California
Fair Political
Practices Commuission

Octcber 27, 1987

Roger Picquet

City Attorney

City of San Luils Obispo

Post Office Box 8100

San Luis Obispo, CA 93403-8100

Re: Your Request for Advice
Our File No. A-87-233

Dear Mr. Picquet:

You have written on behalf of San Luis Obispc Mayocr Rcn
Dunnin to request our advice regarding his duties and
obligations under the Political Reform Act 1/ with regard to
proposed changes in the city's mobile home rent control
crdinance.

QUESTION
May Maycr Dunnin participate in the city ccuncil's
deliberations regarding various proposed changes in the city's

existing mobile home rent control ordinance?

CONCLUSION

Mayor Dunnin will be able to participate in most of the
pending decisions on proposed modificatiocns to the ordinance
because his interests will not be affected in a manner which is
distinguishable from the effect upon a significant segment of
the public. However, some decisicns might affect his long-term
leasehold interest. If it is reasonably foreseeable that those
decisions will have a material financial effect on his
leasehold interest, then his disqualification would be
required. The number of mobile home park residents similarly
affected (i.e., on lcong-term leases) does not constitute a
significant segment of the public.

1/ Government Code Sections 81000-91015. All statutory
references are to the Government Code unless otherwise
indicated. Commission regulations appear at 2 California
Administrative Code Secticn 18000, et seq. All references to
regulations are to Title 2, Divisicn 6 of the California
Administrative Ccde.
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FACTS

In 1982, the city adopted a mobile home rent control
ordinance llmltlng the amount by which mobile home space rents
could be increased over a certain base rent level. In 1986,
Mayor Dunnin purchased a mobile home and moved into a mobile
home park in the city. He entered into a long-term (in excess
of 12 months) lease. Specifically, he took over a 5-year lease
which now has two years remaining on its current term.

Mayor Dunnin's space rent is $136.00 per month; his mobile
home coach is worth $103,000.

The city has 13 mobile home parks, with a total of 1,515
spaces. Approximately 2,300 people reside in the mobile homes
in these parks. The April 1987 population for the city is
38,500 persons residing in 15,939 dwelling units. The average
vacancy rate for non-mobile home dwellings is 5.25% The
vacancy rate for mobile home parks is almost zero.

There is one mobile home park in the city which has been
converted to condominium-style space ownership. Consequently,
it is not subject to the mobile home rent control ordinance.
That park has 235 spaces and approximately 438 residences. 1In
addition, spaces in the other 12 parks which are covered by
long~term leases are also not directly subject to the rent
control ordinance. These total approximately 460 spaces, with
approximately 700 residents. However, once the leases expire,
unless new long-term leases are entered into, the space would
then come under the rent control ordinance's provisions.

The city's mobile home rent control ordinance established a
five-member rent review board. That board has made a series of
recommendations to the city council for modifications to the
mobile home rent control ordinance. One of the changes
considered, and acted upon by the council, was the substitution
of the council for the rent review board. However, a number of
other changes are pending before the council for its
consideration. When several of these items were considered by
the council, it was deadlocked 2 to 2, with Mayor Dunnin
disqualifying himself pending this request for advice.

One of the major items before the council is adoption of a
formula and methodology for calculating the "reasonable rate of
return" to be allowed to park owners. This will affect the
level of future rent increases for those spaces for which rents
are controlled. Other major items include decontrol of rents
in parks which have a certain percentage of tenants on
long-term leases (so-called "safe harbor"): and vacancy
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decontrol, with or without some limit on the amount of increase
which can occur upon a change in ownership. Another lesser
item is the issue of whether utilities should be transferred
from rents (with an offsetting reduction) and billed
separately; this relates primarily to water service.

ANALYSIS

The Act requires that public officials disqualify
themselves from making, participating in making, or using their
official positions to influence decisions in which they have a
financial interest. (Section 87100.) An official has a
financial interest in a decision if it will have a reasonably
foreseeable material financial effect, distinguishable from the
effect on the public generally, on the official or a member of
his or her immediate family or on:

(b) Any real property in which the public
officilal has a direct or indirect interest worth one
thousand dollars ($1,000) or more.

Section 87103(b).

Leasehold Interest in Real Property

Mayor Dunnin's long-term lease represents an interest in
real property worth $1,000 or more. (Section 82033; Regulation
18233; and In re Overstreet (1981l) 6 FPPC Ops. 12, copies
enclosed.) Since two years remain on his lease, the monthly
rental rate of $136 multiplied by the number of months
remaining on the lease is greater than $1,000.

Hence, if it is reasonably foreseeable that decisions on
the modifications to the mobile home rent control ordinance
will have a material financial effect on the mayor's leasehold
interest, disgqualification will be required unless a
substantial segment of the public will be affected in
substantially the same manner. (Section 87103; Regulation
18703.) The standard for determining materiality of a
foreseeable financial effect on an interest in real property is
found in Regulation 18702 (b) (2), as follows:

(2) Whether, in the case of a direct or indirect
interest in real property of one thousand dollars
($1,000) or more held by a public official, the effect
of the decision will be to increase or decrease:

(A) The income producing potential of the
property by the lesser of:
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1. One thousand dollars ($1,000) per
month; or

2. Five percent per month if the
effect is fifty dollars ($50) or more per
month; or

(B) The fair market value of the property
by the lesser of:

1. Ten thousand dollars ($10,000); or

2. One half of one percent if the
effect is one thousand dollars ($1,000) or
more.

Regulation 18702 (b) (2).

There are two possible effects upon Mayor Dunnin's real
property interest. One would be on the rent he pays; however,
because he has a lease, the proposed changes would not affect
the amount which he pays during the balance of the lease.

Hence, subdivision (A) of the quoted regulation would not apply.

The other effect would be on the value of the leasehold
interest should he decide to transfer the balance of the term
to a purchaser of his mobile home coach. It is at least
conceivable that some of the proposed changes in the rent
control ordinance might possibly affect the value of the
residual in his leasehold interest by $1,000 or more. (See
Advice Letter to David Benjamin, No. A-86-149, copy enclosed.)
However, in order for a financial effect to be considered
"reasonably foreseeable" it must be more than a mere
possibility, although it need not be a certainty. (In re
Thorner (1975) 1 FPPC Ops. 191, copy enclosed.) You and Mayor
Dunnin are in a much better position to analyze the reasonably
foreseeable effects on the value of his leasehold interest in
his space. Whether or not he wishes or plans to transfer his
interest is not what is important. It is the effect upon its
fair market value which matters. (See In re Legan (1985)

9 FPPC Ops. 1, copy enclosed.)

Assuming that you conclude that the reasonably foreseeable
effect upon his leasehold interest will be $1,000 or more from
any one of the decisions involved, then disqualification would
be required as to his participation in that particular decision
(e.g. vacancy decontrol, etc.), unless his leasehold interest
will be affected in a manner which is substantially similar to
the effects upon a significant segment of the public.
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In your letter and in our subsequent conversations on the
telephone, you have stated that approximately 460 spaces in 12
mobile home parks are on long-term leases. Of these, 300 are
in Mayor Dunnin's park, with only 160 being scattered among the
remaining 11 parks. Furthermore, the long-term leases in his
park were negotiated en masse; therefore, they all have the
same provisions and have the same date of expiration. We
assume that these terms are different from those of the other
160 long-term leases in at least some respects.

Consequently, it is our conclusion that any effects upon
the value of Mayor Dunnin's leasehold will be distinguishable
from the effects on the public generally or on a significant
segment of the public. (See In re Overstreet, supra; and
Regulation 18703, copy enclosed.) This conclusion would not be
changed even if the terms of the other 160 long-term leases
were the same as those in Mayor Dunnin's park. A total of 460
households within a city of 15,939 households does not
constitute a significant segment of the general public.2/ (see
In re Ferraro (1978) 4 FPPC Ops. 62, copy enclosed.)

Economic Interest in His Coach

In addition to the interest in real property represented by
the Mayor's long-term lease, he has an economic interest in his
coach; it is an asset of his. An issue has been raised as to
whether the various decisions about rent control would
foreseeably affect the value of his coach in a material
manner. Again, it is possible that some of the decisions might
have such an effect.

It is frequently argued that the existence of rent control
with respect to a mobile home space will result in an

2/ 7This is because, contrary to the conclusion in In re
Overstreet, a month-to-month tenancy is no longer considered an
interest in real property. (Regulation 18233.) Consequently,
the approximately 820 mobile home households in San Luis Obispo
which are in spaces that are neither condominium owned nor
subject to long-term leases do not have an "interest in real
property." Therefore, they cannot be considered part of the
segment of the public which will be affected in substantially
the same manner as Mayor Dunnin. As stated above, we have
concluded that the segment of the public which is similarly
affected is too small to be considered to be a significant
segment within the meaning of Regulation 18703. (See
generally, In re Legan, supra.)
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appreciation in the value of the coach which sits on the space
when it is transferred to a new owner. The theory is that the
lower and more stable the space rent, the more the acquiring
tenant can afford to pay for the coach which sits on that
space. The converse of that theory is that the greater the
rent or the more unstable the rent, because it is not in any
way controlled, the less the acquiring tenant is going to be
willing to pay. This is because, unlike an apartment renter, a
mobile home tenant cannot just pick up and move out in order to
avoid a rent increase. (See generally, Civil Code Sections
798, et seq.)

We take no position on the accuracy or inaccuracy of the
theory or on its specific application in the community of San
Luis Obispo. In the Coughlan letter No. A-82-036, copy
enclosed, which preceded the amendment to the first paragraph
of Section 87103, we concluded that an effect on the value of a
mobile home could not form the basis for disqualification.3
However, we now must conclude that if an effect on the value of
Mayor Dunnin's coach of $250 or more is reasonably foreseeable
as a result of any of the decisions on modifications to the
mobile home rent control ordinance, then he must disqualify
himself as to that decision, unless it also will have such an
effect on a significant segment of the public generally. The
coach is an asset of Mayor Dunnin. (See Regulation
18702.1(a) (4), copy enclosed.)

