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Santa Barbara, California
Friday, February 10, 2017
9:00 a. m
--00000- -

ARBI TRATOR:  On the record.

W' re back on the record in the case of In Re:
Nomad Village Mobile Home Park. It is a proceeding
under the Santa Barbara County Mobile Home Rent Contro
Or di nance.

Let's do formal appearances for the record.

Ms. Davis, state your name for the record,
pl ease.

ARBI TRATOR:  And your address, please.

MS. DAVIS: 4326 Calle Real, Space 133, Santa
Barbara, California 93110

ARBI TRATOR:  Thank you very much. N ce to
have you here.

And Ms. Hanrick

MS. HAMRICK:  |'m Ms. Hanrick

ARBI TRATOR:  Ms. Hanrick, state your full name
for the record, and give us your address.

MS. HAMRI CK:  Deborah Hanrick, 1174 Acadia
Place, Ventura, California, 93003.

ARBI TRATOR:  You are an attorney or not?

TRI-COUNTY COURT REPORTERS 805.963.3900
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MS. HAMRICK: No, |I'ma homeowners
representative.

ARBI TRATOR: A homeowners representative.
Thank you very nuch.

For the respondent, please.

MR. BALLANTINE: Yes, good norning, your
Honor. |'mJanes Ballantine representing the respondent
park management of Nomad Village Mbile Home Park, which
consi sts of \aterhouse Managenment Corporation, the
managenent conpany operating the park, and Lazy Landing,
LLC, the park owner.

ARBI TRATOR:  (kay, thank you very much. Nice
to have you here.

Procedural |y, what do we have before we get
back to the cross-examnation of Dr. St. John?

MR. BALLANTINE: Your Honor, 1'd also like to
reintroduce, your Honor, M. Ken \Mterhouse, the
president of the park nmanagenent conpany and park owner.

ARBI TRATOR: Nice to see you again, sSir.

MR. BALLANTINE: In fact, we're not planning
to be calling him

And Dr. St. John, who was here bhefore, is here
as wel |l .

ARBI TRATOR: | wasn't sure if you were going
to be Skyping in today or seeing you in person. N ce to

TRI-COUNTY COURT REPORTERS 805.963.3900

Page 6





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 7

have you back.

MR. BALLANTINE: No, no, our preference was
always to have himlive and in person.

So your Honor, procedurally, I think your
Honor was correct, where we left off was M. Allen was
cross-examning Dr. St. John. Some questions canme up
about his analysis.

Your Honor, in particular, asked that
Dr. St. John take a look at his analysis, in particular
with respect to the application to the ordinance, the
Santa Barbara County Rent Control Ordinance that we are
openi ng under.

He's done sonme further analysis. He's got a
couple of exhibits. | forwarded those exhibits, |
think, to everyone, although we've got hard copies here.

| believe procedurally, because of that break
and that question, the appropriate thing to do would be
to reopen direct examnation so Dr. St. John can talk
about those exhibits and then be cross-exam ned on the
exhibits and then anything el se that the homeowners want
to cross on.

ARBI TRATOR: Pl ease give the exhibits to our
clerk so that | can have them

MR. BALLANTINE:  Sure.

And | sent themto the homeowners, but would

TRI-COUNTY COURT REPORTERS 805.963.3900
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you like a hard copy.

MS. HAMRICK:  No, we're fine

ARBI TRATOR:  You can continue the
cross-examnation and then have redirect based on what
was re-reviewed, but | think for tine efficiency, it
woul d be better to I et himreopen, finish the direct and
then conplete crossing thereafter.

Any problemw th that, M. Hanrick?

MS. HAMRICK: No, no problem The homeowners
are requesting now to speak with M. \terhouse again.

ARBI TRATOR:  Privately?

MS. HAMRICK:  No, on the record. There were
nmore questions after Tony Allen's cross-exam nation of
M. Waterhouse, and Ms. Davis has some questions that
she was hoping to ask as well.

MR. BALLANTINE: M. Hanrick had mentioned
that to me Tuesday. W saw each other. And her
representation was she had a couple of -- the honmeowners
had a couple of questions for M. Waterhouse.

What | said at that time was | thought that
M. Waterhouse was conpleted with his exam nation and
cross-exam nation and had essentially been released as a
witness, so ny position was that we're done. | did
of fer accommodation if they would | et ne know what
questions they had, maybe that was a battle we didn't

TRI-COUNTY COURT REPORTERS 805.963.3900

Page 8





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 9

need to have. | got an e-mail from M. Hanrick
yesterday saying they wanted extensive, several hours of
questioning of M. \Wterhouse which, although | haven't
been told what the topic is, | don't think that's
appropriate. So that's our position.

In any event, we're ready to proceed with
Dr. St. John at this point intine. | think that wll
cover all issues that are relevant to this proceeding,
maybe we can take up the issue of M. Waterhouse at that
point in tinme.

ARBI TRATOR:  Ms. Hanrick?

MS. HAMRICK: It's inperative that everything
is on the record as soon as possibl e because anything
that's not on the record cannot be used as evidence
moving forward, so it's inperative that we get to
cross-examne M. Waterhouse, if possible, today.

ARBI TRATOR:  Procedural |y, the exam nation of
M. Waterhouse was conplete at the last hearing. W'l
deal with that. W're going to begin today with
Dr. St. John and conplete his exam nation and then |l
hear argunment as to why that should be reopened.

MS. HAMRI CK:  Thank you.

ARBI TRATOR:  That's the way | prefer to go.

So with that, | have Exhibit 45 in front of me
and Exhibit 47, is that correct? 46 and 47 -- 45, 46,

TRI-COUNTY COURT REPORTERS 805.963.3900
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47 and 48, and | believe the honmeowners have received
those documents, is that correct?

(Park Oaner's Exhibits 45 - 49

marked for identification.)

W TNESS:  Yes.

MR. BALLANTINE: Yes, we sent those Mnday, |
think, several days ago, at least. Also, your Honor
there's a 49. They are all very short exhibits. [It's
45 through 49, inclusive. Forty-nine should be the |ast
page in the clip there. It's a single --

ARBI TRATOR: | have it.

MR BALLANTINE: And I'll be exam ning
Dr. St. John on these. He prepared all of these
documents, and they are along the lines of what he
prepared before with a little bit of refinement that
we'll tell your Honor about.

ARBI TRATOR:  Wth regard to having
Dr. St. John -- the whole point of continuing, other
than running out of time, was that Dr. St. John was
going to do some further cal cul ations based on sonme
questions that M. Allen had asked him | think
cross-examnation further wthout getting that evidence
on record and in front of me as the arbitrator, should
be done and then cross-exam nation can be conti guous.

Do you have any problemwth that, M'an?

TRI-COUNTY COURT REPORTERS 805.963.3900
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M5. HAMRICK: No, that's fine.

ARBI TRATOR:  Thank you.

You can reopen and take Dr. St. John through
what ever is new and different fromwhen we were | ast
here on the 18th of November.

MR. BALLANTINE: Perfect, thank you very nuch.

ARBI TRATOR:  Dr. St. John, | remnd you you
remai n under oath.

W TNESS:  Yes.

ARBI TRATOR:  You nmy enquire.

M CHAEL ST. JOHN
havi ng been previously sworn, was
exam ned and testified as foll ows:

DI RECT EXAM NATI ON (resuned)
BY MR, BALLANTI NE:

Q Dr. St. John, we're picking up fromlast time
Since last time have you done sone further analysis?

A Yes, | did.

Q Could you give us a little bit of an overview
of what the analysis that you did was and then we'll go
into the specifics.

A.  Right. Followng the hearing in Novenber,
went back and read the ordinance really carefully. As

TRI-COUNTY COURT REPORTERS 805.963.3900
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we said last time, it's alittle different from other
ordinances. | have never seen a fair return nethod
quite like this. [It's analogous to what we call the
MO nethod, but it's not quite the same. So | did
return to the ordinance, read it really carefully and
think 1've got it down now, and | can explainin a
nmoment why | think that.

ARBI TRATOR:  (kay.
BY MR BALLANTI NE:

Q Andtodoalittle bit of overview, you
initially prepared fair return calculations with respect
to the notice of rent increase that's at issue in this
case, correct?

A Yes.

Q  And that notice of rent increase was dated
March 31, 2015; does that sound about right?

A.  Sounds about right.

Q  Wthout going into the details, but just to go
through a couple of time periods to get us all kind of
oriented, I'll represent that notice of rent increase
went out on that day and was effective July 1, 2016

A That's what | recall

Q  Okay, good.

So was it the case, then, that when you
prepared the fair return analysis, you did it in,

TRI-COUNTY COURT REPORTERS 805.963.3900
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essentially, around March of 2015 -- excuse ne, around
March of 20167

A.  February-Mrch 2016.

Q And in order to do the fair return analysis,
one of the nethodol ogies you enpl oyed was conparing two
years, two financial and cal endar years of the park's
operations, correct?

A Yes.
Q  And you used 2010 and 2015?
A Yes.

Q  And 2015 you selected because it was
appropriate because it was the nost recent conplete
year ?

A At that tine, it was the nost recent conplete
year. | mean selecting a base year and conparison year
is entirely standard. It's exactly the way we did it in
the previous case that ended with 2010, and in this case
we begin with 2010 and end with 2015.

Q  And one of the principles for doing this
thing, the conparison, is generally you |look for your
conparison, as your base year, you |ook for, generally,
the nost recent year, correct?

A Yes.

Q  Now, since that tinme, you' ve been able to | ook
at -- well, since that time, 2016 has essentially come

TRI-COUNTY COURT REPORTERS 805.963.3900
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to an end and cl ose, correct?

A Yes.

Q  And since last March, when you did this
anal ysis, did you also | ook at some 2016 information as
wel | ?

A Well, it did. | seened to me it mght be
interesting and useful since we -- since the hearing was
going to be today and the books of record were closed at
the end of 2016 for 2016, we were able to do the
anal ysis using 2016 as a conparison year.

Q Gkay. In all cases, what we're essentially
doing is looking at the fair return analysis to see if
It supports the notice of rent increase and the
cal cul ations supporting the notice of rent increase
which are Exhibit 2, is that correct?

A Yes.

Q Okay. So essentially you |ooked at 2015 and
2016 in the analyses that you have done that you're
going to tell us about today?

A That's right.

Q Okay. Let's look at, then, Exhibit 45.
bel i eve Exhibit 45, that's the analysis related to 2015?

A Yes.

Q Okay. And it's got some -- the first three
pages have some, essentially, incone -- well, the first

TRI-COUNTY COURT REPORTERS 805.963.3900
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page has sonme income analysis, and then the next two --
the rest of page 1 and 2 and 3 have sone expense
anal ysis, correct?

A, Yeah, that's correct.

Q And so tell us about that a little bit. O
et met -- maybe the fastest question is, is this
anal ysis identical or at least extremely simlar to the
anal ysis that you had done that you presented at the
| ast hearing related to 2010 conparing with 2015?

A Yeah, it is simlar toit.

Q GOkay. So since we've been through that but
it's been a few nonths, give us a very abbreviated
summary of what those pages 1 through 3 relative to the
incone and expense anal ysis and conparison of 2010 and
2015 entail and then we'll get to the specifics after
that .

A. Sure. So colums F and G are the books of
record, which are in the record. This is sinply the
I ncone- and- expense statenment prepared by Waterhouse
Managenent for Nomad Village for 2015 and 2010

Q And is the book of record, the document and
the data that you used as a profit-and-loss statement?

A. \ell, profit-and-1oss statenment, yes, backed
up by the general |edger which has all the details.

Q Correct, okay.

TRI-COUNTY COURT REPORTERS 805.963.3900
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A So colums F and G should be identical to
colums F and Gin the original subm ssion.

The only difference -- well, let ne then
nmention colums | and J are what is called the MO
anal ysis, or sometines it's called the fair return
analysis, and this takes alnost all the nunbers and
sinply accepts themas they are in the book of record,
but there are some adjustments, all footnoted.

Q Okay. And | think one of the issues --

ARBI TRATOR:  For the benefit of the record,
give us a definition of the acronym WNO .

WTNESS: Onh, thank you, yes. Maintenance net
of operating income. MO for short. It is one of the
most conmon net hods of adj udicating rent increases used
in California. | believe it probably is the nost
standard method in California, and Santa Barbara County
has what | would call a variant. Santa Barbara County
uses what | would call an expense pass-through nethod,
meani ng that the ordinance says that park owners shoul d
be able to pass through to park residents all expense
I ncreases.

BY MR BALLANTI NE:
Q  And did you essentially do that in your
anal ysi s?
A, Yeah, that's what the analysis does. | nean

TRI-COUNTY COURT REPORTERS 805.963.3900
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this translation that we do between colums F and G and
| and J is to adjust the books of record for things that
shouldn't be included in a fair return analysis.

| mean to take a very sinple case, at lines 20
and 21 there's some tiny anounts of bookkeeping issues.
Ve don't include those, typically.

And then more substantial are, for exanple,
lines 11 and 12, and lines 37, 38, which are the
utilities regulated by the PUC, the Public Utilities
Commi ssion, and it's standard in this type of analysis
to sinply ignore both the inconme and the expense for PUC
registered utilities.

Q Just so we're really clear as to what those
utilities are because | think they can have a broader
definition than the regul ated ones, we're only talking
about gas and electric, correct?

A Correct. So the water and sewer in this case
of this park, the income and expense for water and
sewer, although they are subnetered and charged to the
residents, those are still in the analysis, but the PUC
itens, gas and electric, are not included in the fair
return anal ysis.

Q Al right. And | think one of the things that
you al so corrected fromthe exhibit the last tinme is
there was a msmatch on some of the footnotes that just

TRI-COUNTY COURT REPORTERS 805.963.3900
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got out of sequence, | think, essentially. D d you
correct those?

A | believe the footnotes are now correct.

Q  Gkay. Those pesky footnotes.

And then when we were here before you
presented essentially a document regarding or conparing
2010 and 2015, and then doing an MNO analysis with
those nunbers, correct?

A That's right.

Q kay. And so is the MNO, or the nunbers
simlar to or the same as your prior analysis?

A.  They are alnost the sane, although | did nake
a few adjustments that may differ in small amount, but
inthe main, they are all the sane.

Q Al right. And | think once we get to the
application for the ordinance we'll, maybe, see where
that is.

Since we're on page 1, let me ask -- and | may
have asked you before but it's useful for us to have
this in mnd because this will carry through to the
other analyses, tell us about the -- in the incone, you
made a fairly significant adjustnent as an offset for
2011 anortizations, and explain what that is and what
you did and why you did it.

A. Right. So in 2015 the park was |osing

TRI-COUNTY COURT REPORTERS 805.963.3900
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substantial amounts of income, $113,516.28 to be
precise, which was reinbursing the park for
amortizations fromthe prior case. | nean for capita
i nprovenents and perhaps sone other things fromthe
prior case, which were being paid for gradually, and

these are tenporary space rent increases -- in other
words, they will only endure for the time allotted
for -- I'mtrying to renenber the time periods, but in

any case, we have it on a different chart, but in any
case these anounts will expire, and the reason they have
to be -- the reason for this offset is that if those
amounts are included in incone, it will look in the fair
return anal ysis |ike permanent income, which it isn't,
and if it gets counted as permanent income, then we
won't get the right answer. Basically, we would deprive
the park of those amounts which were authorized fromthe
prior case. So we sinply take themout here so that the
resul ting nunber, which in this case happens to be -- |
need nmy glasses --

Q | take it we can read the resulting number
it's just the rental income mnus the anortization, so
that's the $616, 000 and change?

A Yes, | needed my glasses to read it, but yes,
that's true, $616,512. So that nunmber, in other words,
I's the permanent income that the park is receiving from

TRI-COUNTY COURT REPORTERS 805.963.3900
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residents.

Q And then that goes to the issue that we'll
be -- one of the issues we'll be talking about today,
which is the difference between tenmporary and permanent
rent increases, correct?

A Yes.

Q And would it be fair to say the anortizations
they all relate to tenporary space rent increases?

A That's right.

Q And so in other words, that income will end at
sone point in time, actually probably fairly soon now?

A.  Probably fairly soon now, fromthe prior case

Q Fromthe prior case. From2011?

A That's right.

Q Okay. Would it also be fair to say that a
tenporary -- the purpose of a tenporary rent increase is
to conpensate a park owner for a defined and generally
nonrecurring expense such as a capital inprovenment?

A, That's right. That's exactly right.

Q So for exanple, the park builds a new
cl ubhouse, they're not doing that every year so that
woul d be sonething they are entitled to get reinbursed
for as a tenporary rent increase to pay for that
specific expense?

A. That's right. And if we left those expenses

TRI-COUNTY COURT REPORTERS 805.963.3900
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in your exanmple for building a clubhouse, if we left the
expenses in the analysis, that would really distort the
anal ysis, so we don't.

Q In other words, distort it by suggesting that
that unusual expense is part of an ongoing operating
income and expense picture and which woul d not be
appropriate?

A That's right.

Q Okay. So fair to say that one of the things
you're looking at in your MNO analysis is a conparison
of ongoi ng operating expenses for the park?

A Yes.

Q So if we have sonething that's not -- that
doesn't fall in that category, either on the income or
the expense side as an ongoi ng operating income or
expense, that that would be something you would want to
renove fromyour MNO analysis?

A That's right.

Q Al right. And by the same token, if we are
tal king about a rent increase for homeowners for an
extraordinary or unusual expense, that is handled -- the
met hodol ogy is to handle that through a tenporary space
rent increase?

A That's right.

Q Al right. And we're going to talk about

TRI-COUNTY COURT REPORTERS 805.963.3900

Page 21





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

those tenporary increases here, but | want to talk a
little bit about that nethodol ogy. So anyway, you told
us why you renoved in this case the $113, 000
And let's go on. |Is there anything else you

want to bring to our attention about the MNO analysis
on the first three pages of this Exhibit 45?

A. No, not really. But maybe | should say that,
| ooking at line 87 --

Q  That would be on page 2?

A On page 2, uh-huh

-- you can see that the |egal expense in

2015 -- I'msorry, in 2010 was $51,045, but in the fair
return analysis that has been reduced to $72. Just to
comment, the reason for that is exactly what we said a
noment ago, that the extraordinary expense of $51,000 in
the base year shouldn't be included because it was not a
recurring expense. W don't spend $51,000 in legal fees
in nmost years.

Q  Although now and then we do?

A. Now and then we do.

Q  Probably nore than that, actually. But that
woul d be for unusual situations?

A It would be unusual and not recurring, and
therefore shouldn't be included in the fair return
anal ysis.

TRI-COUNTY COURT REPORTERS 805.963.3900
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Q If you include these unusual expenses -- for
exanpl e, legal fees for a very expensive court case or
arbitration proceeding -- what would be the effect in
the ultimate rent anal ysis?

A. \ell, the inpact in the current year would be
to augment the apparently justified space rent increase
by a |ot.

Q So it would show a very high space rent
I ncrease entitlenent?

A.  Very high space rent entitlenent.

Q So fromthe perspective of a honmeowner who
presumably wants as low a rent increase as they can get,
it's to their advantage to have something |ike that
treated as a tenporary increase rather than a permanent
I ncrease?

A. Right. And | mght just nention a footnote
here, these |unmpy expenditures for capital inprovements
or legal fees or anything of that nature, if they were
to be included, the park owners could then choose the
year of application strategically, and that does not
make good sense and would not result in fair results.
So the practice is to sinply take themout of any year
as far as the fair return analysis, and treat them
separatel y.

Q  Gkay. And when you say treat them separately,
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how so?

A Vell, the other principle, the acconpanying
principle is, although taken out of the fair return
anal ysis, they should not be ignored, and it doesn't
really matter what year the capital -- let's take your
exanpl e of building a clubhouse. Let's say the costs
occurred over two years. It would make nmost sense to
simply sumall the cost, anortize all of it and pass it
on to -- ask residents to pay the anortized anount.

Q As a tenporary rent increase?

A As a tenporary rent increase over the
appropriate tinme period.

Q Soif you take it out of the MNO analysis
and then you don't include -- if you take out what you
call a lunpy expense, an unusually high expense, and you
have indicated the protocol is to take it out of the
MNO anal ysis, correct?

A, Right.

Q Al right. And then if you take it out of
that analysis, then just based on that analysis, the
park owner isn't getting any return on that expenditure,
correct?

A If you take it out and don't treat it
separately, then the park owner wouldn't get any
return --
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Q O any recovery?

A. O any recovery, exactly, either return or
recovery of that expense, and that could be
contradictory to the principles that we follow here.

Q  \Wich are -- what are those principles?

A.  The principals are that park owners -- let me
put it the other way. The principles are that the
residents pay for all expense increases and for all what
we're calling lunpy increases on an anortized basis.

Q So that's why you take it out of the MO
anal ysis for the purposes of a permanent rent increase,
these |unpy expenses, but then you anortize them
separately as a tenporary rent increase?

A That's right.

Q  So, for exanple, you pointed out here, you
t ook out any conparison of |egal fees, general |egal
fees on line 87 here, so you took themout of both --
well in this case, both years, and you have your
footnote 5 reference to that that's handl ed separately,
correct?

A Right. Wen you say both years, actually
there were no legal fees paid in 2015. There were |ega
fees incurred in 2015, but they weren't paid in 2015 and
therefore | didn't have to do an adjustment for 2015
because the books of record didn't include any payments
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for legal fees at that tine.

Q Al right. W'Ill see that in some ot her
years, correct?

A (Oh, yes.

Q  And then would that be a simlar thing if we
go down to line 93, "CQutside Services Consul ting"?

A. Yes. | believe this -- in 2010 this probably
was paid to nmyself, to St. John & Associ ates.

Q  And that would have been related to anal yses
regarding the 2011 rent increase?

A Exactly.

Q  And so the approach for that was to
essential ly seek reinbursement for those costs as a
tenporary rent increase, correct?

A That's right.

Q And in fact, was that awarded in the 2011 rent
I ncrease?

A | believe it was.

Q It was.

A, Yeah, | don't remenber the details at this
noment and | don't have the paperwork in front of me,
but I think it was.

Q  Yeah, okay.

Al'l right, solet's go on to page 3. So
essentially, then, you have a total operating expenses
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fromthe books of record and then as adjusted pursuant
to your MNO analysis, and we can see that here on line
105, correct?

A 105, yes, the total operating -- operating
expenses.

Q  Ckay.

A, And then the income and expenses are
summari zed in lines 108 through 111

Q So tell us about lines 108 through 111
Actual Iy, 107 through 111

A. (Okay. Line 107 is sinply the CPl nunbers as
generated by the Bureau of Labor Statistics.

Q  And what does CPI-W nean?

A It neans CPl wage earners -- | don't recall
It"s CPl-Wor CPI-U, just two different neasures that
the Bureau of Labor Statistics keeps, and it happens to
be true that CPI-Wis specified in the Santa Barbara
County ordi nance.

Q Okay. And that's what | was getting at.
Good. And so that's why you | ooked at that.

Wy is it there? \Wat is the inportance of

that CPl nunber here in this analysis?

A, You know, it doesn't have a purpose in this
location. It has a purpose on the next page.

Q Okay. But it is related to this analysis,
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correct?

A. Right. | was just sunmarizing all the data
here, that's right.

Q Okay. So this is our summary of data that
then becomes inportant in the analysis in 107 to 111
correct?

A That's correct.

Q So we've got the CPl-Wwhich you'll tell us
about, how it fits inin a noment, and then the space
rent incone, that's from above, correct?

A Yes.

Q  And that was where you took out incone that
the park had that was not related to space rent,
correct?

A In 2015, | did that; 2010, | didn't have to

Q Okay. And that included the anmortization?

Vell, you did it in 2010, didn't you, because you woul d

have had other incone, other than space rent?

A. Oh, yes. What | neant when | said we did it
in 2010, | meant we didn't have to do an offset for
anortization because there weren't any in that tinme.

Q Correct.

A.  They had not been awarded yet.

Q Right. So 2011 has the offset for the
amortizations -- excuse me, 2015 has the offset for
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anortizations?

A, Right.

Q 2010, you didn't have to do that, but with
2010 and 2015 you've elimnated any income such as
utility income or other income that is not rent incone,
correct?

A That's right.

Q  And that does becone relevant for a point
rai sed by the homeowners |ast tine?

A Exactly.

Q Sothat's what | wanted to kind of make clear
here.

A.  That's probably why I went back and made the
two categories, the space rent incone per se or the
total income, which includes other things.

Q Okay. So just so we're clear, so space rent
income here is all of the potential rental income of the
park mnus the anortization incone?

A That's right.

Q Okay. And then we can see the total operating
expenses just relate to your MNO nunbers on l[ine 105
above?

A. It should just repeat those |ines above.

Q Okay. And so then if we compare those, we get
a net operating income, correct?
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A That's right.

Q And that is taking the space rent income and
then deducting the operating expenses to get the net
i ncome?

A, Right.

Q Al right. And then you've got a CPl-W sone
CPl-Wcal cul ations below that, is that correct?

A Yes.
Q  What are those?
A Vell, | was just curious as to how the

i ncreases in space rent income and total incone and
operating expenses conpared to the CPI. So line 113

i ndi cates that between 2010 and 2015 the CPl went up by
8.3 percent.

Q  Okay. And then below that we have our --
those are the notes that we've tal ked about, correct,
that we go back through the spreadsheet here and
correl ate those notes?

A, Right.

Q Al right. Well, let's get to what | think is
really the meat of this revised analysis, which is some
clarification as to the application of the Santa Barbara
ordinance to the nunbers of this park.

A Yes.

Q So that's page 4?
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A That's right.

Q kay. And it says -- in fact, you have a
headi ng that says "Rent Increase Fol | ow ng Method Set
Qut In Ordinance Section 11-5."

Did you review section 11A-5 of the O dinance?

A Oh, yes.

Q Carefully?

A Many ti nes.

Q In your professional opinion, as an econom st

who prepares fair return analyses for mobile hone parks
does the nethodol ogy that you have listed here on page 4
track the specifications of the order?

A Yes, it does. | mght just say, having
figured it out, now understanding what the Santa Barbara
ordinance is doing, it actually makes very good sense.

Q Al right, great. GCood to know. So let's go
through and you can explain exactly how it works here.

So let's start with, you have an item No. 1,
it says "CPl Base and Conparison Years." So explain
what that tells us.

A. \ell, line 136 is sinply again a recitation of
what the CPI-Wwas in 2010 and 2015. The next line
does --

Q  And that's what was on the previous page
correct?
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A Correct.

Q Sothis is where it becomes very inportant to
the anal ysi s?

A.  Right, nowit makes a difference.

Q Al right. And those are nunbers -- you
didn't make those up, you just went to the Department of
Labor database and got those numbers?

A That's true. | think somewhere in the record
the CPl spreadsheet that | downl oaded -- | think we have
it among the papers. | cannot recall at this nonent

where, but | believe it's here in the records.

Q | think you're right, and | think I can find
it. But | think the point that | wanted to make sure we
were all clear on was the fact that you obtained those
nunbers fromthe Department of Labor database?

A (Oh, yes.

Q It wasn't anything you cal cul ated or
generated, you just went and got thenf

A That's right.

Q  And again, that is sonething you're a pro
with, essentially, right? You work with CPl nunbers al
the time in preparing these anal yses, correct?

A | do this alot. Every case, generally
speaking, | have to go to the BLS database and find out
for whatever area we were working with, find out what

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

the CPl nunbers are.

Q  So you obtained the correct numbers for this
application?

A. | do believe I did.

Q Al right. So tell us what these nunbers,
then, show as they apply to the ordinance?

A, Line 137 sinply does a percentage cal cul ation
and the CPI nunber itself increased by 8.3 percent
bet ween 2010 and 2015.

Q Okay. And then the next line says 75 percent
CPl increase, and you have that at 6.3 percent, and |
take it that's just a mathematical calculation -- in
other words, 6.3 is 75 percent of 8.3?

A That's right.

Q  And why did you do that calculation?

A \ell, the ordinance specifies that what's
called the "CPl increase" or the "annual increase" that
is allowable in Santa Barbara County shoul d be 75
percent of the CPl. So for each space each year it's
permssible to take a CPl increase.

This aggregates all of these years, so the
increases that were in fact taken in 2011, 2012, 2013,
2014, and then in 2016 -- 2015 was ski pped for reasons
|'mnot sure, but in any case, for all of those years,
there was a CPl increase, and those increases were
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smal | ish percentages, |ike 2 percent or something close
to that, and in sum over the whole period, it comes to
6.3 percent.

ARBI TRATOR:  Just so I"'mclear, we're going
from 2010 to 2015, but on line 138, this is a sum
meani ng addition, a sumof the increases that were
i nposed as permtted increases based on 75 percent of
the CPl as permanent increases?

WTNESS: That's right.

MR. BALLANTINE: Correct.

ARBI TRATOR:  And that total ed over those
years, 6.3 percent, whatever it was each year

MR BALLANTINE: No, total

ARBI TRATOR:  Wth the exception of 2011 --
apparently there was not an increase.

MR. BALLANTINE: Actually, your Honor, it's an
aggregate total for all of those years.

ARBI TRATOR:  Aggregate total for all of those
years, thank you. That's what | was wonderi ng.

MR. BALLANTINE: | wanted to make sure that
that was clear.

WTNESS: |It's an aggregate total for all of
those years and an aggregate total for all of the
spaces. So here we're doing a park-w de cal cul ation
using the space rent.
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ARBI TRATOR: | under st and.
WTNESS: You got that? GCkay.
ARBI TRATOR: | under st and.

BY MR BALLANTI NE:

Q So we're talking about '10 to '15, inclusive,
which is about six years, so it's really about -- 6.3
percent is alittle over a 1 percent increase per year,
on average, right?

A Yes, correct, on average.

Q  Essentially not very much. W didn't have a
| ot of CPI.

A, Right.

Q  Ckay.

ARBI TRATOR: M grocery bill disagrees.
MR. BALLANTINE: Mne, too. | don't know how
that works, but somehow it does.

Q So then, the next line, 139, base year rental
income, that's sinply a nunber from page 1?

A Yes.

Q kay. And that, again, is only rent?

A That's only rent.

Q And that is only rent from2010? Wen you say
base year, then, we're looking at 2010 for the $564, 000,
correct?

A, No, no, the 564 -- oh, yes, I'msorry, it is.
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Q  Because that is the base year?

A, That is the base year, 564 is the base year
rental incone.

Q Al right. Then the next lineis
"CPl-Justified Space Rent Increase.” What does that
mean and how did you get that nunber?

A \Well, $35,286.16 is 6.3 percent of
$564, 327. 09.

Q  So essentially what that nunber is basically
saying, you take your 2010 base year rental incone and
you essentially figure out, if you went forward to 2015,
then, that nunmber would have to go up 6.3 percent?

A That's right.

Q Okay. And that's what that number is, the
$35,000 and change is the number that you need to add to
the 564 for the 564 to go up 6.3 percent?

A. Yes. And let me just explain at this point
that, you know, Excel won't let you change the colum
headings up there, or at least | don't know how to do
it, soit still says 2010 and 2015, but on this page
those dates are kind of irrelevant because the colum J
that has 2015 up there, these are cal cul ated nunbers and
they don't really have anything to do with the year
specifically.

Q Okay. So in other words, really, for the
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purpose of page 4, we should disregard the headings on
lines 3 and 4?
A. That's right. If | had known how to take them
out of just page 4 and | eave themin pages 1, 2 and 3,
woul d have done that, but I don't know how to do that.
Q | understand. | think the new version --
ARBI TRATOR: My grandchil dren know how to do

WTNESS: Right.

So can | just go on to explain that the number
to the right in the col um headed 2015 where it says
$19. 73.

BY MR BALLANTI NE:

Q Let's just use the J.

A.  Thank you.

Q W can disregard the lines 3 and 4.

A. Right. I'mgoing toline it out so | won't
say it again.

So in colum J, the $19.73 is $35, 286. 16
divided by 12, for 12 nonths, and 150 for 150 spaces.

Q  Ckay.

A And what that means is, and this gets a little
tricky, what this neans is that, on average, residents
were asked to pay an additional $19.73 between 2010 and
2015. Those increases cane in increments, and the
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increments were not the same for all the residents
because the residents have different base rents, and
when the annual CPI figure is nultiplied by .75 and then
applied to each resident's space rent separately, then
an anount is generated and it comes out.

| need to do this on a park-w de basis, so I'm
doing it in aggregate for all of the park, but this
$19.73 woul d therefore be kind of an average. |In other
words, some park owner mght say, Wait a minute, no,
did the math, | didn't pay 19, | paid $21.03. And ny
answer to that woul d be, Yes, because your base rent is
slightly higher and therefore the calculation --

ARBI TRATOR:  And somebody two spaces down
woul d have paid $13.65 or sonme other nunber.

W TNESS: Exactly, but on average $19.73
BY MR BALLANTI NE:

Q And | want to clarify something. | think his
Honor understood it, Dr. St. John, but | believe you
said "some park owner may say that." You meant
honeowner ?

A. DidI say "park owner"?

ARBI TRATOR: | understood it to be

"honmeowner . "
BY MR BALLANTI NE:
Q | wanted to clarify. It was clear to nme that
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you did, but I want to be sure it's clear in the record.

And, Dr. St. John, in order to do the analysis
for us, | take it, then, you in fact take a park-w de
average, as you've done, correct?

A | believe so. It is the way | think it was
I nt ended.

Q Andit'sreally the only way to do it under
the ordinance, correct?

A, Certainly the only way | can imagine doing it,
right, exactly.

Q So that gets us, a total nunber, the $19.73
that gives you a total number of what the space rent
increase should be at 75 percent of CPl over the
rel evant period, correct?

A Yes.
Q GOkay. So essentially using this nmethodol ogy
Is essentially time or year neutral. In other words,

what ever year that we chose to be the target year and
the -- the base year and the target year, you're going
to get the same result. The nunbers may be different,
but the methodology is going to result in the sane
result?
A. That's right. | mean, right, the --

ARBI TRATOR:  Not necessarily the sanme nunber

but the same result.
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MR. BALLANTINE: Right. The nunber being
different because you're doing a different period, but
the result should be the sane.

Q In other words, | guess what |'masking, if we
did this every year and did an analysis doing it every
year, we'd get, obviously, a different nunber because we
only have one year to factor. |If we did it over five or
six years, it's the same thing, it's just going to be a
bi gger nunber, but essentially the nethodology is the
same, correct?

A.  Yeah, yeah, the calculation would be the sane.

Q | think that's inportant.

So let's go on, then, to howthis works. Then
you have "One half CPI-justified increase equals fair
return on investment."

And then you have simlar comrent on No. 2,
that says "One half CPI-justified increase against cost
I ncreases.”

So tell us about that, why you did that and
how that is dictated by the ordinance.

A \ell, that's exactly what the ordinance,
Section 1185, says to do. It says that the arbitrator
is to award the one half as a fair return on investnment,
and the other half, equal half, against cost increases.

Q  Gkay. And when you say the other half, the

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

other half of the CPI-justified increase?

A That's right.

Q  So essentially, again, you' ve told us about
the CPl-justified identified space rent increase, that's
the $19.73, then, | take it, so these two nunbers are
just mathematically 50 percent --

A. 50 percent of, right, just cutting those
nunbers in half.

Q  Ckay.

A. And once again, those amounts, all of them
everything we've spoken about up to now is enbedded in
the rents, has been enbedded in the rents. Increments
of these amounts have been enbedded in the rents that
t he honmeowners are asked to pay since 2010.

Q Okay. So, then, let's go on to No. 3 and then
we can see how those relate back.

What's No. 3? It says "Base year operating
costs."”

A.  Right. This gets to the heart of it, really.
This gets to what | referred to before as an expense
pass-through method.

So the base year operating costs came to
$440,000 and change; the conparison year operating
cost -- that means 2015 operating cost canme to $523, 000
and change, so the difference between the two is
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$83,000.48. So this neans that the park owner spent
$83,000.48 nore in legitimte adjusted expenses in 2015
than in 2010. So this $83,000 figure is an overal
expense increase anmount.

Q Gkay. And again, those nunbers, the
conparison, your operating costs and the increase, we
just get those fromup above, pursuant to the MNO
anal ysis that you did regarding the expenses, correct?

A That's right.

Q So the $83,000 is essentially just a
mat hemati cal conparison that is taken.

A.  Right, just -- right, it's just math, we just
are subtracting the base year cost fromthe conparison
year cost and recording the nunbers.

Q Al right. And then this does get to the
heart of the matter. \What does this excess over No. 2
nmean?

A, The ordinance says that the increased
operating costs, $83,000, should be awarded -- let ne
put it differently.

The amount by which the increased costs exceed
the one half of the CPl-adjusted increase should be
awarded as -- we can call it extra expense increases.
So in other words, sone of the expense increases are
al ready covered under the ordinance by what we've called
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the CPl increase. But the rest has never been covered.
So the $65, 357.40 per year that is uncovered
or unconpensated for and the ordinance says that it
shoul d be, and therefore to nove to line 149, if we
al locate that $65,000 on a per-nonth, per-space basis,
it comes out to $36.55, meaning that honeowners can
justifiably be asked to pay an additional $36.55 per
year permanently --
Q  You nean per nonth?
A | mean per nonth, thank you.
-- permanently, in order to conpensate the
park owner for these increased costs
Q Okay. So that would be a permanent rent
i ncrease, correct?
A, That would be a permanent rent increase
Q And a permanent rent increase to cover

essentially regular ongoing operating costs of the park?

A That's right.

Q Al right. And | take it as an econom st,
would it be fair to say that it doesn't surprise you
that we come up with a nunber under 3 -- that is, we
come up with some sort of a justified space rent
I ncrease?

A That's correct. It certainly doesn't surprise

me. For one thing Santa Barbara County uses this 75
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percent figure, it's called "partial indexing," and |'ve
spent the last 35 years arguing that partial indexing
makes no good sense whatsoever and distorts these
conputations. So frommy point of view this is one
maj or reason why it's understandabl e that the expenses
went up nore than the CPl increase that's allowed

Q Right. So essentially, laying it out nicely
here on the spreadsheet, items 1 and 2, those
essentially are collectively -- there are two hal ves of
a whole, but the whole, essentially, under 1 and 2
together conbined is a partial indexing. It's rental
income that's increased at only 75 percent of CPI
correct?

A That's right. And another footnote, when
did this last year -- yes, last year, last spring -- |
didit two ways. | did it 100 percent indexing and 75
percent i ndexing.

But when | went back to the ordinance this
time and | ooked really carefully, | decided that there
was no point in doing the conputations at 100 percent,
the ordinance is perfectly clear, they want 75 percent,
and therefore | didn't do 100 percent cal cul ation here.
It would have been extra, it would have been just nore
paper, it wouldn't have inproved the analysis.

Q Right. Well, let's focus on what you did here
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because it would really be irrelevant, correct?

A It would be irrelevant.

Q  Because essentially the partial indexing
problemis addressed by item No. 3?

A.  Right. | mean maybe | should put it -- thank
you, that's helpful. Maybe I should put it alittle bit
differently.

The way the ordinance is structured at section
11A-5 asks that we sinply accept for the purposes of
this analysis what did happen, and so that's what | did.
What did happen is that the CPl increases as they
occurred year by year by year were done at 75 percent.

Q O CPI?
A O CPl.

So to presune anything different woul d be

awkward and, in the end, not useful

Q Right. And so essentially under items 1 and 2
what we've got is we've got a period of time, 2010 to
2015, where we're showing a rent increase that the park
owner was entitled to get, and only that amount entitled
to get at 75 percent of CPl -- in other words, less than
full CPI -- and that's essentially what itens 1 and 2
tell us or come to, correct?

A Yes.

Q But the fact of the matter is, as the park's
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going on over tine and it's operating, we woul d expect
that the actual expenses for the park's operations to be
nore inline with CPl, so in other words, we would
expect the park operating expenses to be higher than
just 75 percent of CPI?

A.  Higher than 75, and in many parks higher than
even 100 percent, actually, because there are costs that
the park owners incur that tend to be greater than the
cost increases that the general public experiences.

Q And this is sonething you' re speaking of as an
econom st who specifically is an expert at eval uating
rent increases and cost increases in nobile home parks,
correct?

A.  Right. | mean |'ve done a lot of these cases
and | don't recall one where expenses didn't increase at
| east at the CPl. | can say |'ve never, having done

this for 30 years, |'ve never seen a case where the cost
increases were |ess than CPl, and nmany cases where they
are consi derably nore.
Q Right.

ARBI TRATOR:  The CPI only considers certain
categories.

WTNESS: That's right.

ARBI TRATOR:  And that doesn't necessarily
apply to every business.
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WTNESS: It doesn't necessarily apply to
every busi ness.

And parks, mobile hone parks are subject to a
ot of regulation, not just rent regulation, but
regul ation by the county authorities. | mean we may get
later into a case study about that, sonething about
that, that it is very costly to conply and the
managenment conpany does conply to the best of its
ability, but these conpliance costs tend to go up and up
as our society gets nore conpl ex.

ARBI TRATOR:  Are we finished with 45?

MR. BALLANTINE: No, we have one ot her aspect
to look at, but I think this can be quick, your Honor
because it really relates to another one.

ARBI TRATOR: Pl ease.

BY MR BALLANTI NE:

Q  So essentially we take the base year operating
costs and that comes up with a permanent rent increase
pursuant to this analysis of $36.55, correct?

A Correct.

Q  And then the new capital expenses, tell us
what that is. | think we can do it pretty quickly. |
don't think we need to go through each item

In fact, let me just ask you the question.
Does this just track what we saw on Exhibit 2 that was
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the basis of the tenmporary rent increase?

A.  Right. There's no difference.

Q  Ckay.

A Fromthen until now.

Q Al right. So we'll talk about that nore
| ater when we |ook at Exhibit 2 again, but essentially
what this number is show ng, what this chart is show ng
I's, this analysis you're just identifying a permanent
rent increase of $36.55?

A.  That's the main point.

MR. BALLANTINE: Based on that, we may have to
revisit it on the tenmporary, but | don't think we will.
W are done with this, your Honor

ARBI TRATOR:  kay. | notice the bottom of
page 4 it shows $36.55 permanent, seven-year anortized
$56. 29, and 15-year anortized $23.01

Where does that fit in where we're going?

WTNESS: Well, $56.29 is the sum of $44.15
and $12. 14 above, and the $23.01 is the sumof the two
itens on |ines 153 and 154.

ARBI TRATOR:  Thank you.

WTNESS: |'msorry it is not nore
transparent, but that's where it comes from

MR. BALLANTINE: At sone point, and this may
be a good tinme to do it, or maybe after a break, maybe
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it would be appropriate to take this page out and then
conpare it with Exhibit 2. Exhibit 2 is the operating
exhibit here today in terms of the rent increase.
That's what was supporting the rent increase and that's
what | think we're trying to justify to your Honor, and
this is kind of the backup for that, so to speak.

ARBI TRATOR:  |'ve got that, the correlation
between 45 and 2 in ny notes.

MR BALLANTINE: Okay, very well, and then
further, basically the two, the $56.29 and the $23.01
are straight out of Exhibit 2 for the tenporary rent
increase. The only difference is the permanent rent
increase is only about $30 so that the permanent rent
increase that is requested and noticed in Exhibit 2 is
several dollars less than this.

ARBI TRATOR: | understand.

MS. HAMRICK:  Ckay.

I's the respondent offering 45 into evidence?

MR BALLANTINE: We are, your Honor

ARBI TRATOR:  Any obj ection to 45 being
received, Ms. Hanrick?

MS. HAMRICK:  No.

(Exhibit 45 received into evidence.)

ARBI TRATOR:  Very well, it is received.

W' re going to do the sane |aborious analysis
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of 46, 47 and --

MR BALLANTINE: \ell, your Honor, hopefully
we can take out the laborious part because we've done
all the laborious. | think that these two will go nuch
qui cker because it's essentially the same, just
di fferent nunbers.

And, your Honor, this may be a good place to
break to give our court reporter a break.

ARBI TRATOR:  How are you doi ng?

COURT REPORTER:  Onh, break or not, up to you.
No problem

ARBI TRATOR:  Anot her 15, 20 mi nutes?

COURT REPORTER  Sure.

ARBI TRATOR:  I'Il note that M. MCure and I,
we found out at the last session, both share an al nost
l'ifelong hobby of amateur radio, where he is |icensed as
K&GTCQ and |'mlicensed as KGEVQ We've never tal ked
to each other on the hamradio, never net before this
thing, but what a small world.

MR. BALLANTINE: Thank you, your Honor. Thank
you for the segue, then, | guess, to Exhibits 46 and 47.

Q Dr. St. John, let's go through that. | think
we can go through it quickly. Let ne just sunmarize.

Wuld it be fair to say that Exhibit 46 is
essentially the very same analysis that we just |ooked
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at for Exhibit 45 with the only difference was that you
used the year of 2016 as the conparison year instead of
20157

A Yes.

Q  And otherwise, the analysis is exactly the
same?

A It really is.

Q  And you use the same base year of 2015
correct, in both cases?

A, Yeah, sane base year, different comparison
year.

Q Okay. Very well. And so | think we can go
through this very quickly.

Just note on page 1 here with the inconme
you' ve got three line items that you are deducting
correct?

A That's right.

Q  And does that include essentially -- well,
essentially, in 2016 we had an event occur which was a
rent increase which in fact is at issue here with a
tenporary -- with a conponent of a tenporary
passt hrough, correct?

A Yes.
Q  And you took those out, correct?
A Yes.
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Q  And you took the full -- the permanent rent
I ncrease out as well?

A That's right.

Q Al right. And you did that because if we
included it in-- we're trying to figure out what's
justified and if we already included it, then it would
indicate that it's not justified because we've already
taken care of it, or part of it?

A Exactly.

Q  And you al so took out whatever was anortized
carried over fromthe 2011 rent increase still?

A That's right.

Q Okay. So let's just go to the page 4 of this

A Wuld it be useful -- I'"mjust wondering
woul d it be useful to mention at this nmonent that
Exhi bit 49 explains those three deductions.

Q Let's go to 49 just real quick. That's
probably a quick way to handle it.

Exhibit 49 is the spreadsheet entitled "Nomad
Village Rental Income 2016." |Is this a spreadsheet you
prepared?

A Yes, it is.

And et nme just say, it was not easy to puzzle
it out as to the amounts that have been paid during the
year by the honeowners in these categories.

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 53

Q Al right. And the Santa Barbara County
ordinance, one feature of it allows the park owner to
start collecting the noticed rent increase 90 days after
giving notice of the rent increase, correct?

A, Right.

Q Sosince it started July 1, that is why we
have sonme rent nunbers starting in July, correct?

A Yes, exactly.

Q So fromJanuary to June, the nunbers on your
chart just relate to the 2011 increase, rent increase,
correct?

A. I'msorry, say that once again

Q  For 2016, the entries for January to June just
relate -- the adjustment nunbers just relate to the 2011
I ncrease, rent increase?

A Vell, you know, | didn't -- | see that
didn't [eave the colum nunbers on here
Q Right. I'"mjust going to the nonths. In

other words, that's why -- January to June we don't have
anything for any of the 2016 nunbers because the rent
increase had not started yet.

A, That's right, exactly. Whereas the next
colum titled "2011 Tenp" is the 2011 anortized amounts
as collected in 2016.

Q Al right. And so we're not too |aborious, I
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don't want to spend a lot of time on this exhibit, would
it be fair to say essentially this is the cal cul ations
that back up your deductions from-- or exclusion of
rental income that we see here on Exhibit 46?

A That's right.

Q | think that we don't have to spend time on it
unl ess there's sonme questions. So why don't we nove on
with Exhibit 46. Unless there's sonething we shoul d
l ook at that's -- that you'd like to call our attention
to for the analysis, | think we understand it, at |east
how you did it in 2015, so l'd like to go to the page 4,
unl ess there's sonething we should | ook at before we go
to page 4.

A. No, | think we can go to page 4. Let ne only
say that | think the footnotes on page 3 are all correct
and they do explain all of the deductions which in some
cases are different fromthe deductions in the 2015
case.

Q  Fair enough. Were those essentially
relatively mnor, at least the ones that are specific to
20167

A, Yeah.

Q  Ckay.

ARBI TRATOR:  So we're now on page 4 of Exhibit
467
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MS. HAMRICK:  Yes.

ARBI TRATOR:  And we're through, at least for
testinony purposes with Exhibit 49?

MR BALLANTI NE: Yes, your Honor.

ARBI TRATOR:  |s the respondent offering 49 in
evi dence?

MR BALLANTINE: We are, your Honor

ARBI TRATOR:  Any objection, Ms. Hanrick, to ny
receiving Exhibit 49?

MS. HAMRICK: Exhibit 49?

ARBI TRATOR:  Yes, we were just talking
about --

MS. HAMRICK:  No.

MS. DAVIS: Forty-six?

ARBI TRATOR:  They junped ahead to 49 and we
had sone testimony on that and this is essentially a
summari zation of the cal cul ations of rental incone as
set forth in Exhibit 46.

MS. HAMRICK:  \Well, honeowners object because
we're not quite clear on these dates here. \% believe
that this mght be post the first date of the hearing
and have costs that weren't noticed to the homeowners.

ARBI TRATOR:  (kay. You can raise that issue.
It doesn't make it inadmssible. It mght make it
inaccurate but it doesn't make it necessarily
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inadm ssible. Dr. St. John has testified these are his
calculations sunmarizing what is in Exhibit 46. If they
are inaccurate, they may turn out to be and | may so
find, but the issue is can it come into evidence so |
can determne it?

MS. HAMRICK:  Yes.

(Exhibit 49 was received into evidence.)

ARBI TRATOR:  Thank you. It's received.

MR. BALLANTINE: Thank you, your Honor.

ARBI TRATOR:  Let's go back to and go through
page 3 -- I'msorry, page 4 of Exhibit 46, which is, |
believe, what Dr. St. John said you were going to now.
He noted that his footnotes on page 3, footnotes 1
through 11, were accurate, w thout going through each of
themindividually, at [east on direct.

MR. BALLANTINE: Correct, that's an accurate
summary, | think, of where we're at.

ARBI TRATOR: Let's take a 10-, 15-mnute break
now.

Any idea how nuch nore time, any estimte that
you have for your direct of Dr. St. John?

MR. BALLANTINE: | would say half an hour to
an hour, probably closer to the half an hour unless |
wind up being a little bit slower than | think I can be.

ARBI TRATOR: Al right, very good. Let's take
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15 mi nutes.

(A short recess was taken.)

ARBI TRATOR: Al right, back on the record.
In the matter of In Re: Nomad Village Mbile Home Park.
The representatives for the homeowners are present and
the respondent is present. W are still in the reopened
direct examnation of Dr. St. John, who is present.

He's rem nded that he remains under oath. You
can conti nue.
BY MR BALLANTI NE:

Q Dr. St. John, when we broke we were | ooking at
page 4 of Exhibit 46. | just want to finish up were
that page. Do you have it in front of you?

A | do.

Q Al right. Gve us an overview of 46. |Is it
simlar to page 4 of Exhibit 45?

A Yes.

Q I's the analysis essentially the sane?

A, Absolutely the sane.

Q  And what does this docunment tell us?

A Vell, in the center following the No. 3, the
section 3, it says that the permanent increase should be
$43. 35.

Q W seethat in line 152?

A That's right.
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Q  Was that derived the same way as you expl ai ned
in Exhibit 45?

A Yes.

Q  So essentially the conparison of the 2016
years, the increase cost in 2016 versus 2010 indicates a
permanent rent increase of $43 woul d be justified?

A Yes. | nean that's analogous to $36.55 based
on 2015.
Q  Ckay.

A. And it stands to reason that, being another
year, it mght be a little higher, and the analysis
shows that it is alittle higher

Q  GCkay, very good

Let's go on, then, to the next exhibit, 47.
ARBI TRATOR:  |'s 46 being offered now?
MR BALLANTINE: Yes, your Honor, it is.
ARBI TRATOR:  Any obj ection to 46 being
received?
(Exhibit 46 was received into evidence.)
MS. HAMRICK:  No.
ARBI TRATOR:  Thank you very much, Ms. Hanrick
You may conti nue.
BY MR BALLANTI NE:

Q And just to take care of this also, Exhibit

48, very quickly, 48 is entitled a "Profit-and-Loss
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Statenent for Lazy Landing MHP, LLC, doing business as
Nonad Village, through Decenber 31, 2016."

Was this profit-and-1oss statenent, was this
the basis for your income-and-expense analysis in
Exhibit 46 for the year 2016, the Exhibit 46 we just
| ooked at ?

A Yes.

Q Al right.

MR. BALLANTINE: Your Honor, | would offer
Exhibit 48 into evidence as well for that purpose.

ARBI TRATOR:  Thank you.

Any objection to 48 being received?

MS. HAMRICK:  No.

(Exhibit 48 was received into evidence.)

ARBI TRATOR:  Thank you. It's received.

MR. BALLANTINE: Thank you, your Honor.

Q Al right, we took care of that, so let's go
back to Exhibit 47. Exhibit 47 also covers the year
2016, correct?

A That's right.

Q Al right. And then, | take it, it would be
fair to say that the income and expense information is
al so based on Exhibit 48, the profit and | 0ss?

A Yes.

Q  And the recent, you have the renta
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adjustnents. It's also based on 49 as we discussed
bef ore?

A Yes.

Q So tell us about Exhibit 47 and why you did it
and what the difference is with Exhibit 46.

A Vell, | think the only difference appears on
line 87, page 2.

Q Al right. In fact, reading the title of this
document, it says on lines 1 and 2 here on page 1
"Nomad Village fair return analysis, legal and
consul ting fees expense see lines 87 and 94."

A, Right.

Q So 87, let's go to line 87, and you can
expl ain what you did.

A. So line 87, you'll see that in colum G of
line 87 it's blank, and that's because the books of
record in the -- the income expense statement does not
include any |egal expenses paid in 2016.

Q  You nean above the |ine?

A. | was just going to say.

But below the line -- normally these anal yses,
we only use anounts that are above the line, and the
books of record actually, as | recall, identify amounts
bel ow the |ine as being nonrecurring. | don't have that
document in front of me, | don't have 48 so | can't read
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it.

Q \Well, let me give it to you. Miybe we do want
to look at 48. So let ne direct your attention to page
2 of Exhibit 48.

A.  Right. So it says, in 6201, or category 6201
it says -- for year-to-date it has $335,000 in
nonrecurring legal fees. So the way the books of record
are kept, this amount is not included in net operating
incone, or in the normal expense increases, precisely
because it's nonrecurring.

Q  And did the operator explain to you that those
nonrecurring legal fees all related to this rent
control-related litigation?

A That's right, that's the explanation that |
was given.

Q  And those were real dollars that were actually
paid in the year 2016, correct?

A, That's my understanding.

Q Al right. And as a matter of the books of
record showed that due to the fact that those were
incurred, that the park actually had a net |oss of
$134, 0007

A \Well, nowyou're on page 3 --

Q No, I"'mstill on page 2 of the -- I'"mtalking
about the books and records.
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A Ckay.

ARBI TRATOR:  You're looking at the |ast
numerical entries on the bottom of page 2 of Exhibit 48?

MR. BALLANTINE: Yes. W lost it. | hadit
infront of Dr. St. John again, but yes, we are, your
Honor, yes.

Q  So ny question was, with the legal fees
incurred, the park showed a | oss of $134,000?

A. That's right. | mght say with legal fees
included and with interest expense included. Interest
expense is also what we call below the |ine.

Q Al'l right. But that's real dollars, though
that the park actually did pay?

A. It did indeed, both of themare real dollars,
so the park actually had, in cash terns, a $134,472
| 0ss.

Q  So essentially does that mean that the park
owners, to close out 2016 they had to actually pay
$134,000 into the park?

A ['mnot an accountant, but | believe so.
Q | think the park owners remenber doing that.
['"msure we can ask them | don't think we need to.

Al right, so let's go back to Exhibit 47, and
we were just looking at line 87, | think, on page 2.
A Right. So in colum J, page 2, Exhibit 47, |
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put this $135,000 --

Q  $335,000?

A, $335,000, thank you, that is belowthe line in
the book of record. | put it here because -- so let ne
expl ai n why.

So the supposition here is what if someone
were to tell us no, these anmounts should not be
anmortized and paid in the manner we've recomended, that
| anal yzed and that | reconmended, but rather these
shoul d be treated as an expense.

Q  Wen you say "these" --

A.  The legal fees. Because the |egal fees -- one
category of legal fees, $400,000, and we're proposing
that it be amortized.

| f soneone was to say, no, that's not the
right way to do it, it should be treated as an expense,
the main purpose of doing this 2010-2016 alternative
analysis is to showthat if it is to be an expense and
that if a case were to be brought based on 2016, or if
the current case -- if the 2016 nunbers were to be used
on that basis, it would make an enornously greater space
rent increase.

|"d like to just say | don't reconmend t hat
this be followed. It's not the right way to doit, in
my opinion, but | do think it's inportant that we know
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that if legal fees are treated as an expense, then these
amounts that | characterized as lunpy, it really
distorts --

ARBI TRATOR:  They are cal cul ated and account ed
for in one year rather than anortized over whatever the
anortization year is --

WTNESS: Thank you, your Honor

ARBI TRATOR:  -- if | understand what you are
saying correctly.

WTNESS. Yes, you are understanding
BY MR BALLANTI NE:

Q And | think there's another elenent to it as
wel |, that that also then |eads to a pernmanent rent
I ncrease as opposed to one that goes for a limted
duration of time and then phases out, correct?

A.  That is correct.

Q  Because when we conpare operating costs we do
that to come up with the permanent rent increase?

A That's right. Exactly. W're proposing that
that amount be paid out on an anortized basis over seven
years. If it were to be done this way, it would be an
enormously greater increase and, as you just said, it
woul d be permanent.

Q  And just so we're clear, when we say the
amount, the $335,000 is only a portion of the legal fees
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that are at issue or the subject of the 2016 rent
i ncrease, correct?

A, That is correct. The reason | used the
$335,000 is that's the amount that happens to have been
paid in 2016. Soneone el se woul d have to say why those
anounts were paid in that year as opposed to some ot her
year, if it's inportant, but | sinply used that nunber
fromthe books of record, and if we treat it as an
expense, then it has this outcone.

Q  Okay. Let nme ask you this way. You've talked
about the two ways it could be done, this way or the
other way. Wuld it be fair to say that, in your
opinion as an econom st in this area of regulatory
econom cs, that you have got to do it one way or the
other. In other words, you can't just ignore the |ega
fees and expenses; otherw se the park owner doesn't get
a recovery at all for that.

A, That's absolutely right. That goes for
capital inprovenents and it goes for legal fees and
other |arge, unusual expenses. That have to be handled
one way or the other.

Q Al right. So let's see what that -- oh, by
the way, before we |eave page 2, let nme direct your
attention to line 94 that you also referenced, and tel
us what that is and what you did with that.
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ARBI TRATOR:  Wich line, 1'msorry?

MR. BALLANTINE: Line 94, your Honor, again on
page 2 of Exhibit 47. ['mlooking at |ine 94,
referencing consulting.

WTNESS: Right. So this is the sanme
principle, that they sinply left the consulting fees in
the analysis, just as they were in fact paid in col ums
| and J.

BY MR, BALLANTI NE:

Q  And again, those were consulting fees that
were incurred relative to the rent control proceedings?

A, Right.

Q  And rent increase calculations for the
purposes of the rent control ?

A That's right.

