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The City of Los Angeles” Rent Stabibeation Ordinance (LARSO) was designed to protect tesams from excessive rent
mcreases while allowszg landlords & reasonable return ce their investmeats. Under the LARSO, there are two types of
increases: the panual rent increase and increases for additional senants, and increases that require departiseatal appeoval,
such as capizal improvements, seismic woek and rehabilitation, and Just and Reasonable (J & R) rent increases. The Just &
Reasasable Program is & mechanism 1o cbtain a faur retum on the landlord’s investmest i rentad peoperty. It compures the
Net Income froe the first year foe which recoeds are avallable with e Net Income in the current year, If the bussmes is
carrestly unprofitable compared with its flest year of operation, 2 permancss remt inceease adjusted for iaflation may be
permitiad 10 be sddod 10 the rent %o impeove the peoperty’s peofitabulity and permit a fer retum on the ownie's inEl=cet. .
threugh fodenad, stne, and Jocal policses.

Usder the United Sttes and Califomia Corscnoticas, investors, including invesiors in residential rental property, are
entitied 10 "4 Gair and ressonable retum on Beir investment.” In the context of comrols on residential rentals, the Courts
have determined that 2 goversmest regalation does not prevent a fair and reasonable retarn 50 loag 2s the regulation itsell
docs not prevent the owner-investor from collecting &8 amount of rent suflicient 1o cover the owner's costy of operation,
the servicing of reasonable fosscing, sad ot least sugme profil.

Presently, usder existing LARSO regelations, only a minimal smount of lesdlords petition 1 use the J & R peogram. This
may be dee 10 suflicent profit masging, bt anecdotally, hindlords Bave shased Bat e application process is confising,
cumbersome, incllicient and oflen Selayad. Wi 2 forcoming change i the LARSO aanual remt increase fomsula, the
City should ensure that existing reliel programs like J & R are being saximized.

I THEREFORE MOVE that @ City Councsl imstruct the Los Angeles FSSSINE Depastment 10 report back within 15
days cn Bir return petitios procedures from other jursdictions inchuding the cities of Pasadens, Cudahy, and Alameda,
and Los Angeles County Bhat are less burdensome on lasdloeds than the City of Les Asgeles” current program, includag
due 10 3 more streamlined application peocess, appropriste prograess guidelines, greater responsivensss from ity stafl, and
efficient program management and data synthesi.

I FURTHER MOVE that the City Council instrect the Los Angeles Housing Deparuascat 5o report back witkes 15 days o
work with ¢ Rest Adjustment Coemmission (RAC) w update the existing Rent Adpustment Conunisaicn Guidelses
poverning the Just and Reasonable Rent Iacrease Prograes baved ca best practsces from other panisdictions sad conduct an
cutreach campaign to imform landlords on how o utilize the peogram and other oot recmbursement provissons of the RSO
in order to ensure 3 fair retum on their rental waits, and 1o create & sew position authority through the Measure ULA
Staffing Plan in the Regulatory Code axd Compliance Bescuu 1o adessuster s woek peogram.

P —1
PRESENTED n\ﬁﬂ%\&\ W\ ==
NITHYA N

Councilmembes, 4th District

SECONDED B{W\”_

VML

W 05 S

ORIGI