In this instance, it would appear that all of the owners of
coaches which are located in the mobile home parks in San Luis
Obispo which are not condominium owned would be affected in
substantially the same manner. This would be approximately
1280 households in a total of 12 parks. This would seem to be
a large enough and diverse enough segment of the public to be
considered to be significant. (See In re Ferraro, supra; In re
Overstreet supra; and Advice Letter to Paul Morgan, A-81-507.)
Consequently, Mayor Dunnin's disqualification would not be
required as to decisions affecting the value of the coaches of
all of these households in a similar manner.

Because of his park's particular situation with respect to
long-term leases, the "safe harbor" issue may affect his park's
households in a manner which is distinguishable from the effect
upon other parks' households. If that is determined to

3/ We concluded that a mobile home did not constitute an
interest in real property. The prior version of Section 87103
did not include effects upon assets or income of the official.
As amended, effects upon an official are covered.
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be the case, then Mayor Dunnin's disqualification would be
required on that issue, provided that it is determined that the
reasonably foreseeable effect would be material (i.e., at least
$250). (See In re Overstreet, supra.)

Lastly, we must consider the potential long-term effect on
Mayor Dunnin's space rent which may result from the proposed
changes in the mobile home rent control ordinance. Even though
his rent for the next two years will not be affected because he
is on a lease, the changes in the rent control ordinance might
affect his rent level in the future, once the lease term has
expired. If you and Mayor Dunnin conclude that it is
reasonably foreseeable that his future rent will be affected by
at least $250 per year, up or down, by any of the decisions on
the proposed modifications in the rent control ordinance, then
disqualification would be required unless a similar effect will
occur on a significant segment of the population. (Regulation
18702.1(a) (4).)

Unlike the effects upon his leasehold interest, these
future effects upon rent levels will affect all mobile home
park households in San Luis Obispo, with the exception of the
one condominium park. Consequently, it appears to us that
there would be a significant segment of the public which would
be affected in substantially the same manner. (Regulation
18703.) Consequently, Mayor Dunnin would not likely be
disqualified on the basis of possible future rent increases
following the termination of his lease because these effects,
if any, would be shared by all of the other mobile home park
households in the city.

I trust that this letter adequately responds to your
questions on behalf of Mayor Dunnin. Obviously, because you
and he are much more familiar with the local situation and can
determine the facts regarding certain of the arguments being
made, you are in a better position than we are to resolve some
of the remaining questions.4/ However, if you determine the
facts and wish further guidance or if you have questions
regarding the advice contained in this letter, please do not
hesitate to contact this office for further assistance. I
understand that these questions will likely come before the

4/ The commission in its advice-giving role does not
function as a fact-finder. See In re Oglesby (1975) 1 FPPC
Ops. 71, fn. 6 at 77, copy enclosed.
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city council again in late November. I may be reached by
telephone at (916) 322-5901.

Sincerely,

Diane M. Griffiths
General Counsel

R ele

By: Robert E. Leidigh
Counsel, Legal Divi&ion

DMG:REL:plh
Enclosures



California
Fair Political
Practices Commission

September 10, 1987

Roger Picquet
City Attorney
P.0O. Box 8100
San Luis Obispo, CA 93483-8100

Re: 87-233

Dear Mr. Picquet:

Your letter requesting advice under the Political Reform
Act was received on September 9, 1987 by the Fair Political
Practices Commission. If you have any questions about your
advice request, you may contact Robert Leidigh, an attorney in
the Legal Division, directly at (916) 322-5901.

We try to answer all advice requests promptly. Therefore,
unless your request poses particularly complex legal questions,
or more information is needed, you should expect a response
within 21 working days if your request seeks formal written
advice. If more information is needed, the person assigned to
prepare a response to your request will contact you shortly to
advise you as to information needed. If your request is for
informal assistance, we will answer it as quickly as we can.
(See Commission Regulation 18329 (2 Cal. Adm. Code Sec. 18329).)

You also should be aware that your letter and our response
are public records which may be disclosed to the public upon
receipt of a proper request for disclosure.

very truly yours,

N i e}
"~ : L R A PN
R T B

Diane M. Griffiths
General Counsel

DMG:plh
cc: Ron Dunin, Mayor

e ,?; R

428 ] Stréet, Suite 800 ® P.O. Box 807 @ Sacramento CA 95804-0807 & (916)322-5660
treet, Suite 800 @ P.O. Box 807 @ Sacramento LA 75804-U6U7 & 1720) 2220000
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990 Palm Street/Post Office Box 8100 ¢ San Luis Obispo, %934@3-80;.

{805} 545-7140

September 4, 1987

John G. McLean

Counsel, Legal Division

California FRair Political Practices Commission
428 "J" Sireel, Suite 800

P. 0. Box 807

Sacramento, CA 85804-080%

Re: Reguest for Written Oninion and Advice Reparding Conflict of
Interest on Behalf of Mavor Ron Dunin

Dear Mr. McLean:

I have been asked by the Mavor of San Luis Obiepo., Ron Dunin, to obtain a
formal written opinion and advice regarding a possible conflict of
intervest regarding mobilehome rent contrel. Mayor Dunin owns and lives in
a mobilechome and in November or December of 1987 the Council will consider
a series of recommendations from its former Mobilehome Rent Review Board
regarding the existing wobilehome rent control regulations. Some of the
recommendations concern relatively minor technical or procedursl
provisions, others address more substantive areas such as selection of a
method for determining a "just and reasonable rate of return” on
applications for rent increases. These recemmendations were previously
considered by Council earlier this year. No zction was taken due to a 2-2
tie. Mayor Dunin had stepped down based on his determination that the
appearance of a conflict of interest existed.

Background:

The City of San Luis Obispo adopted mobilehome rent control in 1962, A
copy of the existing mobilehome rent contrel regulations is attached as
Exhihit "A" (Chapter 5.44 of the San Luis Obispo Municipal Code). There
have been minor amendments over the past 5 vears. The original
regulations provided for a 3-member Mobilehome Rent Review Board to hear
applications for rent increases based on "hardshipn” (park owner unahle to
ebtain a just and reasonable return on his property) and other matters.
The first such application was heard in 1983, and thers have been
aporoximately four hardship reguests since, In addition, one mobileboms
park has undergone copversion to a condominium form of ownership and is
not affected by rent control. In 1983 and 1984 several miunor awmendments
{such as increasing the number of Review Beard members from 3 to 5) were
adopted by Council. The Council also directed the Review Board to study
and recommend possibhle changes to the reguiations. [t is this package of
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recommended amendments which came before the Council in 1%87.

the Counci) staff report listing the areas to be considered is attached as

Exhibit "B". Prior to stepping down at that heaving, Mavor Dusnin had
always participated on mobilehome matters either because he had not vet
moved or due to the fact he had concluded that it was not veasonably
foreseeable that the particular decisiocn would have inai
affect.
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Mavor Dunin puvchased a mobilchome and moved into a mobilehome park in
1986. He entered into a long-term (in excess of 12 months! leasze. Mavor
Dunin's park has 100% of its spaces under long-term lvwvws‘ The rent
control regulations exempt spaces under long-term leases from rent
control. The monthly space rent for Maver Dunin is $Au G.30 and the value
gf his mobilehome coach is $103.000. The City has 13 mobilehome parks
with a total of 1.51% ¢paces (with one dwelling unit per sy {The
vacancy rate for mobilehome parks in the City is VJrLuaily nil). There
are in effect 1.515 mobilehome dwelling units and 2,300 mobilehome
residents in San Luis Obispo. A4As noted above, condominium parks are
excluded from rent control and the only such park in San Luls Obispo has
235 spaces and approximately 438 residents. Of the remaining 12 parks,
approximately 460 spaces (with approximately 700 reszidents} are on
long-term leases and not under rent contrel {(of course, upon expiration
and failure to renew lease the space would be subject to rent control
regulations). The April 1987 population for the Cityv of San Luis Obispo
iz 35,500 and there are 15,939 dwelling units (households) in the city,
The average vacancy rtate (for non-mobilehome dwelling units) is 5.25%.

its of

o

At the Council hearing in May of 1987 both proponents and oppo
rent control testified that a total repeal of mobilehome rent control
would reduce the value of coaches by "several thousand dollars” (estimates
varied considerabliy). Although it is difficuit to ascertain exactly the
financiai impact on an individual coach owner and tenant if some of the
specific Board recommendations were implemented, it is generally conceded
that the different methods used to determine a2 "Jjust and reasonable rate
of return” for a hardship application can result in a substantial
difference in allowable rent.

it would be appreciated if vour review of ¢
Mayor Dunin “amiliar Wltb FPPC file #1-87-181
; [ Pe Ving with cmnfl%ci  interest inquivies in

; ely

ided in nfortunat

his matter comld be expedited.
{Shaw} and letter of




John ean
Septe 198%

the facits in those cases differ with those in the presept matter and the
ant law makes it difficelt to come te a firm
f

complexity of the rele 1
i zbout the istence of a conflict of interest.

conclusi

Feel free to call we if vou desire ciarification of anv of the {ants set
tforth in this letter or any additional inforuwation.