Q Al right, good, thank you

So then let's turn to page 3. And page 3 -- |
think the only thing that | want to bring your attention
tois line 113. If | understand this correctly,
essentially what this shows is that if you include the
| egal and consulting fees related to the rent
proceedings in your income and expense or MNO anal ysis,
you show a net operating |oss of $93,000 for 2016.

A Correct.
Q And so let's go to page 4. Now, is page 4
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simlar to page 4 on the other two exhibits, 45 and 46,
that we |ooked at a little while ago?

A Yes.

Q Soit's essentially you're using those MO
inconme and expense figures and applying themto the
met hodol ogy dictated under the Santa Barbara County Rent
Control Ordinance?

A Yes.

Q So essentially items 1 and 2 are just
essentially just the CPI, 75 percent of CPl allocations
that we discussed?

A Yep.

Q  And then page -- or excuse me, No. 3, | guess
Is then essentially where the -- where this -- having
expense, the legal and consulting fees kind of shows up
in the analysis, correct?

A, Yeah. | mean that's what | would call the
distortion occurs here, that the pernmanent space rent
increase woul d be $208.81 per space per nmonth forever,
by this analysis.

Q Okay. It would be fair to say, though, this
anal ysis is based on real dollars expended by the park
in 2016, correct?

A It is, absolutely.

Q And then if we go down to No. 4, those are the
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capital expenses that we had in the rent increase
notice, correct?

A Yes.
Q  The street paving and electric?
A, Right.

Q  But then for other anortized anmounts
prof essional fees, those nunbers are different, correct?

A. \Well, the one on line 159 is different because
| took the $135,000 out of what used to be $400, 000.

Q  $335,000?

A, $335,000, thank you, $335,000 out of the
$400, 000 on the previous table on Exhibit 46.

Q Al right. So that |eaves only $65,000 to
pass through as a tenporary increase?

A That's right.

Q  You'd have to deduct that, right; otherw se
if you left the $400,000 there, it would be essentially
doubl e recovery and that wouldn't be right?

A. That's right, it wouldn't be correct.

Q Al right. So, then, if we go down the rest
of the page, then, you have the same permanent rent
increase calculated on itemNo. 3, and then there are
two revised -- or the one revised tenporary?

A That's right.

Q To get to atotal justified increase of $251?
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A Correct.

ARBI TRATOR:  Just so I'mclear, the amounts
you have at the bottom l|ines 166 through 170 of Exhibit
47, that's sinply an alternative anal ysis based on what
you tal ked about a few nonents ago, not what was being
sought by the respondent in rent increases in this case?

MR. BALLANTINE: Correct.

WTNESS: That's right.

MR BALLANTINE: Correct, it's to show --

ARBI TRATOR:  It's an alternative scenario
saying if we did it this way this is what it would be,
rather than that.

MR. BALLANTINE: Right. And the reason why
it's presented, we saw in the briefing the honeowners
had rai sed a question, said legal fees are not a capita
expense item they are not a capital inprovenent to the
park, you can't treat themas a tenporary rent increase
like you would a capital expense like building a
cl ubhouse or the streets, and our comment is, well, if
you don't do it that way this is what happens, it's real
nunbers spent, and that's why it's being presented to
your Honor

ARBI TRATOR:  An expense itemrather than an
anortization item

MR. BALLANTINE: Exactly. It shows it in
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a nunber fashion, very analytical. If you apply it to
the exact same analysis, this is what the difference is.

ARBI TRATOR:  |'s Exhibit 47 being offered?

MR, BALLANTINE: Yes, it is, your Honor

ARBI TRATOR:  Thank you.

Any objection to Exhibit 47 being received,
Ms. Hanrick?

MS. HAMRICK:  No.

(Exhibit 47 was received into evidence.)

ARBI TRATOR:  Thank you very much

Then 45 through 49 have been received.

You may conti nue.

MR BALLANTINE: Thank you.

So | think, your Honor gave a good segue to
what | want to do, just so we're clear.

Q Let's go to Exhibit 2

Dr. St. John, | want to just draw your
attention to Exhibit 2. It's in evidence, it's already
been accepted. W talked about it last tine and so
don't want to go through this in detail because we
al ready tal ked about it but since there's been a
three-nonth break | do want to spend a nmonent with it
just to orient ourselves here in light of the new
i nformation we have

Do you recogni ze Exhibit 2?
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A Yes. | preparedit.

Q And this is the document on which the rent
increase was based, the rent increase we're dealing with
here today?

A That's right.

Q So can you tell us alittle bit about this
exhibit and how it relates to your analysis that you did
for 2015 and 20167

A \Well, this is based on 2015 as the conparison
year, and this is sinply a summary of what is in Table 1
for 2015, and as originally presented, it sumed to
$108. 61 per space.

The categories 3 and 4 haven't changed. The
only thing that's changed in the new analysis is the
permanent rent increase, category 1 at the top --

Q Two?

A, Two, thank you, which was at that time $29.31
and in the current analysis, slightly revised analysis,
it came to $36.55

Q  And you're referencing Exhibit 45, the 2015
anal ysi s?

A That's right.

MR BALLANTINE: And, your Honor, so we're
clear, we're asking for what has been noticed, not a
different nunmber but we're showi ng an anal ysis that
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supports that nunber.

ARBI TRATOR: | under st and.
BY MR BALLANTI NE:

Q Al right. Soif youdo it the alternative
met hod, somewhat alternative, slightly tweaked, maybe
is the best way to put it, or slightly updated, what you
came out with before for permanent MNO rent increase of
$29. 31, by doing the application under 45, that woul d
actual |y support a $36.55 permanent rent increase,
correct?

A That's correct.

Q And then if we go down to the tenporary
increases, and | just want to go through them quickly so
we orient ourselves so what we tal ked about, item 3,
"Capital Inmprovenents and Expenses,” tell us what that
i's and what you did.

A \Well, the streets were paved. The cost of the
pavi ng was $274, 629.

The comon area electric work was done. The
cost of that was $49, 161.

In both of those cases, the anortization was
done at 9 percent over 15 years, and the results are
shown both per nonth and then per space.

Q  So they show that they justify a tenporary
space rent increase of the numbers reflected?
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A Right. The total is $23.01 and it will |ast
for 15 years.

Q Let nme ask you about those two things, just
make sure I'mreal clear. The 15-year period for these
two items of capital inprovenents and expense, did you
sel ect that number?

A Yes.

Q And did you do it based on your kind of review
of the information that you had about these particul ar
capital expense itens?

A Yes.

Q  And we reviewed those backup items before at
the last hearing and | don't want to revisit that if we
don"t have to.

But you did |ook at those -- the information
about what was actually done, correct?

A Yes.

Q  And in your professional opinion as an expert
inthis field of calculating rent increases, was 15
years an appropriate nunber of years to use for this
anortization?

A Yes.

Q Did that 15 years reasonably relate to the
expected life of the inprovenents froman econonic
st andpoi nt ?
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A. Very, very roughly, yes.

Q And within a standard of reasonabl eness, as an
expert?

A, Yeah, | truly believe so.

Q And simlarly, the 9 percent rate, was that an
appropriate rate to use for this anortization?

A | believe it is.

Q  And again, is that based on your experience as
an expert econoni st doing these types of cal cul ations?

A Yes. | nean there's no exact nunber, it could
be a little higher, could be alittle [ower. There's
probably a range of reasonableness. | think the 9

percent is mddle of the range.

Q  And therefore, appropriate and reasonabl e?

A, Yeah, that's right. | mean 9 percent by
today' s standards when interest rates are so | ow may
seemto some people like a high rate of interest but if
the park were to go out for a second nortgage to pave
the streets, | believe they would pay 9 percent, that
range.

Q  Maybe even nore?

A.  Maybe even nore.

Q  Have you heard of hard noney |oans to nobile
home parks in excess of 10 or 12 percent?

A. Yes. | can't cite chapter and verse, but that
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woul d not surprise me

Q Al right. So you applied those nunbers, the
9 percent and the 15 years, correct?

A That's right.

Q  And you used your professional judgment to do
S0?

A And 9 percent, by the way, was accepted in the
| ast proceeding by all parties, so it seenmed reasonable
to accept that in this proceeding.

Q O at least it was accepted by the arbitrator
repeatedly, correct?

A Right, and by M. Barr, who was involved in
that case.

Q That's a good point. Al right, so then let's
go to the second part, professional fees, and tell us
about those.

A, Sure. So the cunulative professional fees are
recorded as $400,000, and a very rough estimte of the
prof essional fees for this proceeding was $110, 000, and
applying the 9 percent and in this case a seven-year
time period results in the per-month and per-space
amounts shown on the chart.

Q Let's talk about the anortization period, the
seven years. In your professional judgment, was that
reasonabl e and appropriate?
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A Yes. It could be less, it could arguably be
| onger than that. Seven seens reasonable. Very
roughly, it seems to me, that the anortization of |ega
fees for one proceeding should ideally expire before we
have another proceeding, and park owners often do
reapply in another case in five years or ten years,
different periods, but a seven-year period seened
reasonabl e.

Q That was the period accepted for professiona
fees anortization in the last arbitration?

A That's right, it was.

Q W'vetalked alittle bit about M. Barr. He
was the expert called by the homeowners at the 2011
proceeding, correct?

A, Yeah.

Q  And you were there?

A | was there.

Q  And he works with the honmeowners in these

types of proceedings?

A, He does.

Q Al right. Have you been at proceedings in
whi ch you've seen or heard M. Barr, or Dr. Barr,
what ever he is, agree that a five-year anortization for
prof essional fees is appropriate?

A | can't recall that. | wouldn't be surprised
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but | can't specifically recall himsaying that.

Q Do you recall being in Covis in July and
hearing himsay that?

A | cannot recall that particular thing from
that case. | was there.

Q Al right, let's see. And so, then, tell us
about the -- well, and these two itens, the $400,000 to
$110, 000, again wi thout going back to the exhibits, you
did see documents that explained what those were for
correct?

Yes. You mean like invoices and so forth?
Yeah, summari es.

Ri ght .

And we marked them they're in evidence and we
don' t need to I ook through themunless you need to. But
you | ooked through those and saw there were docunents
that supported those nunmbers?

A, There are documents that support those
nunmber s.

Q  And we can |l ook at those documents to see what
period, for exanple, those fees related to?

A Yes.

Q kay. So going down the line, then, explain
the summary of the increases and how we get to the
total.

O >0 >
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Vell, it's perfectly sinple. The permanent

increase |abeled "MNO increase" is comng fromthe top,
and that came fromthe original Table 1. The variable,
by the way, is the CPl increase, and this is a point |
was naking before

The CPlI increases are conputed by space,

specifically for each space, and it depends on whatever
the rent is for that space at the time that the increase
Is cal cul ated, so they vary.

Q

better to

And | guess the nomenclature woul d have been
say 75 percent of CPI

Correct.

You nmeant the partial indexing?

Right, it's always 75 percent in Santa Barbara

Yeah.

So that's the permanent part.

The $29. 317

Vell, the $29.31 plus the variable anount,

whatever it is for each space, and it cones out to a
vari abl e amount that, roughly speaking, it would be
$29. 31 plus whatever it was for that particular space

over that

Q
Ve tal ked

time period.
And you' ve | ooked at the ordinance, correct?
about that.
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A, Yeah.

Q  And the 75 percent of CPI, that can't be at
issue or in dispute in these proceedings, correct?

A | don't think so. Realistically, | don't
think so.

Q At least whatever that number is --

A It shouldn't be in dispute

Q It"s not something subject to having to ask an
arbitrator to award?

A.  That's right. That's precisely true

Q | think we've resolved that dispute, but there
could be a dispute as to what that number is, but once
we all agree on what 75 percent of CPl is, then that's
somet hing out of the equation for something that the
park owner has to ask the arbitrator for, is that
correct?

A, Yes, that's ny understanding.

Q  Okay, fair enough. So that's kind of the out
of the equation, but it's there.

A, Yeah.

Q Al right. Tell us about the permanent
increases and then tenporary increases. |Is that sinply
the math from above?

A, Just the math. | just did the addition. So
the item3 -- the two item3 figures are summed to get
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to $23.01, and the two item4 anmounts are summed to get
$56.30. So the sumof all of these increases, not
counting the variable, is $108.61.

Q Gkay. And that was the amount of rent
increase that was noticed, is that right?

A Yes, that's right.

Q Let ne ask you a few questions about the
backup on the electrical. You |ooked at the electrica
issue a little bit, is that correct?

A Yes.

Q And you've talked a little bit about the fact
that expenses regarding the electrical under the PUC
there are certain things that you don't consider for a
rent increase and there are certain things that you do
consi der, correct?

A Yes, that's right.

Q Can you explain that a little bit?

A \ell, roughly speaking, the PUC issue is that
there's an agreement between the public utility and the
park, that the park will subneter the gas and electric,
electricity cost to the residents, and will charge the
residents at the rates that the public utility charges
everyone. But the public utility charges the park a
reduced anount in order to |eave the park, in theory,
with residual funds to maintain the systemwthin the
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park.

Q Then let nme ask you about common area because
you tal ked about that before. You included in your MNO
anal ysis a factor of expenses that the park incurs for
conmon area expenses related to utilities, correct?

A Right, right, that's lines -- back on Exhibit
45, it's lines 38 and 40.

Q Gkay. And why did you do that?

A. \ell, as | explained before, we normally take
the utility income and utility expenses out, at |east
the gas and electric income and expenses out. But if we
do that, then the comon area electricity wouldn't be
accounted for in any way, so we make an adjustnent to
add it back in, and the protocol that's been used in
other cases is 10 percent, meaning that perhaps the
utilities -- the conmon area utilities are 10 percent of
the total. There's no separate meter so there's no way
totell precisely, so 10 percent has been used as an
esti mate.

Q  And in your professional opinion, that's
appropriate?

A It seenms to me it's appropriate. | nean if
soneone who knew about electricity were to testify
otherwi se, | would probably defer -- | would defer to

his or her authority in that area, but | haven't heard
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that in this case or in other cases, so 10 percent has
been used quite a lot.

We've referred to Dr. Barr quite often. |
believe it's the case that it was his estimte in sone
case in the past that 10 percent woul d be true, and
we' ve been using it ever since.

Q Al right. So then let nme circle around on
the issue of the common area. Wuld it be fair to then
say in your professional opinion as an econom st doing
these anal yses, that electrical expenses related to
conmon area electric exanple, or common area aspects of
the park are things that are subject to conmpensation to
the park owner through rent increases?

A That's correct.

Q So let me give you a group of docunents and
ask you to look at them It's what we'll mark as
Exhibits 50 to 53. 1'Il ask you to | ook at those
while --

Your Honor, if | may approach and provide them
to your Honor?

ARBI TRATOR:  Yes.

MR. BALLANTINE: | previously gave these
documents to the homeowners today. | think they have
seen themwel| before this, as well

(Exhibits 50 - 53 were marked
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for identification.)

ARBI TRATOR:  These are Exhibits 50 to 53

MR. BALLANTINE: Yes, sir. And I'll go
through which ones they are. | thought ny office had
done it so | apologize for the handwiting, but I wote
the nunmbers on each of themto avoid confusion

ARBI TRATOR: Al right.

MR. BALLANTINE: For the record, I'll identify
each of these and then | can talk about them

Exhibit 50 is entitled "Settlement Agreement
Mit ual Rel ease.™

Exhibit 51 is entitled "Amendnent to
Settlenent Agreenent and Mitual Rel ease.”

Exhibit 52 is a letter dated April 30, 2014,
fromthe County of Santa Barbara Planning & Devel opnent
Departnent to me. It's a two-page letter

And then Exhibit 53 is a chain of e-mails
i nvol ving the people of the Santa Barbara Planning &
Devel opnent Department. The first one is from Steve
Mason, the assistant director of the department, to
Massoud Abol hoda, the building official in Santa Barbara
County.

ARBI TRATOR: Do these involve settl|ement
negotiations in the earlier case?

MR. BALLANTINE: No. They involve a

TRI-COUNTY COURT REPORTERS 805.963.3900

Page 83





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 84

settlement agreement not involving the other rent
control s proceedings. They involve a settlenent
agreenent that led to the electrical work that was done
pursuant to -- that's relevant to this proceeding.

ARBI TRATOR:  (kay. It has nothing to do with
the settlement agreenment and settlement negotiations as
to these parties in this case --

MR BALLANTINE: No.

ARBI TRATOR:  -- or the other case?

MR. BALLANTINE: Correct. Nothing to do with
any settlement involving these two parties.

ARBI TRATOR:  Just wanted to make sure.

MR. BALLANTINE: Yes, your Honor. Nothing to
do with any rent proceedi ng whatsoever, nothing to do
with the homeowners. The park was a party to this.

ARBI TRATOR:  Let ne just confirmwth
Ms. Davis.

Ms. Davis, you fol ks have received these four
exhibits, is that correct?

MS. DAVIS: Yes, your Honor.

ARBI TRATOR:  Ckay, thank you.

MR. BALLANTINE: | guess | can offer theminto
evi dence now before | talk about them

ARBI TRATOR:  Any objection to these four
exhibits being received, M. Davis.
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MS. DAVIS: No.

ARBI TRATOR:  Thank you. W thout objection
they are received.

(Exhibits 50 - 53 were received

into evidence.)

MR BALLANTINE: Thank you.

CLERK: Can | interrupt? Has the County
received those exhibits?

MR. BALLANTINE: | think that you have.
know |'ve given you everything so far electronically.
"1l make sure you get a set.

CLERK: Is that what was on the disk?

MR. BALLANTINE: |'Il double-check. [If they
are not on the disk, I'll give themto you
electronically and anything we will provide
el ectronically.

CLERK:  kay, thank you

MR. BALLANTINE: And just to that, and the
clerk had asked us for electronic versions of al
exhibits, and we gave themeverything that we've marked
previously, as well as, | note, the first group that we
| ooked at. |'mnot sure if we included this.

ARBI TRATOR: | assume this is fromyou fol ks
or fromthe County, fromthe respondent?

MR. BALLANTINE: W sent your Honor the exact
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same thing that we sent to the County, in case you
preferred electronic to paper. Some people like to have
bot h.
ARBI TRATOR: O f the record.
(Di scussion off the record.)
ARBI TRATOR:  Back on the record.
You may conti nue.
MR BALLANTINE: Thank you.
Q Dr. St. John, I've handed you Exhibits 50 to
53. Have you seen those docunents?
A Yes, |'ve seen them
Q  And you've reviewed themas part of your work
inthis case?

A | have.

Q  Maybe the easiest thing to do is go to Exhibit
51, which is an amendnent to 50. And on 51, "Il bring
your attention to page 2 of this docunment.

A Yes.

Q And there's an itemNo. 1 that says: "The
parties hereby nmodify the scope of work set forth in the
agreenent. "

Do you see that?

A Yes, | do.

Q And then it describes sone electrical work to
be done, correct?
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A Unh-huh, | see that.
Q You see in A in subs 1 and 2 they reference
new transforners?

A Yes.

Q  And do you see they relate to comon areas?

A | do.

Q  Ckay.

A, Yeah.

Q  Now, in your opinion, doing the analysis here,

woul d the work related to these two transforners for
these two common areas, woul d those be appropriate to
include in a rent increase?
A Yes.
Q  Then | guess | have to go back to 50. |
apol ogize. | try not to junp back and forth.
ARBI TRATOR:  Question fromthe bench
The increase that you referred to a nonent
ago, Dr. St. John, that would be an increase that would
be anortized rather than be permanent, is that correct?
WTNESS: It probably should be anortized.
ARBI TRATOR:  Got it. Thank you.
BY MR BALLANTI NE:
Q And in fact, you've |ooked at the documents,
correct, regarding this rent increase?
A Yes.
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Q  So Exhibit 2 has sone reference to common area
el ectrical work costing about $60,000?

A That's right.

Q  And to your recollection, did that include
replacing the two comrmon area transformers?

A | believe it did. The reason | said
"probably" and not "certainly" is sinply because what |
don't recall is the breakdown -- at this nonent | don't
recal | the breakdown of the common area electrical work
and so | don't know how nuch the transforner part of it
was. There were some other things, as | recall.

Q Yeah. Well, then the other thing was, we can
look at it here in Exhibit 51, which let's finish off
before we go back to 50, ItemNo. 4, it talks about a
new permanent service connection for 100-anp service to
Space 927

A Yes.

Q That was the other itenf

A. | see, okay.

Q  And to your know edge, then, that was given a

new | ine, basically a new connection for that one space,
correct?

A Yeah. And all of this was in the nature of a
project. This was all part of what | would call a
project, and that's what this settlenment agreenment had

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

to do with.

Q Al right. Let me ask you, then, to go back
to Exhibit 50 and | ook at page -- | thought it was
carried over to 51, but | was mstaken -- page 3, and
"1l actually have you | ook at Recital F

A Yes, |I'm|ooking there.
Q And I'Il just read it into the record so again
re kind of literally all on the sane page
ARBI TRATOR:  Read it slowy.
MR. BALLANTINE: WIIl do. M. MCure has
trained me. | may not be a very good student but he's
tried.

we

"F, Nomad will pay the department the sum of
$2,000 upon its initial submssion of its plans as
provided for herein and pay the permt costs required
under the current fee ordinance. The cost for the
required pernmit is $1,221.97. The penalty fee
requi rement under the Building Fee Ordinance will be
wai ved. Payment will be made upon submttal of the
plans, as described in this, on or before January 14,
2011. Said paynents shall be in full and conplete
satisfaction of all costs and abatenment or conpliance
pursuant to Santa Barbara County Code Section 10-20.12."

Do you see that paragraph?

W TNESS:  Yes.
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BY MR BALLANTI NE:

Q So let me ask you a few things about that.

There's a reference to a $2,000 paynent as a
processing fee for the initial subm ssions of the plans,
correct?

A. It appears so.

Q And would it be fair to say that you did not
include that $2,000 as sonething that's in the,
essentially, the expenses that are part of the basis of
the rent increase in this case?

A That's true

Q  And would the sane be the case, the $1,221
cost for the required permt?

A, That's not here, either.

Q GOkay. And then it also says "The penalty
requi rement under the building fee ordinance will be
wai ved. "

Is it fair to say that there's no penalty cost
what soever in any of the expenses that you included as
the basis of your rent increase?

A, To the best of ny nenory, no.

Q And in fact, you see that the County said
there were no penalty?

A In this case, right, exactly.

Q Fair to say, you're not aware of any ot her
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penalties that were reflected in the books and records?
A. Right, | don't recall any other penalties of
any kind.
Q Gkay. So let nme move to Exhibit 50. | think
we're done with 51. Let me ask you to look at 52. This
s a document you've |ooked at before?

A Yes.
Q And | want to read a couple parts into the
record and then ask you about themand I'Il do ny best

todoit slowy.

| want to read the last clause on the first
page. It says:

"The building and safety division of the
Santa Barbara County Pl anning & Devel opment Depart nent
wi thdraws the follow ng notices of violation and notices
of determ nation and vacates all outstanding fines and
penal ties."”

Do you see that?

A Yes, | do.

Q And that was in 2014. 1Is that consistent with
your understanding of the records, that there were no
outstanding -- there were no penalties or fines that
came up in any of the books and records?

A, Right.

Q And then on the top of page 2, the first
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paragraph says, and I'll read a portion of it:
"In accordance with the foregoing, the
Bui I ding & Safety Division of the Santa Barbara County
Pl anni ng & Devel opment Departnent hereby permanently and
forever withdraws all outstanding notices of violation
and notices of determnation and vacates all outstanding
fines related to the violation Case No.," and then
there's a case number, "Nomad Village Mbile Home Park,"
and it has the address, "and no sums are currently ow ng
by the property owner or |essee of this property," et
cetera. |t goes on.
Do you see that?

A Yes, | do.

Q I's that consistent with your analysis -- that
I's, you haven't included -- there are no fines or
penal ties or anything related to a notice of violation
that is a cost to the honeowners as the basis of the
rent increase in your analysis?

A.  Yeah, that's ny understanding.

Q And --

A No fines, no penalties.

Q  That would include -- your understanding is
supported by this letter, correct?

A Yes, it is.

Q And then let me try to nove quickly and go
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through Exhibit 53. Have you | ooked at this document?

A Yes, | have.

Q  And there's sone highlighted portions to try
to make it quicker for us to go through this. Let me
just ask you this. You've |looked at this document,
correct?

A Yes, | have.

Q Does this indicate to you that the $2,000
payment that the park nade in 2011 was for the |abor
cost to the Building Departnent?

A. It appears so.

Q But in any event, the $2,000 charge is never
charged as part of the rent increase?

A, No, because we're not using 2011

Q  Fair enough. Let nme just then ask you one
other area, a couple of questions.

ARBI TRATOR:  Are we through with Exhibit 53?

MR. BALLANTINE: Yes, we are. Thank you, your

Honor .
BY MR BALLANTI NE:

Q Let ne ask you one other area of questioning
You're pretty famliar already with rent control in the
nobi [ e hone context, correct?

A, Yeah.

Q  Wuld you say it confers a benefit on the
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homeowners, the existence of rent control ordinances
such as the County of Santa Barbara's?

A Yes.

Q Tell us in general terms what those benefits
are of an ordinance such as Santa Barbara's.

A \ell, the benefits to homeowners are that
their rent is less than -- presumably less than it woul d
otherwi se be in an open narket; the values of their
homes are supported in a manner that they mght not be
in an open market.

Q  Meaning the value of the hones are higher?

A.  Values of the homes are higher than they quite
probably woul d otherwi se be if the rents were not
control | ed.

Q  And does rent control also inpose an
obligation to ensure that the park owner receives a fair
return?

A, Yes. The parallel right, rent control
ordi nances al nost all say that rents will be stabilized
in such a way as to protect homeowners and that,
simul taneously, the park owner is guaranteed a fair
return on investment.

Q So would it be fair to say that rent contro
doesn't equal no rent increases, ever?

A. No, it does not. It does not mean no rent
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I ncreases ever.

Q In fact, if a rent increase is necessary to
conpensate a park owner for increased expenses, is the
park owner entitled to those increased expenses under
the Santa Barbara County Rent Control Ordinance?

A Yes.

Q  And we've |ooked at how you've cal cul ated that
in the exhibits you' ve presented earlier today?

A.  Right. And | mght say there's sone tension
between the two purposes of rent control because, of
course, residents will prefer the rents be | ower and
park owners in general prefer the rents be higher, and
it's our job -- his Honor's job, our job -- to try to
figure that out, to come to sone bal ance between the
two. And there's a range of reasonabl eness, but it's
really inportant that rents are stabilized so that
residents have that kind of stability, and it's also
important that the park owners not get denied a fair
return.

Q Okay. And would it also be fair to say that's
essentially a regulatory process, what you've just
tal ked about?

A That's right.

Q And would it be fair to say also that that
regul atory process has costs?
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A It is costly.

Q Costs to the park?

A, There's cost to the park, there's cost to
homeowner s.

Q  And in your opinion, those regulatory costs to
the park, is that something the park owner is entitled
to recover?

A, Yes, absolutely.

Q  And | guess | have one question, actually
goi ng back to those Exhibits 50 through 53. W don't
have to | ook at them but those relate to a
regulatory -- would it be fair to say that those relate
to a regulatory process regarding, essentially, the
operation of the park and essentially the building
code-type requirements that are governing the park?

A. \ell, yeah. | nean this is kind of an exanple
of what | was saying before, that the nulti-faceted
regul ation of nobile home parks is a burdensome process
and there are many agencies involved, and it is
expensive, costly to conply.

Q And is that, again speaking as an expert
econom st working in the nobile home industry, is that
type of expense a typical expense that park owners incur
fromtime to tinme operating parks?

A, \When you say "type of expense,” you mean the
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expenses associated with figuring out, with the County,
what will be done? For exanple, with this electric
problemthat arose, that how will that be resol ved?

Q Correct, the park dealing with the regulatory
agency on an issue such as that one?

A Exactly, yes. | mean it is costly, there's
back and forth, there's letters, there's the necessity
to enploy attorneys to help figure it out, and ot her
experts sometines, so, yes, | mean it is a costly
process.

Q And in your opinion, as an econom st dealing
with rent control issues, regulatory rent control issues
in nobile home parks, are those costs of dealing with
these issues that you have just articul ated appropriate
to be conpensated -- for the park owner to be
conpensat ed through a rent increase?

A Yes.

MR BALLANTINE: Thank you.

Your Honor, | don't have anything else for
Dr. St. John right now.

ARBI TRATOR:  Thank you.

Cross- exam nation

MS. DAVIS: Your Honor, first 1'd like to ask
i f you have received our exhibits.

ARBI TRATOR: | have received Exhibits A B, C
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and D. Those are the only exhibits.

MS. DAVIS: No, we e-mailed you Exhibits E
through L, Homeowners Exhibits E through L, and an
Exhibit from 2011 cal |l ed Waterhouse Q

ARBI TRATOR: | don't see that | have received
t hem

Has the County received thenf

CLERK: No, sir.

ARBI TRATOR:  Have you received them
M. Ballantine?

MS. DAVIS: M. Gady has received them

CLERK: M. Gady has received then? He's not
here. | can confirm

MS. DAVIS: M. Ballantine, you have received
them correct?

MR BALLANTINE: | was going to answer the
question but | didn't want to talk over somebody el se,
for various reasons.

Your Honor, yes, |'ve received sone docunments
fromthe honmeowners. | didn't track what Ms. Davis just
said nowso I"'mnot sure if it's the same thing, but I
did receive some docunents fromthe honeowners that |
actual Iy have sone objection to, but in any event | did
received some documents fromthe honeowners a day or two
ago. | would note they're quite volumnous and | saw
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thema day or two ago

ARBI TRATOR: M office, for whatever reason
did not receive those. |f you have a duplicate set of
themhere I'l| be happy to take a | ook at them now.

MS. DAVIS: W have an additional Exhibit M

ARBI TRATOR: Al right.

MS. DAVIS. After --

ARBI TRATOR: I f questions are going to be
based on those exhibits that | don't have and the
County -- the clerk who is here with us in the hearing
roomis not aware of, then we need to take a break so
that she can find those, get themcopied for us and then
we can proceed fromthere.

It's 11:20. It's a little bit early for
lunch. I's anybody willing to take lunch now and cone
back about 12:15 and then we just go until we get done
after that?

MR. BALLANTINE: Either way. O if they have
some questions that don't involve the exhibits, we can
do those now and then break. So whatever --

ARBI TRATOR:  |'d rather do it contiguously, if

we can. | think it would be better for ny note taking,
and one of the things that I am frankly, westling
with, and I'Il alert everybody to it now, is whether or

not I'magoing to want to hear oral argunent at the
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conclusion of the hearing today or whether |1'mgoing to
want to have briefs, closing argunent in witing.

MR. BALLANTINE: 1'd be glad to weigh in on
that whenever you would like me to.

ARBI TRATOR:  \Well, let's just get to the end.
My instinct at the noment, given all of this, I'm
thinking | want witten briefs, but we'll see. |
understand that that's a cost to the parties, but | want
to get it right.

MR. BALLANTINE: No, that's fair enough, and
think it's appropriate

And your Honor may recall that one of the
things that | suggested at the |ast hearing woul d be
appropriate, there's an element of this rent increase
that involves evidence essentially that's not in yet,
which is the costs of the proceedings and the fees and
prof essional fees, and I'd suggest that we do that, and
it is fairly typical in these proceedings by the way of
a post-trial notion, essentially, like you would in a
civil case with attorneys' fees put in after judgment
and then we provide our itemzed statenents, and
essentially that's nostly what the brief is.

ARBI TRATOR:  And the anortized breakdown of
sone kind?

MR BALLANTINE: Well, the anortized breakdown
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Is there so it would really be the fee statenments to
support that nunmber, which we would present and the
homeowners woul d have a chance to then comment on that,
just like a post trial notion on attorney's fees,
essential ly.

ARBI TRATOR:  Post-trial motions on attorney's
fees, of course, always changes the amount that one side
s going to have to pay to the other.

MR. BALLANTINE: Yeah. 1'll represent that
what we did in this case was we had an anount that we
included in the notice of rent increase that went out at
$110, 000, and that was based upon the amount that was
awarded at the prior arbitration proceeding, so we
thought it was a reasonable estimate. W' ve actually
exceeded that anount, so | think we're capped at that
for the purposes of this proceeding. | think we just
have to try to justify it to your Honor, which we're
prepared to do and prepared to do, like | said, by
post-trial notion.

ARBI TRATOR:  (kay. We'll deal with that in
nore detail later.

Let's take a recess now. [It's 11:20.

I's an hour going to be enough, Madam Clerk, to
get whatever we need?

CLERK:  Yes.
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ARBI TRATOR:  That being the case, let's cone
back at 12:30 and we'll be in session from 12:30 unti
we get through, and then | will decide whether |'m going
to take the case under submission with oral argument
today or whether 1'mgoing to ask for witten argunent,
first fromthe petitioner and then fromthe respondent,
and then a reply. | think that's what |'mgoing to do,
but 1'"ll certainly hear from people

MR. BALLANTINE: Very good. And I'll be glad
to talk to the homeowners during the break and see if we
can cone to an agreement.

ARBI TRATOR: |I'mnot going to do it as a
statutory "You have 30 days and then you have this." |
want to see how nuch tinme you think you'll need and
that's what we'll do. | don't want to make it onerous
or nore onerous than it is inherently but | want to make
sure that nmy head is truly on straight when | have the
case under subm ssion when | make ny ruling, whatever it
turns out to be is.

MR BALLANTINE: Appreciate it.

ARBI TRATOR:  Thank you very much, folks.

(The lunch recess was taken.)

(Exhibits E - Mmarked for identification.)

ARBI TRATOR:  We're back on the record in the
matter of Nomad Village Mobile Home Park. | don't see
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that Ms. Hanrick is here. 1s she going to be here this
afternoon? Ms. Hanrick is not going to be here this
afternoon?

MS. DAVIS: No. She only had half a day.

ARBI TRATOR:  Ch, okay.

And who is at the counsel table with you?

MS. DAVIS: Abel Pizano, another homeowners
representative.

ARBI TRATOR:  Woul d you state your name, spell
it, and give us your address, please, sir.

MR. PIZANO.  Abel Pizano, 4326 Calle Real,
No. 44, Santa Barbara, California, 93110.

ARBI TRATOR:  Thank you. Nice to have you with
us.

Ve won't deal with the exhibits yet. I'm
going to allow conpl etion of the cross-exam nation of
Dr. St. John before we go any further.

I's that okay with you, ma'anf

MS. DAVIS: Yes.

ARBI TRATOR:  Al'l right, Ms. Davis, your
cross-examnation of Dr. St. John.

CROSS- EXAM NATI ON
BY M5. DAVI S
Q Dr. St. John, have you read Chapter 11A or
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just 11A-5?

A, Can you say that again, ask it again?
didn't hear you.

Q  Have you read the conplete ordinance or just
11A-5?

A, No, no, I've read the whole ordinance.

Q Did you notice anywhere in the ordinance where
it says "maintenance of net operating incone"?

A | don't believe so.

Q |'s base year and conparison year anywhere in
t he ordinance?

ARBI TRATOR: | didn"t hear the question. |'m

sorry, ma'am | didn't hear the question.
BY MS. DAVIS:

Q |'s base year and conparison year in the
ordi nance?

MR BALLANTINE: Objection. Vague and

anbi guous. Those terns or those concepts? They could
be different.
BY MS. DAVIS:

Q Are the terns "base year" and "conparison
year" anywhere in the ordinance?

A | don't renmenber seeing either termused in
t he ordinance.

Q  But you interpreted the concept of base year
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and conparison year in the ordinance?
A.  Basically, yes.

Q  \Were?
A. You know, | interpreted Section 11A-5,
Subsection |, in the best way | could, and it seemed to

me that using two years was the appropriate thing to do,
because the time period in question runs from--

Q |'msorry, could you speak |ouder, please?

A, Now my microphone is on. | beg your pardon.

So the time period in question is between the
| ast year considered in the [ast increase and what we're
calling the conparison year. So the relevant time span
I's between 2010 and 2015.

Q That actually says, earlier in the ordinance
the immediately preceding 12 nmonths or since the |ast
increase. Every year, isn't there a rent increase every
year with the automatic increase?

A No. It's allowed to be every year, but there
was no increase, for example, in 2015. So the |ast
increase, in a favored-termsense, was an increase
pursuant to what we've been calling the 2011 case, and
that ended in 2010.

Q  And that's where you got the concept of base
year and conparison year?

A Yes.
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Q In managenment's rent increase letter, he said

the last rent increase was 2014. That's Exhibit 1, |
bel i eve.

A, Right.

Q SO --

A, The last increase was in 2014, until 2016.

Q  But you're using 2010.

A.  That's true. And we're using all of the
amounts al | owed since 2010, which was an increase in
2011, 2012, 2013, 2014, and 2016, now.

Q Al the ampunts al l owed, you said?

A. Al of the amounts actually inmposed. It's
al l owed by the ordinance and noticed of homeowners and
pai d by homeowners.

Q  The key word here is "paid by homeowners."
Let's go to your Exhibit 45, page 4.

A Yes.

Q Li ne 140.

ARBI TRATOR:  Let ne get there.
WTNESS: |'msorry, line?

BY MS. DAVIS:
Q Line 140 --
A Yes.
Q -- the CPl-justified space rent increase.
A Yes.
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Q Now, that is 75 percent of 8.3 percent of the
rent, right?

A, Right.

Q  And did you build into that figure the 75
percent of 8.3 percent of the difference in CPl between
2010 and 2015 that the homeowners had al ready pai d?

A Yes.

Q So you're saying that after they have already
paid that 75 percent, they need to pay another 75
percent?

A, No, no, no. The ordinance is quite clear.

VW' re supposed to | ook at the ampunts that were awarded
for what we're calling the CPl increase -- actually, the
accumul ated CPl increases from 2010 to 2015 -- and

consi der themand use themin the particular way this
ordi nance requires, which is when we consider that half
of that ampunt was what the ordinance is calling fair
“return on investment,"” and the other half is what the
ordi nance calls "expense increases."

Q No, we're not at that line yet.

A O

Q  What |I'masking, between or during the years
2010, 2011, up to 2015, honeowners have already paid 75
percent of the accunul ative 8.3 percent?

A Yes, that's true.
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Q  And you were saying that that isn't enough
that we need to pay another 75 percent of the CPI for
those five years?

A. No, ma'am no, nma'am not another 75 percent.

If | can refer you to colum J, and |ine 140,
which you're pointing to, line 140 has already been
i nposed or applied to the rents and we're not asking for
that again.

So the operative line, whichis 149, is the
addi tional anount that is required on account of the
expense increases. So in the addition of this colum,
it comes to -- well, on Table 45 it comes to $115.85
and in the original version it came to $108 and sone
cents. That does not include the already-inposed
amounts, which is, as you say -- | mean you're right,
those amounts are already in the rent structure. They
don't require -- they don't need to be approved again
because they're already there. They are the autonmatic
part and homeowners are already paying it and nobody is
saying that they should pay any more in that category.

Q Well, you are. You are saying that we need to
pay another 75 percent --

A No, ma' am

Q -- of the base rents in 2010?

A. Actually, no, I'mnot. Because the $90.73
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that | calculated on line 140 does not get added into
the rent increase we're requesting.

If you look at the math, the math at the
bottom permanent, 36; seven-year, 56 and change
15-year, 23 and a penny.

Those anmounts include the $36.55 but not hing
above that. What's above that is, as you were saying,
the amounts that have already been charged and paid.

Q | don't think you re understanding what |'m
saying.
A O

MR. BALLANTINE: Objection. Argunentative.
BY MS. DAVIS:

Q Al right, let me be clearer, please, because
| don't understand your response to ny question. s

that okay?

A Yes.

ARBI TRATOR:  Yes.

BY M5. DAVI S

Q In 2010 honeowners paid an automatic increase
of, let's say, 1.5 percent?

A Yes.

Q  These are not accurate, you understand that?

A | do understand

Q In 2011 we paid another automatic increase --
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A That's right.

Q - of the 75 percent of the CPI
A Yes.

Q 2012, 2013, 2014, 2015.

Now, the time between 2010 and 2015 was an
aggregate of 8.3 percent of the change in the CPI

During those six years, the homeowners paid
that 8.3 percent -- 75 percent of that 8.3 percent in
CPl in the automatic increases. And your analysis here
has us paying 75 percent of that aggregate of 8.3
percent again, in the anount of $35, 286. 16.

A. You know, | can only repeat what | said
before. You're mstaken in your understanding of what
this page means, because the 75 percent of the CPI
whi ch, on average over this tinme period, would be
$19. 73, has already been paid by the homeowners and is
not being asked for again. That's the way this
or di nance works.

Q And I'msorry, and it has not been asked for
agai n?

A It has not been asked for again

What is being asked for again is the extra
anmount, because the expenses went up by a |ot nore than
the CPI.

Q That is not what your formula says here. You
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did not take the base year rents for 2010, subtract the
base year operating expenses and get an amount -- your
traditional MNO analysis, |'mspeaking of.

A. Oh, are you speaking about the Table 1 that we
| ooked at in Novenber?

Q No. I'mtalking about "Fair Return in the
California Courts,” the publication you have on your web
site.

A Yes.

Q  You explain fair return fornulas.

A Yes.

Q  And your traditional maintenance of net

operating incones fornula is different fromthis?
A That's true
Q  So how do you justify charging homeowners
anot her 75 percent of the CPl for those years?

MR BALLANTINE: Objection. Asked and
answered. He said repeatedly he's not.

ARBI TRATOR:  1'mgoing to let himanswer it
again and then we're going to nove on.

You may respond.

WTNESS: Truly, we have not. | nean
understand that you have |ooked at the MNO analysis in
my "Fair Return in the California Courts," and | do
understand that it is different fromthe analysis that

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 112

the ordinance asks us to do in this case --

ARBI TRATOR:  That's because the Santa Barbara
ordinance is different fromwhat you were doing in that
paper that you have online?

WTNESS: R ght, exactly. The paper that
have online outlined several different fair return
systems, none of which apply here because Santa Barbara
is an unusual, they have a sonmewhat unusual way of doing
the conputations.

Like | said before, the Santa Barbara
ordinance is what | call cost pass-through ordinance, or
maybe we should say an expense pass-through ordinance.
And | have cone to like it, actually, I've cone to
appreciate the beauty of the Santa Barbara way of doing
it. [It's unusual, but it's not wong because it allows
park owners full conpensation for all cost increases,
and it does it inalittle bit different way fromthe
MO formula that | talk about in that paper

ARBI TRATOR:  The total amount is the -- |
don"t have the other exhibit in front of ne at the
monent, but at the bottom of page 4 of Exhibit 45 --

W TNESS:  Yes.

ARBI TRATOR:  -- the $115.85 is the tota
amount of increase that is being sought.

WTNESS: Well, the conparable amount that was
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noticed to residents is the anount on Exhibit 2, which
was $108 and change.

MR BALLANTINE: 61 cents. $108.61. That's
what was noticed. That's what is being sought.

ARBI TRATOR:  The mathematical fornula to get
there was substantively the sane, it's just that we have
different nunbers in the fornula.

MR. BALLANTINE: It was a little bit
different, yes.

WTNESS: Right. The nethod of calculation in
the original was a little different. This one is the
one | would stand behind at this monent because --

ARBI TRATOR:  The one in Exhibit 45. But it's
too late for this here in terms of --

WTNESS: Exactly, but as to the method --
nmean at the last hearing in Novenber you asked at the
end of the hearing that | revisit the analysis and try
to make it so that we can all understand it.

ARBI TRATOR: M last note on my yellow pad

WTNESS: And we did exactly that, so | really
appreciated that you gave that specific instruction
because it allowed ne to do what arguably | shoul d have
done originally, which is really figure out how does
Santa Barbara County do this, what is intended, and |
believe |'ve got it right this tine.
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ARBI TRATOR: Al right. Next question,
pl ease.
BY MS. DAVIS:

Q  You said that you began a cal cul ation
according to 5(i) and continued on, is that what you
said? 5(i), 11A-5(i)?

A, 11A-5(i) is the ordinance section that tells
us how to do this.

Q  \What about 5(i)(1) that it says: "First,
grant one half of the automatic increase to managenent
as a just and reasonable return on investnent"?

A, Right.
Q  You have here one half of a five-year time
period.

A \ell, we're aggregating over five years, but
it's the same concept.

Q But it specifically says the automatic
I ncrease.

A.  Right. The accunul ated automatic increases.
You have to -- after all, the park owners don't normally
do this every year. So if we're doing it in one year,
then we'd only be |looking at one year; if we're doing it
after five years, and therefore we're doing it for the
whol e five-year period.

It"s a savings for all of us, a savings for
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honeowners, a savings for park owners, a savings for
arbitrators not do it every year. |It's cunbersone to do
these things so we do it over a time span, five years,
seven years, however often the park owners choose to
apply.

Q Don't you think it would be reasonable for a
park owner to notice 11A-5(1) and (2), since it is
specified in the, since both of themare specified in
the ordinance that they couldn't really be contested by
honeowners, so why wait five years?

A \Well, like | said, | nmean it's cumbersome to
do it every year. Are you saying that --

Q  They have to send the rent notice increase
every year anyway.

A.  They do, and they do the cal culations this
way. They follow the ordinance in -- ny understanding,
they follow the ordinance in doing the calculation every
year in advance of the noticed rent increase, the
automatic, we call the CPl increase.

VWhat owners don't do every year is conpile all
the expense increases and attenpt to pass those through.
This year the park owner decided to do that. That's
why - -

ARBI TRATOR:  In addition to the 75 percent
CPI .
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WTNESS: In addition to the 75, which has
al ready been inposed and paid and no one is arguing
about that. \Well, perhaps the homeowners are.

BY MS. DAVIS:

Q  Automatic increase -- it's defined in the
ordi nance, right?

A | believe so.

Q Oh yes it's 11A-5(a)(2). Now, the automatic
increase, no matter what the time span, what the tine
period is, the automatic increase is that which is
noticed to every homeowner as the annual increase. It
says that hereinafter G 11A-5(g), "The arbitrator shall
automatically allow a rent increase of 75 percent of the
CPl increase, hereinafter 'automatic increase.'"

A Yes.

Q  Does that apply to the increase that
management noticed as the automatic CPl increase?

A. In ny understanding, that is the automatic
I ncrease.

Q Yes. So one half of the automatic increase
for fair return on investment and increased operating
expenses it says you down have here, should that not be
one half of the automatic increase, as noticed by
management ?

A Well, the CPl increase is the whole of it, or
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| should say 75 percent of CPl, and the ordinance calls
hal f of it the automatic increase for fair return, and
it calls the other half the increase to cover expenses.

It's just nonmenclature, just a way of speaking
about it. It's what | consider a kind of an arbitrary
bi furcation of the whole anmobunt. The whole anount is 75
percent of the CPI for the relevant tine period.

ARBI TRATOR:  And if |'munderstanding your
testinony correctly, |'mjust going to pick a nunber, if
the 75 percent nunber was $100, that is what is going to
be inposed, but it's going to be described in two $50
i ncrenents.

WTNESS: That's right.

ARBI TRATOR:  Because it's defined -- the $100
automatic increase is broken down within the ordinance
to have these two conponents which is sinply the way the
ordinance divides it.

WTNESS: That's the way the ordinance divides
it. | mean there's no requirements in the ordinance
that park owners break it down into those two conponents
every year when they make the -- when they do the CP
adj ustment and ask homeowners to pay it. There's no
requi rement at that stage that this breakdown occur

The breakdown occurs when a park owner is
applying for increased expenses above the CPl [imt, and
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that's what we're looking at here on page 4.
BY MS. DAVIS:

Q  Except the ordinance specifically says that
the park owner is allowed three increases by the
ordi nance, and if the homeowners object, arbitrator wll
award the other two anyway. One, 75 percent of the CPI
which is the automatic annual increase; two, the fair
return increase of one half of the automatic increase;
and, three, the increase in operating expenses which is
one half of the automatic increase, which is 1.5 percent
of the CPI.

A.  Right. And two other conponents, the excess
expenses and capital inprovements or anortized anounts.
Q  Yes, but those have to be petitioned for

arbitration and arbitrated, don't they?

A \ell, that's why we're here.

ARBI TRATOR:  That's what we're here doing.
BY MS. DAVIS:

Q Right. But the three conponents | just
mentioned coul d be accepted by the homeowners because
t he honmeowners know that all three of those conponents
are authorized by the ordinance and objecting to themto
be useless? Did | finally make it clear?

A, You know, |'mnot clear about the three. So
the ordinance allows the passthrough of 75 percent of
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the CPl each year. That's one

Not hing nore than that is allowed unless and
until a park owner comes forward, as the park owner has
now cone forward, with excess expenses, both in the
permanent category and in the tenporary category, and
that's exactly what is happening here.

Q Actually, Dr. St. John, if the honeowners do
not object to the rent increase, arbitration doesn't
have to happen. That is the point | was trying to nake.

A | see.

Q So did we talk about why you chose -- it seens
very tinme consumng and difficult to create a fornula
fromthe ordinance. Wy didn't you use your traditiona
MO formula to begin with? | nean, just to pass it by
us.

A \ell, it seens to ne that we should follow the
ordi nance as closely as we can, so that's what | have
done.

Q | suppose that's for his Honor to decide. The
homeowner s di sagree

ARBI TRATOR:  Are you suggesting that the park
owner and his econonmi st are to ignore the ordinance and
what it requires and do sonething el se that's nore
traditionally done in other parts?

MS. DAVIS: No, what |'msaying, your Honor
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Is that | disagree that this particular formula does
cone fromthe ordinance.

ARBI TRATOR:  Ch, I'msorry. | msunderstood
you. Thank you.

MS. DAVIS: | amnot always crystal clear
|"msorry.

ARBI TRATOR:  Judges have that problem too
That's why there's a Court of Appeal
BY MS. DAVIS:

Q Vell, just for the fun of it, Dr. St. John

t he honmeowners did prepare an MNO cal cul ation according
to your published traditional formula, just to see how
close it would be to the one that you prepared. It's
our Exhibit M Wuld you take a look at it?

ARBI TRATOR:  We're going to your Exhibit M is
that correct?

MS. DAVIS: Yes.

WTNESS: | haven't seenit. | don't have it.
MR. BALLANTINE: A couple of things. | see
it'sinacliphere. | don't believe it was sent to me

previously because | hadn't seen it before.

CLERK: It's in that packet there, the one
gave you.

MR. BALLANTINE: | see that. |'mjust |ooking
to see if it was --
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MS. DAVIS: It wasn't e-mailed to you,

M. Ballantine, it was prepared after we received the
docunents that Dr. St. John prepared that you sent on
the day before.

MR. BALLANTINE: W sent those Monday, but
Dr. St. John's MNO was sent |ast March to the
homeowners. In any event, ny concern -- | see it.

My concern is that there's no authentication
for it, there's no qualification of anyone qualified
that | know of to prepare an analysis and | don't think
it's proper. This witness didn't prepare it. | don't
think it's the subject of proper exam nation.

ARBI TRATOR:  Let nme ask you a coupl e of
f oundati onal questi ons.

Who prepared Exhibit F?

MS. DAVIS: Actually, | did.

ARBI TRATOR:  You di d?

MS. DAVIS: Yes. | used the steps from
Dr. St. John's formula in his publication, and | used
the figures from management's docunents and all | did
was add, subtract, nmultiply.

ARBI TRATOR: Wl |, that's an adequate
foundation, at least at this point, to ask questions
about it.

Dr. St. John, if you would take a | ook at
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Exhibit M it's only a one-page exhibit, it appears, if
|'ve got the right one

MS. DAVIS: That looks Iike the right one,
yes. | can't see that far so | can't be positive

The title is "MNO Analysis," pursuant to
Dr. St. John's "Fair Return in the California Courts,”
Section 3.2.1.

ARBI TRATOR:  Ckay. If Dr. St. John wll take
a noment to look at and |et us know when he's ready to
respond to some questions about it that.

WTNESS: VeIl --

MR. BALLANTINE: There's no question pending,
| don't think. Just look at it, is that correct?

ARBI TRATOR:  Yeah, just look at it for now

WTNESS: (kay.

ARBI TRATOR:  And make some notes, if you need
to --

MR. BALLANTINE: Can | ask a question, your
Honor. If he's going to be exam ned about this
document, if he could have a few mnutes to look at it,
could I have a mnute to talk to himabout it as well?
Coul d we take a brief break?

ARBI TRATOR:  Sure. That's not an unreasonabl e
request. We're in recess for five, six mnutes.

MR. BALLANTINE: Thank you, your Honor.
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(A short recess was taken.)

ARBI TRATOR: Al right, Dr. St. John, you have
di gested what is defense Exhibit M

W TNESS:  Yes.

ARBI TRATOR: Al right.

Questions on Exhibit M
BY MS. DAVIS:

Q Are the steps correct, Dr. St. John?

MR. BALLANTINE: Vague and anmbi guous.

ARBI TRATOR:  Speak a -- are the steps correct?
Do you understand the question?

WTNESS: | believe the steps are -- the
titles of the steps are probably taken from"Fair Return
inthe California Courts," so they are probably right.

Whether the math is correct is another matter
entirely.

BY MS. DAVIS:

Q Are the figures drawn from managenent's
documents correct?

A. You know, they are nunerically -- | can see
that they're drawn from management documents, but no,
they are not correct.

Q Could you let me know where they aren't
correct?

A Sure. The first line of your chart, which
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says "steps 1 through 4," title of that |ine says "Base
Year Adjusted Rent Income," but it's not. Well, maybe
it is rent income, it's not total income, and for the
mai nt enance of net operating income systemyou have to
use total income, not sinmply the rent incone. So tota
i ncone was $656, 585. 76, not $564,327.90, and therefore,
since that nunber is incorrect in the MO formula, al
the rest of it is incorrect as well. | nean the
$440,418.01 figure is correct enough, but the
subtraction that you did in the next line to get
$123,909 i s nowhere near correct.
If you look on Exhibit 45, page 3, | actually

did the math in the correct way for this type of
anal ysis, and you'll see that the 2010 net operating
incone figure is $216,167.75, not $123,909.

Q  So discounting electric income and gas incone
fromtotal inconme, your figure was what?

A.  Discounting electric and gas income and
expense, the net operating incone for 2010 was
$216, 167. 75.

Q I"'msorry, | didn't hear that conpletely.

A. Sorry, $216- -- you can find this figure on
Exhi bit 45, page 3, colum I, at line 111.

Q That's net operating income?

A.  That's net operating incone.
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So your figure of net operating figure is

al most $100, 000 too | ow.

Q Dr. St. John, you said total incone?

A.  Total incone.

Q  Your total income anount, does it include
submetered utility income?

A. \ell, it includes the sewer and the water, but
not the gas and electric.

Q  Okay. And so what should the very first
figure be again?

MR BALLANTINE: \Well, objection, your Honor
She's basically having himrewite an analysis in the
mddle of a hearing on the fly. The questionis, are
the numbers in this exhibit that they have proffered,
they are what they are, and are they right, and he said
no. | don't think that it's appropriate to now on the
record have himrecal cul ate things.

ARBI TRATOR: | agree. The objection is
sust ai ned.

Let's nove on. The doctor says the exhibit
that you have proffered has the right ingredients, it's
just that they are in the wong proportions, or wong
anounts, as part of the hearing, he does not have to,
essentially, correct the paper. So that being said, ask
your next question, please.
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BY MS. DAVIS:

Q Then may | ask for clarification of the base
year should be chosen such that rents are not affected
by rent control, that means that the total income would
not affected by subnetered electric and gas?

A. Can you tell me what you were reading? Where
did you read?

Q Oh, I'mso sorry.

A It"s okay.

Q Exhibit E page E17 --

ARBI TRATOR:  (kay.
BY MS. DAVIS:
Q  -- very last paragraph.
A Exhibit E
ARBI TRATOR:  Were in Exhibit E?
MS. DAVIS: E17.
ARBI TRATOR:  E17, thank you.
WTNESS: And which line were you referring nme
to?
BY MS. DAVIS:

Q It"s No. 1, the last paragraph.

A | don't have a No. 1.

ARBI TRATOR:  Look at the bottom of the page,
toward the bottom of the page, there's a block in the
m ddl e of that page, and it says "ldentify the incone
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expenses in the base year
that goes fromthere.

WTNESS: Oh, yeah

ARBI TRATOR: | think I question essentially
chal I engi ng the met hodol ogy .

MS. DAVIS: Your Honor, it's for clarification
only, not challenge

WTNESS: So you're asking --

MR BALLANTINE: Maybe we can have the
question again now that we've got the right page.

ARBI TRATOR: | hate to burden the court
reporter --

(Record read by reporter.)

MR. BALLANTINE: Also conpound, as asked.

ARBI TRATOR: Do you understand the question as
asked, Doctor?

WTNESS: Well, | can speak to it and then if
| don't answer all of it, she can ask another question
per haps.

and then there's a paragraph

ARBI TRATOR: Let's do it that way and we'll
nove al ong

WTNESS: So this paper was witten, at |east
at this section, on the presunption that we're doing an
MNO analysis fromthe very first year of rent control
and we're not. So this paragraph kind of doesn't apply
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to this case. Wen we have subsequent cases -- in other
words, when a park applies for what in many
jurisdictions is called a special rent increase, kind of
what we're here for, repeatedly, like in this case, in
2011 and then again in 2016, we have learned to chain
the analysis. \Wen | say "chain," | nean go fromthe
end of the last one to the beginning of this one, so it
covers this five-year time span.

Now, when | wote this document it was
relatively in the early years of rent control, and nost
often it was the first time. What we were inmagining is
the first time a park ever came, and that woul d al ways
go back to the base year, meaning the year before rent
control was inposed. That was very common. In fact,
sone ordinances demand that we still do that, that we
use 1979 or 1982 as the base year, even if we're
applying now in 2016 or 2017.

But not all ordinances are the same, so the
| anguage that you're referring to is kind of generic
| anguage and it doesn't really apply in this case
because we're not doing that, we're not going all the
way back to a base year before the ordinance was in
force.

BY MS. DAVIS:
Q | do understand that.
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A Ckay.
Q Then to clarify ny question, is total incone
supposed to include subnetered electrical incone --

A el --
Q -- and gas?
A, -- the decisions that caused what we m ght

call the PUC exception, the decision to the |aw that
caused us in this kind of analysis to set aside both the
income and expenses for gas and electricity cane
somewhere along the way in the last 30 years. | don't
recal | exactly when, but it wasn't at the beginning. No
one had thought of this at the beginning, so after some
time period this was thought about, considered,

adj udi cated and rul ed upon.

So when these kind of cases came up in the 80s
and 90s, no one set aside the income for the expense
fromgas and electricity. That cane later.

ARBI TRATOR:  Again meaning that this |anguage
isn't applicable to --

WTNESS: | would say in a sense this |anguage
isn't applicable to this case.

Her question was about this set-aside for gas
and electric. | mean | do understand the question. It
doesn't invalidate the analysis, whether it's in or out.
It actually doesn't make nuch difference because in
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general homeowners pay most of the cost for gas and nost
of the cost of electricity that the park pays, and the
remai nder either goes toward naintaining gas and
electricity, which is also set aside, or for common area
gas and electricity.
BY MS. DAVIS:

Q But today -- today -- would the total include
submetered el ectrical and gas incone?

MR BALLANTINE: Well, again | just want to
obj ect and maybe reiterate ny objection.

