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The Mayor 
The Council

To:

Richard H. Llewellyn, Jr., City Administrative OfficerFrom:

Reference: Housing and Community Investment Department Transmittal dated October 3, 2019; 
Received by the City Administrative Officer on October 8, 2019; Additional 
Information Received through October 21, 2019

REQUEST FOR AUTHORITY TO AMEND SECTION 151.05 OF THE LOS 
ANGELES MUNICIPAL CODE (LAMC) FOR A FEE ADJUSTMENT FOR THE 
REGISTRATION OF PROPERTIES SUBJECT TO THE RENT STABILIZATION 
ORDINANCE (RSO)

Subject:

RECOMMENDATIONS

That the Council, subject to the approval of the Mayor:

Authorize the increase of the Rent Stabilization Ordinance Rental Unit Registration Fee to 
an amount of up to $38.75 per unit annually, effective in the 2020 billing cycle and with 
corresponding revenues to be reflected in the 2020-21 Budget;

1.

Authorize the monthly pass through of 1/12th of 50 percent of the RSO Rental Unit 
Registration Fee to tenants;

2.

Adopt the corresponding proposed ordinance amending Section 151.05 of the Los Angeles 
Administrative Code in order to implement the RSO Rental Unit Registration Fee increase 
to an amount of up to $38.75 and allow a monthly pass through of 50 percent of the Fee to 
tenants instead of an annual lump sum, subject to the approval of the City Attorney;

3.

Direct the Rent Adjustment Commission to adopt regulations necessary to implement the 
amendments to the RSO;

4.

Instruct HCID to conduct a subsequent fee study and report back to Council after the 
proposed Tenant Anti-Harassment, Eviction Prevention and Defense, and Just Cause 
programs, and any requested resources for implementing the programs, are approved to 
request an additional fee adjustment prior to 2022, if needed; and,

5.
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6. Instruct HCID to prepare a separate report with recommendations to administer the provision 
of the Tenant Protection Act of 2019, as well as potential funding sources for these services.

SUMMARY

The Housing and Community Investment Department (HCID) requests authority to amend Section 
151.05 of the Los Angeles Municipal Code (LAMC) to increase the annual registration fee imposed 
under the Rent Stabilization Ordinance (RSO) from $24.51 to $44.31 per rental unit, an increase of 
$19.80 or 81 percent. The Department requests the fee increase to be effective January 1,2020 to 
meet its operational costs for administering and enforcing the RSO and its related programs 
through calendar year 2022. The HCID additionally requests to amend the RSO provisions on the 
allowable registration fee pass through to tenants to permit a monthly pass through of 1/12th of the 
tenant’s 50 percent share of the registration fee instead of an annual lump sum payment. Finally, 
the HCID requests to amend the Los Angeles Administrative Code (LAAC) to credit interest earned 
by the Rent Stabilization Trust Fund back to the fund.

This Office recommends a proposed fee of $38.75, an increase of $14.24 or 58 percent, to support 
current-level services, including full reimbursement of related costs associated with staffing for the 
RSO program. This proposed fee assumes a staff vacancy rate of five percent and allows for an 
ending FY 2021-22 fund balance that could support the Department through the next fee study and 
potential increase in January of 2023. While the HCID’s proposed fee of $44.31 includes the cost 
of three new programs pending Mayor and Council approval, this Office recommends that HCID 
first obtain approval of the new programs, and any requests for staffing and administrative costs to 
support them, then complete a subsequent fee study to determine if another fee increase is needed 
to support an expanded RSO program prior to 2022. The HCID concurs with the alternative fee 
proposal and recommendation to return for an additional fee increase, if needed. Additionally, this 
Office recommends that the interest for the Rent Stabilization Trust Fund continue to be deposited 
into the General Fund until the Fund demonstrates that it represents full cost recovery, including 
reimbursement to the General Fund for related costs. This Office concurs with the remaining 
recommendations in HCID's report, including a recommendation to amend the RSO provisions on 
the allowable registration fee pass through to tenants to permit a monthly pass through of 1/12th of 
the tenant’s 50 percent share of the registration fee instead of an annual lump sum payment.

