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StaffReport

File #:19-208,Item #:8.2 MeetingDate: 

WestminsterCityCouncil

To: Honorable MayorandCityCouncil
Thru: EddieManfro, CityManager
From: ChetSimmons, Assistant CityManager
Reviewed by: SherryJohnson, Finance Director
Prepared by: CarrieA. Raven, DeputyCityAttorney

SUBJECT: 

Summary ofOptions forRentStabilization. 
End
RECOMMENDED ACTION/MOTION: 

Staffrecommends thattheMayor andCityCouncil AccepttheFollowing ReportonRentStabilization
forDiscussion. 

BACKGROUND/DISCUSSION: 

Thelawsgoverningwhenandhowrentcontrolcanbeimposedareverycomplex. Generally
speakingcitieshavetherighttoimposerentandevictioncontrolsonresidentialproperties, butonly
totheextenttheydonotconflictwithstatelawrestrictions. TheCosta-HawkinsRentalHousingAct
Costa-Hawkins)wasadoptedbythestatein1995, andcontainsthemostimportantrestrictionscities

wouldneedtocomplywith. IngeneralCosta-Hawkins:1)prohibitsrentcontrolonanyunitsbuiltafter
1995;2)prohibitsrentcontrolonsinglefamilyhomesoroncondominiumswhereownershiphasa
separatesubdividedinterest( butrentcontrolispossibleforapartments, iftheywerebuiltbefore
1995);and3)mandatesthatlandlordsmustbeallowedtoincreaserenttothemarketratewhenever
theoriginal tenantvacates. 

Withrespecttomobilehomes, Costa-Hawkinsdoesnotapply,soyouneedtolookattheCalifornia
MobilehomeResidencyLawinstead( MRL).SeeCivilCode§§798etseq.RentControlremainsa
possibility,butonlytotheextentthecity’ sordinancedoesnotconflictwiththerulesandregulatesof
theMRL.UndertheMRLthefollowingunitsareexemptfromrentcontrol: 1)anynewlyconstructed
mobilehomespacewhichisfirstofferedforrentafterJanuary1, 1990;2)anyunitwhichhasarental
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agreementthatisatleast12monthsinduration, andalsomeetsotherdesignatedrequirementinthe
MRL;and3)unitsthatarenotusedasaperson’ sprimaryresidence,andarenotbeingleasedto
someone else. 

Therearehowever,anumberofconsiderationsthatalsoneedtobetakenintoaccountindeciding
whethertoimposerentcontrol.Oneofthemostsignificantoftheseistheamountoftimeandmoney
theCitywillhavetoinvestinoverseeingtheordinance’ simplementation.Itisveryexpensiveand
verytimesensitive.Inaddition,therightsofthelandownersneedtobebalanceagainsttherightsthe
Citywouldbeseekingtoprotect. TheCouncilalsoneedstoconsiderthelongtermimpactofarent
controlordinanceontheCityasawhole. Someargueitisnecessary.Othersarguethatitleadsto
blightandlossofaffordable housingstock. 

RentcontrolwasfirstadoptedbycitiesintheU. S.followingWorldWarI.Theywerelaterre- 
introducedbythefederalgovernmentduringWorldWarII, whichjustifiedthemasbeingan
emergencymeasure.Thoserestrictionsremainedinplaceuntil1953. Inthe1970s,duetoextremely
highinflationandhomeprices/ rents,anumberoflargercitiesbegantoenactrentcontrolsinan
attempttoprotecttenantsfromthoseeconomicforces. Anumberoflawsuitswerefiledduringthis
periodthroughoutthecountry,andgenerallythecourtsupheldacity’ srighttoimposepricecontrols. 
ThisincludedinCaliforniaBirkenfeldv. CityofBerkley,17Cal.3d129,157(1976).Almostevery
citythathasimplementedpricecontrolshasapproacheditdifferently. Everycityhasitsownsetof
rules,andtheyareoftenquitedetailed. Anordinancewillinclude,amongotherthings,regulations
establishingwhatthestarting“ base-rent”willbe,andhowmuchrentcanbeincreasedeachyear. 
Annualincreasesfrequentlyinvolveaformulaallowingincreasestiestoapercentageofthe
consumerpriceindex(CPI),butnotalways.Itcanbeverycomplicated,costly,andtimeconsuming
forthecity’srentboardtooversee.Frequentlyitsdeterminationswillbecomethesubjectofa
dispute,andpossiblyalawsuit,betweenthecityandthelandlordorsometimeswiththetenant. 
Somecitiesalsoimposeevictioncontrols, whicharerulesgoverningwhenatenantcanorcannotbe
evicted.Becauseofhowdifferenteachcity’ sordinancecanbe,itcontinuestobeimportanttoread
eachordinancecarefullytounderstandwhatrestrictionsmaybeinplaceinaparticularcity. Theneed
forallofthisdetailintheordinancemakestheinitialdraftingofarentcontrolordinancequite
expensive, nottomention theongoing costsinoverseeing itsimplementation. 

