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REPORT BACK ON PASSTHROUGHS FOR SEISMIC REINFORCEMENT WORK UNDER THE 
RENT STABILIZATION ORDINANCE

SUMMARY

On December 8, 2014, the Mayor released the Resilience by Design report developed under the leadership of Dr. 
Lucy Jones, the renowned seismologist appointed through a partnership with the U.S. Geological Survey. In 
addition to proactive measures to protect the City’s water supply and telecommunications in preparation for a 
major earthquake, the report includes options to fortify residential buildings, both soft-first stoiy buildings built 
prior to 1980 and non-ductile reinforced concrete buildings built prior to 1980. Because the RSO applies to units 
built prior to October 1978, 99% of the affected units are subject to the RSO.

The report was referred to the Housing Committee, which on January 28, 2015, directed the Housing + 
Community Investment Department (HCID) to conduct workshops with tenants and landlords for input on the 
proposed retrofit mandates as well as to report back on a new program for seismic retrofits including options on 
how the costs should be allocated for units subject to the Rent Stabilization Ordinance (RSO). On June 24, 2015, 
the Housing Committee reviewed a report back on the progress of the meetings and further instructed the HCID to 
report back on options for a new rent adjustment program for seismic retrofit that considers the appropriate 
passthrough cap (maximum monthly passthrough), amortization period, cost split between landlords and tenants, 
whether the passthrough should be permanent or temporary and whether it should be phased in, and eligibility of 
interest expense. This report provides options on passthroughs of costs for seismic retrofit of rental units subject 
to the RSO and the allocation of costs between property owners and their tenants.

RECOMMENDATIONS

The General Manager of the HCID respectfully requests that:
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I. Your office schedule this report back at the next available meeting(s) of the appropriate City Council 
committee(s) and forward it to City Council for review and approval immediately thereafter.

The City Council instruct the HCID to work with the City Attorney to amend the Rent Stabilization 
Ordinance as necessary to adopt the seismic passthrough option approved by the City Council. Further, 
that the ordinance amendment include language that instructs the Rent Adjustment Commission (RAC) to 
adopt rules and/or amend existing RAC regulations to effectuate the RSO changes adopted by the City 
Council.

II.

The City Council instruct the HCID to report back on funding recommendations for resources, including 
systems development and staffing, necessary to implement the seismic retrofit program approved by the 
City Council.

III.

IV. The Mayor concur with the action of the City Council.

BACKGROUND

The City Council adopted the Rent Stabilization Ordinance (RSO) in May 1979 to safeguard tenants from 
excessive rent increases while providing landlords with an equitable return from their rental units. The RSO 
requires the registration of rental units, regulates allowable rent increases and evictions, and requires payment of 
relocation assistance for tenant no-fault evictions. Under the existing RSO provisions, costs for upgrades and 
improvements in rental units may be passed through to the tenants through several different rent adjustment 
programs. In accordance with the Council request, the HCID was tasked with identifying the potential impact on 
rents in RSO properties, based on the costs of voluntaiy retrofits in both the HCID and LADBS data bases for 
projects identified to meet the proposed seismic retrofit standards, as well as convening meetings with tenant and 
landlord representatives for input on RSO passthroughs. The HCID was also to report back on a new program for 
seismic retrofits including options on how the costs should be allocated for units subject to the Rent Stabilization 
Ordinance (RSO).

Landlord-Tenant Advocate Meetings

Over the past several months, the HCID facilitated several meetings with representatives of landlord and tenant 
organizations, including: the Apartment Association of Greater Los Angeles (AAGLA), the California Apartment 
Association (CAA), the Minority Apartment Owners Association, Bet Tzedek Legal Services, the Coalition for 
Economic Survival (CES), the Inner City Law Center, Inquilinos Unidos, the Legal Aid Foundation of Los 
Angeles, LA CAN, and the L.A. Human Right to Housing Collective to discuss the proposed seismic retrofit 
mandate. Other issues discussed included: the ability of landlords to obtain financing, tenants’ rent burden and tire 
ability of tenants to absorb a passthrough, landlords’ concerns regarding tenant “flight” if their existing tenants are 
unable to afford a passthrough, the availability of qualified contractors and pressure on cost of the work should 
there be a lack of contractors once the mandate is adopted.