Very truly vours,

oger Fieaguet
City A¥torney &

BP:air

Enclasures

c: Mayor Ron Dunin (without attachments)
John Dunn, City Administrative Officer (without attachments)
Pam Voges, City Clerk (without attachments)
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990 Palm Street/Post Otffice Box 8100 » San Luis Obispo, G4 B34§3-81901 0 1ni' §7
(805) 549-7140

September 4, 1987

John G. McLean

Counsel, Legal Division

California Fair Political Practices Commission
428 "J" Street, Suite 800

P. 0. Box 807

Sacramento, CA 95804--0807

Re: Request for Written Opinion and Advice Regarding Conflict of
Interest on Behalf of Mayor Ron Dunin

Dear Mr. McLean:

I have been asked by the Mayor of San Luis Obispo, Ron Dunin, to obtain a
formal written opinion and advice regarding a possible conflict of
interest regarding mobilehome rent control. Mayor Dunin owns and lives in
a mobilehome and in November or December of 1987 the Council will consider
a series of recommendations from its former Mobilehome Rent Review Board
regarding the existing mobilehome rent control regulations. Some of the
recommendations concern relatively minor technical or procedural
provisions, others address more substantive areas such as selection of a
method for determining a "just and reasonable rate of return” on
applications for rent increases. These recommendations were previously
considered by Council earlier this year. No action was taken due to a 2-2
tie. Mayor Dunin had stepped down based on his determination that the
appearance of a conflict of interest existed.

Background:
The City of San Luis Obispo adopted mobilehome rent control in 1982. A

copy of the existing mobilehome rent control regulations is attached as
Exhibit "A" (Chapter 5.44 of the San Luis Obispo Municipal Code). There
have been minor amendments over the past 5 years. The original
regulations provided for a 3—member Mobilehome Rent Review Board to hear
applications for rent increases based on "hardship” {park owner unable to
obtain a just and reasonable return on his property) and other matters.
The first such application was heard in 1983, and there have been
approximately four hardship requests since. In addition, one mobilehome
park has undergone conversion to a condominium form of ownership and is
not affected by rent control. In 1983 and 1984 several minor amendments
(such as increasing the number of Review Board members from 3 to 5) were
adopted by Council. The Council also directed the Review Board to study
and recommend possible changes to the regulations. It is this package of
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recommended amendments which came before the Council in 1987. A copy of
the Council staff report listing the areas to be considered is attached as
Exhibit "B". Prior to stepping down at that hearing, Mayor Dunin had
always participated on mobilehome matters either because he had not yet
moved or due to the fact he had concluded that it was not reasonably
foreseeable that the particular decision would have a material financial
effect.

Mayor Dupnin purchased a mobilehome and moved into a mobilehome park in
1986. He entered into a long-term {in excess of 12 months) lease. Mayor
Dunin's parf—ﬁés 100% of its spaces under long-term leases. The rent
control regulations exempt spaces under long-term leases from rent

control. The monthly space rent for Mayor Dunin is $136.00 and the value
of his mobfilehome coach is $103,000. The City has 13 mobilehome parks
with a total of 1,515 spaces (with one dwelling unit per space). (The

vacancy rate for mobilehome parks in the City is virtually nil). There
are in effect 1.515 mobilehome dwelling units and 2,300 mobilehome
residents in San Luis Obispo. As noted above, condominium parks are
excluded from rent control and the only such park in San Luis Obispo has
235 spaces and approximately 438 residents. Of the remaining 12 parks,
approximately 460 spaces (with approximately 700 residents) are on
long-term leases _and not under rent control (of course, upon expiration
and faildre to renew lease the space would be subject to rent control
regulations). The April 1987 population for the City of San Luis Obispo
is 38,500 and there are 15,939 dwelling units (households) in the city.
The average vacancy rate (for non-mobilehome dwelling units) is 5.25%.

At the Council hearing in May of 1987 both proponents and opponents of
rent control testified that a total repeal of mobilehome rent control
would reduce the value of coaches by “"several thousand dollars” (estimates
varied considerably). Although it is difficult to ascertain exactly the
financial impact on an individual coach owner and tenant if some of the
specific Board recommendations were implemented, it is generally conceded
that the different methods used to determine a "just and reasonable rate
of return” for a hardship application can result in a substantial
difference in allowable rent.

It would be appreciated if your review of this matter could be expedited.
Mayor Dunin is familiar with FPPC file #1-87-181 (Shaw) and letter of
December 2, 1981 (Peterson) dealing with conflict of interest inquiries in
which the inquiring parties resided in mobilehome parks. Unfortunately.



John G. McLean
September 4, 1987
Page 3

the facts in those cases differ with those in the present matter and the
complexity of the relevant law makes it difficult to come to a firm
conclusion about the existence of a conflict of interest.

Feel free to call me if you desire clarification of any of the facts set
forth in this letter or any additional information.

Very truly yours,

RP:ajr

Enclosures

¢: Mayor Ron Bunin (without attachments)
John Dunn, City Administrative Officer (without attachments)
Pam Voges, City Clerk (without attachments])
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assignation, prostitution, or obscene or harmful
matter. nor shall the use of such language be
interpreted to legalize those types of businesses
which from time to time have been regarded
“per se’’ moral public nuisances. (Ord. 925§ |
(part), 1982: prior code § 4815)

5.40.170  Applicability of provisions to
adult theaters and adult
bookstores.

With respect toadult theaters and adult book-
stores applying for a license and permit under
the terms of this chapter, the council shall make
no determination on such application without
first considering a report of the city attorney
concerning the appropriateness of applying the
standards set out in this chapter. If so advised by
the city attorney that any or all standards set out
in this chapter may not properly be applied to
the adult bookstore or adult theater application,
the council shall not apply such standards. (Ord.
967 § [, 1983: prior code § 4816)

Chapter 5.44

MOBILE HOME PARK
RENT STABILIZATION

Sections:

5.44.010 Purpose and intent.

5.44.020  Definitions.

5.44.030 Exemptions.

5.44.040 Mobile home rent review
board—Established—
Membership—Terms.

5.44.050  Mobile home rent review
board—Powers and duties.

5.44060 Base space rent—
Determination—Allowable
increases.

5.44.070  Application for rent increase—
Fee—Contents—Notice of
request—Hearing.

5.44.080  Application for rent increase—

Conduct of hearing.
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 EXHIBIT "A”

5.44.090 Application for rent increase—
Evaluation—Relevant factors.
Application for rent increase—
Hearing—Determination.
Application for rent increase—
Hearing—Appeal.

Rent increases not made in
conformity with provisions—
Tenant’s right to refuse to pay.
Actions brought to recover
posession of mobile home
space— Retaliatory eviction
grounds for denial.

Owner to provide tenants with
copy of this chapter.

5.44.100
544.110

5.44.120

5.44.130

5.44.140

5.44.010 Purpose and intent.

A. There is presently within the city and the
surrounding areas a shortage of spaces for the
location of mobile homes. Because of this short-
age. there is a very low vacancy rate, and rents
have been for several years, and are presently,
rising rapidly and causing concern amonga sub-
stantial number of San Luis Obispo residents.

B. Mobile home tenants, forced by the lack
of suitable alternative housing, have had to pay
the rent increases and thereby suffer a further
reduction in their standard of living.

C. Because of the high cost and imprac-
ticability of moving mobile homes, the potential
for damage resulting therefrom, the require-
ments relating to the installation of mobile
homes, including permits, landscaping and site
preparation, the lack of alternative homesites for
mobile home residents, and the substantial
investment of mobile home owners in such
homes, this council finds and declares it neces-
sary to protect the owners and occupiers of
mobile homes from unreasonable rent increases,
while at the same time recognizing the need of
park owners {0 receive a suitable profit on their




property with rental income sufficient to cover
increases in costs of repair, maintenance, insur-
ance, utilities, employee services, additional
amenities, and other costs of operation, and to
receive a fair return on their property.

D. This council finds that the present low
vacancy rate and frequent rent increases are par-
ticularly hard upon and unfair to residents of
mobile home parks within the city. Large num-
bers of these residents are senior citizens and
others on fixed incomes who installed their
mobile homes in the city when the present infla-
tionary rent increases could not reasonably have
been foreseen.

E. However, this council recognizes that a
rent stabilization ordinance must be fair and
equitable for all parties and must provide appro-
priate incentives for mobile home park operators
to continue their parks profitably. as well as to
attract additional investors for new parks. (Ord.
923 § | (part), 1982: prior code § 4800)

5.44.020 Definitions.

For the purpose of this chapter. certain words
and phrases used herein are defined as follows:

A. “Capital improvements” means those
improvements that materially add to the value of
the property and appreciably prolong its useful
life or adapt it to new uses. and which may be
amortized over the useful life of the improve-
ment in accordance with the [nternal Revenue
Code and regulations issued pursuant thereto:
provided. that this definition shall be limited to
capital improvements either approved by more
than fifty percent of the tenants in the affected
park or constructed to comply with the direction
of a public agency.

B. “*Mobile home park™ means an area of
land which rents spaces for mobile home dwell-
1ng units.

C. “Mobile home park owner” or “‘owner”
means the owner, lessor, operator or manager of
a mobile home park.

D. "*Mobile home park rent review board™ or
“board” means the mobile home park rent
review board established in Section 3.44.040.

5.44.020—5.44.030

E. “Mobile home tenant™ or “'tenant” means
any person entitled to occupy a mobile home
within a mobile home park pursuant to
ownership of the mobile home or under a rental
or lease agreement with the owner of the mobile
home.

F. “Rehabilitation work™ means any renova-
tion or repair work completed on or in a mobile
home park performed in order to comply with
the direction or order of a public agency. or to
repair damage resulting from fire. earthquake or
other casualty.

