
n

C I T Y O F

HAYWRRD
HEART O F THE 8 A V

DATE June 2 2009

TO Mayor and City Council

FROM City Manager

O

SUBJECT Resolution to Oppose AB 761 Calderon Regarding the Override ofLocal Rent
Control Ordinances in Mobile Home Parks

RECOMMENDATION

That Council adopts the attachedResolution opposing the passage ofAB 761 Calderon

BACKGROUND

There are approximately4822 mobilehome parks and manufactured housing communities in

California with an estimated 700000 residents living in these parks In the majority ofparks
mobilehome residents own their homes but rent the spaces on which their homes are installed

There are nine 9 mobilehome parks in the City ofHayward with approximately2500
padsspaces

Mobilehome is something ofamisnomer in that once installed in a park it is very rare for a

mobilehome to be moved This is due to both the difficulty and cost involved and also because
the supply ofmobilehome spaces is very limited vacancies are rare and most park owners do

not allow the installation ofolder mobilehomes in their parks

Birkenfeld v Berkeley 1976 17 Cal 3d 129 provides that cities and counties have within their

police power the authority to enact rent control laws so long as property owners are assured a fair

rate ofreturn Under existing law local governmental entities are free to enact rent control laws

regarding mobilehome parks Mobilehome park rent control is not subject to the states Costa
Hawkins Act which restricts permissible rent control ordinances for other types ofresidential

real property such as apartments However the Mobilehome Residency Law MRL does limit
the application ofrent control in certain cases Under existing law rental agreements of twelve
months or longer are exempt from local rent control Additionally if amobilehome is not the
homeowners principal residence and is not being rented to another party then it is exempt from
rent control The MRL also exempts from local rent control any mobilehome space constructed

after January 1 1990

Over 100 jurisdictions in California have some form of local rent control ordinance limiting the

amount ofrent or establishing amaximum amount ofrent that the management of a mobilehome

park may charge a tenant Under rent control the space rent is set upon a change in tenancy



through vacancy control vacancy decontrol or partial vacancy decontrol Most California

jurisdictions with mobilehome rent control use either vacancy control or partial vacancy
decontrol to regulate the initial rental rate only about 20allow for full vacancy decontrol All

rent control ordinances allow the owner to seek rent increases through an administrative process
if the owner does not feel that sheis getting a fair rate of return They commonly also provide
for automatic annual rent increases tied to the Consumer Price Index or some other index

DISCUSSION

This bill was introduced by Assemblymember Calderon of Southern California 58hAssembly
District at the urging ofmobilehome park owners particularly through the Western Manufactured

Housing Communities Association It is opposed by among others the Golden State Manufactured

Homes Association the Western Center on Law and Poverty the League of California Cities and

Bay Federal Credit Union

According to Assemblymember Calderon the purpose of the bill is to counteract severe and

inconsistent local rent control regulations and the significant negative impact they have had on

the investment in mobilehome parks including the resulting reduction in the quantity and quality
ofparks AB 761 prohibits vacancy control as ameans for regulating rents upon changes in

tenancy in mobilehome parks Instead the bill requires a form of partial vacancy decontrol under

which park owners can set the initial rental rate for a space upon anew tenancy at up to twice the

lastcharged rent

It provides that upon the sale assignment transfer or termination of an interest in amobilehome or

amobilehome tenancy in amobilehome park the management ofthe park may offer anew rental

agreement containing an initial rent in excess ofthe maximum rent established by an Ordinance
rule regulation or initiative adopted by a local government which would increase over the next

five5 years up to 100 ofthe lastcharged rent At up to 20ofthe prior rate in 2010 up to

40in 2011 up to 60in 2012 up to 80in 2013 and up to 100 in 2014 and beyond
Increases greater than 100 would be allowed if authorized by the local rent control ordinance
It further specifies that after the initial rental rate is set rent shall be subject to the local rent control

ordinance rnle regulation or initiative measure if one exists

The bill would except certain mobilehome parks from its provisions including those that have

common facilities that have been cited as health and safety risks that remain unabated for six6
months or longer The bill would provide that after an increase in initial rent the rent should be

governed by the local measure The bill would specify that it does not apply to rental rate

adjustments provided under a local rent control ordinance that are in excess of what the bills

