Dan Rudderow is the

principal of Rudderow
Law Group. He has
more than 23 years of
experience in manufac-
tured housing, business
and real estate law. His
practice includes litiga-
tion, transactional work
and assisting community
owners with day-to-day
operations. Mr. Rud-
derow may be reached
at Dan@rudderowlaw.
com or by phone at

949.565.1344.

UEGAISIINES

Danicl T, Ruclcerow

What Legal Challenges

Like any business, a manufactured
housing community has principally
three interests: (1) enhancing rev-
enue, (2) maintaining productive
on-going management operations,
and (3) avoiding liabilities. Today’s
political climate has resulted in
new laws being enacted that make
it a challenge (to say the least) to
achieve these core interests. Legis-
lators meanwhile are contemplating
the passage of other new laws which
will further the challenge. Here is
merely a sample of the new laws
(enacted and contemplated) that
will no doubt affect the bottom line.

Enhancing Revenue in the Face of
Rent Control

For many years, the manufactured
housing industry in California had
relied heavily on the various provi-
sions of its Mobilehome Residency
Law (MRL) that made parks exempt
from local (state or county) rent
control. For example, until recently,
Civil Code 798.17 of the MRL per-
mitted communities to be exempt
from rent control if they signed their
residents up on “long-term leases”
In 2021, however, this exemption
was changed. It now only exists with
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respect to leases signed prior to
February 13, 2020, and, even then,
the exemption ends in 2025. The
exemption no longer exists for new
leases.

There are two other exemptions un-
der the MRL, commonly referred to
as the non-principal residence (va-
cation homes) exemption and the
“new construction” exemption. The
new construction exemption, how-
ever, now stands to be repealed by
the SB 940 bill now working its way
through the California legislature.

The bad news does not stop there.
While the California Legislature
has removed an important exemp-
tion, and stands perhaps to remove
another one, California for the first
time has enacted state-wide rent
control for manufactured housing
communities. Civil Code 798.30.5
imposes a 3% — 5% cap on rent in-
creases in parks subject to the juris-
diction of two incorporated cities.
This author is aware of at least two
federal court challenges to this new
rent control law, but, for now, the
law stands until a court declares it

invalid.




In addition to Civil Code 798.30.5,
California also adopted Civil Code
1947.12 which now limits rent in-
creases on park-owned homes to
5% plus the change in the consum-
er price index, or 10%, whichever
is less. Given the new rent control
laws, coupled with the repeal of
many exemptions, the manufac-
tured housing community is in
search of new options, a new game
plan. Some have sought to achieve
memorandums of understanding
or other agreements between stake-
holders as an alternative to rent con-
trol as was recently accomplished in
Sunnyvale, California.

Alternatively, some in the industry
have elected to fight rent control
head on, as witnessed by WMA's
lawsuit against the City of Santa
Rosa, and the park owner’s lawsuit
against the City of Santa Ana.
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Finally, others are working within
the system, seeking discretionary
rent increases from city and county
hearing officers in an effort to obtain
rent increases that permit the reali-
zation of a fair rate of return.

Keeping Management Operations
Going

There are numerous legal challeng-
es to maintaining efficient day-to-
day park operations. Too many
to list here. But some of the most
significant would include newly
amended Civil Code 798.23 that
prohibits park owners from renting
park-owned homes if the park pro-
hibits tenants from subleasing their
homes. In addition, currently being
considered by the California legis-
lature is SB 869 that would require
park managers to undergo 18 hours
of training provided by the Depart-
ment of Housing and Community
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Development. Park owners should
also keep an eye on AB 2031 which
would expand the number of topics
residents may request a manage-
ment meeting on.

Liabilities Facing Business Owners

Manufactured housing communi-
ties are heavily regulated in Cali-
fornia. The MRL has detailed pro-
visions, for instance, governing how
an application for tenancy is to be
approved, what specific terms must
be included in every rental agree-
ment, and then finally the MRL sets
forth numerous specific grounds
and procedures for terminating a
tenancy. There are numerous other
topics covered by the MRL as well.
A manager who violates any one of
these laws may be subject to a civil
penalty of $2,000 per violation, or
worse the park may be sued by res-
idents in a failure-to-maintain law-
suit.
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Pooling Your Resources to Succeed

Given the legal challenges that affect
revenue, operations, and liabilities,
it is more important than ever to
network and pool one’s resources
and talent. Attacking rent control,
for instance, involves not only se-
lecting zealous lawyers to advocate
for an owner’s economic interests,
but also selecting the right econom-
ic consultants and experts who can
articulate clearly and persuasively
what it will take to afford an owner
a fair return.

Maintaining operational issues re-
quires competent and skilled park
managers, something not easy to
achieve in this tight labor market. It
is for this reason park communities
are relying more than ever on the
expertise of professional manage-
ment companies. This is the WMA

Reporter’s  membership  issue.
Whether you are already a mem-
ber or contemplating becoming a
member, it is important to remem-
ber that WMA’s value as a resource
is the number of other resources
and professionals that are part of its
organization. WMA’s membership
includes accountants, attorneys,
appraisers, property managers, Civ-
il engineers, utility companies, real
estate brokers, insurance brokers,
solar energy providers, bankers, and
retired governmental officials just to
name a few.

So, my takeaway message is this:
There are numerous legal challenges
facing our industry, but community
owners should know there are also
numerous resources that are avail-
able so those challenges may be met.
You are not alone in the battle. =

No resource, no interaction, no
time goes to waste, Boudreau
Utility Services treats your MHP
like our very own place.
Call us today,
get your upgrades on the way!

SERVICES
BTM Work « Water, Sewer,
Gas & Electric Repair and
Replacement » Storm
Drains ¢ Park Expansions
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REAL ESTATE

CALL US!

ANTHONY WINDLE REALTY

MANUFACTURED HOME PARKS

MARKET ANALYSIS

SALES AND ACQUISITIONS
CONSULTATION

OVER 40 YEARS COMBINED EXPERIENCE

FULL SERVICE BROKERAGE
YOUR NEEDS FIRST

BASED IN SOUTHERN
CALIFORNIA

WE'RE PARK OWNERS, TOO

ANTHONYWINDLEREALTY@YAHOO.COM

(888) 631-0133

1116 N. 2ND STREET
EL CAJON, CA 92021

ANTHONYWINDLEREALTY.COM
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