G. "“Space rent” means the consideration,
including any security deposits. bonuses. bene-
fits or gratuities, demanded or received in con-
nection with the use and occupancy of a mobile
home space in a mobile home park. or for hous-
ing services provided. but exclusive of any
amount paid for the use of a mobile home dwell-
ing unit. (Ord. 923 § | (part), 1982: prior code §
4801)

5.44.030 Exemptions.

The provisions of thig chapter shall not.apply
to the following tenancies in mobile home parks;

A. Mobile home park spaces rented for non-
residential uses;

B. Mobile home parks managed or operated
by the United States Government, the state of
California, or the county of San Luis Obispo:

C. Tenancies which do not exceed an occu-
pancy of twenty days and which do not contem-
plate an occupancy of more than twenty days:

D. Tenancies for which any federal or state
law or regulation specifically prohibits rent reg-
ulation;

E. Tenancies covered by leases or contracts
which provide for greater than a vear's tenancy,

but only for the duration of such lease or con-

tract. Upon the expiration of or other termina-

tion of any such lease or contract, this chapter
shall immediately be applicable to the tenancy:

F. Mobile home parks which sell lots for fac-
tory-built or manutactured housing, or which
provide condominium ownership of such lots,
even if one or more homes 1n the development

:San Luis Obispo -3
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are rented or leased out. (Ord. 1077 § 1, 1986;
Ord. 923 § | (part), 1982: prior code § 4802)

5.44.040 Mobile home rent review board—
Established—Membership—
Terms.

A. There is established a mobile home rent
review board consisting of five members who
shall be appointed by and serve at the pleasure of
the council.

B. The board members shall not be tenants of
or have any financial interest (as defined by state
law) in any mobile home or mobile home park.
The members shall file a declaration to this effect
with the city clerk in a form approved by the city
attorney.

C. Board members shall not be compensated
for their services as such, but mayv receive reim-
bursements as provided by the council for travel-
ing and other expenses incurred while on official
duty. '

D. Terms of office shall be two vears. A board
member may serve no more than four con-
secutive full terms (eight vears). Terms shall be
staggered and shall commence on April Ist.
Appointment to a partial term of office following
an unscheduled vacancy shall not preclude the
appointee from serving four consecutive full
terms following completion of the partial term.
provided the partial term 1s less than one year.
Vacancies shall be filled for unexpired terms. All
of the procedures and requirements contained in
the council adopted “Handbook for Advisory
Bodies™ shall be incorporated in this section by
reference. (Ord. 1030 § 1. 1984: Ord. 1025 § 1.
1984:Ord. 923§ I (part). 1982: prior code § 4803)
5.44.050 Mobile home rent review board—
Powers and duties.

Within the [imitations provided by law. the
board shall have the tollowing powers and duties:

A. To meet from time to time as required by
the council and to utilize the city offices. facilities
and personnel as needed:

B. To receive, investigate. hold hearings on.
and pass upon the issues relating to mobile home

(San Luis Obispo 1-87)

park rent stabilization as set forth in this chapter.
or to any decreases in, or charges for, services or
facilities;

C. To make or conduct such independent
hearings or investigations as may be appropriate
to obtain such information as is necessary to
carry out its duties:

D. To increase or decrease_maximum rents
upon completion of its hearings and investiga-
tions;

E. Torender followingevery rent review hear-
ing a written report to the council concerning its
activities, holdings, actions, results of hearings.
and all other matters pertinent to this chapter
which may be of interest to the council;

F. To adopt. promulgate, amend and rescind
administrative rules. as it deems appropnate to
effectuate the purposes and policies of this chap-
ter. (Ord. 923 § [ (part). 1982: prior code § 4804)

5.44.060 Base space rent—Determination—
Allowable increases.
A. The *base space rent™ for purposes of this
chapter shall be the monthly space rent charged
as of March 15, 1982. The maximum monthlv

space rent for any space under a lease. upon

expiration of the lease. shall be no more thap the
base space rent on March 15, 1982 plus anv

increases otherwise allowed pursuant to the

provisions of this chapter.

B. Except as otherwise provided in this chap-
ter, the maximum monthly space rent may be
increased no more than once a year by the lesser
of the two following amounts;

|. Eight percent of the then existing space
rent;

2. An increase over the then existing space
rent equal to three-fourths (seventy-five percent)
of the cost of living increase (Bureau of Labor
Statistics, U.S. National Consumer Pnice Index,
Los Angeles/Anaheim/Long Beach CPI-U) for
the preceding twelve-month period.

C. Calculation of the one-year limitation on
rental increases as provided in this section shall
be from the date the last increase became etfec-
tive at the park.




D. No owner shall either (1) demand, accept
or retain a rent of or from a tenant in excess of the

maximum rent permitted by this chapter, or (2)
eftecta prohibited rent | i
general park faciliti ices. (Ord. 1079§ 1,
1986; Ord. 1020 § 1, 1984: Ord. 923 § 1 (part),
1982: prior code § 4805)

5.44.070 Application for rent increase—
Fee—Contents—Notice of
request—Hearing.

A. An owner who has been required to make
expenditures or has incurred costs of such
amounts that he will be unable to make a just and
reasonable return on his property given the max-
imum _increase permitted by Section 5.44.060,

may file with the board an application for a rent
increase for one or more spaces or application to
reduce, or charge for, certain services or facilities,
in either eventreferred to hereinafteras “applica-
tion” or ‘“‘application for rent increase.”

B. Any application for a rent adjustment pur-
suant to this section shall be accompanied by the
payment of a fee as may be established from time
to time by council resolution. The application
shall specify, as applicable, the address of the
mobile home park, the space number or num-
bers for which rent is requested to be adjusted,
the amount of the requested rent adjustment, the
proposed effective date of such adjustment, and
the facts supporting the application. The appli-
cant shall produce at the request of the board any
records, receipts, reports or other documents
that the board may deem necessary for the board
to make a determination whether to approve the
application.

C. The owner shall serve each affected tenant.
in writing, either personally or by mail, with
notice of the rent increase or change in services or
facilities requested and with notice that applica-
tion for approval of same is being filed with the
board. Proof of such service shall be filed with the
board concurrent with the filing of the applica-
tion. Copies of the application shall be available
free of charge to any affected tenants requesting
same at the business office in the affected park.
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D. The board shall set a hearing on the
application complying with the requirements of
this section no less than ten days and no more
than thirty days after receipt of the application
and proof of service. The board shall notify the
owner and tenants, in writing, of the time, place
and date set for the hearing. No hearing or any
part thereof may be continued beyond thirty
days after the initial hearing date, without the
owner’s consent. If the board approves an
application as requested or as modified, the same
shall take effect as noticed by the owner or as the
board may otherwise direct. (Ord. 1077 § 2, 1986;
Ord. 923 § 1 (part), 1982: prior code § 4806)

5.44.080 Application for rent increase—
Conduct of hearing.

A. All review hearings conducted by the
board shall be conducted in accordance with the
Ralph M. Brown Act, at Section 54950 et seq. of
the California Government Code.

B. Allinterested partiesto a hearing may have
assistance from an attorney or such other person
as may be designated by the parties in presenting
evidence or in setting forth by argument their
position. All witnesses shall be sworn in and all
testimony shall be under penalty of perjury.

C. In the event that either the owner or the
tenant(s) should fail to appear at the hearing at
the specified time and place, the board may hear
and review such evidence as may be presented
and make such decisions as if all parties had been
present.

D. Applicant and affected tenants may offer
any testimony, documents, written declarations
or other relevant evidence.

E. Formal rules of evidence shall not applyv.

F. Minutes shall be taken at all review hear-
ings. (Ord. 923 § 1 (part), 1982: prior code § 4807)

5.44.090 Application for rent increase—
Evaluation—Relevant factors.
In evaluating the application the board may
consider. along with all other factors it considers
Televant. changes in costs to the owner attributa-

ble to increases or decreases in master land and/

SSan Luis Obispo (487
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or facilities lease rent, utility rates, property
taxes, insurance, advertising, vanable mortgage
1nterest rates, employee costs, normal repair and
maintenance, and other considerations, includ-

ing, but not limited to, rehabilitation work, cap-

ital improvements, upgrading and addition of
amenities Or services, net operating income, and

the level of rent necessary to permit a just and
reasonable return on the owner’s property. (Ord.
923 § 1 (part), 1982; prior code § 4808)

5.44.100 Application for rent increase—
Hearing—Determination.

A. The board shall make a final decision no
later than twenty days after the conclusion of its
hearing. The board’s decision shall be based on
the preponderance of the evidence submitted at
the hearing. The decision shall be based on find-
ings. All parties to the hearing shall be advised by
mail of the board’s decision and findings.

B. Pursuant to its findings, the board may:

1. Permit the requested rent increase to
become effective, in whole or 1n part; or _

2. Deny the requested rent increase; or

3. Permit or deny, in whole or in part,
requested reductions, of or charges for, facilities
Or services.

C. Any decision of the board shall be final
unless, within fifteen days after mailing of the
decision and findings the owner or any affected
tenant appeals the decision to the council. (Ord.
923 § 1 (part), 1982: prior code § 4809)

5.44.110 Application for rent increase—
Hearing—A ppeal.

A. Any appeal from a decision of the board
shall be filed with the city clerk. The date for
consideration of the appeal shall be set by the city
clerk no less than ten days nor more than thirty
days after the expiration date for filing of an
appeal. Notice of the date, time and place shall be
given by the city clerk to the owner and all
affected tenants.

