Agenda Item #4

"CITY OF ENCINITAS

CITY COUNCIL
AGENDA REPORT
Meeting Date: October 28, 2009

TO: Mayor and City Council
VIA: Phil Cotton, City Manager ¢ &

FROM:  Patrick Murphy, Planning & Building Director
Diane Langager, Principal Planner
Ron Barefield, Housing Administrator
Mike Strong, Associate Planner

SUBJECT: - Consideration of a Mobilchome Park Conversion Ordinance

BACKGROUND: Over the past two years, the City Council has been reviewing the status of
the City’s eleven mobilehome parks and their capacity to contintue to serve as a source of
relatively affordable housing. The City conducted a mobilehome park study and during the
course of the study public comments were provided to City Council regarding concerns of the
conversion of the Sands Mobilehome Park located at 1624 N Coast Highway 101. Some
mobilehome park residents have expressed an opinion that the City should adopt a mobilehome
park conversion ordinance to conserve the existing stock that provides relatively affordable
housing and provide protection for existing mobilehome park residents.

As a result of comments received at public workshops and'hearings held by the City, the City
Council subsequently established six stratégies to further evaluate alternatives and approaches
available to encourage the preservation of mobilehome parks and its mobilehomes. Up to-this
point, five strategies and approaches have been considered by City Council. The final strategy is
to consider establishing a process for conversions of mobilehome parks that ensures that the
mobilehome park is converted in a manner that implements the intent of State law and is
consistent with the health, safety and general welfare standards of the City.

A mobilehome park can be closed for redevelopment for-a new use or can be subdivided. If
mobilehome parks are converted into subdivided lots (i:e., cooperative, condominium or planned
development), mobilehome owners may incur rent increases or conversion costs that are
unaffordable and cause economic displacement, especially for lower-income residents.

Historically, when mobilehome parks have converted to resident ownership, the residents have
mitiated the process and enlisted the help of a firm that specializes in assisting residents or a
nonprofit organization which purchases the mobilehome park. In a resident association
conversion, the lots are sold individually to residents through a: condominium map process, or
through a cooperative approach which are individually leased to the existing residents by the
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resident association. A nonprofit organization typically purchases the entire park and leases
exclusive rights for spaces to-individual owners. In either approach, lower-income residents may
purchase or lease lots at an affordable rate.

A resident initiated park purchase provides greater control over the management and regulations

- of the park use. Resident ownership also brings stability and security from the threat of a future
mobilehome park space rents, sale, or closure. However, over the past few years, a growing
number of mobilehome park owners, rather than mobilehome park residents, have pursued
conversions and converted their parks to “resident owned condominiums” throughout the State.

The Subdivision Map Act governs the division of real property into parcels or condominiums
and requires the filing of a tentative map for'review and approval by a local agency, which may
in its discretion impose conditions on the conversion. However, mobilehome park conversions
to resident ownership or park closures are generally governed and subject to State law regarding
the mitigation of the impacts. Some mobilehome park residents have asserted that recent
changes to State law allow mobilehome park owners to circumvent local rent stabilization,
gentrify affordable housing, and economically evict lower-income houscholds, many of whom
can’t afford the purchase prices for their spaces.

While State law establishes parameters for the conversion of mobilehome parks, the scope may
not be considered comprehensive and some level of local regulation could be considered. For
example, complementary local regulations or guidelines may be appropriate to specify the
procedures for processing and considering conversion applications in compliance with State law.
An example is that State law just identifies “reasonable relocation costs” but does not provide the
methodology to determine the actual cost.

Currently, the City of Encinitas zoning regulations do not set forth any procedure that
specifically governs the subdivision of a mobilehome park. This report provides information on
issues related to mobilehome park conversions and identifies consideration opportunities that
provide regulatory safeguards, which may complement and supplement the requirements of State
law, and may protect mobilehome park residents from the adverse effects of mobilehome park
conversions.

ANALYSIS: Contrary to their name, mobilehome units generally are not mobile. Once installed
in a park, they are rarely ever moved. Based on the results of a City-initiated mobilehome park
residential survey (presented to the City Council on February 20, 2008), many mobilehome
owners are long-time park residents, often seniors and/or low incomes (or fixed incomes with
minimal cost of living adjustments). Mobilehome park residents usually own their mobilehome
and pay rent for the space that their home is located.

