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Agenda

This program will look at common issues
facing California property owners who rent to
or inherit tenants and who wish to sell those
tenant occupied properties.

, - Topics will include the right to enter a
h ham tenant’s unit, repairs, rental agreements,

security deposits, rent collection, enforcement
of lease terms, rent increases, terminating the
tenancy, insurance, and comments on

compliance and fair housing issues.
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What if the occupant 1s not a tenant?

o What if the occupant of a property is a trust beneficiary or
relative or friend of the deceased owner?

o Factors to consider:

o Has the occupant ever paid rent?

o Does the occupant have an agreement allowing them to reside at
the property?

o |sthe occupant a licensee? Non-rent paying guest.

o Consider termination of license to occupy.



1. California Civ. Code § 1954 allows a real estate
agent to enter a tenant’s unit to show it to
prospective purchasers, contractors, etc.

2. Must provide and properly serve lawful written 24 -

RealtOr hour notice of entry and the entry must be made
. during normal business hours.

ng,lt 3. Normal business hours can include weekends for
1 the purposes of holding open houses.
h—O 4

- An owner or agent may provide a tenant with

verbal notice of entry to show the unit to
ACCGSS purchasers only if the owner or agent provided the
UHlt tenant with a written notice of sale within 120

days prior to the verbal notice.

5. A 24-hour notice is not required if the tenant is
present and consents to the entry,



Entering a Tenant's Unit

An owner may enter a tenant’'s unit under the following circumstances (not exhaustive):
In case of an emergency
To make necessary or agreed repairs, alterations, or improvements,

To supply necessary or agreed services

To show the unit to prospective or actual purchasers, mortgagees, residents, workers or

contractors.

Court order



Repairs

Remember that entering a tenant’s unit to perform repairs requires advance notice to the tenant.

Some cities, as well as state law (AB 1482) provide for temporary or permanent tenant
displacement in order for the landlord to perform repairs that make unit unsafe/unlivable while work
is being performed.

+ Statewide: AB 1482/Civil Code 1946.2

% Owner complying with:
% (I) An order issued by a government agency or court relating to habitability that necessitates vacating the residential real property.
% (II) An order issued by a government agency or court to vacate the residential real property.
% (III) A local ordinance that necessitates vacating the residential real property.

% Intent to demolish or to substantially remodel the residential real property requiring tenant to vacate for at least 30 days.

% Relocation payment = 1 month of rent

% 2024 changes to law: if the substantial remodel is not commenced or completed, the owner must offer the right to re-rent with same
terms and same rental rate in effect at time the tenant vacated.

% Owner must have permits, description of remodel, timeline, notify after re-occupying following substantial remodel of right to return. The
tenant has the right to return after the remodel is done.




Repairs

Handling and promptly responding to tenant
requests

Written record of efforts to make repairs
Keeping receipts of work done
Using licensed contractors

CC 1942.4: violation notices ($100-55,000 per
violation, plus attorney)




Rental Agreements

- Importance of having a good rental
agreement in writing signed by the parties.

- Using a well thought out written agreement
that incorporates provisions relevant to the
state of California, as well as any local rules
(don't just take a generic template from the
Internet).

- What happens if there is no written lease or
the lease is verbal?




Common/
Important
Lease Terms

Payment of Rent -

Clearly defined rent
amount, due date, and
who can pay the rent.

Attorney fees

provisions - Prevailing

party versus each side
bearing own fees
(consider caps on fees
if there is prevailing
party fee clause to limit
risks).

Subletting/assignment/

occupancy - Who can

legally occupy the
property? Note that
some cities limit the
ability to enforce these
terms.

Anti-waiver provision -

Failure to enforce term
in one instance does
not forever waive the
right to enforce that
term.



Security Deposits

(e]

(¢]

(¢]

Governed by California Civil Code Section 1950.5.
CA law does not allow non-refundable deposits.
New CA law went into effect on July 1, 2024, limiting security deposits to one month’s rent for

both furnished and unfurnished units, with some exceptions for small landlords (AB 12).

Exceptions: Landlords with no more than two residential rental properties, collectively including no more than
four residential units, may still collect up to 2 x monthly rent as a security deposit.
Landlord must hold the property as a natural person, LLC (members are natural persons), or a family trust.

Under Old Law: No more than 2 x monthly rent for unfurnished or 3 x for furnished (some
limitations for military service members).

(e]

Best practices: landlords should not collect separate deposits for keys, cleaning, last month’s
rent, pets, etc.

Third party payment must be accepted if a certain disclosure is provided. See Civil Code Section
1947.3.

Some local ordinances require payment of interest, i.e. San Francisco.

ltemized statement for accounting due within 21 days of tenant move out.

Permissible deductions include for unpaid rent, damage beyond normal wear and tear, etc.



