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GOVERNMENTAL APPROVAIL OF RESIDENT MOBILEHOME PARK BﬁYOUTS
State Capitol, Room 2040, 10:00 a.m.

Introduction

The vast majority of some 4,000 mobilehome parks in Califor-
nia are rental parks, where the landowner rents the spaces in the
park to mobilehome owners on which to locate their mobilehomes on
a month=-to-month rental or lease basis.

In the last several years, however, there has been a growing
interest on the part of park residents in buying out the park
owner when the park is put up for sale. This is prompted by the
fact that many residents want more control over rents and poli-
cies of the park, as well as to help stabilize the value of their
mobilehomes, which usually increase upon resident purchase of the
park.

When a park is scld to a new landlord, often the new owner,
to cover mortgage and other costs, will increase the rents sub-
stantially. Alternatively, the new owner may be a developer who
wants to close the park and convert it to some other land use,
thus displacing the residents. Hence, by purchasing the park
themselves and operating it as a condo, co-op or nonprofit mutual
benefit corporation, among other forms of ownership, the resi-
dents believe they can avoid some of these problems.

In the last few years, there has been an increase in the
popularity of converting parks to resident ownership. More than
50 mobilehome parks have been converted in California, and the
committee has been informed that another 75 to 100 parks are
either pending conversion or are likely to convert in the next
few years.
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The conversion of a mobilehome park to resident ownership is
not without difficulty. There are a number of problems:
1) getting the park owner to sell to the residents; 2) obtaining
a sufficient majority of residents to participate in order to
make the plan work; 3) obtaining funding on an interim - as well
as long term - basis for the conversion of the park; and 4)
obtaining approval by various governmental agencies at both the
local and state levels.

Types of Ownership

Most commonly there are three state agencies involved in the
conversion of rental mobilehome parks to resident ownership.
Often it depends on the form of ownership which residents wish to
create or whether they will be obtaining public funding, specifi-
cally state funding, for the conversion project.

The most common form of conversion is the common interest
subdivision or condominium form of ownership. Individual park
residents together own an undivided membership interest in the
park's common area and land but own individual interests or air
space with a separate deed on the space on which their mobilehome
is located.

A stock cooperative is a type of subdivision where a corpoc-
ration is formed to hold title to the real property with the
shareholders as residents receiving shares or individual inter-
ests in the park and giving them the exclusive right to occupy
the space on which their mobilehome is located.

Another form of park ownership is the nonprofit mutual bene-
fit corporation. Such a corporation offers membership shares to
participating residents representing an undivided interest in the
park. Members usually hold one share each with the exclusive
right to use the space on which their mobilehome is located.
Mutual benefit corporations may be established both as an interim
device, to take title to the park from the owner and then later
subdivide after the purchase of the park has already been accom-
plished, or as a permanent mechanism for the operation of the
park.

State Rcencies Overseeing Park Conversions

1) Department of Real Estate

The Department of Real Estate (DRE) is the state agency
responsible for enforcing the Subdivided Lands Act. The DRE is
the primary watchdog agency in subdivided land projects involving
the division of land into more than five parcels. The Sub-
division Public Report is the primary reqgulatory mechanism uti-
lized by DRE, requiring subdividers, including residents of
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mobilehome parks, to file notice of intention to obtain a Public
Report on the subdivision. The department examines the project
to assure disclosure of material facts about the subdivision to
buyers and provide for adherence to statutory and regulatory
standards for creating, operating, financing and documenting the
project. The idea is to ensure that the project is legitimate
and that the buyers' interests are protected.

2) Department of Corporations

By virtue of legislation passed in 1986 (A.B. 256 - Frazee),
however, the Public Report requirements are not applicable to the
purchase of a mobilehome park by a nonprofit corporation where:
1) the majority of shareholders or members constitute a majority
of the tenants of the mobilehome park and a majority of the board
of directors of the corporation are tenants of the park; 2) the
corporation does not represent that any shareholder will receive
a separate subdivided interest in a portion of the park as a
result of the purchase; 3) the corporation does not sell, lease
or otherwise transfer any separate, subdivided interests without
first obtaining a Public Report from DRE; and 4) all tenant funds
for the purchase of the park are deposited in escrow until title
transferring the park to the nonprofit corporation is recorded.

In these cases nonprofit corporations are subject to the
requirements of the Corporations Code and a permit from the Com-
missioner of Corporations is a necessary prerequisite to the
issuance of memberships in a nonprofit corporation. The Depart-
ment of Corporations does not assume jurisdiction over nonprofit
mutual benefit corporations which subdivide the park. As afore-
mentioned, jurisdiction in those cases belongs to DRE.

In general, the processing requirements for a subdivision,
condominium or cooperative under the Subdivided Lands Act is more
lengthy than that required under the Department of Corporations
for a nonprofit mutual benefit corporation.

3) Department of Housing and Community Development

The role of the Department of Housing and Community Develop-
ment (HCD) comes about as a result of legislation, S.B. 2240
(Seymour) of 1984, which created the Mobilehome Park Assistance
Program (MPAP), authorizing the department to make loans to low-
income residents of mobilehome parks in order to purchase a space
or interest in their park. MPAP began making loans in early
1986, but MPAP funds usually represent only a portion of funding
for any one park, which are often combined with loans from pri-
vate sources and local government in order to make a total pack-
age viable. 1In fact, the department is limited by statute to
loaning no more than 50% of the acquisition cost of individual
interests in such parks or 50% of the conversion cost attribut-
able to low-income spaces in the case of loans made to resident
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organizations. The department has not loaned more than $1 mil-
lion to any one park; however, there have been some 15 park con-
versions partially funded through MPAP to date with several addi-
tional park conversions now in process.

Originally, the Mobilehome Park Assistance Program was sched-
uled to sunset on January 1, 1989; however, legislation, S.B. 98
(Craven) of 1987, extended the sunset date by one year to January
1, 1990. Although the program remains popular with mobilehome
residents, only limited funding is available from one-time appro-
priations made by the Legislature and a temporary $5 increase in
license fees on mobilehomes per unit for three years, sunsetting
on January 1, 1989. Because HCD must often coordinate financial
subsidy programs for residents in order to make a full package
available under a project for which they are providing money,
approval times for applications can often be lengthy and compli-
cated. Additionally, due to the limited funding available
through the MPAP program, residents who have already started the
conversion process cannot be assured that their applications for
MPAP funding will be approved or that funding will continue to be
available under the program.

4) Coastal Commission

Under the California Coastal Act, a coastal development per-
mit may be required for the conversion of a mobilehome park
within the coastal zone to a condominium, cooperative or other
resident ownership. Where a Local Coastal Plan (LCP) has been
approved, local government issues the development permit pending
fulfillment of conditions and requirements imposed by the local
agency on the park conversion. If there is no LCP or an appeal
is filed to the commission, the Coastal Commission reviews the
project. Although few cases of mobilehome parks converted to
resident ownership have been taken before the commission to date,
at least one case has been brought to the attention of this com-
mittee where the commission's inability to consider the project
concurrently with the local agency has resulted in additional
problems and costs for park residents.

Purpose of Hearing

The complaints received by the Senate Select Committee on
Mobilehcmes have come from the Golden State Mobilehome Owners
League, various private conversion consultants, attorneys, and
individual mobilehome owners. 1In general, the complaints involve
the lengthy time period involved with the processing of public
reports or loan applications and the detrimental effect this has
on extending escrows or making it more costly for residents to
purchase their parks.
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The purpose of the hearing is for individuals and representa-
tives of organizations registering complaints to make a specific
case for their concerns and for representatives of the Depart-
ments of Housing, Real Estate, Corporations and the Coastal Com-
mission, where applicable, to respond.

The Committee will then consider making recommendations for
possible legislative action on legitimate problems left
unresolved.
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GOVERNMENTAL APPROVAL OF RESIDENT MOBILEHOME PARK BUYOUTS
HEARING TRANSCRIPT
10:00 a.m., FEBRUARY 9, 1988
State Capitol

SENATOR CRAVEN: Good morning, ladies and gentlemen. Thank

you very much for coming to this meeting of fhe Senate Select
Committee on Mobilehomes.

We are favored this morning by the presence of one of the
Senate’s most distinguished Senators, the Senator representing
the Gardena area for many, many years in Southern California,
who's been a leader in this house - and in both houses, as a
matter of fact - over a period of years. And I am delighted to
welcome my colleague, Senator Ralph Dills . . Ralph. And to my
left, Marsha Conkey, who is the secretary of this committee. BAnd
to my right, John Tennyson, who is the Consultant for the
Mobilehome Committee.

I appreciate your attendance here today at another session of
the Senate Select Committee on Mobilehomes. This marks the 17th
hearing of this select committee on a variety of mobilehome and
reiated issues - held since the committee's beginnings in 1983.

If you have not done so, let me suggest that you pick up a
copy of the background paper and the agenda for the hearing which

is up here in front.

- 11 -
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For several months the committee has been asked to hold hear-
ings concerning problems with state and local bureaucracies which
impede the progress of the conversion of rental mobilehome parks
to resident ownership. To date, most of these complaints have
been of a general nature.

There have been other complaints in past years which the
Legislature has addressed.

Concerns about funding of the Mobilehome Park Assistance
Program were dealt with by legislation authorizing a temporary $5
increase in mobilehome license fees. Legislation is currently
pending to provide another $3 million to the program from the
General Fund to assure loan money continues to be made available
and applications processed through the 1989 year without a
winding-down of the program that is otherwise anticipated.

We have passed clarifying bills to provide that local tax
assessors must abide by provisions of law exempting first-time
resident park conversions from Proposition 13 reappraisal. We
passed a bill a few years ago to clarify that nonprofit mutual
benefit corporations composed of residents who buy their rental
park - and otherwise do not subdivide - are exempt from the Sub-
divided Land Act requirements under the Department of Real
Estate.

But despite the aforementioned changes, I understand that as

the number of mobilehome park conversions increase - along with
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the popularity of the concept - that even more problems have come
to light.

We are here today to hear from you about some of the specif-
ics - about your particular concerns and problems with the agen-
cies which regulate or oversee park conversions.

We hope to concentrate primarily on state agencies today.
However, there are problems with local governments as well, but
they are so diverse that often they must be dealt with on a case
by case basis, and perhaps a future hearing can be devoted to
local governmental issues alone.

Before we get into the testimony, however, I'd like to inject
a few thoughts of my own.

It seems to me that a good deal of the problems we seem to be
hearing about have a familiar ring, that is, "it takes too long
for agencies to process the paperwork on conversions - which in
turn makes it more difficult to get the park owners to sell the
parks to the residents - and more expensive or difficult for the
residents to buy the parks in the first place.”

I think we need to realize that processing loans or approving
projects with a view toward protecting the buyer or consumer
interest is a legitimate function of many of these agencies.
Sometimes the projects in question can be complicated.

On the other hand, what we're talking about is not changing

the use of the land, not evicting the residents and erecting high
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rises or shopping centers, or not creating a new development in
order to line the pockets of some building developer or
contractor.

What we are simply talking about here is trying to preserve a
lifestyle - giving the residents of a mobilehome park the chance
to retain a simpler, less costly form of housing than would be
the case if they are otherwise some day displaced.

We are trying to preserve low cost housing for lower and
moderate income people - for senior citizens. And we are trying
to make them part of the system - if you will - to make them
first-time real property owners - in many cases.

What are the alternatives? Will the park be sold to another
landlord who will raise the rents and create economic eviction
for some of them? Will the park be sold to a developer who will
close it down in order to build luxuryv condominiums and evict the
residents? Will the mobilehomes become worthless when displaced
from the park with no other place to put them? Will the resi-
dents virtually lose any equity they have in their mobile- homes
- overnight - when the park closes down?

I believe that the social and economic problems caused by
these alternatives make it imperative that we do everything pos-
sible to help mobilehome owners buy their own parks - and see
that the concept of converting to resident ownership not only

becomes a reality - but prospers and expands in the future.
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The Legislature has gone on record in support of resident-
owned mobilehome parks. We think - considering the alternatives
- and for some of the reasons I have already mentioned - that it
is a good public policy! We want to protect the buyver - the
~residents - and we want to expand the loan programs available.

But we do not need to throw up roadblocks and interject more
red tape for residents to overcome before they can be permitted
to control their own destiny.

We want to streamline the process if possible - to "fast
track™ - to use a coined term, which is very, very popular today
- the approval process wherever possible to better enable resi-
dents to buy their own parks - which is, of course, our ultimate
obijective.

With the general comments that I've made, we want to hear
from you, now. We have about ten witnesses and and these are
persons who are from parks as well as representatives of various
agencies. We're going to run this perhaps a little more infor-
mally than we normally do, but let'’s begin with the normal situa-
tion of having the first person come up and testify.

When you come up, I think it's very important that you state
your name and your address and your affiliation if you have one.
This is being recorded which will be transcribed, and it becomes
a part of the record, so it's important that we get that informa-

tion at the outset.
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Before I call that first witness, I want to introduce another
very valued, dear colleague of mine, Senator Henry Mello, who
comes from Monterey, who is one of the leaders in the Democratic
Caucus in the Senate and has been for some years. I had the good
fortune of serving with him in the Assembly many years ago, and
he is a gentleman who has pursued his interests in mobilehome
parks and the people who reside in them over a period of years
and has been unrelenting in his guest to improve their plight.
So, it's a pleasure to have Senator Henry Mello with us today . .
Henry.

First witness is Marie Malone. I didn't see Marie out here.
Oh, there she is. Marie Malone is the president of GSMOL. And I
last had the pleasure of being with her in San Jose a couple of
weeks ago. Good to see you, Marie.

