
City Clerk- Los Angeles _, ro 
200 N. Spring Street R-ooM -'""' 
Los Angeles, CA 90012 

This letter is~ to be included in the Administrative Record, and is in reference to the 
Motion to alter the Rent Stabilization Ordinance and the resulting ordinance to 
suspend or eliminate the annual minimum 3% rent increase. 

Sir: 
About 30 years ago, the City Council created the Rent Stabilization Ordinance (RSO). 
The RSO only covers multiple family residences built before the 1980's. In addition to 
limiting rent increases, the RSO also made it nearly impossible to evict a terrible 
tenant for creating a nuisance or harassing other tenants. Most people would rather 
move than have to testify in court. 

Now, the City Council and the City Attorney are working on an amendment to RSO that 
will eliminate the minimum 3% annual rent increase presently allowed. This change 
to the RSO is based on a fabricated, false idea published by the Economic Round 
Table (ERT), an advocacy group that received One Million Dollars from the City at the 
request of the Los Angeles City Housing Department, to create the report referred to 
as the RSO Study. The ERT'sRSO Study stated that the Consumer Price Index (CPI) 
is "the best available measure of increased operating expenses" of residential 
rentals. This is a patently false statement. The Bureau of Labor Statistics, the 
Federal agency that created and maintains the CPI, states in their Handbook of 
Methods that the CPI does NOT track business expenses, the cost of real estate 
ownership, nor the cost of paying direct taxes (RSO registration, property tax, and 
income tax). The CPI actually tracks the cost of food, clothing, housing, transportation, 
and many other costs of living in an urban area that have to be paid by urban, wage 
earning renters. Therefore, the 2008 to 2009 CPI change of minus 6 tenths % actually 
indicates that the urban, wage earning renters' costs are reduced, rendering them 
more capable of paying their rent this year than last year. The ERT turned that 
backwards because they are an advocate, and the first victim of advocacy is objectivity. 

I believe that the RSO limit on rent increases is in fact an illegal tax, under the 
California Constitution and laws. The elimination of any rent increase, despite the 
increase in business expenses, is definitely an illegal tax, if not a prohibited 
governmental taking of private property without due process of law. 

Although you may claim that it is a regulation of business, under RSO, residential 
rental owners are the only business people that are Not allowed to go out of business 
without paying punitive, confiscatory fees to the last customers of the business. Also, 
apartment rental, under RSO, is the only business that allows the customers to steal 
from the property owner (withhold rent payment) if the business owner forgot to 
secure the annual business permit (the RSO Certificate). 
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The RSO actually behaves like a parcel tax, with the proceeds distributed directly to 
selected recipients. A parcel tax must be approved by 2/3 of the voters in an election, 
and must include all parcels in the City, not just selected ones. As a below the line 
general property tax increase, again, there is a 2/3 voter requirement, and the tax 
increase is based on the value of each real estate parcel. 

I heard a renter's advocate say, "Landlords are wealthy-- they can afford this 
[elimination of any rent increase]." This is contrary to the law. After income taxes are 
paid, the net wealth accrued is not subject to further taxation until it is spent (sales tax) 
If a car or house is bought there is personal or real property tax. And, when you die, 
there is estate tax. As a tax on "wealthy landlords", the RSO is a new tax and is 
subject to the 2/3 voter requirement. Unless all accrued wealth is equitably taxed, it is 
a violation of the equal protection of the law required by the US Constitution. In 
addition, that renter advocate lives in Studio City. I can't afford to live in Studio City. 
Why should he be demanding a subsidy to continue to live in one of the most 
expensive communities in Los Angeles? 

Speaking of the equal protection of the law required by the US Constitution, the fact 
that the RSO only regulates and taxes a specific group of residential rental owners, for 
the benefit of specific recipients, is in itself a violation of equal protection. 

That the benefits of RSO don't go into the General Fund for use by all Los Angeles 
residents, but go to specific recipients, is an illegal gift of public funds. 

I read The Economic Roundtable's "Economic Study of the RSO and the Los Angeles 
Housing Markef' (RSO report), and have confirmed that this report does not contain 
any data that would allow their "finding that the Consumer Price Index is the best 
available measure of increased operating expenses". The Economic Roundtable 
made this declaration in direct contradiction of the information provided by the US 
Department of Labor's Bureau of Labor Statistics (BLS) on their web site www.bls.gov. 

As required by law, The Bureau of Labor Statistics created and maintains the 
Consumer Price Index (CPI). In their Handbook of Methods, in Chapter 17- The 
Consumer Price Index, on page 3, under the heading Scope, the second paragraph, 
Excluded goods and services , states, 

"Consequently, it [the CPI] excludes investment items, such as 
stocks, bonds, real estate, and business expenses. 
Purchases of houses are viewed as investment 
expenditures and therefore excluded." 

The next paragraph, Taxes, states, 
" ... neither the COLI [cost of living index] or the CPI is affected 
by changes in income and other direct taxes." 

(Direct taxes includes personal and real property taxes. Indirect taxes, such as sales 
tax, are included in the cost of items that are in the CPI calculation.) 



Surely anyone who wanted to make a fair and accurate report would have actually 
read the BLS handbook before publishing their "findings". Therefore, there are only 
two possible reasons for this glaring error in the RSO report. One, that the people 
who prepared the report at the Economic Round Table are incompetent; or, two, that 
the Economic Roundtable, as an advocate for renters, deliberately and knowingly 
made a false statement to gain advantage for their clients, the Housing Department 
of Los Angeles. In either case, the Economic Round Table has no credibility as a 
think tank, and may be guilty of fraud. The City must sever all relations with that 
organization and recover the one million dollars paid for the bogus RSO Study. 

The fact that the CPI is negative does not indicate a greater need for rent relief, but 
actually shows that renters' living expenses are down - that their financial situation 
has actually improved in Los Angeles. Therefore the rent freeze is not only 
unnecessary, but is actually punitive and confiscatory to rental real estate business 
owners. 

For your information, 
My City and County property tax goes up 2% each year, without fail; 
My fire and liability insurance goes up each year; 
My City Council controlled water and electric rates were increased; 
My cost to operate the central water heater is up, and can go up 
dramatically if the tenants decide to take longer showers or just let the 
water run down the drain; 
My business use expenses for my car are up, including the doubling of 
the car tax based on valuation; 
The cost for materials to maintain and repair the property is more than 
double what it was 3 years ago. 

It is absolutely essential that you have honest, correct information and that you 
properly analyze all of the data before making such important decisions. The 
ordinance to alter the RSO, which is now under consideration, is based on false 
information and false presumptions and, in my opinion, deliberate lies . 

Sincerely, 

Michael H. Brodie 
10914 Hartsook St. 
North Hollywood CA 91601 