She's saying "Wuld it." | think she's saying
"Wuld it ina MO analysis,” which Dr. St. John has
already testified a straight MNO analysis is not
consistent with the statute or the ordinance so we're
asking a lot of questions about a nethodology that is --

WTNESS: Let ne see if the petitioner wll
accept ny nodification.

Can you change it to rather than "would it,"
woul d it get your question answered to your satisfaction
to say "In this case, under the Santa Barbara statute,
woul d including those things be part of the gross
i ncome?"

BY MS. DAVIS:
Q In this case, Dr. St. John, under the
Santa Barbara County Rent Control Ordinance, woul d
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electrical and gas income be included in your analysis?
A No, they woul d be set aside.
Q  Thank you
You said that the other six standards, fair
return standards wouldn't apply to the rent control
ordinance, is that correct?

A. No, | said that the Santa Barbara County
ordinance is different fromany of the methods that |
reviewed in the paper that is Exhibit E

Q But it does nention fair return on investnent
and just and reasonable return on investnent, so you
coul d have done one of those?

A \Well, all ordinances mention return on
i nvestnent, universally, and then ordinances say howto
doit. And the Santa Barbara ordinance has a particul ar
met hod of doing it, and it does not include those other
net hods.

Q Does it actually say in our ordinance that
managenent is required to take the steps or does it say
the arbitrator will take those steps?

A It says the arbitrator will take these steps.

Q Thenit's really not a fornula for you, it's a
formula for his Honor, is that correct?

A |"'mnot a |awer.

Q Nei ther am|.
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A But | believe -- | believe that what | tried
to do was to present it in a way that would help the
arbitrator to follow the ordinance.

ARBI TRATOR:  |s there anything in the
ordi nance that prevents management fromdoing it the way
you did?

WTNESS: Well, no, | suppose not. But
believe that you and other arbitrators have said this,
they have said to nme or to ny client, "You didn't follow
the ordinance, so your nethod is inapplicable," so
don"t think it woul d have been wise for us to present
ot her net hods.

ARBI TRATOR:  (Ckay. The method you presented
s one that you're saying the arbitrator is required to
follow, right?

WTNESS: Exactly. W tried to follow --

ARBI TRATOR:  That's what | was trying to
ascertain. Fromthe dialogue, | thought petitioner was
saying that you can't do that because that's exclusively
my province, and my question is why can't you do that if
that's what you're trying to do to follow the | aw

WTNESS. Yes, yes, exactly so

ARBI TRATOR:  That is, doing it that way is not
prohi bited by the ordinance.

WTNESS: That's right.
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ARBI TRATOR:  That's the way | read the
ordinance, but | wanted to make sure that | was not
m sunder st andi ng
Go ahead, next question.
BY MS. DAVIS:
Q Dr. St. John, you've identified capita
expenses on your analysis sheet, page 4?
A Yes.
Q Before | get into something else, | have to
ask you, to be fair, did you actually nean capita
| mpr ovenent s?
A No.
Q  Ckay.
MR, BALLANTINE: |'msorry, what?
W TNESS: She asked did | actually nean
"capital inmprovenents" when | put it in the line for
"capital expenses.”
BY MS. DAVIS:
Q |"'msorry, | didn't hear that.
A | was just helping M. Ballantine understand
your question.
As | understood, your question was, did | make
a mstake by calling the street paving, electric work
and | egal and consulting fees, calling them "capital
expenses" as opposed to "capital inprovements."
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Q No, no, no, | nmeant No. 4 where you say "New
capital expenses."”

A Yes.
Q Did you actually mean capital inprovements?
A No.

Q So these are capital expenses with a usefu
life of one year?

A. No. They are capital expenses with a usefu
life of 15 years or thereabouts, in the case of the
street work and electric work, and capital items with
useful life, one mght say, in the case of the |ega
expenses -- |egal and consulting fees.

Q \Well, the definitions in the ordinance say
that what you have described are capital inprovenents.

A | don't believe so. The ordinance nmakes a
distinction between capital expenses and capital
| mprovenent s

Q  Yes, actually, it does. In section A2, |
bel i eve.
ARBI TRATOR:  Referring to section A2, you
sai d?
MS. DAVIS. A2, yeah.
ARBI TRATOR:  Ckay.
BY M5. DAVI S
Q A2, (a) and (b).
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A Yes. \Was there a question?

Q  Yes. \When you read the definitions between
capital inprovenents and capital expenses in section
11A-2(a) and (b), you still say that they are capita
expenses?

A \ell, | do, and I"Il tell you why.

| think the operative language is that capita
I mprovenent is any addition or betterment nmade to a
mobi | e hone park, whereas capital expense, in B, is a
repair or replacenent of existing facilities. So if the
park had no clubhouse and built one, that would be a
capital inprovement, but if the park did a $100,000
renovation to its clubhouse, that would be a capital
expense, in ny understanding.

So in ny understanding, the work that was done
on the transformers and the streets was a repair or
repl acement, not a betternent. There were streets
before, there were streets after, there were
transformers before, and transforners after. So to ny
mnd -- but maybe the nore inmportant point to make, it
makes no difference what we call it whatsoever. W
could call any of these things capital inprovements or
capital expenses and the only difference would be what
line it appears on, not the anount. The anortization
calcul ation would be the same, they woul d be added up
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the same, the bottom|line nunber woul d be the sane, it
real |y makes no difference

Q There is one difference between them

A. Yes, ma'an?

Q Yes, also in 11A-5(a)(2) -- no, I'msorry. |
got |ost.

ARBI TRATOR:  The only difference | see in
that, other than nomenclature, is that one uses a usefu
life of five or nore years and the other uses an
expected life of nmore than one year, which would al so
include five or nore years, would include that as nore
than one. That's certainly a distinction; I'mnot sure
that it's a difference --

WTNESS: Right, thank you, your Honor

ARBI TRATOR: -- as a legal matter.

WTNESS: Thank you. | don't think it nmakes
any difference in this case.

MS. DAVIS: | lost ny page.
ARBI TRATOR:  Take your time and find it. Take
your tinme and find it. | want you to be able to ask the

questions you want to ask. You need the page that has
11(a)(2) on it? |Is that what you need?

MS. DAVIS: No, it's ny reference material,
not exhibits.

ARBI TRATOR:  (n, okay. | don't have reference
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material. O if | did, | wouldn't admt it.

MS. DAVIS: | found it.

ARBI TRATOR:  Go ahead, ask your question
BY MS. DAVIS:

Q Dr. St. John, in the ordinance, 11A -- wait a
mnute. Oh, that's -- 11A-5(a)(3)(A). | believe I'm
mssing a page so | can't be positive.

ARBI TRATOR:  You're at 11A-5, and what is the
sub?

MS. DAVIS: 11A-5 and down to (a)(3).

ARBI TRATOR: It begins with "Where the noticed
increase is in excess of the 75 percent of CPI,

managenment shall," and then goes through (a), (b), (c),
and (d).
BY M5. DAVI S

Q Soit's 11A-5(a)(3)(A).

A Yes.

Q It mentions here that the docunentation

managenent shoul d provide woul d item ze anounts of
i ncreased operating costs, any capital expenses incurred
in the prior year to be undertaken for which
rei nbursenent is sought, hereinafter "new' capita
expenses.

A Yes.

Q  Were these expenses incurred in the year

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

prior?
A. Yes. Didyou say "the" year prior?
Q  "The" year prior, yes

ARBI TRATOR:  \What you just read a noment ago
was the plural, "years prior."

MS. DAVIS: No, in the prior year.

ARBI TRATOR:  "In prior years."

MS. DAVIS: Does it say "years"? M copy of
the ordinance just says "year."

ARBI TRATOR:  The one that | have says: "Any
capital expenses allowed in prior years but not fully
rei nbursed, hereinafter, 'old capital expenses."

MS. DAVIS: Onh, we're speaking of new.

ARBI TRATOR:  I'mreading A-5(a)(3)(A).

MS. DAVIS: It does say any -- on your version
it says "Any capital expenses" --

ARBI TRATOR: | think this is the current
version. Let me see. It came out of Lexis. 11A(3)(a)
reads, quote, as follows, on the one that | have.

Madam C erk, follow al ong and see if | have
got the right one

"Item ze amounts for increased operating
costs; any capital expenses incurred in the prior year
to be undertaken for which reinbursement is sought,
hereinafter 'new capital expenses; any capital expenses
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allowed in prior years but not fully reinbursed,
hereinafter 'old" capital expenses; any offset agai nst
new or old capital expenses; and capital inprovenents."

That's what mne reads. So if that's accurate
and you have a question about that, please ask it.

MS. DAVIS: M version had just "prior year"
with noS and it would have made a difference. Your
version has "years" --

ARBI TRATOR: It has "prior year" on one |ine
and "prior years" on another line, but | think again
that the question is, is that a distinction without a
difference. | don't know the answer to that, but |'m
sure Dr. St. John does.

MS. DAVIS: The distinction is new capita
expenses incurred in the prior year to be reinbursed,
and ol d capital expenses can be as old as they need to
be if they haven't been fully reinbursed.

ARBI TRATOR:  That's correct. That's the way
the ordinance seens to read.

MS. DAVIS: So these new capital expenses were
not incurred in the prior year, they were incurred two
to four years.

WTNESS: So am| taking your -- is the
implication that everything under 4 should have been
under 5?
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BY MS. DAVIS:

Q As far as?

A.  Everything under the ordinance category 4,
which is "New capital expenses,” should be under 5,
which is "Od capital expenses.”

Q  That doesn't change prior year.

A It does not. And in my way of understanding
the ordinance, whatever the |anguage and whether it's
"years" or "year," capital expenses that have not yet
been fully reinmbursed need to be reinbursed now.

Q But the ordinance says "prior year." You were
very adamant saying that your fornula is according to
the ordinance and you couldn't use anything else. Wy
do you insist on ignoring small things but inportant
things like "prior year"?

MR. BALLANTINE: Objection. Argunentative.
There's a whole statutory schene --

ARBI TRATOR:  1'mgoing to |et himanswer that
question and then we'll nove on.

Do you understand the question?

WTNESS: | do understand the question.

ARBI TRATOR:  Is this a distinction wthout a
difference or is it, fromthe standpoint of where
everything comes out, one and the same?

WTNESS: | think it is a distinction wthout
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a difference. | haven't seen the legislative history, |
don"t know why they made a distinction between the --
don"t know why they made a distinction between the prior
year and the years previous

What's clear is that these capital expenses,
these anortizabl e expenses have not yet been reinbursed,
and | believe the neaning, the fundamental meaning of
this paragraph is if they haven't been reinbursed, they
shoul d be.
BY MS. DAVIS:

Q Do you also have a fundanmental meaning of the
purpose of the ordinance?

A Sure. | think the fundamental purpose of this
ordinance is to protect residents against unreasonable
space rent increases while at the same tine allow ng
park owners a fair return on investment, and fair return
on investnent as interpreted in this, as | understand
this ordinance, means passthrough of all increased
operating expenses and all capital expenses. All.

Q  Yes, | understand that fromyour publication
you believe honeowners shoul d recoup all, every penny.

But don't you think that $100 a nonth in a
| ow-income community, $161 a nmonth, $180 a month can be
consi dered unreasonabl e by the homeowners?

A, You know, that is really outside ny expertise.
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| haven't investigated that. | don't know -- |'ve heard
that a couple mles away rents for spaces in nobile home
parks inside the Gty of Santa Barbara are much higher
than they are in Nomad Village. | haven't done research
on that, I can't cite chapter and verse, but that's

ny -- that's what | have heard, that's ny belief.

So the affordability of these increases to
homeowners is not part of the formula, fromyour point
of view perhaps unfortunately, but it isn't.

ARBI TRATOR: | believe you've answered the
question

Next question. Let's nove on.

BY MS. DAVIS:

Q  You nentioned earlier that attorney and
wi tness fees should be -- for arbitration should be
passed through to the homeowners at all tines?

A Yes.

Q Does managenent pay our attorney and witness
fees and arbitration costs?

A No.

Q And using the California legislature enacted
the California Arbitration Act to deny arbitration
participants without a witten arbitration agreenent
other than a statutory ordinance the rights under the
Act ?

TRI-COUNTY COURT REPORTERS 805.963.3900





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 143

MR. BALLANTINE: Objection, your Honor. The
California Arbitration Act is, first of all, wholly
i napplicable here, No. 1; and No. 2, way outside the
scope of the direct exam nation of this wtness.

ARBI TRATOR:  Sust ai ned.

MS. DAVIS: |'msorry, | didn't hear him at
all.

ARBI TRATOR:  His objection was that it is
irrelevant, it's conpletely outside what the California
Arbitration Act does or doesn't do, and what the
| egi sl ature intended by enacting is, A outside of what
we're dealing with here, we're not dealing with the
California Arbitration Act, we're dealing with the Santa
Barbara County Rent Control Ordinance for Mbile Home
Parks and so it really doesn't matter what the
| egislature did or didn't intend, and that's, | think
an objection that's well taken and | sustained it.

Next question, please.

MS. DAVIS: If | lay a foundation would it
be --

ARBI TRATOR:  The issue is not foundation; the
issue is the California Arbitration Act and what the
| egi sl ature intended in enacting it, unless you can show
me how it applies to the rent control ordinance we're
dealing with here and under which this litigation is
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proceeding, | don't see how that helps ne or any party
tothe litigation here at all

It"s like trying to apply the Vehicle Code to
a battery. You know, did the legislature do this, did
they have in mnd it mght not apply to batteries? What
difference does it make if you're dealing with a
battery?

MS. DAVIS: | understand.

ARBI TRATOR:  So if you can clarify how you
believe the California Arbitration Act applies to this
case in any way, you mght have a valid question, but I
don't see it yet.

MS. DAVIS: | spoke too soon.

Q Dr. St. John, in every preceding you' ve ever
been in -- court, commissions, boards, arbitration --
have attorney fees and witness fees been awarded?

MR, BALLANTINE: |'msorry.

ARBI TRATOR:  In every type of case you' ve been
involved in, court, arbitration, have attorney's fees
been awar ded.

MR. BALLANTINE: | object to that as phrased.
It"s way too broad. It's really irrelevant here. |
don't know, there may be some that had provisions for
fees, there may be sone that didn't. It's not a helpful
question and | think it's irrelevant and could be
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m sl eadi ng.

ARBI TRATOR: | agree. Sustained. | don't
think that ought to be put in. Wat does this ordinance
provide for?

MS. DAVIS: |'msorry.

ARBI TRATOR: What does the Santa Barbara
ordinance that we're litigating under provide for? Does
It provide for costs and attorney's fees to the
prevailing party or not?

MS. DAVIS: No.

ARBI TRATOR:  (Ckay. So you're not exposed and
they are not exposed. Ganted, perhaps they have nore
noney to be able to pay a | awyer than the honmeowners do
but if the statute doesn't provide for it, | can't award
even if | feel sorry for one side or the other

MS. DAVIS: Really? Does that mean that you
wi 'l not award managenment's attorney's fees for
arbitration?

ARBI TRATOR:  Does the statute provides for
management attorney's fees --

MS. DAVIS: No.

MR, BALLANTINE: \Well, so we're clear, your
Honor, our position is that it absolutely does provide
for it, and not only that, California |aw provides for
it under the California versus Clovis case.
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ARBI TRATOR:  There's statutory authority for
that and sonme statutes for attorneys' fees are
one-sided. If it doesn't provide for attorneys fees to
your side if you win, then --

MS. DAVIS: That wasn't my point. |'m saying
is that if the honeowners pay managenment's attorneys
fees, the egalitarian thing to do under the purpose of
the ordinance to equalize the playing field, they should
pay ours.

ARBI TRATOR:  (kay. You can make that argunment
in your closing argunent.

MS. DAVIS: But, no, the ordinance does not
provide for attorney's fees to be paid by any party for
the other party.

ARBI TRATOR:  (kay.

MR BALLANTINE: Objection. Mve to strike.
That was not a question to the --

ARBI TRATOR:  Sustained. [It's stricken.

Let's go, next question.

BY MS. DAVIS:

Q Dr. St. John, do you have an attorney working
in your conpany?

A No.

Q Do you ever check to see if your opinions are
valid before you go to a preceding?
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|'msorry, do you check the California |aws or
opi nions, case |aw before you go to a proceeding and to
gi ve an expert opi nion?

MR. BALLANTINE: Objection. Lacks foundation
over broad, relevancy.

ARBI TRATOR:  |I'mgoing to let himanswer it.

Do you check the lawto see howit's changed
before you render an opinion?

WTNESS: No

ARBI TRATOR:  Thank you.

Next question.
BY MS. DAVIS:

Q My | ask if you research, if you do research
continuously on your area of expertise?

A. No. You know, | did quite a lot of research
at the tinme that | wote the paper that you have put in
the record as Exhibit E, or | should say part of ny
paper is in the record as Exhibit E. | did a lot of
research at that tine

| have not done that kind of research since
| do these kind of proceedings all the time. | may do,
| don't know, half a dozen of these per year, and
therefore I'mexposed to case lawin that way, but |
don"t research it and ['mcertainly not a |ega
researcher and I'mnot an attorney.
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Q  You are exposed to it but | don't
understand -- I'msorry, could you explain how you're
exposed to it?

ARBI TRATOR:  He just did.

MS. DAVIS: Oh, |I'm--

ARBI TRATOR: He's exposed to it when he's
working on a case, and he does it up to six tines,
sometinmes nore, at |east six tinmes a year, and he keeps
up to date with what he needs to keep up to date with to
be able to testify in those cases and |earns in those
cases, et cetera. |'mnot sure what that has to do with
anything here, but that's the answer to the question.

At least that's what | understood

WTNESS: Well, just a footnote, if there are
changes in the law, |'mrelying on James Ballantine to
cover those topics. That's not my job. M jobis to
try to apply this ordinance to these facts and help the
arbitrator know how to rule, howto analyze the
ordinance in this context. How case |aw mght apply is
somet hing el se again. That's something James woul d
cover.

BY MS. DAVIS:
Q At least for Lazy Landing and Waterhouse
Managenent, he's not --
|'msorry, is he your personal attorney as
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A
Q | just wanted to clarify.
Dr. St. John, you remenber Dr. Barr from 20117
A | do.
Q  And | renenber that he disputed your 9 percent
interest, said that 7 percent -- that he saw 7 percent

nore often. | don't renmenber your response to that.
Coul d you remnd me what it was?
A |"mnot sure what it was, but | can tell you

what | woul d say on that topic today.

Q  Yes, please.

A, That there's a range of rates that coul d be
used. | wouldn't have a terrific objection to 7 percent
or 9 percent or 11 percent. And all of those in that
range |'ve seen, those rates, so 9 seens like a
reasonable rate to me. There's no magic number, there's
no one nunber that woul d apply universally as we try to
assign a rate of interest in this context.

Q It does seemthat way, though, doesn't it? In
hard econom ¢ tinmes |ike the past Great Recession, do
interest rates go down?

A, They do.
Q Do they go down significantly?
A, They do.
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Q  And after substantial tinme has passed and the
recession has recovered, there's been a recovery, people
recovered fromit --

A Yes.

Q -- do rates go back up?

A.  They often do.

Q Does it take a while to get back up to the
point where it was before?

Often, yes.

Q In your opinion, are we at that place right

now?

>

MR. BALLANTINE: Vague and anmbi guous.

ARBI TRATOR: Do you understand the question?

WTNESS: Yeah

ARBI TRATOR:  QOverrul ed.

WTNESS: Well, | would say that in the
current economc climte, 9 percent is not unreasonable
for the calculations we're doing here.

BY M5. DAVI S
Q  You did understand. Thank you

Woul d you consi der pass-through -- may | use
that word -- management pass-through rent increases,
woul d you consider that a credit sale or a loan, if you
had to choose between the two of thenf

MR. BALLANTINE: Objection. Argunentative,
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your Honor.

ARBI TRATOR: | didn't understand the question.
Did you get it, M. Reporter?

COURT REPORTER:  Yes, sir.

ARBI TRATOR:  Coul d you read it, please.

(Record read by reporter.)

ARBI TRATOR: It is argunentative. Sustained.

Next question, please.

BY M5. DAVI S
Q  How would you classify the rent increase?

MR. BALLANTINE: Vague and anmbi guous.
"Cassify"?

MS. DAVIS: Vague.

ARBI TRATOR:  Define what you mean by
"classify.” | don't understand. \hatever he said, |
woul dn't understand the context of it because | don't
understand what the question neans.

BY M5. DAVI S
Q |"msorry --

ARBI TRATOR: How is it classified? Is it

classified as a debt, is it classified --
BY M5. DAVI S

Q Yes. Do youclassify it as a debt or a |oan
or -- help me, what words are there? Those are the only
two | can think of right at the nonent.
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MR. BALLANTINE: Again argumentative. [|'m not
under standi ng why a rent increase has to be classified
or characterized as anything other than a rent increase.
| think it [acks foundation, argumentative and could be
m sl eadi ng.

ARBI TRATOR: | don't see where any
classification would be relevant, either. The objection
I S sustained.

Let's nove on. \We're kind of getting into
never-never |and that doesn't really mean anything in
the context of what we're dealing with here, which is
within the four corners of this ordinance and what
managenent was attenpting to do which the homeowners are
attenpting to prevent, and whether you call it apples,
oranges or fruit salad, | don't think it nmakes a
di fference.

MS. DAVIS: The difference, your Honor, is
that the homeowners and managenent are disputing the
validity of the California Constitution in an
arbitration proceeding --

ARBI TRATOR:  This isn't --

MS. DAVIS: -- regarding the interest rate
I's that inappropriate to bring up?

ARBI TRATOR: | don't think this is the forum
for that.
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MS. DAVIS: Considering they're charging an
interest rate to honeowners, but if you say not --

ARBI TRATOR:  Did you hear his testimony on
direct earlier today?

MS. DAVIS: That he believes it's average?

ARBI TRATOR:  That given what management woul d
have to do to borrow that noney, they woul d pay interest
rates in that range anyway. It's his opinion that
that's valid, that the 9 percent he's using is an
interest rate that is appropriate.

|f you have expert testinony to the contrary
that you're going to call as a rebuttal wtness,
perhaps, | don't know the answer to that, then | would
have to weigh the two. But whether the Constitution
is -- it's certainly not usurious under the California
Constitution, so | don't see where it's helpful. So
let's nove on.

MS. DAVIS: No nore questions.

ARBI TRATOR: Al right, thank you.

Any redirect?

MR. BALLANTINE: | have a little bit. | would
ask if we could take a short afternoon break and then I
have a few questions.

ARBI TRATOR: | was afraid of that. We'll take
five mnutes
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(A short recess was taken.)

ARBI TRATOR: W are ready.

MR. BALLANTINE: All right, redirect with Dr.
St. John.

REDI RECT EXAM NATI ON
BY MR BALLANTI NE:
Q Dr. St. John, let nme just cover a few topics

quickly so we can nove on. | want to ask you about the
topic of legal and consulting fees incurred by the park
A Yes.
Q In these proceedings and other rent-related

adm nistrative and | egal proceedings, Dr. St. John, in
your opinion, does the ordinance provide for the park
owner to recover their legal and admnistrative and
consulting fees for these types of proceedings?

A. Yes, it does.

Q  And can you explain how it does, this
ordi nance specifically provides for that?

A. Right. 1'mlooking at the ordinance section
11A-5, subsection (f)1, "F" as in "Frank" 1, where
there's some definitions. It says "The arbitrator shal
consider all relevant factors" --

Q So we're looking at sub-(f), kind of in the
m ddl e of the paragraph, which is only a sentence, "The
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arbitrator shall consider all relevant factors"?

A Yes, and then right below that, under (1),
"Such relevant factors may include, but are not limted
to, increases in managenent's ordinary and necessary
mai ntenance and operating expenses." And let nme stop
right there.

| believe that |egal and consulting fees are
ordinary and necessary maintenance or operating

expenses.
Q  Ckay.
A In other words, it really is essential that

park owners do what we're doing here. The parks cannot
be operated in Santa Barbara County without park owners
having the opportunity to do this. This is an essentia
part of operating a park.

Q  "This" neaning a rent proceeding?

A. Arent proceeding. Wat we're doing hereis
we are applying for or justifying space rent increases
that are necessary to fulfill the purpose of the
ordi nance, which is to cover all operating expenses, all
i ncreases in operating expenses, so this is four square
within that definition.

Q Dr. St. John, you're aware that some of the
| egal fees that are the subject of this proceeding are
the result of the park owner, park managenent being sued
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by the honeowners in a claimthat they have that the
park owner didn't have an operating permt and couldn't
charge any rent, and the homeowners |ost that |awsuit
after the park defended itself?

A, Yes, | know about that.

Q  And again, in your opinion does that fall
within the ordinary and necessary operating expense of
the park?

A. Yes. | mean it certainly is inportant that
the park defend itself against lawsuits.

Q Okay. And let me ask you also to go on and
ask you if we also see further basis for these types of
| egal fees that you have just been talking about in
subsection (1) that you were just reading

ARBI TRATOR:  We're in (f)(1)?
MR BALLANTINE: (f)(1).

Q Let ne draw your attention to the second Iine
after -- it says "operating expenses,” and then it says
"insurance and repairs; increases in property taxes and
fees and expenses in connection with operating the
park."

A.  Right, fees and expenses in connection wth
operating the park. That woul d be another way of saying
operating -- legitimate -- or howdid they say it,
"ordinary and necessary maintenance and operating
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expenses. "

Q  Would include fees?

A.  Fees and expenses in connection with operating
the park.

Q  And that could include consulting fees such as
yours?
A | believe so, absolutely.

Q  And legal fees such as the ones fromny
of fice?

A, Right.

Q Al right. Dr. St. John, in your opinion, and
we' ve heard about your experience working in this area
and the six-plus hearings per year in rent
control-related proceedi ngs, based on that experience,
in the event that an ordinance -- not this ordinance,
but in the event that an ordinance said that park
managenent could not recover |egal fees for rent
proceedi ngs, in your opinion, would that be proper?

A. No, not proper. It's ny understanding --
actual ly, you could say nore specifically with reference
to the case law, but it's my understanding that there is
case law that says that ordinances may not prohibit the
pass-through of legal and consulting fees, and therefore
such a provision, if it appeared in an ordinance --

ARBI TRATOR:  Let's me just stop you. We're
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into an area of law and legal interpretation which
don"t believe foundationally Dr. St. John clai med
expertise.
WTNESS: It's true
ARBI TRATOR:  So let's nove on
BY MR BALLANTI NE:
Q Let me move on
Vi tal ked about the 2011 hearing at which
Dr. Barr was present, correct?
A Yes.
Q And Dr. Barr is a graduate of Hastings Law
School , correct?

A Yes.
Q And he's both a lawer and a planner?
A Yes.

Q  And have you heard himat various proceedings
including the one in this case in 2011, opine as to the
| aw regardi ng mobil e hone park and rent control ?

A.  Yes, yes, | have.

Q  Have you heard Dr. Barr express the opinion
that an ordinance could not prevent a park owner from
recovering legal and admnistrative fees --

A Yes, yes.
Q -- rent increase?
A Yes.
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Q  And specifically, again, as to this case for
this park and the 2011 preceding, you were present
during Dr. Barr's testimony, is that correct?

A That's true

Q And did Dr. Barr testify that in this case
park management was entitled, under this ordinance, to
recover its legal and admnistrative costs in the rent
preceding in 20117

A Yes, | recall that.

Q  Thank you

In the event that a park didn't recover its
| egal and consul ting expenses for these types of
proceedings, in your opinion, as an econom st, would
that deprive the park owner of a fair returnonits
investnent in the park?

A Yes, it would.

Q  And tell us about that.

Page 159

A Vell, | mean by analogy, if any other category

was to be denied arbitrarily, any other category of
expense were to be denied for sone reason, that, too
woul d be a denial of a fair return.

Q  Does the park have any way of recovering
inconme other than basically -- well, separating out
utility income, which we've tal ked about, other than
getting a rent increase for increased operating costs?
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A No, there's no other way.

Q  And again, asking for your opinion as an
econom st and expert in this field, you heard sonme
questions by the honmeowners about affordability to
homeowners. Is affordability to homeowners sonet hing
that is appropriate to consider in determ ning whether
or not a park owner is getting a fair return?

A No.

Q  And why not?

A \Well, it's sinply not part of the analysis.
It"s not part of what we're asked to do.

Q If a park owner was entitled -- it was
establ ished that they were entitled to a certain rent
increase for a fair return and the response was that the
homeowners can't afford that and therefore don't pay
that, would ultimately, then, if the park owner didn't
get the rent increase, would he be deprived of fair
return?

A | believe they would be.

Q  Does that essentially turn the park owner into
an af f ordabl e housing project?

A | suppose you coul d say that.
ARBI TRATOR:  We're going to stop this line of
questioning entirely. | don't need sonmebody to tell ne
what | can request and can't do. | can figure that out.
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MR, BALLANTINE: Al right.

ARBI TRATOR:  Thank you very much. Let's go.
BY MR- BALLANTI NE:

Q Then the final thing | want to ask you about
is with respect to the allocation of the expenses in
your calculations -- for exanple, in Exhibit 45 --
bet ween capital inprovenent and capital expenses.

Did it make any difference in the outcone of
your analysis to whether or not you allocated things or
you characterized things, those expenses as capita
expenses or capital inprovements?

A. No. It made no difference at all

| mght mention that on the break you and I
were discussing that the transforners could be
consi dered conceivably new expenses or even betterment
whi ch woul d make theminto a capital inprovement, and
sinply don't know enough to say one way or another, but
it doesn't make the slightest bit of difference because
that item the electric work woul d be under 5, category
5, or category 4, and the space rent increase
required -- the anortized space rent increases woul d be
basically the same. It sinply doesn't matter whether we
call it a capital inprovenent or a capital expense, so
it's irrelevant.

Q As part of your analysis that you did to
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prepare, well, your various witten analyses, did you
actual |y undertake an exercise of parsing out the
ordi nance and the |anguage and apply it to the expense
itens to figure out if they were in fact capital
I nprovenents or capital expenses as defined by the
or di nance?
A \Well, I did. And | said before, there's
| anguage for the expenses and | anguage for capita
i mprovenents that is slightly different, and ny
conclusion prior to this hearing was it was all in the
category of capital expense. But if sonebody wants to
persuade ne that some part of it should be capita
i mprovenent, | would say fine, call it capita
I mprovenent, it doesn't make any difference
Q On the ultimte rent nunber?
A The ultimate rent number would be identically
the same
Q  Thank you
MR BALLANTINE: Thank you.
Your Honor, nothing further for Dr. St. John.
ARBI TRATOR:  Cross-exami nation, if any, on
that limted redirect?
MS. DAVIS: | forgot the one question | had.
| guess not.
ARBI TRATOR: Wl conme to the club
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MS. DAVIS: It's absurd, isn't it?

ARBI TRATOR:  Nothing further?

MS. DAVIS: | thought | said no.

ARBI TRATOR:  Thank you.

Any other witnesses to be called by the
def ense?

MR BALLANTINE: No, your Honor.

ARBI TRATOR: W have all of your docunentary
evi dence dealt with?

MR. BALLANTINE: | have one other thing, two
other exhibits that | will proffer, your Honor, and what
they are, they are PUC rules and regulations. They are
judicial notice matters and they are official documents,
official rules so they don't need authentication beyond
that. | know the homeowners have this. There are two
of them

ARBI TRATOR:  These have not been marked by way
of number as exhibits so let nme get -- see what number
we're up to.

MR. BALLANTINE: | think we're at 54, your
Honor .

ARBI TRATOR: Let's me just make sure that |
agree with your count. Fifty-three is here, so we're up
to 53, so the next one would be 54 and you want 54 to be
March 19937
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MR. BALLANTINE: Correct, your Honor

ARBI TRATOR:  Exhibit 53 is so marked.

(Exhibit 54 marked for identification.)

Then the next one, obviously, wll be
Respondent's Exhibit 55.

(Exhibit 55 marked for identification.)

MR BALLANTINE:  Yes.

ARBI TRATOR:  Cot it, okay.

Ms. Davis, have you had an opportunity to | ook
at the two PUC ordinances that he's requesting that |
take judicial notice of and therefore receive these
exhi bi ts?

MS. DAVIS: |'ve read themboth, your Honor
but one of themwas a couple of years ago.

ARBI TRATOR:  Well, the issue is, can | take
judicial notice of it, and whether it's out of date it
doesn't matter, it would go to the weight rather than
its admssibility, inny view, but if you have an
objection that | haven't thought of, 1'd be happy to
hear it.

MS. DAVIS: No objection.

ARBI TRATOR:  kay. Thank you. Exhibits 54
and 55 are received.

(Exhibits 54 - 55 received into evidence.)

Respondent is resting?
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MR BALLANTI NE: Yes, your Honor.

ARBI TRATOR:  Rebuttal witnesses to be called
by the petitioner?

MS. DAVIS: M. Waterhouse

ARBI TRATOR: Al right. Let's discuss that.
|'mgoing to ask you for an offer of proof. The problem
| have legally, procedurally, is that a hearing such as
this is supposed to go plaintiff first and then
plaintiff rests and then the defendant goes and
defendant rests and then the plaintiff can call rebutta
W tnesses, but rebuttal witnesses are not w tnesses that
are sinply things that shoul d have been testified to or
peopl e who shoul d have been called when the petitioner
was putting on their case-in-chief.

So I"'mgoing to ask you for an offer of proof
of what you're trying to go into with him | understand
that Ms. Hanrick was not here last time and M. Allen
who frankly I thought did a very good job, was here.

MS. DAVIS: |'msorry, Judge, did a good job?

ARBI TRATOR:  Yes, | thought he did a good job.
He was focused, he did very good cross-exam nation of
M. Waterhouse. The question is, what are you going to
go into now? You see, rebutta

MS. DAVIS: |'mgoing to go into severa
subjects that M. Allen didn't cover because M. Allen
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is our CPA and he was covering only nunbers. He nmade a
m stake in saying that exam nation was conpl ete when he
shoul d have said he would Iike to change to exam ning
Dr. St. John and then | would take over

The rules for hearing say that hearings do not
have to meet exactly according to the technical rules.

ARBI TRATOR:  |'maware of that. What |'m
weighing is it's now al nost 2:30 of the second day of
this hearing. W have eight-plus hours in it already,
and this over what is apparently a $108 rent increase
that respondent is seeking.

If | were to permt you to reopen under the
liberal rules that are within my discretion in the Santa
Barbara ordinance, how long is it going to take you to
do what you need to do?

MS. DAVIS: | have quite a few questions, your
Honor, but | wll be as quick as | can and just request
that M. \Wterhouse be as quick as he can. Brevity
woul d be no problemfor me

ARBI TRATOR:  (kay.

Counsel, given the history of the prior case,
as | understand it, it would seemto nme that exercise of
my discretion should be to be as conplete and thorough
as | can, to the extent humanly possible given the
history of the litigation between the parties in this
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case.

MR. BALLANTINE: Understood, your Honor. |
understand where you're comng from

| woul d make one observation. What M. Davis
apparently is asking for is to reopen, as the Court has
i ndi cated, reopen --

ARBI TRATOR:  Substantively, that's correct.

MR BALLANTINE: | would point out and rem nd
everyone here Ms. Davis was here at that time. She was
sitting next to M. Allen. He was conducting the
exam nation. She was here, though. | neanit's
really -- it's not like they didn't have an opportunity,
a full and conplete opportunity to cross-exam ne
M. \terhouse, and --

ARBI TRATOR:  Either that, she can reopen and
call him essentially, under 776 as petitioner's w tness
rather than a cross-exam nation because she wanted to
question him apparently, about some things that weren't
covered on direct exam nation.

I's that correct?

MS. DAVIS: Correct.

MR, BALLANTINE: \Well, even nore so.
nean --

ARBI TRATOR:  Tell me what those areas are so
can wei gh the probative value, howit's going to help ne
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as the trier of fact.

MS. DAVIS: | wanted to ask himsone questions
about the honeowners' assertion that it's been |ess than
12 months since the |ast rent increase.

ARBI TRATOR:  (kay. \hat el se?

MS. DAVIS: | wanted to ask himabout whether
or not he's had communication with the California Public
Utilities Conm ssion about the code violation
pass-through, the common area electrical work

ARBI TRATOR: Al right. And?

MS. DAVIS: | wanted to ask hima few
questions about street paving, nothing difficult or tine
consumi ng

ARBI TRATOR:  Ckay. And?

MS. DAVIS: But | do have quite a few
questions about attorney's fees, and that's about it.

Oh, I'msorry, | have questions about the
applicability of the Nomad Village rental agreenents.

ARBI TRATOR:  What is the relevance of the PUC
code violations? How does that affect what ny decision
Is going to be, whatever it is, or turns out to be?

MS. DAVIS: How does it affect? Was that your
question, how does it affect?

ARBI TRATOR:  Yes. There were PUC violations,
apparently, that are part of sonme of the exhibits I've
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received that are acknow edged, they were corrected, no
fines or fees were inposed.

MS. DAVIS: No, but there was a penalty
i nposed. The penalty was abatement of the code
viol ations, and management has conpleted that abatenent,
but the California Public Uilities Conm ssion cones
into play because they have jurisdiction over sone of
the utilities, including electric. And according to
State law, code violations have to be paid for by the
park owner wthout passing -- w thout charging
honeowners for abatement, including attorneys' fees.

It"s very clear in the Health and Safety Code
and the Mbile Home Residency Law, and our question to
the California Public Uilities Comm ssion is whether
their Attachment A that says common area costs are
al l owed for pass-through preenpts state |aw on ot her
| evel s. They have opened a case which neans they are
considering it very seriously.

And the first page of Exhibit G-- | believe
it is Exhibit G-- is confirmation that the case has
been opened.

ARBI TRATOR:  Let ne see if | can find Exhibit
G

MS. DAVIS: | have a copy.

ARBI TRATOR: | have GL. That appears to be
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the settlement agreement. |'msorry, that's a defense
exhi bit.

Counsel, this is noted. |'mgoing to permt
this and I"'mgoing to try to run herd on it so we don't
run over tinme.

MR, BALLANTINE: |'msorry?

ARBI TRATOR:  |'mgoing to permt her to go and
be concise and if necessary |'ll make some of my own
objections if | don't think it's going to help.

MR BALLANTINE: Okay. Let nme just conment on
the PUC issue, your Honor. \hat we |earned a few days
ago was that last October Ms. Davis filed a conplaint
with the state PUC raising allegations that are very
simlar to the ones raised in this proceeding as well.
Ve only |earned about it a few days ago. Apparently it
may or may not be something the park has to defend
itself in and incur yet additional costs.

| do have a I ot of concerns about exam nation
of M. Waterhouse in a lawsuit that's been filed against
himor a proceeding that's been filed against him by
Ms. Davis in another proceeding. | don't think it's
relevant. | don't think that proceeding is relevant
here. It's troubling to ne that they would do that when
we're also essentially defending this arbitration on the
sane issues.
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So in any event, | raise that as an issue of
concern, your Honor

ARBI TRATOR:  That causes ne concern, al so.
It"s not a crimnal proceeding so there's no Fifth
Anendment i ssue.

MR. BALLANTINE: That's true. | agree with
that, but there may be issues regarding defending
against it and there nmay be issues of conversations that
| have had with M. \aterhouse about it. He has no
I ndependent know edge about it other than through me.

ARBI TRATOR:  She woul dn't be able to go
through attorney-client materials.

MR. BALLANTINE: Yes.

MS. DAVIS: |'msorry, | didn't hear that.

ARBI TRATOR: | said his only know edge he has
about it in some of the areas that you may ask about is
information he got fromhis attorney, and you don't get
to get that, that's attorney-client privilege

MS. DAVIS: Yes, | understand that.

ARBI TRATOR: Al right.

M. Waterhouse, do you want to find a seat
somewhere near your counsel and a m crophone so we can
hear you. You were sworn at the last hearing. You
remain under oath. N ce to have you back, good to see
you.
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You may proceed and be very expeditious,
pl ease, because this really should have been done | ast
time.

MS. DAVIS: Yes.

ARBI TRATOR:  And as counsel pointed out, you
were here, and if M. Allen was acting as |ead counsel
and forgot something --

MS. DAVIS: | did. Didn't you notice?

ARBI TRATOR:  No. You shoul d have had a
conversation with himand say "W've got to do this" or
shoul d have said something before he said he rested.

MS. DAVIS: Point taken, your Honor.

ARBI TRATOR:  Anyway, let's go.

KENNETH WATERHOUSE,
havi ng been previously sworn, was
exam ned and testified as foll ows:

CROSS EXAM NATI ON ( Reopened)
BY M5. DAVI S
Q M. Waterhouse, you mentioned at one tine you
own about 90 parks in California, is that right?
A Yes, we own and manage 90 parks in California,
one in Reno, Nevada.
Q |'msorry, | should have said your limted
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liability conpany. Wuld that be more accurate?

A, \Mterhouse Management is a corporation and the
management company to approximately 90-plus parks.

Q Oh, so they are not all yours?

A No.

Q  Oh, | understand. Thank you.

How many of those that are your parks or owned
by LLCs with whomyou're a principal -- that wasn't very
clear, was it?

A. Not really.
Q  How nany are parks owned by your limted
liability conpanies are rent controlled?

MR. BALLANTINE: Objection. Relevancy,
financial privacy.

ARBI TRATOR:  Sust ai ned.

BY MS. DAVIS:
Q Do you have witten arbitration agreenents
with any of your parks?

MR BALLANTINE: Objection. Your Honor.

Rel evancy.

ARBI TRATOR:  What's the rel evance of that?

MS. DAVIS: W are in arbitration.

ARBI TRATOR:  kay. If he has 60 parks that
have arbitration agreenments and 40 that don't, or 30
that don't, so what? How does that affect us here?
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MR. BALLANTINE: And | think thisis a
different kind of arbitration. It's an arbitration
i nposed by the Santa Barbara County Rent Control
Or di nance.

ARBI TRATOR: | agree with that also, but I'm
taking a broader view.

MS. DAVIS: |'mtrying to find out if the
arbitration agreement is required between management and
homeowners of rent controlled parks, if the ordinance
requires arbitration.

MR. BALLANTINE: | think it's an
appl es-and- oranges issue, your Honor.

ARBI TRATOR:  Wet her the |aw says they' ve got
to have an arbitration agreenent, the ordinance in Santa
Barbara provides for it for this kind of case, that's
all really | care about, is what's required in this kind
of a case. | don't care if there's a trespass issue or
sone other unlawful entry into the park or into a hone,
a honeowner, nobile home by then and it has to be
arbitrated or goes to a trial or whatever. | don't see
that that helps me at all.

Next question, please. Sustained.

BY MS. DAVIS:
Q Does managenent have --
May | ask if he has one with us?
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MR BALLANTINE: \Well, relevance again to the
extent that we're talking about an arbitration under the
ordinance that's inposed regardl ess of any agreenment or
not. They are the ones that invoked arbitration; we're
not disputing that we're participating. Relevance.

MS. DAVIS: Then do | understand that
managenment doesn't dispute that this is conpul sory
arbitration.

ARBI TRATOR:  This is conpul sory arbitration
under the ordinance.

MR. BALLANTINE: Under the ordinance. It is
what it is.

ARBI TRATOR:  Yes.

MS. DAVIS: My | ask his Honor a question?

ARBI TRATOR:  Yes.

MS. DAVIS: Does that nean it's also

statutory --

ARBI TRATOR:  No.

MS. DAVIS: -- the ordinance?

ARBI TRATOR: | think you're m sunderstanding
the term"statutory.” It's not a legal -- this

ordinance is for purposes of this kind of proceeding and
these issues, it is the law that applies to these kind
of proceedings, and it requires arbitration.

MS. DAVIS: Yes, | understand. But what |'m
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asking is, it's conpulsory arbitration, but can it also
be, on a different definition, be statutory? 1'm asking
about the definition.

ARBI TRATOR: | don't know that | know the
answer to that question. | don't know if you can
consider this ordinance a statute then it's statutory.

| don't think it matters in terms of the
outcome. \W're here because we have to be here because
that's what the ordinance says. The ordinance enpowers
me to do certain things and prevents me from doing
certain other things as a trier of fact. \Mether
there's another agreenent that the facts will be
different, if it wasn't a rent increase, it would have
to be arbitrated, but what difference does it make?

The rel evance is sustained.

MR BALLANTINE: Thank you.

ARBI TRATOR:  Next question
BY MS. DAVIS:

Q Al right, then. Wre you aware of
homeowners' notion for sunmary judgnent before the first
day of hearing in Novenber?

MR BALLANTINE: Objection. Your Honor
Rel evance. |f he's aware of it, it may have been
through ne, but it's already been ruled on, the notion
for summary notion.
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MS. DAVIS: | can't hear you, M. Ballantine,
|"msorry.

MR. BALLANTINE: Rel evance. The notion has
al ready been ruled on. Also, attorney-client privilege
to the extent that | was served with the notion, not
M. Waterhouse, so any conmuni cation woul d have been
between me and M. Waterhouse.

ARBI TRATOR:  Sustained on all grounds, but
rel evance, particularly, as well as attorney-client
privilege.

You were here the last time. | ruled that the
summary judgment motion was not in proper form

MS. DAVIS: | did hear, yes, your Honor.

ARBI TRATOR:  So it couldn't be made on that
ground. Besides that, there are triable issues of fact
even if | considered it onits nerits, and it would be
denied there, too, so whether he was aware of it or
what ever he did about it or thought about it or how he
| earned about it doesn't change anything. Where does
that help us defeat what you're trying to do with the
rent increase?

MS. DAVIS: What |'mtrying to dois learnif
he's aware what it said so that | may ask hi msone
questions about it. Was aware of our grounds?

ARBI TRATOR: Vel |, without reference to the
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summary judgment, just ask him are you aware that one
of the grounds we're defending this onis this, one of
the grounds we're defending this on is this, one of the
grounds we're defending this on is this, and then ask
your questions that are relevant to that. That will
make it cleaner.

MS. DAVIS: Thank you.

ARBI TRATOR:  You bet. Happy to do it.

BY MS. DAVIS:

Q M. Waterhouse, are you aware that we are
objecting to this rent increase as being within 12
nmont hs of the last rent increase?

MR. BALLANTINE: | would just interpose a
limted object on that. nject to the extent that it's
calling for attorney-client privilege communication,
which really gets me to a problem It really doesn't
matter if he's aware of the basis.

ARBI TRATOR: Wl |, | know where the question's
going to go. I'mgoing to overrule it subject to a
motion to strike

You may answer the question. | don't think it

invades privilege. Are you aware that that is one of
the defenses that they are raising?

W TNESS:  Yes.

ARBI TRATOR:  Thank you.
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Next question.
BY MS. DAVIS:

Q Do you have an opinion as to that assertion?

A No.

Q Wuld you like to share it with us, please?

A. | said "no." M answer was no, | don't have
an opi nion.

Q Oh, I'msorry. | thought you said "yes."

So you don't dispute our claimthat it's been
| ess than 12 nonths since the rent increase beginning
July 1, 20167

MR. BALLANTINE: Objection, your Honor.
Argunentative, assumes facts not in evidence

ARBI TRATOR:  Qverrul ed.

You may answer the question.

WTNESS. Yes, | do dispute it.

BY MS. DAVIS:
Q  Thank you. | think that would be your
opi nion, yes. Thank you

Now, did the arbitrator in 2008 -- may | use
hi s nane?

ARBI TRATOR:  \hatever the arbitrator did in
2011 or whenever that hearing was i s not binding on ne.

MS. DAVIS: No, your Honor, but it's in the
exhibits and may | ask about the exhibits?
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ARBI TRATOR:  |'ve had a whole lot of exhibits
that have been proffered that have been received w thout
objection fromeither side. Mny of them if not nost
of themhave little relevance to what |I'm being asked to
do. Your defense is whether he's aware of themand what
he thinks of them You're going to argue themto me
ultimately as to why | should go your way, and they are
going to argue to ne why | should go their way, so what
he thinks about your affirmative objections to the rent
increase, they are what they are, whether he agrees with
themor not. He can believe he's a Vol kswagen; it
doesn't mean he has to sleep in the garage.

MS. DAVIS: It's not his opinion I'mafter,
your Honor

ARBI TRATOR:  Well, it seens to be where you're
going. Try again.

MS. DAVIS: I'Il try again. And by the way,
M. Biersmth's awarded opinion is in nmanagenent's
exhibits, not ours. It sounded |ike you thought | neant
our exhibits.

ARBI TRATOR:  If you asked me what is in who's
exhibits, | couldn't tell you without an index.

BY MS. DAVIS:
Q M. Biersmth's August -- no, Decenber 20,
2011, award, he awarded $320,000 in an escrow account
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with a provision, didn't he? The provision was that any
noni es not spent on capital inprovenents within six
nmonths of this award woul d be returned to homeowners.
Do you renmenber?

MR. BALLANTINE: Objection to the extent the
document is not in front of the wtness.

MS. DAVIS: |'msorry?

MR. BALLANTINE: | said objection to the
extent the docunent is not in front of the wtness.

ARBI TRATOR: Do you recal | that, what she
recited in that award?

WTNESS: No, sir, | don't.

MS. DAVIS: It's managenent's Exhibit 19,
page 3.

ARBI TRATOR: Do you have your exhibits there?
Exhibit 19, page 3.

MS. DAVIS: Oh, I'msorry, that page is
mssing fromour copy. It's homeowners F, page 3.

ARBI TRATOR:  Homeowners F, page 3.

MS. DAVIS: M apologies. | was reading this.
It"s exhibit -- management's Exhibit 18 --

ARBI TRATOR: Al right, hang on.

MS. DAVIS: -- page 15.

ARBI TRATOR: Vel |, your Exhibit F doesn't have
a page 15.
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MS. DAVIS: No, it's management Exhibit 18,
page 15.

CLERK: That shoul d be Q

ARBI TRATOR:  Wich exhibit am| supposed to be
| ooking at and where? You said it was Exhibit 18 of
theirs.

MS. DAVIS: Management's Exhibit 18, page 15.

ARBI TRATOR:  (kay.

MR. BALLANTINE: W have that, your Honor.
BY MS. DAVIS:
So you do remenber or you just read that?
Yes, | did.
And it's true?
What is true?
That what | quoted is on that page?
MR, BALLANTINE: Well, I'mnot sure what that
means. The document says what it says.

ARBI TRATOR:  The document says what it says.
| note that it says exactly what you said it said.

Next question.
BY MS. DAVIS:

Q  Were any capital inprovenents made within six
nmonths? | mean was any of the noney, the $320,000 spent
on capital inprovenents?

A, The rmoney was ready to be spent, we were

O >0 >0
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prepared to spend it until the homeowners appeal ed the
decision and held us up fromspending the noney. The
noney was in a reserve account held by the bank. And we
were paying interest on that noney, also. It was only
through your appeal, the appeal of the homeowners
associ ation that stopped us fromdoing the work. M
understanding is that the arbitrator was trying to hold
jurisdiction within this case for six nmonths, but then
the appeal came fromthe HOA which then held up quite a
few nonths before we coul d do anyt hing.

Q  That wasn't my question. My | repeat it?

ARBI TRATOR: | thought you got an answer.

MS. DAVIS: No. | got a reason for the answer
that | didn't hear the answer.

ARBI TRATOR:  The answer was that none of the
money, there's noney that was not spent because of the
appeal . The appeal essentially throws any obligation or
any opportunity to or any right they had to do it unti
the appeal was over.

WTNESS: Yes, sir

MS. DAVIS: Yes, your Honor. But the first
six words woul d have been enough.

ARBI TRATOR:  Next question
BY MS. DAVIS:

Q  And after the Board of Supervisors vacated

TRI-COUNTY COURT REPORTERS 805.963.3900

Page 183





O© 00 N O O b W DN -

N NN R R R R R R R PR,
OB WNEF O OOWLWNOOUO MAWRNRO

Page 184

al nost every award that the arbitrator made, the
arbitrator's second award, or revised -- |'msorry,
revised award and opinion on remand of August 2012,
that's page 3 of our Exhibit F. He said -- can you read
itemNo. 1, please?

MR. BALLANTINE: You mean the award on page 3?
It says what it says.

WTNESS: The anount of the tenporary increase
I's, money sign, dash zero dash per nonth, period.
BY MS. DAVIS:

Q So the arbitrator confirned the awards vacated

in that award?
MR, BALLANTINE: \Vell, objection.
Argunentati ve.
ARBI TRATOR: It is. The document says what it
says. Let's nove on.
BY MS. DAVIS:

Q  And then during the court proceedings with
Judge Anderle, did he also say that the $320,000 coul d
be charged to the homeowners?

A. M understanding, it was remanded back to the
arbitrator for that decision.

Q  For the $320, 0007

A, That's my understanding.

Q O a different anount?
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A | don't have the exact amount, but it was what
we had in the reserve anount, which | think was a little
over $320, 000.

Q  Would you look at your Exhibit 36, page 26
paragraph 4.

MR BALLANTINE: Page what?

MS. DAVIS: Page 26, paragraph 4.

MR. BALLANTINE: There's a lot of stuff on
that page. |s there sonething we should | ook at?

ARBI TRATOR:  Paragraph 4, "The finding of the

arbitrator will include."
And the question is?
BY Ms. DAVIS:

Q  And the question is: Does that paragraph
indicate the judge ruled that $320,000 was not an
appropriate rent increase and that it should be vacated
per the Board of Supervisors.

MR. BALLANTINE: Objection to the extent it's
calling for a legal conclusion. The docunent says --

ARBI TRATOR:  Sustained. It says what it says.

MS. DAVIS: Onh, | finally get it. It says
what it says.

ARBI TRATOR:  Yes. It's in evidence. It's
been recei ved.

MS. DAVIS: You forget we're not attorneys.
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think is appropriate under the circumstances and | will
certainly consider that.
BY MS. DAVIS:
Q Did you discontinue that award as soon as the
judge's ruling was final?
A |"'msorry, | couldn't hear you. |'msorry.
Q Did you discontinue the $320,000 award that
was vacated by the judge?
ARBI TRATOR:  What do you mean "discontinue"?
| don't understand the question.
BY MS. DAVIS:
Q Discontinue charging the homeowners for that
awar d?
MR BALLANTINE: Objection. Vague and
anbi guous.
ARBI TRATOR: Do you understand the question?
WTNESS: As it wasn't final at the time, so
we continued.
ARBI TRATOR:  Ckay. It wasn't final at the
time so they continued.
Next question.
BY MS. DAVIS:
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Q  That award was final

ARBI TRATOR:  That's argunentative. Next
question
BY MS. DAVIS:

Q In the next paragraph, a separate amount was
remanded back to the arbitrator, but the $320,000 was
not .

MR BALLANTINE: Obj ection.

ARBI TRATOR:  (kay. It says what it says. |'m
not sure how that has anything to do with what we're
doing here or what they're seeking here and what you're
objecting to here.

MS. DAVIS: What we're objecting tois five
nore years of charging for a $320,000 escrow account
that was vacated by the Board of Supervisors and the
arbitrator and Judge Anderle, and he hasn't started
refunds and that constitutes a rent increase that's |ess
than 12 nonths, according to the ordinance.

ARBI TRATOR: Ckay. That's argunent. |If
there's evidence of that, | will consider that argument.
Whet her he knows about it or not, the documents are in
evi dence

MS. DAVIS: The docunents are in evidence,
yes. He's the manager, the managenent conpany of the
park. Shouldn't he know whether or not he discontinued
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that increase?

ARBI TRATOR:  Whet her he knows about what the
contents of the documents are doesn't change the content
of the document or their inport.

MS. DAVIS: Al right. The question | asked
is not inany of -- it doesn't come fromthe docunents.

ARBI TRATOR:  Ask your question again. You're
confusing me.

BY MS. DAVIS:

Q Wy didn't you stop charging the homeowners
for a vacated increase as soon as it was vacated, or |
shoul d say in 2014, when it was vacated?

A Ve felt --

MR BALLANTINE: Objection. Asked and
answered. But you can answer again.

ARBI TRATOR:  Answer it again.

WTNESS: W felt it was not final at that
time. W were still under appeals and nore appeal s and
continued this thing beyond appeal

They just appeal ed again |ast week, the |ast
arbitrator, again, decision
BY MS. DAVIS:

Q M. Waterhouse, could you speak a little
| ouder ?

A Yes. [|'msaying we've been under petition
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quite a few times with you, and we still don't have a
final notice of anything because this Tuesday you went
to the Board, back to the Board and asked themto appea
on your behalf again and remand it back to the
arbitrator after you -- they did it again for you so
there is no conclusion because you continue and the
County continues to remand it back.

It's been remanded back to a judge, remanded
back to the sane arbitrator. So the arbitrator in one
decision, that was remanded back, he made a second
decision, you didn't like that so it was remanded back
and now we're in another new one, and it's just
conti nui ng.

You keep remanding things back and we can't
get any final conclusion, and all we want to do is have
conclusion. W want to take care of this case and end
it and go on and take care of our own business. That's
all we're asking.

Q |'s the $320,000 escrow account still up for
renmand?

ARBI TRATOR: | don't know what you nean by "up
for remand.”

I's the $320,000, whatever the amount is, stil
in that account and that account exists?

WTNESS: No, your Honor. That noney has been
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spent on the roads and electrical already, and that's
the reason we're here, is getting a second fair rate of
return. Because it was remanded fromthe first
arbitrator. The County ordinance specifically states
that, in my opinion, that we can collect -- we're under
the inpression that we can collect the funds before we
spend them and we can have themin there, start
charging before we spend them

And the arbitrator gave us that latitude. And
then it was remanded back to the judge. The judge sent
it back to the -- remanded it to the arbitrator and he
woul d not rule, then, on that $327,000, | think it was,
inthere, and now we're in front of you because that was
remanded back to himseveral times and now we're
remanded back to him the whol e thing.

So it's a quagmre, unfortunately, for
everybody because now we're before you as an arbitrator
and it's just a constant battle. Every time we think we
have closure froman arbitrator, they appeal it to the
County and the County says remand it back

ARBI TRATOR:  So the $320, 000 has been -- or
$327,000 has been spent on inprovenents now?

WTNESS: Yes, sir

ARBI TRATOR:  Ckay.

Next question.
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BY MS. DAVIS:

Q And that is included in this rent increase?

A Yes, it is.

Q  So you really have no reason not to refund
homeowners the $320,000 from 2011 increase?

A. This is still being disputed. That's what
was saying, it's still being disputed.

Q M understanding is the anount that was in
question and renmanded back to the arbitrator is separate
fromthe $320, 000.

Since M. Ballantine himself testified on
Septenber 19 that none of the money had been spent --
it's in the transcript, your Honor.

MR BALLANTINE: Well, argumentative, |acks
foundation. The question was her understanding of such
and such, and that's not a question.

MS. DAVIS: Al right, here's ny question.

Q  Doesn't your attorney, M. Ballantine, say on
page 13 of his Septenber 19, 2011, transcript in his
openi ng statement that none of the noney had been spent?

A | don't have that docunment in front of ne.

Q It"s in the binder. It's your Exhibit 16
It"s your Exhibit 16, page 13, lines 18 through 24.

MR BALLANTINE: |'msorry, what is the
ref erence?
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ARBI TRATOR:  She's on Exhibit 16, page 13,
lines 18 through 24.

MS. DAVIS: Yes, your Honor.

MR. BALLANTINE: Page? |'msorry.

MS. DAVIS: The page nunbers of the transcript
itself are at the bottomor your page.

MR. BALLANTINE: That's what is confusing, one
of the things that's confusing me. | can go off either
page, | just need to know which one.