Ifacitydecidestoimplementrentcontrol, bydefinition,itmustalsocreateaseparaterentcontrol
oversightboardorcommission. Thiscommissionischargedwiththeresponsibilityofmakingsureall
therulesandregulationsarecompliedwith. Landlordsarerequiredtoregisterwiththeboard, and
keeprentalinformationuptodateeachyear. Theymakesurelandlordsdon’ tincreaserentsbeyond
whatisallowed,andtheyalsohearappealsfromtenantswhobelievetheyhavebeensubjectofan
improperevictionorrentincrease. Theneedforanoversightboardcanmakeitveryexpensivefora
citytoimplementarentcontrolordinance. Bywayofexample,SantaMonicahadabudgetof$5.1
milliondollarsforitsrentcontrolboardlastyear, whichhas26employees.SantaMonicahasa
population ofapproximately 92,500whichisaboutthesameasWestminster. 

Finally,totheflexibilitycitieshaveincraftingtheirordinances, somecitiesonlyseektoputprice
controlsonapartmentsrents, whereasothersonlyregulatemobilehomeparkrents. Stillotherstryto
regulateboth.Duetothefacttherearedifferentstatelawsgoverningeachofthoseuses, wewill
discusseachofthosegroupsseparately below. 
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Westminster’sHistoryonRentControl

Interestingly, ourresearchfoundthatWestminsterpreviouslyadoptedarentcontrolordinancein
1981,butitimmediatelybecamethesubjectofanumberoflawsuits. AnarticleintheLosAngeles
TimesdatedMarch26, 1985,statedthatfollowingitsadoptiontheCitywasinvolvedin18separate
challengestotheordinance'sconstitutionality.Therewerealsonumerousdisputesbetweenpark
ownersandtenantsconcerningtheamountofrentthatcouldbecharged. Approximately$1.5million
inrentproceedswasbeingheldinacourtcontrolledtrustaccountpendingtheoutcomeofthese
lawsuits. 

Accordingtothearticle,inNovember1984threenewcouncilmemberswereelectedonaplatformof
repealingrentcontrols.ShortlythereaftertherentcontrolordinancewasrepealedinMarch- Aprilof
1985.AtthattimeWestminster'srentcontrolordinancewastheonlyoneleftinOrangeCounty. 
Stantonhadrecentlyrepealedtheirordinanceaswell. Since1985therehavebeennorentcontrols
inWestminster.Moreover,manyoftheargumentsthatwereraisedatthattime, arethesame
arguments beingmadenow. 

StateLawsLimiting RentControl

1. Residential-Apartments: CostaHawkins

ProbablythemostimportantstatelawrestrictingrentcontrolistheCosta- HawkinsRentalHousing
Act(Costa-Hawkins).CaliforniaCivilCode§§1954.50etseq.Thelawwasenactedin1995in
responsetonumerousrentcontrolordinancesenactedinthe1970sand1980sinplaceslikeSanta
Monica,WestHollywood,BerkeleyandEastPaloAlto.Thelawmakesitillegalforcitiestoadopt
certainkindsofrentcontrolordinances. Currentlythereisabigpushbyrenters' groupsandsome
statelawmakerstotryandrepealit, liftingallofitsrestrictions.Asrecentlyaslastyear,abillto
completely repealCostaHawkinswasdefeated. Butitonlyfailedtogetoutofcommittee byonevote. 

