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AGENDA

RENT ADJUSTMENT COMMISSION
CITY OF THOUSAND OAKS, CALIFORNIA

Council Chambers

2100 Thousand Qaks Boulevard, Thousand Oaks, California 91362
(805) 449-2323
http://www.toaks.org

SPECIAL MEETING

COMMISSIONERS: ALTERNATE COMMISSIONERS:
Lloyd Wertheimer, Chair Alyce Klussman
Maxwell Sheldon, Vice-Chair Cathy Schutz

Brenda Mohr Feldman
Beatrice Ferruzza
Mike Silacci

John C. Prescott, AICP, Community Development Director
Patrick Hehir, Assistant City Attorney
Russ Watson, Housing and Redevelopment Manager

RENT ADJUSTMENT COMMISSION MEETINGS ARE SCHEDULED AS NEEDED TO
CONSIDER A SPECIFIC MATTER RELATED TO RENT ADJUSTMENT APPLICATION
PURSUANT TO TOMC (TITLE 5, CHAPTER 25 MOBILE HOME RENT STABILIZATION)

Americans with Disabilities Act (ADA): In compliance with the ADA, if you need special
assistance to participate in this meeting or other services in conjunction with this meeting,
please contact the Building Division, (805) 449-2500. Assisted listening devices are available
at this meeting. Ask the Recording Secretary if you desire to use this device. Upon request,
the agenda and documents in this agenda packet can be made available in appropriate
alternative formats to persons with a disability. Notification at teast 48 hours prior to the
meeting or time when services are needed will assist City staff in assuring that reasonable
arrangements can be made to provide accessibility to the meeting or service.

Agenda Availability: The Rent Adjustment Commission Agenda is posted at the entry to the
Civic Arts Plaza/City Hall, 2100 E. Thousand Oaks Boulevard, Thousand Oaks [main posting
location pursuant to the Brown Act, G.C. 54954.2(a)]. Rent Adjustment Commission Agenda
Packets are available for review at the City Clerk Department (2™ level), and Community
Development Department, public counter (1% level), 2100 E. Thousand Oaks Boulevard,
Thousand Oaks and available on City Web Page.
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CITY OF THOUSAND OAKS
RENT ADJUSTMENT COMMISSION AGENDA
JANUARY 10, 2011

Supplemental Information: Any agenda related information received and distributed to the
Rent Adjustment Commission after the Agenda Packet is printed is included in Supplemental
Packets. Supplemental Packets are produced as needed, and typically would be distributed
on the Friday preceding the Rent Adjustment Commission meeting and/or on Monday at the
meeting. The Friday Supplemental Packet is available for public review in the City Clerk
Department, and Community Development Department, 2100 E. Thousand Oaks Boulevard,
during normal business hours (main posting location pursuant to the Brown Act, G.C.
54957.5(2). Both the Friday and Monday Supplemental Packets (if required) are available for
public review at the City Rent Adjustment Commission Meeting and will be posted on the City
Web Page.

Public Input: Any person who wishes to speak regarding an item on the regular agenda or
on a subject within the Rent Adjustment Commission’s jurisdiction during “Public Comments”
is requested to file a “Public Speaker” card with RAC staff secretary before that portion of the
Agenda is called. Any person who wishes to speak on a specific agenda item is requested to
file a “Public Speaker” card before the specific item is called. Any person who wishes to
speak on a Public Hearing is requested to file a “Public Speaker” card before the Hearing is
called. Persons addressing the Rent Adjustment Commission are requested to state their
name and city of residence for the record. Any supporting materials should be submitted to
the Recording Secretary before addressing the Commission. The time each person will be
allowed to speak on a public hearing item will depend on the number of speaker cards
received. The time allotted to each person will be announced by the Chairperson before
comments are received by the Commission.

Special Meeting Public Input: Only issues listed on a special meeting agenda may be
addressed pursuant to the Brown Act.

Judicial Review: Any legal action by an applicant seeking to obtain a judicial review of the
Rent Adjustment Commission decision on a Hearing or issue listed on this Agenda may be
subject to the 90-day filing period, of and governed by, Code of Civil Procedure Section
1094.6. Also refer to TOMC Section 1-4.05.
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CITY OF THOUSAND QOAKS
RENT ADJUSTMENT COMMISSION AGENDA
JANUARY 10, 2011

1. CALL TO ORDER: 6:00 P.M.

2. PLEDGE OF ALLEGIANCE:

3. ROLL CALL: Commissioners Feldman, Ferruzza, Silacci, Vice-Chair Sheldon,
and Chair Wertheimer

4, WRITTEN COMMENTS / ANNOUNCEMENTS / CONTINUANCES:

5. APPROVAL OF MINUTES: December 6, 2010 Special Meeting — Ranch Mobile
Home Park Rent Adjustment Application Hearing.

6. DEPARTMENT REPORTS:

A Resolution Setting Policy For Questions During Public Hearings
RECOMMENDATION: Adopt Resolution

7. RENT ADJUSTMENT COMMISSION PUBLIC HEARING:
(Public will be called to speak on this item during the Public Hearing}

A, CASE: Thunderbird Oaks Mobile Home Park Rent
Adjustment Application (RA-2010-01) -
LOCATION: 200 S. Conejo School Road
APPLICANT: AV.M.G.H., Limited
REQUEST: Rent Increase in amount of $322.52 per month,
' per space, to achieve a Just and Reasonable
Return.

RECOMMENDATION: That the Commission grant a “Just and
Reasonable Return” rent increase for
Thunderbird Oaks Mobile Home Park in an
amount not to exceed $65.00 per space per
month, and that the increase be phased over a
two-year period in an amount not to exceed
$32.50 per month, per space, each year, with
the date of the initial increase to be 90 days from
the date formal notice of such increase is
provided to the tenants, and the date of each
subsequent increase shall be not sooner than
365 days from the date of the prior increase.
Total cumulative amount of the increase is
$125,580.

Page 3
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CITY OF THOUSAND OAKS
RENT ADJUSTMENT COMMISSION AGENDA
JANUARY 10, 2011

8. PUBLIC COMMENTS:

9. COMMISSION COMMENTS:

10. ADJOURNMENT:

CDD:430-45/rwh:\commonihousing & redevelopmentirent controlirac - remt adjustment commissionac 2011 meetingsirac 01 10 11iracapendaro-mhp(1 10 11) v1.4.11.docx

Page 4
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M E M O R A N D UM
City of Thousand Oaks e Thousand Qaks, California

Community Development Department

TO: Rent Adjustment Commission
FROM: Community Development Department
DATE: January 10, 2011

SUBJECT: RAA - 2010-01 - Rent Adjustment Application for Thunderbird Oaks
Mobile Home Park submitted by A.V.M.G.H. Limited

RECOMMENDATION:

That the Commission grant a "Just and Reasonable Return” rent increase for
Thunderbird Oaks Mobile Home Park in an amount not to exceed $65.00 per space per
month, and that the increase be phased over a two-year period in an amount not to
exceed $32.50 per month, per space, each year, with the date of the initial increase to
be 90 days from the date formal notice of such increase is provided to the tenants, and
the date of the subsequent increase shall be not sooner than 365 days from the date of
the initial increase. Total cumulative amount of the increase is $125,580.

BACKGROUND:

Thunderbird Oaks Mobile Home Park

Thunderbird Oaks Mobile Home Park is a 161-unit senior park located at 200 S. Conejo
School Road. Please refer to the location map, Attachment #1 to this report. The park
is owned by A.V.M.G.H Limited. The permit for the park was approved in 1974, and it
was initially occupied in 1976. The park contains 155 double-wide, and 6 single-wide
units. The original approval inciuded a condition that the 16 spaces be designed for
single-wide units, as a means of providing an opportunity for low cost housing for
seniors. Park amenities include a clubhouse and pool, and a vehicle storage area.

No previous “just and reasonable return” or “capital appreciation and rehabilitation”’ rent
adjustment applications have been submitted for the Thunderbird Oaks Mobile Home
Park. The only rent increases that have occurred in the past have been the regular
annual increases pursuant to the City’s mobile home rent stabilization ordinance.

' These categories of rent adjustment requests are described in Ordinance 1254-NS, Attachment #2 to
this report.

CTO 01704
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Mobile Home Parks in the City

There are nine mobile home parks in the City of Thousand Oaks, totaling 1,058 spaces.
Five (5) mobile home parks are restricted to senicrs; four operate as family parks. Eight
of the nine mobile home parks are reguiated by the Mobile Home Rent Stabilization
Ordinance. One park, Ranch Mobile Home Park containing 74 spaces, has not been
reguiated under the Rent Stabilization Ordinance, atthough conditions of entitlement
have limited rents and restricted occupancy to very iow-income, senior residents. One
of the nine parks, Conejo, is in the process of ¢losing; and ancther, Vallecito, is being
subdivided for individual ownership.

No. Project Name Family/Senior | No, of Spaces | Rent Control
1. Coenejo Family 49 Yes
2. Crestview Family 29 Yes
3. Elms Family 34 Yes
4. Ranch Senior 74 Yes*
5. Thunderbird Oaks Senior 161 Yes
6. Twin Palms Family 81 Yes
7. Vallecite Senior 303 Yes
8. Ventu Park Villa Senior 171 Yes
S. Ventu Estates Senior 156 Yes

1,058

“Prior to 2010 Ranch was not regulated by the Rent Siabilization Ordinance.

City of Thousand Qaks Rent Stabilization Program

A detailed chronology and copies of the Ordinance Amendmenis related to the Mobile
Home Rent Stabilization Program has previously been provided tc the Rent Adjustment
Commission (*RAC"), and in a prior staff report related to the Ranch Mobile Home Park.
A copy of the current Municipal Code provisions relating to this Program is aiso
attached to this report (Attachment #2). The foliowing are the most salient points
refated to the City’s Rent Stabilization Pregram:

April 1980: The City of Thousand Oaks Rent Stabilization Program (“Program”) was first
enacted by Interim Ordinance 747-NS, which was adopted on Apnl 22, 1980 and
applied to both apartments and mobile home parks. The Program was enacted in
response to rapidly increasing rents and extremely low vacancy rates that existed in the
City of Thousand Oaks in the late 1870’s. Rent increases were not aliowed during the
period of the initial Interim Ordinance, which expired on July 31, 1880.
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Rent Adjustment Commission — RAA 2010-01 Thunderbird Oaks MHP
January 10, 2011
- Page 3

August 1980 — January 1996: Ordinance was amended several times to either extend
or amend the Program. Ordinance 755-NS extended rent control on an interim basis for
a period of three (3) years.

May 1981: The RAC adopted Resolution No. RAC 2 ("RAC-27), which established
guidelines for the RAC to use to determine a “Just and Reasonable Return”.

March 1983 — October 1984: The RAC adopted Resolution No. RAC 5 (*RAC-5"),
which amended RAC-2. The precise adoption date of the resolution is not known.
Reference to RAC-2 shall be taken to mean RAC-2 & RAC-5 unless otherwise stated.
Attachment #9 is a merged RAC-2 and RAC-5. This is not a formally adopted resolution,
but is provided to help facilitate the RAC’s review of “Just and Reasonable Return”
applications.

January 1996: Ordinance 1254-NS readopted and codified the Rent Stabilization
Program as Chapter 25 (Mobile Home Rent Stabilization Ordinance) of Title 5 of the
Thousand Oaks Municipal Code.

Previous “Just and Reasonable Return” Rent Adjustment Requests

There have only been a handful of “Just and Reasonable Return” applications in the
history of the City’s rent stabilization program, and none in the past 20 years:

March 1982: The RAC approved a Rent Adjustment Application (RA-81-4) by Vallecito
Mobile Estates Ltd. for a “Just and Reasonable Return” adjustment. The Rent
Adjustment Commission approved a 5% rent increase.

December 1982: The RAC denied a Rent Adjustment Application (RA-82-2) submitted
by Vallecito Mobile Estates Ltd. for a “Just and Reasonable Return” rent adjustment,
because it found no justification based on the application submitted or rent levels at the
park. The decision was subsequently appealed to the City Council, which denied the
appeal and upheld the decision of the RAC.

February 1988: A City Administrative Hearing Officer approved a rent adjustment
submitted by Conejo Mobileé Home Park for a “Just and Reasonable Return” Rent
Adjustment Application in the amount of $10.00 per space, per month.

December 2010: The RAC heard a “Just and Reasonable” Rent Adjustment request for
Ranch Mobile Home Park. That item was continued to January 24, 2011. A final
decision has not been reached as of the date of this report.

Legal Background

Most, if not all, municipal mobile home rent adjustment ordinances provide for rent
increases based on the concept of assuring that the ordinance does not deprive a
property owner of “Just and Reasonable Return.” This stems from a series of United

CTO 01706
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States Supreme Court decisions that have interpreted the 5" and 14™ Amendments of
the United States Constitution as giving business owners and landlords some protection
from governmental regulations that interfere with investment-backed expectations.
Regulations that go too far may be deemed a “taking” of private property, and violate
due process.

While courts have upheld a local government’s ability to regulate rents, those
regulations cannot result in a total degradation of the profits of an owner. In response to
potential direct constitutional facial challenges to local rent control ordinances, local
ordinances provide a mechanism for owners to request rent adjustments on the basis of
just and reasonable return, where it can be demonstrated that the regular rent increases
allowed by the local ordinance do not provide such a return.

California courts have further developed and refined these constitutional concerns in the
context of rent regulations. While not stating that any particular method of calculating a
“just and reasonable” return is constitutionally required, California courts have
recognized at least one preferred method as passing muster under the Constitution -
the Maintenance of Net Operating Income (*"MNOI") approach. A detailed description of
the MNOI standard is presented later in this report. The City of Thousand Qaks Rent
Adjustment Commission Resolution RAC-2 identifies MNOI as the preferred method for
calculation a just and reasonable return.

DISCUSSION/ANALYSIS

Thunderbird Qaks Rent Adjustment Application

The owner of the Thunderbird Oaks mobile home park submitted a Rent Adjustment
Application {Attachment #3) on June 4, 2010, indicating a 1979 base year average rent
of $246.18 per space per month, and a current (2010} average rent of $394.03 per
space per month. The applicant is requesting a rental increase of $322.52 per space
per month (gross annual increase in rental income of $623,117), under the “Just and
Reasonable Return” provision of the City’s ordinance.

“Just and Reasonable Return” rent adjustment requests are made based on the
requirements of Section 5-25.06(b) of the Thousand Oaks Municipal Code (see
Attachment #2), and subject to the Guidelines promulgated by RAC Resolutions No. 2 &
No. 5 (detailed in the background section of this report).

On July 2, 2010, the City determined that the application was incomplete, and
requested additional information from the appiicant. The requested information was
submitted, and the application was accepted as substantially complete on August 6,
2010. Pursuant to the City’s Ordinance, the date on which an application is accepted as
complete sets a schedule that determines the dates when notice must be given,
hearings held, and a decision on the request rendered by the RAC.

? But Resolution RAC 2 does allow the owner and tenants to offer other methods of calculating fair return
which the Rent Adjustment Commission may adopt.
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On October 8, 2010, the applicant submitted correspondence amending the application
by requesting a “Vega” adjustment to 1979 base year rents, and an appraisal to
substantiate that request. The appraisal submitted by the applicant indicated a fair
market base year rent of $225.00 per space/per month. The applicant also reduced the
requested rent increase to $260.62 per space per month {gross annual increase in
rental income of $503,518). The new “Vega” adjustment proposed by the applicant
caused the City to hire an appraiser to evaluate the applicant’s appraisal and formulate
an independent conclusion on fair market rents. The amended application requesting
an increase of $260.62 per space per month supersedes the applicant's June 2010
submittal and forms the basis for the analysis presented in the consultant’s report. City
staff viewed the requested “Vega” adjustment, as a substantive change to the original
application, and therefore, constituted a new application, and the time frames in the
ordinance apply to the October 8, 2010 submittal date.

Notifications, Correspondence and Public Comment

On August 16, 2010, the City mailed notice to each mobile home owner or current
resident, informing that a “Just and Reasonable Return” rent adjustment application had
been filed with the City, the amount of the requested rent adjustment, the date
(originally October 5, 2010), time, and place of the public hearing, and where
information regarding the application and Mobile Home Rent Stabilization Ordinance
could be obtained. Subsequently, City Staff provided notice that the hearing was being
rescheduled from October 5, 2010 to October 18, 2010.

By the end of the business day on December 23, 2010, the City had received several
letters from the public (primarily park residents) regarding the proposed rent adjustment
request. Copies of these letters as well as any staff responses are provided to the
Commission as Attachment # 4. Correspondence or information received from the
public after December 23, 2010 will be provided to the RAC as supplemental
information prior to the hearing.

City staff also received correspondence from Jackson/DeMarco/Tidus/Peckenpaugh, a
law firm retained by some of the residents of Thunderbird Oaks to represent them
through this process. A copy of that correspondence is included as Attachment #5.

Analysis of Rent Adjustment Reguest

The applicant has filed a “Just and Reasonable” rent adjustment application. The basic
concept of a “Just and Reasonable” return request is captured in language contained in
RAC-2, “...the automatic increases allowed by the ordinance coupled with tax savings
resulting from Proposition 13, in most cases would allow an owner to maintain the net
operating income at an equivalent level as experienced in 1979." The RAC indicated
that net operating income received through April 1980 was assumed to have constituted
a reasonable rate of return at that time. It was further acknowledged that, “there may be
some cases where owners have incurred reasonable operating expenses which exceed
the rent increases allowed by the ordinance.” In those instances an owner should be
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able to maintain the same level of net operating income as they experienced in 1979,
This is the premise for considering a “just and reasonable return” rent adjustment
request.

To help analyze the applicant’s rent adjustment application, the City retained the
services of Dr. Ken Baar, Ph.D, an expert in preparing fair return analyses of rent
increase applications. The purpose of Dr. Baar's report is to analyze the data submitted
by the applicant and tenants, present various methods that the RAC can consider in
order to determine a “Just and Reasonable Return”, and recommend the amount of rent
adjustment that would provide such a return, based on the mobile home rent adjustment
ordinance, applicable RAC resolutions, and relevant federal and state case law. The
following discussion summarizes the most salient portions of Dr. Baar's report, which is
included in full as Attachment #6 to this report.

1. Applicant’s Justification for Proposed Rent Adjustment

The applicant cited the following reasons in their application for requesting a Just and
Reascnable Return rent adjustment:

a. Significantly increased operating costs, and

h. The effects of inflation over the past 30 years, which they state have
“seriously impacted the bottom line of Park operations”.

2 Maintenance of Net Operating Income Standard

RAC-2 prescribes the use of a Maintenance of Net Operating Income ("MNOI") standard
to evaluate a “just and reasonable return” rent adjustment request. Section 1.04 states,
“Alternate approaches may be employed by the Commission”. However, MNO! is a
widely recognized standard for determining “Just and Reasonable Return”. While there
is no legal requirement to use a particular standard to evaluate a rent increase request,
the MNOI approach has been widely accepted by California courts.

The MNOI standard presumes that a park owner was earning a fair return (or profit) in
the year rent regulations went into effect (the “Base Year”). The return in a given year is
defined as Net Operating Income (*“NOI”), and is determined by subtracting park
operating expenses from park operating income.

The MNOI approach is based on the premise that the Base Year NOI represented a just
and reasonable return, and that, notwithstanding the annual rent increase permissible
under a rent control ordinance, the park owner should be able achieve sufficient
revenue to “maintain” that Base Year NOI in future years, which would them be deemed
to represent a “fair return” on the investment.

Because inflation degrades the purchasing power of a given amount of money, the
Base Year NOI is indexed to take inflation into account. The indexed Base Year NOI is
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then compared to the NOI of the park in the comparison year (in this case 2009) to see
how the current year NOI compares to the Base Year NOI in constant dollars.

To the extent that the current year (2009} NOI is less than the indexed Base Year NOI,
rents can be increased to compensate.

Four factors play a significant role in determining a fair return under an MNOI analysis:

1. The determination of a Base Year;

2. Base year rent adjustment;

3. The determination and adjustment of base year operating expenses; and,
4. The rate at which base year net operating income is “indexed” in order to

determine what rent level would yield a just and reasonable net operating
income in the current year.

3. Determination of the Base Year

The City's regulations stipulate the use of 1979 as the Base Year for calculations
related to MNOI.

Section 3 of RAC-2 sets forth the formula for determining 1979 Net Operating Income.
However, these requirements are prefaced by Section 3.01, which states “The base
year shall be 1979 when the financial information for that year is available.” Section 4 of
RAC-2 provides that “In the event 1979 financial information is not available and where
the loss of such records can be substantiated by clear and convincing evidence, the
fandlord of record may substitute as a base year the first year following 1979 for which
records are available”.

The applicant confirmed that the earliest year for which full operating and income data
can be provided is 1986. But the applicant nevertheless argues that 1979 should be the
base year.

in order to provide numbers for 1979, the applicant imputes 1979 operating expenses
from the 1986 data by backing out inflation. As the City's expert, Dr. Ken Baar, points
out in his report, if the logic of this approach were accepted it wouid imply that an
applicant would never need to provide financial records and could impute 1979 data
based on whatever year for which the applicant had data, which would be contrary to
the explicit requirements of RAC-2. In the original application, the applicant imputed
rent data for 1979 as well. The applicant also provided rent data for 1983, and based
on the Applicant’s sworn statement that rents had not increased for the period between
1980 to 1983 inferred that rent levels for 1979 were the same as those documented in
1983. However, subsequent data submitted by the park residents calls this claim into
question (the data submitted by the park residents are discussed in further detail later in
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this report). As previously discussed, subsequent to the initial application submitted in
June 2010, the applicant submitted a request in October 2010 to adjust 1979 base year
rents, substantiated by an appraisal they had commissioned to establish “fair market”
rents. This is discussed in further detail in Section 4. - Adjustment of Base Year Rent.

Staff believes that 1986 should be used as the Base Year, because it is most consistent
with the requirements of the City’'s Rent Stabilization Program regulations. It is the first
year for which actual data can be produced.

But certain equitable principles in this case may lead the RAC to consider 1979 as the
Base Year. In particular, the Applicant should not be able to benefit from a lack of 1979
income and expense information by the use of an alternate base year which is more
favorable, when the requlations have provided notice of base year documentation
requirements since 1981. Furthermore, the Applicant has repeatedly requested that
1979 be the Base Year. MNOI formulas using 1979 as the Base Year will also be
presented in the "Alternative Rent Adjustment Calculations” section of this report.

4. Adjustment of Base Year Rent

The Base Year rent levels, along with other income components and operating
expenses, are used to calculate the Base Year net operating income, which in turn
becomes a base for calculating a “just and reasonable” net operating income in
subsequent years up to the present by applying the inflation factor. As discussed
previously, the applicant's amended request submitted in October 2010 included an
adjustment of base year rent (fair value adjustment) based on an appraisal they
commissioned to establish fair market rent for 1979. Such an adjustment is termed a
“Vega” adjustment and is described below.

i. Description of Fair Value (Vega} Adjustment

In a seminal court case, Vega v. City of West Hollywood, the State Court of Appeals
ruled that owners have a constitutional right to a base rent adjustment to compensate
for exceptionally low base period rents in calculating a fair return the Court held that "a
property owner must be permitted to start rent calculations with a base rent similar to
other comparable properties." Therefore in certain instances where base year rents are
exceptionally low and were not set by market mechanisms, this type of “Vega”
adjustment may be warranted.

ii. Park Owners Conclusion of Fair Value (Vega) Adjustment for 1979

Central to adjusting the base year rent is the establishment of what would constitute
general market conditions for the base year. To support the position that a Vega
adjustment was warranted, and to determine the amount of such an adjustment, the
applicant submitted an appraisal as part of the Rent Adjustment application. The
appraisal is a retrospective appraisal because it offers an opinion on what constituted
fair value rent for 1979. The park owner's appraisal concluded that fair value rent in
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1979 was $225 per space per month, $27.00 more than the $198 average rent actually
being charged in 1979 which is substantiated by information provided by the tenants.
See Attachment # 7 and the letter dated December 9, 2010 from
Jackson/DeMarco/Tidus/Peckenpaugh in Attachment #5 for information on rent data
submitted by the tenants.

iiil. City Appraiser's Conclusion of Fair Value Adjustment for 1879

In order to verify the conclusion of fair value rents in 1979 presented by the Owners, the
City commissioned its own appraisal to establish a fair value rent for the park in 1979.

The City's appraiser reviewed the Rent Adjustment application, including the appraisal
submitted by the Park Owner reviewed the City's Rent Stabilization Ordinance and
relevant Guidelines, physically inspected the subject park and other mobile home parks
in the City, and reviewed rent data for Thunderbird Oaks and the other parks obtained
from City records. The City appraiser's conclusion of fair value rent in 1979 was $205
per space per month, $7 more than to the $198 average rent substantiated by
information provided by the tenants. The implication of these findings on determining a
fair value adjustment is discussed in Sections a. and b. below. For the complete
appraisal analysis prepared by the City’s consultant, please refer to Summary Appraisal
Report, Attachment #6.

The effect of the information provided by the residents is that the actual average rents in
the Park in 1979 appear to have been $27 less than the $225 per space per month
estimated fair market rent submitted by the applicant in October 2010. This would have
an effect of reducing the total 1979 base year gross rental income stated in the
application from $434,700 to $382,884 (a reduction of $51,816). The data presented by
some of the tenants documents rents in a few of the 161 spaces in the park. While this
data is not enough to definitively state actual base year rents, rents do appear to have
been fairly uniform across the park. One of the 1979 base year formulas (79-3) uses a
1979 Base Year Rental Income figure derived from the information® provided by the
tenants.

As indicated in the City Consultant’s report, under the doctrine set forth in “Vega” and
subsequent cases, the Park Owner is entitled to use a base rent which reflects market
conditions. The Park Owner did not provide any data on base period rents. The
appraisal report by the Park Owner's appraiser concludes that market rents in 1979
were $225 and the appraisal report by the City's appraiser concludes that market rents
were $205. The differences between either of the appraisers’ conclusions about market
rents ($205 and $225), and the rents in the park established by tenant data ($198) are
not great enough to conclude that the actual base rents as reported by the tenants
($198) did not reflect market conditions. Instead, they reflect typical variations from the
average market rent. Therefore, a “Vega" adjustment to the base year rent is not
warranted in this case.
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iv. 1986 Base Year Rent Adjustment

Information on the rent levels from 1979 through 1986 is central to consideration of
whether actual base year rents should be adjusted for the purposes of an MNOI
analysis, on the basis that the increases prior to the base year were low. The following
discussion presents the range of possible Base Year rent adjustments, based on City
regulations, data submitted by the Park Owner, and rent data submitted by the tenants
in the Park.

The rent adjustment regulations presume that the return a park owner was receiving
through April 1980 {when the first Rent Stabilization Ordinance was adopted by the City)
constituted a fair (just and reasonable) return. However, when a base year other than
1979 is used (in this case 1986), there is no assurance that the Base Year NOI
represents “market condition” or a “fair return.” Constitutional principles and case law
dictate that the Base Year NOI may need to be adjusted to assure the park owner a
Base Year calculation that represents market conditions and fair return. It has been
established as detailed in the preceding sections of this report that a “Vega” adjustment
is not required in this case for the 1979 Base Year. However, the City’s regulations
{Resolution RAC-2) provide a mechanism to adjust the 1986 Base Year NOI through
what is termed a “Price Level Adjustment.” A Price Level Adjustment provides that all
automatic rent adjustments which could have been implemented shall be added to the
1979 net operating income in order to determine what net operating income would
provide a “fair return”.

Data submitted by the tenants appears to corroborate the fact that allowable rent
adjustments were not made in 1983 and 1984, but were for all other years. If the Park
Owner had increased rents pursuant to all of the allowable adjustments in 1983 and
1984, Park rents would have increased by 22.5% from 1983 to 1986. Therefore, if the
Park Owner had implemented the rent increases which were authorized in 1983 and
1984, the 1986 rent and net operating income would have been higher than the amount
‘presumed” by using 1979 rent levels. Thus, implementing the Price Level Adjustment
required by Resolution RAC-2 results in a 1986 Base Year rent adjustment (gross park
rental income) of $48,107 from $527,629 to $575,736. One of the 1986 Base Year
formulas (86-3) uses an adjusted Base Year rent in the calculation taking into account
the Price Leve! Adjustment required by RAC-2.

City staff did commission an appraisal of comparable rent controlled parks for 1988,
which concluded comparable rent in 1986 was $320 per space per month. One of the
limitations of this appraisal is that it incorporates 5 years of rent controlled data,
distorting the remnants of any market based pricing from 1979. A “Vega” adjustment of
1986 rents based on this appraisal would provide for rent increases over the 1979 rent
level which substantially exceeded the constitutional minimum. In this case 1979 net
operating income was $248,085 while a Vega adjustment would provide a net operating
income of $411,186 in 1986. The increase in NOI from 1979 to 1986 would be 66%
compared with an increase of 55% in the CPI during this period and adjustments of net
operating income by lesser percentages than the CPI increase which would still meet
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the constitutional minimum. Consequently, City staff believes the Price Level
Adjustment of the 1286 rents provides a more accurate method of adjustment of the
1986 rent level when it has been established, as is the case here that 1979 rent levels
were at fair market.

5. Determination and Adjustment of Base Year Operating Expenses

A determination and possible adjustment to Base Year operating expenses may be
appropriate for the following reason. To the extent that expense levels are exceptionally
low or high in the base year, the net operating income may be correspondingly low or
high. A rent increase in the current year derived using the stated Base Year expenses
and following the MNOI approach could lead to an artificially low or high projection of
what net operating income is required to provide a just and reasonable return (net
operating income) in the current year.

Accordingly, the City’s consultant and staff have closely reviewed the stated Base Year
operating expenses.

a. Management and Administrative Costs

Resolution RAC-2, Sec. 2.11, stipulates that management and administrative expenses
“must be calculated for both the base year and the current year at the same percentage
of actual income.” The guidelines aiso provide that total management and
administrative expenses cannot exceed 8% of income. In the rent increase application,
the ratios of management and administration expenses to rental income in 1979, 1986,
and 2009 are shown in the following table:

Year Expense
Percentage
1979 4.4%
1986 5.9%
2009 21.9%

Information submitted by the applicant indicates that management and administration
expenses totaled $30,878 in 1986 ($191.79 per space) increasing to $167,392 in 2009
($1,039.70 per space), an increase of 442%, compared to the CPI increase of 99%
during this period. In order to place these increases in perspective relative to overall
rents, the reported increase in management and administration expenses from 1986 to
2009 is equal to $847.91 per mobile home space per year.

n its application the Park Owner attributes these increases in management and
administrative expenses as follows:

- 1. Management and administrative duties have been transferred to a third party
who is paid to perform these services;

CTO 01714
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2. Management and administrative costs are increasing due to the aging
infrastructure of the park; and

3. Increasing “regulation” is adding to the cost of operating the park.

The City consultant's report states “Furthermore, the exceptional increase in
management and administration expense to rental income over this time frame is not
attributable to differences in how expenses were allocated for accounting purposes. In
fact, the overall operating expenses projected by the applicant for the 1979 base year
equaled 28.9% of rental income ($110,448 / $382,536), an exceptionally low ratio by
industry standards.”

An exceptionally low Base Year operating expense number can result in a large rent
increase being justified using an MNOI standard. This is due to the fact that lower
operating expenses increase the amount of NOI in the Base Year, which leads to a
higher projection of what NOI is required to provide a fair return in the current year.
Therefore, in certain formulas the consultant made an adjustment of 1979 Base Year
Operating Expenses to a ratio commensurate with the comparison year. This results in
an adjustment in the 1979 Base Year Operating Expenses of $36,469, increasing the
total from $110,448 to $146,917. Formulas 79-2 and 79-4 use the consultant adjusted
1979 operating expenses in the rent adjustment calculation.

In order to account for the exceptional increases in management and administrative
costs in the comparison year, the 1986 Base Year expenses are adjusted (increased)
so that they are proportionate to the comparison year management and administration
expenses. The adjustment results in 1986 Base Year Operating Expenses increasing
by $53,239 from $153,815 to $207,054. Formulas 86-2 and 86-4 use adjusted 1986
operating expenses in the rent adjustment calculation.

b. Other Operating Expenses

Apart from issues related to the exceptional increases in management and
administration expenses from the Base Year to the current year, other operating
expenses do not have a substantial impact on the outcome of an MNO! analysis. The
following is a list of operating expenses associated with the management and operation
of the Park, other than management and administration:

1. Property Taxes

2. Gas and Electricity Expenses

3. Trash and Sewer Expenses Passed Through to the Residents

4. Common Area Utilities
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A more complete discussion of other operating expenses can be found in Section
IV.B.4.0f the Consultant’s report (Attachment #6).

6. Adjustment of Net Operating Income for Inflation

The Thousand Oaks Rent Stabilization Ordinance and Resolution RAC-2 provide for the
use of the MNOI standard in determining a fair return, but do not provide any
specification as to the rate at which NOI shall be indexed to account for inflation from
the Base Year to the current year.

The courts have held that net operating income cannot be frozen, which implies that in
determining a fair return some adjustment for inflation is required. Some California
courts have upheld local regulations that provide for an inflation adjustment of net
operating income as low as 40% of the actual increase in the Consumer Price Index
(CPI) since the base year. Several California mobile home rent control ordinances that
use MNOI formulas have indexed NOI at varying percentages, ranging from 40% to
100% of CPI (for a detailed discussion of this important aspect of determining fair return
under the MNOI approach, please refer to Section Il1.B. of Dr. Baar's report, Attachment
#0.

7. Determination of Appropriate Inflation Adjustment for MNOI

The CPI increased by approximately 100% from 1986 to the current year. The
applicant's request uses all {100%) of this increase to calculate the net operating
income necessary in the current year to achieve a fair and reasonable return — in other
words double the net operating income in 1986. Staff believes that this is excessive
and not necessary to achieve a just and reasonable return on the Park owners
investment. The following discussion details why it may be appropriate to use a lesser
indexing factor to account for the effects of inflation.

In the case of leveraged ownership of real estate {acquisition funded by down payment
plus a loan}), an investment may prove to be very profitable although net operating
income doesn'’t increase as fast as the CPl. Due to leveraging, “income” attributable to
growth in equity may far exceed the rate of increase in NOI, and thus total return is
greater than net operating income.

The following example illustrates the impact of indexing at 50% of the rate of increase in
the CPI on a park owner's equity in a case in which the owner has financed 70% of the
purchase cost. The NOI, and therefore the value of the park, increases at 75% of the
rate of increase in the CPl. However, because 70% of the purchase is financed with a
mortgage, the investor's equity increases by a much greater rate than the CPI. (An 83%
increase in equity compared to a 50% increase in the CPL.)

CTO 01716
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Impact of 50% Indexing on Growth in Investor’s Equity
Loan to Purchase Price Ratio 70%
Base Year Current Year | Pct. Increase
CPI 100 150 50%
NOI 420,000 525,000 25%
Property 6,000,000 7,500,000* 25%
{purchase price) _
Mortgage 4,200,000 4,200,000 0%
Equity 1,800,000 3,300,000 83%
{property value- '
mortgage)

* Use of a different capitalization rate would not significantly impact the rate of
increase in equity. In this hypothetical case, the value is computed by dividing the net
operating income by a capitalization rate of 7%.

In order to understand the returns associated with contemporary mobile home park
investments and provide some perspective on the rent restrictions under the ordinance
and fair return standard, it is critical to understand that after a mobile home park in an
urban area has been constructed and occupied with mobile homes, there is a very low
rental risk because of limited supply and strong demand for this type of housing. This is
largely due to the fact that mobile homes are difficult to move within urban areas, and
instead are typically sold in place.

Furthermore, as a result of contemporary land use policies and zoning, the supply of
mobile home park spaces is extremely limited. To illustrate this point, City records
indicate that in 2009, of the 1058 mobile home spaces in the City, there were only 15
vacant mobile home spaces, 12 of which were in one Park — Lakestone (formerly
Crestview. This supply-demand condition makes mobile home parks a particularly
stable investment, especially when compared to the negative performance of other real
estate classes due to economic factors present during the past four years. Scarce
supply and strong demand for mobile home park spaces will continue to exert upward
pressure on “market” rents.

8. Alternative Rent Adjustment Calculfations

The City's consultant identified ten possible MNOI formulas that can be used to
calculate a “Just and Reasonable Return” - six calculations using 1979 as the Base
Year, and four calculations using 1986 as the Base Year. The alternative formulas take
into account certain adjustments to rent and operating expenses, and assume different
inflation indexing factors (50% of CPI increase, 75%, and 100%) within the range of
factors used in other mobile home rent control ordinances within California. These
alternatives are provided for the Commission’s consideration in this matter.
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a. Formulas using 1979 as the Base Year
Monthly Rental Increase
By Assumed Inflation
. . Index
Alternative | Description
50% 75% 100%
Rental Income based on Park Owner's Appraisal and
79-1 Expenses as Projected by Park Owner with no adjustments $9g $180 $261
to Income or Expenses. (Applicant’s Request)
Rental Income based on Park Owner's Appraisal with
79-2 Consultant’s Adjustment to Maintenance and Administration $75 $150 $224
Expenses
Rental Income Adjusted based on Tenant Documentation
79-3 and Using Expenses Projected by the Applicant. $48 $ 116 $ 184
Rental Income Adjusted based on Tenant Documentation
79-4 and Using Consultant’s Adjustments to Maintenance and $24 $86 $ 147
Administrative expenses
Rental Income based on City's Appraisal and Expenses as
79-5 Projected by Park Owner with no adjustments to Income or $62 $133 $204
Expenses
. Rental Income based on City's Appraisal with Consultant's
79-6 Adjustment to Maintenance and Administration Expenses $35 $100 $164
b. Formulas using 1986 as the Base Year
Monthly Rental increase
By Assumed Inflation
. . Index
Alternative | Description
50% 75% 100%
Base Year (1986) Rental Income With RAC-2 Price Level
86-1 Adjustment and Expenses Projected By Applicant $106 $160 $215
Base Year (1986) Rental Income With RAC-2 with Price
86-2 Leve!l Adjustment and With Consuitant’s Adjustment to $65 $112 $160
Maintenance and Administrative Expenses
86-3 Comparable Base Year Rent based on City Appraisal $134 $193 $253
Comparable Base Year Rent based on City Appraisal With
86-4 Consultant’s Adjustment to Maintenance and Administrative $93 $145 $198
Expenses
CTO 01718
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Conclusion

City staff and its consultant have evaluated the data based on the application and
supplemental information provided by the applicant, rent data provided by the tenants,
City regulations and legal precedent. City staff and its consultant have evaluated the
rent data provided by Thunderbird Oaks tenants regarding rent increases for the period
from 1980-1982, and are persuaded that the weight of the evidence supports the
tenants’ data regarding rents during that time period.

Also as previously stated, a “Vega” adjustment is not warranted in this case because
the differences between either of the appraisers’ (Park Owner's and City's) conclusions
about market rents and the rents in the park established by tenant data ($198) are not
great enough to indicate that the base rents did not reflect market conditions. City staff
believes that City Regulations require Price Level Adjustments to the Base Year Rent
for those years where no automatic rent increase was taken, and that an adjustment to
management and administrative expenses are also necessary. In addition, staff .
believes that indexing the requested rent adjustment to 50% of CPI will provide the
applicant with a fair return, and is appropriate for this type of investment.

While certain alternative formulas presented use 1979 as a base year, City staff
believes that using 1986 as the base year is most consistent with the application of City
Rent Adjustment regulations. Based on documentation provided by the applicant and
the tenants, City staff believes that Alternative 86-2 indexed at 50% of CPI, yielding a
“fair and reasonable return” adjustment {increase) of $65 per space, per month is the
most appropriate alternative because it best implements the MNOI approach set forth in
Resolution RAC-2, and provides a just and reasonable return for the applicant. This
would bring the range of rents in Thunderbird Qaks from $386.40 to $590.40, a 12.5%
to 20.5% increase. Staff further believes that it is appropriate to phase this increase in
two steps of $32.50 per month, one year apart, due to the significant percentage
increase in rent that it represents for the tenants. When fully implemented, this increase
would gain the Park owner an additional $125,580 per year in revenue.

The table below shows the current range of rents in the various mobile home parks in
the City, for comparison purposes.

Park Spaces | Avg Rent Low Rent High Rent
Thunderbird MHP 161 $394.03 $321.40 $525.40
Congjo MHP 43 $419.51 $312.87 $922.50
Elms Plaza MHP 34 $429.78 $313.00 $900.00
Lakestone MHP 28 $232.19 $203.48 $547.00
Ranch MHP 74 $132.63 $127.92 $139.36
Twin Palms MHP 80 $311.95 $255.94 $544 .50
Vallecitc MHP 303 $537.89 $478.00 $745.00
Ventu Estates MHP 155 $437.50 $365.54 $476.61
Ventu Park Villas MHP 170 $403.44 $355.07 $727.35
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General Ordinances of Thousand Oaks, CA

TITLE 5. PUBLIC WELFARE, MORALS, AND CONDUCT -

CHAPTER 25. MOBILE HOME RENT STABILIZATION

CHAPTER 25. MOBILE HOME RENT STABILIZATION

Sec, 5-25.01. Findings and purpose.

There is a shortage of vacant and available mobile home spaces in the City of Thousand Oaks resulting in a critically fow
vacancy factor. Many mobile home tenants are on fixed incomes and, if displaced as a result of their inability to pay increased
rents, must relocate at a substantial loss or expense, and, in addition, as a result of such housing shortage they may be unable to
find decent, safe and sanitary new housing at affordable rent levels. Aware of the difficulty in finding alternative decent housing,
some tenants attempt to pay requested and uncontrolled rent increases, but as a consequence, must expend less on other
necessities of life. This situation has had a detrimental effect on substantial numbers of renters in the City, especially creating
hardships on senior citizens on fixed incomes, and low- and moderate- income households.

The City causes data to be collected through the annual registration statements submitted by mobile home landlords, which
confirms a mobile home space and housing shortage continues to exist in the City, the vacancy rate in mobile home parks
remains critically low and the deregulation of rents at this time could lead to exorbitant rent increases and aggravation of the
crisis, problems and hardships which existed prior to the adoption of the program. This housing shortage necessitates the
continuation of the mobile home rent stabilization program. Therefore, it is necessary and reasonable to continue to regutate
rents so as to safeguard tenants from excessive rent increases and at the same time provide landlords with a just and reasonable
return on their rental spaces.

(§ 2, Ord. 1254-NS, eff, January 23, 1996)
Sec. 5-25.02. Definitions.
The following words and phrases, whenever used in this chapter shall be construed as defined in this section.

"Average per space cépital improvement cost" means an amount determined by dividing the cost of the capital improvement
by the total number of mobile home unit rental spaces in the mobile home park with respect to which the cost was incurred.

"Average per space rehabilitation cost” means an amount determined by dividing the cost of the rehabilitation, less any
offsetting insurance proceeds, by the total number of mob||e home unit rentat spaces in the mobile home park with respect to
which the cost was incurred.

~ "Capital improvement" means the addition or replacement of improvements to a rental space, spaces or the common areas of
the mobile home park, provided such new improvement has a useful life of five years or more, including but not limited to,
- roofing, carpeting, draperies, stuccoing the outside of a building, air conditioning, security gates, swimming pool, sauna or hot
tub, fencing, garbage disposal, washing machine or clothes dryer, dishwasher, recreational equipment permanently installed on
the premises, and other similar improvements as determined by the Commission.

"Commission” means the Rent Adjustment Commission of the City of Thousand Oaks,

"Decontrolled space” means any space fotmerly subject to the Rent Stabilization Ordinance, as amended, which was vacant on
or after June 26, 1981, and such vacancy occurred on or after May 1, 1981 by reason of the tenants' voluntary vacation of that
space or the tenants' eviction for nonpayment of rent.

"Housing services" means services connected with the use or occupancy of a mobile home rental space including, but not
limited to, utilities (including cable T.V., light, heat, water and telephone), ordinary repairs or replacement and maintenance,
including painting. This term shall also include the provision of elevator service, laundry facilities and privileges, common

recreational facilities, janitor service, resident manager, refuse removal, furnishings, parking, and any other benefits, privileges or
facilities.

http://www.amlegal.com/nxt/gateway.dll/California/Thousand%200aks/title00049.htm/chapte... 2/22/2005
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"Index" means the figure employed when determining allowable rent increases_under Section 5-25.05, and shall be calculated
by taking seventy-five (75%) percent of the Los Angeles-Long Beach-Anaheim, Consumer Price Index for all. yrban consumers for
the year ending April 1, rounded to the nearest tenth, No index in excess of seven (7%) percent shall be employed.

s

"Landlord" means an owner, lessor or sublessor (including any person, firm, corporation, partnership, or other entity) of a
mobile home park, who receives or is entitled to receive rent for the use of any mobile home rental space, or the agent,
representative or successor of any of the foregoing.

"Maximum adjusted rent” means the maximurn rent pius any rent increase subsequently effected pursuant to Sections 5-25.05
and 5-25.06, less any rent reductions required by regulations promuigated by the Commission. Said amount shall be rounded to
the nearest dollar and shall not include any increase for capital improvement work or rehabilitation work approved by the City.

"Maximum base rent" means, for a rental space that was occupied by one or more of the same tenants from July 1, 1986 to
February 22, 1996, the highest legal monthly rent which was in effect for the rental space or spaces on July 1, 1986. For rental
spaces vacated as

defined in Section 5-25.05 (b), between July 1, 1986 and February 22, 1996 and for all spaces vacated after that date and eligible
for decontrol/recontro! pursuant to this Chapter, the maximum base rent shall be the highest legatl rent in effect on the re-renting
of the space. Any increase subsequently effected pursuant to Section 5-25.05 shall be computed against the maximum base rent.

"Maximum rent” the highest legal monthly rate of rent which was in effect for the rental space during any poition of the
month of June 1980. If a rental space is not rented during said month, then it shall be the highest legal monthly rate of the rent
in effect between June 1, 1979 and May 31, 1980. If a rental space was not rented during either of the above periods, then it
shall be the rent charged for an equivalent space that was rented during the month of June 1980, or if not so rented then, during
the period between June 1, 1979 and May 31, 1980,

"Mobite home" means a single dwelling unit structure designated or designed for human habitation, transported over the
highways to a permanent occupancy site, and installed on the site either with or without a permanent foundation.

"Mobile home park" means a parcel of land where five or more mobile home spaces are rented or leased out for mobile homes
used as residences. "Mobile home park” does not include developments which sefl lots for mobile homes or manufactured
housing, or which provide condominium ownership of such lots, even if one or more homes in the development are rented or
leased out.

"Mobile home tenant or resident" means any person entitled to occupy a mobile home which is located within a mobile home
park.

"Rehabilitation work" means any rehabilitation or repair work done on or in a rental space or common areas of the housing
complex containing the rental space and which work was done in order to comply with an order issued by the Community
Development Department, the Health Department, or the Fire Department, or to repair damage resulting from fire, earthquake ar
other natural disaster.

"Rent" means the consideration, including any bonus, benefits or gratuity, demanded or received by a landlord for or in
connection with the use or occupancy of a rental space, or the assignment of a lease for such a space including, but not limited
to, any monies demanded or paid for parking, furnishings, housing services of any kind, subletting or security deposits.

"Rental space,”" except as provided below, includes underlying fand and mobile homes thereon, whether rent is paid for the
mobile home and the land upon which the mobile home is located, or rent is paid for the land alone. The term shall not include:

(1)  Four or fewer mobile homes located on the same lot or parcel.
(2} Mobile homes located in nonprofit cooperative parks owned and controlled by a majority of the residents.

(3) Mobile homes which a governmental unit, agency or authority owns, operates or manages which are specifically exempt
from municipal rent regulations by state or federal law or administrative regulations. Accommodations to which rental assistance
is paid pursuant to 24 CFR 882 ("HUD Section 8 Federal Rent Subsidy Program") may be exempted wholly or partially from the
terms of this chapter on an individual basis by written application to the City Manager and after notice to the tenant and landlord
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involved.
{(4) Mobile homes located in a mobile home park for which a certificate of occupancy was first issued after June 30, 1980.

(5)  Nonprofit mobile home parks. Mobile home parks operated by an organization exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code provided that the gross income derived therefrom does not constitute unrelated
business income as defined in Section 512 of the Internal Revenue Code.

"Tenant” means a tenant, subtenant, lessee, sublessee, or any other person entitled to use or occupancy of a mobile home
rental space,

"Wacancy” means when a tenant voluntarily vacates a mobile home rental space or when a tenant is evicted for nonpayment
of rent. A vacancy shall not exist when the tenant sublets or assigns his interest in the rental space, including the subletting or
sale of a mobile home coach which remains on the same space within a mobile home park. If a mobile home is removed from the
space, the space is decontrolled until re-rented to a new tenant and thereafter is subject to all the provisions of this chapter.

