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- GENERAL BACKGROUND PAPER -
INTRODUCTION

Over the last decade, there has been a growing interest on the part of
many rental mobilehome park residents in buying their parks when they
are put up for sale, as a means of avoiding landlord-tenant problems in
some parks, such as increased rents, problems with the resale of the
homes, park rules and regulations, and possible dislocation if the park
is closed or converted to another use. 1In short, residents seek more
control over their lives, including stabilization of the value of their
homes which resident ownership of the land under those homes will bring.

Conversion of rental parks to resident ownership is not an easy
process. A sufficient majority of residents must support conversion to
resident ownership to make it feasible; the park owner must be willing
to sell to the residents; local and state agencies involved in the
approval process must be willing to act in an expeditious manner; and,
perhaps, most importantly, funding must be available to provide the
capital to make resident ownership of the park a reality.

THE MOBILEHO RES

Senate Bill 2240 (Seymour) of 1984 established the Mobilehome Park
Assistance Program (MPAP) within the Department of Housing to provide
low interest loans to low income persons to help them convert their
rental mobilehome parks to resident ownership. MPAP began making loans
in early 1986, which, when combined with loans from private sources
and/or local governments, provided a total financial package to make
the conversion of any given park possible.

Three kinds of loans are made: conversion loans to resident
organizations of up to 3 years to secure acquisition of the park;
blanket loans to resident organizations up to 30 years to permanently
finance conversion of the park; 30-year individual loans to low income
residents to enable them to reduce the monthly costs of their share of
the conversion. All loans carry a 3 percent, simple interest rate.
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In the beginning, funding for MPAP was only temporary and came from a
$1 million appropriation from the reserve of HCD's Mobilehome-Manufac-
tured Home Revolving Fund, used to support registration and licensing.
SB-484 (Craven) became effective in 1986, to provide a more permanent
source of funding - a $5 surcharge on mobilehome vehicle license fees
for three years - about $2 million a year - for MPAP. After 3 years,
with continued success of the MPAP program, the Legislature approved
another one-time augmentation of $1 million to MPAP through SB-525
(Craven) in 1988, and eliminated the December 31, 1989 sunsets on both
the program and the $5 license fee surcharge to support it through
SB-2192 (Craven). With the continued annual $5 surcharge and revenue
available from repayments on existing loans, MPAP, renamed the MPROP
(Mobilehome Park Resident Ownership Program) in 1990, provides almost
$3 million a year to help finance park conversions.

PURPOS H
The purpose of the October 2nd hearing is two-fold:

1) to reassess the need for additional state funding - primarily an
augmentation of the existing MPROP program to allow more MPROP
loans to be made for resident conversion projects in future
years;

2) to evaluate alternative proposals for providing such funds, such
as general obligation bonds, revenue bonds, or various fees or
surcharges on mobilehomes to support a higher level of MPROP
funding.

THE NEED

Of course, mobilehome owners, looking for greater housing security than
a landlord-tenant relationship offers, would like to see more state
low-interest money available to make it easier for them to buy their
parks. Consultants who specialize in putting together resident park
purchases contend the lack of sufficient state money discourages
residents from applying to MPROP in the first place. Moreover, with
banks and financial institutions becoming more conservative about
making loans, a shrinkage of capital in the private sector for these
projects makes the need for more public money critical if additional
parks are going to be converted to resident ownership in coming years.

Critics, including some mobilehome owners, argue, however, that the
need for more state funding for park conversions is not documented.
They contend the need for more funding has been exaggerated and that,
while the general concept of self-ownership of parks is attractive to
mo: . mobilehome owners, when the reality of the actual costs and
complexities sink in, many park residents become disillusioned with the
conversion process. Lastly, skeptics point out that, if the private
sector is reluctant to commit additional funds to park conversions
perceived as "risky" investments, why should the state be called upon
to take the same or greater risk with more public dollars?

FUND v

Beyond the threshold issue of need, the second question the Legislature
must address is how additional funding for HCD's Mobilehome Park
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Resident Ownership Program (MPROP) can be raised. Several bills have
been introduced in the 1991 half of the current legislative session
which may impact this question. These bills have been held over as "2
year bills" for consideration in 1992:

GENERAL OBLIGATION BONDS: SB-593 (ROBERTI)

This measure provides for a $450 million general obligation bond
issue for low-income housing and homeless programs. If passed, the
California Housing Bond Act would have to be approved by the voters
at the June 2, 1992 primary election. The measure is similar to
measures approved by the voters in 1988 and 1990, authorizing up to
$600 million in housing bonds. None included funding for mobilehome
park conversions.

General Obligation Bonds use the State's high credit rating to float
the bonds, generally at lower interest rates than programs, which
benefit from the proceeds of the bonds, could borrow the same money
from conventional sources. Unlike revenue bonds, which are usually
backed only by the revenue generated by the projects which they
fund, the interest and charges on G.0. bonds can either be paid out
of the revenues of such projects or as a General Fund obligation.
G.0. bonds have been used more frequently in recent years to fund a
variety of state programs, such as state park and wetland acquisi-
tions, Cal Vet loans, prison construction, school building construc-
tion, and housing, among others. There were hundreds of millions of
dollars in bond issues on the 1990 ballot, but the voters, who had
repeatedly approved most bond issues in past elections, turned
thumbs down on most of the '90 November ballot bond issues.

SB-593 would allocate the $600 million as follows:

- New rental housing, including senior housing: $175 million;

- Rehab of rental and owner occupied housing: 175 million;
- First time homebuyers: 40 million;
- Shelter for the homeless: 20 million;
- Child care/job training for single parents: 15 million;
- Rental mortgage and bond insurance 15 million;
- Housing for farmworkers: 10 million.

Again, there is no allocation for mobilehome park conversions, even:
for primarily low-income parks. However, the measure, after passing
the Senate on a vote of 28-8 on September 10th, went to the Assembly
Housing Committee, where further amendments may be considered.
Sponsors may be open to consideration of the allocation of a small
portion of the proposed bond money for mobilehome park conversions.
The major problem faced by SB-593, however, is competition on the
June ballot with other potential bond measures funding a variety of
school construction, park and recreation, and other projects.

REVENUE BONDS: SB-501 (CRAVEN)

This measure would establish a "Mobilehome Park Resident Purchase
Fund", administered by HCD, for which up to $25 million in revenue
bonds could be issued to finance park conversion loans up to 30
years, in accordance with guidelines now used for the administration
of the MPROP program. Parks would have to file with the IRS for tax
exempt status in order to qualify for tax exempt bond financing.
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HCD would be given the flexibility to issue bonds tax exempt under
both state and federal law or taxable under federal law but exempt
under state law. Interest on the loans would be higher than MPROP's
current 3 percent rate, though somewhat lower than conventional loan
rates for tax exempt bonds. Bonds only tax exempt under state law
would probably carry an interest rate comparable to conventional
rates. Tax exempt bond proceeds, in accordance with federal
requirements, could not be used to finance subdivided interests -
that is, parks converted to condominium ownership.

Supporters of the bill argue that, while revenue bonds have not
previously been used by the state to fund park conversions, they
have been used to support other state housing programs administered
by the California Housing Finance Agency (CHFA), and a number of
local governments have used revenue bonds to finance resident park
buy-outs.

Potential SB-501 opponents contend that CHFA had the authority to
issue revenue bonds for mobilehome park conversions under the old
Mobilehome Park Acquisition Fund, which was enacted in 1984 and
sunsetted in 1989, but chose not to do so because it did not find
the program " . . . to be workable." Moreover, the fact that loans
financed through revenue bonds, particularly, if not tax-exempt,
might carry what amounts to conventional interest rates - would not
have any advantage for low-income park residents who cannot afford
to make payments on conventional loans anyway.

SB-501 passed the Senate on April 4th on a vote of 33-0 and is now
pending in the Assembly Committee on Housing and Community
Development for a hearing and vote next year.

LICENSE FEE INCREASES: AB-732 (HAUSER)

Among other provisions, Assembly Bill 732 would increase the current
$5 surcharge on mobilehome state vehicle license fees (VLF) by $20
to $25 per year for the MPROP. The measure would exempt mobilehome
owners of low income, as defined, from the increase. Those persons
would continue to, instead, pay $5 a year. Close to $10 million
would be raised annually for the MPROP fund through this bill.

