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Re: Council File No. 10-0613- Draft Ordinance Amending Section 151.07 of the 
Los Angeles Municipal Code Regarding the Rent Stabilization Ordinance 

Dear Mr. Garcetti and Members of the Council: 

The undersigned represent the California Apartment Association of Los Angeles 
("CAALA"), an association of more than 500 rental property owners who own more than 65,000 
rental housing units within the City of Los Angeles. CAALA strongly urges the City Council 
not to adopt the proposed amendment to the Rent Stabilization Ordinance ("RSO"). 

The draft ordinance provides that the annual rent increase adjustment authorized by 
current sections 151.06D and 151.07(A)6 shall be suspended for the period July I, 2010 through 
October 31, 2010, except as to a rental property owner who owns no more than five (5) rental 
units in the City of Los Angeles. The rent adjustment "freeze" would apply to rental increases 
imposed on or after July 1, 2010. The proposed ordinance allows the city council by resolution 
to extend the rent adjustment "freeze" for two months, to December 31, 2010. However, once 
enacted, the moratorium may be extended indefinitely into the future. 



The City Attorney's May 19,2010 report also recommends that the Council make a 

finding that the proposed ordinance is exempt from the provisions of the California 
Environmental Quality Act ("CEQA") under Article 18, Section 15060( c )(2) of the State CEQA 
Guidelines and Article II, Section 2(m) of the City's CEQA Guidelines. 

CAALA has previously commented to the Council (Letter of May 7, 201 0 to The 
Honorable Eric Garcetti and Council members) that a broad, across the board moratorium on rent 
adjustments is unnecessary because in the current market conditions many rental owners have 
not, and are not likely to, adjust their rents by the three percent (3%) allowable under the 
previously-noticed, prospective July 10, 2010 RSO adjustment, as reflected in the Rent 
Adjustment Commission's April 1, 2010 notice sent to all registered rental property owners in 

the City. 

While many rental owners are unlikely to raise rents in the current environment, those 
that need to have relied upon the April1, 2010 notice approving a 3% adjustment and have 
made economic decisions concerning rental rates, capital improvements, and loan refinancing. 
These owners have a vested interest in the noticed 3% rent adjustment which the proposed 
moratorium would erase. 

The moratorium will send exactly the wrong message to those who invest in rental 
housing construction and ownership about the City's hospitality to economic growth, and will 
adversely affect City revenues at time when the City is facing an unprecedented budget crisis, 
public employee layoffs, difficult decisions to avoid possible municipal insolvency and an 
overall economic picture that includes an unemployment rate of nearly 12 percent. 

From a legal standpoint, CAALA has commented that the proposed ordinance should not 
be subject to a CEQA categorical exemption. The CAALA and other business organization thus 
advise the council that a categorical exemption should not be utilized for this proposed 

ordinance. The Council does not have either economic or environmental information on the 
consequences of this proposed ordinance. Staffs proposed Categorical Exemption is not 
adequate given the proposed ordinance's potential to cause physical impacts to the environment 
from urban decay. There is ample evidence that the proposed restriction on the ability of 
landlords to raise rent will potentially result in real and significant adverse environmental 
impacts on the City. As landlords have testified before the HCED, rent control already makes it 
nearly impossible for some landlords to obtain loans in order to implement long-term repairs, 
leaving many properties in disrepair. The proposed ordinance will only exacerbate the financial 
issues of owners and RSO properties, most of which are already under tremendous financial 
stress from lowered property values, increased vacancies, existing debt, and limited capital to 
make vital property improvements. Many landlords also will be forced to have their property 
values reassessed further downward to reflect the property's reduced value, which will also result 



in lower property tax revenues going to the City. Landlords also will find themselves unable to 
keep up with their mortgage payments, resulting in increased foreclosures and risk of urban 
decay. With implementation of the proposed moratorium, an upward trend in foreclosures will 

continue and significant impacts will occur to RSO properties Citywide. These consequences are 

potentially significant evidence of a significant effect on the environment. 

Another legal defect is the City's failure to provide adequate notice of this proposed 
ordinance. The agenda and the proposed ordinance were issued less than 48 hours before the 
proposed hearing. Under the Brown Act, a minimum of 72 hours prior notice is required. This 
lack of sufficient notice is particularly egregious since the proposed ordinance impacts a 
provision that has been in effect for many years, and since the Rent Adjustment Commission 
already sent notice on April 1, 201 0 to all registered rental property owners in the City regarding 
the three percent (3%) allowable increase. 

The proposed moratorium does not address the other provisions of the RSO that 

essentially provide no opportunity for rental property owners to recover increased costs of water 
and power service above 1% for gas and 1% for electricity, where LADWP's recent increase of 
4.8% which will take effect on July 1, 2010, substantially exceeds the allowable increases. 

The current RSO's 3% floor approach, which has been in effect for almost 30 years, 
avoided the necessity for rental property owners to seek individual rent adjustments from the 
Rent Stabilization Commission pursuant to LA Muni. Code section 151.07 B, a feature that 
avoided the constitutional requirement that rent control ordinances must ensure property owners 
a just and reasonable return on investment. Where the requirement that rent adjustments be 
made on a case-by-case basis substantially burdens the right of individual rental property owners 
to obtain rent adjustments to assure a fair return on investment, the ordinance may cause an 
otherwise lawful rent control scheme to be unconstitutional. See Birkenfeld v. Berkeley (1976) 
17 Cal 3d 129, Apt. Association ofGreater Los Angeles v. Santa Monica Rent Control Board 
(1994) 24 Cal.App.4th 1730. 

The law requires that a rent control ordinance be "reasonably calculated to eliminate 
excessive rents while at the same time providing landlords with a just and reasonable return on 
their property." Birkenfeld v. Berkeley, supra, 17 Cal. 3d at p. 165. The formula in such an 
ordinance cannot be confiscatory and cannot impose an absolute limit on rental increases. 
Kavanu v. Santa Monica Rent Control Board (1993) 19 Cal. App. 4th 730,734-735 [citations 
omitted]. In determining whether the law deprives an investor of a "fair return" and thereby 
becomes "confiscatory," it is the "result reached, not the method employed which is controlling. 
It is not theory but the impact of the [price regulation] which counts." Kavanu v. Santa Monica 
Rent Control Board (1997) 16 Cal. 4th 761, 772. In the proposed ordinance there has been no 
consideration given to the result of four, and likely at least six months, of a zero rent increase for 
apartment owners of more than five units. In many instances such apartment owners have 



scheduled maintenance and repairs based on the April I, 2010 announcement that the 3% annual 
rent increase would take place. Moreover, the proposed ordinance does not provide any 
procedure for adjustment of rents during the moratorium period without unreasonable delay, 

creating a confiscatory result for the apartment owners. 

While the CPI rate for 2009 may reflect a decline, "real" cost-of-living increases continue 

to affect both renters and rental property owners. There has been no indication of rental hardship 
or other studies to support the proposed moratorium. 

For these reasons, adoption of the proposed moratorium will lead to litigation and is 
completely inadvisable at this time. The City Council should decline to adopt the proposed 
moratorium. 

Very truly yo~~d/ 

C~l/lf~~ 
~H. Bell, Jr. 

PaulGt/~ 
Cc: Carmen Trutanich, City Attorney 

Deborah Breithaupt, Deputy City Attorney 