{§ 2, Ord. 1254-NS, eff. January 23, 1996)

Sec. 5-25.03. Rent Adjustment Commission.

(a) Creation and organization of the Rent Adjustment Commission. The "Rent Adjustrment Commission of the City of
Thousand Oaks" is hereby created. The Commission shall consist of five seated members comprised of one landlord, one tenant
and three individuals who are neither landlords nor tenants of a residential rental property. Three altemate commissioners may
be appointed by the City Council to the Commission, comprised of one landlord, one tenant, and cne individual who is neither a

landlord nor a tenant of a residential rental property. The seated members and alternates shall be appointed and removed by the
Council, all serving at the Council's pleasure. If at any time during the term of a seated member or alternate member, the
member becomes a landlord or tenant of residential rental property, or ceases to ba same in conflict with his/her Commission
designation, the office or position of that member shall immediately become vacant and a new appointment made thereto.

The term of office or assignment for each member of the Commission shall be for the period of time from their appointment to
the time that this section is no longer in effect. The Commission shall designate one of its members as a chairperson and one of
its members as vice- chair, which officers shall hold office for one year and until their successors are elected.

{b) Commission action and procedure. Each of the five seated Commissioners shall be entitled to one vote. Three members
shall constitute a quorum for purposes of conducting a meeting. The decisions of the Commission shali be determined by a
majority vote of the seated members present. An alternate Commissioner may only become a seated Commissioner for purposes
of Commission action or decision in the absence of the Commissioner appointed as a seated member of the Commission or if the
seated member asks to be excused. In the event of such absence, an alternate Commissioner shail be seated only in accordance
with his/her designation as a landlord, tenant, or nonlandlord/nontenant. In no event shall mote than five votes be cast for any
action or decision of the Commission.

(c) Powers and responsibilities. The Commission shall have the power and be responsible for carrying out the provisions of
this chapter and the provisions of any ordinance regulating rents in apartment complexes. It shall have the authority to issue
orders and promulgate policies, rules and regulations to effectuate the purposes of this chapter. It may make such studies and
investigations, conduct such hearings, and obtain such information as it deems necessary to promulgate, administer and enforce
any regulation, rute or order adopted pursuant to this chapter. The City Manager shall designate employees to furnish staff
support to the Commission.

Every year the Commission may render to the City Council a written report of its activities pursuant to the provisions of this
Chapter along with such comments and recommendations as it may choose to make. The Commission shall meet as often as
necessary to perform its duties.

{(d) Compliance with Brown Act. The meetings of the Commission shall be held within the city and open to the pubiic. Such
meetings shall be conducted in accordance with the items contained in a posted agenda and conducted in compliance with the
state Brown Act.
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(§ 2, Ord. 1254-NS, eff. January 23, 1996)

Sec. 5-25.04. Restrictions on rents.

No landlord shall demand, accept or retain more than the maximum rent or the maximum adjusted rent for a mobile home
rental space permitted pursuant to this chapter or to regulations or orders adopted pursuant to this chapter, nor shall any
landlord effect a prohibited rent increase through the reduction of housing services.

All landlords shall maintain records setting forth the maximum adjusted rent, the maximum base rent and the current rent
being charged for each rental space. This information shall be disclosed to the City upon the City's request. Each landlord who
demands or accepts a rent higher than the maximum adjusted rent or demands or accepts a fee or surcharge shall inform the
tenant or any prospective tenant of the rental space, in writing, of the factual justification for the fee, surcharge or difference
between said maximum adjusted rent and the rent which the landlord is currently charging or proposes to charge,

(§ 2, Ord. 1254-NS, eff. January 23, 1996)

Sec. 5-25.05. Automatic adjustments to rent and vacancy decontrol.

The maximum adjusted rent for any rental space may be increased without permission of the Rent Adjustment Commission as
follows:

(a) Occupied rental spaces. For a rental space which at any time after August 1, 1980 has not had a rent increase for a
period of twelve (12) consecutive months or more, the maximum adjusted rent may be increased in an amount determined by
multiplying the Maximum Base Rent by the Index,

Notice of index, After review of pertinent information from the U.S. Bureau of Labor Statistics, the City Manager shall
determine the Index from each year and notify each landlord by mail of his finding. Automatic adjustments effected September 1
through August 31 shall employ the Index immediately prior to that period.

(b) Vacancy decontrol/recontrol. If a rental space is vacated voluntarily or as a result of eviction for nonpayment of rent,
the maximum adjusted rent may be increased to any amount upon the re-rental of the rental space. Thereafter, as long as the
rental space continues to be rented to one or more of the same persons, no other rent increase shall be imposed except as
provided in this chapter.

(c) Notice of increases. Notice of any increase in rent pursuant to this section shall be given in accordance with the Civil
Code of the State of California. If an increase has been noticed but not effected prior to the effective date of the ordinance
codified in this chapter, said notice shall be construed as a valid notice to increase rents in an amount not to exceed the increase
permitted by this section.

(§ 2, Ord. 1254-NS, eff, January 23, 1996)
Sec. 5-25.06. Administrative adjustments to rent.

(a) Capital improvements and rehabilitation. The City Manager or his designee, in accordance with such guidelines as the
Commission may establish, shall have the authority to grant rent adjustments subject to the procedures set forth below for a
rental space or spaces located in the same park upon receipt of an application for adjustment filed by the landlord of the rental
space or spaces if he finds that one or more of the following grounds exist:

(1) That on or after January 1, 1982, the landiord has completed a capital improvement with respect o a rental space and
has not increased the rent to reflect any of the cost of such improvement. If such a finding is made, the landlord shall be entitled
to a monthly rent increase equivalent to the cost of the improvement divided by the number of months of the improvement's
useful life, except that no increase shall be allowed when the improvement was discrete to the interior of a tenant's rental space
and said improvement was not necessary to safequard the landlord's property from deterioration or loss in value without the
express written consent of the tenant to such an increase. The Commission shall provide, by resolution, for the categorization of
the capital improvement into five (5), ten (10) and fifteen (15) year useful lives and shall, when necessary, decide which useful
life category shall be applied to capital improvements which are not identified within the above-mentioned resolution, The City
Manager or his designee shall be responsible, in the absence of the tenant's written consent, for determining whether or not an
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improvement was necessary to safeguard the fandlord's ,broperty from deterioration or loss in value. Nothing in this section shall
be interpreted to preclude a landiord from making or performing a capital improvement,

(2) That on or after January 1, 1982, the landlord has completed rehabilitation work with respect to a rental space and has
not increased the rent to reflect any of the cost of such work. If such a finding is made, the landlord shall be entitled to a monthly
rent increase equivalent to the cost of the improvement divided by the number of months that the City Manager or his designee
determines to be the appropriate amortization period for that rehabilitative work.

(b) Just and reasonable return.

(1) Commission adjustments. The Commission shall have the authority, in accordance with such guidelines as the
Commission may establish, to grant increases in the rent for a rental space or spaces located in the same mobile home park,
upon receipt of an application for adjustment filed by the landlord and after notice and hearing, if the Commission finds that such
. increase is in keeping with the purposes of this chapter and that the maximum rent or maximum adjusted rent otherwise
permitted pursuant to this chapter does not constitute a just and reasonable rent on the rental space or spaces. The following are
factors, among other relevant factors as the Commission may determine, which may be considered in determining whether a
rental space yields a just and reasonable return:

(i) Property taxes;
(iiy Reasonable operating and maintenance expenses;

(ill} The extent of capital improvements made to the common area or spaces as distinguished from ordinary repair,
replacement and maintenance;

{iv) Living space, and the level of housing services;
(v) Substantial detericration of the rental spaces other than as a result of ordinary wear and tear; and
(vi)  Failure to perform ordinary repair, replacement and maintenance; and

(vii) Financing costs on the property if such financing was obtained prior to April 1, 1980 and if it contains either a balloon
payment or variable rate provision.

(2) Anti-speculation provision. If the only justification offered for the requested rent increase on the landlord’s application is
an assertion that the maximum rents or maximum adjusted rents permitted pursuant to this chapter do not allow the landlord a
return sufficient to pay both the operating expenses and debt service on the rental space ar spaces or on the mobile home park
containing the rental space or spaces, a rent adjustiment will not be permitted pursuant to this subsecticn to a landiord who
acquired an interest in the rental space or spaces after January 1, 1580,

(c) Procedures.

(1) Al applications for rent adjustment shall be submitted to the City Manager and shall include, among other things, the
mailing addresses and space numbers of the space or spaces for which an adjustment is requested. Each application shall be
accompanied by a fiting fee of Twenty and no/100ths ($20.00) Dolars plus Five and no/100ths ($5.00) Dollars per space affected
by the proposed increase. The City Manager shall determine whether an application is complete within thirty (30) days of
submittal. The applicant shall produce at the request of the City Manager or Commission such records, receipts and reports as
may be necessary to make a determination on the adjustment request. Failure to produce such requested items shall be sufficient
basis for the termination of the rent adjustment proceedings. All appiications for rent adjustment, together with ali oral and
written evidence presented in support thereof, shall be under oath or penalty of perjury.

(2) Within ten (10) days of the determination by the City Manager that the application is complete, the City Manager shall
set a date for a hearing and determination. The City Manager shall notify the tenant or tenants of the subject space or spaces by
mail of the receipt of such application, the amount of the requested increase, the landlord's justification for the request, and the
place, date and time of the hearing on the adjustment request. The hearing shall be set no less than ten {10) days and no more
than forty-five (45) days after the date of mailing such notice.

http://www.amlegal.com/nxt/gateway.dll/California/Thousand%200aks/title00049.htm/chapte... 2/22/2005
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(3) The hearing shall be conducted in accordance with rules of procedure which the Commission may choose to adopt. In
the event that the Commission does not adopt such rules of procedure, the hearing shail be conducted in general accordance with
the City Council Manual of Procedure, Ordinance 488-NS. At the time of the hearing, the landlord and/or any affected tenants
may offer such documents, testimony, written declarations or evidence as may be pertinent to the proceedings.

(4) A determination with written findings in support thereof shall be made within seventy-five (75) days from the
determination that the application for rent adjustment was complete. The rent adjustment may be granted for less than, but not
for more than, the amount requested.

(5) Copies of the findings and determination of the Commission shall be mailed by the City Manager to the applicant and all
affected tenants.

(§ 2, Ord. 1254-NS, eff. January 23, 1996)

Sec. 5-25.07. Evictions.
(a) Alandiord may bring an action to recover possession of a rental space only upon one of the following grounds:
(1} The tenant has failed to pay the rent to which the landlord is entitled.

(2) The tenant has violated an obligation or covenant of the tenancy, other than the obligation to surrender possession
upon proper notice, and has failed to cure such violation after having received written notice thereof from the landlord.

(3) The tenant is committing or permitting to exist a nuisance in or is causing damage to, the rental space or to the
appurtenances thereof, or to the common areas of the park containing the rental space, or is creating an unreasonable
interference with the comfort, safety, or enjoyment of any of the other residents of other mobile homes in the park, and has
failed to cure such violation after having received written notice thereof from the landlord.

(4} The tenant is using or permitting a rental space to be used for any illegal purpose.

(5} The tenant, who had a written lease or rental agreement which terminated on or after the effective date of this
ordinance, has refused, after written request or demand by the landlord, to execute a written extension or renewal thereof for a
further term of like duration with similar provisions and in such terms as are not inconsistent with or violative of any provisions of
this chapter. ‘

(6) The tenant has refused the landlord reasonable access to the space for the purpose of making repairs or improvements,
or for the purpose of inspection as permitted or required by the lease or by law, or for the purpose of showing the rental space to
any prospective purchaser or mortgagee. :

(7) The person in possession of the rental space at the end of a lease term is a subtenant not approved by the landlord.

(8) The landlord seeks in good faith to recover possession so as to demolish or perform other work necessitating the:
removal of the rental space from rental housing use, except that if the landlord seeks to recover possession for the purpose of
converting the space into a stock cooperative, the landlord must have complied with the notice requirements of Government Code
section 66427.1 and applicable City ordinances. '

{9) The landlord seeks in good faith to recover possession in order to permanently remove the rental space from rental -
housing use. ’

: (b) If the dominant intent of the landiord in seeking to recover possession of a rental space is retaliation against the tenant
for exercising his/her rights under this chapter, and if the tenant is not in default as to the payment of rent, the landlord may not
recover possession of a rental space in any action or proceeding or cause the tenant to quit involuntarily.

(c) Before a landlord can use tenant violation of a covenant or obligation of tenancy as grounds for eviction, the landlord
must have provided the tenant with a written statement of the respective covenants and obligations of both the landlord and
tenant pricr to such alleged violation, and such statement must have set forth the particular covenant or obligation subsequently
alleged to have been violated.

http://www.amlegal.com/nxt/gateway.dll/California/ Thousand%200aks/title00049.htm/chapte... 2/22/2005
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(d) Inany action by a landlord to recover possession of a rental space, the tenant may raise, as an affirmative defense any
of the grounds set forth in Subsections (a)r (b), and (c) of this section.

(e) Inthe event it should be determined that any provision of this section is in conflict with California law relative to
landlord/tenant relationships, including eviction of tenants, then, and in that event, any rental space which becomes vacant
following eviction for any reason other than nonpayment of rent, shalt not be re-rented at a rent in excess of the maximum
adjusted rent as defined herein.

(& 2, Ord. 1254-NS, eff. January 23, 1996)
Sec. 5-25.08. Remedies.

Any person who demands, accepts or retains any payment of rent in excess of the maximum rent or maximum adjusted rent
in violation of the provisions of this chapter, or any regulations or orders promulgated hereunder shal! be liable in a civil action to
the person from whom such payment is demanded, accepted or retained for damages of three times the amount by which the
payment or payments demanded, accepted or retained exceed the maximum rent or maximum adjusted rent which could be
fawfully demanded, accepted or retained together with reasonable attomey's fees and costs as determined by the court, together
with a civil penalty not to exceed the sum of Five Hundred and no/100ths ($500.00) Dollars.

(§ 2, Ord._ 1254-NS, eff, January 23, 1996)
Sec. 5-25.09. ' Refusal of a tenant to pay.

A tenant may refuse to pay any rent in excess of the maximum rent or maximum adjusted rent permitted pursuant to this
chapter or regulations or orders adopted hereunder. The fact that such rent is in excess of maximum rent or maximum adjusted
rent shall be a defense in any action brought to recover possession of a rentai space or to collect the illegal rent,

(§ 2, Ord. 1254-NS, eff, January 23, 1996)

Sec. 5-25.10. Prior Ordinances.

(a) This chapter is derived from Ordinances 747-NS and 755-NS as amended by Ordinances 782-NS, 787-NS, 805-NS, B31-
NS, 83B-NS, 846-NS, 933-NS, 1040-NS, and 1216-NS. This chapter shall control to the extent a conflict exists between it and any
former law to the contrary, however, the former ordinances shall provide a supporting basis for the findings and interpretations of
this ordinance and shall be employed when necessary in determining the maximum rent, maximum adjusted rent and maximum
base rent for a space.

(§ 2, Ord. 1254-NS, eff. January 23, 1996)
Sec. 5-25.11, Appeals.

Any dispute, contention, or disagreement relative to interpretation, application or enforcement of this chapter or any
pravisions thereof, shall be submitted to the City Council for determination in accordance with the provisions of section 1-4.01
through section 1-4.05 of the Thousand Oaks Municipal Code, provided that all decisions of the City Manager shall first be
appealable to and ruled on by the Commission.

(§ 2, Ord. 1254-NS, eff, January 23, 1996)
Sec, 5-25,12, Registration.

(@) Purpose. The purpose of the registration requirement is to enable the City to monitor rents under this chapter and to
provide for the assessment of fees to assist in the financing of the reasonable and necessary expenses of the implementation and
administration of the mobile home rent stabilization program within the City of Thousand Oaks.

(b) Registration. On or before January 1 of each year, a landiord shall furnish to the City Manager, upon a form approved
by the City Manager, information indicating the maximum base rent and maximum adjusted rent for each rental space in the
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complex as of October 1 of that year. Such spaces shall be individually designated by their space number and mailing.address.
Additionally, the landlord shall-indicate when the rent for each individual space was last increased pursuant to section ‘5-25.05,

{c) Registration fee. By January 1 of each year, the landlord shall submit to the City Manager, a registration fee in the
amount of Ten and nof100ths ($10.00) Dollars for each controlled rental space in the City of Thousand Oaks. A landlord who
does not pay the registration fee by January 1 of any given year shall be assessed a late charge of Two and no/100ths {$2.00)
Dollars per month per space for which the registration fee is not paid. The City Council may from time to time adjust this fee by
resolution. This section shall not apply to any space which wilt not receive an increase in rent pursuant to section 5-25.05(a) in
any-year for which the fee is due, provided that the landlord identify each space which will not recelve such an increase by
indicating "no increase” in the "Comments” section of the Registration Form (Section 5-25.12(b)), above.

{§ 2, Ord. 1254-NS, eff. January 23, 1996)

Disclaimer:

This Cods of Ordinances and/or any other documents that appear on this site may not reflect the most current legistation adopted by the Municipality. American Legal Publishing
Corporation provides these dogumenits for informational purpeses only, These documents should not be relied Lpon as the definitive authority for Jocak legislation. Additionally, the
formaltting and pagination of the posted documents varies from the formatling and pagination of the official copy. The official printed copy of a Code of Ordinances should be consulted
prior to any action being taken.

For further information regarding the official version of any of this Code of Ordinances or other documents posted on this site, please contact the Muricipality directly or contact American
Legal Publishing toll-free at 800-445-5588.

@ 2003 American Legal Publishing Corporation
techsupport@amlegal.com
1.800.445.5588.
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September 11, 2010

Russ Watson

City of Thousand Oaks Housing Division
2100 E. Thousand Oaks Bivd.

Thousand Oaks, CA 91362

| rent space in the Thunderbird Oaks Mobile Home Park and have lived here for 32
years. At the time | rented this space, | contacted the Park management and we
came to an agreement on the terms of my tenancy and a reasonabile rent for the
space | now occupy.

| have reviewed the current application filed by A.V.M.G.H. Ltd. c/o Andrew Hohn,
for the parks rent adjustment, dated August 6, 2010 and believe that $ 322.52 per
month rent is not a reasonable adjustment. | also believe that the justfication for
this requested increase is fallacious based on the Landlords Justification.

| am requesting that the City of Thousand Oaks reject this unreasonable rent
adjustment application and cancel the hearing, dated October 5, 2010 on this
subject.

Please enter this letter into the city record.

140 Navajo Way
Thousand Oaks, CA 91362

cc:
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September 11, 2010

Amy Albano

City Attorney

City of Thousand Qaks

2100 E. Thousand Oaks Blvd.
Thousand Oaks, CA 91362

| rent space in the Thunderbird Oaks Mobile Home Park and have lived here for 32
years. At the time | rented this space, | contacted the Park management and we
came to an agreement on the terms of my tenancy and a reasonable rent for the
space | now occupy.

I have reviewed the current application filed by AV.M.G.H. Ltd. c/o Andrew Hohn,
for the parks rent adjustment, dated August 6, 2010 and believe that $ 322.52 per
month rent is not a reasonable adjustment. | also believe that the justfication for

this requested increase is fallacious based on the Landlords Justification.

| am requesting that the City of Thousand Oaks reject this unreasonable rent
adjustment application and cancel the hearing, dated October 5, 2010 on this
subject. : '

Please enter this letter into the city record.

140 Navajo Way

Thousand Oaks, CA 91362 | —
City Atlorney's Office
’ Cliy of Thousand Oaks
cc:
13 2010
City Council SEP | q
Clty Attorney 2100 E. Thousand Oaks Blvd,
Thousand Oaks. A 91362
(805) 449-2170

CTO 01754
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September 16, 2010
To: Russ Watson, City of Thousand Oaks Housing Division

Regarding: Proposal submitted to the Thousand Qaks Rent Adjustment Commission for a
rent increase at the Thunderbird Oaks Mobile Home Park.

When: Hearing to be held October 5, 2010, 6:00 PM at the City Council Chambers of the
Thousand Qaks City Hall.

Dear Mr. Watson:

We are writing this letter to express our profound opposition to the proposed $322.52
monthly increase on each of the 161 resident spaces at Thunderbird Oaks Mobile Home
Park.

It is difficult to believe that such a large single increase in rent can be justified as a “just
and reasonable return” as the applicants are stating. This increase is a catastrophic
financial hit to the retirees of the park, most of whom are on a fixed income with small,
or non-existent cost of living increases.

For my wife and I, who are on a fixed income, this represents a huge 62% increase in -
monthly space rent. For some others in the park, this increase will approximate a 100%
increase.

We simply cannot afford this large single increase.

We urge the commission and city attorney to thoroughly review the justifications for the
applicants large increase request.

We ask you to please consider the extreme difficulty or inability for the residents to
absorb such an increase without losing their home, and not being able to afford another.

Respectfully,

Ronald and Jeanette Borgwardt

2485 Thunderbird Drive, Space 148
Thousand Oaks, CA 91362

P.S. We am requesting that this letter be included in and attached to the staff report that
will be presented on October 5, 2010, or whenever this hearing is held.



September 13, 2010
To: Amy Albano, Thousand Oaks City Attorney

Regarding: Proposal submitted to the Thousand Oaks Rent Adjustment Commission for a
rent increase at the Thunderbird Oaks Mobile Home Park.

When: Hearing to be held October 5, 2010, 6:00 PM at the City Council Chambers of the
Thousand Qaks City Hall.

Dear Ms. Albano:

We are writing this letter to express our profound opposition to the proposed $322.52
monthly increase on each of the 161 resident spaces at Thunderbird Oaks Mobile Home
Park.

Tt is difficult to believe that such a large single increase in rent can be justified as a “just
and reasonable return” as the applicants are stating. This increase is a catastrophic
financial hit to the retirees of the park, most of whom are on a fixed income with small,
or non-existent cost of living increases.

For my wife and I, who are on a fixed income, this represents a huge 62% increase in
monthly space rent. For some others in the park, this increase will approximate a 100%
increase.

We simply cannot afford this large single increase.

" We urge the commission and city attorney to thoroughly review the justifications for the
applicants large increase request.

We ask you to please consider the extreme difficulty or inability for the residents to
absorb such an increase without losing their home, and not being able to afford another.

Respectfully,

Ronald and Jeanette Borgwardt

2485 Thunderbird Drive, Space 148
Thousand Oaks, CA 91362

P.S. We am requesting that this letter be included in and attached to the staff report that
will be presented on October 5, 2010, or whenever this hearing is held.
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September 13, 2010

Ms. Janet Day
2646 Thunderbird Drive
Thousand Qaks CA 91362

Mr. Russ Watson

ity of Thousand Oaks Housing division
2100 E. Thousand Oaks Blvd.
Thousand Oaks CA 91362

Dear Mr, Watson:

I 'am appealing to you in your capacity to reconsider the rent increase at Thunderbird Oaks and The Ranch
mobile home parks. At a time when seniors are facing losses on their investments, how can the park owners
justify increased profits. Are thesc owners going to cut their food and medical care if they don’t get more rents.
That is exactly what will happen to many seniors in these parks.

I lived in Thunderbird park with my husband for 10 years, then moved to the Ranch park (same owners) for 5
years. I moved back to Thunderbird Oaks park in July because I got a mobile home which needed a lot of repair
at a low price so I knew I could do the repairs. One week after [ tnoved in I received the letter notifying me of
this rent increase. This rent increase will make it impossible for me to fix my leaking roof and water damaged
patio room with possible mnold issues. When I applied to move into this park the management company
required me to fill out an application supposedly to be certain that my debt ratio and income level were adequate
to live here. How could Suburban Management approve my purchase knowing they were going to raise my rent
to a level which would require me to make unhealthy choices and/or require me to seek government help to
survive.

During the 15 years I have lived in Mr. Hohn’s parks I have always been told that “Mr. Hohn cares about
seniors.” I have always seen that demonstrated by park practices, until Suburban Property Management came
on board. The whole attitude of the parks changed when this company became involved. Residents have felt
harrassed, controlled, and micro-managed. I never heard the level of grumbling and stressing that has been
common since Ms. Gretchen Carter began visiting our parks. I suspect that her fees and travel back and forth
might be cutting into the profits of the parks. Why not consider local management?

Please read my letter into the minutes of the October 5 meeting concerning this rent increase.
Thank you for your consideration.

59;?

Janet E Day
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September 13, 2010

Ms. Janet Day
2646 Thunderbird Drive
Thousand Oaks CA 91362

Ms. Amy Albano

Thousand QOaks City Attorney
2100 E. Thousand Oaks Blvd.
Thousand Qaks CA 91362

Dear Ms. Albano:

I am appealing to you in your capacity to reconsider the rent increase at Thunderbird Oaks and The Ranch
mobile home parks. At a time when seniors are facing losses on their investments, how can the park owners
justify increased profits. Are these owners going to cut their food and medical care if they don’t get more rents.
That is exactly what will happen to many seniors in these parks.

Ilived in Thunderbird park with my husband for 10 years, then moved to the Ranch park (same owners) for 5
years. I moved back to Thunderbird Oaks park in July because I got a mobile home which needed a lot of repair
at a low price so I knew I could do the repairs. One week after I moved in I received the letter notifying me of
this fent increase. This rent increase will make it impossible for me to fix my leaking roof and water damaged
patio room with possible mold issues. When I applied to move into this park the management company
required me to fill out an application supposedly to be certain that my debt ratio and income level were adequate
to live here. How could Suburban Management approve my purchase knowing they were going to raise my rent
to a level which would require me to make unhealthy choices and/or require me to seek government help to
survive.

During the 15 years I have lived in Mr. Hohn’s parks I have always been told that “Mr. Hohn cares about
seniors.” T have always seen that demonstrated by park practices, until Suburban Property Management came
on board. The whole attitude of the parks changed when this company became involved. Residents have felt
harrassed, controlled, and micro-managed. Inever heard the level of grumbling and stressing that has been
common since Ms. Gretchen Carter began visiting our parks. I suspect that her fees and travel back and forth
might be cutting into the profits of the parks. Why not consider local management?

Please read my letter into the minutes of the October 5 meeting concerning this rent increase.
Thank you for your consideration.

Yours truly,
/Wf’ 5@«
Janet E Day
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- Teresa DiTullio
2341 Arapaho Ave.
Thousand Oaks, CA 91362

September 22, 2010

Mr. Russ Watson

City of Thousand Oaks Housing Department
2100 E. Thousand Oaks Blvd.

Thousand Oaks, CA 91362

Subject: Rental Application for Thunderbird Oaks MHP
Dear Mr. Watson,

The owner of the Thunderbird Oaks Mobile Home Park has made an application to the
City for an 82% rental increase for iis tenants.

Since Mr. Hohn wants such a very large increase on his investment, he’s doing it at the
expense of all the residents in the park, most of who live only on their Social Security
checks. They then would have to become homeless people.

I think the residents of this park take very good care of the property they are renting, and
I think it should be on the owner’s conscience to realize what he is doing to these people.

I realize the owner deserves a rent increase, but to almost double his income is unfair to
most tenants. I too am helped by my Social Security check , and don’t mind a little more

rent, but such a large rent increase is too high also for me.

I hope the City Council will be more caring for the citizens of Thousand QOaks, and not be
tempted so much for their own pocket books.

I request this letter be included and attached to the Staff Report that will be presented on
October 5%, or on the next appropriate date.

Most sincerely,

S ppoge AL
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Teresa DiTullio
2341 Arapaho Ave.
Thousand Qaks, CA 91362

September 22, 2010

Ms. Amy Albano

Thousand Oaks City Attorney
2100 E. Thousand Oaks Blvd.
Thousand Qaks, CA 91362

Subject: Rental Application for Thunderbird Oaks MHP.
Dear Ms. Albano,

The owner of the Thunderbird Oaks Mobile Home Park has made an application to the
City for an 82% rental increase for its tenants.

Since Mr Hohn wants such a very large increase on his investment, he’s doing it at the
expense of all the residents in the park, most of who live only on their Social Security
checks. They then would have to become homeless people.

I think the residents of this park take very good care of the property they are renting, and
I think it should be on the owner’s conscience to realize what he is doing to these people.

I realize the owner deserves a rent increase, but to almost double his income is unfair to
most tenants. I too am helped by my Social Security check, and don’t mind paying a

little more rent, but such a large rent increase is too high also for me.

I hope the City Council will be more caring for the citizens of Thousand Oaks, and not be
tempted so much for their own pocket books.

I request this letter be included and attached to the Staff Report that will be presented on
October 5™, or on the next appropriate date.
Most sincerely,
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j THE VOICE March/April 2010 |

COMO-CAL URGES VENAT ORS

OPPOSE AB 761 f

: Mobllehome res:dents and
tenants’ rights advocates were
shocked last year when the Cali-
fornia Assembly passed a bill,
AB 761 (Calderon, D-Whittier),
that would severely cripple all
of California’s over 100 local
mobile-home rent control laws,
It passed the Assembly with the
minimum votes needed. What
was so shocking is that the bill
only passed due to the support of
a number of “liberal” Ziil

democrats from the'L

area. :

The bill s o
ered by the

to keep it from, becoriﬁhg
CoMO-CAL urges €very mobi.
home resident who wants to save

the status of this bill--
-- What the bill would do:

AB 761 would mandate vacan-
cy deconirol to all of the state’s
mobile home rent control laws,
Mobile Park owners would be

rent contro}.to send letters, faxes, .-
and phone i ca!ls to your Senator.’
We will keep you infc rmed about

able to raise rents on moblie home
spaces without fimits when a mobile
home is sold to a new owner. This
would have grave consequences for
mobile home owners who own their
mobile home, but rent the space it
sits on. AB 761 would likely wipe
out the investments of senior and
low-income mobile home owners
by instantly de-valuing the worth
of their mobile homes.

a létter llke the one below and

send or fax it to your Senator. Please.
get other persons in your park to,:}{{j:_ -
vsend smular Ietters

out the State of California.

Frank Wodley, President

What CoMCf CA netvds you towg 785 -high as they choose whenever

of “tnobilehome’ resuienfs through-

AB 761 PLEASE OPPOSE
4
Dear Senato ? Q(A!O

Please vote NO on AB 761. One
million Californians who live in
mobile homes need your support.
The state has a crisis of afford-
able housing, but AB 761 would
remove rent protections from
hundreds of mobile home parks
all over the state. AB 761 will
allow park owners to raise rents

le~home changes hands It

201 OV‘PRI ORI T Y BILLS contmued from page 4

4

NEUTRAL

ed with more substance.)

\.

(Spot bills are “placehaolder” bills that will later be amend-

AB 2321 (Nava) Land use: subdivisions: mobilehome
- Spot Bill

parks.

SB 1047 (Correa) Property taxation: mobilehomes. -

=T0 01794

: o . Spot Bill
AB 2029 {Cook) Mobilehomes: annual registration fee.
Would exempt certain very low-income households from
paying the HCD annual registration fee.
winhaitar anmaraliduy Auamail- ramaral@vahan.com THE VOICE (CoMO-CAL) Page 5
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City of Thousand Oaks
N0 " .Y pcwﬁ?—

September 16, 2010

L

Denise Eddy
2694 Thunderbird Drive
Thousand Oaks CA 91362

SUBJECT: Thunderbird Oaks MHP Rent Adjustment Application 2010

60 : 114y 0€ daspie

ITR2WE0TIALE AL
SHYC OHYSNOML 40 AL

Dear Denise:

The Community Development Department has received your letter voicing concern
about the rent adjustment application submitted by the owner of Thunderbird Oaks
Mobile Home Park. Our office has also received many letters from other residents of
the park expressing similar concerns. The apprehension expressed in your letter is an
important reminder of the purpose of the City's mobile home rent stabilization
regulations.

| would like to explain the process moving forward. City staff is currently reviewing the
application, verifying figures, and consulting with an expert in the fieid of mobile home
rent adjustments. City staff will make a specific recommendation in its staff report to the
Rent Adjustment Commission regarding the application. This report should be available
to the public no later than October 1, 2010. At the October 5, 2010 hearing, City staff
will present its staff report and recommendation to the Commission. Then the park
owner will have an opportunity to present evidence in support of his application.
Residents and other members of the public will also have an opportunity to speak and
present evidence at the hearing. Once public testimony is completed, the Commission
will deliberate and reach a decision on the application. The decision may be appealed
to the City Council.

You are encouraged to state your concerns, provide evidence, and even offer
alternative methods of calculating fair return at the hearing, either on your own or in
concert with other residents of the park. It is recommended that, if you are going to
provide detailed evidence or alternative methods of calculations, that you submit this
information to the City prior to the end of the business day on September 28, 2010, so
that it can be included in the packet that is provided to the Commission prior to the
heanng :

I also want to take the time to explain the City staff's role in this process. City staff is not
an advocate for either the residents or the park owner during this process. City staff's
function is to ensure that the application is processed and analyzed in accordance with
the City's ordinances and regulations, as well as applicable state and federal case law.
The law in this area is complicated and involves rights afforded to the park owner under
the United States Constitution and Supreme Court precedents. The City Attorney's

2100 Thousand Oaks Boulevard & Thousand Oaks, California 91362-2903
Building Fax (805) 449-2575 & Planning Fax (805) 449-2350 & Housing/Redevelopment Fax {805) 449-2330

Printed on recycled paper



Thunderbird Oaks Mobile Home Park
September 16, 2010
Page 2

Office is working closely with Community Development staff in the review of this
application, and preparation of the staff report to be subnflitted to the Commission. City
staff must consider all.of these factors in rendering a recommendation to the
Commission.

Again, thank you for your correspondence. Your letter will be included as part of the

staff report for the Rent Adjustment Commission. If at all possible, you should attend
and participate in the public hearing scheduled for October 5, 2010.

Sincerely,

Russ Watson
Housing Manager

cd: Christopher G. Norman, Assistant City Attorney

~CTO 01796
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RentAdﬁ B C}\NNRE-‘
pta sgln

sliving in our nelghborhood
y, a retired registered purse.+ ;
stabilization ordinance is:
protect us against these
and Thunderbird should  itsit
ad to proceed with such béfo
cse” | CH
i that seniors re- b
medical care, medi-
ties to survive when
nt increases. :

a if . thie. proposed rent jn -
8 through His rent of $373:40% mionth: |

CTO 01798



o | @75%’/4,#/0

| fép%/ﬂu%ﬂ ' 27 458 L _

S G2 LA sin

00000000






W/émf&/a o
oo = TBn LGS

P
| CW/‘/”W %Ajﬂmjab ///&Z/m ﬂ%ﬁé&wj—




OOOOOOOO



TO: Russ Watson
City Of Thousand Oaks Housing Division
2100 E. Thousand Oaks Bl.
Thousand Qaks, CA 91362

From: Ronald M. Fox
112 Comanche Ave.
Thousand Oaks, CA 91362

Subject: Proposed Rent Increase Thunderbird Qaks Mobil Home Park

Dear Mr. Watson, [ have been a resident of Thousand Oaks for approx. 18 years and
reside at the Thunderbird Oaks Mobil Home Park. Like all residences of the park, we
live on strict and or limited incomes. Going through a ressission even ad’s to our burden.
In today’s economy asking for a $323.00 increase in rent is nothing less then selfish and
self serving.

The hardship this would cause would be devastating to me and all residences of the park.
If such an increase was allowed, it may force me to sell my home, if, in fact we would be
able to see our homes at all or take such a financial hit on them, that we may loose
everything. The owners of the property already receive a two percent increase in rent
every year, ] have not received a wage increase in the past three years and those-who are
on Social Security have not received an increase in the past year.

I am proud to say that I am a Thousand Oaks Resident, [ am proud of all the departments
and city employces that serve me from the clerks at City Hall to the Police and Fire
Departments as well as our city management team. I truly implore you not to grant any
rent increase due to the devastating effect it would have among all of us who reside at the
Thunderbird Qaks Mobil Home Park. Thank you so much for time and consideration in
this matter.

Respectfully Submitted, |
D

CTO 01803

Ronald M. Fox



Could you please include and attached to the staff report that will be presented on
October 5™, 2010 (or the appropriate date if for some reason this meeting is postponed) in
reference to the Thunderbird Oaks Mobil Home Park rent increase proposal. Thank you
for your time and consideration.
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TO: Amy Albano
Thousand Qaks City Attorney
2100 E. Thousand Oaks BL
Thousand Oaks, CA 91362

From: | Ronald M. Fox
112 Comanche Ave.
Thousand Oaks, CA 91362

Subject: Proposed Rent Increase Thunderbird Oaks Mobil Home Park

Dear Mr. Watson, I have been a resident of Thousand Oaks for approx. 18 years and
reside at the Thunderbird Oaks Mobil Home Park. Like all residences of the park, we
live on strict and or limited incomes. Going through a ressission even ad’s to our burden.
In today’s economy asking for a $323.00 increase in rent is nothing less then selfish and
self serving.

The hardship this would cause would be devastating to me and all residences of the park.
If such an increase was allowed, it may force me to sell my home, if, in fact we would be
able to see our homes at all or take such a financial hit on them, that we may loose
everything. The owners of the property already receive a two percent increase in rent
every year, | have not received a wage increase in the past three years and those who are
on Social Security have not received an increase in the past year.

I am proud to say that I am a Thousand Oaks Resident, I am proud of all the departments
and city employees that serve me from the clerks at City Iall to the Police and Fire
Departments as well as our city management team. [ truly implore you not to grant any

rent increase due to the devastating effect it would have among all of us who reside at the

Thunderbird Oaks Mobil Home Park. Thank you so much for time and consideration in
this matter.

Res%%étﬁllly Submitted,
"‘"’L——M \
onald M. Fox M@
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Could you please include and attached to the staff report that will be presented on
October 5™, 2010 (or the appropriate date if for some reason this meeting is postpened) in
reference to the Thunderbird Oaks Mobil Home Park rent increase proposal. Thank you
for your time and consideration.
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RECEIVED

City Attomey’s Office
City of Thousand Crks

Umy Qlbane
Fheusand Oaks City Attoxney SEP 08 2010
2100 €. Thousand Oals Blud.
2100 E. Thousand Caks Bivd.
Gheusand Oafs, CQ 91362 Thousand Oaks. 724 91362
(805) 449-2170
Dear Umy Albane,

J am uwmiting this pevsonal letter to appose the UNFAIR RENT INCREASE for
TFhundexbind Oaks Mobite Fome Park. We moved inta the pank in bate December 2008.
We bave licen here for a vevy shent time and thexoughly enjoy the parte itself and the many
activities fox the serions.

We ewned propenty in Thousand Oakes in the Sunset Fitls area for many years
from 1979 thue 2004, but lived in the San Dicge arvea from 1991 thue 2008. Cur son and
his family bought oun hame in Sunset Ftills and continue to live and enjoy the avea.

ftex my husband and T retived in 2006, we decided we wanted te be near our family and
chose to vetunn te the Thousand Oaks anea. Upon checking cut where ta neside, we
puchased a NEW mobite fiome in a senion park. We wene teld therve was “rent control” for
which we now fnow was unirue. We live on aurn combined Social Secunity and figured that
we would be abife to afford space neat of $525.00 (highest nent in the parfe, T might add )
as well as a smatl heme mantgage. We do NOT want to mafie anothen move and feel that
this prepesed nent incvease would mafie it nealy impossible to make ends meet. We axe the
“new senions on the block” and feel it is veny unfaix to naise eur space nent which is almaost
twice the ameunt paid by the oxiginal fame on this space, pesiod!

My fusband sexved sia yeans in the US militany in the 195("s to. protect aur countuy
and the infabitants within which includes the ownens of Thunderbind Oakis Mobile Fome
Park, the management campany that manages the mobife fiome park and the pecple in the
city government of Thousand Oalls. In additien, my fusband is a livex tvansplant vecipient
of siateen yeans and one of the pioneers of livex transplantation. He fas helped mang
theasands ef subsequent peeple who are buans plant necipients. Je is a handicapped Senior
citizen whe veburned to Thousand Cako to. be neax fis family and grandchildyen to. enjoy
for the nest of his life. T de not think that this increase is a vewand fox someone who has
given se much to Medical Science and the Umexican peeple.

(s handicapped senions who are living on a fired income, with continuing medical
expenses which alisosbs o fain pescentage of oux fixed income, it witl be veny difficult te
pay the additienal cwner’s vequested amount.

J nequest that this lettex be included and attached to the staff xeport that will be
presented on Uctober 5, 2010 (ox the appropriate date if for some neason this meeting is
postponed ).

Revie . Fueed, 110 Piute Dr., Thovusand Oaks , C 91362

CTO 01812
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PAULA & FRED GALLEGOS

2385 Thunderbird Dr. » Thousand Oaks, California 91362
805/373-0909 « Fax 866/624-2423

September 7, 2010

Russ watson

city of Thousand Oaks Housing Division
2100 €. Thousand Onks Blvd.

Thousand oaks, CA 91362

Dear My, Watson,

My husband and [ have been residents of Thunderbivd Oaks for the past 10 years. we
moved here with the intention of spending the rest of our Lives bn the heart of Thousand
orks. That this park is under Rent Control was one of the tnviting features of this
Location. n 10 Years we have seen our wmobile howe value peak with the houslng markeet,
and now shrink dramatically with the housing warket collapse. Homes sit for months and
don’t sell. Really, is this a good time to try to strong-arm seniors for wore of thelr precious
Limited income? The proposed rent increase for this park, if approved, will adversely bnpact
every persown here, but here is our situation:

Shortly after we woved here Y husband retired, and then proceeded to emncolnter pne

“health {ssue after another. From his nuwmerous surgeries to a hard-fought battle with

cancey, and ongolng treatments, we have had wore medical bills thaw the average
housenolol. Bven though we are fortunate to have good health insurance, the fact remains
that his retirement tncome s fixed and 1 have alwayjs worked on commission, so as the
economy) has deterlorated, it has divectly reflected on my) income too. | ca wt just tell my
clients that { need to make wore money, and pull it out of them. But that is what the
owners of this Park are trying to do. it takes both of us—two tncomes—to meet our
household expenses, and there are no fancy new cars and no wuch-dreamed of vacations.
(nstead, we average $1000 per wmonth tn medical expenses. Where do we out back — on food
or wmedical care? Where does a resident that is tving month-to-month get an extra $3222
per wmonth?

Senlor affordable housing should be absolutely preserved and protected. We request that
this Letter be entered Lnto the staff report for the October 5 wmeeting of the Rent Control
Board. _

TN an -
d07343g 4 LNt g- rRespectfully,

et g
oy W g- 38 g1gy @—«&, 4
V0 Qnysngy, 40 4451 Paula qau@f% 5



PAULA & FRED GALLEGOS

2385 Thunderbird Dr. « Thousand Oaks, California 91362
' 805/373-0909 « Fax 866/624-2423

RECEIVED

City Attomey's Office
City of Thousand Oaks

Septenber 7, 2010 SEP 08 2010

2100 E. Thousand O Bivd.
Amy Albano Thousand Oaks. - 4 91362
Thousand Oaks City Attorney (805} 44%-2170

2100 E. Thousawnd Ooaks Blvd.
Thousand Oaks, CA 91362

Dear Ms. Albane,

My husband and | have beew residents of Thunderbivd Orks for the past 10 years. We
moved heve with the intention of spending the rest of our Lves L the heart of Thousana
Onks. That this park is under Rent Control was one of the tuviting features of this
locatlon. (n 10 Years we have seem our mobile howme value peak with the housing market,
and now shrink dramatically with the housing market collapse. Homes sit for months and
dont sell. Really, is this a good thme to try to strong-arm senlors for more of their precious
Lbmited bncome? The proposed remt inerease for this park, if approved, will adverseLg bmpact
every person here, but here Ls owy sttuntion:

Shortly after we moved here vy husband retired, and thew proceeded to encounter one
health isswe after another. From his numerous surgeries to a hard-fought battle with
cancer, and ongolng treatments, we have had wore medical bills thaw the average
household. Evew though we are fortunate to have good health insurawnce, the fact remains
that his retirement income is fixed and thave always worked on commission, so as the
economyy has deteriorated, it has otirectLg reflected on my incowme teo. | caw'tjust tell my
clients that | need to malke wove money, and pull it out of them.. But that is what the
owners of this Pavk ave trylng to do. it takes both of us—two lncomes—to meet our
household expenses, and there are no fancy new cars and no much-dreamed of vacations.
Instead, we average $1000 per month bn medical expenses. Where do we cut back — on food
or wmedical care? wWhere does a resident that is Living wonth-to-month get an extra $322
per month?

Sewndor affordable housing should be absolutely preserved and protected. We request that
this Letter be entered into the staff report for the October 5 weeting of the Rent Control
Board.

rRespectfully,

;aul,a qat%/
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Susana N. Gomez CITY OF THOUSAHD QAKS

Thunderbird Oaks Mobile Home Park Z2010SEP 10 AMI0: 57
108 Apache ST. Space 106 | OMMUNITY DEVELOPHENT
Thousand Qaks CA 91361

Dear Mr. Watson,
{ am writing you this letter for the purpose of asking for your much needed assistance.

] am currently a mobile home owner at the Thunderbird Oaks Mobile Home Park. | first came to
our beautiful community in 1974. As a single mother of 4, 1 brought my children here to offer
them a better life. Although, at times, it was quite difficult to make ends meet, | feel blessed to
be able to say that after 35 years of living and working here, myself, 3 of my children and 5 of
my Grandchiidren, continue to live in the area today.

In 2001 | retired from my position as an Electronics Assembler for the Teredyne Corporation.

‘During that time | found it was necessary to sell my Thousand Oaks condominium and because

of the affordable lease, purchase my mobile home at Thunderbird Park. Once again, although
on a very fixed income, | felt fortunate to be able to continue living in my “home town” close to
my family and friends. { am now extremely concemned that with the recent threats to raise my

" lease by $322, almost 90%, | will find myself unable to afford my home.

CTO 01815

‘Mr. Watson, 1 have aiways prided myself on doing what is necessary to provide for myself and
my family. | am prepared to do the same today; however, at my age and with the current ‘
economy, | am afraid my options are limited. | am certain you have heard from or about many of
my neighbors expressing similar concems. Many of us are facing the reallty that we may no
longer be able to afford our homes.

As | write you this letter | am unclear of what or how you may be able to assist us, however, if
there is any advice or assistance you would be willing to provide, please know, | would be
forever grateful! Thank you for reading my letter and hopefully considering our need for
assistance. God bless.

Sincerely,

Susana Gomez



RECENED

Atomey's Office
C“gny of Thousand Oaks

Susana N. Gomez

Thunderbird Oaks Mobile Home Park

108 Apache ST. Space 106 SEP 10 2010
l | 2100 E. Thousand Oaks Bivd.
Thousand Ogks CA 91361 O, CA 91362

{805) 449-2170

Dear Ms. Albano,
| am writing you this letter for the purpose of asking for your much needed assistance.

| am currently a mobile home owner at the Thunderbird Caks Mobite Home Park.  first came to
our beautiful community in 1974. As a single mother of 4, | brought my children here to offer
them a better life. Although, at imes, it was quite difficult to make ends meet, | feel blessed to
be able to say that after 35 years of living and working here, myself, 3 of my children and 5 of
my Grandchildren, continue to live in the area today. '

In 2001 1 refired from my position as an Electronics Assembler for the Teredyne Corporation.
During that time | found it was necessary to sell my Thousand Oaks condominium and because
of the affordable lease, purchase my mobile home at Thunderbird Park. Once again, although
on a very fixed income, | felt fortunate to be able to continue living in my “home town” close to

my farmily and friends. | am now extremely concemed that with the recent threats to rajse my
lease by $322, almost 90%, | will find myself unable to afford my home.

Ms. Albano, | have always prided myself on doing what is necessary to provide for myself and
my family. | am prepared to do the same today; howsver, at my age and with the current
economy, | am afraid my options are limited. | am certain you have heard from or about many of
my neighbors expressing similar concems. Many of us are facing the reality that we may no
. longer be able to afford our homes. '

As | write you this letter | am unclear of what or how you may be able to assist us, however, if
there is any advice or assistance you would be willing to provide, please know, | wouid be
forever grateful! Thank you for readlng my iet:er and hopefully considering our need for
assnstance God b!ess '

Sincerely,

Susana Gomez

CTO 01816
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RECEIVED st 3 ;Ao

City Afforney’s Qffice
City of thousand Qaks

SEP 07 2010

% 2100 E. Thousand Oaks Bivd. -
&M % Thousand Oaks, CA 91362
() Y 7 _ (808) 449-2170
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2312 Arapaho Way
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September 13, 2010

Russ Watson

City of Thousand Oaks Housing Division
2100 E. Thousand Oaks Blvd.
Thousand Oaks, CA 91362

Dear Ms Albano:

We have lived in Thousand Oaks for 40 years. After we retired, we felt we no longer needed a large
house to live in. We had watched Thunderbird Mobile Home Park built and felt this would be a good
place to retire, that we could afford, that we would still be able to shop, have medical care and stili be
a part of Thousand Oaks for our retirement years and able to live on our own and within our means.
We picked Thunderbird Mobile Home Park with good faith that the City would respect the retired
people who have helped support this City for many years, and still do.