The landlord and tenant representatives agreed on many points including that both landlord and tenant 
organizations need to advocate in support of alternate funding sources such as a tax credit and support with easing 
of fees. Additionally, both the landlord and tenant representatives questioned whether the proposed 5-year 
timeline for implementation is realistic and expressed concern that the deadline may inadvertently result in price 
gauging. Information on the various existing passthrough programs, program variables and potential impact on 
monthly rent increases were reviewed in detail.

Although the group held four meetings (March 4, April 30, June 2, and June 1.9), they were unable to come to a 
consensus on a recommendation for the allocation of seismic costs between landlords and tenants, given the 
differing priorities of their constituencies. Tenant representatives emphasized many recent reports that Los 
Angeles is the most unaffordable city in the nation with regard to housing and that tenants should not bear the full
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cost of retrofitting rental buildings which would increase in value as a result of the retrofit work. Landlord 
representatives were concerned with the ability of landlords to obtain financing to ftmd the seismic work if they 
are not able to demonstrate that their buildings provide adequate cash returns to support repayment of a loan. 
However, there was consensus that the seismic resiliency program is vital for the safety of the City’s residents and 
preservation of the City’s housing stock, and that costs should be shared between both property owners and 
renters. One proposal for a seismic passthrough program suggested in the course of the landlord-tenant meetings 
was that the existing Rehabilitation Work passthrough provisions should be split 50-50, to allow a passthrough of 
50% of the cost of seismic work, as well as reducing the current $75.00 cap by half ($38.00).

SEISMIC PASSTHROUGHS UNDER EXISTING PROGRAMS

Under existing RSO provisions, seismic retrofit costs could be passed through to tenants through the following 
programs:

EXISTING COST RECOVERY PROGRAMS FOR IMPROVEMENTS
MAXIMUM
MONTHLY
INCREASE

% COST 
RECOVERED

PROGRAM TYPE AMORTIZATION OURATIONUSED FOR

(Mandated) Work required by 
a change in the building code 

or to comply with an order as a 
result of fire or disaster.

Temporary
Surcharge

Rehabilitation 100% $75 mo. 60 months

50% of cost 
amortized over 72 

months, which results 
in 60% cost recovery

(Elective) Additions or 
replacements to the rental unit 

or common areas

60 months, but 
surcharge is collected 

for 72 months.

Temporary
Surcharge

Capital improvement $55 mo.

Permanent 
increase; 

phased in 50% 
Year 1 & 50% 

Year 2.

Permitted work on major 
building systems. Requires 
Tenant Habitabilily Plan. 

Allowed once every 5 years.

10% of rent for 
unit

Primary Renovation 100% 180 months

Rehabilitation Work Program

The Rehabilitation Work program is limited to work mandated by a change to the health, safety, fire or building 
codes, such as the seismic retrofitting currently contemplated. Examples of mandated work include the retroactive 
fire safety requirements for pre-1943 residential buildings (LAMC Section 91.8604, effective June 20, 1984), 
impact hazard glazing (LAMC Section 6101, effective May 24, 1986) and, carbon monoxide detectors (California 
Health & Safety Code Section 17926). The program may also be used to repair damage resulting from fire, 
earthquake, or natural disasters. Since Code mandates and disasters are few and far between, this program is 
rarely used. Under the existing RSO provisions, the rehabilitation work program would be utilized for 
mandatory seismic retrofit work. However, this program would result in the highest rent increases to tenants (and 
the quickest cost recovery for landlords) because it allows rent increases based on 100% of costs amortized over 
just 60 months. It does not allow passthrough of interest costs. Under the existing Rent Adjustment Commission 
regulations, the total amount eligible for a passthrough is reduced by the amount of any credit (such as a tax 
credit) or grant. Additionally, if the work is paid for through loan proceeds, the amortization period of 60 months 
must be extended to be the same time period as the loan. Any loan tenn longer than five years would extend the 
amortization period and decrease the monthly rent adjustment to the tenant. Thus, the actual passthrough amount 
to tenants could be significantly reduced, depending on the amount of tax credits and the loan term.
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Capital Improvement Program

The Capital Improvement program is the most widely used RSO cost recovery program. Capital improvements 
include additions or replacements to the rental unit or common areas with a five year useful life and may be as 
minor as the replacement of window screens and as complex as complete bathroom or kitchen renovations.

