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City Hall Needs to Hear Our Voice!
Tell Us How You Would Fix LA

O

ur campaign is changing how the
community, labor and religious
leaders work together to Fix LA. The
mayor created a budget, but our
communities haven’t had a chance to
weigh in. Now, it’s our turn.

Our goal is to have community members participate in a discussion about
their concerns with the proposed LA
City budget, community budget priorities and a plan of action to make our
voice heard at city hall.
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Introduction
The financial upheaval of the last few years, caused largely by
unchecked Wall Street greed1, has led to more than four million
American families losing their homes.2
More than 50,000 of these homes were in the City of Los Angeles,
where vacant foreclosures unattended by banks have become a
magnet for blight and illicit activities that destabilize neighborhoods3
and force LA taxpayers to pick up a tab estimated at $1 billion.4
Many cities, including Los Angeles, passed laws promising stiff
fines for banks that allowed their foreclosed properties to turn into
neighborhood nuisances.
But, unlike many other cities, Los Angeles has never used its law to fine
a single bank.
Not once.
Today, you see an example of a bank-owned property that has become
a public nuisance.
Today, we demand immediate action to hold banks accountable for
trashing neighborhoods.
1
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3
4

Financial Crisis Inquiry Commission Report, Page xviii. (online at www.gpo.gov/fdsys/pkg/
GPO-FCIC/pdf/GPO-FCIC.pdf).
www.corelogic.com/research/foreclosure-report/national-foreclosure-report-april-2013.pdf
Los Angeles Department of City Planning, “Housing Element:  2013-2021,” (online at http://
planning.lacity.org/HousingInitiatives/HousingElement/Text/HousingElement_20140321.
pdf).
Los Angeles Department of City Planning, “Housing Element: 2013-2021,”
available at http://planning.lacity.org/HousingInitiatives/HousingElement/Text/
HousingElement_20140321.pdf
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Costs of Wall Street Banks vacant
foreclosures to LA neighborhoods and
taxpayers add up
Foreclosures require increased City services, draining public
budgets
When banks foreclose on homes, they lower property value and
property tax revenue but they also drain public resources at the
local level. In fact, a single foreclosure can cost nearly $20,000.* Local
government agencies have to spend money and staff time on blighted
foreclosed properties, providing maintenance, inspections, trash
removal, increased public safety calls, and other code enforcement
services. For example, violent crime increases 2.33 percent for every
1 percent increase in foreclosures.5 Additional foreclosure costs include
sheriff evictions, providing transitional assistance and shelters, and other
safety net support to families.
Responding to these needs is a gargantuan task that involves multiple
agencies and multiple levels of local government. The costs to
taxpayers add up very quickly to $19,229 per foreclosure and potentially
much higher.6 That puts the cost to taxpayers in the City of Los
Angeles, with 50,000 foreclosures since the Wall Street crash, at
$1 billion.
A National League of Cities survey found that foreclosures and the
declining housing market are among the leading causes of fiscal budget
crises. As a result, cities are hard-pressed to pay for services like libraries,
parks, police and fire.7