Rent Collection

- Keeping a ledger

- No partial amounts

- Late fees (ensuring the amount '
collected is lawful and not “liquidated

damages”)

- Only accepting rent from tenants on
lease

Y-
- Pros and cons of electronic payments

(controlling who makes deposits, how
much, and when (e.g, in event of
eviction and need to stop collecting
rent)
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Rent Collection - Permissible Types of Payment and
Third-Party Payors: Civil Code Section 1947.3

In most situations, the landlord must allow a tenant to pay rent and security deposit
by at least one form of payment that is neither cash nor electronic funds transfer
(exception - for a limited period after tenant writes an "NSF” check)

Landlords must allow the tenant to pay rent through a third party when the third
party has provided to the landlord or landlord’s agent a signed acknowledgment
stating that they are not currently a tenant of the premises for which the rent
payment is being made and that acceptance of the rent payment does not create a
new tenancy with the third party.

I, [insert name of third party], state as follows:

I am not currently a tenant of the premises located at [insert address of premises].

I acknowledge that acceptance of the rent payment I am offering for the premises does not create a new tenancy.

(signature of third party) (date)




AB 1482

o The California legislature passed
Assembly Bill 1482 in September of
2019. This bill, known as the Tenant
Protection Act, went into effect on
January 1, 2020 and does two
things: (1) imposes a percentage
limit on annual rent increases that a
landlord can impose and; (2) requires
a landlord to have a "just cause" in
order to terminate a tenancy.

o Fault vs No Fault Reasons

o These rules apply to all residential
tenancies in California, unless the
tenancy and/or the property are
exempt from AB 1482.




What Properties Are Exempt from
Rent Caps Under AB 14827

Certificate of Occupancy within the
previous 15 years (rolling basis).

Housing subject to a more restrictive
local rent control ordinance.




What Properties Are Exempt from
Rent Caps Under AB 14827

Owner occupied duplex: owner
occupied one of the units at the
beginning of the tenancy and
continues to occupy as principal place
of residence,

Dormitories.




What Properties Are Exempt from
Rent Caps Under AB 14827

Affordable housing units, project-based
section 8, voucher based section 8.

Single Family Homes and Condos
[residential property that is alienable
separate from title to any other
dwelling unit]




What Properties Are Exempt from Rent Caps Under AB 14827

Single Family Homes and Condos Exemption Continued.

* Property cannot be owed by:

1) Real Estate Investment Trust (REIT) as defined by Section 856 of the Internal Revenue Code
2) Corporation

3) LLC where at least one member is a corporation

* Must provide written notice to the tenant if an owner is claiming an exemption.

* Tenancy existing before July 1, 2020 then the notice is not required to be in the rental agreement.

* Tenancy commenced or renewed after July 1, 2020, the notice must be provided in the rental
agreement.



What Properties

Are Exempt from

Rent Caps Under | | | N
AB 14827 “This property is not subject to the rent limits

imposed by Section 194712 of the Civil Code
and is not subject to the just cause requirements
of Section 1946.2 of the Civil Code. This

Single Family Homes and property meets the requirements of Sections

Condos Exemption Continued. 1904712 (d)(5) and 1946.2 (e)(8) of the Civil
Code and the owner is not any of the following:

Must provide written notice (1) a real estate investment trust, as defined by

to the tenant if an owner is Section 856 of the Internal Revenue Code, (2) a

claiming an exemption: corporation, or (3) a limited liability company in

which at least one member is a corporation.”



RENT INCREASE LIMITS UNDER AB 1482

ki . 2 increases in a 12
fﬁ Maximum of 10%. month period:
combined amount

Annual rent
increases limited to
5% + CPI

30 day notice for .
vmu Y o =1 90 day notice for
increase of 10% or aml o cace of more

cannot exceed the 5%
+ CPI.

Add 5 days for
mailing if mailed
from CA.

less than 10%

No Rent Gouging
(Penal Code 396)




Tenancy
Termination: What
tenancies are
subject to AB
14827

Just Cause For Eviction
Protections Are Only Applicable
If:

All tenants have continuously
and lawfully occupied the
residential real property for 12
months; OR

At least one tenant has
occupied the unit for 24 months.




What properties are
exempt from AB 1482¢

1. New Construction: Housing that has been issued a certificate of
occupancy within the previous 15 years.

2. Single-Family Homes & Condos if:

Owner is not any of the following:

o Redl estate investment trust (Internal Revenue Code

856)

o Corporation

o AnLLC with a corporate member.
** Exemption only applies if the tenants have been provided with
written notice of the exemption using the statement provided in AB
1482.

3. Duplexes where the owner has continuously occupied one of the
units as the owner's principal place of residence.

(continued on next slide)



What properties are exempt from AB 14827
(continued)

4. Shared Housing with the Owner:

« Housing accommodations in which the tenant shares a bathroom OR kitchen with the owner who
maintains their principal residence at the property

« Owner-occupied single-family homes with in-law units, granny units or accessory dwelling units
where the owner rents or leases no more than 2 units or bedrooms

5. Affordable housing units, project-based section 8, voucher based section 8 and BMR units.

6. Hotels

/. Non-profit Hospitals / Religious Facilities / Extended Care Facilities / Licensed Residential Care
Facilities For The Elderly / Adult Residential Facilities

8. Dormitories owned and operated by a school

**Also, a property will not be subject to both AB 1482 and a local ordinance requiring just cause for
eviction. Generally, the local ordinance will instead apply.