A subdivision can take several forms, including cooperatives, condominiums, or a planned
development. Unlike common tentative map applications, under the Subdivision Map Act local
governments have a very limited scope of authority to review and regulate mobilehome park
conversions. The State Government Code establishes the basic requirements for the conversion
of mobilehome parks to resident ownership (Sections 66427.4 and 66427.5) or its
closure/conversion to another use (Section 65863.7 and 65863.8), which is more fully described
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in Attachment “A”. The objectives of these provisions are to provide reasonable safeguards to
residents since mobilehome parks are often an important source of affordable housing in
communities. Under State law, the applicant seeking the subdivision of a mobilehome park to
resident ownership is required to:

* Obtain City approval on the conversion and approval of a map;

e Submit a report on the impact of the conversion;

e Offer existing tenants an option to buy the lot on which their mobilehome is located;

e Survey each tenant to assess residential support; and

* Limit the amount of rent increases to tenants not purchasing their unit to avoid their
displacement. '

In addition, the developer must still apply for and obtain a Public Report from the State
Department of Real Estate under the California Subdivided Lands Act. Under these provisions,
the period for each tenant’s right to purchase begins with the issuance of the final Public Report.
Attachment “B” provides more background information on State law relative to mobilehome
park conversions.

In order to protect mobilehome park residents from the adverse effects of park conversions,
moratoriums on conversions and/or ordinances governing conversions have recently been
adopted by a number of municipal and county agencies. However, the majority of jurisdictions
have no provisions, regulations, or guidelines. Attachment “C” contains a listing of some of the
regulatory approaches used by various agencies throughout the State. Provisions of these
ordinances vary by jurisdiction; and some establish both procedural and substantive requirements
for applications to close or convert existing mobilchome parks. In order to ensure that the
process 1s fair and provides opportunities for all parties, some cities have strengthened the
regulations governing the conversion process and/or relocation benefits. Attachment “D”
contains a listing of cities throughout San Diego County that have enacted local ordinances
regulating mobilehome park conversions.

Recently Proposed Changes to State Law

Given the on-going and highly contested nature of economic and ownership. rights in
mobilehome parks and mobilehome residency, additional code amendments have been proposed
and debated at the state level. On October 14, 2007, the Governor vetoed a bill (AB1542, Evans)
that would have expanded the scope of the hearing process to provide broad discretion to subject
mobilehome park conversions to the same type of review and conditioning as other tentative map
applications. Even though AB1542 was an unsuccessful legislative attempt by resident groups,
the Legislature is still attempting to respond to this issue.

For example, AB566 (Nava), introduced in February 2009, requires the survey to demonstrate
that a majority of the park residents support the proposed mobilehome park conversion to
resident ownership in order for the conversion to proceed. AB566 was forwarded to the
Governor for signature but was vetoed on October 11, 2009. The Governor noted the following
in not signing the bill ... “while the intent of this bill is to preserve low-income housing, the fact
that a majority of mobilehome park residents do not support a conversion is not an appropriate
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means for determining the legitimacy of a conversion. The law is not intended to allow park
residents to block a request to subdivide”.

Mitigating the Impacts of Conversion :

Government Code Section 66427.5 can be implemented in a number of ways. For example,
while the statute mandates the filing of a report on the impact of the conversion on residents, it is
silent on what information must be contained in the report. Furthermore, Section 66427.5
requires that a survey of support must be conducted, but it doesn’t make clear that residents be
given information or disclosures before filling out the survey or provide clarification to survey
content. A local regulation could potentially ensure that all residents would have sufficient
information to carefully consider their options and the survey is administered in a manner that is
consistent with State law.

When a mobilehome in an existing mobilehome park is sold, it is sold in place and is rarely
moved from its existing location. Furthermore, there is a lack of mobilehome parks in the region
with space available to receive a relocated mobilehome, particularly if it’s more than a few years
old. Therefore, the cost of moving a mobilchome into another park can be substantial cost,
prohibitive, or not feasible.

As noted, local agencies are limited to significant health and safety conditions in reviewing
applications for mobilehome park conversions to residential ownership; however, agencies do
have the authority to review and consider the impact report and respond to its adequacy to
mitigate any adverse impact of conversions to other uses. Sections 66427.4 and 65863.7 of the
Government Code establish a minimum standard for local regulation of conversions of
mobilehome parks into other uses and shall not prevent a local agency from enacting more
stringent measures. If the local agency determines that the impact report is inadequate per
Section 66427.5, it may impose conditions that will adequately mitigate the adverse impacts to
displaced mobilehome park residents to find adequate space in a mobilehome park.

Should City Council choose to amend the City’s current permitting regulations to address the
minimum standard for reasonable costs of relocation, several policy questions will need to be
considered throughout the process. Items that have been considered and/or addressed by other
California cities’ are identified in Exhibit “D”. The methodology to determine the requisite
mitigation of adverse impacts of park conversions/closure will need to be consistent with the
Subdivision Map Act and State’s Mobilehome Residency Law.

Physical Operation and Condition

The State legislature, in its enactment and subsequent amendments to the Mobilehome Parks Act
and Special Occupancy Parks Act, has established preemptive authority with regard to regulation
of the physical construction and status of mobilehome parks (whether they are privately owned,
resident owned, or in the process of conversion). The State Department of Housing and
Community Development (HCD) published an information bulletin in April 21, 2008
(Attachment “E”) which provides clarification that local governments are preempted from
regulating the physical structures or operation of parks during the process of conversion. For
example, local ordinances which impose inspection, lot standards, or infrastructure requirements
within a mobilehome park at the time of home installation, conversion, or sale generally conflicts
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with preemptive State law and regulations. HCD regulations govern both-park construction and
manufactured home installation standards and procedures. Accordingly, the only valid authority
for imposing and enforcing these requirements is HCD (or local enforcement agencies that have
assumed jurisdiction to enforce the Mobilehome Parks Act).