Many many people in Thunderbird Mobile Home Park and many other parks have felt safe and
secure in our respectable mobile home parks. There are many people, widows and widowers, in this
park and others who cannot afford this ridiculous jump in the rent. Many people would have nowhere
to go and would not be able to sell the mobile home for a fair price so that they could afford to live
anywhere else. Some might be able to pay it but | have heard them say they would not have money
left over for necessities, like medicine and food. Most mobile homes cannot easily be moved to
another place, but there would be no places to move that is affordable and under the rent control.

Thousand Oaks is a desirable place to live and none of us wants to leave, but does not have low
income housing for retired respectable people. It does, in fact, need more places that retirees can
afford. After all we do still shop here, support many causes, keep our same doctors and go to our
churches. Most of us have lost money in our investments that were to supplement us for the rest of
our fives. Where will this hike in rent come from?

Piease help these many good retired people to continue living in affordable housing. We will be
extremely appreciative.

| respectively request that this letter be included and attached to the staff report that will be presented
on|Qgtober 5, 1010 (of appropriate date). Thank you!

June and John Leadam
112 Apache Ave. Space 105
Thousand Oaks, CA 91362
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September 13, 2010

Ms. Amy Albano

Thousand Oaks City Attorney
2100 E. Thousand Oaks Blvd.
Thousand Oaks, CA 91362

Dear Ms Albano:

We have lived in Thousand Oaks for 40 years. After we retired, we felt we no longer needed a large
house to live in. We had watched Thunderbird Mobile Home Park built and felt this would be a good
place to retire, that we could afford, that we would still be able to shop, have medical care and still be
a part of Thousand Oaks for our retirement years and able to live on our own and within our means.
We picked Thunderbird Mobile Home Park with good faith that the City would respect the retired
people who have helped support this City for many years, and still do.

Many many people in Thunderbird Mobile Home Park and many other parks have felt safe and
secure in our respectable mobile home parks. There are many people, widows and widowers, in this
park and others who cannot afford this ridiculous jump in the rent. Many people would have nowhere
to go and would not be able to sell the mobile home for a fair price so that they could afford to live
anywhere else. Some might be able to pay it but | have heard them say they would not have money
left over for necessities, like medicine and food. Most mobile homes cannot easily be moved to
another place, but there would be no places to move that is affordable and under the rent control.

Thousand Oaks is a desirable place to live and none of us wants to leave, but does not have low
income housing for retired respectable people. It does, in fact, need more places that retirees can
afford. After all we do still shop here, support many causes, keep our same doctors and go to our
churches. Most of us have lost money in our investments that were to supplement us for the rest of
our lives. Where will this hike in rent come from?

Please help these many good retired people to continue living in affordable housing. We will be
extremely appreciative.

| respectively request that this letter be included and attached to the staff report that will be presented
on October 5, 1010 (or appropriate date). Thank you!

Jurig and John Leadam
112 Apache Ave. Space 105
Thousand Oaks, CA 91362
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ane Yeater MoCabe
2324 firgpaks floenae ;
Thoasard Duks, CA 91362

September 20, 2010

Mr. Russ Watsson

City of Thousand Oaks Housing Department
2100 E. Thousand Qaks Boulevard
Thousand Oaks, CA 91362

Subject: Rental Application for Thunderbird Oaks MHP

Dear Mr. Watson:

Andrew Hohn & Family, owners of Thunderbird Qaks Mobile Home Park, are so-
liciting the City for approval of an 83% ground rental increase for the Tenants who re-
side within the Park. For many of the Tenants, whose sole income is derived from so-
cial security, already exist close to the poverty line. Their home within the Park repre-
sents their largest investment, and their investment is now threatened. The Hohn appli-
cation has rendered their home unmarketable. The Hohn's application is based on his
right to receive a reasonable refum on his investment; a novel concept, indeed.

Receiving a reasonable return on your investment is not unnatural. F'm sure the
vast majority of the world's population is wondering “what happened to their invest-
ment’. Pessimism over the economy has pushed yields on savings to practically zero.
Rates of return on money market accounts are less than 0.5% per annum. Money
funds yield a microscopic 0.04%. “Risk-free” 10 year Treasury rates are at a record low
of 2.5%. But the Hohn Family somehow believes their desires should be elevated
above the rest.

What is a reasonable return on investment for an owner of a mobile home park
comparable to Thunderbird Oaks? That is the question. The answer is that compara-
ble parks in Southern California are earning between 3.5% and 6%, depending on loca-
tion and amenities. The average overall rate for comparable parks is about 4.5%. Not
a bad rate of return considering the state of the economy. If the Hohn Family is not re-
alizing a comparable market yield on their investment, then they should exercise pru-
dent management skills and reduce their expenses. Perhaps if Hohn replaced their

CTO 01888



To: Russ Watson
Re: Thunderbird Oaks MHP
September 20, 2010

current Management Company, which is located in Pinole, CA, their bottom-line profits
would dramatically increase. :

| certainly understand the Hohn Family has a right/engage any company they
choose to manage their property. By the same token, the residents of the Park should
not be obligated to subsidize any Company that charges a higher than market rate for a
comparable service. .But perhaps the “Family” has a reason for keeping this extrava-
gant expense onboard. [ wonder what it could be! Perhaps the Rent Control Commis-
sion should inquire.

I 'am requesting my letter be included and attached to the Staff Report that will be

presented on October 5, 2010, or the appropriate date should the meeting be post-
poned.

Most Sincerely,

Lealr 7 G

June Y. McCabe

CTO 01889



Vane Yeater MoCabe
252 Arapako Frenae
Thoasard Diks, CA 91362

September 20, 2010

Mr. Russ Watsson

City of Thousand Oaks Housing Department
2100 E. Thousand Oaks Boulevard
Thousand Oaks, CA 91362

Subject: Rental Application for Thunderbird Oaks MHP

Dear Mr. Watson:

Andrew Hohn & Family, owners of Thunderbird Oaks Mobile Home Park, are so-
liciting the City for approval of an 83% ground rental increase for the Tenants who re-
side within the Park. For many of the Tenants, whose sole income is derived from so-
cial security, already exist close to the poverty line. Their home within the Park repre-
sents their largest investment, and their investment is now threatened. The Hohn appli-
cation has rendered their home unmarketable. The Hohn's application is based on his
right to receive a reasonable return on his investment: a novel concept, indeed.

Receiving a reasonable return on your investment is not unnatural. I'm sure the
vast majority of the world’s population is wondering “what happened to their invest-
ment”. Pessimism over the economy has pushed yields on savings to practically zero.
Rates of return on money market accounts are less than 0.5% per annum. Money
funds yield a microscopic 0.04%. “Risk-free” 10 year Treasury rates are at a record low
of 2.5%. But the Hohn Family somehow believes their desires should be elevated
above the rest.

What is a reasonable return on investment for an owner of a mobile home park
comparable to Thunderbird Qaks? ' That is the question. The answer is that compara-
ble parks in Southern California are earning between 3.5% and 6%, depending on loca-
tion and amenities. The average overall rate for comparable parks is about 4.5%. Not
a bad rate of return considering the state of the economy. If the Hohn Family is not re-
alizing a comparable market yield on their investment, then they should exercise pru-
dent management skills and reduce their expenses. Perhaps if Hohn replaced their

CTO 01890
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To: Russ Watson
Re: Thunderbird Qaks MHP
September 20, 2010

Perhaps if the Hohn Family replaced their current Management Company, which is
charging them a hefty fee and is iocated in Northern California, their bottom-line profits
would dramatically increase.

| certainly understand the Hohn Family has a right engage any company they
choose to manage their property. By the same token, the residents of the Park should
not be obfigated to subsidize any Company that charges a higher than market rate for a
comparable service. But perhaps the “Family” has a reason for keeping this extrava-
gant expense onboard. | wonder what it could be. Perhaps the Rent Control Commis-
sion should inquire. '

| am requesting my letter be included and attached to the Staff Report that will be

presented on October 5, 2010, or the appropriate date should the meeting be post-
poned.

Most Sincerely,

< A ad

June Y. McCabe
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Page 1 of 1

Russ Watson and Amy Albano

City of Thousand Oaks Housing Division

Re: PROPOSED RENT INCREA SE/Thunderbird Oaks Mobile Home Park - for 55 years and older.

I REQUEST THAT MY LETTER BE INCLUDED AND ATTACHED TO THE STAFF REPORT THAT WILL BE
PRESENTED ON OCTOBER 5, 2010 (OR THE APPROPRIATE DATE IF FOR SOME REASON THIS MEETING IS
POSTPONED,

Dear Mr. Watson and Ms. Albano:

I am an 88 year old widowed woman living on Social Security, In 1986

. after my husband had an incapacitating stroke,
we purchased our mobile home within the Thunderbird Park. We believed this was q

s could be built, It was zoned specifically to provide affordabie housing for the
sity project. I estimate that currently, the owners of the park receive over

/000 per month). To request double that amount is an insult to the City who approved

elderly in exchange for such a high den
$800.000q year in rent (over $60
the high density zoning.

Since my husband’s death five years ago, I live solely on my Social Security of $1,342

It is an incomprehensible nightmare, that as I approach 90 years of age - instead of being honored and respected as a
human being, T am being threatened with homelessnessl

1 beg you to search your conscience and To take a strong stand against this unjust proposed increase.,
Sincerely, ém %7 ¢ 7Z Wﬂ‘?‘*” 6[‘//4// o

Elverna A. Mc Naboe, 2678 Thunderbird Dr. 100 G Qaks, Ca, 805 495 2663
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© 805-370:1428

CITY o Tunne ;
Marilyn Myall CTY GF THoUSAND GAKS

! -
Thousand Oaks, CA 913623211 DH0SEP 23 AR 10: 12
Wednesday, September 22, 2010

Russ Watson

City of Thousand Oaks Housing Div.
2100 East Thousand Qaks Blvd
Thousand Qaks, CA 91362

Dear Mr. Walson,

[ am writing you in regard to the Thunderbird Mobile Home Park announced rent increase of
$322.52 per month. We are all still in shock that the owner is bent on increasing our rent by a
staggering 80%. ' '

It is astonishing to me to fathom that during the worst economic collapse in my lifetime, the
wealthy owners of this park would be proposing such an untimely and unprecedented massive
increase in rent under a rent control ordinance which we thought was created to protect us and
prevent the dislocating effect of this very thing froin happening.

I am a “Senjor Citizen” on a fixed income that I worked very hard all my life to achieve. |
would not have a problem with the increase if I could turn around and arrange to have the Social
Security Administration increase my monthly income by 80%. But this they will not do.

Has Mr. Andrew Hon exhausted all opportunities to cut costs elsewhere? Has he made an effort

renegotiate contracts with his vendors in light of this economic crisis? Has he sought to cut '
energy costs? Seek better terms with insurance companies and bankers? It strikes me that he
should show that he has taken these steps before proposing a rent increase of this proportion.

This is an alarming and incomprehensible amount of money. If this rent increase is approved, it

‘would force myself and others out of our homes. It would mean thal we would not be able to do

the cherished things we seniors planned to do in our retirement -- to have the freedom to visit
our children and grandchildren and work for programs in the community and many other things.

I cannot understand why Mr. Hon would propose this at a time when I read in the paper today
that Catifornia has one of the highest unemployment rates in the country and that the ranks of
the poor ar¢ growing to peak levels. The poverty rate, according to the paper, is now 14%. —
that’s 43.6 million Americans in poverty. The highest since 1994. We seniors don’t want to
join this group. We don’t want to be pushed into poverty.

This proposal is insensitive to seniors. Mr. Hon can raise our rents to increase his income. We
have fixed incomes with no comparable way to raise our incomes by 80%. '

Please reject his proposal.

Sincerely,

Mandegrs Niyatl

Marilyn Myall



Marilyn Myall
o 2348 Arapaho #5
Thousand Oaks, CA 91362-3211

805-370-1428 Wednesday, September 22, 2010

Amy Albano

Thousand Qaks City Attorney
2100 East Thousand Qaks Blvd
Thousand Oaks, CA 91362

Dear Ms. Albano

I am writing in regard to the Thunderbird Mobile Home Park announced rent increase of
$322.52 per month. We are all still in shock that the owner is bent on increasing our rent by a
staggering 80%.

It is astonishing to me to fathom that during the worst economic collapse in my lifetime, the
wealthy owners of this park would be proposing such an untimely and unprecedented massive
increase in rent under a rent control ordinance which we thought was created to protect us and
prevent the dislocating effect of this very thing from happening.

[ 'am a “Senior Citizen” on a fixed income that I worked very hard all my life to achieve. |
would not have a problem with the increase if I could turn around and arrange to have the Social
Security Administration increase my monthly income by 80%. But this they will not do.

Has Mr. Andrew Hon exhausted all opportunities to cut costs elsewhere? Has he made an effort
renegotiate contracts with his vendors in light of this economic crisis? Has he sought to cut
energy costs? Seek better terms with insurance companies and bankers? It strikes me that he
should show that he has taken these steps before proposing a rent increase of this proportion.

This is an alarming and incomprehensible amount of money. If this rent increase is approved, it
would force myself and others out of our-homes. - It would mean that we would not be able to do
the cherished things we seniors planned to do in our retirement -- to have the freedom to visit

our children and grandchildren and work for programs in the community and many other things.

1 cannot understand why Mr. Hon would propose this at a time when 1 read in the paper today
that California has one of the highest unemployment rates in the country and that the ranks of
the poor are growing to peak levels. The poverty rate, according to the paper, is now 14%. —
that’s 43.6 million Americans in poverty. The highest since 1994. We seniors don’t want to
join this group. We don’t want to be pushed into poverty.

This proposal is insensitive to seniors. Mr. Hon can raise our rents to increase his income. We
have fixed incomes with no comparable way to raise our incomes by 80%.

Please reject his proposal.

Smcerely,

Marilyn Myall W
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14 Cheyenne Way
¥ Thousand Oaks CA 91362
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ecelia Norton
114 Cheyenne Way

Th d Oaks CA 91362
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Julie Pally
2614 Thunderbird Dr
Thousand Qaks CA 91 362-3245
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Julie Pofty
2614 Thunderbird Dr
Thousand Oaks CA 9136
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Russ Warssn - Sker (9, 2010
Cury or Trnousowd Oars Housmwe Divis jow
2100 £, Thoussns Oaxs Srvs,
THousavs Onrs, CA 97362
,’Qﬁ: /O;eopog&g; #3252,53 /QENTIMCaaE,qgg

DYy Sie,

IS:OE_UT ONE YeAarR CHECRING Ourtr 5;1//0& Wd)gfas -f/om& pAl/?.e:
AFTER My U cLe WAS Tors HE HAA PANCREATIC CANCER A 4 YEAR o
L1ve. APTER His pearmn 3 tws. AGo, T moves from San Dicsco vo £¢
CLoSER To my ARNT, WHO Has DemenTia.

Dssfvr&_ THE DIRT o norse oF 7HE 0] FREE—WA?’ I cHose
ma,UAEkz?heA O,qzqs SE.Ndo.Q Ma Bire Home PA&K BECAUSE T FIT /7D
My MEAGER BupeeT.

My §ocm¢ SEauR:r‘{ PAYS FOR MY MoRVEAGE, SPACE RENT,
AVL LTitiTIES, WHICH LEAVES mYy gff@a LOrk o PARY FoR FooA,
CAR MAINT. ANL TNSuR H4VCE, GAS, MELICAL , pPENTRLZ, HOME THNS,
SANA THXES,

77—//5 LEaves VERY LITTIE FoR FAm)Ly 6’-1/’:75/ ERTIVE LT
OR EVEN 4/ movie. I Clir COUPENE, OVLY By CLOTHE S OMN S42E
oR Ar THRIFT STORES AND CutT my owp HAIR EVERY CTIHER TIME,
T/n ctose +o TELLING MY Famity — NO MORE Eirrs FRom ME,

=

THE Vatue of my mossie Home MAS DROPPEA V00,000 ANS MYy
HO0/K 15 Doww 30% Erom wiew T moves T YRS, AsoO.

I C}w;- FINANCIALLY HELP EITHER O0F MY CHILOREN , (WHo BoTH
+HAave MS. My sow 15 104 WHEELCHRIR FULL TIME NOW ANA HAD
TO QuIT WORKING Tins Year AT 7HE AGE of 52. My Daven ret
2‘7’4.45 TO SHORTEN HER WORKING MOuRS AT ALE 4S. THEIR /Zﬁm
canr nece 7em! Auvs tuey cant nece THere Mom!

My FiadancraLl POSITION, AS BADL As T s, Z Know IS

BETTER THAN A LoT 6F TENANTS AT Tnumscesies Ogics .

f’iﬁéﬁ924
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Bur vow THe GREED oF 7rve Rich Park ocwwen (s |
THREATEY INGC TO ENA UL Wit MANY OF WS HAVING To SELL
AT AN EVEN BIGGCER LOSS THAN AAS ALREADY HAPPENES Lo tTH
THE boww /Q,EALL Esrare ﬁmwk&v; BECAUSE A)p swe wiLL WAUT

TO PAY THE HIGHEST RENT o0& AvY SEmiIoR Farie 100 7ie Coupry

ALONG WiITH PUTTIVG WP 0 ITH THE DIRT ¥ Nolse oF Jie (O] Hwy.

LUHAT.% THE CWMNER GOING T6 DO WITA A4 HALFE EMPTY

PARIC THAT HE (ST GETTING ANY RENT From, BECAUSE

PECPLE HAVE To (WALK ALY from THEIR LIFETIME

IWVESTmENT WIHEN THEY CAMT GET (T Sols,

Owe RENT SHOULL BE LHWEREN N TIMES LIRE TH.S,
NoT RAISEN (//v mYC'ASE_)éé % {11/ /DA,&/-?SE VoTe /UO//

HOW WouLh You FEEL iF YOUuRrR GARMAMUTHE& LIVEA Acpe ?

L 4am REQUESTING THAT THIS LEITER BE INCiLnEl
ANDL ATTRCHEDL TO e STAFF RELPORT THAT wicl BE

rPreESewTEA on Ocroser 5, 20/10 (0R THE 4PPR0PRIATE
DATE IF for Some REASeN THIS MEETING 15 fas'rPcan}f—:A)r

Bwely . 2t

5&!/[:«?.1-# @ Forreq - Ace 75"
el Monqwex Ave, - Lor /25"
T Housqus (Q‘HC.S" Ch 91362
05— 418~ Joté |

/%s‘fé 2




Amy ALgano OrPT (9, 20/0

Tiowsans Caies Cirry Aroaney
X106 &, Theusavs Oawrs {Stup.

Ttrous ans 044&5, CA 9/36 2

NE! PMPOS&A 3{392.?.53 /?em I"NCQEAS.«;
ar THuwoersiks Oaks Seyion Moaie Home Brex

bezm A 7,

L spent ome year cdEckive ouT Secwivr Mosne Home Prrrs
AFTER MY UNCLE WAS TOLA HE HAD PANCREATIC CANCER ANA 4 FEar
70 Lwve. AFErer His Dearw 3 yas. A@&,IMQUEA FRrRoM SAN./B/E@)J
7o BE CLoSER 7o MY ¢4u,ur, WHO HAS DEMENTIA.

bfsﬂ;rﬁ THE DiRT ¥ Wa/se oF THE [0/ FR&EWA'{ -.Z-cz-/osr:
Truvsersirs Oaks Sepiog Mosic Home Prer pe couse 17 frr

NTC my MEACER BulCer,
,M‘r SocmL SEC’JA’-RIT‘Y PAYS FoR MY MORTGAGCE , SPACL RenuT

ANA LeTieg TIES, WickH Leaves mY ‘g{é‘oo GIIK TO PAY For Foods,
CAR MAINT. ANS rVSURANCE, GAS, MEDICAL, DENTAL, HOME (s,

ANs TAXES,
7#/.5' LEAVES VERY LivTie FoR FAMILY GIFTS, EATING OurT

OR Evenw A Movre, L ClUP Couons, o4ty Bay CLo7HES oN Shce
OR AT THRIET STORES AND CuT MY oww HAIR EVERY OTHER TImE .

_‘27;6':05'& TO TELLING MY FAmi LY — No MpRE GIFTS £rom me. .
T He vacue o my mosie Home HAs Drorees “‘%@@gﬂ@o

Ans my HOIR 15 boww F0%. From wuaew I meves 3 ves, 4o,
L cavr Flyanvciaity HELP EITHNER 0F MY CRILAREN, WHo

Bore Have MNS, M‘f Sow /S iN A WHEELCHAIR Futl TIME New
AN MY b.-:}aé’-urf,& HAL 7O 5 Hor7EN) HER WoRKINL HoUrRS Mow AT

/,Oqg,(-; c/o 01926
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At HS, Their Nom cavr NELP THEM ’ /)/UA THEY CANT HELP
71218 Mom !
MV FiNaNciaL PUOSITIou, AS BAAAS IT /s, L rewow ts

BETTrEeR 7HAN A Lor oFf TENANTS At THu.Amf,esieo CQA/::, Bar Mow
THE GREED or rhe RICH packe owwed 1S THREATEMING To £MD
AP WITH MANY 6F us MHAVInG ro seer AT AN EVEN Bilecger LOSL 7#)@”

HAS BLREABLY HAPPENEAL LWITH THE Doww /{yfm_ Lsmare mpnker,

BfcAuse NO oNE WILL WANT 1o PAY THE ‘HTGHE.ST RENT oF avy

Semen Farik v 1ie County ALonG With Purmvé up wimh THE
Dirr ¢ Noise oF e [0) frecwaY. |

WHHTE» THE SWNER GotMNG TO Db WITH A NHALE emPTF

!
FARK THAT HE ISNT GCETTING AMY RENT FROM, BECAUSE

Peofre Have To wack Away FRom THEIR LIFETIME (NVESTMENT
WHEN THEY cANT GET IT Sotd,

Our RENT SHouts B [OWEREA IN TIMES LIkE THIS,
NoT™ RAISED £&'% As 1w mycase. PLEASE VOTE No/l/!

/L/o”w Wowued You FEEL (F FYourR GRAMAMOTRHER LIVEM HERE ‘?
I\Am REQRUESTING THAT THis LETIrER BE INCEUALN AUA
ATTACHED TO THE S7pce KEPorT TIHAT lwitl BE (PRESENTEA SN

Ccroser 6": =20 /0 (/DR THE APPROPRIATE DATE IFf For Some

REASen THIS MEETINE /5 POSTP@M&D)w

Bevery G, Forree - AG& 75
211 Mourawr Ave. - Se. 125

Thousana Odws CA 91342
S05 - Y91&- 70l




Bob & Gloria Prehmus
120 Comanche Way, Thousand Oaks, CA $1362
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Bob & Gloria Prehmus

120 Comanche Way, Thousand Qaks, CA 91362
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SEPT |1, 2010

Russ WATSON
CITY OF THOUSAKND BALS HOUSIVG PIVISION
2Lioo B. THOUSAND OARKS BLVD

THousSand OAKS, CA QIal2

T HAvEe PEcnN A RESIPENT OF THUNDGRBIRD OAKS
MO PILE HOME FoR 18 YEARS. IT NHAS ACCN A VERY Nick
ExpPerR) CMCE UINTI L., .. oD LIVES LLCRE SHATTCRCD LWITH
A REEGULST FOR A REMT INCRCASE ©FF #$32222 PEL. MOMTH
TUATS AN MEREASE oF BO %, TUAT'S #LIECoO PEL YEAR |

WHY DO THEY WAMNT IT AU AT OMNCE! NoNG ofF US
ARE BUDLGETED For SUCH A PrACONIAN | NLRCASE: IS
THGIR GOAL To FORCE Us OUT OF CUR HoMES? WHAT IS
THE(R BUTEMT ! T KNow ... BUSINGSS 1S BUSI NGRS BUT
SOMEHOW CoMMop SEMSE AND PECSNEY SHoULP PrLVAIL,

MBKY OF TH& RESIDOMTS AR M ILL HEALTH ) SOME
AL INCAPACITATED ; SOoMG NeE€D CARE—GIVC eS8 AND MOST

HAVE THE PRRSC MIMIMUM OF [AJCoME TUST To GET BY -
Yoo ARLC ALL GOING TD BE SBpANORS SOMEDAY AMD T HoOPE
YOoU DON'T HAVG TO GO THROUGH THIS ACONIZING AND
DISRUPTINVE SILTUATIOMN,

S RCERBLY

Mﬁw

T REQUCST THRAT THIS L<ITER pC tUc_t_ch.D Ar]D
ATTACHSD T0 THC STAFF RefoerT THAT Wite RE
P&Gs:.wr:opmc M&Chning ScHebLED Roe. Ot 5, 2010

CTO 01930



SEPT 17, 2010

AR MN ALPRANOD
THOUSAND ¢ Aas CiTY ATTORN G

T HAVE PEenN A RESIDPENT OF THUNDGRBIRD OALS
MOPBILE HOME FoR 18 YESARS. T HAS BCON A VERY NICE
CX PR} CMNEC UMNT L., HoD LIVES WERE SHATICRCD LWITH
A REGUGST ROR A REMT INCRCASE ©FF #322.22 PEf M0UTH
T ATS AN NERCASE oF B0 %, THAT'S #bIEOCO PER YEAR !

WHY DO THESY WAMNT IT ALL AT ONCE. NoN& ofF US

- ARE PUDGLTED FOR SUCH A PRACOINIAN | NLRCASE: |5
 THCIR GOAL To Foeth us OUT OF oUR HOMES ? WHAT 1S
THE(R WTeT ? T KNow ... BUSINGSS 1S BUS)NGSS BUT

SeMeBOW CoLirp)) SEISE AND PECTSNCY SHoulP PREVAIL,

MRBRIY OF TH& RESIDCATS ARE. |M ILL HCaAlLTH | SOME
APG INCAPACITATED | SoMe NeeD C&Rﬁ*al\fc.a__%- AMD MOST

HAVGE THE Bhee MINIMUM OR (A CaML JUST To GBT BY -
Yoo ARLC ALL GOING TO BB SBANORS SOMEDAY anD T HOPE

Yod DONIT HAVE TO GO THRAULH THLS ACONIZING AND
DiSRUPTIVE $ITUATIOM,

S CEREB LY

M@%

F REQUCST THRAT THIS L<I9TER pC IMNcLupcp AND
ATTACHSD 10 THC STALF ReforT THAT WiLL RE
Pmc;sc:rm-::opmc MeCrineg GC.H:D(J:_GD Roe OcT S, 2010

CTO 01931
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o _my___qmgm'c_an dream !

| TIma res'rdgnfq_[mousqncf Oaks for 33 years.

~—t — Cod bless cmerica, god bless __yar__gj.__«{_g_

' Bn’giffe Schalke
2623 Mohawk -~ Ave
d Oaks,

- Jeompuders. My first step on Clm_ﬁfiCQl_?SOLY.HCLSA.SO__QV&[_J‘{_@/H’&—;HQ._._

0 (0bS 1o help my son frue colla e and university and e
S 2 my e o

s covered with dark clouds My monthly ircome s § 760.00__

America

rent increase ?...?Ee_m/y__ffay_qgi_t'ig_;buﬂdi}z_m%h&ad_b_q_m%
| Please help me to. live the rest of my ife the cmerican dream
_inpease. |

\Nas alnays my dreamicnd. Livine Lin_communist east germeny
yS my g A

- ptith emotions, T weni on.my Knees. kiss the ground and subble
Lcqu__b_.aby__.__Am.en’ca_,_,{hg__&laac[__af___ﬁee__dom_aacf.gp/;oz_igad_yi.___.¥_H_._
. {become cure n_cuf.__rgmel_qa;il__/ﬁe___leme_fbg_(gﬂggcgeﬂll&o_tﬁ _______________

—{beccme proud emerican cifizen. Bud now me _american dream

4 DearMy. Wotson 7@5&”%62 _______________

ras el on carth . Afier many hindrance 4o jurmp and fighting
e years with the.easi german goverment, T finely could leove
. |the yiron curtain /fm'fh__rzvy A year old son in 1977, sithno

_|money and g_oen_g_[r'sh_.__M'{/_z__ou{_ibef_v__eﬁp_gfBcsidmi;@zmy_fa_ﬂe(__ S
{this iouldn be possible. Ne bin exchanged for modern

—{social secuity, it’s very hard now, how T survive a § 322 .

| Pease aloch his o the Stef Rt



Brigite Schalke
2623 Mohawk-Ave.
Thousond Oaks,
Dear Mrs. Albano Ca 9362
L Sepz‘ /3/20/0
My ometicon dreem ! R
_ITma resident of Thousand (aks for 33 years . America.
was always my clreamland. Living in_communisl eas! germony.
| was hell on earth, ﬂﬂer many. hindrance to Jump and fi fi g/zfmg
for years with the .efsf german govermend, T finely could leave
- jthe  dron curlain with my 4 year old son in 1977, xith no
. ymoney, and o english . Nith oul the help of Residen] fimm, 2y Corter
_Hhis wouldn | be possible. Ne bin. exz:/mngec/ for modern
- computers, Ml firsi step on emerican soll was so ovesnelming
with emotions, T werl on my knees , kiss #he_grouad cnd subble
like o baby. America, the loncl of freedom cnd cpportunitys
become oure new homelond . We lerne the language . T work
. {two jobs 1o help my son true college cnc wniversity ondwe
become proud cmerican citizen., Bud nou my american dreom
(s covered with dark clouds. My menitly income /s £ 760,00
scial security 2 s very hard now , how T survive a § 322.0)
rent increase © The only way oul (s a bullet in my head . B
Hlease help me to live the rest of my life the amgrrcan__dmm,,,,, R,
m pease

Cod 61ess america, gocf b/ess you all r

A /%

Hlease cttache +his 1o the Staff repbrf !.[ !
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Russ Watson

City of Thousand Oaks Housing Division
2100 E. Thousand Oaks Blvd.

Thousand Qaks; Ca. 91362

Please include and attach this letter to the staff report for the appropriate meeting.

Dear Mr. Watson:

My name is Barbara Sharpe and I live in Thunderbird Oaks Mobile Home Park (@ 2300
Arapaho Way, Thousand Oaks 91362. I am 67 years old. T have lived in the Conejo
Valley for 36 years.. 1am on Social Security only and I am disabled.

I'moved to Thunderbird Oaks 2 yrs. ago knowing that because this park is under rent
control there may be a small rent increase each year. This was all calculated into my
budget to be able to afford to live here and eat.. I felt good about buying a mobile here
and assummg a payment on it plus monthly rent. I 1ntended to live out the rest of my life
hefe: - o i : .. . L

That has all coime crashing down with the proposed rent increase of $322.50 PER
MONTH

I‘cannot work to get the money to.pay-for a rent increase.. .. ...

Social Security will not be enough to pay for it so my only optlon is to sell the mob1le
though I seriously doubt there is any way I will find a buyer for it with the proposed rent
increase. With the market down so much; I probably owe more then [ lmght be able to
sell it for, which means I will just have to abandon it.

I am sure many others here are in the same position.

This is not a high rent district being right under the freeway with its noise and pollution.
I am willing to put up with all that as long as I can afford to live here. The proposed
increase might force me out to a homeless shelter and I just can’t handle the thought of
that. '

I am not sléeping at night, so worried about what will happen. This situation is
devastating'to me. T atn close to tears most of the time trymg to think of what to. do to
_'save my 11fe R : - :

.....

s

‘iMost of the tenants of thlS park'are women on a very ﬁxed low mcome who have *
_110 here else to go.

3PLEASE help us- FEREENE =530 L B ok LRSI L BT R




Amy Albano

Thousand Oaks City Attorney
2100 E. Thousand Qaks Blvd.
Thousand Qaks, Ca. 91362

Please include and attach this letter to the staff report for the appropriate meeting.

Dear Ms. Albano:

My name is Barbara Sharpe and I live in Thunderbird Oaks Mobile Home Park @ 2300
Arapaho Way, Thousand Oaks 91362. Iam 67 yearsold. I have lived in the Conejo
Valley for 36 years.. Iam on Social Security only and I am disabled.

I'moved to Thunderbird Oaks 2 yrs. ago knowing that because this park is under rent
control there may be a small rent increase each year. This was all calculated into my
budget to be able to afford to live here and eat.. I felt good about buying a mobile here
and assummg a payment on it plus monthly rent. I 1ntended to live out the rest of my life
here. . o Gl

That has all conie crashing down with the proposed rent increase of $322.52 PER
MON TH

F¢arinot work to get theimohey to pay for-a rent increase. $ocial Security will not be

_enough to pay for it so my only option is to sell the mobile, though I seriously doubt there
is any way I will find a buyer for it with the proposed rent increase. With the market
down so much, T probably owe more- then T might be able to sell it for, whlch means.I will
just have to abandonit. . :

I am sure many others here are in the same position.

 This is not a high rent district being right under the-freeway with its noise and pollution.
I am willing to put up with all that as long as I can afford to live here. The proposed
increase mnght force me out to a homeless shelter and I just can’t handle the thought of
that. -

I'am not sleeping at night, so worried about what will happen. This situation is
devastatmg to me. Iam close totears. most of the time trymg to think of what todoto
save my llfe S - o o

Most of thetenants of thrs pa.rk dre: women ona very ﬁxed low Income Who have
nowhere else to go.

‘PLEASE helpfus® ¢ CEE U SN R ALY ek SECEALRE G Byl

‘Thank you so much for taking the time to read my letter.
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September 12, 2010

Russ Watson
City of Thousand Oaks Housing Division

2100 E. Thousand Qaks Blvd.
Thousand Qaks, CA 91362

RE: Thunderbird Mobile Home Park

Dear Mr. Watson:

I am a three year resident of Thunderbird Mobile Home Park. I sold a home I owned in another
state to be near my family so'l could watch my grandchildren grow up. When I purchased here
at Thunderbird it was with the belief that T could live here the rest of my life...my final move so
to speak. I was skeptical abdut purchasing'a mobile home but was assured that this property was
zoned as Mobile Home Park, the use was for mobile homes, that the owner has it written in his
will that it would remain a mobile home park, and that it was under rent control. This gave me
some assurance that there were protections in place that would allow me to consider this my

permanent home.

I was working part-time when [ moved in, but with the economy starting to take a down turn I
reasoned that with having paid cash for my home, and owning an older car, my expenses could
be kept low enough that if I was careful, I could pay my rent and barely live on my only income -
Social Security. This is the situation [ am in today and the notice of a $322 a month rent raise
from A.V.M.G./Hohn has me terrified. I do not have the income to pay rent, my other bills and
by food. I do not have an extra penny at the end of the month. I don’t know what I will do. I

don’t know what other people will do here either.

I am hoping that the City of Thousand Oaks will protect its citizens, but the specter of what is
happening to the people at Concjo Mobile Homne Park is hovering over us.

Torac.

Nancy Tamarin
2355 Arapaho Way #137
Thousand Qaks, CA 91362

I
u

Sincerely,

8T :01KY #) 4330107

ENTWOT3AIT A LI
SHVO QHYSNONL 40 ALl
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_ RECEIVED
City Aftorney’s Office
Cily of Thousand Caks

September 12, 2010 SEP 14 2010

2100 E. Thousand Qqks Bivd.
Thousand Oaks, ™2 91342
(805) 4., n

Amy Albano

Thousand oaks City Attorney
2100 E. Thousand Oaks Blvd.
Thousand Oaks, CA 91362

RE: Thunderbird Mobile Home Park
Dear Mr. Watson:

I am a three year resident of Thunderbird Mobile Home Park. I sold a home I owned in another
state to be near my family so I could watch my grandchildren grow up. When I purchased here
at Thunderbird it was with the belief that I could live here the rest of my life...my final move so
to speak. I was skeptical about purchasing a mobile home but was assured that this property was
zoned as Mobile Home Park, the use was for mobile homes, that the owner has it written in his
will that it would remain a mobile home park, and that it was under rent control. This gave me
some assurance that there were protections in place that would allow me to consider this my
permanent home.

I was working part-time when I moved in, but with the economy starting to take a down turn T
reasoned that with having paid cash for my home, and owning an older car, my expenses could
be kept low enough that if I was careful, I could pay my rent and barely live on my only income -

~ Soctal Security. This is the situation I am in today and the notice of a $322 a month rent raise
from A.V.M.G./Hohn has me terrified. I do nothave the income to pay rent, my other bills and
by food. I do not have an extra penny at the end of the month. I don’t know what I will do. I
don’t know what other people will do here either.

I 'am hoping that the City of Thousand Qaks will protect its’ citizens, but.the specter of what is
happening to the people at Conejo Mobile Home Park is hovering over us.

Sincerely,

Nancy Tamarin
2355 Arapaho Way #137
Thousand Qaks, CA 91362
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Mr. Russ Watsson

City of Thousand Oaks Housing Dept.
2100 E Thousand Oaks Blvd
Thousand Qaks Ca 91362

Mr. Watsson, the Hohn family’s solicitation for approval of an 83% ground rental
increase for the tenants of Thunderbird Oaks Mobile Home Park is ungrounded. The
Hohn family new of the rent control on this property when they bought it and the
purchase price reflected this restriction. They are now trying to circumvent this restriction
to further their own interests regardless of how it will affect the lives and long term
investments in the park of all of the tenants.

The Hohn family is paying over market prices to a Management company that is
probably owned by them or connected to them in some way to try to make it look like
they are making a smaller profit. I think the city needs to look into this.

The results of and increase in rent for the tenants of the park would be devastating. The
long term investments in the purchase of their homes would be erased at a time in their
lives when it is too late for them to recover. They have timed their attack well right in the
middle of the largest recession our country has gone through in the last 70 years.

['urge you to deny the request.

Thank You
Greg Turner

CTO 01963
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Pramrudee Whitmore

2481 Arapaho Way #130
Thousand Oaks, CA n91362
September 20, 2010

Mr. Watson,

I live in Thunderbird Mobile Home Park for seniors for the past eight years. 1
was fortunate to be able to move into this park.

My monthly Social Security check is very small. Medical helps with my health
- benefits.

If the rent is increased to $322.52 a month, I can become homeless, since I will
not be able to afford this higher amount.
Please attach this letter to the staff report for your October 5 meeting.

Thank You,

.

CTO 01966
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September 18, 2010

Russ Watson

City of Thousand Oaks Housing Division
2100 E. Thousand Oaks Blvd.

Thousand Oaks, CA 91362

Dear Mr. Watson:

I am writing this letter in response to the proposed $322.52 per month rent increase at
Thunderbird Oaks Mobile Home Park. My name is Lupe Zavala (age 74) and [ live on a
fixed income (social security income of $1,152 only). Currently, I am responsible for my
monthly rent and utilities of $570. This does not include food and other expenses.

In addition, I am responsible for supporting my 47 year old daughter who does not work
and this is an additional expense for me. '

As you can see, a monthly increase in rent of $322.52 would create a tremendous
financial burden on me. In fact, any increase in rent would create a tremendous financial
burden on me.

Therefore, I request that your office deny any increase in the monthly rent at Thunderbird
Oaks Mobile Home Park.

Sincerely,

Lupe Zavala

120 Navajo Way

Thousand Oaks, CA 91362
Thunderbird Oaks Mobile Home Park



September 18, 2010

Amy Albano

Thousand Oaks City Attorney
2100 E. Thousand Oaks Blvd.
Thousand Oaks, CA 91362

Dear Ms. Albano;

I am writing this letter in response to the proposed $322.52 per month rent increase at
Thunderbird Oaks Mobile Home Park. My name is Lupe Zavala (age 74) and I live on a
fixed income (social security income of $1,152 only). Currently, I am responsible for my
monthly rent and utilities of $570. This does not include food and other expenses.

In addition, T am responsible for supporting my 47 year old daughter who does not work
and this is an additional expense for me.

As you can see, a monthly increase in rent of $322.52 would create a tremendous
financial burden on me. In fact, any increase in rent would create a tremendous financial
burden on me.

Therefore, I request that your office deny any increase in the monthly rent at Thunderbird
QOaks Mobile Home Park.

Sincerely,

Lupe Zavala

120 Navajo Way

Thousand Oaks, CA 91362
Thunderbird Oaks Mobile Home Park

CTO 01970



Page 1 of 2

From: Russ Watson

To: Marshall, Pam

Date: Aug 24, 10 5:20 PM

Subject: RE: Rent Adjustment Commission

Attachments: RAC2010appointments.pdf

Pamela.
Below is a copy of the staff report the City Council considered in appointing the RAC members at its July 20th Council

meeting

At the July 29th RAC meeting:
Lloyd Wertheimer was elected Chair
Maxwell Sheldon elected Vice Chair

I was looking for a link from the web page for the Handbook, but have not located one. The City Clerk is the Department
responsible for this document. I will see if I can make this available, or have them forward to you a PDF tomorrow.
Russ

>>> "Pam Marshall" <pamela_marshall@sbcglobal.net> 5:04 PM Tuesday, August 24, 2010 >>>
Can you tell me who the Chair and Vice-Chair are and email me a link for the Commission Handbook?

Thanks.

From: Russ Watson [mailto:RWatson@toaks.org]
Sent: Tuesday, August 24, 2010 4:53 PM

To: Pam Marshall

Subject: RE: Rent Adjustment Commission

I was at the meeting, in part in support of the fact the Mayor attended the meeting, and also because of the nature of the
issue, City Manager wanted a staff member to attend so as to know first hand the concerns stated.

>>> "Pam Marshall” <pamela_marshall@sbcglobal.net> 4:23 PM Tuesday, August 24, 2010 >>>
Hi Russ, ' :

No, there is not yet a main contact person. My parents and my aunt both live at Thunderbird Oaks and I have met many of
their neighbors over the years. I went to the meeting and I am trying to help them. Several people signed up for the
committee and will be meeting tonight. I will also be at the meeting this evening. I am not sure who will end up as the
contact person, but we should have that figured out tonight. Were you at the meeting last night? Obviously, one of the
issues regarding a contact person is that these are senior citizens and many of them have na access to or understanding of
email, downloading frori the web, fax machines, etc. I may end up the contact person; I am not sure. But my goal is to
get as much information as possible for tonight so that we can move forward with as much organization and efficiency as

possible.

Thanks, Pam

From: Russ Watson [mailto:RWatson@toaks.org]
Sent: Tuesday, August 24, 2010 4:11 PM
To: Pam Marshall

CTO 01971
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Page 2 of 2

Subject: Re: Rent Adjustment Commission

PamieIa, is there been a main contact person for the residents of Thunderbird Oaks, ie committee spokesperson for the
committee that was proposed to be established at the meeting last evening? '

Russ Watson

Housing & Redevelopment Manager
Community Development Department
City of Thousand Qaks

2100 Thousand Oaks Bivd.

Thousand QOaks, CA 91362

(805) 449-2322 direct
(805) 449-2390 Fax
rwatson@toaks.org

>>> "Pam Marshall* <pamela_marshall@sbcglobal.net> 3:01 PM Tuesday, August 24, 2010 >>>
Dear Mr. Watson,

I checked the city website and see that a meeting of the Commission was held on July 29th. I tried to review the minutes
of that meeting, but they did not seem to be posted yet. Are the minutes of the meeting availble and, if not, do you know
when they will be available? '

Thank you,
Pamela Marshall

pamela_marshail@sbcglobal.net
Cell: 818-317-6429

. CTO 01972
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Page 1 of 2

Russ Watson - Re: Thunderbird Oaks Mobile Home Park

From: Russ Watson

To: Saso, Camilie

Date: Aug 18, 10 3:12 PM

Subject: Re: Thunderbird Caks Mobile Home Park

Attachments: Russ Watson.vef

Ms. Saso

I received your e-mail message and understand your reaction to this Notice.

The rent increase application was submitted by the park owner. The City of Thousand Oaks is required to
process this application pursuant to the City Mobile Home Rent Stabilization Ordinance. As stated in the Notice,
there will be a hearing on this application conducted by the City’s Rent Adjustment Commission. This hearing

is scheduled for Tuesday October 5% at 6:00 PM in the City Council Chambers. The Commission will hear
testimony from all interested parties and render a decision. | encourage you to attend this hearing.

As an affected tenant, you are able to offer to the Commission documents, testimony, written declarations or
evidence as may be pertinent to the proposed rent increase. Related to this application, it is important to note
that City staff and the Commission are not advocates for either the tenants or applicant. The Commission’s role
is to apply the Mobile Home Rent Stabilization Ordinance to the application in a manner required by law and
consistent with the evidence presented.

Copies of the rent application (submitted by owner), as well as the City's Rent Stabilization Ordinance and other

related information, are available for review or pick up at the Community Development Department public
counter located on the first floor of City Hall. These documents have also been placed on City’s web page, and
can be viewed at: http://www.toaks.org/government/committees/rent adjustment_commission.asp

Sincerely,

Russ Watson.

Russ Watson

Housing & Redeveloprnent Manager
Community Development Depariment
City of Thousand Oaks

2100 Thousand Oaks Blvd.
Thousand Oaks, CA 91362

(805) 449-2322 direct
(805) 449-2390 Fax
rwatson@foaks.org

>>> Camille Saso <eebatza@gmail.com> 11:42 PM Tuesday, August 17, 2010 >>>
Mr. Watson:

I'm in absolute shock - and scared to death! Just read the Notice of

Hearing re Rent Adjustment for our mobile home park.

Could this POSSIBLY occur?

Living only on my Social Security Benefit and nothing else!

CTO 01973 .
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Page 2 of 2

Camille Saso
2591 Mohawk Ave.
Thosuand Oaks, CA 91362 (in Thunderbird Oaks MobileHome Park)

LIVE A LITICE
LAVGH A LOT
AnD LOVE FOREVER!

CTO 01974
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Russ Watson - Re: Rent control for senior mobile home park

. From: Russ Watson
To: White, Carrie (JDPA)
Date: Aug 20, 10 4:47 PM
Subject: Re: Rent control for senior mobile home park

Attachments: Russ Watson.vcf

Ms White.

By your message I assume your colleague resides in the Thunderbird Oaks MHP as this is the only MHP that has received
notice of a proposed rent adjustment application filed by the MHP owner. In that notice there is a link to the City's Rent
Stabilization Ordinance and link to the application.

I cannot provide specific reference to possibie case law that could be used in defense of this application, however in the
application there are references to many legal determinations involving rent control and mobile home parks. The City's
ordinance and rent adjustment application can be accessed via web at:

http://www.toaks.org/government/committees/default.asp
I hope this heips.

Russ Watson

Housing & Redevelopment Manager
Community Development Department
City of Thousand QOaks

2100 Thousand Oaks Bivd.

Thousand Oaks, CA 91362

(805} 449-2322 direct
(805) 449-2390 Fax
rwatson@foaks.org

>>> "White, Carrie (JDPA)" <Carrie.White@jdpa.com> 3:12 PM Wednesday, August 18, 2010 >>>

My college currenily lives.in a senior community mobile home park. The new owner wants to apply a $300 rent increase on
each lot. How would | go about fighting this if possible? Do you know of any case law that | could use to defend the
proposed increase?

Sincerely,
Carrie Millett-White

The information contained in this message is intended only for the recipient, and may be a
confidential attorney-client cocmmunication or may cotherwise be privileged and confidential and
protected from disclosure. TIf the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received
this communication in error, please immediately notify us by replying to the message and deleting it
from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local
law, to monitor and review the content of any electronic message or information sent to or from
McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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Russ Watson - COMPARABLE SALES DATA :

From: "Mccabe John J* <John J Mccabe@irs.gov>

' To: "Russ Watson" <rwatson@toaks.org>
Date: Aug 25,10 5:15 PM
* Subject: COMPARABLE SALES DATA

Attachments: MHP SALES EXHIBIT A .doc

Russ,

Per our conversation, | am attaching the comparable sales information you requested. Thank
you for taking the time to explain procedural protocol of the rent adjustment commission and the
telephone numbers and names of the city-attorneys who will be involved in the process. Please advise
if 1 can provide you with any additional information. If | come across any material that | believe relevant
to the matter, [ will send it along. ' '

Please acknowledge receipt of this material. Thanks again,

file://C\Documents. and Settings\cdrwatson\Local Seﬁings\Temp\XPgmwise\4C754FCFCTO MAIN... C%/(S’)Oé%g%g



EXHIBIT A

MOBILE HOME PARK SALES

NR OF

ADDRESS SPACES

SALES
DATE

SALE

LAND
SIZE

CAF
RATE

FRICE
PER SPACE

YEAR
BUILT GIM

Marine Land MHP 60
531 Pier Avenue

Hermosa Beach, CA

APN: 4183-018-010, 009

1700 S. Glendora Ave 50
17700 Avalon Bivd.

Carson, CA 90746

APN: 7319-017-086

12401 Filmore Sfreet
Sylmar, CA 91342
APN: 2526-023-042, 049

Lincoln Center MHP
9080 Bloomfield St.

