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200 North Spring Street, Room 303 
Los Angeles, California 90012

Attention: Mandy Morales, Legislative Coordinator

REPORT BACK REGARDING ADOPTION OF A TENANT BUYOUT AGREEMENT 
PROGRAM FOR RENT STABILIZATION PROPERTIES

SUMMARY

This report is submitted in response to the Chief Legislative Analyst’s Report to the Budget & Finance 
Committee that requested the Los Angeles Housing + Community Investment Department (HCIDLA) to 
report back on the implementation of a tenant buyout agreement program similar to the City of Santa 
Monica’s Tenant Buyout Agreement Ordinance.

RECOMMENDATIONS

The General Manager of the HCIDLA respectfully requests that:

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;

I.

The City Council instruct the HCIDLA to work with the City Attorney to amend the Los Angeles 
Municipal Code pursuant to the recommendations discussed in this report;

II.

The ordinance amendment include language which instructs the Rent Adjustment Commission 
(RAC) to adopt rules and/or amend existing RAC regulations to effectuate the Rent Stabilization 
Ordinance (RSO) changes adopted by the City Council;

III.
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The City Council approve by resolution personnel position authority for two additional positions 
in the Rent Stabilization Division as identified in this report subject to the review and approval of 
the Civil Service Commission for classification:

IV.

1 Housing Investigator 1 - Class Code 8516-1 
1 Senior Administrative Clerk - Class Code 1368;

The City Council authorize the City Controller to:V.

n1. Transfer appropriations within Rent Stabilization t rust Fund 440/43 for Budget Fiscal 
Year 2015-16 as follows:

Account Account Title Amount
No.
FROM:
43M411 $ 130,384Unallocated
TO:
43M900 $60,000Contract Programming

$49,16343M143 HCIDLA
Related Costs General 
Fund

$21,22143M299

Total $ 130,384.

2. Increase appropriations in General Fund 100/43 Budget Fiscal Year 2015-16 as follows:

Account Account Title Amount
No.
001010 Salaries General $ 46,790
006030 $ 2,373Lease

Total $49,163

Authorize the HCIDLA General Manager, or designee, to make necessary technical 
adjustments consistent with the Council’s actions, subject to the approval of the City 
Administrative Officer (CAO) and request the Controller to implement these instructions;

3.

VI. On or after July 1, 2016, the City Council continue resolution authority for the following two 
positions:

1 Housing Investigator I - Class Code 8516-1 
1 Senior Administrative Clerk - Class Code 1368

The Mayor concur with the actions of the City Council.VII.

BACKGROUND

The City Council adopted the RSO in May 1979 to safeguard tenants from excessive rent increases 
while providing landlords with just and reasonable returns from their rental units. The RSO limits the 
reasons for eviction of tenants from RSO-regulated properties and provides relocation assistance to
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tenants evicted for “no-fault” reasons. The no-fault eviction reasons allowed under the RSO include: to 
move in a family member or resident manager, to comply with a government agency order to vacate the 
rental unit, or to demolish or permanently remove the rental unit from the rental market. The current 
relocation assistance amounts due to tenants evicted from RSO units for no-fault reasons currently range 
from $7,550 to $19,500, depending on a tenant’s income, age, length of tenancy, family and disability 
status.

Landlords who seek to conduct a no-fault eviction must file a landlord declaration with HCIDLA under 
penalty of perjury, identifying the current tenant, rent and the reason for eviction allowed under the 
RSO. The RSO does not currently include a program to monitor voluntary vacancies which may involve 
a cash buyout offer in exchange for tenants vacating their rental units. Unlike no-fault evictions, these 
buyouts are unregulated and can enable landlords to circumvent many of the restrictions that apply when 
a landlord executes a no-fault eviction. For example, a landlord who evicts to move in a resident 
manager or family member and subsequently wishes to re-rent the unit cannot re-rent at a higher rent 
amount than that paid by the evicted tenant. Such regulations do not exist for buyout agreements. 
Tenants may accept buyout agreements without being fully informed of their rights under the RSO and 
unknowingly accept substantially less relocation than they are entitled to under the law for no-fault 
evictions. The rebounding of both the rental and real estate markets provides landlords a greater 
incentive to induce tenants in rent stabilized units to voluntarily move out.

