added these pass-throughs. Today we’re not having a pass-through discussion. We don’t support #5. Option #6 tenants can’t support but it’s a benefit to Ch. 5 
tenants because if we establish more of a process to pass through for costs, Ch. 5 have the pass throughs but 6 do not. What if tenants use too much water? Water pass throughs are already on the book. 
Tenants will benefit from a more discretionary pass through. My concern with this option is it becomes an open door for Ch. 6 raises. Do we even need pass-throughs in addition to fair return? Singh: Quick 
summary: one comment was about duplex exemption, one comment was about the risk owners make in an investment and that’s a risk that shouldn’t be able to pass-through;  made several points: 
asset building and equity building that should be taken into consideration. His alliance there should be a portion of CPI under #4 because we shouldn’t blindly follow law. You should remove floor of 3%. Last 
thing was sanctions for not conforming landlords. We should be careful with Ch. 5 and 6 with increase of burden for tenant.

Tenant

4 Favors CPI. I’m a tenant and I’m coming in late. I’ve been a property owner in LA County. I don’t know what the difference is between CPI of county and city. Here’s what I found when I owned income 
property. Every tenant should expect an increase every year because costs for owners go up. I keep hearing owners didn’t raise their rent. If I had a really good tenant I would cap it under the max because it 
was too costly to lose the tenant. When I had a problem tenant, I maxed their rent. If a tenant was costing me more money I would charge them more. I raised a problem tenant the max. You raise them the 
max. When I had the high rents I had the 6 percent. You can’t expect tenants to pay for everything. They’re paying your mortgage notes. I’m finding the landlords are unrealistic. We got six hipsters sharing a 
two bedroom apartment. Each unit has a ridiculous number of people. The landlords got a little greedy. They don’t care about putting multiple people in units. Four guys are willing to pay $3500. I come along 
with a husband and can pay $2700. The answer is no thanks. We have multiple people in units. The rents aren’t realistic. The real estate bubble is unrealistic. I know the owners have costs. I’m an owner in a no 
rent control state. When I have to replace my roof I don’t raise my tenants the max. If owners want to get the maximum, own where there is no rent control. I’m really voting kind of to the index. When things 
are good you get a good return. Drive the bad tenants out that way. If you give them a break every year you drive them out. I pay almost $2000 a month for a studio. Downstairs they pay $4000. But they did it 
to themselves.

Tenant

4
I’m following my mentor . With respect to what Dr. Finerman says, why don’t more municipalities have rent control? 36 state legislatures have preempted cities ability to have rent control. It’s 
usually in the cities where there is pressure on real estate values. Many of the legislatures have a preponderance of rural governors. Dr. Finerman talked about the difficulty of budgeting for major expenses 
like a roof, which is why landlords needed more support for net operating expenses. That’s a capital expenditure, not an operating expense. The second answer gets back to the discussion by  and the 
CPI and why there should be a fraction of, not all. Where that becomes particularly relevant is page 19 of your presentation where you point out with data from IRIM [?] and the national apartment association 
what is included in the total operating expenses. These folks at HRA got no cooperation from apartment association. No numbers from the landlords regarding profit and loss. We were able to get the profit 
and loss statements for three buildings in BH and looked at HR&A’s numbers, which were instructive. It just so happens that the AAGLA belongs to the NAA, so they presumably come from the apartment 
owners. They point out the total operating expenses of the apartment building in LA County average 32.5%. That means 67% about of all the money being taken in by apartment owners, consist of non-
operating expenses. We have three buildings. What this says is that these folks are vastly overestimating their operating expenses. They are saying they have capital expenses. We have no numbers from you. 
We are getting deep into the weeds. But we have to. Therefore, we’re going to produce a report for you and the city which demonstrates more conclusively what people are making. If you produce numbers, 
the city will be delighted to review numbers. There are no numbers being shown by any apartment owners. (He supports option 4).

Tenant

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

4 Set increases at 60% of the CPI Steven Heller Tenant
4 Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of the percentage change in CPI. - A fraction of the CPI is far preferable to 100% to keep 

in line with what other cities are doing. 
Will Rack Tenant

4 Maximum Annual Rent Increase preferred option number 4

5 Also, pass through should be tenant specific so if a resident uses a bath multiple times, they should be responsible for paying their portion of the bill. Landlords pay for common areas and residents should pay 
for their direct consumption.

6 Limit expense pass throughs. It should only be for outside 3rd party costs like government requirements or utility costs. Not routine landlord questions. Tenant

7 Owners have collected rents and interest for years. If no painting or carpeting replacement has been done why should a senior have to pay for improvements? Dealing with roaches and spiders is also a 
problem. No inspections have ever been made. Some apartments have been remodeled with extensive work and rent increased. If nothing has been done would a tenant still have to face increases in rent? 
Note: Senior Citizens under Chapter 5 & 6 should receive special consideration on all matters discussed in these meetings. Many are on a fixed income, have health issues and some are handicapped.

3 & 4
I am a retired senior citizen and have lived in Beverly Hills as a Chapter 6 tenant for almost 12 years in the same large apartment complex. My source of income is from Social Security so I am very interested in 
the Maximum Allowable Rent Increase portion of the Rent Stabilization Ordinance. I favor an option which incorporates option No. 3 together with one aspect of option No. 4. I wish that HR&A Advisors had 
suggested this as a separate option since I feel that it is a fair and equitable option. My suggested option includes the following: A. Establish a fixed maximum percentage up to which rents could be increased 
for Chapter 6 tenants. B. Eliminate the minimum 3.0 percent rent increase for Chapter 6 tenants. C. Set rent increases for Chapter 6 tenants as some fraction of the percentage change in the CPI. With regard to 
(A) above: Of the 13 other cities in the HR&A Advisors study, 8 (a majority) have established an allowable maximum rent increase percentage. Therefore, it seems fair that Beverly Hills Chapter 6 tenants 
should also have this protection which they currently do not have. But it is important that the maximum percentage not be set too high; perhaps no more than 6.0% or 7.0%. With regard to (B) above: Of the 
13 other cities in the HR&A Advisors study, 11 (a majority) have not established an allowable minimum rent increase percentage. Therefore, it seems fair that Beverly Hills Chapter 6 tenants should not be 
subject to the minimum 3.0% rent increase that they currently are subject to.  Another reason for eliminating the 3.0% increase “floor” is that it is not fair that Beverly Hills Chapter 6 tenants will not receive 
the benefit of a low CPI change when the CPI change is less than 3.0%. With regard to (C) above: Of the 13 other cities in the HR&A Advisors study, CPI change is the predominant method of measuring 
allowable annual rent increases with 11 cities using that method.  Of those 11 cities, 7 (a majority) use a fraction (between 60% and 80%) of the CPI change. Therefore, it seems fair that Beverly Hills Chapter 6 
tenants should also have their rent increase calculated as some fraction (between 60% and 80%) of the percentage change in the CPI. As you can see from my discussion above, the option I am suggesting for 
determining the maximum allowable rent increase for Beverly Hills Chapter 6 tenants incorporates all 3 of the provisions used by a majority of the other cities in the HR&A Advisors study. That seems very fair.

Tenant

4 & 5 My preference: Hybrid approach - Set maximum allowable increases entirely on a percentage of CPI, not to exceed 5%. Rationale: No other city with a rental ordinance ties maximum rental increases to 100% 
of CPI. All use a fraction of CPI, because they recognize that CPI is based on the prices of fungible goods and services. Housing is decidedly not fungible; neither tenants nor landlords should be subject to the 
vagaries of an index that doesn't reflect the imbalance of risk between the parties (because it was never intended to). A fraction of CPI is what other cities use; we should too. Moreover, allowing property 
owners to pass through to tenants costs associated with legally mandated maintenance and capital expenditures (e.g. earthquake retrofitting) would essentially legalize double-dipping, because these 
expenses can already be written off of State and Federal income taxes. Were this permitted, landlords would enjoy a dual benefit of tax relief and reimbursement from tenants!

Tenant

4 & 6 
Maximum Annual Rent Increase preferred option #: 4 & 6

Tenant

4, 6, & 7 Maximum Annual Rent Increases: A) apartment buildings must meet habitability standards in order for housing providers to increase rent.  B) Any pass through expenses must go through an application 
process (C) Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI.

Tenant

4 & 7 Hello, I have lived and rented in Beverly Hills for 30 years. As a school teacher I would not be able to live in this community without rent control. I am 100 % for the tenant positions on rent stabilization as 
stated by the renter’s alliance. Beverly Hills needs to maintain a diverse community which reflects social and economic diversity as well as social justice. Please consider and implement all of the tenant 
positions of rent stabilization.

Tenant

4 & 7 Annual rent increase policy: I support options #4 and #7. The city should create a rent increase formula that is indexed to a measurable standard (change in consumer prices) while contemplating the rate of 
change as a percentage of CPI. The city should eliminate the current Chapter 6 floor ("the greatest of 3% of 100% of CPI") and retain the maximum cap of 8% for Chapter 6 tenants ("the lessor of 8% or CPI"). 
The city should preclude pass-throughs for Chapter 6 beyond the current water penalty and trash fee and any adopted pass-through should be granted based on demonstrated need through the rent 
adjustment process. The city should embrace option #7 that would require meeting a habitability standard (if one is adopted) as a condition of any increase.

Tenant

Set a fixed annual maximum allowable rent percentage increase for Chapter 6 Tenants & Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Allow more operating expense pass-throughs for Chapter 6 housing providers without an 
application process

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Limit operating expense pass-throughs, either by precluding them or by requiring formal rent 
increase application processes

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI, Limit operating expense pass-throughs, either by precluding them or by requiring formal rent 
increase application processes & Require apartment buildings to meet habitability standards in order for housing providers to increase rents

Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI & Require apartment buildings to meet habitability standards in order for housing providers to 
increase rents

Allow more operating expense pass throughs for Chapter 6 housing providers without an application process

Limit operating expense pass-throughs, either by precluding them or by requiring formal rent increase application processes

Require apartment buildings to meet habitability standards in order for housing providers to increase rents
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

4 & 7 Maximum Annual Rent Increase preferred option #: 4 and 7. Without a fair rental agreement the Beverly Hills renters market will soon be comprised of young trust funders whose parents at the insistence of 
the property owners co-sign the lease. This does not make a community.

Tenant

4 & 7
My name is  and I have rented my apartment at ., Beverly Hills, CA 90212 since around 2000/2001. For a number of years previously I rented an apartment at , 
Beverly Hills. I am a self-employed business-and-financial consultant for small-to-medium sized businesses. I would like the Beverly Hills Council to know that I and my neighbors have followed closely the 
efforts of the "BH Renters Alliance" and appreciate their efforts to identify, assess, and put forward policy alternatives on our behalf. Without getting into specifics, I can say that there have been prolonged 
periods in which my annual rents have been increased significantly and disproportionately in view of the time-and-money efforts of our landlord. At times, in regard to obtaining the right repairs by licensed 
contractors, I have also needed to arrange the support of the appropriate units of both Beverly Hills and the County and I appreciate the support that was provided. I also try to bring to my landlord's attention 
my renter's rights under Beverly Hills, County, and California law and regulation -- that have not infrequently been overlooked. These current policy discussions are very timely and I strongly support the policy 
options that are supported by the BH Renters Alliance. Annual rent increase policy:  supports options #4 and #7.