B. At the time set for consideration of the
appeal the council shall review and consider the
record of the board hearing and the decision and
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finding of the board. After review and considera-
tion the council may either (1) determine that a
further hearing shall be held, to be conducted
before the council no later than the next regular
meeting, or (2) ratify and adopt the decision and
findings of the board. If a further hearing is con-
ducted, the council may upon conclusion of that
hearing, and in no event more than thirty days
thereafter, modify or reverse the decision of the
board, and shall make findings in support
thereof. (Ord. 923 § 1 (part), 1982: prior code §
4810)

5.44.120 Rent increases not made in
conformity with provisions—
Tenant’s right to refuse to pay.

A tenant may refuse to pay any increase inrent
not made in conformity with this chapter. Such
refusal to pay shall be a defense in any action
brought to recover possession of a mobile home
space or to collect the rent increase. (Ord. 923 § 1
(part), 1982: prior code § 4811)

5.44.130 Actions brought to recover
possession of mobile home space—
Retaliatory eviction grounds for
denial.

Notwithstanding Section 5.44.120. in any
action brought to recover possession of a mobile
home space, the court may consider as grounds
for denial any violation of any provision of this
chapter. Further, the determination that the
action was brought in retaliation for the exercise
of any rights conferred by this chapter shall be
grounds for denial. (Ord. 923 § | (part), 1982:
prior code § 4812)

5.44.140 Owner to provide tenants with copy
of this chapter.

Any tenant offered a lease or contract which if
accepted and fullv executed would be exempt
from the provisions of this chapter (Section
5.44.030E) shall at the time of the offer also be
provided with a copv of this chapter, (Ord. 923§ 1

(part), 1982: prior code § 4813)
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© cIty of san Luis oBISPO e

ﬁgo~;r Steve Henderson, Assistant to the City.Administrative Officer:

SUBJECT: ) . i ) ) T o N
Consideration of modifications to Mebile Home Park-Rent Stabilization
Regulations. o ' ' : S "

CAQ RECOMMENDATION:

Review the nine cateyories for potential modifications to the Rentl Stabilization
Ordinance and direct staff to develop specific lanpiuage and return for council
consideration
BACKGROUND: :
£
On June 2., Council introduced an amenament to the Kent Stabllization RQ‘ulations to
replace the Mobilehome Rent Review Board with City Council. Council further

directed staff to return with a complete package of recommendations regarding the
seven listed categories for modifications to the existing rent stabilization
regulations, and two additional categories safe harbor and vacancy decontrol.

The City Council also took public testimony from representatives of park owners
asking that any substantive Council action concerning rent stabilization be delayed
for four to six months. During the “cooling-off" period. owners and residents would
attempt to meet and confer in the hopes reaching an agreement on a long-term lease.
The Council felt the proposal was worthy of some consideration. Owners and
residents were encouraged to provide a progress report by June 16th.

On April 14, 1987, the City Council reviewed the recommendations by the Mobile Home
Rent Review Board. Council agreed to substitute itself for the Board and staff was
asked to further explore issues including: 1) Methods for determining a reasonable
rate of return; 2) Water metering/utility allowance; 3) Consumer Price Index; 4)
Recreational vehicles; 5) Rent Control based on economic need; 6) Mediation; and 7)
Hearing Officer.

The City Council will find attached to the staff report an analysis of nine local
jurisdictions with rent stabilization. This attachment is intended to assist the
Council in further exploring matters of local concern by providing information
regarding solutions used by other cities and counties. The entire text of each rent
stabilization ordinance is in the Council's reading file,

METHODS FOR DETERMINING A REASONABLE RATE OF RETURN

There are five major fair return standards for determining a fair and reasonable

return standards are: Return on Value, Return on Equity, Return on Gross Rent,
Percentage Net Operating Income, Cash Flow. and Maintenance of Net Qperating Income.

An article published in the Rutgers Law Review and authored by Mr. Ken Barr is
attached in your packet of June 2, 1987. This article outlines in detail the major
return standards. Please note, Mr. Barr is perceived to be "pro-tenant” by some.

COUNCIL AGENDA REPORT | .
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rate of return. Each has advantages and disadvantages. The most commonly used fair
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CASH FLOW_STANDARD - P : :

Essentially, the Cash Flow standard maintains that o tandlord is enfitled to i

| rents which are sufficiknt to cover operat ing expenses and mortpapre puvauts.

| The formula would read as follows pross o rent o eqgas s apéeating expenses plos

| mortyrage payments The variables considered o the Jash Flow standiocd dnebade
nperating expenses and mortypape interest,

i Ender the Cash Flow standard fave rent s darecly determined by ovhe nwners

i Plonaucing arvangements . sonce mortpape paveents are inc lhuded as o vagyab e

i Whepo sach formulas are ased  owners ol parks ol Tegoal o vialone” who were ol ing

comparitble rents prior to the qdoption of rent controls may be allowed to choarye

daffering reats becanse of the dafferences 1 thelr moprtpage payvaents

Crrtres ot the Cash Flow standard fecel that af the purpose of rent control 1s to
regnlate rents, then the nse of the formula opens the rent setting process g
manipulation by those who are regulated. Formulas which include debt service as
an expense in effect let sellers, purchasers and ltenders determine what rents
shall be permitted. To this extent, Cash Flow standards defeat the regulatory
purpases of rent control.

Despite shortcomings., the Cash Flow standard has had appeal to legislators and
trial courts, because it guarantees that no landlord will be forced to operate
at a loss.

RETURN ON EQUITY

When the Return on Equity standard is used., equity is usually defined as cash
investment. The cash investment includes the initial down payment plus
principal payments. The Return on Equity standard formula reads as follows:
gross rent equals operating expenses plus mortgage payments plus return on cash
investment. The varijables considered in the Return on Eguity included operating
expenses, mortgage interest and cash investment.

Becanse the Return on Equity formula takes into consideration both the mortgage
financed and cash investment portions of a property owner's investment, fair
rents for landlords who pay the same price for a park will be comparable, even
if the sizes of their down payments vary substantially.
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By sissuming that romts will be Jl}ié(lufjlf: to cover wort ”;1,1.~f;;u yment s anrd ;)r<y1¥{x1h
for o return &n eqiily . the Return on Equitw. standird in Crfee prarantaes thnt
nﬁy.dnvngfmcnt will be reasonable. Owners who payv the most and ﬁv} Lhﬁ hiphest
interest rate mortgages are permitted to charge the hipghest rents  This may be
perceived as detreating the purpbsp of rent control repulat ton B
Despite its serious shortcomins, the Keturs on Bgurty forsaia hasn had

widespread appea) loth tenants and Tandlord-s often belreve thagt the lTandlord
cnd o measure
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is entitled to o Fair return on cash invested. and anveston
their rate of return in terms of return o casic rnvestment

/e 0% vaLe)

‘K\ Gnder o Return on Value standard, an owner s entaitled to rents whitch are
adequate to cover operating expenses and yield @ speciflied rate of return on
“fairmarket value” Mortygage interest is not considered as an expense, since
the rate of return is calculated on the full value of the property. rather than

on the owner's ecquity.

The formula for the Return on Value is as follows: gross rent equals operating
expenses plus return on value. The variables considered by the Return on Value
standards are operating expenses and value.

The chief conceptual failing of the Return on Value standard lies in its

circularity. The use of a Return on Value standard in a rent control context is
circular because the value of a mobile home park is normally a fundtion of its
projected income. Therefore, controls that govern rents also influence income

and determine the value of the property.

Estimates of fair market value by appraisers, assessors., or other experts are
highly subjective. Because such valuation problems exist, fair return hearings
can become expensive debates over the value of the park.

There have been many court cases dealing with the question of whether a body of
rent regulations must use the fairmarket value approach. Al] have rejected the
position that such an approach is legally required and have noted that, although
it is but one way to provide for a just and reasonable return, its effect is
somewhat conflicting with the traditional goals and purposed of rent control.

PERCENTAGE NET OPERATING INCOME

Under the Percentape Net Operating Income standard., a rent increase is warranted
if the net operating income from a property is less than a desipgnated percentage
of its gross rental income. The purpose of this standard is to provide
landlords with a puaranteed minimum net operating-income-to-gross-rent ratio
which will provide adequate income for debLt service and profit.
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The tormnla reads as follows: - gross rent equils-operaling éxpenses times a
Fixed [actor represenling “an established rental income.  The variables = ;

- éunsi&w}ud iu”the-ygygyﬁ[ggg Net Operating Tocome standard inclade only

operating expenses.

Pherve e wa o advantapes Lo the Percentape Ned Opeaating Incume standard in
that @t avnids the circalarity associated with Retnrn on Valae standards and
Avor Che owner s particaelar purchase price i oothoer Tanamcing arrangement s
Thre prawary disadvantape of this standard gs that v estabiishes a anitorm

net o operating income tosgross-rental income vatye oas fan o wheno in fact,
net operating  jncome to gross-rental income ratios vary wiodely among "classes

of propecties sach as mobilehome parks

MAINTENANCE_OF NET OPERATING INCOME (MNOI)

Under the Maintenance of Net Operating lncome standard, owncers may obtain rent

increases which are adequate to cover increases in operating expenses. Falr net
operating income is defined as the net operating income that a property yields

during a base period.

The MNOTD standard formula reads as follows: gross rent equals base date gross
rent plus current operating expenses minus base date operating expenses.
Variables considered in this standard include operating expenses, base date
gross income and base date operating expenses.

From a conceptual point of view the MNOI appears to be the only return standard
which is consistent with the general policy of tying rent increases to
landlords' increases in operating costs.

The MNOI avoids circularity associated with Return on Value standards and it
does not base fair return levels on the particular purchase price, investment or
financing arrangements of the owner. It also offers the most reasonable type of
incentive for increased operating and maintenance expenditures, a
do)lar-for-dollar passthrough.

Indexing the Maintenance of Net Operating Income

The principal issue associated with the use of the MNOI standards has been the
question of what types of adjustments, if any. should be made for inflation in
defining fair net operating income. Same MNOI standards provide for maintenance
of hase period dollar net operating incomes. without any adjustment for
inflation subsequent to the base period. Other jurisdictions have adopted MNOI
to pross-income-ratio-standards, or have provided for full intlation adjustments
to the base period net operating income.