*
5
6
7
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Cost per foreclosure of $19,229 based on U.S. Joint Economic Committee report using
estimates The Municipal Cost of Foreclosures: A Chicago Case Study.
www.nw.org/network/neighborworksprogs/foreclosuresolutions/reports/
documents/7ForeclosureImpacts.pdf
“The Impact of Foreclosures on Families and Communities,” The Urban Institute (online at
www.urban.org/UploadedPDF/411909_impact_of_forclosures.pdf).
CA Board of Equalization, CA Property Tax Oveview (online at www.boe.ca.gov/proptaxes/
pdf/pub29.pdf).
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Foreclosures erode local tax bases and revenues, impacting
services for everyone
As housing values decline, state and local governments also feel the
burden. As property values plummeted, Los Angeles communities
have lost hundreds of millions of dollars in property tax revenue.8 The
reduction in property values has hurt the tax bases that support local
budgets.
In the Spring of 2012, teams of local activists working with the Alliance
of Californians for Community Empowerment (ACCE), SEIU Local 721
and other community groups visited 4,000 residential properties in
foreclosure and judged that 906 of them were blighted, 271 of them
severely so. Their report, “Banks Make Bad Neighbors,” estimated that
the City could have been using its blight foreclosure ordinance to
collect up to $45.7 million in fines. All major mortgage lenders were
implicated, including: Bank of America, BNY Mellon, Wells Fargo, JP
Morgan Chase U.S. Bank, Deutsche Bank, Fannie Mae, Freddie Mac,
GMAC, and HSBC Bank.9
In summer 2012, the Los Angeles Conservation Corp (LACC) also spent
time documenting blight within the City, and similar to the findings of
ACCE, and SEIU Local 721, discovered a “pervasive failure by banks to
meet their legal obligations under the L.A. Foreclosure Ordinance to
maintain” properties in foreclosure.10 LACC identified 447 properties
with one or more of the following conditions: open or broken doors
or windows, garbage or debris on property, overgrown grass or
vegetation on property, possibly abandoned vehicles on premises,
and properties marred by graffiti.11 Community activists revisited 340
of the 447 properties identified by LACC as showing some form of
blight and reported that 90 of those properties exhibited serious blight
conditions.12

8
9
10
11
12

Property tax losses were estimated using lost home values (foreclosed and impacted
homes as described in prior section) and effective tax rate of 0.61 percent from the U.S.
Census and Tax Foundation.
ACCE, GJLA, and SEIU Local 721, Banks Make Bad Neighbors (June 4, 2012) (online at
http://clkrep.lacity.org/onlinedocs/2012/12-0647-S1_pc_06-04-12.pdf).
Good Jobs LA, Final Report on LACC Summer Blight Survey Program (Oct. 26, 2012).
Id.
Id.
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Other Cities Holding Banks Accountable—
Just Three Cities Have Collected Over
$15 Million in Fines
When the foreclosure crisis began in 2007, the fast-growing city of Chula
Vista, half way between Downtown San Diego and Tijuana, was hard
hit and became the pacesetter in efforts by cities around the country
to keep foreclosures from breeding decay. It was the first locality in the
nation to compel banks to register homes they were foreclosing upon
and maintain them to neighborhood standards under penalty of steep
fines.13 In the first year, the city fined banks $850,000.14
The City of Riverside followed in 2008, putting together a special code
enforcement team dedicated to holding banks responsible. Riverside
billed banks $7 million in the first two years for failing to maintain
vacant, foreclosed homes.15
Los Angeles officials talked about what to do for years as the foreclosure
crisis intensified and devastated some neighborhoods in the southern
and eastern parts of the city and in parts of the San Fernando Valley.16
Then, in 2010, they passed an ordinance they said was modeled after
Chula Vista’s. Like Chula Vista’s Los Angeles’ ordinance required banks
to register their properties for $155 and maintain them or face $1,000
per day fines. It would become evident, however, that LA’s ordinance
was crippled from the beginning.
Banks Did Everything Possible to Undermine the Law
As city lawmakers wrestled in 2009 with how to write the law, two of
the nation’s largest banks —Bank of America and Wells Fargo—lobbied
successfully for a provision that would make it difficult for the law to get
off the ground. They convinced the city to modify the requirement that
banks register their foreclosures so that city officials would know whom
to go after if properties fell into disrepair—exempting all foreclosures
already registered with an industry-controlled dysfunctional system
called the Mortgage Electronic Registration System, or MERS.
13
14
15
16
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Chula Vista Municipal Code (online at www.codepublishing.com/ca/
ChulaVista/?ChulaVista15 ChulaVista1560.html).
National Mortgage News, March 12, 2012, “Ordinances Getting Costly,” by Kate Berry.
Riverside Press Enterprise, May 24, 2012, “Foreclosure Team Cleans Up,” by Alicia
Robinson.
Los Angeles Department of City Planning, “Housing Element: 2013-2021,”
available at http://planning.lacity.org/HousingInitiatives/HousingElement/Text/
HousingElement_20140321.pdf, Page I-49.
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In reality, MERS was created in the 1990s for a completely different
purpose—to speed transactions when mortgages changed hands,
which they were doing more and more frequently as banks packaged
and sold large groups of them—many of them toxic—to investors
around the world. The practice of recording these mortgage transfers
in a private database rather than in public land records allowed banks
to avoid paying recording fees to county governments. “By creating
this bizarre and complex end-around of the traditional public recording
system,” New York state’s attorney general said in a 2012 lawsuit against
Wells Fargo, Bank of America and others, the banks saved themselves $2
billion.17
Not surprisingly, the banking industry’s promises that MERS’ could
give the city the information it needed were incorrect. The Coalition
for LA City Unions and the Alliance of Californians for Community
Empowerment (ACCE) successfully convinced the City Council to rescind
the MERS exemption at the end of 2012.
Relying on MERS was a costly mistake. According to the private real
estate information company, Realty Trac, 21,000 residential properties in
the city were in foreclosure in early 2012. But only 4,000 were registered
with the city. The official in charge of the city’s registry, Valerie Nettles,
admitted that most of the 17,000 missing properties were MERS
properties. Exempting them cost the city—and saved the banks—as
much as $2.78 million per year in registration fees.18
The Los Angeles ordinance exempted banks from even having to
register most of their properties and provided no practical way to fine
them if they allowed their properties to fall into disrepair. Although
residents repeatedly complained and documented outrageous
violations, Los Angeles did not use its law to fine a single bank.
Instead, the financially hard-pressed city cut back on services to
neighborhoods while giving up opportunities to collect tens of millions
of dollars in fines from banks and to help safeguard quality of life in the
neighborhoods most affected by the crisis.
The city’s lack of an effective response to the foreclosure crisis raises
grave questions about the extent to which banks have dominated
neighborhood concerns at City Hall.