Tenant

4 & 7 Annual rent increase -- I support option #4 and #7 Tenant

4 & 7 Maximum Annual Rent Increase: preferred option #4 and #7. Tenant
4 & 7 Annual rent increase policy: Prefer options #4 and #7. Beverly Hills should create a rent increase formula that is indexed to a measurable standard while contemplating the rate of change as a percentage of 

CPI. The city should eliminate the current Chapter 6 floor ("the greatest of 3% of 100% of CPI") and retain the maximum cap of 8% for Chapter 6 tenants ("the lessor of 8% or CPI"). The city of Beverly Hills 
should also embrace option #7 which (if adopted) would require meeting a habitability standard a fair condition of any increase.

Tenant

4 & 7 Annual rent increase policy: Options #4 and #7. Tenant
4 & 7 Session No. 3 (Sept. 16, 2018), Maximum Annual Rent Increase, the Correct Options are Nos. 4 and 7. The others change the spirit and character of the RSO back to the failure of the "old days." Option Nos. 2 

and 3 represent retroactive thinking that led to the straight, maximum 10% model that is a recognized failure for the renting population and for the vitality of the City as a whole. Option No. 5 is absolutely 
inconsistent with renting itself. Option No. 6 protracts an extended debate over capital expense pass-through which should be ended now.

Tenant

4 & 7
Maximum Annual Rent Increase preferred option #:4 &7

Tenant

4 & 7 Annual Rent Increase: I support the Renters Alliance options 4 and 7 Tenant

4 & 7  I support Options 4 and 7. Tenant
4 & 7 Annual Rent Increase Policy: I support options #4 and #7. We are Senior Citizens living in the same building since September 15, 1987. We went through three landlords ---Our rent was increased every year --- 

Our unit is in the same condition as thirty years ago.
Tenant

4 & 7 #4 & #7 Tenant

4 & 7 #4 & 7 Tenant
4 & 7 Annual rent increase policy:  options #4 and #7.
4 & 7 I support #4 & 7 and the position of the Renters Alliance. I suggest that seniors with at least 10 years residency in Beverly Hills have limited increases of the amount halfway between CPI and Social Security 

benefit increases.
Tenant

4 & 7 Eliminate allowable maximum and minimum rent increases and set increases entirely on 100 percent or some fraction of percentage change in CPI. I support this option. Require apartment buildings to meet 
habitability standards in order for housing providers to increase rents. I support this option.

Tenant
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

Rent Registration will keep bad actor landlords from overcharging or executing illegal evictions. The cost should be shared 50/50, as Los Angeles does. Keep in mind, please, two items that have bearing on 
Allowable Rent increase. Investors pay a premium to buy land in Beverly Hills. This is considered a luxury area and prices reflect this perception. Logic dictates investors should expect a fair return in their 
investment. I strongly believe that the age of the buildings in Beverly Hills (1940, 1950, and 1960’s) affects and limits the return. Thus, rent increases can't go too haywire or tenants would simply move. This is 
costly and poor business decision making when raises "gauge" tenants. Therefore I reiterate that the market is self-regulating. Competition from other buildings or newer buildings will always remain options. 
Landlords pay 1.2% of gross to do business in Beverly Hills. This is a considerable cost to do business. Why hasn't this been factored into the discussions versus rent raises and rent registration costs passed 
onto landlords? Option number 3 - 5% maximum. This would reflect a 5% compromise for the existing system. My thoughts after attending these 3 sessions as well as other mediation sessions with the 
professor: What are the City's goals for rent stabilization? Is this a mechanism to fill the school population? (Protect families?) Is economic diversity the goal? Is landlord compliance the goal? Without a stated 
goal, choosing a policy is confusing.
I want free market. No restrictions. Let the owner's control their own operation.
The average CPI for the past 16 years and the average rent increase have been consistent. Why do we need a maximum allowable rent increase? The system has been working without having control on rents.

Not every landlord is a bad person. If there are some, do we all have to pay? I just got a call that water is coming down, what do I do with 63 dollars a month? Some people think rents are too highs. The 
market drops to rent. Increasing 3% every year will create animosity and bad blood. I didn’t increase for years. I will have to increase, and it will cause friction.

HP

Prefers abolishing rent control. I own a building in BH. I just became an owner. I was in LA for a few years. I have properties in both areas. It’s hard to look at both sides. California is for tenants not landlords. 
Not true that a bunch of money goes into landlords pockets. Especially Beverly Hills, very high rates and mortgages, taxes, and building. One purchase doesn’t even cover the mortgage. [Other attendee 
interjects that rent is not meant to cover financing costs.] We are not only here for services, we are here for income. We have to with real estate values that are going up and up especially in Beverly Hills. Have 
to understand that owners have expenses. Singh summarizes. I prefer no rent control whatsoever. 3% is not enough. Minimum 6%.

HP

First solutions. The gentleman who spoke regarding no cause that we have to get rid of that. I think one thing so many of us have said is the answer is compromise: clearly, some kind of committee, tenant, 
landlord, city, they would have to go through a mediation process. We would allow both sides not to be disenfranchised. That way someone who shouldn’t be evicted won’t be. You will be able to avoid costs. 
400 units, 200 owner occupied. 3% are in rental pool the rest are owners. I would urge the council exempting 2 units. Last point…I am in favor of exempting owner occupied. They are an entity unto 
themselves. Family moving in should gain same rights.

HP

I’d like to reiterate I see this on both sides, having grown up in a rent controlled apartment. It encouraged my mother to stay in that rent controlled apartment. She never established equity. Never became a 
homeowner. There are two sides to the rent control issue. There are people who own the buildings in the 2 units and 4 units, it’s their income. The duplex is their income. It’s what they live off. I think when 
you establish rent control you need to take a look at the tenants who live under rent control. They rented a property in Beverly Hills to use for the schools but bought houses elsewhere. The other thing you’re 
creating is a tremendous housing shortage. Tenants hear rent control and they can’t give it up. You create an expensive decontrol factor. You create a lot of unintended effects.

HP

HI!  Thank you for all your efforts on behalf of Chapter 5 tenants and all renters. We all live near Beverly Hills High on Spalding, Young and Robbins with the bulls eye Purple subway coming through. We all met 
while walking our dogs and organized Neighborhood Watch meetings, etc. Let me speak for myself.  I have been a nervous renter for many reasons and Nester, Terrance and the great Mr. Gibson have always 
been there to support us through landlord issues. They are Saints. As you know Chapter 5 has pass through allowances. Right now our base rent does not reflect the three roof pass throughs equaling over 
$300 for the next 5 years, and rent increase of almost 4%, plus trash and water. We have lived in our apartment since October 1977. We are the only ones in our neighborhood that has just cause eviction 
status. So we have accepted the designated status to attend the stabilization meetings and share all handout materials - Why? Because they has been so badly intimidated by the fear of eviction and unfair rent 
increases. My grief comes down to the fear of losing our home.  It is not a fear it is a terror that impacts our sleep, eating habits and ongoing tensions that come with the constant never ending fear of all of 
this - for a very long time. Question: Landlords get tax deductions and insurance coverage for all of the pass through allowances.  Does this seem fair to you? Isn't this double dipping the system? Let me ask for 
your kind consideration of the following request that all pass through allowances should come with copies of the invoices we are being charged for as a sworn statement. Our landlord has not provided 
invoices with the surcharges and out of constant fear we have hunkered down and remained silent. We have all joined the Renter Alliance and attended Mark’s meetings at Roxbury Park Center. We depend 
on Mark to voice our needs below because of the member’s fear of eviction.

Tenant

No Policy Choice
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Policy Option Comments Name Tenant/HP

Maximum Allowable Rent Increase
COMMENTS, CONCERNS & SUGGESTIONS

Dear Members of the City Council: My husband and I own a duplex in Beverly Hills which we rent out.  I am writing to express our concerns about a number of policy issues under consideration for inclusion in 
the final rent stabilization ordinance. My husband and I have attended as many of the facilitated sessions and meetings as we have been able to, but we have not yet spoken out. One reason is that we are 
somewhat hesitant to speak out, as we feel that we are outnumbered by the tenants attending the sessions. This makes sense, of course, as that are many more tenants in Beverly Hills than there are 
landlords. For this reason, we feel as though less weight is being given to the concerns of property owners than tenants. Most tenants that speak out are naturally complaining about the cost of their rent going 
up, but is equal consideration being given to the escalating cost of maintaining these rental properties? It is becoming more and more expensive to care for and maintain real estate due to the increase in 
taxes, materials, labor, and professional service costs. As property owners, we have no incentive to improve our property other than merely keeping it safe, clean, and habitable. We would personally like to 
remodel our 1936 duplex, as it still has the original kitchens and baths. But our hands are tied by not being able to ask our tenants to leave without “cause” in order to make these improvements. Our tenants 
have been in occupancy for over five years and give no indication of leaving any time soon. I heard at one of the meetings that 25% of tenants move each year. Since the rental increase restrictions were 
imposed in January of this year, I would bet that the rental market and turnover in Beverly Hills have slowed substantially. A natural turnover is healthy for a stable rental market. Regarding the maximum 
allowable annual rent increase, I feel that duplexes should be exempt, as they are more like single family dwellings. Additionally, an allowable rent increase of 3.0% is too low.  Do you actually think that the 
expense of maintaining a property only goes up 3.0% per year?  We also think that we should be able to “bank” our annual adjustments. We, for example, did not increase our tenant’s rents as much as we 
should have over the past five years. If we had known that future rental increases were going to be so restricted, we would have certainly passed through higher rent increases over the years.  Our rental 
income is now below market level and will only slip further behind. As it stands, the rent ordinance creates arbitrary winners and losers. The tenants that have been in occupancy for a long time with below 
market rents are the winners. The landlords who are unable to realize full market potential of their investment properties are the losers.  If the City of Beverly Hills wants to encourage and maintain an image 
of a safe and attractive municipality, the City Council should be concerned about property owners keeping their properties in fine condition. Instead, a restrictive rent ordinance will result in lower property 
values and less investment in the city. This, in turn, will result in less tax revenue for the city, as well as a tarnished image. There will be many unintended consequences. Finally, we hear a lot about retaliatory 
landlords, but what about retaliatory tenants?  What is a landlord to do about a nuisance tenant, who either deliberately or carelessly causes damage that leads to extra maintenance and repairs?  Landlords 
need to have the right to “no cause” evictions to eliminate trouble tenants. Please give our input every consideration.  There need to be protections and rights not only for tenants, but for the stakeholder 
property owners in Beverly Hills as well.

Just cause problem. I’ve had to use it twice in the 20 years that I’ve owned the property. One was harassment. There’s no reason for anybody to evict no cause. They’re not going to get more rent. If it was 
enforced there was no reason for anyone not to feel satisfied.

HP

I want to thank Chuck for the rent board. There’s a lot of unfinished business as it moves to city council. Related to rent increases—how are deposits handled? Increased with rent? Should deposits be accorded 
interest? What should have been on today’s agenda is the pass through. If certain access improvements need to be made that’s a fair cost pass-through. I would be happy to relieve Jimmy of his costs of 
charge. Closing comment, we all owe (council members) a real thanks for being here. They were here earlier. Two members have never shown up. Thank you for investing your time.