Proponents argue that the easiest way to provide needed money to
MPROP is on a "pay as you go" basis. Those who benefit - the
mobilehome owners - not the state or the taxpayers - would pay the
bill. Those least able to pay for the increase, the low income
homeowners, would be exempt.

Potential opponents of fee increases arqgue that the burden - a
5-fold increase in the current fee - even with a low income
exemption - would be imposed on mobilehome owners subject to the
VLF. Mobilehome owners who pay property taxes, instead of the state
VLF, would pay nothing.

The measure is pending in the Assembly Housing Committee and must
pass the Assembly Floor before the end of January, 1992, in order to
remain alive.
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OTHER OPTIONS

There are other alternatives which are not in legislative bill form.
These include, but are not limited to, the imposition of a transfer fee
or tax on the sale of mobilehomes and state mortgage guarantees.

S T - some have proposed that a transfer
fee on the sale of a mobllehome, either a fixed amount or percentage
of the sale price, could raise significant revenue for the MPROP
program. Like the VLF surcharge, such a fee would be paid by
mobilehome owners for the benefit of mobilehome owners. Unlike the
VLF, the fee would not be an annual surcharge but only applicable
when money was available upon the sale of a home. However, those
selling mobilehomes, including homeowners, mobilehome dealers, and
real estate brokers, may object that such a fee will add to the
burden of selling a mobilehome.

MORTGAGE GUARANTEE INSURANCE - others have suggested the state

establish an FHA-like program to guarantee private loans to resident
organizations and/or individuals convertlng mobilehome parks to
resident ownership, or guarantee bonds issued to provide funding for
the loans.

Currently, the State operates a California Housing Insurance Fund
(CHIF) under the California Housing Finance Agency (CHFA), which
guarantees private loans for individual single family homes through
CHFA programs. Although the original money to start the guarantee
fund was appropriated from the General Fund some years ago, CHIF
backed loans have an added loan insurance premium, the funds from
which actually serve to bail out any defaults (which have been few),
without touching the original money. Additionally, the state's
22-year old Cal-Mortgage program, a part of the state's Office of
Statewide Health Planning, is authorized to guarantee up to $2
billion in loans to local agencies and nonprofit organizations for
construction or rehabilitation of various health care facilities.
The guarantees are a potential general obligation of the state.

TESTIMONY

This background paper is de51gned to set the stage for a discussion of
various aspects of park conversion funding at the October 2nd hearing.
Those making presentations before the Committee may wish to address
both the need and some or all alternatives to financing the need for
park conversion funding, including various technical aspects of these
problens. Testimony, however, does not have to be limited to a
consideration of issues mentioned in this paper - though persons making
presentations before the Committee are reminded of the focus of this

hearing. The Committee is NOT considering other mobilehome issues at
this time.

9/27/91/JGT
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SENATE SELECT COMMITTEE ON MOBILEHOMES HEARING TRANSCRIPT
MOBILEHOME PARK FUNDING FOR CONVERSION

ROOM 3191, STATE CAPITOL, 2:00 - 4:00 P.M.
MONDAY, OCTOBER 2, 1991

SENATOR CRAVEN: Welcome to the 24th Hearing of the Senate Select Committee

on Mobilehomes. We are still holding hearings here in the Capitol, as we
are doing today, and, as Chairman, I will continue to sponsor mobilehome

legislation, if we feel it is both needed as well as feasible to enact.

First of all, I would like to introduce my colleagues with me, on my
immediate left is Senator Ralph Dills, who comes from Gardena, in Southern
California. I would like to tell you that he's got a lot of mobilehomes in
his area, but I don't think Ralph, Senator Dills, really knows exactly what
his district is, right at this juncture, and not knowing that, he doesn't
know if he has a lot of mobilehomes or not. But I'll tell you, if anyone
will survive, it will be the gentlemen on my left. Next to him is a new
member of this Committee, but an old friend of mine, Senator Ruben Ayala,
who comes from San Bernardino, and who does have quite a few mobilehomes in
his district. Ruben replaces Senator John Doolittle who has left us for
the Washington environs, now serving as a Congressman. Then we have Dave

Olivieri and Lucio Lopez, who are the Senate Sergeants helping us today.

We are going to discuss the ramifications and intricacies of funding for
the conversion of rental mobilehome parks to resident ownership. Most of

you have had a chance to pick up a copy of the background paper and the
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bills and other materials which are on the front desk, which, hopefully,
set the stage, so to speak, for this hearing. I hope there will be enough

copies. If not, please share your information.

There are two prongs to the issue of funding - the need for more funding
and how that additional funding would be accomplished. I think many of us
in the Legislature, including myself, are sympathetic to the need. We know
that many mobilehome owners would like to buy their parks. In fact, as
many of you know, I already have a bill in the hopper which would raise
more money through revenue bonds for park conversions. However, to be
fair, we should consider the other side of the story. The Committee has
heard some criticisms, as well as concerns, about park conversions from
mobilehome owners themselves. We have heard from homeowners who question
whether it is feasible for most homeowners to buy. Considering there are
thousands of mobilehome parks in California, will there be enough money for
them all? We have heard a number of unhappy stories about what happens to
residents who can't afford to buy into parks which are converted. In some
cases, where state money is not involved, their space is sold out from
under them, their rents are raised, and, eventually, they are displaced.

So the question is whether, in these cases, we are doing anything to help
lower income people, or do park conversions actually end up displacing some

renters sooner than otherwise?

The second prong of the discussion today is, perhaps, the most complicated.
Assuming we need more funding, how is it to be accomplished? Should we use
the State's bonding authority to obligate the public treasury to support

these conversions? Should we use the revenue bond approach for nonprofit,
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low-income parks, as has been done at the local level in some cases.
Should we insist that mobilehome owners pay their own way, through added

license or sales transfer fees, if they want more money for conversions?
There are pros and cons in answer to each of these questions.

We have an agenda of scheduled speakers, and when you come forward to the
microphone today, I would ask that you state your name and the organization
that you represent for the record. Since this is being recorded - Dave is
doing that over to your right - I'd ask also that you keep your
conversations on a low key basis, if you will, because the noise affects
the recording, and it is difficult to hear when transcribing. And, I

think it would be good if you keep your testimony to, maybe, 7 minutes, if
that would be appropriate; however, you know, if you need more time,
certainly nobody is going to pull you away from the microphone. But, in"
order to keep it moving, that would probably be the amount of time you
should use. If the Senators have questions for you, of course, we'll take
that into consideration and give you additional time. So, hopefully,
you're all set, as we are, and let us begin today with Traci Stevens,
Assistant Director for Legislative Affairs, Housing & Community Development
Department. Also, Chris Webb-Curtis, Manager, Park Resident Ownership
‘Program is with Traci, so the two of them are going to start the mixed

doubles here right now.

TRACI STEVENS: Mr. Chairman and Members, thank you for that introduction.
As your Consultant has requested, I'm going to give a very brief overview

of the program and where we are on the funding and data. 1I'll turn it over
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to Chris for any specific questions you have about the program, and, then,
we'll be happy to address any questions. Right now, we have $3.5 million
currently available in funding for the program. Since the inception of the
program in 1985, we've committed over $20 million to park conversions. The
$5 fee, that you're very familiar with Senator Craven, produces approxi-
mately $2 million annually, which we appropriate in an RFP fashion, as you
know, when there's enough money to put out on the streets. We have been
able to assist over 1200 low-income mobilehome park residents and 28 parks
with 7 currently pending applications. So, that's a real brief overview of
where we are - I'll let Chris go into the specifics of the application

process, if you are so interested, and, if not, we'll address questions.

SENATOR CRAVEN: Traci, would you explain to those of us up here, as well

as the audience, what the RFP procedures are?

TRACI STEVENS: Let me defer to Chris on that.

SENATOR CRAVEN: Okay, fine.