SowhataretheseCosta-Hawkinsrestrictions?Oneofthemostimportantsaysthatallsinglefamily
homesandcondominiumsareexemptfromrentcontrol. Whatthismeansisthatanyrentcontrol
ordinanceacitymightadopt,wouldnotapplytoasinglefamilyhomeorcondominiumbeingrented
toathirdparty.Itonlyappliestoresidentialunitslikeapartments, andsometimestomobilehome
parkspaces.Costa-Hawkinsalsosaysthatanythingbuiltafter1995isexemptfromrentcontrol. Soa
citycouldnotimposerentcontrolonanyapartmentbuildingsconstructedafter1995. Insomecases
itispossibleanearliercutoffdatemightevenapply. Forexample,Oaklandadoptedrentcontrols
earlyon,anditsordinancesaidthatitonlyappliedtounitsbuiltpriorto1983. UnderCosta-Hawkins
this1983cutoffdatemuststillbeusedinOakland, insteadof1995.Finally, CostaHawkinsalso
prohibitscitiesfromhavingasayinhowmuchalandlordcanraisethepriceafteratenantmoves
out. Thispolicyknownasvacancycontrol. 

Tosummarize, themostimportant partsofCosta-Hawkins areasfollows: 
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Automatic Exemption. Thefollowing unitsareexempt fromrentcontrol: 
NewConstruction.Anynewresidentialhousingunitconstructedafter1995. CivilCode
1954.52(a)(1). 

PreviouslyExemptProperties. Anyunitpreviouslydeemedtobeexemptunderapriorrent
controlordinanceexistingonorbeforeFebruary1, 1995,mustremainexempt.CivilCode
1954.52(a)(2). 

SingleFamilyHomes. Condominiums. Townhomes. 

VacancyDecontrol. PriortotheadoptionofCosta- Hawkinscityordinancesseverelyrestrictedhow
muchalandlordcouldincreasetherent, evenaftertheoriginaltenanthadvacated. Thisiscalled
VacancyControl.Costa-Hawkinschangedthisbysayingthatalandlordhasarighttosetrentat
market rates" whenever theoriginal tenantvacates. ThischangewascalledVacancy Decontrol. 

2. Mobilehome Parks - Mobilehome Residency Law
Byitsownterm,Costa-Hawkinsdoesnotapplytomobilehomes. Withrespecttomobilehomeswe
needtolookforguidancefromtheCaliforniaMobilehomeResidencyLaw( MRL).CaliforniaCivil
Code§§798etseq.Thegeneralruleisthatcitiesarefreetopassrentcontrolaffectingmobilehomes, 
butthecity'sordinancewillbepreemptedtotheextentitconflictswiththeMRL' sstatelaw
provisions. 

Mobilehomes Exempt fromRentControl. 

TheMRLstatesthefollowing areexempt fromlocalrentcontrol: 

AnynewlyconstructedmobilehomespacefirstofferedforrentonorafterJanuary1, 1990. 
CivilCode§ 798.45. 
Anymobilehomespacesubjecttoalongtermrentalagreement, andmeetsotherspecified
requirements.Leasemustbe12monthsorlonger. CivilCode§798.17. Itisnotuncommon
forparkownerstoofferlongtermleasesinordertoprovidesomelevelofprotectionagainst
rentcontrolbeingimposedsometimeduringtheterm. Butifrentcontrolisineffectatthe
expiration, thetenanthasnoobligation torenewthelongtermlease. 
Mobilehomesnotbeingusedasaperson' sprimaryresidence,andwhicharenotbeingleased
tosomeone else.CivilCode § 798.21. 

MannerofRegulating. 