Fee Increase Justification

A fee increase is required to maintain current-level services beyond June 2020. The HCID executed 
a contract with BAE Urban Economics (BAE) to conduct a fee study analysis of the Rent 
Stabilization Trust Fund. Based on their analysis of HCID’s projected expenditures and revenue, 
BAE concluded that HCID would not generate enough fee revenue in the January 2020 billing cycle 
to support the current fiscal year’s budgeted operational expenditures. BAE’s study proposes four 
separate fee increases based on various assumptions on vacancy rates and whether or not the fee 
should include expenditures for programs that are still pending Mayor and Council approval. 
Additional information on the four proposed rates, assumptions, and analysis is included in HCID’s 
transmittal dated October 3, 2019 (Report) and BAE’s fee study attached to the Report.
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This Office reviewed the fee study and conducted an alternative analysis based on HCID’s 
projected 2019-20 expenditures reported in the Financial Status Report and an assumption that 
HCID will obtain a five percent vacancy rate in the current year. While the CAO analysis shows that 
HCID will have sufficient revenue to support the current fiscal year’s projected operational 
expenditures, revenue collected from January through March of 2020 at the current fee of $24.51 
will be insufficient to support the Department’s current-level services beyond June 2020. 
Additionally, the CAO analysis assumes full reimbursement of related costs to the General Fund in 
FY 2020-21 and FY 2021-22, whereas the fee study attached to HCID’s Report inadvertently 
included only partial reimbursement to the General Fund for related costs.

After discussions among this Office, HCID, and BAE, the consultant calculated an alternative fee 
of $38.75 that would cover current-level services through 2022 based on HCID’s reported 2019-20 
expenditures in the Financial Status Report, a five percent vacancy rate, and full reimbursement of 
related costs for FY 2020-21 and FY 2021-22. This Office concurs with the alternative proposed 
rate of $38.75, which is $14.24 more than the current fee of $24.51 and represents a 58 percent 
increase. The HCID Report describes the impact of not having a fee increase in the 2020 billing 
cycle.

Previous Fee Increase and Historical Vacancy Rates

The HCID reports that the Rental Unit Registration (Rent) Fee has not been raised since 2011, 
when it was increased from $18.71 to $24.51 per unit annually. The current fee of $24.51 was 
intended to cover the Department’s needs through 2014. The Department reports that the fee has 
not increased in eight years because salary savings from vacant positions has allowed them to 
carry-over amounts from year to year. While HCID’s workload has increased with the addition of 
new programs in 2016, as described in their Report, the Department has been able to fund the new 
programs through salary savings. Table 1 below shows the vacancy rate the HCID has reported 
for the Rent Stabilization Division (RSD), the primary division responsible for enforcing the RSO, 
over the past five years.

Table 1: Rent Stabilization Division Vacancy Rates from 2015 through 2019
2017Year 2015 2016 2018 2019

Vacancy Rate 9% 10% 17% 13% 16%

According to HCID, the RSD’s historical vacancy rates are due to a lack of consistently available 
eligible lists for positions throughout the eight year period, as well as mandatory Citywide furloughs 
that ended in 2012. The Department states it has been able to continue the work of the program 
through a contract for temporary paralegals. As of, October 16, 2016, the RSD’s vacancy rate was 
21 percent according to vacant positions recorded in the City’s payroll system. The HCID reports 
that it is currently in the process of filling vacant positions from a recently approved Housing 
Investigator eligible list as well as four Management Analyst positions. If these positions are filled, 
the Department reports that its Division vacancy rate would be three percent. It should be noted 
that the Rent fee also pays a portion of various administrative positions outside of RSD that provide 
support for the program through its accounting, budgeting, contracting, and other administrative 
services. The current Department wide vacancy rate reported in the Financial Status Report is 21
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percent; therefore, it is this Office’s position that a five percent vacancy rate for the entire program 
is more appropriate for the fee analysis.

While the vacant positions have allowed the Department to continue operations without a fee 
increase, the vacancies have had a negative impact on the General Fund through the lack or 
reimbursement to the General Fund for related costs and an increase in administrative positions 
being funded by other sources of funds, such as the General Fund. As shown in Table 2, General 
Fund revenue from HCID’s reimbursement of related costs from the Rent Stabilization Trust Fund 
has ranged from $1.4 million to $1.8 million below the adopted budget.

Table 2: General Fund Revenue from Reimbursements for Related Costs from the Rent
Stabilization Trust Fund from FY 2016-17 through FY 2019-19

FY 2016-17 FY 2017-18 FY 2018-19
$5,051,179Adopted Budget General Fund Revenue $4,963,754 $5,344,724

Actual General Fund Revenue 3,475,275 3,531,345 3,500,819
$1,575,904 $1,432,904General Fund Revenue Shortfall $1,843,905

The Department’s cost allocation method requires funding for administrative support positions to 
be based on the funding sources that support the work completed by existing program staff. As 
HCID continues to rely on contractors to complete the work vacant positions in RSD would have 
done, the proportion of funding from the Rent Stabilization Trust Fund allocated to administrative 
support positions decreases, while the proportion of funding from other sources of funds 
subsequently increases, including funding from the General Fund.