CHRIS WEBB-CURTIS: In the past years, we announced funding availability

with six separate filing periods, and, in this way, we were able to provide
potential users with up-to-date information about the amount available,
since it changes regularly with payments to the fund from the $5 fee, and
repayments of loans and commitments of funds. Our last RFP filing deadline
was November 15, 1990 - almost 12 months ago. Now, we have $3.5 million

available.
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SENATOR CRAVEN: Now, do you want to explain to them that RFP isn't

Richmond Fedricks Potomac, the little railroad... (laughter)...

CHRIS WEBB-CURTIS8: Sure, I'm sorry... (laughter) An RFP is a Request for

Proposals. We send out the Request for Proposals, which is a formal

statement of the amount of money we have available, and the procedure for
applying for funds, with a deadline by which people must reply. We have a
deadline now of October 11th for the current RFP period. We do not expect

to be able to announce the availability of funds again until the summer.

With respect to our anticipated response to the current RFPs, others who
will be making statements here may be able to provide you more information,
but we've had many discussions with prospective applicants and feel that we
will receive more applications than we will be able to fund with the $3.5
million. Our application process generally starts with an inquiry from a
mobilehome park resident, a local government representative, or a
consultant who called to discuss the possible purchase of a particular
park. And, by phone, we usually provide some technical assistance; we send
out a packet of information, including an application. We suggest that we
talk again after people review the material. We usually know when to
expect an application because of our phone contact, and we try to work
together to correct deficiencies if possible. Staff tries to accommodate
tight time 1lines, coordinating by phone and expeditiously as we can. Where
funds are available to fund all applications received, the applications are
not ranked. Ranking of projects is based on priorities set out in statute
and regulations, and these ranking priorities include, briefly, project

affordability, project feasibility and effectiveness which treats the
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leveraging of funds and programs, and overall efficiency in the use of
funds. We also give additional priority to rural projects. 1In this
particular funding round, as I said, we expect to receive requests for more
than is available, and we are very sure we'll be ranking the applications.
Staff will review all applications for deficiencies after they are received
on October 11th, including a site review - that is an on-site visit - and
allow each applicant an opportunity to correct any minor deficiencies prior
to ranking. After we rank the projects, staff makes recommendations to the
Local Assistance Loan and Grant Committee at the Department. That
Committee is comprised of representatives from the Department, the lending
industry, and the public sector. The Committee meets once a month -
usually the fourth Friday of the month. We will take the upcoming program
recommendations to Loan Committee in December only if we can complete the
evaluation of all the applications in time. 1It's hard for us to tell in
advance whether we will be able to go in December. January may be more
realistic. It really depends a lot on how many applications are received.
We make a recommendation to the Committee which, in turn, makes a
recommendation to the Director of the Department. If the Committee and the
Director both approve the recommendation, then a contract is executed among
the resident organization, the local public entity, and the Department.

And this process can take as little as a few weeks on a very expedited

basis to as much as several months. The latter is more common.

If we are making a conversion or interim loan... actually, the rest of my
remarks, though brief, talk about the funding of the loan, if you're

interested in my continuing with that... just getting the money out.
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SENATOR CRAVEN: Whatever you choose to do.

CHRIS WEBB-CURTIS8: If we are making a conversion or interim loan that's a

short term loan, the contractor provides us with whatever information is
required - minimally a closing budget and a request for payment, along with
the security documents and any additional information that's specified in
the contract. If we're making a blanket or individual loans, long term
loans, then the individuals receiving assistance or loans must be processed
in much the same way a conventional lender processes an application for a
loan by an individual. 1In addition to loan packaging, we require any other
documents which demonstrate security and feasibility of the project. This
process can take anywhere from two months to two years, depending greatly
on the completeness of the application, the readiness of the park to
purchase and convert to resident ownership, and many occurrences and
schedules outside the control of either the applicant or the Department.

We make every effort to be sensitive to the problems created by short
options to purchase, though we are aware that we cannot always provide the

interim financing that is often needed on an even more expedited basis.

SENATOR CRAVEN: Very good. How many parks has HCD put money into to this

time? Do you know?
CHRIS WEBB-CURTIS8: Thirty-five...
SENATOR CRAVEN: Thirty-five. I know it's very difficult to average in

this area, because there's such a diversity in parks, types, locals and any

number of things, but do you have any idea what the average loan has been?
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CHRIS WEBB-CURTIS: No... but, you mean individual... loan to a park?
SENATOR CRAVEN: Yes.
CHRIS WEBB- t No... but there has been a general trend toward the

maximum limit, which is a million dollars.

SENATOR CRAVEN: A million dollars... well, what we have in the treasury,

so to speak, won't go very far.

CHRIS WEBB-CURTI8: That's correct.
SENATOR CRAVEN: That being the case, you take a couple of cracks at it,

it's all gone, isn't it? From the standpoint of the systemic procedures,

absent the money attitude, do you think the system is working well?

CHRIS WEBB-CURTIS: I think so.

SENATOR CRAVEN: It doesn't need any fine tuning... or is there something
that we could do or invoke to make it better, or do you think that we have

reached ultimate?

CHRIS WEBB-CURTIS8: Well, I believe that there's always room for
improvement, but one thing that I might add is that we're going through a
process of making some regulatory changes to the program now, and we, in

fact, met with many of the consultants on this issue several months ago,
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just to kind of get their input and talk with them about what...

SENATOR CRAVEN: Now, these are the consultants that handle the

transactions for the Department?

CHRIS WEBB-CURTI8: Exactly.

SENATOR CRAVEN: Have consultants, in a general sense, been a boon to the

people in the parks?

CHRIS WEBB-CURTIS8: 1It's a very complicated process - the conversion of
parks to resident ownership - and, while there are lots of parks who have
residents in them who are very sophisticated, I think it helps to be able

to have all the problems focus in one place, and ...

SENATOR CRAVEN: Yes... well, it's almost like hiring an attorney if you're
going to go to court. You'd like to have some expert advice. John, were

you getting ready to say something?

JOHN TENNYSON: Yes, I have some specific questions. First of all, of the
$20 million that you've put into the program in the last five years, how
much of that goes into blanket loans and how much into individual loans?
Is most of it going to individual low-income people or is it going to the

homeowners' associations as a blanket loan to help them buy the park?

CHRIS WEBB-CURTIS: I'm sorry, I don't have the figure, but I can tell you

how many loans we've made in blanket loans and how many parks we've made
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individual loans. We've made 16 blanket loans and 19 loans where those
loans have been lent to individuals. I don't have the dollar amounts

however. 19 individual loan parks...

JOHN TENNYS8ON: 19 parks in which individuals...

CHRIS WEBB-CURTI8: That's right.
JOHN TENNYSON: I see. And, have you had any problems with those loans in

terms of defaults?

CHRIS WEBB- 8: No.

JOHN T ON: Okay. How many parks whose applications have been put
forward in an RFP have been rejected... for inadequacy of not meeting the

low-income limitations, or whatever the case may be?

CHRIS WEBB-CURTIS8: Not very many... very few. We've rejected very few.
There were a few rejections, early on in the program... I'd say, maybe,

five... but, that truly is a guess.

TRACI STEVENS: We'd be happy to get that information for you, John.

SENATOR CRAVEN: How about the attitude which swirls around the low-income
aspect of parks - low-income people there. Has it really helped sustain
them in a general sense? In other words, are rents kept at bay, so to

speak, following the conversion and to allow the mobilehome people in the
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lower income area to subsist in the park? Has that worked out quite well,

or do you have a follow on that?

CHRIS WEBB-CURTIS8: I don't know that we have anything more than anecdotal

information to try to answer that question. I think, perhaps, a study a
few years down the road might be more appropriate to find out exactly what

has transpired since a lot of these conversions have happened...
SENATOR CRAVEN: Well, it's entirely possible you need more run time on
that to find out, but that's a consideration because those are the people

really that we were taking into consideration at the outset.

CHRIS WEBB-CURTI8S: Perhaps I could just mention one thing... and, that is

that, under the program, there are certainly residents in the park who are
paying a good portion of their money, after conversion as before
conversion, but they are not allowed to pay more than they paid after

conversion...

TRACI STEVENS: ...And you would assume that that would address your

ultimate question, but, again, we don't have any data.

SENATOR CRAVEN: VYes... uh-huh... John?