Cypress, CA 90630

APN: 244-342-23

305 12/10/05

Friendly Village MH

5450 N. Paramount Bl

Long Beach, CA 90805
-APN: 7157-006-009, 009

Lake Hills MHP
2770 Parker Rd.
Castaic, CA 91384
APN: 2865-013-014

115 04/01/05

5065 Telegraph Rd.
Ventura, CA 93003
APN: 083-0-050-250

372 07/29/04

American MHP

16420 Downey Ave
Paramount, CA 90723
APN: 7107-002-014, 017

171 02/09/04

CTO 01977

07/14/04

PRICE

$6,000,000

05/08/06  $3,894,520

186 12/22/05 $16,000,000

$19,795,000

182 09/06/05 $14,400,000

$ 7,100,000

$23,500,000

$12,850,000

3.7%

5.0%

6.02%

5.42% 182,516

158,994

5.2% 745,747

6.5% 1,354,280
815,878
6.0%

604,500

6.2%

80,019

1,045,004

$100,000

$77.890

- $86,021

$64,901

$79,120 -

$61,739

$63,172

$75,146

unk 124

1975 12.68

unk = 12.8

1871 10.2

1970 134

1978 11.2

unk 108

1963 111



MOBILE HOME PARK SALES

{continued}
NR.OF  SALES SALE CAP LAND PRICE YEAR
ADDRESS SPACES _ DATE PRICE RATE SIZE PER SPACE  BUILT GIM
Heart O the Hills MHP 46 01/31/07 $4,250,000 - 4.8% 214,751  $92,391 unk 12,81
13792 Hwy 8 Business
El Cajon, CA 92021
APN: 398-260-21-0
Pioneer MHP §3 03/24/06 $4,110,000 41% 212,878 $77,547 1968 unk
16123 Pioneer Blvd
- Norwalk, CA 90650
APN: 7014-002-001
11620 Ranchito St 18 O7TMTHO7 $1,425,000 5.0% 22,390 $79,167 unk 15.5
El Monte, CA 91732
APN: 8547-024-024
Average Cap Rate 5.3%
Average Gross Income Multiplier 11.9
Average price per space of the 11 comparable area parks $77.918 (rounded)

Based on market yield of long term Treasury Bonds, the risk free rate on a 7 year
U.S. Treasury bond is 2.60%. The average rate of return necessary to motivate an investor
to buy into a mobile home park in So CA is between 4% and 6%, or an equity risk premium
between 1.4% and 3.4% above the “risk free rate”. The size of the risk premium is indica-
tive of the degree of uncertainty, or deviation from an expected outcome, regarding the fu-
ture benefits to be realized from a specific investment. A risk premium of this size refiects
economic stability, income predictability, slow growth, low volatility, and over-all general
security. A capital investment that lacked these qualities would be considered a higher
risk investment and require a higher risk premium to compensate an investor for the unfo-
reseeable hazards associated with uncertainty.

By way of comparison, according to Price Waterhouse Cooper, for the 1 quarter of
2010, the “average” capitalization rates for apartment ownership was 8.03%; regional malls
8.34%; commercial offices 8.24%; and warehousing 8.73%. While these rates refiect the
~ average, the high end rates of the respective sectors are significantly higher than the 6%
yield rate reflected by the MHP sector of the market. The current high end rate for apart-
ments is 11%; regional malls 12%; commercial offices 10.5%; and warehousing 12%.

CTO-01978



Since risk drives the capitalization rate, the choice of the applicable rate is driven by
the “definition” of the economic income stream being capitalized. The economic income
that the Thunderbird Oaks Mobilehome Park produces is a constant and slowly expanding
income stream produced by long term, multi-tenant residential ground leases, with step in-

creases indexed to inflation. This income is guaranteed by tenant improvements that colla-
teralize the leases.

Therefore, the marketplace has determined that investors who are seeking a safe
and secure investment, possessing the characteristics previously mentioned, find that a
4% to 6% rate of return an attractive inducement for investing in this sector of the real es-
tate market. '
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Submiﬁed on Behalf of Tenants of Ty OF THOUSANU BAKS

Thunderbird Oaks Mobile Home Park ; -
2501 Thundesbird Drive 2010 AUG 27 AMII: 38
Thousand Oaks, CA 91363
by SOMMURITY DEVELGPHENT
Dan Goldstein
3280 Erinlea-Avenue
Newbury Park, CA 91320
(805) 312-5952 (cell)

August 27, 2010

Scott Mitnick

City Manager

City of Thousand Oaks

2100 Thousand Ozks Boulevard
Thousand Qaks, CA 91362

Dear Mr, Mitick:

My mother-in-law 13 a resident of the Thunderbird O2ks Mobile Home Park. I have reviewed the Rent Adjustment
Application (the “Applicztion”) filed by A.VM.G.H, Ltd dated May 27, 2010 as well as Chapter 25 of Title 5 of the
Thousand Oaks Municipal Code (“Mobilehome Rent Stabilization™), prior ordinances Chapter 25 was derived from
dating back to 1980 and the Rent Adjustment Commission (“RAC”) Resolutions referenced in the Application.

I have significant concerns about the accuracy and validity of the Application with respect to adhering to the
requirements of Resolution No. RAC-2, which establishes guidelines in order to determine a “just and reasonable
return” that was the basis for the Application.

My background includes over 23 years of finance and accouating expetence. I earned my CPA license while working at
global accounting firrn Ernst & Young and have worked in numerous senior financial managerial capacities in my career,
including Amgen and other local companies, including my current role as Chief Financial Officer at a growing company
in Camarilla. T served on the City of Thousand Oaks Investment Review Committee, City of Thousand Oaks Fireworks
Fundraising Committee and as Chairman of the County of Ventura Tobacco Settlement Program Finance Oversight
Committee. In addition to my undergraduate degree in Business Administration from CSUN (accounting emphasis), I
earned my MBA at the UCLA Anderson School,

The Application is based on a formula driven by comparing 1979 Base Year Net Operating Income to Current Year Net
Operating Income, applying an inflation factor to the Base Year. The following are my concerns with these calculations:

1. Section 3 of RAC-2 establishes guidelines in order to determine a “just and reasonable return." Tt states “the
base year shall be 1979 when the financial information is available” yet the Base Year Gross fotal Iacome
submitted in the Application is based on a 1985 city registration form. ‘This is not adequate documentation for
purposes of calculating 1979 Gross Total Income. Adequate records to support actual Gross Total Income
should include detafled financial statements and/or tax returns from 1979 supported by cash receipt
documentadon and bank statements.

2. In the calculation of 1979 Net Operating Income refetenced in Section 3.02 of RAC-2, the Applicant used
1986 Openating Expenses from “1986 Andrew V. Hohn Tax Return Schedule C for Thunderbird Oaks”
{Attachinent 4 to the Application), and then computed an estimate of 1979 Operating Expenses by reducing
the 1986 Operating Bxpenses by 7 years of inflation adjustment factors. Such methodology i1s not in
accordance with Generally Accepted Accounting Principles nor is allowed or contemplated in RAC-2. In order
to properly substantiate 1979 Net Operating Income, the applicant should provide 1979 Base Year Operating
Expenses as defined in Sec. 2.08 of RAC-2 » supported by detailed accounmg records, including but not limited

ta a tax return, financial statement, detailed disbursement ledger, receipts and cancelled checks.

CTO 01980
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Section 4 of RAC-2 states "in the event that the 1979 Enancial information is not available, and where theloss
of such records can be substantiated by clear and convincing evidence, the landlord of record in 1979 may
substitute as a base year the first year following 1979 for which records are available." The Application did not
provide any actual 1979 financial information in the filing, nor did it indicate a loss of such records. If the 1979
Base Year Gross Total Income and 1979 Base Year Operating Expenses are not available, the Applicant must
show clear and convincing evidence of this and prepare such Application, if deemed necesss.ry, based on the
first year for which complete (e.g. detailed and anditable) records are available.

Denving historical year financial statements based on information 5 to 7 years subsequent to such year is highly unusual.
Such methodology would not be accepted by the IRS, Securities and Exchange Commission, banks, investors and other
third parties. There is no reason to accept such methodology in the Application.

As a consequence of the above, the Application is inadequate for purposes of determining eligibility for rent
incréases pursnant to the 1979 base year formula described in Section 3 of RAC-2 and it sbould be rejected by
the City of Thousand Qaks.

Other concerns about the Application include:

Justification for the substantial 691% increase in Management and Administration costs from the 1979 “Base
Year” (which as noted previously does not represent the actual 1979 expense) to the 2009 Current Year.
Review of the 644% increase in utilities costs, 450% increase in rubbish removal costs, 320% increase in payroll

- taxes and 2,231% increase in service expenses.

Justification for using a March 2010 CPI factor for 2009 Current Year in the Price Level Adjustment rather
than a 2009 anaualized CPI factor.

Approptiateness and. reasonableness of any increase in rent based on comparable rentals at other local mobile
home parks. Increasing rents on mostly elderdy, fixed income tenants by 62% to 86% will have drastic and, for
some, dire financial consequences on these tenants, from both a cash flow and property valuation perspective.
Justification for a 62% to B6% increase in rents 30 years after the initial rent regulation ordinances were put in
place. It certainly wasn't contemplated that 2 landlord could justify such exorbitant increases after years of more
moderate and appropriate increases in line with the spirit of the City’s Rent Stabilization Program.

Please don't hesitate to contact me with any questions. I appreciate the ability to bting this information to yout atieation
and would be happy to discuss this in more detail at any time.

Sincerely,

AANLS

Dan Goldstein

cc: Tenants of Thunderbird Oaks Mobile Home Park
Russ Watson



City of Thousand Oaks

COMMUNITY DEVELOPMENT DEPARTMENT BUILDING DIVISION (805) 449-2500
JOHN C. PRESCOTT, DIRECTOR PLANNING DIVISION {805) 448-2323
~ HOUSING/REDEVELOPMENT DIV, (805} 449-2393

September 2, 2010

Dan Goldstein
3280 Erinlea Avenue
Newbury Park, CA 91363

Re: Thunderbird Oaks Rent Adjustment Application
Dear Mr. Goldstein:

Thank you for your letter regarding the above captloned application. | am respondlng on behalf
of City Manager, Scott Mitnick.

| want to assure you that city staff is thoroughly evaluating the park owner’s data. The City has
retained an expert in the field of mobile home rent adjustments to evaluate the applicant's
material. City staff will be providing a comprehensive report evaluating the application to the
Rent Adjustment Commission. Many of the issues you raise will be addressed in that report.
This report should be available to the public on October 1, 2010.

The City is aware of the potential impact that such a rent adjustment may have on the residents,
but as indicated in the notice that went out to residents, City staff and the Commission are not
advocates for either the tenants or applicant. It is the Commission's role to apply the Mobile
Home Rent Stabilization Ordinance to the application in a manner required by law and
consistent with the evidence presented. The City Attorney’s office is actively involved in the
application process fo ensure that the application and material submitted are evaluated and
presented to the Rent Adjustment Commission, in conformance with the requirements of the
Mobile Home Rent Stabilization Ordinance, current Rent Adjustment Comm:ssmn regulations,
and governing legal case precedents. .

As also stated in the notice of hearing, the tenants have the right to provide additional evidence
and propose an alternative methodology for determining just and reasonable return. | would
strongly urge tenants.to provide this information to the City as soon as possible so staff will have
adequate time to review it before the hearing.

If you have questions or would like to discuss this application, please feel free to contact Russ
Watson, Housing & Redevelopment Manager at 805.449.2322, or rwatson@toaks.org.

Sihcere[y,

7&(%’2;’/ %ﬂ\_
John Prescott
Community Development Director

C: Scott Mitnick, City Manager

2100 Thousand Oaks Baulevard « Theusand Qaks, California 91362-2903 _
Building Fax (805) 449-2675 « Planning Fax (805} 449-2350 « Housing/Redevelopment Fax (805) 449-2390 ) CTO 01982
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Russ Watson - Re: Thunderbird Oaks Letter "

From: Dan Goldstein <dan{@conejovalleyguide.com>

To: - Russ Watson <RWatson@toaks.org>

Date: Sep 08, 10 12:42 AM :

Subject: Re: Thunderbird Oaks Letter ' ‘

CC: John Prescott <JPrescott@toaks.org™>, <Megato@roadrunner.com>, Andrew Powers
<APowers@toaks.org>, Bill Hatcher <BHatcher@toaks.org>, Christopher Norman
<cnorman(@toaks.org™>, Carole Wilson <CWilson@toaks.org™>, Mark Towne <MTowne@toaks.org>,
Scott Mitnick <SMitnick@toaks.org>

Russ and City Staff,

Thanks for your prompt response to my September 3rd email on September 7th after what I trust was a great Labor
Day weekend.

Russ, I've read through and referenced in my letter dated August 26th the 60+ page application that is publicly
available on the City of Thousand Oaks website that includes supplemental information in the form of 10
attachments. If you have additional supplemental information not included in that package, I certainly would be
interested in receiving a copy. Let me know if this is the case.

I've stated several times what you have restated...that 1979 shall be the base year when financial information for
that year is available. You stated that City staff is reviewing the reasonableness of the Applicant's methodology for
establishing 1979 as the base year in the absence of detailed financial information. That implies City staff agrees
with me that the Applicant has indeed NOT submitted required 1979 financial information, nor has provided any
type of clear and convincing evidence that such records are not available, as required in Sec. 4 of RAC-2. The
Applicant should have been asked to substantiate why the actual 1979 financial information was not used in the
Application as they clearly have not followed the rules.

Attachment 9 to the Application is a legal memorandum from the Applicant's attorney. In Item V.1. of that memo
the attorney states that "Here, Thunderbird Oaks can establish that 1979 financial information is available and
cannot establish by clear and convincing evidence that 1979 records are lost." Thus, the Applicant claims that 1979
financial information IS available. However, it goes on to reference Attachments 2 and 3 for Rental Unit Income.
If you look at the 4th page of Attachment 2, there is a footnote that indicates the "1979 monthly Space Rent" is
taken from January 1986 registration forms that list 1983 rent. The Applicant clearly did not supply ACTUAL
1979 Rental Unit Income from its tax retums or financial records. They state 1979 ﬁna.nmal information is
available, yet they DID NOT use it or justify why it has not been used.

- The attorney goes to state that 1979 operating expenses can be reasonably determined by CPI adjustment of 1986
operating expenses. This is once again in direct conflict with his statement that 1979 financial information is '
available. If 1979 financial information is available, they should have used 1979 information. They didn't. And
they didn't justify with “clear and convincing evidence" the loss of such records. They do mention on page 1 of
Attachment 10 that "the oldest records available are the 1986 tax returns” but they do not justify the loss of the
earlier records. Their methodology for "determining" 1979 operating expenses by taking 1986 information and
adjusting it by a CPI is a not a reasonable approach as it makes an excessively broad assumption that the expense
breakdown in 1986 was the same as in 1979. If I asked my Amgen friends to provide me 1979 operating expenses
based on 1986 operating expense information that was going to be used in a calculation to double the price of their
products, they would laugh at me. The Base Year NOI is the most critical component of the MNOI formula as it is
used as the basis for future "just and reasonable" profits; it should not be left to some 7 year "rollback” estimate

cideiigiDocuments and Settings\cdnvatson\Loéal Settir_lgs\Temp\XPgr'pwise\4C86DBE6CTO MAIN... 9/8/2010
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that frankly I've never seen used as a basis for creating an entire operafing expense statement in my nearly 25 years
. of accounting/finance experience. This approach is simply not justifiable or reasonable.

Nowhere in RAC-2 does it state that 1979 financial information can be ESTIMATED based on some subsequent
year's data. If 1979 information is not available, then they should/could have proposed using a more recent year in
their MNOI Formula and applied an inflation factor based on that subsequent year. So if 1986 is truly the oldest
year available to the Applicant, they should clearly and convincingly explain why 1979 financial information is not
available, then use 1986 financial information for the MNOI formula, applying an inflation factor using 1986, not
1979, as the Base Year.

The Applicant has clearly not played by the rules of RAC-2 and it should not take an "expert" to determine that.
The niles are clear and the supporting details to the Application clearly evidence that they have not followed the
rules. So I respectively submit to your team a request to reassess the decision to accept the Application while
perhaps providing the Applicant specifics that I've given above as how to prepare a valid Appllcatlon in
accordance with RAC-2.

It is unfair to the residents of Thunderbird Oaks, who as you know are elderly, mostly fixed income tenants
currently in shell shock by such an extraordinary proposed rate increase, to have to make arguments at the October
5th Hearing about the invalidity of the Application submitted over 3 months ago. They were given only 45 days to
prepare for this Hearing and do not have anywhere near the ﬁnancml/legal/orgamzaﬁonal resources of the
Applicant. The right thing to do for these City residents at this time is to reject the current Application and provide
the Applicant the opportunity to resubmit a corrected Application, and at the same time, immediately cancel the
October 5th Hearing until such time the Applicant submits a corrected application should they choose to do so.

Please don't hesitate to contact me anytime with any questions. T'll stop by City Hall offices if you'd like. I strongly
believe these issues need to be addressed now, not in a memo to be released 2 business days before the Hearing.

Best regards,

Dan Goldstein

Founder/Editor
Dan@ConejoValleyGuide.com
www.ConejoValleyGuide.com
(805) 3125952

011 Tue, Sep 7, 2010 at 4:14 PM, Russ Watson <RWatson@toaks. org> wrote:
" Mr. Goldstein:

. 1am responding to your email of September 3. You have indicated in your letter that RAC-2 clearly
. states that the base year for the “just and reasonable return” formula must be 1979. This is partially
. correct. Section 3 of RAC-2 — “Determination of Eligibility for Rent Increases Pursuant to the 1979
" Base Year Formula®, sets forth the formula for determining 1979 Net Operating Income. However,
- these requirements are prefaced by Section 3.01, which states “The base year shall be 1978 when
. the financial information for that year is available. Section 4 Determination of Eligibility for Rent
~ Increases when 1979 Net Operating Income and Expense Information is not Available”, affords the
- ability to use the first year after 1979 as the base year for which records are avaiiable.

. City staff and its expert are currently reviewing the data provided by the applicant, and the
* reasonableness of their methodology for establishing 1979 as the base year in the absence of
. detailed financial information.

O appreciate the concem you raise about the timing of the report avallabmty, but the timing of the
file://C:\Documents and Settings\cdrwatson\Local Setnngs\Temp\XPg1‘pw13e\4C86DBE6CTO MAIN... 98/39384
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report issuance in advance of the October 5th meet:ng is consistent with report availability for the City
Council and other City Boards and Commissions. The-City has the background data provided by the
applicant available on CD-ROM. We had provided this data to one of the Thunderbird Oaks park
tenants via mail on August 20, 2010 for a general tenant meeting that was held on August 23, 2010.

If you would like a copy of this information, we will be pleased to mail it to you, or you are welcome to
come down and pick up a copy at the publlc counter in the Community Development Depariment.

“The City’s Ordinance and Resolution set forth the methodology for establishing “Just and
Reasonable Return” as Maintenance Net Operating Income (MNOI). Information regarding the
applicant’s initial investment is not required, except to the extent that debt service is an operating
expense. In your letter you inquire about the possibility of requesting additional information from the
applicant, perhaps this is information you could request as well. You are certainly welcome to
correspond with the applicant but it is important to understand that the applicant is not obligated to
respond to your inquiries.

Thank you again for your comments. Please let me know if you would like a copy of the applicant’s
supplementai information, and whether you would like to pick it up or have it mailed to you.

Russ Watson

Housing & Redevelopment Manager
Community Development Depariment
Cily of Thousand Oaks

2100 Thousand Oaks Bivd.
Thousand Qaks, CA 91362

(805) 449-2322 direct
(805) 449-2390 Fax

rwatson@toaks.org

>>> Dan Goldstein <dan@conejovalleyguide.com> 2:26 PM Friday, September 03, 2010 >>>

Thank you Russ and John for your response to my letter. I appreciate the work that your staff is doing and know you
have your hands full. I've been a Thousand QOaks resident since 1994 and think the City does a fantastic job.

As T've stated before, RAC-2 clearly states the base year for the “just'and reasonable return™ formula must be 1979, The
Applicant did not use 1979 financial information and did not justify why, as required by RAC-2. I would liken this to filing
a 1979 tax return with 1986 W-2 and 1099 statements.. .obviously the IRS would ask that the the tax return be
corrected.

The whole basis of the Application was this formula. If the underlying information used in the formula does not adhere to
the reguirements, 1 see no point in submitting it to the Rent Adjustment Commission. Rejecting the Application would not
preciude the Applicant from re-filing the application with proper information. That said, I'm confident that the mobile
home park expert you mention will address this issue in their report.

I'm a bit concerned about the timing of that report however. Issuing it on QOctober 1st leaves just 2 business days before
the meeting, leaving little time for the Tenants to address issues raised in it.

Since the basis of the rent adjustment is historical data, we strongly feel we need to have access to and review the
underlying financial records of this data, including tax returns, accounting general ledgers, cash receipts and cash
disbursement ledgers, bank statements and supporting cash receipts and disbursements documentation {e.g. receipts).
Without an adequate accounting and audit of the 1979 Base Year and 2009 Current Year information claimed to be used
in the Application, we believe the Rent Adjustment Cornntission will not have a basis for forming a decision. Is this
something that can be requested and obtained prior to the October 5th Hearing or will we need to ask for this at the
Hearing iself?
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* © You mention again that the tenants have the right to produce additional evidence and propose an alternative
- methadology for detemumng "just and reasonable return." Based on the P&L submitted in the Application, the Tenants
- and myself ail strongly feel the Owner is currently receiving a just and reasonable return. But for purposes of better
- understanding the Applicant's 2009 P&L, we would like to submit a fist of questions to the Applicant regarding certain
. components, in particular the Management and Administrative Expenses. Once again, should this be requested prior to
¢ the Hearing or at the Hearing?

i Additionally, we would like to request a detailed accounting of what the Applicant’s investment in the subject property is
¢ for the purposes of determining "just and reasonable return." Since the Tenants are not aware of what the cost basis
. {i.e. investment amount) of the Thunderbird QOaks property is, it would be difficult to determine what the Applicant's
. return on investment is.

" Thank you again for your time and energy dedicated towards these and other issues. I would be more than happy to
speak and/or meet with anyone at City Hall or consultants/experts hired by City Staff. Call or email me anytime.

Have a great Labor Day weekend.
Sincerely,

Dan Goldstein

¢ Dan@ConejoValleyGuide.com

- www.ConejoValleyGuide.com
' (805) 312-5952

On Thu, Sep 2, 2010 at 2:47 PM, Russ Watson <RWatson@toaks.org> wrote:

Hi Dan,
Attached is a PDF copy of a response letter regarding to the letter you sent to Mr Mitnick. The original of this letter

. has been placed in US mail, you should receive it tomorrow.,
Also you should know that City received a call today from Nancy Needham (ACORN newspaper) stating she had a
copy of you letter and asked how City was responding. I told Ms Needham that City believed the application met the
requirements of the ordinance, thus was accepted as complete and that City today is sending you a written response
to your letter. She requested a copy of our response letter and as this is a public document, I have been authorized
to provide a copy.

. As stated in our response letter City is thoroughly evaluating the park owners data, retained an expert in these
‘matters and will provide a comprehensive report to the Rent Adjustment Commission.

: Please let me know if you have additional questions.

. Sincerely,

¢ Russ Watson

~ Housing & Redevelopment Manager

. Community Development Department

. City of Thousand Oaks

" 2100 Thousand Oaks Blvd.

. Thousand Qaks, CA 91362

 (805) 449-2322 direct
. {805) 449-2390 Fax
. Iwatson@loaks.org

. >>> Dan Goldstein <dan@conejovalleyquide.com> 10:56 AM Friday, August 27, 2010 >>>

Hi Russ,
- Nice chatting with you. Attached is a pdf of the letter hand delivered to Scott Mitnick and yourself taday. Don't
hesitate to contact me with any questions. My view is that the Applicatton as submitted does not comply with the
- requirements of RAC-2 and should be re]ected as filed.
Have a great weekend and Ilook fonvard to speaking with you and anyone else at City Hall on the matter.
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Best wishes,

Dan Goldstein
Dan@ConejoValleyGuide.com
www.ConejoValleyGuide.com
(805) 312-5952
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Russ Watson - Thunderbird Mobile Home Park Rent Increase

From: Carol Fredericks <cafred@msn.com>

To: <rwatson@toaks.org>

Date: Sep 22, 10 8:38 AM

Subject: Thunderbird Mobile Home Park Rent Increase

Dear Mr. Watson,

I moved into the Thunderbird Oaks Mobile Home Park in 2000 feeling secure in that I believed the
park’s rent was to remain under rent control with yearly raises in the range of 3-5%. The rent increase
notice recently sent out regarding the absolutely ludicrous amount of $322 per month per coach space
came as a total shock to me and all other residents of the park as well. I retired in 2006 knowing that I
could make ends meet living here in Thunderbird Oaks but this financial burden being thrust upon all of
us is absolutely too much to comprehend. Where in Thousand Oaks are we who have been contributing
members of this community for many, many years supposed to go at this point in our lives? 1 realize
the owners of the park are in business but is there no fairness not to mention compassion for the
seniors in this park? We read in the paper and hear on the news of the respect we should all share for
our seniors in this lovely city but just exactly where does the owner feel we should turn? Many, many in
this park are living on their social security alone and have worked hard all their lives and many are
veterans that have served this country. We do not deserve this inhumane treatment and I strongly

oppose this outrageous increase and assault on our seniors!
Please include this letter in the staff report that will be presented on October 5, 2010

Sincerely yours,

Carol A. Fredericks
2685 Thunderbird Dr., #100
Thousand Oaks, CA 91362
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CTO 01988



From: Alice De Los Santos ATV OF THOUSARD ‘3%5 805-494-3124

2458 Thunderbird Dr. MG SERSS K10 58 K;:;’”ﬂj
5 (oY
Thousand Oaks, CA SEUEATY DEVELGPHIH e

Dear Board Members

| am writing this for my mother Alice De Los Santos. She resides in the Thunderbird Mobile Home Park

‘at 2458 Thunderbird Dr. My Mom is 81 years old, and like many people from her generation thought

everything would be great in her “Golden Years”. Of course everything does not happen the way you
expect. Both she and my Farther worked hard all their fives. My Dad past away in 1992. Sense then my
Mom has lived on a single Social Security Check. Her income is about $1300 a month, Her situation is
exactly the reason that rent control was put in place.

The Mobile Home Park owners purchased this park knowing the rules. My Mother bought her mobile
home knowing the rules. Now the owners want 1o take the rug out from under her modest life style by
nearly doubling her rent.

Both my Mom and | understand that everyone is entitled to a fair return on their investment. However
doubling the rate of return in a single year is greater than can be accepted as fair. We also accept that
there are possible extraordinary expenses that could beset the owners of the park, broken sewer,
broken water, street replacement and other large expenses.

We propose that instead of increasing the rent by nearly 100% that there a trust fund be established for

-these extraordinary expenses. Both the tenant and the landlord would be required to contribute $25.00

each month per space. And the rent wouid be increased by $50.00 a month. That portion of the trust
fund contributed by the tenant would be turned over to the fandlord if the tenant dies within 6 months
of the sale of the mobile home or the tenant dies while still a tenant. Otherwise their share would be
returned to the tenant 9 months after they sell their mobile home. The trust should be administered by
three parties, one tenant representative, one owner repreésentative, and a natural trust administer from

- the bank holding the trust!

CTO 01989

Alice De Los Santos Mike Delos Sa tW__._
Dlie o] Los Snlc W7

Tenant. ‘ Non Tt;anayon
Date /O/ 5_// J Date/ % {/_ /T




October 20, 2010

Russ Watson
Housing Manager P R
2100 Thousand Oaks Blvd. TR
Thousand Oaks, CA 91362

RE: A Resident’s Response to HK&C letter dated 10/8/10

As a resident at Thunderbird Oaks Mobile Home Park, 'm responding to just some of
the ridiculous statements in this letter to show how facts and figures have been
manipulated to support the Park Owners’ grievous attempt to raise our rent an iniquitous
amount at this time of economic disaster going on in America.

Page 5 - “Contrary to Mr. Seller’s argument, it is the Park tenants who have been
systematically taking advantage of below market rents for nearly 30 years to
the great disadvantage of the Park Owner----—--~==n=--- clearly #lustrate the
free ride that the tenants have enjoyed.”

| guess we were supposed to pay the Owner more than we were being
billed for, to make sure he was getting the average Market Rent. But
then we would have had to do yearly studies of what the Rent Market
was and surely that would have had to include a yearly study of the
freeway noise and poor air quality for a yearly proper reduction of rent
to below the average Rent Market. FREE RIDE? That's what 'l call
it the next time 1 pay $471 for a 40’ x70’ piece of land.

“The significantly higher stick built housing and apartment costs demonstrate
why such a rent adjustment is appropriate and justified at this time.”

Mr Sellers reference to costs of buying a “stick built” house or renting
“apartment costs” was to simply point out that mobile home residents
cannot afford that type of housing which includes actual living units
(with walls, kitchens, baths, etc) not just the iand which our purchased
living units set on.

“Furthermore, mobiiehome tenants have benefited from significantly high
mobilehome resale values far in excess of the coach value as a result of
“in-place” in a mobilehome park subject to the City’s draconian Rent Controf
Ordinance.”

The “high mobilehome resales” are dictated by the Reat Estate Market
which effects all residential sales and rentals in a rising market or over
time historically and not as a result of the Rent Control Ordinance that
presides over all the Parks in Thousand QOaks. '

PAGE 1
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Page 6 - “During the five year snapshot from 2002-2007, mobilehome rent increases in
the City were limited to 9% under the City Rent Control Ordinance, but
inflation as measured by the Consumer Price Index was at almost 19%.”

Were these figures meant to say this was annually for all five years?

If so, why use the highest Real Estate Market years in recent history.
Why not use 2007 to present which would reftect the current down

turn in the Real Estate Market and the worst economic times since

the depression. For example, | paid $225,000 for my new unit, 3 years
ago (the most I've ever paid for a home in my whoie life) and a 2 year
old unit, the same size, recently sold for $105,000. | have a $70,000
ioan still left, which means the $150,000 | put down is only worth
$35,000 and | have a payment of $592 for 7 more years when | have
to re-finance to a new loan.

“The increase in mobilehome resale value in Thousand Oaks that Vallecito
tenants enjoyed during that 2002-2007 time period was an astronomical
139%. Similar mobilehome resale value increases occurred in Thunderbird
Oaks during that time period.”

If a similar resale value happened in Thunderbird Oaks, why wasn't
that their example? And how does that 139% increase compare with
the rest of the residential Real Estate Market during those 5 years.
Was that just one sale that they’ve referred to and maybe the people
gutted the place, making it like a new one?

Secondly, there can be no comparison made between the two Parks
due to their larger updated clubhouse with exercise room and larger
pool, and the fact that they don’t have sleepless nights from the
freeway noise and aren’t breathing the air pollution that we live with
daily.

“Therefore, the Park tenants have been 30 year beneficiaries of owner
subsidized rentals and have little cause to complain that the Park Owner is
seeking to bring rent levels current to the same profit level the Park Owner
enjoyed when rent control was enacted.”

What about the tenants that have only been here one year, or three
years, or five and six years, who paid the highest prices for their units
and calculated the rent versus their income, with the promise from the
Park Owner’s employee that this Park was under the Rent Controf
Ordinance. They haven'’t had a 30 year benefit from Rent Control.

PAGE 2



Page 7 - “And most importantly, the tenants have not been injured but instead
significantly benefited by up to 30 years of artificially low rent levels during
times of high inflation and rising costs.”

That they are choosing to do this now, at a time of the lowest economy
in American history since the Depression, shows how greed is their
driving force. Why didn't they try for this unconscionable increase
during the time of high inflation in 2005- 2007. Or when they took out
a $2,000,000 loan on the property in 20037

“What the Park Owner is doing by seeking a prospective rent adjustment is
the exact procedure specified by the California Supreme Court to remedy
prior confiscatory taking of the Park Owner’s propenty that has been ongoing
for several years:-------- reference----"Moreaover, this remedy, as opposed to an
award of damages against the Rent Board, places the cost of compensating
Kavanau roughly on those tenants who benefited from unconstitutionally

low rents.” “

We confiscated the property ? And now the much referenced “30 years”
has become “several years”. How can it be unconstitutional that we
didn't force extra rent money on the Park Owner that he didn’t ask for.

Page 8 - “The starting point for discussion of how much information must be submitted
is the directive of the California Supreme Court that ‘the procedural
mechanism by which landlords may obtain {rent} adjustments must not be
prohibitively burdensome.’ “

I guess they're allowed to make-up and estimate information instead
of actual facts and figures that withstand being investigated

Page 9 - “According to those standards, it is not the commission’s business to indepen-
dently verify each and every expense item or to determine ‘when, how or why
the NOI changed.’ “ Instead, the Commission only has the power to reject a
particular comparison year expense item if the Commission determines,
based upon industry standard evidence, that a particular expense is
unreasonable.”

So, again, they can make-up or estimate the facts and figures and the
Commission has to treat it true.

PAGE 3
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“According to those standards, the Applicant must only submit income and
expense information for the Base Year and the Comparison Year.”

Even when they are 30 years apart and the Base Year has been
arrived at by using year 1986 figures and calcuiating backwards for
seven years to come up with the Base Year figures?

“Contrary to Mr. Sellers’ false allegation, the employment of Suburban Park

Management did not result in a spike in management and administrative

expenses, but instead resulted in a significant management and administra-

tion cost savings for the Park, eliminating the need for the salaries and other
~ expenses for two highly compensated on-site Park employees.”

If this is the case, then why not go for this increase when their
expenses were higher two years ago.?

Page 11 - “With respect to the 1979 Base Year income, Mr McCarthy relied o MAI
appraiser John Neet's opinion of 1979 Base year market rental vaiue. Mr.
Neet obtained that value by taking comparable Vallecito average rents for
1986 and petforming a ‘price level adjustment’ to 1979 rental income value
using the City’s applicabie 8% and 7% rates as specified by the City's
Regulations.” '

As | said before, you can't use “Vallecito average rents for 1986"

to calculate Thunderbird Oaks 1979 market rental value. Their higher
quality of amenities and the much greater distance from the freeway
noise and air pollution, even in 1979, is something that Mr. Neet's
should have taken into consideration. The Thunderbird Oaks property
border’s the 101 freeway which connects to the 23 freeway a short
distance away and therefore should be taken into consideration as a
negative in the current market rental value and therefore any increase
being asked for by the Park Owner.

BEVERLY POTTER

2611 MOHAWK AVE. SP.125
THOUSAND OAKS, CA 91362
805-418-7016
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Russ Watson

Housing Manager

2100 Thousand Oaks Bivd.
Thousand Qaks, CA 91362

THUNDERBIRD OAKS AIR POLLUTION

TE from JOHN P. NEET, MAI APPRAISAL dated 10/1/1
Appraisal Page 6, ltem 21 - Last Paragraph:

“The appraiser is not an expert in the field of hazardous materials. This appraisal
does not constitute an expert inspection of the property for environmental or
health hazards. The only way to be certain as to the condition of the property
with respect to “environmental hazards” is to have an expert in the field inspect
the property. This appraisal should not be relied upon as to whether
environmental hazards exist on or near the property. It is the appraiser’s
recommendation that a Phase | Environmental Assessment be obtained on
this or any other property prior to making any monetary decision involving
the property to determine the potential for environmental hazards.”

The City’s Rent Adjustment Commission should take special note of this paragraph and
especially his recommendation in bold print that there be “a Phase 1 Environmental
Assessment be obtained on this or any other property prior to making any monetary
decision involving the property to determine the potentia! for environmental hazards.”

Perhaps he includes the above paragraph in all his appraisals, but it’s very probable
that since he personally “inspected the property” (page 3) he became very aware of the
fact that the property borders the 101 Freeway with loud traffic noise and black dirt on
all our homes from the air pollution. The prior paragraph in ltem 21, seems to cover the
fact that he’s not responsible if environmental hazards are present on the property. So
why include the second paragraph with bold print?

Also, “this or any other property” obviously refers to the comparabie properties that he
used to arrive at his opinion of the Market Rent as of February 29, 1980. The appraisal
does not include the most important factor when comparing Thunderbird Oaks to the
other three properties. The fact that we have a_higher risk of health pr

earlier deaths as stated in the nine articles on air-pollution studies that I've included.
These studies are just a few available on the internet within this last year.

| understand that the purpose of Mr. Neet’s appraisal was to establish the Market Rent
for 1980, but even in 1980, there was more traffic noise and air-pollution at Thunderbird
QOaks than the other three parks, simply because of their further distance from the
freeway. You also have to consider the fact that the emission laws we have now were
not in effect then.
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I'm sure that the Park Owner was very aware that he had to offer a lower then Market
Rent, right from the beginning, in order to compete with the other parks that weren't
adjacent to the freeway. It's even more imperative today that the requested rent
increase not be approved because it would put most of our rents higher than the
majority at Vallecito. This would result in a double problem for the people who cannot
afford a rent increase and also couldn't sell their home, even at a reduced price, just
because of the higher rent.

When { moved here, because | couldn’t afford Valiecito, | assumed the rent was lower
because it was right on the freeway. But | didn’t know until | was living here how the
freeway noise interferes with your sieep and you're constantly cleaning black sooty dust
off everything inside and outside of the house. The worst thing is, we’re breathing that
black dirt every day. |didn’t know how dangerous it is to live here until | went on the
internet to do research for this letter.

I've also included the Caltrans report on the Annual Average Daily Traffic (AADT) for
101 Freeway in Thousand Oaks. | put brackets on our area near the 23 Freeway and
dots by the Wendy exit to Vallecito. | want to point out that Vallecito is several hundred
feet below and south of the freeway, while we're approximately 30’ below and adjacent
to the freeway.

In my 23 year career as a Real Estate Agent, appraisers were consistent in lowering
their appraisals if a property was adjacent to a busy street or freeway. The properties
always took longer to sell, even at a reduced price. Rental units were affected the same
way. Less rent and more vacancies. If this rent increase is not denied, there’s going to
be a high number of evictions and vacancies in Thunderbird Oaks.

I am requesting that this letter be included and attached to the Staff Report that will be
presented on the hearing date that has not yet been determined since the Oct. 18, 2010
canceled hearing. '

Attachments: Caltrans Annua! Average Daily Traffic -
Carbon Monoxide Linked to Heart Problems in Elderly 9/1/09
Air Pollution Linked to Hospitalizations for Pneumonia in Seniors 12/23/09
Higher Blood Pressure Found in People Living in Urban Areas 5/17/10
Poliution Takes lts Toll on the Heart 9/21/10 :
Strong Link Beiween Diabetes and Air Poliution 9/30/10
Air Pollution Alters Immune Function, Worsens Asthma Symptoms 10/6/10
Air Pollution Linked to Breast Cancer 10/7/10
Traffic Pollution Tied to Increased Emphysema Risk 10/14/10
Air Pollution Raises Risk of Sudden Cardiac Arrest 9/24/10

Beverly Potter

2611 Mohawk Ave, Sp. 125

Thousand Oaks, CA 91362

805-418-7016



Caltrans, Traffic Operations Program - Traffic and Vehicle Data Systems
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Description
0OS ANGELES, JCT. RTE. 5, SANTA ANAE LA
0S8 ANGELES, FOURTH ST INTERCHANGE
0S ANGELES, FIRST ST INTERCHANGE
0S ANGELES, JCT. RTE. 10, SAN BERNARDINO
0OS ANGELES, JCT. RTE. 10, SAN BERNARDINO
0OS ANGELES, VIGNES ST INTERCHANGE
OS ANGELES, ALAMEDAY LOS ANGELES STS
OS ANGELES, SPRING ST INTERCHANGE
OS ANGELES, JCT. RTE. 110, HARBOR/PASADENA
OS ANGELES, GLENDALE Bl VD INTERCHANGE
OS ANGELES, JCT. RTE. 2 NE, ALVARADO ST
0OS ANGELES, BENTON WAY/RAMPART ST
0OS ANGELES, SILVER LAKE BLVD INTERCHANGE
0OS ANGELES, VERMONT AVE INTERCHANGE
03 ANGELES, MELROSE AVE INTERCHANGE
OS ANGELES, JCT. RTE. 2 WEST, SANTA MONICA
1. OS ANGELES, WESTERN AVE INTERCHANGE
0OS ANGELES, SUNSETHOLLYWOQD BLVDS
OS ANGELES, GOWER ST/ARGYLE AVE
O8 ANGELES, CAHUENGA BLVD INTERCHANGE
OS ANGELES, HIGHLAND AVE INTERCHANGE
0OS ANGELES, BARHAM BLVD INTERCHANGE
OS ANGELES, LANKERSHIMA/ENTURA BLVDS
OS ANGELES, VINELAND AVE INTERCHANGE
08 ANGELES, JCT. RTES. 134/170, VENT/HOLLYWO
LOS ANGELES, JCT. RTES. 134/170, VENTMAHOLLYWD
OS ANGELES, LAUREL CANYON BLVD
LOS ANGELES, COLDWATER CANYON AVE
LOS ANGELES, WGODMAN AVE INTERCHANGE
LOS ANGELES, VAN NUYS BLVD INTERCHANGE
1.OS ANGELES, JCT. RTE. 405, SAN DIEGO FRWY
108 ANGELES, JCT. RTE. 405, SAN DIEGO FRWY
LOS ANGELES, HAVENHURST AVE INTERCHANGE
LOS ANGELES, BALBOA BLVD INTERCHANGE
QOS ANGELES, WHITE OAK AVE INTERCHANGE
1LOS ANGELES, RESEDA BLVD INTERCHANGE
0OS ANGELES, TAMPA AVE INTERCHANGE
0S ANGELES, WINNETKA AVE INTERCHANGE
0S5 ANGELES, DE SOTO AVE INTERCHANGE
0S8 ANGELES, CANOGA AVE INTERCHANGE
0S ANGELES, JCT. RTE. 27, TOPANGA CANYON
0S ANGELES, VENTURA BLVD INTERCHANGE
0S ANGELES, WOODLAKE AVE INTERCHANGE
0S ANGELES, MULHOLLAND DR INTERCHANGE
CALABASAS, PARKWAY CALABASAS
ICALABASAS, LAS VIRGENES CANYON RD
ALABASAS, LOST HILLS RD INTERCHANGE
AGOURA HILLS, LIBERTY CANYON RD
AGOURA HILLS, CHESEBROPALO COMADO
AGOURA HILLS, KANAN RD INTERCHANGE
AGOURA HILLS, REYES ADOBE RD INTERCHANGE
STLAKE VILLAGE, LINDERQO CANYON RD
08 ANGELESVENTURA COUNTY LINE
0S ANGELES/VENTURA COUNTY LINE \
OUSAND OAKS, JCT. RTE, 23 SOUTH, WESTLAKE
OUSAND OAKS, HAMPSHIRE RD INTERCHANGE
HOUSAND QAKS, JCT. RTE. 23 NORTH, MOORPAR;
OUSAND OAKS, MOORPARK RD INTERCHANGE
HOUSAND OQAKS, LYNN RD INTERCHANGE
HOUSAND OAKS, VENTU PARK RD INTERCHANGE
HOUSAND OAKS, BORCHARD RD INTERCHANGE
OUSAND OAKS, WENDY DR INTERCHANGE @
AMARILLO, CAMARILLO SPRINGS RD
AMARILLO, PLEASANT VALLEY RD INTERCHANGE
AMARILLC, JCT. RTE. 34, LEWIS RD INTERCHANGH

4

LI

b

AMARILLO, CARMEN DR INTERCHANGE

http: / fwww.dot.ca.gov/hq/traffops/saferesr/trafdataf2009all/Route101i.htm
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Month

144,000
131,000
129,000

221,000
217.000
209,000
226,000
272,000
265,000
270,000
265,000
252,000
238,000
225,000
197.000
218,000
198,000
213,000
233,000
282,000
263,000
243,000
115,000
116,000
291,000
295,000
297.000
298,000
165.000
156,000
329.000
311.000
313,000
302,000
294,000
284,000
274000
270,000
241,000
214,000
210,000
218,000
205,000
191,000
173,000
176.000
177.000
171,000
165,000
165,000

176,000

176,000
177,000
191,000
183,000
180,000
178,000
162,000
146,000
136,000
135,000
137,000

145,000;

Back
AADT

140,000
127,000
126,000

214,600
212,000
204,000
221,000
267,000,
260,000
264,000
259,000
246,000
232,000
218,000
192,000
212,000
193,000
207,060
227,000
272,000
253,000
234,000
113,000
113,000
283,000
286,000
289,000
290,000
157,500
151,000
315,000
296,000
296,000
285,000
277,000
267,000
256,000
252.000,
225,000
203,000
202,000
208,000
196,000
183,000
167,000
170,000
171,000
165,000
160,000
160,000

1072210 5:25 AM
MorTre

Ahead
AADT
140,000
127,000
126,000

214,000
212,000
204,000
221,000
267,000
260,000
264,000
259,000
246,000
232,000
218,000
192,000,
212,000
193,000
207,000
227,000
272,000
253,000
234,000
226,000
141,500
141,500,
286,000
289,000
290,000
302,000
157,500
157,500
296,000
296,000
285,000
277,000
267,000
256,000
252,000
225,000
203,000
202,000
208,000
196,000
183,000
167,000
170,000
171,000
165,000
160,0C0
160,000
166,000
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Iy Web address:
http://www.sciencedaily.com/releases/2010/05/
100510161244.htm

Your source for the latest research news

Evidence Growing of Air Pollution's Link to Heart
Disease, Death

ScienceDaily (May 11, 2010) — The scientific evidence linking air-pollution to heart attacks, strokes and
cardiovascular death has "substantially strengthened," and people, particularly those at high cardiovascular
risk, should limit their exposure, according to an updated American Heart Association scientific statement.

- The evidence is strongest for fine particulate matter (PM2.5) having a causal relationship to cardiovascular
disease, said the expert panel of authors who updated the association's 2004 initial statement on air
pollution, also published in Circulation: Journal of the American Heart Association.

The major source of PM2.5 is fossil fuel combustion from industry, traffic, and power generation. Biomass
burning, heating, cooking, indoor activities and forest fires may also be relevant sources, particularly in
certain regions.

"Particulate matter appears to directly increase risk by triggering events in susceptible individuals within
hours to days of an increased level of exposure, even among those who otherwise may have been healthy
for years," said Robert D. Brook, M.D., lead author of the statement, which was written after review of
epidemiological, molecular and toxicological studies published during the past six years.

"Growing evidence also shows that longer-term PM2.5 exposures, such as over a few years, can lead to an
even larger increase in these health risks. In this context, the American Heart Association said that PM2.5
should be recognized as a 'modifiable factor' that contributes to cardiovascular morbidity and mortality."

In the statement, the panel also concluded that there's a:

e "small yet consistent" association between short-term exposure to air pollution and pre-mature death;

o strong level of evidence supporting a relationship between air pollution and ischemic heart disease;

e "moderate, yet growing link" between air pollution and heart failure and ischemic stroke;

o "modest" level of evidence supporting an association between air pollution and peripheral vascular
diseases, irregular heartbeats and cardiac arrest.

The elderly and those with existing heart diseases, such as heart failure or coronary artery disease, and
perhaps those with diabetes appear to be at higher risk from short-term PM2.5 exposure.

"The foremost message for these high-risk groups remains that they should work to control their modifiable
traditional risk factors -- blood pressure, cholesterol, diabetes, smoking," said Brook, a cardiovascular
medicine specialist and associate professor in the Department of Internal Medicine at the University of
Michigan in Ann Arbor.

Page 1 of 3
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There are several ways by which PM2.5 could affect the cardiovascular system; however, one leading
explanation suggests that several components of PM2.5, once inhaled, can cause inflammation and irritate
nerves in the lungs. These responses can start a cascade of changes that adversely affect the rest of the body,
Brook said.

"It's possible that certain very small particles, or chemicals that travel with them, may reach the circulation
and cause direct harm," Brook said. "The lung nerve-fiber irritation can also disrupt the balance of the

-nervous system throughout the body. These responses can increase blood clotting and thrombosis, impair
vascular function and blood flow, elevate blood pressure, and disrupt proper cardiac electrical activity
which may ultimately provoke heart attacks, strokes, or even death.