provisions would permit

Those in opposition to the bill make the following arguments

The landlordtenant relationship in amobilehome park is very different than in an

apartment situation Mobilehome owners are a captive audience in that their home is

fixed to the space and cannot reasonably be moved Whereas an apartment tenant has a
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choice of all other similar apartments on the market amobilehome owner effectively
has one choice ofspacethe one the home is already on Absent regulation this gives the

park owner extraordinary bargaining power over residents

AB 761 ignores the complexities ofproperty rights within mobilehome parks
Mobilehome homeowners have certain propertyrightstheownership interest in their

home the right to keep the home in place and the rights in his or her leasehold interests

while the park owner retains the right ofreversion in the park space The value of the

homeowners property rights which they have paid for are lost ifstateimposed vacancy
decontrol forces ahomeowner to sell at a fraction ofwhat they paid The consequences
forhomeowners are the loss of essentially mostall of their equity in what is most likely
their greatest single asset

AB 761 will devastate the financial industrys mobilehome mortgage portfolios very

likely making it impossible to continue to offer affordable mobilehome mortgages in

California AB 761 will have adevastating impact to affordable housing and financing in

California creating a deeper economic crisis for the state

AB 761 unreasonably interferes with locally adopted solutions and sets aside local

regulations that have been developed over decades to address issues within the

community and balance the affordability ofpad rentals with the overall profitability of

the park itself It is an unnecessary and unwelcome of interference with local control

FISCAL IMPACT

There is likely little or no fiscal impact on the city organization However the fiscal impact on

mobilehome owners could be quitenegative and the fiscal impact on park owners beneficial

Similarly the city could see the affordable housing inventory depleted in away that is not

replaceable Property Taxes and Real Property Transfer Taxes may show a small increase reflecting
the potential increase in the value ofmobilehomeparks to the owners or developers and the

identified turn over in ownership that might occur

City Manager

Draft Resolution

Vacancy control Rent increases are generally prohibited when a mobilehome is sold and a new tenant

occupies the space

Vacancy decontrol The park owner can set the rental rate upon a new tenancy without limit The new

rental rate is then controlled by the local rent control ordinance going forward

Partial vacancy decontrol Allows for some rent increase upon turnover but limiting the increase to a

specified amount usually a certain percentage of the current rent
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HAYWARD CITY COUNCIL

RESOLUTION NO 09

Introduced by Council Member

RESOLUTION IN OPPOSITION TO ASSEMBLY BILL 761

WHEREAS there are approximately4822 mobilehome parks and manufactured

housing communities in California with an estimated 700000 residents and

WHEREAS the City of Hayward has nine 9 mobilehome parks with

approximately2500 spaces and

WHEREAS Birkenfeld v Berkeley 1976 17 Ca13d 129 provides that cities and
counties have within their police power the authority to enact rent control laws so long as

property owners are assured a fair rate of return and

WHEREAS under existing law local government entities are free to enact rent

control laws and currently exempt rental agreements oftwelve months or longer from rent

control and

WHEREAS AB 761 has been introduced to override local rent control

ordinances and allow mobile home park owners to raise the rent to buyers of aninplace
manufactured home at the time ofsale and prohibits vacancy control as a means for regulating
rents upon changes in tenancy in mobilehome parks and

WHEREAS AB 761 requires a form of partial vacancy decontrol under which

park owners can set the initial rental rate for a space upon a new tenancy at up to twice the last

chargedrent and provides that upon the sale assignment transfer or termination ofan interest in

a mobilehome or mobilehome tenancy in a mobilehome park the management ofthe park may
offer a new rental agreement containing an initial rent in excess of the maximum rent established

by an Ordinance rule regulation or initiative adopted by a local government which could
increase over the next five 5 years up to 100 ofthe last charged and

WHEREAS the bill would provide that only after an increase in initial rent would

the rent be governed by the local measure

NOW THEREFORE BE IT RESOLVED that the City Council of the City of

Hayward hereby opposes the passage ofAB 761 Calderon



IN COUNCIL HAYWARD CALIFORNIA 2009

ADOPTED BY THE FOLLOWING VOTE

AYES COUNCIL MEMBERS

MAYOR

NOES COUNCIL MEMBERS

ABSTAIN COUNCIL MEMBERS

ABSENT COUNCIL MEMBERS

ATTEST

City Clerk of the City of Hayward

APPROVED AS TO FORM

City Attorney of the City of Hayward