This program allows a passthrough based on 50% of the cost with a $55 monthly cap. If the total approved 
passthrough cost cannot be recovered in 60 months due to the $55 cap, the time for the passthrough may be 
extended. Although the capital improvement program does not allow passthrough of direct interest costs, the 
passthrough is allowed to be collected for six years, which works out to actual recovery of 60% of costs, in order 
to compensate landlords for interest and administrative costs. This treatment of interest expenses simplifies and 
standardizes the calculation of interest, regardless of the landlord’s credit rating or source of funding.

Capital improvement work items must have a five year useful life, but may need to be redone or replaced more 
than once during a tenancy, such as replacement of appliances (refrigerator, washer, etc.). Consequently, these 
passthroughs are temporary surcharges that are removed from the tenant’s monthly rent once the eligible cost is 
recovered after 72 months, unless the recovery time is extended.

It is important to note that the $55 per month cap on capital improvement passthroughs is a cumulative cap, which 
means the total monthly passthrough for all approved capital improvements cannot exceed $55 at any time in the 
tenancy. This applies in those infrequent instances when landlords have more than one approved capital 
improvement rent increase.

This program has been used to cover the costs of voluntary seismic retrofits. HCID records reflect applications for 
six voluntary seismic retrofit projects in the past two years, with costs ranging from approximately $7,000 to 
$96,233 dollars for buildings with four to 22 units and an average temporary surcharge of $29.99. The monthly 
surcharges approved ranged from $11.19 to $55.00.

The existing Capital Improvement program most closely follows the suggested 50% compromise proposed by a 
member of the landlord-tenant working group. Utilizing the Capital Improvement provisions would fairly share 
the cost of seismic work between landlords and tenants and would be the most efficient way to implement a cost 
recovery program, requiring only minor revisions of the RSO. To accomplish this, the RSO would simply need to 
be amended to add a definition for eligible seismic retrofit work, stating that costs of seismic work are eligible to 
be recovered as a passthrough only through the Capital Improvement provisions in Section 151.07.1(a). Under 
this scenario, tenants would pay up to 60% of the cost (depending on the length of tenancy) with an average 
monthly rent increase of $36.00 paid over 72 months, and landlords would recover up to 60% of the estimated 
average cost of $4,300 per rental unit. Direct interest expense is not eligible as an additional cost. After 72 
months, the temporary rent surcharge ends and does not become part of the base rent. If 50% of approved seismic 
costs cannot be recovered in 60 months, the collection period for the temporary surcharge may be extended to 
allow recovery of 50% of the costs. This option utilizes an existing program and can be implemented 
immediately, with no systems development lag time or cost. Additionally, landlords and tenants are familiar with 
this existing rent adjustment program, which is the most popular program authorized in the RSO for rent 
adjustments based on property upgrades. Information and an application are available online on the HCID 
website. In order to address concerns about the impact of a new rent increase on the City’s rent-burdened tenants, 
the capital improvement provisions could be modified to provide a specific maximum temporary rent surcharge 
for seismic work, a new “cap” for seismic work.

Primary Renovation Work

Primary renovation work involves repairing, replacing or reinforcing major building systems, such as central 
heating/ air conditioning, water and sewage piping, electrical wiring, elevators or structural elements. Primary 
Renovation work requires the completion of a Tenant Habitability Plan (THP) to mitigate any impact on the
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habitability and safety of the rental unit. Seismic retrofit work meets the definition of Primary Renovation Work 
and could be approved under the Primary Renovation regulations. The passthrough for primary renovation work 
is amortized over 15 years. Landlords are able to recover 100% of the cost through a permanent monthly rent 
increase that becomes part of the base rent. The longer amortization period results in a significantly lower 
monthly rent increase for tenants than under the other RSO programs. Data from the 2009 Economic Study of the 
RSO, which mirrors the information from the U.S. Census Bureau, indicated a 23% average annual turnover rate 
for RSO units indicating most RSO units will turn over ever}' four to five years. Under the Primary Renovation 
provisions, tenants pay a smaller monthly rent increase for improvements and also pay less of the cost during their 
tenancy. A tenant who lives in a rental unit for five years will pay 38% of the cost of an upgrade under Primary 
Renovation program, compared to 50% under the Capital Improvement program. Only renters with tenancies of 
15 years or more will ever pay the full cost of Primary Renovation work.