MS. MARIE MALONE: Thank you. Senator Craven, Chairman,

Senator Dills, Senator Mello. Thank you for holding the meeting
this morning. And I would like to, I would like to correct one
thing. I think in the beginning it was a fault that came about,
about eight years ago when we termed this the conversion of
mobilehome parks. I think it was a great error on our part, and
we should have called it what it really is, the resident purchase
of parks. Using the term, "conversion", threw us into a back-
ground of already existing law that has created great problems

for those residents trying to purchase parks.
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For example, one of the problems that we are facing is the
mental approach in government that we are changing the use of
these parks, and we are not. We are the same as any corporation
coming in to buy. The only thing that we are doing is, because
we are nonprofit, we are freezing our housing costs.

But due to this philosophy, we run into such things, and I'11
speak now specifically to Housing Community Development, and the
assistance from that agency to help the low-income resident be
able to participate in the purchase. As you are very much aware,
the mobilehome residents throughout the state of California asked
for an increase in their taxes with the understanding that that
increase would be set aside specifically to help our low income
receive funds so that they would stay in the park and that we
would not evict anyone economically from these resident-purchased
parks.

We have run into people apparently unfamiliar with the back-
ground of how this program came about, and we have - in one
instance that has been brought to my attention in the last few
weeks, to assist 31 widows in a park with low-income funds - cost
the consultant over $42,000 in legal funds just to work out the
kinks in this with the Housing Community Development. It seems
that basically, and I'm not condemning the people in HCD, it
seems what we are lacking is a clear, defined policy that must be

followed.




TESTIMONY, 2/9/88, Continued Page 8

For example, one of the reasons for the high cost was that
the beginning two-thirds of the people in the park must support
the purchase of the park, or it will not be approved for any
low-income assistance. This was all done; everything is fine.
Come closing time to the issuance of the application, the rule
comes in that they must be identically the same two-thirds at
that time as they were in the beginning.

It's almost humanly impossible to do this for this reason:
People in a mobilehome park, even though they're not going to
buy, will support the purchase because it enhances their ability
to sell their homes. It takes away the insecurity of the future,
and they can sell. And it may be such a thing that, say they are
from Illinois, and son and daughter want them to come back home.
They could have had their home up for two years for sale, and it
didn't sell because of the high rents. But upon a resident pur-
chase, they will sell, because the market is there.

Now, in addition to that, with the word "conversion", we have
legislation, laws, now, in the State of California that cover
true conversion of parks. And there are certain requirements
that must be met if a park is going to be closed, as you all
know, and the homes are going to be moved out. What is now hap-
pening is that they are requiring a reserve fund to be set aside
in the amount of $6,000 for each renter in the park. This is to

protect them in case they are economically evicted. What this
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really does is raise the cost to each one of the individuals that
are purchasing, initially, and eventually raise the rental cost
to those people who are renting, because someone must pay off
this loan, and the nonprofit corporation cannot take on that
additional burden.

Now, I do not find any place in the law that this is
required, and even under the true conversion law in the state of
California, there is no provision for a park owner, who is going
to close his park, that he must set aside $6,000 or any other
specified amount. It is upon the Impact Study, where this is
determined, and it is called, I believe, "reasonable” relocation.
This has created a very, very big hardship in some of the areas
where the people are really struggling to raise the money to
purchase their park.

Overall, the program is moving forward at a slow, but steady
pace, which we expected and which we're grateful for because we
feel that within the next two years, the explosion in resident-
purchased parks may come. But if there are so many roadblocks in
our way, then what is going to happen is that the people are not
going to be able to afford to do it. And I think that we defeat
our own purpose -~ our own goal.

Thank you very much.

SENATOR CRAVEN: Thank vyou, Marie.
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Now, if you will stay there for a bit, I'm going to ask two
gentlemen from H.C.D.--Al Blum, who is Program Manager for the
Assistance Program, and Dan Pennington, Chief of the Division of
Community Affairs--come up and join you here, and perhaps they
can shed a littlé'light on some of the comments which you've
made, all of which were most cogent.

Before we begin, I want to take just a moment to introduce
another colleague, Senator Bob Presley, who represents Riverside
County, a gentlemen who has a considerable number of mobilehomes
within his district, which is quite vast. He is the Chairman of
the Appropriations Committee in the Senate, and he is also the
gentlemen who is perhaps responsible for most of the law and
order as well as prison legislation, providing more facilities to
incarcerate people and to crack down and tighten up laws. He
comes from a law background, having served in the Sheriff's
Department in the County of Riverside. So it's a delight to have
him with us. Bob, welcome.

Yes, sir. Either one of you, just take a seat and join us.

MR. DAN PENNINGTON: Good morning, I'm Dan Pennington. I'm

the Chief of the Division.
SENATOR CRAVEN: Can you hear back there?
VOICE FROM AUDIENCE: No.
SENATOR CRAVEN: Oh, well, put it a little closer to you,

Dan.
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MR. PENNINGTON: Can you hear me, now?

SENATOR CRAVEN: Is that a little better? You could, Dan,
you can take that thing out and hold it if vou wish.

MR. PENNINGTON: I'm Dan Pennington. I'm the Chief of the
Division of Community Affairs for the Department of Housing and
Community Development, and while we didn't prepare a formal,
written statement for this, this morning--understanding that it
was more of an informal hearing--I would like to say that we did
meet with Marie yesterday, and we concur with a lot of her con-
cerns and feel that we need to review some of our procedures and
requirements. And particularly, we're interested and looked at
the two-thirds resident requirement.

It was this year we had it come into play and become an issue
for the first time and feel that there was some misunderstanding,
not only on the part of park residents and the consultants, but
perhaps even within our own department, where the two-thirds
requirement actually applies to two-thirds of the residents of
the park at the time of application and that when it goes into
escrow, there still needs to be two-thirds of the original park
residents, but it does not necessarily have to be - as long as
there are two=-thirds of the same people there, and not necessar-
ily the same two=-thirds that you started out with. It, it's
confusing, and I need to redefine it so that it is much more

understandable.

- 21 -




TESTIMONY, 2/9/88, Continued Page 12

SENATOR CRAVEN: Yes, I think I understand what you say. In
other words, you must presume - let's presume - that some of the
people, for one reason or other, leave. They expire, they move,
one thing or another. But they are replaced in kind by someone
else, who then must carry the same philosophic attitude as being
one of the two-thirds. So the fact that that has been trans-
ferred from me to you is irrelevant, as long as the number is
there, is that correct?

MR. AL BLUM: As long as the person replacing the person who

said that he was supporting the purchase in the first place and
decided not to buy was also a resident of the park at the time
the application was submitted for the assistance. So, we can't
replace with someone was not in residency prior to applying, but
you can replace....

SENATOR CRAVEN: Oh, so then you have to....

MR BLUM: Could I explain it a little, maybe it will be a
little clearer?

SENATOR CRAVEN: Sure.

MR. BLUM: We've got a red third, a yellow third and a green
third. Okay, the red third and the yellow third said that
they'll support the purchase of the park. They didn't commit to
buy, but they'll support the purchase. Okay, escrow's closed.
Okay, we want to see two-thirds of the red third and the yellow

third and the green third--any mix, now okay--support the
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purchase. So, the green third, that didn't say that they'd sup-
port the purchase still can be considered in the two-thirds at
the time the escrow closes.

SENATOR CRAVEN: I see, but that would require presumably
some degree of proselyting to pick up that vote.

MR. BLUM: I don't understand what you mean by proselyting,
sir.

SENATOR CRAVEN: Well, proselyting to me means to go out to
entreat somebody to do something.

MR, BLUM: Oh, well, you know.

SENATOR CRAVEN: So, in other words, I'm one of the green.

MR. BLUM: Yes.

SENATOR CRAVEN: And I took a fearlessly noncommittal stance.

MR. BLUM: Certainly.

SENATOR CRAVEN: I didn't say anything. And we have people
who do that, here, quite frequently. That's not particularly
unusual

MR. BLUM: ©No.

SENATOR CRAVEN: Nor is it necessarily frowned upon. But in
this instance, I am then, I become a little more important to the
whole concept because the red and the yellows have to convince me
to join with them, since I am one of the original residents -
resident of record at the time of application - and therefore, I

am an eligible person, and hopefully they can bring me onto their

- 23 -
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side to replace that vote or votes that they may have lost. 1Is
that correct?

MR. BLUM: That was the interpretation.

SENATOR CRAVEN: So, in other words, what I said initially
would not have been correct at all. Becauée you have to be a
resident of record at the time of application.

MR. BLUM: Right.

SENATOR CRAVEN: And no new resident can come in and fulfill
the obligation vested in the original resident.

MR. BLUM: Nothing is assumable under the program.

SENATOR CRAVEN: I understand. Good, Al. Thank you. John
has a question. Mr. Tennyson.

MR. JOHN TENNYSON: May I ask why not? It doesn't seem to me

logical that someone who is otherwise low income or otherwise
qualified under the program in terms of their financial status
couldn't otherwise assume that role. Their risk factor wouldn't
be any different, assuming they were financially qualified under
your program.

MR. BLUM: I assume your gquestion is rhetorical. We're lim-
ited by statute to assist those low-income households in resi-
dency at the time of the application. Okay, our statute requires
that they be the only ones assisted through the program.

SENATOR CRAVEN: Okay.
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MR. BLUM: If we're looking at a creative change, then the
assumability of the blending, as long as the households are not
displaced that are originally in residency, could be considered.

SENATOR CRAVEN: Well, Al, let me ask you a question. Are we
in this instance trapped by our own writing?

MR. BLUM: Yes, we are.

SENATOR CRAVEN: Okay. So, in other words, that's something
that should be laid at the doorstep of the Legislature. We're
the ones who created the problem, perhaps inadvertently.

MR. BLUM: Yes, we....

SENATOR CRAVEN: All problems that we create are inadvertent.
We never intend to create them.

MR. BLUM: Well, we're trying. Well, no, well, the problem
was created inadvertently, but I don't think there was a way
around creating that problem, in that you didn't, you are trving
to mitigate the displacement of low-income households at the time
of conversion.

SENATOR CRAVEN: Yes,

MR. BLUM: Okay, and therefore, you're limiting your assis-
tance to those households to mitigate that displacement. Now, if
you allow the replacement of those original residents at any time
during the conversion process, then you are creating the dis-
placement that you are trying to mitigate.

MS. MALONE: Sir, could I...

- 25 -
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SENATOR CRAVEN: Marie.

MS. MALONE: I think we've gone off the track, we have...

SENATOR CRAVEN: Okay.

MS. MALONE: What the question is this: We come in for a
park. There's two-thirds supported, whether they're buying or
not is irrelevant. All right. All their names are listed; it
comes in. They have nothing to do with the low-income requests
or applications. Those who later decide or are eligible for it
may not even be in that original two-thirds but are eligible for
low-income if they meet the criteria. We're not blanket-loaning
the park or anything, we're doing it by an individual low income
to individual members of that park.

Now, in this particular case, 31 widows - when those two
moved in as married, their income was up here where they could
afford it; the escalation of the rents and that and the expira-
tion of a spouse, who in many instances cuts the income almost in
half - placed them in a position where they were unable to raise
the funds to buy. They matched what they were required. Okay,
they came in for individual loans. Those individual loans were
granted, except the money was held because the same number of the
two-thirds, whose name was listed on the original, many of them

had departed the park. They had sold their homes; they had less

than two-thirds.
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This particular park gave to those who could not afford to
buy or did not desire to buy something that has never happened in
a park. They gave them a lifetime lease. This has never hap-
pened before. The lifetime leases under DRE would be the same as
purchase. It was not under HCD. Therefore, you didn't have the
same original two-thirds. And this is where the complexity
entered. It was not a loan to the park. It was individual
loans.

Our position is that on individual loans, this should not
apply.

MR. TENNYSON: And you're not displacing anybody because
they've sold voluntarily or whatever.

MS. MALONE: That's correct.

SENATOR CRAVEN: Would vou agree, now?

MR. BLUM: Right, I believe I know the problem that we're
addressing right here, and it was a little more complex than
that. The lifetime leases originally were recognized when the
project was approved. And both the local government contract and
the project contractor negotiated into the contract a condition
that the long-time lease holders be given recognition as home-
owners in the homeowner association. And that was acceptable to
the depaftment.

However, after the contract was contracted, of course, the

homeowner association took umbrage with that condition.
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SENATOR CRAVEN: Yes.

MR. BLUM: Rightfully so. But the two-thirds requirement had
to be met, anyway. And it was met by the prbject with households
who were in residency, and not the original supporting--but some
of the original--a mixture. And the lending did go forward.

SENATOR CRAVEN: Very good.

Yes: John mentions this $6,000 reserve situation.

SENATOR RALPH DILLS: Before we leave that...

MR. BLUM: In addressing...

SENATOR CRAVEN: Senator Dills.

MR. BLUM: Yes, sir.

SENATOR DILLS: Before we leave this two-thirds requirement
and the various colors that you talk about, is there specific
legislation required in order to meet that hiatus or the diffi-
culty that we're facing? And if so, does Mr. Pennington or any
of the rest of you have a suggestion as to how we can reach it?

MR. PENNINGTON: Well, it would require a change in the stat-
ute. But I don't think I'd want to say exactly what to do right
now, but we'd certainly be willing to sit down and talk with the
staff and work out something that would be acceptable. But it
would require a change in the statute.

SENATOR DILLS: Thank you.

MR. PENNINGTON: Okay.

SENATOR CRAVEN: Marie?
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MS. MALONE: Fine,.

SENATOR CRAVEN: Thank you, Marie, very, very much. Thank
you, gentlemen.

Why don't you just sit up here in the front row because I
have a feeling you may be back in front again.

Thank you both.

Next, is Sue Loftin, representing Continental Associates of
San Diego. Sue? Sue is not here.