In April 2015, the City of Santa Monica amended their tenant harassment ordinance to adopt provisions 
similar to those adopted by San Francisco in October 2014, which attempt to promote fairness in buyout 
negotiations and agreements. Before making a buyout offer, a landlord is required to give a tenant a 
written disclosure of the tenant’s rights, which include: the right not to enter into a buyout agreement, to 
consult with an attorney and/or the Rent Control Board before signing the agreement, and to cancel the 
agreement within 30 days. The regulation provides that any agreement not meeting all of the required 
elements is unenforceable and may be rescinded by the tenant at any time. In addition, all buyout 
agreements must be filed with the City’s Rent Control Board.

On October 7, 2015, the Housing Committee instructed the HCIDLA to report back on the feasibility of 
implementing a program similar to the City of Santa Monica’s tenant buyout agreement ordinance, 
based on a May 12, 2015 instruction from the Budget & Finance Committee in conjunction with the 
review of the Department’s 2015-16 budget.

Recommendations for Tenant Buyout Agreements

The HCIDLA recommends amending the RSO in order to prevent tenants from entering into buyout 
agreements without a full understanding of their rights. Creating a tenant buyout notification program 
would increase tenant protections by promoting full disclosure of tenants’ rights, assist in the negotiation 
of a fair buyout agreement and dissuade landlords from attempting to circumvent the RSO’s limits on 
the grounds for eviction and the obligation to provide relocation assistance for no-fault evictions. 
Tenants enter into tenant buyout agreements without a full understanding of their RSO rights and may 
face substantially higher rents than their current RSO rents. The proposed RSO provisions would require 
landlords to provide tenants with a statement of their RSO rights and allow tenants to rescind a buyout 
agreement within a specified time after signing such an agreement. This will provide tenants sufficient 
time to consult with an attorney, tenants’ organization or the HCIDLA staff.

To ensure tenant protections with respect to buyout agreements, the HCIDLA recommends amendment 
of the RSO as follows:
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• Create a definition for a Buyout Agreement and Buyout Offer, in consultation with the City 
Attorney, similar to the following:

o Buyout Agreement - An agreement where a landlord pays a tenant money or other 
consideration to vacate a rental housing unit.

o Buyout Offer - An offer by a landlord to pay a tenant money or other consideration to 
vacate a rental housing unit.

• Require that landlords provide tenants with a written disclosure notice of the tenant’s rights 
under the RSO with regard to eviction and relocation assistance in a format prescribed by the 
Rent Adjustment Commission, including contact information for the HCIDLA landlord/tenant 
hotline.

• Allow tenants to rescind buyout agreements for any reason for up to 30 days after the agreements 
are fully executed.

• Further provide that agreements that do not satisfy the stipulated requirements may be rescinded 
by the tenant at any time.

• Require that landlords file copies of all buyout agreements with HCIDLA’s Rent Stabilization 
Division.

• Provide tenants with an affirmative defense to an unlawful detainer and a civil remedy for actual 
damages and civil penalties against landlords who fail to comply with the buyout agreement 
regulations.

Buyout Agreement Cost Estimate & Staffing

As illustrated below and in Attachment 1, no-fault evictions have increased dramatically in the past three 
years in tandem with the recovery of the housing market. In 2015, five-percent of RSO complaints 
received were for non-payment of relocation assistance. Evictions under the RSO Ellis provisions tripled 
between 2013 (313 units) and 2014 (1,214 units - See Attachment 1). The dynamics of the housing 
recovery provide an incentive for unscrupulous landlords to avoid the RSO Ellis restrictions by 
encouraging tenants to agree to voluntarily vacate their rental units. Consequently, we anticipate a 
continued upward trend in landlords seeking to vacate RSO rental units through voluntary buy out 
agreements. Tenants accepting “cash for keys” offers may not be aware of the legally required RSO 
relocation assistance amounts or their right to file a complaint with HCIDLA. If the Mayor and Council 
agree to amend the RSO to establish a tenant buy-out program, adequate staff resources must be 
allocated to ensure the success of the program.