While seismic retrofit costs could potentially be passed through under any of these programs, under the Rent 
Adjustment Commission regulations, a properly owner must choose one program and may not file multiple 
applications for the same work.

Inventory and Cost Data

LADBS has provided data estimating the number of soft-first story buildings at approximately 12,100 buildings 
with 167,241 units, 99% of which were constructed prior to 1979 and are subject to the RSO. Additionally, data 
for several voluntary seismic retrofit projects provided by LADBS indicates costs ranging from $1,429 to $7,987 
per unit, with an average per unit cost of $4,246 (Exhibit 1). These cost estimates were utilized to calculate the 
allowable monthly rent increases under the existing RSO provisions, displayed below. The resulting rent increases 
range from $30.34 to $75.00 per unit per month. The monthly rent increase would depend most heavily on the 
amortization period for the work, defined under the existing RSO programs as either five years or 15 years. The 
following chart indicates the estimated cost passthroughs under our existing programs:

EXAMPLES OF ESTIMATED COST PASSTHROUGHS UNDER EXISTING PROGRAMS
% Paid by % Paid by % Paid by % Paid by 

5 Year 6 Year 10 Year 15 Year 

Tenancy Tenancy Tenancy Tenancy

Maximum Cost 

Recovery per 

Unit

Payment

Period
Calculated Actual 

Increase Increase

Work Cost 

per Unit
r- '.u-'

Capital Improvement Program:
Si .700.00 N/A$28.33 N/A$28.33

$35.83
$41.67

2/6 50%$3,400,00
$4,300.00

n 60%
60%
60%

N/A$2,150.00 N/A
N/A

5.83 72. 50%
N/A72/6$41.67 

$56.67

50°/.;$2,500.00
, , • . r • • „ .. ... r; ;;y ■ •

! $3,400.00 
$4,300.00
$5,ooo.oo_____ __________

primary Renovejfp Program*

$3,400.00 
$4,300,1 
$5,000,00

$5,000.00 ' J*Vi ’**
mmm I.ift ■P-i i

100%
100%

N/A60/5 N/A N/A$3,400.00
$4,300.00
$5,000,00

$56.67
$71.67
$75.00

N/AN/A
100%

N/A60/5$7 J .67 
$83.33 N/AN/A67/5.5 90%

. VV.\ ■ '.V i l*A ifil'V- . Il :: oi f ft X& ilisr/. A* **:v Hin

$23.99
$30.34

38% 100%
100%
100%

$23.99
$30.34
$35.28

51%
51%
51%

80%$3,400.00
$4,3003
$5,000.00

Permanent
Permanent
Permanent

38%
38%

80%A) /V
'OJ .AO 80%

San Francisco’s Program

The model established by the City of San Francisco, which adopted a mandatory seismic retrofit program in 2013, 
is most similar to the RSO’s Primary Renovation Program. San Francisco allows unlimited passthrough of 100% 
of seismic costs, amortized over 20 years, with a maximum passthrough of 10% of the monthly rent.
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ALTERNATIVES FOR A SEISMIC RETROFIT PASSTHROUGH PROGRAM

HCID staff was requested to develop options for seismic retrofit work, including:

• Cost split between landlords and tenants
• Maximum monthly rent increase (“cap”)
• Amortization period
• Permanent or temporary increase
• Phase in of rent increase, if any,
• Eligibility of interest expense.

Although the existing Capital Improvement program is an effective mechanism for recoveiy of seismic retrofit 
expenses, HCID has reviewed the features of the existing cost recoveiy programs and offers the following 
alternatives for a program specifically tailored for seismic retrofit.