ARBI TRATOR:  Page 16, she said, lines 18
through 24. And I'mon page 16 --

MS. DAVIS: 13.

ARBI TRATOR:  Page 13, thank you.

This statement was made on Septenber 19, 2011
That's five and a half -- alnost five and a half years
ago. And he says "The third area is the infrastructure,
and it's $320,000. None of the noney has been spent
yet, although it's been paid in."

Okay. | assume that was the status of things
in 2011.

MR. BALLANTINE: Correct. [I'Il acknow edge
that's what the transcript says that | said. It wasn't
testinony but it was opening statenent. That's what was
said. M. Waterhouse just basically testified to the
same effect just now. That was the status at the tine.
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VWhat ever the relevance is here today, and | can't fathom
it, that is what he said.

ARBI TRATOR: M understanding is that it's the
petitioner's belief that noney that was put into that
account was to be spent for inprovenents, and that was
for part of the other award, and even though it hadn't
been spent they were being charged for it and therefore
that constituted a rent increase, and therefore your
notice of rent increase that's at issue here is invalid
because rent has been charged for the same thing,
essentially a double charge. 1Is ny understanding
correct? That's the allegation?

MS. DAVIS: That's close enough.

ARBI TRATOR:  So next question? That's what |
understand. |'mnot sure how probative or helpfu
that's going to be, but it may in some way affect
Dr. St. John's testinony and the nunbers he used to do
his calculations, | suppose. | don't know where yet.

MR. BALLANTINE: \Well, there may have been a
charge, but how that's a notice of rent increase --
they're tal king about a 2011 increase, but understood.
| just want to get through the facts and we can do
argunent |ater.

ARBI TRATOR:  Yes.

Okay, next question.
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BY MS. DAVIS:

Q As of the date that M. Ballantine made that
statement in his opening remarks, none of the $320, 000
had been spent, yet you're saying that that award is not
final because there's $62,000-plus that's been spent
fromthat, is that what you' re saying?

ARBI TRATOR: | didn't understand that
question

MS. DAVIS: That was a little convol uted,
wasn't it?

ARBI TRATOR: It was. The fact that there was
$320,000 in the account in September 2011, six years
ago --

MS. DAVIS: That's what I'mtrying to get to.

Q But on the next day of the hearing, M. Garcia
said that $62,145.55 of capital inprovements had been
spent. He didn't specify it was fromthe $320, 000
escrow account, but do you know if it was?

MR BALLANTINE: Well, I'mgoing to object on
that, your Honor. Now what she's doing is trying to
reargue a 2011 arbitration proceeding, | think, which is
unfortunately repeatedly under appeal by the homeowners
because they don't like the result.

MS. DAVIS: That's your interpretation.

M. Ballantine, please.
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ARBI TRATOR:  Let him make his objection

MS. DAVIS: Al right.

MR. BALLANTINE: It seems to nme that this is
all very collateral, but | do object to this ongoing
questioning. The question itself was argumentative.
object on the grounds of relevancy. | object on the
grounds of, potentially, attorney-client privilege
communi cation to the degree she's asking the wtness
procedural things that happened in another arbitration
proceeding. That may potentially still be subject to a
pendi ng proceedi ng because of the homeowners' appeal .
But really, the fundamental objection is relevancy to
this preceding.

ARBI TRATOR:  Wet her the $62,000 canme out of
there or not, | can't see the relevancy. Sustained.

Next question.

BY MS. DAVIS:

Q Then I'lIl back up. You said that the award of
$320,000 -- actually, you said the arbitration isn't
final. That is true, but did you also mean that the
vacation of the $320,000 award was not final as well?

ARBI TRATOR:  Well, that calls for a lega
conclusion on his part, and whatever his opinion is is
not a matter of law so I'mgoing to sustain ny own
objection to that.
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Let's nove on. He can't give you |ega
opinions. \Wether sonething is or is not final is a
| egal question.
BY MS. DAVIS:

Q  Even though the 2011 arbitration isn't final
do you intend to refund homeowners overpaynments of the
$320, 000 escrow account ?

MR. BALLANTINE: Vague and anbi guous as to

time.
WTNESS: (No audible response.)
BY MS. DAVIS:
Q  Wen?

ARBI TRATOR: Vel |, the questions nake it very
tough to rule intelligently on objections

MR. BALLANTINE: | nean | guess the probl em
I's, your Honor, | mean | spoke of this. |It's been a
long time now | did speak of that issue, and | think
M. Waterhouse did, too, at the first arbitration
hearing, and we acknow edged that there is potentially a
rent credit due to the honeowners for some of that
money, and the problemis that the argument is we don't
know what that nunber is until it's final, and we've
been hoping for a long tine for finality and yet due to
the extraordinary time the County has taken to resolve
this, and the multiple, really, unsuccessful appeals by
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the homeowners have sinply protracted it.

So it's acknow edged that there may be
somet hing owing, but the park is in a box because they
don't have finality on the one proceeding and yet the
homeowner s have resisted the rent increase on the basis
of any capital expense itenms in this proceeding as well,
and so now the park owner has objected to two
arbitration proceedings initiated by the homeowner.

But my conment and | did address that genera
issue in the opening statements, we're aware of that.
M. Waterhouse has testified that he wants finality so
he can work out some rent credits. | don't see that
this Iine of examnation is particularly productive,
however, to any resolution of an issue in this
proceeding, at |east the way that they're being asked.

ARBI TRATOR:  |'mnot sure that any rent
increase that | do or don't approve is going to have any
effect on whatever credits may be due to the homeowners
under the other case when that case ultimtely becones
final.

MR. BALLANTINE: Yeah, right, exactly. |
think they are independent, and if we w nd up having
finality here and finality there, great, then we'll know
where we're at and there will be some determnation that
can be made.
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The park owner's problem of course, is that
it's still a live case and the park owner could do
certain things in the other case, we're not anending the
prior case, and then this case is resolved and the park
owner doesn't get the rent pass-through in this case
when the park owner has waived all right is,
potentially, in a situation of waiving things. So the
way we see that is ultimtely they have to be determ ned
on the merits and if there's a final ruling that
ultimately means that the park owner owes something, the
park owner --

ARBI TRATOR:  The park owner obviously will pay
it.

MR BALLANTINE: The park owner will pay it.
They' || have to pay it.

But the flip side is the park owner -- the
park owner is entitled to get -- we think the park owner
is entitled to collect that one place or the other, and
the homeowners are saying no in both places, and that's

the problem
So we're just follow ng the ordinance, trying
to resolve this. | understand to some degree the

concern and the frustration by the homeowners about that
issue. W share the same frustration. We'd love to
have finality, but | think at the end of the day
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procedural |y we have to follow the procedures that the
ordi nance forces us to follow and so they are

I ndependent proceedings. And that goes back to ny
ongoi ng obj ections of relevancy of questions about this
old -- this 2011 arbitration proceeding. They're sinply
not relevant to anything determ ned here.

And as your Honor indicated, if the park owner
wi nds up ow ng sonething on the 2011 proceeding, which
they may, then they'll have to pay it one way or the
other. That's independent of this proceeding. W'd
| ove to have some proceeding final so we know where
we're at.

ARBI TRATOR:  (kay.

MR. BALLANTINE: Thank you for listening to
that, your Honor.

ARBI TRATOR:  That was |onger than it needed to
be.

MR BALLANTINE: It was, | agree.

MS. DAVIS: \What was the objection?

MR. BALLANTINE: Rel evance.

ARBI TRATOR:  \What we have is this.

MS. DAVIS: |'msorry?

ARBI TRATOR:  What we have is. W have
apparently, a $320,000 order for an inpound account in
the earlier arbitration. That noney was apparently
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deposited into the inmpound account. Sonme of it has been
spent, not in 2011 but sonetime subsequently for
I mprovenents in the park.

If there was nore nmoney in the account than
was spent for those inprovenents, it would seem
reasonable to believe that sonetine in the other case
there will be an order refunding the bal ance, whatever
it is -- $100,000, $20,000, whatever it might be -- to
t he homeowners

MS. DAVIS: That's not true, your Honor

ARBI TRATOR:  Real ly? Wy wouldn't it be?

MS. DAVIS: For the 2011 case, none of the
$320, 000 was spent within a tinme period required and
before this rent increase

ARBI TRATOR:  Well, that's argunent.

MS. DAVIS: My | continue?

That account has now been spent on this rent
increase. So we're paying twce, essentially, for the
sane rent increase of an escrow account of $320,000, and
what was in the escrow account that managenent paid
towards 333-plus Kin this rent increase.

|f any of the noney was spent before this rent
i ncrease that had anything to do with 2011, he would not
have had $333,000 in the account to spend.

ARBI TRATOR:  That depends on when it was
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spent. |'mnot going to get into an argument with you
m'am |'mgoing to direct you to get another subject
matter. | think the $320,000 that was in the account,

if noney is owed to you in that context, that is for the
judge or the arbitrator in that case to determne, not
for me to determne

Right now I'mdealing with a $105 and change
increase in rent based on the testimony of Dr. St. John
as to how he cal culated what the anortized inprovenents
woul d have cost, and therefore they say they are
entitled toit. | don't know what |'mgoing to decide
onit. | understand your position, but what you're
doing now is essentially trying to argue your case in a
context -- or | understand that you're doing that,
you're doing that in the context of trying to
cross-exam ne sonebody, and that's not proper.

So let's get on to one of the other subject
matters that you say you want to do, because we are
qui ckl'y running out of time here.
BY MS. DAVIS:

Q M. Waterhouse, when did you obey the code

viol ations?

MR. BALLANTINE: Objection. Lacks foundation
argumentative, lacks foundation.

ARBI TRATOR:  It's late.
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MR. BALLANTINE: |'msorry, your Honor, but
that is a significant issue. It's argumentative and in
that it assumes there are code violations that
require -- to ask "Wen did you obey the code
viol ations" --

ARBI TRATOR: | assume she neans whatever the
PUC was conpl ai ni ng about.

MR BALLANTINE: | think it's actually
Pl anning & Devel opment, but | think the problemis if he
answers the question as framed, then he has to say that
there were code violations.

ARBI TRATOR: O arify your question

MS. DAVIS: Yes, your Honor.

Q M. Waterhouse, when you acquired Nomad
Village, did you beconme aware that the County had cited
the prior owner for code violations for the electrica
infrastructure?

Yes, we did.

And how did you learn of that?

Through the previous owner

Through M. Bremmer (phonetic)?

Yes, ma' am

And you had an ongoi ng dial ogue -- after you
acquired the park, you had an ongoi ng dial ogue with the
County about their perception of code violations and

O >0 >0 >
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your perception of not code violations, is that true?

A Yes.

Q  You didn't agree on whether or not they were
code violations, but the County did send you nore
notices of violations and notices of determnations of
fines?

A. W did not agree with the County that there
were code viol ations.

Q |"'msorry, | didn't hear that.

A. W did not agree with the County that there
were code viol ations.

Q  Yes, | understand. You disputed, in fact, but
you still received another one or two letters of code
viol ation?

MR BALLANTINE: Objection. Vague and
anbi guous as to "you."
ARBI TRATOR:  Sust ai ned.
WTNESS: Like if I receive a driving ticket?
ARBI TRATOR:  Sust ai ned.
Next question or clarify it. The question as
posed is vague.
BY MS. DAVIS:

Q Did you receive any code violation letters
fromthe County?

MR. BALLANTINE: Vague and anbi guous as to,
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you." Do you nean the entity or him personally?
ARBI TRATOR:  Are you aware of any code

viol ations received by you or your conpany fromthe
County about code violations?

W TNESS:  Yes.

ARBI TRATOR:  Thank you.

Next question.

MS. DAVIS: Thank you.

Q  Eventually you communicated to the County that
you would like to settle the code violation issue once
and for all, didn"t you, by outlining an agreement on
how it woul d be handl ed?

A. \ disagree with the violations, and we went
to them M. Ballantine went to them and explained to
themthat they were not -- that we didn't feel there
were any violations in the sense of health and safety,
life or linb, as they say, and through negotiations of
the common area, two transformers and Space 92, they
then agreed with us that their previous violations were
not correct and that we were right. They made no
charges against us, no fines, no penalties, and
everything was wi ped cl ean.

Q I'msorry, your exhibits today of the
agreenent and the amended agreenent?

ARBI TRATOR:  Those exhibits are in evidence
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and have been received. | don't need to hear the dates
and so forth. You can put themin your closing
argument .
BY MS. DAVIS:

Q | just wanted to ask. M. Ballantine

nentioned $2,000. \What was that?

A, That was a charge. The County charged us for
their labor cost to conplete that transaction. And it
was never passed through to the residents in any of the
I ncreases.

BY MS. DAVIS:

Q  Nevertheless, between M. Bremmer's ownership
of the park and your ownership of the park, how |ong do
you estimate the disagreenents |asted about the code
viol ations?

A | don't recall the exact dates. | know it
| asted quite a while because we had to show information
to themthat they did not understand how Housing and
Communi ty Devel opment State rules or the County rules,
and that was one of the issues so it was an educationa
experience for them which took themquite a while to
understand and grasp. Once they did, they agreed with
us and we settled with themwth no violations, no
fines, no penalties. And $2,000 again was paid to them
for their services, and it was not charged to the
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residents.
Q  And that was a private agreenment between you
and the County of Santa Barbara?

MR BALLANTINE: Objection. Vague and
anbi guous. | don't know what the term"private
agreenent” means. The agreenent is in evidence.

ARBI TRATOR:  The settlement agreement has been
received. | don't remenber the exhibit nunber, but it's
in evidence.

MS. DAVIS: Al right. What | nmean is, were
the homeowners part of that agreenent?

MR. BALLANTINE: Vague and anmbi guous.

ARBI TRATOR:  \Were the homeowners signatories
to the agreement? | don't think it matters. Were they?

MR BALLANTINE: No.

WTNESS: No

ARBI TRATOR:  (kay. The honeowners were not
involved in the dispute. The County was not making any
cl ai ms against them were they?

WTNESS. No, there's no claimagainst the
residents thenselves. W were basically dealing with
the County separately.

ARBI TRATOR:  (kay.

BY MS. DAVIS:
Q Did you say the homeowners weren't involved in
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this dispute?

ARBI TRATOR:  Ma'am nove on. The County did
not charge the homeowners with any violations. The
settlement between the park and the County was between
the park and the County and no, the homeowners were not
signatories to the agreenent. \here else do we need to
gowth it? I'mnot sure how probative it is to
anything that's here anyway. You have established what
| think you've wanted to establish. The honmeowners
weren't part of the agreenent. They didn't have any say
in the outcone.

MS. DAVIS: Yes, your Honor.

Q  One of your letters on October 21st, 2008, you
mentioned that you were planning an upgrade to 100 anps
for the entire park. Did you cancel that project in
favor of something else?

MR. BALLANTINE: Objection. She's asking
about a letter from 10 years ago, nearly 10 years.

ARBI TRATOR:  Sust ai ned.

Move on, please
BY MS. DAVIS:

Q Wasn't the arbitration final, how do you
intend to refund homeowners' overpayment?

MR. BALLANTINE: Objection. Argunentative,
assumes facts not in evidence.
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ARBI TRATOR:  Sust ai ned.

BY MS. DAVIS:
Q  Wen?

ARBI TRATOR:  Sustained. [It's speculative.

MS. DAVIS: Your Honor, could you explain
sonething to me, please?

ARBI TRATOR: 1" 11 try.

MS. DAVIS: If I'mnot arguing with
M. Waterhouse, how is the question argumentative?

ARBI TRATOR: It is argunentative in ternms of
what you're trying to get the court to do. It is
argumentative in form It's not that you are arguing
with him it is argunentative in legal form [It's
sonething that should be in argument, not a question to
a wtness. That's what argunentative neans.

MS. DAVIS: Oh, so it inplies that |'mtrying
to get you to do something with my question?

ARBI TRATOR:  Well, you're always trying to get
me to do something through your question, just as they
are, but the formof the question, if it's sonething
that belongs in argument, and is not an evidentiary-type
of issue that is relevant, if it's argument on how to
interpret the evidence, then it's argunentative.

MS. DAVIS: Is the rent control ordinance
evi dence?
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ARBI TRATOR:  The rent control ordinance has
been received in evidence, yes.

MS. DAVIS: My | refer to the rent contro
ordinance to ask a simlar question?

ARBI TRATOR:  Sure wi sh you guys had | awyers.

VWhat is the exhibit? Let me find it in the
index. Exhibit 12. Direct me to what you're | ooking
for.

MS. DAVIS: The ordinance allows park owners
to collect and retain rent increases in an escrow
account until arbitration is final, but it also requires
managenent to refund any rent credit toward future
rents. That's what | would Iike to ask about.

ARBI TRATOR:  Well, if it has to do with the
2011 case, it's not something that 1'mgoing to be
ruling on.

MS. DAVIS: No, your Honor

ARBI TRATOR:  I'mruling on this rent increase
|'mnot going to order any refunds fromany escrow
account fromany prior case.

MS. DAVIS: Your Honor, that wasn't ny point.

ARBI TRATOR:  Then you're going to have to be
nore clear because |'mnot understanding you.

MS. DAVIS: |'d just like to know how and when
he thinks he will refund.
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ARBI TRATOR: | don't see how that's probative
of anything.

MS. DAVIS: It's not appropriate?

ARBI TRATOR:  No, | say it's not probative of
anything here in dispute.

|"'meither going to award or not award the
rent increase, I'mgoing to nodify an award, |ess than
they want, |'mgoing to do something. | don't know
what, but when or how they are going to pay anything is
not sonething |'mgoing to make an order on in this
case.

VWhatever is owed in the 2011 case is going to
be adjudicated in the 2011 case. |If there's noney left
over in that 2011 case, the judge or the arbitrator wll
order it refunded. | don't have jurisdiction to do
that. | wasn't the arbitrator in that other case when
that $320,000 was sequestered, so you can't get there
fromhere with ne.

MS. DAVIS: Yes, your Honor.

ARBI TRATOR:  Because it's not relevant to this
case, as | seeit.

MS. DAVIS: Ch, then we were not on the record
when M. Ballantine told M. Waterhouse how the refund
woul d be handl ed before we got on the record on Novenber
18?
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ARBI TRATOR: | don't have a verbatimnenory of
all of the testinony in six-plus, seven-plus years of
hearing we had on the 18th of Novenmber. |'msorry,
don't.

MS. DAVIS: Well, | renenber the comrent.
can't remember if it was on the record or not.

But you say that ny questions are
argunent ative.

ARBI TRATOR:  No, | sustained argunentative
objections to sone of your questions, relevance
objections to sonme of your questions, overruled
objections to sone of your questions. Let's proceed.
BY MS. DAVIS:

Q | have one question about the neet and confer
I ssue, M. Waterhouse.

MR. BALLANTINE: Your Honor, it would save
sone time. Your Honor may recall you specifically ruled
on the neet-and-confer issue after we had some argunent
at the last hearing. You found it was sufficient. |
don"t think we should revisit that.

ARBI TRATOR:  There was neet - and- confer
testinony before. | thought it was pretty thoroughly
done. 1'mgoing to let her ask a few questions and see
where it goes.

Ask your questi ons.
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MR BALLANTINE: Thank you.
BY M5. DAVI S

Q Wy, out of common courtesy, didn't you give
honeowners reps one copy of your rent increase
docunentation before the schedul ed meet and confer?

A, Ve made themavailable at the clubhouse, the
manager's office, for you to review

Q |'msorry, M. Waterhouse, that wasn't ny
question

You did what you were required to do only.
| m asking you, out of conmmon courtesy, why didn't you
al | ow the homeowners to have in their hands one copy of
t he docunentation?

A. You're correct, | did what | was required to
do by the ordinance. | did that. And if you recall
after the meet and confer, we gave everyone a copy in
t he HOA

Q After.

A, \\ regrouped, but we did what we were told to
do and fol I owed the ordinance and nade it available to
the HOA. Then after regrouping, we decided to go ahead
and give a full copy to each HOA nember, which we did
after the meet-and-confer neeting.

Q Yes, that is true

A.  Thank you.
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Q  So you did what was required.

A, Absolutely.

Q I'msorry, you did what was required, right?
A Yes.

Q

Does that nean it was right?

MR. BALLANTINE: Objection, your Honor.

ARBI TRATOR:  From ny perspective, that doesn't
matter. The issue is whether or not the meet-and-confer
requirenents were conplied with. |If doing nmore than
that needed to be done when it was right, then the

ordi nance shoul d have been changed. Al anybody has to
do is conformto the ordinance.

MS. DAVIS: Well, actually in the rules for
hearing, your Honor

WTNESS. Your Honor, may | just say
sonet hi ng?

For the record, in the beginning we did not
know, they refused to give us who the HOA nenbers were,
so it was inpossible for us to give thema copy. Wen
we asked who the HOA nenbers were, they refused to give
us names and addresses so we couldn't even give thema
copy at that time, even if we cared to do so. So she's
correct, it was available to themat working hours and
they could go and look at it, and then after the neet
and confer once again we did give thema full, conplete
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copy of everything.

ARBI TRATOR:  (kay. Let's nove on to anot her
subj ect, please.

MS. DAVIS: Your Honor, we will provide
evidence in our post-hearing brief that contradicts what
he just said.

MR. BALLANTINE: | thought it was already
ruled on. It would be nice, your Honor, if we could
narrow the issues.

ARBI TRATOR:  Next subject matter.

MS. DAVIS: No nore questions, your Honor.

ARBI TRATOR:  Thank you.

Any redirect?

MR BALLANTINE: Just a nmonment with
M. Waterhouse. | don't think so.

Thank you for the nonent, your Honor. No,
not hing further.

ARBI TRATOR:  Thank you very much.

Any other witnesses to be called by the
petitioner?

MS. DAVIS: CQur only expert wtness couldn't
make it today. He was hoping to be here this afternoon,
but he has not arrived so no, your Honor.

ARBI TRATOR:  Ckay. The only thing we haven't
dealt with, according to ny notes, are the original
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exhibits offered by the petitioner, A B, C and D
They were marked for evidence.

MS. DAVIS: That was our expert wtness who
couldn't be here.

ARBI TRATOR:  They are sinply -- with one
exception, there's only one document, | think, which is
Exhibit C, that | haven't seen before. QO herw se,
think all of the other documents are duplicates so maybe
they are all duplicates of some things that are already
in fromthe respondent.

I's there any reason they can't be received for
what ever val ue or probative value they may or may not
have?

MR. BALLANTINE: | don't know what they are,
your Honor

ARBI TRATOR: A is Nonad Village MNO anal ysis
2007- 2010, Table 3A

Nomad Village fair return analysis 1994 to
2009, Exhibit B.

MR. BALLANTINE: No objection to those.

ARBI TRATOR:  "A Conparison of Return on
I nvestnment” listing the nobile hone parks in California,
Exhibit C.

And Dis "Nomad Village Return on Capital Net
Operating Incone.” It's beginning August 2008 and goi ng
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through February 2016. Exhibit D

Any reason why those cannot be received?

MR. BALLANTINE:  Your Honor, A and B no
obj ecti on.

Cand D, yes. | think that the last hearing
when they were proffered we objected because we said
there was no foundation. M. Alen indicated that he
had prepared those and he was going to testify about
them and he has not come today to testify. [|'m not
unsynpat hetic, but we at great expense have travel ed and
we're here today ready to go.

ARBI TRATOR: Take a close | ook at Exhibit C
It doesn't have a foundation, that's true, but is the
objection lack of foundation for Exhibit C?

MR. BALLANTINE: That's ny objection

You know what, if your Honor would prefer that
we defer on the objection, | can ask a quick question of
Dr. St. John. Maybe we don't have an issue with them
My concern is we haven't tal ked about them and I'm not
sure what that neans that ultimately once they are in
evidence, and | may see argunments that are about the
contents that are problematic, but we haven't had any
cross or anything like that, so --

ARBI TRATOR:  You want to let himask questions
of Dr. St. John to see if he can lay a foundation for
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Exhibit C? Nobody has told me what Exhibit Cis or
where it came from
MS. DAVIS: And | don't have a copy of it.
ARBI TRATOR:  Madam Clerk, would you take it to

her .

MS. DAVIS: I'Il do ny best.

ARBI TRATOR:  I'Il let counsel ask the
questi ons.

MR BALLANTINE: | didn't nean to examne it
on the record. | wasn't planning to authenticate the
other side's exhibits, your Honor. It was whether or
not | had an objection. 1'd like to get some

consul tation.

ARBI TRATOR:  Does he have this exhibit there
now?

MR BALLANTINE: He does.

ARBI TRATOR:  |'msorry. | msunderstood.

MR, BALLANTINE: |'msorry, | wasn't very
clear. | apologize.

ARBI TRATOR: M fault.

Ms. Davis, | msunderstood. All he wanted to
do is have Dr. St. John look at it to see if there's any
objection to its content, not necessarily its
authenticity.

MS. DAVIS: \Vhile they're |ooking at it, your
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Honor, would it be appropriate for me to redo
homeowners' Exhibit Mand resubmt? Al though I'mnot an

expert, like Dr. St. John, he was all owed.
ARBI TRATOR:  No. \What's been received in
evidence is not going to be redone. | mean formal rules

can be relaxed in a hearing such as this, but I'm not
going to |l et evidence be redone, no. The evidence is
what the evidence is.

MR BALLANTINE: If this will help, your
Honor, on your question, C we don't have an objection to
your taking Cin.

ARBI TRATOR:  Thank you. C wll be received
What about D?

(Exhibit Creceived into evidence.)

MR. BALLANTINE: D we do object to. There's
no foundation. The concern about Dis it's got a whole
bunch of purported nunbers about Nomad Village's
operating incone that we don't think are correct, either
factually or analytically. There's been no foundation
so we do object to that.

ARBI TRATOR:  Exhibit Cis received; Exhibit D
is not, it sinply remains marked for identification.

Al right.

MR. BALLANTINE: |'msorry, then for the rest,

I"'mnot sure if | -- there's some that |'mnot sure what
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happened with. Can we go through the rest of then?

ARBI TRATOR:  Rest of their exhibits? | think
all of themwere received. Let's see, C--

MR, BALLANTINE: | wasn't aware that they were
because |'ve got sone concerns about the exhibits and
I"11 explain why.

ARBI TRATOR: | don't want to ask our
di stingui shed reporter to go back and see if we didn't
get themall in, but | thought we did.

CLERK: It came out of the binder, so | don't
have the A, B, C, D

ARBI TRATOR: W just did A, B, Cand D

MR. BALLANTINE: | didn't think we had rul ed
on the others, your Honor.

ARBI TRATOR: | thought we had earlier today.
Am | renenbering incorrectly?

MS. DAVIS: He didn't object earlier today.

ARBI TRATOR:  That's what | thought. | asked
i f they could be received wthout objection and | think
the answer was no.

MR. BALLANTINE: | thought | said there was
some objection. You may have said that and | may have
m sunder st ood.

ARBI TRATOR:  As to the ones that we didn't
receive before, | knew you had some objections. | asked
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about that again, you said no, and | said they are in

VWhat about these that we just received, the
packet that she gave all of us that | didn't get,
apparently, and the clerk had not seen before our
noontine break, and when we came back, | think the first
thing | saidis, "Can these be received?" and | may have
made a note

| received 50 through 53 of the respondent's
exhibits.

MR. BALLANTINE: W had some after |unch, your
Honor, that | proffered. Actually, those may have been
before lunch, but then I had some after |unch.

ARBI TRATOR: | don't see my note, but in al
candor my recollection is | asked if there was any
objection to the packet that the defense submtted and
believe there was none and | said "Received." | think
that's right. Understand that in a, quote-unquote,
court trial or an arbitration hearing, nost judges know
what is relevant and what's not. But if we want to go
through themone at a tine again.

M. MCure, do you --

COURT REPORTER: Do you want ne to look for a
particul ar nunmber?

ARBI TRATOR:  We're | ooking for Exhibits
beginning with Exhibit E
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Vel |, get your exhibit book out and let's
begin with Exhibit E

MR. BALLANTINE: | think I can expedite this,
your Honor. | think I have only very limted
objections. If | can just have a mnute with ny client,
| think we can do this super fast.

ARBI TRATOR:  Absol utel y.

MR. BALLANTINE: Thank you, your Honor.

The only one we have an objection to is -- at
| east on admissibility, would be M That was that M\O
supposed analysis that Dr. St. John was exam ned on and
| think it's not in, in any event. That was that one
page.

ARBI TRATOR:  |'m | ooking for Exhibit Min ny
stack here.

WTNESS: It's one page

ARBI TRATOR: Did | hand that back to somebody?
No, here it is, I've got it.

This was the one that Dr. St. John was
exam ned on. He said yes, you have the right categories
but you have the wong nunmbers. And, no, it doesn't --
yes. So Mis not received; the rest of themare.

(Exhibits A, B, C, D, E F, G H

I, J, Kwere received into evidence.)

MR. BALLANTINE: Thank you. Let ne just note,
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this is a housekeeping thing or sonething, but what |
was given, nmy Exhibit L also has another Exhibit M

stapled toit. I'mthinking if that is there as well
then | do object to Exhibit L having a conpanion Exhibit
Mattached toit. | think it's just a matter of having

t he docunent cleaned up.

ARBI TRATOR: Al right. 1'mnot going to pul
themapart here, I'msinply going to draw a line through
it and | won't consider it. That's received with the
exception of what is Exhibit M

(Exhibit L received into evidence.)

MR BALLANTINE: Thank you.

ARBI TRATOR: Al right. Both sides have
rested. Al the exhibits have been accounted for. It's
quarter to 4:00. This case cannot be argued in the
context of things in a helpful way in about an hour and
five mnutes, so here's what we are going to do.
Everybody get out your cal endars.

Ms. Davis, what |'m proposing here and about
to order is witten briefs for closing argunment. You
made a conment a nonment ago and | want to caution you,
you'll do it however you're going to do it, but you said
you were going to submt some additional evidence with
your argument. Evidence is closed. The argument is
going to be talking to me about the testinony,
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inferences | should draw, conclusions | should draw from
the testinmony, the exhibits that have been received.

MS. DAVIS: It is not an additional exhibit,
it's in the exhibits.

ARBI TRATOR: It is in the exhibits? Ckay.

You said you were going to submt additional evidence,
and | --

MS. DAVIS: No, what | meant is that | wll be
tal king about it.

ARBI TRATOR:  As long as it's in evidence.
Understand, and | know that counsel understands this, if
you were to submt another document to me that he is
going to argue about in his closing brief, I'mnot going
to pay any attention to it because it's not evidence
because the other side hasn't had an opportunity to
respond to it.

MS. DAVIS: O course.

ARBI TRATOR:  So it was just sinply a
m sstatement on your part or | msunderstood. W now
understand each other on that issue.

MS. DAVIS: Crystal clear, your Honor.

ARBI TRATOR:  Thank you.

So the question is, today is the 10th of
February. By when can the petitioner be prepared to
have their opening argument in witing sent to the
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clerk, sent to me, sent to defense counsel? Do you need
a week, do you need two weeks, do you need 10 days?

| don't know who-all is going to be working on
it, whether it's going to be you, the gentleman whose
nane |'m bl anking on his nane, M. Pizano, or
Ms. Hanrick or whoever it mght be is going to help
author it, somebody is going to have to sign it as the
representative of the homeowners' association. But how
soon can you have that done? 1'll give you reasonable
time to pore through your notes, all of the exhibits,
outline, and then later wite a cogent argument for nme?

MS. DAVIS: There are two post-hearing
argument s?

ARBI TRATOR:  You're going to subnmt an
argunent. He's going to reply. You have the burden of
proof so you get to do -- he's going to oppose, he's
going to give me an opposing brief. You get to have a
rebuttal, or final, brief, not giving me new stuff but
simply responding to what he says.

MS. DAVIS: (Okay. And the tinme line is ours
first.

ARBI TRATOR:  That's correct.

MS. DAVIS: Twenty days?

ARBI TRATOR:  (nj ection to that?

MR BALLANTINE: No, that's fine.
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ARBI TRATOR:  Fine with me. So 20 days from
today, with the short month, would be the 1st of March.
Did I count that right, Madam C erk?

MS. DAVIS: 2nd of March, | believe.

ARBI TRATOR:  2nd of March. \hether that's 20
or 21, you say 2nd of March, that's fine with ne.

MS. DAVIS: |'mnot that good at math.

ARBI TRATOR:  That's why I'ma lawer. | love
physics. | study the evolution of the universe, and
have books and books and books on that.

So by 3/2/17, served plaintiff's
brief/closing.

Now, as far as |'mconcerned they can be
served electronically. If you're going to serve themon
me, you're going to serve themon -- what is the office
e-mail? | know mine but -- you're going to serve it on
Judgel ong@DRnedi ati on. com you're going to send a copy
of that to Sandy@DRmedi ation.com

You're going to also send that to the clerk's
office, or deliver a disk, | guess, to the clerk's
of fice.

That's what you want, rather than paper,
correct?

For the service on the clerk, you're going to
make sure that it's on a CD and you're going to deliver
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a CD copy to the clerk no later than close of business,
March 2.

You'll serve it by e-mail on defense counsel
| don't have M. Ballantine's -- | have it right here
No, | don't.

MS. DAVIS: W have his e-mail, your Honor

ARBI TRATOR:  You have his e-mail?

MR BALLANTINE: W have exchanged e- mai
before. It's the same e-mail

ARBI TRATOR:  Same, okay. |'ve got it in
anot her not ebook.

MR BALLANTINE: | can say it on the record.
It's JPB, ny initials, JPB@allantinelaw. com

ARBI TRATOR: Al right. Terrific.

MR. BALLANTINE: And your Honor, do
under stand CDRmedi ation.comis one word?

ARBI TRATOR:  One word, yes. And I'mtold it
gets through both upper case and | ower case but it's on
my business card as |ower case.

MR BALLANTINE:  Okay.

ARBI TRATOR:  So assuming you have her brief by
March 2nd, how nuch tine do you need for a reply brief,
or opposition brief, rather?

MR. BALLANTINE: Probably 20 days as well.

ARBI TRATOR:  (kay. If we go 20 fromthe 2nd
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you' d be due on the 22nd.

MR BALLANTINE: Yes.

ARBI TRATOR:  So 3/22/17, also service by
e-mail, but CDto the clerk.

MR. BALLANTINE:  Your Honor, then | woul d
propose that | will include in that our application for
fees and costs related to these proceedings.

ARBI TRATOR:  Yes, it is appropriate for
post-trial notions. Include that in there. And | need,
then, your final brief. Do you want another 20 days
fromthe 23rd?

MS. DAVIS: Personally | would, but what do
you think woul d be appropriate?

ARBI TRATOR:  Well, it's not my case, it's your
case. | want you to have the tinme so that nobody can
say |later as part of an appeal, if there is one, "The
judge didn't give me enough tine."

MS. DAVIS: Yes, your Honor, we agree, 20
days.

ARBI TRATOR:  Twenty days, okay, fromthe 23rd
of March, 20 days would be due on or before April 11

|'"mgoing to consider the matter submtted --
just in case there are any glitches in getting service
done, |I'mgoing to have the matter deemed submtted on

April 14.
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MS. DAVIS. Is that the sane as the record
closed on April 14?
ARBI TRATOR:  No, what that neans is that's ny

time to get a witten ruling out begins. | have, in
theory, 90 days in which to do that. | don't take that
long normally. | get themdone pretty darn quickly

because | want to get themout of ny hair, if | had any.

| have, legally, 90 days to get out a witten
ruling fromthe day it's submtted. |'mtelling you
|"'mgoing to deemit submtted -- just in case there are
any glitches in service of the briefs that | need, |I'm
going to deemit submtted on April 14, 2017. M 90
days, and I'mnot going to count them runs fromthen

It is not ny practice to draw out and not get
opi ni ons done quickly, and | said with my tongue in ny
cheek because | want to get it out of ny hair, if | had
any.

MS. DAVIS: On, that's what | m ssed

ARBI TRATOR: | don't mean to be frivolous with
you. | want to give you the best shot | have

Now, one of the things | want both sides to do
in their opening brief for the petitioner and in the
opposition brief fromthe defense, | want you to tell me
what it is you are asking me to do, why, and references
to the evidence that just identifies what you're telling
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ne.

If you want to give me -- "If you don't do
this, Judge, but please do that instead" or sonething
like that, please give ne what you're |ooking for and
why so | can try to put it in context and understand
what it is | amgoing to be required to do.

This case is, in ny view, not particularly
conplex, but it is god-awful convoluted, so | want you
to help me help you by being focused and by telling nme
what it is you want ne to do, why, and what the evidence
I's that supports your position. And he'll do the sane
thing and you'll get the last shot on why | shouldn't do
that .

MS. DAVIS: Two questions.

ARBI TRATOR:  Yes, ma'am

MS. DAVIS: You nentioned in Novermber you
wanted an analysis of Galan versus Gty of --

ARBI TRATOR:  Yeah, nobody did that for ne
today. The Galan case --

MR. BALLANTINE: Did you want that for today?
| apol ogi ze.

MS. DAVIS: Wuld you want it for the
post-hearing briefs?

ARBI TRATOR:  Well, | can pull up Galan.
think | have the cite. Do | have the cite?
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MR. BALLANTINE: It's recited in our brief,
|"'msure, but 1'd be more than glad to e-mail that to

you and |I"Il copy --
ARBI TRATOR:  (kay. And | have Lexis. If you
just e-mail me the cite, I'l'l pull it up, or if you want

to download it and send it as an e-mail attachment,
that's fine. Just copy her so there's no ex parte
conmuni cation

MR. BALLANTINE: That's a good point, your
Honor. So |I'mclear, when | communicate with the
homeowners, then, at this point on I'Il be comunicating
with Ms. Davis, then, as the homeowners representative
is that correct, at the e-mail address you've given ne?

MS. DAVIS: \Well, technically, Deborah Hanrick
is still lead rep, but she is going on a mssion

MR. BALLANTINE: | don't want to be subjected
to having a bunch of people I have to worry about
conmuni cating wth.

MS. DAVIS: Yes.

ARBI TRATOR:  Yes, I'Il just sinply say it wll
be Ms. Davis's responsibility to get to Ms. Hanrick
what ever Ms. Hanrick needs to see. M. Hanrick was not
here the first time, she was here only for this norning.
| would --

MS. DAVIS: And she goes out of the country.
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ARBI TRATOR:  (kay.

MS. DAVIS: So if | may be listed with the
County as being a representative that they can
communi cate with, |'d appreciate it.

ARBI TRATOR:  (kay. Be sure that the clerk has
your e-nmail address as well as a mailing address for
you.

Why don't you give me yours, also, your e-nail
address so that I"'msure | have it, because | think the
only one | have is Ms. Hanrick's.

MR GRADY: If | may, your Honor, | want to
address the timng. In our rules for hearings such as
this, Section 18 says: "The decision shall be signed by
the arbitrator and filed as a public record with the
clerk no later than 30 days follow ng the hearing."

| just wanted to point out that timng issue.

ARBI TRATOR: | see. The hearing is not over
until the 14th, so I'Il have to get it out 30 days from
the 14th.

MR GRADY: Just wanted to point that out to
you, your Honor.

ARBI TRATOR:  It's been pointed out to me that
Rul e 18.

MR BALLANTINE: | think it's Exhibit 12

ARBI TRATOR:  Exhibit 12. Oh, yes, Exhibit 12
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okay.

MR GRADY: It's page 17, Section 18.

ARBI TRATOR:  So 11 --

MR. GRADY: This is in the rules for hearing,
your Honor, which is separate

MR. BALLANTINE: It's the next docunent behind
the ordinance. It's on kind of a Courier font.

ARBI TRATOR:  Right, |'ve got it.

MR. GRADY: And then page 17, that last large
par agr aph.

ARBI TRATOR: Al right, both sides listen to
me for a noment.

Qur clerk has told nme that the rules for
hearing that are essentially part of the ordinance,
Mobi | e Hone Rent Control rules for hearing, on page 17,
the last paragraph says: "The decision shall be signed
by the arbitrator and filed as a public record with the
clerk no later than 30 days follow ng the hearing. The
clerk shall serve a copy of the decision on each party
or through such parties' attorney or representative."”

So ny 90 days, which is what the Code of Gvil
Procedure requires in civil cases -- | was wong. It
has to be 30 days, unless the parties are willing to
stipulate that | can have a little more time than 30
days.
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MR. BALLANTINE: Sure, that would be fine.

ARBI TRATOR:  Can you give nme 45 days to get it
done?

MS. DAVIS: Yes, your Honor.

ARBI TRATOR:  (kay, we've got a stipulation for
45 days.

MR. GRADY: Thank you. So that will be 45
days fromthe 14th of April

MR. BALLANTINE: Right your Honor.

The parties are agreeing that the hearing wll
be deenmed closed on April 14, which will follow the
briefing on the matter, and al so stipulate that your
Honor may have 45 days

ARBI TRATOR:  Up to and including whatever the
45th day is.

MR. GRADY: April 14 for the close of the
hearing?

MR. BALLANTINE: Correct, April 14th for the
cl ose under the rules, and then the arbitrator may have
an additional 45 days follow ng that in which to render
t he deci sion.

ARBI TRATOR:  Agreed by the petitioner?

MS. DAVIS: Yes. Wth one question

ARBI TRATOR:  Yes?

MS. DAVIS: |f the post-hearing takes |ess
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time than we have scheduled, will the whole schedul e be
noved up?

ARBI TRATOR:  The post hearing? |'mnot sure
under st and.

MS. DAVIS: The homeowners' first brief and
the management's response to honeowners' and second and
managenment' s final

ARBI TRATOR:  Management doesn't get two shots
at it, only you do.

MS. DAVIS: (h.

ARBI TRATOR:  Management only gets one shot at

MS. DAVIS: M mistake. |'msorry.

But if both parties are really fast and are
ahead of schedul e, does the whole schedul e move up?

ARBI TRATOR:  No. But what will happen is the
matter is not going to be deemed closed until the 14th.
If you guys are really good, | may have even 50 days.

MS. DAVIS: COh, gotcha.

ARBI TRATOR: By the agreement that |
understand we reached, ny due date by which | have to
have everything to the clerk, and |'mgoing to courtesy
copy everybody -- it just says | have to submt it to
the clerk and she'll get it out and she will follow the
rules and probably send you a second copy, but I'm going
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to give you a courtesy copy because that's just the way
| do things, and it's the 45th day, and | haven't
counted it, whatever it is after the 14th. And you
don't start on the 14th, you start on the 15th as one
and then 45 days after that, close of business. And if
the 45th day falls on Sunday or Saturday, it wll fal
on the fol l owi ng Monday.

MS. DAVIS: Your Honor, so that | understand a
little better, when is the record actually closed?

ARBI TRATOR:  The record?

MS. DAVIS: The record, the record closure.
When does that happen?

ARBI TRATOR:  The record is closed as of today.
Your written argument becomes part of the record.

MS. DAVIS: | was under the inpression that
anything submtted to you after the record is closed is
not adm ssible as part of the record. M mstake

ARBI TRATOR:  No, | think what you have is a
nomencl ature, or termnology, issue that you're not
under st andi ng.

When | say good night to all of you lovely
people this afternoon, no other evidence can be
received. The record is closed in terms of receiving
any other evidence, other than there will be a
post-hearing petition for attorneys' fees that will be
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part of his brief that you will respond to in your reply
brief.

But beyond that, sonething that an expert has
done, another schedule of "This is how it should be
calcul ated, please consider this as a part of my brief,
your Honor," the answer is no. No docunentary evidence
of any kind can be received after five mnutes from now

Your briefs are not evidence, they are sinply
argunent. But rather than have you try to argue the
case, frankly, | think it would be -- if | were to say
we're going to set a date for oral argument, |'mgoing
to give each side an hour and a half and we're done,
think that would be to your disadvantage because | don't
think in a legal context you will focus nearly as wel
as he will, because that's what he does for a living

VW had some back and forth about things that
weren't making sense, were making sense to you but not
maki ng sense to ne or to himthat we had to clarify so
that | could make sure that I'm considering everything
that needs to be considered.

So | think it's, A because of how convol uted
this case is and so many exhibits, | think it is better
to have argument done in witing so you have a chance to
| ook at Here's what | want to enphasize. Don't talk to
me about every exhibit, but what matters, what do | need
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to know to get to where you want me to get? And he's
going to do the same thing.

There's going to be a post-hearing motion for
attorney's fees and costs, assuming he's the prevailing
party, and if he's not, then he's done a bunch of work
for nothing, at least on that notion or that addendum

| don't know where |'mgoing to come out on
this thing and you guys are going to help me get there.
That's what closing argunent is about. Lead ne. Gve
me what you need to do in a focused way, not in a
hostile way, don't do a Donald Trunp type of thing, and
| don't know what your politics are but you' re not going
to be deneaning the other side in your argument. That's
not going to help you. You are going to talk about the
evidence and what the applicable law is under the Santa
Barbara ordi nance and how that should be interpreted and
why | should do this, this, this and this, or If you
don't do this, Judge, you could also do, under the sane
argunent, this, this and this. You're going to tell ne
what it is you want nme to do and why and help me
understand the | egal rationale under the ordinance and
the evidence we have received, why | should do that,
because that's what he's going to do, why | should find
their way and allow the rent increase of whatever it
was.
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MR. BALLANTINE: $108 and change.

ARBI TRATOR: 108 and change, all right.

But that's the point of the exercise. | want
the petitioner to have their absolute best shot and |
don't think you'll be nearly as good in oral argument as
he will.

MR. BALLANTINE: In that case can we just do
this by oral argunment?

MS. DAVIS: | wouldn't take as |ong.

ARBI TRATOR: Wl |, the nmessage for ne is that
it's going to help ne, with all of these exhibits and
havi ng heard evidence a month and a half ago or two
nont hs ago, whenever the first hearing was, and here we
are, and you're going to help tie that together for me
in your witten argunent.

|'"mnot going to give you a page limt, but,
you know, if | get sonething that has 60 pages init,
you're going to get an initial reaction of oh, ny gosh,
|'ve got to read all of this?

Focused, tight. | did a ruling on a motion
for judgnent on a statute of limtations case in a
medi cal mal practice, slash, fraud, slash, conceal nent
case. It ran five pages and it had all kinds of
authorities cited in it and it had an analysis of why |
was ruling the way | was ruling. It took me five pages
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todoit. Youcan't do that, you don't have that kind
of legal witing training, and |'mnot expecting that,
but be focused, please, because you're going to help me
help you to do that.

MS. DAVIS: | have one question that Debra
asked me to ask. Wen will the transcript be avail able?
Because it has been three nonths since the first one.

ARBI TRATOR:  Can you get it this afternoon?

COURT REPORTER:  Ten busi ness days.

ARBI TRATOR:  Ten busi ness days.

CLERK:  You have to ask for a copy of it.

It's not provided automatically. And you have to pay
for it.

MS. DAVIS: Yes, but when will it be
avai | abl e?

The clerk: The second one?

COURT REPORTER  Thi s one today?

MS. DAVIS. Both days.

COURT REPORTER:  The Novenber one is available
now. |'Il give you ny e-mail address.

ARBI TRATOR:  And there's no reason why the two
of you, each side cannot communicate wth each ot her
after the hearing, if you wish to. What you can't do is
communi cate with me wthout copying the other side, and
vice versa. That is what we call, legal BS jargon "ex
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parte comunication.” That's not proper and | don't do
it. But there's no reason why the two of you can't talk
about something, and if you guys reach sone kind of
agreenent, "We've stipulated to this fact," then that's
one thing I don't have to decide. | would encourage you
to think about that, if there's something you think you
can talk about and get along with, make it as easy for
me as possi bl e.

Ckay. We're adjourned.

MR. BALLANTINE: Your Honor, one thing. |
have an exhibit list, updated exhibit list to track the
exhibits that | gave you today.

ARBI TRATOR:  That would be hel pful. 1It"'s not
evidence, so, yeah, I'll take it.

MR. BALLANTINE: It occurred to ne it would be
hel pful .

ARBI TRATOR: M exhibit list that | have now
stops at 43.

MR. BALLANTINE: Let nme do that and then |'Il
e-mai|l one to her later today.

ARBI TRATOR:  You're going to get an index of
all his exhibits.

MR. BALLANTINE: An updated one.

ARBI TRATOR:  Wth the new exhibits on it.

MR. CGRADY: One nore bit of housekeeping, |
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want to make sure that Lindse Davis is established as a
homeowner s representative.

MR BALLANTINE: Were we going to get her
e-mai| address on the record? |'mnot sure it happened.

ARBI TRATOR:  She gave it to ne.

MS. DAVIS: Lindse@QOL.com

ARBI TRATOR:  Yes, | have Lindse@\CL.com |'m
going to staple that to here because if | put it in ny
pocket, it will get |aundered.

MR. BALLANTINE:  Your Honor, | think I've been
asked to send the clerk the exhibits electronically that
we subnmitted today. Wuld it be helpful if I sent them
to your Honor's office, also?

ARBI TRATOR: | have themin witten form
"Il just deal with themlike that. Don't need them

MR BALLANTINE:  Okay.

ARBI TRATOR:  If | didn't already have them
|'d say sure.

MR. BALLANTINE: No probl em

ARBI TRATOR: W' re adj our ned.

(The proceeding concluded at 4:17 p.m)
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REPORTER S CERTI FI CATE

STATE OF CALI FORNI A )
) SS
COUNTY OF SANTA BARBARA )

|, MARK McCLURE, CSR NO 12203, a Certified
Shorthand Reporter for the County of Santa Barbara,
State of California, do hereby certify:

That said proceeding was taken down by me in
stenotype at the time and place therein named, and
thereafter reduced to typewiting by conputer-aided
transcription under ny direction.

| further certify that | amnot interested in
the event of the action.

W TNESS ny hand this day of

, 2017.

Certified Shorthand Reporter
State of California
CSR No. 12203
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Page 5 Page 7

1 Santa Barbara, California 1 have you back.

2 Friday, February 10, 2017 2 MR. BALLANTINE: No, no, our preference was

3 9:00 am. 3 awaysto have him live and in person.

4 --00000-- 4 So your Honor, procedurally, | think your

5 5 Honor was correct, where we left off was Mr. Allen was

6 ARBITRATOR: On the record. 6 cross-examining Dr. St. John. Some questions came up

7 We're back on the record in the case of In Re; 7 about hisanalysis.

8 Nomad Village Mobile Home Park. It isa proceeding 8 Y our Honor, in particular, asked that

9 under the Santa Barbara County Mobile Home Rent Control | 9 Dr. St. John take alook at his analysis, in particular
10 Ordinance. 10 with respect to the application to the ordinance, the
11 Let's do formal appearances for the record. 11 SantaBarbara County Rent Control Ordinance that we are
12 Ms. Davis, state your name for the record, 12 opening under.

13 please. 13 He's done some further analysis. He'sgot a

14 ARBITRATOR: And your address, please. 14 couple of exhibits. | forwarded those exhibits, |

15 MS. DAVIS: 4326 Calle Real, Space 133, Santa 15 think, to everyone, although we've got hard copies here.

16 Barbara, California 93110. 16 | believe procedurally, because of that break

17 ARBITRATOR: Thank you very much. Niceto 17 and that question, the appropriate thing to do would be

18 haveyou here. 18 to reopen direct examination so Dr. St. John can talk

19 And Ms. Hamrick. 19 about those exhibits and then be cross-examined on the

20 MS. HAMRICK: I'm Ms. Hamrick. 20 exhibits and then anything el se that the homeowners want

21 ARBITRATOR: Ms. Hamrick, state your full name |21 to cross on.

22 for the record, and give us your address. 22 ARBITRATOR: Please give the exhibits to our

23 MS. HAMRICK: Deborah Hamrick, 1174 Acadia |23 clerk so that | can have them.

24 Place, Ventura, California, 93003. 24 MR. BALLANTINE: Sure.

25 ARBITRATOR: You are an attorney or not? 25 And | sent them to the homeowners, but would
Page 6 Page 8

1 MS. HAMRICK: No, I'm ahomeowners 1 you like ahard copy.

2 representative. 2 MS. HAMRICK: No, werefine.

3 ARBITRATOR: A homeowners representative. 3 ARBITRATOR: You can continue the

4 Thank you very much. 4 cross-examination and then have redirect based on what

5 For the respondent, please. 5 wasre-reviewed, but | think for time efficiency, it

6 MR. BALLANTINE: Yes, good morning, your 6 would be better to let him reopen, finish the direct and

7 Honor. 1I'm James Ballantine representing the respondent 7 then complete crossing thereafter.

8 park management of Nomad Village Mobile Home Park, which | 8 Any problem with that, Ms. Hamrick?

9 consists of Waterhouse Management Corporation, the 9 MS. HAMRICK: No, no problem. The homeowners
10 management company operating the park, and Lazy Landing, |10 are requesting now to speak with Mr. Waterhouse again.
11 LLC, the park owner. 11 ARBITRATOR: Privately?

12 ARBITRATOR: Okay, thank you very much. Nice |12 MS. HAMRICK: No, ontherecord. There were
13 to have you here. 13 more questions after Tony Allen's cross-examination of
14 Procedurally, what do we have before we get 14 Mr. Waterhouse, and Ms. Davis has some questions that
15 back to the cross-examination of Dr. St. John? 15 shewas hoping to ask aswell.

16 MR. BALLANTINE: Your Honor, I'd also liketo |16 MR. BALLANTINE: Ms. Hamrick had mentioned
17 reintroduce, your Honor, Mr. Ken Waterhouse, the 17 that to me Tuesday. We saw each other. And her

18 president of the park management company and park owner. |18 representation was she had a couple of -- the homeowners
19 ARBITRATOR: Niceto seeyou again, sir. 19 had acouple of questions for Mr. Waterhouse.