Number of No-Faut Eviction Filings Received by HCIDLA
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Implementation of the educational and enforcement measures in the proposed amendments will require 
enhancing the existing RSO complaint processing system, as well as hiring the appropriate staff to 
handle the increased customer service inquiries, records requests under the California Public Records 
Act and tenant complaint investigations. Currently, the HCIDLA handles approximately 141,000 annual 
telephone inquiries and 12,000 email inquiries per year, and investigates 6,400 tenant complaints on 
violations of the RSO. The current average case load carried per Housing Investigator examining tenant 
complaints for non-registered rental units, illegal evictions based on false and deceptive grounds, illegal 
rent increases, failure to pay required relocation assistance for no-fault evictions, failure to post the 
required notice that a property is subject to the RSO, and illegal reductions of housing services is 114 
cases. This is 43% above the optimal caseload of about 80 cases per investigator. Based on the scale of 
approximately 623,000 RSO units, the increase in no-fault evictions over the past 3 years, and the 
current level of real estate activity, the HCIDLA estimates that this new program will require two new 
staff positions: one Senior Administrative Clerk (Class Code 1368) and one Housing Investigator (Class 
Code 8516-1), as summarized in Attachment 2.

Enhancing the department’s database will require the development of a new system module to record 
and track all buyout agreements. The estimated cost for the development and integration of systems for a 
tenant buy out monitoring and investigations module is estimated to be 
is $281,536, for a total first year cost of $341,536. The annual ongoing cost is projected to be 
approximately $281,536 for the two staff positions, which includes salaries ($140,629), benefits and 
overhead ($140,907). The estimated start time of the program upon the Council’s approval is April 1, 
2016, and the above Controller Instructions will cover the budget for the rest of Fiscal Year 2015-16. 
For next fiscal year, upon Council approval, this transmittal will be part of the Supplemental Budget for 
Fiscal Year 2016-17. The program will be ongoing and the future costs will be included in the annual 
budget process. The HCIDLA is prepared to report back to the City Council on financing costs once a 
buyout agreement program is approved.

i,000. The estimated staff cost

FISCAL IMPACT

These proposed amendments to the RSO have no impact on the General Fund, but would likely require a 
fee analysis to increase the annual RSO rental unit registration fee. Under the provisions of the RSO, 
registration fees are split 50% -50% between landlords and tenants.
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Director, Rent Stabilization Division

Reviewed By:

LAURA K. GUG1 
Executive Officer

Approved By:

RUSHMORE D. CERVANTES 
General Manager
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Attachment 2

HOUSING AND COMMUNITY INVESTMENT DEPARTMENT

Buyout Agreement
FISCAL YEAR 2016-17
Revised : January 14, 2016
STAFF

B CA D F G H J K L M N
DIRECT Ht'lfrj* 

SALARIES R:Ur 
(WVC)

GLASS TOTAL
HOURS

RELATED EXPENSES ALLOCATE TOTAL 
COSTS PER 4 0T ■ OTHER DIRECT 

COSTS COSTS

CODE PG HCID HCID GASP 
GASP COSTS 
RATE

TOTAL
BILLABLE

COSTS
[jjjlj

PFR CAP 37
POSITION fwiltiy _Ax B CxD c + e FxlFXG F + H + J KxL K + M

2,080 80 36% 6.75% 19.80%

$31 46 $65,437

$75,192

$65,437

$75,192

1368 0 Senior Administrative Clerk

1 Housing Investigator I ____

2,080 30 36% $39,498

$45,386

$4,417

$5,075

6.75% $109,351

$125,653

19.80% $21,652

$24,879

$131,003

$150,533$36158516 2,080 30 36% 6.75% 19.80%

$140,629Budget Unit Updated Total $140,629 $9,492,884 $£36,005 $46,531 $281,536

DEVELOPMENT IMPLEMENTATION & PROGRAM:

Design & Systems Development $60,000

Total New Program Requirement Costs Year 1: $341,536

$281,536Ongoing Annual Cost:
Notes:
1. Column A (Total Hours Per Position): Reflects 12 months. All hours above reflects 100% of staff time devoted to the Program
2. Column B (Hourly Rate): Houriy Rate based on CAO's 2016 Wage & Count. Wages and Count averages gross salaries of employees within the same classification.
3. Column D (CTO Rate): CTO Rate of 19.20% per CAP 37 Rates CTO rate is omitted since gross salaries were used (Wages & Count) CTO is only applied when salaries used are net salanes
4. Column G (CAP 37 Rate): Final CAP 37 Rate of 60.36% for Enforcement Cost Center
5. Column I (Expenses and OT%): Expense & Overtime for Buyout Agreement Staff, based on the Adopted Budget FY16 Budget. Assumes that Fig Plaza lease rates are similar to Garland's rates.


