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S-3567.1

SENATE BI LL 6164

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Senators Prentice and Goi ngs

Read first tinme 01/12/98. Referred to Conmmittee on Financial
I nstitutions, |nsurance & Housi ng.

AN ACT Relating to nobile home park rent justification; adding a
new chapter to Title 59 RCW and prescribing penalties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that nobile hone
owners have a substantial investnent in their residences and
appurtenances for which space is rented or | eased. Alternate sites for
rel ocation of nobile honmes are difficult to find due to the shortage of
vacant spaces and the restrictions of age, size, or style of nobile
homes permtted in many parks. Likew se, the cost of noving a nobile
home is substantial and the risk of damage when noving is significant.
These conditions result in the creation of a captive market of nobile
home owners and tenants. This captivity contributes to an i nbal ance in
the bargaining relationship between park owners and nobile honme park
tenants in favor of the park owners.

(2) The legislature also finds that because nobile hones are often
occupi ed by senior citizens, persons on fixed inconmes, and persons of
low or noderate incones, rent increases affect these persons wth
particul ar harshness. Continual space rent increases in nobile hone
parks threaten to dimnish the value of the investnent of nobile hone
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owners. Further, existing state |l awpermts nobil e home park owners to
require nobile home owners to nmake nodifications to their hones for a
variety of reasons that constitute capital inprovenents which would
accrue to the benefit of the park owner by increasing the market val ue
of the nobile hone park itself. Addi tionally, many honmeowners nake
vol untary i nprovenents to their hones and spaces that are pernmanent and
affi xed to the space. These inprovenents inure to the benefit of the
par k owner and becone the property of the park owner when t he honeowner
| eaves. Further, in many instances rents in nobile hone parks have
been raised to such a level that nobile home owners are unable to find
purchasers for their honmes thereby making them captives in the park,
facing the total loss of equity in their honmes if they |eave.

(3) Therefore, the legislature intends to facilitate and encourage
fair bargai ni ng between nobil e hone owners and nobi |l e hone park owners
in order to achieve nutually satisfactory agreenents regardi ng space
rents in nobile home parks. Absent such agreenents, the |egislature
further intends to protect the owners and residents of nobile hones
fromunr easonabl e space rent i ncreases whil e sinultaneously recogni zi ng
and providing for the need of park owners to receive a just and
reasonabl e return on their property.

NEW SECTI ON. Sec. 2. The definitions in this section apply
t hroughout this chapter unl ess the context clearly requires otherw se.

(1) "Base year" or "base year rent" neans the anounts determ ned
under section 8 of this act.

(2) "Board" neans the nobile home park rental review board
established by the departnent of community, trade, and economc
devel opnent .

(3) "Consuner price index" neans the index known as the consuner
price index for all urban wage consuners applicable to the pertinent
geographical or political area of the state of WAshi ngton as published
by the United States departnent of |abor, bureau of |abor statistics.

(4) "Departnent" nmeans the departnment of conmmunity, trade, and
econom ¢ devel opnent .

(5) "Director"” nmeans the director of the departnent of comunity,
trade, and econom c devel opnent.

(6) "Mobile home" nmeans a structure designed for human habitation
and for being noved on a street or highway, but does not include a
recreational vehicle.
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(7) "Mobile home owner” or "resident" means any person who owns or
is entitled to occupy a nobil e hone.

(8) "Mobile hone park™ neans any parcel of land within the state
where two or nore nobile hone spaces are rented or held out for rent,
to accommodat e nobi |l e honmes used for human habitation

(9) "Mobile hone park owner" or "park owner"” neans the owner,
| essor, operator, or nmanager of a nobile hone park.

(10) "Mobile honme space” neans the site within a nobile hone park
i ntended, designed, or used for the |ocation or accommobdation of a
nmobi | e hone used for human habitation.

(11) "Rental agreenment” neans any witten or oral agreenent or
| ease between the owner of a nobile honme park and a tenant for the use
or occupancy of a nobile honme park space which agreenent contains the
terms and conditions of the tenancy for that space.