20 MR. BALLANTINE: Infact, we're not planning 20 What | said at that time was | thought that

21 tobecdling him. 21 Mr. Waterhouse was completed with his examination and
22 And Dr. St. John, who was here before, is here 22 cross-examination and had essentially been released asa
23 aswell. 23 witness, so my position was that we're done. | did

24 ARBITRATOR: | wasn't sureif you were going 24 offer accommodation if they would let me know what

25 to be Skyping in today or seeing you in person. Niceto 25 questions they had, maybe that was a battle we didn't
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Page 9 Page 11
1 needtohave. | got an email from Ms. Hamrick 1 MS. HAMRICK: No, that'sfine.
2 yesterday saying they wanted extensive, several hours of 2 ARBITRATOR: Thank you.
3 questioning of Mr. Waterhouse which, although | haven't 3 Y ou can reopen and take Dr. St. John through
4 been told what the topic is, | don't think that's 4 whatever is new and different from when we were last
5 appropriate. So that's our position. 5 here on the 18th of November.
6 In any event, we're ready to proceed with 6 MR. BALLANTINE: Perfect, thank you very much.
7 Dr. St. John at thispoint in time. | think that will 7 ARBITRATOR: Dr. St. John, | remind you you
8 cover al issuesthat are relevant to this proceeding, 8 remain under oath.
9 maybe we can take up theissue of Mr. Waterhouseat that | 9 WITNESS: Yes.
10 pointintime. 10 ARBITRATOR: You may enquire.
11 ARBITRATOR: Ms. Hamrick? 11
12 MS. HAMRICK: It'simperative that everything 12 MICHAEL ST. JOHN,
13 isontherecord as soon as possible because anything 13 having been previously sworn, was
14 that's not on the record cannot be used as evidence 14 examined and testified as follows:
15 moving forward, so it's imperative that we get to 15
16 cross-examine Mr. Waterhouse, if possible, today. 16 DIRECT EXAMINATION (resumed)
17 ARBITRATOR: Procedurally, the examinationof |17 BY MR. BALLANTINE:
18 Mr. Waterhouse was complete at the last hearing. Welll 18 Q. Dr. St. John, we're picking up from last time.
19 dea with that. We're going to begin today with 19 Since last time have you done some further analysis?
20 Dr. St. John and complete his examination and then I'll 20 A. Yes | did.
21 hear argument as to why that should be reopened. 21 Q. Couldyougiveusalittle bit of an overview
22 MS. HAMRICK: Thank you. 22 of what the analysis that you did was and then we'll go
23 ARBITRATOR: That'stheway | prefer to go. 23 into the specifics.
24 So with that, | have Exhibit 45 in front of me 24  A. Right. Following the hearingin November, |
25 and Exhibit 47, isthat correct? 46 and 47 -- 45, 46, 25 went back and read the ordinancereally carefully. As
Page 10 Page 12
1 47 and 48, and | believe the homeowners have received 1 wesaid last time, it'salittle different from other
2 those documents, is that correct? 2 ordinances. | have never seen afair return method
3 (Park Owner's Exhibits 45 - 49 3 quitelikethis. It'sanalogousto what we call the
4 marked for identification.) 4 MNOI method, but it'snot quitethesame. Sol did
5 WITNESS: Yes. 5 returntotheordinance, read it really carefully and |
6 MR. BALLANTINE: Yes, we sent those Monday, | | 6 think I'vegot it down now, and | can explain in a
7 think, several days ago, at least. Also, your Honor, 7 moment why | think that.
8 there'sa49. They areall very short exhibits. It's 8 ARBITRATOR: Okay.
9 45 through 49, inclusive. Forty-nine should be the last 9 BY MR.BALLANTINE:
10 pageintheclipthere. It'sasingle-- 10 Q. Andtodo alittle bit of overview, you
11 ARBITRATOR: | haveit. 11 initially prepared fair return calculations with respect
12 MR. BALLANTINE: And I'll be examining 12 tothenotice of rent increase that's at issuein this
13 Dr. St. John on these. He prepared al of these 13 case, correct?
14 documents, and they are along the lines of what he 14  A. Yes
15 prepared before with alittle bit of refinement that 15 Q. And that notice of rent increase was dated
16 well tell your Honor about. 16 March 31, 2015; does that sound about right?
17 ARBITRATOR: With regard to having 17  A. Soundsabout right.
18 Dr. St. John -- the whole point of continuing, other 18 Q. Without goinginto the details, but just to go
19 than running out of time, was that Dr. St. John was 19 through acouple of time periods to get us all kind of
20 going to do some further calculations based on some 20 oriented, I'll represent that notice of rent increase
21 questionsthat Mr. Allen had asked him. | think 21 went out on that day and was effective July 1, 2016.
22 cross-examination further without getting that evidence 22  A. That'swhat | recall.
23 onrecord and in front of me as the arbitrator, should 23 Q. Okay, good.
24 be done and then cross-examination can be contiguous. 24 So was it the case, then, that when you
25 Do you have any problem with that, Maam? 25 prepared the fair return analysis, you did it in,
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Page 13 Page 15
1 essentially, around March of 2015 -- excuse me, around 1 page has someincome analysis, and then the next two --
2 March of 20167 2 therest of page 1 and 2 and 3 have some expense
3 A. February-March 2016. 3 analysis, correct?
4 Q. Andin order to do thefair return analysis, 4  A. Yeah,that'scorrect.
5 one of the methodologies you employed was comparingtwo | 5 Q. And sotell us about that alittle bit. Or
6 Yyears, two financial and calendar years of the park's 6 let met -- maybe the fastest question is, isthis
7 operations, correct? 7 anaysisidentical or at least extremely similar to the
8 A. Yes 8 analysisthat you had done that you presented at the
9 Q. Andyou used 2010 and 20157 9 last hearing related to 2010 comparing with 2015?
10 A. Yes 10  A. Yeah,itissimilar toit.
11 Q. And 2015 you selected because it was 11 Q. Okay. Sosinceweve been through that but
12 appropriate because it was the most recent complete 12 it'sbeen afew months, give us avery abbreviated
13 year? 13 summary of what those pages 1 through 3 relative to the
14  A. Atthat time, it wasthe most recent complete 14 income and expense analysis and comparison of 2010 and
15 year. | mean selecting a base year and comparison year |15 2015 entail and then we'll get to the specifics after
16 isentirely standard. It'sexactly theway wediditin |16 that.
17 thepreviouscasethat ended with 2010, and in thiscase |17  A. Sure. SocolumnsF and G arethe books of
18 webegin with 2010 and end with 2015. 18 record, which arein therecord. Thisissimply the
19 Q. Andoneof the principlesfor doing this 19 income-and-expense statement prepared by Water house
20 thing, the comparison, is generally you look for your 20 Management for Nomad Village for 2015 and 2010.
21 comparison, as your base year, you look for, generaly, 21 Q. Andisthebook of record, the document and
22 themost recent year, correct? 22 thedatathat you used as a profit-and-loss statement?
23 A. Yes 23  A. Waeéll, profit-and-loss statement, yes, backed
24 Q. Now, since that time, you've been able to look 24 up by the general ledger which hasall the details.
25 at-- well, since that time, 2016 has essentially come 25 Q. Correct, okay.
Page 14 Page 16
1 toanendand close, correct? 1 A. SocolumnsF and G should beidentical to
2 A. Yes 2 columnsF and G in the original submission.
3 Q. Andsincelast March, when you did this 3 Theonly difference -- well, let me then
4 anaysis, did you also look at some 2016 information as 4 mention columns| and J arewhat is called the MNOI
5 wdl? 5 analysis, or sometimesit's called thefair return
6 A. Wdl,itdid. | seemed to meit might be 6 analysis, and thistakesalmost all the numbersand
7 interesting and useful sincewe -- sincethehearingwas | 7 simply acceptsthem asthey arein the book of record,
8 goingto betoday and thebooks of record wereclosed at | 8 but thereare some adjustments, all footnoted.
9 theend of 2016 for 2016, we wer e ableto do the 9 Q. Okay. And | think one of theissues --
10 analysisusing 2016 asa comparison year . 10 ARBITRATOR: For the benefit of the record,
11 Q. Okay. Inall cases, what we're essentially 11 giveusadefinition of the acronym MNOI.
12 doing islooking at the fair return analysisto see if 12 WITNESS: Oh, thank you, yes. Maintenance net
13 it supportsthe notice of rent increase and the 13 of operatingincome. MNOI for short. Itisone of the
14 calculations supporting the notice of rent increase 14 most common methods of adjudicating rent increases used
15 which are Exhibit 2, isthat correct? 15 inCadlifornia. | believeit probably isthe most
16 A. Yes 16 standard method in California, and Santa Barbara County
17 Q. Okay. Soessentially you looked at 2015 and 17 haswhat | would call avariant. Santa Barbara County
18 2016 in the analyses that you have done that you're 18 useswhat | would call an expense pass-through method,
19 going to tell us about today? 19 meaning that the ordinance says that park owners should
20 A. That'sright. 20 beableto pass through to park residents all expense
21 Q. Okay. Let'slook at, then, Exhibit 45. | 21 increases.
22 believe Exhibit 45, that's the analysis related to 2015? 22 BY MR.BALLANTINE:
23 A. Yes 23 Q. Anddidyou essentially do that in your
24 Q. Okay. Andit'sgot some -- the first three 24 analysis?
25 pages have some, essentially, income -- well, the first 25 A. Yeah, that'swhat the analysisdoes. | mean
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1 thistrandation that we do between columnsFand Gand | 1 substantial amounts of income, $113,516.28 to be
2 | and Jisto adjust thebooks of record for thingsthat | 2 precise, which wasreimbursing the park for
3 shouldn't beincluded in afair return analysis. 3 amortizationsfrom theprior case. | mean for capital
4 | mean to take avery smple case, at lines 20 4 improvements and perhaps some other things from the
5 and 21 there's sometiny amounts of bookkeepingissues. | 5 prior case, which werebeing paid for gradually, and
6 Wedon'tincludethose, typically. 6 thesearetemporary spacerent increases-- in other
7 And then more substantial are, for example, 7 words, they will only endurefor thetime allotted
8 lines1land 12, and lines 37, 38, which arethe 8 for -- I'mtrying to remember the time periods, but in
9 utilitiesregulated by the PUC, the Public Utilities 9 any case, we haveit on adifferent chart, but in any
10 Commission, and it'sstandard in thistype of analysis |10 casethese amountswill expire, and thereason they have
11 tosimply ignoreboth theincome and the expensefor PUC |11 tobe--thereason for thisoffset isthat if those
12 registered utilities. 12 amountsareincluded in income, it will look in the fair
13 Q. Just sowererealy clear asto what those 13 return analysislike permanent income, which it isn't,
14 utilities are because | think they can have a broader 14 and if it gets counted as per manent income, then we
15 definition than the regulated ones, we're only talking 15 won't get theright answer. Basically, we would deprive
16 about gas and electric, correct? 16 thepark of those amounts which were authorized from the
17  A. Correct. Sothewater and sewer in thiscase 17 prior case. Sowesimply takethem out here so that the
18 of thispark, theincome and expense for water and 18 resulting number, which in this case happensto be -- |
19 sewer, although they are submetered and charged tothe |19 need my glasses --
20 residents, those are still in the analysis, but the PUC 20 Q. |takeit we can read the resulting number,
21 items, gasand electric, arenot included in the fair 21 it'sjust the rental income minus the amortization, so
22 return analysis. 22 that'sthe $616,000 and change?
23 Q. Allright. And | think one of the things that 23 A. Yes | needed my glassestoread it, but yes,
24 you aso corrected from the exhibit the last time is 24 that'strue, $616,512. Sothat number, in other words,
25 there was a mismatch on some of the footnotesthat just |25 isthe permanent incomethat the park isreceiving from
Page 18 Page 20
1 got out of sequence, | think, essentially. Did you 1 residents.
2 correct those? 2 Q. Andthenthat goesto theissuethat we'll
3 A. | believethefootnotesare now correct. 3 be-- oneof theissues we'll be talking about today,
4 Q. Okay. Those pesky footnotes. 4 which isthe difference between temporary and permanent
5 And then when we were here before you 5 rent increases, correct?
6 presented essentially a document regarding or comparing | 6  A. Yes.
7 2010 and 2015, and then doing an MNOI analysis with 7 Q. Andwould it befair to say the amortizations,
8 those numbers, correct? 8 they all relate to temporary space rent increases?
9 A. That'sright. 9 A. That'sright.
10 Q. Okay. And soisthe MNOI, or the numbers 10 Q. And soin other words, that income will end at
11 similar to or the same as your prior analysis? 11 some point intime, actually probably fairly soon now?
12 A. They arealmost thesame, although | did make |12  A. Probably fairly soon now, from the prior case.
13 afew adjustmentsthat may differ in small amount, but |13 Q. From the prior case. From 2011?
14 inthemain, they areall the same. 14  A. That'sright.
15 Q. Allright. And I think once we get to the 15 Q. Okay. Would it also befair to say that a
16 application for the ordinance we'll, maybe, see where 16 temporary -- the purpose of atemporary rent increaseis
17 thatis. 17 tocompensate apark owner for adefined and generally
18 Since we're on page 1, let me ask -- and | may 18 nonrecurring expense such as a capital improvement?
19 have asked you before but it's useful for usto have 19  A. That'sright. That'sexactly right.
20 thisin mind because thiswill carry through to the 20 Q. Sofor example, the park builds a new
21 other analyses, tell us about the -- in the income, you 21 clubhouse, they're not doing that every year so that
22 madeafairly significant adjustment as an offset for 22 would be something they are entitled to get reimbursed
23 2011 amortizations, and explain what that is and what 23 for asatemporary rent increase to pay for that
24 you did and why you did it. 24  gpecific expense?
25 A. Right. Soin 2015 the park waslosing 25 A. That'sright. And if weleft those expenses
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1 inyour examplefor building a clubhouse, if weleftthe | 1 Q. If youinclude these unusual expenses -- for
2 expensesin theanalysis, that would really distort the 2 example, lega feesfor avery expensive court case or
3 analysis, sowedon't. 3 arbitration proceeding -- what would be the effect in
4 Q. Inother words, distort it by suggesting that 4 the ultimate rent analysis?
5 that unusual expenseis part of an ongoing operating 5 A. Wadll, theimpact in the current year would be
6 income and expense picture and which would not be 6 toaugment the apparently justified spacerent increase
7 appropriate? 7 byalot.
8 A. That'sright. 8 Q. Soitwould show avery high space rent
9 Q. Okay. Sofair to say that one of the things 9 increase entitlement?
10 you'relooking a in your MNOI analysisisacomparison |10  A. Very high space rent entitlement.
11 of ongoing operating expenses for the park? 11 Q. Sofrom the perspective of a homeowner who
12 A. Yes 12 presumably wants as low arent increase as they can get,
13 Q. Soif wehave something that's not -- that 13 it'stotheir advantage to have something like that
14 doesn't fal in that category, either on the income or 14 treated as atemporary increase rather than a permanent
15 the expense side as an ongoing operating income or 15 increase?
16 expense, that that would be something you wouldwantto |16 ~ A. Right. And | might just mention a footnote
17 remove from your MNOI analysis? 17 here, these lumpy expendituresfor capital improvements
18  A. That'sright. 18 or legal feesor anything of that nature, if they were
19 Q. Allright. And by the sametoken, if we are 19 tobeincluded, the park owners could then choosethe
20 talking about arent increase for homeowners for an 20 year of application strategically, and that does not
21 extraordinary or unusual expense, that is handled -- the 21 makegood sense and would not result in fair results.
22 methodology isto handle that through atemporary space |22 Sothepracticeisto simply takethem out of any year,
23 rentincrease? 23 asfar asthefair return analysis, and treat them
24  A. That'sright. 24 separately.
25 Q. Allright. Andwe're going to talk about 25 Q. Okay. Andwhen you say treat them separately,
Page 22 Page 24
1 thosetemporary increases here, but | want to talk a 1 how so?
2 little bit about that methodology. So anyway, you told 2 A. Wadll, theother principle, the accompanying
3 uswhy you removed in this case the $113,000. 3 principleis, although taken out of thefair return
4 And let'sgo on. Isthere anything else you 4 analysis, they should not beignored, and it doesn't
5 want to bring to our attention about the MNOI analysis 5 really matter what year the capital -- let'stake your
6 onthefirst three pages of this Exhibit 457 6 exampleof building a clubhouse. Let'ssay the costs
7 A. No, notreally. But maybel should say that, 7 occurred over twoyears. It would make most senseto
8 lookingat line 87 -- 8 simply sum all the cost, amortize all of it and passit
9 Q. That would be on page 2? 9 onto--ask residentsto pay the amortized amount.
10  A. Onpage?2, uh-huh. 10 Q. Asatemporary rent increase?
11 -- you can seethat the legal expensein 11 A. Asatemporary rent increase over the
12 2015-- I'msorry, in 2010 was $51,045, but in thefair |12 appropriatetime period.
13 return analysisthat hasbeen reduced to $72. Justto |13 Q. Soif youtakeit out of the MNOI analysis
14 comment, thereason for that is exactly what wesaid a |14 and then you don't include -- if you take out what you
15 moment ago, that the extraordinary expense of $51,000in |15 call alumpy expense, an unusually high expense, and you
16 thebaseyear shouldn't beincluded becauseit wasnot a |16 haveindicated the protocol isto takeit out of the
17 recurring expense. Wedon't spend $51,000 in legal fees |17 MNOI anaysis, correct?
18 in most years. 18 A. Right.
19 Q. Although now and then we do? 19 Q. Allright. Andthen if youtakeit out of
20 A. Now and then we do. 20 that analysis, then just based on that analysis, the
21 Q. Probably more than that, actually. But that 21 park owner isn't getting any return on that expenditure,
22 would befor unusual situations? 22 correct?
23 A. Itwould beunusual and not recurring, and 23  A. Ifyoutakeit out and don't treat it
24 thereforeshouldn't beincluded in thefair return 24 separately, then the park owner wouldn't get any
25 analysis. 25 return --
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1 Q. Orany recovery? 1 from the books of record and then as adjusted pursuant
2 A. Or any recovery, exactly, either return or 2 toyour MNOI analysis, and we can see that here on line
3 recovery of that expense, and that could be 3 105, correct?
4 contradictory to the principlesthat we follow here. 4  A. 105, yes, thetotal operating -- operating
5 Q. Which are-- what are those principles? 5 expenses.
6 A. Theprincipalsarethat park owners-- let me 6 Q. Okay.
7 putittheother way. Theprinciplesarethat the 7 A. Andthen theincome and expensesare
8 residentspay for all expenseincreasesand for all what | 8 summarized in lines 108 through 111.
9 we'recalling lumpy increases on an amortized basis. 9 Q. Sotell usabout lines 108 through 111.
10 Q. Sothat'swhy you takeit out of the MNOI 10 Actualy, 107 through 111.
11 analysisfor the purposes of a permanent rent increase, 11 A. Okay. Line 107 issimply the CPl numbersas
12 these lumpy expenses, but then you amortize them 12 generated by the Bureau of Labor Statistics.
13 separately as atemporary rent increase? 13 Q. Andwhat does CPI-W mean?
14  A. That'sright. 14  A. It meansCPI wageearners-- 1 don't recall.
15 Q. So, for example, you pointed out here, you 15 1t'sCPI-W or CPI-U, just two different measur es that
16 took out any comparison of legal fees, general lega 16 theBureau of Labor Statistics keeps, and it happensto
17 feesonline 87 here, so you took them out of both -- 17 betruethat CPI-W is specified in the Santa Barbara
18 waell inthiscase, both years, and you have your 18 County ordinance.
19 footnote 5 reference to that that's handled separately, 19 Q. Okay. Andthat'swhat | was getting at.
20 correct? 20 Good. And so that's why you looked at that.
21  A. Right. When you say both years, actually 21 Why isit there? What is the importance of
22 therewerenolegal feespaid in 2015. Therewerelegal |22 that CPl number herein this analysis?
23 feesincurred in 2015, but they weren't paid in 2015and |23 A. You know, it doesn't have a purposein this
24 thereforel didn't haveto do an adjustment for 2015 |24 location. It hasa purpose on the next page.
25 because the books of record didn't include any payments |25 Q. Okay. Butitisrelated to thisanalysis,
Page 26 Page 28
1 for legal feesat that time. 1 correct?
2 Q. Allright. Well seethat in some other 2 A. Right. | wasjust summarizing all the data
3 years, correct? 3 here that'sright.
4 A. Oh,yes. 4 Q. Okay. Sothisisour summary of datathat
5 Q. Andthenwould that be asimilar thing if we 5 then becomesimportant in the analysisin 107 to 111,
6 godown to line 93, "Outside Services Consulting"? 6 correct?
7 A. Yes | believethis--in 2010 this probably 7 A. That'scorrect.
8 waspaid to myself, to St. John & Associates. 8 Q. Sowevegot the CPI-W which you'll tell us
9 Q. Andthat would have been related to analyses 9 about, how it fitsin in amoment, and then the space
10 regarding the 2011 rent increase? 10 rentincome, that's from above, correct?
11 A. Exactly. 11 A. Yes
12 Q. And sothe approach for that was to 12 Q. Andthat waswhere you took out income that
13 essentially seek reimbursement for those costs as a 13 the park had that was not related to space rent,
14 temporary rent increase, correct? 14 correct?
15 A. That'sright. 15  A. In 2015, | did that; 2010, | didn't haveto.
16 Q. Andinfact, wasthat awarded in the 2011 rent 16 Q. Okay. And that included the amortization?
17 increase? 17 Well, you didit in 2010, didn't you, because you would
18  A. | believeit was. 18 have had other income, other than space rent?
19 Q. Itwas 19  A. Oh,yes. What | meant when | said wedid it
20 A. Yeah, | don't remember the details at this 20 in 2010, | meant we didn't haveto do an offset for
21 moment and | don't havethe paperwork in front of me, |21 amortization becausethereweren't any in that time.
22 but | think it was. 22 Q. Correct.
23 Q. Yeah, okay. 23  A. They had not been awarded yet.
24 All right, so let's go on to page 3. So 24 Q. Right. So 2011 hasthe offset for the
25 essentially, then, you have atotal operating expenses 25 amortizations -- excuse me, 2015 has the offset for
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1 amortizations? 1 A. That'sright.
2 A. Right. 2 Q. Okay. Andit says--infact, you have a
3 Q. 2010, you didn't have to do that, but with 3 heading that says "Rent Increase Following Method Set
4 2010 and 2015 you've eliminated any income such as 4 Out In Ordinance Section 11-5."
5 utility income or other income that is not rent income, 5 Did you review section 11A-5 of the Ordinance?
6 correct? 6 A. Oh,yes
7 A. That'sright. 7 Q. Carefully?
8 Q. Andthat doesbecome relevant for a point 8 A. Manytimes.
9 raised by the homeowners last time? 9 Q. Inyour professiona opinion, as an economist
10  A. Exactly. 10 who preparesfair return analyses for mobile home parks,
11 Q. Sothat'swhat | wanted to kind of make clear 11 does the methodology that you have listed here on page 4
12  here 12 track the specifications of the order?
13 A. That'sprobably why | went back and madethe |13  A. Yes, it does. | might just say, having
14 two categories, the spacerent income per seor the 14 figured it out, now under standing what the Santa Barbara
15 total income, which includes other things. 15 ordinanceisdoaing, it actually makesvery good sense.
16 Q. Okay. Sojust sowe're clear, so space rent 16 Q. Allright, great. Good to know. Solet'sgo
17 income hereisall of the potential rental income of the 17 through and you can explain exactly how it works here.
18 park minus the amortization income? 18 So let's start with, you have an item No. 1,
19 A. That'sright. 19 it says"CPI Base and Comparison Years." So explain
20 Q. Okay. And then we can seethetotal operating 20 what that tells us.
21 expensesjust relate to your MNOI numbersonline105 |21 A. Weéll, line 136issimply again a recitation of
22 above? 22 what the CPI-W wasin 2010 and 2015. The next line
23 A. Itshouldjust repeat those lines above. 23 does--
24 Q. Okay. And sothenif we compare those, we get 24 Q. Andthat'swhat was on the previous page,
25 anet operating income, correct? 25 correct?
Page 30 Page 32
1 A. That'sright. 1 A. Correct.
2 Q. Andthat istaking the space rent income and 2 Q. Sothisiswhereit becomes very important to
3 then deducting the operating expenses to get the net 3 theanalysis?
4 income? 4  A. Right, now it makesa difference.
5 A. Right. 5 Q. Allright. And those are numbers-- you
6 Q. Allright. And thenyou've got a CPI-W, some 6 didn't make those up, you just went to the Department of
7 CPI-W calculations below that, isthat correct? 7 Labor database and got those numbers?
8 A. Yes 8 A. That'strue. | think somewherein therecord
9 Q. What arethose? 9 theCPI spreadsheet that | downloaded -- | think we have
10  A. Wedl, | wasjust curiousasto how the 10 it amongthe papers. | cannot recall at this moment
11 increasesin spacerent income and total income and 11 where, but | believeit'sherein therecords.
12 operating expenses compared tothe CPI. Soline113 |12 Q. | think you'reright, and I think | can find
13 indicatesthat between 2010 and 2015 the CPI went up by |13 it. But | think the point that | wanted to make sure we
14 8.3 percent. 14 wereall clear on was the fact that you obtained those
15 Q. Okay. And then below that we have our -- 15 numbers from the Department of Labor database?
16 those are the notes that we've talked about, correct, 16 A. Oh,yes.
17 that we go back through the spreadsheet here and 17 Q. Itwasn't anything you calculated or
18 correlate those notes? 18 generated, you just went and got them?
19 A. Right. 19  A. That'sright.
20 Q. Allright. Well, let'sget to what | think is 20 Q. Andagain, that is something you're apro
21 really the meat of thisrevised analysis, which is some 21 with, essentialy, right? You work with CPl numbers all
22 clarification asto the application of the Santa Barbara 22 thetimein preparing these analyses, correct?
23 ordinance to the numbers of this park. 23  A. | dothisalot. Every case, generally
24 A. Yes 24 gpeaking, | haveto goto the BL S database and find out
25 Q. Sothat's page 4? 25 for whatever area we wereworking with, find out what
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1 theCPl numbersare. 1 ARBITRATOR: | understand.

2 Q. Soyou obtained the correct numbersfor this 2 WITNESS: You got that? Okay.

3 application? 3 ARBITRATOR: | understand.

4  A. | dobelievel did. 4 BY MR.BALLANTINE:

5 Q. Allright. Sotell uswhat these numbers, 5 Q. Soweretalking about 10 to '15, inclusive,

6 then, show asthey apply to the ordinance? 6 whichisabout six years, so it's really about -- 6.3

7 A. Line 137 simply does a per centage calculation, 7 percentisalittle over al percent increase per year,

8 and the CPI number itself increased by 8.3 per cent 8 onaverage, right?

9 between 2010 and 2015. 9 A. Yes, correct, on average.
10 Q. Okay. And then the next line says 75 percent 10 Q. Essentially not very much. We didn't have a
11 CPl increase, and you have that at 6.3 percent, and | 11 lotof CPI.
12 takeit that'sjust amathematical calculation -- in 12 A. Right.
13 other words, 6.3 is 75 percent of 8.3? 13 Q. Okay.
14  A. That'sright. 14 ARBITRATOR: My grocery hill disagrees.
15 Q. Andwhy did you do that calculation? 15 MR. BALLANTINE: Mine, too. | don't know how
16  A. Wéll, theordinance specifiesthat what's 16 that works, but somehow it does.
17 called the" CPl increase" or the"annual increase" that |17 Q. Sothen, the next line, 139, base year rental
18 isallowablein Santa Barbara County should be 75 18 income, that's simply a number from page 1?
19 percent of the CPI. Sofor each space each year it's 19 A. Yes
20 permissibletotakea CPI increase. 20 Q. Okay. Andthat, again, isonly rent?
21 Thisaggregatesall of these years, sothe 21  A. That'sonlyrent.
22 increasesthat werein fact taken in 2011, 2012, 2013, |22 Q. Andthat isonly rent from 2010? When you say
23 2014, and then in 2016 -- 2015 was skipped for reasons |23 base year, then, we're looking at 2010 for the $564,000,
24 I'mnot sure, but in any case, for all of those years, 24  correct?
25 therewasa CPI increase, and those increases were 25 A. No, no,the564 -- oh, yes, I'm sorry, it is.

Page 34 Page 36

1 smallish percentages, like 2 percent or somethingclose | 1 Q. Becausethat isthe base year?

2 tothat, and in sum, over thewhole period, it comesto | 2 A. That isthebaseyear, 564 isthe base year

3 6.3 percent. 3 rental income.

4 ARBITRATOR: Just so I'm clear, we're going 4 Q. Allright. Thenthenextlineis

5 from 2010 to 2015, but on line 138, thisisa sum, 5 "CPI-Justified Space Rent Increase." What does that

6 meaning addition, a sum of the increases that were 6 mean and how did you get that number?

7 imposed as permitted increases based on 75 percent of 7 A, Waell, $35,286.16 is 6.3 percent of

8 the CPl as permanent increases? 8 $564,327.09.