Citieshavetakendifferentapproacheswhenitcomestohowtheyimplementrentcontrolfor
mobilehomeparks.Somesimplyutilizeatraditionalrentcontrolordinance( sameasthosebeing
usedtoregulateapartments), whichallowsdesignatedrentincreasessubjecttothereviewofthe
rentcontrolboard.Othersadoptatraditionalordinance, butthentrytoincentivizetheparkownerto
utilizeacityapprovedlongtermleaseagreementwithtenants( i.e.,theordinancesaystheproperty
ownerwillbeexemptfromthetraditionalordinance' srules,solongastheyagreetoofferalltenants
theCity'spre-approvedlongtermlease).Othercitiesseektousevoluntaryagreementswiththepark
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owners.EachoftheseoptionscanbeexploredingreaterdetailiftheCouncildesirestomove
forwardwithanordinance. 

Localrentcontrolordinancesmustservealegitimategovernmentalpurpose( suchasprotectionof
tenantwelfareandprotectionfromexcessiverents) andpermitthelandlordtoearnajustand
reasonablereturn.Citiesusevariousformulasormethodsforgrantingrentincreasesintheirrent
controlordinances.Manyallowanannualincreasebasedonthepercentagechangeinthe
ConsumerPriceIndexinthepreceding12months. Arentcontrolordinancemustestablishapublic
hearingprocessforreviewofindividualrentadjustmentapplications, inwhichalandlordisafforded
dueprocess.Ordinancesmustbecarefullycraftedtoallowforajustandreasonablereturn
consistentwiththeguidanceprovidedbythecourts. Adenialofajustandreasonablereturn
constitutes anunconstitutional takingofproperty. 

RentIncreases. 

Underatraditionalrentcontrolordinanceannualincreasesareonlyallowedtotheextentauthorized
inthecity'scode,typicallylinkedtoCPI(ConsumerPriceIndex)insomeway.Someordinancesalso
allowtheparkownertopassthroughcertainexpenses, likepropertytaxes,assessments,commonly
meteredutilitiesandcapitalimprovements. Theabilitytopassthroughthesecostscanbeimportant, 
becauseownershavelittleincentivetomakeimprovementsorrepairsiftheycan' tpassthesecosts
ontotheresidentsatsomepoint. Finally,ownersmustalsobeallowedtoapplytotheCity' srent
controlboardoccasionallytoseeka" FairReturnIncrease."Theownerappliestotheoversight
board,insistingthattheyreallyneedsomekindofadditionalbumpinrentsinordertoearna" just
andreasonablereturn"ontheirinvestment.Thisisverycumbersomefortheowner, butitdoes
provideameansforseekinganincreaseifthecircumstancesaretrulyunfairtotheowner. Therent
controlboardhasalotofdiscretioninthisarea, however,litigationfrequentlyresults. Itisimportantto
understand,however,thattheeconomicsofamobilehomeparkcanvarysignificantlyfromparkto
park.Inthepastmanyparkswerebuiltbyoneortwopersons, wholaterpassitontotheirchildren, 
andthentograndchildren.50-60yearslatertheseparksarefrequentlyownedbyalargegroupof
peoplewhohavelittleornodebt. Inthosesituationsitmaybeeasiertojustifysmallerrentincreases. 
Butatsomepointtheparkissold, andthepropertytaxisre-assessedtocurrentvalues.Whenthis
occursthenewownersfrequentlyhavemuchhigherexpensesthatmustbepaid. Inthesesituations
thecityneedstotaketheactualeconomicsofaparticularparkintoaccountwhensettingrents
increases. Evenso,itisdifficultforownerstoprevail. Courtswillupholdtheordinanceunlessit’ s

thclearthecityisdeprivingtheownerof" ajustandreasonablereturn." Recentlythe9Circuitfound
thatonecity’srentrestrictionsdidnotconstitutea“ taking", eventhoughtheyresultedinan81% 
diminution invaluetotheparkowner'sproperty.MHCFinancingv. SanRafael,714F.3d1118 (2013). 

Vacancy Control/Decontrol. 

