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May7, 2010 

~~%1~ 
A P <LI'\t~:,~_:.'r} 
Assoclli'flii.li 

The Honorable Eric Garcetti 
President, Los Angeles City Council 
200 North Spring Street 
Los Angeles, CA 90012 

Los Angeles Area 
c s Chamber of Commerce 

Dear President Garcetti and Honorable Members of the City Council, 

As leaders of the Los Angeles business community, we stand in opposition to the proposed 
moratorium rescinding the previously issued approval, under the long-standing provisions of the Rent 
Stabilization Ordinance ("RSO"), for a three percent cap on annual rent increases starting in July 
("Proposed Moratorium"). This three percent provision is a ceiling on increases and many landlords 
will not raise rents at all due to extremely high vacancies. However, some landlords need this ability 
to raise their rents to meet their steadily rising expenses. During these recessionary times, the City of 
Los Angeles should not create financial disincentives for owners of over 600,000 RSO units to pay 
their bills and invest in the maintenance and upkeep of their properties which provide affordable 
housing for the City's residents. 

The City has documented evidence that RSO owners are suffering. In contrast, over 40 
percent of renters pay less than 30 percent of their income for rent and can afford rent increases. 
Even with the 3 percent limit on increases, owners already overwhelmingly report that they do not 
receive a reasonable return on their investment. Reductions in property tax valuations and other 
cutbacks are the inevitable result of eliminating this safety valve. Given the current real estate and 
economic crisis, as well as rising costs of operations and falling rents across the City, a rent freeze 
sends the signal that investing in the City's housing is no longer a reasonable and sound investment. 

Property maintenance costs also are rising fast. In fact, the DWP' s electricity rate increase of 
4.8%- which will substantially increase landlord costs, likely in perpetuity- is set to take effect on 
the same day (July 1) as the proposed moratorium. Trash fees and water fees have already gone up, 
as has insurance, while property values have plummeted. It is unreasonable to expect landlords to 
keep up with the increasing costs of operation and maintenance without any ability to raise rental 
rates, particularly when many of these RSO properties are owned by small owners. 

The proposed rent increase moratorium also will have a negative impact on the City's 
economy and local jobs. Apartment owners hire local City property managers and maintenance 
workers along with roofers, painters, and landscapers. At a time when the City's unemployment rate 
is near 12 percent, a rent freeze will only cause greater harm to a fragile economy. Further, the 
proposal will also send a message to the housing construction industry that the City is not open for 
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business. A recent report by the Los Angeles County Economic Development Corporation stated 
that the Los Angeles County construction employment decreased by 18.6 percent in February 
compared to a year earlier. Construction employment in LA County has had consecutive year-over
year declines every month since August 2007. 

The Council does not have either economic or environmental information on the 
consequences of this Proposed Moratorium. Staffs proposed Categorical Exemption is not adequate 
given the Proposed Ordinance's potential to cause physical impacts to the environment from urban 
decay. The Citywide impacts of this Proposed Moratorium require appropriate analysis under the 
California Environmental Quality Act ("CEQA"). The basic principle of CEQA is to inform 
governmental decision makers and the public of the potential significant environmental effects of a 
project. The information provided must be thorough where, as in this case, the proposed action will 
impact the entire City. Further, it is weii established that a project's potential to cause urban decay is 
an environmental impact that must be addressed under CEQA. 

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 Housing Community and Economic Development Committee 
("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 
Moratorium wiii 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. In fact, as noted in a study by Beacon Economics submitted to the HCED 
last month, the mortgage delinquency rate among national multi-fanrily properties has continually 
increased over the past two years. 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. 

No materials changes have occurred to warrant the sudden implementation of this 
moratorium. In fact, last month, the Rent Adjustment Commission posted that the allowable rent 
increase is 3% as of July 10, 2010. Costs are now increasing for landlords, and there has been no 
showing that a majority of RSO tenants are rent-challenged. Nonetheless, the moratorium would 
apply to 100 percent of landlords. Evidence has been provided to the City of increases in operating 
costs and the City itself is raising DWP and other City charges. In the currently challenging 
economic and financial climate, it is vitally important that the City fuily analyze the potential 
consequences of disrupting long-standing rules before rushing to suspend them. 

For the above reasons, we stand in opposition to the drastic measures that would be imposed 
pursuant to the Proposed Moratorium. 

Thank you for your time and consideration. 
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