Tenant

In the strongest of terms I want to echo my friend Earl who suggested that there be some process, quasi-judicial, to resolve differences between landlords and tenants, which would enable us to limit no just 
cause eviction, by which we could define just cause. We really love to see some numbers. Any numbers. I’ve combed the internet for profit and loss statements. We’ve seen them for 3 buildings. Operating 
expense is 25%. The rents are higher and therefore net operating expenses are lower. Please give us some numbers. I don’t think the City of Beverly Hills can make any policy if it doesn’t have any numbers 
related to the profits of the property owners. Another point we have to reemphasize is that the elephant in the room is that a number of property owners have been making millions of dollars even on small 
properties. A building sold for 2 million is now listed for 5 million. If someone had leveraged their money on that they could have made 1000% initial equity. We’re not talking about just operating business but 
speculation. With regards to declining reenrollment, that decline started long before. That’s why it was passed to begin with. My final point is RE pass-through. If the benefits to tenants isn’t there it isn’t 
something that should be passed through. There’s a whole list in the ordinance itself. You should pass through by process of hearing, (lists appliances), this makes no sense at all. Singh: Big point is pass 
throughs and rent committee.

Tenant

I don't support the words of Options 5 & 6, but I do think the pass-through need further examination, discussion and revision.
I have attended several of the meetings/sessions presented by the City and also have reviewed the summary documents received. The basic tenet of the entire program is that landlords are permitted to 
increase rents each and every year. In a negative economy (also a poor economy for the tenants), landlords can raise rents (and they did). If the economy is good, the landlords can raise rents even more.    
How is this fair to anyone but the landlords? Landlord’s site increased expenses.  This is understood.   Tenants have rising expenses too. The difference is landlords increase rents to effortlessly cover their 
expenses and preserve profits. Tenants, on the other hand, must somehow manage rising expenses by working extra hours, changing lifestyle, relocating, etc. How is this fair to anyone but the landlords? 
Having a place to live is a necessity, not a luxury. For landlords to be allowed to levy rent increases each and every year without validation or justification is untenable. As it relates to the options proposed by 
the City, I propose a fixed increase percentage be implied in the lease and negotiated between the landlord and tenant at the time of occupancy.
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Beverly Hills – Rent Stabilization Program www.beverlyhills.org/BHrent 
(310) 285-1031 

RSO-021 
1

City of Beverly Hills 
Rent Stabilization Program 

455 N. Rexford Drive Beverly Hills, CA 90210 
Tel. (310) 285-1031 

bhrent@beverlyhills.org 

Landlord Rent Adjustment Application 
The Beverly Hills Municipal Code allows landlords to file a rent adjustment application for 
some or all rental units within the landlord’s rental complex in order to achieve a “just and 
reasonable return,” based on net operating income principles. The application shall be 
submitted on the form prescribed by the City and must include the following elements: 

� Proof of completion of rental registry and payment of associated fees;
� [If applicable] Letter authorizing a designated agent to submit on landlord’s behalf
� Completed Application, with supporting documentation, and payment of application

fees

All applications will be reviewed by the City for completeness within 10 business days of 
filing of the application. If an application is deemed to be incomplete, the applicant will be 
notified in writing as to what additional information is required. Complete applications will 
be considered by a Hearing Officer at a hearing that will be conducted within 60 days 
following the determination that the application is complete. The Hearing Officer will 
evaluate the application based on the calculation of the fair net operating income of the 
property.

Please note that Section 2 of the application requests information from the landlord 
regarding his/her income and operating expenses for calendar year 2016, which is the 
Base Year, and for the Current Year. You are encouraged to review the Landlord Rent 
Adjustment Application Instructions prior to commencing work on this application. 
Pursuant to the California Public Records Act, documents that are submitted to the City 
will be treated as public records and will be kept for a minimum period of two years and 
may be subject to disclosure pursuant to the terms and the exemptions of that Act.

***Please note that all items must be included in the application package in order 
for the application to be considered complete. ***

Applications shall be submitted to:
City of Beverly Hills

RENT STABLIZATION PROGRAM
455 North Rexford Drive
Beverly Hills, CA 90210
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Section 1
A. Property Information:

APN:
10 Digits

Address:

Number: Pre-Direction (N, S, E, W) Street Name

City: 

Beverly Hills
State:

CA
Zip Code:

-

Building Info:

Total Number of Apartment Units: Year Built:

Chapter 5 Units: Chapter 6 Units:

B. Property Owner (on Title):
First Name: Last Name:

Owner Type:

� Individual � Trust � LLC � Corporation  � Partnership

For Trusts/LLC/Corporations

� Managing Partner � CEO � Trustee

Phone Number:

(     )    -
Email:

Mailing 
Address:

House Number: Pre-Direction (N, S, E, W) Street Name Unit

City: State: Zip Code: -

� My mailing address or contact information has changed compared to what has been registered.

C. Rent Adjustment Request:
Please indicate for which units you are requesting an adjustment:

� All units

D. Declaration
Declaration
I (we) declare under penalty of perjury under the laws of the State of California that the foregoing and 
all attached pages, including documentation, are true, correct, and complete to the best of my 
personal knowledge.

Signature: Date:

Print Name:

� Check here if you are a designated agent for the property owner. You must attach a signed letter
from the property owner stating that you are the designated agent.
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Table 1 – Proposed Individual Rent Increase Schedule

A B C D E F

Unit 
ID

Move-in Date
(Month/Year) Current Rent Maximum 

Allowable Rent
Proposed Monthly 

Increase
Proposed Maximum 

Allowable Rent

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

$ $ $ $

Complete and attach additional copies of this page and other pages if needed. 
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Section 2

To complete this section, you will need data on your income and expenses for calendar year 2016, 
which is the Base Year, and for the Current Year. The Current Year should include data from the most 
recent complete month available and extending back 12 months. You must use the same current year 
time period for all data. 

� Please check here if you contend that 2016 was disproportionately low due to peculiar
circumstances. You will need to submit appropriate documentation proving these circumstances.

� Please check here to request an alternative base year because data from the base year is
unavailable. Please explain why the data for the Base Year is not available.

Please refer to the Landlord Rent Adjustment Application Instructions for guidance. 

Table 2 – Net Operating Income 

Line
A B

Base Year:
2016

Current Year: 
_______ to _______

1 Gross rents based on 100% occupancy using current 
rent levels including the current year annual general 
adjustment* 

$ $

2 Annual interest from security and cleaning deposits, 
except that interest payable to the tenants

$ $

3 Income from services, garage, and parking fees $ $

4 All other income or consideration received in 
connection with the use or occupancy of rental units 
and housing services

$ $

5 Total projected gross income
(add Lines 1, 2, 3, & 4)

$ $

6a. Uncollected rents due to vacancy and bad debts (to 
the extent that they are beyond the landlord’s control)

$ $

6b. Percentage of uncollected rents compared to gross 
rents: 
(line 6a divided by Line 1)**

% %

7 Total Projected Gross Income 
(Subtract line 6a from line 5 IF Line 6b is 5% or less 
than 5%. If Line 6b is greater than 5%, enter Line 5)

$ $

* If the annual general rent adjustment was not fully implemented or received during the entire year, it shall be
annualized to reflect the total annual gross rents to which the property owner is already entitled.
** Uncollected rents in excess of 5% of gross rents shall be presumed to be unreasonable and shall not be 
deducted from gross rents unless it is established that they result from circumstances that are likely to continue 
to exist in future years. Please provide justification along with the application.
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Table 3–Operating Expenses

Line A B

Base Year:
2016

Current Year: 
_______ to _______

8 Rent increase application filing fees $ $

9 Annual registration fees that cannot be passed 
through to the tenants 

$ $

10 License fees $ $

11 Real property taxes $ $

12 Electricity (not paid by tenants) $ $

13 Gas (not paid by tenants) $ $

14 Water $ $

15 Solid waste $ $

16 Insurance $ $

17 Legal Expenses $ $

18 Management Expenses
(assumed to be 6% of gross income unless 
established otherwise)

$ $

19 Normal repair and maintenance
(enter total from Table 5a, Line 14 for Base Year & 
Total from Table 5b, Line 29 for Current Year)

$ $

20 Owner-performed repair and maintenance 
(enter total from Table 6a, Line 14 for Base Year & 
Total from Table 6b, Line 28 for Current Year)

$ $

21 Building improvements
(enter total from Table 7a, Line 31 in Column A and
total from Table 7b, Line 62 in Column B)

$ $

22 Other reasonable expenses, fees, costs for 
professional services used in the course of 
completing rent adjustment application (please list)

$ $

____________________________________
$ $

____________________________________ $ $

23 Total Operating Expenses (add lines 8 through 22) $ $
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Table 4—Net Operating Income 

A B

Line Base Year:
2016

Current Year: 
_______ to _______

24 Total collected gross income
(Table 2, Line 7)

$ $

25 Total operating expenses
(Table 3, Line 23)

$ $

26 Net operating income
(Subtract line 25 from line 24)

$ $
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Section 3
In this section, you will provide information about repair and maintenance done at your building and 
building improvements for the base year of 2016 and the current year. Please note that there are 
separate tables for work that was completed by a contractor and work that was completed by the owner. 

The information calculated into these tables should be incorporated into Table 3, Lines 19, 20, and 21. 
If you have included numbers in these lines, the following tables (Tables 5a, 5b, 6, and 7) should be 
completed. 

Table 5a—Normal Repair and Maintenance (Base Year 2016)
Normal repair and maintenance includes painting, normal cleaning, fumigation, landscaping, repair 
and replacement of all standard housing services, including electrical, plumbing, carpentry, 
furnished appliances, drapes, carpets and furniture. Please note that all owner-performed repair 
and maintenance should be recorded in Table 6. 

Line Item 
#

Description of Expense

Units Benefitted

CostAll
(Place 
X in 
Box)

Unit 
(List Unit 

ID)

1 $

2 $

3 $

4 $

5 $

6 $

7 $

8 $

9 $

10 $

11 $

12 $

13 $

14 Total
(Enter Total in Table 3, Line 19; Column A)

$
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Table 5b—Normal Repair and Maintenance (Current Year)

____________ to ____________

Line Item 
#

Description of Expense Units Benefitted Cost 

All
(Place 
X in 
Box)

Unit 
(List Unit 

ID)

15 $

16 $

17 $

18 $

19 $

20 $

21 $

22 $

23 $

24 $

25 $

26 $

27 $

28 $

29 Total
(Enter Total in Table 3, Line 19; Column B)

$
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Table 6a – Owner-performed Maintenance & Repair – Base Year 
Please indicate the unit in which work was performed, or indicate that work was performed in all units in the 
“Nature of Work” column. 

“General Maintenance” is defined as work that does not require specialized training or education or a particular 
license. “Skilled Maintenance is defined as work that does require specialized training or education or a 
particular license.

Line A B C D E F G H I

General Maintenance Skilled Maintenance
Item 

#
Nature of Work Date of 

Work
Hours Hourly 

Rate
Cost Hours Hourly 

Rate
Cost

1

2

3

4

5

6

7

8

9

10

11

12

13 Total $ $

14 AMOUNT TOTAL
(Add Column F + Column I) 
(Base Year should be recorded in Table 
3, Line 20; Column A)

$
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Table 6b—Owner-Performed Maintenance and Repair (Current Year)

____________ to ____________

Line A B C D E F G H I

General Maintenance Skilled Maintenance
Item 

#
Nature of Work Date of 

Work
Hours Hourly 

Rate
Cost Hours Hourly 

Rate
Cost

15

16

17

18

19

20

21

22

23

24

25

26

27 Total $ $

28 AMOUNT TOTAL
(Add Column F + Column I) 
(Current Year should be recorded 

in Table 3, Line 20; Column B)

$
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Table 7a – Building Improvements (Base Year)
Building improvements that can be included within operating expenses are those that are mandated by government statute, any rule or regulation 
enacted after January 1, 2017, and major repairs, replacement and maintenance (except those compensated by insurance proceeds).
Improvements shall be amortized based on the years listed below. 