(12) "Rent increase" or "rental increase" neans any additiona
consi deration demanded froma tenant for a nobile hone space. A rental
i ncrease includes any reduction in the nobile home park’s anenities,
facilities, services, or utilities previously available for a tenant’s
use and enjoynent wi thout a comrensurate decrease i n consideration paid
by the tenant.

(13) "Space rent" neans the consi deration denmanded or received for
the use or occupancy of a nobile hone space exclusive of any
consideration paid for the occupancy of the nobile honme itself. The
paynment of space rent shall entitle the tenant to the full use and
enjoynent of all of the nobile honme park’s anenities, facilities,
services, and wutilities which are not individually netered and
separately billed to the tenant.

(14) "Space rent ceiling" nmeans t he anbunt determ ned under section
9 of this act.

(15) "Tenancy" neans the right of a tenant to the use and enj oynent
of a nobile hone park space and the nobile honme park’s anenities
facilities, services, and utilities.

(16) "Tenant"™ neans a person who has a tenancy in a nobile hone
par k.

NEW SECTI ON\. Sec. 3. This chapter applies to each and every
nmobi | e hone or manufactured honme or trailer located in a nobile hone
park within the state except those parks specifically excluded from
coverage by the director.
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NEW SECTION. Sec. 4. This chapter does not apply to any nobile
home park that the director, in his or her discretion, finds is (1)
owned and operated by the residents of the park or (2) is owned and
operated by a nonprofit corporation granted tax-exenpt status by the
internal revenue service. Exclusion fromthis chapter is granted only
upon approval of application for such status nmade to the director by
the residents of the park or their representatives or by the nonprofit
cor poration.

NEW SECTI O\ Sec. 5. (1) Wthin sixty cal endar days after the
effective date of this act, nobile hone park owners shall register al
nmobi | e home parks within the state and all nobile hone spaces within
such parks with the board. This requirenment applies to all nobile hone
par ks and nobil e home spaces.

(2) The registration shall include, but is not limted to, the
followi ng: The nanme, address, and tel ephone nunber of each and every
person or entity possessing an ownership interest in the park and the
nature of the interest; the nunber of nobile honme spaces within the
park; a rent schedule of space rents within the park on January 1,
1998; a schedule of any and all other charges paid by nobile hone
tenants within the park, the anount thereof, and to whom paid; and the
name, address, and tel ephone nunber of the park’s manager, if any. A
park owner shall al so update the registration within thirty days of any
change to the information previously filed for the park. A park owner
shal | al so provide such further information as required by resolution
of the board.

(3) A park owner is not eligible to receive a rent ceiling
adj ust ment under this chapter unless such current registration as my
be required for the nobile hone park is on file, and conplete, with the
board prior to the tine a petition for a rent ceiling adjustnent is
filed.

NEW SECTION. Sec. 6. (1) At the time of any registration, nobile
home park owners shall pay the departnment a registration fee for each
mobil e honme space within the park as may be established by the
depart nent.

(2) The board shall not accept any petition fromany park owner for
a space rent ceiling adjustnent of any kind and no proceedi ng shall be
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schedul ed or proceed and no space rent ceiling adjustnents granted for
any nobile home park if the registration fee is unpaid.

NEW SECTION. Sec. 7. Every nobile honme park owner shall file a
report with the board on an annual basis, on a date determ ned by the
board. The report shall contain all pertinent financial information
related to the operation of the nobile honme park. Mobi | e hone park
annual reports shall be available for review and copying at the place
of business of the board. The board may charge a reasonable fee for
phot ocopyi ng annual reports.

NEW SECTION. Sec. 8. (1) Beginning on the first day of the first
month following the effective date of this act, a nobile hone park
owner shall not charge or collect space rents for any nobile hone
spaces in an anount greater than the space rents in effect on January
1, 1998, except as provided in this chapter. The space rents in effect
on that date, as determ ned under this chapter, shall be known as the
"base rent."

(2) The base rents charged or collected in any nobil e hone park for
the first year followng the date of the space rent ceiling shall be
known as the "base year." Li kewi se, the space rents charged or
collected in any nobil e honme park for that period shall be known as the
"base year rents."”