All right. Adele Raymond from San Luis Obispo. Come up
here, dear, if you will and sit down there and tell us your name
all over, again. |

MS. ADELE RAYMOND: I am Adele Raymond, and I live in Chumash

Village Mobilehome Park. At our expense, they told us that we
would have to subsidize these people...

SENATOR CRAVEN: 2adele, do you live in the county or a city?

MS. RAYMOND: In the city.

SENATOR CRAVEN: Okay.

MS. RAYMOND: HCD has been very good to us. I think we have
no problems with them as far as we were told how many people
applied for that, and that the money was there and availablé.
But our big problem has been with the white paper--that's the
Real Estate Department.

SENATOR CRAVEN: Yes.




TESTIMONY, 2/9/88, Continued Page 20

MS. RAYMOND: They originally told us that we needed 51 per-
cent to buy before we could give out the escrows to the people.
Then in the middle of the thing, why, they've come up with 60
percent that are needed of the people to buy. In the meantime,
this has caused dissention in the park instead of going up, the
numbers have come down for people who are wanting to buy.

This has been some of the problem. We need 141 people to
close according to their 60 percent, and we have 117 out of 235
spaces.

SENATOR CRAVEN: Yes.

MS. RAYMOND: This has doubled our conversion cost, and we
are paying a gap loan now for ten months at $70 a month, and each
month it just creates more of a problem. People are just having
trouble coming up with this money and are not paying it. So we
are not able to pay the gap loan like we should.

SENATOR CRAVEN: I see. Well, now since you've mentioned
something in the DRE and we have a representative, is Mr. Dingman
here? Yes, would you come up, sir, please? Hopefully you heard
Ms. Raymond's comments.

MR. TENNYSON: How many months has this been in process?

MS. RAYMOND: How long has this been in process? Well, we
started to buy the park in October, 1985, and we have hired Con-
tinental Associates as our consultants. And then at the, in the

year of 1987, at the end of that year, our park owner wanted to
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be sure and sell the park, and we were not able to buy it, so a
holding company, Continental is the holding company, bought the
park. And then in April, it, we bought the park.
| MR, TENNYSON: April of "877

MS. RAYMOND: April of, yes, April the 13th of 1987 is when
we owned the park as homeowners in the park.

MR. TENNYSON: And it's been before the DRE since that time?

MS. RAYMOND: Yes.

SENATOR CRAVENs Mr. Dingman?

MR, MARTIN DINGMAN: Yes. Mr. Chairman, members of the com-

mittee. Martin Dingman, representing the Department of Real
Estate. What this lady has reference to is a regulation in DRE's
administrative code that deals with the subdivider, ordinarily
the subdivider having sufficient funds to maintain and operate
the park. The regulation says in effect that you must impound
until 80 percent of the units have been sold, so that we would
realize enough assessments to maintain and operate after the
closing takes place.

Insofar as Chumash Village goes, I do not have the filing
date that was made with us. However, we did make substantive
concessions concerning this regulation with Continental Associ-
ates who we termed the single responsible party. They're the

employee of the park residents who process the applications.
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In the case of Chumash, the original percentage of closing

was 60 percent. Our regulation says 80 percent. It's still 60
percent, but we made further concessions that would allow a clos-

ing over a period of time. If I'm not mistaken, this, the escrow
instructions were worked out in the month of December concerning
Chumash Village, and closing should take place momentarily.

But keep in mind that it was not since April of '85 or 1985
that this filing has been with DRE. They, the filing is a condo-
minium project. It took local approvals as far as getting a use
permit to be accomplished, and thereafter, the filing was made to
DRE in 1987, and they're just now getting all the necessary
documentation.

Furthermore, we have no control over how long it takes the
subdivider to comply with our deficiency notice. On the average,
we found, after taking a survey, they take 115 days to respond to
our deficiency notice.

Also it should be kept in mind that under the Business and
Professions Code, the department is subject to certain specified
statutory time frames in which to process subdivision applica-
tions for a Public Report. If the ideal situation took place,
that is, 1f we received a totally complete application, the pro-

ess could be completed within 85 days. I don't want to mislead

Q

anyone; we rarely get a totally complete application.
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It's a most complicated process, especially with the complex-
ities of the condominium-type documentétion governing instru-
ments, and I think we do perform a service to make sure that not
only mobilehome park subdivisions, but all common interest subdi-
vision purchasers, receive the protections of the Subdivided
Lands Act, including the impounding of purchase money until the
interest bargained for is delivered to the purchasers, the assur-
ance that adequate financial arrangements have been made for
construction of any facilities to ensure that the project will be
a viable one and that there will be no surprises such as balloon
payments, because in a condominium project, you have to have
partial releases from any blanket encumbrance, and this is the
service that the DRE performs as protection to individual
purchasers.

SENATOR CRAVEN: Thank you. Do you have anything further,
Adele?

MS. RAYMOND: Well, I, I do think, like Marie, the reserves
are very high, and we have to set these reserves up every month,
and it is sémething we cannot, monies that we can't use in any
way to sort of buy the park and all of these things.

SENATOR CRAVEN: Yes,

MS. RAYMOND: I realize condo evidently does take longer, but
it seems to me like it should be able to be speeded up faster
than this. You know. And the longer it takes it, the longer and

the more dissension you have within the park.



SENATOR CRAVEN: Well, of course, when you talk about time, I
suppose, as this gentleman has Said, yvou've got to start with the
local governmental activity...

MS. RAYMOND: Yes.

SENATOR CRAVEN: ...which provides sort of another layer of
governmental morass that you have to wade through. And my expe-
rience with local govermnments, although pleasant, has not always
indicated that they're the most expeditious group in the world as
to handling things, and I think that certain allusions have been
made to that.

MS. RAYMOND: Yes.

SENATOR CRAVEN: So we understand, and I don't think you have
to convince DRE that there's necessity to try to expedite this.

MS. RAYMOND: Right.

SENATOR CRAVEN: But they are beholden, at least in part, to
the local governments over which really they have no great
control.

MS. RAYMOND: Right.

SENATOR CRAVEN: Because it becomes jurisdictional, things
that they are invoking there at that level, is that not correct?

MR, DUINGMAN: That's correct, Senator.

I would also like to respond to the question of reserves.
What we do as a further added protection, is send our appraisers

to review the budget that the SRP, then in this case Continental
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Assocliates, has submitted that they have indicated will be suffi-
cient to run the project, that is, maintain it, and reserves are
part of that. We look at the entire budget and whether or not
the reserve component is adequate to take care of future mainte-
nance and major repairs and capital improvements.

SENATOR CRAVEN: Verv good thank vou.

Yes?

MS. RAYMOND: May I just say one thing?

SENATOR CRAVEN: You mavy.

MS. RAYMOND: I think that we are the first condo conversion
in thé county. And I think the city has been rather reluctant to
do anything because it's a first. And so they want to set an
example and a good example. So they may now want to help us
further, and we're hoping that they will.

But these other things I think that could be helped along are
the ones that I think we can do something about.

SENATOR CRAVEN: Very good.

We appreciate your testimony, Ms. Raymond. Thank you very
much.

MS., RAYMOND: Thank vou.

SENATOR CRAVEN: And we will see what we can do.

Thank you, Mr. Dingman.

MR, DINGMAN: Yes, sir.

- 35 -
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SENATOR CRAVEN: Next is Mike Mantel, Bank of America, Chula
Vista, which is in good old San Diego County. Good morning.

MR. MIKE MANTEL: Good morning. My name is Mike Mantel. I'm

the Vice President-Manager of Bank of America, Chula Vista main
office, and I also am responsible for Bank of America's statewide
program involving mobilehome park conversion projects up and down
the state of California. We run all of that through Chula Vista
Branch. So, I've been involved in mobilehome park conversions
since 1983 in all aspects of financing, and I've seen, we've
personally been involved in about 15 projects at one stage or
another to date.

We recognize the need and the importance of residents around
the state to take some form of action to control their own des-
tiny. And as such, we've been an active proponent and actively
supported resident-motivated conversions at every possible chance
that we get.

First of all, I'd like to talk a little bit about the HCD and
the MPAP program. That program is absolutely critical to any
given conversion that we've been involved with. We see that
anywhere from five to twenty-five percent of the park residents
that are in the projects we've been involved with are in dire
need of some sort of assistance financing to enable them to enjoy
the luxury of controlling their own destiny.

SENATOR CRAVEN: What percentage, Mike?
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MR. MANTEL: Between five and twenty-five on any given pro-
ject. It shades toward the high side at about a quarter of any
given project really, absolutely needs to have some form of
assistance.

SENATOR CRAVEN: Very good, thank you.

MR. MANTEL: To date the MPAP program along with some local
city and county programs in the given areas have been able to
meet the majority of those financing needs. What we find now is
that we have window periods wherein residents of any given pro-
ject don't know when they can apply or maybe they're told when
they can apply for MPAP funds, but they don't know that those
funds will necessarily be available. Residents in November of
‘87 may have a decision, a huge economic decision, whether
they're going to buy a park, yet they don't know if up to 25
percent of those people in that park will be eligible or will
even be able to receive any assistance from the MPAP program.

The program, itself, is a very good program, but a lot of the
residents are forced to make a buy-sell...a buy-rent...decision,
not knowing whether that program will be available.

Oftentimes, the benefits of the MPAP program and the adminis-
tration of the program are not understood by the consultants that
go into the projects. I've seen many occasions when the program
has been misrepresented as almost being a free lunch, and it

shouldn't. You know, I think one of the things we need to see is
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perhaps some on-site presence from a representative of the MPAP
unit, at some of the park meetings that occur around the state.

It seems to be very difficult to get a travel allowance or a
travel authorization for the representatives of the department to
go to some of the park meetings that are being held around the
state. Their ability to attend those meetings and their ability
to communicate the program would be critical to not having the
program be misrepresented.

Bank of America would like to work with the state.

SENATOR CRAVEN: Mike, you want to...

MR. MANTEL: Yes.

SENATOR CRAVEN: Mr. Tennyson.

MR. TENNYSON: Are you saying that they're, everything's run
from Sacramento? There isn't any on-site investigation or
consultation?

MR. MANTEL: Correct. I, you Know...

MR. TENNYSON: ...as far as your experience is concerned?

MR. MANTEL: The whole program is in Sacramento, and they're
limited by that geographic location. If there was even an office
in some of the areas that have a predominant number of mobilehome
park residents like San Diego, Los Angeles, et cetera, that those
people could go out on site and represent the state's program, it
would be beneficial. A lot of the times, the county and city

personnel are available for questions and answers in the parks,
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I'd like to pick up on another comment that was made earlier
on the financing aspect. Our goal when we get involved in the
financing of any given project is that any resident's post-
conversion occupancy expense will be no greater than 25% above
what his preconversion occupancy expense was, meaning that an
individual probably comes out equal on an economic basis if he is
able to hold his cost of ownership within 25% of what it was as a
renter.

What we have seen is residents be able to buy parks at prices
that are fairly reasonable. However, by the time the conversion
process is completed, too much responsibility is placed on the
buyers of the project to subsidize and protect the non-buyers.
The reserves that Adele Raymond was just mentioning, we have
financed the Chumash Village project, and the residents-—--over 20%
of their purchase price on those projects—-on their individual
spaces--goes to reserves to protect the people that will not buy.

It's interesting that we have an MPAP pfogram allowance of
$535,000, I believe, allocated to that project to enable the
low-income people to preserve their lifestyle so that they would
not be economically displaced; they have an alternative available
to them. However, the residents who are buying in that project,
their cost of ownership from a financing standpoint is going up
almost $50 a month if they borrow the $5,000 or $6,000 that they
need to put into these reserves to give these people a double

protection.
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It's interesting, you know, that the people have an option to
protect themselves, and if they don't select to do that, it is
being asked of the other residents in the park to protect them
further against the unknown circumstances of economic
displacement.

MR. TENNYSON: What kind of protection are we talking about?

MR. MANTEL: I'm not sure how the whole, yvou know, it's some
sort of relocation reserve or displacement reserve, et cetera.
I'm not a hundred percent up to date on that. All I know is that
it seems like between the various agencies, there's a lot of
double protection that goes on.

If we make an MPAP program loan available to a resident, do
we also need to have a subsidy to protect that resident from the
economic displacement if the rents go up. You know, they've got
two alternatives, and unfortunately, it's the residents that are
buying that aren't low income that are being asked to pay a
fairly hefty price to protect that person who already had a pro-
gram in place that could have protected them.

Another area that may warrant study would be some sort of
incentive to park sellers to incourage them to sell to the resi-
dents and cooperate with the residents in achieving the goal of
home ownership. Oftentimes now park sellers that are anxious to
get out of a project, if there was some tax incentive or some-

thing else that would enable them to stay in.
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Commercial banks and any lending institution is only able to
assist with a certain portion of park resident financing. We
cannot provide a 100% financing to a group of residents who
desires to buy in their park. Their ability or inability to
obtain what we call equity infusion or the secondary financing is
going to be critical to their ability to buy. Some sort of
incentive with the sellers would help in that regard.

The only other comment I would make is that the timing on
these projects since 1983 seems to have almost doubled. I don't
know what causes that. Obviously there's a lot of government
involvement. We're 100% supportive of the Department of Real
Estate's involvement. Obviously, we want their blessing on a
condominium project before we will finance it. However, it seems
that what took three to five months in 1984 is now taking over 12
months. I can't say that anybody in the Department of Real
Estate~-—-anybody in MPAP--don't know where it lies, but it just
seems each project drags on further and further. The inherent
risk to the resident groups is they're making a decision month
one to buy a mobilehome park. They know what interest rates are,
they know what their post=-conversion occupancy expense will be,
and they make an economic decision.