"These studies also indicate that there is no 'safe’ level of PM2.5 exposure," he said.
Recommendations include:

e Physicians should emphasize treatment of traditional cardiovascular risk factors, which may lessen
patients' susceptibility to air pollution.

e All patients with cardiovascular disease should be educated about the risks of air pollution.

e Healthcare professionals should consider educating patients without cardiovascular disease but who
are at high risk, such as the elderly, individuals with metabolic syndrome or multiple risk factors and
those with diabetes.

e Based on air pollution levels, as forecasted by the Air Quality Index available in many media sources,
recommendations for methods to reduce exposure and limit activity should be followed depending on
the patient's level of risk.

Reducing exposure to air pollution takes effort at the population level by implementing national policies as
well as at the individual level, Brook said. "People can limit their exposure as much as possible by
decrcasing their time outside when particle levels are high and reducing time spent in traffic -- a common
source of exposure in today's world."

The American Heart Association and the Environmental Protection Agency are co-sponsoring a
Congressional briefing on Capitol Hill to educate lawmakers about the link between air pollution and
cardiovascular disease. The association plans to monitor opportunities at the state and federal level to
decrease the amount of particulate matter air pollution.

Co-authors are: Sanjay Rajagopalan, M.D.; Arden Pope III, Ph.D.; Jeffrey R. Brook, Ph.D.; Aruni
Bhatnagar, Ph.D.; Ana Diez-Roux, M.D., Ph.D.; Fernando Holguin, M.D.; Yuling Hong, M.D., Ph.D.;
Russel Lucpker, M.D.; Annette Peters, Ph.D.; David Siscovick, M.D.; Sidney C. Smith, M.D.; Laurie
Whitsel, Ph.D.; and Joel D, Kaufman, M.D.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Web address:
http://www.sciencedaily.com/releases/2009/12/

091223074703.htm

Untitled

Your squrce for the iatest research news

Air Pollution Linked to Hospitalizations for
Pneumonia in Seniors

ScienceDaily (Dec. 23, 2009) — A McMaster University researcher has found the first evidence that
prolonged exposure to higher levels of the pollutants found in car exhaust fumes and industrial air pollution
can lead to hospitalization for pneumonia in adults aged 65 and older.

Infectious disease specialist Mark Loeb led a research team to assess the effect of long-term exposure to
nitrogen dioxide and sulfur dioxide, both found in motor vehicle emissions, and fine particulate matter,
found in industrial air pollution, on the risk of hospitalization for pneumonia in older aduits. Loeb, a
physician, is a professor in the Department of Pathology and Molecular Medicine and the Department of
Clinical Epidemiology and Biostatistics of the Michael G. DeGroote School of Medicine.

The research results are to be published in the Jan. 1, 2010, issue of the American Journal of Respiratory
and Critical Care Medicine.

"Our study found that among older individuals, long-term exposure to traffic pollution independently
increased their risk of hospitalization for pneumonia," said L.oeb, who is also the director of the Infectious
Diseases Division at McMaster University. "We propose that exposure to air pollution may have increased
the individuals' susceptibility to pneumonia by interfering with lung immune defenses designed to protect
the lung from pathogens."

Loeb led a research team in recruiting 365 older adults from Hamilton who had been hospitalized with
radiologically confirmed pneumonia between July 2003 and April 2005. Control subjects randomly selected
from the same neighbourhoods as the patients were also enrolled in the study.

The research team used structured interviews to collect health data from participants and compared the two
groups' exposures to nitrogen dioxide, sulfur dioxide and fine particulate matter of less than 2.5 micrometres
using data from air-quality monitoring stations and land-use regression models.

The researchers found that exposure for more than 12 months to higher levels of nitrogen dioxide and fine
pamculate matter of less than 2.5 micrometres more than doubled the risk of hospitalization for pneumonia
in adults aged 65 and older. Exposure to sulfur dioxide was not associated with an increased risk of
hospitalization. '

"The results of this study highlight the importaht health impact that long-term exposure to ambient air
pollution can have on respiratory infections," Locb said. "It also emphasizes the need to monitor emissions
from vehicles, given that ground-level nitrogen dioxide is derived predominantly from traffic.”
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Pneumnonia is a leading cause of illness and death in order adults. Rates of hospitalization for pneumonia

among patients 65 year and older have increased in recent years. While the role of air pollution has been

recognized as a risk factor for asthma and other respiratory diseases, few studies have been completed on
the role of air pollution on pneumonia hospitalization in older adults.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Higher Blood Pressure Found in People Living in
Urban Areas

ScienceDaily (May 17, 2010) — People who live in urban areas where particulate air pollution is high tend
to have higher blood pressure than those who live in less polluted areas, according to researchers from the
University of Dusiburg-Essen in Germany.

The researchers used data from the Heinz Nixdorf Recall Study, an ongoing population-based cohort study
of almost 5,000 individuals that focuses on the development of heart disease. They analysed the effects of air
pollution exposure on blood pressure between 2000 and 2003.

While some earlier studies have shown that acute increases in particulate air pollution, such as day-to-day
fluctuations, can raise blood pressure, little was known about medium- and long-term exposure. "Our results
show that living in areas with higher levels of particle air pollution is associated with higher blood pressure,"
said Barbara Hoffman, M.D., M.P.H., head of the Unit of Environmental and Clinical Epidemiology,
University of Duisburg-Essen, and senior author of the study.

The results were presented at the ATS 2010 International Conference in New Orleans.

The authors used a dispersion and chemistry transport model to estimate long-term exposure to particulate
pollution. For the blood pressure measurement, they used an automated oscillometric device that detects the
blood's movement through the brachial artery and converts the movements into a digital reading.

They found that average arterial blood pressure rose by 1.7 mmHg for an increase of 2.4 pg/m? in the
exposure level to fine particulate matter (under 2.5 pm), which mostly originates from combustion sources
in urban areas (traffic, heating, industry, power plants). They found a similar association for coarser
particulate matter under 10 pm, which contains more earth crust material and roadway pollution.

"Both, systolic and diastolic blood pressure, are higher in people who live in more polluted areas, even if we
take important factors that also influence blood pressure like age, gender, smoking, weight, etc. into account.
Blood pressure increases were stronger in women than in men," explained Dr. Hoffman.

High blood pressure increases the risk for atherosclerosis, a hardening of the arteries, which leads to
cardiovascular diseases like heart attacks and strokes. "Our results might explain why people who live in
more¢ polluted areas are at a higher risk to suffer and die from these diseases," said Dr. Hotffman.

It has also been shown that chronic noise exposure, for example from living close to major roads, is
associated with higher blood pressure or with diseases of the heart.
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"In our study, air pollution levels represent averaged background concentrations which were not related to
nearness to busy streets," said Dr. Hoffman. "Therefore, the observed increase in blood pressure is not likely
due to noise exposure.

"This finding points out that air pollution does not only trigger life threatening events like heart attacks and
strokes, but that it may also influence the underlying processes, which lead to chronic cardiovascular
diseases. It is therefore necessary to further our attempts to prevent chronic exposure to high air pollution as
much as possible."

Dr. Hoffman and colleagues intend to study whether living in areas with higher levels of air pollution leads
to a faster progression of atherosclerosis of the coronary arteries, which supply the heart with fresh blood,
and of the carotid arteries, which supply the brain with fresh blood.

/ .
Several large studies in Europe and the United States are already under way and are expected to shed more

light on the chronic effects of living in polluted areas.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Pollution Takes Its Toll On the Heart

ScienceDaily (Sep. 21, 2010) — The fine particles of pollution that hang in the air can increase the risk for
sudden cardiac arrest, according to a new study conducted by a team from Long Island Jewish (L1J)
Medical Center and The Feinstein Institute for Medical Research.

Robert A. Silverman, MD, and his colleagues have been interested in the effects of ambient fine particulate
matter on a number of medical conditions, including cardiovascular disease and asthma. The US
Environmental Protection Agency (EPA) keeps tabs on air pollution through dozens of strategically placed
pollution sensors in cities and towns throughout the country. This data allowed the researchers to collect
data on average 24-hour values of small particulates and other gaseous pollutants around New York City
during the summer (when pollution is higher) and winter months. They then compared that data to the 8,216
out-of -hospital cardiac arrests that occurred between 2002 and 2006. Most people in the throes of a cardiac
arrest do not survive in time for emergency medical service teams to save them.

What they were looking for was simple: Were there more cardiac arrests on high pollution days than on
lower pollution days? In the American Journal of Epidemiology, Dr. Silverman and his fellow researchers
reported that for a 10ug/m3 rise in small particle air pollution, there was a four-to-10 percent increase in the
number of out-of-hospital cardiac arrests. The current EPA standard is 35ug/m3. The effect was much
greater in the summer months, said Dr. Silverman, an associate professor of emergency medicine and
director of research at L1J's Department of Emergency Medicine. The scientists also evaluated levels of
ozone, nitric oxide, sulfur dioxide and carbon monoxide, but these showed a much weaker relationship.
Analysis of the data from the death records and the 33 EPA monitors was conducted in collaboration with
Kazuhiko Ito, PhD, an assistant professor at the Nelson Institute of Environmental Medicine at New York
University School of Medicine and investigators from the New York City Fire Department, John Freese,
MD, Brad J. Kaufman, MD, David J. Prezant, MD, and James Braun.

"Small particulate matter is dangerous to health," said Dr. Silverman. "We need to figure out ways to
combat air pollution and decrease the number of high-pollution days." He added that pollution related
cardiac arrests occurred during times when the levels were high but still below the current EPA safety

threshold.

The rescarchers are now looking for a relationship between out-of-hospital cardiac arrests and traffic flow
patterns. Other studies have suggested that one in three people live in areas where small particulate matter
levels are considered unhealthy.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Strong Link Between Diabetes and Air Pollution
Found in National U.S. Study

ScienceDaily (Sep. 30, 2010) — A national epidemiologic study finds a strong, consistent correlation
between adult diabetes and particulate air pollution that persists after adjustment for other risk factors like
obesity and ethnicity, report researchers from Children's Hospital Boston. The relationship was seen even at
exposure levels below the current EPA safety limit.

The report, published in the October issue of Diabetes Care, is among the first large-scale population-based
studies to link diabetes prevalence with air pollution. It is consistent with prior laboratory studies finding an
increase in insulin resistance, a precursor to diabetes, in obese mice exposed to particulates, and an increase
in markers of inflammation (which may contribute to insulin resistance) in both the mice and obese diabetic
patients after particulate exposure.

Like the laboratory studies, the current study focused on fine particulates of 0.1-2.5 nanometers in size
(known as PM2.5), a main component of haze, smoke and motor vehicle exhaust. The investigators, led by
John Pearson and John Brownstein, PhD, of the Children's Hospital Informatics Program, obtained county-
by-county data on PM2.5 pollution from the Environmental Protection Agency (EPA), covering every
county in the contiguous United States for 2004 and 2005.

They then combined the EPA data with data from the Centers for Disease Control (CDC) and the U.S.
Census to ascertain the prevalence of aduilt diabetes and to adjust for known diabetes risk factors, including
obesity, exercise, geographic latitude, ethnicity and population density (a measure of urbanization).

"We wanted to do everything possible to reduce confounding and ensure the validity of our findings," says
Pearson, the study's first author.

In all analyses, there was a strong and consistent association between diabetes prevalence and PM2.5
concentrations. For every 10 pug/m3 increase in PM2.5 exposure, there was a 1 percent increase in diabetes
prevalence. This finding was seen in both 2004 and 2005, and remained conststent and significant when
differing estimates of PM2.5 exposure were used.

"We didn't have data on individual exposure, so we can't prove causality, and we can't know exactly the
mechanism of these peoples' diabetes," acknowledges Brownstein. "But pollution came across as a
significant predictor in all our models."

Even among counties falling within EPA limits for exposure, those with highest versus the lowest levels of
PM2.5 pollution had a more than 20 percent increase in diabetes prevalence, which remained after
controlling for diabetes risk factors.
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"From a policy perspective, the findings suggest that the current EPA limits on exposure may not be
adequate to prevent negative public health outcomes from particulate matter exposure," Brownstein says.

"Many environmental factors may contribute to the epidemic of diabetes in the United States and
worldwide," notes Allison Goldfine, MD, head of clinical research at the Joslin Diabetes Center and a
coauthor on the study. "While a lot of attention has correctly been attributed to caloric excess and sedentary
behaviors, additional factors may provide novel approaches to diabetes prevention.”

Based on their findings, the researchers call for more study of environmental factors in diabetes, including
basic research on the inflammatory mechanisms in diabetes and the role of PM2.5.

"We would like to access better individual-level data on diabetes and exposure,” adds Brownstein. "We also
have an interest in investigating this finding internationally where standards may be less stringent."

The study was funded by the National Center for Biomedical Computing of the National Institutes of
Health.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Air Pollution Alters Immune Function, Worsens
Asthma Symptoms, Study Finds

ScienceDaily (Oct. 6,2010) — Exposure to dirty air is linked to decreased function of a gene that appears to
increase the severity of asthma in children, according to a joint study by researchers at Stanford University
and the University of California, Berkeley.

While air pollution is known to be a source of immediate inflammation, this new study provides one of the
first pieces of direct evidence that explains how some ambient air pollutants could have long-term effects.

The findings, published in the October 2010 issue of the Journal of Allergy and Clinical Immunology, come
from a study of 181 children with and without asthma in the California cities of Fresno and Palo Alto.

The researchers found that air pollution exposure suppressed the immune system's regulatory T cells (Treg),
and that the decreased level of Treg function was linked to greater severity of asthma symptoms and lower
lung capacity. Treg cells are responsible for putting the brakes on the immune system so that it doesn't react
to non-pathogenic substances in the body that are associated with allergy and asthma. When Treg function
is low, the cells fail to block the inflammatory responses that are the hallmark of asthma symptoms.

The findings have potential implications for altered birth outcomes assoctated with polluted air, much the
same as those noted for the effects of cigarette smoke.

"When it came out that cigarettes can cause molecular changes, it meant the possibility that mothers who
smoked could affect the DNA of their children during fetal development,” said study lead author Dr. Kari
Nadeau, pediatrician at Stanford's Lucile Packard Children's Hospital and an assistant professor of allergy
and immunology at Stanford's School of Medicine. "Similarly, these new findings suggest the possibility of
an inheritable effect from environmental pollution.”

Forty-one participants came from the Fresno Asthmatic Children's Environment Study (FACES), a
longitudinal study led by principal investigator Dr. Ira Tager, professor of epidemiology at UC Berkeley's
School of Public Health, and co-principal investigator S. Katharine Hammond, UC Berkeley professor and
chair of environmental health sciences. The researchers also recruited 30 children from Fresno who did not
have asthma.

"I'm not aware of any other studies that have looked at how chemicals can alter cells so early in the
regulatory process, and then connected that effect to clinical symptoms,” said Tager. "There ate people who
still question the direct link between air pollution and human health, but these findings make the health
impact of pollutants harder to deny."
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Fresno was chosen because it is located in California's Central Valley, where trapped hot air mixes with
high traffic and heavy agriculture to create some of the highest levels of air pollution in the country. It is
also a region known for its high incidence of asthma: Nearly one in three children there have the condition,
earning Fresno the nickname, "The Asthma Capitol of California."

The researchers compared the participants from Fresno with 80 children, half with asthma and half without,
in the relatively low-pollution city of Palo Alto, Calif. The children were matched by age, gender and
asthma status, among other variables. The children were tested for breathing function, allergic sen51t1V1ty
and Treg cells in the blood.

Daily air quality data came from California Air Resources Board monitoring stations. The researchers
calculated each child's annual average exposure to polycyclic aromatic hydrocarbons (PAH), a byproduct of
fossil fuel and a major pollutant in vehicle exhaust.

The study found that the annual average exposure to PAH was 7 times greater for the children in Fresno
compared with the kids in Palo Alto. Levels of ozone and particulate matter were also significantly higher in
Fresno. :

Not surprisingly, the study found that the children in Fresno had lower overall levels of Treg function and
more severe symptoms of asthma than the children in Palo Alto. For example, the non-asthmatic children in
Fresno had Treg function results that were similar to the children with asthma in Palo Alto.

The study authors correlated increased exposure to PAH with methylation of the gene, Forkhead box
transcription factor (Foxp3), which triggers Treg cell development. Methylation effectively disables the
gene's function, leading to reduced levels of Treg cells. The connection between Treg function and the
severity of asthma symptoms held for children in both groups.

While previous studies have found associations between pollution -- especially motor vehicle exhaust -- and
an increased risk of developing asthma, few have traced its molecular pathway so completely, the study
authors said.

"The link between diesel exhaust and asthma could simply have been that the particulates were irritating the
lungs," said Nadeau. "What we found is that the problems are more systemic. This is one of the few papers
to have linked from A to Z the increased exposure to ambient air pollution with suppressed Treg cell levels,
changes in a key gene and increased severity of asthma symptoms.”

The researchers noted that Treg cells are important for other autoimmune disorders, so the implications of
this study could go beyond asthma.

Other co-authors of the study are Dr. John Balmes, UC Berkeley professor of environmental health
sciences; Elizabeth Noth and Boriana Pratt, UC Berkeley researchers at FACES; and Cameron McDonald-
Hyman, research assistant at Stanford University's School of Medicine.

The National Institutes of Health, U.S. Eavironmental Protection Agency and the American Lung
Association helped support this research.

Editor's Note: This article is not intended to provide medical advice, diagnosis or treatment.
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Air Pollution Linked to Breast Cancer, Study
Suggests

ScienceDaily (Oct. 7, 2010) — Air pollution has already been linked to a range of health problems. Now, a
ground-breaking new study suggests pollution from traffic may put women at risk for another deadly
discase. The study, published in the journal Environmental Health Perspectives, by researchers from The
Research Institute of the MUHC (RI MUHC; Dr. Mark Goldberg), McGill University {Drs. Goldberg, Dan
Crouse and Nancy Ross), and Umversité de Montréal (Dr. France Labréche), links the risk of breast cancer -
- the second leading cause of death from cancer in women -- to traffic-related air pollution.

"We've been watching breast cancer rates go up for some time, "says study co-author Dr. Mark Goldberg, a
rescarcher at The RI MUHC. "Nobody really knows why, and only about one third of cases are attributable
to known risk factors. Since no-one had studied the connection between- air pollution and breast cancer
using detailed air pollution maps, we decided to investigate it."

Dr. Goldberg and his colleagues approached the problem by combining data from several studies. First, they
used the results of their 2005-2006 study to create two air pollution "maps" showing levels of nitrogen
dioxide (NO2), a by-product of vehicular traffic, in different parts of Montreal in 1996 and 10 years earlier
in 1986.

Then, they charted the home addresses of women diagnosed with breast cancer in a 1996-97 study onto the
air pollution maps. Their findings were startling. The incidence of breast cancer was clearly higher in areas
with higher levels of air pollution.

"We found a link between post-menopausal breast cancer and exposure to nitrogen dioxide (NO2), which is
a 'marker’ for traffic-related air pollution," says Dr. Goldberg. "Across Montreal, levels of NO2 varied
between 5 ppb to over 30 ppb. We found that risk increased by about 25 per cent with every increase of
NO?2 of five parts per billion. Another way of saying this is that women living in the areas with the highest
levels of pollution were almost twice as likely to develop breast cancer as those living in the least polluted
areas.” '

These disturbing results must be interpreted with great caution, warns Dr. Goldberg. "First of all, this
doesn't mean NO2 causes breast cancer,” he explains. "This gas is not the only pollutant created by cars and
trucks, but where it is present, so are the other gases, particles and compounds we associate with traffic --
some of which are known carcinogens. NO2 is only a marker, not the actual carcinogenic agent,"

A study of this kind can be subject to unknown errors. While the researchers tried to account as much as
possible for them, areas of uncertainty remain. "For example, we don't know how much the women in the
study were exposed to pollution while at home or at work, because that would depend on their daily patterns
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of activity, how much time théy spend outdoors and so on," says Dr. Goldberg.

Dr. Labréche adds "Some studies published in the US have also shown possible links between cancer and
air pollution. At the moment, we are not in a position to say with assurance that air pollution causes breast
cancer. However, we can say that the possible link merits serious investigation. From a public health
standpoint, this possible link also argues for actions aimed at reducing traffic-related air pollution in
residential areas.”

The study was a collaborative effort by researchers from the Research Institute of the MUHC, McGill
University and Université de Montreal. 1t was funded by a research grant from the Canadian Cancer Society
and another one from the Canadian Institutes of Health Research (CIHR).

Editor's Note: This article is not intended to provide medical advice, diagnosis or treafinent.

Email or share this : i More
story:

Story Source:

The above story is reprinted (with cditorial adaptations by ScienceDaily staff) from materials
provided by McGill University Health Centre.

Journal Reference:

1. Dan L. Crouse, Mark S. Goldberg, Nancy A. Ross, Hong Chen, France Labr?che. Postmenopausal
Breast Cancer is Associated with Exposure to Traffic-related Air Pollution in Montreal, Canada: A
Case-Control Study. Environmental Health Perspectives, 2010; DOI: 10.1289/ehp.1002221

Need to cite this story in your essay, paper, or report? Use one of the following formats:
& APA

> MLA

McGill University Health Centre (2010, October 7). Air pollution linked to breast cancer, study suggests.
ScienceDaily. Retrieved October 22, 2010, from http://www.sciencedaily.com
/releases/2010/10/101006104003.htm

Note: If no author is given, the source is cited instead.

Page 2 of 2
CTO 02010



Untitled ‘ 10/22/10 5:05 AM

M edlinePlus i National Isttotes of Hoalth

Trusted Heaith information for You

Traffic pollution tied to
increased emphysema risk
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Thursday, October 14, 2010

REUTERS

HEALTH (NFORMATION

By Amy Norton

‘NEW YORK (Reuters Health) - People who spend years living near
high-traffic roadways may be more likely to develop emphysema
and related lung problems than those who live in less-traveled
areas, a new study suggests.

Research has shown that air pollution can exacerbate symptoms in
people with lung diseases like asthma and chronic obstructive
pulmonary disease (COPD), a group of serious lung conditions that
includes emphysema and chronic bronchitis.
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But whether long-term exposure to pollution affects the odds of
developing COPD in the first place has been unclear.

In the new study, researchers found that among nearly 53,000
‘Danish adults followed for up to 35 years, those estimated to have
the greatest cumulative exposure to traffic pollution were more
likely to develop COPD than those with the least exposure.

The findings, reported in the American Journal of Respiratory and
Critical Care Medicine, point to an association between traffic
pollution and COPD risk. They do not, however, prove cause-and-
effect. |

Cigarette smoking is the primary cause of COPD, estimated to be
behind more than 95 percent of cases. Other environmental
factors, such as heavy exposure to dust from coal, grain or wood,
may also lead to COPD.

The current findings raise the possibility that long-term exposure
to traffic potlution contributes to the risk in some people —-
particularly those made vulnerable by certain health conditions,
like asthma.

If that's the case, the risk of any one person developing COPD due
to such exposure would be "very small," as compared with
smoking or exposure to second-hand smoke, according to lead
researcher Zorana J. Andersen, of the Danish Cancer Society in
Copenhagen.
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Still, she told Reuters Health in an email, on the population level,
even a small risk associated with traffic potiution would "not be
negligible," considering the millions of people living in high-traffic
urban areas.

The fihdings are based on 52,799 adults ages 50 to 64 who
completed questionnaires on their health and lifestyle factors,
including smoking history, in the mid-1990s.

Andersen's team used data from the Danish national hospital
register to find any first-time admissions for COPD in the group
between 1971 and 2006. They also estimated individuals' long-
term exposure to traffic pollutants based on their residential
addresses throughout the study period.

Overall, just over 3 percent of participants had a first-time hospital
admission for COPD during the study period.

When the researchers looked at participants' average long-term
exposure to nitrogen dioxide -- a pollutant produced by car
exhaust —- they found that those in the top 25 percent for
exposure were more likely to be hospitalized for COPD than those
in the bottom 25 percent.

The association between traffic pollution and COPD risk was
stronger among people with asthma or diabetes than those
without the conditions.

This, according to Andersen's team, raises the possibility that
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people with health conditions that cause systemic inflammation in
the body might be more vulnerable to any effects of traffic
pollution on lung function.

However, the researchers also caution that, in statistical terms,
these associations were weak or of "borderiine” significance.

This, they write, calls for "caution in interpreting the strength of
(the) reported associations and replication of these results by other
studies."

Other limitations of the study include the fact that participants’
pollution exposure was estimated based on their addresses;
“individuals' actual pollution exposure, from a range of sources,
was not known, -

Even so, Andersen said that people should be aware that heavy
exposure to traffic pollution has been associated with a number of
health risks —-- including asthma development and deaths from
heart disease and stroke. The American Heart Association suggests
that people with heart disease and other at-risk individuals --
including the elderly and those with risk factors for heart disease,
like diabetes and high blood pressure —- try to limit their
exposure to congested roadways.

On a broader level, Andersen noted, links between air pollution
and health risks are important in supporting policies aimed at
pollution control.
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Rate rose even when spikes in fine particle levels were below
EPA safety threshold, researchers find
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By Robert Preidt
Friday, September 24, 2010

Healthizay

FRIDAY, Sept. 24 (HealthDay News) -- Fine particles
of pollution that linger in the air can increase the
risk of sudden cardiac arrest, warns a new study.

Researchers compared data about air poliution levels
| B in New York City and 8,216 out-of-hospital cardiac
protection Agency  Arrests that occurred in the city between 2002 and
2006.
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They found that a rise of 10 micrograms per cubic meter of air in
small-particle air poliution was associated with a 4 to 10 percent
increase in the number of out-of-hospital cardiac arrests.

Pollution-related cardiac arrests occurred when particulate levels
were high but still below the current EPA safety threshold of 35
micrograms per cubic meter of air.

This association was much stronger in the summer months, said
the researchers from the North Shore-Long Island Jewish Healith
System.

The study appears online Sept. 20 in the American Journal of
Epidemiology.

"Small particulate matter is dangerous to health,” study author Dr.
Robert Silverman, an associate professor of emergency medicine
and director of research in the department of emergency medicine
at Long Island Jewish Medical Center, said in a health system news
release.

"We need to figure out ways to combat air pollution and decrease
the number of high-pollution days," he added. |

_This study adds to the growing number of studies that suggest air
pollution is bad for the heart.

Earlier this year, the American Heart Association issued a
statement noting that evidence is growing that air pollution is a
risk factor in heart attack, stroke and cardiovascular death.

Page 2 of 3
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Dan Goldstein
3280 Erinlea Avenue
Newbury Park, CA 91320
dan@conejovalleyguide.com
(805) 312-5952 (cell)

November 12, 2010

Thousand Qaks Rent Adjustment Commission and
City Staff

Thousand Oaks City Hall

2100 Thousand Qaks Boulevard

Thousand Qaks, CA 91361

Re:  Critical Inaccuracies and Discrepancies with October 8, 2010 Hart, King &
Coldren Letter to City and Revised Proposed Rent Adjustment for
Thunderbird Oaks Mobile Home Park

Hearing Date: January 10, 2011
Dear Commissioners and City Staff,

As you are aware, I have provided financial support for the efforts of Mark Sellers of Jackson
DeMarco Tidus Peckenpaugh (“JDTP”) and previously raised issues with the Rent Adjustment
Application (the “Application”) filed by A.V.M.G.H., Ltd dated May 27, 2010 in my letter to the
City Manager dated August 26, 2010. I have visited Thunderbird Oaks Mobile Home Park (the
“Park” or “Thunderbird”) and talked with a number of the tenants in that Park on many
occasions. 1 am aware of the limited financial resources of many of the tenants and the general
level of investment those tenants have made in their coaches and space improvements. I have
reviewed the Application and the Park Owner’s (the “Owner” or “Applicant”) supplemental
submittals. I have reviewed the Thousand Oaks Rent Stabilization City Codes and the Rent
Adjustment Committee’s adopted resolutions setting out the regulations for space rent increases
in mobile home parks. I am familiar with the concept of providing the park owner with a “just
and reasonable refurn” and the concept of Maintenance of Net Operating Income. I had
reviewed and provided input into Mr. Sellers’ letter of September 23, 2010, and it accurately
reflects my concerns about the Application. I continue working directly with the residents of the
Park and Mr. Sellers.

My background includes over 23 years of financial and accounting experience, I eamed my CPA
license while working at global accounting firm Ernst & Young and an MBA at the Anderson
School at UCLA. 1 have performed extensive auditing, accounting and financial analysis at
numerous companies and clients and currently serve as CFO of a 2010 Inc. 1000 company based
in Camarillo. Previously, I was appointed to serve on the City of Thousand Qaks Investment
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Review Committee and the County of Ventura Tobacco Settlement Program Finance Oversight
Committee where I served as Chairman.

I have reviewed the Hart, King & Coldren (“HK&C™) letter to the City dated October 8, 2010
and was shocked at the number of critical errors, omissions and misstatements in the information
provided by the Owner and HK&C. The revised proposed rent increase of $260.62 per space
represents as much as an 81% increase in rent for tenants of the Park. Such draconian increase, if
approved, would have a dramatic, negative impact on the lives of most Park tenants. As such, it
is critical that the underlying data and claims made by the Owner and HK&C are accurate and
relevant.

HK&C’s Claim That “Park Tenants Have Benefited from a 30 Year Free Ride.”

On page 2 of its letter, HK&C claims that the Owner of the Park "had no rent documents from
the period 1979-1989 because the information was kept by his prior accountant, who is now
deceased and whose firm is now dissolved." On page 5, HK&C makes the dramatic statement "it
is the Park tenants who have been systematically taking advantage of below market rents for
nearly 30 years to the great disadvantage of the Owner." These assertions stem several questions:

1. If the Owner was "systematically” taken advantage of by tenants of the Park for nearly 30
years as HK&C claims, why did he not apply for a Just and Reasonable Return
application sometime, anytime over the last 30 years? This claim is simply ludicrous.
The City of Thousand Oaks Rent Adjustment Commission (the “Commission™) adopted
Resolution No. RAC-2, spelling out guidelines for claiming Just and Reasonable Return
requests by City Mobile Home Park Owners, on May 7, 1981. The Owner owns five
mobile hoine parks. Logically, he would have carefully studied the Thousand Oaks rent
control regulations and his options for space rent increases. The Owner clearly did not
feel he was taken advantage of since, if he did, he would have previously filed for a Just
and Reasonable Return increase as that mechanism has been in place for nearly 30 years
to remedy such concern.

2. “Base year” (1979) records are very important under any rent control system. If indeed
the Owner felt "systematically” taken advantage of for nearly 30 years, why would he not
have maintained or assured the safekeeping of financial records for the period 1979-
19897 If the Owner truly had felt taken advantage of, he would have maintained such
information for a Just and Reasonable Return claim and/or would have instructed his
accountant to maintain the information on his behalf. Had he instructed the accountant to
maintain the financial information, he could have obtained the information upon the
accountant's passing. That said, CPAs I know typically maintain clients’ records for no
more than 5 to 7 years but communicate to their clients prior to disposing of records. It is
the Owner’s responsibility to maintain adequate financial information for the purposes of
computing 1979 Net Operating Income, not the City’s responsibility or anyone else’s.
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HK&C claims that “mobilehome tenants have benefited from significantly high mobilehoine
resale values far in excess of the coach value as a result of being ‘in-place’ in a mobilhome park
subject to the City’s draconian Rent Control Ordinance™ and goes on to reference a chart that
compares changes in real estate prices/rents in Thousand Oaks from 2002 to 2007.

There is nothing draconian about the City’s Rent Control Ordmance. Rent stabilization or
control laws are enacted to prevent park owners from "systematically” taking advantage of the
tenant’s substantial investment in their coaches with little or no options to relocate. Like most
other rent control systems now in effect throughout California, it allows for a reasonable annual
automatic increase for all space rents based on a percentage (in Thousand Oaks, 75%) change in
the applicable CPI, as well as a methodology and mechanism for making an additional
discretionary “just and reasonable return” increase, if such increase is sufficiently justified and
supported a park owner’s application and submitted records.

It is misleading (and amusimg) that HK&C would reference changes m real estate prices during
the largest bubble in housing prices in our lifetime, leading up to the biggest crash in real estate
prices in our lifetime. The period used for the chart was 2002 to 2007. Assuming the underlying
data was relevant and accurate, that particular period showed an alleged “astronomical 139%”
increase in mobilchonie resale values at the Vallecito Mobile Home Park during that time. They
couldn’t have cherry picked a better time frame. Perhaps they should review current prices at
Vallecito, which I suspect will show something close to zero change m resale prices in
comparison to 2002 prices. Better yet, why not take a look at Thunderbird if you are attemptimg
to make the argument that Park tenants have benefited financially in comparison to homeowners.
Median home prices have dropped over 40% since the 2006-2007 peak and there has been no
corresponding drop in mobile home rental rates. Many feel that the real estate market may not
have bottomed out yet.1 So if anyone has benefitted in recent years, it is the Owner, not park
tenants! '

Contradictory Statements Regarding 1979 vs 1986 and Other Base Year Information

The most critical component of the Application’s Maintenance of Net Operating Income formula
is the accuracy of the 1979 Base Year Net Operating Income (“*NOI”), because every dollar is
magnified by a Price Level Adjustment over a 30 year period, roughly tripling every dollar.
Thus, for each dollar of possible under/overstatement, the resulting amount that is then compared
to 2009 financial information is magnified by a factor of 3 (although please review the important
section below entitled “Erroneous Calculation of Price Level Adjustinent, which highlights the
fact that the Owner’s CPI index calculation is grossly inaccurate and not in accordance with City
requiremients). It is the Owner’s responsibility to provide accurate, actual 1979 Base Year

' Foreclosure filings reported on U.S. properties in September 2010 show an mcrease of

nearly 3 percent from the previous month and a record total of bank repossessions in
Septetnber, “the first time bank repossessions have surpassed the 100,000 mark in a single
month.” RealtyTrac.com, Oct 14, 2010.
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fmancial information. He has not done so. As a result, what should have been quite a simple,
uncomplicated Application was over 60 pages of confusing, misleading information in their
efforts to “create” a 1979 Base Year using 1986 information.

HK&C claims that “City Regulations require that 1979 be the Base Year unless the Owner can
make a very stringent showing and unless the Owner specifically requests another Base Year and
substantiates the use of such alternative base year.” What i1s meant by “a very stringent
showing?”

HK&C references RAC-2 “In the event that the 1979 financial information is not
available, and where the loss of such records can be substantiated by clear and
convincing evidence, the landlord of record in 1979 may substitute as a base year the first
year following 1979 for which records are available.”

What we agree on is that 1979 is the “desired” base year to be used when actual financial
information for that year is available. Where we disagree is HK&C’s insistence that “the Park
Owner” has the sole power to request another base year. Nothing in RAC-2 so limits the
Commission’s use of a subsequent vear as the “base year” when the 1979 actual records are not
available. What the park owner requests is not relevant. The facts are the 1979 financial
records, ALL of them, including Gross Rental Incomne and Operating Expenses, not just a small
sainpling of historical records from a handful of current Park tenants, representing complete
records necessary for an accurate MNOI calculation, have not been submitted. Under RAC Res.
No. 2, Section 4, the Commission must use the first year following 1979 for which there are
records and financial immformation, here 1987.

HK&C notes that the "Park Owner conducted sigmficant due diligence to determine what he
thought was the actual 1979 Base Year rent level for the Park prior to filing the Application.” 1
find this statement to be highly unusual, particularly given Bruce Hohn's declaration (Attachment
3 to original Rent Adjustment Application) that "the Thunderbird Oaks monthly rents did not
increase from the Base Year of 1979 through 1983" as declared "under penalty of perjury that the
foregoing facts are true.” Since the Owner allegedly and negligently did not retain any financial
records to support his claim for additional rent, one would think that the Owner would perform
an extensive review for such documentation given how critical 1979 Base Year information is
for the Application. Perhaps the Owner could have asked tenants of the Park for rental
information back in May of 2010, prior to submitting the initial Application. Instead, his
memory was “refreshed” only after somne tenants of the Park were able to find this information.

Notwithstanding the contradictory statements made by the Owner and HK&C regarding the
availability of 1979 Base Year financial information, it is 100% clear to us that 1979 Base Year
financial information has not been made available by the Owner. In lieu of that critical
information, RAC-2 Sec. 4 indicates that the next best course of action to the landlord is to
“substitute the first year following 1979 for which records are available.”
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HK&C erroneously alleges “the Park Owner is not required to use a different year if financial
mformation is not available; he merely has an option to do so as indicated by the use of the word
‘may’ in the above-cited regulation (RAC-2 Sec. 4)” This interpretation is utterly ridiculous.
The word “may” merely indicates to the Owner that should he not have 1979 financial
information available, then he may SUBSTITUTE that year for the next available year. This is
further highlighted by verbiage in 4.01 and 4.02 for situations where financial records are not
available from a previous landlord, in which case, again, the base year may be substituted. The
word substitute does not imply that year should be used to speculate and estimate what the 1979
Base Year data “should (or could) have been.”

To be clear, the words, tone and context of RAC-2 Sections 3 and 4 spell out the following:
1. The base year shall be 1979 when the financial information for that year is available.

2. If 1979 financial information is NOT available (as is the case here), the landlord must
provide evidence that this is indeed the case. In the current instance, the Owner and
HK&C have clearly stated that the Owner did not retain 1979 financial information.

3. If the landlord still feels a need to request a Just and Reasonable Return request even
without the requisite 1979 financial information, the Commission allows the landlord to
substitute the first year following 1979 for which records are available. Clearly that
means that, say, if 1987 were the first year for which financial information were
available, then 1987 would be the new base year.

4. Upon computing the NOI for that replacement base year, the Price Level Adjustment
referenced at RAC-2 Sec. 3.04 would be applied to that base year. In the above example,
it would be applied from 1987 through the current year,

Separately, in the Application, the Owner has used 1986 as base year, yet in HK&C’s October 8,
2010 letter they indicate financial records are not available 1979-1989. Is this statement in emror
or is 1986 detailed financial information available? If it is, 1986 should be the base year used in
the calculation and we would appreciate the ability to review, in detail, the components of NOI
for that year. If 1990 is the first available year (based on HK&C’s statement that records are not
available through 1989), then 1990 should be made the base year of the NOI for the Application
and we also would seek to review that financial information after the Application 1s re-submitted.

HK&C on page 11 of its letter references the MHC Operating Limited Partnership v. City of San
Jose case for supporting its argument that a subsequent year (in this case, 1986) can be used to
‘estimate 1979 Base Year financial information. However, in that case the expert indicated eighty
percent of expenses can be estimated “pretty precisely,” which is not the situation for the current
Application. In addition, whatever can be estimated for Thunderbird has an end result that will
be magnified by a Price Level Adjustment factor over a 30 year period as compared to only a 13
year period in the MHC case. Finally, if you simply look at the huge discrepancy in cost
increases on page 4 of the Application from the “Base Year” to the Current Year, you will see

CTO 02022



CTO 02023

Thousand Oaks Rent Adjustment-Commission
Application of A.V.M.G.H. Ltd. -- Thunderbird Oaks
Page 6

expenses can change at wildly diverging rates. In summary, relying on an estimate to derive a
base year that “might” be somewhat accurate is not reasonable, appropriate or fair for the
Application and Park Tenants.

Erroneous Calculation of Price Level Adjustment

In the Owner’s original Application (and utilized again in the revised Application), he derives a
“CPI price level adjustment™ by dividing a March 2010 “Current Year CP1” of 225.48 by a
December 1979 “Base Year CPI” of 77.20 to calculate a 292.1% “Percentage Change in CPI”
that in turn is multiplied by the alleged Base Year NOI. Attachment 1 to the original Application
references the CPI price level adjustment in Item 31 of City Application Form NOI Worksheet
(“Worksheet”). '

Item 31 on the Worksheet indicates the price level adjustment as “Net operating incoine adjusted
by Index for each year subsequent to base year up to current year.” Notice the word “Index” is
capitalized as a defined item. For many reasons cities do apply the full CPl to rent increases
(CPI factors of changes m cost for food, education and recreation may not be indicative of cost
factors in operating a mobile home park). Like many California rent control ordinances, the
City’s Mobile Home Rent Stabilization Ordinance (the “Ordinance™) in Sec. 5-25.02 defines its
Index as:

“Index” means the figure employed when determining allowable rent increases under
Section 5-25.05, and shall be calculated by taking seventy-five (75%) percent of the Los
Angeles-Long Beach-Anaheimn, Consumer Price Index for all urban consumers for the
year ending April 1, rounded to the nearest tenth. No index in excess of seven (7%)
percent shall be employed.

Nowhere does RAC-2, the City Application Form or the Ordinance reference using an
unadjusted CPI rate in the Application. The Applicant did not properly follow this
instruction and thus any Application and calculation therein must be corrected before
being considered by the City.

Following is a table that illustrates the maximum allowable Price Level Adjustment using the
City’s Ordinance and definitions.
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Inaccuracies and Discrepancies in the Market Rental Value Report of John P. Neet

The first page of John Neet's report indicates his opinion on the market rental “value” for a
“space” is as of February 29, 1980, because this was the date of City of Thousand Oaks
Ordinance No. 747-NS. Additionally, on page 12 of the report he feels "it is very likely that the
market rent levels in the latter part of 1979 were not substantially different than concluded
above" (i.e. February 29, 1980). This is puzzling because HK&C states in page 2 of its letter that
John Neet's appraisal establishes the 1979 Base Year market rent “level” for the “park.™ If this
were the case, Mr. Neet more appropriately should have been imstructed to calculate a 1979
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estimate factoring in the market rates for the calendar vear 1979 Base Year. Commission
Resolution No. RAC-2 requires 1979 be used as Base Year (assuming records for 1979 are
available, which of course as we already know is not the case). As a result, the calculation is
flawed as it relates to calculating a Just and Reasonable Return claim as defined in RAC-2,
because it is based on an incorrect point in time (February 29, 1980) rather than for the 12 month
period ending December 31, 1979 (or other base year).

Page 6, Item 21 of Neet's report indicates:

“The appraiser is not an expert in the ficld of hazardous materials. This appraisal does not
constitute an expert inspection of the property for environmental or health hazards. The
only way to be certain as to the condition of the property with respect to ‘environmental
hazards’ is to have an expert in the field inspect the property. This appraisal should not be
relied upon as to whether environmental hazards exist on or near the property. [t is the
appraiser’s recommendation that a Phase I Environmental Assessment be obtained on this

or any other property prior to making any inonetary decision involving the property to
determine the potential for environmental hazards.”

Thunderbird Oaks borders the 101 Freeway and is approximnately 30 feet below and adjacent to
the 101, causing constant Freeway noise and black soot/dust in the Park. Based on this statement
by Neet and the aforementioned facts, a Phase I Environment Assessment should clearly be

obtained prior to making any monetary decision involving the property, such as the draconian

rent increase proposed by the Owner.

Neet's opinion on page 11 of his report is that the market rent for Thunderbird as of February 29,
1980 (which as previously noted is an inaccurate time frame for purposes of the Application)
was $225 per month for every space. While average "extrapolated” rentals as of 2/29/1980 for
four parks (including Thunderbird) were listed on page 10 of the report, there was no mention as
to specifically how $225 was derived. Neet claims that Rancho Vallecito is considered slightly
superior in terms of physical appeal” to Thunderbird and that Vallecito’s average rent was $232.
He also lists average extrapolated rents for Ventu Park Villas and Ventu Estates at $161.85 and
$192.10, respectively. But exactly how the $225 per space conclusion was derived?

We take issue with the statement that Vallecito is considered “similar to slightly superior” to
Thunderbird Oaks. Thunderbird is directly adjacent to the 101 freeway in a less residential
neighborhood than all three of the parks used by Neet as comparables. Vallecito is much further
fromn the freeway than Thunderbird in a quiet, mostly residential neighborhood and in an
aesthetic rural setting with views. As noted above, there are also environmental issues at
Thunderbird as a result of the soot/dust from the extremely busy freeway adjacent to the park.

Page 10 of Neet's report indicates that the Rancho Vallecito average rent was $232 as of
2/29/1980, based on a January 1987 Survey of Mobile Home Space Rents in Ventura County by
Castaneda & Associates prepared for the Oxnard Housing Authority that was attached to the
report. Rents for the other parks were obtained from rent rolls provided to the City of Thousand
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Oaks. We request a review of the professional qualifications of Castaneda & Associates given
how critical this survey information is for purposes of Neet's report.

Additionally, the Castaneda Survey concludes that the average rental at Vallecito in January
1987 was $362. However, survey information provided m that report indicates that all spaces at
Vallecito are double-wide spaces, whereas information on the City of Thousand Oaks rent rolls
provided by the Owner indicates that 19, or roughly 12%, of the 161 Thunderbird spaces are
single-wide and 142 are double-wide. Accordingly, an adjustment should be made to the
calculation to factor in this disparity. The same adjustment should be performed, if applicable,
with respect to the other mobile home park comparables used by Neet in his analysis.

HEK&C Responses to Concerns Raised in JDTP letter Dated September 23, 2010 Regarding
Data in Application

Management and Administration Expenses

In the Owner’s revised Application, Management and Administration (“M&A™) expenses in the
2009 Current Year of $167,392 are nearly 800% higher than the alleged $21,152 in the alleged
1979 Base Year. An 800% increase over that time frame is nearly triple the growth in the CPI
rate over that period. In JDTP’s letter, we pointed out this highly improbable increase in M&A
expenses and we are concerned how expense incurred by the Owner on other mobile home parks
may have been allocated to Thunderbird inappropriately.

We pointed out that Section 2.11 of RAC-2 indicates, as a soft or manipulative owner controlled
cost, the total M&A expense “cannot exceed 8% of the Actual Rental Income.” In this case, the
Owner has proposed M&A expense of nearly 22% of Actual Rental Income. As such, the
Commission must only apply 8%, or $61,162, of M&A expense in its 2009 Current Year NOI
calculation. HK&C did not address this comment in its October 8, 2010 response to the City.

There is a significant discrepancy between M&A expenses as a percentage of Actual Rental
Income in the alleged Base Year as compared to in the Current Year that needs to be addressed
by the Commission. HK&C claims that Section 2.11 “does not require the Park Owner to

document any differences in the level of M&A expenses between the Base Year and Current

Year.” But Section 2.11 does indicate:

When the landlord performs different services in the base year and the current year, an
adjustment will be allowed for such differences to the extent the landlord shall document
the amount of such differences.

Regardless of what RAC-2 says, for the Owner to exclude certain costs, such as the value of
unpaid M&A expenses, in the Base Year, while including exaggerated, questionable M&A
expenses in the Current Year, has the dual effect of understating Base Year Expenses and
overstating Base Year NOI, while overstating Current Year Expense and understating Current
Year NOI. There is no valid reason why M&A expenses could have grown by a factor of 791%
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during a time when the CPI grew 292%. It behooves the Commission to address this issue with
the Owner by either allowing for an adjustment in both Base Year and Current Year to the 8%
maximum stated in RAC Sec. 2.11 or hiring an expert for the purpose of assessing the validity
and relevancy of M&A expenses proposed by the Owner for Base Year and Current Year.

Other Expenses

Noted in the September 23, 2010 JDTP letter was a concern that the $5,945 Workers
Compensation expense included in 2009 NOI seemed high, at 6.3% of salarics shown in
Attachment 8, page 2 of the application. HK&C claims that amount was actually paid. We do
not doubt that statement. However, it is entirely possible that the expense was improperly
allocated to Thunderbird’s 2009 Operating Expenses, resulting in too high of an allocation. We
ask that the Comrnission request for a detailed accounting of that expense, showing the payment,
the rate and the compensation it was based on.

We noted that utilities expenses increased by 644% from the alleged 1979 Base Year ($13,660)
to the 2009 Current Year ($101,647), over double the inflation rate during that period. HK&C in
its response indicates that the increase in excess of the nearly 300% inflation rate of that period is
due to utility deregulation, the energy crisis, utility taxes and fees and changes in utility billing
practices. Given that 87% of the reported 2009 utility costs were for water and sewer, we find
this explanation to be insufficient. The energy crisis took place in 1979 and, if anything, would
have caused a spike in expenses in 1979, which m tum would decrease 1979 NOI from the
current estimate based on 1986 financial information. We ask that the Commission obtain a more
detailed accounting for actual utility costs in the 1979 Base Year (or other base year as deemed
appropriate in light of the lack of 1979 financial information) and 2009.

Thank you for your time and support in these addressing these matters. Please do not hesitate to
contact me with any questions.