SinceCosta-Hawkinsdoesnotapplytomobilehomes, itisstillpossibleforcitiestoimposevacancy
control.Somecitiesimposeit,anddon'tallowanyincreaseinrentwhenthemobilehomeissoldto
someonenew.Thelegalityofvacancycontrolisstillunclearunderthelaw. Othercitieshavefull
vacancydecontrol, andallowownerstoincreaserenttothemarketrateuponsale. Finally,some
citiesfollowpartialdecontrol. Theyallowapartial increase, butnottomarket rate. 
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Costs/Liabilities. 

Thecostsandriskstoimplementarentcontrolordinancecanbesubstantial. Thefollowing
aresomeofthethingsthatcitiesneedtoconsider: 
UpfrontStaffResources- Stafftimetodraft,implementandconductpublicoutreachaboutthe
newordinance. Thisfrequently requires theneedforadditional employees/help. 
Study-Citiesfrequentlygetaprofessionalstudydone, tohelpprovidethelegaljustificationfor
whytheordinance isneeded. 
OngoingStaffResources- Stafftimetomonitor,administerandenforceannualrentincreases
andotherissues.Costscanbesubstantial.Almostassuredlywillrequirehiringnew
employees. 
CommissionorHearingOfficer- Ifyouhaveacommissiontohearrequests/ disputes, you
havetopaythemandcitystafftosupporttheirwork. Ifyoudon'tuseacommission,thenthe
Citywillneedtopaytohireanindependent outsidehearingofficer. 
LiabilityExposure- Thereisaconstantriskoflitigationoneachdecisionthatismade. Thisis
anevolving areaofthelaw.Attorney coststodefendCity'sordinance anddecisions made. 

ExistingStateLaw - IntheAbsence ofLocalControl. 

ProvidesthatuponthedeclarationofastateofemergencybythePresidentoftheUnitedStatesor
theGovernor,oruponthedeclarationofalocalemergencybytheexecutiveofficerofanycounty, 
city,orcityandcounty,andforaperiodof30daysfollowingthatdeclaration, itisunlawfulfora
person,contractor,business,orotherentitytoselloroffertosellspecifiedgoodsandservices, 
includinghousing,forapriceofmorethan10percentabovethepricechargedbythatpersonfor
thosegoodsorservices immediately priortotheproclamation ofemergency. (Pen. Code § 396(b).) 

Allowslandlords,intheabsenceofalocalrentcontrolordinanceorafixed- termlease,toraise
rentssubjectonlytothefollowing advance noticerequirements: 

oatleast30days’ noticeforrentincreasesofupto10percent, cumulatively, peryear; or
atleast60days’noticeforrentincreasesof10percentormore, cumulativeperyearo
Civ. Code §827(b).) 

Allowslandlords,intheabsenceofalocalevictioncontrolordinanceorafixed- termlease,to
terminateatenancyunilaterallywithoutstatingareason, subjectonlytothefollowingadvance
noticerequirements: 

oatleast30days’noticefortenantswhohaveoccupiedthepremisesforlessthana
year; or

oatleast60days’noticefortenantswhohaveoccupiedthepremisesforayearormore
Civ. Code §1946.1.) 
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Proposed StateLegislation. 

Whilenotyetadoptedintolaw, AssemblymanDavidChiu,D-SanFrancisco,recentlyintroduced
AB1482tolimitonastatewidebasisannualrentincreasesto7percentagepointsabovetherateof
changeintheconsumerpriceindexoramaximumof10percent, whicheverislower.Gov.Gavin
Newsomsignaledhissupportforthebillafteritclearedthelegislature’ sHousingandCommunity
Development Committee. 

FISCAL IMPACT: 

Tobedetermined.ShouldtheCouncildirectstafftomoveforwardwitharentcontrolordinance, there
willbeanexpenditureofstafftimeinstudyingandpreparinganappropriateordinance. Adoptionofa
RentControlOrdinancewillhaveafiscalimpactdependingonwhatenforcementandaccountability
functions arecreated. 

ATTACHMENTS: 

None. 
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