If the process takes 12 months, the economic scenario can
change so greatly that interest rates could be higher; therefore,

post-conversion occupancy expenses are higher if they borrow the
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money, and they get into kind of a dilemma, in that they bought
the park anticipating interest rates of, say, ten percent. If it
takes a year, they could easily be 12, 14 percent, driving up the
cost of ownership.

The only thing I would ask of all the agencies involved is
bear in mind that time is of the essence. We don't have a devel-
oper taking a developer risk. We have a group of very needy
residents needing the assistance of the state to get this project
through in a timely fashion to protect them from all the inherent
risks of owning this project and taking that developer risk.

SENATOR CRAVEN: Very good. :

MR. MANTEL: Thank you.

SENATOR CRAVEN: Thank vou, Mr. Mantel.

John, do you want to just briefly mention S.B. 5257

MR. TENNYSON: S.B. 525 by Senator Craven is pending before
the Assembly, having passed the Senate. It would appropriate $3
million from the General Fund to provide additional funding for
MPAP on the additional year of its extension until it sunsets in
1990.

SENATOR CRAVEN: Very good.

Next we have Arthur Reinhart from Fairfield, California.

MR. ARTHUR REINHART: Members of the Senate Select Committee,

my name 1s Arthur Reinhart. I reside at 23 Valencia Court,

Fairfield. Formerly before retiring, I was a policy and



TESTIMONY, 2/9/88, Continued Page 34

procedure analyst for large corporations. I am presently presi-
dent of United Mobilehome Association of Fairfield, Incorporated.
This is a corporation, this corporation is a limited equity,
tenant-owned co-op. Our organization actually bought two adja-
cent parks, Dover and Country Club Estates, on December 24, 1986.

This was accomplished with minimal funding, namely a $20,000
grant from the city of Fairfield and about $12,000 was raised
among the residents. Purchase price of the two parks was
$7,625,000 for a total of 414 spaces, plus clubhouse, pcols, open
spaces and so forth. The loan financing was as follows:

$5,700,000 from a savings and loan corporation

$ 830,000 from HCD under the MPAP program

$1,222,000 from the former owner, which included closing

costs, fees and so forth

We negotiated this financial package shortly after A.B. 256
was signed by the Governor on the assumption that we could sell
shares to residents to pay off the loan. The shareowner would
then have the right to live in a space as long as the resident
owned all or a part of the share equity.

It was then determined in early 1987 that A.B. 256 was flawed
and that we must, on legal and consultant's advice, go through
the Department of Real Estate. The application was filed in
February of 1987. Since then, DRE has insisted on almost impos-

sible terms, treating our co-op as if it were a promotional for
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profit developer's project with reserves to be established before
shares could be sold. Our legal counsel has advised the co-op
not to solicit any funds for such reserves as we might be legally
vulnerable,

This was only one of a long list of controversial roadblocks.
Our appeal to HCD for help...our appeals to HCD for help were
ineffectual because of interdepartmental reluctance to interfere
with DRE. Functions and their process..., excuse me...reluctance
to interfere with DRE functions and their processing of
applications.

Continuing delays, like change of personnel, legal adminis-
trative problems with state departments, cost our organization
hundreds of thousands of dollars. As an example, the only own=-
er's third position note was due in full on August 1, 1987, or a
penalty or $100,000 was assessed to add to the principle. This
in conjunction with a $10,000, $12,000 monthly interest payment
on this note sorely taxed our cash flow.

Another drain on our cash reserve was DRE requirement to
renegotiate the $5,700,000 loan, which was originally based on a
30 year amortization, to a 20 year amortization. This little
change cost us $57,000.

On and on it goes with consulting legal fees continually
mounting and becoming unbearable. The last blow to be delivered

was a statement from the title company, listing a fee of $622 for

processing each share that we are selling, or a total of $255,000.
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To date, we have received no DRE Public Report, although we
expect it shortly. 1In all fairness to DRE, it is not to blame
for all of these delays. Title company inefficiency, legal sna-
fus, et cetera make this a classic example of Murphy's law at
work.

Our tenants, who in the past have so strongly supported this
project, are fearful, disenchanted and confused and rightly so.
Now, may I offer a few suggestions to help alleviate this horren-
dous disorganization at state level?

Put the complete program for tenants to purchase their parks
under the Department of Housing and Community Development. This
would include instructional and informational assistance upon
preliminary application by the tenant organization.

Two, administrative licensing of all consultants who may be
retained by the tenant organization. This would include attor-
neys as well. Why reinvent the legal wheel? Supervise the total
process of licensing to sell shares or spaces.

Provide adequate funds to carry forth this program by HCD.
Our organization joins with so many other tenant groups in plead-
ing for help. We need it immediately. We need an urgent do-pass
bill to help us get out of this quagmige with a grandfather
clause for these, for those organizations which have been cut up,
caught up in this mess. We need complete direction and control
from one state agency, and that should be Housing and Community

Development.
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Thank you.

.SENATOR CRAVEN: Thank you very much, Mr. Reinhart. Appreci-
ate your very cogent comments.

You have a prepared statement, which hopefully you will leave
with us for the record.

MR. REINHART: Yes.

SENATOR CRAVEN: All right, the next...Senator Dills, the
hour of eleven o'clock has now arrived. Senator Dills has other
business that he must attend to at eleven. So, as he departs,

why don't we call a five minute recess?
(RECESS)

SENATOR CRAVEN: Call the meeting to order.
Next, we have Elizabeth Vogel, Santa Cruz Community Housing
Corporation. Good morning, Elizabeth.

MS. ELIZABETH VOGEL: Good morning. My name's Elizabeth

Vogel. I work with the Santa Cruz Community Housing Corporation,
which is a nonprofit, housing development corporation.

We're assisting the residents of the El1 Rio Mobilehome Park
with the conversion of their park to a resident-owned, limited
equity housing co-op. We're scheduled to close escrow February'

18th, and we have a conversion loan from, through MPAP.
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And if it would be all right with you, our executive director
is here, as well. Can we both come up?

SENATOR CRAVEN: Of course. We'd be delighted to have him.

MS. VOGEL: He's the next person on the list, Arnie Fischman.

MR. ARNIE FISCHMAN: Executive Director of the Santa Cruz

Community Housing Corporation. Thank you, Senator Craven - mem-
bers of the committee.

SENATOR CRAVEN: Very well. While we're introducing one
another, let me introduce another very valued assistant to this
communitv. This is Assemblywoman Lucy Killea from San Diego
County, who has a continuing interest in this program and has
been one who has provided yeoman-like service for all our legis-
lation in the other house. So, it's very nice to have Ms. Killea
with us this morning. Lucy.

MS. VOGEL: The specific issue that we'd like to address 1is,
was briefly touched upon earlier by Marie Malone. And that has
to do with the eligibility requirements, both in terms of being a
low-income resident and also in terms of living in the park prior
to the date the loan's filled.

Now in the case of the Del Rio, which you, yourself, men-
tioned, we've had two people die, and we've had a few people move
out because of various personal reasons - nothing having to do
with the conversion of the park. However, our loan, the $518,000

is based on 50 people having submitted reservation forms. Now,
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each time we lose one of these pecople for one reason or another,
we are left with having to scramble to hopefully find another
low=income person that can replace that low-income person so that
we're still eligible for the same amount of the loan, or else,
when we roll over the conversion locan to the blanket loan, we'll
be faced with having to give back money to the state and find
another source of permanent financing, even though we already
have all the permanent financing in place to make up the balance
of this.

SENATOR CRAVEN: Elizabeth, let me interrupt you at that
stage.

MS. VOGEL: Yes.

SENATOR CRAVEN: When you're faced with a problem which
you've just recounted, do you take an active role in trying to go
out and find replacements?

. VOGEL: You bet. The r

1]

[63]

idents take a very active role
trying to do that.

SENATOR CRAVEN: I see. So, in other words, they have to go

5

(

ut and intrigue those people, who perhaps did not commit immedi-

o

tely, to join with them.

MS. VOGEL: Right.

SENATOR CRAVEN: ...To provide the numbers necessary.

MS. VOGEL: Right. Which, this doesn't have anything to do
with the two-thirds. This has to do with the loan dollar amount

that it's down to.
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SENATOR CRAVEN: Yes. Okay. Very good.

MR. FISCHMAN: In other words, if I can interject, we're
talking about the number of people who're actually benefitting
from the MPAP loan to low-income eligible residents of the park.
Even though, well, in the case of the El Rio Mobilehome Park, the
overwhelming majority of the residents are low income, but not
all of them submitted applications for MPAP assistance.

In order to, in order that the amount of MPAP loan noct be
reduced, the residents of the park actually have to get addi-
tional MPAP-eligible households who had not submitted applica-
tions previously to also agree to submit applications. In other
words, they have to go to a very limited pool of people. People
who are number one, low income; number two, lived in the park -
in this case I think it was April 10, 1986...

MS. VOGEL: 87

MR. FISCHMAN: ...87, and have those people now submit an
additional application for MPAP assistance. Or else, when the
conversion loan rolls over, the blanket locan will actually be
faced to pay back something like $11,000 to MPAP for each one of
those households who may have passed on or left the park.

And there is absolutely no source of funds available in the
deal to do that. So they're in a very terrible crunch.

MS. VOGEL: And there have been new low-income people moved
into the park since the date of submittal, but prior to the loan

closing, that can't get the benefit.
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SENATOR CRAVEN: Can't get it then.
MR. TENNYSON: T think we've...
MS. VOGEL: Right, we can't use them.

MR. TENNYSON: We heard earlier that perhaps we need

legislation on that.

MS. VOGEL: Yes.
SENATOR CRAVEN: Just tell me, what constitutes "low income®?

MS. VOGEL: 80% of the county median.

SENATOR CRAVEN: 80% of the county?

MS. VOGEL: Although in the case of the El Rio, probably the
majority is 50 percent of the county median.

SENATOR CRAVEN: What figure would that be, Elizabeth?

MS. VOGEL: For a one-person household, that would be, for
80%, it would.be less than $18,850, and I believe 50% would be
$13,000.

SENATOR CRAVEN: I see, I see.

MS. VOGEL: And in case of the El Rio, the majority of the
people are way below the $13,000 range.

SENATOR CRAVEN: Yes,

MS. VOGEL: So, and the other...

SENATOR CRAVEN: How old a park is El Rio?

MS. VOGEL: A very old park. It was started as an auto court

in the 20's and it evolved to a mobilehome park.
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SENATOR CRAVEN: Oh, really? I see, I see. So, I'm
presuming they don't have a luxurious clubhouse and pool.

MS. VOGEL: No, they have a very small clubhouse. That's the
only amenity, but it's a very charming park.

SENATOR CRAVEN: I'm sure it must be charming. Very well,
all right, go ahead.

MS. VOGEL: And the other problem with the way the legisla-
tion is written, is if somebody is currently employed and is
going to see retirement in a few years and have their income very
much reduced, if one of the MPAP households move out, an existing
resident can't assume the benefits even though their income may
have gone down substantially.

So, we're not only stuck with people that might die, people
that move into the park subsequent to the date of submittal, but
people who then may need the benefit but can't get it because it
wasn't, the program wasn't set up that way.

SENATOR CRAVEN: Do you, do you have - someone mentioned it
earlier - a situation where you begin your entry into the pro-
gram, if you will, and this certain interest figure that you say,
well, it's going to cost us X-number of dollars or percent. And
then, when the situation is consummated, it may be considerably
more, probably rarely less, but could be considerably more. Does

that create problems for you on a...
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MS. VOGEL: Well, we, in our specific situation, that didn't
happen. We were very fortunate to put together a great financial
package where everybody in the park, either their rent stayed the
same as what they were before the residents bought the park, or
they are reduced through the MPAP assistance.

SENATOR CRAVEN: I see.

MS. VOGEL: But that was,

SENATOR CRAVEN: All right.

MS. VOGEL: ...oh, probably once in a lifetime opportunity.

SENATOR CRAVEN: Yes, it may well be. Do you have anything
further?

MR. FISCHMAN: Yes, I could elaborate on those points and
also some others that I°'d like to introduce to your attention.

1'd like to emphasize that the Community Housing Corporation
is, itself, a nonprofit Texas-M corporation under contract to the
City of Santa Cruz to provide affordable housing opportunities to
ilow—~income residents of Santa Cruz. And for that reason, we
encouraged the residents of the El Rio Mobilehome Park to do the
conversion through a limited equity housing cooperative, an own-
ership structure that we emphasize in all our work, which is
designed specifically to maintain housing stock as permanently
affordable to low-income households.

The impact of the particular regulation that you've heard

about today which restricts residents who may benefit from the
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MPAP program of assistance to residents who lived in the park on
a certain day, the impact of that on this particular experience
is that it makes it absolutely impossible for the park, even
structured as a limited equity housing cooperative, to serve as a
pool of housing resource for the low~income residents of Santa
Cruz.

In other words, even after the park is converted and is owned
by the co-op, when a low-income household moves out - and that
low-income household is able to participate in ownership of the
park only because they are receiving MPAP assistance - when that
household moves out - and all the loans in this case are blanket
loans, there are none of them are individual loans - when that
household moves out, they must be replaced by someone who will
not receive MPAP assistance. In other words, over time, the park
is being forced into a situation where either a low-income person
moves out and a new low-income person moves in, but that person
must - is guaranteed to - pay more than they can afford to pay
for housing because they are prohibited from getting MPAP assis-
tance, or the low-income person must be replaced by an upper-
income person. So that over time, a predominantly low-income
park will be converted to a predominantly upper-income park,

which I am sure is the exact contrary of the legislative intent

for the MPAP program.
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Now in the case of the El Rio Mobilehome Park, the financing
was a very creative package in which it is originated through tax
exempt bond sold by the city of Santa Cruz, and the requirements
of that tax-exempt financing require that 85% of the residents be
permanently low income. So in this case the residents have to,
when residents leave, they must be replaced by new low-income
households. So you're locking future people coming in to pay
more than they can afford for housing.