Line

A B C D E
Amortization 

Period

F

Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Annual Cost

1 Air Conditioner All $ $ $ 10 years $

2 Cabinets All $ $ $ 10 years $

3 Dishwasher All $ $ $ 7 years $

4 Doors All $ $ $ 10 years $

5 Dryer All $ $ $ 7 years $

6 Drywall All $ $ $ 10 years $

7 Electric Wiring All $ $ $ 15 years $

8 Elevator All $ $ $ 20 years $

9 Fencing All $ $ $ 10 years $

10 Fire Alarm System All $ $ $ 10 years $
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Line Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Amortization 
Period Annual Cost

11 Fire Escape All $ $ $ 10 years $

12 Flooring All $ $ $ 7 years $

13 Garbage Disposal All $ $ $ 7 years $

14 Gates All $ $ $ 10 years $

15 Gutters All $ $ $ 10 years $

16 Heating All $ $ $ 10 years $

17 Insulation All $ $ $ 10 years $

18 Locks All $ $ $ 7 years $

19 Paving All $ $ $ 10 years $

20 Plumbing All $ $ $ 10 years $

21 Pumps All $ $ $ 10 years $

22 Refrigerator All $ $ $ 10 years $
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Line Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Amortization 
Period Annual Cost

23 Roofing All $ $ $ 10 years $

24 Security System All $ $ $ 10 years $

25 Stove All $ $ $ 10 years $

26 Washing Machine All $ $ $ 7 years $

27 Water Heater All $ $ $ 7 years $

28 Other Major Appliances
_________________

All $ $ $ 7 years $

29 Other (Define)

__________________

All $ $ $ 7 years $

30 Other (Define)

__________________

All $ $ $ 7 years $

31 Annual Total (Enter Total in Table 3, Line 21; Column A) $
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Table 7b – Building Improvements (Current Year)
Building improvements that can be included within operating expenses are those that are mandated by government statute, any rule or regulation 
enacted after January 1, 2017, and major repairs, replacement and maintenance (except those compensated by insurance proceeds. 

Line

A B C D E

Amortization 
Period 

F

Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Annual Cost

32 Air Conditioner All $ $ $ 10 years $

33 Cabinets All $ $ $ 10 years $

34 Dishwasher All $ $ $ 7 years $

35 Doors All $ $ $ 10 years $

36 Dryer All $ $ $ 7 years $

37 Drywall All $ $ $ 10 years $

38 Electric Wiring All $ $ $ 15 years $

39 Elevator All $ $ $ 20 years $

40 Fencing All $ $ $ 10 years $

41 Fire Alarm System All $ $ $ 10 years $
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Line Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Amortization 
Period Annual Cost

42 Fire Escape All $ $ $ 10 years $

43 Flooring All $ $ $ 7 years $

44 Garbage Disposal All $ $ $ 7 years $

45 Gates All $ $ $ 10 years $

46 Gutters All $ $ $ 10 years $

47 Heating All $ $ $ 10 years $

48 Insulation All $ $ $ 10 years $

49 Locks All $ $ $ 7 years $

50 Paving All $ $ $ 10 years $

51 Plumbing All $ $ $ 10 years $

52 Pumps All $ $ $ 10 years $

53 Refrigerator All $ $ $ 10 years $
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Line Description of Expense
Units Benefitted 
(Circle All or List 

Units)
Initial Cost Cost of 

Financing Total Cost Amortization 
Period Annual Cost

54 Roofing All $ $ $ 10 years $

55 Security System All $ $ $ 10 years $

56 Stove All $ $ $ 10 years $

57 Washing Machine All $ $ $ 7 years $

58 Water Heater All $ $ $ 7 years $

59 Other Major Appliances
_________________

All $ $ $ 7 years $

60 Other (Define)

__________________

All $ $ $ 7 years $

61 Other (Define)

__________________

All $ $ $ 7 years $

62 Annual Total (Enter Total in Table 3, Line 21; Column B) $
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Landlord Rent Adjustment Application Instructions

Overview
The Beverly Hills Municipal Code (4-5-304; 4-5-512; 4-6-11) allows landlords to file a
rent adjustment application for some or all rental units within the landlord’s rental
complex in order to achieve a “just and reasonable return,” based on net operating
income principles.

It generally is assumed that the Annual General Adjustment (AGA) increase allowed by
the City of Beverly Hills Rent Stabilization Ordinance will allow the majority of rental
property owners (also referred to as landlords) to achieve this fair and reasonable return.
It is also assumed that the applicant has exercised all of his/her allowed AGAs prior to
submitting the Application.

However, when the AGA does not allow the property owner to achieve a Net Operating
Income (NOI) that increases at the same rate as the Consumer Price Index (CPI), the
property owner has the opportunity to submit the Landlord Rent Adjustment Application.
The forms and worksheets in the Landlord Rent Adjustment Application will allow the
applicant to calculate the NOI in the base year and the current year and are designed to
provide the Hearing Officer with the necessary information to make a decision on an
application.

Once the NOI for the base year and the current year have been calculated, the Hearing
Officer will compare the two to determine if the Current Year NOI has increased by an
amount that is at least equal to the increase of the CPI since the Base Year period. The
rate of inflation is measured by the CPI for the Los Angeles County area that is calculated
monthly by the U.S. Bureau of Labor Statistics (BLS) in the U.S. Department of Labor.
The decision regarding an application will be based upon the most recent CPI prior to
the filing of an application. The most recent CPI is posted at
www.beverlyhills.org/BHrent. The Landlord’s Rent Adjustment Application provides
financial data to assist the Hearing Officer in making his/her determination. The landlord
must prove by a preponderance of the evidence that the application should be granted.
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Section 2 of the application requests information from the landlord regarding his/her
income and operating expenses for calendar year 2016, which is the base year, and for
the current year. We encourage you to collect this data prior to beginning the application
process. We also encourage you to consult with an accountant and/or attorney in order
to complete the application.

Pursuant to the California Public Records Act, documents that are submitted to the City
will be treated as public records and will be kept for a minimum period of two years and
may be subject to disclosure pursuant to the terms and the exemptions of that Act.

Please note that no application will be accepted for filing where the rental property has
not been properly registered with the City, or if there are out-standing applicable
registration fees or penalties that have not been paid in full. An application will not be
accepted if there has been a decision on a previous NOI application concerning a
property within the last twelve (12) months.

All applications must include the following:

Proof of completion of rental registry;
[If applicable] Letter authorizing a designated agent to submit the application on

landlord’s behalf
Completed Application, with supporting documentation, and payment of
application fees;

Applications will be reviewed by the City for completeness within 10 business days of
filing of the application. If an application is deemed to be incomplete, the applicant will
be notified in writing as to what additional information is required. Complete applications
will be considered by a Hearing Officer at a hearing, which will be held within 60 days
following the determination that the application is complete.

Completed applications shall be submitted to:

City of Beverly Hills
RENT STABLIZATION PROGRAM

455 North Rexford Drive
Beverly Hills, CA 90210
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The Application Process
The following sections will walk you through the Landlord Rent Adjustment Application.

Section 1
Section A—Property Information
Enter the APN, Building Address, Total Number of Apartment Units, and the Year the Building was
built. The information provided must match the building information that has been registered with the
City.

Section B—Property Owner
Enter the Property Owner Information, Owner Type, and Contact Information, including mailing
address. The Property Owner Name and Owner Type must match the information that has been
registered with the City. If it does not, the Property Owner must first register the Unit with the City before
submitting the Landlord Rent Adjustment Application. If the contact information has changed (i.e. phone
number, email, or mailing address), please check that box so that the City can update its records.

Section C—Rent Adjustment Request
Indicate the units for which an adjustment is being requested, or check the box indicating an adjustment
is being requested for all units.

Section D—Declaration
Sign the declaration statement declaring that all of the information and attached pages, including
documentation, are true, correct and complete to the best of your personal knowledge, under penalty
of perjury under the laws of the State of California. If a designated agent besides the property owner is
submitting this form, the applicant must attach a signed letter from the property owner indicating that
you are acting as the designated agent.

Table 1—Proposed Rent Increase Schedule
Column A: List each residential unit (using mailing designation) on the property in Column A
(“Unit ID”). If there are more than 25 residential units on the property, additional copies of Table
1 must be attached to the Application. If additional copies of Table 1 are attached, each copy
should be labeled (i.e. Table 1-A, Table 1-B, etc.) in the upper right-hand corner.
Column B: Enter the move-in month and year for the current tenancy of each unit. This must
match what is currently registered with the City.
Column C: Enter the current rent. This must match what is currently registered with the City.
Column D: Enter the current Maximum Allowable Rent (MAR) for each unit. The MAR can
increase over the base year rent annually by 3% or the CPI, whichever is greater.
Column E: Enter the amount of the proposed monthly rent increase for each unit.
Column F: Total the amounts from Column D & Column E. Please be advised that the amount
of increase granted per unit may be lower than that listed in Column E.
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Section 2
Section 2 allows for the calculation of net operating income. The applicant will need data on income
and expenses for the base year of 2016 and the current year.

Base Year
The Rent Stabilization Ordinance requires that 2016 be established as the Base Year. An applicant
may request in writing if he/she desires that the Hearing Officer consider using a Base Year other than
2016. The applicant may contend that 2016 was disproportionately low due to peculiar circumstances
or because the data is not available. If an applicant wishes to do this, he/she must submit the following
documents:

Letter contending that 2016 was disproportionately low due to peculiar circumstances,
describing the circumstances and documentation proving these circumstances;
Letter explaining why 2016 data is unavailable and cannot be used and the desired new Base
Year;
Completed application using data for the desired new Base Year

If you are requesting to use an alternative Base Year, please check the applicable box on the
Application.

The Hearing Officer will determine whether another year may be used as the Base Year.

Current Year
The current year should include data from the most recent complete month available extending back
12 months.

Table 2—Net Operating Income
**Note: You must include copies of receipts or other documentation to support income data**

Line 1: Gross rents based on 100% occupancy using current rent levels including the current
year annual general adjustment
Determine the amount of rent received if all of the residential units on the property in question
were occupied by tenants for 2016 or an approved alternate Base Year (“Approved Base Year”),
if allowed by the Hearing Officer.1 If the annual general rent adjustment was not fully
implemented or received during the entire year, it shall be annualized to reflect the total annual
gross rents to which the property owner is already entitled. One must estimate and assign a fair
market value for those units for which no rent or partial rent was received due to special
circumstances (i.e. owner, relative, or employee occupancy). Enter this amount on Line 1,
Column A.

1 The requirement that the Hearing Officer must approve the use of an alternative base year applies to the entire
application and each of its subparts.
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In Column B, indicate the month and years being used for the current year. Enter the comparable
figure for that designated Current Year time period in Line 1, Column B.