Sincerely,

Dan Goldstein

Copy to: Mark Sellers, Jackson DeMarco Tidus Peckenpaugh
Marilyn Aurand, Thunderbird Mohile Home Park Resident
Karen King, Thunderbird Mobile Hoine Park Resident
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Russ Watson - Amended personal lettterl to replace Sept 9

From: "Karol" <k63034@verizon.net>

To: "Watson, Russ" <RWatson@toaks.org>
Date: Dec 10, 10 9:41 AM

Subject: Amended personal lettter] to replace Sept 9

Attachments: Karol Freed.vcf: Freed letter to Watson Amend 1.doc

Russ, attached is personal letter amendment 1 to replace one sent Sept 9, 2010. Also mailed today.
Karol Freed
k63034@verizon.net

file://C:\Documents and Settings\cdrwatson\Local Settings\Temp\XPgrpwise\4D0O1F5ESCTO MAI... 12/22/2010
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Mr. Russ Watson

City of Thousand Oaks Housing Division
2100 E. Thousand Qaks Bilvd.
Thousand Oaks, CA 91362

Dear Mr. Watson,

Please replace my letter of September 9, 2009 with this amendment #1 letter.

1 am writing this personal letter to oppose the “UNFAIR RENT INCREASE” for
Thunderbird Oaks Mobile Home Park. We moved into the park in late December
2008. We have been here for a very short time and thoroughiy enjoy the park
itself and the many activities for the seniors.

We owned property in Thousand Oaks in the Sunset Hills area for many
years from 1979 thru 2004, but lived in the San Diego area from 1991 thru 2008.
Our son and his famity bought our home in Sunset Hills and continue to live and
enjoy the area. '

After my husband and | retired in 2006, we decided we wanted to be near
our family and chose to retum to the Thousand Oaks area. Upon checking out
where to reside, we purchased a NEW mobile home in Thunderbird Oaks, a
senior park. We were told there was “rent control* for which we now know was
untrue. We live on our combined Social Secunty and figured that we would be
able to afford space rent of $525.00 {highest rent in the park, | might add) as well
as a small home mortgage. We do NOT want to make another move and feel
that this proposed rent increase would make it nearly impossible to make ends
meet. We are the “new seniors on the block” and feel it is very unfair to raise our
space rent which is aimost twice the amount paid by the originat home on this
space, period! This is “FINANCIAL ELDER ABUSE” by the park owner and the

My husband served six years in the US military in the 1950’s to protect our
country and the inhabitants within which includes the owners of Thunderbird
Oaks Mobile Home Park, the management company that manages the mobile
home park, the people in the govemment of Thousand Oaks, and people in state
and Federai governments. In addition, my husband is a liver transplant recipient
of sixteen years and one of the pioneers of liver transplantation. He has helped
many thousands of subsequent people who are transplant recipients. He is a
handicapped Senior citizen who retumed to Thousand Oaks to be near his family
and grandchildren to enjoy for the rest of his life. |1 do not think that this increase
is a reward for someone who has given so much to Medical Science and the
American people.

As handicapped seniors who are living on a fixed income, with continuing
medical expenses that absorbs a fair percentage of our fixed income, it will be
very difficuit to pay the additional owner’s requested amount.



| have requested that this letter be included and attached to the staff
report prepared by the govermnment of Thousand Oaks that will be presented on

January 10, 2011 (or the appropriate date if for some reason this meeting is
postponed again).

R&KF ILT

Karo! & Reva H. Freed
110 Piute Dr.

Thousand Oaks, CA 91362

CTO 02030



g A R ow

Russ Watson - Russ, FYI; COURT UPHOLDS M HOME RENT CONTROLS

From: "Karol" <k63034(@verizon.net>

To: "Watson, Russ" <RWatson@toaks.org>

Date: Dec23,1011:18 AM

Subject: Russ, FYI: COURT UPHOLDS MOBILE HOME RENT CONTROLS
CC: "Marilyn Aurand” <megato@roadrunner.com>

Attachments: Karol Freed vcf; Court upholds mobile home rent controls.doc

COURT UPHOLDS MOBILE HOME RENT CONTROLS

Ruling in a Goleta case, the U.S. 9th Circuit Court of Appeals says park owners' property rights are not infringed
on by laws controlling how much they can charge for monthly site rentals.

By Carot J. Willtlams, Los Angeles Times December 23, 2010

Laws controliing how much mobile home park owners can charge for monthly site rentals don't infringe on constitutionally protected
property rights, a federal appeals court ruled Wednesday.

The U.S. 8th Circuit Court of Appeals rejected the argument of Daniel and Susan Guggenheim of Goieta, Calif., that the city was
engaged in an unconstitutional "“taking"” of their property by limiting how much space rentais can grow.

The Guggenheims bought the land in 1997, five years before Goleta was incorporated as a city but well after Santa Barbara County
adopted the original rent-control measure in 1979, The couple had no "investment-backed expectations” taken away from them, the
appeals court said, because rent control already was the law when they bought Rancho Mobile Home Estates.

The decision, though split 8 to 3, could foretell the outcome of renter-owner disputes elsewhere in the nine-state region covered by
the court, as other mobile home parks have become arenas of contention between landowners wanting to charge what the market
will bear and homeowners of the often not-so-mobile dweliings having to pay more or disassemble and refocate their homes.

Goleta's ordinance imposes strict fimits on rental increases for existing tenants and caps rent increases at 10% for new buyers of
mobile homes already situated in residential clusters within the city.

The Guggenheims argued that the rent-control limits unjustly transferred the value of their property to the tenants because mobile

home owners could seii their homes for almost nine times as much when the buyers couid count on paying fixed monthly rent for the
space rather than market value.

An expert's report said homes at the park would sell for an average of $14,000 without rent control and $120,000 with it, enriching the
homeowner at the landowner's expense. Space rentals could earn $13,000 a year on the open market, the expert said, while under
the city controls the same space costs less than $3,300 annually.

Those disparities didn't amount to an unconstitutional "“taking” in violation of due process and equai protection, the court said,
because the Guggenheims knew of the controls when they bought the property.

Judge Carlos T. Bea, joined by Chief Judge Alex Kozinski and Judge Sandra S. lkuta, dissented. The trio, all appointees of

Republican presidents, said the majority ignored other U.S. Supreme Court findings and disputed that Goieta's ordinance was a
legitimate rent-control policy.

| am requesting that this article be included and attached to the staff report prepared by the government of
Thousand Qaks that will be presented on January 10, 2011 {or the appropriate date if for some reason this meeting is
postponed again).

Karol Freed
110 Piute Dr,
Thousand Oaks, CA 91362

Karol Freed
k63034 verizon.net
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City of Thousand Oaks

CITY ATTORNEY

DATE , 2010

TENANT
ADDRESS .
Thousand Oaks, CA 91362

SUBJECT: Thunderbird Oaks MHP Rent Adjustment Application 2010
Dear Nancy:

The City Attorney's office has received your ietter voicing concemn about the rent
adjustment application submitted by the owner of Thunderbird Oaks Mobile Home Park.
Our office has aiso received many letters from other residents of the park expressing
similar concerns. The apprehension expressed in your letter is an important reminder of
the purpose of the City's mobile home rent stabilization reguiations.

I would like to explain the process moving forward. City staff is currently reviewing the
application, verifying figures, and consulting with an expert in the field of mobile home
rent adjustments. City staff will make a specific recommendation in its staff report to the
Rent Adjustment Commission regarding the application. This report should be available
to the public no later than October 1, 2010. At the October 5, 2010, hearing, City staff
will present its staff report and recommendation to the Commission. Then the park
owner will have an opportunity to present evidence in support of his application.
Residents and other members of the public will also have an opportunity to speak and
present evidence at the hearing. Once public teéstimony is completed, the Commission
will deliberate and reach a decision on the application. The decision may be appealed
to the City Council. '

You are encouraged to state your concerns, provide evidence, and even offer
alternative methods of calculating fair return at the hearing either on your own or in
concert with other residents of the park. It is recommended that if you are going to
provide detailed evidence or alternative methods of calculations that you submit this
information to the City prior to the end of the business day on September 28, 2010, so
that it can be included in the packet that is provided to the Commission prior to the
hearing.

| also want to take the time to explain the City staff's role in this process. City staff,
including the City Attorney's office, is not an advocate for either the residents or the park
owner during this process. City staff's function is to ensure that the application is
processed and analyzed in accordance with the City's ordinances and regulations, as

2100 Thousand Oaks Boulevard « Thousand Oaks, California 91362-2903  (B05) 449-2170 ¢ FAX {805) 449-2175
| o CTO 02032
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Thunderbird Oaks Mobile Home Park
September 13, 2010
Page 2

well as applicable state and federal case law. The law in this area is complicated and
involves rights afforded to the park owner under the United States Constitution and
Supreme Court precedents. City staff must consider all of these factors in rendering a
recommendation to the Commission.

Again, thank you again for your correspondence. You letter will be included as part of
the staff report for the Rent Adjustment Commission. [f at all possible, you should
attend and participate in the public hearing scheduled for October 5, 2010,

Sincerely,

Christopher G. Norman
Assistant City Attorney

cao 420-86 h:common/mhp/thunderbird/resident ltr.docx



City of Thousand Oaks

September 27, 2010

TENANT
Thunderbird Drive
Thousand QOaks CA 91362

SUBJECT: Thunderbird Oaks MHP Rent Adjustment Application 2010
Dear Tenant:

The Community Development Depaitment has received your letter voicing concern
about the rent adjustment application submitted by the owner of Thunderbird Oaks
Mobile Home Park. Our office has also received many letters from other residents of
the park expressing similar concerns. The apprehension expressed in your letter is an
important. reminder " of the purpose of the City's mobile home rent stabilization
regulations.

I would like to explain the process moving forward. City staff is currently reviewing the
application, verifying figures, and consulting with an expert in the field of mobile home
rent adjustments. City staff will make a specific recommendation in its staff report to the
Rent Adjustment Commission regarding the application. This report should be available
to the public no later than October 1, 2010. At the October 5, 2010 hearing, City staff
- will present its staff report and recommendation to the Commission. Then the park
owner will have an opportunity to present evidence in support of his application.
Residents and other members of the public will also have an opportunity to speak and
present evidence at the hearing. Once public testimony is completed, the Commission
will deliberate and reach a decision on the application. The decision may be appealed
to the City Council. _

You are encouraged to state your concemns, provide evidence, and even offer
alternative methods of calculating fair return at the hearing, either on your own or in
concert with other residents of the park. It is recommended that, if you are going to
provide detailed evidence or alternative methods of calculations, that you submit this
information to the City prior to the end of the business day on September 28, 2010, so
that it can be included in the packet that is provided to the Commission prior to the
hearing.

| also want to take the time to explain the City staff's role in this process. City staff is not
an advocate for either the residents or the park owner during this process. City staff's
function is to ensure that the application is processed and analyzed in accordance with
the City's ordinances and regulations, as well as applicable state and federal case law.
The law in this area is complicated and involves rights afforded to the park owner under
the United States Constitution and Supreme Court precedents. The City Attorney’s

2‘i 00 Thousand Oaks Boulevard & Thousand QOaks, California 91362-2903
Building Fax (805) 449-2575 & Planning Fax (805) 4492350 & Housing/Redevelopment Fax (805) 449-2390 - CTO 02034
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Thunderbird Oaks Mobile Home Park
September 27, 2010
Page 2

Office is working' closely with Community Development staff in the review of this
application, and preparation of the staff report to be submitted to the Commission. City
staff must consider all of these factors in rendering a recommendation to the
Commission.

Again, thank you for your correspondence. Your letter will be included as part of the

staff report for the Rent Adjustment Commission. If at all possible, you should attend
and participate in the public hearing scheduled for October 5, 2010.

Sincerely,

Russ Watson
Housing Manager

cc: Christopher G. Norman, Assiétant City Attorney

CTO 02035
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ATTACHMENT #5

Jackson|DeMarco| Tidus
Peckenpaugh

A LAW CORPORATION

September 23, 2010 Direct Dial:  805.418.1914
Email: msellers@jdtplaw.com
Repty to: Westlake Office
File No: 6570-91461

Hand Delivered

Thousand Oaks Rent Adjustment Commission and
City Staff

Thousand Oaks City Hall

2100 Thousand Oaks Boulevard

Thousand Oaks, CA 91361

Re:  Critical Omissions and Problems With Application of A. V. M. G. H. Ltd. to
Increase All Space Rents at Thunderbird Oaks Mobile Home Park by
$322.52.

Hearing Date: October 5, 2010.
Dear Contmissioners:

This law firm has been retained by a number of residents in the Thunderbird Oaks Mobile
Home Park who are quite distraught by the park owner’s request to substantially increase the rent
for all of the 161 spaces in that park. Since the Rent Adjustment Commission has heard few, if
any, of these special rent adjustment requests, we have provided some general background
information.

Basis for the Residents’ Anxiety.

Mobile homes represent an affordable form of housing for seniors on limited or fixed
incomes in Thousand Oaks, a fact that is reaffirmed at the Thunderbird Oaks Mobile Home Park,
where the residents are 55 years of age and older. Even in this poor housing market, the median
single family house in Thousand Qaks costs $508,000. The bottom line is these park residents
cannot afford to buy a house in Thousand Oaks. In addition, a quick online look shows monthly
rents for a 2 bedroom apartment can run from $1500 to $2300.

Irvine Office Westlake Village Office

2030 Main Street, Suite 1200 2815 Townsgate Road, Suite 200 .

Irvine, California 92614 Westlake Village, California 91361 www jdtplaw.com
1 949.752.8585 f949.752.0597 1 805.230.0023 f 805.230.0087
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Application of A. V.M. G. H. Ltd. - Thunderbird Oaks Mobile Home Park
September 23, 2010
Page 2

Although called “mobile”, these coaches are not moved.! A mobile home park represents
a very unique form of dual ownership of the land and of the coaches unlike the apartment
arrangement between a tenant and a landlord. Mobile home residents make substantial
investments to become the owners of these coaches, sometimes needing a lender to finance the
acquisition and making two payments each month? As a result of that investment, mobile home
parks experience longer lasting residencies than found in apartments, with a number of residents
in Thunderbird Qaks having been there since it opened 34 years ago. Since this is an owner-
occupied only park (no tenant subleasing), there is a pride of ownership with the residents taking
extra care in the maintenance and improvements of their coaches and spaces. (See attached
photographs). Unfortunately, due to this significant investment in an immobile coach and being
on limited incomes, the residents in Thunderbird Oaks lack the options, bargaining power or
leverage that apariment tenants have. Coach owners are essentially at the mercy of the park
owner; thus, the need for City oversight under rent conirol.

The purpose of rent control law is to avoid drastic rent increases or spikes forced by park
owners upon the residents. However, A. V. M. G. H. Ltd.’s application for up to an 86%
increase for many spaces in this park is the antithesis of rent “stabilization” for these residents.

l
Due ro Intentional Delay and the Present Rate of Return — No Increase Is Justified.

When the park owner purchased the land in 1974 for around $525,000 and built
Thunderbird Oaks, he set the initial rents in an environment where rent control was a well known
possibili’fy.4 The park’s only amenities are the original small pool, jacuzzi and small club house.
The park owner no longer must absorb the varying levels of individual resident use of gas and

! Relocating a coach is not easy or cheap, first you need to find the rare vacant space to move it to,
then hire people to unhook utilities, remove coach’s base skirting/foundation, hoist it and install properly
sized axles and wheels, any joined segments must be separated, hitch installed, attached to a specially
rigged truck, etc,

z For example, a Thunderbird resident invested $162,000 for a new double wide coach in 2009 to

replace an old coach (that was then sent to the recycling yard as salvage). An 80% coach purchase loan
will be at a higher interest rate than conventional home loans and must be paid off in no more than 15
years.
3 Pursuant to TOMC Sec. 5-25.06 {(b)(1) the Commission may grant an administrative “just and
reasonable return” rent increase “if the Commission finds that such increase is in keeping with the
purposes of this chapter.”

: Per deed recorded July 16, 1974, In the 1970s rent control laws had been enacted in over 170
municipalitics, mainly in the Northeast and California where the rent pressures were most severe.



Application of A, V. M. G. H. Ltd. - Thunderbird Oaks Mobile Home Park
September 23, 2010
Page 3

electricity and the utility supplier’s price increases. Those cost risks are passed through to the
residents (via separate sub-meters for each coach), In 1999, the residents were also transferred
each coach’s waste water service costs and in 2009 the coach’s trash collection costs. We are
unaware of any recent capital improvements installed in the park or new added service.

There are numerous approaches to computing a park owner’s rate of return. While we
are not privy to all of the owner’s asset costs and expenses information, we have obtained from
the City the owner’s 2009 accounting general ledger.® You should note: (1) The older average
resident age in this park and coach owner’s pride of ownership avoid any time consuming
management problem or need; (2) Due to the level of a coach owner’s investment and the fact
that coaches are generally not moved, there is a low vacancy risk at Thunderbird Oaks; and, (3)
No new parks have been built in Thousand Oaks or nearby in the last 30 years, so no
competition. These factors create a low maintenance and low risk business.®

A park owner can supplement any City annual automatic CPI space rent increase by
initiating a park specific “just and reasonable return” rent increase application under TOMC Sec.
5-25.06 (b)(1). If the owner does not file that application, it must be assumed the City’s annual
automatic maximum space rent incrcase provided the park owner with a fair and reasonable
return. The Thunderbird Oaks park owner intentionally chose not to ask for a specialized rent
adjustment during the last 30 years. Rents were increased on almost an annual basis. Years
went by with no warning to the residents that the owner might be waiting for a big claim that
could double rents. The residents relied on the park owner’s silence and acceptance of the
annual CPI adjustments, now to their detriment. It is inconsistent with public policy and unfair
to allow a park owner to now assert that the 30 years of not secking a special just and reasonable
return increase was excusable and that delay can be ignored under a rate stabilization system.
We have no idea when or if the rate of return allegedly dropped below a “just and reasonable™
return. By 30 years of intentional delay, the park owner has waived any right to claim an
accumulated rent increase over that period. The reasonable, logical or only fair public policy
question is: What has happened in the last two or three years to this park’s expenses that prevent
a just and reasonable return?

First, based on the economy over the last three years, many businesses are not making the
return they used to. Second, there have been no new capital improvements, no upgrades in
amenities, no added services or park resident benefits, no unusual management demands or
catastrophes during that period that might impose a new added cost on the park owner. Third,

5 The applicable rate of return would be determuned by comparing 2 given return with those in
similar businesses posing the same type of financial risks.

¢ We note the insurance expenses at the park were $14,15% in 1986 and have increased to only
$14,420 in 2009, which certainly does not indicate any high level of risk exposure.

CTO 02038



CTO 02039

Application of A. V. M. G, H. Lid. - Thunderbird Oaks Mobile Home Park
September 23, 2010
Page 4

the recent changes in the CPI on the park’s normal expenses have been nominal and last year it
was a negative -.8%.  Fourth, home prices are currently 37% below the 2006 peak level,
apartment rents have decreased by at least 9%’7 and fixed return, low risk, mvestments now earn
2.8% or less (government bonds).

Our research shows the normal rate of return from a low risk investment in a mobile
home park would be in the 5% area. The Thunderbird Oaks park owner's Earnings Before
Interest, Taxes, Depreciation and Amoriization was $443,550 in 2009 on total assets of $918,990
as shown in the genecral ledger statement. This is a 48% return on assets, which is an
extraordinarily high annual rate of return for even a highly risky investment. Even if we
calculate a return off of the historical cost basis for land, buildings and capital assets on their
books, before depreciation, or a $1,746,998 flgure,g that would still result in an extremely high
25% return on investment. There is simply no justification for any rent increase, therefore, this
application must be denied.

Il
Serious Problems with the Omissions and Data in the Application that Require a Denjal

Cities are not locked into any fixed or set method to determine a fair and reasonable
return. Working with a CPA, Dan Goldstein, in looking over this application and the
accompanying financial data, we have noted the following serious problems: :

1. Without the actual full annual expense and income data for each and every year, we
cannot determine when, how or why the NOI changed as dramatically as the park owner
now claims. Looking at just 2 points, 30 years apart (or the alleged 1979 expenses
compared to only the 2009 expenses), allows for the manipulation of the actual situation
and fails to consider any aggregatc of net returns. As an example, a park owner can
decide to seck a special rent adjustment and then increase the expenses for the year prior
to filing the application (here 2009) to get the 2009 “net” unrealistically low, so that
applying a long period of changes in the CPI to those 2 time points implies a loss in the
owner’s return for every year. Here, in 2009, the park owner added the cost of a
management company (Suburban Park Management, of Pinole, CA, a small northern
California property management company where the owner's daughter works) in addition
to the costs of the on-site resident managers (subsidized space rent plus salary). As a

! 2010 Ventura County Real Estate & Economic Outlook, M. Schniepp.

8 Land:  $530,962; Buildings/Tmprovements:  $1,006,870; Office Equip:  $18,938;
Furniture/Fixtures: $45,706; Vehicles: $16,000; Coach: $51,832; Leasehold Improvements: $76,690.
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result, the 2009 Management & Administration (“M & A”) expense ($167,392) is the
largest park cost change. The Commission and City staff need to see the actual annual
expenses and income data for every year before this application can be properly
evaluated. The park owner has the burden of producing the evidence. If the owner fails
to produce competent and reliable financial evidence, the Commission must presume the
owner is receiving a fair and reasonable rate of return under the City’s authorized
automatic annual rent increases. The Application now before the Commission is
incomplete and should be rejected.

2. RAC Resolution No. 2 is very specific requiring the use of the park’s 1979 data as the
Base Year unless the applicant shows "the loss of such records can be substantiated by
clear and convincing evidence.” The only thing that is clear and convincing is that the
park owner has not provided the actual 1979 financial information, nor even fried to
substantiate why such was not submitted.” The park owner merely asks the Commission
to speculate and make a broad leap of faith in assuming that the 1986 financial
information can be projected back to create the 1979 data using reverse CPI changes.
QObviously, expenses can stay the same or change from year to year, let alone over
7 years. Key to accepting the Maintenance of Net Operating Income (“MNOI”) analysis
is the assumption the “actual” rate of retumn in the Base Year for this park (a time before
rent control took effect) provided a fair and reasonable return. Without knowing or
having the actual 1979 base year income or expense statements'®, the owner’s proposed
MNOQI analysis cannot be used. This reverse CPI calculation is not an accepted or
appropriate calculation by the financial institutions, investors, the SEC, accountants, or
CPAs. Since the park owner has the burden of producing the evidence, the Application
now before the Commission is incomplete and should be rejected.

3. With 1986 as the earliest year with actual data submitted, it should become the Base Year
for use in a MNOI analysis. Under RAC Res No. 2, Sec. 4 Commission must use the first
year following 1979 for which there are records and financial information."" The
inflation rates from 1986 to 2009 would produce a far lower possible rent increase, more
in the neighborhood of $100 rather than the proposed $322. However, even that amount
must still be further reduced based on the use of “reasonable” costs (See item 4, 5 and 6).

7 Amazingly, Ttem V.1. of Attachment 9 to the Application, a legal memorandum from the
Applicant's attorney, states "Thunderbird Oaks can establish that 1979 financial information is available”,
but it was not submitied.

10 On the 4th page of Attachment 2, a footnote indicates the "1979 monthly Space Rent" is taken
from January 1986 registration forms listing the 1983 rents and there is no mention of any other income.

1 If data for early years is unavailable, the Rent Adjustment Board can use a post enactiment year as

the Base Year. Los Alios El Granada Investors v. City of Capitola, (2006) 139 Cal. App. 4th 629, 655.

CTO 02040



CTO 02041

Application of A. V. M. G. H. Ltd. - Thunderbird Oaks Mobile Home Park
September 23, 2010
Page 6

The City should require that the park owner provide a 1986 accounting general ledger
and copies of supporting documents (as they have for 2009) to ensure that the revenue
and operating expenses for this 1986 Base Year are appropriately stated.

4, The 2009 M & A of $167,392 is the largest cost change from 1986 and Section 2.11 of
RAC Res. No. 2 says the total M & A expense “cannot exceed 8% of the Actual Rental
Income."'? The park owner owns 4 other mobile home parks and we are concerned how
any shared items under this M & A expense might have been allocated to drive up that
soft cost. Instead of a $167,392 M & A expense, the City must only apply a $61,162
M & A expense (8% of 2009 actoal rental income). It is interesting to note the park
owner’s suggested 292% CPI change from 1979 when applied to the alleged 1979 M & A
expense of $21,152 would make that cost today only $61,763, approximately the §%
fipure. When we use a normal 8% M & A expense, the owner’s 2009 NOI becomes
more like $106,230 and results in a lower possible increase under the item 3 CPI
calculation above (in neighborhood now of $48 or less per month if that amount can be
shown to be justified per items 5 and 6 below).

5. Dther problems with high expense data are found in Afttachment 8, page 2, for the
insurance expense that includes a $5,945 Workers Comp expense that is 6.3% of Salaries
set out on that same sheet. That is over double average California Workers
Compensation expense rate of 2.47%"° and indicates this expense is too high and needs to
be reduced, which would again increase the 2009 Net Operating Income (“NOI)
resulting in a possible rent increase even less than the amounts we discussed above.

6. Sec 2.11 of RAC Res. No. 2 allows an adjustment for M & A expenses where the park
owner performs some M & A functions as self-labor in operating the park (subject to the
8% Hmitation noted above). The park owner submitted a 1986 Schedule C from his
personal IRS Form 1040 in support of the 1986 Base Year NOI calculation. Wages
claimed on that Schedule C were $24,720. Assuming the park owner, at that time,
performed some M & A functions that were unpaid (based on such minimal wages
claimed), at 8% of gross reported receipts on Schedule C of $527,134, the expected
M & A expenses in 1986 would be $42,170. Again, with more reasonable Base Year

12 It is within the Commission's authority to distinguish between extraordinary operating expenses
and what would be normal expenses. Carson Harbar Vill., Ltd. v. City of Carson Mobilehome Park
Rental Review Bd. (1999) 70 Cal. App. 4th 281.

B Workers’ Compensation Rating Bureau of California report dated August 26, 2010
hitp://www.californiahealthline.org/articles/2010/9/ 1/calif-workers-compensation-premiums-up-from-
last-year.aspx
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expenses, there is a reduced NOI in 1986 and that in tum lowers the possible rent
increase today.

In the owner’s application, the alleged 1979 Base Year operating expenses shows
Electric/Water/Sewer/Gas aggregated into “All Utilities” totaling $13,660. For year 2009
these itemns add up to $101,647, or a 644% increase that scems unusually high and should
be verified.

The owner has asserted that there were no rent increases in years 1980-1983, but the
resident’s records indicate this is not true as there was an increase in 1980 by $15 per
month for the record keeper’s space (a 7.9 % increase), in 1981 by $16 per month (a 7.8
% increase) and in 1982 by $17 per month (a 7.7 % increase). Residents have provided
the City with the rent history for each and every year since August 1977. The owner’s
rental income needs to be so adjusted.

We have been advised that the park owner has informed some residents that he will not

seck to utilize this full $322 per space increase. Unfortunately, the City’s authorization for the
owner to almost double a space’s rent, or raise it by $322, has both a severe emotional and
economic impact on these residents. Based on the extent of the above described omissions,
serious questions, economic realities, facts and limited data submitted by the park, as the
applicant with the burden of proof, the Commission should reject this application as incomplete

or unjustified.
Very truly yours, /
e, e
Mark G. Seller
MGS/SB
Encls.
CC:  Marilyn Aurand, Thunderbird Mobile Home Park Resident/Designated Contact Person

983439.3

Karen King, Thunderbird Mobile Home Resident/Designated Contact Person
Dan Goldstein, CPA (inactive), MBA
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A LAW CORPORK

Tiow:

October 12, 2010 Direct Dial:  805.418,1914
. Email: msellers@jdtplaw.com
Reply to: Westlake Office
File No: 6570-91461

Thousand Oaks Rent Adjustment Commission
Christopher Norman, Assistant City Attorney
Russ Watson, City Staff

Thousand Oaks City Hali

- 2100 Thousand Oaks Boulevard

Thousand Oaks, CA 91361

Re:  Applicant A.V.M.G.H., Litd.’s Supplemental Letter of September 22, 2010;
Continuing Omissions and Problems With Application to Increase Space
Rents at Thunderbird Oaks Mobile Home Park.

Hearing Date: October 18, 2010.
Dear Commissioners and City Staff:

We had been provided with a copy of a supplemental filing to the pending application of
AVMG.H, Ltd., dated September 22, 2010, and prepared by Hart, King & Coldren the law
firm representing the park owner of the Thunderbird Oaks Mobile Home Park. First, we note
this filing fails to cure any of the many critical omissions and problems we have pointed out with
this application as set forth in our letter of September 23, 2010.

As to the appropriate base year, Rent Adjustment Commission Resolution No. 2, Section
3 .01 clearly requires that “the base year shall be 1979 when the financial information for that
year is available.” (emphasis added). Then that same resolution, in the next Section 4, says the
Commission must use the first year following 1979 for which there are records and financial
information filed. For A.V.M.G.H., Ltd.’s application, no actual records have been filed or are
available for the Commission’s decision until those for the year 1986. There is no City
regulation that permits the 1979 data to be formulated by speculation, reverse indexing or by any
other form of owner estimate. When data for the year preceding the enactment of the ordinance
was unavailable (generally the “base year” used), a city can use a post-enactment year as the
base year. Los Altos El Granada Investors v. City of Capitola (2006) 139 Cal. App. 4th 629,

Irvine Office ' Westlake Village Office

2030 Main Street, Suite 1200 2815 Townsgate Road, Suite 200 .
Irvine, California 92614 Westlake Village, California 91361 ’ www.jdtplaw.com
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The park owner, in seeking a special rent increase adjustment, has the burden of
producing or presenting evidence and data on the park’s actual expenses and income for 1979,
and also for each year thereafier for which an adjustment is sought. The park owner must
produce credible evidence to a level sufficient for the Commission to conclude that the reliable
presumption that the City’s annual CPI adjustment has allowed this park owner a just aund
reasonable return on iis investment, has been rebuited and is inappropriate for this situation.
TG Oceanside, L.P. v. City of Oceanside (2007) 156 Cal. App. 4th 1355. This common sense
burden is to place the responsibility for the safe keeping of records on the party who received
and was in control of those records. From the day the Thousand Oaks Rent Control Ordinance
was adopted, all park owners in this City knew that keeping their records for the base year 1979
would be important. If a park owner can now simply pick the records of any later year, vse some
reverse indexing or other manipulation, and discard the actual relevant records, there is no
motivation for accuracy or the safe keeping of records.!

Even the Thunderbird Oaks park owner’s alleged 1979 “actual” rental income appears to
be missing and is a fiction. Pursuant to Attachment 2 of their Application, as noted on page 4, it
is just a re-listing of the 1983 monthly space rents. We surprisingly find out based on the
tenant’s records, there were increases in space rents between 1979 and 1983, and the park’s
income was not the same as in 1979 and "unchanged” in 1983.

Hart, King & Coldren cite the case of MHC Operating Ltd. Partmership v. City of San
Jose (2003) 106 Cal. App. 4th 204 for the legal requirement that A.V.M.G.H., Ltd. must be
allowed to infer and speculate on the scope, categories and types of its 1979 expenses as being
the same it incurred 7 years later in 1986, with some CPI adjustments by reverse indexing. The
case does not support that claim. The appellate court in MHC did not answer the underlying
question of must an owner, due to some event presumably beyond its control, be absolved of its
normal record keeping responsibilities and then be permitted to infer as to what might have been
the base year data. The facts in that case are very different from those involved in Thunderbird
Qaks situation. MHC, the park owner, bought the park in 1997 and filed for an extraordinary
rent increase the very next yea.r.2 As a result of the recent purchase price setting the amount of
their investment, they wanted to use 1996 as the base year. Here we have the same owner for
more than 30 years, and are given no reason why these important and nommal records are

missing.

! We have neither an expert opinion on 1979 NOI, nor any actual bills whatsoever, e.g., from a
utility company, insurance company, tax collector or others who may have such for this park as invoiced
in 1975,

2 In that lawsuit, the park owner applicant, MHC, was not given by the prior owner any adequate
financial records for the base year.
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The Commission should reject this application as incomplete or deny any rent increase as
unjustified.

Very truly yours,

M/ZG és K
MGS/sh

ce:  Marilyn Aurand, Thunderbird Mobile Home Park Resident/Designated Contact Person
Karen King, Thunderbird Mobile Home Resident/Desi gnated Contact Person
Dan Goldstein, CPA (inactive), MBA

9883271
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December 9, 2010 Direct Diai: 805.418.1914
Email: msallers@jdtplaw.com
Reply io; Wastlake Office
File No: 6570-91461

V14 QVERNIGHT MAIL

Thousand Oaks Rent Adjustment Commission
Christopher Norman, Assistant City Attorney
Russ Watson, City Staff

Thousand Oaks City Hali

2100 Thousand Oaks Boulevard

Thousand Oaks, CA 91361

Re:  Applicant A.V.M.G.H., Ltd.’s Supplemental of September 22, 2010;
Problems With Application to Increase Space Rents at Thunderbird Oaks
Mobile Home Park; Mr. Ne et’s Opinion;

Hearing Date: January 10, 2011.
Dear Commissioners and City Staff;

A. An Appraiser’s Opinion on the Rental Rate for One Space, 30) Years after the Fact,
Cannoi Excuse or Be a Substitute for the Owner’s Missing Records.

First, the park owner makes an unsuccessful effort to speculate as to the park’s alleged
income for 1979 and now, because the tenants were better at keeping records that showed he was
wrong, the owner asserts all of rents actually charged must have been below market.! Under this
guise of a Vega adjustment, the park owner is attempting to substitute an implausible opinion for
the missing, but required, financial records on this park’s actual total annual income and
expenses for 1979. This owner is claiming that the actual and initial total rent and miscellaneous
income did not produce enough “net” annual income to generate a “fair and reasonable return,”
due to initial below market rates. Even with a Vega adjustment request, the City should first
have the actual records for the base year’s (1979) toial income from all of the spaces and
activities in the park and the expenses to know the full actual financial picture. 1f this type of
subjective opinion can be substituted for actual records, there is no reason to retain or to ever
submit actual base year records, just have an appraiser assert a better number,

! Application is dated May 2010 and Mr. Neet’s subsequent report is dated October 1, 2010.

irvine OFfice Westlake Village Cffice

2030 Main Street, Suite 1200 2815 Townsgate Road, Suite 200 .

Irvine, California 92614 Westlake Viliage, California 91361 wiww.jdtplaw.com
£ 949.752.8585 f949.752.0597 t 805,230.0023 f 805.230.0087
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In the case of Roval Palms v. City of Oxnard, B201695, 2008 WL 1904012 (Cal. Ct. App.
May 1, 2008),% the park owner, who has the burden of producing supportive records, did not
have financial records for its base year and had a CPA, Michael McCarthy, attempt to
reconstruct those financial records by relying on the base year records from another park, which
the Commission rejected. The California Appellate Court held that the Rent Adjustment
Commission can draw negative inferences because the park owner did not present the best
available documentary proof and it can reject even uncontradicted testimony of a park owner’s
expert. The Commission should reject this substitution for the actual 1979 records.

B. No "Unigque and Extraordinary” Circumstances.

In order to rebut the presumption that the 1979 Net Operating Income from Thunderbird
QOaks provided a “fair and reasonable return” to the park owner, that owner must show the 1979
rental rates were significantly below the rents for mobile home spaces in the area for parks with
comparable amenities and the initial low rents were due to “unique or extraordinary”
circumstances. (Concord Communities, L.P. v. City of Concord [2001] 91 Cal.App.4th 1407,
1411.)

We feel that what a willing new tenant coming to a vacant space in the new Thunderbird
Qaks Park had agreed to pay as rent, and what this willing landlord had agreed to charge, is the
best indication of the market value rent for that space. Common sense suggests an owner of a
brand new park, with no rent control, would set rates at and, for next 3 years, impose rent
increases to the market level. In 1976, the normal double wide lot’s rent was set at $150, which
was increased by $20 in 1977 and by another $20 in 1979 to $190 per month. Mr. Neet’s
opinion is inconsistent with the park’s long-term tenants’ price comparisons, observations, the
difference in amenities and the actual rental rates agreed to in an open transaction. (See tenant
declarations of Charles E. Sallia, Carleen H. Binkley, and Diane Vadez submitted with this
letter.) Thunderbird Oaks is directly adjacent to the 101 freeway which generates noise and
vehicle exhaust, and is in an urban location’ with more noise, ambient light, traffic, and other
impacts not experienced in the Vallecito Park, Ventu Park Villas and Ventu Estates. (See
declaration of Diane Vadez). The facts point to market rental rates for Thunderbird Oaks, in
1979, were well below the $225 per month for the average space that Mr. Neet suggests.

In the case of Vega v. City of W. Hollywood (1990) 223 Cal.App.3d 1342, there were at
least some factors indicating the leases were not normal transactions and the base year rent rates
charged were at a level below the market. No such factors were present in the Thunderbird Oaks
situation in 1979, For example, in the Vega case, the apartment owner, in exchange for a

2 Although not a published case, it is very illustrative of how this area’s appellate court would look at what is being
proposed by the park owner.

3 Even then the oldest area of community and across the street from the dilapidated Jungleland site,

CTO 02050
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Application of A.V.M.G.H,, Ltd. - Thunderbird Oaks Mobile Home Park
Supplemental 9/22/10 — Mr. Neet’s Faulty Conclusions

December 9, 2010

Page 3

tenant’s services, had given an apartment to the tenant free of any rent, also had five other units
in the building occupied by long-term tenants who provided maintenance and repair work so
their rents were kept low, and there had been no rent increase on many units for 15 to 20 years!
‘We simply have no reason or justification why, at Thunderbird Oaks, the owner had or would set
space rents at rates below the market.

Mr. Hohn purchased the land and created a new park in 1975, so there were no long term
residents in 1979, who had not had a rent increase in 10 or 15 years. There were no side deals
for lower rents in exchange for services. There were no extemporaneous statements by the park
owner that he was setting or keeping rents below market. Rather, the facts show the actual leases
and rates were the result of arms-length normal market transactions, made in good faith. It is
more likely that an owner anticipating rent control would have set rents in this new park in 1976~
1979 as high as possible or above the market knowing such could become fixed and any
increases later would be limited under rent control.

With absolutely no reason or basis for assuming this park owner had charged below
market rates at Thunderbird Oaks, Mr. Neet’s opinion on market rental rates in 1979 is not
relevant. :

C. The Market Rate Was Charged In 1979,

Most amazingly, Mr. Neet, without any documentary support, concludes that since he had
heard that “one” space in Thunderbird had rented for $245 and some other for $238 in 1979, the
market rent for the 161 spaces in the park was $225. However, in this 161 space park there are
different space sizes, locations and other factors that set rates in the market place. There were 3
levels of rental rates in 1979. The lowest was for the eight (8) smaller single wide spaces, then
the predominate double wide space rate (107 spaces), a premium was added for 43 spaces across
from the pool/clubhouse or with an oak tree, and for 3 extra large double wide lots.*

What can be reasonably assumed is that the tenants’ space rents are not secrets between
the tenants in any mobile home park. The enclosed declarations show no tenant was aware of a
$245 rate or anything close to that in 1979,

Mr. Neet’s conclusion is simply not a trustworthy logical leap. If an opinion is based on
insufficient information or conjecture it may be disregarded. (Biren v. Equality Emergency
Medical Group, Inc. [2002] 102 Cal.App.4th 125, 139.)

4 Rent Adjustment Application prepared by the park owner lists four tiers of rent that were charged in 1979,
However, it lists the normal 107 double wide spaces with a rent of $238 in 1979 that is incorrect, as the rate was
actually $190. See attached Declaration of tenant of space #1350, Dianc Valdez.
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In 1976, the normal and predominant double wide lot’s rate rent was $150, which was
then increased by owner to $190 by 1980, and was at or above the market rate.’

D. Best Evidence Is Actual Full Financial Records For 1986, The Base Year.

Again, without proper justification for a Vega adjustment, the Rent Adjustment
Commission must disregard the owner’s expert’s opinion. The park’s actual income and
expenses in 1979 plays & logical role in a Vega and maintenance of net operating income
analysis. There were 16! different space locations and other factors that generated the total
income for Thunderbird Oaks in 1979, not just multiplying $225 times 161. The Thunderbird
Oaks 1979 rent rates “reasonably reflect general market conditions” then in Thousand Qaks.
(Vega v. City of West Hollywood [1990] 223 Cal.App.3d 1342, 1351). In addition, we cannot
now sweep under the rug the arm’s-length tenant leasing transactions from 1976 through 1979
that set the market rate for each space in this new park. Consistent the Commission’s regulations
1986 becomes the “base year” for this applicant.

The tenants have kept their records and reasonably relied to their detriment on this park
owner’s silence and not seeking any extraordinary special rent increase for 30 years. As a result,
these tenants are now faced with possible life sltering consequences caused by the owner’s
unreasonable and unexcused delay, and ironically his failure to keep records. The Commission
should disregard Mr. Neet’s opinion and deny any special rent increase for this park.

Very truly W

k @G. Sellers

MGS/sb
Encls.

ce: Marilyn Aurand, Thunderbird Mobile Home Park Resident/Designated Contact Person
Karen King, Thunderbird Mobile Home Resident/Designated Contact Person

Dan Goldstein, CPA (inactive), MBA
994427 5

* Thunderbird Oaks tenants Marilyn Aurand and Beverly Potter, personally reviewed the 1979 rent receipt for a
double wide, comer lot (no mobile home on either side) that is the largest and most attractive lot in the Ventu Vilias
Mobile Home Park in Thousand Oaks that was then renting for $/69.60 per month. The 120 space Ventura
Country Estates at 10685 Blackburmn Road, Ventura, CA is comparable to Thunderbird Oaks with amenities of
clubhouse and pool and a park located close to a freeway and County records has its median rent rate at §/65 in
October of 1980. Per document called Original Rent Levels, City of Ventura.
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THOUSAND OAKS RENT ADJUSTMENT COMMISSION

AVMG.H,LTD.’S APPLICATION -

TO INCREASE SPACE RENTS AT CASE NO. _
HOME P ARI?D OAKS MOBILE " DECLARATION OF CARLEEN H.
- , 1 BINKLEY A TENANT IN
THUNDERBIRD OAKS MOBILE BOME
PARK

Hearing Date: January 10, 2011.

: ﬁcdledasammms,lcould and would competenﬂytestlfytheteto

I Cadecn H. Binkley, declare: | L |
1. Thave personal knowledge of the following facts set forth in this Declaration, and

2. 1 am now a resident of ThunderblrdOaksMoblle Home Park lomtedm'['housand
Osks, California (the “Park™) and am a tenant under a lease. 7

3. My coach's address in the Park s 138 Piute Avenue, Thousand Oak.é, CA 91362.

4, In December, 1976, lpmchamdmycoachforamund $31 150. 17andmyhusband
and I had it moved onto a space we leased in the Park. s

3. Myleased spaoelsadouble wide lotthansnotmssﬁom the poollclubhouse
and has no oak tree on the lot. Immalnegohatedandthmagreedtospacerentmw%at
$150.00 per month.

6.  Prior to entering into that lease in 1976, I looked at other parks and studied their
amenities, surroundings, locations, benefits, detriments and rental rates. I observed that
Thunderbirdwasancwparkbcingonlyone(1)yearoldatﬂzeﬁmeandithadanumberofvacam
paces. | _

7. Prior to entering into that lease in 1976, no representative of the Park owner or
mmlaggntmmﬂimedmimpﬁe&mmemmwmgeuinganyspeciﬂdea}qnhattheslso
rental rate offered for mjr space was below the market rate for that space.

8. There were no arrangements or side deals to have a lower space rent in exchange '
-1-
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" rent rates were: (a) $125.00 for a smaller single wide space, (b) $150.00 for a double wide space,
(c) $175.00 for a double wide space across from the pool/clubhouse, and (d) $25.00 per month

(I R - Y. T "SR Y T S

. pressure on either party to agree. It is my opinion that the $150 per month rate was compétitive

for our services, other consideration or acts. The Park owner was free to raise our space rent in
the future beyond the $150 as such was fixed for 12 months under my lease. There was no local
City rent control in effect and no discussion that one was about to be adopted. _ N

9.  Itis my understanding that there were 3-4 tiers of rent rates in 1976. These tiers of

added to the base rent for a space with an oak tree. _

10. At that time, I also looked at vacant spaces and available coaches in the Vallecito
Park where the rent rates were similar to what Thunderbird offered. However, the Vallecito Park
had too many steps to the chubhouse for us. In 1976, Mr. Hohn’s Ranch Mobile Home Park in
Thousand Qaks was designated an “affordable™ and mostly a single wide lot park with intentional
below market space rents. - Ranch Mobﬂe Homtr:r Park did not have tiered rents as highas
$125.00, $150.00, and $175.00 and as found in Thunderbird. _

11. My 1976 lease was an arms length leasing transaction, made in good faith, with no

with most other parks in the arca. Based on the rental agent’s statements and actions, as well as
my observations and evaluation the young agé of this Park, its location of 101 Freeway, the
Park’s more urban setting, type of amenities, and the location of the available spaces relative to
the pool, ¢lubhause, or cak trees, prior to leasing my space, and my research of other parks in the
area, I focl the $ 150.00 space rent was the market rate for that type of specific space in the Park.
12. I am unaware now, and was unaware in 1976, of any reason or fact indicating the
$150 per month for my space in a new partially vacant park was lower than the 1976 market rate.
13.  Shortly after moving into the Park, the topic of space rates was discussed between
other tepants and myself on a number of occasions. I am unaware hearing that any space in '
Thunderbird Park haying been rented 1o a non-manager for a below market rate during period of
1976 to the end of 1979. I am unaware of any space in Thunderbird Park that had been rented
for as high as $245 per month, ‘or at any rate over $190.00 for a standard double-wide space in

1979.
2-
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14, Thave been a resident of the Park continuously since 1976 and I have never heard

[=Y

any reason, basis or logic why the 1976 — 1979, per-rent control, Thunderbird Oaks space rent.
rates would have been set below the market rate for parks in the Thousand Oaks area.

I declare under penalty of pegury under the laws of the State of California that the
foregoing is true and correct.

Executed this 30th day of November, 2010, at Thousand Oaks, California.

Caundo s Bamine

| {
Carleen H. Binkley

- - Y T NI R &

BN b ‘
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TO INCREASE SPACE RENTS AT CASE NO.
EIOME 1],3 ARI?II(_RD OAKS MOBILE DECLARATION OF A CHARLES E.
' SALLIA A TENANT IN THUNDERBIRD
| OAKS MOBILE HOME PARK

e N i b w1

THOUSAND OAKS RENT ADJUSTMENT COMMISSION

AVM.G.H,, LTD.’S APPLICATION

Hearing Date: January 10, 2011.

I, Charles E. Sallia, declare:
L I have personal knowledge of the following facts set forth in this Deélaration, and

if called as a witness, I could and would competently testify thereto.

2. I am now a resident of Thunderbird Oaks Mobile Hdme Park located in Thousand
Qaks, California (the “Park™) and am a tenant un&er -a lease.

3 My coach’s address in the Park is 111 Piute Avenue, Thousand Qaks, CA 91362.

4. InJanuary, 1976, we purchased our coach for around $28, 830.24, and my wife
and I had it moved onto the space we leased in fhe Park. '

5. My leased space is a single wide lot that is ndt across from the pool/clubhouse, and
has no oak tree on it. [initial negotiated, and then agreed to space rent in 1976 at $125.00 per
month. |

6. Prior to entering into that lease in 1976, I looked at ofher parks and studied their
amenities, surroundings, locations, benefits, detriments and rental rates. I observed that
Thunderbird was a new park being only one (1) year ola at the time and it had a number of vacant
spaces.

7. Prior to entering into that lease in 1976, no representative of the Park owner or
rental agent ever indicated or implied to me that we were getting any special deal or that the $125 |
rental rate offered for my spaée was below the market rate for that space. I had many

conversations with Andrew Hohn during my initial searching for a space. At no time, did he

-1-
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 pressure on either party to agree. It is my opinion that the $125 per month rate was competitive

- with most other parks in the area- Based on the rental agent’s statements and actions, as well as

ever state that this park was less éxpensive than others, or that he was offering any special or
reduced rate deals to new tenants. Based on my conversations with and evaluation of Mr. Hohn’s
actions over many years,' 1 feel he was not the kind of person who ever gave below market deals.
I looked at other parks and Thunderbird Oaks rent was the similar to those other parks. The
Vallecito Park did not offer single wide lots, only double wide lots, so we chose Thunderbird.

8. There were no arrangements or side deals to have a lower space rent in exchange
for our services, other consideration or acts. The Park owner was frec to raise our space rent in
the future beyond the $125 as such was fixed for 12 months under my lease. There was no local .
City rent control in effect and no discussion that one was aboﬁt to be adopted. |

‘ 9. It is my understanding that there were 3-4 tiers of rent rates in 1976. These tiers of
rent ratos were: (a) $125.00 for a smaller single wide space, (b) $150.00 for a double wide space,
(c) $175.00 for a double wide space across from the pool/clubhouse, and (d) $25.00 per month
aﬁded,to the base reat for a space with an eak tree.