9 WITNESS: That'sright. 9 Q. Soessentialy what that number is basically
10 MR. BALLANTINE: Correct. 10 saying, you take your 2010 base year rental income and
11 ARBITRATOR: And that totaled over those 11 you essentidly figure out, if you went forward to 2015,
12 years, 6.3 percent, whatever it was each year. 12 then, that number would haveto go up 6.3 percent?
13 MR. BALLANTINE: No, total. 13 A. That'sright.
14 ARBITRATOR: With the exception of 2011 -- 14 Q. Okay. And that'swhat that number is, the
15 apparently there was not an increase. 15 $35,000 and change is the number that you need to add to
16 MR. BALLANTINE: Actually, your Honor, it'san |16 the 564 for the 564 to go up 6.3 percent?
17 aggregate total for al of those years. 17  A. Yes. And let mejust explain at thispoint
18 ARBITRATOR: Aggregatetotal for al of those |18 that, you know, Excel won't let you change the column
19 years, thank you. That'swhat | was wondering. 19 headingsup there, or at least | don't know how to do
20 MR. BALLANTINE: | wanted to make surethat |20 it, soit still says 2010 and 2015, but on this page,
21 that wasclear. 21 thosedatesarekind of irrelevant because the column J
22 WITNESS: It's an aggregate total for all of 22 that has 2015 up there, these are calculated number s and
23 those years and an aggregate total for all of the 23 they don't really have anything to do with the year
24 spaces. So here we're doing a park-wide calculation 24 gpecifically.
25 using the space rent. 25 Q. Okay. Soinother words, really, for the
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1 purpose of page 4, we should disregard the headings on 1 youdid, but | want to be sureit's clear in the record.
2 lines3and 4? 2 And, Dr. St. John, in order to do the analysis
3 A. That'sright. If I had known how to take them 3 forus, | takeit, then, you in fact take a park-wide
4 out of just page4 and leavethem in pages1,2and 3,1 | 4 average, asyou've done, correct?
5 would havedonethat, but | don't know howtodothat. | 5 A. | believeso. Itistheway | think it was
6 Q. | understand. | think the new version -- 6 intended.
7 ARBITRATOR: My grandchildren know howtodo | 7 Q. Andit'sreally the only way to do it under
8 it 8 the ordinance, correct?
9 WITNESS: Right. 9 A. Certainly theonly way | can imagine doing it,
10 So can | just go on to explain that the number 10 right, exactly.
11 totheright in the column headed 2015 where it says 11 Q. Sothat getsus, atotal number, the $19.73,
12 $19.73. 12 that givesyou atotal number of what the space rent
13 BY MR.BALLANTINE: 13 increase should be at 75 percent of CPI over the
14 Q. Let'sjustusethed. 14 relevant period, correct?
15  A. Thank you. 15 A. Yes
16 Q. Wecandisregard thelines 3 and 4. 16 Q. Okay. Soessentially using this methodology
17  A. Right. I'mgoingtolineit out sol won't 17 isessentially time or year neutral. In other words,
18 say it again. 18 whatever year that we chose to be the target year and
19 Soin column J, the $19.73 is $35,286.16 19 the-- the base year and the target year, you're going
20 divided by 12, for 12 months, and 150 for 150 spaces. |20 to get the sameresult. The numbers may be different,
21 Q. Okay. 21 but the methodology is going to result in the same
22 A. Andwhat that meansis, and this getsalittle 22 result?
23 tricky, what thismeansisthat, on average, residents |23 A. That'sright. | mean, right, the --
24  wereasked to pay an additional $19.73 between 2010 and |24 ARBITRATOR: Not necessarily the same number
25 2015. Thoseincreases camein increments, and the 25 but the same result.
Page 38 Page 40
1 incrementswere not the samefor all theresidents 1 MR. BALLANTINE: Right. The number being
2 becausetheresidents have different base rents, and 2 different because you're doing a different period, but
3 when theannual CPI figureismultiplied by .75and then | 3 theresult should be the same.
4 applied to each resident's space rent separ ately, then 4 Q. Inother words, | guesswhat I'm asking, if we
5 an amount isgenerated and it comes out. 5 didthisevery year and did an analysis doing it every
6 | need to do thison a park-widebasis, solI'm 6 year, we'd get, obvioudly, adifferent number because we
7 doingitin aggregatefor all of the park, but this 7 only have oneyear to factor. If wedid it over five or
8 $19.73would thereforebekind of an average. Inother | 8 six years, it'sthe samething, it'sjust going to be a
9 words, some park owner might say, Wait aminute, no, | | 9 hbigger number, but essentially the methodology is the
10 did themath, | didn't pay 19, | paid $21.03. And my |10 same, correct?
11 answer tothat would be, Yes, becauseyour baserentis |11 ~ A. Yeah, yeah, the calculation would be the same.
12 dlightly higher and thereforethe calculation -- 12 Q. | think that'simportant.
13 ARBITRATOR: And somebody two spacesdown |13 So let's go on, then, to how thisworks. Then
14 would have paid $13.65 or some other number. 14 you have "One half CPI-justified increase equals fair
15 WITNESS: Exactly, but on average $19.73. 15 return on investment."
16 BY MR.BALLANTINE: 16 And then you have similar comment on No. 2,
17 Q. Andl want to clarify something. | think his 17 that says"One haf CPI-justified increase against cost
18 Honor understood it, Dr. St. John, but | believe you 18 increases."
19 said "some park owner may say that." Y ou meant 19 So tell us about that, why you did that and
20 homeowner? 20 how that is dictated by the ordinance.
21  A. Didl say "park owner"? 21 A. Waeéll, that'sexactly what the ordinance,
22 ARBITRATOR: | understood it to be 22 Section 1185, saysto do. It saysthat the arbitrator
23 "homeowner." 23 istoaward theonehalf asafair return on investment,
24 BY MR.BALLANTINE: 24 and theother half, equal half, against cost increases.
25 Q. | wantedto clarify. It wasclear to methat 25 Q. Okay. Andwhen you say the other half, the
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1 other half of the CPI-justified increase? 1 theCPI increase. But therest hasnever been covered.
2 A. That'sright. 2 So the $65,357.40 per year that isuncovered
3 Q. Soessentialy, again, you've told us about 3 or uncompensated for and the ordinance saysthat it
4 the CPl-justified identified space rent increase, that's 4 should be, and thereforeto moveto line 149, if we
5 the $19.73, then, | take it, so these two numbers are 5 allocatethat $65,000 on a per-month, per-space basis,
6 just mathematically 50 percent -- 6 it comesout to $36.55, meaning that homeowners can
7  A. 50percent of, right, just cutting those 7 justifiably be asked to pay an additional $36.55 per
8 numbersin half. 8 year permanently --
9 Q. Okay. 9 Q. Youmean per month?
10  A. And onceagain, those amounts, all of them, 10  A. | mean per month, thank you.
11 everything we've spoken about up to now isembedded in |11 -- permanently, in order to compensate the
12 therents, hasbeen embedded in therents. Increments |12 park owner for theseincreased costs.
13 of these amounts have been embedded in therentsthat |13 Q. Okay. So that would be a permanent rent
14 the homeownersare asked to pay since 2010. 14 increase, correct?
15 Q. Okay. So, then, let's go on to No. 3 and then 15 A. That would be a permanent rent increase.
16 we can see how those relate back. 16 Q. Andapermanent rent increase to cover
17 What's No. 3? It says "Base year operating 17 essentialy regular ongoing operating costs of the park?
18 costs." 18 A. That'sright.
19  A. Right. Thisgetstotheheart of it, really. 19 Q. Allright. And I takeit as an economist,
20 Thisgetstowhat | referred to before asan expense 20 would it befair to say that it doesn't surprise you
21 passthrough method. 21 that we come up with a number under 3 -- that is, we
22 So the base year operating costs cameto 22 come up with some sort of ajustified space rent
23 $440,000 and change; the comparison year operating |23 increase?
24  cost -- that means 2015 operating cost cameto $523,000 |24  A. That'scorrect. It certainly doesn't surprise
25 and change, so the difference between thetwoiis 25 me. For onething Santa Barbara County usesthis 75
Page 42 Page 44
1 $83,000.48. Sothismeansthat the park owner spent 1 percentfigure, it'scalled " partial indexing," and I've
2 $83,000.48 morein legitimate adjusted expensesin 2015 | 2 spent thelast 35 yearsarguing that partial indexing
3 thanin 2010. Sothis$83,000 figureisan overall 3 makesno good sense whatsoever and distortsthese
4 expenseincrease amount. 4 computations. So from my point of view, thisisone
5 Q. Okay. And again, those numbers, the 5 major reason why it's under standable that the expenses
6 comparison, your operating costs and the increase, we 6 went up morethan the CPI increasethat's allowed.
7 just get those from up above, pursuant to the MNOI 7 Q. Right. Soessentidly, laying it out nicely
8 analysisthat you did regarding the expenses, correct? 8 here on the spreadshest, items 1 and 2, those
9 A. That'sright. 9 essentialy are collectively -- there are two halves of
10 Q. Sothe$83,000isessentialy just a 10 awhole, but the whole, essentially, under 1 and 2
11 mathematical comparison that is taken. 11 together combined isapartia indexing. It'srental
12 A. Right,just -- right, it'sjust math, wejust 12 incomethat'sincreased at only 75 percent of CPI,
13 aresubtracting the baseyear cost from thecomparison |13 correct?
14 year cost and recording the numbers. 14  A. That'sright. And another footnote, when |
15 Q. Allright. And then thisdoes get to the 15 did thislast year -- yes, last year, last spring -- |
16 heart of the matter. What does this excess over No. 2 16 did it twoways. | did it 100 percent indexing and 75
17 mean? 17 percent indexing.
18 A. Theordinance saysthat theincreased 18 But when | went back to the ordinance this
19 operating costs, $83,000, should beawarded -- let me |19 timeand looked really carefully, | decided that there
20 put it differently. 20 wasno point in doing the computations at 100 per cent,
21 The amount by which theincreased costsexceed |21 theordinanceisperfectly clear, they want 75 percent,
22 theone half of the CPI-adjusted increase should be 22 andthereforel didn't do 100 percent calculation here.
23 awarded as-- we can call it extra expenseincreases. 23 It would have been extra, it would have been just more
24 Soin other words, some of the expenseincreasesare |24 paper, it wouldn't haveimproved the analysis.
25 already covered under the ordinanceby what we'vecalled |25 Q. Right. Well, let'sfocus on what you did here
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1 becauseit would really beirrelevant, correct? 1 WITNESS: It doesn't necessarily apply to
2 A. Itwould beirrelevant. 2 every business.
3 Q. Becauseessentialy the partia indexing 3 And parks, mobile home parks are subject to a
4 problemisaddressed by item No. 3? 4 ot of regulation, not just rent regulation, but
5 A. Right. | mean maybel should put it -- thank 5 regulation by the county authorities. | mean we may get
6 you, that'shelpful. Maybel should put it alittle bit 6 later into a case study about that, something about
7 differently. 7 that, that it isvery costly to comply and the
8 Theway the ordinanceisstructured at section 8 management company does comply to the best of its
9 11A-5asksthat we simply accept for the purposes of 9 ahility, but these compliance costs tend to go up and up
10 thisanalysiswhat did happen, and sothat'swhat | did. |10 as our society gets more complex.
11  What did happen isthat the CPI increases asthey 11 ARBITRATOR: Arewe finished with 45?
12 occurred year by year by year weredone at 75 percent. |12 MR. BALLANTINE: No, we have one other aspect
13 Q. OfCPI? 13 tolook at, but | think this can be quick, your Honor,
14  A. OfCPI. 14 becauseit redlly relatesto another one.
15 So to presume anything different would be 15 ARBITRATOR: Please.
16 awkward and, in theend, not useful. 16 BY MR.BALLANTINE:
17 Q. Right. And so essentially under items 1 and 2 17 Q. Soessentially we take the base year operating
18 what we've got iswe've got a period of time, 2010 to 18 costsand that comes up with a permanent rent increase
19 2015, where we're showing arent increase that thepark |19  pursuant to this analysis of $36.55, correct?
20 owner was entitled to get, and only that amount entitted |20  A. Correct.
21 togetat 75 percent of CPI -- in other words, less than 21 Q. Andthenthe new capital expenses, tell us
22 full CPI -- and that's essentially what items 1 and 2 22 what thatis. | think we can do it pretty quickly. 1
23 tell usor cometo, correct? 23 don't think we need to go through each item.
24 A. Yes 24 In fact, let me just ask you the question.
25 Q. Butthefact of the matter is, asthe park's 25 Doesthisjust track what we saw on Exhibit 2 that was
Page 46 Page 48
1 going on over time and it's operating, we would expect 1 thebasisof thetemporary rent increase?
2 that the actual expenses for the park's operations to be 2 A. Right. There'snodifference.
3 moreinlinewith CPI, so in other words, we would 3 Q. Okay.
4 expect the park operating expenses to be higher than 4 A. From then until now.
5 just 75 percent of CPI? 5 Q. Allright. Sowell talk about that more
6 A. Higher than 75, and in many parkshigher than 6 later when welook at Exhibit 2 again, but essentially
7 even 100 percent, actually, becausetherearecoststhat | 7 what this number is showing, what this chart is showing
8 thepark ownersincur that tend to begreater thanthe | 8 is, thisanaysisyou're just identifying a permanent
9 cost increasesthat the general public experiences. 9 rentincrease of $36.55?
10 Q. Andthisissomething you're speaking of asan 10 A. That'sthemain point.
11 economist who specifically is an expert at evaluating 11 MR. BALLANTINE: Based on that, we may haveto
12 rentincreases and cost increases in mobile home parks, 12 reviditit on the temporary, but | don't think we will.
13 correct? 13 Weare done with this, your Honor.
14  A. Right. | mean I'vedonealot of these cases 14 ARBITRATOR: Okay. | notice the bottom of
15 and | don't recall onewhere expensesdidn'tincreaseat |15 page 4 it shows $36.55 permanent, seven-year amortized
16 least at the CPI. | can say I've never, having done 16 $56.29, and 15-year amortized $23.01.
17 thisfor 30 years, I've never seen a case wherethecost |17 Where does that fit in where we're going?
18 increaseswerelessthan CPI, and many caseswherethey |18 WITNESS: Well, $56.29 is the sum of $44.15
19 areconsiderably more. 19 and $12.14 above, and the $23.01 is the sum of the two
20 Q. Right. 20 itemson lines 153 and 154.
21 ARBITRATOR: The CPI only considers certain |21 ARBITRATOR: Thank you.
22 categories. 22 WITNESS: I'm sorry it is not more
23 WITNESS: That'sright. 23 transparent, but that's where it comes from.
24 ARBITRATOR: And that doesn't necessarily 24 MR. BALLANTINE: At some point, and this may
25 apply to every business. 25 beagood timeto doit, or maybe after a break, maybe
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1 it would be appropriate to take this page out and then 1 at for Exhibit 45 with the only difference was that you
2 compareit with Exhibit 2. Exhibit 2 is the operating 2 used the year of 2016 as the comparison year instead of
3 exhibit here today in terms of the rent increase. 3 2015?
4 That'swhat was supporting the rent increase and that's 4 A. Yes
5 what | think we're trying to justify to your Honor, and 5 Q. Andotherwise, the analysisis exactly the
6 thisiskind of the backup for that, so to speak. 6 same?
7 ARBITRATOR: I've got that, the correlation 7 A, ltredlyis
8 between 45 and 2 in my notes. 8 Q. Andyou usethe same base year of 2015,
9 MR. BALLANTINE: Okay, very well, and then 9 correct, in both cases?
10 further, basically the two, the $56.29 and the $23.01 10 A. Yeah, samebaseyear, different comparison
11 aresdtraight out of Exhibit 2 for the temporary rent 11 year.
12 increase. Theonly differenceisthe permanent rent 12 Q. Okay. Very well. Andso | think we can go
13 increaseisonly about $30 so that the permanent rent 13 through thisvery quickly.
14 increasethat isrequested and noticed in Exhibit 2 is 14 Just note on page 1 here with the income
15 severa dollarslessthan this. 15 you've got three line items that you are deducting,
16 ARBITRATOR: | understand. 16 correct?
17 MS. HAMRICK: Okay. 17  A. That'sright.
18 Is the respondent offering 45 into evidence? 18 Q. Anddoesthat include essentially -- well,
19 MR. BALLANTINE: Weare, your Honor. 19 essentialy, in 2016 we had an event occur which was a
20 ARBITRATOR: Any abjection to 45 being 20 rentincrease whichinfact is at issue here with a
21 received, Ms. Hamrick? 21 temporary -- with acomponent of atemporary
22 MS. HAMRICK: No. 22 passthrough, correct?
23 (Exhibit 45 received into evidence.) 23 A. Yes
24 ARBITRATOR: Very well, it isreceived. 24 Q. Andyou took those out, correct?
25 We're going to do the same laborious analysis 25 A. Yes
Page 50 Page 52
1 of 46, 47 and -- 1 Q. Andyou took the full -- the permanent rent
2 MR. BALLANTINE: Wédll, your Honor, hopefully | 2 increase out aswell?
3 we can take out the laborious part because we've done 3 A. That'sright.
4 dl thelaborious. | think that these two will go much 4 Q. Allright. Andyou did that because if we
5 quicker becauseit's essentially the same, just 5 included it in -- we're trying to figure out what's
6 different numbers. 6 justified and if we already included it, then it would
7 And, your Honor, this may be a good place to 7 indicate that it's not justified because we've already
8 break to give our court reporter abreak. 8 taken careof it, or part of it?
9 ARBITRATOR: How are you doing? 9 A. Exactly.
10 COURT REPORTER: Oh, break or not, uptoyou. |10 Q. Andyou also took out whatever was amortized
11 No problem. 11 carried over from the 2011 rent increase still?
12 ARBITRATOR: Another 15, 20 minutes? 12 A. That'sright.
13 COURT REPORTER: Sure. 13 Q. Okay. Solet'sjust gotothe page 4 of this.
14 ARBITRATOR: I'll notethat Mr. McClureand I, |14  A. Would it be useful -- I'm just wondering,
15 wefound out at the last session, both share an almost 15 would it be useful to mention at this moment that
16 lifelong hobby of amateur radio, whereheislicensedas |16 Exhibit 49 explainsthose three deductions.
17 KG6TCQ, and I'm licensed as KBEVQ. We'venever talked |17 Q. Let'sgoto49just rea quick. That's
18 to each other on the ham radio, never met before this 18 probably aquick way to handle it.
19 thing, but what a small world. 19 Exhibit 49 is the spreadsheet entitled "Nomad
20 MR. BALLANTINE: Thank you, your Honor. Thank |20 Village Rental Income 2016." |sthis a spreadsheet you
21 you for the segue, then, | guess, to Exhibits 46 and 47. 21 prepared?
22 Q. Dr. st. John, let's go through that. | think 22 A. Yes/itis.
23 we can go through it quickly. Let mejust summarize. 23 And let mejust say, it was not easy to puzzle
24 Would it be fair to say that Exhibit 46 is 24 it out astothe amountsthat have been paid during the
25 essentially the very same analysis that we just looked 25 year by thehomeownersin these categories.
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1 Q. Allright. And the SantaBarbara County 1 MS. HAMRICK: Yes.
2 ordinance, one feature of it allows the park owner to 2 ARBITRATOR: And we're through, at least for
3 start collecting the noticed rent increase 90 days after 3 testimony purposes with Exhibit 49?
4 giving notice of the rent increase, correct? 4 MR. BALLANTINE: Yes, your Honor.
5 A. Right. 5 ARBITRATOR: Isthe respondent offering 49 in
6 Q. Sosinceit started July 1, that iswhy we 6 evidence?
7 have some rent numbers starting in July, correct? 7 MR. BALLANTINE: We are, your Honor.
8 A. Yes, exactly. 8 ARBITRATOR: Any objection, Ms. Hamrick, to my
9 Q. Sofrom January to June, the numbers on your 9 receiving Exhibit 49?
10 chart just relate to the 2011 increase, rent increase, 10 MS. HAMRICK: Exhibit 49?
11 correct? 11 ARBITRATOR: Yes, wewerejust talking
12 A. I'msorry, say that once again. 12 about --
13 Q. For 2016, the entries for January to June just 13 MS. HAMRICK: No.
14 relate -- the adjustment numbers just relate to the 2011 14 MS. DAVIS: Forty-six?
15 increase, rent increase? 15 ARBITRATOR: They jumped ahead to 49 and we
16  A. Wél, you know, | didn't -- | seethat | 16 had some testimony on that and thisis essentialy a
17 didn't leave the column numberson here. 17 summarization of the calculations of rental income as
18 Q. Right. I'mjust going to the months. In 18 set forth in Exhibit 46.
19 other words, that's why -- January to June we don't have |19 MS. HAMRICK: Well, homeowners object because
20 anything for any of the 2016 numbers because the rent 20 we're not quite clear on these dates here. We believe
21 increase had not started yet. 21 that thismight be post the first date of the hearing
22  A. That'sright, exactly. Whereasthe next 22 and have costs that weren't noticed to the homeowners.
23 column titled " 2011 Temp" isthe 2011 amortized amounts |23 ARBITRATOR: Okay. You can raise that issue.
24 ascollected in 2016. 24 It doesn't make it inadmissible. It might make it
25 Q. Allright. Andsowe're not too laborious, | 25 inaccurate but it doesn't make it necessarily
Page 54 Page 56
1 don't want to spend alot of time on this exhibit, would 1 inadmissible. Dr. St. John hastestified these are his
2 itbefair to say essentially thisisthe calculations 2 caculations summarizing what isin Exhibit 46. If they
3 that back up your deductions from -- or exclusion of 3 areinaccurate, they may turn out to be and | may so
4 rental income that we see here on Exhibit 46? 4 find, but theissueis can it come into evidence so |
5 A. That'sright. 5 candetermineit?
6 Q. Ithink that we don't have to spend time on it 6 MS.HAMRICK: Yes.
7 unlessthere's some questions. So why don't we moveon | 7 (Exhibit 49 was received into evidence.)
8 with Exhibit 46. Unless there's something we should 8 ARBITRATOR: Thank you. It'sreceived.
9 look at that's -- that you'd like to call our attention 9 MR. BALLANTINE: Thank you, your Honor.
10 tofortheanalysis, | think we understand it, at least 10 ARBITRATOR: Let's go back to and go through
11 how youdiditin 2015, so I'd like to go to the page 4, 11 page 3 -- I'm sorry, page 4 of Exhibit 46, whichiis, |
12 unlessthere's something we should look at beforewego |12 believe, what Dr. St. John said you were going to now.
13 topage4. 13 Henoted that his footnotes on page 3, footnotes 1
14  A. No, I think we can goto page4. Let meonly 14 through 11, were accurate, without going through each of
15 say that | think thefootnoteson page 3 areall correct |15 themindividually, at least on direct.
16 andthey do explain all of the deductionswhich in some |16 MR. BALLANTINE: Correct, that's an accurate
17 casesaredifferent from the deductionsin the 2015 17 summary, | think, of where we're at.
18 case. 18 ARBITRATOR: Let'stake a 10-, 15-minute break
19 Q. Fair enough. Were those essentially 19 now.
20 relatively minor, at least the ones that are specific to 20 Any idea how much more time, any estimate that
21 20167 21 you havefor your direct of Dr. St. John?
22 A. Yeah. 22 MR. BALLANTINE: | would say half an hour to
23 Q. Okay. 23 an hour, probably closer to the half an hour unless|
24 ARBITRATOR: Sowe're now on page 4 of Exhibit |24 wind up being alittle bit slower than | think | can be.
25 46?7 25 ARBITRATOR: All right, very good. Let'stake
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1 15 minutes. 1 Statement for Lazy Landing MHP, LLC, doing business as
2 (A short recess was taken.) 2 Nomad Village, through December 31, 2016."
3 ARBITRATOR: All right, back on the record. 3 Woas this profit-and-loss statement, was this
4 Inthe matter of In Re: Nomad Village Mobile Home Park. | 4 thebasisfor your income-and-expense analysisin
5 Therepresentatives for the homeowners are present and 5 Exhibit 46 for the year 2016, the Exhibit 46 we just
6 therespondent ispresent. We are till in the reopened 6 looked at?
7 direct examination of Dr. St. John, who is present. 7 A. Yes
8 He's reminded that he remains under oath. You 8 Q. Allright.
9 can continue. 9 MR. BALLANTINE: Your Honor, | would offer
10 BY MR.BALLANTINE: 10 Exhibit 48 into evidence as well for that purpose.
11 Q. Dr. St. John, when we broke we were looking at 11 ARBITRATOR: Thank you.
12 page 4 of Exhibit 46. | just want to finish up were 12 Any objection to 48 being received?
13 that page. Do you haveitin front of you? 13 MS. HAMRICK: No.
14  A. | do. 14 (Exhibit 48 was received into evidence.)
15 Q. Allright. Giveusan overview of 46. Isit 15 ARBITRATOR: Thank you. It'sreceived.
16 similar to page 4 of Exhibit 45? 16 MR. BALLANTINE: Thank you, your Honor.
17 A. Yes 17 Q. Allright, wetook care of that, so let'sgo
18 Q. Istheanalysisessentially the same? 18 back to Exhibit 47. Exhibit 47 also covers the year
19  A. Absolutely the same. 19 2016, correct?
20 Q. Andwhat does this document tell us? 20  A. That'sright.
21 A. Wwadl,inthe center following the No. 3, the 21 Q. Allright. Andthen, | takeit, it would be
22 section 3, it saysthat the permanent increase should be |22 fair to say that the income and expense information is
23 $43.35. 23 aso based on Exhibit 48, the profit and loss?
24 Q. Weseethatinline 152? 24  A. Yes
25 A. That'sright. 25 Q. Andthe recent, you have the rental
Page 58 Page 60
1 Q. Wasthat derived the same way as you explained 1 adjustments. It's also based on 49 as we discussed
2 in Exhibit 45? 2 before?
3 A. Yes 3 A Yes
4 Q. Soessentialy the comparison of the 2016 4 Q. Sotell usabout Exhibit 47 and why you did it
5 years, theincrease cost in 2016 versus 2010 indicates a 5 and what the difference is with Exhibit 46.
6 permanent rent increase of $43 would be justified? 6 A. Wadll, I think the only difference appearson
7 A. Yes | mean that'sanalogousto $36.55 based 7 line 87, page 2.
8 on 2015. 8 Q. Allright. Infact, reading thetitle of this
9 Q. Okay. 9 document, it sayson lines 1 and 2 here on page 1,
10  A. Andit standstoreason that, being another 10 "Nomad Village fair return analysis, legal and
11 year, it might bealittle higher, and the analysis 11 consulting fees expense see lines 87 and 94."
12 showsthat it isalittle higher. 12 A. Right.
13 Q. Okay, very good. 13 Q. S087,let'sgotoline87, and you can
14 Let's go on, then, to the next exhibit, 47. 14 explain what you did.
15 ARBITRATOR: Is46 being offered now? 15 A. Soline 87, you'll seethat in column G of
16 MR. BALLANTINE: Yes, your Honor, it is. 16 line 87 it'sblank, and that's because the books of
17 ARBITRATOR: Any objection to 46 being 17 record in the -- the income expense statement does not
18 received? 18 include any legal expenses paid in 2016.
19 (Exhibit 46 was received into evidence.) 19 Q. Youmean abovetheline?
20 MS. HAMRICK: No. 20  A. | wasjust goingto say.
21 ARBITRATOR: Thank you very much, Ms. Hamrick. |21 But below theline -- normally these analyses,
22 Y ou may continue. 22 weonly useamountsthat are abovetheline, and the
23 BY MR.BALLANTINE: 23 books of record actually, as| recall, identify amounts
24 Q. Andjust to take care of this also, Exhibit 24 below thelineasbeing nonrecurring. | don't havethat
25 48, very quickly, 48 isentitled a"Profit-and-Loss 25 document in front of me, | don't have48 so | can't read
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1 it 1 put this $135,000 --
2 Q. Wdl,let megiveit toyou. Maybe we do want 2 Q. $335,000?
3 tolook at 48. Solet medirect your attention to page 3  A. $335,000, thank you, that isbelow thelinein
4 2 of Exhibit 48. 4 thebook of record. | put it herebecause -- so let me
5 A. Right. Soit says, in 6201, or category 6201 5 explain why.
6 it says-- for year-to-dateit has $335,000 in 6 So the supposition hereiswhat if someone
7 nonrecurring legal fees. Sotheway thebooksof record | 7 wereto tell usno, these amounts should not be
8 arekept, thisamount isnot included in net operating 8 amortized and paid in the manner we've recommended, that
9 income, or in the normal expenseincreases, precisely 9 | analyzed and that | recommended, but rather these
10 becauseit'snonrecurring. 10 should betreated asan expense.
11 Q. Anddid the operator explain to you that those 11 Q. Whenyou say "these" --
12 nonrecurring legal fees all related to this rent 12 A. Thelegal fees. Becausethe legal fees-- one
13 control-related litigation? 13 category of legal fees, $400,000, and we're proposing
14  A. That'sright, that'sthe explanation that | 14 that it be amortized.
15 wasgiven. 15 If someone wasto say, no, that's not the
16 Q. Andthosewererea dollarsthat were actually 16 right way todoit, it should betreated as an expense,
17 paidintheyear 2016, correct? 17 themain purpose of doing this 2010-2016 alter native
18  A. That'smy understanding. 18 analysisisto show that if it isto be an expense and
19 Q. Allright. And asamatter of the books of 19 that if acase wereto bebrought based on 2016, or if
20 record showed that due to the fact that those were 20 thecurrent case-- if the 2016 numberswereto be used
21 incurred, that the park actually had a net loss of 21 onthat bass, it would make an enormously greater space
22 $134,000? 22 rentincrease.
23 A. Wwadl, now you'reon page 3 -- 23 I'd liketojust say | don't recommend that
24 Q. No, I'm till on page 2 of the -- I'm talking 24 thisbefollowed. It'snot theright way todoit, in
25 about the books and records. 25 my opinion, but | do think it'simportant that we know
Page 62 Page 64
1 A. Okay. 1 that if legal feesaretreated as an expense, then these
2 ARBITRATOR: You'relooking at the last 2 amountsthat | characterized aslumpy, it really
3 numerical entries on the bottom of page 2 of Exhibit 48? | 3 distorts--
4 MR. BALLANTINE: Yes. Welostit. | had it 4 ARBITRATOR: They are calculated and accounted
5 infront of Dr. St. John again, but yes, we are, your 5 for in one year rather than amortized over whatever the
6 Honor, yes. 6 amortization year is --
7 Q. Somy question was, with the legal fees 7 WITNESS: Thank you, your Honor.
8 incurred, the park showed aloss of $134,000? 8 ARBITRATOR: --if | understand what you are
9 A. That'sright. | might say with legal fees 9 saying correctly.
10 included and with interest expenseincluded. Interest |10 WITNESS: Y es, you are understanding.
11 expenseisalsowhat we call below theline. 11 BY MR.BALLANTINE:
12 Q. Allright. Butthat'sreal dollars, though, 12 Q. And]I think there's another element to it as
13 that the park actually did pay? 13 weéll, that that also then leads to a permanent rent
14  A. It didindeed, both of them arereal dollars, 14 increase as opposed to one that goes for alimited
15 sothepark actually had, in cash terms, a $134,472 15 duration of time and then phases out, correct?
16 loss. 16  A. Thatiscorrect.
17 Q. Soessentialy doesthat mean that the park 17 Q. Becausewhen we compare operating costs we do
18 owners, to close out 2016 they had to actualy pay 18 that to come up with the permanent rent increase?
19 $134,000 into the park? 19  A. That'sright. Exactly. We're proposing that
20 A. I'mnot an accountant, but | believe so. 20 that amount be paid out on an amortized basis over seven
21 Q. 1think the park owners remember doing that. 21 years. Ifit weretobedonethisway, it would bean
22 I'm sure we can ask them. | don't think we need to. 22 enormoudly greater increase and, asyou just said, it
23 All right, so let's go back to Exhibit 47, and 23 would be permanent.
24 wewerejust looking at line 87, | think, on page 2. 24 Q. Andjust sowe're clear, when we say the
25 A. Right. Soin column J, page 2, Exhibit 47, | 25 amount, the $335,000 is only a portion of the legal fees
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1 that are at issue or the subject of the 2016 rent 1 similar to page 4 on the other two exhibits, 45 and 46,
2 increase, correct? 2 that welooked at alittle while ago?
3 A. Thatiscorrect. Thereason | used the 3 A. Yes
4 $335,000 isthat'sthe amount that happenstohavebeen | 4 Q. Soit'sessentially you're using those MNOI
5 paidin 2016. Someone else would haveto say why those | 5 income and expense figures and applying them to the
6 amountswere paid in that year as opposed to someother | 6 methodology dictated under the Santa Barbara County Rent
7 year, if it'simportant, but | smply used that number 7 Control Ordinance?
8 from the booksof record, and if wetreat it asan 8 A. Yes
9 expense, then it hasthisoutcome. 9 Q. Soessentialyitemsl1and 2 arejust
10 Q. Okay. Let meask youthisway. You'vetaked 10 essentiadly just the CPI, 75 percent of CPI allocations
11 about the two waysit could be done, this way or the 11 that we discussed?
12 other way. Would it be fair to say that, in your 12 A. Yep.
13 opinion as an economist in this area of regulatory 13 Q. Andthen page-- or excuse me, No. 3, | guess,
14 economics, that you have got to do it one way or the 14 isthen essentially where the -- where this -- having
15 other. In other words, you can't just ignore the legal 15 expense, the legal and consulting fees kind of shows up
16 feesand expenses; otherwise the park owner doesn'tget |16 intheanayss, correct?
17 arecovery at al for that. 17  A. Yeah. | mean that'swhat | would call the
18 A. That'sabsolutely right. That goesfor 18 distortion occurs here, that the permanent space rent
19 capital improvementsand it goesfor legal feesand 19 increase would be $208.81 per space per month forever,
20 other large, unusual expenses. That haveto behandled |20 by thisanalysis.
21 oneway or theother. 21 Q. Okay. Itwould befair to say, though, this
22 Q. Allright. Solet'sseewhat that -- oh, by 22 analysisisbased onreal dollars expended by the park
23 theway, before we leave page 2, let me direct your 23 in 2016, correct?
24  attention to line 94 that you also referenced, and tell 24  A. ltis, absolutely.
25 uswhat that isand what you did with that. 25 Q. Andthenif wegodown to No. 4, those are the
Page 66 Page 68
1 ARBITRATOR: Which line, I'm sorry? 1 capital expensesthat we had in the rent increase
2 MR. BALLANTINE: Line 94, your Honor, againon | 2 notice, correct?
3 page 2 of Exhibit 47. I'mlooking at line 94, 3 A. Yes
4 referencing consulting. 4 Q. Thestreet paving and electric?
5 WITNESS: Right. So thisisthe same 5 A. Right.
6 principle, that they smply left the consulting feesin 6 Q. Butthen for other amortized amounts,
7 theanalysis, just asthey werein fact paid in columns 7 professional fees, those numbers are different, correct?
8 landJ 8 A. Wadll, theoneon line 159 isdifferent because
9 BY MR.BALLANTINE: 9 | took the $135,000 out of what used to be $400,000.
10 Q. Andagain, those were consulting fees that 10 Q. $335,000?
11  wereincurred relative to the rent control proceedings? 11 A. $335,000, thank you, $335,000 out of the
12 A. Right. 12 $400,000 on the previoustable on Exhibit 46.
13 Q. Andrentincrease calculationsfor the 13 Q. Allright. Sothat leavesonly $65,000 to
14 purposes of the rent control? 14 passthrough as atemporary increase?
15 A. That'sright. 15  A. That'sright.
16 Q. Allright, good, thank you. 16 Q. Youd haveto deduct that, right; otherwise,
17 So then let'sturn to page 3. And page 3 -- | 17 if you left the $400,000 there, it would be essentially
18 think the only thing that | want to bring your attention 18 double recovery and that wouldn't be right?
19 toisline113. If | understand this correctly, 19  A. That'sright, it wouldn't be correct.
20 essentially what this showsisthat if you include the 20 Q. Allright. So, then, if we go down the rest
21 legal and consulting fees related to the rent 21 of the page, then, you have the same permanent rent
22 proceedingsin your income and expense or MNOI analysis, |22 increase calculated onitem No. 3, and then there are
23 you show a net operating loss of $93,000 for 2016. 23 tworevised -- or the one revised temporary?
24  A. Correct. 24  A. That'sright.
25 Q. Andsolet'sgotopage4. Now, ispage4 25 Q. Togettoatotal justified increase of $251?
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1 A. Correct. 1 A. Yes | preparedit.
2 ARBITRATOR: Just so I'm clear, the amounts 2 Q. And thisisthe document on which the rent
3 you have at the bottom, lines 166 through 170 of Exhibit | 3 increase was based, the rent increase we're dealing with
4 47, that's simply an aternative analysis based on what 4 heretoday?
5 you talked about afew moments ago, not what washeing | 5  A. That'sright.
6 sought by the respondent in rent increases in this case? 6 Q. Socanyoutell usalittle bit about this
7 MR. BALLANTINE: Correct. 7 exhibit and how it relates to your analysis that you did
8 WITNESS: That'sright. 8 for 2015 and 20167
9 MR. BALLANTINE: Correct, it'sto show -- 9 A. Wadll, thisisbased on 2015 asthe comparison
10 ARBITRATOR: It'san alternative scenario 10 year, and thisissimply asummary of what isin Table 1
11 sayingif wedid it thisway thisiswhat it would be, 11 for 2015, and asoriginally presented, it summed to
12 rather than that. 12 $108.61 per space.
13 MR. BALLANTINE: Right. Andthereasonwhy |13 The categories 3 and 4 haven't changed. The
14 it's presented, we saw in the briefing the homeowners 14 only thingthat's changed in the new analysisisthe
15 had raised a question, said legal fees are not a capital 15 permanent rent increase, category 1 at thetop --
16 expenseitem, they are not acapital improvementtothe |16 Q. Two?
17 park, you can't treat them as atemporary rent increase 17 A. Two, thank you, which wasat that time $29.31,
18 likeyou would a capital expense like building a 18 andinthecurrent analysis, slightly revised analysis,
19 clubhouse or the streets, and our comment is, well, if 19 it cameto $36.55.
20 youdon't doit that way thisiswhat happens, it's real 20 Q. Andyou're referencing Exhibit 45, the 2015
21 numbers spent, and that's why it's being presented to 21 analysis?
22 your Honor. 22  A. That'sright.
23 ARBITRATOR: An expenseitem rather thanan |23 MR. BALLANTINE: And, your Honor, so we're
24  amortization item. 24 clear, we're asking for what has been noticed, not a
25 MR.BALLANTINE: Exactly. It showsitin 25 different number but we're showing an analysis that
Page 70 Page 72
1 anumber fashion, very analytical. If you apply it to 1 supportsthat number.
2 the exact same analysis, thisis what the differenceis. 2 ARBITRATOR: | understand.
3 ARBITRATOR: Is Exhibit 47 being offered? 3 BY MR.BALLANTINE:
4 MR. BALLANTINE: Yes, itis, your Honor. 4 Q. Allright. Soif youdo it the alternative
5 ARBITRATOR: Thank you. 5 method, somewhat alternative, slightly tweaked, maybe,
6 Any objection to Exhibit 47 being received, 6 isthebest way to put it, or slightly updated, what you
7 Ms. Hamrick? 7 came out with before for permanent MNOI rent increase of
8 MS. HAMRICK: No. 8 $29.31, by doing the application under 45, that would
9 (Exhibit 47 was received into evidence.) 9 actudly support a $36.55 permanent rent increase,
10 ARBITRATOR: Thank you very much. 10 correct?
11 Then 45 through 49 have been received. 11 A. That'scorrect.
12 Y ou may continue. 12 Q. Andthen if we go down to the temporary
13 MR. BALLANTINE: Thank you. 13 increases, and | just want to go through them quickly so
14 So | think, your Honor gave a good segue to 14 we orient ourselves so what we talked about, item 3,
15 what | want to do, just so we're clear. 15 "Capital Improvements and Expenses," tell us what that
16 Q. Let'sgoto Exhibit 2. 16 isandwhat you did.
17 Dr. St. John, | want to just draw your 17 A. Wél, thestreetswerepaved. The cost of the
18 attention to Exhibit 2. It'sin evidence, it's already 18 paving was $274,629.
19 been accepted. Wetalked about it last time and so | 19 Thecommon area electric work was done. The
20 don't want to go through thisin detail because we 20 cost of that was $49,161.
21 dready talked about it but since there's been a 21 In both of those cases, the amortization was
22 three-month break | do want to spend a moment with it 22 doneat 9 percent over 15 years, and theresultsare
23 just to orient ourselves herein light of the new 23 shown both per month and then per space.
24 information we have. 24 Q. Sothey show that they justify atemporary
25 Do you recognize Exhibit 2? 25 space rent increase of the numbers reflected?
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1 A. Right. Thetotal is$23.01 and it will last 1 would not surprise me.
2 for 15years. 2 Q. Allright. Soyou applied those numbers, the
3 Q. Letmeask you about those two things, just 3 9 percent and the 15 years, correct?
4 makesurel'mreal clear. The 15-year period for these 4  A. That'sright.
5 two items of capital improvements and expense, did you 5 Q. Andyou used your professional judgment to do
6 select that number? 6 so0?
7 A. Yes 7 A. And 9 percent, by theway, was accepted in the
8 Q. Anddidyou do it based on your kind of review 8 last proceeding by all parties, so it seemed reasonable
9 of theinformation that you had about these particular 9 toaccept that in this proceeding.
10 capital expenseitems? 10 Q. Oratleast it was accepted by the arbitrator
11 A. Yes 11 repeatedly, correct?
12 Q. Andwe reviewed those backup items before at 12 A. Right,and by Mr. Barr, who wasinvolved in
13 thelast hearing and | don't want to revisit that if we 13 that case.
14 don't haveto. 14 Q. That'sagood point. All right, so then let's
15 But you did look at those -- the information 15 go to the second part, professional fees, and tell us
16 about what was actually done, correct? 16 about those.
17 A. Yes 17  A. Sure. Sothecumulative professional feesare
18 Q. Andinyour professional opinion as an expert 18 recorded as $400,000, and a very rough estimate of the
19 inthisfield of calculating rent increases, was 15 19 professional feesfor this proceeding was $110,000, and
20 years an appropriate number of yearsto use for this 20 applying the 9 percent and in this case a seven-year
21 amortization? 21 timeperiod resultsin the per-month and per-space
22 A. Yes 22 amountsshown on the chart.
23 Q. Didthat 15 yearsreasonably relate to the 23 Q. Let'stak about the amortization period, the
24  expected life of the improvements from an economic 24 sevenyears. Inyour professional judgment, was that
25 standpoint? 25 reasonable and appropriate?
Page 74 Page 76
1 A. Very,veryroughly, yes. 1 A. Yes Itcould beless, it could arguably be
2 Q. Andwithinastandard of reasonableness, as an 2 longer than that. Seven seemsreasonable. Very
3  expert? 3 roughly, it seemsto me, that the amortization of legal
4 A. Yeah, I truly believe so. 4 feesfor one proceeding should ideally expire before we
5 Q. Andsimilarly, the 9 percent rate, was that an 5 haveanother proceeding, and park ownersoften do
6 appropriate rate to use for this amortization? 6 reapply in another casein fiveyearsor ten years,
7 A. | bdieveitis. 7 different periods, but a seven-year period seemed
8 Q. Andagain, isthat based on your experience as 8 reasonable.
9 an expert economist doing these types of calculations? 9 Q. That wasthe period accepted for professional
10  A. Yes. | mean there'sno exact number, it could 10 feesamortization in the last arbitration?
11 bealittlehigher, could bealittle lower. There's 11 A. That'sright, it was.
12 probably arange of reasonableness. | think the9 12 Q. Wevetaked alittle bit about Mr. Barr. He
13 percent ismiddle of therange. 13 wasthe expert called by the homeowners at the 2011
14 Q. Andtherefore, appropriate and reasonable? 14 proceeding, correct?
15  A. Yeah,that'sright. | mean 9 percent by 15 A. Yeah.
16 today'sstandardswhen interest ratesaresolowmay |16 Q. Andyou were there?
17 seemtosome peoplelikeahigh rateof interest butif |17  A. | wasthere.
18 thepark weretogo out for a second mortgagetopave |18 Q. And heworkswith the homeownersin these
19 thestreets, | believethey would pay 9 percent, that 19 typesof proceedings?
20 range 20 A. Hedoes.
21 Q. Maybeeven more? 21 Q. Allright. Haveyou been at proceedingsin
22 A. Maybeeven more. 22 which you've seen or heard Mr. Barr, or Dr. Barr,
23 Q. Haveyou heard of hard money loansto mobile 23 whatever heis, agree that afive-year amortization for
24 home parksin excess of 10 or 12 percent? 24 professiona feesis appropriate?
25 A. Yes. | can't citechapter and verse, but that 25 A. | can'trecall that. | wouldn't be surprised,
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1 but | can't specifically recall him saying that. 1 A. Yeah
2 Q. Doyourecall beingin Clovisin July and 2 Q. Andthe75 percent of CPI, that can't be at
3 hearing him say that? 3 issue or in dispute in these proceedings, correct?
4  A. | cannot recall that particular thing from 4  A. ldon'tthink so. Realistically, | don't
5 that case. | wasthere. 5 think so.
6 Q. Allright, let'ssee. And so, then, tell us 6 Q. Atleast whatever that number is --
7 about the -- well, and these two items, the $400,000 to 7 A. Itshouldn't bein dispute.
8 $110,000, again without going back to the exhibits, you 8 Q. It'snot something subject to having to ask an
9 did see documents that explained what those were for, 9 arbitrator to award?
10 correct? 10 A. That'sright. That'sprecisaly true.
11 A. Yes You mean likeinvoices and so forth? 11 Q. | think we'veresolved that dispute, but there
12 Q. Yeah, summaries. 12 could be adispute asto what that number is, but once
13 A. Right. 13 weall agree on what 75 percent of CPlI is, then that's
14 Q. Andwe marked them, they'rein evidenceandwe |14 something out of the equation for something that the
15 don't need to look through them unlessyou need to. But |15 park owner has to ask the arbitrator for, is that
16 you looked through those and saw there were documents |16 correct?
17 that supported those numbers? 17  A. Yes, that'smy understanding.
18 A. Therearedocumentsthat support those 18 Q. Okay, fair enough. So that'skind of the out
19 numbers. 19 of the equation, but it's there.
20 Q. Andwe can look at those documents to see what 20 A. Yeah.
21 period, for example, those fees related to? 21 Q. Allright. Tell usabout the permanent
22 A. Yes 22 increases and then temporary increases. Isthat simply
23 Q. Okay. So going down theline, then, explain 23 the math from above?
24 the summary of the increases and how we get to the 24  A. Justthemath. | just did the addition. So
25 total. 25 theitem 3 -- thetwo item 3 figures are summed to get
Page 78 Page 80
1 A. Wedll,it'sperfectly smple. The permanent 1 to$23.01, and thetwo item 4 amounts are summed to get
2 increaselabeled "MNOI increase" iscoming fromthetop, | 2 $56.30. Sothesum of all of theseincreases, not
3 and that camefrom theoriginal Table1l. Thevariable, | 3 countingthevariable, is $108.61.
4 by theway, isthe CPI increase, and thisisa point | 4 Q. Okay. And that wasthe amount of rent
5 was making before. 5 increase that was noticed, isthat right?
6 The CPI increases are computed by space, 6 A. Yes that'sright.
7 specifically for each space, and it dependson whatever | 7 Q. Let meask you afew questions about the
8 therentisfor that spaceat thetimethat theincrease 8 backup on the electrical. You looked at the electrical
9 iscalculated, sothey vary. 9 issuealittle bit, isthat correct?
10 Q. AndI guessthe nomenclature would have been 10 A. Yes
11 better to say 75 percent of CPI. 11 Q. Andyou'vetaked alittle bit about the fact
12 A. Correct. 12 that expenses regarding the electrical under the PUC,
13 Q. You meant the partial indexing? 13 thereare certain things that you don't consider for a
14  A. Right,it'salways 75 percent in Santa Barbara |14 rentincrease and there are certain things that you do
15 County. 15 consider, correct?
16 Q. Yeah 16  A. Yes, that'sright.
17  A. Sothat'sthepermanent part. 17 Q. Canyouexplainthat alittle bit?
18 Q. The$29.31? 18  A. Wadll, roughly speaking, the PUC issueisthat
19 A, Waéll, the $29.31 plusthe variable amount, 19 there'san agreement between the public utility and the
20 whatever it isfor each space, and it comesout to a 20 park, that the park will submeter the gasand electric,
21 variableamount that, roughly speaking, it would be |21 electricity cost to the residents, and will charge the
22 $29.31 pluswhatever it wasfor that particular space |22 residentsat theratesthat the public utility charges
23 over that timeperiod. 23 everyone. But thepublic utility chargesthe park a
24 Q. Andyou'velooked at the ordinance, correct? 24 reduced amount in order to leave the park, in theory,
25 Wetaked about that. 25 with residual fundsto maintain the system within the
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1 park. 1 for identification.)
2 Q. Thenlet me ask you about common area because 2 ARBITRATOR: These are Exhibits 50 to 53.
3 you talked about that before. Youincludedinyour MNOI | 3 MR. BALLANTINE: Yes, sir. AndI'll go
4 anaysisafactor of expensesthat the park incurs for 4 through which ones they are. | thought my office had
5 common area expenses related to utilities, correct? 5 doneit so | apologize for the handwriting, but | wrote
6 A. Right, right, that'slines -- back on Exhibit 6 the numbers on each of them to avoid confusion.
7 45, it'slines 38 and 40. 7 ARBITRATOR: All right.
8 Q. Okay. Andwhy did you do that? 8 MR. BALLANTINE: For the record, I'll identify
9 A. Wdl, asl| explained before, we normally take 9 each of these and then | can talk about them.
10 theutility incomeand utility expenses out, at least 10 Exhibit 50 is entitled " Settlement Agreement
11 thegasand dectricincome and expensesout. Butif we |11 Mutua Release.”
12 dothat, then the common area electricity wouldn't be |12 Exhibit 51 is entitled " Amendment to
13 accounted for in any way, so we make an adjustment to |13  Settlement Agreement and Mutual Release.”
14 add it back in, and the protocol that's been used in 14 Exhibit 52 is aletter dated April 30, 2014,
15 other casesis 10 percent, meaning that perhapsthe 15 from the County of Santa Barbara Planning & Development
16 utilities-- thecommon area utilitiesare 10 percent of |16 Department to me. It's atwo-page letter.
17 thetotal. There'sno separate meter sotheresnoway |17 And then Exhibit 53 is a chain of emails
18 totell precisaly, so 10 percent has been used asan 18 involving the people of the Santa Barbara Planning &
19 estimate. 19 Development Department. Thefirst oneisfrom Steve
20 Q. Andinyour professiona opinion, that's 20 Mason, the assistant director of the department, to
21 appropriate? 21 Massoud Abolhoda, the building officia in Santa Barbara
22 A. Itseemstomeit'sappropriate. | mean if 22 County.
23 someonewho knew about electricity wereto testify 23 ARBITRATOR: Do these involve settlement
24 otherwise, | would probably defer -- | would defer to |24 negotiationsin the earlier case?
25 hisor her authority in that area, but | haven't heard |25 MR. BALLANTINE: No. They involvea
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1 thatinthiscaseor in other cases, so 10 percent has 1 settlement agreement not involving the other rent
2 been used quitealot. 2 controls proceedings. They involve a settlement
3 We'vereferred to Dr. Barr quite often. | 3 agreement that led to the electrical work that was done
4 believeit'sthe casethat it was his estimatein some 4 pursuant to -- that's relevant to this proceeding.
5 casein the past that 10 percent would be true, and 5 ARBITRATOR: Okay. It has nothing to do with
6 we'vebeen usingit ever since. 6 the settlement agreement and settlement negotiations as
7 Q. Allright. Sothen let mecirclearound on 7 tothesepartiesin this case --
8 theissue of the common area. Would it be fair to then 8 MR. BALLANTINE: No.
9 say inyour professional opinion as an economist doing 9 ARBITRATOR: -- or the other case?
10 these analyses, that electrical expensesrelated to 10 MR. BALLANTINE: Correct. Nothing to do with
11 common area electric example, or common areaaspectsof |11  any settlement involving these two parties.
12 the park arethings that are subject to compensation to 12 ARBITRATOR: Just wanted to make sure.
13 the park owner through rent increases? 13 MR. BALLANTINE: Yes, your Honor. Nothing to
14  A. That'scorrect. 14 do with any rent proceeding whatsoever, nothing to do
15 Q. Solet megiveyou agroup of documents and 15 with the homeowners. The park was a party to this.
16 ask youtolook at them. It'swhat well mark as 16 ARBITRATOR: Let mejust confirm with
17 Exhibits 50 to 53. I'll ask you to look at those 17 Ms. Davis.
18 while-- 18 Ms. Davis, you folks have received these four
19 Your Honor, if | may approach and providethem |19 exhibits, isthat correct?
20 toyour Honor? 20 MS. DAVIS: Yes, your Honor.
21 ARBITRATOR: Yes. 21 ARBITRATOR: Okay, thank you.
22 MR. BALLANTINE: | previously gave these 22 MR. BALLANTINE: | guess| can offer theminto
23 documentsto the homeownerstoday. | think they have |23 evidence now before | talk about them.
24  seen them well before this, as well. 24 ARBITRATOR: Any objection to these four
25 (Exhibits 50 - 53 were marked 25 exhibits being received, Ms. Davis.
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1 MS. DAVIS: No. 1 A. Uh-huh, | seethat.
2 ARBITRATOR: Thank you. Without objection 2 Q. YouseeinA,insubs1and 2 they reference
3 they arereceived. 3 new transformers?
4 (Exhibits 50 - 53 were received 4 A. Yes
5 into evidence.) 5 Q. Anddoyou seethey relate to common areas?
6 MR. BALLANTINE: Thank you. 6 A. ldo.
7 CLERK: Can| interrupt? Hasthe County 7 Q. Okay.
8 received those exhibits? 8 A. Yeah.
9 MR. BALLANTINE: I think that you have. | 9 Q. Now, inyour opinion, doing the analysis here,
10 know I've given you everything so far electronically. 10 would the work related to these two transformers for
11 I'll make sure you get a set. 11 these two common areas, would those be appropriate to
12 CLERK: Isthat what was on the disk? 12 includein arent increase?
13 MR.BALLANTINE: I'll double-check. If they 13  A. Yes
14 arenot onthedisk, I'll give them to you 14 Q. Thenl guess| haveto go back to 50. |
15 electronically and anything we will provide 15 apologize. | try not to jump back and forth.
16 electronically. 16 ARBITRATOR: Question from the bench.
17 CLERK: Okay, thank you. 17 Theincrease that you referred to a moment
18 MR. BALLANTINE: And just to that, and the 18 ago, Dr. St. John, that would be an increase that would
19 clerk had asked us for electronic versions of all 19 beamortized rather than be permanent, is that correct?
20 exhibits, and we gave them everything that we've marked |20 WITNESS: It probably should be amortized.
21 previoudly, aswell as, | note, the first group that we 21 ARBITRATOR: Got it. Thank you.
22 looked at. I'm not sure if we included this. 22 BY MR.BALLANTINE:
23 ARBITRATOR: | assumethisisfromyoufolks |23 Q. Andinfact, you'velooked at the documents,
24 or from the County, from the respondent? 24  correct, regarding this rent increase?
25 MR. BALLANTINE: We sent your Honor the exact |25 A. Yes
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1 samething that we sent to the County, in case you 1 Q. So Exhibit 2 has some reference to common area
2 preferred electronic to paper. Some people like to have 2 electrical work costing about $60,000?
3 both. 3 A. That'sright.
4 ARBITRATOR: Off the record. 4 Q. Andtoyour recollection, did that include
5 (Discussion off the record.) 5 replacing the two common area transformers?
6 ARBITRATOR: Back on the record. 6 A. | believeit did. Thereason | said
7 Y ou may continue. 7 "probably" and not " certainly" issimply because what |
8 MR. BALLANTINE: Thank you. 8 don't recall isthe breakdown -- at thismoment | don't
9 Q. Dr. St John, I've handed you Exhibits 50 to 9 recall the breakdown of the common area electrical work
10 53. Haveyou seen those documents? 10 and sol don't know how much the transformer part of it
11 A. Yes I'veseen them. 11 was. Thereweresomeother things, asl recall.
12 Q. Andyou'vereviewed them as part of your work 12 Q. Yeah. Wdl, then the other thing was, we can
13 inthiscase? 13 look at it herein Exhibit 51, which let's finish off
14  A. | have 14 before we go back to 50, Item No. 4, it talks about a
15 Q. Maybethe easiest thing to dois go to Exhibit 15 new permanent service connection for 100-amp service to
16 51, whichisan amendment to 50. Andon51, I'll bring |16 Space 92?
17 your attention to page 2 of this document. 17 A. Yes
18 A. Yes 18 Q. That wasthe other item?
19 Q. Andthere'sanitem No. 1that says. "The 19  A. | see okay.
20 parties hereby modify the scope of work set forthinthe |20 Q. And to your knowledge, then, that was given a
21 agreement.” 21 new line, basically anew connection for that one space,
22 Do you see that? 22 correct?
23 A. Yes/ | do 23 A. Yeah. Andall of thiswasin the nature of a
24 Q. Andthenit describes some electrical work to 24 project. Thiswasall part of what | would call a
25 bedone, correct? 25 project, and that'swhat this settlement agreement had
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1 todowith. 1 penaltiesthat were reflected in the books and records?
2 Q. Allright. Let meask you, then, to go back 2 A. Right, | don't recall any other penalties of
3 to Exhibit 50 and look at page -- | thought it was 3 anykind.
4 carried over to 51, but | was mistaken -- page 3, and 4 Q. Okay. Solet memoveto Exhibit 50. | think
5 I'll actually have you look at Recital F. 5 weredonewith51. Let meask youtolook at 52. This
6 A. Yes I'mlookingthere. 6 isadocument you've looked at before?
7 Q. Andl'll just readit into the record so again 7 A. Yes
8 we'rekind of literally all on the same page. 8 Q. And! want to read a couple partsinto the
9 ARBITRATOR: Read it slowly. 9 record and then ask you about them and I'll do my best
10 MR. BALLANTINE: Will do. Mr. McClurehas |10 todoitsowly.
11 trained me. | may not be avery good student but he's 11 | want to read the last clause on the first
12 tried. 12 page. It says:
13 "F, Nomad will pay the department the sum of 13 "The building and safety division of the
14 $2,000 upon itsinitial submission of its plans as 14 SantaBarbara County Planning & Development Department
15 provided for herein and pay the permit costs required 15 withdraws the following notices of violation and notices
16 under the current fee ordinance. The cost for the 16 of determination and vacates all outstanding fines and
17 required permit is $1,221.97. The penalty fee 17 pendties."
18 requirement under the Building Fee Ordinance will be 18 Do you see that?
19 waived. Payment will be made upon submittal of the 19 A. Yes/ | do.
20 plans, asdescribed in this, on or before January 14, 20 Q. Andthat wasin 2014. Isthat consistent with
21 2011. Said paymentsshall bein full and complete 21 your understanding of the records, that there were no
22 satisfaction of al costs and abatement or compliance 22 outstanding -- there were no penalties or fines that
23 pursuant to Santa Barbara County Code Section 10-20.12." |23 came up in any of the books and records?
24 Do you see that paragraph? 24  A. Right.
25 WITNESS: Yes. 25 Q. Andthen onthetop of page 2, the first
Page 90 Page 92
1 BY MR.BALLANTINE: 1 paragraph says, and I'll read a portion of it:
2 Q. Solet meask you afew things about that. 2 "In accordance with the foregoing, the
3 There's areference to a $2,000 payment as a 3 Building & Safety Division of the Santa Barbara County
4 processing fee for theinitial submissions of the plans, 4 Planning & Development Department hereby permanently and
5 correct? 5 forever withdraws all outstanding notices of violation
6 A. Itappearsso. 6 and notices of determination and vacates all outstanding
7 Q. Andwould it befair to say that you did not 7 finesrelated to the violation Case No.," and then
8 include that $2,000 as something that's in the, 8 there'sacase number, "Nomad Village Mobile Home Park,"
9 essentidly, the expenses that are part of the basis of 9 andit hasthe address, "and no sums are currently owing
10 therent increasein this case? 10 by the property owner or lessee of this property,” et
11 A. That'strue. 11 cetera. It goeson.
12 Q. Andwould the same be the case, the $1,221 12 Do you see that?
13 cost for the required permit? 13  A. Yes | do.
14  A. That'snot here, either. 14 Q. lIsthat consistent with your analysis -- that
15 Q. Okay. Andthenit aso says"The penalty 15 is, you haven't included -- there are no fines or
16 reguirement under the building fee ordinance will be 16 penalties or anything related to a notice of violation
17 waived." 17 thatisacost to the homeowners as the basis of the
18 Isit fair to say that there's no penalty cost 18 rentincreasein your anaysis?
19 whatsoever in any of the expenses that you included as 19  A. Yeah, that'smy understanding.
20 thebasisof your rent increase? 200 Q. And--
21  A. Tothebest of my memory, no. 21  A. Nofines, no penalties.
22 Q. Andinfact, you seethat the County said 22 Q. That would include -- your understanding is
23 there were no penalty? 23 supported by thisletter, correct?
24  A. Inthiscase, right, exactly. 24  A. Yes/itis.
25 Q. Fartosay, you'renot aware of any other 25 Q. Andthenlet metry to move quickly and go
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1 through Exhibit 53. Have you looked at this document? 1 increasesever.
2 A. Yes | have 2 Q. Infact, if arentincreaseis necessary to
3 Q. Andthere'ssome highlighted portionsto try 3 compensate a park owner for increased expenses, is the
4 tomakeit quicker for usto go through this. Let me 4 park owner entitled to those increased expenses under
5 just ask you this. You'velooked at this document, 5 the Santa Barbara County Rent Control Ordinance?
6 correct? 6 A. Yes
7 A. Yes | have 7 Q. Andwevelooked at how you've calculated that
8 Q. Doesthisindicate to you that the $2,000 8 inthe exhibits you've presented earlier today?
9 payment that the park made in 2011 was for the labor 9 A. Right. And | might say there's sometension
10 cost to the Building Department? 10 between thetwo purposes of rent control because, of
11 A. It appearsso. 11 course, residentswill prefer therentsbelower and
12 Q. Butinany event, the $2,000 chargeis never 12 park ownersin general prefer the rentsbe higher, and
13 charged as part of the rent increase? 13 it'sour job -- hisHonor'sjob, our job --totry to
14  A. No, becausewe'renot using 2011. 14 figurethat out, to come to some balance between the
15 Q. Fair enough. Let mejust then ask you one 15 two. And there'sarange of reasonableness, but it's
16 other area, acouple of questions. 16 really important that rentsare stabilized so that
17 ARBITRATOR: Arewe through with Exhibit 53? |17 residentshavethat kind of stability, and it'salso
18 MR. BALLANTINE: Yes,weare. Thank you, your |18 important that the park ownersnot get denied a fair
19 Honor. 19 return.
20 BY MR.BALLANTINE: 20 Q. Okay. Andwould it also befair to say that's
21 Q. Letmeask you one other area of questioning. 21 essentially aregulatory process, what you've just
22 You'e pretty familiar already with rent control in the 22 talked about?
23 mobile home context, correct? 23  A. That'sright.
24  A. Yeah. 24 Q. Andwould it befair to say also that that
25 Q. Wouldyou say it confers a benefit on the 25 regulatory process has costs?
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1 homeowners, the existence of rent control ordinances 1 A. Itiscostly.
2 such asthe County of Santa Barbara's? 2 Q. Coststo the park?
3 A. Yes 3 A. Ther€scost tothepark, there's cost to
4 Q. Tdlusingenera termswhat those benefits 4 homeowners.
5 areof an ordinance such as Santa Barbara's. 5 Q. Andinyour opinion, those regulatory coststo
6 A. Wadll, thebenefitsto homeowners arethat 6 the park, isthat something the park owner is entitled
7 their rent islessthan -- presumably lessthan it would | 7 torecover?
8 otherwisebein an open market; the values of their 8 A. Yes absolutely.
9 homesaresupported in amanner that they might notbe | 9 Q. And| guess| have one question, actually
10 in an open market. 10 going back to those Exhibits 50 through 53. We don't
11 Q. Meaning the value of the homes are higher? 11 havetolook at them, but thoserelate to a
12 A. Valuesof thehomesare higher than they quite |12 regulatory -- would it be fair to say that those relate
13 probably would otherwise beif therentswere not 13 toaregulatory process regarding, essentialy, the
14 controlled. 14 operation of the park and essentially the building
15 Q. Anddoesrent control also impose an 15 code-type requirements that are governing the park?
16 obligation to ensure that the park owner receives afair 16  A. Wdl, yeah. | mean thisiskind of an example
17 return? 17 of what | was saying before, that the multi-faceted
18 A. Yes. Theparalld right, rent control 18 regulation of mobile home parksisa burdensome process
19 ordinancesalmost all say that rentswill be stabilized |19 and thereare many agenciesinvolved, and it is
20 insuch away asto protect homeownersand that, 20 expensive, costly to comply.
21 simultaneoudly, the park owner isguaranteed a fair 21 Q. Andisthat, again speaking as an expert
22 return oninvestment. 22 economist working in the mobile home industry, is that
23 Q. Sowouldit befair to say that rent control 23 type of expense atypical expense that park ownersincur
24 doesn't equal no rent increases, ever? 24 from timeto time operating parks?
25 A. No, it doesnot. It doesnot mean norent 25 A. Whenyou say "type of expense," you mean the
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1 expensesassociated with figuring out, with the County, | 1 them aday or two ago.
2 what will bedone? For example, with thiselectric 2 ARBITRATOR: My office, for whatever reason,
3 problem that arose, that how will that be resolved? 3 did not receive those. If you have a duplicate set of
4 Q. Correct, the park dealing with the regulatory 4 them here I'll be happy to take alook at them now.
5 agency on an issue such as that one? 5 MS. DAVIS: We have an additional Exhibit M.
6 A. Exactly,yes. | meanitiscostly, there's 6 ARBITRATOR: All right.
7 back and forth, there'sletters, there'sthe necessity 7 MS. DAVIS: After --
8 toemploy attorneysto help figureit out, and other 8 ARBITRATOR: If questions are going to be
9 expertssometimes, so, yes, | mean it isa costly 9 based on those exhibitsthat | don't have and the
10 process. 10 County -- the clerk who is here with usin the hearing
11 Q. Andinyour opinion, as an economist dealing 11 room isnot aware of, then we need to take a break so
12 with rent control issues, regulatory rent control issues 12 that she can find those, get them copied for us and then
13 in mobile home parks, are those costs of dealing with 13 we can proceed from there.
14 theseissuesthat you have just articulated appropriate 14 It's11:20. It'salittle bit early for
15 to be compensated -- for the park owner to be 15 lunch. Isanybody willing to take lunch now and come
16 compensated through arent increase? 16 back about 12:15 and then we just go until we get done
17 A. Yes 17  after that?
18 MR. BALLANTINE: Thank you. 18 MR. BALLANTINE: Either way. Or if they have
19 Y our Honor, | don't have anything else for 19 some questions that don't involve the exhibits, we can
20 Dr. St. John right now. 20 dothose now and then break. So whatever --
21 ARBITRATOR: Thank you. 21 ARBITRATOR: I'd rather do it contiguoudly, if
22 Cross-examination. 22 wecan. | think it would be better for my note taking,
23 MS. DAVIS: Your Honor, first I'd like to ask 23 and one of the thingsthat | am, frankly, wrestling
24  if you have received our exhibits. 24 with, and I'll alert everybody to it now, is whether or
25 ARBITRATOR: | havereceived ExhibitsA, B, C |25 not I'm going to want to hear oral argument at the
Page 98 Page 100
1 and D. Those arethe only exhihits. 1 conclusion of the hearing today or whether I'm going to
2 MS. DAVIS: No, we e-mailed you Exhibits E 2 want to have briefs, closing argument in writing.
3 through L, Homeowners Exhibits E through L, and an 3 MR. BALLANTINE: I'd be glad to weighin on
4 Exhibit from 2011 called Waterhouse Q. 4 that whenever you would like me to.
5 ARBITRATOR: | don't seethat | have received 5 ARBITRATOR: Wéll, let'sjust get to the end.
6 them. 6 My instinct at the moment, given all of this, I'm
7 Has the County received them? 7 thinking | want written briefs, but we'll see. |
8 CLERK: No, sir. 8 understand that that's a cost to the parties, but | want
9 ARBITRATOR: Have you received them, 9 togetitright.
10 Mr. Ballantine? 10 MR. BALLANTINE: No, that'sfair enough, and |
11 MS. DAVIS: Mr. Grady has received them. 11 think it's appropriate.
12 CLERK: Mr. Grady hasreceived them? He'snot |12 And your Honor may recall that one of the
13 here. | can confirm. 13 thingsthat | suggested at the last hearing would be
14 MS. DAVIS: Mr. Ballantine, you have received 14 appropriate, there's an element of thisrent increase
15 them, correct? 15 that involves evidence essentially that's not in yet,
16 MR.BALLANTINE: | wasgoing to answer the |16 whichisthe costs of the proceedings and the fees and
17 question but | didn't want to talk over somebody €lse, 17 professional fees, and I'd suggest that we do that, and
18 for various reasons. 18 itisfairly typical in these proceedings by the way of
19 Y our Honor, yes, I've received some documents 19 apost-trial motion, essentialy, like youwould in a
20 fromthe homeowners. | didn't track what Ms. Davisjust |20 civil case with attorneys fees put in after judgment
21 said now so I'm not sureif it's the same thing, but | 21 and then we provide our itemized statements, and
22 did receive some documents from the homeownersthat | |22 essentially that's mostly what the brief is.
23 actually have some objection to, but in any event | did 23 ARBITRATOR: And the amortized breakdown of
24 received some documents from the homeownersaday or two |24 some kind?
25 ago. | would note they're quite voluminous and | saw 25 MR. BALLANTINE: Wéll, the amortized breakdown
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1 istheresoit would redly be the fee statements to 1 that Ms. Hamrick is here. |sshe going to be here this
2 support that number, which we would present and the 2 dfternoon? Ms. Hamrick is not going to be here this
3 homeowners would have a chance to then comment onthat, | 3 afternoon?
4 just like apost trial motion on attorney's fees, 4 MS. DAVIS: No. Sheonly had half aday.
5 essentidly. 5 ARBITRATOR: Oh, okay.
6 ARBITRATOR: Post-trial motions on attorney's 6 And whois at the counsel table with you?
7 fees, of course, always changes the amount that oneside | 7 MS. DAVIS: Abel Pizano, another homeowners
8 isgoing to haveto pay to the other. 8 representative.
9 MR. BALLANTINE: Yeah. I'll represent that 9 ARBITRATOR: Would you state your name, spell
10 what we did in this case was we had an amount that we |10 it, and give us your address, please, Sir.
11 included in the notice of rent increase that went out at 11 MR. PIZANO: Abel Pizano, 4326 Calle Redl,
12 $110,000, and that was based upon the amount that was |12 No. 44, Santa Barbara, California, 93110.
13 awarded at the prior arbitration proceeding, so we 13 ARBITRATOR: Thank you. Niceto have you with
14 thought it was areasonable estimate. We've actually 14 us.
15 exceeded that amount, so | think we're capped at that 15 Wewon't deal with the exhibitsyet. I'm
16 for the purposes of this proceeding. | think we just 16 going to alow completion of the cross-examination of
17 havetotry to justify it to your Honor, which we're 17 Dr. St. John before we go any further.
18 prepared to do and prepared to do, like | said, by 18 Isthat okay with you, maam?
19 post-trial motion. 19 MS. DAVIS: Yes.
20 ARBITRATOR: Okay. We'l deal with that in 20 ARBITRATOR: All right, Ms. Davis, your
21 more detail later. 21 cross-examination of Dr. St. John.
22 Let'stake arecess now. It's11:20. 22
23 Is an hour going to be enough, Madam Clerk, to 23 CROSS-EXAMINATION
24  get whatever we need? 24 BY MS.DAVIS:
25 CLERK: Yes. 25 Q. Dr. St John, have you read Chapter 11A or
Page 102 Page 104
1 ARBITRATOR: That being the case, let's come 1 just 11A-5?
2 back at 12:30 and we'll bein session from 12:30 until 2 A. Canyou say that again, ask it again? |
3 we get through, and then | will decide whether I'mgoing | 3 didn't hear you.
4 to take the case under submission with oral argument 4 Q. Haveyou read the complete ordinance or just
5 today or whether I'm going to ask for written argument, 5 11A-5?
6 first from the petitioner and then from the respondent, 6 A. No, no, I'veread thewhole ordinance.
7 andthenareply. | think that's what I'm going to do, 7 Q. Didyou notice anywhere in the ordinance where
8 but I'll certainly hear from people. 8 it says "maintenance of net operating income"?
9 MR. BALLANTINE: Very good. AndI'll beglad | 9  A. | don't believe so.
10 totalk tothe homeowners during the break and seeif we |10 Q. Isbaseyear and comparison year anywherein
11 can come to an agreement. 11 the ordinance?
12 ARBITRATOR: I'mnot goingtodoitasa 12 ARBITRATOR: | didn't hear the question. I'm
13 statutory "You have 30 days and then you have this." | 13 sorry, maam, | didn't hear the question.
14 want to see how much time you think you'll need and 14 BY MS. DAVIS:
15 that'swhat we'll do. | don't want to make it onerous 15 Q. Isbaseyear and comparison year in the
16 or moreonerousthan it isinherently but | want tomake |16 ordinance?
17 surethat my head istruly on straight when | have the 17 MR. BALLANTINE: Objection. Vague and
18 case under submission when | make my ruling, whatever it |18 ambiguous. Those terms or those concepts? They could
19 turnsoutto beis. 19 bedifferent.
20 MR. BALLANTINE: Appreciateit. 20 BY MS.DAVIS:
21 ARBITRATOR: Thank you very much, folks. 21 Q. Aretheterms"baseyear" and "comparison
22 (The lunch recess was taken.) 22 year" anywhere in the ordinance?
23 (Exhibits E - M marked for identification.) 23 A. | don't remember seeing either term used in
24 ARBITRATOR: We'reback ontherecordinthe |24 theordinance.
25 matter of Nomad Village Mobile Home Park. | don'tsee |25 Q. Butyou interpreted the concept of base year
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1 and comparison year in the ordinance? 1 Q. Now, thatis75 percent of 8.3 percent of the

2 A. Basically, yes. 2 rent, right?

3 Q. Where? 3 A. Right.

4  A. Youknow, | interpreted Section 11A-5, 4 Q. Anddidyou build into that figure the 75

5 Subsection |, inthebest way | could, and it seemedto | 5 percent of 8.3 percent of the difference in CPI between

6 methat using two yearswasthe appropriatethingtodo, | 6 2010 and 2015 that the homeowners had already paid?

7 becausethetimeperiod in question runsfrom -- 7 A. Yes

8 Q. I'msorry, could you speak louder, please? 8 Q. Soyou'resaying that after they have already

9 A. Now my microphoneison. | begyour pardon. 9 paidthat 75 percent, they need to pay another 75
10 Sothetime period in question is between the 10 percent?
11 last year considered in thelast increaseand what we're |11 A. No, no, no. Theordinanceisquiteclear.
12 callingthecomparison year. Sotherelevant timespan |12 We'resupposed tolook at the amountsthat were awar ded
13 isbetween 2010 and 2015. 13 for what we're calling the CPI increase -- actually, the
14 Q. That actually says, earlier in the ordinance, 14 accumulated CPI increases from 2010 to 2015 -- and
15 theimmediately preceding 12 months or since the last 15 consider them and usethem in the particular way this
16 increase. Every year, isn't there arent increase every 16 ordinancerequires, which iswhen we consider that half
17 year with the automatic increase? 17 of that amount waswhat the ordinanceiscalling fair
18  A. No. It'sallowed to beevery year, but there 18 "returnoninvestment," and theother half iswhat the
19 wasnoincrease, for example, in 2015. Sothelast 19 ordinancecalls" expenseincreases.”
20 increase, in afavored-term sense, was an increase 20 Q. No,werenot at that line yet.
21 pursuant to what we've been callingthe 2011 case,and (21 A. Oh.
22 that ended in 2010. 22 Q. What I'm asking, between or during the years
23 Q. Andthat'swhere you got the concept of base 23 2010, 2011, up to 2015, homeowners have aready paid 75
24  year and comparison year? 24 percent of the accumulative 8.3 percent?
25 A. Yes 25 A. Yes that'strue

Page 106 Page 108

1 Q. Inmanagement'srent increase letter, he said 1 Q. Andyouwere saying that that isn't enough,

2 thelast rent increase was 2014. That's Exhibit 1, | 2 that we need to pay another 75 percent of the CPI for

3 believe. 3 thosefiveyears?

4 A. Right. 4 A. No, ma'am, no, ma'am, not another 75 percent.

5 Q. So-- 5 If I can refer you to column J, and line 140,

6 A. Thelastincrease wasin 2014, until 2016. 6 which you'repointing to, line 140 has already been

7 Q. Butyou're using 2010. 7 imposed or applied to the rents and we're not asking for

8 A. That'strue. And we'reusing all of the 8 that again.

9 amountsallowed since 2010, which wasan increasein | 9 So the operativeline, which is 149, isthe
10 2011, 2012, 2013, 2014, and 2016, now. 10 additional amount that isrequired on account of the
11 Q. All the amounts allowed, you said? 11 expenseincreases. Soin the addition of thiscolumn,
12 A. All of theamountsactually imposed. It's 12 it comesto -- well, on Table 45 it comesto $115.85,
13 allowed by the ordinance and noticed of homeownersand |13 and intheoriginal version it cameto $108 and some
14 paid by homeowners. 14 cents. That doesnot include the already-imposed
15 Q. Thekey word hereis"paid by homeowners." 15 amounts, which is, asyou say -- | mean you'reright,
16 Let'sgo to your Exhibit 45, page 4. 16 thoseamountsarealready in therent structure. They
17 A. Yes 17 don't require-- they don't need to be approved again
18 Q. Line140. 18 becausethey'realready there. They arethe automatic
19 ARBITRATOR: Let me get there. 19 part and homeownersarealready paying it and nobody is
20 WITNESS: I'm sorry, line? 20 sayingthat they should pay any morein that category.
21 BY MS.DAVIS: 21 Q. Weél, youare. You are saying that we need to
22 Q. Linel40-- 22 pay another 75 percent --
23 A. Yes 23 A. No, ma'am.
24 Q. --theCPl-judtified space rent increase. 24 Q. --of thebaserentsin 20107
25 A. Yes 25 A. Actually, no, I'm not. Becausethe $90.73
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1 that | calculated on line 140 does not get added into 1 did not take the base year rents for 2010, subtract the
2 therent increase we'rerequesting. 2 base year operating expenses and get an amount -- your
3 If you look at the math, the math at the 3 traditional MNOI analysis, I'm speaking of.
4 bottom, permanent, 36; seven-year, 56 and change; 4 A. Oh, areyou speaking about the Table 1 that we
5 15-year, 23 and a penny. 5 looked at in November?
6 Those amountsinclude the $36.55 but nothing 6 Q. No. I'mtalking about "Fair Return in the
7 abovethat. What'sabovethat is, asyou wer e saying, 7 Cdifornia Courts," the publication you have on your web
8 theamountsthat have already been charged and paid. | 8 site.
9 Q. Idon'tthink you're understanding what I'm 9 A. Yes
10 saying. 10 Q. Youexplainfair return formulas.
11 A. Oh. 11 A. Yes
12 MR. BALLANTINE: Objection. Argumentative. |12 Q. And your traditional maintenance of net
13 BY MS. DAVIS: 13 operating incomes formulais different from this?
14 Q. Allright, let me be clearer, please, because 14  A. That'strue.
15 | don't understand your response to my question. Is 15 Q. Sohow doyou justify charging homeowners
16 that okay? 16 another 75 percent of the CPI for those years?
17 A. Yes 17 MR. BALLANTINE: Objection. Asked and
18 ARBITRATOR: Yes. 18 answered. He said repeatedly he's not.
19 BY MS. DAVIS: 19 ARBITRATOR: I'm going to let him answer it
20 Q. In 2010 homeowners paid an automatic increase 20 again and then we're going to move on.
21 of, let'ssay, 1.5 percent? 21 Y ou may respond.
22 A. Yes 22 WITNESS: Truly, we have not. | mean |
23 Q. Theseare not accurate, you understand that? 23 understand that you have looked at the MNOI analysisin
24  A. | dounderstand. 24 my "Fair Return in the California Courts," and | do
25 Q. In 2011 we paid another automatic increase -- 25 understand that it is different from the analysis that
Page 110 Page 112
1 A. That'sright. 1 theordinance asks usto doin this case --
2 Q. --of the75 percent of the CPI. 2 ARBITRATOR: That's because the Santa Barbara
3 A. Yes 3 ordinanceisdifferent from what you were doing in that
4 Q. 2012,2013, 2014, 2015. 4 paper that you have online?
5 Now, the time between 2010 and 2015 was an 5 WITNESS: Right, exactly. The paper that |
6 aggregate of 8.3 percent of the change in the CPI. 6 have online outlined several different fair return
7 During those six years, the homeowners paid 7 systems, none of which apply here because Santa Barbara
8 that 8.3 percent -- 75 percent of that 8.3 percent in 8 isanunusual, they have a somewhat unusual way of doing
9 CPl inthe automatic increases. And your analysis here 9 the computations.
10 hasuspaying 75 percent of that aggregate of 8.3 10 Like | said before, the Santa Barbara
11 percent again, in the amount of $35,286.16. 11 ordinanceiswhat | call cost pass-through ordinance, or
12 A. Youknow, | can only repeat what | said 12 maybe we should say an expense pass-through ordinance.
13 before. You'remistaken in your understanding of what |13 And | have cometo likeit, actualy, I've cometo
14 thispage means, because the 75 per cent of the CPI, 14 appreciate the beauty of the Santa Barbara way of doing
15 which, on average over thistime period, would be 15 it. It'sunusual, but it's not wrong because it allows
16 $19.73, hasalready been paid by the homeownersandis |16 park ownersfull compensation for all cost increases,
17 not being asked for again. That'stheway this 17 andit doesitin alittle bit different way from the
18 ordinance works. 18 MNOI formulathat | talk about in that paper.
19 Q. AndI'msorry, and it has not been asked for 19 ARBITRATOR: Thetotal amount isthe -- |
20 again? 20 don't have the other exhibit in front of me at the
21  A. It hasnot been asked for again. 21 moment, but at the bottom of page 4 of Exhibit 45 --
22 What isbeing asked for again isthe extra 22 WITNESS: Yes.
23 amount, because the expenses went up by alot morethan |23 ARBITRATOR: -- the $115.85 isthe tota
24 theCPI. 24 amount of increase that is being sought.
25 Q. Thatisnot what your formulasays here. You 25 WITNESS: Well, the comparable amount that was
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1 noticed to residents is the amount on Exhibit 2, which 1 homeowners, asavingsfor park owners, a savingsfor
2 was $108 and change. 2 arbitratorsnot doit every year. It'scumbersometo do
3 MR.BALLANTINE: 61 cents. $108.61. That's 3 thesethingssowedoit over atime span, fiveyears,
4 what was noticed. That'swhat is being sought. 4 seven years, however often the park owners chooseto
5 ARBITRATOR: The mathematical formulatoget | 5 apply.
6 therewas substantively the same, it's just that we have 6 Q. Don'tyou think it would be reasonable for a
7 different numbersin the formula. 7 park owner to notice 11A-5(1) and (2), sinceit is
8 MR. BALLANTINE: It wasalittle bit 8 gpecified in the, since both of them are specified in
9 different, yes. 9 theordinance that they couldn't really be contested by
10 WITNESS: Right. The method of calculationin |10 homeowners, so why wait five years?
11 theoriginal wasalittle different. Thisoneisthe 11 A. Wdl, likel said, | mean it's cumbersometo
12 onel would stand behind at this moment because -- 12 doit every year. Areyou sayingthat --
13 ARBITRATOR: Theonein Exhibit 45. Butit's |13 Q. They haveto send the rent notice increase
14 too late for this herein terms of -- 14 every year anyway.
15 WITNESS: Exactly, but as to the method -- | 15 A. They do, and they do the calculationsthis
16 mean at the last hearing in November you asked at the 16 way. They follow the ordinancein -- my under standing,
17 end of the hearing that | revisit the analysis and try 17 they follow the ordinancein doing the calculation every
18 tomakeit so that we can all understand it. 18 year in advance of the noticed rent increase, the
19 ARBITRATOR: My last note on my yellow pad. |19 automatic, we call the CPI increase.
20 WITNESS: And we did exactly that, so | really 20 What ownersdon't do every year iscompileall
21 appreciated that you gave that specific instruction 21 theexpenseincreasesand attempt to passthose through.
22 becauseit allowed meto do what arguably | should have |22 Thisyear the park owner decided to dothat. That's
23 doneoriginaly, whichisreally figure out how does 23  why --
24  Santa Barbara County do this, what is intended, and | 24 ARBITRATOR: In addition to the 75 percent
25 believel've got it right thistime. 25 CPl.
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1 ARBITRATOR: All right. Next question, 1 WITNESS: In addition to the 75, which has
2 please 2 aready been imposed and paid and no oneis arguing
3 BY MS.DAVIS: 3 about that. Well, perhaps the homeowners are.
4 Q. You said that you began acalculation 4 BY MS. DAVIS:
5 according to 5(i) and continued on, is that what you 5 Q. Automaticincrease -- it'sdefined in the
6 said? 5(i), 11A-5(i)? 6 ordinance, right?
7 A. 11A-5(i) istheordinance section that tells 7 A. | beieveso.
8 ushow todothis. 8 Q. Oh,yesit's11A-5(a)(2). Now, the automatic
9 Q. What about 5(i)(1) that it says: "First, 9 increase, no matter what the time span, what the time
10 grant one half of the automatic increase to management |10 period is, the automatic increase is that which is
11 asajust and reasonable return on investment”? 11 noticed to every homeowner as the annual increase. It
12 A. Right. 12 saysthat hereinafter G, 11A-5(g), "The arbitrator shall
13 Q. Youhave here one half of afive-year time 13 automaticaly allow arent increase of 75 percent of the
14 period. 14 CPI increase, hereinafter ‘automatic increase.
15  A. Weéll, we'reaggregating over fiveyears, but 15 A. Yes
16 it'sthe same concept. 16 Q. Doesthat apply to the increase that
17 Q. Butit specifically saysthe automatic 17 management noticed as the automatic CPI increase?
18 increase. 18  A. Inmy understanding, that isthe automatic
19  A. Right. Theaccumulated automatic increases. 19 increase.
20 You haveto -- after all, the park ownersdon't normally |20 Q. Yes. Soone haf of the automatic increase
21 dothiseveryyear. Soif weredoingit in oneyear, 21 for fair return on investment and increased operating
22 then we'd only belooking at oneyear; if we'redoingit |22 expensesit saysyou down have here, should that not be
23 after fiveyears, and thereforewe'redoing it for the 23 one haf of the automatic increase, as noticed by
24 wholefive-year period. 24 management?
25 It'sasavingsfor all of us, a savingsfor 25 A. Weéll,theCPI increaseisthewholeof it, or
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1 | should say 75 percent of CPI, and theordinancecalls | 1 theCPI each year. That'sone.
2 half of it the automatic increase for fair return, and 2 Nothing morethan that isallowed unlessand
3 it callstheother half theincreaseto cover expenses. 3 until apark owner comesforward, asthe park owner has
4 It'sjust nomenclature, just a way of speaking 4 now come forward, with excess expenses, both in the
5 aboutit. It'swhat | consider akind of an arbitrary 5 permanent category and in thetemporary category, and
6 bifurcation of thewhole amount. Thewholeamountis75 | 6 that'sexactly what ishappening here.
7 percent of the CPI for therelevant time period. 7 Q. Actualy, Dr. St. John, if the homeowners do
8 ARBITRATOR: Andif I'm understanding your 8 not object to the rent increase, arbitration doesn't
9 testimony correctly, I'm just going to pick a number, if 9 haveto happen. That isthe point | wastrying to make.
10 the 75 percent number was $100, that iswhat isgoingto |10  A. | see.
11 beimposed, but it's going to be described in two $50 11 Q. Sodidwetak about why you chose -- it seems
12 increments. 12 very time consuming and difficult to create aformula
13 WITNESS: That'sright. 13 from the ordinance. Why didn't you use your traditional
14 ARBITRATOR: Becauseit'sdefined -- the $100 |14 MNOI formulato begin with? | mean, just to passit by
15 automatic increase is broken down withintheordinance |15 us.
16 to havethese two componentswhichissimply theway the |16 ~ A. Waéll, it seemsto methat we should follow the
17 ordinance dividesit. 17 ordinanceasclosely aswe can, so that'swhat | have
18 WITNESS: That'sthe way the ordinance divides |18 done.
19 it. | mean there's no requirements in the ordinance 19 Q. | supposethat'sfor hisHonor to decide. The
20 that park owners break it down into those two components |20 homeowners disagree.
21 every year when they make the -- whenthey dothe CPl |21 ARBITRATOR: Areyou suggesting that the park
22 adjustment and ask homeownersto pay it. There's no 22 owner and his economist are to ignore the ordinance and
23 requirement at that stage that this breakdown occur. 23 what it requires and do something else that's more
24 The breakdown occurs when a park owner is 24 traditionally done in other parts?
25 applying for increased expenses above the CPI limit, and |25 MS. DAVIS: No, what I'm saying, your Honor,
Page 118 Page 120
1 that'swhat we're looking at here on page 4. 1 isthat | disagreethat this particular formula does
2 BY MS.DAVIS: 2 come from the ordinance.
3 Q. Except the ordinance specifically saysthat 3 ARBITRATOR: Oh, I'm sorry. | misunderstood
4 the park owner is allowed three increases by the 4 you. Thank you.
5 ordinance, and if the homeowners object, arbitrator will 5 MS. DAVIS: | am not always crystal clear.
6 award the other two anyway. One, 75 percent of theCPI, | 6 I'msorry.
7 which isthe automatic annual increase; two, the fair 7 ARBITRATOR: Judges have that problem, too.
8 returnincrease of one half of the automatic increase; 8 That'swhy there'sa Court of Appeal.
9 and, three, theincrease in operating expenses which is 9 BY MS.DAVIS
10 onehaf of the automatic increase, which is 1.5 percent 10 Q. Wadll,just for the fun of it, Dr. St. John,
11 of the CPI. 11 the homeowners did prepare an MNOI calculation according
12 A. Right. And two other components, the excess 12 toyour published traditional formula, just to see how
13 expensesand capital improvementsor amortized amounts. |13 closeit would be to the one that you prepared. It's
14 Q. Yes, but those have to be petitioned for 14 our Exhibit M. Would you take alook at it?
15 arbitration and arbitrated, don't they? 15 ARBITRATOR: We're going to your Exhibit M, is
16  A. Weél, that'swhy we'rehere. 16 that correct?
17 ARBITRATOR: That's what we're here doing. 17 MS. DAVIS: Yes.
18 BY MS. DAVIS: 18 WITNESS: | haven't seeniit. | don't haveit.
19 Q. Right. But thethree components| just 19 MR. BALLANTINE: A couple of things. | see
20 mentioned could be accepted by the homeownersbecause |20 it'sinaclip here. | don't believe it was sent to me
21 the homeowners know that all three of those components |21 previously because | hadn't seen it before.
22 areauthorized by the ordinance and objectingtothemto |22 CLERK: It'sinthat packet there, the onel
23 beuseless? Did | finaly makeit clear? 23 gaveyou.
24 A. Youknow, I'm not clear about thethree. So 24 MR. BALLANTINE: | seethat. I'mjust looking
25 theordinance allowsthe passthrough of 75 percent of |25 toseeif itwas--
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1 MS. DAVIS: It wasn't e-mailed to you, 1 (A short recess was taken.)
2 Mr. Balantine, it was prepared after we received the 2 ARBITRATOR: All right, Dr. St. John, you have
3 documentsthat Dr. St. John prepared that you sent on 3 digested what is defense Exhibit M?
4 the day before. 4 WITNESS: Yes.
5 MR. BALLANTINE: We sent those Monday, but | 5 ARBITRATOR: All right.
6 Dr. St. John's MNOI was sent last March to the 6 Questions on Exhihit M.
7 homeowners. Inany event, my concern -- | seeit. 7 BY MS.DAVIS
8 My concern is that there's no authentication 8 Q. Arethestepscorrect, Dr. St. John?
9 for it, there's no qualification of anyone qualified 9 MR. BALLANTINE: Vague and ambiguous.
10 that | know of to prepare an analysisand | don't think 10 ARBITRATOR: Speak a-- are the steps correct?
11 it'sproper. Thiswitnessdidn't prepareit. | don't 11 Do you understand the question?
12 think it's the subject of proper examination. 12 WITNESS: | believe the steps are -- the
13 ARBITRATOR: Let me ask you a couple of 13 titles of the steps are probably taken from "Fair Return
14 foundational questions. 14 inthe California Courts," so they are probably right.
15 Who prepared Exhibit F? 15 Whether the math is correct is another matter
16 MS. DAVIS: Actually, | did. 16 entirely.
17 ARBITRATOR: Youdid? 17 BY MS. DAVIS:
18 MS. DAVIS: Yes. | used the steps from 18 Q. Arethefiguresdrawn from management's
19 Dr. St. John'sformulain his publication, and | used 19 documents correct?
20 thefiguresfrom management's documentsand al | did 20  A. You know, they arenumerically -- | can see
21 wasadd, subtract, multiply. 21 that they're drawn from management documents, but no,
22 ARBITRATOR: Well, that's an adequate 22 they arenot correct.
23 foundation, at least at this point, to ask questions 23 Q. Couldyou let me know where they aren't
24  about it. 24  correct?
25 Dr. St. John, if you would take alook at 25  A. Sure. Thefirst lineof your chart, which
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1 Exhibit M, it's only a one-page exhibit, it appears, if 1 says"stepslthrough 4," title of that line says" Base
2 I'vegot theright one. 2 Year Adjusted Rent Income," but it'snot. Well, maybe
3 MS. DAVIS: That looks like the right one, 3 itisrent income, it'snot total income, and for the
4 yes. | can't seethat far so | can't be positive. 4 maintenance of net operating income system you haveto
5 Thetitleis"MNOI Analysis," pursuant to 5 usetotal income, not simply therent income. So total
6 Dr. St. John's"Fair Return in the California Courts," 6 incomewas $656,585.76, not $564,327.90, and therefore,
7 Section 3.2.1. 7 sincethat number isincorrect in the MNOI formula, all
8 ARBITRATOR: Okay. If Dr. St. John will take 8 therest of itisincorrect aswell. | mean the
9 amoment to look at and let us know when he's ready to 9 $440,418.01 figureis correct enough, but the
10 respond to some questions about it that. 10 subtraction that you did in the next line to get
11 WITNESS: Well -- 11 $123,909 isnowhere near correct.
12 MR. BALLANTINE: There's no question pending, |12 If you look on Exhibit 45, page 3, | actually
13 | don'tthink. Just look at it, isthat correct? 13 did the math in the correct way for thistype of
14 ARBITRATOR: Yeah, just look at it for now. 14 analysis, and you'll seethat the 2010 net operating
15 WITNESS: Okay. 15 incomefigureis $216,167.75, not $123,909.
16 ARBITRATOR: And make some notes, if youneed |16 Q. So discounting electric income and gas income
17 to-- 17 from total income, your figure was what?
18 MR. BALLANTINE: Canl ask aquestion, your |18  A. Discounting electric and gasincome and
19 Honor. If he's going to be examined about this 19 expense, the net operating income for 2010 was
20 document, if he could have afew minutesto look at it, 20 $216,167.75.
21 could | have aminuteto talk to him about it as well? 21 Q. I'msorry, | didn't hear that completely.
22 Could wetake a brief break? 22 A. Sorry, $216- -- you can find thisfigureon
23 ARBITRATOR: Sure. That'snot an unreasonable |23 Exhibit 45, page 3, column I, at line 111.
24  request. We'rein recessfor five, six minutes. 24 Q. That's net operating income?
25 MR. BALLANTINE: Thank you, your Honor. 25 A. That'snet operating income.
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1 So your figure of net operating figureis 1 expensesin the base year," and then there's a paragraph
2 almost $100,000 too low. 2 that goesfrom there.
3 Q. Dr. St John, you said total income? 3 WITNESS: Oh, yeah.
4 A. Total income. 4 ARBITRATOR: | think | question essentially
5 Q. Your total income amount, doesit include 5 challenging the methodology . . .
6 submetered utility income? 6 MS. DAVIS: Your Honor, it's for clarification
7 A. wdl,itincludesthe sewer and the water, but 7 only, not challenge.
8 notthegasand electric. 8 WITNESS: So you're asking --
9 Q. Okay. And sowhat should the very first 9 MR. BALLANTINE: Maybe we can have the
10 figurebeagain? 10 question again now that we've got the right page.
11 MR. BALLANTINE: WEell, objection, your Honor. |11 ARBITRATOR: | hate to burden the court
12 She'sbasicaly having him rewrite an analysisin the 12 reporter --
13 middle of ahearing onthefly. The questionis, are 13 (Record read by reporter.)
14 the numbersin this exhibit that they have proffered, 14 MR. BALLANTINE: Also compound, as asked.
15 they are what they are, and are they right, and he said 15 ARBITRATOR: Do you understand the question as
16 no. | don't think that it's appropriate to now on the 16 asked, Doctor?
17 record have him recalculate things. 17 WITNESS: Well, | can speak to it and then if
18 ARBITRATOR: | agree. The objectionis 18 | don't answer all of it, she can ask another question,
19 sustained. 19 perhaps.
20 Let'smoveon. The doctor says the exhibit 20 ARBITRATOR: Let'sdo it that way and welll
21 that you have proffered hastheright ingredients, it's 21 moveaong.
22 just that they are in the wrong proportions, or wrong 22 WITNESS: So this paper was written, at |east
23 amounts, as part of the hearing, he does not have to, 23 at this section, on the presumption that we're doing an
24  essentially, correct the paper. So that being said, ask 24 MNOI analysis from the very first year of rent control,
25 your next question, please. 25 andwe'renot. So this paragraph kind of doesn't apply
Page 126 Page 128
1 BY MS.DAVIS: 1 tothiscase. When we have subsequent cases -- in other
2 Q. Thenmay | ask for clarification of the base 2 words, when a park applies for what in many
3 year should be chosen such that rents are not affected 3 jurisdictionsis called a special rent increase, kind of
4 by rent control, that means that the total income would 4 what we're here for, repeatedly, like in this case, in
5 not affected by submetered electric and gas? 5 2011 and then again in 2016, we have learned to chain
6 A. Canyoutel mewhat you werereading? Where | 6 theanaysis. When | say "chain," | mean go from the
7 did you read? 7 end of the last one to the beginning of thisone, so it
8 Q. Oh,I'msosorry. 8 coversthisfive-year time span.
9 A. It'sokay. 9 Now, when | wrote this document it was
10 Q. Exhibit E, page E17 -- 10 relatively inthe early years of rent control, and most
11 ARBITRATOR: Okay. 11 oftenit wasthefirst time. What we wereimaginingis
12 BY MS. DAVIS: 12 thefirst time apark ever came, and that would always
13 Q. --very last paragraph. 13 go back to the base year, meaning the year before rent
14  A. Exhibit E. 14 control wasimposed. That was very common. In fact,
15 ARBITRATOR: Wherein Exhibit E? 15 some ordinances demand that we still do that, that we
16 MS. DAVIS: E17. 16 use 1979 or 1982 as the base year, even if we're
17 ARBITRATOR: E17, thank you. 17 applying now in 2016 or 2017.
18 WITNESS: And which line were you referring me |18 But not all ordinances are the same, so the
19 to? 19 language that you're referring to is kind of generic
20 BY MS.DAVIS: 20 language and it doesn't really apply in this case
21 Q. It'sNo. 1, thelast paragraph. 21 because we're not doing that, we're not going al the
22 A. |l don't haveaNo. 1. 22 way back to abase year before the ordinance wasin
23 ARBITRATOR: Look at the bottom of thepage, |23 force.
24 toward the bottom of the page, there'sablock in the 24 BY MS.DAVIS:
25 middle of that page, and it says "Identify the income 25 Q. | do understand that.
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1 A. Okay. 1 electrical and gasincome be included in your analysis?
2 Q. Thento clarify my question, istotal income 2 A. No, they would be set aside.
3 supposed to include submetered electrical income -- 3 Q. Thankyou.
4 A, wdl-- 4 Y ou said that the other six standards, fair
5 Q. --andgas? 5 return standards wouldn't apply to the rent control
6 A. --thedecisionsthat caused what we might 6 ordinance, isthat correct?
7 call the PUC exception, the decision to the law that 7 A. No, | said that the Santa Barbara County
8 caused usin thiskind of analysisto set asideboth the | 8 ordinanceisdifferent from any of the methodsthat |
9 income and expensesfor gasand electricity came 9 reviewed in the paper that is Exhibit E.
10 somewherealongtheway inthelast 30years. | don't |10 Q. Butit does mention fair return on investment
11 recall exactly when, but it wasn't at the beginning. No |11 and just and reasonable return on investment, so you
12 onehad thought of thisat the beginning, so after some |12 could have done one of those?
13 timeperiod thiswasthought about, considered, 13 A. Wél, all ordinances mention return on
14 adjudicated and ruled upon. 14 investment, universally, and then ordinances say how to
15 So when these kind of casescameup inthe80s |15 doit. And the Santa Barbara ordinance has a particular
16 and 90s, no one set asidetheincome for the expense 16 method of doingit, and it does not include those other
17 from gasand éectricity. That camelater. 17 methods.
18 ARBITRATOR: Again meaning that thislanguage |18 Q. Doesit actually say in our ordinance that
19 isn't applicableto -- 19 management is required to take the steps or does it say
20 WITNESS: | would say in a sense this language 20 thearbitrator will take those steps?
21 isn't applicableto this case. 21  A. Itsaysthearbitrator will takethese steps.
22 Her question was about this set-aside for gas 22 Q. Thenit'srealy not aformulafor you, it'sa
23 and éectric. | mean | do understand the question. It 23 formulafor hisHonor, isthat correct?
24 doesn't invalidate the analysis, whether it'sin or out. 24  A. I'mnot alawyer.
25 It actually doesn't make much difference becausein 25 Q. Neitheraml.
Page 130 Page 132
1 genera homeowners pay most of thecost forgasandmost | 1 A. But | believe-- | believethat what | tried
2 of the cost of electricity that the park pays, and the 2 todowasto present it in away that would help the
3 remainder either goes toward maintaining gas and 3 arbitrator to follow the ordinance.
4 eectricity, which isalso set aside, or for common area 4 ARBITRATOR: Isthere anything in the
5 gasand eectricity. 5 ordinance that prevents management from doing it the way
6 BY MS.DAVIS: 6 youdid?
7 Q. Buttoday -- today -- would the total include 7 WITNESS: Wéll, no, | suppose not. But |
8 submetered electrical and gas income? 8 believethat you and other arbitrators have said this,
9 MR. BALLANTINE: Wdll, again | just want to 9 they have said to me or to my client, "You didn't follow
10 object and maybe reiterate my objection. 10 the ordinance, so your method isinapplicable,” so |
11 She's saying "Would it." | think she's saying 11 don't think it would have been wise for us to present
12 "WoulditinaMNOI analysis," which Dr. St. John has 12 other methods.
13 already testified astraight MNOI analysisis not 13 ARBITRATOR: Okay. The method you presented
14 consistent with the statute or the ordinance so we're 14 isonethat you're saying the arbitrator is required to
15 asking alot of questions about a methodology that is -- 15 follow, right?
16 WITNESS: Let me seeif the petitioner will 16 WITNESS: Exactly. Wetried to follow --
17 accept my modification. 17 ARBITRATOR: That'swhat | wastrying to
18 Can you change it to rather than "would it," 18 ascertain. From the dialogue, | thought petitioner was
19 would it get your question answered to your satisfaction |19  saying that you can't do that because that's exclusively
20 tosay "Inthiscase, under the Santa Barbara statute, 20 my province, and my question is why can't you do that if
21 would including those things be part of the gross 21 that'swhat you'retrying to do to follow the law.
22 income?' 22 WITNESS: Yes, yes, exactly so.
23 BY MS.DAVIS: 23 ARBITRATOR: That is, doing it that way is not
24 Q. Inthiscase, Dr. St. John, under the 24 prohibited by the ordinance.
25 SantaBarbara County Rent Control Ordinance, would 25 WITNESS: That'sright.
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1 ARBITRATOR: That'stheway | read the 1 A. Yes Wasthereaquestion?