NEW SECTION. Sec. 9. (1) Any park owner or tenant may petition
t he board for the purpose of determ ning the base rent in effect in any
nmobi | e honme park on January 1, 1998, in any nobil e hone park devel oped
bet ween January 1, 1998, and the effective date of this act, in any
nmobi | e honme park devel oped after the effective date of this act, or in
any nobile home park at such other tinmes as may be necessary to apply
or interpret this chapter.

(2) Commencing after the effective date of this act, a park owner
who has established the base rent for the park by petition to the board
is entitled to one annual adjustnent in the base rent charged for each
nobi | e honme space in a nobile home park equal to thirty percent of the
i ncrease in the consuner price index fromthe date of the establishnment
of the base rent or the nost recent annual adjustnent of the space rent
to the date proposed in the owner’s petition. The adj ust nent nust
contain the park owner’s cal culations supporting the anount of the
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perm ssive annual adjustment. There is a rebuttable presunption that
the base rent, as adjusted if applicable, provides the park owner with
a fair return on the property.

(3) In the event a park owner believes that the perm ssive annual
adjustnment to the space rent ceiling does not result in a just and
reasonabl e return on park property, a park owner may petition the board
for a further adjustnent of the space rent ceiling. The petition nust
contain the amount of and the basis for the requested adjustnment. A
park owner’s petition may seek an adjustnment of the space rent ceiling
that increases the park owner’s net operating inconme for any year
subsequent to the base year by an anmount which, together with the
perm ssive annual adjustnent, will produce a just and reasonabl e return
on park property.

(4) An adjustnent of the base rent in any nobile honme park is not
effective wuntil, at least, twelve nonths from the date of the
establishment of the base rent or the effective date of any prior
adj ust nent t hereof.

NEW SECTI ON. Sec. 10. (1) Any tenant of a nobil e hone space under
this chapter may petition the board to determ ne whet her the base rent
or adjustnents thereof applicable to the tenant’s nobil e hone space are
val id under this chapter. The petition nmust contain the nane, address,
and tel ephone nunber of the tenant or tenants filing the petition and
t he park owner or manager, a statenent of the relief requested, and the
basis of the requested relief. The petition shall be signed by the
tenant submtting it, acconpanied by proof that the petition was
personally served or mailed to the park owner or nanager and by the
paynent of the petition fee established by resolution of the board.

(2) Any park owner of a nobile hone park under this chapter may
petition the board to determ ne whether the base rent or proposed
adj ustnents thereof applicable to any nobile hone space within the
owner’s nobile hone park are valid under this chapter. The petition
must contain the nane, address, and tel ephone nunber of the park owner
filing the petition and the tenants of the nobil e hone park affected by
t he proposed adjustnent, a statenent of the anount of the adjustnent or
other relief requested, and the basis of the requested adjustnent or
relief. The petition shall be signed by the owner submtting it,
acconpani ed by proof that the petition was personally served or mail ed
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to each tenant and by the paynent of the petition fee established by
resol ution of the board.

(3) The board may designate the formof the petition submtted by
any tenant or park owner under this section. The petition may require
information deened necessary by the board in addition to the
information required by this section. Wen so designated by the board,
each tenant and park owner nust submt their respective petitions on
the formand no other formis acceptable. However, a petition may not
be accepted by the board unless it is conplete, signed by the party
submtting it, and acconpani ed by the paynent of the applicable fee.

NEW SECTI ON. Sec. 11. (1) The nobile honme park rental review
board is hereby established. The board shall be conposed of five
menbers. Two nenbers shall be tenants of nobile home parks. Two
menbers shal |l be nobil e home park owners. One nenber shall be a nenber
of the general public. Board nmenbers shall be sel ected by the director
and shall serve for a term of three years. Board nenbers shall not
recei ve conpensation but shall be reinbursed for travel expenses as
provided in RCW43.03. 050 and 43. 03. 060.

(2) The board has the follow ng duties and powers:

(a) Subject to the approval of the departnent, the board may adopt
admnistrative rules to effectuate the purposes and policies of this
chapter and to enable the board to carry out its duties and powers.

(b) The departnent shall appoint a nobile hone rent reviewdirector
who shall adm nister and carry out the purpose and policies of this
chapter. The rent review director shall be an enployee of the
depart nent.