Percentage. Amortization and Duration of Passthrough

Based on the discussions with the landlord-tenant working' group, a new seismic retrofit program could be 
designed to allow a passthrough of 50% of seismic retrofit costs amortized over a 10 year period. Since the 
seismic retrofit work ensures the structural integrity of residential buildings and requires a significant financial 
investment, the rent adjustment could be treated as a permanent rent increase which becomes part of the base rent 
(similar to primary renovation work), rather than a temporary surcharge. Under the available data on the estimated 
average per unit cost of the proposed seismic retrofit work ($4,300), the average rent increase would be about 
$18.00 per month (not including interest), or about 1% of the average RSO rent of $1,764 per month. Using the 
average RSO unit turnover rate of 23% cited in the Rent Study, tenants who live in their rental units for five years 
will pay 25% of the cost of the seismic work during their tenancy.

Maximum Monthly Rent Increase (“Cap”)

The current maximum monthly rent increase for the type of work proposed is $75. In keeping with the discussion 
with the landlord-tenant working group, the proposed cap for a new seismic program would be $38. Under the 
available data with an average cost of $4,300 per unit, a $38 maximum monthly rent increase would be sufficient 
to cover the estimated monthly rent increase for seismic work and would allow recovery of 50% of work costing 
up to $9,120 per unit in 120 months. A $38 monthly rent increase is 2% of the average monthly RSO rent, and 
would protect tenants from exorbitant rent increases if the cost of the seismic work is greater than projected.

Interest

The treatment of interest charges for rent adjustments in the rent-control situation is complex, since the actual 
interest rate applied depends on the source of funds, specific loan program, and borrower’s credit rating. Because 
75% of RSO buildings have four or less units and the average estimated cost per building is under $20,000 for a 
four-unit building, landlords could potentially fond the work directly, which then represents foregone interest 
income; obtain a personal loan; or even charge it on a credit card, which could entail an interest rate greater than 
20%. All of these would result in very different interest expenses to be passed through to tenants. It may not be 
equitable to tenants to allow a passthrough of unlimited, actual interest costs, which may be dependent on then- 
landlord’s financial resources and credit-worthiness. This is why the Capital Improvement program does not 
allow direct interest but does allow the imposition of the monthly rent increase for an additional 12 months after 
the 60 month amortization period, which works out to an additional 10% passthrough to account for 
administrative costs and interest, and the Primary Renovation program establishes a standard imputed interest 
rate, which is included in the approved passthroughs for all applications. If the new proposed seismic program 
allows a permanent rent increase, it is not necessary to include interest expense as an added cost to be passed 
through, since this cost would be recovered gradually after the 120 month amortization period. However, if the
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Mayor and Council wish to allow an additional passthrough for interest costs, we recommend utilizing the same 
imputed interest rate as the Primary Renovation program, which is 1% above the rate for federal ten-year constant 
maturity securities as calculated by the U.S. Department of the Treasury and published by the Federal Reserve, a 
rate which is well-publicized and easily available to the public. Based on rates available today, the allowable 
interest rate would be 3.22%.

Phase In

The maximum rent adjustment for primary renovation work is 10% of the rent. The Primary Renovation program 
phases in the monthly rent increase (50% in year 1 plus 50% in year 2), in order to lower the shock effect of a 
substantial rent increase, based on 100% of costs. Under the Primary Renovation program, the average RSO rent 
of $1,764 could be increased by up to 10%, adding up to $176 to the average rent. However, under this new 
seismic proposal, the monthly rent increase would be based on 50% of the costs and amortized over 120 months, 
resulting in lesser monthly rent increase of $18 (based on a cost of $4,300 per unit). Consequently, we do not 
recommend a phase-in of the monthly rent increase.