[
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AL antermediate choicn-ta the forepoing alt crnatives would be to ﬂ(ijl;sl\‘liu Se
date aperating income by o fraction of the anflation rate.  Despite yﬂu; fact
that o poartial jonftation adjustment may be the most reasonable approach
consistent with the parposes of rent countrol, most jarisdicticos which have ased
the MNOT standind have ciather madse no o adyastment for inflatian or have provided
Tor o 100% adjustment

Some mobile home reat control ordinances have gdopted o o cebaric standond

ander which net operating income 1S permjtted to increase at 4u% of U
el Dataian rate Some allow ap to twa thivds of the inflation rate

o s trcrsm oof the MNOT standard is that the presamption that base period
rents o vielded falr net operating incomes penalize owners who have been chary g
bedaw market rents hy establishing a4 low base-period-net -operating income

vevae ] A common approach to dealing with the inequitices causcd Ly this
presamption is to allow for exceptions for special clrcumstances

Exceptions are typically made for situatjons in which capital improvements miade
in the vear prior to the base period were not reflected in the hase period
rent . Other peculiar factors may also be considered as a basis for an
exception/adjustment .

summary

The Mobile Home Rent Review Board has recommended that the MNOIl standard be adopted
as the formula to determine a fair and reasonable rate of return. The Board has
also recommended flexible use of the MNOI and allowance of adjustments to the base
year computations and the addition of an inflation factor.

Under the present regulations, applicants have presented several or all of the fajir

return standards to the Board This method was time consuming and often times
confusing. The Council will need to review the five major fair return standards and

determine which formula they woyld like to see utilized when hearing applications
for a rent increase.

Options
1. Council may choose to include MNOI as the method for determining fair rate of
return. If MNOI is chosen, Council will need to determine what, if any,

adjustments to the base year computations should be allowed and whether or not
an inflation factor should be jincluded.

2. Council may choose to include one of the other fair standards as the method for
determing fair rate of return.
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G- Councll may chaose oot ta spddity dwhat standiacd 1§ o -be nsed dn determining

faiv rate-of retarn,

R{u_‘,o‘xn\nu-n(’i:‘l‘ tion

Stafl recommends Conne rboadopt MNUP an the method tor determining just o

reasonable rate of return, Inchandine provisions for base vear adjustments and ar

int lation tactor of 1004

CONSUMER PRICE_INDEX

Sectiron 5.44.060, B2 of the SLUMG permits an atltowable tncrease over the oxisting

base space rents equal to threee tonrths (75%) of the CPI.

The Mobile Home Rent Review Board has recommended to the Council the following

"sliding scale”™ increase based on the current CPI fipure.

A 0% 5% CPl allows for a 100% of the CP] 1ncrease;
A 5% or higher CPI[ allaows for 5% plus 75% of the CPl over 5%

The Board feels this sliding scale is equitable to both residents and owners and
represents a balance between what the park owners and resijidents wanted

LLocal jurisdictions throughout the state and the country apply the CPI in many
varied fashions. Many allow for a 75% computation and a few have language which
incorporates a 100% CPI calculation. A few have replaced use of a 75% CPI with

either a sliding scale or 100% of CPI.

Section 5.44.060, B2 also states the CPI adjustments will depend upon the preceding
twelve month period. This language does not clearly address whether or not a park
owner must pass on the CPI increast every twelve months, (use it or lose it).

The Board has recommended that the CPI increase be allowed annually only and based
upon the preceding twelve month period.

1. Council may choose a sliding scale for CPl computations and specify frequency of
application of CPI.

2. Council may choose to use 100% of CPI.

3. Council may choose not to modify the CPl allowable increases from 75%
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Recaommendat yon - L
Statt recommends Counvil o adopt the stiding scale recomacended by the Mobilehome Rent

Review Boiurid and fimit application of the CPI to oace per yvear “ase 1t or Jose gt

HEARING OFFICEK

The Comnctrl has dirvected staf{ to 1nvestigate tin concuept of o hearang of{icer as

one potentral omethod of reviewing matters concernons oawchiie howes vent o stabilizataion

roepar ot rons

A hearany offrcer approach hias proved effective 1o vcitres and countics throughout
the state FEssentialle, the hearing officer acts as the “body  in place of 4 rent
control board or the leprslative authority such as the City Coanucil

The heariny offrcer assumes all of the powers and duties once delegated to the rent
review hosrd The hearing officer would receive, investigdate, hold hearings and
make determinations upon the issues relating to mobiie home park rent stabilization.

The hearing officer may be selected by the Council or the City Administrative
Officer and should not be a staff member, but would be hired on a contract basis and
be responsible to the City Administrative Officer. His decision would be appealable
to the City Council. The hearing officer must be knowledgeable and may have
demonstrated experience in rent disputes, conflict resolution or mediation. The
hearing officer may, in fact, be a “pool" of individuals who conduct reviews of
applications. This system of analysis on rent disputes allows for a variety of
hearing personnel and avoids any perception of bias.

5 _Assocliated with a Hearing Officer Concept

The linancial considerations and impacts are substantially varied. Most local
governments are responsible for the entire costs of rent control disputes

managed by a hearing officer.

Few jurisdictions share the costs with park owners and residents. There are
rare circumstances in which owners and residents pool funding based on a per
mobile home space basis to assist in the hearing officer's costs.

Costs of hearings may also be borne by each party to the hearing in such amounts
as determined by the City, or the hearing officer, exclusive of individual
expenses and attorneys' fees incurred by either or both the tenants and

management .
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Nuveriheless, costs for professionnl ln{if‘:ln{ af ticers are expensive and g:fﬁf‘
Tangc (rom $60 00 per haur to $125 .00 per hoar The aetual amount of time spent
hwﬂr:nn rent stabilization matters depends on the number of applications before
thae hearing of ficer or pending N

One major advantape of o hearing of ficer goproach 1o matters of rent
stabiriization is that of Uime.  The learing ol Cioee sy be directed to lrear
relativeiy shart persad of time A decision may

Al

prndiine appilcations within a

Come as 00 o as ten o days after the actua) lrear ine e

RIS G KPR INARN

Atonome paint o the fatnee the Counell may decide oo nse o hearing of ficer to

review sich matters as rent disputes and applications It o hearing of ficer
Approach <eems o passibility, staff{ should be divectod to explore additional

spectfic information for Council consideration

;—""//’A

1 Countcil may choose to instruct staff to return te Council with specific

recommendations for implementation of a “hearing officer” after a trial period

during which Council will act as the revicew body
2 Council may choose to implement a hearviag officer immediately.

3. Council may choose not to consider implementation ol a hearing officer.

Recommendation

Staff recommends Council instruct staff to return with specific recommendations for
implementation of a "hearing officer” after a trial period during which Council will

act as the review body.

DEFINITION OF "RECREATIONAL VEHICLE"

For more than a year, the rent review board heard testimony concerning increases
applied to recreational vehicles or recreational vehicle spaces inconsistent with
the rent stablllzation'regulations. The Board concluded that it was the original
and current purpose and intent of the regulations to protect recreatjional vehicles
located in mobile home parks. Staff has administered the regulations since 1982 to
include recreational vehicles, but clarlfication of the regulation would be

appropriate.
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Recreational vehicles in most local. jurisdictions are protected by rent -

stahilization regulations L . o
summary

1

CThe Conncilts antention s to opratect e peational vehicles and all spaces in mohile
home parks. staff should be directod to roturn with specitic lanpuage for
constderarion. This Tanpoaape mav b e ba b o 500 G200 af thee SLOMC and b

similar to the following cxamples

S5 02000D) 0 "Mobit lehowe tercist 0 Tprecreal oot vehno Je tenant T, or Ttenantt o means
any person entitled to occtupy a mobilehome o cecreational vehicle within a
mobilehome park. .

5 14.020(6)  "Mobilchame' shall be as detined by Civil Code 798.3.,

5.44.020(H) TRecreatiyonal Yehicle shalil be as defined by Civil Code 799.24

5.44.020(F) “"Space rent” means ... in connection with the use and occupancy of a
mobilehome space, including the use by a recreational vehicle in such a space.

Options

1. Council should direct staff to return with specific language to provide
protection for recreational vehicles being used as permanent residences.

Recommendation

Staff{ recommends Council formally provide protection for recreational vehicles being
used as permanent residences.

RENT _CONTROL BASED ON ECONOMIC NEED

One of the primary arguments for mobilehome rent stabilization is the need to
maintain mobilehome parks as partial solutions to the shortage of affordable
housing. Since many mobilehome park residents are on a fixed income and at a low
level of income, a dilemma has developed between the necessity of avoiding
displacement of low income residents and that of providing a fair and reasonable
return for park owners.

Rent control based on economic need is actually a subsidy program for park tenants
and, as such, appears to go well beyond the initial intent and provisions of the
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stattrlyrzation ordinances In a Jetter dated Apral 140 1987 0 M Geoprpe J 0 Moylen
Exerutive Divector of the Housing Authority of San Luis Obispo made the following

braposil for the City's Mobilehome Pack Owners-  The program, if ﬁmbiﬁmhnlnd.'wonfd.f‘.
he admin |sl{arq<1 by the Honsing Avthority : ’ o ) B

1 Markowners are assessed an initial amount equat to $10 per space This
assessment wunld'hh'ngﬁd to gupment the Housing Authority’'s Sceetion 8 housing
ASSISEANCe payments propgram U wonuld alaa provide assistanece for vers Gow
ncome famitbiesselderly who do not quatify tor the Section 8 program, Feonn
nstonce g H9-year-old who is alene and not handicapped or disabled docs oo
qualify for the Section 8 program, but may well meet the income puidelines @ ited

below
Z The Tond wonld he adoministered by the Housing Anthority and decisions as ta who
wonld peceive assistance wonld be made by the Authority when the thand s

depleted parkowners wonld apree to provide additional nads in the $10 per space

imcrements

N Very low dincome residents would apply for assistance to the Housing Adthority
npon receipt of their rent increase. The Housing Authority would determine
tmcome and program elipgibility as well as amount of subsidy. Income limits to

he vwsed are as follows:
tousehol)d Size Maximum Income

$11,550
13,200
14,850
16.500
17,800

Da woN —

The above income limits are published annually by the U.S. Dept. of Housing and
Urban Development. They are gross amounts and it is assumed new limits will be used
by the program as published. The limits are at 50% of the median income for San

Luis Obispo County.