(c) The board through the rent review director shall keep a record
of its proceedi ngs.

(d) The board shall establish registration fees, require each
nmobi | e hone park to be regi stered, designate the formof petitions, and
determ ne the acceptability of petitions filed.

(e) The board shall determne the validity of base rents and
adjustnments thereof of all nobile home spaces within all nobile hone
parks within the state.

NEW_ SECTI ON. Sec. 12. (1) The proceedings of the board are
initiated by the filing and acceptance of a petition pursuant to this
chapter. Thereafter, the board shall establish the date and tine to
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consi der such petitions. Such proceedings shall comence within forty-
five days fromthe filing and acceptance of a petition unless the board
has comenced a proceedi ng on another petition that conflicts with this
period. The board shall mail witten notice of its proceedings to all
parties affected by a petition, at |east fifteen days prior to the date
and tinme so designated. The board may continue proceedings fromtine
to tine.

(2) Each party to a proceeding may be assisted by an attorney or
such other representative designated by the party.

(3) Formal rules of evidence shall not apply but all testinony
shal | be given under oath. The board shall have the power to conpel,
by subpoena, the production of docunents and the attendance of
W tnesses at its hearings.

(4) In the event any party fails to appear at a duly noticed
proceedi ng, the board nmay hear and review such evidence as may be
presented and may make such determ nations and findings as shall be
supported by the evidence presented.

(5) The board shall determne the validity of the space rent
ceiling or adjustnents and nmay grant or deny such other relief

requested by the petitions relating to such proceedi ngs. For this
pur pose, the board shall nake witten findings, based on the evidence
presented, on all issues relevant to the determ nations.

(6) The board shall neet to consider the evidence and argunents of
the parties no |later than ten days after the matter has been submtted
for decision and shall make a final decision wthin a reasonable tine.
An adj ustnent of nobile hone park rents is not allowed w thout a board
deci si on.

(7) The decision of the board nust be supported by the evidence
submtted at the hearing. The petitioning party shall have the burden
of proof in such proceedings.

(8) The proponent of any adjustnent to a base rent shall have the
burden of proof by a preponderance of the evidence.

(9) The determ nations and findi ngs of the board constitute a final
adm nistrative action. Such determ nations and findings shall be
mailed to each party to a proceeding. The decision shall becone
effective upon the date it is nmailed to the parties unless otherw se
st at ed.

SB 6164 p. 8
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NEW SECTI ON. Sec. 13. (1) Net operating inconme shall be gross
i ncone | ess al |l owabl e operati ng expenses.

(2) Goss incone equals the sumof the follow ng:

(a) Goss rents;

(b) Interest from rental deposits, unless directly paid by the
landl ord to the tenants;

(c) Incone derived from any source related to or operated on the
nmobi l e honme park including, but not limted to, laundry facilities,
vendi ng machi nes, anusenent devices, cleaning fees or services, and
garage and parking fees; and

(d) Al other incone or consideration received or receivable for or
in connection with the use or occupancy of nobile hone spaces.

NEW SECTI ON. Sec. 14. (Operating expenses include the foll ow ng:

(1) Real property taxes;

(2) UWility costs;

(3) Managenent fees actually paid if nmanagenment services are
contracted for. If all or a portion of nmanagenent services are
performed by the | andl ord, managenent fees include the reasonabl e val ue
for such services. Managenent fees greater than three percent of gross
incone are presuned to be unreasonable. Such presunption nmay be
rebutt ed;

(4) O her reasonabl e managenent expenses i ncludi ng, but not limted
to, necessary and reasonabl e advertising, accounting, and insurance;

(5) Normal repair and maintenance expenses including, but not
limted to, painting, normal cleaning, fum gation, |andscaping, and
repair of all standard services including electrical and pl unbing;

(6) Omer-perforned |abor is conpensated at the prevailing hourly
rates for the |ocal area upon docunentation of the date, tine, and
nature of the work perforned. Owmner-perfornmed | abor in excess of three
percent of gross incone is not allowed unless the |andlord proves by
cl ear and convincing evidence that such excess expenses resulted in
proportionately greater services for the benefit of the tenants;