JOHN TENNYS8ON: If I might interject, the Committee has received,

basically, two criticisms or, I should say, complaints about - not
necessarily your program - but the concept of the conversion of rental

mobilehome parks to resident ownership, if you have in mind the premise
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that you're preserving low-income housing. The first complaint is that, in
some cases, it displaces low-income people who can't afford or, for
whatever reason, don't buy-into the park, because their rents are increased
over a period of time, and, eventually, they are economically displaced.
The second complaint is that, unless it's a limited equity co-op type
situation, where they can't pull out their entire equity, that you're
actually converting what was once a low-income park into a middle income
park. The state is helping them stabilize their mobilehomes, so to speak,
so that five or ten years down the road, they can pull out a large chunk of
change, which the mobilehome wasn't worth at the time it was in a rental
park, and, therefore, the new buyer, five or ten years down the road, is
going to have to be, not of a low-income but at least of a middle-income to
be able to afford to buy. So you're gradually changing these parks into,
shall we say, something other than low-income parks. Do you have any

comments on that?

CHRIS WEBB-CURTIS: Well, on the one hand, if you're in a rental park where
the rents go up, clearly, the value of your mobilehome is decreased,
because anyone moving into the park has to pay higher rent and, therefore,
can't pay as much for the housing, and it is true that, if you stabilize
the rents in the park, hypothetically, the value of the home may increase.
So, you know, in a sense, that may be a valid criticism, and, on the other

hand, you are stabilizing the park.

TRACI STEVENS: And, it addresses a future type of insurance policy where
you have something that is constant to depend on in ten years, and who's to

say what will happen with the economy, and with rents, and real estate,
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but, again, the other side of that coin is that it's a constant.

SENATOR CRAVEN: I think Senator Dills has a comment.

SENATOR DILLS8: When we talk about low-income, what is it now and is that

changing?

CHRIS WEBB-CURTI8: The criteria for low-income?

SENATOR DILLS8: Yes.

CHRIS WEBB-CURTIS8: Well that changes as income level goes up or down in
the State of California, but low-income is defined as below 80 percent of
median. So, if the median income is $30,000, then low-income is 80 percent

of that.

TRACI STEVENS: And it's county by county, Senator.

SENATOR CRAVEN: Uh-huh... county by county... so, you just factor your own

immediate locale as opposed to what they do in Los Angeles.

CHRIS WEBB-CURTIS8: VYes, that's right.

JOHN TENNYSON: Give us an example. Do you have a chart; San Diego County?

CHRIS WEBB-CURTIS8: I don't... I don't have an income chart. Oh... okay,

$24,000... so, that must be the lowest. My example happened to be San
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Diego County and I didn't even know it.

SENATOR CRAVEN: Well, we have a few mobilehomes there. Now, I don't
know... Bob Presley, who I thought would be with us - and may still be here
- he was with me this morning at a hearing - he has the mobilehome capital

of the world in Hemet... Well, do you have anything Ruben?

SENATOR AYALA: SB-2240 by Senator Seymour, which created the mobile park,
uh... appropriations program, whatever it is... under that, you originally
had $1 million?

SENATOR C CI 8 8: That's what we started out with.

SENATOR AYALA: And that's what you have today?

TRACI STEVENS: No, we have an entirely different funding source. Senator
craven introduced a bill which was chaptered two years... was it two years
ago... SB-484, which put into statute a permanent $5 per section fee on
mobilehomes, and that $5 fee produces approximately $2 million annually
which is dedicated to this program.

SENATOR CRAVEN: '86, I think it was....

SENATOR AYALA: Well Senator Craven also has SB-501 in the Assembly side

now that would appropriate $25 million in revenue bonds?

SENATOR CRAVEN & TRACI STEVENS: Yes... right... uh-huh.
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SENATOR AYALA: Under that bill, there... will we be able to discuss that
bill eventually before we're through today, SB-501? If so, I'll hold my

questions until then.

SENATOR CRAVEN: Yes. that bill that we talked about initially that
produced a million dollars, or whatever it was, on the $5 surcharge, we not
only found that there were a lot of people out there but there were a lot
of them who didn't 1live in mobilehome parks, because we were charging them
as well... some guy living out on 20 acres in the woods somewhere, and he
wondered how the $5 fee was going to help him, and, try as we may, we
couldn't find an answer to that, so we excluded them. But, John, Senator
Seymour, now an honest to God Senator, he, back in the halcyon days of the
past, introduced that bill, and, you know, at first blush, a million
dollars, it sounds like an awful lot of money, until you start figuring out
what you've got to do with it and the number of people to be served, and it
was just kind of opening the door... and we kind of keep creeping at it and
pushing it a little further in each time, with the forbearance and kindness

of the Senators.

TRACI STEVENS: If I might, Senator, one more quick comment. John had

asked us to look at need as an issue, as you're discussing SB-501, and tell
you what has been the historic trend. And, to put that in perspective for
you, we have never had a funding round where our applications exceeded the

funding availability. Uh...

CHRIS WEBB-CURTIS8: Not "never"... there have been a few... just a few.
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TRACI STEVENS: Oh, okay. I stand corrected. At this point, as Chris
said, she is anticipating, based on anecdotal information from specific
parks, a need exceeding what we have, but, again, we have nothing to base

that on, and we really don't know what that means specifically.

JOHN TENNY80ON: No documented needs?

TRACI STEVENS8: Right... right.

SENATOR CRAVEN: Well, we thank you both for being with us. Next, I'm
going to ask Mr. Maury Priest, who represents GSMOL here in Sacramento and

has done so with considerable distinction over the years... Maury.

MAURICE PRIES8T: Thank you, Senator, Members. On behalf of GSMOL, we
appreciate your hearing today and all the efforts that you've made over the
years to assist the residents of mobilehomes in the collective purchase of
mobilehome parks. I think today's hearing is particularly timely.

Although residents of parks have benefited from the existing laws and from
the Mobilehome Park Purchase Fund, we are at a critical period of time, in
terms of that program. I don't believe that when we first commenced the
program - the resident program, administered by HCD - that it was our
intent that the State be the principal lender or play the leading role with
regard to loans. But, at this point in time, the reality is that most of
the conventional lenders that we had depended on, in order to complete the
funding of a park purchase, are, in large scale, abandoning this area of

loans, and I think there are a number of reasons for that. I think some of
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them can be addressed legislatively, and some of them may simply be policy
decisions made by certain lenders, and the change in law may not induce
them to come back. But, there are certain things that can be addressed in

this coming session that would help resolve the problem.

Let me first speak about SB-501. GSMOL supports Senator Craven's SB-501.
We believe that the issuance of bonds is critical. We believe that it's a
viable means of raising revenue. There are pros and cons, certainly, to
another bonding measure and issuing bonds for that purpose, but the amount
of need on the residents for this type of funding necessitates some bold
move to try to address the problem, and we think that the bond is, at
least, part of the solution to the problem that we have right now, and
we're in support of that measure. We've also worked with Assemblyman
Hauser's Committee - the Assembly Housing Committee - and I know that
Committee, as well as the Senate Housing Committee have been very
supportive of this concept. In reviewing AB-732, as a vehicle to use and
to assist in addressing the problem, we've expressed some concern as to
whether or not the bulk of our members that are still in rental parks could
afford the amount of increase that is currently proposed in the bill. What
I'm speaking of is the surcharge that comes every year with their annual
registration fees, $5 of their annual registration fee goes into the Park
Purchase Fund, and the current proposal in AB-732 is that that $5 fee per
section of mobilehome - and, realizing that most of them are double-wides,
that means that, in effect, they're paying $10 under current law - that
that would go to $25 per section or, in total, $50 each mobilehome in the
State. Now, $50 per year in the big picture may not seem like a lot of

money and, to a minority of mobilehome owners, $50 may not be the
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difference between making it or being broke, but the majority of our
members are senior citizens on a fixed income. For many of them, Social
Security is all they've got. Rents are escalating beyond what they
certainly anticipated at the time they retired and went into mobilehomes.
So, we're concerned, and we think it's a very well placed concern that a
$50 per year jump on every person who is currently in a rental park, may be
cost prohibitive for some of those people. Many of them are having to
seriously face a move out of their homes - either a distress... a fire sale
of their home, just so that they can escape the rent that they're now
facing. It's a conflict of position, if you will, to say that we want to
help them by helping them collectively purchase the park, but, in order to
help them to do it, we want them to pay a $50 fee per year toward the
resident purchase fund. Some of them simply may not be able to afford

that. So, that's one of the concerns that we have.