 10.  In 1976, Mr. Hohn’s Ranch Mobile Home Park in Thousand Oaks was designated
an “affordable”, but Thunderbird had no such in_1p1ication br reason for below market space rents.

11. My 1976 léase Wwas an arms length leasing transaction, made in good faith, with no

my observations and evaluation the young age of this Park, its location of 101 Freeway, the
Park’s more urban setting, type of amenilties, and the location of the available spaces relative to
the pool, clubhouse, or oak trees, prior to leasing my space, and my research of other parks in the
area, | feel the $ 125.00 space rent was the market rate for that type of specific space in the Park.
12, Shortly after moving into the Park, the topic of space rates was discuséed between
other tenants an(i myself on a number of occasions. Iam unaware hearing that any space in
Thunderbird Park haviﬁg been rented to a-non—manager for a below market rate during period of
1976 to the end of 1979. 1 am unaware of any space in Thunderbird Park that had been rented

for as high as $245 per month, or at any rate over $190.00 for a standard double-wide space in

1979.
2
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13.  Thave been a resident of the Park continuously since 1976 and I have never heard

any reason, basis or logic why the 1976 — 1979, per-rent control, Thunderbird Oaks space rent

rates would have been set below the market rate for parks in the Thousand Oaks area.
1 declare under pénalty of perjury under the laws of the State of California that the

foregoing is true and correct.

Executed this 30th day of November, 2010, at Thousand Qaks, California.

Charles E. Sailia

-3-
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THOUSAND OAKS RENT ADJUSTMENT COMMISSION

AV.M.G.H, LTD.’S APPLICATION

TO INCREASE SPACE RENTS AT CASENO.
EEUMNEDIFRBIRD OAKS MOBILE DECLARATION OF DIANE VALDEZ A
ARK. TENANT IN THUNDERBIRD OAKS
: | MOBILE HOME PARK

Hearing Date: January 10, 2011,

I, Diane Valdez, declare:

1. I have personal knowledge of the following facts set forth in this Declaratio‘n, and
if called as a witﬁcss, I could and would competently testify thereto.

2. I am a resident of Thunderbird Oaks Mobile Home Park located in Thousand
QOaks, California (the “Park™) and am a tenant under a lease paying rent to the owner of the Park.

3. My coach’é address in the Park is- 2457 Thunderbird Drive, Thousand QOaks, CA
91362. | | |

4. In August, 1976 my mother and ] purchased the coach for around $25,00Q froma
Golden West Mobile Home Company représentative. The coach was one of their model homes in
the Park. It was located on double wide space called number 150. We then negotiated the terms
of and agreed on the terms of a lease of the space in the Park for $150.00 per month and moved
in. | |

5. My leased space is not across from the pool/clubhouse, not one of the extra large
lots and has no oak tree on it. _ , ,

6. Prior to entering into that lease in 1976, I researched other parks and studied their
amenities, surroundings, locations, benefits, detriments and rental rates. I.did not visit and look in}
other parks prior to purchasing the coach in Thunderbird Oaks, but I did research those parks by
phone. I had a friend that lived in Camarillo Springs and another friend living in Hollywood
Beach Park. Based on my phone research, and Spéaldng with my friends, 1 believe the Park’s

-1-
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.n.ly observations and evaluation the young age of this Park, its location of 101 Freeway, the

rents in 1976 were within the going rent rates for this area. I observed that Thuﬁderbird Oaks was
anew park being only one year old at the time and it had a number of vacant spaces.

7. Atand prior to that time I was looking for a space to rent in 1976, no
representative of the Park owner or any rental agent indicated or implied that we were getting any
special deal or the rental rate offered for ‘my space was below the market rate. |

8. There were no arrangements or side deals to have a lower rent in exchange for our
services, other consideration or acts. The Park owner was ﬁee to raise 01_51 space rent in the future
beyond the $150.00. There was no City fent control in effect and no discussion that one was
pending or about to be adopted. 1 do not recall any discussion regarding a commitment by the
Park owner, or manager, to limit yearly rent increases at any particular amount or percentage due
to a fear of any pending until rent control measure. In fact, I would think the owner, if he knew
and anticipated a City rent control ofdinanée, would have set rents as ‘high as possible knowing
such would be fixed and increases limited under rent control.

9. It is my understanding that there were 3 levels of 1ent rates in 1976. Thesé levels
of rent rates were: (a) $125.00 for a smaller single wide space, (b) $150.00 for a double wide
space, (c) $175.00 for a double wide space across from tﬁc pool/clubhouse, or a space with an
oak tree, and (d) $175.00 for an extra laxge double wide lot and I believe there are only 3 such
extra large spaéés in the Park. |

10. In1977or 1978, Mr. Hohin’s Ranch Mobile Home Park in Thousand Oaks was
designated an “affordable” lower rent or below market rent park with mostly smaller single wide
spaces and no pool, and no large clubhouse, and green areas as found in Thunderbifd Oaké. |
Thunderbird Oaks had no sﬁch implicatioh, label or reason for below market space rents. '

11. My 1976 lease was an arms length leasing transaction, made in good faith, with no
pressure on either party to aglrec; 1t is my opinion that the $150 per month rate was competitive

with other similar parks in the area. Based on the rental agent’s statements and actions, as well as

Park’s more urban setting, type of amenities, and the location of my space relative to the pool,

clubhouse, or oak trees, and also my research of other parks in the area, I feel the $150.00 space
2-
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rent was the market rate in the area for in 1976 for that type of space.
12.  Shortly after moving into the Park, the topic of space rates was discussed between
other tenants and myself on a number of occasions. 1 have been a resident of the Park

continuously since 1976. Until the Park owner’s recent rent increase application, T had never

| heard anyone state that a space in Thunderbird Oaks Park had been rented to a non-manager at a

below market rate during the period of 1976 to the end of 1979.

13.  Iam unaware of any space in Thunderbird Park that had been rented for as high as
$245 per month, or at any rate over $190.00 for a standard double-wide space in 1979.

14. Iam unaware of any reason, basis or logic why in the period of 1976 to 1979,
without any rent control, the owner of Thunderbird Oaks would have set any space rent at a Ievel
below the market rate for parks in the Thousand Qaks area, - 7

15.  The Park is directly adjacent to the 101 freeway which generates noise and vehicle
exhaust impacts, and our Park is in a more urban area with a higher density causing noise, |
ambient lighting, traffic, and other impacts not experienced in the Vallecito Pa:k, the Ventu Park
Villas and the Ventu Estaie.s,.merefor_e, I feel the market rates. for a space in those other parks
would have been higher in 1979. | o

I declare under peﬁalty of perjury under the laws of the State of California that tlie :
foregoing is true and correct.

Executed this (a th day of December, 2010, at Thousand Oaks, California.

Diane Valdez

3.

A.V.M.G.H, LTD. - APPLICATION TO INCREASE RENTS AT THUNDERBIRD OAKS
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Dr. Kenneth K. Baar
January 3, 2011

This report was prepared at the request of the City of Thousand Oaks. The opinions expressed
herein are those of the author and do not necessarly represent the views of the City Council or the
Ciry staff.
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SUMMARY

Thousand Qaks is one of approximately one hundred local jurisdictions in this state which has a
mobilehome space rent stabilization ordinance. Under the City’s ordinance, park owmers are
permitted annual rent increases equal o 75% of the percentage increase in the Consumer Price
Index (CPT) times the 1986 Maximum Base Rent. In addition, they may apply for additional rent
adjustments based on the “just and reasonable return” standard m the ordinance. The principal
purpose of this provision is to provide rent adjustments which meet constitutional fair return
standards. Under judicial fair return doctrine, no single standard or single type of result is mandated.
Instead, the result must be reasonable.

Under the regulations adopted pursuant to the ordinance, park owners have a right to preserve
base period “net operating income.” (Now commonly known as a “maintenance of net operating
income” (MNOI) standard.) Under such standards park owners are entitled to rent increases which
cover operating cost increases and provide for an adjustment in net operating income over a base
year level based on an inflation factor. While the Thousand Oak’s regulations provide for the
preservation of base year net operaung income, they do not specify the rate (percentage of the CPI
increase) at which net operating income should be adjusted over the base year level. Indexing ratios
vary from 40% to 100% under other rent stabilization ordinances in this state.

In this application, the Park Owners are requesting an increase of $260.62 (66.1%) in monthly
space rents pursuant to an MINOI analysis, on the basis that this increase is necessary to cover
operating cost increases since the base year (1979) and to adjust the base year net operating income
by 100% of the percentage increase in the CPI since the base year.

In this case, the application of MINOI standard raises a number of issues including:
1. What year should be used as the base year (1979 or 1986),
2. How base year operating expenses and net operating income should be calculated,

3, Whether base year rent should be adjusted upward for the purposes of an MNOI analysis
and, if so, by how much.

4. The rate at which base year net operating income should be indexed.

Depending on how the foregoing factors are addressed in an MNOI analysis, varying outcomes
occur pursuant to an MINOI analysis. These outcomes are summarized in the tables below, setting
forth the allowable increases using alternatively 1979 and 1986 base years, with altemate treatments
of allowable expenses, aliernate adjustments of base rents, and alternate ratios for indexing net
operating income.

While the regulations provide for an MNOI analysss, they also state that “The methods
authorized herein are not exclusive. Alternate approaches may be employed by the Commussion.”



PROJECTIONS OF RENT REQUIRED FOR FAIR RETURN UNDER MNOI STANDARD - 1979 BASE YEAR

actual rentat income estimated

comparable rental income

comparable rental income

based on park owner based on city appraisal
maint.&adm.
oeereaby | 97 | rojecteat cjected
rojecte s rojecte: rojecte
adjustments I|,:>arjln'. nwner adjusted I|,:>arjk owne:’ : a:k uwne:r
A (Baar analysis) A maint.&adm. | P R maint.&adm.
minus . minus minus
imb & reimbursed imb 4 expenses imb d expenses
reimbursed expenses reimburse adjusted reimburse adjusted
EXpenses exctuded expenses (Baar analysis) expenses {Baar analysis)|]
{1} 12} {3) 4) {5) {s)
Base Year
Avg. Monthly Space Rent (a) 198 198 225 225 205 205
BASE PERIOD RENTAL INCOME {bjJ=a*161*12 382536 3182536 434700 434700 396060 393600
BASE PERIQOD OPERATING EXPENSES {c) 110448 134451 110448 134451 110448 134451
BASE PERIOD NET OPER. INCOME {d} = {b-¢) 272088 248085 324252 300249 285612 259149
CURRENT SPACE RENTAL INCOME (e} 764529 764529 764529 764529 764529 764529
CURRENT OPERATING EXPENSES* f) 333217 333217 333217 333217 333217 333217
CURRENT NET OPER. INCOME g) ={e-f) 431312 431312 431312 431312 431312 431312
100% Indexing
100% Indexing- Pct Inc. over base yr th) 192.1% 192.1% 192.1% 192.1% 192.1% 192.1%
FAIR NOI {100% indexing) (i) = d x {1+h) 794769 724656 947064 B77027 834273 756974
Rent Adjust [100% indexing) {i} = li-g) 363457 293344 515752 445715 402961 325662
Rent Adjust/Space/Mo (k) = {j/(161*12) 188 152 266.95 231 209 169
75% Indexing
75% Indexing - Pet Inc. over base yr [k) 144% 144% 144% 144% 144% 144%
FAIR NOI (75% indexing) (I)=d x {1+k) 663895 605327 791175 732608 696893 632324
Rent Adjust {75% indexing) {m)={l- 5) 232583 174015 359863 301296 265581 201012
Rent Adjust/Space/Mo {n) = [(m/[161*12) 120 a0 186 156 137 104
50% Indexing_
50% Indexing - Pct Inc. over base yr {p) 96% 96% 96% 96% 96% 96%
FAIR NOI {50% indexing) {q) =d x {1+p) 533292 486247 635534 588488 559800 507932
Rent Adjust {50% indexing) {r}=1{q -Jg_) 101980 54935 204222 157176 128488 76620
Rent Adjust/Space/Mo (s} = (r/{161*12) 53 28 106 81 67 40

*Sea Adjustments to Current Operating Expenses in Appendix B
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PROJECTIONS OF RENT REQUIRED FOR FAIR RETURN UNDER MNOI STANDARD - 1986 BASE YEAR

- comparable comparable base
unused annual unused annual base vear rent cit ear rent ci
increases added | increases added M . ¥ ¥ . city
. appraisal appraisal
management & management &
Adjustments admm._ expenses admin. expenses
adjusted adjusted
reimbursed expenses excluded from income & expenses
Projection of Avg. Monthly Space Rent {a) 298.00 298.00 320.00 320.00
BASE PERIOD RENTAL INCOME {(b)=ax161x12 575736 575736 618240 618240
BASE PERIOD OPERATING EXPENSES {c) 153815 207054 153815 207054
BASE PERIOD NET OPER. INCOME {d) = (b-c) 421921 368682 464425 411186
CURRENT RENTAL INCOME - {e) 764529 764529 764529 764529
CURRENT OPERATING EXPENSES* {f} 333217 333217 333217 333217
CURRENT NET OPER. INCOME (g) ={e-f) 431312 431312 431312 431312
100% Indexing
100% Indexing- Pct Inc. over base yr {h} 0.99 0.99 0.99 0.99
FAIR NOI (100% indexing) {i} = d x {1+h} 839623 733677 924206 813260
Rent Adjust (100% indexing) i) = (i-g) 408311 302365 492894 386948
Rent Adjust/Space/Mo {k} =_(jr/(161*12) 211 157 255 200
75% Indexing
75% Indexing - Pct Inc. over base yr {k) 0.74 0.74 0.74 0.74
FAIR NO1 (75% indexing) (1) = d x {1+k) 734143 641507 808100 715464
Rent Adjust {75% indexing) (m)=(l-g) 302831 210195 376788 284152
Rent Adjust/Space/Mo {n) = {m/(161*12) 157 . 109 195 147
50% Indexing
50% Indexing - Pct Inc. over base yr (p) 0.495 0.495 0.495 0.495
FAIR NO1 {50% indexing) {q) = d x {1+p) 630772 551180 694315 614723
Rent Adjust {50% indexing) {r)=lq- g')__ 199460 119868 263003 183411
Rent Adjust/Space/Mo {s) = (r/{161*12) 103 136 95

62

* See Adjustments of Current Operating Expenses in Appendix B
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The Author

The author's resume is attached as Appendix C. The author has a PhD in urban planning and is an
attorney. He has researched and published extensively on housing policy issues.

Over the past 20 years, he has been employed as a consultant by numerous California junisdictions
for the purpose of preparing fair return analyses of rent increases applications and/or drafting
regulations of mobile home park space rents, His articles on rent control have been extensively cited
by appellate courts, especially in regards to fair retum issues. Also, appellate courts have concluded
that his opinions have provided a substantial basis for the findings of rent boards in fair retum cases.

Appellate Court Opinions on Fair Return Issues Citing Articles by Kenneth Baar
Helmsley v. Borough of Fort Lee, 78 N.J. 200; 394 A.2d. 65 (1978) New Jersey Supreme Court

Fisher v. City of Berkeley, 37 Cal3d. 644; 209 CalRptr. 682 (1984) Califomia Supreme Court;
affirmed, 475 US. 260, 106 S.Ct. 1045, 89 1.Ed.2d. 206 (1986)

Oceanside Mobile Home Park Owners Association v. City of Oceanside, 157 Cal. App.3d. 887; 204
CalRptr. 239 (1984) Califomia Court of Appeals

Mayes v. Jackson Township, 103 NJ. 362; 511 A.2d. 589 (1986) New Jersey Supreme Court; cert.
denied, 479 US. 1090, 107 S.Ck. 1300, 94 L.Ed. 2d. 155 (1987).

Yee v. Mobilehome Park Rental Review Board, 17 Cal. App. 4th 1097, 23 Cal.Rptr.2nd. 1 {1993)
California Court of Appeals

Palomar Mobilehome Park v. Gty of San Marcos, 16 Cal App.4th 481, 20 Cal Rptr.2d. 371 (1993)
California Court of Appeals

Kavanau v. Santa Monica Rent Control Board, 16 Cal.4th. 761; 66 Cal Rptr. 2d. 672 (1997) Califormua
Supreme Court); cert. denied, _ US. _, 118 S.Cx. 856, 139 L.Ed. 2d. 755 {1998)

Rainbow Disposal Co., Inc. v. Mobilehome Park Rental Review Board, 64 Cal. App.4th 746, 75
CalRptr. 2d. 1159 (1998) Califomia Court of Appeals

Quinn v. Rent Control Board of Peabody, 45 Mass. App.Ct. 357, 698 N.E.2d.911 (1998)
Massachusetts Court of Appeal

Berger Foundation v. City of Escondido, 127 Cal. App.4th 1 (2005) California Court of Appeal
TG Oceanside, L.P. v. City of Oceanside, 156 Cal. App.4th 1355 (2007) California Court of Appeal

Appellate Court Opinions Relying on Testimony of Kenneth Baar in Fair Return Cases

Rainbow_Disposal Co., Inc. v. Mobilehome Park Rental Review Board, 64 Cal.App.4th 1159; 75
CalRptr. 2d. 746 (1998) Califorma Court of Appeal

MHC Operating Limited Parmership v. City of San Jose, 106 Cal. App.4th 204; 130 Cal.Rptr. 2d 564
(2003) California Court of Appeal
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Hillsboro Properties v. Public Utillities Commuission, 108 Cal. App.4th 246; 133 CalRptr. 2d. 343
(2003} California Court of Appeal

Los Altos El Granada Investors v. City of Capitola, 139 Cal. App. 4th 629 (2006) California Court of
Appeal
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l. Introduction

Thousand Oaks is one of approximately one hundred local jurisdictions in this state which
regulates mobilehome park space rent increases. The Owner of the Thunderbird Mobile Home Park
has submitted a rent adjustment petition pursuant to the Thousand Oaks Mobile Home Park Rent
Stabilization Ordinance (RSO). The purpose of this report is to provide an analysis of the Park
Owner’s petition based on the “just and reasonable return” requirements of the RSO', the Rent
Adjustment Commission regulations,” constitutional guidelines for a fair return, wking into
consideration the theories set forth in the Park Owners rent increase application, and the
Residents’ submissions in this case..

'The Park contains 161 rental spaces, including 145 doublewide spaces and 16 singlewide spaces.
The average monthly space rent in the park is $394.03° In addition to paying space rents, the
tenants pay for gas, electricity, sewer, and trash expenses, but not water expenses. The average
monthly total per space for these expenses is $130.*

In this application, the Parkk Owners are requesting an increase of $260.62 (66.1%) in monthly
space rents, on the basis that this increase is necessary to cover operating cost increases since the
base year (1979) and to adjust the base year net operating income by 100% of the percentage
increase in the CPI since the base year. (On June 3, 2010, an original application was submitted
requesting a rent adjustment of $322.52. On October 8, 2010, the application was modified with
amended projections of base period mncome and the requested increase changed to $260.62. The
amended application included an appraisal of base year rents that would reflect market conditions. )

The following section of this (Section IT) explains the critical provisions of the ordinance and
regulations in regards to “just and reasonable retumn” (fair return). Section ITI summarizes judicial
guidelines in regards to fair return and comments on maintenance of net operating income and rate
of return on investment fair return standards. Section IV analyzes the rent application and the issues
related to the application of a “maintenance of net operating income” (MNOI) standard in this case.
Section V recaps the issues that are raised in this case.

1 Thousand Oaks Municipal Code, Chapter 25, Sec. 5-25.01-25.12, (Ordinance No. 933-NS, Sept. 1986,
Readopted Ordinance No. 1254-NS, Jan. 23, 1996}

2 Resolution No RAC-2 (May 7, 1981)

3 The rent of 98 spaces is $373.40 and the rent of 37 spaces is $428.40. The monthly space rents in the park range
from $321.40 to $525.40. Individuat space rents at set forth in the Rent Adjustment Application [hereinafter referred to
as “RAA™, pp. 3a-3h)

4 Park revenues for utilities in 2009 totaled $251,932 $251,932 / (161 spaces x 12 months)} = $130.40.

Totals for each utility were: Electricity-399,415; Gas-$67,078; Sewer-$49,225; Trash-$36,214). See RAA,
Attachment 10, p. 2.
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Il. The Thousand Oaks Mobilehome Space Rent Ordinance and
Regulations - Standards for Rent Adjustments

A. The Ordinance

1. Purpose

The purpose of the Ordinance is to “safeguard tenunts from exassiwe rent increases and at the sane time
provide landlords with a just and reasonable retom on thetr vental spaces.” (Sec. 5-25.01) The accompanying
finding in the Ordinance states that:

...some tenants attempt to pay requested and uncontrolled rent increases, but as a
consequence, must expend less on other necessities of life. This situation has had
a detrimental effect on substantial numbers of renters in the City, especially
creating hardships on senior citizens on fixed incomes, and low- and moderate-
income households.

2. Automatic Annual Rent Increases

From 1980 until 1986, the rents of mobilehome park spaces were regulated by ordinances
which also regulated apartment rents. From July 1980 through mid-September 1983 annual rent
increases of 8% were permitted,” and from mud-September 1983 through-1986 annual increases of
7% were permitted.’

Under the current Ordinance adopted in 1986, which. is only applicable to mobilehome park
spaces, park owners have been permitted annual percentage tent increases equal to 75% of the
percentage increase in the Consumer Price Index (CPI) umes the 1986 rent, with a a ceiling of 7%.
From 1986 until 1996, there was a floor for allowable annual increases of 3%.°

3. Individual Park Rent Adjustments in Order to Obtain a “Just and Reasonable Return”

In addition to obtaining the automatic increases, park owners may petition for a rent adjustment
based on a “Just and Reasonable Return” Standard. (Section 5-25.06.b (1)) The purpose of this
section 1s to insure that Park Owners may obtain a “Just and Reasonable Retum” “in the event that
the maximum rent or maximum adjusted rent otherwise permitted pursuant to this chapter does not
constitute a just and reasonable rent.”

5 Ord. No. 755, Sec. VI (July 1, 1980}, Under a prior ordinance, which was adopted three months earlier, no rent
increases were permifted except upon vacancies. {Ord. No. 747, April 22, 1980)

6 Ord. No. 838, Sec. VI.A (Aug. 23, 1983)

7 Sec. 5-25.05 (a). The Section states that the "Maximum Base Rent’ may be adjusted by the “Index”, The “Index” is
defined as 75% of the percentage increase in the CPI. (Sec. 5.25.02}

This type of annual increase standard is common among mobilehome park space rent stabilization ordinances. The
ordinances authorize annual rent increases ranging from 50% to 100% of the percentage increase in the CPl. A
majority of the ordinances limit automatic allowable annual increases to less than 100% of the percentage increase in
the CPI.

8 Ord. No. 933, Sec. .G {Sept.16, 1986 replaced by Sec. 5.-25.02 in 1996 ordinance.
-2
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The “just and reasonable retumn section” provides for consideration of enumerated factors and
“other relevant factors,” but does not set forth a specific formula. Instead the Commission has the
authority to grant increases which are “in keeping with the purposes of the Chapter.”

The section (which is common i substance to the fair return or “just and reasonable return”
standards contained in numerous other mobilehome park space rent control ordinances) states:

Section 5-25.06
{b) Just and reasonable return.

(1) Commission adjustments. The Commission shall have the authority, in
accordance with such guidelines as the Commission may establish, to grant
increases in the rent for a rental space or spaces ... if the Commission finds
that such increase is in keeping with the purposes of this chapter and that the
maximum rent or maximum adjusted rent otherwise permitted pursuant to this
chapter does not constitute a just and reasonable rent on the rental space or
spaces. The following are factors, among other relevant factors as the
Commission may determine, which may be considered in determining whether
a rental space yields a Just and reasonable return:

(i} Property taxes;
(ii) Reasonable operating and maintenance expenses;

{(iii) The extent of capital improvements made to the common area or spaces
as distinguished from ordinary repair, replacement and maintenance;

(iv) Living space, and the level of housing services;

(v} Substantial detericration of the rental spaces other than as a result of
ordinary wear and tear; and

(vi) Failure to perform ordinary repair, replacement and maintenance;
and

{vii) Financing costs on the property if such financing was obtained prior to
April 1, 1980 and if it contains either a balloon payment or variable rate
provision.

4. Capital Inprovement Adjustments

Also, Park Owners may apply for rent adjustments to cover the amortized cost of capital
improvements.’

The City’s staff report in this case recounts the amendments to the ordinance and regulations.™

9 Sec. 5-25.06 (a).
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B. Rent Adjustment Commission Regulations {(RAC2-1981)

The Ordinance is supplemented by Regulations. The regulations were adopted by the Rent
Adjustment Commussion m 1981 pursuant to the preceding rent control ordinance, which was
adopted in 1980."

The regulations contain specific guidelines for “revewing requests by landlords for rent adiustrrents in
order to achiew a Just and reasonable rer”® but also direct that “The methods authorized berein are
not exclusive. Alternate approaches may be employed by the Commission™ (underlning
added).

The regulations state that the Commussion “presumes that the net operating incorre reiwed up to Apnl
1980 provded landlords with a Just and Reasonable Retwmn ... ..urless there s dezzrandmﬂmcingezim to the
corrary” and set forth the principle that landlords “shorded be able to maintain the same lewl of net operating
wcone as they expertenced m 1979.7° 'The “same level” is not defined.

The maintenance of net operating income principle is supplemented by guidelines for
adjustments of “below market rentals”. One type of below market rental consists of cases in which
“the rent increases perritted by the Rent Stabilization Ordinance or the Regulations ... could hate been made, but
haze not been nuade becase of the landlord’s vental policies and purposes.”'

In such cases, a park owner may add a “Price Level Adjustment” to the 1979 net operating
income which consists of all of the annual adjustments that could have been implemented pursuant
to the ordinance that was in effect at the time the regulation was adopted.'®

'The regulations also contain guidelines for calculating net operating income and expenses.

lll. Standards for the Determination of “Just and Reasonable
Return” (Fair Return)

A. Judicial Guidelines

In fair retumn cases, “conceptual” disputes about how fair return should be measured (as well as
disputes in regard to the reasonability of particular expense claims) are common. Often the disputes
over how fair return should be calculated are the primary determinant of the differences among the
outcomes propounded by the parties.

Determining what rent increases are required to provide a fair return (“Just and Reasonable
Return”) is a complex task. In 1993, in a mobilehome park rent stabilization case, a California Court

10 Resolution No. RAC-2, May 7, 1981.

11 Resclution No. RAC-2, May 7, 1981.

12 Resolution No. RAC-2, p.1

13 Resolution No. RAC-2, Sec. 1.04 (underining added)
14 Resolution No. RAC-2, Sec. 1.03.

15 Resolution No. RAC-2, Sec. 2.05

16 Resolution No. RAC-2, Sec. 3.04.
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of Appeal noted the particular complexity of fair return issues, including the complexity of the issue
of what standard should be used. It commented:

The principal question is whether the San Marcos City Council acting as the
City’s Mobile Home Rent Review Commission, denied this mobilehome park
owner its constitutionally guaranteed fair rate of return on its investment by
refusing to grant a proposed rent increase. What appears at first blush to be a
simple question of substantial evidence turns out to be something considerably
more complex when one realizes that the formula for determining a “fair return”
is hotly debated in economic circles and has been the subject of sparse,
scattered, and sometimes conflicting comment by appellate courts. In
particular, only the broad outlines have been discussed in California
decisions."”

The courts have not formulated a specific rule about what constitutes a “fair return” or “just

and reasonable return”*® and judicial precedent in regards to fair return is conflicting. Instead, one

constant judicial doctrine has been that , "[rlent control agencies are not obliged by either the state
or federal Constitution to fix rents by application of any particular method or formula. ... The

method of regulating prices is- immaterial so long as Theresuiﬁacfneved—rs—consﬂtuﬂonaﬂy
acceptable."®

As this court has repeatedly noted, "there is no constitutionally required
formula which must be utilized when government seeks to requlate the price
charged for a good or service. [Citation.] . .. [A] governmental entity may
choose to regulate pursuant to any fairly constructed formula even though
other formulas might allow for higher prices.” (Palomar Mobilehome Park
Assn. v. Mobile Home Rent Review Com. {1993) 16 Cal.App.4th 481, 487, italics
added; Yee v. Mobilehome Park Rental Review Bd., supra, 17 Cal.App.4th 1097
at p. 1104; San Marcos Mobilehome Park Owners' Assn. v. City of San Marcos
(1987) 192 Cal.App.3d 1492, 1498.) The United States Supreme Court held: "It
is not the theory but the impact of the rate order which counts. If the total effect
of the rate order cannot be said to be unjust and unreasonable, judicial inquiry

. is at an end " (Federal Power Com'n v. Hope Natural Gas Co. {1944) 320 U.S.
591 602)

The Courts have also repeatedly reiterated the principle that there is a “range” of rents that may
be considered reasonable. The California Court of Appeal has commented:

There is a range of rents which can be charged, all of which could be characterized
as allowing a "just and reasonable” return. (See Hutton Park Gardens v. Town
Council {1975) 68 N.J. 543 [350 A.2d 1, 15] [the terms "just and reasonable” and
"confiscatory” are not precise formulations]; Power Comm’n v. Pipeline Co. (1942)
315 U.S. 575, 585 [86 L.Ed. 1037, 1049, 62 S.Ct. 736, 743] [there is a zonhe of
reasonableness which is higher than a confiscatory rate].) Thus, many decisions
by rent control boards will focus on the issue of where the requested increases fall
within the range of possible rents -- all of which rents would allow the owner a

17 Palomar v. City of San Marcos, 16 Cal. App. 4th 481, 484 {1993)

18 In the course of consideration of the issues the terms “fair’ and “just and reasonable™ have been used
interchangeably. They are used interchangeably in this analysis.

19 Carson Mobilehome Park Owners Ass'n v. City of Carson, 35 Cal.3d. 184, 191 {1983).
20 Rainbow Disposal Company v. City of Escondido, 64 Cal. App.4th. 1159, 1172 {1998).

5
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return sufficiently "just and reasonable” as to not be constitutionally
confiscatory.”

In Galland v. Clovis, the California Supreme Court held that the concept of “fair rate of retum”
is a legal term which refers o a “constitutional minimum”, although the terminology is borrowed
from finance and economics. The return must “allow Park Owmer to continue to operate
successtully.”

Although the term “fair rate of return” borrows from the terminology of economics
and finance, it is as used in this context a legal, constitutional term. It refers to a
constitutional minimum within a broad zone of reasonableness. As explained
above, within this broad zone, the rate regulator is balancing the interests of
investors, i.e. landlords, with the interests of consumers, i.e. mobilehome owners,
in order to achieve a rent level that will on the one hand maintain the affordability
of the mobilehome park and on the other hand allow the landlord to continue to
operate successfully. [cite omitted].”

While the Courts have held that no specific formula is required they have held that owners must be
permitted rent increases which are adequate to permit growth in net operating income.

As indicated, the regulations prov1de for the use of a particular type of fair retumn standard now known
as a “maintenance of net operating income” (“MNOI”) standard.® (“Net operating income” is equal to
gross income minus operating expenses. Mortgage interest payments are not considered as an operating
expense.) However, as noted, the regulations also state that “{tlhe methods authorized herein are not
exclusive.”

The Residents’ comments on the application address the issues related to the use of this
standard.”* However, the Residents also point to the Park Owner's return under a rate of return on
investment analysis as a basis for denying any rent increase.”

The following subsection states why a maintenance of net operating income (MNOI) analysis is used in
this analysis and sets forth rationale for a preference for this type of standard, apart from the fact that it is
authonized by the regulations.

B. The Maintenance of Net Operating Income (MNOI) Standard

Under an MNOI standard, a fair return is defined as the net operating income yielded in a base year
adjusted by an inflation factor. Rather than designating a particular rate of retumn as fair, this approach
preserves the base period yield from a property by passing through operating cost increases and adjusting
the net operating income by an inflation (Consumer Price Index “CPI”) factor.

In this analysis, a maintenance of net operating income (MINOI) standard is used as the measure of
“fair reurn”., Under the Rent Adjustment Commission’s regulations the change in net operating income is

21 San Marcos Mobilehome Park Qwners’ Assn. v. City of San Marcos, 192 Cal. App.3d 1492, 1502. (1987) as cited
in Rainbow Disposal Co. v. Escondido Mobilehome Rent Review Bd. {1998) 64 Cal.App.4th 1159, 1172

22 24 Cal.4th. 1003, 1026 (2001)

23 This terminology had not come into use when the standard was adopted.
24 Letter from Residents Attorney (Mark Sellers), (Sept. 23, 2010)
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the measure of retum, but as noted the regulations state that the “methods authorized herein are not
exclusive.” (Sec. 1.04)

This author has extensively written in law review articles and law texts® and in fair return
analyses for other jurisdictions about why an MINOI standard 1s the most appropriate standard for a
fair return analysis under rent regulations.

1. Description and Rationale

'The MNOI formula provides for reasonable growth in net operating income, which is the
portion of rental income that provides cash flow and covers debt service. Rather than considering
each owner’s particular financing circumstances, it provides all owners with growth in net operating
income tied to the rate of inflation (the CPI) which can cover additional debt service and/or provide
additional cash flow. It becomes the investor’s task to determine what investment and financing
arrangements make sense in light of the growth in net operating income permitted under the MNOI
standard. Under an MINOI approach regulated owners are permitted an equal rate of growth in NOI
regardless of their particular purchase and financing arrangements. Therefore, allowable rent
increases are tied to increases in expenses and the inflation rate (Consumer Price Index).

Because value is a function (multiple) of net operating income, MNOI standards provide for

apprec1auon as well as growth in net operating income. This approach meets the twin objectives of

“protecting” the mobilehome owners from “excessive increases” and providing park owners with a
“fair return on investment.”

This type of standard is used by a significant portion of the California junsdictions that have
mobilehome space rent ordinances and has been positively commented on by California appellate
courts. (See discussion below.) It is the most rationale and workable formula in the context of a rent
regulation. Also, “by definition”, by defining fair return in terms of growth in net operating income,
this formula addresses the constitutional requirement that growth in net operating income must be
permitted. In contrast, a rate of return on investment standard (net operating income/ investment)
only considers the current rate of return, without any consideration of whether or not the net
operating income has increased or decreased under the rent regulation.

2. Judicial Approval of the Maintenance of Net Operating Income (MNOI{) Standard

'The Courts have approved and commended the use of this type of the MNOI standard,” and,
on numerous occasions, the Courts have held that this standard provides for constitutionally
adequate rent increases. In Oceanside Mobilehome Park Owners' Ass'n v. Gity Oceanside (1983)*
and Baker v. Gity of Santa Monica (1986)° California appellate courts upheld maintenance of net

26 See Baar, "Guidelines for Drafting Rent Control Laws: Lessons of a Decade”, 35 Rutgers L aw Review, 723, 781-
817 (1983); and Baar, “Fair Retum under Mobilehome Park Space Rent Controls: Conceptual and Practical
Approaches:, 29 Real Property L aw Reporter 333 (Sept. 2006, California, C.E.B. {Continuing Education of the Bar))

27 See Baar, "Fair Return under Mohilehome Park Space Rent Controls: Conceptual and Practical Approaches:, 29
Real Property Law Reporter 333 {Sept. 2006}

28 157 Cal App.3d.887; 204 Cal.Rptr.239 (1984).
29 Baker v, City of Santa Monica, 181 Cal.App.3d. 972 (1986).
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operating mcome standards. In Oceanside the Court found that the standard was reasonable because
it allowed an owner to maintain prior levels of profit.”

In 1993, a Galifornia Court of Appeal commented: “The maintenance-NOI approach has been
praised by commentators for both its fairness and ease of administration.”®

In Rainbow Disposal v. Mobilehome Park Rental Review Board, a California Court of Appeal
concluded that the MNOI formula is a “faidy constructed formula” which provides a “"just
and reasonable” return on ... investment,” even if another formula may provide a higher return.

"A 'just and reasonable’ rate of return is one high enough to encourage good
management, reward efficiency, discourage the flight of capital, and enable
operators to maintain their credit, and which is commensurate with returns in
comparable enterprises, but which is not so high as to defeat the purpose of rent
control to prevent excessive rents. [Citation.] There is a range of rents which can
be charged, all of which could be characterized as allowing a 'just and reasonable'
return. [Citations.] Thus, many decisions by rent control boards will focus on the
issue of where the requested increases fall within the range of possible rents - all
of which rents would allow the owner a return sufficiently 'just and reasonable' as
to not be constitutionally confiscatory." (San Marcos Mobilehome Park Owners’
Assn. v. City of San Marcos, supra, 192 Cal.App.3d at pp. 1502-1503.)

Baar's MNOI approach adopted by the Board is a “fairly constructed formula”
which provided Rainbow a sufficiently "just and reasonable" return on its
investment. ... The Board was not obliged to reject Baar's MNOI analysis just
because an historical cost/hook value formula using Rainbow’s actual cost of
acquisition and a 10 percent rate of return would have yielded a higher rent
increase.

3. Comment on Rate of Retfurn on Investment Standards

In light of the fact that the regulations state that “the methods authorized herein are not
exclusive”, the following discussion comments on rate of return on investment standards which are
commonly used in utility regulations, but have also been used in rent control cases. In the context of
rent regulation this type of standard suffers from the failing of “circularity” in the sense it allows a
park owner to set the allowable rents by setting the purchase price. Also, its application has widely
varying impacts depending on whether a park was purchased recently or is held by a longterm
owner, who purchased at a price that is very low by current standards.

This fallacy has been generally overlooked in rent control cases, However, federal courts in
New York have concluded that the retun on investment approach does not make sense m the
context of land use controls and rent regulation. In a land use case, a federal circuit court of appeal
noted that under the reum on investment approach, the "regulated” mvestor can, in fact, regulate
the allowable return by determining the size of the investment.

... In addition to being inconsistent with the case law, appellants’ [return on
investment}] approach could lead to unfair results. For example, a focus on

30 157 Cal.App.3d.887, 902-905 (1984)
31 Palomar v. City of San Marcos, 157 Cal. App.3d. 481, 486 {1993)
32 64 Cal.App.4th 1159,1172, 75 Cal Rptr. 2d. 746, 754 (1998, California Court of Appeals)
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reasonable return would distinguish between property owners on the amount of
their investments in similar properties {assuming an equal restriction upon the
properties under the regulations) favoring those who paid more over those who
paid less for their investments. Moreover in certain circumstances, appellarts
theory "would merely encourage property owners to transfer their property each
time its value rose, in order to secure ... that appreciation which could otherwise

be taken by the government without compensation..." [cites omitted]”

In a subsequent case, the New York Federal District Court indicated that the same logic is
applicable in the case of rent regulations.”

'The application of rate of return on investment standards also presents substantial problems
because there 1s no consensus about what rate is fair or even a consensus on how to measure the
investment (the “rate base™).

In regards to measunng the investment (the “rate base”), in some cases, rent commissions
applying a rate of return on nvestment standard have used a return on historic investment
approach. In other cases the historic adjustment has been adjusted downward in order to reflect
depreciation; but in other cases the investment has been “indexed” (adjusted upward) to reflect the
“real” amount of the investment in terms of current dollars. These alternate methodologies lead to
drastically differing results in cases involving longterm owners. The appellate courts have upheld all
three approaches. (See e.g. Palomar Mobilehome Park Assn. v. Mobile Home Rent Review Com.
(1993) [upholding the use of investment adjusted downward for depreciation]”, and Cotati Alliance
for Better Housing v. City of Cotat, (1983) [investment should be adjusted upward to reflect
inflation since the time the property was purchased.}’*

The Thunderbird case does not involve a situation in which the return on investment standard
is advocated by a purchaser claiming a rate of return exceeding the rate yielded by a recent purchase
or an applicant who would fare better under this type of standard than under an MINOI standard.
However, if the standard is used in this case, its use would provide precedent for the proposition
that 1t should be used in other cases, when in fact, the standard suffers from the conceptual
shortcomings noted above.

IV. Analysis of the Rent Increase Application Pursuant to the
Ordinance, Commission Regulations, and Constitutional
Guidelines

While this case does not involve challenges to the use of the MNOI standard, it raises both
factual 1ssues and conceptual issues regarding how the MINOI standard should be applied in order
to provide a fair return and result in a rent adjustment “in keeping with the purposes of this

33 Park Avenue Tower Associates v. City of New York, 746 F.2d. 135, 140 (1984).
34 Rent Stabilization Association v. Dinkins, 805 F.Supp. 159, 163 {1992}

35 16 Cal.App.4th 481, 487

36 148 Cal.App.3d. 280, 289

CTO 02077



chapter.” In this instance, the issues surrounding an MINOI rent adjustment analysis are particularly
complex.

A. The Park Owner’s Application
In accordance with the direction of the Regulations, the Park Owner’s application relies on an

MNOI standard. In addition, the Park Owner contends that “The Gty Code requires the -

Commussion to follow a fixed maintenance of net operating income standard (“MNOI”) formula
established by City Regulations in making its determination.”’

The Park Owner submitted detailed income and expense data, for the last three full years (2007-
2009), including ledgers and supplied copies of receipts for 2009 expenses.

However, the Park Owner indicated that he did not have any income and expense data for the
base year under the regulations (1979) or for any of the following five years.® The first year of
income and expense data provided by the Park Owner was for 1986, which consisted of a copy of
the section of the 1986 tax return covering rental income and expenses from the park. The applicant
also indicated that he did not have income and expense data for the four year period following 1986.

In order to calculate 1979 net operating income the Park Owner used an income projection
based on an appraisal of comparable rents in 1979 and he calculated 1979 operating expenses by
adjusting 1986 operating expense amounts downward by percentage change in the CPI between
1979 and 1986. Both the income and expense calculations were not based on actual data.

Using these methodologies, the Park Owner projected that operating expenses increased by
from $110,448 in the base year (1979) to $421,046 in the current year (2009),* an increase of
$310,598 or $160.76/mobilchome park space/month. $146,240 of this increase,
$75.69/ mobilehome park space/month, was attnbuted to an increase in management and
administration expenses.®

The Park Owner’s justification for the $260.62 rent increase is based on a prolecuon of fair net
operating income pursuant to an MNOI analysis which includes:

1. An estimate by the Park Owners appraiser of a base year rent that would reflect market
conditions,

2) an estimate of base year net operating income based on the appraiser’s projection of fair base
rents and the accountants projection of base period operating expenses, and

3) an increase in base year net operating mcome by 100% of the percentage increase n CPI
since 1979, which the Park Owner contends is necessary to provide a fair return.

The Park Owner projected that the net operating income in 1979 was $ 324,252 and adjusted
this amount by the percentage increase in the CPI simce 1979 in order to determine a fair net

37 RAA, Hart, King, & Coldren Memorandum, p. 1 (May 25, 2010)
38 RAA, Hart, King, & Coldren letter, p.2 (Aug. 26, 2010)

39 “Maintenance of Net Operating Income 2009" (prepared by Park Owner's accountant, Michael McCarthy),
submission accompanying Park Owner's revised application, October 8, 2010)

44 The calculations following the prior footnote where made by this author.
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operating income for 2009. The resulting fair net operating income projection is $947,064,
compared to an actual net operating income of $443,550 in 2009. The difference between these two
amounts 15 $503,514. ($974,064- $443,350 = $503,514 / (161 spaces x 12 months) = $260.62 /
space / month.)

Summary of Park Owner’s MNOI Fair Return Calculation
{prepared by Baar, using amounts set forth

by Park Owner in Rent Adjustment Application‘u'

Base Year Current Year
(1979) {2009)

| Gross Total Income
With Base Year Adjustment $434,700 $864,596
Operating Expenses 110,448 421,046
Net Operating Income 324,252 443,550
Fair Net Operating Income
{192% Increase over 974,064
Base Year NOI of $324,252\)
Rent Increase Required

I (Fair NOI - Curre:t Year NOI) 5_03’514
Rent Increase Required/Space/Month $260.62
{Rent Increase/(161 spaces x 12 months)

B. Issues in Application of an MNOI Standard in this Case

In this case, there are factual and/or conceptual issues which play a significant role in
determining what rents would be considered to provide a fair return under an MNOI standard.
These 1ssues mclude:

1. The Designation of an Appropriate Base Year,
2. Actual Base Year Rents,

3. Whether Base Period Rents Should be Adjusted Upwards for the Purposes of an MNOI
Determination and, If So, By How Much,

4. The Level of Base Year Operating Expenses.

41 Source: RAA, pp.4-5.
42 See Tables accompanying Oct. 8, 2010 letter from Park Owner’s Attorney (Boyd Hiil, Hart, King, & Coldren)
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(The foregoing factors in tum determine the base year et operating mcome whidh is
indexed for iflation in ovder to determine the fair ret operating mconre in 2009.)

5. The Rate At Which Base Year Net Operating Income Is “Indexed” In Order To Determine
What Rent Yields A Fair Net Operating Income In The Current Year,

These 1ssues are discussed the in the following sections.
1. Designation of an Appropriate Base Year

a. 1979 as a Base Year

The regulations state that

The base year shall be 1979 when the financial information for that year is available.®
{underlining added)

In addition, the regulations state that in instances i which 1979 information is not available the
first year for which a park owner has financial records may be used as a base year..

In the event 1979 financial information is not available and where the loss of such records
can be substantiated by clear and convincing evidence, the landlord of record may
substitute as a base vear the first year following 1979 for which records are available,
(Resolution No. RAC-2, Section 4, underlining added}**

As indicated, in this case, the applicant, who has owned the property since 1974 was unable to
provide data on actual operating expenses and net operating income for the base year (1979) or for
any year from 1976 through 1990 other than 1986. (Operating data for additional years probably
would have provided information on whether the operating expenses and consequently the net
operating income for 1986 was typical or an aberration.)

Since the adoption of Resolution RAC 2 in 1981, the regulations have clearly provided that the
consideration of increases in expenses and income since 1979 base year would provide the basis for
determining what net operating income and rent levels would be fair in the future.* While normally
an enterprise would not maintain expense information for such a long period, it would be reasonable
to expect that a prudent park owner would preserve base year income and expense records when
covered by a regulation that requires such information in order to have the possibility of obtaining
“Just and reasonable return” rent increases based on the governing fair return standard.

Although the Park Owner does not have actual 1979 operaung expense information, he
contends that he has 1979 operating expense information because he has 1986 operating expense
information which can be adjusted by inflation, The Park Owner states:

43 See Resolution No. RAC-2, Sec. 4.

44 In contrast, for example, the rent regulations of the City of Yucaipa state: Where scheduling of rental increasss, or
other calculations, require projections of income and expenses because actual data is not available, it shall be
presumed that operating expenses and management expenses, exclusive of property taxes, increase at the rate of
the increase in the CPI for the applicable year; and that property taxes increase at two percent (2%) per year.”
Administrative Rules, Sec. 4.0003.F.

45 See Resolution No. RAC-2, Sec. 1.p.3
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The applicant does have operating expense information for 1979, which information it
obtained by adjusting 1986 operating expense information’ to account for inflation
between 1979 and 1986. This method was appropriate given that there was no
significant change in the operation of the Park during the period 1979-1986.%

The outcome of the adoption of the Park owner’s reasoning would be that an applicant would
always be considered as having 1979 expense information when actual information was not available
(if there was no significant change in the operation of the park since 1979), because the operating
cost data from another year could just be adjusted downward to account to offset inflation smce
1979. Under the park owner’s concept of the existence of base year data, the existence or absence of
actual 1979 information is of virtually no practical consequence in determining whether or not 1979
shall be used as the base year,

The foregoing factors provide rationale for the re}ectlon of the use of 1979 as a base year in this
case. At the same time, there are rationale for using 1979 as a base year and for and against the use

‘of 1986 as the base year.

The City has complete information on space rents for 1986 which was provided by the Park
Owners pursuant to the requirements of the RSO. Furthermore, the Park Owner has submitted
information on 1986 operating expenses consisting of the rental income and expense schedule in
Schedule E of his 1986 income tax retumn. Therefore, the use of 1986 as a base year meets the
‘requirement of the regulations that it is a year for which income and operating expense information

1s available.

In light of the fact that 1986 was the first year for which actual operating expense information
was provided, the City directed s appraiser to perform an appraisal of what rents would have
reflected comparable rent conditions in Thousand Oaks if 1986 is used as the base year. However, it
is year in which the comparable rents were the outcome of seven years of a combmation of rent
regulations and a market characterized by shortage conditions and a lack of bargaining power for
mobilehome park residents.