(7) License and registration fees required by law to the extent
they are not otherw se paid by tenants; and

(8) The yearly anortized portion of capital expenses including
reasonabl e fi nanci ng costs, conputed i n accordance with any appropriate
life table utilized by the internal revenue service.

p. 9 SB 6164
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NEW SECTI ON. Sec. 15. Operating expenses do not include the
fol | ow ng:

(1) Avoi dabl e, unreasonabl e, or unnecessary expenses;

(2) Mortgage principal and interest paynents;

(3) Lease purchase paynents and rent or |ease paynents to
| andl ord’ s | essor;

(4) Penalties, damages, attorneys’ fees, litigation costs, fines,
fees, or interest assessed or awarded for violation of this or any
other statute, rule, or ordinance;

(5) Attorneys’ fees and ot her costs incurred for proceedi ngs before
the board or in preparation for such proceedi ngs, or in connection wth
any civil actions or proceedings against the board, or a decision
ruling, or order of the board; and

(6) Any expenses for which the | andl ord has been rei nbursed by any
security deposit, i nsurance settlenent, judgnent for damages,
settlenent, or any other nethod.

NEW SECTI O\ Sec. 16. It is presuned that the net operating
i ncone produced by a park owner during the base year provides a fair
return on park property.

NEW SECTION. Sec. 17. The board may determ ne that the base year
net operating incone yielded other than a fair return on park property
i n which case the base rent, as adjusted if applicable, may be adj usted
accordi ngly. In order to make such a determ nation, the board nust
make at | east one of the follow ng findings:

(1) The park owner’s operating and nmai nt enance expenses i n the base
year were unusually high or lowin conparison to other years. |In such
i nstances, adjustnents may be made in cal cul ati ng such expenses so the
base year operating expenses reflect average expenses for the park
property over a reasonable period of time. The board shall consider
the follow ng factors:

(a) Whet her the owner nmade substantial capital inmprovenents during
the previous year which were not reflected in the base rent during the
base year

(b) Whet her substantial repairs were nade due to damage caused by
nat ural disaster or vandalism which nmanagenment has taken appropriate
action to reduce;

SB 6164 p. 10
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(c) Whet her mai ntenance and repair were bel ow accepted standards so
as to cause significant deterioration in the quality of housing
services; or

(d) \Whether other expenses were unreasonably high or |ow
notw t hstandi ng the use of prudent business neasures.

(2) The base rent is disproportionate due to the follow ng factors:

(a) The base rent is substantially higher or lower than in
precedi ng nont hs by reason of prem uns being charged or rebates being
given for reasons unique to particul ar spaces;

(b) The base rent is substantially higher or |ower than at other
times of the year by reason of seasonal demand or seasonal variations
inrent; or

(c) The base rent is exceptionally high or | owdue to other factors
t hat woul d cause the application of the base year net operating incone
toresult in gross inequity to either the owner or tenant.

NEW SECTION. Sec. 18. (1) To determ ne the net operating incone
during the base year, there shall be deducted from the actual or
annual i zed gross incone realized in the base year a sum equal to the
actual operating expenses for the base year.

(2) In the event the owner did not own the subject property during
the base year, the operating expenses for the base year shall be
determined by one of the follow ng nethods, whichever the board
determnes to be nore reliable in the particul ar case:

(a) The previous owner’s actual operating expenses, if such
information is available; or

(b) Actual operating expenses for the first calendar year of
owner ship, discounted to the 1996 cal endar year

(3) To determ ne the net operating incone for any year subsequent
to the base year, there shall be deducted fromthe actual or annuali zed
gross inconme, determ ned by analyzing the nonthly rents in effect at
the tinme of filing of a petition, a sumequal to the actual operating
expenses for the particul ar year.

(4) Wiile the net operating incone formula should operate to
provide a park owner a fair return on park property, the board shal
consider all relevant factors presented in making a determ nation as
set forth in this chapter.

p. 11 SB 6164
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NEW SECTI ON. Sec. 19. (1) Notw thstanding other provisions of
this chapter, a space rent increase is not valid during the tine that
any petition is pending before the board or any proceeding on any
petition is being conducted by the board. Li kew se, a space rent
increase is not valid during the period in which the board s deci sion
for that park is being reviewed by a court of conpetent jurisdiction
except that perm ssi bl e annual adjustnents shall be payabl e during such
judicial review.