JOHN TENNYSON: Maury, let's throw you a little curve here, if you don't
mind. This Committee has to explore all avenues or all approaches, and we
have a number of people who have posed the question that, if the private
financial institutions are pulling out of this area, why should the State -
and, presumably, they are pulling out of the area because of risk or
because of a more conservative financial position - why should the State
step in and use their bonding authority or their good credit to bail out
mobilehome park residents? Why shouldn't mobilehome park residents - the
Hauser bill, for example, does exempt low-income people, as defined - so,

why shouldn't they pay their own way on a program that benefits them?

MAURY PRIEST: I don't see the bond measure as a replacement for private
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funds or for conventional lenders. I think we're still going to need to
draw them back into the market. But I think that the bond proposal that's
in SB-501 can be justified because the State has a public policy interest
in preserving affordable housing. I mean for years we've had on the books
the housing element that the reporting is administered by HCD, but each
county is supposed to indicate, on an annual basis, what they're doing to
preserve existing affordable housing or to promote the development of more
affordable housing, and I think that, in terms of an overall cost to the
State, the bonding measure, first of all, meets that public policy - that
legitimate public policy concern, and it also, in the long run, means, in
my opinion, that there are going to be fewer senior citizens that have to
go on public aid or public assistance simply because they are no longer
able to afford their own private residence. Ultimately, I think that's
where it could end up, but I don't look at SB-501 as a replacement for the

conventional lenders.

I think that another vehicle - and I'm sure that some of the speakers will
address it in more detail - is the possibility of a transfer fee at the
time of sale of a mobilehome. In other words, if we did not - and it's not
up to me to decide that but, for example, if the increase in annual
registration fees didn't take that $50 jump or a $40 jump, I should say,
from the existing law, and, instead, a transfer fee was paid at the time a
mobilehome was sold, statistics show - and I believe these are from HCD
registration figures - that there is somewhere around 60,000 sales per year
of mobilehomes. At the time of each of those sales, a transfer fee could
be paid to support the Mobilehome Park Purchase Fund. The GSMOL Executive

Board has informally discussed figures in the range of $125 transfer fee.
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And, if you were to do some arithmetic and multiply roughly 60,000
transactions times $125, that would raise a considerable amount. If that
type of transfer fee were combined with SB-501 and the bonding measure,

that would be a significant step forward.

That brings me down to why I believe many lenders are bailing out of this
area of the loans. I don't think it's necessarily because of a high risk,
but there is a gap in the law right now that we can help close that will be
meaningful to some of the lenders - the lenders that have made mobilehome
loans. I'm not talking about parks, I'm talking about mobilehome loans,
and who has been listed on the HCD title documents as the legal owners -
their security has been the mobilehome - if they agreed to loan $30,000 so
that Mr. & Mrs. Smith can buy a mobilehome and that home is situated in a
rental mobilehome park. Now, 15 years later - let me say 10 years later -
maybe it's a 15 year loan - 10 years later, the Smiths want to join all the
other residents in the park in doing a park purchase. Okay? They succeed.
Let's say they were one of the 35 that were able to do it. Thereafter, one
of them dies, the other becomes ill - for whatever reason, their home is
foreclosed upon. Okay? And the lender forecloses, and they now basically
learn for the first time that their security interest is now complicated by
the fact that there is an investment that was made by the Smiths in the
space which they live on. Maybe it was a co-op, maybe it's a mobilehome
subdivision. There is a conflict that is now in the lap of the lender
whose security has been jeopardized because they don't control that space.
In other words, it may not be a simple matter of making up the rent to the
park owner and advertising to sell. There is now an interest that that

resident acquired as part of the resident purchase plan that the lender
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never anticipated, and it may be a $3,500 contribution, it may have been a
$10,000 investment - in some of the mobilehome subdivisions, they've
contributed $20,000 or more per space - and you have the heirs of that
mobilehome owner or you have a subsequent buyer who says, "fine, take your
mobilehome off the space and I'll bring in my new mobilehome, and I'm
buying the $20,000 space". And, all of a sudden, the lender is out, and
that has happened to lenders, and to those it hasn't happened to, they've
certainly heard the story, so I won't belabor the example, but I believe we
could introduce legislation that would adequately protect the rights of the
lender. And, it may mean that the homeowners' association, if there is a
default or foreclosure, that under the terms of the homeowners'
association, the ownership interest in the subdivision or the co-op - you
know, that's purchasing the park - would be re-acquired by the homeowners'
association or by some other entity who could then deal with the lender.

In other words, I don't believe it's equitable for lenders, who we would
like to keep in the business and like to keep in the lender field with
mobilehomes, to have unexpected problems when and if there's a default in
their security. And I think there's an equitable way that we can protect
their interest so that, if a foreclosure occurs and they end up with the
home, they can either acquire the interest on that space or be dealing with
the homeowner associations, so that their rights aren't complicated. So

that's one of the ways that I believe that the lenders would come back in.

However the Committee decides to proceed, or the Legislature decides to
proceed, I would urge them that, in whatever vehicles are pursued, that
they be done on an urgency basis. I think that Republicans, Democrats, and

Independents have all shown support for the concept with regard to the
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resident purchase; the park owner organization has not had objections in
terms of the funding mechanisms of the purchase fund. We've really been
able to realize some community of interest within the mobilehome industry
on the issue and, for that matter, I think that an urgency clause in any of
these bills is justified, so that we don't fall flat on our faces this

coming year and have a need with no solution in sight.

SENATOR CRAVEN: Good. Yes, Senator Dills.

SENATOR DILLS: Mr. Chairman, could I interject a thought at this time?
This last year we had a resolution which had the effect of law with
reference to our own House, limiting the number of bills that we can put
in. You have today a man who has brought us the possibility of another
bill. This is not condemnation, this is commendation. 1It's not
necessarily an argument for a limitation, but I just wanted to point out
that only yesterday I was at a doctor's office and inquiring why my voice
was not doing as well as it used to, and he said why... all of those bills
you have down there... do you need 6 or 7,000 bills? And, so I hastened to
try to explain to him that not all of them are needed, perhaps, but there
are occasions - and this appears to be one such occasion - when there are
problems out there that need to be solved, there's opportunities to be
taken care of by such suggestions we have here. I thought I might put it
in there for those who are critical of us for putting in so many bills,

but, sometimes, there are people who need to have bills put in for them.

SENATOR CRAVEN: Well, then, of course, we could have a hearing on that

too. The last bill of the first year that I was in the Assembly, Judge
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Kapiloff - all of our colleagues have done so well, and here we sit, you
know - but this fellow is a Superior Court Judge now, you know, Larry
Kapiloff - but he and I were in the Assembly then, and I was ending my
Freshman year, and the last bill up on the Floor was that term limitation
bill. And, I can remember a fellow that you may have heard of, Paul
Carpenter,wwho was then an Assemblyman too. Paul got up and he argued very
vehemently against term limitations and, I can remember his closing
remarks, which were "the next thing you know, you'll have us wearing

uniforms". And some of my colleagues are... (laughter). Yes, Ruben?

SENATOR AYALA: Go ahead, finish your thought...

SENATOR CRAVEN: Well, I was just going to say to Maury, when you started
out talking about the lenders and their shying away, I think that the point
that you made is well made and very, very appropriate, because I think that
lending organizations have a certain feeling of a latent ephemeral quality
to mobilehomes. They think they're here today, gone tomorrow, and they
don't seem, at least in their mind's eye, to think they seem as solid as
the normal real estate loan may be, and I think we have to overcome that
somewhere along the line. Perhaps that, which you brought to our

attention, will be a step in the right direction. Ruben?

SENATOR AYALA: VYes. 1I'd like to respond to Senator Dills that I'm sure we

don't need that many bills every year, but the ones I introduce certainly

are necessary... (laughter)...