17
18

Reuters, New York Sues Banks over Electronic Mortgage System (Feb. 3, 2012) (online at
www.reuters.com/article/2012/02/03/us-banks-mortgages-idUSTRE8121BI20120203.)
Communications with Valerie Nettles, LAHD official, GJLA Researcher Ben Foster; and
LAHD reports (Jan. 1, 2012 – April 5, 2012).
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Los Angeles’ Program Has Not Been
Adequately Funded
When the ordinance was conceived, the City Council assigned the
job of registration to the Housing Department (LAHD) and the job
of enforcement to the Building and Safety Department (DBS). That
division of labor meant that any registration fees collected by Housing
would not be available to fund blight inspections and enforcement
by DBS. Thus, although there is currently a surplus of $3.2 million in
the Foreclosure Registry Fund due to registration fee collection,19 that
money is not accessible by DBS for enforcement purposes.
Early last year, the Coalition of LA City Unions suggested this problem
could be solved by transferring the registration fees collected by
LAHD to DBS so that the Department responsible for enforcing the
maintenance portion of the ordinance has the resources needed to
do that enforcement. The transfer made it into the city’s budget for
this year20 and the City Council approved a plan to use it to hire six
inspectors who would engage in proactive, rather than complaintbased, enforcement.
However, a formal amendment to the original ordinance, authorizing
a proactive approach, has never been passed and the additional
inspectors have not been hired.21
And that brings us to today, 4 years after the process was begun, Los
Angeles has not collected a penny in fines from banks, despite being
one of America’s foreclosure capitols. Richmond, Riverside, Oakland and
Chula Vista have collected well over $15 million during the same period.
It’s time to make the banks pay for the costs of cleaning up their mess.

19
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Los Angeles City Council, Communication (June 5, 2013) (C.F. 12-0647-S1) (online at http://
clkrep.lacity.org/onlinedocs/2012/12-0647-S1_CA_06-05-13.pdf).
“Proactive Enforcement of the Los Angeles Foreclosure Registry,” Report of the Chief
Legislative Analyst, May 17, 2013. (online at http://clkrep.lacity.org/onlinedocs/2012/120647-s1_rpt_cla_5-17-13.pdf).
City of Los Angeles, 2013-14 Proposed Budget: Supporting Information for the Budget and
Finance Committee (Apr. 2013) (online at http://cao.lacity.org/budget13-14/2013-14Supp_
Info.pdf).
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