4.  The Housing Authority would notify the parkowner when a resident has qualified
for the program. Such notification would include the amount of rent to be paid
by the resident and the amount of subsidy. Any Housing Authority payment would
be made on a monthly basis to the parkowner or appropriate agent.

5. Resident's must requalify for the program annually. Should a resident not
qualify at this time his/her rent would be the rent due as if there had been no
assistance.
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Parkowners believe the propgram wonld be saccesstial onoa vobimtary basis, however ff

Cooparkowner partickpat ion were Jow, Counciicuald vhen Astablish dn ordinance making

DAt e ipation mandataory

Ve MHRRR preed by consensus not Lo recommernd s rent stabiilization ordinance bised
anocconomic need. The Board felt jt codid bheeome an o adniinistirative nightmare cond
wonld ot nphold rthe intent and purposce ot the cexrstinge rent o stabilization

ardiinigee

i an ardnance were adopted on the basis ot evoniame veen o alone . those of very low

tie ope worrld be pratected feom space Tent rarses bat The wajority of ternants woilo
e el with nu o protect ion This type ol ot apjrea by Lo parkowners who

e . i NP
wanid e more able to make desiced rentognocearse anber oot rhan under gther tvpes of

poepu ot o

oo ordinance were adopted, and no propras estabirsned o ol tenants would be

cgrnaliy protected under the existing repulat o ifhis might be appealing to
tenants, since one of the most cffective arpgnment s prainst rent Increases 1s based
o the hardship it creates for low, fixed income Tenants If a voluntary program

werc implemented under the existing regulations . iow trcome tenants could benefit,
while other tenants would continue to be protected from nnreasonable space rent

increases.

TN

Options ™\

1. Council may choose not to make “"rent control on the basis of economic need” part
of the mobilehome regulations, but may encourage voluntary participation by
parkowners and may support administration of such a program by the Housing
Authority.

1

2. Council may choose not to make "rent control on the basis of economic need” part

of the mobilehome regulations.

3. Council may choose to include "rent control on the basis of economic need” as &
part of the mobilehome regulations.

<Q. Council may choose to substitute "rent control on the basis of economic need”

for the present regulations.

Recommendation

Staff recommends Council encourage voluntary participation by parkowners and support
administration of such a program by the Housing Authority, but not include "rent
contro]l on the basis of economic need' as part of the mobilehome rent stabilization

regnlations.
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MEDIATION

Mediation may be included as a.-necessary step o the depal prdcwss‘for,rcsolyjuu
owner tenant rent increasce dispntes, where oo cnerease above the amount al towed by
the repnlations 0s regnested Mediartian can vake shilterent forms, from a simple
veguirement that parkowners and tenan: s oz S ! Coepresentatives) meet and confen
prioc to appealing to the stabilizatoon boarvd o0 o ware formal mediation process
with a von-binding arbiteration componend Plicae e advontapges and disadvantapes to

ach method
Meet o and Confe

A vequirement that bandlords vegacesting rent e peases over the gl lowed rate meet

ard neyot iate with tenants prior ta application To the rent review authority may be

itngladed in the regnlation.  The advantape of this wmethod is that it provides an
apportunity for all parties to meet in a gon aqdversary atmosphere to work out
solntion that 1s satisfactory, while avoiding the lenpgthy appeals process. The

disadvantage is that there is no intrinsic incentive for the parties to negaotiate in
ppood faith in an attempt to avoid the process.

Mcet and Confer with a Facilitator
This type of mediation requires the parties to meet and confer on disputed issues,
but a neutral third party is included. The mediator is paid for services. so cost
distribution between involved parties becomes an issue  Various jJurisdictions
throughout the state use some form of mediation with a facilitator or required
non-binding arbitration as part of their rent stabilization ordinances. The costs
of the mediation may be born by the parkowner requesting the rent increase, shared
by the owner and tenants, or shared by the owner, tenants and the jurisdiction
involved., in this case the City of San Luis Obispo.

The parties meet and confer over disputed issues in the presence of an unbiased
facilitator who acts to guide them to a mutually satisfactory resolution of
differences. While similar to the meet and confer method. the addition of a third
party is often effective in assisting parties to overcome their emotions and in
leading them to effective solutions. Unless all parties are willing to work toward
a compromise. this method may not be more e¢ffective than the meet and confer
process, and it does involve additional costs

Mediation with a Non-Binding Arbitration Component

This method is a culmination of the first two with an additional role for the
facilitator. [If, after discussion and mediation has taken place, the parties are
still unable to agree on a solution, the mediator cousiders the facts that have been
presented and proposed a solution that is as fair a compromise as possible for all
concerned.  This step is effectively arbitration. bnt it is non-binding in that
either or both parties may appeal the decision to the rent reveiw body.
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Mediation with a non-binding arbitration component 15 alsoe costly, but can he
effective if the results arve made aviaitable to the repulatory anthority.an (hose
cases where apgreement is not reashed. Generally, a mediation process “iincludes much

curdence {rom both sides of o dispol oo TMe-mediator s unbalsed and prefessionnlly
trained to apalyze information -and p'r:ope)se a Cair, il nol total Iy satisfactory,
Ccompromise sobat jorny I the (ihﬂinnn of the mediator were considerced by the Appeid
oy, the casts of mediation misht be justificd

By making the nedintion tindings cvadence in the evenrtainl hearaing IthT“xnjls could
bhe twotold. First, there would be rnoincentive for albi parties o accept the
decision of the mediator, unless KllWH1H<GVJ(hHHJ: exasted for appealbingr the
determination This conld resnlt in a reduced numbec of hearings Second . 1the
report o of the mediator contd facititate the stabilization authority s investigat ion

of the case when it comes before 1t

o hearangy ol ticer were to he ased by the City of san Liis Obispo, it might be
constdered redondant and costly to include both a mediation with non-binding
arbitration requirement and consideration by a hearing ofticer with the right
appeal to Coancalt. It might, however, be desirable to include mediation with &

non bindinpg arbitration component in the rent stabilization ordinance with the
nhderstanding that i and when a hcearing officer approach is implemented, the
hearing of ficer wonld become the mediator. This would provide an opportunity f{ar
all parties to mutually agree tuo a solution to their problems with the assistance of
an unbiased mediator, and in thosc cases where agreement cannot be reached, would
reduce the number of hearings required for the hearing officer to make his
recommendation for a settlement. Council would still retain its position as the

to

appeals board.

It was the consensus of the MHRRB that mediation could provide a useful method for
solving disputes without the need for a hearing. The recommendation made was for
some form of mediation to be included in the stabilization regulations.

tions

1

1. Council may choose lo include the "meet and confer™ approach to mediation as a
required step in the application process. If this approach is chosen staff
should be directed to return with recommendations as to specific procedural

regulations.

2. Council may choose to include the “meet and confer with a facilitator" approach

to mediation as a required step in the application. If this approach is chosen,

staff should be directed to return with specific language and recommendations
for cost distribution.

3. Council may choose to include the "mediation with a4 non-binding arbitration
component"” as a required step in the application. [If this approach is chosen.
staff should be directed to return with specific language and recommendations
for cost distrlbution.
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B comme il may choose not to include mediation as o reguarement for application (o

the process

Recommendad 1o

Stalt recowsends that Coancit inciude the “meet and conter approach fo mediation as
daoregquored step oan the application process ad direct staft to return with
receamediitions s to o spec b praocedural o repaiataons, anless Connei | (eels
tnplenentattaon of o hearing officer Js imminent . o whieh case Conncil may wish to
consider the "mediation with o non binding arbiteaton component™ as an interim

HINRRNIEN B I R

WATER/UTILITY ALLOWANCE

The rssue ol nta ity allowances has focused promara v oon water in the City of San
larrs Obispo, bt conld conceirvably include electricity, gas, cable television, ctoe
at o some Jater date The gnestion 1s whether or not 1 parkowner, that has previoasly

meluded ntilities as part of the “services™ paid for in a space rental. shonld he
allowed to install meters tor those ntilities, make 4 commensnrate rent reduction,

and then bill the tenants separately for indjvidual nsage

To require a tenant to pay for a service previously incliuded in the rent is an
increase under our regulations. The issue is whether or not a parkowner shonld be
allowed to separate a utjlity from the rent, and if so., how the corresponding
reduction in rent (to correspond to the reduction in service) should be determined

Tenants argue that where utilities have initially been included in the space rental,
this means unlimited use of utilities. Therefore, any method of breaking out the
utility will result in an increase in space rental above that allowed by the
regulatjons and should not be allowed.

Parkowners argue that as utility costs rise, allowing tenants to continue
unrestrained use of utilities constitutes a burdensom increase in operating
expenses. Further, there is no incentive for tenants to conserve valuable resources
such as water., which often leads to waste and unnecessarily high utility bills.