Summary

The following table summarizes the provisions of two options to handle the costs of seismic retrofit. Under the 
first option, the RSO would be modified to provide a new cap for seismic work within the existing RSO Capital 
Improvement provisions. Under the second option, the RSO would be amended to add a new Seismic Retrofit 
Rent Adjustment program with a 50% passthrough, amortized over 120 months, with the additional options to:

1. Make the rent increase either a permanent rent adjustment which becomes part of the base rent, or 
temporary rent s urcharge which expires after 50% of the costs are recovered;

2. Either allow or disallow the passthrough of an imputed interest expense.

COMPARISON OF NEW SEISMIC RETROFIT PROGRAM WITH EXISTING PROGRAMS

EXISTING PROGRAMS

Rehabilitation Work 

(for Mandatory 
Code Changes)

NEW PROGRAM OPTION
San Francisco 

ProgramNew Seismic Retrofit 
Passthrough Program

Capital Primary
Renovation

Allocation of Costs 
between

Landlords/T enants

100%
Passthrough to 

Tenant

100%
Passthrough to 

Tenant

100% Passthrough 
to Tenant

50% - 50% 50% - 50%

10% of Rent 
($177 for 

average RSO 
Rent)

$55Cap

$38$75 10% of Rent
$38*

Amortization
Pprinrf

Phase-In

180 Months 120 Months60 Months 60 Months 240 Months

No No Yes No No
Option 1 Option 2

Part of Base Rent No No Yes No
YesNo

No, since proposed 
rent adjustment is a 

permanent rent 
increase

Yes, based on 
10 Year 

Treasury plus

Yes, based on 
10 Year 

Treasury plusNo No YesInterest

1% 1%
The existing Capital Improvement program can easily be modified to allow a temporary rent surcharge for seismic work 

with a maximum of $38.00 for seismic work.
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The resulting allowable passthroughs for a range of costs from $3,400 - $5,000 (excluding interest) under the 
existing Capital Improvement program with a modified $38.00 cap for seismic retrofit work (Option 1) are 
indicated in the table below.

COST PASSTHROUGHS UNDER MODIFIED CAPITAL IMPROVEMENT PROGRAM
% Paid by % Paid by 6 % Paid by

10 Year
Maximum 

Cost Recovery 
per Unit

Payment
Period 5 Year Year

Yrs) Tenancy Tenancy Te nancy

Work Cost 
per Unit

Calculated Actual 
Increase Increase

Capital Improvement Program: 
$3,400.00 
$4,300.00 
$5,000.00

m ir/

$1,700.00
$2,150.00
$2,500.00

$28.33
$35.83
$41.67

$28.33
$35.83
$38.00

72/6 50% 60% N/A
72/6 50% 60% N/A
72/6 46% 55% 60%

The resulting allowable passthroughs for the same costs for a potential new seismic retrofit program (Option 2) 
are indicated in the following table:

NEW SEISMIC RETROFIT PROGRAM RENT ADJUSTMENT SAMPLES

Maximum Cost 
Recovery per 

Unit

Work Cost per Payment Period % Paid by 5 Year % Paid by 10 
(Months/Yrs)

Rent
AdjustmentUnit Tenancy Year Tenancy

Ne« Program: 
$3,400.00 
$4,300.00 
$5,000.00

S3K cap. 
$14.17 
$17.92 
$20.83

n ;rv■ I w i
$1,700.00
$2,150.00
$2,500.00

120/10
120/10
120/10

25% 50%
50%25%

25% 50%

Seismic Retrofit Program Cost Estimate & Staffing

Implementation of a new seismic retrofit program would require development of a new electronic system program 
to process the applications and modification of the existing online application process. System design and 
development costs for a new Seismic Retrofit rent adjustment program, which will need to be completed by the 
spring of 2016, are estimated at approximately $30,000 for design work and $90,000 for testing and system 
development, for a total cost of $120,000. If the City Council adopts an amendment to the RSO to create a new 
program for passthroughs of seismic retrofit costs, a mid-year budget adjustment will need to be approved to 
allocate $120,000 in fiscal year 2015-16 in the Rent Trust Fund for systems development.