(2) A park owner shall not increase space rents under this chapter
if the park owner:

(a) Has failed to conply with this chapter or rul es adopted under
this chapter, including any provisions requiring the paynment of
regi stration fees and registration penalties; or

(b) Has failed to conply substantially wth any applicable state or
| ocal housing, health, or safety |aw

(3) An owner shall not increase space rents unless the notice to
increase space rents contains a statenent in substantially the
followwng form "The undersigned (owner) certifies that this nobile
home space and common areas of the park are not subject to any
uncorrected citation or notices of violation of any state or | ocal
housi ng, health, or safety |laws issued by any governnent official or
agency. "

(4) If an owner fails to conply with this section, the tenant may
refuse to pay the space rent increase, may seek admnistrative or civil
remedi es under this chapter, or may rai se the owner’s nonconpliance as
an affirmati ve defense in any resulting unl awmful detainer action.

NEW SECTION..  Sec. 20. (1) An owner shall not reduce the |level or
ki nd of services provided to tenants as of January 1, 1998, or take any
action in retaliation for the exercise by tenants of any of the rights
granted under this chapter.

(2) If a park owner provides in the rent, w thout separate charge,
utilities or simlar services including, but not limted to, natural
gas, electricity, water, sewer, trash, or cable television, and then
attenpts to charge separately for such services by any neans of
transferring to the tenant the obligation for paynent for such
servi ces, the cost savings shall be given to the tenant by a space rent
reduction equal to the actual reduction of the park owner’s cost of
such transferred utility or simlar service, |ess comobn area usage,

SB 6164 p. 12
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based on the park owner’s actual costs for the twelve-nonth period
prior to any notice to the tenants of such change. Failure to conply
precl udes a park owner fromseeking and receiving any relief under this
chapter unless and until such conpliance occurs.

(3) In determning the cost savings to be given to tenants in the
formof decreased space rent under subsection (2) of this section, the
cost of installation of separate utility nmeters, or other costs,
i ncurred by the owner do not constitute a deduction agai nst such space
rent reduction. However, this does not prohibit the consideration of
those costs as an increased operating expense.

(4) If a service other than a utility or simlar service is reduced
or elimnated or if a wutility or simlar service is reduced or
el imnated wi thout a concomtant decrease in rent, the affected tenants
may file a petition to determne the validity of such action. The
petition nust be filed within one year of the date on which the service
was reduced or elim nated.

NEW SECTI ON. Sec. 21. (1) Any person who demands, accepts, or
retains any paynent in violation of this chapter is liable in a civil
action to the person from whom such paynent is demanded, accepted, or
retained for damages in the sumof three tinmes the amunt by which the
paynment or paynents demanded, accepted, or retained exceed the maxi mum
space rent that could lawfully be denmanded, accepted, or retained
together with reasonabl e attorneys’ fees and costs as determ ned by the
court.

(2) It is unlawful for any owner to adjust any rent in an anount in
excess of that allowed under this chapter or by order of the board. An
owner who willfully and knowi ngly violates this chapter or the orders
of the board is guilty of a m sdeneanor.

(3) The board, the rent review director, the director, and the
tenants and owners may seek relief fromthe appropriate court within
the jurisdiction wthin which the nobile honme park is located to
enforce this chapter or rul es adopted under this chapter or torestrain
or enjoin any violation of this chapter or rules, orders, and deci sions
of the board.

(4) Any waiver or purported waiver by a tenant of rights granted
under this chapter, whether oral or witten, is void as contrary to
public policy.
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NEW SECTI ON.  Sec. 22. An owner or tenant aggrieved by any action
of the board may seek judicial review by appealing to the appropriate
court within the jurisdiction.

NEW SECTI ON. Sec. 23. This chapter shall be liberally construed
to achieve its purposes and to preserve its validity.

NEW SECTI O\ Sec. 24. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTI ON. Sec. 25. Sections 1 through 24 of this act
constitute a new chapter in Title 59 RCW

~-- END ---
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