Line 2: Annual interest from security and cleaning deposits, except interest that is payable to
tenants
Determine the annual interest or return on investment from security and/or cleaning deposits for
2016 or an approved Base Year. Enter this amount on Line 2, Column A.
Enter the comparable figure for the Current Year on Line 2, Column B. Do not include interest
accruing on tenants’ security deposits that an owner is obligated to pay to the tenant(s).
Line 3: Income from services, garage, and parking fees
Determine the total of income from services, garage and parking fees for 2016 or an Approved
Base Year. Enter this amount on Line 3, Column A. Enter the comparable figure on Line 3,
Column B.
Line 4: All other income or consideration received in connection with the use or occupancy of
rental units and housing services
Determine the total of all other income received in connection with the use or occupancy of rental
units and housing services in 2016 or an Approved Base Year. Other income could come from
laundry machines, appliance and/or furniture rental, and any or all other income received in
connection with rental units and housing services. Enter this amount on Line 4, Column A. Enter
the comparable amount for the Current Year on Line 4, Column B.
Line 5: Total projected gross income
Total the amounts listed on Lines 1-4 in Column A, and then enter that total on Line 5, Column
A. Enter the comparable figure for Line 4, Column B.
Line 6a: Uncollected rents due to vacancy and bad debts
Determine the amount of rent lost due to vacancies during 2016 or an Approved Base Year.
Enter this amount in Line 6a, Column A. Enter the comparable figure for the Current Year on
Line 6b, Column B.
Line 6b: Percentage of uncollected rents compared to gross rents
In Column A, divide Line 6a by Line 1 to calculate the percentage of uncollected rents compared
to gross rents in the Base Year or an Approved Base Year. Enter the percentage in Line 6b,
Column A. Enter the comparable figure for the Current Year on Line 6b, Column B.  Only include
those vacancies that were beyond the owner’s control. Uncollected rents in excess of 5% of
gross rents shall be presumed to be unreasonable and shall not be deducted from gross rents
unless it is established that they result from circumstances that are likely to continue to exist in
future years. If the percentage is greater than 5%, please provide justification along with the
application.
Line 7: Total projected gross income
In Column A, subtract Line 6a from Line 5, IF the percentage in Line 6b is 5% or less than 5%.
Enter the total in Line 7, Column A to calculate the total projected gross income in 2016 or an
Approved Base Year. Uncollected rents of more than 5% are considered to be unreasonable. If
uncollected rents are greater than 5%, the applicant must include an explanation. If the
percentage in Line 6b is greater than 5%, enter the total from Line 5 to calculate the total
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projected gross income in 2016 or an Approved Base Year. Complete the same process in
Column B to calculate the projected gross income in the Current Year and enter the figure on
Line 7, Column B.

Enter the figures from Line 7, Column A and Line 7, Column B in the applicable columns
on Table 4, Line 24.

Table 3—Operating Expenses
Line 8: Rent increase application filing fees
In Column A, enter the rent increase application filing fees for 2016 or an Approved Base Year.
In Column B, enter the rent increase application filing fees for the Current Year.
Line 9: Annual registration fees that cannot be passed through to the tenants
In Column A, enter the total amount of annual registration fees that cannot be passed through
to the tenants for 2016 or an Approved Base Year. In Column B, enter the total amount of annual
registration fees that cannot be passed through to the tenants for the Current Year. [Please note
that there are currently no fees or pass-throughs for the fees].
Line 10: License fees
In Column A, enter the license fees for 2016 or an Approved Base Year. In Column B, enter the
license fees for the Current Year.
Line 11: Real property taxes
In Column A, enter the real property taxes for 2016 or an Approved Base Year. In Column B,
enter the real property taxes for the Current Year. These figures should be obtained from the
County Tax Bill.
Line 12: Electricity
In Column A, enter the amount claimed for electricity costs not paid by tenants for 2016 or an
Approved Base Year. In Column B, enter the electricity costs not paid by tenants for the Current
Year.
Line 13: Gas
In Column A, enter the amount claimed for gas costs not paid by tenants for 2016 or an Approved
Base Year. In Column B, enter the gas costs not paid by tenants for the Current Year.
Line 14: Water
In Column A, enter the amount claimed for water costs not paid by tenants for 2016 or an
Approved Base Year. In Column B, enter the water costs not paid by tenants for the Current
Year.
Line 15: Solid Waste
In Column A, enter the amount claimed for solid waste costs not paid by tenants for 2016 or an
Approved Base Year. In Column B, enter the solid waste costs not paid by tenants for the Current
Year.
Line 16: Insurance
In Column A, enter the amount claimed for property-related insurance in 2016 or an Approved
Base Year. Enter the comparable figure for the Current Year on Line 16, Column B.
Line 17: Legal Expenses
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In Column A, enter the amount claimed for legal expenses in 2016 or an Approved Base Year.
Enter the comparable figure for the Current Year on Line 17, Column B.
Line 18: Management Expenses
In Column A, enter the amount claimed for management expenses (contracted or owner
performed) in 2016 or an Approved Base Year. Enter the comparable figure for the Current Year
on Line 18, Column B. Management expenses include necessary and reasonable advertising,
accounting, and other managerial expenses. Management expenses are presumed to be 6% of
gross income, unless established otherwise. Management expenses in excess of 8% of gross
income are presumed to be unreasonable and shall not be allowed, unless it is established that
such expenses do not exceed those ordinarily charged by commercial management firms for
similar residential properties.
Line 19: Normal repair and maintenance
Referencing Tables 5a and 5b, in Column A, enter the Amount Total (Table 5a, Line 14) claimed
for normal repair and maintenance in 2016 or an Approved Base Year. In Column B, enter the
Amount Total (Table 5b, Line 29) indicating the total amount claimed for normal repair and
maintenance in the Current Year.
Line 20: Owner-performed repair and maintenance
Referencing Table 6a, enter the value from Table 6a, Line 14 in Column A for owner-performed
labor in 2016 or an Approved Base Year.  Referencing Table 6b, enter the value from Table 6b,
Line 28 in Column B for the Current Year.
Line 21: Building improvements
Referencing Tables 7a and 7b, in Column A, enter the value from Table 7a, Line 31 indicating
the annual total claimed for building improvements in 2016 or an Approved Base Year. In Column
B, enter the value from Table 7b, Line 62 indicating the annual total claimed for building
improvements in the Current Year.
Line 22: Other Reasonable Expenses
In Column A, list those reasonable expenses, fees, and costs for any professional services used
in the course of completing a rent adjustment application for 2016 or an Approved Base Year.
Do the same for the Current Year in Column B. Each item must be listed separately with a brief
description. If additional space is needed, attach additional sheet(s) referencing Table 3, Line
22.

Please note that Paragraph B1d of BHMC 4-6-11 requires that the following items be excluded
from operating expenses:
1) Maintenance and repair work that resulted from the intentional deferral of other repairs or

work, which deferral caused significant deterioration of housing services, the building or
individual units (if the time since the work was performed significantly exceeds the
amortization periods established in subparagraph B1c(7) of BHMC 4-6-11, it shall be
presumed that it was intentionally deferred);

2) Avoidable and unnecessary expense increases since the base year;
3) Mortgage interest and principal payments; and fees other than rent increase application filing

fees, annual registration fees (to the extent that they cannot be passed through to the tenants,
pursuant to resolution of the City Council), and license fees;
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4) Penalties and interest awarded for violation of this or any other law; or legal fees, except
those incurred in connection with the successful good faith attempts to recover rents owing
and successful good faith unlawful detainer actions not in violation of applicable law, to the
extent the same are not recovered from tenants;

5) Depreciation;
6) Any expenses for which the landlord has been has been reimbursed by any utility rebate or

discount, security deposit, insurance settlement, judgment for damages, or settlement;
7) Any expense that has been passed through lawfully to tenants pursuant to the provisions of

this chapter.
These items cannot be included as “other reasonable expenses.”

Line 23: Total Operating Expenses
Add the values in Column A for Lines 8-22. Do the same for Column B.

Table 4—Net Operating Income
Line 24: Total collected gross income
Referencing Table 2, Line 7, Column A, enter the Total collected gross income for 2016 or an
Approved Base Year in Column A. Referencing Table 2, Line 7, Column B, enter the total for the
Current Year in Column B.
Line 25: Total operating expenses
Referencing Table 3, line 23, Columns A and B, enter the Total operating expenses for 2016 or
an Approved Base Year (Column A) and the Current Year (Column B).
Line 26: Net operating income
For Column A and Column B, subtract Line 25 from Line 24 and enter the resulting number in
Line 26. These represent the NOIs for 2016 (or an Approved Base Year) and the Current Year.

Section 3
Section 3 provides information about repair and maintenance done at your complex and building
improvements for the Base Year of 2016 or Approved Base Year and the Current Year. Please note
that there are separate tables for work that was completed by a contractor and work that was completed
by the owner. It also provides information about any other expenses that should be incorporated into
the calculation.

Table 5a—Normal Repair and Maintenance (Base Year 2016 or Approved Base Year)
Table 5a is used to individually itemize and describe expense claims for normal repair and maintenance
during 2016 or an Approved Base Year.

Normal Repair and Maintenance includes painting, normal cleaning, fumigation, landscaping,
repair and replacement of all standard services, including electrical, plumbing, carpentry,
furnished appliances, drapes, carpets and furniture. This table includes only repair and
maintenance performed by an outside contractor. Owner-performed labor should be recorded
in Tables 6a and 6b.

**Note: You must include copies of receipts or other documentation to support each cost that
is claimed**
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Complete the following columns for each item.
Item #
Use this column to assign an item number for each Base Year or Approved Base Year normal
repair and maintenance claim listed. The same number must be affixed to each supporting
document submitted to substantiate the claim.
Description of Expense
Provide brief description of each claim. The description should provide enough detail regarding
the claim so that the Hearing Officer can understand the expense.
Units Benefitted
Place an “X” in the All column if the item claimed benefitted all the rental units on the property.
Otherwise, list the Unit(s) benefitted by the claim.
Cost
For each item, enter the cost in this column. Each cost claimed must be substantiated by
supporting documents.
Line 14: Total
Total the amounts in the last column and enter that number on Line 14. This total should be
entered in Table 3, Line 19, Column A.

Table 5b—Normal Repair and Maintenance (Current Year)
Table 5b is used to individually itemize and describe expense claims for normal repair and maintenance
during the Current Year. Indicate the time period (month/year to month/year) on the lines underneath
the table title.

Complete the following columns for each item.
Line #
Use this column to assign an item number for each Current Year normal repair and maintenance
claim listed. The same number must be affixed to each supporting document submitted to
substantiate the claim.
Description of Expense
Provide brief description of each claim. The description should provide enough detail regarding
the claim so that the Hearing Officer can understand the expense.
Units Benefitted
Place an “X” in the All column if the item claimed benefitted all the rental units on the property.
Otherwise, list the Unit(s) benefitted by the claim.
Cost
For each item, enter the cost in this column. Each cost claimed must be substantiated by
supporting documents.
Line 29: Total
Total the amounts in the last column. This total should be entered in Table 3, Line 19, Column
B.
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Table 6a—Owner-Performed Repair and Maintenance (Base Year)
Table 6a is used to individually itemize, provide documentation for, and describe the owner-performed
labor expenses during 2016 or an Approved Base Year.

Owner-performed labor shall be counted at reasonable rates established by the cost of
obtaining similar services in and around the City. The applicant must also submit
documentation showing the date, time, and nature of the work performed by the property owner.

Each cost must be substantiated by supporting documents.

“General Maintenance” is defined as work that does not require specialized training or education or a
particular license. “Skilled Maintenance is defined as work that does require specialized training or
education or a particular license.