In other words, this particular piece of the MPAP program -
the way it is set up now - is designed to benefit those low-
income households who happen to be living in the park on a cer-
tain date rather than the households - the low-income population
of Santa Cruz Coﬁnty as a whole, who may desire to live in
cooperatively-owned mobilehome park. TIt's not designed for the
public benefit, but is a private benefit to a particular handful
of individuals, which is totally contrary to the whole structure
of the limited equity housing cooperative, and I suspect, to the
underlying purpose of the MPAP program.

The solution, I think, is to design, is to redesign the pro-
gram so that it works the same way that many other housing commu-
nity development - state housing community development programs -
work, whereby assistance is provided to a housing dévelopment, in
this case a cooperatively-owned mobilehome park, the Co-0Op agrees

to use that assistance specifically to make a certain percentage
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of the units affordable to low-income households and to devote
that given percentage of units in the park permanently, or at
least for the term of the MPAP assistance. But in the case of
the El1 Rio, they would certainly be willing to do it permanently,
to a given percentage of low-income households, and the MPAP
money will always be used in that way to reduce the housing costs
of eligible recipients. And I think it's actually a fairly sim-
ple mechanism that could be put in place, and it already is in
place for many other HCD programs.

SENATOR CRAVEN: The Community Housing Corporation is, is it
allied or a part of a governmental structure?

MR. FISCHMAN: No, we're a private, nonprofit corporation.
We have a contract with the city to provide affordable housing.

SENATOR CRAVEN: Attitudinally speaking, do you get along
well with the city?

MR. FISCHMAN: O©Oh, yes, the city is a tremendous support for
all our projects and particularly this one. They're issuing the
bond which is the primary source of financing for the park
purchase.

SENATOR CRAVEN: Do you, your activity, is it restricted to
the county?

MR. FISCHMAN: Yes.

SENATOR CRAVEN: 1Is it? Very good.

Dan, do you have any...no, Dan is not here. Well.
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MR. FISCHMAN: There are a couple of other issues I wanted to
mention, too, more briefly.

One relates to the timing question. As people are probably
aware, it is very difficult to find conventional financing for
mobilehome park acquisitions, for any park, particularly when the
park is predominantly low income, it's even more difficult, and
added on top of that using an unconventional ownership structure
like a limited equity housing cooperative, it is extremely diffi-
cult to find sources of permanent financing.

In the case of the El Rio, the real carrot was the MPAP
assistance. This idea that it would be possible to get a large
amount of money because there are so many low-income households
in the park at 7% interest with a ten-year deferred payment was a
real carrot to encourage the other sources of financing. 1In this
case, even though the city was issuing the tax exempt bond, a
local bank was purchasing the entire proceeds of the bond and
turning it around to a mortgage to the residents.

Also, the owner, in selling the park, was interested largely
by this availability of attractive MPAP financing. Also, many of
the residents, themselves, overcame their, initially - and this
is very low-income park people - who are very discouraged and
have difficulty believing that it would actually be possible for

them to own their own mobilehome park on terms they could afford.

So part of the purchase agreement between the owner and the
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residents said that they would be able to obtain a commitment
from MPAP within a certain period of time - a conditional
commitment. And the owner was only willing to sell if the
residents were able to get that conditional commitment within a
certain number of days. Similarly, the bank was only willing to
involve itself in this part of the financing if we were able to
get a commitment from MPAP within a certain number of days.

So, in pulling these deals together, it's a very important
public purpose for MPAP to be willing to make its commitment
early on so that the owner and the other sources of financing of
the residents - the whole deal - can be structured around that
commitment from a public source.

In our case, as the deal progressed, we learned that due, I
think, largely to demands on staff time at MPAP, MPAP's philoso-
phy was changing that they actually wanted to see all the i's
dotted and firm commitments from all the other parties before
MPAP would make a commitment of financing, even a conditional
commitment and that they wanted to be the last money to come in
rather than the first, which was contrary to the way we had orig-
inally begun structuring the deal.

For deals like this to succeed and go forward, particularly
for low income parks - particularly for limited equity co-ops - I
think it is very important for MPAP to have the staff resources,

not to give out commitments to anybody who walks in the door but
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to make their commitments very early on in the process for viable
deals so that the other sources of financing can be pulled in, so
that the owners will be interested in selling, so more and more
tenants will be interested in participating.

In terms of the DRE, in our case, the El Rio was actually
exempt from the public report requirements because limited equity
housing cooperatives, which have at least 50 percent of their
financing from public sources and which have regulatory agree-
ments with provisions to protect residents of the co-op in place
with a public agency, all applied in this case. I think it would
be helpful if the DRE regulation was changed so that you didn't
have the requirement of at least 50 percent of the total
financing from public agencies. In the case of MPAP, it's
unlikely that 50 percent of the financing will come from MPAP,
but if you do have a regulatory agreement with a lot of provi=-
sions to protect residents - and it is a limited equity housing
co-op - I think there is adequate grounds to exempt the project
from the DRE process.

Finally, I wanted to mention the issue of age restrictions
which is an important issue today in mobilehome parks. There are
many parks in the state which are adults only parks, many parks
which are senior parks and have different age restricfions.

Right now under state law under the recent Supreme Court ruling,

it is legal under California law to have an adults—only park.
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Since, at least a substantial portion of MPAP funds come from
payments which are made by all mobilehome park residents in Cali-
fornia, I think that any mobilehome park which complies with
state law ought to be able to participate in the MPAP program.
Right now there is a philosophy at MPAP that adults-only parks
should not be able to get the benefits, should not be able to get
MPAP loans, even though it is perfectly legal under state law
right now for a park to be structured in such a way.

And let me say that I am very committed to providing housing
to families with children. 1In fact, I'm actually personally the
author of both the City of Santa Cruz and County of Santa Cruz
child discrimination ordinances which make it illegal to discrim-
inate against households with families in rental housing in Santa
Cruz. But I do believe just as a matter of democracy that people
in mobilehome parks, when the park is complying with state law -
and I must say, after working with the El Rio Mobilehome Park,
and I think if people here say the facilities or lack of facili-
ties for children in the El1 Rio Mobilehome Park, they would be
very sympathetic to the residents desire to notbhave children in
the park.

That concludes my remarks. Thank you.

SENATOR CRAVEN: Al, do you want to make any comments on
behalf of the alumni association of DRE?

Oh, Mr. Dingman is here. Yes, I didn't realize, I'm sorry.
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MR, DINGMAN: Mr. Fischman mentioned the fact that the
mobilehome park he was telling you about is exempt from DRE
processing.

Mr. Reinhart, who earlier talked about his problems with the
Dover Mobilehome Park in Fairfield, also has a project that is a
limited equity housing cooperative. Exempt - it could be exempt
from DRE filing or processing.

I have to explain a little background, if you will, Mr.
Chairman. In 1981, the Department of Housing and Community
Development sponsored A.B. 2781 (Bates), which provides a condi=-
tional exemption from the Subdivided Lands Act for limited equity
housing cooperatives, in which HCD or other governmental entities
provides financing of at least 50 percent of the construction or
development costs of the cooperative and enters into a regulatory
agreement with the recipient of the financing or the subsidy.

DRE will not assert Jjurisdiction upon receipt of a completed
claim or notice of exemption form indicating compliance with the
conditions for exemption, including a copy of an opinion of the
attorney for the recipient of the financing that the project is
statutorily an exempt, limited equity housing cooperative.

Since enactment of B&P Code Section 1103.4(b) in 1982, we
have received approximately 24 notices of exemptions. As of

late, however, we have received subdivision applications such as

Mr. Reinhart's project for mobilehome parks proposed to be
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converted to limited equity housing cooperatives which are deemed
by the applicant to be non-exempt projects, even though
substantial financing is provided by federal, state or local
agencies, specifically named in the exemption.

The problem is, with what I believe tc be too narrow an
interpretation of "development costs". The applicants are
reading "development costs" to be synonymous with the purchase
price of the project or total financing costs. A review of the
legislative history of A.B. 2781 indicates, to me at least, that
no such interpretation was meant to apply to the exemption
language when the exemption was worked out between HCD and DRE.

I am advised that some legal counsel for sponsors of limited
equity housing cooperatives are working toward clarifying lan-
guage to alleviate the problem of dual jurisdiction with regard
to qualified offerings.

Also, I'd like to point out among the requirements of the
conditional exemption is that an information report be distrib-
uted to the purchasers which, while not the equivalent of a white
paper or a final subdivision public report, is at least a disclo-
sure notice of what the purchasers can expect from purchasing in
the development.

Just if you will allow me just one more second, I would like
to emphasize the problem with Mr. Reinhart's development involved

the lack of adequate financial arrangements to assure the payment
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of, I believe, two balloon payments on a blanket mortgage on the
property. And, as I understand it, he's been told that our
public report is imminent, and I'm going to check on that as soon
as I get back to the of

SENATOR CRAVEN: Thank you, Marty. Mr. Tennyson.

MR. TENNYSON: Perhaps, then, we need clarifying legislation
to provide that the exemption applies in cases where you have the
actual purchase price rather than the development and purchase
price from public funds?

MR. DINGMAN: Well, the law says that financing at least 50
percent of the construction or development costs, and I believe
that the attorneys will not write an opinion letter that it is
statutorily exempt because they are interpreting 50 percent of
the construction or development costs as the purchase price, when
in fact, in reviewing the legislative history, I find that DRE
was concerned with new parks, that 1s, the construction and

development costs of a new park. On conversions, they're already

)
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here; everything's there. They may have some minor improvements
or substantial improvements, but in any event...

MR. TENNYSON: Okay, but what will we need to do to address
this problem here with regard to exempting limited equity co-ops
that already have some public scrutiny where you can't get 50

percent funding from the public? They can only get 30 percent

from the combination of MPAP funds or local government funds.
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MR. DINGMAN: Well, again, again, the DRE's concern in nego-
tiating that exemption was with new projects and the costs to
construct facilities from the ground up. But most of the limited
equity housing cooperatives - perhaps 100 percent of them - have
been conversion projects - the construction is already there, the
common facilities are already there. So, I say, it's a....we
need clarifying language in 1103.4(b).

SENATOR CRAVEN: Yes, Senator Presley.

SENATOR ROBERT PRESLEY: Some of the issues raised by Mr.

Fischman that if it's an adult only park, that you're not allowed
to get any of this money...

MS. VOGEL: That relates to Housing and Community
Development.

SENATOR PRESLEY: And that's the other people.

MS. VOGEL: Yes.

SENATOR PRESLEY: That sounds like, is that a regulation?

MS. VOGEL: I believe it's a policy. I, maybe you should...

SENATOR PRESLEY: It sounds like it is inconsistent with the
law, though.

SENATOR CRAVEN: Dan, do you want to come up and comment on
that?

MR. PENNINGTON: It's a basic legal issue that has come up
with the recent Supreme Court ruling, and what we say is that if

it's a seniors only, it's all right. 1It's only if you try to
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restrict keeping children out of it.....and that's confusing
isn't it? 1If you, if you say it's seniors only, it's okay. But
if you say it's an adult only, it's not all right in terms of our
regulations.

SENATOR CRAVEN: Well, Dan, I run into a situation in a per-
sonal sense at times where I feel that socio-economic or social
policy seems to transcend equity in some areas. To me, the foun-
dation stone is the fact that all of these people are contribu-
tors, and to restrict a class simply because of a bit of nomen-
clature, does not - in my judgment - seem to be appropriate.

MR. PENNINGTON: Well, in essence, Senator, that's what we're
trying to do is to say, "You can't restrict these parks if you're
going to get our money." It's only because of the Supreme Court
decision that allows them to have seniors only parks.

SENATOR CRAVEN: Well, you said if you say, "Seniors," there
is no problem. But if you say, "Adults only," there is a
problem.

MR. PENNINGTON: Correct. Correct.

MR. FISCHMAN: TIt's my understanding that under state law at
the moment, adults only parks are legal.

MR. TENNYSON: That's correct. 798, 799 point whatever it is
- 5 -~ of the code permits own-your-own type parks to have adult
only rules. How can a department supersede the authority of
state law and of a unanimous Supreme Court decision that said

adults only parks are legal?



TESTIMONY, 2/9/88, Continued Page 56

SENATOR CRAVEN: That's my point. I don't understand it.

MR. PENNINGTON: I totally agree with you. I'm not trying to
debate because it's a legal issue. This is what they're tell-
ing....0ur legal people have told us that we are trying not to
restrict these, but that we have to go along with the seniors
only because of the Supreme Court ruling.

SENATOR CRAVEN: Well, but then the Supreme...

MR. TENNYSON: There's no authority for seniors only in
mobilehome parks under law, so how....It doesn't make sense.

MR. PENNINGTON: Well, we've been debating this substan-
tially, too.

MR. DINGMAN: I think what hasn't been addressed here is not
only the provision of the Civil Code that Mr. Tennyson called
about and the Supreme Court Decision, but there is the amendment
to the Unruh Act, which occurred a few years back, I believe it's
51.3 of the Civil Code, which essentially denied adult only com-
mon interest subdivisions and common interest or resident apart-
ments units being limited to....

MR. TENNYSON: Excluding mobilehomes, though.

MR. DINGMAN: But not, well, yes, excluding the.....

SENATOR CRAVEN: They don't fall under the category.

MR. DINGMAN: Righti. I take it back.

SENATOR CRAVEN: Okay. Very good, Marty. Well, I think we

won one and lost one, John.
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MR. PENNINGTON: As you can see, we're all confused about it.
SENATOR CRAVEN: Well, it is a confusing area, and perhaps

that's one that we can attack. And that's, of course, basically

the reason we get together like this from time to time to sound
out these things and try to find some avenues to approach the
problem with the though of alleviating it or correcting it
completely.