Stakeholder Meeting
On August 12, 2009, staff met with interested mobilehome residents and mobilehome park
owners to provide information contained in this report and solicit feedback.

Mobilehome residents were most concerned with non-local mobilehome park owners,
mnfrastructure improvements, rent increases during the conversion process, and perceived lack of
displacement protections. Mobilchome park owners noted that residents have general protection
under Mobilehome Residency Law, State conversion protections (e.g., rent control for lower-
income residents) and that State law allows for mobilehome park conversions. Both mobilehome
residents and mobilehome park owners suggested that the City provide more affordable housing
and not rely on mobilehome parks to provide a significant portion of the affordable housing in
the City.

FISCAL _AND STAFF IMPACTS: No staff or fiscal impacts are associated with this report
preparation and recommendation. Any further staff and fiscal impacts will be determined based
on City Council direction.

ALTERNATIVE ACTIONS: Alternatives that the City Council may consider:

1. Direct staff to further investigate and prepare specific recommendations regarding the
creation or amendment to City ordinances, policies and regulations regarding
mobilehome park conversions that balance the property rights of mobilehome park
owners and unique tenancy of mobilehome owners consistent with State law.

2. Direct staff to monitor proposed State legislation that amends State law to clarify the
conversion/closure process, or balances the property rights of mobilehome park owners
and residents to ensure that the conversion statues of the State are implemented for their
intended purposes.

RECOMMENDATION: Consider report and provide direction to staff.

ATTACHMENTS: .

A —  Section 66427 et seq. and Section 65863 et seq. of the Government Code

B— Background information on State law relative to mobilehome park conversions

C - Mobilehome Park Closure Ordinance Matrix for California Cities

D - Mobilehome Park Closure Ordinance Matrix for San Diego County Cities

E - Potential policy items related to processing conversion applications and relocation cost
benefits '

F—  HCD information bulletin, April 21, 2008
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Attachment A

Section 66427 et seq. and Section 65863 et seq. of the
: Government Code

Last printed 10/19/2009 4:25:00 PM

78




66427.4. (a) At the time of filing a tentative or parcel map for a
subdivision to be created from the conversion of a mobilehome park to
another use, the subdivider shall also file a report on the impact

of the conversion upon the ‘displaced residents of the mobilehome park
to be converted. In determining the impact of the conver31on on
displaced mobilehome park residents, .the report shall address the
availability of adequate replacement space in mobilehome parks.

(b} The subdivider shall make a copy of the report available to
each resident of the mobilehome park at least 15 days prior to the
hearing on the map by the advisory agency or, -if there is no advisory
agency, by the legislative body.

(¢) The legislative body, or an advisory agency which is )
authorized by local ordinance to approve, conditionally approve, or
disapprove the map, may require the subdivider to take steps to
mitigate any adverse impact of the conversion on the ability of
displaced mobilehome park residents to find adequate space in a
mobilehome park. .

(d) This section establishes a minimum standard for leocal
regulation of conversions of mobilehome parks into other uses and
shall not prevent a local agency from enacting more stringent
measures. )

(e) This section shall not be applicable to a subdivision which is
created from the conversion of a rental mobilehome park to resident
ownership. .

66427.5. At the time of filing a tentative or parcel map for a

subdivision to be created from the conversion of a rental mobilehome
park to resident ownership, the subdivider shall avoid the economic
displacement of all nonpurchasing residents in the following manner:

(a). The subdivider shall offer each existing tenant an option to
either purchase his or her condomlnlum or subdivided unit, which is
to be created by the conversion of the park to resident ownership, or
to continue residency as a tenant.

(b) The subdivider shall file a report on the impact of the,
conversion upon residents of the mobilehome park to be converted to
resident owned subdivided interest.

(¢) The subdivider shall make a copy ‘of the report available to
each resident of the mobilehome park at least 15 days prior to the
hearing on the map by the advisory agency or, if there is no advisory
agency, by the legislative body.

(d) (1) The subdivider shall obtain a survey of support of
regidents of, the mobilehome park for the proposed conversion.

(2) The survey of support shall be conducted in accordance with an
agreement between the subdivider and a resident homeowners'
association, if any, that is independent of the subdivider or
mobilehome park owner. :

(3) The survey shall be obtained pursuant to a written ballot.

(4) The survey shall be conducted so that each occupied mobilehome °

space has one vote.
(5) The results of the survey shall be submitted to the local
agency upon the filing of the tentative or parcel map, té be
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