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DATE:

June 12, 2020

TO:

Honorable Members of the Rules, Elections, and Intergovernmental Relations
Committee

FROM:

Sharon M. Tso
Chief Legislative Analyst

SUBJECT:

Resolution to Support the Tax Credit and Rent Relief and Repayment Program
Proposed by the State Senate
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Council File No: 20-0002-S73
Assignment No: 20-05-0524

CLA RECOMMENDATION:
Adopt Resolution (O’Farrell-Martinez) to include in the 2019-2020 State Legislative Program
SUPPORT for the Tax Credit and Rent Relief and Repayment Program Proposed by the State
Senate.
SUMMARY:
Resolution (O’Fairell-Martinez) (C.F. #20-0002-S73), introduced on May 13, 2020, states that the
COVID-19 pandemic has plunged the State of California into an economic crisis rivaled only by
the Great Depression, with the Governor reporting a $54.3-billion budget deficit and
unemployment rate that could approach 25 percent. The Resolution explains that in response to
the pandemic, on May 12, 2020, State Senate leaders unveiled a plan to aid California’s economic
recovery by establishing a $25 billion Economic Recovery Fund and creating an agreement
between renters, landlords, and the State Government to resolve unpaid rents over a period of ten
years.
The Resolution explains that under the proposal, renters would receive immediate relief for unpaid
rent and protection from eviction while committing to repaying past rents, without interest, to the
State over a ten-year period beginning in 2024. Landlords would provide rent relief and a
commitment not to evict their tenants while receiving tax credits from the State equal to the value
of the lost rents, spread equally over tax years 2024-2033. The Resolution notes that repayment to
the State for unpaid rent would be based solely on ability to pay, with hardship cases allowing for
potential full forgiveness, while tax credits for landlords would be fully transferable to permit
landlords to sell them for immediate cash value. The Resolution also draws attention to the
Economic Recovery Fund proposed under the plan, which would provide up to $25 billion, over
the course of two years for local economic, social, and infrastructure programs.
The Resolution notes that the State Senate’s proposals are aligned with positions that the City of
Los Angeles has taken to protect renters and landlords from financial hardship, including support
for a suspension of the provisions of the Costa-Hawkins Rental Housing Act for the duration of
the emergency period (C.F. #20-0002-S53), and support for any Federal legislative or

administrative action that would provide billions of dollars in housing relief funds (C.F. #20-0002S43).
The Resolution asserts that the Senate’s Economic Recovery proposals would simultaneously
provide financial protections for renters and landlords, establish a three-party agreement to hold
renters and landlords accountable to their commitments to each other, and offer billions of dollars
in funding for Local Governments and critical programs. Therefore, the Resolution recommends
that the City of Los Angeles hereby includes in its 2019-2020 State Legislative Program support
for the State Senate Democratic Caucus’ proposal for the State Budget and California’s Economic
Recovery, which would establish a tax credit and rent relief and repayment program, in addition
to a $25 billion Economic Recovery Fund.

BACKGROUND:
Since the beginning of the coronavirus emergency, the State of California and City of Los Angeles
have pursued multiple avenues for supporting renters, landlords, and business owners who are
struggling financially as a result of the Stay at Home orders. For example, the Emergency Order
issued by the Governor on March 4, 2020 allows jurisdictions to cease all evictions of residential
and commercial property, pursuant to a decrease in household or business income, or out-of-pocket
medical expenses caused by the COVID-19 pandemic, resulting in the nonpayment of rent.
Additionally, the Governor established a mortgage payment relief package with support from
Citigroup, JPMorgan Chase, U.S. Bank, and Wells Fargo and nearly 200 state-chartered banks,
credit unions, and servicers that includes a 90 day grace period for mortgage payments, no negative
credit impacts of taking advantage of forbearance, a moratorium on foreclosure sales, and relief
from mortgage related fees.
Although various tenant and landlord assistance measures have been taken at the local, State, and
federal levels of government, the economic devastation of the coronavirus has continued to grow.
Data provided by the US Bureau of Labor Statistics indicates that more than thirty million people
filed for unemployment claims over the course of the past six weeks, and that the unemployment
rate in the United States is at its highest since the Great Depression. The Governor estimates that
the unemployment rate in the State of California could reach 25 percent. The International
Monetary Fund forecasts that global economic growth will continue to slow down and ultimately
shrink in 2020.
On May 12, 2020, State Senate leaders unveiled a plan to aid the State’s economic recovery. The
plan includes two proposals. First, landlords could receive tax credits equal to the value of their
missed payments from financially burdened tenants, who are protected from eviction during the
emergency period. Renters would have ten years to pay back their rental debt to the State, with
some not having to pay the full amount because of a hardship exemption. If no tenants paid the
money back, lawmakers estimate it would cost the State about $500 million. The State Government
would not charge interest and the program would be voluntary for both tenants and landlords.
Second, the State would establish a $25 billion Economic Recovery Fund to support small
businesses, nonprofits, and local governments. The underlying intention of the plan is to
simultaneously minimize imbalances in the State budget, cuts to major social programs, evictions,
and widespread financial ruin.
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If the proposals are implemented, beginning in 2024, State revenues would be an estimated $3
billion less each year for the following decade. The Senate Budget Committee Chair has indicated
that lawmakers have identified savings of nearly $95 billion over the next two years, with $41
billion coming from the State’s reserves and an estimated $33 billion from the Federal
Government.