SENATOR CRAVEN: Yes, I've always felt that about your bills, Ruben. I
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don't think that... but, you see, both of these gentlemen on my left are
Standing Committee Chairmen, and, as a result, they have to take an
interest - they have committee bills and both, particularly Ruben, carries
a lot of bills for the Administration from time to time, regardless of
whose administration it is, whether it was the Deukmejian Administration
and now the Wilson Administration. They turn to the Committee Chairman to
try to process that through for them, and that kind of adds to their
numbers. I, on the other hand, don't carry... I don't know... do you know

how many bills you had last year, Ruben?

SENATOR AYALA: Yes, 27.

SENATOR CRAVEN: Well, that's not many. I think I had 35, if I recall

correctly, which is as many as I've ever had. Ralph, how about yourself?

SENATOR DILLS8: A little better than each of you...

SENATOR CRAVEN: The late Bill Bradley, who was a very dear man that I'd
known for years... but, the first year Bill Bradley was here, he kind of
came into the Assembly late - I mean, he was not a kid when he started -
was a fellow who was probably 63, 64 years old - he succeeded me, at one
time, in a job as a city manager, and so I knew him very, very well and he
was a very dear man - but the first year he was here, he introduced a
hundred bills in the Assembly... 100 bills... and he seemed to take great
pride in the fact that he had a hundred... and I told him, "Gee, next year,
don't introduce a hundred bills." So, the second year, he came back, and

he was all smiles when he came to visit me in the office and he said,
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"Well, you're going to be happy when I tell you that I didn't introduce the
hundred this year," and I said, "Gee, that's wonderful, Bill, how many do
you have?" And he said, "Sixty-five." So, he was making it in short

steps. Well, Maury... Sure, Ruben?

S8ENATOR AYALA: Can I pursue the gentleman's statements here on... you

mentioned 501, which is Senator Craven and Senator Presley's bill... I'm
sure that Mr. Dexter Goody will be testifying on that but, on that bill,
which creates the Mobilehome Park Resident Purchase Fund with revenue
bonds, and then it goes on in the digest and says that it is required that
the money be used for loans made pursuant to low interest loan provisions
related to the Mobilehome Park Purchase Fund to nonprofit corporations,
stock cooperative corporations, or other entities created by owners of the
mobilehomes... But, then, if you go on to page 4, as was brought to my
attention this morning, page 4, at the bottom of the page, starting with
line 39, it says that no nonprofit corporation, stock cooperative
corporation, or other entity formed for the purpose of acquiring a
mobilehome park shall receive more than one loan from the fund. Now, these
folks are involved, I understand, in creating new mobilehome parks, so they
can only get one loan and then they're through. They can no longer use...

or is that per site... I mean..

JOHN TENNYSON: ...Per park...

SENATOR AYALA: Well, that is not well defined, is it? With the way it
reads now, it reads that acquiring a mobilehome park shall receive no more

than one loan from the fund. Shouldn't it say per park, or per location,
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or per whatever?

JOHN TE ON: Senator, I think the intent of the legislation is to assure
that the park, once it is converted from a rental park to a resident
ownership park, doesn't become eligible for subsequent loans in subsequent
years, which would deny other parks. But I don't think the intent is to
deny individuals within that park individual loans as well as a blanket
loan, as was described by the HCD Representative. We could clarify that

point though... well taken.

SENATOR AYALA: When you have a nonprofit corporation, who is in the
business of creating new parks, you're going to be able to define that
further to say that it applies to location... no more than one loan per

location...

JOHN TENNYS8ON: The nonprofit corporation is usually the organization or
corporation that owns and operates the park, and they would receive the

loan.

SENATOR AYALA: What if they are involved in purchasing other parcels of
land for that purpose and holding them to develop into parks? Can't they

get a loan for these other parks as well?

JOHN TENNYSON: Under current law, I don't believe they can. I don't know
of any organization that does that at this time, but we may find that there

will be in future years.
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SENATOR AYALA: Because there should be one coming up here pretty soon that

does that and, if you only allow them to use one loan, then they're out of
business, because, you know, they can't purchase any other things. They'll

be coming and testifying here and they'll give more on that.

SENATOR CRAVEN: Well, I'll tell you, Senator Ayala, I think that we'll
call upon John Tennyson and his Juris Doctorate to give us some better
language and to clarify that for you... and for all of us. Maury is that

it?

MAURICE PRIEST: I was just going to introduce our Representatives from

GSMOL. Two of our Representatives, who I'd ask to come forward at this
time: Inga Swaggert, who's a Vice-President with GSMOL and she's the
Vice-President for Resident Owned Parks, representing those of our members
who have been able to collectively purchase their parks; and following Inga

will be Paul Henning, our Vice-President for Northern California.

SENATOR CRAVEN: Very good. Nice to have you both here. Good to see you

again. You're looking very well.

INGA SWAGGERT: Good morning, Senators. Thank you for this opportunity and
I bring greetings from Mr. Hennessy. He was going to be here and I'm his
substitute.

SENATOR CRAVEN: Fine. He chose well.

INGA SWAGGERT: Thank you. We all know that funding is the biggest
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obstacle to mobilehome park purchases or we wouldn't be here. To continue
with the comments that Maury was making on the conventional lending
institutions, just a few days ago, at the National Foundation for
Mobilehome Owners annual convention in Las Vegas, I talked to two lenders.
They are not totally pulling away from financing. The point that Maury
raised about the security is what bothers them. They need that security of
a deed of trust, which they can then control if they have to foreclose.
Therefore, currently, they will consider the condo method and planned unit
development, PUDs, for financing. The other source of financing I've found
to be viable is the seller financing or taking over the park owner's loan.
After all, by carrying the paper, the seller assures himself of a steady
income stream on his own secured property. I don't know how much more
secure that could be... and he now gets the income without all the
headaches. He's made park owners out of the residents and the residents
have the headaches, which, in most conversions, are left behind by the
owner because of the deferred maintenance factor. Then, of course, we have
the public entity for financing, which we all know - the cities, the
counties, the state, the federal - they all have financial subsidy programs
for residents who have varying financial needs, and, of course, in
California, HCD is the lead agency. And, being aware of the eminent
depletion of our fund in California, and also the inadequacy of the
actuarial $5 per section assessment previously imposed on our mobilehome
owners to create the fund, we in GSMOL met with HCD back in January of
1991. The purpose of the meeting was discuss the usage of the assessment
and the evaluation, and the success and the effectiveness of the program.
Similar to some of the questions that John was asking, GSMOL wanted to be

prepared with recommendations for this hearing such as you're holding
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today. We received the written reply in February - partial answers that
could not be accurately computed. We realized that HCD was, at that time,
in transition and that our concerns were not top priority items and we
patiently waited for another opportunity to obtain additional information
to offer proper suggestions for adjustments to the program in the form of
legislation or administrative regulation if necessary. I attached to this
testimony, of which I will give you a copy, exhibits a, b, and c. They are
the MPAP reports for the year '86, '87, '88, '89, and '90 and they are the
excerpts on just this particular program but that bulletin covers all the
loan and grant annual reports and I find the reports for those years, which

is the only ones that I could find in publications, to be inadequate.

The following recommendations, however, we are making for additional
funding for this program. (1) Please do not increase the $5 per section on
the homeowner. Maury elaborated on that, and we concur with him on that.
(2) Another suggestion for utilizing the fund and, maybe, in a more
beneficial fashion in that you would be able to determine the viability of
an acquisition, would be to put up front the conversion cost loan and cap
that loan at, for an example, $20,000 - and I use that figure because the
State of Oregon has adjusted their program to accommodate that - and this
$20,000 is to be used for the start-up costs to establish the feasibility
of the acquisition by the residents before the State puts any additional
money into it. (3) Then the other funding sources, which are the local
sources - the CDBG, the redevelopment funds, and the local bonding programs
= I think should be utilized before State funds come to the rescue. There
is to be explored - and I thought HCD was doing this - the National

Affordable Housing Act, which is a federal program, and how much of
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mobilehomes are included in that program, I haven't been able to ascertain.
I've been told the HOPE Project, which is part of it that we were in, but
the rules and regs have not been finished on that and I was told to contact
my Congressman when the rules and regs are finished. We agree as a body,
as Maury said, with SB-501. However, I would suggest that that revenue
bond be restricted to the actual purchase assistance and that the
assessment and any other repayments of previous loans be used for the
start-up, $20,000 or less. I would also... I think there's been some talk
previously to increase that bonding to $50,000. Now, if you analyze the
program and find that viable, maybe that would be a way to go - shoot for

the top and maybe come down.