1t is noteworthy that in a niumber of city ordinances throughout the state, the issue
of utility allowance is not specifically addressed. but is decided on a case by case
basis, covered loosely under a "reduction of services shall be accompanied by a
corresponding reduction of rent" clause.

If it is determined that owners should be allowed to instal]l] meters to separately
bill tenants for utility usage. some formula for determinling how much of a rent
reduction should accompany the change must be determined. Often, a base use or
amount of water, electricity, and so on is determined to be the average use for the
size of the mobilehome. The cost of that amount of a4 utility is then deducted from
the base space rent. In effect. the parkowner pays for the base allowance of the
utility and the tenant pays for any usage above that amount.
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Vive ‘MIHQRII IW‘U()mﬂH?hl1§‘ that j)d!‘kt)Wl;Ul‘Sll)U alltowed to separate lllilllliifﬁ {IH'1 hirs
calculated o formala for determining this base allownnce. It jﬁ-impnrtan! ta note.
that iy the reeent Silver City appeal. the Board's decision to o allow watver to be
illed separately aad its usce of the formaia Cor o determining the base b fowance wiy,

e entable ba the tepgant s
pelvams
o b omay choose To proviade Tor o water o ntrlaty aliowance an the stabiirzat con

reyaiatrons aud sy o adopt the foranls determined by the MHRRE {Retor to

.

Creekside attachment for o details on tornmba)
Council omay choose to provide for water.oatility allowance in the stabilization
repodations and may divect staff to return with other methods of determining: the
Dase gl lowanee ar o mav substitute a4 method of its own choosing
. Council may choose not to provide for ntility allowance in the regulations
Recommendatron
Stafl recommends Council provide for water utility allowance in the stabilization
regulations and adopt the formula determined by the MHRRB.

SAFE HARBOR

The Safe Harbor concept holds that if a certain percentage of park residents have
signed long term leases, then the park is exempt from the provisions of rent
stabilization. (SLOMC 5.44.030E)

Presently, our ordinance requires a mobilehome papk to have 100% of the residents on

long-term leases in order to be exempt from rent stabiljzation, and there is no safe

harbor pravision. As you'll recall, Rancho San Luis was forced to apply for an
exemption to the regulations, even though 98 of 100 tenants had signed long term
leases. A requirement for 100% participation does not give parkowners any incentive
to offer long-term leases. since the goal is difficult, if not impossible, to

reach .

Many local governments throughout California have implemented a safe harbor concept
within their existing ordinance. Many jurisdictions have enacted new rent control
ordinances including a safe harbor provision. This has been done as a mechanism for
encouraging long-term leases. Tenants not covered under the long-term lease are
provided with an opportunity. for up to twelve months, to sign a lease with the same

conditions as those tenants who do have a lease (See City of Rocklin/Council
Reading File)

Many residents fecel if a majority of residents of o mobilehome park wish to sipwr

long-term Jeases, other residents of the park should not be penalized for not doing
s0.  Some residents believe a sate harbor provision will eventually lead to higher
hase space rents. o -

e e e
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e - s e ety

[ a4 safie harbor is provided. two thirds scems to be the most appropriate bedause 1t
has been tested successfully n Ahe courts (Cify ol Deranside] and parallels the
super majority requirement tnoother povernment contexty )

The MHKRB voted 4 o to recommend that the sate havbor concept be ancladed o the

ardinance tor sa Lais Obrspo, vl that oo 2730 ot resadents beoon Jong term Teases
hefore o park is exempted from rent stab:l izt ion The Boavd el safe harlior wa
AN Incentive for o the ftenants to Sihirn lone fere  cases

Hptaons

i Counct ! mayv choose to anclude o salc harshor o encep!t o within our existing
reealatjons I Comectr] chooses to de this copereentage should be established
As the necessary portion of residents for oo park 1o be exempt {rem the

ardinance
!

2 The Commcil may choose not to suppert o osafe harbor concept within our existing

regilations |
Recommendat jon ,

Staff recommends a safe harbor component be included in the Rent Stabilization \
regulations and that n two-thirds limit be utilized This modification to the
existing ordinance should encourage the signing of long term leases.

VACANCY DECONTROL

Vacancy decontrol]l or change in occupancy allows the park owner to increase the space
rent after a coach sells*;‘Ipis does not allow the existing tenant to transfer T
his/her base space rent rate to the new purchaser. Park owners argue that the
“space rent rights" belong to them. Two methods of achieving this involve a
“limited wvacancy decontrol” standard or a “market value” increase.

The limited vacancy decontrol standard sets or limits the amount of increse_ a park
owner may charge the new resident(s). The market value method allows the parkowner

to _charpge the new resident(s) whatever the market will bear. Many cities throughout
California have implemented some form of vacancy decontrol/change of occupancy.

Some cities allow the parkowners and residents to establish a new monthly rent for
such spaces as a private matter of negotjation. (See Santa Barbara County Park
Owners Assocjiation ordinance in Council Reading file).

The City of Morro Bay recently enacted rent stabilization and allowed a $10.00 “cap”
to vacancy decontrol. The City of Oxnard and the City of Rocklin have limited

decontrol standards at $15.00 and $20.00 respectively
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some residepts dre.opposed Ueoa vacancy decontirol concept becioruse it would enly

mmerease the amount of profit for the poark owners and make 10U more diftienlt for

home owners to sell their mobile homes

The Board voted o 2 tavorimg Vancaney Decanteo!l Chanpe of OQccupancy as o component

of the rent stabyirzation regonlations Thie Board belicved vacancy decontrol and
chiange 1 oconpaicy e incentives Cor tenants ta o sipn long term Jeases . The Bonrd
aprecd Chat g cap of  [0% st ld boe part o 1he provisin In addityon. the Board
found that situstions in which a4 coach chanpes ownership because of the death of &
spouse shaonld bhe exeinided Thas would apoly te transfer (rom one spouse to the
SUEVIC I sjprause ol v The Boasd felt sapleaentinge o vacaney decontrol, change of

OCCHPANCY ProviIision kas consistant with the purposce it intent of the regulations,
specitically, protect iy exaatang residonts tron o casonable rent gncreases and

reduct ions N oservices

1 The Council may wish to constder adopting a vacancy decontol/change of occupancy
concept . If the Council desires this as a compounent of the ordinance., a
decislion must be reached whether or not the vacancy decontrol/change of status
provision should be limited or market value based. If the provision is to be a
limited vacancy decontrol standard. the amounts of increase a park owner may
charge a new resident needs to be established. This may be accomplished by a
set "cap” such as the City of Morro Bay does, or by basing it upon a percentage
figure determined by the base space rents

2. The Council may choose not to include in the rent stabilization regulations a
provision for vacancy decontrol/change of occupancy.

Recommendation

Staff recommends Council include a vacancy decontrol/change of occupancy standard in
the ordinance and limit the amount the owner may increase the base space rents
charges between tenancies to $15.00.

@ERNATIVE}

1. Council may choose to determine which of the nine types of modifications are to
be incorporated into the city's rent stabilization regulations and which are not
to be considered. Those that are to be included may be referred to staff for
return with specific language and with direction as to which specific method of
application is desired.

PO




. Counc il may choose to rmpiewent some of the type ol aodificatyons and mav
drrect o staff to retarn o with o speci e Tanprangte tano e dainge Poanctiomay o oat the
same Dance . desyre o nat to perect the ather oansdrt oo b bons bat o gnitrate ot ot
peraod Tar further snvestapgal dan antc theor e o oot and desirabii by

4 oot 1 My chiase o Sl e e s R I . oo athip s gt b yat e
g otrtat operaod for Tarthoo Srvgdy g o :

; e 1 omay choose aot to tarther ad r Do e Mo Podinee et Stalrt b sed
R B NE I

SUMMARY

Fher aane catepories explored as potentianl amodrlicatyons to the present moby Lehome
rent o siabailization ordinance are separatce and distinct assues The recomnendat ions
ol the Mol Jehome Rent Review Board were made as o package.  The concepl was to
provaide an ordinance which would strike a balance between parkowner and tenant
interests and encourage the signing of tonyt fterm lenses Council may. however,
chnoose Lo implement specific concepts ands/or recommendations in any combination it
feols will provide an effective regulation package

If Council determines that major modifications should be made to the present rent
stabilization regulations, it may wish to place a moratorium on accepting
applications to the rent review process until the modifications can be completed.

In many instances, adoption of a particular standard may affect what other standards
are to be used in order to create a balanced and fair ordinance. For example, if
Council decides to include a decontrol or change of occupancy clause, it might wish
to also require that in order to receive the benefits of such a clause, a park must
fall offer a model lease. In this way., owners and tenants would be encouraged to
establish long-term leases

Stat't recommendations for modifications are summarized as follows:

The revised ordinance would establish the MNOI as the standard for determining a
fair rate of return and would include somc allowance for adjustment of base year

computations to include an inflation factor A sliding scale computation would
be applied to the allowed CPl based increase on an annual (use it or lose it}
basis. Druing the trial-period, parkowners and tenants could be required to

meet and confer prior to the submission of an application for rent review.
Following the trial period, if an assessment of the established process
indicates the need for a Hearing Officer. the Hearing Officer could act as: 1)
mediator, facilitating agreement hetween he parties: 2) fact-finder. soliciting
and cvaluating information relating to cach rase: and 3) non binding arbitrator
when the parties are unable to reach o satisfactory resolution to their dispute
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RECOMMENDATION
Staff revommends Council review the nine categories for potential modifications to
the Rent Stabilization Ordinance and direct staff to develap specific langiuape and

retarn for Conncil consideration.

Attachments: Analysis of 10 Local Governments' Ordinances
Council Reading File
Ken Barr Article: "Fair Return Standards’
10 Local Governments' Ordinances
Creekside Water Summary (Formula)
Model Lease