Do you have anything further, John?

Bob?

SENATOR PRESLEY: I'm not sure I'm real clear, yet. You say
if it's seniors only, then it’'s clear that you have to let them
participate in the money.

SENATOR CRAVEN: Yes.

SENATOR PRESLEY: But if it's adult...
MR. PENNINGTON: If it's restricted to adults, only

SENATOR PRESLEY and that's where the kids come in?

o6

MR. PENNINGTON: Right.

SENATOR CRAVEN: Well, adults only would be 18 and above.

MR, PENNINGTON: Yes, you'd have to be over 18 before you
restricted the park not to allow...

SENATOR PRESLEY: 18 and over are just overgrown kids.

MR. PENNINGTON: I have several; I know what you mean.

SENATOR CRAVEN:: They could be just as much of a problem

(S RE R
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SENATOR PRESLEY: That sounds like an area that the committee
needs to try to clarify.

SENATOR CRAVEN: Yes, very definitely, Bob. The point's well
taken. Thank you Dan, Marty. Very good.

MS. VOGEL: And if there's anything that we can assist you
all with working out the definition of low income and how it
affects, please let us know.

SENATOR CRAVEN: Fine, if you want to report at 0800 tomorrow
morning.

MS. VOGEL: Thank you.

MR. FISCHMAN: Thank you.

SENATOR CRAVEN: Thank you both very‘much. That was very,
very fine.

Well, we have Evelyn Linnertz, Bank of America. Did I pro-
nounce that correctly? Very good, I missed Mr. Mantel, however.
His name is spelled differently: M-A-N-T-E-L. I thought that
was Mantell. That's the way it goes.

Yes, dear.

MS. EVELYN LINNERTZ: I am the manager of the El Cajon office

of Bank of America Escrow Services. That's in San Diego County.
I am presently working on five mobilehome park conversion pro-
jects in various stages.

What I would like to see is a closer working relationship

between myself and the Department of Real Estate in formulating
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the escrow instructions. The way it's set up now, we never talk
directly to DRE. All the information is passed between a third
party. This is especially important when changes are made to the
escrow instructions, so that we make sure that the intent of DRE
is verbalized explicitly in the escrow instructions so that
there's no chance for misunderstanding.

I would like to see, once the DRE approves our esSCrow
instructions, to have them do so in writing. It now is only
verbal exchange through a third partv.

We would like to be reasonably assured that once DRE does
approve the escrow instructions, that there'll be no further
changes. I understand...

SENATOR CRAVEN: Let me interrupt, Evelyn.

MS. LINNERTZ: Yes.

SENATOR CRAVEN: There's nothing that vou receive from DRE
which says, "approved”™?

MS. LINNERTZ: No.

SENATOR CRAVEWN: Okay. Martin, do you want to come back up?

Now you're going to find out why.

MR. DINGMAN: She referenced "third party" which is the per-—
son who's hired by the subdivider to be the single responsible
party to process the filing to receive the information. She
could be the single responsible party if the subdivider so elects

to appoint her.
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SENATOR PRESLEY: That sounds like an area that the cémmittee
needs to try to clarify.

SENATOR CRAVEN: Yes, very definitely, Bob. The point's well
taken. Thank you Dan, Marty. Very good.

MS. VOGEL: And if there's anything that we can assist you
all with working out the definition of low income and how it
affects, please let us know.

SENATOR CRAVEN: Fine, if you want to report at 0800 tomorrow
morning.

MS. VOGEL: Thank you.

MR. FISCHMAN: Thank you.

SENATOR CRAVEN: Thank you both very‘much. That was very,
very fine.

Well, we have Evelyn Linnertz, Bank of America. Did I pro-
nounce that correctly? Very good, I missed Mr. Mantel, however.
His name is spelled differently: M-A-N-T-E-L. I thought that
was Mantell. That's the way it goes.

Yes, dear.

MS. EVELYN LINNERTZ: I am the manager of the El Cajon office

of Bank of America Escrow Services. That's in San Diego County.
I am presently working on five mobilehome park conversion pro-
jects in various stages.

What I would like to see is a closer working relationship

between myself and the Department of Real Estate in formulating
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SENATOR CRAVEN: Very good. We'll send you a legion of
merit. How's that?

MS. LINNERTZ: I think the key to this whole process by the
time we come into it is that everything should be standardized,
clear cut, and there should be a formula in place so that there's
no misunderstandings and that these escrows can be closed as
quickly as possible. The longer the delay, it costs the park
residents money, aggravation...

SENATOR CRAVEN: Well, we touched on that before. Let me ask
you, Evelyn, are all escrow officers standardized? Do they all
do things the same way?

MS. LINNERTZ: Not identically the same. But you have the
general, in general you can come to where the instructions would
be universal to many different companies.

SENATOR CRAVEN: I see. So, in other words what vou would
like is to have a further or greater delineation of requirements.

MS. LINNERTZ: Right, where it was especially exactly spelled
out what the escrow holder's duties would be in this particular
project, because it's very important.

SENATOR CRAVEN: The communication activity that you have
with our departments of state, that's all verbal, is that...

MS. LINNERTZ: We do get written instructions from HCD.

SENATOR CRAVEN: Yes.
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MS. LINNERTZ: And we are trying to fine tune those right
now, because originally, initially, the instructions to us cov-
ered areas that we could not be held responsible for, so we tried
to educate HCD to that and have them rewrite their instructions.

SENATOR CRAVEN: I see.

MS. LINNERTZ: For example, they were trying to make escrow
holder responsible for loan documents that we did not prepare or
ever see. They were trying to make us responsible that they be
prepared accurately when we don't prepare them.

SENATOR CRAVEN: Okay.

MS. LINNERTZ: These have all been or are in the process of
being clarified and worked out.

SENATOR CRAVEN: Very good. Where are the parks, the five
parks, in Lakeside?

MS. LINNERTZ: No, we had one in Vista, California; one in
Chula Vista; one in San Luis Obispo. We're working on the
Chumash project, now.

SENATOR CRAVEN: Is Marie involved with the Vista park? Do
you know where that park is, Marie?

MS. MALONE: I wish I could take credit for it, but I can't.
But it's a very low-income park, very successfully closed.

SENATOR CRAVEN: Very good, fine.

MS. LINNERTZ: And the other two are in San Diego County,

also.
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SENATOR CRAVEN: Fine, very good, Evelyn, thank you very

much. Appreciate it. Thank you, Marty.
Is there anyone else who wishes to make a comment?
Maury? This is Maurice Priest, who is counsel for GSMOL and

a great help to this committee today and every day. Maury.

MR. MAURICE PRIEST: Thank you, Mr. Chairman and members. I

did want to respond to one issue that several of the witnesses
have mentioned and also a question raised by Senator Dills.

On the two-thirds issue of the application - At GSMOL's
request, Assemblyman Steve Clute has agreed to carry, and it is
now being drafted in Legislative Counsel, a bill which will pro-
vide that the two-thirds of resident households at time of appli-
cation need not be the identical two-thirds of resident house-
holds at time of funding. And we believe that that clarifying
bill will be very important and help solve some of the problems
which the committee has heard about this morning.

SENATOR CRAVEN: Am I correct in assuming that the names make
no difference but the numbers are constant?

MR. PRIEST: That is correct.

SENATOR CRAVEN: Okay, very good.

MR. PRIEST: On the issue of adult only, I might say that
GSMOL has followed that issue very closely as has the committee
and its consultant. And my reading of the Supreme Court case

that has been referenced here, makes no mention of "senior park"
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whatsoever, that it basically upholds the right of a park owner
to designate his park as adult only, and it upholds the statute
which Mr. Tennyson referred to earlier.

The reason it's so important for the department to honor
applications from adult only or family parks in upholding the law
is that it's not the residents of those parks that determine the
rule. In other words, it can work a double hardship on a family
which finds itself, or a couple - a mobilehome owner, I could say
- that finds itself in a park where the management has exercised
and applied an adult only rule. The homeowner who is in that
park has no authority or determination over that rule proposed by
management, and if the given park ownership designates and elects
to use its legal right to designate that park as adults only, it
seems patently unfair and inequitable for the department to
exclude all of those needy, low-income households that have no
control over the type of rule that that park owner has adopted.
And I don't think in my reading of the cases, that we even need
clarifying legislation on that issue. That would take several
months to do that, and I have found nothing in the codes at all
which would say the department can apply it for seniors but not
for adult only. I think that we basically need to get a handle
on what it is we are attempting to rely on or where the confusion
is. I don't think that even legislation is needed to correct

that. I think it's the misinterpretation of existing law.
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SENATOR CRAVEN: John?

Why don't we get some response from the department on that,
Maury, okay?

MR. PRIEST: VYes, sir. Thank you very much.

SENATOR CRAVEN: Thank you.

Is there anyone else?

Well, there appears to be none, and once again we want to
thank you -~ Senator Presley and the rest of us who have been here
with you this morning, for your taking your time to give us the
benefit of your thinking, your suggestions or criticisms - what-
ever it may have been - all of which are received very interest-
ingly by the committee. And hopefully we can translate some of
what you have mentioned to us into corrective legislation, which
in some areas, I think is very, very desperately needed.

So, once again, for your presence here today, we are most

grateful, and we thank you very much.
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AMENDED IN ASSEMBLY MARCH 21, 1988
AMENDED IN SENATE JANUARY 15, 1988

SENATE BILL ~ No. 525

Introduced by Senator Craven

February 24, 1987

An act relating to housing, and making an appropriation
therefor.

LEGISLATIVE COUNSEL’S DIGEST

SB 525, as amended, Craven. Mobilehome park purchases:

loans.
OF  COMFRereis  Soseh  beones  ses coleeted by Ehe
Departrrent of Heuwwing ard Lemurunity Bevelopraent to be
depesited i the Manubsetured Heome Licerse Fee Account in
the General Fund: Existing law establishes the Mebilehome
Parle Purehase Mobilehome-Manufactured Home Revolving
Fund, which is derived from fees or other moneys accruing to
the Department of Housing and Community Deve]opment,
except as otherwise expressly provided by law. The fund is
continuously appropnated to the department e previde leans
for the poreAnsc of mebrehome parks ond for retated
serRinisiralive eosks for purposes of the
Mobilehomes-Manufactured Housing Act of 1980. Existing
law establishes a program to provide loans for the purchase of
mobilehome parks under specified conditions.

This bill would appropriate 3080800 $1,000,000 from the
General Mobiiehome-Manufactured Home Revolving Fund
for loans to purchase mobilehome parks under these
provisions of existing law ; and weuld require that loans mede
frovs this sporovsiation be repaia with imterest ot the rate
appheable e the Pesles Money lavestrrent Aecount

97 40
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Vote: %. Appropriation: yes. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTIO"\J 1. The sum of three million delars

$3;900;800) one million dollars ($1,000,000) is hereby
appropriated from the {conarat ]
Mobilehome-Manufactured Home Revolving Fund for
loans made pursuant to Chapter 11 (commencing with
Section 50780) of Part 2 of Division 31 of the Health and
Safety Cﬁde %@&m Rede %?@m &d—f&éﬁ apmropriake
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AMENDED IN SENATE MARCH 24, 1988
SENATE BILL No. 2192

Introduced by Senator Craven

February 17, 1988

An act to armend Seetion 80¥85 of add Section 18114.1 to, and
to repeal Sections 50787 and 50788 of, the Health and Safety
Code, relating to mobilehomes, and making an appropriation
therefor.

LEGISLATIVE COUNSEL'S DIGEST

SB 2192, as amended, Craven. Mobilehome Rasle Purekase
Fund: eriterin for leans park purchases.

Under existing law, the Department of Housing and
Community Development is authorized to make loans from
the Mobilehome Park Purchase Fund to (1) resident
organizations to finance mobilehome park acquisition and
conversion costs and (2) to make loans to low-income

 residents to enable them to reduce their monthly housing
costs in connection with such a conversion. The program is
repealed effective January 1, 1990.

This existing program is supported through the payment of
a specified $5 fee, in addition to other fees, by mobilehome
owners at the time of registration or renewal. Moneys
collected from these fees are deposited into the Mobilehome
Park Purchase Fund, which is continuously appropriated.
Registered mobilehome owners who provide documentation
that their mobilehome is located on a private parcel owned
by the mobilehome owner are exempt from this fee. The
funding described in this paragraph is repealed effective
January 1, 1989.

This bill weuld prohibit the depertment from refusing to
meke & loan under these provisions en the basis that one or
mere individual residents or owners have changed; for

98 40
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owners to qualify on the basis of the applicable eriteria for

This bill would delete the repeal of the program. It would
make an appropriation by reenacting the program’s funding
provisions, thereby extending a continuously appropriated
fund. The extension of the $5 fee also would constitute an
Increase in state taxes, requiring a % vote of all of the
members of each house of the Legislature.

The bill would add procedures to prohibit the department,
once a registered owner has established his or her exemption
from the $5 fee as a result of having his or her mobilehome
located on a private parcel, from requiring the owner fo
establish the exemption in cach subsequent year. The bill also
would repeal an existing requirement that the department
undertake and complete a specified report on the
Mobilehome Park Purchase Fund.

In addition, the bill would appropriate $50,000 to the
department from the Mobilehome-Manufactured Home
Revolving Fund for the department’s administrative costs in
determining exemptions from the $5 fee, as described above.

Vote: majority %. Appropriation: se yes. Fiscal committee:
yes. State-mandated local program: no.

The people of the State of California do enact as follows:

SECHION 1. Seetion 50785 of the Health and Safety

SECTION 1. Section 18114.1 is added to the Health
and Safety Code, to read:

18114.1.  (a) In addition to the annual registration fee
required by Section 18114, an annual fee of five dollars
($5) shall be paid to the department at the time of
registration or renewal for each transportable section of
a manufactured home or mobilehome registered
pursuant to this part. All revenues derived from this fee
shall be deposited in the Mobilehome Park Purchase
Fund provided for in Chapter 11 (commencing with
Section 50780) of Part 2 of Division 31.