In this case, the outcome of the use of 1986 as a base year could result in providing a much
more favorable result to the Park Owner than the use of 1979 as the base year. The City’s appraiser
projected that base rents based on comparability with rents in other mobilehome parks in Thousand

- Oaks would have been $205 in 1979 and $320 in 1986. The rent increase of 53.6% from 1979 to
1986 is virtually the same as the percentage increase in the CPI during this period. Since MNOI
standards which index base year net operating income by less than 100% of the percentage in the
CPT have been upheld and property tax increases arc limited t0 2% per year, except when a property
is sold, full CPI increases are most likely to be more than adequate to meet the requirements for
constitutional fair return standards (See discussion on pp. 24-31 of this report.)

Furthermore, in this case, the 1979 fair net operating income projected in this analysis is
$248,085 while fair net operating income of $411,186 would be projected if 1986 were used as the
base year. (See tables on pp. 37 and 39).The increase in the fair NOI from 1979 to 1986 would be
66% compared with an increase of 55% in the CPI dunng this period. This increase would be more

46 Letter from Park Owner's Attorney, August 26, 2010, p.2.
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than adequate to provide the fair net operating income that would meet constitutional standards
under an MNOI standard if 1979 is used as the base year.

As noted, the absence of any financial data for 1979 or any other year from 1976 w0 1990, exept
for 1986, was an outcome within the Park Owner’s control. 'The purpose of the regulations is to
provide for 1979, a pre-rent control period, as the base year and, as noted, the 1981 regulations
provided notice that 1979 income and expense mformatlon was required in an application pursuant
to the “Just and Reasonable Return” standard.*” The realization of a benefit from the absence of
actual 1979 data would not be a reasonable outcome. In order to place this discussion in perspective
it should be noted that the Park Owner has never advocated the use of 1986 as a base year in order
to realize such a benefit and, in fact, has vigorously contended that 1979 must be used as the base
year.* Instead, as indicated, the problem with the use of 1979 as a base year has been created by the
Park Owner’s failure to retain income and expense data for that year.

While the methodology of imputing 1979 operating expenses based on 1986 operating expenses
is contrary to the specific terms of the regulations, in this case a use of 1986 as a base year could
undermine the purpose of the regulations to use a pre-rent control base period. This purpose should
not be undercut in a situation in which the failure to provide 1979 information is attributable to the
Park Owner and the Park Owner may benefit (intentionally or unintentionally) from this failure,
Therefore, this report contains MNOI projections with the use of 1979 as a base year and with the
use of 1986 as a base year. In light of the fact actual 1979 data is unavailable, in order to make the
use of a 1979 base year reasonable the best available alternative has to be used. While the mmputation
of base year expenses is not authorized under Thousand Oaks regulations, it is acceptable as a
reasonable method m the admmnistration of MNOI standards in other jurisdictions and it would be
more in keeping with the overall purposes of the ordinance and regulations to insure the provision
of adequate growth in net operating income over the pre-rent control level.”

47 In a 1983 article this author commented: “One shortcoming of the maintenance-of-net-operating-income standard
is that greater increases can be obtained by an underestimate of base period operating expenses and corresponding
overstatement of base period net operating income. Omissions of base period expenses are particularly difficult to
detect. Brookline and Cambridge Rent Board staff members indicated, therefore, that they adjusted base year
operating expenses which were exceptionally fow.” Baar, “Guidelines for Drafting Rent Control Ordinances: Lessons
of a Decade,” 35 Rutgers Law Review 723, 816 n.359 (1983).

In this case, retention of 1979 financial data would not be beneficial to a park owner's position under an MNQI
standard if that data would have resulted in a lower base period net operating income than the use of an altemate
year's data in order to impute 1979 income and expenses.

48 See letter from Park Owner's Attorney (Boyd Hill ,Hart, King, & Coldren), Oct. 8, 2010, pp. 10-12.

49 This context may be contrasted to situations in which a base year following the adoption of rent control has been
prescribed by the regulations and/or is based on a fair return adjustment, which is subject to the adoption of the
ordinance.
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2. Actual Base Year Rents

Irutially, the Park Owner provided a declaration stating that rents were not increased from 1979
through 1983.

...... during the years 1950-1983, we did not seek or obtain from the City automatic
rent increases allowed by the initial versiocn of the City’s rent control ordinance.
Thus, the Thunderbird Oaks rents did not increase from the Base Year of 1979
through 1983.%°

On this basis, the Park Owner projected that 1979 annual base rent for the park was the same
as the 1983 rent - $475,620,”" an amount equal to 246.80/space/month .

Subsequently, the Residents submitted documentation indicatng that a parkwide rent
increase was implemented in 1982 and other information on rents for several park spaces that
indicated that the 1979 rents were substantially lower than the 1983 rents reported by the Park
Owmer.

The documentation included the following:*

1. a notice from Park Owner to “All Residents” that the rent would be increased by 8%
on September 1, 1981.

2. monthly rent checks from one tenant in space (# 102) indicating that the rent n 1979
was $219 (18% below the amount of $270 which was projected as the 1979 rent level for that
space in the Park Owner's application.

3. An escrow statement indicating that the monthly rent for in 1980 for one space was -
$205, (24% below) the rent reported by the Park Owner for 1983 of $270.

4, A rent history for one space indicating that the monthly space rent in 1979 was $190
(20% below) the $238 rent projected by the Park Owner.

While, the 1979 rental income information for the park is limited to rental informaton for a
few spaces submitted by the Residents, it appears that rent levels were kept fairly uniform in the
park and that 1979 rents were about 20% below the rent levels recorded in 1983..

When City staff submitted the Residents’ rent history information to the Park Owner, the Park
QOwmer did not rebut the information or submit any additional informaton to corroborate his
original claim. Instead, the Park Owner’s representative mndicated that the application would be
amended to include a claim that base rents should be adjusted based on a “Vega” claim (e.g. a claim
that base period rents did not reflect market conditions.*

50 RAA, Attachment 3 — "Bruce Hohn Declaration”.

51 RAA, Attachment 2.

52 Submissions attached to email on behalf of residents, submitted on Sept. 27, 2010.

53 See letter from Park Owner's Attorney (Boyd Hill ,Hart, King, & Coldren), Oct. 8, 2010, pp. 2-3.
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3. Whether Base Period Rents Should be Adjusted Upwards for the Purposes of an MNO/
Determination and, If So, By How Much

a. “Vega” Adjustments

i. Conceptual Basis for a “Vega” Adjustment.

After MNOI standards became common under apartment rent control standards in the early
1980s, issues emerged about the weatment of cases in which the base year net operating income was
exceptionally low. In cases where the base year net operating income was exceptionally low, without
a base year adjustment, the MNOI standard would only justify an exceptionally low fair net
operating income for the current year.

However, whether the base year precedes or comes after the introduction of rent regulations,
the base period must provide a fair starting point rather than one involving unusually low rents,

'The issue of a fair base rent for an individual property first came before the courts in a case
Vega v. Gity of West Hollywood.”, with a glaring example of how the MINOI standard could work
in the absence of some adjustment for base year rents to accommodate for special circumstances.
'The facts in that case were exceptional. In that case, an elderly owner of an apartment building had
basically turned over the maintenance of her property to her tenants with the offsetting
accommodation of not raising their rents.

In 1983, the rents for the plintiff’s apartments ranged from $70 to $180 per month. The rents
of several units had not been raised in 15 to 20 years and the tenants had taken over responsibility
for maintaining the property. The 84 year owner and her deceased husband had constructed the
units 40 years earlier.®

In the Vega case, relymg on the State Supreme Court’s opinion in Birkenfeld v. Berkeley (1976),
which addressed the issue of low base rents on a city-wide basis, the Court of Appeal declared that:

Rent ceilings of an indefinite duration would be confiscatory and thus
unconstitutional if no adjustment mechanism existed ... for "situations in which the
base rent cannot reasonably be deemed to reflect general market conditions."
{citing Birkenfeld v. City of Berkeley].” {underlining added)

'The Court held that "a property owner must be permitted, pursuant to the principles discussed
in Birkenfeld v. Gity of Berkeley [cites omitted], to start rent calculations with a base rent similar to
other comparable properties."

Since Vega, park owners with lower than average rents have included claims of a right to bring
their rents up to market levels in rent adjustment petitions, noting the reference in Birkenfeld v. Gity
of Berkeley to “general market conditions.”

54 223 Cal.App.3d.1342; 273 Cal.R.243 (1990).
55 Id., 223 Cal.App.3d. at 1344,

56 1d, 223 Cal.App.3d. at 1349.

57 Id, 273 Cal. App.3d. at 1352.
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Since Vega, the courts have reaffirmed the general principal that special circumstances are
needed to justify a “Vega” adjustment. In Apartment Association of Greater Los Angeles v. Santa
Monica Rent Control Board [AGLA], the Court of Appeal rejected the view that owners had a
general entitlement to adjust below market rents. It ruled that:

Respondents’ position that "Birkenfeld and Vega establish a constitutional
standard of general application to all historically low rent properties without
exception” is not supported by the opinions in those cases, and we hold that there
is no general entitlement to an increase in base date rents predicated on market
conditions.”

In AGLA, the Court distinguished Birkenfeld and Vega from the case before it on the basis that
"in both cases [Birkenfeld and Vega] the entitlement to an increase in the base rent depended on the
existence of circumstances that prevented the base rent from reflecting market conditions."* In
1997, the State Supreme Court stated that: "[When a rent control law establishes a 'base rent' by
reference to rents on a specified date, the law should permit adjustments of that base rent for
those rental units that had artificially low rents at that time."

Subsequently, a Court of Appeal held that a Park Owner was entitled to a base rent adjustment
in a case far less extreme than Vega, in terms of the difference between actual rents and market
rents. {Concord Communities v. City of Concord™) The case involved a mobilehome park owner
who had purchased just prior to the adoption of a rent ordinance from an owner who had not
implemented significant rent increases for years. As a consequence the Park Owner was locked into
the base reflecting the pattem of unusually low rent increases and at the same time incurred
increased property taxes tggered by the purchase of the property.

While the base year under MINOI standard typically precedes the adoption of rent regulations,
constitutional standards for fair retum, as set forth m judicial doctrine, do not require that the base
year must precede the adoption of rent control. {See Los Altos El Granada Investors v, City of
Capitola, upholding the use of a base period eight years after the adoption of the regulation.®

ii. The Park Owner's Claim for a "Vega” Adjustment

As indicated, n this case, the Park Owner'’s orginal application did not include a “Vega” claim,
Instead, after the Residents provided evidence that the base year rental income claim of
$235/space/month provided by the Park Owner was about $35 over the actual base year rents, the
Park Owner submitted 2 “Vega” and indicated that he did not have any evidence to rebut the
resident’s claim.*

In this case, the existence of rationale for a Vega adjustment of 1979 may not be present.

58 24 Cal.App.4th 1730,1737.

59 Id., 24 Cal.App.4th at 1737.

60 91 Cal.App.4th 1407 (2001}

61 139 Cal.App.4th 639, madified by 140 Cal.App.4th 135¢c (2006}

62 The Park Owner’s original claim was reported at the outset as being based on his recollection, rather than actual
records.
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1. In the two California appellate decisions addressing “Vega™ claims, the courts held that a
showing of “unique or extraordinary circumstances” is required, in addition to evidence of rents
that did not reflect market conditions. See Vega v. City of West Hollywood and Concord
Communities_v. City of Concord (prev1ously c1ted) In both of those cases the extraordinary
circumstances involved circumstances i which rents were not raised or only minimally raised for

years preceding the adoption of the rent regulation.

In contrast, in this case, rents were not held down in the years preceding the adoption of the
rent regulations. Instead, over a three year period, from 1976, when the park opened, to 1979, they
increased by 32% (from $150 to $198). It does not appear that any “unique or extraordinary
circumstances” exist m this case.

2. One of the appraisals in this case, the appraisal commissioned by the City, concludes that the
difference between the actual rent levels in 1979 and the levels projected as fair by the City's
appraiser was about $8 or 4% ($198 actual rents versus $205 projected market based rents.) In the
case of the appraisal prepared on behalf of the Park Owner, the difference the actual rent levels and
the rent levels projected to reflect market levels was about 13.5% or $27 ($198 actual rents versus
$225 projected market based rents). The four percent difference between actual base year rents and
market rents projected in the report of the City’s appraiser not substantial compared with normal
variations in a rental market which reflect market conditions and does not appear to be evidence that
base period rents did not reflect market conditions.®

No guideline or standard has ever been developed in regards to what degree of divergence from
market or comparable rent levels in the base year in order to demonstrate that rents do not reflect
market conditions, nor have measures been undertaken of what constitutes a normal divergence
among rents for comparable spaces in a rental market. In the Concord Communities the City's
appraiser testified that 10% to 15% variations are substantial® On the other hand, m the course of
participating in fair return cases, this author has observed that differences in appraisers” opinions
about market level rents standardly vary by more than 10%. The divergence between actual base
rents and market rents has usually been much greater. in the cases involving “Vega claims that this
author 1s aware of.

If a ten or fifteen percent difference between market or comparable rents and actual rents could
be the basis for a “Vega” adjustment, a substantial portion of all park owners would be entitled to
“Vega” adjustments. However, the language of the Court decisions addressing “Vega” claims and
ensuing applications of “Vega” adjustments by rent boards indicates that they are a remedy for
exceptional situations, rather than a mechanism for widespread adjustments of base rents.

b. Adjustments of Base Rent Based on the Rent Commission’s Guidelines

Separate from the possibility of a “Vega” adjustment based on constitutional fair return
concepts, a rent ordinance may provide for a base rent adjustment or some other type of adjustment
based on low rents or situations n which allowable rent increases have not been implemented.

63 This conclusion was orally confirmed by the City’s appraiser.
64 a1 Cal. App. 4" 1407.
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i. Adjustment of 1979 rents without the presence *“Unique or Extraordinary Circumstances”

Thousand Ozks regulations provide that “Adjusted Income for Below Market Rentals is an
amount representing the difference between the actual rent collected and what the landlord
could have collected if the units had been rented at their full market value” without a
requirernent of showing “unique or extraordinary circumstances” (Section 2.05) In Stardust Mobile
Estates, LI.C v, City of San Buenaventura, a Court of Appeal held that a under base rent
adjustment provision virtually identical to Section 2.05, a showing of “unique or extraordinary”
circumstances is not required.® Therefore, if the Commission finds that there was a difference
between actual rent and market rent in the base year, the Park Owner owner may be entitled to a

base rent adjustment pursuant to the regulations, rather than on the “Vega” grounds that the Park
Owner relies on.

ii. “Price Level Adjustment” of 1986 Rents

In addition to authorizing adjustments of base year rents, the regulations authorize base year
“Price Level Adjustments” for individual parks to recover rent increases which were authorized but
note imposed, after the adoption of the regulations. “Adjusted Income for Below Market Rentals is
an armnount representing the difference between the actual rent collected and what the landlord could
have collected i the units had been rented at their full market value. Examples of below market
rents may be umts ...

where the increases permitted by the Rent Stabilization Ordinance or the
Regulations and Guidelines of the Rent Adjustment Commission could have been
made but BIrilawa not been made because of the landlord rental polices and
purposes.”

Add to the Net Operating Income for 1979, all automatic adjustments of 8%, as
permitted by Section VI of the Rent Stabilization Ordinance which the landlord
could hav_e implemented, which shall be known as the Price Level Adjustment.”

Under these provisions, all automatic rent adjustments which could have been implemented shall be
added to the 1979 net operating income in order to determine what net operating income would
provide a fair net operating income in the current year.

If the current year Net Cperating Income is less than the 1979 Net Operating
Income plus the Price Level Adjustment, the landlord is eligible for a rent increase
that will allow the current year Net Operating Income to equal the 1979 Net
Operating Income plus the Price Level Adjustment.™

In this analysis, the “price level adjustment” sections are applied in a different manner than
provided for in their Literal terms. The reasonable nterpretation of the mtent of these terms is to
provide owners with the right to implement rent increases which were permitted in prior years, but
were not implemented at the time they were permitted.

65 147 Cal. App.4th 1170, 1183 (2007)
66 Resolution No. RAC-2, Sec.2.05.
67 Resolution No. RAC-2, Sec. 3.04.
68 Resolution No. RAC-2, Sec. 3.05
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Under the literal terms of the regulation, park owners would be entitled to net operating income
increases, denominated as “price level adjustment” increases equal to the rent increases that they
were permitted but did not implement in prior years. However, this interpretation would require
rent increases that would always exceed the rent increases that were foregone in the past. This result
would occur because under the literal terms of the “price level adjustment” provision, a park owner
would be permitted the combination of a price level adjustment increase equal to the foregone rent
in increase order to allow net operating income to increase by an amount equal to the “Price Level
Adjustment” and an addional amount necessary to cover the operating cost increases. Under this
interpretation park owners would obtain a “bonus” for not implementing rent increases in the year
perrmtted because 10 subsequent years they could raise the rent by an amount equal to the foregone
rent increase plus an addidonal amount o cover operating expense increases.

In this case, complete information on rent increases is limited to the period from 1983 to 1986.
During this period, the Park Owner increased rents by 10.3%, increasing the average rent in the park
from $246.43 1o $273.10. This increase compares with the total of 21% in rent increases authorized
in 1984, 1985, and 1986, In the four other Parks in the City, for which data is available, the rent
increases approximated the full amount of the annual adjustments authorized during this three year
period.

For the preceding three years (1980 to 1983) it appears that average rents increased from about
$198 to $235, an increase of about 18%. The allowable rent increases during this period were 24% (3
x 8%). But as noted, the Park Owner did not provide any base year rent information and the
Residents provided only limited information. Under these circumstances, the margin of error in the
estimate of the difference between actual rent increases between 1980 and 1983 and the maximum
permitted increases may be substantial relative to the six percent difference (18% versus 24%,).

69 Starting in 1983, annual automatic rent increase allowances were no longer compounded. Instead, they were
percentage adjustments to the 1983 allowable rent. See Ordinance No. 838-NS, Sec. IV.M. and Sec. VLA, "Maximum
Base Rent. The highest legal monthly rent which was in effect for the rental unit on July 1, 1983. Any increase
subsequently effected pursuant to Section V1 shall be computed using the maximum base rent.” (Sec. IV.M. “... a
rental unit which at any time after August 1, 1980 has not had a rent increase for a period of twelve {12) consecutive
months or more, the maximum rent or maximum adjusted rent may be increased in an amount not to exceed seven
percent (7%) per annum of the maximum base rent.” (Sec. VL.A.)
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Comparison of Rent Increases in Thousand Oaks Mobilehome Parks

1983 - 1986
Park 1983 Avg. Rent 1986 Avg. Rent Pct Increase
1983-1986

Thunderbird 246.43 273.10 10.8%
Ventu Estates 241.63 292.27 20.9%
Conejo 156.60 193.18 23.4%
Elms 187.23 227.24 21.4%
Ventu Park Villa 203.86 24715 21.2%
Vallecitos not available 341.26

Source of Average Rent Data: Calculations by City Staff based on rent registration reports

If the full amount of the increases authorized between 1983 and 1986 had been implemented the
average rent in 1986 would have been increased to $298. The projections of fair net operating
income, in Table 3 {p. 39 of this report), include projections with a base period net operating income
that incorporates this rent level. No adjustment 15 made for a difference between allowable rent
increases and actual rent increases from 1980 through 1983. If an adjustment were made the 1986
base rent and in turn a 1986 base net operating income would be increased by 6% ($12). In tum the
current fair net operating income level would be increased by approximately $24.

4. The Level of Base Year Operating Expenses (An Adjustment of Base Year Management and
Administration Expense)

'This subsection considers issue related to calculating management and administration expenses
in the base year and the current year. (A subsequent section discusses increases in operating
expenses since the base year.)

The regulations provide that management and administrative expenses “must be calculated
for both the base year and the current year at the same percentage of actual income.” They
also provide that their total cannot exceed 8% of income.™

In this case, the Park Owner has reported that management and administration expenses totaled
$30,878 in 1986 and $167,392 m 2009, an mcrease of 442%, compared to the CPI increase of 99%
during this period. In the Park Owner’s projection of 1979 expenses, the management and
administration expenses totaled $21,152 and, therefore, these expenses increased by 691% from a
1979 base period t 2009, compared with a 192% increase in the CPI during this period. In order to
place these increases in perspective relative to overall rents, the reported increase in management

70 Resoilution No. RAC 2, Sec. 2.11
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and administration expenses from 1986 to 2009 is equal to $70.66/ mobilehome space/month.” In
the rent increase application, the ratios of management and administration expenses to rental
mecome were - 1979 — 4.4%, 1986 — 5.9%, 2009 — 21.9%.

Management and Administration Expenses
Set Forth in Rent Increase Application

Year Mgmt & Adm. Expense Pct. of Gross Rent
1979 21,152 4.4%
1986 30,878 5.9%
2009 167,392 21.9%

Overall operating expenses projected by the applicant for a 1979 base year equaled 23.2% of
rental income ($110,448 /$475,620), an exceptionally low ratio by industry standards.™

To the extent that expense levels are exceptionally low in the base year, the amount of a rent
increase justified by the MNOI standard increases for two reasons. Firstly, the operating expense
increase between the base year and the current year is increased. Second, the base year net operating
income is increased, which in tums lead to a higher projection of what net operating income is
required to provide a fair net operating income in the current year.

If the level of management and services remained constant between a base year and 2009, the
rate of increase in these costs would be expected to be in the range of the rate of increase in the
CPI, rather than the mcrease projected by the applicant, which was about triple the rate of increase
in the CPI

Staff made several inquiries to the park owner about the comparability of management and
administrative expenses in the base year and the current year. The Park Owner indicated that
management expenses increased between the base year and the current year due to a combination of
transfer of the performance of management services from the owners to third parties, more
maintenance due to aging of the park, and increased regulation.

The level of management services changed significantly and dramatically from the
base year to the current year in terms of time, services provided and complexity of
services provided. In the Base Year, the applicant internalized off-site management
expenses, which were relatively minimal. In the current year, increasing regulation,

1 {$167,392 - $30,878)}/ (161 spaces X 12 months)

72 This conclusicn is based on this author’s review of statement’s in industry literature, appraisals, and this author's
review of income and expense statements submitted in rent review cases. The industry literature generally indicates
that operating expensefrental income ratios of 30% to 40% are typical.
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aging infrastructure and the health of the applicant principle require significantly
more costly on-site and external off-site management.

In this analysis, base year management and administration expenses are adjusted so that they are
proportionate in inflation adjusted dollars to the current year management and administration
expenses. Rationale for this adjustment includes the following;

1. The Park Owner has indicated that the performance of management and administration tasks
have been transferred from being performed personally by the owners to being performed by third
parties who were paid. To the extent this has occurred, management and administration costs should
be imputed n the base year, since there was a cost in terms of owner efforts even if 1t was not a cost
for accounting or tax purposes. Otherwise, a transformation of this type, from owner management
to management compensated by the owner, would be seen as a cost increase equal to the current
cost, when it should be seen as a change in how the cost was covered.

2. While the Park Owner claims that management and administration costs are increasing due to
the “aging infrastructure” of the park, he has not provided any information that can be used to
understand the magnitude of this factor and/or, how this factor would tmpact management and
administration costs, as opposed to impacting maintenance costs and expenditures for capital
replacements.

3. The Park Owner claims that “increasing regulation” is increasing park operating costs. Again,
no detail is provided about such costs or their magnitude.

Between 1986 and the current year, rental income increased by 60%, compared to the 96%
increase in the CPL* In this analysis, it is assumed that management and administration costs
increased by the same percentage as the CPI between the base year and the current year, This
assumption is more favorable to the applicant than the assumpuon in the regulations that
management and administration expenses were the same percentage of rental income in the base
year and the current year. It is based on the view that management and administration expenses
would increase at the same rate as the CPI in order to maintain the same level of services, even if
rents went up at a lower rate. The result of this assumption is that n order to calculate base year
management and administration expenses, current year management and administration expenses
are adjusted downward by a greater amount (the CPI difference), rather than the difference in rental
income. As a result, overall base year operating expenses are reduced and consequently base year net
operating income is increased, relative to the outcome that would result from assuming that
management and administration expenses were the same percentage of rental income in the base
year and the current year.

For the purposes of this analysis it is presumed that 1986 management and administration
expenses totaled $84,117,” as opposed to the $30,878 amount claimed by Park Owner and that in

73 Letter from Park Owner's Attormey (Boyd Hill, Hart, King, & Coldren), Aug. 26, 2010 {pp. 2-3)
74 See Appendix A.
75 $167,392 (2009 total) / 1.99 to reflect the 99% increase in the CPI from 1986 to 2009.
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1979 management and administration expenses totaled $57,621, as opposed to $21,152 amount
claimed by the Park Owner.

While this analysis includes an adjustment to provide that increases in management and
administration expenses are tied the percentage mcrease i the CPI, no adjustment i1s made to fimit
 these expenses to 8% of rental income.

In this case, it appears that the use of the 8% ratio might not be the best approach for the
purpose of a comparative analysis between 1986 and 2009. because it appears that management and
administrative expenses might also have included some maintenance expenses as a result of
overlapping functions of the owner in the base year and of employees in the current year. In 1986,
payroll and payroll taxes totaled $27,484, while mamtenance expenses were $41,460. In 2009, salary,
payroll taxes, and a management fee (not present in 1986} expenses totaled $141,658, while
maintenance expenses were $32,664. The huge increase in management expenses and unusual
reduction in maintenance expenses may be attributable to differences in the categorization of these
expenses for accounting purposes. Due to the extensive efforts required to consider other issues in
this case, it was not possible to conduct a detailed analysis of this issue.

In any case, when base year expenses in a category are imputed on the basis of the increase in
the CPI between those dates, when the current expense ratio exceeds 8%, n an MNOI analysis the
“excess” over the 8% level, is largely “offset” by a corresponding upward adjustment in the base
year expense ratio above the 8% level, which in turn reduces the base year net operating income.
Conversely, if base year expenses in a category are reduced to an 8% level, when base year expenses
are a function of the current year expenses, a corresponding reduction in the imputed base year
expenses would lead to a corresponding reduction in the overall calculation of the base year
expenditure level and a corresponding increase in the base year net operating mcome.

In this case, if current management and expense levels are limited to 8% of gross rents they
would be reduced by $98,224. However, in turn, the 1979 base period management and
administration expenses would be reduced by $34,888 and the base period net operating income
would be increased by this amount. When the additional $34,888 in base year net operating income
is indexed by the CPI, if 100% indexing of NOI is provided, this amount approximately offsets the
additional $98,224 in net operating income that is attributed to the current NOL. In the cases of 50%
and 75% indexing the outcomes under the MINOI approach would be $7 1o $15 lower, if current
management and administration expenses were limited to 8%.

5. The Rate At Which Base Year Net Operating Income Is “Indexed” In Order To Determine What
Rent Yields A Fair Net Operating Income In The Current Year,

In this case, the rate at which net operating income is indexed over the base year level has a
substantial impact on the outcome of a mamntenance of net operanng income (MNOI) analysis. The
large impact 1s due to the fact that net operating income constitutes more than half of base period
gross rental income and the substantial length of time and consequently the very large increase in the
CPI between the base year and the current year (An increase of 192% from 1979 to 2009. and an
increase of 99% from 1986 to 2009)

76 $167,392 (2009 total) / 2.96 to reflect the 196% increase in the CPI from 1879 to 2009.
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Commonly, when MNOI standards have been applied, the analysis has been pursuant to a
mobilechome space rent stabilization ordinance which sets forth the percentage of the CPI increase
by which net operating income will be indexed. However, MNOI standards have also been
commonly applied pursuant to ordinances which do not specify what type of fair return standard
will be used and consequently do not set forth any indexing ratio to be used under an MNOI
standard or set forth the principle of preserving net operating income, but do set forth the details of
the standard.

The regulations adopted pursuant to the prior Thousand Oaks ordinance in 1981, which are sull
in effect, provide for the maintenance of net operating income, but do not provide any specification
as to the rate at which net operating income shall be indexed.

Although, the argument that 100% indexing is constitutionally required been raised over and
over in fair return hearings before rent boards and court cases over the past twenty years, this view
has not been adopted by the Courts. While the courts have held that net operating income cannot
be frozen, they also have held that growth in net operating income at 100% of the rate of increase in
the CPI is not required. Instead, the courts have upheld standards which have provided for the
adjustment of net operating income by 40% of the rate of increase in the CPI since the base year.

The following table sets forth indexing ratios set forth in other mobilehome park space rent
stabilization ordinances.
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INDEXING RATIOS

UNDER MAINTENANCE OF NET OPERATING INCOME STANDARDS
IN MOBILEHOME PARK SPACE RENT CONTROL ORDINANCES

City Indexing Ratio
(% of CPI)
Mobilehome Space Rent Control Laws
Calimesa 80%
Concord 60%
Healdsburg 100%
Indio 50%
Lompoc 100%
Milpitas 50%
Morgan Hill 40%
Oceanside 40%
Oxnard 75%
Pacifica 100%
Palm Desert : 50%
Palm Springs 50%
Pleasanton 100%
Riverside County 100%
Rohnert Park 60%
Salinas 75%
San Jose 85%
Santa Paula 75%
Scotts Valley 75%
Ventura 50%
Yucaipa 66% to 80%

The indexing issue has been the subject of discussion m the California appellate court opinions
for over 20 years. In 1984, Fisher v. City of Betkeley, the California Supreme Court ruled that a rent
regulation may not “indefinitely freeze” net operating income.

. although defendants’ ordinance may properly restrict landlords’ profits on their
renta! investments, it may not mdeﬂmteiy freeze the dollar amount of those proflts
without causing confiscatory results.’

While the Court did not consider the issue of what rate of growth in net operating income must
be permitted, it did indicate that rent controls may "reduce” the value of property, without violating
constitutional safeguards.

77 Eisher v. City of Berkeley, 37 Cal.3d. 644, 683 (1984)
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Any price-setting regulation, like-most other police power regulations of property
rights, has the inevitable effect of reducing the value of regulated properties. But it
has long been held that such reduction in property value does not by itself render a
regulation unconstitutional.”

Furthermore, although the Court expressed disapproval of "indefinitely" freezing net operating

income, 1t did not express any disapproval of formulas which permitted less than 100% indexing.

In Oceanside Mobilehome Park Owner’s Ass'n v. City of Oceanside,”® which was decided
before Fisher, and in Baker v. City of Santa Monica,® which was decided two years after Fisher,
California appellate courts upheld fair return standards providing for growth in NOT at 40% of the

rate of increase in the CPL

In Berger v. City of Escondido (2005) the Court of Appeal upheld a Board decision which
provided for indexing net operating income by 40% of the percentage increase in the CPI and
rejected a claim that indexing by 100% of the percentage increase in the CPI was constitutionally

required in order to provide a fair returm.

The Court ruled:

Indexing for Inflation To Protect NOI

It is not our province to specify what standard the Board should use on remand. For
its instruction, however, we address Berger's contention that as a matter of law in an
MNOI analysis, to account for inflation the base year NOIl must be indexed by no less
than 100 percent of the increase in the CPI to avoid unconstitutional confiscation
over time. We are unpersuaded by Berger's position.

Berger relies on City of Berkeley, ....., 27 Cal . App.4th 951, in which the issue was
whether the rent stabilization board abused its discretion by adopting certain
regulations, including a regulation allowing full indexing of rents for inflation to
protect base year NOI, without excluding debt service. (Id. at p. 964.) The court
found the regulation was within the board’s discretion to set rents that provide a fair
return on investment to the landlord. (Id. at p. 968.) The board there presumably
relied on advice from its consultants "that fully indexing for inflation, including the
debt service component, is necessary because the failure to do so will inevitably lead
to the slow erosion of net operating income.” (Id. at p. 975.)

City of Berkeley, however, does not indicate that indexing at the 100 percent level is a
constitutional mandate; that question was not before the court. The court noted, "we
are not called upon to actually decide whether the Board could have legally decided
to exclude debt service; we need only observe that it acted legally when it decided to
include it." (City of Berkeley, ..., 27 Cal.App.4th at p. 977.) ....

In Yee v. Mobilehome Park Rental Review Bd,, ..., 17 Cal.App.4th at page 1105, this
court rejected the park owners’ argument they were denied substantive due process
because the Ordinance under review here does not require annual increases in rents
equal to changes in the CPl. {See also Carson Mobilehome Park Owners’ Assn. v.
City of Carson, ....,, 35 Cal.3d at p. 195 [CPI increase "might not be warranted for a

78 1d., 37 Cal.3d. at 686.
79 157 Cal. App. 3d. 887 (1984}

80 181 Cal.App.3d. 972 (1986)
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particular mobilechome park if there has been a decrease in maintenance
expenditures or a reduction in services provided to the tenant"].)

Here, the City's consultant, Dr. Baar, advised that 100 percent indexing is not
required for the Park to achieve a fair return. A mobilehome park's operating
expenses do not necessarily increase from year to year at the rate of inflation, and
indeed, during the relevant time here the CPI increased 14.55 percent, but Berger's
operating expenses increased only 9.4 percent. On appeal, Berger concedes that a
"general increase at 100% of CPI . . . would be too much if expenses have increased
at a lower rate." Moreover, as Dr. Baar explained in his report, the use of indexing
ratios may satisfy the fair return criterion because park owners typically derive a
return on their investment not only from income the park produces, but also from an
increase in the property's value or equity over time. In other words, investors are
motivated to acquire, retain and maintain mobilehome parks both for the yearly
income and for appreciation in real estate.10

The Board will reconsider the issue at the new hearing, in light of the fair return
standard. It is not, however, required as a matter of law to use 100 percent indexing
of NOI in an MNOI approach.”

Subsequently, another Court of Appeal handed down a similar ruling, upholding a standard

which provided for indexing by 50% of the percentage increase in the CPI. In Stardust v. Ventura,
the court stated:

Stardust argues that the trial court erred in upholding the Rent Board's decision to
use the preferred MNOI method. We disagree.

The Guidelines presume that the NOI (gross income minus operating expenses)
received in the 1980 base year provided the park owner with a just and reasonable
return above the required minimum on his property, unless there is clear and
convincing evidence to the contrary. (Guidelines, §§ 1.03, 3.01.) The Guidelines are
structured to permit continuation of a just and reasonable return on the owner's
property above the required minimum by evaluating a discretionary rent increase
request by the "preferred” MNOI method formula. The MNOI method permits an
application for a discretionary rent increase to adjust the base year NOI by 50
percent of the increase in the CPI from the base year to the comparison year, the
latest calendar year or the latest fiscal year used by the applicant for accounting
purposes. Under the MNOI method, an applicant is entitled to a rent increase in the
amount by which the sum of the applicant’'s base year NOI and the price level
adjustment exceeds the applicant’s comparison year NOIl. A park owner may
request a method other than the preferred method. However, unless clear and
convincing evidence is presented by the park owner that another method is more
appropriate, the Rent Board will use the preferred method. (Guidelines, §.1.05.)

The standards established by this method are similar to those approved in several
cases. For example, in Oceanside Mobilehome Park Owners’ Assn. v. City of
Oceanside {(1984) 157 Cal.App.3d B87, 903, and Rainbow Disposal Co. v. Escondido
Mobilehome Rent Review Bd. (1998) 64 Cal.App.4th 1159, 1172, the courts approved
40 percent indexing. More recently, in H.N. & Frances C. Berger Foundation v. City
of Escondido {2005) 127 Cal.App.4th 1, 15 {Berger)}, the court held that an MNOI
approach does not require 100 percent indexing. Stardust correctly notes that in
Fisher v. City of Berkeley (1984) 37 Cal.3d 644, 683, the court stated that the rental

81 H.N. & Francis Berger Foundation v. City of Escondido, 127 Cal. App.4th. 1, 15 (Jan. 2005)
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board was required to inérease rents to account for inflation. Fisher did not,
however, disapprove an index for inflation at less than 100 percent of the CPI
percentage increase.

Stardust also argues that the Rent Board improperly relied upon Baar's leveraging
argument to support adjusting its MNOI at less than 100 percent of the CPI because
Stardust owns the Park "free and clear.” We disagree. The Berger court rejected an
equivalent argument recently, stating, "For purposes of determining a fair return,
however, a rent control board may impute an investment to a landlord who acquires
a park by gift or inheritance, for instance by using the transferor's investment with
any necessary adjustments. [Citation.] [Park owner] has given no convincing
rationale for treating leveraged owners differently from owners privileged to acquire
property without incurring any debt.” {Berger, supra, 127 Cal.App.4th at p. 15, fn.
10.)

There is no general constitutional entitlement to an increase in base date rents
predicated on market conditions. (Apartment Assn. of Greater L.A. v. Santa Monica
Rent Control Bd. (1994) 24 Cal.App.4th 1730, 1737.) "Setting rent ceilings is
essentially a legislative task, and agencies, not courts, choose which administrative
formula to apply.” (Galland, supra, 24 Cal.4th at p. 1022, italics added, citing
Kavanau v. Santa Monica Rent Review Bd. (1997) 16 Cal.4th 761, 784 (Kavanau).})
Substantial evidence supports the Rent Board's decision to use 50 percent of the
CPl increase in adjusting the rent and its conclusion that Stardust failed to present
clear and convincing evidence why its modified MNOI {100 percent CPl) method was
more appropriate than the preferred method.?

Apart from judicial precedent clearly holding that 100% indexing is not constitutionally
required, it should be noted 100% indexing would clearly “override” the annual rent increase
limitation in the Thousand Oak’s ordinance of 75% of the percentage increase n the CPL. Assuming
that operating expenses increase at the same rate as the CPI, it would be very likely that park owners
would repeatedly need to file “just and reasonable” return applications i order maintain growth in
net operating income at 100% of the percentage increase in the CPI.

Rationale for “indexing at less than 100% of the rate of increase in the CPI”

This section discusses the rationale for indexing NOI at less than 100% of the rate of increase
in the CPL

In the typical situation of leveraged ownership of real estate an nvestment may be very
profitable although net operating income increases by less than the full rate of increase in the CPL
Due to leveraging, growth in equity may far exceed the rate of mcrease m NOL

In order to simply explan the foregomng phenomenon the case of a simple house purchase may
be used. If a person purchases a house for $100,000 financed with an $80,000 loan and $20,000 cash
(original equity), and if the house value increases by 20%, up to $120,000, the homeowner’s equity
will double from $20,000 to $40,000 (the difference between the new value and the purchase loan),
although the value has mcreased by only a fraction of this amount.

82 147 Cal. App. 4th 1170 1181-1182 (2007)
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The following hypothetical is designed to illustrate the impact of indexing at 75% of the rate of
increase in the CPI on a park owner’s equity in a case in which the owner has financed 70% of the
purchase cost. The NOI and, therefore, the value of the park increases at 75% of the rate of
increase i the CPI. However, because 70% of the purchase is financed with a mortgage, the
investor’s equity increases by a much greater rate than the CPL (An 83% increase in equity
compared to a 50% increase in the CPL)

Impact of 50% Indexing on Growth in Investor’s Equity

Loan to Purchase Price Ratio 70%

Base Year  Current Year Pct. Increase
CPI 100 150 50%
NOI _ 420,000 525,000 25%
Property 6,000,000 7,500,000 25%
(purchase price) ,
Mortgage 4,200,000 4,200,000 0%
Equity 1,800,000 3,300,000 83%

{property value-mortgage}

* In this hypothetical the value is computed by dividing the net operating income by a capitalization rate of
7%. Use of a different capitalization rate would not significantly impact the rate of increase in equity.

In this particular case, the long-term Park Owner may (or may not) have very little or no mortgage
debt. If the park is owned free and clear, the growth in the return on the cash investment as well as the rate
of growth mn cash flow would be below the rate of growth in the CPI if less than 100% indexing 1s used.

However, the individual financing arrangements of a park owner should not impact the outcome of
the issue of the appropriate rate of indexing of net operating income. Indexing is based on a theory about
what is reasonable considering the overall conduct of the mobilehome park ownership industry and that
the rate of growth in net operating income should be equal for all park owners and should not be
dependent on the financing arrangements of the individual park owner. If the rate of indexing was ted to
the cash and financed portions of investments in parks, the rate could be manipulated. Furthermore, the
Courts have held that differences in allowable rents based on differences in financing arrangements have
o ratonal basis.®

83 See_Palomar Mobitehome Park Ass’n Mobile Home Rent Review Comm’n, 16 Cal.App.4th. 481, 488 (1993} and
Waestwinds Mobilehome Park v. Mobitehome Park Rental Review Bd. [Escondido], 30 Cal.App.4th 84,94 (1994)
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While this discussion sets forth rationale for indexing at less than 100% of the rate of increase in the
CPI, it also should be noted that there are rationale for 100% indexing principally based on the view that
profits should be permitted to grow at the same rate as the CPI increases and that such growth in net
operating income would not result in excessive rent increases.

The “Risk Free” Nature of Investments in Mobilehome Parks in Metropolitan Areas

A note about the unusual nature of mobilehome park investments provides some perspective
on mobilehome park space rent restnctions and fair return standards. It is cntical to understand that
after a mobilehome park in an urban area has been constructed and occupied with mobilehomes,
there is virtwally no rental nisk. As a pracucal matter, mobilehomes cannot be moved within urban
areas. Instead, they are sold in place. Furthermore, as a result of zoning regulations and changes in
the economics of housing over the past two decades, the supply of mobilehome park spaces is
virtually frozen. '

In 2001, the California Supreme Court explamed:

BACKGROUND: THE MOBILEHOME OWNER / MOBILEHOME PARK OWNER
RELATIONSHIP

This case concerns the application of a mobilehome rent control ordinance, and
some background on the unique situation of the mobilehome owner in his or her
relationship to the mobilehome park owner may be useful. "The term 'mobile home’
is somewhat misleading. Mobile homes are largely immobile as a practical matter,
because the cost of moving one is often a significant fraction of the value of the
mobile home itself. They are generally placed permanently in parks; once in place,
only about 1 in every 100 mobile homes is ever moved. [Citation.} A mobile home
owner typically rents a plot of land, called a 'pad,’ from the owner of a mobile home
park. The park owner provides private roads within the park, common facilities
such as washing machines or a swimming pool, and often utilities. The mobile
home owner often invests in site-specific improvements such as a driveway, steps,
walkways, porches, or landscaping. When the mobile home owner wishes to move,
the mobile home is usually sold in place, and the purchaser continues to rent the
pad on which the mobile home is located." (Yee v. Escondido (1992) 503 U.5. 519,
523, 112 S.Ct. 1522, 118 L.Ed.2d 153.) Thus, unlike the usual tenant, the
mobilehome owner generally makes a substantial investment in the home and its
appurtenances-—typically a greater investment in his or her space than the
mobilehome park owner. [cite omitted] The immobility of the mobilehome, the
investment of the mobilehome owner, and restriction on mobilehome spaces, has
sometimes led to what has been perceived as an economic imbalance of power in
favor of mobilehome park owners.

It has been repeatedly noted in court opinions and academic reviews that the captive nature of
mobilehome park tenancies, reduces the rental nsk factor. For example, in one case the Flonda
Supreme Court commented:

84 Galland v. Clovis, 24 Cal.4th. 1003, 1008-1010 {2001)
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Where a rent increase by a park owner is a unilateral act, imposed across the
board on all tenants and imposed after the initial rental agreement has been
entered into, park residents have little choice but to accept the increase. They
must accept it or, in many cases, sell their homes or undertake the considerable
expense and burden of uprooting and moving. The "absence of meaningful
choice” for these residents, who find the rent increased after their mobile homes
have become affixed to the land, serves to meet the class action requirement of
procedural unconscionability.*

In 1988, a nationally prominent real estate newsletter explained that:

With today's parks having virtually no vacancies and tenants with limited options
you get a base cash flow that is as predictable as the first of the month.®

In 1994, a federal district court in California stated:

Mobile homes, despite their name, are not really mobile. Once placed in a park, few
are moved. This is principally due to the cost of moving a coach which is often
equal to or greater than the value of the coach itself. Also, many mobile home
parks will not accept older coaches so that after a time, the coach may be rendered
effectively immobile... the park owner, absent regulation, theoretically has the
power to exact a premium from the tenant who, as a practical matter, cannot move
the coach.”

In regard to the supply of mobilehome park spaces and the curbs on competition, one of the
largest mobilehome park ownership entities in the U.S. explained:

These are one-of-a-kind properties, much sought after by residents and investors.
Only a finite humber of quality, investment grade site-set housing communities
exist across the country. Significant barriers to entry and strict zoning laws make it
extremely difficult to develoy new communities, making Equity Lifestyle’s
Properties even more valuable.”®

Mobilehome parks are a particularly safe investment, especially in light of the economic trends
of the past few years which have been marked by drastic declines in real estate values, failures of
mortgage companies, and the need to bail out banks,. While demand is weakening in other parts of
the economy, continued demand for mobilehome park spaces is secured by the value of immovable
of mobilehomes, which nsure continued payment of the space rents and of the ability of park
OwIlers to continue to Increase rents.

85 Lanca Homeowners, Inc. v. Lantana Cascade of Paim Beach, Ltd., 541 So. 2d 1121, 1124 (Fla.), cert. denied, 493
U.S. 964 (1989)

86 “Mobile Home Parks: A Profitable Niche for Partnerships”, 11 Real Estate Outlook {No. 3) (1988, Warren, Gorham,
and Lamont).

87 Adamsen Companies v. City of Malibu, 854 F.Supp. 1476,1481 {1994, U.S.D.C. Central Dist. Cal.}. Also see Baar,
"The Right to Sell the 'Im'mobile Manufactured Home in Its Rent Controlled Space in the 'Im'mobile Home Park: Valid
Regulation or Unconstitutional Taking?*, Urban Lawyer, Vol. 24, 107-171 (Winter 1992, American Bar Ass'n)

88 www.mhchomes.com/DBMHC/MHCMain.nsfivwPages/AboutMHC CompetitiveAd... (9/27/2007)
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C. Calculation of Rent Adjustment Pursuant to Maintenance of Net Operating Income
Analysis

The following discussion includes the steps undertaken in order to calculate a rent adjustment
pursuant to the MNOI standard. Calculations are made for altemate base years, with alternate
calculations of base year operating adjustments and alternate rates of indexing of net operating
income.

1. Increases in Operating Expenses since Base Year

In a prior section management and administration expenses were discussed for the purpose of
establishing a reasonable expense projection for these expenses in the base year. A portion of the
justfication for a rent increase under the MNOI standard is based on operating cost increases
between the base year and the current yearIn this section, the overall increases in operating
expenses between the base year and the current year are discussed. Apart from issues related to the
exceptional increases in management and administration expenses the possible issues related to
increases in operating expenses from the base year to the current year do not have a substantial
impact on the outcome of an MINOI analysis.

a. Properiy Taxes

Property taxes imcreased from $26,038 i 1986 to $43,475 in 2009, an increase of
$9.17/mobilehome space/month.*

b. Gas and Electricity Expenses

Gas and electricity services are submetered. Gas and electricity income, utility company charges
for gas and electricity, and the costs of mamtaining the gas and electricity submetered systems is

excluded.

¢. Other Utility Expenses Passed Through to the Residents

As indicated, rash and sewer expenses are passed through to the residents.

d. Common Area Ulilities

The Park Owner reported $2,576 for common area gas and $10,672 for common area
electricity. (This amount is the equivalent of $6.86/mobilehome space/ month).

e. Management and Administration

As discussed on pp.21-24 of this report, base year management and administration expenses
were adjusted. The increase in management and admmistration expenses from 1986 to 2009 is
$83,275 or $43.37/ mobilehome park space/month.

89 ($43,375- 526,038/ {161 spaces x 12 months)
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f. Overall Increases in Operating Expenses

Taking into account the adjustments set forth in this analysis, the operating expense total in
2009 is $329,200 compared to $207,054 in 1986 (the base year). The increase is $122,146 or
$63.62/ space/ month above the 1986 total for operating expenses.

The following table sets forth the operating expenses claimed by the Park Owner in 1979, 1986,
and 2009 and the projections of these amounts that atre used in this analysis. The amounts that were
adjusted by this author are marked with a bold outline around the data cell.
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(TABLE 1)

1979, 1986, and 2009 Operating Expenses

{Adjustments to Park Owner's Expense Amounts are marked with bold outline}

1979 1986 2009

Operating Expenses application I adjusted application 1 adjusted application | adjusted
Management and Administration 21152 57621 (a} 30878 84117 {a) 167352 167392
Landlord Services Adj
Operating Expenses
Supplies l 2027 2027 2959 2959 2381 2381
Heating oll utilities 13660 13660 19942 19942
Electric & gas cornmorn areas 10672 10672
Water/Sewer within all utilities total 88399 43007
Gas | 2576 2576
Bldg. Services
Other (itemize) Rubbish 8303 8303 12121 12121 46475 10261
Maintenance Expenses
Security [
Ground Maintenance
Maintenance & Repairs 28400 28400 414