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SUBJECT:

CLA RECOMMENDATION: Adopt Resolution (O'Farrell - Price) to include in the City’s 
2021-2022 State Legislative Program SUPPORT for AB 286 (Gonzalez) which would cap fees 
charged to restaurants at 15 percent of the menu-listed price of an online order, not including 
taxes, gratuities, and any other fees or costs that may make up the total amount charged to the 
customer, and additionally require food delivery apps to give their customers and partnered 
restaurants an accurate, clearly identified and itemized cost breakdown of each transaction.

SUMMARY
Resolution (O'Farrell - Price), introduced on January 27, 2021, states that third-party food 
delivery companies provide residents with delivery from local restaurants, but charge 
commissions that can reach 30 percent, potentially wiping out any profit that a local business 
might make from a delivery order. The onset of the COVID-19 pandemic has made food delivery 
services indispensable for customers and restaurants alike, but the fees charged by these 
companies make profitability and survivability unlikely in today's environment.

The City has taken action to aid local restaurants and culinary businesses through the passage of 
Ordinances No. 186665 and No. 186790 (CF 20-0470), which cap the fees a third-party food 
delivery service can charge per online order for the use of its services at 15 percent of the 
purchase price of such online order during the local public health emergency related to 
COVID-19 as declared by the Mayor.

More recently, on January 21, 2021, State Assembly Member Lorena Gonzalez introduced 
AB 286, which, similar to the City's related Ordinances, would cap fees charged to restaurants at 
15 percent of the menu-listed price of an online order, not including taxes, gratuities, and any 
other fees or costs that may make up the total amount charged to the customer, and additionally 
require food delivery apps to give their customers and partnered restaurants an accurate, clearly 
identified and itemized cost breakdown of each transaction. The Resolution therefore 
recommends support for AB 286 (Gonzalez).



BACKGROUND
As of February 1, 2021, the COVID-19 pandemic has accounted for over 1.1 million 
documented cases and 16,770 confirmed deaths in Los Angeles County. Statewide, there are 
over 3.3 million cases and 40,928 deaths. On March 19, 2020 Governor Gavin Newsom issued a 
Stay-at-Home Order that limits Californians to only essential activities away from their home in 
order to minimize the congregation of large groups of people that may serve to spread the virus. 
These mitigation efforts were implemented to slow the spread of COVID-19 and protect the 
public health. The Order, however, has also resulted in significant financial impacts to cities and 
small businesses.

On June 10, 2020, the Council adopted the Limit on Third-Party Food Delivery Service Fees 
Ordinance No. 186665 (Ordinance), which, among other actions, makes it unlawful for a 
third-party food delivery service to charge a restaurant a fee per online order for the use of its 
services that totals more than 15 percent of the purchase price of such online order during the 
local public health emergency related to COVID-19. The Ordinance was scheduled to sunset 90 
days after the prohibition of on-premises dining has been lifted.

Just prior to the adoption of the Ordinance, on May 29, 2020, Governor Gavin Newsom, and 
subsequently the Board of Supervisors of Los Angeles County (County), lifted the prohibition of 
on-premises dining, triggering the expiration of the Ordinance to occur on August 31, 2020. 
However, on July 1, 2020, these restrictions were reimplemented to combat the rapid spread of 
COVID-19.

In order to better understand the impacts of the Ordinance on the restaurant industry, the 
Economic and Workforce Development Department, with the assistance of the CLA, developed 
a survey to query restaurants on their awareness of the Ordinance and their experience with 
third-party food delivery companies. In the survey, which was open to businesses from July 29, 
2020 to August 10, 2020, a large majority of restaurants noted that the Ordinance had been 
beneficial to their business and requested that the action be extended beyond the August 31, 2020 
deadline. Additionally, most restaurants reported being overcharged by third-party food delivery 
companies that are failing or refusing to comply with the Ordinance.

In order to provide a means to enforce the prohibitions in the Ordinance and extend the 
expiration date to conform with the developing nature of the pandemic, on October 16, 2020 the 
Council adopted Ordinance No. 186790 (Amending Ordinance). The Amending Ordinance 
extended the expiration date from August 31, 2020 to a time when the City of Los Angeles is no 
longer under a locally declared State of Emergency as related to the COVID-19 pandemic, and 
adds enforcement measures to those companies that may violate the prohibitions in the 
Ordinances.

Similar to the Ordinances noted above, AB 286 (Gonzalez), introduced on January 21, 2021, 
would cap fees charged to restaurants at 15 percent of the menu-listed price of an online order, 
not including taxes, gratuities, and any other fees or costs that may make up the total amount 
charged to the customer, and additionally require food delivery apps to give their customers and 
partnered restaurants an accurate, clearly identified and itemized cost breakdown of each 
transaction. Support for AB 286 would be consistent with the City's Ordinances.
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assiEiowamcHMENT
RESOLUTION

WHEREAS, any 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 governmental body or agency must first have been adopted in the 
form of a Resolution by the City Council with the concurrence of the Mayor; and

WHEREAS, third-party food delivery companies such as Grubhub, Uber Eats, DoorDash, and Postmates provide 
residents with delivery from local restaurants, but these companies charge commissions that can reach 30 percent, 
potentially wiping out any profit that a local business might make from a delivery order; and

WHEREAS, the onset of the COVID-19 pandemic and related public health restrictions have made third-party food 
delivery companies an indispensable service for customers and restaurants alike, but the exorbitant commissions charged 
by these companies have left food businesses with little ability to make profit during the pandemic and forced some 
businesses to close permanently; and

WHEREAS, the City has taken action to aid food businesses during the pandemic, such as the passage of Motion 
(O'Farrell - Krekorian) and subsequent Ordinances #186665 and #186790 (CF 20-0470), which cap the fees a third-party 
food delivery service can charge per online order for the use of its services at 15 percent of the purchase price of such 
online order during the local public health emergency related to COVID-19 as declared by the Mayor; and

WHEREAS, on January 21, 2021, State Assembly Member Lorena Gonzalez introduced Assembly Bill 286 (AB286), 
which would cap fees charged to restaurants at 15 percent of the menu-listed price of an online order, not including taxes, 
gratuities, and any other fees or costs that may make up the total amount charged to the customer, and additionally require 
food delivery apps to give their customers and partnered restaurants an accurate, clearly identified and itemized cost 
breakdown of each transaction; and

WHEREAS, it is imperative that legislators protect businesses across the State from exorbitant fees that hinder their 
ability to stay in operations and provide jobs and services to California residents during the COVID-19 pandemic;

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 2021-2022 State Legislative Program SUPPORT for Assembly 
Bill 286 (Gonzalez) which would cap fees charged to restaurants at 15 percent of the menu-listed price of an online order, 
not including taxes, gratuities, and any other fees or costs that may make up the total amount charged to the customer, and 
additionally require food delivery apps to give their customers and partnered restaurants an accurate, clearly identified and 
itemized cost breakdown of each transaction.
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