Column A: Item #
Use this column to assign an item number to each self-labor expense claim that is listed. The
same number must be affixed to each supporting document submitted to substantiate
the claim.
Column B: Nature of Work
Use this column to briefly describe the nature of the work (i.e. tree trimming) claimed performed
on the property.
Column C: Date of Work
Use this column to list the approximate month, date, and year of each claim.
Column D: General Maintenance – Hours
Use this column to list the number of hours for the general maintenance claim performed.
Column E: General Maintenance – Hourly Rate
Use this column to list the reasonable rate (established by the cost of obtaining similar services
in an around the City) for each general maintenance claim performed. Justification for the rates
must be provided.
Column F: General Maintenance – Cost
Multiply the hours in Column D by the hourly rate in Column E to determine the total cost for
each general maintenance claim.
Column G: Skilled Maintenance –Hours
Use this column to list the number of hours for each skilled labor claim performed.
Column H: Skilled Maintenance –Hourly Rate
Use this column to list the reasonable rate for each skilled maintenance claim (established by
the cost of obtaining similar services in and around the City) performed.
Column I: Skilled Maintenance –Cost
Multiply the hours in Column G by the hourly rate in Column H to determine the total cost for
each skilled maintenance claim.
Line 13: Total
Total the values in Columns F and I.
Line 14: AMOUNT TOTAL
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Add the values in Row 13, Column F and Row 13, Column I. This value should be recorded, in
Table 3, Line 20, Column A.

Table 6b—Owner-Performed Repair and Maintenance (Current Year)
Table 6b is used to individually itemize and describe expense claims for owner-performed repair and
maintenance during the Current Year. Indicate the time period (month/year to month/year) on the lines
underneath the table title. These must match what is used throughout the application.

Each cost claimed must be substantiated by supporting documents.

Column A: Item #
Use this column to assign an item number to each self-labor expense claim listed. The same
number must be affixed to each supporting document submitted to substantiate the
claim.
Column B: Nature of Work
Use this column to briefly describe the nature of the work (i.e. tree trimming) claimed performed
on the property.
Column C: Date of Work
Use this column to list the approximate month, date, and year of each claim.
Column D: General Maintenance – Hours
Use this column to list the number of hours for the general maintenance claim performed.
Column E: General Maintenance – Hourly Rate
Use this column to list the reasonable rate (established by the cost of obtaining similar services
in an around the City) for each general maintenance claim performed. Justification for the rates
must be provided.
Column F: General Maintenance – Cost
Multiply the hours in Column D by the hourly rate in Column E to determine the total cost for
each general maintenance claim.
Column G: Skilled Maintenance –Hours
Use this column to list the number of hours for each skilled labor claim performed.
Column H: Skilled Maintenance –Hourly Rate
Use this column to list the reasonable rate for each skilled maintenance claim (established by
the cost of obtaining similar services in and around the City) performed.
Column I: Skilled Maintenance –Cost
Multiply the hours in Column G by the hourly rate in Column H to determine the total cost for
each skilled maintenance claim.
Line 27: Total
Total the values in Columns  F and I.
Line 28: AMOUNT TOTAL
Add the values in Row 27, Column F and Row 27, Column I. This value should be recorded, in
Table 3, Line 20, Column B.
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Table 7a – Building Improvements (Base Year)
Table 7a indicates those allowable building improvements completed in the 2016 or an Approved Base
Year. Allowable building improvements are major repairs and replacement (except to the extent such
costs are compensated by insurance proceeds). The improvements are amortized in years according
to the schedule listed in the table.

Lines 1-30 list each of the allowable building improvements and the amortization periods. Identify the
correct allowable building improvements and complete Columns A through F.

Column A: Description of Expense
Use this column to provide a brief description of the improvement completed related to the listed
item. If additional space is required, please use an additional sheet of paper referencing the line
number in Table 7a.
Column B: Units Benefitted
Circle the word “All” in this column if the item claimed benefitted all rental units on the property.
Otherwise, list the I.D. designation of the unit(s) (as listed on Table 1) benefitted by this claim.
Column C: Initial Cost
Enter the initial cost of each item in the column.
Column D: Cost of Financing
In this column, enter the cost of financing for each item, if applicable. Enter the initial cost of
each item in the column.
Column E: Total Cost
For each item, add the figures in Columns C and D, then enter the result in Column E.
Column F: Annual Cost
For each item, divide the amount in add the figures in Column E by the appropriate amortization
period, then enter the result in Column F. This value should be entered in Table 3, Line 21,
Column A.

Table 7b – Building Improvements (Current Year)
Table 7b indicates those allowable building improvements for the current year. Allowable building
improvements are major repairs and replacement (except to the extent such costs are compensated
by insurance proceeds). The improvements are amortized in years according to the schedule listed in
the table.

Lines 32-62 list each of the allowable building improvements and the amortization periods. Identify the
correct allowable building improvements and complete Columns A through F.

Column A: Description of Expense
Use this column to provide a brief description of the improvement completed related to the listed
item. If additional space is required, please use an additional sheet of paper referencing the line
number in Table 7b.
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Column B: Units Benefitted
Circle the word “All” in this column if the item claimed benefitted all rental units on the property.
Otherwise, list the I.D. designation of the unit(s) (as listed on Table 1) benefitted by this claim.
Column C: Initial Cost
Enter the initial cost of each item in the column.
Column D: Cost of Financing
In this column, enter the cost of financing for each item, if applicable. Enter the initial cost of
each item in the column.
Column E: Total Cost
For each item, add the figures in Columns C and D, then enter the result in Column E.
Column F: Annual Cost
For each item, divide the amount in add the figures in Column E by the appropriate amortization
period, then enter the result in Column F. This value should be entered in Table 3, Line 21,
Column B.
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City Capital Expenses Utilities RSO Registration or 

Administration Fees

Other City- Imposed Fees

Beverly Hills --Chapter 5 Capital expenditure surcharge: at a rate 

no greater than 4% of the base rent 

which validly existed prior to the latest 

allowable precomputation of the rent.

Expenditures mandated by law: costs of 

any improvement mandated by law 

including interest or the value of capital 

up to eighteen percent (18%) per annum, 

allocated among all dwelling units by 

unit size, determined by square foot, by 

straight line depreciation in accordance 

with federal income tax laws.

Utility Expense Surcharge-if the utility 

costs have increased by a percentage that 

is greater than the annual rent increase 

percentage, any amount which is in excess 

of that amount that would have been 

arrived at had the utility costs increased 

only by the same percentage as the 

annual rent increase may be passed 

through to the tenants. The cost will be 

computed comparing the previous years 

costs, if there is a percentage increase 

above 8%, then the remaining percentage 

increase can be imposed, prorated among 

all units whose base rent includes such 

utility service on  a square footage basis, 

and payable 1/12th per month.  

Water service penalty: 90% of 

penalty/surcharge.

Property-Tax Related Surcharges: Determined by a hearing 

officer through a hardship application. Shall not exceed 5% 

of the base rent and must be passed through over a 12 

month period for no more than 3 years. The hearing officer 

will consider the rents of each unit in making a 

determination.

Additional Tenant Surcharge: If a rental agreement specifies 

the number of maximum occupancy, but does not specify a 

dollar amount for additional tenants, the owner may add up 

to 10% per additional tenant. Once the additional tenant 

vacates the owner must reduce the rent by the same 

percentage.

Refuse Fee Surcharge: passthrough for refuse charges with 

a 30 day notice and proof of charges and passthrough 

calculations.

Beverly Hills -- Chapter 6 Water services penalty surcharge: 90% of 

the penalties/surcharge.

Refuse Fee Surcharge: passthrough for refuse charges with a 

30 day notice and proof of charges and passthrough 

calculations.

Alameda 50% passed through 

monthly by 1/12.

Baldwin Park 50% over 5 years and may be passed 

through to new tenants.

Berkeley $10.00 per month for 12 

consecutive months after 

registration fee is paid. 

Required to provide a 30 

day written notice to the 

tenant and the rent 

board. 

Culver City Approved capital improvement costs.  

Passthrough cannot exceed 3% of rent in 

place at time the pass-through costs 

recovery application is filed with the 

housing division. If the total amount of 

the calculated pass through exceeds 3%, 

the costs amortization period may be 

extended , but cannot exceed 3% max. 

Low Income Tenants can file a hardship 

waiver. 

50% of costs for a tenant 

who has continually 

occupied their unit.  

Passthrough over 12 

months. Fee is $167 per 

unit.

Page 1
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City Capital Expenses Utilities RSO Registration or 

Administration Fees

Other City- Imposed Fees

East Palo Alto Application process required.  Capital 

improvements based on an amortization 

schedule which determines the 

amortization period. The hearing 

examiner or board has the discretion to 

apportion the rent increase to establish 

fairness.  

If a fixed utility fee is passed through to 

the tenant in a lease agreement, the fee is 

considered rent and is limited by the 

annual rent increase amount.

Hayward Amounts approved by the City. 

Passthrough cannot exceed 10% of the 

tenants current rent and cannot exceed 

50% of costs.

50% of the costs can be 

passed through to 

covered units. The City 

sends a notice to tenants 

once the owner pays the 

city their required 50% 

and the tenants are 

required to pay the City 

their 50%. Registration 

fee is $40  per unit.

Inglewood 50% of capital improvement at least 

$10K. May not be greater than $50 

monthly and may not exceed 6 months. 

Must be applied through the rent board.

Registration fee $168 50% 

passthrough monthly, 

1/12.

Los Angeles (City)1 50% of the approved capital 

improvement for 60 months with a 

maximum of $55 per month.  May extend 

to 72 months or until the total amount is 

recovered. 

Rent Increase of 1% for each utility the 

owner pays for the unit, with a maximum 

of 2% added at the time rent is increased. 

50% of the $38.75 over 12 

months, $1.61 per month

100% of the SCEP fee of $43.32, $3.61 monthly.

A 10% additional rent increase is allowed for an additional 

tenant.

Los Angeles (County) 50% passthrough approved by the 

County amortized.  No passthrough 

costs, plus the rent increased allowed for 

that year can exceed 8% for Covered 

Units and 10% for Luxury Units.  

50% of the $90 fee over a 

12 month period.

Page 2
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City Capital Expenses Utilities RSO Registration or 

Administration Fees

Other City- Imposed Fees

Los Gatos Capital improvements are amortized 

over a five year period. Rehabilitation 

required by a governmental order to 

repair for fire or earthquake must be 

amortized over a three year period. 

Owners are required to file a Notice of 

rent increase to tenants and right to 

Petition the Dispute Resolution program. 

The Petition must be signed by at least 

25% of affected tenants. 

Administration fee can be 

passed to tenants 

monthly, 1/12 of the total 

fee.

 One formula permits rent to be raised beyond 5% when the 

operations and maintenance expenses on the property have 

increased during the most recent twelve months, when 

compared to the preceding twelve months. The second 

formula permits a pass-through of a portion of the debt 

when the debt service on the property has increased in the 

most recent twelve months. For both formulas, the increase 

in operations or debt is pro-rated for the entire property. 

These pass-through formulas are the only justifications for 

annual increases beyond the 5% limit, unless there has been 

no increase for the last two years. In that situation, the 

landlord is permitted to institute a 10% increase without 

dispute.

Mountain View

Oakland Capital Improvement is 70% of costs and 

must be done through a petition for 

approval of a rent increase. Tenants may 

file a response to the petition. Mediation 

can be requested prior to the hearing 

upon request of the tenant. All Petitions 

are heard before a hearing officer. 

50% of registration fee 

which is currently $101.

Allowed uninsured repairs through a petition for rent 

increase process as determined but not limited to 70% 

unlike capital improvement. Tenants may file a response to 

the petition. Mediation can be requested prior to the 

hearing upon request of the tenant.  All Petitions are heard 

before a hearing officer. 

A 5% rent increase is allowed for additional tenants.

Oxnard

Palm Springs 50% of registration fee 

over a 12 month period.  

Registration fee: 1-25 

units $10.50 per unit; 26-

100 $10.80 per unit; 101-

250 %11.00 per unit; 

250+$11.50 per unit.

Richmond

San Jose Capital improvement cannot exceed 3% 

of monthly rent charged. 