JOHN TENNYSON: You mean $50 million?

INGE S8WAGGERT: VYeah. Sorry, John. You've got the figures. Then, also,
with of the conversions that have been "taken back" because of things that.
were not properly done by the consultants or by those homeowners that chose
to be their own consultants or attorneys who knew nothing about actual real
estate transactions, we would suggest that, if purchase funds are given
under the revenue system, that prior to release of the funds, the following
steps be completed in the interest of consumer protection. The hazardous
waste survey be completed; the low and moderate income survey be completed;
a preliminary title report be completed; a certificate from a financial
institution certifying the financial viability of that particular
acquisition by the residents; and, lastly, a HCD inspection, certifying to
the condition of the mobilehome park. Maury touched on AB-732 and we've

calculated roughly $8 million could be raised by the transfer fee that we
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have suggested. There is also the nonprofit 501 C-3 bond financing
program. I have attached a sample of what happens, good and bad, in those
cases, to my material, and that very sample will demonstrate that it's a
park that used 501 C-3 bonds, and that State inspectors are now contemplat-

ing closing unless they repair everything that needs repairing in there.

Then, I have a question, more so than a statement. Prop 77, Prop 84, and
Prop 107, John, was to be for low-income and homeless housing, as I
understood it - that was Roberti's bond issues. Was there anything in the

total of those bond issues that we could tap into with this program?

JOHN TENNYSON: No, not that I'm aware of - nothing considered good for

mobilehones.

SENATOR CRAVEN: I don't think they envisioned mobilehomes... no.

INGE SWAGGERT: Well, it also seems to me that some of the loans that the
Department has made are very heavily leveraged as in Senator Presley's 604
- the cost and the total amount outstanding raised the loan to 100 percent
of security? I don't think there's any financial institution that would

lend up to 100 percent of their security.
JOHN TENNYSON: I think Chris Webb-Curtis, who's still in the room with us,
who represents the Program, could respond to that perhaps? I don't have

the answer to that. Is that a question to the Committee?

INGE SWAGGERT: Yes... or, whoever can answer it.
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SENATOR VEN: Well, we'll give Chris a chance.

CHRIS WEBB-CURTIS: Hi. We're talking about the bill proposed... the
proposed bill... yes. It proposes that the limit be raised to... the total
indebtedness - just a minute, I have to think about this because, believe
me, we went around the room several times with this - that the loan to
value ratio can go to 95 percent. That is to say that we can lend... we

may lend up to 95 percent of the value of the park.

JOHN T S8ON: That's the current law.

CHRIS WEBB-CURTIS: No, that's SB-604.

INGE SWAGGERT: No... SB-604 - it changes it to 100.

CHRIS WEBB-CURTIS: I'm sorry. Yes, you're right. There are two issues.
One is total indebtedness against the park and the other issue is security
- loan to value ratio. Yes, we may now lend up to 95 percent. We haven't
done that but we may in certain circumstances where there are not other
funds available to lend in the park. The other issue is the issue of total

indebtedness against the park. And, SB-604 allows total indebtedness in

the park to go up to 95 percent.

INGE SWAGGERT: 604 says a hundred.

CHRIS WEBB-CURTIS8: Is that correct?
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JOHN TENNYSON: Well, as I understand the issue...

CHRIS WEBB-CURTIS8: Yes, I'm sorry... I'm sorry, I'm wondering. Total
indebtedness against the park can go up to 100 percent - you are right,
Inge - and there can be indebtedness against the park in excess of 100
percent but we may not be... we have to be above the 100... below the 100
percent. Did you understand what I said? I know I'm being very cryptic

about it.

SENATOR CRAVEN: I understand what you're saying.

CHRIS WEBB-CURTIS8: So, the loans, including our loan, can be up to 100

percent of value.

SENATOR CRAVEN: Uh-huh... that's exclusive of the indebtedness against the

park.

CHRIS WEBB-CURTI8: Uh... you mean, beyond ours... yes.

INGE SWAGGERT: Includes all the indebtedness against the park...

JOHN TENNYSON: But I think her question was that she doesn't feel that's a

wise policy. Do you have a response to that?

CHRIS WEBB-CURTIS8: Well, the premise is that there are instances where

there aren't other funds available or, where there are other funds
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available, they're willing to take a position subordinate to ours and where
the park is feasible enough to be able to pull it off... uh, the

Department, in other programs also has allowed programs to lend...

JOHN TENNYSON: But the MPROP program is always in the driver's seat...

your first priority in terms of... Is that correct?

CHRIS WEBB-CURTIS: Yes... No, not necessarily. It depends on where.. what
other loans there are available. Generally we come behind a conventional
lender for example, and we would generally come in front of a local loan.
You know, if the county was to come in with a loan, we would be superior to

that loan.

JOHN TENNYSON: But not a private loan?

CHRIS WEBB-CURTIS: Not usually but sometimes. We have been in front of a

seller loan, for instance, or a loan from the residents themselves.

JOHN TENNYS8ON: Okay, thank you.

SENATOR CRAVEN: All right, very good. Are you finished, Inge?

INGE SWAGGERT: Yes... uh, the uh... I mentioned the heavy leveraging. I
think there's a lack of proper monitoring, especially in limited equity
housing co-ops and stock cooperatives. The proper reserve accounts are not
set up, the proper operating budgets, and some of those loans from the

State are 30-year long-term loans, which I think have been the main culprit
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in depleting our MPROP fund - a fund that was originally, when you
established it, to be a revolving fund. 1In other words, after a number of
years, you get pay-backs. I don't think... I think if you ran the figures,
I don't think the pay-backs equal, you know, what we've been putting out.
It's getting less and less each time because of the 30-year term loans. It
was to be revolving in order to assist as many mobilehome owners as needed
assistance since all the mobilehome owners in the state, when it was

established, were contributing to the program.

JOHN TENNYSON: Well, isn't that how it's working? That's our

understanding... that the payments that are coming back will go right back

into new loans...

INGE SWAGGERT: Yeah, but when you've got a long-term loan out there... let
me give you an example, John. In Auburn Hills, Culver City, 118 spaces,
closed December 27th, 1990, 109 participants, 2 not participating, 7 of the
homes were for sale. Original funding, the first lender was the Bank of
America State Bank, was the first for 10 years. The Redevelopment Agency
of Culver City is in second position and they will not be paid until B of A
is paid first. The MPROP loan of $805,000 will not be paid back until
Culver City or the Bank is paid. That's what the facts are that were given
to me or were told to me. Now, if it's not true, somebody else can bring
out their facts. Okay? That will conclude me for now and I'll hand you

the material.

SENATOR CRAVEN: Fine. Thank you, Inge, very much. I kept thinking about

the cats, and I think we were in Santa Barbara...
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INGE SWAGGERT: That's what I said, Santa Barbara...

SENATOR CRAVEN: Oh, well, I didn't hear you say that. I'm sorry. All

right, Paul. What is there left to say, Paul?

PAUL HENNING: Senator, we appreciate you having these hearings. They are
very necessary so that the residents can purchase their parks. You know,
sometimes we have off-the-wall ideas, and I have one of those off-the-wall

ideas, and we can kick it around and see what we can come up with.

SENATOR CRAVEN: That's all right. The Wright Brothers had an off-the-wall

thought, too, you know, so...

PAUL HENNING: Many of our homeowners, living in mobilehome parks today,
are persons that sold their residential homes at a marginal profit in the
1970's and early 1980's. Well, today, you know, homeowners are selling
their homes at monumental prices and purchasing mobilehomes in mobilehome
parks. These homeowners have a great capital gain on the sale of their
residential property. To help build up the state purchase fund for the
homeowners in mobilehome parks, these homeowners may have the option of
paying the state capital gain tax or to deposit it in the state park
purchase fund at 0 percent for a period of years to be determined by the
Legislature. By putting this capital gain tax in the park purchase fund,
it would exempt them from paying the tax at the end of the determined years
it was in the fund. And another suggestion to that would be that a

homeowner selling his home and moving into a mobilehome park, that the
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state collect the capital gain tax, and that 50 percent of that tax would

be diverted to the park purchase fund. That's what I propose, Sir.