The LADBS reports that there are about 12,100 apartment buildings that will be subject to the soft-story seismic 
retrofit program and that the inspection orders will be phased in, with about 3,000 annual orders. Property owners 
will have one year to submit plans and four years from the date of the order to finish the retrofit. Under the RSO, 
applications for any passthroughs must be submitted within 12 months after the completion of the work. A few 
applications could be received in the 2016-17 fiscal year from early, but the bulk of the initial 3,000 annual orders 
can be expected beginning in the 2017-18 fiscal year, with higher volumes in the later cycles. Once landlords 
begin to comply with this mandate, approximately 1,500 applications per year can be expected for the next several 
years through 2024, nearly quadrupling the annual number of applications currently filed. Currently, HCID 
employs just four analysts and one clerical support staff to review and process approximately 400 rent adjustment 
applications per year. Staffing levels will need to be adjusted appropriately to handle the added anticipated 
caseload in future budget requests.
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Additionally, the adoption of a seismic retrofit program will have a more immediate impact on the HCID’s Code 
Enforcement Division, which will have responsibility for approval of approximately 12,000 Tenant Habitability 
Plans.

We have found that landlords often need guidance in navigating the Tenant Habitability Plan (THP) process, as 
well as the rent adjustment application process. In order to address property owners’ questions and concerns, we 
are proposing to employ “ombudspersons,” HCID Rent and Code staff members, as early as January 2016, at each 
of the LADBS Development Service Centers to provide guidance to property owners filing THP’s and explain the 
RSO provisions, so that landlords can plan appropriately in order to expedite their applications for rent 
adjustments once the retrofit work is completed. Significant staff resources will be needed beginning in fiscal year 
2016-17 to approve Tenant Habitability Plans and beginning in 2017-18 to process the estimated 3,000 annual 
applications for rent adjustments for seismic retrofit work. A report detailing a request for budget authority for 
additional staff positions for both inspections staff for processing of Tenant Habitability Plans and Rent 
counselors/ombudspersons for assistance with preparation of rent adjustment applications will be submitted 
separately.

CONCLUSION

The RSO currently provides a variety of rent adjustment provisions under which the costs of mandatory seismic 
retrofit work may be shared between tenants and landlords of RSO properties. Under the existing RSO provisions, 
the Rehabilitation Program would be utilized for mandatory seismic retrofit work with a 100% pass through to the 
tenants. The HCID has identified the existing Capital Improvement provisions as a reasonable method to allow 
passthrough of mandatory seismic retrofit costs, in order to soften the economic impact on the City’s tenants, the 
majority of whom are rent-burdened. If the Mayor and City Council determine that it is appropriate to reduce the 
cap on the rent increases currently at $75 for the Rehabilitation Program and $55 for the Capital Improvement 
program, HCID recommends a modification of the existing Capital Improvement provisions to permit 
passthrough of 50% of the cost of mandatory seismic work to tenants in RSO units, with a maximum temporary 
monthly surcharge of $38.00 for this work. If 50% of approved seismic costs cannot be recovered in 60 months, 
the collection period for the temporary surcharge may be extended by the number of months necessary to allow 
recovery of 50% of the costs. This option utilizes an existing program and can be implemented immediately, with 
no systems development lag time or significant systems development cost.

If the City Council elects to establish a new program to handle the costs associated with a mandatoiy seismic 
retrofit program, the HCID has identified a number of provisions outlined in this report, which could be 
incorporated into an alternative program for passthrough of the costs associated with seismic retrofit work for 
units subject to the RSO.

FISCAL IMPACT

These changes to the RSO have no impact on the General Fund.
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SOFT STORY EXAMPLES
No. of 
Units

Year of 
Retrofit

Cost/UnitCostBuilding/Location

$ 7,987$ 319,488 402011LA Property
$ 2.029
$ 2,125

$ 16,233 82011LA Property
$ 51,000 24LA Property 

LA Property
2012

$ 2,64790,000 ___342012
$ 1,42950,000 352012LA Property
$ $ 3,2332012 71,136 22LA Property 

LA Property $ 4,348100,000 232014
$ 468,000 $ 6,9852014 67Southern CA Property
$ 6,36470,000 112014Southern CA Property

$ 3,235$ 1755,000LA Property 2015
$ 3,191$ 150,000 472015LA Property
$ 5,96226155,000Southern CA Property 2015
$ 5,656$ 1690,500Southern CA Property 2015

$ 1,429
7,987
4,246

MINIMUM
MAXIMUM
Average

$
$