FY 2021-22 Rent Stabilization Trust Fund Ending Balance

The fee study is based on the Department’s guideline to the consultant that the projected FY 2021
22 Rent Stabilization Trust Fund ending balance should be equal to 40 percent of twelve months 
of FY 2021-22 RSO program operating expenses, which includes funding for the RSD, Department 
administrative support staff, positions in other departments that support HCID, and related costs. 
The Department reports that the purpose of the guideline is to ensure that the Rent Stabilization 
Trust Fund can finance the RSO program from July 2022 through December 2022 before the 
establishment of a new fee in January 2023. The HCID anticipates conducting another fee study in 
2022 to determine the need for a fee increase starting in January 2023 which, if necessary, would 
also address any unanticipated expenses for July 2022 through December 2022 that are not 
included in the current study.

New Programs

Two of the proposed fees in HCID’s Report, including the fee in the Department’s attached draft 
ordinance, assumes funding for programs that are currently pending Mayor and Council approval. 
The new programs include Tenant Anti-Harassment (C.F. 14-0268-S13), Eviction Prevention and 
Defense (C.F. 18-0610-S1), and the expansion of Just Cause eviction protections (C.F. 17-0454). 
While HCID projects that these programs will be approved in 2019, the Department has not formally
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requested authority for new positions, which would include providing position descriptions and 
proposed organizational charts, and appropriations for other proposed program expenses, 
including reimbursement to the General Fund for related costs. Additionally, the HCID needs to 
propose a source of funding for enforcing a Tenant Anti-Harassment program that applies to both 
RSO and non-RSO units. This Office recommends that the proposed fee to be effective in January 
2020 should only be based on providing current-level services. Additionally, this Office 
recommends that the Department should conduct another fee study after the Mayor and Council 
approves all three programs, including any staffing and administrative costs needed to support the 
programs, and subsequently report back to the Council to request another fee increase prior to 
2022, if needed.

Impact to Landlords and Tenants

The proposed fee of $38.75 would result in a proposed annual cost increase of $14.24 to be shared 
between landlords and tenants. Details relative to the impact of the proposed fee are in Table 3.

Table 3: Impact of Proposed Fee Increase to Landlords and Tenants
$38.75Proposed Fee

Increase from Current Fee $14.24
Annual Increase to Landlord $7.12
Annual Increase to Tenant $7.12
Monthly Increase to Landlord $.59

$.59Monthly Increase to Tenant

Allowable Pass Through to Tenants

In accordance with the LAMC, landlords may recover half of the annual Rent Fee from their tenants 
in the form of a pass through. The HCID reports that currently, the annual Rent Fee is permitted to 
be passed through to tenants only in the month of August, while the Systematic Code Enforcement 
Program fee imposed by the Department is pro-rated and passed through monthly to tenants. In 
order to mitigate the impact of an increased fee on tenants, the HCID requests amending the LAMC 
to allow 1 /12th of the tenants’ portion of 50 percent of the annual fee to be passed through to tenants 
on a monthly basis.

Interest Retention in RSO Fund

The Department requests an amendment to the LAMC in order to credit interest earned from the 
RSO fees to the Rent Stabilization Trust Fund instead of the General Fund. The HCID estimates 
that the action would result in additional revenue to the Rent Stabilization Trust Fund of 
approximately $50,000 per year, which would proportionally reduce General Fund revenue. Based 
on FY 2017-18 and FY 2018-19 Rent Stabilization Trust Fund balances, the CAO estimates that 
the action would result in a reduction of $260,000 to the General Fund. While ordinances that 
created some special funds do allow for interest to remain within the special fund instead of being 
deposited into the General Fund, this Office recommends that the interest for the Rent Stabilization
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Trust Fund should continue to be deposited into the General Fund until HCID demonstrates that 
the Fund could support full cost recovery for the program, including General Fund reimbursement 
for related costs.

FISCAL IMPACT STATEMENT

There is no net impact to the General Fund if Council approves a proposed Rental Registration 
Fee of $38.75. Approval of any of the Housing and Community Investment Department's other 
recommended fees could result in a negative impact on the General Fund because they reflect only 
a partial reimbursement to the General Fund for related costs. If Council approves the request to 
credit interest earned from fees to the Rent Stabilization Trust Fund instead of the General Fund, 
there is an estimated impact of $260,000 in reduced revenue to the General Fund. The 
recommendations in this report comply with City Financial Policies in that the proposed fee is 
intended to recover the full costs for enforcing the Rent Stabilization Ordinance and related 
programs including all operating direct and indirect costs.

RHL:EIC:02200055C