Page 3
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City Capital Expenses Utilities RSO Registration or 

Administration Fees

Other City- Imposed Fees

San Francisco 1-5 Units: 100% of certified costs, 

passthrough is the  greater of $30.00 or

5% of tenants rent on a 12 month period;

 6 or more units 50% of certified costs, > 

of $30.00 or 10% of tenants rent for a 12 

month period-tenant may elect 5% of

tenants annual base rent, with the total

passthrough limited to 15% of the 

tenants base rent.  If the costs is

expected to exceed $25,000 multiplied

by the number of units on the parcel or

in the building, the landlord must inform 

each tenant and rent board in writing of

the anticipated costs within 30 days. 

Landlords are required to file a Capital

Improvement Petition with the Rent

Board. The Rent Board will certify the 

passthrough costs and issue a decision. 

Passthroughs are not allowed for new

tenants,  tenants who rented while 

under construction or within 6 months of

commencement of work. 

Dollar for dollar of an increase in 

landlords paid utility costs made directly 

to tenant and common areas where 

tenant is located. Increase must be 

compared to tenants base rent year.  

Passthrough can only extend for one 

calendar year and owner must reapply for 

any subsequent years.  Increase divided 

by all rooms and a per room charge is 

passed through to tenants. Landlords 

were required to file a petition with the 

rent board for approval for the first two 

years and thereafter a utility passthrough 

calculation worksheet was initiated 

thereafter.

Santa Ana

Santa Monica $8.25 per month 2 ( 50% 

of Allowable Fee, $198, 

over 12 months)

West Hollywood $6.00 per month

Percentage 55% 23% 55% 18%

1 Allowable pass-through for Systematic Code Enforcement Program (“SCEP”) fees, which are charged to all multifamily residential rental property owners in the City of Los Angeles, is included under the “Other City-Imposed Fees” 

column.
2 62+, disabled and very low income may file a tenant rebate for the registration fee. 
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2016 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 0.6% 1.0% 1.0% 1.0% 1.0%

2017 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.6%

2018 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 1.7% 1.7% 1.8% 1.7% 1.7% 3.5% 3.6% 3.7% 3.8% 3.8% 3.8% 3.8%

2019 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 3.8% 3.7% 3.6% 3.5% 3.5% 3.4% 3.3% 3.3% 3.2% 3.1% 3.1% 3.1%

2020 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 3.1% 3.1% 3.1% 2.8% 2.6% 2.5% 2.4% 2.3% 2.1% 1.9% 1.7% 1.6%

2021 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 1.4% 1.2% 1.3% 1.5% 1.8% 2.0% 2.2% 2.3% 2.6% 3.0% 3.41% 3.41%

2022 JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
PERCENT 
ALLOWED 3.83% 4.39% 5.17% 5.62% 5.81%

CHRONOLOGY OF MAXIMUM ALLOWABLE RENT INCREASES  CHAPTER 5 TENANTS
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Chapter 5 Tenants:  the maximum allowable rent 
increase is 8% or CPI, whichever is lower within 
any twelve (12) month period. The rent increases 
are adjusted on a monthly basis based on the 
change in the CPI for Los Angeles (or any 
successor equivalent) as published by the Bureau 
of Labor Statistics and computed as follows:  “The 
latest published CPI figure shall be added along 
with such figures for the preceding eleven (11) 
months, and, from the sum reached, there shall 
be deducted the sum of such figures for the twelve 
(12) months further preceding the last such twelve
(12) months. That remainder shall then be divided
by the lower of the two (2) sums therefore
mentioned, and the resulting figure shall indicate
the permissible maximum percentage by which
the base rent may be increased by virtue of the
rise in the CPI.” (Section 4-5-303 A)
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DATE PERCENTAGE ALLOWED
1978 - January 24, 2017 10% (Not on CPI)
1/24/2017 - 6/30/2018 3%
7/01/2018 - 6/30/2019 4.10%
7/01/2019 - 6/30/2020 3.10%
7/01/2020-6/30/2021 1.20%
7/1/2021-6/30/2022 3.90%

CHRONOLOGY OF MAXIMUM ALLOWABLE RENT INCREASES  
CHAPTER 6 TENANTS

The Municipal Code allows a landlord to increase 
the rent for a unit annually, and twelve months 
must have elapsed since the last rent increase 
before the rent can be increased again. (Section 4-
6-3 A.)  The rent increase that may be imposed is 
the greater of:  (a) 3% of the rental rate that is in 
effect, or (b) by an amount that is equal to the 
percentage increase of the Consumer Price Index 
(CPI) that is published by the Bureau of Labor 
Statistics for LA/Riverside/OC  between May 1st 
of the current year for that area and May 1st of 
the prior year. (Section 4-6-3 B.)  
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For Release: Wednesday, May 11, 2022 22-868-SAN

WESTERN INFORMATION OFFICE: San Francisco, Calif.
Technical information: (415) 625-2270 BLSinfoSF@bls.gov www.bls.gov/regions/west
Media contact: (415) 625-2270

Consumer Price Index, Los Angeles area — April 2022
Area prices were up 0.5 percent over the past month, up 7.9 percent from a year ago

Prices in the Los Angeles area, as measured by the Consumer Price Index for All Urban Consumers (CPI-U), 
advanced 0.5 percent in April, the U.S. Bureau of Labor Statistics reported today. (See table A.) Regional 
Commissioner Chris Rosenlund noted that the April increase was influenced by higher prices for shelter and 
new and used motor vehicles. (Data in this report are not seasonally adjusted. Accordingly, month-to-month 
changes may reflect seasonal influences.)

Over the last 12 months, the CPI-U rose 7.9 percent. (See chart 1 and table A.) Food prices advanced 7.5 
percent. Energy prices jumped 34.2 percent, largely the result of an increase in the price of gasoline. The index 
for all items less food and energy increased 5.8 percent over the year. (See table 1.)
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Food
Food prices rose 0.4 percent for the month of April. (See table 1.) Prices for food at home edged up 0.1 percent 
over the month as three categories rose, and three categories declined. Food away from home advanced 0.6 
percent.

Over the year, food prices advanced 7.5 percent. Prices for food at home increased 9.5 percent since a year 
ago, led by an 11.7 percent increase for fruits and vegetables. Prices for food away from home increased 5.2 
percent.

Energy
The energy index was unchanged over the month. Decreases in electricity prices (-2.7 percent) and natural gas 
prices (-1.7 percent) were countered by higher gasoline prices (1.2 percent).

Energy prices jumped 34.2 percent over the year, largely due to higher prices for gasoline (46.2 percent). 
Prices paid for natural gas service rose 25.1 percent, and prices for electricity advanced 14.0 percent during 
the past year.

All items less food and energy
The index for all items less food and energy rose 0.6 percent in April. Higher prices for new and used motor 
vehicles (2.3 percent), medical care (0.7 percent), and shelter (0.6 percent) were partially offset by lower 
prices for household furnishings and operations (-3.4 percent) and apparel (-2.9 percent).

Over the year, the index for all items less food and energy increased 5.8 percent. Components contributing to 
the increase were new and used motor vehicles (15.1 percent), medical care (6.5 percent), and shelter (4.4 
percent).

The May 2022 Consumer Price Index for the Los Angeles area is scheduled to be released on June 10, 
2022.

Table A. Los Angeles-Long Beach-Anaheim, CA, CPI-U 1-month and 12-month percent changes, all items 
index, not seasonally adjusted 

Month
2018 2019 2020 2021 2022

1-month 12- 
month 1-month 12- 

month 1-month 12- 
month 1-month 12- 

month 1-month 12- 
month

January....................................................  0.8  3.5  0.7  3.2  0.8  3.1  0.2  0.9  1.1  7.5
February ..................................................  0.7  3.6  0.1  2.5  0.3  3.4  0.4  1.0  0.3  7.4
March ......................................................  0.4  3.8  0.6  2.7  0.7  1.9  0.5  2.2  1.5  8.5
April .........................................................  0.4  4.0  1.0  3.3 -0.3  0.7  1.1  3.6  0.5  7.9
May..........................................................  0.4  4.1  0.2  3.1 0.4  0.9  0.6  3.9
June......................................................... -0.2  4.0  0.0  3.3 0.5  1.4  0.6  4.0
July .......................................................... 0.2  3.9  0.1  3.3 0.6  1.9  0.6  3.9
August ..................................................... 0.2  3.9  0.0  3.0 0.1  2.0  0.2  4.0
September............................................... 0.5  3.9  0.5  3.0 -0.3  1.2  0.3  4.6
October.................................................... 0.5  4.1  0.7  3.2 0.2  0.7  0.9  5.4
November................................................ -0.3  3.6 -0.3  3.2 0.1  1.0  0.6  6.0
December................................................ -0.3  3.2 -0.6  3.0 -0.2  1.5  0.4  6.6
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Technical Note

The Consumer Price Index (CPI) is a measures of the average change in prices over time in a fixed market 
basket of goods and services. The Bureau of Labor Statistics publishes CPIs for two population groups: (1) a 
CPI for All Urban Consumers (CPI-U) which covers approximately 93 percent of the total U.S. population and 
(2) a CPI for Urban Wage Earners and Clerical Workers (CPI-W) which covers approximately 29 percent of
the total U.S. population. The CPI-U includes, in addition to wage earners and clerical workers, groups such as
professional, managerial, and technical workers, the self-employed, short-term workers, the unemployed, and
retirees and others not in the labor force.

The CPI is based on prices of food, clothing, shelter, and fuels, transportation fares, charges for doctors' and 
dentists' services, drugs, and the other goods and services that people buy for day-to-day living. Each month, 
prices are collected in 75 urban areas across the country from about 6,000 housing units and approximately 
22,000 retail establishments—department stores, supermarkets, hospitals, filling stations, and other types of 
stores and service establishments. All taxes directly associated with the purchase and use of items are included 
in the index.

The index measures price changes from a designated reference date; for most of the CPI-U the reference base 
is 1982-84 equals 100. An increase of 7 percent from the reference base, for example, is shown as 107.000.  
Alternatively, that relationship can also be expressed as the price of a base period market basket of goods and 
services rising from $100 to $107. For further details see the CPI home page on the Internet at www.bls.gov/ 
cpi and the CPI section of the BLS Handbook of Methods available on the internet at www.bls.gov/opub/hom/ 
cpi/.

In calculating the index, price changes for the various items in each location are averaged together with 
weights that represent their importance in the spending of the appropriate population group. Local data are 
then combined to obtain a U.S. city average. Because the sample size of a local area is smaller, the local area 
index is subject to substantially more sampling and other measurement error than the national index. In 
addition, local indexes are not adjusted for seasonal influences. As a result, local area indexes show greater 
volatility than the national index, although their long-term trends are quite similar. NOTE: Area indexes do 
not measure differences in the level of prices between cities; they only measure the average change in 
prices for each area since the base period.

The Los Angeles-Long Beach-Anaheim, CA metropolitan area includes Los Angeles and Orange Counties in 
California.