DEPARTMENTS CONTACTED:
Housing and Community Investment Department
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Anna Enger
Analyst

Attachment: Resolution
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RULES, ELECMS & INTERGOVERNMENTAL RELATIONS
RESOLUTION
WHEREAS, an official position of the City of Los Angeles with respect to legislation, rules,
regulations or policies, proposed to or pending before a local, state or federal government body or
agency, must have first been adopted in the form of a Resolution by the City Council with the
concurrence of the Mayor; and
WHEREAS, the COVID-19 pandemic has plunged the State of California into an economic
crisis rivaled only by the Great Depression, with Governor Newsom reporting a $54.3-billion budget
deficit and unemployment rate that could approach 25 percent, according to an article published by the
Los Angeles Times; and
WHEREAS, on May 12, 2020, Senate President pro Tempore Toni G. Atkins, along with
Senators Holly J. Mitchell, Steven Bradford, and Robert M. Hertzberg unveiled a plan to aid
California’s economic recovery by establishing a $25 billion Economic Recovery Fund and creating
an agreement between renters, landlords, and the State Government to resolve unpaid rents over a
period of ten years; and
WHEREAS, under the proposal, renters would receive immediate relief for unpaid rent and
protection from eviction while committing to repaying past rents, without interest, to the State over a
ten-year period, beginning in 2024; and landlords would provide rent relief and a commitment not to
evict their tenants while receiving tax credits from the State equal to the value of the lost rents, spread
equally over tax years 2024-2033; and
WHEREAS, repayment to the State for unpaid rent would be based solely on ability to pay,
with hardship cases allowing for potential full forgiveness, while tax credits for landlords would be
fully transferable so as to permit landlords to sell them for immediate cash value; and
WHEREAS, the Economic Recovery Fund proposed under the plan would provide up to $25
billion, over the course of two years; for small business and non-profit assistance, worker retraining,
infrastructure project acceleration, residential and small business rental assistance, health and safety
net gap patches, Green Economy investments, homelessness prevention and relief efforts, wildfire
prevention, educational funding for students most affected by school closures, Higher Education
protections, and Local Government relief; and
WHEREAS, the proposed $25 billion would be generated by way of a voluntary program to
incentivize pre-payment of approximately $3 billion of income taxes per year for tax years 2024 to
2033, in which participating taxpayers acquire the fully-transferable California Recovery Tax
Vouchers for those years at a modestly reduced amount to reflect inflation and to incentivize
participation; and
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WHEREAS, the State Senate’s proposals are aligned with positions that the City of Los
Angeles has taken to protect renters and landlords from financial hardship, including support for a
suspension of the provisions of the Costa-Hawkins Rental Housing Act for the duration of the
emergency period (C.F. #20-0002-S53), and support for any Federal legislative or administrative
that would provide billions of dollars in housing relief funds (C.F. #20-0002-S43); and
WHEREAS, the Senate’s Economic Recovery proposals would simultaneously provide
financial protections for renters and landlords, establish a three-party agreement to hold renters and
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landlords accountable to their commitments to each other, and offer billions of dollars in funding for
Local Governments and critical programs;
NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the
adoption of this Resolution, the City of Los Angeles hereby includes in its 2019-2020 State Legislative
Program SUPPORT for the State Senate Democratic Caucus’ proposal for the State Budget and
California’s Economic Recovery, which would establish a tax credit and rent relief and repayment
program, in addition to a $25 billion Economic Recovery Fund.

PRESENTED BY:
MITCH O’FARRELL
Councilmember, 13th District

SECONDED BY:
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