13 (b) Any transportable section of a manufactured

-
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home or mobilehome registered pursuant to this part and
located on a private parcel owned by the registered
owner of the manufactured home or mobilehome shall be
exempt from the fee imposed by subdivision (a), if the
owner provides documentation or a written statement,
signed under penalty of perjury, which establishes to the
satisfaction of the department that the manufactured
home or mobilehome is located on a private parcel
owned by the registered owner of the manufactured
home or mobilehome. '

(¢) Pursuant to subdivision (b), upon renewal of
registration in 1988, or thereafter, once the registered
owner provides documentation or a written statement to
the department to establish the exemption, the
department shall not require the owner to establish the
exemption in each subsequent year upon renewal, unless
the department receives evidence that the manufactured
home or mobilehome is no longer located on a private
parcel owned by the registered owner of the home.
Renewal forms for registered owners of manufactured
homes or mobilehomes who have established the
exemption shall not reflect or include the fee required
pursuant to subdivision (a).

SEC. 2. Section 50787 of the Health and Safety Code
is repealed.
m SRR @

eenverting mobileheme parks to resident ownership; the

98 90
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menthly costs of romaimng in the parks; and the wapaet
of the comversen wpbn HSwer [ALOme rosdents:

SEC. 3. Section 50788 of the Health and Safety Code
is repealed.

Faruery & +900; ane a5 of that date is repeated; umess a
later ensetea stabates whieh is cnacted betore Jannery
1960, deletes o exrends tast aate:

SEC. 4. The sum of fifty thousand dollars ($50,000) is
hereby appropriated from the
Mobilehome-Manufactured Home Revolving Fund to
the Department of Housing and Community
Development for administrative costs of the department
incurred pursuant to subdivision (b) of Section 18114.1 of
the Health and Safety Code.

Cone ¥ ErasReed 1o ot

50785 In deterrinins the ehuibilit: for and ameunt

of loans pursuent te Seehens 783 and BTS84 Ehe
skt fake ke eonnmaersEen; craens ether
faetors; alt of the fellowins

e The reasonebleness eof the econversien eests
fel-a-ti-ng to repairs; rehabiimtion; consiructon; of other

m&pleme&t&&eﬂe?aleeﬁheusmgpregfam%epfe@eweef
inerease the sapphy of housing for persons end farmilies of
1V BF FICAETRTE FHeCTREe:

&y Whether or not state fonds are utilized in the mest
effretent ane cfischve FRarmer

Fo the cxtent consistent with requests for assistanee;
the department shell ellocste funds eveilable for the

pufpeseseftthis'eh&p?eféhmgheﬂ%{-hes%a%em

seekmgteﬂee&tenetlessthm%@pereea%ter&r&l&reas—

The department sred net rofuse approvat of an
apphieation; reveke an approved appheation; or refuse ¥o
fe}e&se{;&ﬂdiﬂgkfaﬁappfeveé&ppheaheﬁfefaleaﬁ
under Ehis ehabrer on the baws thet ome oF Faore

98 120

- 82 -



O 00 ~1 O UT b 0O DD =

_.,83._.

SB 2192

98 120






CALIFORNIA LEGISLATURE—1987-88 REGULAR SESSION

ASSEMBLY BILL No. 3875

Introduced by Assembly Member Bates

February 18, 1988

An act to amend Section 11003.4 of the Business and
Professions Code, relating to limited-equity housing
cooperatives.

LEGISLATIVE COUNSEL’S DIGEST

AB 3875, as introduced, Bates. Limited-equity housing
cooperatives: subdivision public reports. ‘

Under existing provisions of the so-called Subdivided Lands
Law, limited-equity housing cooperatives are subject to the
same requirements as stock cooperatives, including primarily
the requirement for a public report of the Real Estate
Commissioner. However, limited-equity housing
cooperatives meeting specified criteria are exempt from
those requirements.

This bill would revise the criteria for that exemption.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. Section 11003.4 of the Business and
Professions Code is amended to read:

11003.4. (a) A “limited-equity housing cooperative”
is a corporation which meets the criteria of Section
11003.2 and which also meets the criteria of Section
330075 of the Health and Safety Code. Except as
provided in subdivision (b), a limited-equity housing
cooperative shall be subject to all the requirements of this
chapter pertaining to stock cooperatives.

WA =1 Ul i 0 DD b=
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(b) A limited-equity housing cooperative shall be
exempt from the requirements of this chapter if the
limited-equity housing cooperative complies with all the
following conditions:

(1) The United States Department of Housing and
Urban Development, the Farmers Home Administration,
the National Consumers Cooperative Bank, the
California Housing Finance Agency, or the Department
of Housing and Community Development, alone or in
any combination with each other, or with the city,
county, or redevelopment agency in which the
cooperative is located, directly finances or subsidizes at

~ least 50 percent of the total construction or development

cost or one hundred thousand dollars ($100,000),
whichever is less; or the real property to be occupied by
the cooperative was sold by the Department of
Transportation for the development of the cooperative
and has a regulatory agreement approved by the
Department of Housing and Community Development
for the term of the permanent financing,
notwithstanding the source of the permanent subsidy or
financing.

(2) No more than 20 percent of the total development
cost of a limited-equity mobilehome park, and no more
than 10 percent of the total development cost of other
limited-equity housing cooperatives, is provided by
purchasers of membership shares.

(3) A regulatory agreement kes beern éuly exeeuted
between the reeipient of the finaneing or subsidy and ene
of the federal or state ageneies deseribed in paregraph
) which covers the cooperative for a term of at least as
long as the duration of the permanent financing or
subsidy, notwithstanding the source of the permanent
subsidy or financing has been duly executed between the
recipient of the financing and either (A) one of the
federal or state agencies specified in paragraph (1) or
(B) a local public agency which is providing financing
for the project under a regulatory agreement meeting
standards of the Department of Housing and Community
Development. The regulatory agreement shall make
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provision for at least all of the following:

(A) Assurances for completion of the common areas
and facilities to be owned or leased by the limited-equity
housing cooperative, unless a construction agreement
between the same parties contains written assurances for
completion.

(B) Governing instruments for the organization and
operation of the housing cooperative by the members.

(C) The ongoing fiscal management of the project by
the cooperative, including an adequate budget, reserves,
and provisions for maintenance and management.

(D) Distribution of a membership information report
to any prospective purchaser of a membership share,
prior to purchase of that share. The membership
information report shall contain full disclosure of the
financial obligations and responsibilities of cooperative
membership, the resale of shares, the financing of the
cooperative including any arrangements made with any
partners, membership share accounts, occupancy
restrictions, management arrangements, and any other

‘information pertinent to the benefits, risks, and

obligations of cooperative ownership.

(4) The federal or state agency named in paragraph
(1) which executes the regulatory agreement shall satisfy
itself that the bylaws, articles of ineorpomtion, occupancy
agre&ment subscription agreement, any lease of the
regulated pmmmes any arrangement with partners, and
arrangement for memberskm share accounts provide
adequate protection of the rights of cooperative
members.

(8) The federal or state agency shall receive from the
attorney for the recipient of the financing or subsidy a
legal opinion that the cooperative meets the
requirements of Section 33007.5 of the Health and Safe‘y
Code and the exemption provided by this section.

(¢) Any limited-equity cooperative which meets the
requirements for exemption pursuant to subdivision (b)
may elect to be subject to all provisions of this chapter.

(d) The developer of the cooperative shall notify the
Department of Real Estate, on a form provided by the

-
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(b) A limited-equity housing cooperative shall be
exempt from the requirements of this chapter if the
limited-equity housing cooperative complies with all the
following conditions:

(1) The United States Department of Housing and
Urban Development, the Farmers Home Administration,
the National Consumers Cooperative Bank, the
California Housing Finance Agency, or the Department
of Housing and Community Development, alone or in
any combination with each other, or with the city,
county, or redevelopment agency in which the
cooperative is located, directly finances or subsidizes at

- least 50 percent of the total construction or development

cost or one hundred thousand dollars ($100,000),
whichever is less; or the real property to be occupied by
the cooperative was sold by the Department of
Transportation for the development of the cooperative
and has a regulatory agreement approved by the
Department of Housing and Community Development
for the term of the permanent financing,
notwithstanding the source of the permanent subsidy or
financing.

(2) No more than 20 percent of the total development
cost of a limited-equity mobilehome park, and no more
than 10 percent of the total development cost of other
limited-equity housing cooperatives, is provided by
purchasers of membership shares.

(3) A regulatory agreement hes beer duly exeeuted
between the reeipient of the finaneing or subsidy and ene
of the federal or state ageneies deseribed in paragreph
43 which covers the cooperative for a term of at least as
long as the duration of the permanent financing or
subsidy, notwithstanding the source of the permanent
subsidy or financing has been duly executed between the
recipient of the financing and either (A) one of the
federal or state agencies specified in paragraph (1) or
(B) a local public agency which is providing financing
for the project under a regulatory agreement meeting
standards of the Department of Housing and Community
Development. The regulatory agreement shall make
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ASSEMBLY BILL No. 4069

Introduced by Assembly Member Clute

February 19, 1988

An act to amend Section 50781 of the Health and Safety
Code, relating to housing.

LEGISLATIVE COUNSEL'S DIGEST

AB 4069, as introduced, Clute. Mobilehome parks: tenant
purchases.

Under existing law, the Department of Housing and
Community Development may make loans from the
Mobilehome Park Purchase Fund to finance the acquisition
and conversion of mobilehome parks by resident
organizations and to reduce monthly housing costs of
low-income residents. Existing law requires resident
organizations applying for this assistance to comprise at least
%, of the households residing in the mobilehome park at the
time application is made to the department.

This bill would specify that (1) membership in the resident
organization at the time the application was submitted to the
department is not a requirement for receiving a loan to
reduce a low-income resident’s monthly housing costs and (2)
the % of households who are members of the resident
organization when funding is received need not be the same
households that were required at the time the application was
made.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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The people of the State of California do enact as follows:

SECTION 1. Section 50781 of the Health and Safety
Code is amended to read:

50781. Unless the context otherwise requires, the
following definitions given in this section shall control
construction: of this chapter:

(a) “Affordable” means that, where feasible,
low-income residents should not pay more than 30
percent of their monthly income for housing costs.

(b) “Conversion costs” includes the cost of acquiring
the mobilehome park, the costs of planning and
processing the conversion, the costs of any needed
repairs or rehabilitation, and any expenditures required
by a government agency or lender for the project.

(c) “Department” means the Department of Housing
and Community Development.

(d) “Fund” means the Mobilehome Park Purchase
Fund created pursuant to Section 50782.

(e) “Housing costs” means the total cost of owning,
occupying, and maintaining a mobilehome and a lot or
space in a mobilehome park. The department’s
regulations shall specify the factors included in these
costs and may, for the purposes of calculating
affordability, establish reasonable allowances.

(f) “Individual interest in a mobilehome park” means
any interest which is fee ownership or a lesser interest
which entitles the holder to occupy a lot or space in a
mobilehome park for a period of not less than either 15
years or the life of the holder. Individual interests in a
mobilehome park include, but are not limited to, the
following:

(1) Ownership of a lot or space in a mobilehome park
or subdivision.

(2) A membership or shares in a stock cooperative, as
defined in Section 11003.2 of the Business and Professions
Code, or a limited equity housing cooperative, as defined
in Section 33007.5 of the Health and Safety Code.

(3) Membership in a nonprofit mutual benefit

corporation which owns, operates, or owns and operates
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the mobilehome park.

(g) “Low-income resident” means an individual or
household who resided in the mobilehome park prior to
application for a loan pursuant to this chapter and who is
a lower income household, as defined in Section 50079.5.
However, personal assets shall not be considered in the
calculation of income, except to the extent that they
actually generate income.

(h) “Low-income spaces” means those spaces in a
mobilehome park operated by a resident organization
which are occupied by low-income residents.

(i) “Mobilehome park” means a mobilehome park, as
defined in Section 18214, or a manufactured home
subdivision created by the conversion to resident
ownership of a mobilehome park, as defined in Section
18214.

(i) “Resident organization” means a group of
mobilehome park residents who have formed a nonprofit
corporation, cooperative corporation, or other entity or
organization for the purpose of acquiring the
mobilehome park in which they reside and converting
the mobilehome park to resident ownership. The
membership of a resident organization shall include at
least two-thirds of the households residing in the
mobilehome park at the time of application for assistance
from the department. However, membership in the
resident organization when the application is made shall
not be a requirement for a loan under Section 50784, and,
when funding a loan under Section 50783, the two-thirds
of households in the resident organization need not be
the same households that were in the resident
organization when the application for assistance was
submitted to the department.

(k) “Resident ownership” means, depending on the
context, either the ownership, by a resident organization,
as defined in this section, of an interest in a mobilehome
park which entitles the resident organization to control
the operations of the mobilehome park for a term of no
less than 15 years, or the ownership of individual interests
in a mobilehome park, or both.
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SECTION VI

APPENDTIX

Selected Correspondence






San Luis Obispo, Ca.
Feb. 10, 1988

Senator Bill Craven

38th Senate District
State Capitol, Room 3070
Sacramento, Ca. 95814

Dear Senator Craven:

Thank you so wery much for allowing me to be on your Agenda
with regard to Mobilehome Park Conversion problems.

You certainly conduct a well planned program; we who were
involved in Park conversions were able to speak with the various

State Organizations personnel to facilitate and correct the problems

that had created a roadblock to conversion park closing.

