PART |

BASIC INFORMATION ABOUT RENTAL
PARK CONVERSIONS TO RESIDENT OWNERSHIP

Part I describes a park donversion, the jurisdiction of the DepartmentT
of Real Estate and, generally, the arrangements fuiitable for owningT
and managing a mobilehome park after conversion.T

What is a park conversion?

In this booklet, the term conversion refers to the various aspects 8f aP
mobilehome park purchase by the residents. Conversion can involveP
transformation Bf a park to a type Bf common interest developmentP
where residents dbtain title to, &r some right &f exclusive use &f, theirP
mobilehome spaces.P

What is a common interest development?

In a common interest development, an individual Bwns Br leases aP
separate lot, unit Br interest together with an undivided interest BrP
membership interest in the common area. The common area is usuallyP
governed and maintained by a homeowners’ association Bf whichP
each individual owner is a member. If a mobilehome park is sold orP
leased with the intention ®f creating separate interests for the residents,P
a Bommon Pnterest Hevelopment Rvill Pesult. Bee Part PV Por BP
discussion Bf common interest developments.P

What is the role of the Department of Real Estate?

The Department &f Real Estate (DRE) regulates California real estateP
brokers and salespeople and the marketing and sale Bf subdividedP
real Property Pn Kalifornia. Basically, PRE’s Bssuance Bf B PinalP
subdivision public report must precede the Bffering for sale or leaseP
of lots Br interests in a subdivision Bf five Br more lots Br interests.P
(Although the subdivider can advertise and accept refundable depositsP
for reservations pursuant to a preliminary subdivision public report.)P

If a representation is made to residents that they will receive a lot 8rP
other separate real property interest in their mobilehome park as partP
of their participation in a park purchase program, a subdivision willP
be created.P



What is a public report and what is its purpose?

A public report is a document which discloses to prospective
purchasers significant aspects of asubdivision offering. Before DRE
issues a public report, the subdivider must meet certain standards to
safeguard buyers purchase money, complete on-site and off-site
improvements and, for a common interest development, produce
governing instrumentswhich address specific features of the project’s
operation and management.

Disclosures Regarding Tentative Prices

Prior to filing a notice ®f intention (to sell &r lease subdivided lands),P
the subdivider &f a mobilehome park that is proposed to be convertedP
to Pesident Bwnership Paust, By Bvritten Rotice, Hisclose Po PheP
homeowners Bnd Pesidents Bf Phe Park Phe Pentative Price Bf PheP
subdivided interest proposed to be sold or leased.P

The notice must indicate that the price is not binding and may change,P
without any liability & the part &f the subdivider, due to unanticipatedP
expenses: Bonditions Pmposed Por Bpproval Bf Phe Bonversion,P
increased financing costs, etc.P

The subdivider must Bbtain a preliminary public report from DREP
before distributing the tentative price disclosure notice.P

Nonprofit Corporation’s Exemption

Business and Professions Code Section 11010.8 exempts from theP
notice &f intention/public report requirement a nonprofit corporation’sP
purchase of a mobilehome park, provided:P

1.P The nonprofit corporation 8btains a permit from the DepartmentP
of Corporations.P

2.P All shareholders 8f the nonprofit corporation are residents &f theP
mobilehome park.P

3.P A majority &f the shareholders constitute a majority &f the personsP
who own mobilehomes within the park.P

4.P A majority Bf the governing body Bf the nonprofit corporationP
own mobilehomes within the park.P

5.P All Punds Bf Phobilehome Park Penants Por Purchase Bf PheP
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mobilehome park are deposited in escrow until title to the parkP
passes to the nonprofit corporation.P

Is subdivision of the park a necessary part of conversion?

It is not necessary for park residents to subdivide a mobilehome parkP
in Brder to 8Bwn and assume control 8f it. Indeed, subdividing a parkP
during conversion may result in untimely delays while the subdividerP
satisfies Pocal, Bity Br Bounty Pequirements Bnd Bompletes PheP
information and documentation required to Bbtain a public report.P

Instead, park residents may use a two-step approach to conversion.P
First, Phe Park Ps Purchased Bs B Bingle Property By R PesidentP
organization which, in a majority &f cases, is a nonprofit corporationP
created for this purpose. Participating residents become shareholdersP
or members &f this corporation. Later, the corporation subdivides theP
park, Bbtains a public report, and sells (or leases) the subdividedP
interests to the residents.P

What is the value in creating a nonprofit corporation?

Park residents need a legal entity to purchase their park. A nonprofitP
mutual benefit corporation is well suited to this purpose.P

In general, the nonprofit corporation makes an Bffer 8f participationP
to Phe Pesidents. Residents vho Hecide Po Participate BecomeP
shareholders Br members in the corporation. As residents purchaseP
shares Br memberships in the corporation, cash is accumulated forP
the downpayment required to purchase the park. The Bfficers of theP
corporation, Blected By Phe Paembers Bnd Bcting Bn Pheir Behalf,P
negotiate with the seller to purchase the park and solve problemsP
relating to conversion. After conversion, the corporation may manageP
the park.P

Legal Advice

Inasmuch as memberships in a nonprofit corporation are subject toP
the requirements Bf the Corporations Code, competent legal adviceP
should Be Bought Prior Po Pormation Bf R Borporation. Rinless BnP
exemption is available, a permit from the Department & CorporationsP
(DOC) Ps Benerally B Recessary Prerequisite Po Pssuance BfP
memberships in a nonprofit corporation. It is also recommended thatP

3



incorporation Bf Phe Pesidents’ Prganization Pe Randled By PegalP
professionals. A standard corporation Br a general Br limitedP
partnership Bre Rlternatives Po B Bonprofit Borporation. BeforeP
committing to any type of organizational form, the residents shouldP
explore the advantages and disadvantages and Bbtain legal advice.P

Exemption from DOC and DRE Jurisdiction

In Brder to preserve the stock Bf affordable housing, governmentP
financing Bnd Bubsidies Bre Bometimes Rsed Pn Bonjunction RvithP
conventional financing to purchase a park with few amenities andP
generally Pow-income Pesidents. ®wnership Bf Phe Park bs By BP
nonprofit Borporation Rvhich Pypically Boes Rot Pssue Btock BrP
memberships. The residents’ Brganization should contact the DOCP
and PRE Po Hetermine Pf Phis Brrangement Ps Bxempt Prom PheP
jurisdiction Bf either Br both Bf those agencies.P
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