2 ordinance, but | wanted to make sure that | was not 2 Q. Yes. When you read the definitions between

3 misunderstanding. 3 capital improvements and capital expensesin section

4 Go ahead, next question. 4 11A-2(a) and (b), you still say that they are capital

5 BY MS.DAVIS. 5 expenses?

6 Q. Dr. St John, you'veidentified capital 6 A. Wadl, I do,andI'll tell you why.

7 expenses on your analysis sheet, page 4? 7 | think the operative language isthat capital

8 A. Yes 8 improvement isany addition or betterment madeto a

9 Q. Beforel getinto something else, | haveto 9 mobile home park, wher eas capital expense, in B, isa
10 ask you, to befair, did you actually mean capital 10 repair or replacement of existing facilities. Soif the
11 improvements? 11 park had no clubhouse and built one, that would be a
12 A. No. 12 capital improvement, but if the park did a $100,000
13 Q. Okay. 13 renovation toits clubhouse, that would be a capital
14 MR. BALLANTINE: I'm sorry, what? 14 expense, in my understanding.
15 WITNESS: She asked did | actually mean 15 So in my under standing, the work that was done
16 "capital improvements' when | put it in the line for 16 onthetransformersand the streetswasarepair or
17 "capital expenses." 17 replacement, not a betterment. There were streets
18 BY MS. DAVIS: 18 Dbefore, there were streets after, therewere
19 Q. I'msorry, | didn't hear that. 19 transformersbefore, and transformersafter. Soto my
20  A. | wasjust helping Mr. Ballantine under stand 20 mind -- but maybe the moreimportant point to make, it
21 your question. 21 makesno difference what we call it whatsoever. We
22 As| understood, your question was, did | make |22 could call any of these things capital improvements or
23 amistake by calling the street paving, electric work 23 capital expenses and the only difference would be what
24 and legal and consulting fees, calling them " capital 24 lineit appearson, not theamount. Theamortization
25 expenses' asopposed to" capital improvements.” 25 calculation would be the same, they would be added up

Page 134 Page 136

1 Q. No, no, no, | meant No. 4 where you say "New 1 thesame, the bottom line number would bethe same, it

2 capital expenses." 2 really makesno difference.

3 A. Yes 3 Q. Thereisone difference between them.

4 Q. Didyou actually mean capital improvements? 4 A. Yes,maam?

5 A. No. 5 Q. Yes dsoin11A-5(a)(2) -- no, I'm sorry. |

6 Q. Sothesearecapital expenseswith a useful 6 gotlost.

7 lifeof oneyear? 7 ARBITRATOR: Theonly differencel seein

8 A. No. They are capital expenseswith a useful 8 that, other than nomenclature, isthat one uses a useful

9 lifeof 15yearsor thereabouts, in the case of the 9 life of five or more years and the other uses an
10 street work and electric work, and capital itemswith |10 expected life of more than one year, which would also
11 useful life, one might say, in the case of the legal 11 include five or more years, would include that as more
12 expenses-- legal and consulting fees. 12 thanone. That's certainly adistinction; I'm not sure
13 Q. Wadll, the definitionsin the ordinance say 13 thatit'sadifference --
14 that what you have described are capital improvements. |14 WITNESS: Right, thank you, your Honor.
15  A. | don't believe so. Theordinance makesa 15 ARBITRATOR: -- asalega matter.
16 distinction between capital expenses and capital 16 WITNESS: Thank you. | don't think it makes
17 improvements. 17 any differencein this case.
18 Q. Yes, actualy, it does. In section A2, | 18 MS. DAVIS: | lost my page.
19 helieve. 19 ARBITRATOR: Takeyour timeand find it. Take
20 ARBITRATOR: Referring to section A2, you 20 yourtimeand find it. | want you to be able to ask the
21 said? 21 questionsyou want to ask. You need the page that has
22 MS. DAVIS: A2, yeah. 22 11(8)(2) onit? Isthat what you need?
23 ARBITRATOR: Okay. 23 MS. DAVIS: No, it's my reference material,
24 BY MS.DAVIS: 24 not exhibits.
25 Q. A2 (a) and (b). 25 ARBITRATOR: Oh, okay. | don't have reference
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1 material. Orif | did, | wouldn't admit it. 1 dlowedin prior years but not fully reimbursed,
2 MS. DAVIS: | found it. 2 hereinafter 'old' capital expenses; any offset against
3 ARBITRATOR: Go ahead, ask your question. 3 new or old capital expenses; and capital improvements.”
4 BY MS. DAVIS 4 That'swhat minereads. So if that's accurate
5 Q. Dr. St John, inthe ordinance, 11A -- wait a 5 andyou have a question about that, please ask it.
6 minute. Oh, that's-- 11A-5(a)(3)(A). | believel'm 6 MS. DAVIS: My version had just "prior year"
7 missing apage so | can't be positive. 7 withno S, and it would have made a difference. Y our
8 ARBITRATOR: You'reat 11A-5, andwhat isthe | 8 version has"years' --
9 sub? 9 ARBITRATOR: It has"prior year" on oneline
10 MS. DAVIS: 11A-5 and down to (a)(3). 10 and "prior years' on another line, but | think again
11 ARBITRATOR: It beginswith "Wherethe noticed |11 that the questioniis, isthat a distinction without a
12 increaseisin excess of the 75 percent of CPI, 12 difference. | don't know the answer to that, but I'm
13 management shall," and then goes through (a), (b), (c), 13 sureDr. St. John does.
14 and (d). 14 MS. DAVIS: Thedistinction is new capital
15 BY MS. DAVIS: 15 expensesincurred in the prior year to be reimbursed,
16 Q. Soit's11A-5(a)(3)(A). 16 and old capital expenses can be as old as they need to
17 A. Yes 17 beif they haven't been fully reimbursed.
18 Q. It mentions here that the documentation 18 ARBITRATOR: That's correct. That's the way
19 management should provide would itemize amounts of 19 the ordinance seemsto read.
20 increased operating costs, any capital expensesincurred |20 MS. DAVIS: So these new capital expenses were
21 intheprior year to be undertaken for which 21 notincurred in the prior year, they were incurred two
22 reimbursement is sought, hereinafter "new" capital 22 tofour years.
23  expenses. 23 WITNESS: So am | taking your -- isthe
24 A. Yes 24 implication that everything under 4 should have been
25 Q. Werethese expensesincurred in the year 25 under 5?
Page 138 Page 140
1 prior? 1 BY MS.DAVIS:
2 A. Yes Didyou say "the" year prior? 2 Q. Asfaras?
3 Q. "The" year prior, yes. 3 A. Everythingunder the ordinance category 4,
4 ARBITRATOR: What you just read amoment ago | 4 which is" New capital expenses," should be under 5,
5 wastheplural, "years prior." 5 whichis"Old capital expenses.”
6 MS. DAVIS: No, inthe prior year. 6 Q. That doesn't change prior year.
7 ARBITRATOR: "In prior years." 7 A. ltdoesnot. Andin my way of understanding
8 MS. DAVIS: Doesit say "years'? My copy of 8 theordinance, whatever the language and whether it's
9 theordinancejust says"year." 9 "years' or "year," capital expensesthat have not yet
10 ARBITRATOR: Theonethat | havesays. "Any |10 been fully reimbursed need to bereimbur sed now.
11 capital expensesalowed in prior years but not fully 11 Q. Buttheordinance says"prior year." Youwere
12 reimbursed, hereinafter, 'old' capital expenses.” 12 very adamant saying that your formulais according to
13 MS. DAVIS: Oh, we're speaking of new. 13 the ordinance and you couldn't use anything else. Why
14 ARBITRATOR: I'm reading A-5(a)(3)(A). 14 doyouinsist onignoring small things but important
15 MS. DAVIS: It does say any -- on your version 15 thingslike "prior year"?
16 it says"Any capital expenses' -- 16 MR. BALLANTINE: Objection. Argumentative.
17 ARBITRATOR: | think thisisthe current 17 There'sawhole statutory scheme --
18 version. Let mesee. It cameout of Lexis. 11A(3)(a) 18 ARBITRATOR: I'm going to let him answer that
19 reads, quote, asfollows, on the onethat | have. 19 question and then we'll move on.
20 Madam Clerk, follow along and see if | have 20 Do you understand the question?
21 got theright one. 21 WITNESS: | do understand the question.
22 "Itemize amounts for increased operating 22 ARBITRATOR: Isthisadistinction without a
23 costs; any capital expenses incurred in the prior year 23 differenceor isit, from the standpoint of where
24  to be undertaken for which reimbursement is sought, 24  everything comes out, one and the same?
25 hereinafter 'new' capital expenses; any capital expenses |25 WITNESS: | think it is a distinction without
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1 adifference. | haven't seen the legidative history, | 1 MR. BALLANTINE: Objection, your Honor. The
2 don't know why they made a distinction between the -- | 2 CdiforniaArbitration Act is, first of al, wholly
3 don't know why they made adistinction between theprior | 3 inapplicable here, No. 1; and No. 2, way outside the
4 year and the years previous. 4 scope of the direct examination of this witness.
5 What's clear is that these capital expenses, 5 ARBITRATOR: Sustained.
6 these amortizable expenses have not yet been reimbursed, | 6 MS. DAVIS: I'm sorry, | didn't hear him at
7 and | believe the meaning, the fundamental meaning of 7 al.
8 thisparagraphisif they haven't been reimbursed, they 8 ARBITRATOR: Hisobjection wasthat it is
9 should be. 9 irrelevant, it's completely outside what the California
10 BY MS. DAVIS: 10 Arbitration Act does or doesn't do, and what the
11 Q. Doyou aso have afundamental meaning of the 11 legidatureintended by enacting is, A, outside of what
12 purpose of the ordinance? 12 we're dealing with here, we're not dealing with the
13 A. Sure. | think thefundamental purpose of this 13 Cadlifornia Arbitration Act, we're dealing with the Santa
14 ordinanceisto protect residents against unreasonable |14 Barbara County Rent Control Ordinance for Mobile Home
15 spacerent increaseswhile at the sametime allowing 15 Parksand so it really doesn't matter what the
16 park ownersafair return oninvestment, and fair return |16 legidaturedid or didn't intend, and that's, | think,
17 oninvestment asinterpreted in this, asl understand |17 an objection that's well taken and | sustained it.
18 thisordinance, means passthrough of all increased 18 Next question, please.
19 operating expenses and all capital expenses. All. 19 MS. DAVIS: If | lay afoundation would it
20 Q. Yes, | understand that from your publication, 20 be--
21 you believe homeowners should recoup al, every penny. |21 ARBITRATOR: Theissueis not foundation; the
22 But don't you think that $100 a month in a 22 issueisthe California Arbitration Act and what the
23 low-income community, $161 a month, $180 amonth canbe |23 legislature intended in enacting it, unless you can show
24  considered unreasonable by the homeowners? 24 mehow it appliesto the rent control ordinance we're
25  A. Youknow, that isreally outside my expertise. 25 dealing with here and under which thislitigationis
Page 142 Page 144
1 | haven't investigated that. | don't know -- I'veheard | 1 proceeding, | don't see how that helps me or any party
2 that a couple milesaway rentsfor spacesin mobilehome | 2 tothelitigation hereat all.
3 parksinsidethe City of Santa Barbara are much higher | 3 It'slike trying to apply the Vehicle Code to
4 thanthey arein Nomad Village. | haven't doneresearch | 4 abattery. You know, did the legislature do this, did
5 onthat, | can't cite chapter and verse, but that's 5 they havein mind it might not apply to batteries? What
6 my --that'swhat | have heard, that's my belief. 6 difference doesit make if you're dealing with a
7 So the affordability of theseincreasesto 7 battery?
8 homeownersisnot part of the formula, from your point | 8 MS. DAVIS: | understand.
9 of view perhapsunfortunately, but it isn't. 9 ARBITRATOR: Soif you can clarify how you
10 ARBITRATOR: | believe you've answered the 10 believethe California Arbitration Act appliesto this
11 question. 11 caseinany way, you might have avalid question, but |
12 Next question. Let's move on. 12 don't seeit yet.
13 BY MS.DAVIS: 13 MS. DAVIS: | spoke too soon.
14 Q. Youmentioned earlier that attorney and 14 Q. Dr. St. John, in every preceding you've ever
15 witness fees should be -- for arbitration should be 15 beenin -- court, commissions, boards, arbitration --
16 passed through to the homeowners at all times? 16 have attorney fees and witness fees been awarded?
17 A. Yes 17 MR. BALLANTINE: I'm sorry.
18 Q. Does management pay our attorney and witness 18 ARBITRATOR: In every type of case you've been
19 feesand arbitration costs? 19 involved in, court, arbitration, have attorney's fees
20 A. No. 20 been awarded.
21 Q. Andusing the Californialegislature enacted 21 MR. BALLANTINE: | object to that as phrased.
22 theCadlifornia Arbitration Act to deny arbitration 22 It'sway too broad. It'sredly irrelevant here. |
23 participants without a written arbitration agreement 23 don't know, there may be some that had provisions for
24  other than a statutory ordinance the rights under the 24 fees, there may be some that didn't. It's not a helpful
25 Act? 25 questionand | think it'sirrelevant and could be
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1 misleading. 1 I'm sorry, do you check the Californialaws or
2 ARBITRATOR: | agree. Sustained. | don't 2 opinions, case law before you go to a proceeding and to
3 think that ought to be put in. What does this ordinance 3 givean expert opinion?
4 providefor? 4 MR. BALLANTINE: Objection. Lacksfoundation,
5 MS. DAVIS: I'm sorry. 5 overbroad, relevancy.
6 ARBITRATOR: What does the Santa Barbara 6 ARBITRATOR: I'm going to let him answer it.
7 ordinance that we're litigating under provide for? Does 7 Do you check the law to see how it's changed
8 it providefor costs and attorney's feesto the 8 before you render an opinion?
9 prevailing party or not? 9 WITNESS: No.
10 MS. DAVIS: No. 10 ARBITRATOR: Thank you.
11 ARBITRATOR: Okay. Soyou'renot exposed and |11 Next question.
12 they are not exposed. Granted, perhapsthey havemore |12 BY MS. DAVIS:
13 money to be able to pay alawyer than the homeownersdo, |13 Q. May | ask if you research, if you do research
14 but if the statute doesn't provide for it, | can't award 14 continuously on your area of expertise?
15 evenif | fed sorry for one side or the other. 15 A. No. You know, | did quitealot of research
16 MS. DAVIS: Really? Doesthat mean that you 16 atthetimethat | wrotethe paper that you have put in
17  will not award management's attorney's fees for 17 therecord asExhibit E, or | should say part of my
18 arbitration? 18 paper isintherecord asExhibit E. | did alot of
19 ARBITRATOR: Does the statute provides for 19 research at that time.
20 management attorney's fees -- 20 | have not donethat kind of research since.
21 MS. DAVIS: No. 21 | dothesekind of proceedingsall thetime. | may do,
22 MR. BALLANTINE: Well, so we're clear, your 22 | don't know, half a dozen of these per year, and
23 Honor, our position isthat it absolutely does provide 23 thereforel'm exposed to case law in that way, but |
24 for it, and not only that, Californialaw provides for 24 don't research it and I'm certainly not a legal
25 it under the Cdliforniaversus Clovis case. 25 researcher and I'm not an attorney.
Page 146 Page 148
1 ARBITRATOR: There's statutory authority for 1 Q. Youareexposedtoit but | don't
2 that and some statutes for attorneys fees are 2 understand -- I'm sorry, could you explain how you're
3 onesided. If it doesn't provide for attorneys feesto 3 exposedtoit?
4 your sideif you win, then -- 4 ARBITRATOR: Hejust did.
5 MS. DAVIS: That wasn't my point. I'm saying 5 MS. DAVIS: Oh, I'm --
6 isthat if the homeowners pay management's attorneys 6 ARBITRATOR: He's exposed to it when he's
7 fees, the egalitarian thing to do under the purpose of 7 working on acase, and he doesit up to six times,
8 theordinance to equalize the playing field, they should 8 sometimes more, at least six times ayear, and he keeps
9 pay ours. 9 upto date with what he needs to keep up to date with to
10 ARBITRATOR: Okay. Youcan makethat argument |10 be ableto testify in those cases and learns in those
11 inyour closing argument. 11 cases, et cetera. I'm not sure what that has to do with
12 MS. DAVIS: But, no, the ordinance does not 12 anything here, but that's the answer to the question.
13 providefor attorney's fees to be paid by any party for 13 Atleast that'swhat | understood.
14 the other party. 14 WITNESS: Well, just afootnote, if there are
15 ARBITRATOR: Okay. 15 changesinthelaw, I'm relying on James Ballantine to
16 MR. BALLANTINE: Objection. Moveto strike. |16 cover thosetopics. That's not my job. My jobisto
17 That was not a question to the -- 17 try to apply this ordinance to these facts and help the
18 ARBITRATOR: Sustained. It's stricken. 18 arbitrator know how to rule, how to analyze the
19 Let's go, next question. 19 ordinancein this context. How case law might apply is
20 BY MS.DAVIS: 20 something else again. That's something James would
21 Q. Dr. St. John, do you have an attorney working 21 cover.
22 inyour company? 22 BY MS.DAVIS:
23 A. No. 23 Q. Atleast for Lazy Landing and Waterhouse
24 Q. Doyou ever check to seeif your opinions are 24 Management, he's not --
25 valid before you go to a preceding? 25 I'm sorry, is he your personal attorney as
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1 wdl? 1 your Honor.
2 A. No. 2 ARBITRATOR: | didn't understand the question.
3 Q. Ijustwantedto clarify. 3 Didyou getit, Mr. Reporter?
4 Dr. St. John, you remember Dr. Barr from 2011? 4 COURT REPORTER: Yes, sir.
5 A. ldo. 5 ARBITRATOR: Could you read it, please.
6 Q. AndI remember that he disputed your 9 percent 6 (Record read by reporter.)
7 interest, said that 7 percent -- that he saw 7 percent 7 ARBITRATOR: Itisargumentative. Sustained.
8 moreoften. | don't remember your response to that. 8 Next question, please.
9 Could you remind me what it was? 9 BY MS.DAVIS
10  A. I'mnot surewhat it was, but | can tell you 10 Q. How would you classify the rent increase?
11 what | would say on that topic today. 11 MR. BALLANTINE: Vague and ambiguous.
12 Q. Yes, please. 12 "Classify"?
13  A. Thatthere'sarangeof ratesthat could be 13 MS. DAVIS: Vague.
14 used. | wouldn't have aterrific objection to 7 percent |14 ARBITRATOR: Define what you mean by
15 or 9percent or 11 percent. And all of thosein that 15 "classify." | don't understand. Whatever he said, |
16 rangel've seen, thoserates, so 9 seemslikea 16 wouldn't understand the context of it because | don't
17 reasonablerateto me. There'snomagic number, there's |17 understand what the question means.
18 noonenumber that would apply universally aswetryto |18 BY MS. DAVIS:
19 assign arateof interest in this context. 19 Q. I'msorry --
20 Q. Itdoesseem that way, though, doesn't it? In 20 ARBITRATOR: How isit classified? Isit
21 hard economic times like the past Great Recession, do 21 classified asadebt, isit classified --
22 interest rates go down? 22 BY MS.DAVIS:
23 A. Theydo. 23 Q. Yes. Doyouclassify it asadebt or aloan
24 Q. Do they go down significantly? 24  or -- help me, what words are there? Those are the only
25 A. Theydo. 25 two | can think of right at the moment.
Page 150 Page 152
1 Q. And after substantial time has passed and the 1 MR. BALLANTINE: Again argumentative. 1'm not
2 recession has recovered, there's been arecovery, people 2 understanding why arent increase hasto be classified
3 recovered from it -- 3 or characterized as anything other than arent increase.
4 A. Yes 4 1 think it lacks foundation, argumentative and could be
5 Q. --doratesgo back up? 5 mideading.
6 A. They often do. 6 ARBITRATOR: | don't see where any
7 Q. Doesittakeawhileto get back up to the 7 classification would be relevant, either. The objection
8 point whereit was before? 8 issustained.
9 A. Often, yes. 9 Let'smove on. We'rekind of getting into
10 Q. Inyour opinion, are we at that place right 10 never-never land that doesn't really mean anything in
11 now? 11 the context of what we're dealing with here, which is
12 MR. BALLANTINE: Vague and ambiguous. 12 within the four corners of this ordinance and what
13 ARBITRATOR: Do you understand the question? |13 management was attempting to do which the homeowners are
14 WITNESS: Yeah. 14 attempting to prevent, and whether you call it apples,
15 ARBITRATOR: Overruled. 15 orangesor fruit salad, | don't think it makes a
16 WITNESS: Well, | would say that in the 16 difference.
17 current economic climate, 9 percent is not unreasonable |17 MS. DAVIS: The difference, your Honor, is
18 for the calculations we're doing here. 18 that the homeowners and management are disputing the
19 BY MS. DAVIS: 19 validity of the California Constitution in an
20 Q. Youdidunderstand. Thank you. 20 arbitration proceeding --
21 Would you consider pass-through -- may | use 21 ARBITRATOR: Thisisn't --
22 that word -- management pass-through rent increases, 22 MS. DAVIS: -- regarding the interest rate.
23 would you consider that a credit sale or aloan, if you 23 Isthat inappropriate to bring up?
24 had to choose between the two of them? 24 ARBITRATOR: | don't think thisisthe forum
25 MR. BALLANTINE: Objection. Argumentative, |25 for that.
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1 MS. DAVIS: Considering they're charging an 1 arbitrator shall consider al relevant factors'?
2 interest rate to homeowners, but if you say not -- 2 A. Yes and thenright below that, under (1),
3 ARBITRATOR: Didyou hear histestimony on 3 " Such relevant factors may include, but arenot limited
4 direct earlier today? 4 to, increasesin management'sordinary and necessary
5 MS. DAVIS: That he believesit's average? 5 maintenance and operating expenses." And let me stop
6 ARBITRATOR: That given what management would | 6 right there.
7 haveto do to borrow that money, they would pay interest | 7 | believe that legal and consulting feesare
8 ratesin that range anyway. It's hisopinion that 8 ordinary and necessary maintenance or operating
9 that'svalid, that the 9 percent he'susing isan 9 expenses.
10 interest rate that is appropriate. 10 Q. Okay.
11 If you have expert testimony to the contrary 11 A. Inother words, it really isessential that
12 that you're going to cal as arebuttal witness, 12 park ownersdowhat we'redoing here. The parks cannot
13 perhaps, | don't know the answer to that, then | would 13 beoperated in Santa Barbara County without park owners
14 haveto weigh thetwo. But whether the Constitution 14 havingthe opportunity to do this. Thisisan essential
15 is--it'scertainly not usurious under the California 15 part of operating a park.
16 Congtitution, so | don't see where it's helpful. So 16 Q. "This" meaning arent proceeding?
17 let'smoveon. 17  A. Arent proceeding. What we'redoing hereis
18 MS. DAVIS: No more questions. 18 weareapplyingfor or justifying space rent increases
19 ARBITRATOR: All right, thank you. 19 that are necessary to fulfill the purpose of the
20 Any redirect? 20 ordinance, which isto cover all operating expenses, all
21 MR. BALLANTINE: | havealittlebit. | would |21 increasesin operating expenses, so thisisfour square
22 askif we could take a short afternoon break and then | 22 within that definition.
23 have afew questions. 23 Q. Dr. St John, you're aware that some of the
24 ARBITRATOR: | was afraid of that. We'll take |24 legal feesthat are the subject of this proceeding are
25 five minutes. 25 theresult of the park owner, park management being sued
Page 154 Page 156
1 (A short recess was taken.) 1 by the homeownersin aclaim that they have that the
2 ARBITRATOR: We are ready. 2 park owner didn't have an operating permit and couldn't
3 MR. BALLANTINE: All right, redirect with Dr. 3 charge any rent, and the homeowners lost that lawsuit
4 St John. 4  after the park defended itself?
5 5 A. Yes | know about that.
6 REDIRECT EXAMINATION 6 Q. Andagain, inyour opinion does that fall
7 BY MR.BALLANTINE: 7 within the ordinary and necessary operating expense of
8 Q. Dr. St John, let mejust cover afew topics 8 the park?
9 quickly sowe can moveon. | want to ask you about the 9 A. Yes | meanit certainly isimportant that
10 topic of legal and consulting fees incurred by the park. 10 thepark defend itself against lawsuits.
11 A. Yes 11 Q. Okay. And let me ask you aso to go on and
12 Q. Inthese proceedings and other rent-related 12 ask you if we also see further basis for these types of
13 administrative and legal proceedings, Dr. St. John, in 13 legal feesthat you have just been talking about in
14 your opinion, does the ordinance provide for the park 14 subsection (1) that you were just reading.
15 owner to recover their legal and administrative and 15 ARBITRATOR: We'rein (f)(1)?
16 consulting fees for these types of proceedings? 16 MR. BALLANTINE: (f)(2).
17  A. Yes, it does. 17 Q. Let medraw your attention to the second line
18 Q. And canyou explain how it does, this 18 after -- it says "operating expenses,” and then it says
19 ordinance specificaly providesfor that? 19 "insurance and repairs; increases in property taxes and
20  A. Right. I'mlooking at the ordinance section 20 feesand expensesin connection with operating the
21 11A-5, subsection (f)1,"F" asin " Frank" 1, where 21 park."
22 there'ssomedefinitions. It says” Thearbitrator shall |22  A. Right, feesand expensesin connection with
23 consider all relevant factors' -- 23 operating the park. That would be another way of saying
24 Q. Sowerelooking at sub-(f), kind of in the 24 operating -- legitimate -- or how did they say it,
25 middle of the paragraph, whichisonly asentence, "The |25 "ordinary and necessary maintenance and operating
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1 expenses." 1 Q. And specificaly, again, asto this case for
2 Q. Wouldinclude fees? 2 thispark and the 2011 preceding, you were present
3 A. Feesand expensesin connection with operating 3 during Dr. Barr'stestimony, isthat correct?
4 thepark. 4  A. That'strue
5 Q. Andthat could include consulting fees such as 5 Q. AnddidDr. Barr testify that in this case
6 yours? 6 park management was entitled, under this ordinance, to
7 A. | believe so, absolutely. 7 recover itslegal and administrative costs in the rent
8 Q. Andlega feessuch asthe onesfrom my 8 preceding in 2011?
9 office? 9 A. Yes | recall that.
10 A. Right. 10 Q. Thank you.
11 Q. Allright. Dr. St. John, in your opinion, and 11 In the event that a park didn't recover its
12 we've heard about your experience working inthisarea |12 legal and consulting expenses for these types of
13 and the six-plus hearings per year in rent 13 proceedings, in your opinion, as an economist, would
14 control-related proceedings, based on that experience, 14 that deprive the park owner of afair return on its
15 inthe event that an ordinance -- not this ordinance, 15 investment in the park?
16 but in the event that an ordinance said that park 16  A. Yes, it would.
17 management could not recover legal feesfor rent 17 Q. Andtel usabout that.
18 proceedings, in your opinion, would that be proper? 18  A. Wadl, | mean by analogy, if any other category
19  A. No, not proper. It'smy understanding -- 19 wasto bedenied arbitrarily, any other category of
20 actually, you could say more specifically with reference |20 expense wereto be denied for somereason, that, too,
21 tothecaselaw, but it'smy understanding that thereis |21 would beadenial of afair return.
22 caselaw that saysthat ordinancesmay not prohibitthe |22 Q. Doesthe park have any way of recovering
23 pass-through of legal and consulting fees, and therefore |23  income other than basically -- well, separating out
24 such aprovision, if it appeared in an ordinance -- 24  utility income, which we've talked about, other than
25 ARBITRATOR: Let'smejust stop you. Were 25 getting arent increase for increased operating costs?
Page 158 Page 160
1 intoanareaof law and legal interpretation which | 1 A. No,there'snoother way.
2 don't believe foundationally Dr. St. John claimed 2 Q. Andagain, asking for your opinion as an
3 expertise. 3 economist and expert in thisfield, you heard some
4 WITNESS: It'strue. 4 questions by the homeowners about affordability to
5 ARBITRATOR: So let'smove on. 5 homeowners. |s affordability to homeowners something
6 BY MR.BALLANTINE: 6 that isappropriate to consider in determining whether
7 Q. Letmemoveon. 7 ornot apark owner is getting afair return?
8 We talked about the 2011 hearing at which 8 A. No.
9 Dr. Barr was present, correct? 9 Q. Andwhy not?
10 A. Yes 10 A. Wdl,it'ssmply not part of the analysis.
11 Q. AndDr. Barrisagraduate of Hastings Law 11 It'snot part of what we're asked to do.
12 School, correct? 12 Q. If apark owner was entitled -- it was
13 A. Yes 13 established that they were entitled to a certain rent
14 Q. Andhe'sboth alawyer and a planner? 14 increasefor afair return and the response was that the
15  A. Yes 15 homeowners can't afford that and therefore don't pay
16 Q. Andhaveyou heard him at various proceedings, 16 that, would ultimately, then, if the park owner didn't
17 including the onein this case in 2011, opine as to the 17 get the rent increase, would he be deprived of fair
18 law regarding mobile home park and rent control? 18 return?
19  A. Yes yes, | have 19  A. | believethey would be.
20 Q. Haveyou heard Dr. Barr express the opinion 20 Q. Doesthat essentialy turn the park owner into
21 that an ordinance could not prevent a park owner from 21 an affordable housing project?
22 recovering legal and administrative fees -- 22 A. | supposeyou could say that.
23 A. Yes, yes. 23 ARBITRATOR: We're going to stop this line of
24 Q. --rentincrease? 24 questioning entirely. | don't need somebody to tell me
25 A. Yes 25 what | can request and can't do. | can figure that out.
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1 MR.BALLANTINE: All right. 1 MS. DAVIS: It'sabsurd, isn't it?

2 ARBITRATOR: Thank you very much. Let'sgo. | 2 ARBITRATOR: Nothing further?

3 BY MR.BALLANTINE: 3 MS. DAVIS: | thought | said no.

4 Q. Thenthefinal thing | want to ask you about 4 ARBITRATOR: Thank you.

5 iswith respect to the allocation of the expensesin 5 Any other witnesses to be called by the

6 your calculations -- for example, in Exhibit 45 -- 6 defense?

7 between capital improvement and capital expenses. 7 MR. BALLANTINE: No, your Honor.

8 Did it make any difference in the outcome of 8 ARBITRATOR: We have dll of your documentary

9 your analysisto whether or not you allocated things or 9 evidence dealt with?
10 you characterized things, those expenses as capital 10 MR. BALLANTINE: | have one other thing, two
11 expensesor capital improvements? 11 other exhibitsthat | will proffer, your Honor, and what
12 A. No. It madenodifferenceat all. 12 they are, they are PUC rules and regulations. They are
13 I might mention that on the break you and | 13 judicial notice matters and they are official documents,
14 werediscussing that thetransformerscould be 14 officia rules so they don't need authentication beyond
15 considered conceivably new expenses or even betterment |15 that. | know the homeowners have this. There are two
16 which would make them into a capital improvement, and | |16 of them.
17 simply don't know enough to say oneway or another, but |17 ARBITRATOR: These have not been marked by way
18 it doesn't makethe dlightest bit of differencebecause |18 of number as exhibits so let me get -- see what number
19 that item, the electric work would be under 5, category |19 we're up to.
20 5, or category 4, and the space rent increase 20 MR. BALLANTINE: | think we're at 54, your
21 required -- theamortized spacerent increaseswould be |21 Honor.
22 basically thesame. It smply doesn't matter whether we |22 ARBITRATOR: Let'smejust make sure that |
23 call it acapital improvement or a capital expense, so |23 agree with your count. Fifty-threeis here, so we're up
24 it'sirrelevant. 24 1o 53, so the next one would be 54 and you want 54 to be
25 Q. Aspart of your analysisthat you did to 25 March 1993?

Page 162 Page 164

1 prepare, well, your various written analyses, did you 1 MR. BALLANTINE: Correct, your Honor.

2 actually undertake an exercise of parsing out the 2 ARBITRATOR: Exhibit 53 is so marked.

3 ordinance and the language and apply it to the expense 3 (Exhibit 54 marked for identification.)

4 itemsto figure out if they werein fact capital 4 Then the next one, obviously, will be

5 improvements or capital expenses as defined by the 5 Respondent's Exhibit 55.

6 ordinance? 6 (Exhibit 55 marked for identification.)

7 A. Well, I did. And | said before, there's 7 MR.BALLANTINE: Yes.

8 languagefor the expenses and language for capital 8 ARBITRATOR: Got it, okay.