I was disappointed that Sue Loftin, one of the representatives

of Continental Associates, our Consultants from San Diego did not
appear. I feel they have hindered the closing since they did not
carry through the promises to us. We actually started prior pur-
chase arrangements, contracts, etc. with them on Oct. 1985.

They promised to have an office opened on site at the onset which
they did not do. They did not satisfactorily finalize a program
of assistance with our City Council, in this regard I now hope it
can be accomplished,

HCD under Mr, Rioux and Mrs. Trombetta arrived at the park
to set up a program. Both are not in charge and I was happy to
meet Mr. Blum. To expect that 2/3 of the residents to be alive
and sales not *ﬁ take place in the years of this endeavor is
unrealistic and nope this matter is immediately remedied.

We waited months for the "White Paper™ from DRE, Real Estate
Department and finally received it Nov. 23, 1987, Prior meet-
ings with them required that 51% be signed to buy their space
and we could not add the low and median income approved by HCD.
When the “White Paper™ was received the requirement had risen
to 60% whiach meant 141 spaces out of 235, Talking with Mr.
Dingman yesterday he stated we could start to close escrows
now and work up to the 60%,

A1l of these delays have caused more dissention in the Park
more dropping out to buy, especially when the conversion costs
doubled. We have also each had to pay $70.00 a month on the Gap
loan for ten months, hope it will end soon,

Was so happy to see my friend of years Senator Mello, we
miss him sc much. Thanks again for all the correspondence 1
receive from you,
incergly
/ifsﬁ’kgéie ?aymomg
3057 S. Higuera Sp. 81 =
San Luis Obispo, Ca. ®BKR 93401
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GOLDEN STATE MOBILHOME OWNERS LEAGUE, INC.

11021 MAGNOUIA BOULEVARD, GARDEN GROVE, CALIFORNIA
P.O. BOX 876, GARDEN GROVE, CALIFORNIA 92642
(714) 826-4071  1-800-422-4471

October 15, 1987

“A Homeowners Association”

Senator William Craven
2121 Palomar Airport Rd. #100
Carlsbad, CA 92008

Dear Senator Craven,

Seven years have passed since the first group of mobilehome
owners formed their corporation to purchase, own and operate
their mobilehome park. The process required by government
prior to approving that sale took five years. The long delay
was credited to lack of provision in state law for purchase
of mobilehome parks by the home owner residents of the park.

Department of Real Estate tried to apply existing laws to
that purchase but existing laws did not then nor do they today
fit the unique conversion from a rental to resident owned
mobilehome park. Existing laws were designed for the con-
version of rental apartments to resident ownership and cannot
be satisfactorily adjusted to include the unique circumstances
of existing home ownership as well as the different building
standards applicable to mobilehome parks.

There are, in the main, four types of resident ownership being
achieved today. They are conversions from rental to condomin-
ium, stock co-op, limited equity co-op and corporation. With
" the exception of the corporation, all continue to experience
delays due to adjustments that still have to be made in the
process because mobilehome park purchases made by residents
are trying to be accomplished under statutes designed for
resident purchase and ownership operation of apartments.

I believe success of the program for conversion of mobilehome
parks to resident ownership is and will continue to be seriously
impaired if required to continue to operate without of its
own statutory guidelines.

As the GSMOL Coordinator for this program, for the past seven
years 1 have worked with the various parties involved, i.e.,
consultants, bankers, escrow companies, city governments,
county governments, state government and of course the mobile-
home owner.



Senator William Craven
October 15, 1987
Page 2

Consultants, bankers, local governments and mobilehome owners
have voiced their ideas, based upon experience, about the
statute they feel is needed to improve the conversion process.

I do not know of a better vehicle to air the conversion problems
than a public hearing by the Senate Select Committee on Mobile
Homes. -

I do not know if this is possible or not but perhaps represent-
atives from the Assembly Sub-Committee on Mobile Homes could
also be invited to attend to gain information on the opera-
tion of the conversion program.

As you know, I have discussed this idea in a telephone conver-
sation with John Tennyson. I understand he has brought it
to your attention.

If you can find time for another hearing in your busy schedule,
I believe it will prove to be very productive.

I will be happy to furnish names and addresses of the profes-
sionals and mobilehome owners that have volunteered to partic-
ipate in the hearing or if you desire GSMOL will be glad to
ask for their individual participation.

Thank you for your cooperation.

Sincerely,

ptee A P p2bore
Marie L. Malone
President

MLM:gbt



STATE OF CALIFORNIA—BUSINESS AND TRANSPORTATION AGENCY GEORGE DEUKMENAN, Governor

DEPARTMENT OF CORPORATIONS

OFFICE OF THE COMMISSIONER
600 S. COMMONWEALTH AVENUE

LOS ANGELES, CALIFORMNIA 90005
{213) 736-2741

IN REPLY REFER TO:

FILE NO.

January 27, 1988

The Honorable William A. Craven
Member of the Senate

State Capitol, Room 3070
Sacramento, CA 95814

Re: Senate Select Committee on Mobilehomes; Hearing scheduled
for Tuesday, February 9th.

Dear Senator Craven:

This letter is in response to your January 15, 1988 request that
a representative of the Department of Corporations be available
to discuss issues and respond to questions relating to the
purchase of mobilehome parks by its tenants or residents. I have
contacted the Office of Policy of the Department of Corporations
and asked Assistant Commissioner William Kenefick to attend the
hearing on February 9th. I also have asked Mr. Kenefick to
provide to you and the Select Committee any assistance or
information that may be required prior to the hearing date.

Your letter mentions complaints the Select Committee has received
concerning actions of the Department of Corporations that may
have impeded or frustrated mobilehome purchase transactions by
tenants or residents. I am concerned about these complaints as
much as you are and would appreciate being more precisely
informed of them by the Select Committee consultant in sufficient
time prior to the hearing so that we may investigate and be able
to respond to them at the hearing. Our preliminary conversations
with the consultant, Mr. John G. Tennvyson, indicated that an
organization called California Park Consultants representing
Highlands Mobilehome Park contacted the Select Committee
regarding the Department of Corporations. Our contact with Steve
Harrington of California Park Consultants revealed that the
guidance provided by the Department of Corporations relating to
the availability of a securities law exemption solved their
problem. I do not believe this contact with the department



The Honorable William A. Craven -2- January 27, 1988

qualifies as a complaint. If there are other complaints, I wish
to know of them.

Moreover, a review of the Department's computer index for the
last two years reveals that only seven resident mobilehome park
purchase transaction applications were filed with this
department; six of which received permits ranging in time from 14
days to 120 days after filing with us. (In the latter case, a
permit was issued within 30 days after the completed application
was filed.) Most applications were reviewed and approved within
30 days of filing. One application was withdrawn after it was
filed because the securities were already sold and the Department
of Corporations will not review and approve a past transaction.

Finally, the Select Committee should be aware that many of these
transactions are not subject to the Department of Corporations'
review and approval process under the California Securities Law
because of an exemption afforded by Corporations Code Section
25100(f). This section provides an exemption from our review for
those securities which meet the definition of a "subdivision" or
"subdivided lands". As you know, a subdivision is subject to
review and approval by the Department of Real Estate under the
Subdivided Lands Act. Also, many "pre-subdivision" transactions
may not be subject to Department of Corporations review because
exempt under subdivisions (e), (f) or (h) of Corporations Code
Section 25102. Those transactions that are not exempt from our
review are processed expeditiously.

Very truly yours,

CHRISTINE W. BENDER
Commissioner of Corporations

O s
g

/” g -
/*COE‘ 1o

cc: John G. Tennyson, Consultant< 2
Senate Select Committee on Mobilehomes

William Kenefick
Assistant Commissioner

CWB:kw
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tate of Californic

emorandum ADULT ONLY ISSUE
To Daniel Pennington Date : March 31, 1988
Thru: Mary Ann Karrer

From

Subject :

Albert H. Blum, Program Manager

Mobilehome Park Assistance Program (MPAP)
DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

DIVISION OF COMMUNITY AFFAIRS

Adults-only Mobilehome Park Issue

In February of this year the Supreme Court of the State issued a ruling
upholding the constitutionality of adults-only restrictions in mobilehome
parks. These park restrictions limit occupancy to persons over the age of 18.
(See attachment 1)

However, overriding this consideration, are Sections 11135 ,and 11139 of the
State Covernment Code which prohibit State agency age discrimination when
providing assistance and services; excepted are lawful programs which benefit

- the disabled, the aged, minorities and women. (See attachment 2).

For this overriding reason, MPAP assistance is limited to occupants of senior,
family, and mixed mobilehome parks.

attachments

gt

MPADLTIS.001
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Att

achment 2

STATE AGENCIES--piScRiMINATION § 11135

Div. 3
§ 11 131. Use of facility allowing discrimination; state agency
No state agency shall conduct any meeting, conference, or other

function in any facility that prohibits the admittance of any person,
o persons, on the basis of race, religious creed, color, national origin,
sncestry, or sex. As used in this section, “state agency” means and
mcludes every state office, officer, department, division, bureau,
poard, council, commission, or other state agency.

. Added by Stats.1970, c. 883, p. 798, § 1.)

Bee.
11185,

11136.

11137,
£1138.
11138,
11189.5.

Article 9.5

DISCRIMI?IATION

\

Denlal of benefits based on ethnic identification, religion, age,
sex, color or disability; prohibition.

Notice to contractor, grantee or local agency by state ageney;
probable cause to belleve violation of statute or regulation;
hearing. . . ' o

Action to curtail state funding upon determination of viclation.

Rules and regulstiona. . -

Prohibitions and sanctions; construction of article.

Standards and guidelines; establishment; assistance.

“ Article 9.5 wos added by Stats.1977, ¢ 978, p. 2948,
§ 1 B . Y
11135. Denisl of benefits based on ethnle identification, re-
: ligion, age, sex, color or dissbility; prohibition:

L No person in the State of California shall, on the basis of ethnic
igroup_identification, religion, age, sex, color, or physiéal or mental

{(Added by Stats.1977, ¢. 972, p. 2942, § 1.)

Library Referemces
C.J.8. Ciefl Righte §§ 8, 32 e 14, 16,
1

Clvil Rights €23.

§ 11136 EXECUTIVE DEPARTMENT

§ 11136.

Title ¢

Netice to contractor, graatee or local agesey by atata
agency; probable cause to believe viclation of statute
or reguiation; hearing

Whenever a state agency that administers a program or sctiviey
that is funded directly by the state or recelves any financial assist.
ance from the state, has reasonable cause to believe that a contractor,
grantee, or local sagency has viclated the provisions of Section 11135,
or any regulation adopted to implement such section, the head of the
state agency shall notify the contractor, grantee, or Jocal agency of

X such violation and shall, after considering all relevant evidence, deter-
mine whether there s probable cause to believe that a violation of
the provisions of Section 11135, or any regulation adopted to imgle.
ment such section, has cccurred. In the event that it is determined
that there is probable cause to belleve that the provisions of Section
11135, or any regulation adopted to implement such section, have
been violated, the head of the state agency shall cause to be Instituted
& hearing conducted pursuant to the provisions of Chapter § (com-
mencing with Section 11500) of this part to determine whether g vio-
lation has cccurred. .

(Added by Stats.1977, ¢. 972, p. 2842, § 1.)

Elbeary Referemces

Qivil Rights @563, CJA. Civil Righia §§ 208, 230 o 212

isability, be unlawfully dented the benerits of, or beunlawfully-sub=—"
acted to discrimination under, any program of activity that is funded -

y-by-the state or recelves any financial assigtenice: from-the
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§ 11137, sefisn to cortell sinte fanding upon etermination of
) violation - . . 7
If it is determined that a contractor, grantee, or Jocal agency has
violated the provisians of this article, the state agency that edminis-
ters the piogram or activity involved shall take action to curtall state
.mnd!ngiq_wboleammtowehemmctor;mntee.oﬂoal_ agen- -
(Added by Stafa 1977, ¢ 972, 2948, § 1)
§ 11138, Rules snd reguintions )
Esach state sgency that administers & program or activity thet is
mndeddhecdybythem%eotmeelmanyﬂnandalaslnancem
the state and that enters into contracts for the performance of serv-
fces to be provided to the public in an aggregate amount in excess of

one hundred thousand dollars (§100,000) per year shall, in accord-
ance with the provisions of Chapter 45 (commencing with Section

Div. 8 ' STATE BOARDS AND cospmssions § 111395
11371} of this part, adopt such rules and regulations as are necessary
t6 carry out mep\n'posemdprwl_slons of this article.
(Added by Stats.1977, & 972, p. 2948, § 1.)

Library Refesences -

Civii Rights &=81L i C.J.8. Civil Rights § 208 et seq.

§ 11139. protibitions and sanctions; construction of article.

The prohibitions and sanctions imposed by this articie shall be in
addition to any other prohibitions and sanctions imposed by law.

This article shall not be interpreted in such manner so as to frus-
mteltsm

§ 11139.5. standards and guidelines; establishment; sasistance

The Secretary of the Hesalth and Welfare Agency, with the ad-
vice and concurrence of the Falr Employment Practices Comunission,
shall establish standards for determining which persons are protected
by thiz erticle end guidelines for determining what practicss ere &
eriminatory. The secretary, with the cooperation of the Failr Em-
ployment Practices Commission, shull assist state agendles in cocrd-
neting thelr programs and activities and shall consult with such agen-
cles, as neocessery, eo thst consistent policles, practices, and proce-
dures are adopted with respect to the enforcement of the provisions
of the article. ) ’
(Added by Stats 1977, e 972, p. 2648, 8 1)

Arxtlels 10

. ' © STATE BOARDS AND COMMISSIONS .

Soe. ) . -

11140. Policy of state.  ° :

11141, Nomination for eppointments; complianse with poliey.
Article 10 was added by Stats.1975, ¢. 977, p. 2301,

§ 1