SENATOR CRAVEN: Well, would the shelter, if you will, be available to

persons who sold and did not go into a mobilehome park?

PAUL HENNING: No.

SENATOR CRAVEN: Just those that chose to go into a mobilehome park?

PAUL HENNING: Yes, Sir.

SENATOR CRAVEN: Okay, very good. Have you got that, John? Because that's
a very innovative thought, Paul. I'm glad we have people with financial

backgrounds... Do you have anything further, Paul?

PAUL HENNING: Well, I just want to refer to SB-95, you know, it gives the
park owners some leeway on that state capital gain and that sort of gave me

the idea for this.

SENATOR CRAVEN: I see. Well, John, I think Paul has one bomb a day and he
just threw it. Very good. Thank you very much, Paul. Thank you, Inge,
nice to see you again, too. Dexter Goody, California Association of

Mobilehome Owners, and Dexter's from San Diego. Good afternoon.

DEXTER GOODY: Good afternoon, Senator Craven, members. I've heard a lot

from the GSMOL members, and I don't want to be repetitious any more than I
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have to. I'm here to address you because we feel that we do need bond
monies. It's your bill, it should go forward, with the exception of little
corrections like I've asked Senator Ayala to take care of this morning,
which he did, and other things so that it doesn't come out wrong for
mobilehome owners again. The thing of the redevelopment monies has been
addressed here a little bit this afternoon. Twenty percent set aside
redevelopment money is mandated for moderate to low-income housing, and we
are not seeing the use of that in the cities and counties toward any
mobilehomes, as far as buyer to purchase or towards rental assistance for
those people that are eating cat and dog food because they can't afford the
rents in these rental parks. Some cities and some counties have the very
minimum, and I would like somehow to see some kind of investigation into
that, because I know the State has mandated those monies, the 20 percent

state set aside.

SENATOR CRAVEN: Dexter, have you ever inquired of our county, relative to

their use of the redevelopment funds?

DEXTER GOODY: In San Diego? VYes, we have. We're in the middle of it now,
and it is not being used properly, and that's as much as I want to say
today, until we get into facts and figures. I don't want to put myself

into jeopardy or anybody else in jeopardy.

SENATOR CRAVEN: Fine. I don't think you've put yourself in jeopardy.

DEXTER GOODY: But the 20 percent set aside I have seen used for rental

assistance - Inge just referred to one that was used in Culver City - but
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you can count them on your hand, and they, again, the mobilehome issues
seem to be pushed aside when it comes to redevelopment and set aside

funds...

SENATOR CRAVEN: There never has seemed to me to be a relationship along
mobilehome lines when it comes to redevelopment. It always seems to be

other or more conventional housing.

DEXTER GOODY: Correct. They're building condos or apartments or
something, or building up their downtown sections or whatever, instead of
taking care of medium to low-income housing, which is mainly where the
mobilehome living is ending up in. And these are what we're trying to
protect, and the statements that I read in your report here, what was going
on in these communities - one of the statements was that the mobilehome
parks were a bad risk, which Maury and others have addressed here this
morning. But I'd like to refer to an article printed in February 7, 1991
in the newspaper, "The safest mortgage investments were mobilehome parks.
The survey showed no mobilehome park loans in California were tardy during
the fourth quarter." Well, to me, that just tells any investor that these
are good investments - mobilehome parks are a good investment. They're not
something any of them should be backing away from except maybe the
complication of what Maury was talking about. But, other than that, no.
Mobilehome parks are good investments. They're good investments to the
state, to the cities, to the counties, and to the private financier,
because we, the mobilehome owners, do pay our rents, whether we own the

park or it's a rental park. And, therefore, the income is guaranteed.
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That's number one - low and middle income homes are unavailable -
especially in California - and I have two more articles to quote on that
very quickly. I'm not going to take much of your time today. This is on
the park in Rialto - as Senator Ayala knows - he's been there, "Rialto
established a mobilehome park for low to moderate income seniors that could
serve as a model for communities throughout the county. Similar projects
could help not only seniors but newly marrieds who otherwise wouldn't be
able to afford a home. The Rialto park was built with public funds (as you
heard) and will be owned by the city. Rents will repay the cost of
construction and upkeep. Many cities have enacted ordinances to limit
mobilehome rent increases but this hasn't proven to be a panacea for those

on a low fixed income."

The other article is Jack Kemp on affordable housing on August 18, 1991.
"At every level of government, a stealth bureaucracy is choking off the
supply of affordable housing for low and middle income Americans and adding
an invisible premium to the cost of all housing." We all know that that's
going on. We have a solution right here in our midst and that's mobilehome
parks in the moderate and low-income housing problems in this state or any
state. Now, they should be preserved as affordable housing, and we are
supposed to be the most aggressive state but, yet, the state of Vermont,
way back on December 30th, came out with an article - "Instead, a nonprofit
agency of the Vermont State Housing Authority bought the park for $1
million from the owner in Montpelier, built in 1972. The Agency Housing
Foundation Inc. is also helping tenants to form a co-op to assume the
park's title and mortgage. Sandy Pines is the sixth mobilehome park built

this year in Vermont. The groups and the state have identified mobilehomes
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as an important source of affordable housing and have joined forces to
maintain and increase the stock for low and moderate income residents. The
state's policy is to keep our people in the homes they're in" - I'm
briefing that but you're welcome to copy those articles if you haven't seen
them. The bonding, the $5 for each section, as Maury was talking about_—
now, my understanding, Senator Craven or John, if that is only charged to
people that are on so-called vehicle tax, what about the people on property
tax? All the new homes going in are on personal property tax. 4Am I right
that these $5's are only charged to the ones that are on existing or the

older homes?
SENATOR CRAVEN: Vehicle license fee...

DEXTER GOODY: So, if the amount was raised there, you're raising it on
exactly the people that it shouldn't be raised on, which has been brought
up here today also. Because those people that are on tags are usually the
older residents and the older equipment and the ones that are on fixed
income, and the ones that need help not to be hit with more taxes on their
home. Now the county property taxes or the fee on the sale of a home, as
Maury was referring to and Inge was referring to - I will agree with that -
transfer fee - I believe we have Washington State people here in the
audience, and they have a transfer fee up there - and so these are things

that can be done besides your bill. Thank you very much for your time.

SENATOR CRAVEN: Thank you very much, Dexter, it was so nice of you to be
here. Would you like to take a break for five minutes? All right, let's

do that.
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SENATOR CRAVEN: Let's get back to business. Mr. Spellman is Spellman
Bonding Company, La Jolla, as is Mary Stansberry, and Mike Kiss is Summit
Partners of San Diego, and we're all very happy to have you here. Why

don't you begin.

BOB SPELLMAN: Thank you, your Honor. My name is Bob Spellman and, first,
I'd like to thank you very much for having this Committee hearing today,
and for inviting us to participate in the hearing. Spellman and Company is
a municipal bond firm that specializes... is a securities firm that
specializes in underwriting municipal bonds. We have been involved in the
underwriting of a number of municipal bond issues for local government to
acquire mobilehome parks, and I think that's why we have been invited here
today. The participation of those municipalities has provided, basically,
two things: one, their good name and their tax-exempt status permits these
transactions to get into the municipal bond market place; the second thing
that they have provided is some form of credit enhancement to the bond
issues, which have been sold to acquire the mobilehome parks. They have
used, in some cases, the city general fund, under lease arrangements, and,
in other cases, they have restricted their participation to the use of the
redevelopment agency's low and moderate income housing fund. The
transactions in which we have been involved have provided financing both
for the long-term ownership of these mobilehome parks by the city or
redevelopment agency, which issued the bonds, and, in other cases, have

provided for only an interim financing vehicle, in order that residents can
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acquire their mobilehome spaces, after the 'condominiumization' of their
mobile... subdivision of their mobilehome park. We are following with
interest the bill that you have introduced and, obviously, support it very
much. I think it would be a bo