Information in this release will be made available to sensory impaired individuals upon request. Voice phone: 
202-691-5200; Telecommunications Relay Service: 7-1-1.
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Table 1. Consumer Price Index for All Urban Consumers (CPI-U): Indexes and percent changes for selected 
periods Los Angeles-Long Beach-Anaheim (1982-84=100 unless otherwise noted)

Item and Group 
Indexes Percent change from-

Historical 
data

Feb. 
2022

Mar. 
2022

Apr. 
2022

Apr. 
2021

Feb. 
2022

Mar. 
2022

Expenditure category

All items.............................................................  302.164  306.679  308.302  7.9  2.0  0.5
All items (1967=100) .........................................  892.725  906.065  910.861  - -  -

Food and beverages ......................................  303.742  307.249  308.581  7.5  1.6  0.4
Food ...........................................................  304.383  308.115  309.222  7.5  1.6  0.4

Food at home .........................................  291.759  298.567  298.979  9.5  2.5  0.1
Cereals and bakery products ..............  302.848  312.021  314.432  11.0  3.8  0.8
Meats, poultry, fish, and eggs..............  325.612  333.696  333.224  8.5  2.3 -0.1
Dairy and related products ..................  275.947  279.034  284.203  9.8  3.0 1.9
Fruits and vegetables ..........................  404.906  421.214  418.360  11.7  3.3 -0.7
Nonalcoholic beverages and 
beverage materials(1) .........................  282.701  291.248  284.238  2.9  0.5 -2.4

Other food at home .............................  222.709  224.184  227.000  11.3  1.9 1.3
Food away from home............................  312.864  312.426  314.422  5.2  0.5 0.6

Alcoholic beverages ...................................  275.374  275.507  279.900  7.3  1.6 1.6
Housing ..........................................................  343.245  344.997  345.199  5.4  0.6 0.1

Shelter ........................................................  389.980  391.014  393.393  4.4  0.9 0.6
Rent of primary residence(2)..................  413.909  414.737  416.441  3.7  0.6 0.4
Owners' equiv. rent of residences(2)(3)..  403.608  404.757  406.347  3.8  0.7 0.4

Owners' equiv. rent of primary 
residence(1)(2) ....................................  403.585  404.733  406.323  3.8  0.7 0.4

Fuels and utilities........................................  419.106  431.131  423.283  13.8  1.0 -1.8
Household energy ..................................  373.176  387.909  378.542  16.7  1.4 -2.4

Energy services(2) ..............................  371.495  385.556  376.317  16.5  1.3 -2.4
Electricity(2).....................................  431.726  449.175  437.223  14.0  1.3 -2.7
Utility (piped) gas service(2)............  298.413  307.719  302.477  25.1  1.4 -1.7

Household furnishings and operations.......  134.455  135.380  130.758  8.7 -2.7 -3.4
Apparel ...........................................................  117.926  118.761  115.276  4.0 -2.2 -2.9
Transportation ................................................  250.475  266.393  272.999  20.9 9.0 2.5

Private transportation .................................  254.166  269.276  272.877  21.4 7.4 1.3
New and used motor vehicles(4)................  108.029  108.100  110.535  15.1 2.3 2.3

New vehicles(1)......................................  192.755  189.915  191.967  10.7 -0.4 1.1
Used cars and trucks(1) .........................  398.415  392.079  389.987  21.9 -2.1 -0.5
Motor fuel ...............................................  359.445  435.041  441.000  46.3 22.7 1.4

Gasoline (all types)..............................  351.114  425.278  430.416  46.2 22.6 1.2
Gasoline, unleaded regular(4).........  352.034  427.284  432.301  46.8 22.8 1.2
Gasoline, unleaded midgrade(4)(5).  335.663  404.341  409.667  44.7 22.0 1.3
Gasoline, unleaded premium(4) ......  335.327  402.677  408.099  43.8 21.7 1.3

Medical care ...................................................  537.117  538.381  542.186  6.5 0.9 0.7
Recreation(6)..................................................  115.548  117.521  118.313  7.0 2.4 0.7
Education and communication(6)...................  152.117  151.545  152.197  3.6 0.1 0.4

Tuition, other school fees, and child 
care(1) ........................................................  2,080.565  2,079.704  2,079.704  8.8  0.0 0.0

Other goods and services ..............................  471.452  476.838  479.117  2.2  1.6 0.5

Commodity and service group

All items.............................................................  302.164  306.679  308.302  7.9  2.0  0.5
Commodities ..................................................  209.458  215.759  216.387  12.1  3.3  0.3

Commodities less food & beverages..........  160.431  167.491  167.805  15.9  4.6  0.2
Nondurables less food & beverages ......  218.087  236.491  236.812  19.9  8.6  0.1
Durables .................................................  104.662  104.113  104.379  11.0 -0.3  0.3

Services..........................................................  383.772  386.484  389.020  5.7 1.4  0.7

Note: See footnotes at end of table.
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Footnotes 
(1) Indexes on a December 1977=100 base. 
(2) This index series was calculated using a Laspeyres estimator. All other item stratum index series were calculated using a geometric means 
estimator. 
(3) Indexes on a December 1982=100 base. 
(4) Special index based on a substantially smaller sample. 
(5) Indexes on a December 1993=100 base. 
(6) Indexes on a December 1997=100 base.
- Data not available 
NOTE: Index applies to a month as a whole, not to any specific date.

Table 1. Consumer Price Index for All Urban Consumers (CPI-U): Indexes and percent changes for selected 
periods Los Angeles-Long Beach-Anaheim (1982-84=100 unless otherwise noted) - Continued

Item and Group 
Indexes Percent change from-

Historical 
data

Feb. 
2022

Mar. 
2022

Apr. 
2022

Apr. 
2021

Feb. 
2022

Mar. 
2022

Special aggregate indexes

All items less medical care ................................  291.852  296.477  298.009  8.0  2.1  0.5
All items less shelter..........................................  263.316  269.412  270.699  10.2  2.8  0.5
Commodities less food ......................................  165.550  172.522  172.947  15.4  4.5  0.2
Nondurables ......................................................  262.283  273.383  274.210  12.6  4.5  0.3
Nondurables less food.......................................  224.443  241.939  242.519  18.8  8.1  0.2
Services less rent of shelter(3)..........................  385.112  390.423  393.244  7.8  2.1  0.7
Services less medical care services..................  369.433  372.207  374.671  5.7  1.4  0.7
Energy ...............................................................  367.030  418.559  418.382  34.2  14.0  0.0
All items less energy .........................................  300.237  301.947  303.689  6.1  1.1  0.6

All items less food and energy .......................  299.588  300.952  302.803  5.8  1.1  0.6
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	Chapter 5
	The purposes of this chapter are to discuss the standards under the ARO for authorizing rent increases in excess of the annual allowable across-the-board increases and to discuss constitutional fair return requirements.
	In 1997, the Court reiterated longstanding general principles for fair return that have been set forth in utility cases and rent control fair return cases, stating that fair return:
	In 2001, the Court held in Galland v. Clovis that the concept of “fair rate of return” is a legal term that refers to a “constitutional minimum”, although the terminology is borrowed from finance and economics. The Court also stated that the return mu...
	While these concepts give localities and reviewing courts’ broad discretion in formulating fair return standards, they leave uncertainty as to what outcomes would be considered reasonable and constitutional by the courts when reviewing “as applied” ch...
	In 1984, in Fisher v. City of Berkeley, the State Supreme Court set forth some specific principles in in a lengthy discussion of fair return issues.6
	It also held that a rent regulation is not invalid just because it reduces the value of properties and that: “Any price-setting regulation, like most other police power regulations of property rights, has the inevitable effect of reducing the value of...
	B. The Maintenance of Net Operating Income (MNOI) Standard
	The type of fair return standard which is used to determine whether allowable rent increases have been adequate to cover operating cost increases and permit growth in net operating income, by comparing current current net operating income with a base ...
	(cont.)
	The MNOI has been adopted by Los Angeles, Santa Monica, Berkeley, West Hollywood, East Palo Alto and is in effect under San Jose’s mobilehome park rent stabilization ordinance.12 In addition, this type of standard is set forth in a substantial portion...
	The MNOI standard works differently than rate of return standards because it compares the net operating income with a prior (base year) net operating income rather than comparing the net operating income with the investment (purchase price). It is not...
	Typically, the base year under an MNOI standard precedes the adoption of rent control based on the concept that rent levels which were set in the unregulated market provided a fair return. In the case of San Jose, the allowable annual increases, which...
	When rate of return on investment formulas have been used in the context of rent regulations, the most common formula has been:
	FAIR RENT = OPERATING EXPENSES + X% of INVESTMENT
	A leading utility text notes the fallacies and circularity of using the purchase price (the “transfer cost”) as the measure of investment in order to calculate fair return, in the context of a price regulation.
	This fallacy has been generally overlooked in rent control cases. However, federal courts in New York have concluded that the return on investment approach does not make sense in the context of land use controls and rent regulation. They have noted th...
	While the California courts have upheld the use of a rate of return on investment standard, they have noted the limitations of such an approach. In the Fisher case, the California Supreme Court noted that the “mechanical” application of a return on in...
	“confiscatory results in some cases” and alternatively could provide for “windfall” returns of
	On the other hand, if a “prudent” investor standard is used to try to curb abuses of a rate of return on investment standard by limiting what size investments will be considered in measuring what net operating income would be fair, the results also be...
	This duality in concepts in regards to rate of return on investment standards is not an accident. It reflects the inevitable appearance of the two sides of a circular concept. On the one hand, there is the view that rate of return on investment standa...
	Subjectivity and Differences in How to Measure Fair Rate of Return under a Rate of Return on Investment Standard
	Apart from the circularity issues associated with the use of a rate of return on investment standard, there are substantial issues associated with the calculation of the investment (the rate base) and with the determination of an appropriate rate.
	In mobilehome park rent stabilization fair return cases, expert witness’ projections of a fair rate of return have ranged from 4% to 12% (and even higher). Typically, in recent years, experts on behalf of mobilehome park owners have testified that a r...
	arbitrators, rent commissions, trial courts, and appellate courts) conclusions about what rate is fair have ranged from 5% to 9%.
	The table on the following page illustrates how the wide range of possible rate bases and fair rates possible can lead to vastly diverging results under a rate of return on investment formula.

	Alternate Outcomes under Rate of Return on Investment Standard (Investment x Fair Rate = Fair Net Operating Income)
	* Allowable rent = fair net operating income + operating expenses
	and that consideration shall be given to the:
	As indicated, the City’s standard provides for the possibility that petitions for large rent increases may be filed by recent purchasers of apartments, in order to pass-through increases in debt service over the debt service level of the prior owner.
	Oakland’s pass-through provisions are also similar to those of San Jose, except that Oakland eliminated the debt service pass-through for newly acquired units on April 1, 2014. (This restriction is not applicable to units on which a bona-fide offer to...

	Debt Service Increase Petitions under ARO
	Assuming current volumes of apartment sales in San Jose continue, the number of instances in which there is a potential for the justification for debt service pass-through under the current standard is substantial. The records from one real estate dat...

	Treatment of Purchase Mortgage Interest Expenses Under Apartment Rent Stabilization Ordinances
	Most of the MNOI standards in mobilehome park rent stabilization ordinances preclude consideration of debt service. Under the other common type of fair return standard in mobilehome park rent stabilization ordinances, rate of return on investment, con...
	In a subsequent opinion, the same Court of Appeal reaffirmed its conclusion in regard to the treatment of debt service expenses. “We have previously rejected the notion that permissible rental rates based on a fair rate of return can vary depending so...
	While the foregoing precedent holds that debt service should not be considered, in two cases around 1990, a California Court of Appeal carved out an exception to this rule. The Court held
	that mobilehome park owners have a vested right to have their debt service considered if the debt service was an allowable expense under the fair return standard in effect at the time the property was purchased.39 In Palacio de Anza v. Palm Springs Re...
	In a subsequent case, in 1991, the same court reaffirmed this conclusion.41 (Prior to these cases, the City Attorney’s office of San Jose reached the same conclusion.42) A repeal of a debt service pass-through that made an exception for units purchase...
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