AB 1482 Just
Cause for
Eviction

“Just cause” is broken into 2
categories:

(1) Fault Based (tenant did
something wrong); or

(2) No-fault Based (the landlord
needs to recover possession of the
property for their own reason)

Reminder: The expiration of a lease
IS not a just cause reason.




At Fault Just-Cause:

- Non-payment of rent
- Breach of material term of lease (requires notice

to correct violation before notice to cure or quit)
AB 1482 FaUlt - Nuisance, criminal activity, or illegal use
Based Reasons . Committing waste

- Failure to renew lease after a written request

FOI' EViCtiOn from the owner

- Refusal to allow legal entry

- Employee’s failure to vacate after employment
has been terminated

- Failure to vacate after providing owner written
notice of intent to vacate




There are 4 “"No-fault” reasons for eviction.

1. Owner or Relative Move-In

Can only be done if the owner or their spouse,
domestic partner, children, grandchildren, parents,

AB 1482 NO— or grandparents are going to move in.
FaU_lt ReaSOnS For leases entered into after July 1, 2020: Can

only be done if a provision of the lease allows the

FOI' EV]C'UOH owner to terminate the lease if the owner or their

qualified relative unilaterally decide to occupy the
unit,

New changes to law:

Owner must be a natural person owning at least
25% of property. Must move in within 90 days of
tenant vacating and reside in unit for 12 months.




2

AB 1482 No-Fault
Reasons For Eviction

2. Withdrawal of the Residential Real Property from the Rental Market

3. A City or County Agency Requires That The Unit Be Vacated Due To
Uninhabitable Conditions.

4. Intent to Demolish or to Substantially Remodel the Residential Real Property.

"Substantially Remodel” means the replacement or substantial modification of
any structural, electrical, plumbing or mechanical system that requires a permit,
or the abatement of hazardous material, including lead-based paint, mold or
asbestos that cannot be reasonably accomplished in a safe manner with the
tenant in place and that requires the tenant to vacate for more than thirty days.
Cosmetic improvements alone, including painting, decorating, and minor repairs,
or other work that can be performed safely without having the unit vacated
does not qualify.



Relocation
Expenses —
Required for No-
Fault Evictions

A landlord who evicts a tenant for any "No-
Fault" reason must, regardless of the tenant's
income, do one of the following at the
owner's option:

a) Pay the Tenant one month’s rent within
fifeen days of serving the eviction
notice; or

b) Waive the payment of rent for the final
month in occupancy.

If the tenant does not vacate at the
expiration of the notice, the landlord
may recover the relocation assistance as
damages.




Tenant Buyouts

Some cities such as San Francisco, Oakland, and Berkeley
requlate discussions between landlords and tenants in which
landlords are providing tenants money and/or something else of
value (e.g., rent waiver) in exchange for voluntarily moving out
of a residential property.

Typically, there are few components to these rules:

1. Require service of prebuyout disclosure forms and service
of declaration with Rent Board before having any buyout
negotiations

2. Requirements for written agreement with mandatory
language

3. Buyout agreement is recorded/public record

4. Rescission periods - tenants can change their mind for
certain period of time



Enforcing Lease Terms

olf a tenant is breaching a lease, what are the landlord’s
options to enforce the lease?

o Consider warning notice or serving a notice to cure or
quit based on breach of lease. Some jurisdictions
require the breach to be substantial.

o Waiver issues — what happens if the landlord accepts
rent while knowing of tenant breach? Is that a waiver?
See if the lease has an anti-waiver clause.



e

[nsurances

~ Landlords she al policy in
place before so
- Ensure the p eviction”

and “personal ] |

- Ensure the pr e correctly
listed on the poli )
-Changing trends dlords to get
coverage. 4




Compliance and Fair Housing Issues

o Offer accommodations on an equal basis.
o Do not advertise units with a preference, limitation, or discrimination (i.e.

Cannot say: “We do not accept Section 8 Housing Vouchers” or “We do not
accept service animals.”

o lllegal to discriminate based on military status.

o Many regulations and rules for postings and rental advertisements and
applications/screening. Use caution when asking rental application
questions to avoid possible discrimination claims, i.e. whether the applicant
IS married or have children (family status), what language they speak, etc.



Parting Thoughts

Important to The information is
remember that based on the rules
these laws in place as of
continue to change October 2024 and
from time to time. is not exhaustive.

More local ordinances are
being enacted, so important
to keep apprised of the
updates.




Thank You!

Anna Liu, Esq.
Steven Adair MacDonald & Partners

Real Estate and Landlord Tenant Attorneys
aliu@samlaw.net

www.samlaw.net
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