9 improvementsthat isdlightly different, and my 9 Ms. Davis, have you had an opportunity to look
10 conclusion prior tothishearing wasit wasall in the 10 at thetwo PUC ordinances that he's requesting that |
11 category of capital expense. But if somebody wantsto |11 takejudicia notice of and therefore receive these
12 persuade methat some part of it should be capital 12 exhibits?
13 improvement, | would say fine, call it capital 13 MS. DAVIS: I'veread them both, your Honor,
14 improvement, it doesn't make any difference. 14 but one of them was a couple of years ago.
15 Q. On the ultimate rent number? 15 ARBITRATOR: Well, theissueis, can | take
16  A. Theultimaterent number would beidentically |16 judicial notice of it, and whether it's out of date it
17 thesame. 17 doesn't matter, it would go to the weight rather than
18 Q. Thank you. 18 itsadmissibility, in my view, but if you have an
19 MR. BALLANTINE: Thank you. 19 objection that | haven't thought of, I'd be happy to
20 Y our Honor, nothing further for Dr. St. John. 20 hearit.
21 ARBITRATOR: Cross-examination, if any, on 21 MS. DAVIS: No objection.
22 that limited redirect? 22 ARBITRATOR: Okay. Thank you. Exhibits54
23 MS. DAVIS: | forgot the one question | had. 23 and 55 arereceived.
24 | guess hot. 24 (Exhibits 54 - 55 received into evidence.)
25 ARBITRATOR: Welcome to the club. 25 Respondent isresting?
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1 MR. BALLANTINE: Yes, your Honor. 1 case
2 ARBITRATOR: Rebuttal witnessesto be called 2 MR. BALLANTINE: Understood, your Honor. |
3 by the petitioner? 3 understand where you're coming from.
4 MS. DAVIS: Mr. Waterhouse. 4 | would make one observation. What Ms. Davis
5 ARBITRATOR: All right. Let'sdiscuss that. 5 apparently isasking for isto reopen, as the Court has
6 I'mgoingto ask you for an offer of proof. The problem 6 indicated, reopen --
7 | havelegally, procedurally, isthat a hearing such as 7 ARBITRATOR: Substantively, that's correct.
8 thisissupposed to go plaintiff first and then 8 MR. BALLANTINE: | would point out and remind
9 plaintiff rests and then the defendant goes and 9 everyone here Ms. Davis was here at that time. She was
10 defendant rests and then the plaintiff can call rebuttal 10 ditting next to Mr. Allen. He was conducting the
11  witnesses, but rebuttal witnesses are not witnesses that 11 examination. Shewas here, though. | meanit's
12 aresimply thingsthat should have been testified to or 12 redlly -- it'snot like they didn't have an opportunity,
13 people who should have been called when the petitioner |13  afull and complete opportunity to cross-examine
14 was putting on their case-in-chief. 14 Mr. Waterhouse, and --
15 So I'm going to ask you for an offer of proof 15 ARBITRATOR: Either that, she can reopen and
16 of what you'retrying to go into with him. | understand 16 call him, essentially, under 776 as petitioner's witness
17 that Ms. Hamrick was not here last time and Mr. Allen, 17 rather than a cross-examination because she wanted to
18 who frankly | thought did a very good job, was here. 18 question him, apparently, about some things that weren't
19 MS. DAVIS: I'm sorry, Judge, did a good job? 19 covered on direct examination.
20 ARBITRATOR: Yes, | thought he did agood job. |20 Isthat correct?
21 Hewasfocused, he did very good cross-examination of |21 MS. DAVIS: Correct.
22 Mr. Waterhouse. The question is, what are you goingto |22 MR. BALLANTINE: Wéell, even more so. |
23 gointonow? You see, rebuttal -- 23 mean--
24 MS. DAVIS: I'm going to go into several 24 ARBITRATOR: Tell mewhat those areas are so |
25 subjectsthat Mr. Allen didn't cover because Mr. Allen 25 can weigh the probative value, how it's going to help me
Page 166 Page 168
1 isour CPA and hewas covering only numbers. Hemadea | 1 asthetrier of fact.
2 mistakein saying that examination was completewhen he | 2 MS. DAVIS: | wanted to ask him some questions
3 should have said he would like to change to examining 3 about the homeowners' assertion that it's been less than
4 Dr. St. John and then | would take over. 4 12 months since the last rent increase.
5 Therules for hearing say that hearings do not 5 ARBITRATOR: Okay. What else?
6 haveto meet exactly according to the technical rules. 6 MS. DAVIS: | wanted to ask him about whether
7 ARBITRATOR: I'm aware of that. What I'm 7 or not he's had communication with the California Public
8 weighingisit's now amost 2:30 of the second day of 8 Utilities Commission about the code violation
9 thishearing. We have eight-plus hoursin it already, 9 pass-through, the common area electrical work.
10 and thisover what is apparently a $108 rent increase 10 ARBITRATOR: All right. And?
11 that respondent is seeking. 11 MS. DAVIS: | wanted to ask him afew
12 If | were to permit you to reopen under the 12 questions about street paving, nothing difficult or time
13 liberal rulesthat are within my discretion in the Santa 13 consuming.
14 Barbaraordinance, how long isit going to take you to 14 ARBITRATOR: Okay. And?
15 dowhat you need to do? 15 MS. DAVIS: But | do have quite afew
16 MS. DAVIS: | have quite a few questions, your 16 questions about attorney's fees, and that's about it.
17 Honor, but | will be as quick as | can and just request 17 Oh, I'm sorry, | have questions about the
18 that Mr. Waterhouse be as quick as he can. Brevity 18 applicability of the Nomad Village rental agreements.
19 would be no problem for me. 19 ARBITRATOR: What isthe relevance of the PUC
20 ARBITRATOR: Okay. 20 codeviolations? How does that affect what my decision
21 Counsel, given the history of the prior case, 21 isgoingto be, whatever it is, or turns out to be?
22 asl| understand it, it would seem to me that exercise of 22 MS. DAVIS: How doesit affect? Wasthat your
23 my discretion should be to be as complete and thorough |23 question, how does it affect?
24 as| can, to the extent humanly possible given the 24 ARBITRATOR: Yes. Therewere PUC violations,
25 history of thelitigation between the partiesin this 25 apparently, that are part of some of the exhibitsI've
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1 received that are acknowledged, they were corrected, no 1 Soin any event, | raise that as an issue of
2 finesor fees were imposed. 2 concern, your Honor.
3 MS. DAVIS: No, but there was a penalty 3 ARBITRATOR: That causes me concern, also.
4 imposed. The penalty was abatement of the code 4 It'snot acriminal proceeding so there's no Fifth
5 violations, and management has completed that abatement, | 5 Amendment issue.
6 but the California Public Utilities Commission comes 6 MR. BALLANTINE: That'strue. | agreewith
7 into play because they have jurisdiction over some of 7 that, but there may be issues regarding defending
8 theutilities, including electric. And according to 8 against it and there may be issues of conversations that
9 Statelaw, code violations have to be paid for by the 9 | have had with Mr. Waterhouse about it. He has no
10 park owner without passing -- without charging 10 independent knowledge about it other than through me.
11 homeowners for abatement, including attorneys fees. 11 ARBITRATOR: Shewouldn't be ableto go
12 It's very clear in the Health and Safety Code 12 through attorney-client materials.
13 and the Mobile Home Residency Law, and our questionto |13 MR. BALLANTINE: Yes.
14 the Cdifornia Public Utilities Commission is whether 14 MS. DAVIS: I'm sorry, | didn't hear that.
15 their Attachment A that says common area costs are 15 ARBITRATOR: | said his only knowledge he has
16 allowed for pass-through preempts state law on other 16 about it in some of the areas that you may ask about is
17 levels. They have opened a case which means they are 17 information he got from his attorney, and you don't get
18 considering it very serioudly. 18 to get that, that's attorney-client privilege.
19 And the first page of Exhibit G -- | believe 19 MS. DAVIS: Yes, | understand that.
20 itisExhibit G -- is confirmation that the case has 20 ARBITRATOR: All right.
21 been opened. 21 Mr. Waterhouse, do you want to find a seat
22 ARBITRATOR: Let meseeif | can find Exhibit |22 somewhere near your counsel and a microphone so we can
23 G 23 hear you. You weresworn at the last hearing. You
24 MS. DAVIS: | have acopy. 24 remain under oath. Nice to have you back, good to see
25 ARBITRATOR: | have G1. That appearsto be 25 you.
Page 170 Page 172
1 the settlement agreement. 1I'm sorry, that's a defense 1 Y ou may proceed and be very expeditious,
2 exhibit. 2 please, because thisreally should have been done last
3 Counsel, thisisnoted. 1I'm going to permit 3 time
4 thisand I'm going to try to run herd on it so we don't 4 MS. DAVIS: Yes.
5 runovertime. 5 ARBITRATOR: And as counsel pointed out, you
6 MR. BALLANTINE: I'm sorry? 6 werehere, and if Mr. Allen was acting as lead counsel
7 ARBITRATOR: I'mgoing to permit hertogoand | 7 and forgot something --
8 beconcise and if necessary I'll make some of my own 8 MS. DAVIS: | did. Didn't you notice?
9 objectionsif | don't think it's going to help. 9 ARBITRATOR: No. You should have had a
10 MR. BALLANTINE: Okay. Let mejust commenton |10 conversation with him and say "We've got to do this" or
11 the PUC issue, your Honor. What we learned afew days |11 should have said something before he said he rested.
12 ago wasthat last October Ms. Davis filed a complaint 12 MS. DAVIS: Point taken, your Honor.
13 with the state PUC raising allegations that are very 13 ARBITRATOR: Anyway, let'sgo.
14 similar to the onesraised in this proceeding as well. 14
15 Weonly learned about it afew daysago. Apparently it |15 KENNETH WATERHOUSE,
16 may or may not be something the park has to defend 16 having been previously sworn, was
17 itself inand incur yet additional costs. 17 examined and testified as follows:
18 | do have alot of concerns about examination 18
19 of Mr. Waterhouse in alawsuit that's been filed against 19 CROSS EXAMINATION (Reopened)
20 him or a proceeding that's been filed against him by 20 BY MS.DAVIS:
21 Ms. Davisin another proceeding. | don't think it's 21 Q. Mr. Waterhouse, you mentioned at one time you
22 relevant. | don't think that proceeding is relevant 22 own about 90 parksin California, isthat right?
23 here. It'stroubling to me that they would do that when 23 A. Yes, weown and manage 90 parksin California,
24 we're also essentially defending this arbitration on the 24 onein Reno, Nevada.
25 sameissues. 25 Q. I'msorry, | should have said your limited
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1 liability company. Would that be more accurate? 1 MR. BALLANTINE: WEell, relevance again to the
2 A. Waterhouse Management isa corporation and the | 2 extent that we're talking about an arbitration under the
3 management company to approximately 90-plusparks. | 3 ordinance that's imposed regardless of any agreement or
4 Q. Oh, sothey arenot all yours? 4 not. They arethe ones that invoked arbitration; we're
5 A. No. 5 not disputing that we're participating. Relevance.
6 Q. Oh, | understand. Thank you. 6 MS. DAVIS: Then do | understand that
7 How many of those that are your parks or owned 7 management doesn't dispute that thisis compulsory
8 by LLCswith whom you're aprincipal -- that wasn't very | 8 arbitration.
9 clear, wasit? 9 ARBITRATOR: Thisiscompulsory arbitration
10  A. Not really. 10 under the ordinance.
11 Q. How many are parks owned by your limited 11 MR. BALLANTINE: Under the ordinance. Itis
12 liability companies are rent controlled? 12 whatitis.
13 MR.BALLANTINE: Objection. Relevancy, 13 ARBITRATOR: Yes.
14 financial privacy. 14 MS. DAVIS: May | ask his Honor a question?
15 ARBITRATOR: Sustained. 15 ARBITRATOR: Yes.
16 BY MS. DAVIS: 16 MS. DAVIS: Doesthat mean it'salso
17 Q. Do you have written arbitration agreements 17 statutory --
18 with any of your parks? 18 ARBITRATOR: No.
19 MR. BALLANTINE: Objection. Your Honor. 19 MS. DAVIS: -- the ordinance?
20 Relevancy. 20 ARBITRATOR: | think you're misunderstanding
21 ARBITRATOR: What's the relevance of that? 21 theterm "statutory." It'snot alegal -- this
22 MS. DAVIS: We arein arbitration. 22 ordinanceisfor purposes of thiskind of proceeding and
23 ARBITRATOR: Okay. If he has 60 parks that 23 theseissues, it isthelaw that applies to these kind
24 have arbitration agreements and 40 that don't, or 30 24  of proceedings, and it requires arbitration.
25 that don't, so what? How does that affect us here? 25 MS. DAVIS: Yes, | understand. But what I'm
Page 174 Page 176
1 MR. BALLANTINE: And | think thisisa 1 askingis, it'scompulsory arbitration, but can it also
2 different kind of arbitration. It'san arbitration 2 be, on adifferent definition, be statutory? 1'm asking
3 imposed by the Santa Barbara County Rent Control 3 about the definition.
4 Ordinance. 4 ARBITRATOR: | don't know that | know the
5 ARBITRATOR: | agree with that also, but I'm 5 answer to that question. | don't know if you can
6 taking abroader view. 6 consider this ordinance a statute then it's statutory.
7 MS. DAVIS: I'm trying to find out if the 7 | don't think it matters in terms of the
8 arbitration agreement is required between managementand | 8 outcome. We're here because we have to be here because
9 homeowners of rent controlled parks, if the ordinance 9 that'swhat the ordinance says. The ordinance empowers
10 requires arbitration. 10 meto do certain things and prevents me from doing
11 MR. BALLANTINE: I think it'san 11 certain other things asatrier of fact. Whether
12  apples-and-oranges issue, your Honor. 12 there's another agreement that the facts will be
13 ARBITRATOR: Whether thelaw saysthey'vegot |13 different, if it wasn't arent increase, it would have
14 to have an arbitration agreement, the ordinancein Santa |14 to be arbitrated, but what difference doesit make?
15 Barbaraprovidesfor it for thiskind of case, that's 15 Therelevanceis sustained.
16 all realy | care about, iswhat's required in this kind 16 MR. BALLANTINE: Thank you.
17 of acase. | don't careif there'satrespassissue or 17 ARBITRATOR: Next question.
18 some other unlawful entry into the park or into a home, 18 BY MS. DAVIS:
19 ahomeowner, mobile home by then and it hasto be 19 Q. Allright, then. Wereyou aware of
20 arbitrated or goesto atrial or whatever. | don't see 20 homeowners motion for summary judgment before the first
21 that that helpsmeat all. 21 day of hearing in November?
22 Next question, please. Sustained. 22 MR. BALLANTINE: Objection. Y our Honor.
23 BY MS.DAVIS: 23 Relevance. If he'saware of it, it may have been
24 Q. Doesmanagement have -- 24 through me, but it's aready been ruled on, the motion
25 May | ask if he has one with us? 25 for summary motion.
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1 MS. DAVIS: | can't hear you, Mr. Ballantine, 1 Next question.
2 I'msorry. 2 BY MS.DAVIS
3 MR. BALLANTINE: Relevance. Themotionhas | 3~ Q. Do you have an opinion as to that assertion?
4 dready been ruled on. Also, attorney-client privilege 4 A. No.
5 totheextent that | was served with the motion, not 5 Q. Wouldyou liketo shareit with us, please?
6 Mr. Waterhouse, so any communication would havebeen | 6  A. | said"no." My answer wasno, | don't have
7 between me and Mr. Waterhouse. 7 anopinion.
8 ARBITRATOR: Sustained on all grounds, but 8 Q. Oh,I'msorry. I thought you said "yes."
9 relevance, particularly, aswell as attorney-client 9 So you don't dispute our claim that it's been
10 privilege. 10 lessthan 12 months since the rent increase beginning
11 Y ou were here the last time. | ruled that the 11 July 1, 20167
12 summary judgment motion was not in proper form. 12 MR. BALLANTINE: Objection, your Honor.
13 MS. DAVIS: | did hear, yes, your Honor. 13 Argumentative, assumes facts not in evidence.
14 ARBITRATOR: So it couldn't be made on that 14 ARBITRATOR: Overruled.
15 ground. Besidesthat, there are triable issues of fact 15 Y ou may answer the question.
16 evenif | considered it on its merits, and it would be 16 WITNESS: Yes, | do disputeit.
17 denied there, too, so whether he was aware of it or 17 BY MS.DAVIS:
18 whatever he did about it or thought about it or how he 18 Q. Thank you. | think that would be your
19 learned about it doesn't change anything. Where does 19 opinion, yes. Thank you.
20 that help us defeat what you're trying to do with the 20 Now, did the arbitrator in 2008 -- may | use
21 rentincrease? 21 hisname?
22 MS. DAVIS: What I'm trying to doislearn if 22 ARBITRATOR: Whatever the arbitrator did in
23 he'sawarewhat it said so that | may ask him some 23 2011 or whenever that hearing wasis not binding on me.
24 questions about it. Was aware of our grounds? 24 MS. DAVIS: No, your Honor, but it'sin the
25 ARBITRATOR: Well, without reference to the 25 exhibits and may | ask about the exhibits?
Page 178 Page 180
1 summary judgment, just ask him, areyou awarethat one | 1 ARBITRATOR: I've had awhole lot of exhibits
2 of the grounds we're defending this on is this, one of 2 that have been proffered that have been received without
3 thegrounds we're defending this on isthis, one of the 3 objection from either side. Many of them, if not most
4 grounds we're defending this on is this, and then ask 4 of them have little relevance to what I'm being asked to
5 your questions that are relevant to that. That will 5 do. Your defenseiswhether he's aware of them and what
6 makeit cleaner. 6 hethinksof them. You're going to argue them to me
7 MS. DAVIS: Thank you. 7 ultimately asto why | should go your way, and they are
8 ARBITRATOR: You bet. Happy to doit. 8 going to argueto me why | should go their way, so what
9 BY MS.DAVIS: 9 hethinks about your affirmative objections to the rent
10 Q. Mr. Waterhouse, are you aware that we are 10 increase, they are what they are, whether he agrees with
11 objecting to thisrent increase as being within 12 11 themor not. Hecan believe he'saVolkswagen; it
12 months of the last rent increase? 12 doesn't mean he has to sleep in the garage.
13 MR. BALLANTINE: | would just interpose a 13 MS. DAVIS: It'snot hisopinion I'm after,
14 limited object on that. Object to the extent that it's 14 your Honor.
15 caling for attorney-client privilege communication, 15 ARBITRATOR: Wadll, it seemsto be where you're
16 whichreally gets meto aproblem. It really doesn't 16 going. Try again.
17 matter if he's aware of the basis. 17 MS. DAVIS: I'll try again. And by the way,
18 ARBITRATOR: Wéll, | know where the question's |18 Mr. Biersmith's awarded opinion isin management's
19 goingtogo. I'mgoingto overruleit subject to a 19 exhihits, not ours. It sounded like you thought | meant
20 motion to strike. 20 our exhibits.
21 Y ou may answer the question. | don't think it 21 ARBITRATOR: If you asked mewhat isin who's
22 invadesprivilege. Areyou aware that that is one of 22 exhibits, | couldn't tell you without an index.
23 thedefensesthat they are raising? 23 BY MS.DAVIS:
24 WITNESS: Yes. 24 Q. Mr. Biersmith's August -- no, December 20,
25 ARBITRATOR: Thank you. 25 2011, award, he awarded $320,000 in an escrow account
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1 withaprovision, didn't he? The provision was that any 1 prepared to spend it until the homeowners appealed the
2 monies not spent on capital improvements within six 2 decision and held us up from spending the money. The
3 months of this award would be returned to homeowners. 3 money wasin areserve account held by the bank. And we
4 Do you remember? 4 werepayinginterest on that money, also. It wasonly
5 MR. BALLANTINE: Objection to the extent the 5 through your appeal, the appeal of the homeowners
6 document isnot in front of the witness. 6 association that stopped usfrom doing thework. My
7 MS. DAVIS: I'm sorry? 7 understandingisthat the arbitrator wastryingto hold
8 MR. BALLANTINE: | said objection to the 8 jurisdiction within this case for six months, but then
9 extent the document is not in front of the witness. 9 theappeal came from the HOA which then held up quitea
10 ARBITRATOR: Do you recall that, what she 10 few months beforewe could do anything.
11 recited in that award? 11 Q. That wasn't my question. May | repeat it?
12 WITNESS: No, sit, | don't. 12 ARBITRATOR: | thought you got an answer.
13 MS. DAVIS: It's management's Exhibit 19, 13 MS. DAVIS: No. | got areason for the answer
14 page3. 14 that | didn't hear the answer.
15 ARBITRATOR: Do you have your exhibitsthere? |15 ARBITRATOR: The answer was that none of the
16 Exhibit 19, page 3. 16 money, there's money that was not spent because of the
17 MS. DAVIS: Oh, I'm sorry, that pageis 17 appeal. The appea essentialy throws any obligation or
18 missing from our copy. It's homeowners F, page 3. 18 any opportunity to or any right they had to do it until
19 ARBITRATOR: Homeowners F, page 3. 19 the appeal wasover.
20 MS. DAVIS: My apologies. | wasreading this. 20 WITNESS: Yes, gir.
21 It'sexhibit -- management's Exhibit 18 -- 21 MS. DAVIS: Yes, your Honor. But the first
22 ARBITRATOR: All right, hang on. 22 six words would have been enough.
23 MS. DAVIS: -- page 15. 23 ARBITRATOR: Next question.
24 ARBITRATOR: WEell, your Exhibit F doesn't have |24 BY MS. DAVIS:
25 apage15. 25 Q. And after the Board of Supervisors vacated
Page 182 Page 184
1 MS. DAVIS: No, it's management Exhibit 18, 1 amost every award that the arbitrator made, the
2 pagels. 2 arbitrator's second award, or revised -- I'm sorry,
3 CLERK: That should be Q. 3 revised award and opinion on remand of August 2012,
4 ARBITRATOR: Which exhibit am | supposedtobe | 4 that's page 3 of our Exhibit F. He said -- can you read
5 looking at and where? You said it was Exhibit 18 of 5 item No. 1, please?
6 theirs. 6 MR. BALLANTINE: You mean the award on page 3?
7 MS. DAVIS: Management's Exhibit 18, page 15. 7 Itsayswhat it says.
8 ARBITRATOR: Okay. 8 WITNESS: The amount of the temporary increase
9 MR. BALLANTINE: We have that, your Honor. 9 is, money sign, dash zero dash per month, period.
10 BY MS. DAVIS: 10 BY MS. DAVIS:
11 Q. Soyoudo remember or you just read that? 11 Q. Sothearhitrator confirmed the awards vacated
12 A. Yes | did. 12 inthat award?
13 Q. Andit'strue? 13 MR. BALLANTINE: Wéll, objection.
14  A. What istrue? 14 Argumentative.
15 Q. Thatwhat | quoted is on that page? 15 ARBITRATOR: Itis. The document sayswhat it
16 MR. BALLANTINE: Well, I'm not surewhat that |16 says. Let's move on.
17 means. The document sayswhat it says. 17 BY MS. DAVIS:
18 ARBITRATOR: Thedocument sayswhat it says. |18 Q. And then during the court proceedings with
19 | notethat it says exactly what you said it said. 19 Judge Anderle, did he also say that the $320,000 could
20 Next question. 20 becharged to the homeowners?
21 BY MS.DAVIS. 21 A. My understanding, it was remanded back to the
22 Q. Wereany capital improvements made within six 22 arbitrator for that decision.
23 months? | mean was any of the money, the $320,000 spent |23 Q. For the $320,000?
24  on capital improvements? 24  A. That'smy understanding.
25 A. Themoney wasready to be spent, wewere 25 Q. Oradifferent amount?
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1 A. | don't havethe exact amount, but it was what 1 Q. That award wasfinal.
2 wehad in thereserve amount, which | think wasalittle | 2 ARBITRATOR: That's argumentative. Next
3 over $320,000. 3 question.
4 Q. Wouldyoulook at your Exhibit 36, page 26, 4 BY MS. DAVIS:
5 paragraph 4. 5 Q. Inthenext paragraph, a separate amount was
6 MR. BALLANTINE: Page what? 6 remanded back to the arbitrator, but the $320,000 was
7 MS. DAVIS: Page 26, paragraph 4. 7 not.
8 MR. BALLANTINE: There'salot of stuff on 8 MR. BALLANTINE: Objection.
9 that page. Isthere something we should look at? 9 ARBITRATOR: Okay. It sayswhat it says. I'm
10 ARBITRATOR: Paragraph 4, "The finding of the |10 not sure how that has anything to do with what we're
11 arbitrator will include.” 11 doing here or what they're seeking here and what you're
12 And the question is? 12 objecting to here.
13 BY MS. DAVIS: 13 MS. DAVIS: What we're objecting to isfive
14 Q. Andthequestionis: Doesthat paragraph 14 moreyears of charging for a $320,000 escrow account
15 indicate the judge ruled that $320,000 was not an 15 that was vacated by the Board of Supervisors and the
16 appropriate rent increase and that it should be vacated 16 arbitrator and Judge Anderle, and he hasn't started
17 per the Board of Supervisors. 17 refunds and that constitutes a rent increase that's less
18 MR. BALLANTINE: Objectiontotheextentit's |18 than 12 months, according to the ordinance.
19 calingfor alega conclusion. The document says -- 19 ARBITRATOR: Okay. That'sargument. If
20 ARBITRATOR: Sustained. It sayswhat it says. |20 there'sevidence of that, | will consider that argument.
21 MS. DAVIS: Oh, | finaly getit. It says 21 Whether he knows about it or not, the documents are in
22 what it says. 22 evidence.
23 ARBITRATOR: Yes. It'sinevidence. It's 23 MS. DAVIS: The documents arein evidence,
24 been received. 24 yes. He'sthe manager, the management company of the
25 MS. DAVIS: You forget we're not attorneys. 25 park. Shouldn't he know whether or not he discontinued
Page 186 Page 188
1 ARBITRATOR: | understand. Any document 1 that increase?
2 that's been received in evidence, when it's time for you 2 ARBITRATOR: Whether he knows about what the
3 toargueit, you can argue it and put whatever spin you 3 contents of the documents are doesn't change the content
4 think is appropriate under the circumstances and | will 4 of the document or their import.
5 certainly consider that. 5 MS. DAVIS: All right. The question | asked
6 BY MS.DAVIS: 6 isnotinany of -- it doesn't come from the documents.
7 Q. Didyou discontinue that award as soon as the 7 ARBITRATOR: Ask your question again. You're
8 judge'sruling wasfinal? 8 confusing me.
9 A. I'msorry, | couldn't hear you. I'm sorry. 9 BY MS.DAVIS
10 Q. Did you discontinue the $320,000 award that 10 Q. Why didn't you stop charging the homeowners
11 wasvacated by the judge? 11 for avacated increase as soon as it was vacated, or |
12 ARBITRATOR: What do you mean "discontinue"? |12 should say in 2014, when it was vacated?
13 | don't understand the question. 13 A. Wefdt --
14 BY MS. DAVIS: 14 MR. BALLANTINE: Objection. Asked and
15 Q. Discontinue charging the homeowners for that 15 answered. But you can answer again.
16 award? 16 ARBITRATOR: Answer it again.
17 MR. BALLANTINE: Objection. Vague and 17 WITNESS: Wefelt it was not final at that
18 ambiguous. 18 time. We were still under appeals and more appeals and
19 ARBITRATOR: Do you understand the question? |19 continued this thing beyond appeal.
20 WITNESS: Asit wasn't final at thetime, so 20 They just appealed again last week, the last
21 we continued. 21 arbitrator, again, decision.
22 ARBITRATOR: Okay. It wasn't final at the 22 BY MS.DAVIS:
23 time so they continued. 23 Q. Mr. Waterhouse, could you speak alittle
24 Next question. 24 louder?
25 BY MS.DAVIS: 25 A. Yes I'msaying we've been under petition
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1 quiteafew timeswith you, and we still don't have a 1 BY MS.DAVIS:
2 final notice of anything becausethisTuesday youwent | 2 Q. Andthat isincluded in thisrent increase?
3 totheBoard, back tothe Board and asked themtoappeal | 3 A. Yes,itis.
4 onyour behalf again and remand it back to the 4 Q. Soyouredly have no reason not to refund
5 arbitrator after you -- they did it again for you so 5 homeowners the $320,000 from 2011 increase?
6 thereisno conclusion because you continue and the 6 A. Thisisdtill being disputed. That'swhat |
7 County continuesto remand it back. 7 wassaying, it's still being disputed.
8 It's been remanded back to a judge, remanded 8 Q. My understanding isthe amount that wasin
9 back tothesamearbitrator. Sothearbitrator in one 9 question and remanded back to the arbitrator is separate
10 decision, that wasremanded back, hemadeasecond |10 from the $320,000.
11 decision, you didn't likethat so it wasremanded back, |11 Since Mr. Ballantine himself testified on
12 and now we'rein another new one, and it'sjust 12 September 19 that none of the money had been spent --
13 continuing. 13 it'sin the transcript, your Honor.
14 You keep remanding thingsback and wecan't |14 MR. BALLANTINE: Wéell, argumentative, lacks
15 get any final conclusion, and all wewant todoishave |15 foundation. The question was her understanding of such
16 conclusion. Wewant totake care of thiscaseand end |16 and such, and that's not a question.
17 it and go on and take care of our own business. That's |17 MS. DAVIS: All right, here's my question.
18 all we'reasking. 18 Q. Doesn't your attorney, Mr. Ballantine, say on
19 Q. Isthe$320,000 escrow account still up for 19 page 13 of his September 19, 2011, transcript in his
20 remand? 20 opening statement that none of the money had been spent?
21 ARBITRATOR: | don't know what youmeanby "up |21 A. | don't havethat document in front of me.
22 for remand." 22 Q. It'sinthebinder. It'syour Exhibit 16.
23 Is the $320,000, whatever the amount is, till 23 It'syour Exhibit 16, page 13, lines 18 through 24.
24 inthat account and that account exists? 24 MR. BALLANTINE: I'm sorry, what isthe
25 WITNESS: No, your Honor. That money hasbeen |25 reference?
Page 190 Page 192
1 spent on the roads and electrical already, and that's 1 ARBITRATOR: She's on Exhibit 16, page 13,
2 thereason we're here, is getting a second fair rate of 2 lines 18 through 24.
3 return. Because it was remanded from the first 3 MS. DAVIS: Yes, your Honor.
4 arbitrator. The County ordinance specifically states 4 MR. BALLANTINE: Page? I'm sorry.
5 that, in my opinion, that we can collect -- we're under 5 MS. DAVIS: The page numbers of the transcript
6 theimpression that we can collect the funds before we 6 itself are at the bottom or your page.
7 spend them, and we can have them in there, start 7 MR. BALLANTINE: That'swhat is confusing, one
8 charging before we spend them. 8 of thethingsthat's confusing me. | can go off either
9 And the arbitrator gave usthat latitude. And 9 page, | just need to know which one.
10 then it was remanded back to the judge. Thejudgesent |10 ARBITRATOR: Page 16, she said, lines 18
11 it back to the -- remanded it to the arbitrator and he 11 through24. AndI'm on page 16 --
12 would not rule, then, on that $327,000, | think it was, 12 MS. DAVIS: 13.
13 inthere, and now we'rein front of you because that was |13 ARBITRATOR: Page 13, thank you.
14 remanded back to him several times and now we're 14 This statement was made on September 19, 2011.
15 remanded back to him, the whole thing. 15 That'sfive and ahaf -- amost five and a half years
16 So it's a quagmire, unfortunately, for 16 ago. And he says"Thethird areaisthe infrastructure,
17 everybody because now we're before you as an arbitrator |17  and it's $320,000. None of the money has been spent
18 andit'sjust aconstant battle. Every time we think we 18 yet, although it's been paid in."
19 haveclosure from an arbitrator, they appeal it to the 19 Okay. | assume that was the status of things
20 County and the County says remand it back. 20 in 2011
21 ARBITRATOR: Sothe $320,000 hasbeen--or |21 MR. BALLANTINE: Correct. I'll acknowledge
22 $327,000 has been spent on improvements now? 22 that'swhat the transcript saysthat | said. It wasn't
23 WITNESS: Yes, sir. 23 testimony but it was opening statement. That's what was
24 ARBITRATOR: Okay. 24 said. Mr. Waterhouse just basically testified to the
25 Next question. 25 sameeffect just now. That wasthe status at the time.
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1 Whatever therelevance is here today, and | can't fathom 1 ARBITRATOR: Let him make his objection.
2 it, that iswhat he said. 2 MS. DAVIS: All right.
3 ARBITRATOR: My understanding isthat it'sthe | 3 MR. BALLANTINE: It seemsto methat thisis
4 petitioner's belief that money that was put into that 4 dl very collateral, but | do object to this ongoing
5 account was to be spent for improvements, and that was 5 questioning. The question itself was argumentative. |
6 for part of the other award, and even though it hadn't 6 object on the grounds of relevancy. | object on the
7 been spent they were being charged for it and therefore 7 grounds of, potentially, attorney-client privilege
8 that congtituted arent increase, and therefore your 8 communication to the degree she's asking the witness
9 notice of rent increase that's at issue hereisinvalid 9 procedural things that happened in another arbitration
10 because rent has been charged for the same thing, 10 proceeding. That may potentialy still be subject to a
11 essentialy adouble charge. Is my understanding 11 pending proceeding because of the homeowners' appeal .
12 correct? That'sthe allegation? 12 Butreally, the fundamental objection isrelevancy to
13 MS. DAVIS: That's close enough. 13 thispreceding.
14 ARBITRATOR: So next question? That'swhat | |14 ARBITRATOR: Whether the $62,000 came out of
15 understand. I'm not sure how probative or helpful 15 thereor not, | can't seethe relevancy. Sustained.
16 that's going to be, but it may in some way affect 16 Next question.
17 Dr. St. John's testimony and the numbers he used to do 17 BY MS. DAVIS:
18 hiscaculations, | suppose. | don't know where yet. 18 Q. Then!I'll back up. You said that the award of
19 MR.BALLANTINE: Well, there may havebeena |19 $320,000 -- actually, you said the arbitration isn't
20 charge, but how that's a notice of rent increase -- 20 final. Thatistrue, but did you also mean that the
21 they'retalking about a 2011 increase, but understood. 21 vacation of the $320,000 award was not final as well?
22 | just want to get through the facts and we can do 22 ARBITRATOR: Wéll, that callsfor alegal
23 argument later. 23 conclusion on his part, and whatever his opinionisis
24 ARBITRATOR: Yes. 24 not amatter of law so I'm going to sustain my own
25 Okay, next question. 25 objection to that.
Page 194 Page 196
1 BY MS.DAVIS: 1 Let'smoveon. He can't giveyou lega
2 Q. Asof thedatethat Mr. Ballantine made that 2 opinions. Whether something isor isnot fina isa
3 statement in his opening remarks, none of the $320,000 3 legal question.
4 had been spent, yet you're saying that that award is not 4 BY MS. DAVIS:
5 final because there's $62,000-plus that's been spent 5 Q. Eventhoughthe 2011 arbitration isn't final,
6 fromthat, isthat what you're saying? 6 do you intend to refund homeowners overpayments of the
7 ARBITRATOR: | didn't understand that 7 $320,000 escrow account?
8 question. 8 MR. BALLANTINE: Vague and ambiguous asto
9 MS. DAVIS: That was alittle convoluted, 9 time
10 wasn'tit? 10 WITNESS: (No audible response.)
11 ARBITRATOR: Itwas. Thefact that therewas |11 BY MS. DAVIS:
12 $320,000 in the account in September 2011, six years 12 Q. When?
13 ago-- 13 ARBITRATOR: Weéll, the questions make it very
14 MS. DAVIS: That'swhat I'm trying to get to. 14 toughtoruleintelligently on objections.
15 Q. Butonthe next day of the hearing, Mr. Garcia 15 MR. BALLANTINE: | mean | guess the problem
16 said that $62,145.55 of capital improvements had been 16 is, your Honor, | mean | spoke of this. It'sbeen a
17 spent. Hedidn't specify it was from the $320,000 17 longtimenow. | did speak of that issue, and | think
18 escrow account, but do you know if it was? 18 Mr. Waterhouse did, too, at the first arbitration
19 MR. BALLANTINE: Wéll, I'm going to object on |19 hearing, and we acknowledged that there is potentially a
20 that, your Honor. Now what she'sdoing istrying to 20 rent credit due to the homeowners for some of that
21 reargue a 2011 arbitration proceeding, | think, whichis |21 money, and the problem is that the argument is we don't
22 unfortunately repeatedly under appeal by the homeowners |22  know what that number isuntil it's final, and we've
23 because they don't like the resullt. 23 been hoping for along time for finality and yet dueto
24 MS. DAVIS: That's your interpretation. 24  the extraordinary time the County has taken to resolve
25 Mr. Balantine, please. 25 this, and the multiple, really, unsuccessful appeals by
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1 the homeowners have simply protracted it. 1 procedurally we have to follow the procedures that the
2 So it's acknowledged that there may be 2 ordinance forces usto follow and so they are
3 something owing, but the park isin abox because they 3 independent proceedings. And that goes back to my
4 don't have finality on the one proceeding and yet the 4 ongoing objections of relevancy of questions about this
5 homeowners have resisted the rent increase on the basis 5 old-- this 2011 arbitration proceeding. They're simply
6 of any capital expenseitemsin this proceeding as well, 6 not relevant to anything determined here.
7 and so now the park owner has objected to two 7 And as your Honor indicated, if the park owner
8 arbitration proceedings initiated by the homeowner. 8 winds up owing something on the 2011 proceeding, which
9 But my comment and | did address that general 9 they may, then they'll have to pay it one way or the
10 issuein the opening statements, we're aware of that. 10 other. That'sindependent of this proceeding. Wed
11 Mr. Waterhouse has testified that he wants finality so 11 loveto have some proceeding final so we know where
12 hecan work out somerent credits. | don't see that 12 wereat.
13 thisline of examination is particularly productive, 13 ARBITRATOR: Okay.
14 however, to any resolution of an issueinthis 14 MR. BALLANTINE: Thank you for listening to
15 proceeding, at least the way that they're being asked. 15 that, your Honor.
16 ARBITRATOR: I'm not sure that any rent 16 ARBITRATOR: That was longer than it needed to
17 increasethat | do or don't approve is going to have any 17 be
18 effect on whatever credits may be due to the homeowners |18 MR. BALLANTINE: It was, | agree.
19 under the other case when that case ultimately becomes |19 MS. DAVIS: What was the abjection?
20 final. 20 MR. BALLANTINE: Relevance.
21 MR.BALLANTINE: Yesah, right, exactly. | 21 ARBITRATOR: What we have isthis.
22 think they are independent, and if we wind up having 22 MS. DAVIS: I'm sorry?
23 finality here and finality there, great, then we'll know 23 ARBITRATOR: What we haveis. We have,
24 wherewe're at and there will be some determinationthat |24 apparently, a $320,000 order for an impound account in
25 can be made. 25 theearlier arbitration. That money was apparently
Page 198 Page 200
1 The park owner's problem, of course, is that 1 deposited into the impound account. Some of it has been
2 it'sstill alive case and the park owner could do 2 spent, not in 2011 but sometime subsequently for
3 certain thingsin the other case, we're not amending the 3 improvementsin the park.
4 prior case, and then this case is resolved and the park 4 If there was more money in the account than
5 owner doesn't get the rent pass-through in this case 5 was spent for those improvements, it would seem
6 when the park owner has waived all right is, 6 reasonableto believe that sometime in the other case
7 potentialy, in asituation of waiving things. So the 7 therewill be an order refunding the balance, whatever
8 way we seethat is ultimately they haveto be determined | 8 itis-- $100,000, $20,000, whatever it might be -- to
9 onthe meritsand if there'safinal ruling that 9 the homeowners.
10 ultimately means that the park owner owes something, the |10 MS. DAVIS: That's not true, your Honor.
11 park owner -- 11 ARBITRATOR: Redly? Why wouldn't it be?
12 ARBITRATOR: The park owner obviously will pay |12 MS. DAVIS: For the 2011 case, none of the
13 it 13 $320,000 was spent within atime period required and
14 MR. BALLANTINE: The park owner will pay it. |14 beforethisrent increase.
15 They'll haveto pay it. 15 ARBITRATOR: Well, that's argument.
16 But the flip sideis the park owner -- the 16 MS. DAVIS: May | continue?
17 park owner is entitled to get -- we think the park owner 17 That account has now been spent on this rent
18 isentitled to collect that one place or the other, and 18 increase. Sowe're paying twice, essentially, for the
19 the homeowners are saying no in both places, and that's |19 samerent increase of an escrow account of $320,000, and
20 theproblem. 20 what wasin the escrow account that management paid
21 So we're just following the ordinance, trying 21 towards 333-plusK inthisrent increase.
22 toresolvethis. | understand to some degree the 22 If any of the money was spent before this rent
23 concern and the frustration by the homeowners about that |23  increase that had anything to do with 2011, he would not
24 issue. We sharethe same frustration. We'd loveto 24 have had $333,000 in the account to spend.
25 havefinalty, but | think at the end of the day 25 ARBITRATOR: That depends on when it was
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1 spent. I'mnot going to get into an argument with you 1 your perception of not code violations, is that true?
2 maam. I'm going to direct you to get another subject 2 A. Yes
3 matter. | think the $320,000 that was in the account, 3 Q. Youdidn't agree on whether or not they were
4 if money isowed to you in that context, that is for the 4 codeviolations, but the County did send you more
5 judge or the arbitrator in that case to determine, not 5 notices of violations and notices of determinations of
6 for meto determine. 6 fines?
7 Right now I'm dealing with a $105 and change 7  A. Wedid not agree with the County that there
8 increasein rent based on the testimony of Dr. St. John 8 werecode violations.
9 asto how he calculated what the amortized improvements | 9 Q. I'msorry, | didn't hear that.
10 would have cost, and therefore they say they are 10 A. Wedid not agree with the County that there
11 entitledtoit. | don't know what I'm going to decide 11 were codeviolations.
12 onit. | understand your position, but what you're 12 Q. Yes | understand. You disputed, in fact, but
13 doing now is essentialy trying to argue your casein a 13 you still received another one or two letters of code
14 context -- or | understand that you're doing that, 14 violation?
15 you'redoing that in the context of trying to 15 MR. BALLANTINE: Objection. Vague and
16 cross-examine somebody, and that's not proper. 16 ambiguousasto "you."
17 So let's get on to one of the other subject 17 ARBITRATOR: Sustained.
18 mattersthat you say you want to do, because we are 18 WITNESS: Likeif | receive adriving ticket?
19 quickly running out of time here. 19 ARBITRATOR: Sustained.
20 BY MS.DAVIS: 20 Next question or clarify it. The question as
21 Q. Mr. Waterhouse, when did you obey the code 21 posedisvague.
22 violations? 22 BY MS.DAVIS:
23 MR. BALLANTINE: Objection. Lacksfoundation, |23 Q. Did you receive any code violation letters
24 argumentative, lacks foundation. 24  from the County?
25 ARBITRATOR: It'slate. 25 MR. BALLANTINE: Vague and ambiguous asto,
Page 202 Page 204
1 MR. BALLANTINE: I'm sorry, your Honor, but 1 "you." Do you mean the entity or him personally?
2 thatisasignificant issue. It'sargumentative and in 2 ARBITRATOR: Areyou aware of any code
3 that it assumes there are code violations that 3 violations received by you or your company from the
4 require -- to ask "When did you obey the code 4 County about code violations?
5 violations' -- 5 WITNESS: Yes.
6 ARBITRATOR: | assume she means whatever the | 6 ARBITRATOR: Thank you.
7 PUC was complaining about. 7 Next question.
8 MR. BALLANTINE: I think it's actually 8 MS. DAVIS: Thank you.
9 Planning & Development, but | think the problemisifhe | 9 Q. Eventually you communicated to the County that
10 answersthe question as framed, then he has to say that 10 youwould like to settle the code violation issue once
11 there were code violations. 11 andfor dl, didn't you, by outlining an agreement on
12 ARBITRATOR: Clarify your question. 12 how it would be handled?
13 MS. DAVIS: Yes, your Honor. 13 A. Wedisagreewith theviolations, and we went
14 Q. Mr. Waterhouse, when you acquired Nomad 14 tothem, Mr. Ballantine went to them and explained to
15 Village, did you become aware that the County had cited |15 them that they werenot -- that we didn't feel there
16 the prior owner for code violations for the electrical 16 wereany violationsin the sense of health and safety,
17 infrastructure? 17 lifeor limb, asthey say, and through negotiations of
18  A. Yes wedid. 18 thecommon area, two transformers and Space 92, they
19 Q. Andhow didyou learn of that? 19 then agreed with usthat their previousviolationswere
20  A. Through the previous owner. 20 not correct and that we wereright. They made no
21 Q. Through Mr. Bremmer (phonetic)? 21 chargesagainst us, no fines, no penalties, and
22 A. Yes, maam. 22 everything waswiped clean.
23 Q. Andyou had an ongoing dialogue -- after you 23 Q. I'msorry, your exhibits today of the
24 acquired the park, you had an ongoing dialogue withthe |24 agreement and the amended agreement?
25 County about their perception of code violations and 25 ARBITRATOR: Those exhibits are in evidence
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1 and have been received. | don't need to hear the dates 1 thisdispute?
2 and soforth. You can put them in your closing 2 ARBITRATOR: Maam, move on. The County did
3 argument. 3 not charge the homeowners with any violations. The
4 BY MS. DAVIS 4 settlement between the park and the County was between
5 Q. Ijustwantedtoask. Mr. Balantine 5 the park and the County and no, the homeowners were not
6 mentioned $2,000. What was that? 6 signatoriesto the agreement. Where else do we need to
7 A. That wasacharge. TheCounty charged usfor 7 gowithit? I'm not sure how probativeit isto
8 their labor cost to completethat transaction. And it 8 anything that's here anyway. Y ou have established what
9 wasnever passed through to theresidentsin any of the | 9 | think you've wanted to establish. The homeowners
10 increases. 10 weren't part of the agreement. They didn't have any say
11 BY MS. DAVIS: 11 inthe outcome.
12 Q. Nevertheless, between Mr. Bremmer's ownership |12 MS. DAVIS: Yes, your Honor.
13 of the park and your ownership of the park, how longdo |13 Q. Oneof your letters on October 21st, 2008, you
14 you estimate the disagreements lasted about the code 14 mentioned that you were planning an upgrade to 100 amps
15 violations? 15 for the entire park. Did you cancel that project in
16  A. | don't recall the exact dates. | know it 16 favor of something else?
17 lasted quite a while because we had to show information |17 MR. BALLANTINE: Objection. She'sasking
18 tothem that they did not understand how Housingand |18 about aletter from 10 years ago, nearly 10 years.
19 Community Development Staterulesor the County rules, |19 ARBITRATOR: Sustained.
20 and that wasone of theissues so it was an educational |20 Move on, please.
21 experiencefor them, which took them quiteawhileto |21 BY MS. DAVIS:
22 understand and grasp. Oncethey did, they agreed with |22 Q. Wasn't the arbitration final, how do you
23 usand we settled with them with no violations, no 23 intend to refund homeowners' overpayment?
24 fines, no penalties. And $2,000 again was paid tothem |24 MR. BALLANTINE: Objection. Argumentative,
25 for their services, and it was not charged to the 25 assumes facts not in evidence.
Page 206 Page 208
1 residents. 1 ARBITRATOR: Sustained.
2 Q. Andthat was a private agreement between you 2 BY MS.DAVIS:
3 andthe County of Santa Barbara? 3 Q. When?
4 MR. BALLANTINE: Objection. Vague and 4 ARBITRATOR: Sustained. It's speculative.
5 ambiguous. | don't know what the term "private 5 MS. DAVIS: Your Honor, could you explain
6 agreement” means. The agreement isin evidence. 6 something to me, please?
7 ARBITRATOR: The settlement agreement hasbeen | 7 ARBITRATOR: I'll try.
8 received. | don't remember the exhibit number, but it's 8 MS. DAVIS: If I'm not arguing with
9 inevidence 9 Mr. Waterhouse, how is the question argumentative?
10 MS. DAVIS: All right. What | mean is, were 10 ARBITRATOR: It isargumentative in terms of
11 the homeowners part of that agreement? 11 what you'retrying to get the court todo. Itis
12 MR. BALLANTINE: Vague and ambiguous. 12 argumentative in form. It's not that you are arguing
13 ARBITRATOR: Were the homeowners signatories |13  with him, it isargumentativein legal form. It's
14 tothe agreement? | don't think it matters. Were they? 14 something that should be in argument, not a question to
15 MR. BALLANTINE: No. 15 awitness. That's what argumentative means.
16 WITNESS: No. 16 MS. DAVIS: Oh, so it impliesthat I'm trying
17 ARBITRATOR: Okay. The homeownerswerenot |17 to get you to do something with my question?
18 involved inthe dispute. The County was not making any |18 ARBITRATOR: Well, you're alwaystrying to get
19 claimsagainst them, were they? 19 meto do something through your question, just asthey
20 WITNESS: No, there's no claim against the 20 are, but the form of the question, if it's something
21 residentsthemselves. We were basically dealing with 21 that belongsin argument, and is not an evidentiary-type
22 the County separately. 22 of issuethat isrelevant, if it's argument on how to
23 ARBITRATOR: Okay. 23 interpret the evidence, then it's argumentative.
24 BY MS.DAVIS: 24 MS. DAVIS: Istherent control ordinance
25 Q. Didyou say the homeowners weren't involved in 25 evidence?
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1 ARBITRATOR: The rent control ordinance has 1 ARBITRATOR: | don't have averbatim memory of
2 been received in evidence, yes. 2 al of thetestimony in six-plus, seven-plus years of
3 MS. DAVIS. May | refer to the rent control 3 hearing we had on the 18th of November. I'm sorry, |
4 ordinance to ask asimilar question? 4 don't.
5 ARBITRATOR: Surewish you guys had lawyers. | 5 MS. DAVIS: Wéll, | remember the comment. |
6 What isthe exhibit? Let mefind it in the 6 can't remember if it was on the record or not.
7 index. Exhibit 12. Direct meto what you're looking 7 But you say that my questions are
8 for. 8 argumentative.
9 MS. DAVIS: The ordinance allows park owners 9 ARBITRATOR: No, | sustained argumentative
10 to collect and retain rent increases in an escrow 10 objectionsto some of your questions, relevance
11 account until arbitration isfinal, but it also requires 11 objectionsto some of your questions, overruled
12 management to refund any rent credit toward future 12 objectionsto some of your questions. Let's proceed.
13 rents. That'swhat | would like to ask about. 13 BY MS. DAVIS:
14 ARBITRATOR: Wéll, if it hasto do with the 14 Q. | have one question about the meet and confer
15 2011 case, it's not something that I'm going to be 15 issue, Mr. Waterhouse.
16 ruling on. 16 MR. BALLANTINE: Your Honor, it would save
17 MS. DAVIS: No, your Honor. 17 sometime. Your Honor may recall you specificaly ruled
18 ARBITRATOR: I'mruling onthisrentincrease. |18 on the meet-and-confer issue after we had some argument
19 I'mnot going to order any refunds from any escrow 19 atthelast hearing. You found it was sufficient. |
20 account from any prior case. 20 don't think we should revisit that.
21 MS. DAVIS: Your Honor, that wasn't my point. 21 ARBITRATOR: There was meet-and-confer
22 ARBITRATOR: Thenyou'regoingto havetobe |22 testimony before. | thought it was pretty thoroughly
23 more clear because I'm not understanding you. 23 done. I'mgoing to let her ask afew questions and see
24 MS. DAVIS: I'd just like to know how and when |24  whereit goes.
25 hethinks he will refund. 25 Ask your questions.
Page 210 Page 212
1 ARBITRATOR: | don't see how that's probative 1 MR. BALLANTINE: Thank you.
2 of anything. 2 BY MS.DAVIS:
3 MS. DAVIS: It's not appropriate? 3 Q. Why, out of common courtesy, didn't you give
4 ARBITRATOR: No, | say it's not probative of 4 homeowners reps one copy of your rent increase
5 anything herein dispute. 5 documentation before the scheduled meet and confer?
6 I'm either going to award or not award the 6 A. Wemadethem available at the clubhouse, the
7 rentincrease, I'm going to modify an award, less than 7 manager'soffice, for you to review.
8 they want, I'm going to do something. | don't know 8 Q. I'msorry, Mr. Waterhouse, that wasn't my
9 what, but when or how they are going to pay anythingis 9 question.
10 not something I'm going to make an order on in this 10 Y ou did what you were required to do only.
11 case 11 I'masking you, out of common courtesy, why didn't you
12 Whatever is owed in the 2011 case is going to 12  alow the homeownersto have in their hands one copy of
13 beadjudicated in the 2011 case. If there's money left 13 the documentation?
14 overinthat 2011 case, the judge or the arbitrator will 14  A. You'recorrect, | did what | wasrequired to
15 order it refunded. | don't have jurisdiction to do 15 dobytheordinance. | did that. And if you recall,
16 that. | wasn't the arbitrator in that other case when 16 after the meet and confer, we gave everyone a copy in
17 that $320,000 was sequestered, so you can't get there 17 theHOA.
18 from here with me. 18 Q. After.
19 MS. DAVIS: Yes, your Honor. 19 A. Weregrouped, but we did what we weretold to
20 ARBITRATOR: Becauseit'snot relevant tothis |20 do and followed the ordinance and madeit availableto
21 case asl seeit. 21 theHOA. Then after regrouping, we decided to go ahead
22 MS. DAVIS: Oh, then we were not ontherecord |22 and givea full copy to each HOA member, which we did
23 when Mr. Balantine told Mr. Waterhouse how therefund |23 after the meet-and-confer meeting.
24 would be handled before we got on the record on November |24 Q. Yes, that istrue.
25 18? 25 A. Thank you.
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1 Q. Soyoudidwhat wasrequired. 1 exhibits offered by the petitioner, A, B, C, and D.
2 A. Absolutely. 2 They were marked for evidence.
3 Q. I'msorry, you did what was required, right? 3 MS. DAVIS: That was our expert witness who
4 A. Yes 4 couldn't be here.
5 Q. Doesthat meanit wasright? 5 ARBITRATOR: They are simply -- with one
6 MR. BALLANTINE: Objection, your Honor. 6 exception, there's only one document, | think, which is
7 ARBITRATOR: From my perspective, that doesn't | 7 Exhibit C, that | haven't seen before. Otherwise, |
8 matter. Theissueiswhether or not the meet-and-confer 8 think all of the other documents are duplicates so maybe
9 requirements were complied with. If doing more than 9 they are all duplicates of some things that are already
10 that needed to be done when it was right, then the 10 infrom the respondent.
11 ordinance should have been changed. All anybody hasto |11 Is there any reason they can't be received for
12 doisconform to the ordinance. 12 whatever value or probative value they may or may not
13 MS. DAVIS: Well, actually in the rules for 13 have?
14 hearing, your Honor. 14 MR. BALLANTINE: | don't know what they are,
15 WITNESS: Your Honor, may | just say 15 your Honor.
16 something? 16 ARBITRATOR: A isNomad Village MNOI analysis
17 For the record, in the beginning we did not 17 2007-2010, Table 3A.
18 know, they refused to give us who the HOA memberswere, |18 Nomad Village fair return analysis 1994 to
19 soitwasimpossiblefor usto give them acopy. When 19 2009, Exhibit B.
20 we asked who the HOA members were, they refused to give |20 MR. BALLANTINE: No objection to those.
21 usnames and addresses so we couldn't even givethema |21 ARBITRATOR: "A Comparison of Return on
22 copy at that time, even if we cared to do so. So she's 22 Investment" listing the mobile home parksin California,
23 correct, it was available to them at working hours and 23  Exhihit C.
24  they could go and look at it, and then after the meet 24 And D is"Nomad Village Return on Capital Net
25 and confer once again we did give them afull, complete |25 Operating Income." It's beginning August 2008 and going
Page 214 Page 216
1 copy of everything. 1 through February 2016. Exhibit D.
2 ARBITRATOR: Okay. Let'smoveonto another | 2 Any reason why those cannot be received?
3 subject, please. 3 MR. BALLANTINE: Your Honor, A and B no
4 MS. DAVIS: Your Honor, we will provide 4 objection.
5 evidencein our post-hearing brief that contradicts what 5 CandD, yes. | think that the last hearing
6 hejust said. 6 when they were proffered we objected because we said
7 MR. BALLANTINE: | thought it was already 7 therewasno foundation. Mr. Allen indicated that he
8 ruled on. It would be nice, your Honor, if we could 8 had prepared those and he was going to testify about
9 narrow theissues. 9 them and he has not come today to testify. 1'm not
10 ARBITRATOR: Next subject matter. 10 unsympathetic, but we at great expense have traveled and
11 MS. DAVIS: No more questions, your Honor. 11 we're here today ready to go.
12 ARBITRATOR: Thank you. 12 ARBITRATOR: Take aclose look at Exhibit C.
13 Any redirect? 13 It doesn't have afoundation, that's true, but isthe
14 MR. BALLANTINE: Just amoment with 14 objection lack of foundation for Exhibit C?
15 Mr. Waterhouse. | don't think so. 15 MR. BALLANTINE: That's my objection.
16 Thank you for the moment, your Honor. No, 16 Y ou know what, if your Honor would prefer that
17 nothing further. 17 wedefer on the objection, | can ask a quick question of
18 ARBITRATOR: Thank you very much. 18 Dr. St. John. Maybe we don't have an issue with them.
19 Any other witnesses to be called by the 19 My concerniswe haven't talked about them, and I'm not
20 petitioner? 20 surewhat that means that ultimately once they arein
21 MS. DAVIS: Our only expert witness couldn't 21 evidence, and | may see arguments that are about the
22 makeittoday. He was hoping to be here this afternoon, |22 contents that are problematic, but we haven't had any
23 but he has not arrived so no, your Honor. 23 crossor anything like that, so --
24 ARBITRATOR: Okay. The only thing we haven't |24 ARBITRATOR: You want to let him ask questions
25 dealt with, according to my notes, are the original 25 of Dr. St. John to seeif he can lay afoundation for
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1 Exhibit C? Nobody has told me what Exhibit C isor 1 happened with. Can we go through the rest of them?
2 whereit came from. 2 ARBITRATOR: Rest of their exhibits? | think
3 MS. DAVIS: And | don't have a copy of it. 3 all of them werereceived. Let'ssee, C --
4 ARBITRATOR: Madam Clerk, would you takeitto | 4 MR. BALLANTINE: | wasn't aware that they were
5 her. 5 because I've got some concerns about the exhibits and
6 MS. DAVIS: I'll do my best. 6 I'll explain why.
7 ARBITRATOR: I'll let counsel ask the 7 ARBITRATOR: | don't want to ask our
8 questions. 8 distinguished reporter to go back and seeif we didn't
9 MR. BALLANTINE: | didn't mean to examine it 9 getthemall in, but | thought we did.
10 ontherecord. | wasn't planning to authenticate the 10 CLERK: It came out of the binder, so | don't
11 other side's exhibits, your Honor. It was whether or 11 havetheA, B, C,D.
12 not | had an objection. I'd like to get some 12 ARBITRATOR: Wejust did A, B, Cand D.
13 consultation. 13 MR. BALLANTINE: I didn't think we had ruled
14 ARBITRATOR: Does he havethisexhibit there |14 on the others, your Honor.
15 now? 15 ARBITRATOR: | thought we had earlier today.
16 MR. BALLANTINE: He does. 16 Am | remembering incorrectly?
17 ARBITRATOR: I'm sorry. | misunderstood. 17 MS. DAVIS: Hedidn't object earlier today.
18 MR. BALLANTINE: I'm sorry, | wasn't very 18 ARBITRATOR: That'swhat | thought. | asked
19 clear. | apologize. 19 if they could be received without objection and | think
20 ARBITRATOR: My fault. 20 theanswer was ho.
21 Ms. Davis, | misunderstood. All he wanted to 21 MR. BALLANTINE: | thought | said there was
22 doishaveDr. St. John look at it to seeif there'sany 22 some objection. Y ou may have said that and | may have
23 objection to its content, not necessarily its 23 misunderstood.
24  authenticity. 24 ARBITRATOR: Asto the ones that we didn't
25 MS. DAVIS: While they're looking at it, your 25 receive before, | knew you had some objections. | asked
Page 218 Page 220
1 Honor, would it be appropriate for me to redo 1 about that again, you said no, and | said they arein.
2 homeowners' Exhibit M and resubmit? Although I'mnotan | 2 What about these that we just received, the
3 expert, like Dr. St. John, he was allowed. 3 packet that she gave dl of usthat | didn't get,
4 ARBITRATOR: No. What's been received in 4 apparently, and the clerk had not seen before our
5 evidenceisnot going to be redone. | mean formal rules 5 noontime break, and when we came back, | think the first
6 can berelaxed in ahearing such asthis, but I'm not 6 thingl saidis, "Can these be received?' and | may have
7 going to let evidence be redone, no. The evidenceis 7 made anote.
8 what the evidenceis. 8 | received 50 through 53 of the respondent's
9 MR. BALLANTINE: If thiswill help, your 9 exhibits.
10 Honor, on your question, C we don't have an objectionto |10 MR. BALLANTINE: We had some after lunch, your
11 your taking Cin. 11 Honor, that | proffered. Actually, those may have been
12 ARBITRATOR: Thank you. Cwill bereceived. |12 beforelunch, but then | had some after lunch.
13 What about D? 13 ARBITRATOR: | don't seemy note, but in all
14 (Exhibit C received into evidence.) 14 candor my recollectionis| asked if there was any
15 MR. BALLANTINE: D wedo object to. There's |15 objection to the packet that the defense submitted and |
16 nofoundation. The concern about D isit's got awhole 16 Dbelieve there was none and | said "Received.” | think
17 bunch of purported numbers about Nomad Village's 17 that'sright. Understand that in a, quote-unquote,
18 operating income that we don't think are correct, either 18 court trial or an arbitration hearing, most judges know
19 factually or analytically. There's been no foundation 19 what isrelevant and what's not. But if we want to go
20 sowe do object to that. 20 through them one at atime again.
21 ARBITRATOR: Exhibit Cisreceived; ExhibitD |21 Mr. McClure, do you --
22 isnot, it simply remains marked for identification. 22 COURT REPORTER: Do you want meto look for a
23 Allright. 23 particular number?
24 MR. BALLANTINE: I'm sorry, then for therest, |24 ARBITRATOR: We'relooking for Exhibits
25 I'mnot sureif | -- there's some that I'm not sure what 25 beginning with Exhibit E.
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1 Well, get your exhibit book out and let's 1 inferences| should draw, conclusions | should draw from
2 begin with Exhibit E. 2 thetestimony, the exhibits that have been received.
3 MR. BALLANTINE: I think | can expedite this, 3 MS. DAVIS: Itisnot an additional exhibit,
4 your Honor. | think | have only very limited 4 it'sinthe exhibits.
5 objections. If | can just have a minute with my client, 5 ARBITRATOR: Itisinthe exhibits? Okay.
6 | think we can do this super fast. 6 You said you were going to submit additional evidence,
7 ARBITRATOR: Absolutely. 7 andl --
8 MR. BALLANTINE: Thank you, your Honor. 8 MS. DAVIS: No, what | meant isthat | will be
9 The only one we have an objection to is -- at 9 talking about it.
10 least on admissibility, would be M. That wasthat MNOI |10 ARBITRATOR: Aslong asit'sin evidence.
11 supposed analysis that Dr. St. John wasexaminedonand |11 Understand, and | know that counsel understands this, if
12 | thinkit'snotin, in any event. That was that one 12 you were to submit another document to me that heis
13 page. 13 going to argue about in his closing brief, I'm not going
14 ARBITRATOR: I'mlooking for Exhibit M inmy |14 to pay any attention to it because it's not evidence
15 stack here. 15 because the other side hasn't had an opportunity to
16 WITNESS: It's one page. 16 respondtoit.
17 ARBITRATOR: Did | hand that back to somebody? |17 MS. DAVIS: Of course.
18 No, hereitis, I've got it. 18 ARBITRATOR: Soitwasjust simply a
19 Thiswas the one that Dr. St. John was 19 misstatement on your part or | misunderstood. We now
20 examined on. He said yes, you have theright categories |20 understand each other on that issue.
21 but you have the wrong numbers. And, no, it doesn't -- 21 MS. DAVIS: Crysta clear, your Honor.
22 yes. S0 M isnot received; the rest of them are. 22 ARBITRATOR: Thank you.
23 (ExhibitsA, B,C,D, E, F, G, H, 23 So the question is, today is the 10th of
24 [, J, K were received into evidence.) 24 February. By when can the petitioner be prepared to
25 MR. BALLANTINE: Thank you. Let mejust note, |25 have their opening argument in writing sent to the
Page 222 Page 224
1 thisisahousekeeping thing or something, but what | 1 clerk, sent to me, sent to defense counsel? Do you need
2 wasgiven, my Exhibit L also has another Exhibit M 2 aweek, do you need two weeks, do you need 10 days?
3 stapledtoit. I'mthinking if that isthere aswell, 3 | don't know who-all is going to be working on
4 then| do object to Exhibit L having a companion Exhibit | 4 it, whether it's going to be you, the gentleman whose
5 M attached toit. | think it'sjust a matter of having 5 name|I'm blanking on his name, Mr. Pizano, or
6 the document cleaned up. 6 Ms. Hamrick or whoever it might beis going to help
7 ARBITRATOR: All right. I'm not going to pull 7 author it, somebody is going to haveto sign it asthe
8 them apart here, I'm simply going to draw aline through 8 representative of the homeowners' association. But how
9 itand | won't consider it. That's received with the 9 soon can you have that done? I'll give you reasonable
10 exception of what is Exhibit M. 10 timeto porethrough your notes, all of the exhibits,
11 (Exhibit L received into evidence.) 11 outline, and then later write a cogent argument for me?
12 MR. BALLANTINE: Thank you. 12 MS. DAVIS: There are two post-hearing
13 ARBITRATOR: All right. Both sides have 13 arguments?
14 rested. All the exhibits have been accounted for. It's 14 ARBITRATOR: You're going to submit an
15 quarter to 4:00. Thiscase cannot be argued in the 15 argument. He'sgoing to reply. You have the burden of
16 context of thingsin a helpful way in about an hour and 16 proof soyou get to do -- he's going to oppose, he's
17 five minutes, so here's what we are going to do. 17 going to give me an opposing brief. You get to have a
18 Everybody get out your calendars. 18 rebuttal, or final, brief, not giving me new stuff but
19 Ms. Davis, what I'm proposing here and about 19 simply responding to what he says.
20 toorder iswritten briefs for closing argument. Y ou 20 MS. DAVIS: Okay. Andthetimelineisours
21 made acomment amoment ago and | want to cautionyou, |21 first.
22 you'll do it however you're going to do it, but you said 22 ARBITRATOR: That's correct.
23 you were going to submit some additional evidencewith |23 MS. DAVIS: Twenty days?
24 your argument. Evidenceisclosed. The argument is 24 ARBITRATOR: Objection to that?
25 going to be talking to me about the testimony, 25 MR. BALLANTINE: No, that'sfine.
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1 ARBITRATOR: Finewith me. So 20 daysfrom 1 you'd be due on the 22nd.
2 today, with the short month, would be the 1st of March. 2 MR. BALLANTINE: Yes.
3 Did I count that right, Madam Clerk? 3 ARBITRATOR: So 3/22/17, also service by
4 MS. DAVIS: 2nd of March, | believe. 4 emalil, but CD to the clerk.
5 ARBITRATOR: 2nd of March. Whether that's20 | 5 MR. BALLANTINE: Your Honor, then | would
6 or 21, you say 2nd of March, that's fine with me. 6 proposethat | will includein that our application for
7 MS. DAVIS: I'm not that good at math. 7 feesand costs related to these proceedings.
8 ARBITRATOR: That'swhy I'm alawyer. | love 8 ARBITRATOR: Yes, it isappropriate for
9 physics. | study the evolution of the universe, and | 9 post-trial motions. Include that in there. And | need,
10 have books and books and books on that. 10 then, your fina brief. Do you want another 20 days
11 So by 3/2/17, served plaintiff's 11 from the 23rd?
12 brief/closing. 12 MS. DAVIS: Personally | would, but what do
13 Now, asfar asI'm concerned they can be 13 you think would be appropriate?
14 served electronically. If you're going to serve them on 14 ARBITRATOR: Wéll, it's not my case, it's your
15 me, you're going to serve them on -- what is the office 15 case. | want you to have the time so that nobody can
16 e-mail? | know mine but -- you're going to serveit on 16 say later as part of an appeal, if thereis one, "The
17 Judgel ong@CDRmediation.com, you're goingto sendacopy |17 judge didn't give me enough time."
18 of that to Sandy @CDRmediation.com. 18 MS. DAVIS: Yes, your Honor, we agree, 20
19 You're going to also send that to the clerk's 19 days.
20 office, or deliver adisk, | guess, to the clerk's 20 ARBITRATOR: Twenty days, okay, from the 23rd
21 office 21 of March, 20 days would be due on or before April 11.
22 That's what you want, rather than paper, 22 I'm going to consider the matter submitted --
23 correct? 23 justincasethere are any glitchesin getting service
24 For the service on the clerk, you're going to 24 done, I'm going to have the matter deemed submitted on
25 make surethat it'son aCD and you're going to deliver 25 April 14.
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1 aCD copy to the clerk no later than close of business, 1 MS. DAVIS: Isthat the same as the record
2 March2. 2 closed on April 14?
3 You'l serveit by e-mail on defense counsel. 3 ARBITRATOR: No, what that meansis that's my
4 | don't have Mr. Ballantine's -- | have it right here. 4 timeto get awritten ruling out begins. | have, in
5 No, | don't. 5 theory, 90 daysin which to do that. | don't take that
6 MS. DAVIS: We have his e-mail, your Honor. 6 long normally. | get them done pretty darn quickly
7 ARBITRATOR: You have hise-mail? 7 because | want to get them out of my hair, if | had any.
8 MR. BALLANTINE: We have exchanged e-mail 8 | have, legally, 90 daysto get out awritten
9 before. It'sthe same e-mail. 9 ruling from the day it's submitted. I'm telling you,
10 ARBITRATOR: Same, okay. I'vegotitin 10 I'mgoing to deem it submitted -- just in case there are
11 another notebook. 11 any glitchesin service of the briefsthat | need, I'm
12 MR. BALLANTINE: | can say it on the record. 12 goingto deem it submitted on April 14, 2017. My 90
13 It'sJPB, my initias, JPB@Ballantinelaw.com. 13 days, and I'm not going to count them, runs from then.
14 ARBITRATOR: All right. Terrific. 14 It is not my practice to draw out and not get
15 MR. BALLANTINE: And your Honor, do | 15 opinions done quickly, and | said with my tongue in my
16 understand CDRmediation.com is one word? 16 cheek because | want to get it out of my hair, if | had
17 ARBITRATOR: Oneword, yes. AndI'mtoldit |17 any.
18 getsthrough both upper case and lower case but it'son 18 MS. DAVIS: Oh, that's what | missed.
19 my businesscard as lower case. 19 ARBITRATOR: | don't mean to be frivolous with
20 MR. BALLANTINE: Okay. 20 you. | want to give you the best shot | have.
21 ARBITRATOR: So assuming you have her brief by |21 Now, one of the things | want both sides to do
22 March 2nd, how much time do you need for areply brief, |22 intheir opening brief for the petitioner and in the
23 or opposition brief, rather? 23 opposition brief from the defense, | want you to tell me
24 MR. BALLANTINE: Probably 20 days as well. 24 what it isyou are asking meto do, why, and references
25 ARBITRATOR: Okay. If wego 20 fromthe2nd, |25 tothe evidencethat just identifies what you're telling
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1 me 1 ARBITRATOR: Okay.
2 If you want to give me -- "If you don't do 2 MS. DAVIS: Soif | may be listed with the
3 this, Judge, but please do that instead" or something 3 County as being arepresentative that they can
4 like that, please give me what you're looking for and 4 communicate with, I'd appreciate it.
5 why sol cantry to put it in context and understand 5 ARBITRATOR: Okay. Be surethat the clerk has
6 whatitis| am going to be required to do. 6 your e-mail address aswell asamailing address for
7 Thiscaseis, in my view, not particularly 7 you.
8 complex, but it is god-awful convoluted, so | want you 8 Why don't you give me yours, also, your e-mail
9 tohelp me help you by being focused and by telling me 9 address so that I'm sure | haveit, because | think the
10 what it isyou want meto do, why, and what the evidence |10 only onel haveis Ms. Hamrick's.
11 isthat supportsyour position. And he'll do the same 11 MR. GRADY: If | may, your Honor, | want to
12 thing and you'll get the last shot on why | shouldn't do 12 addressthetiming. Inour rulesfor hearings such as
13 that. 13 this, Section 18 says: "The decision shall be signed by
14 MS. DAVIS: Two questions. 14 thearbitrator and filed as a public record with the
15 ARBITRATOR: Yes, maam. 15 clerk no later than 30 days following the hearing.”
16 MS. DAVIS: Y ou mentioned in November you 16 | just wanted to point out that timing issue.
17 wanted an analysis of Galan versus City of -- 17 ARBITRATOR: | see. The hearing isnot over
18 ARBITRATOR: Yeah, nobody did that for me 18 until the 14th, so I'll have to get it out 30 days from
19 today. The Galan case -- 19 the 14th.
20 MR. BALLANTINE: Did you want that for today? |20 MR. GRADY:: Just wanted to point that out to
21 | apologize. 21 you, your Honor.
22 MS. DAVIS: Would you want it for the 22 ARBITRATOR: It's been pointed out to me that
23 post-hearing briefs? 23 Rulel8.
24 ARBITRATOR: Wéll, | can pull up Galan. | 24 MR. BALLANTINE: | think it's Exhibit 12.
25 think | havethecite. Do | have the cite? 25 ARBITRATOR: Exhibit 12. Oh, yes, Exhibit 12,
Page 230 Page 232
1 MR. BALLANTINE: It'srecited in our brief, 1 okay.
2 I'msure, but I'd be more than glad to e-mail that to 2 MR. GRADY: It's page 17, Section 18.
3 youand I'll copy -- 3 ARBITRATOR: So 11 --
4 ARBITRATOR: Okay. And| haveLexis. If you | 4 MR. GRADY: Thisisin therulesfor hearing,
5 just email methecite, I'll pull it up, or if you want 5 your Honor, which is separate.
6 todownload it and send it as an e-mail attachment, 6 MR. BALLANTINE: It's the next document behind
7 that'sfine. Just copy her so there's no ex parte 7 theordinance. It'son kind of a Courier font.
8 communication. 8 ARBITRATOR: Right, I've got it.
9 MR. BALLANTINE: That's agood point, your 9 MR. GRADY: And then page 17, that last large
10 Honor. So I'm clear, when | communicate with the 10 paragraph.
11 homeowners, then, at this point on I'll be communicating |11 ARBITRATOR: All right, both sideslisten to
12 with Ms. Davis, then, as the homeowners representative, |12 mefor amoment.
13 isthat correct, at the e-mail address you've given me? 13 Our clerk hastold me that the rules for
14 MS. DAVIS: Well, technically, Deborah Hamrick |14 hearing that are essentially part of the ordinance,
15 istill lead rep, but sheis going on amission. 15 Mobile Home Rent Control rules for hearing, on page 17,
16 MR. BALLANTINE: | don't want to be subjected |16 thelast paragraph says: "The decision shall be signed
17 to having abunch of people| have to worry about 17 by the arbitrator and filed as a public record with the
18 communicating with. 18 clerk no later than 30 days following the hearing. The
19 MS. DAVIS: Yes. 19 clerk shall serve acopy of the decision on each party
20 ARBITRATOR: Yes, I'll just simply say it will 20 or through such parties attorney or representative.”
21 beMs. Davis's responsihility to get to Ms. Hamrick 21 So my 90 days, which iswhat the Code of Civil
22 whatever Ms. Hamrick needsto see. Ms. Hamrick wasnot |22  Procedure requiresin civil cases-- | waswrong. It
23 herethefirst time, she was here only for this morning. 23 hasto be 30 days, unlessthe parties are willing to
24 | would -- 24 dipulatethat | can have alittle more time than 30
25 MS. DAVIS: And she goes out of the country. 25 days.
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1 MR. BALLANTINE: Sure, that would be fine. 1 togiveyou acourtesy copy because that's just the way
2 ARBITRATOR: Canyougiveme45daystogetit | 2 | dothings, andit'sthe 45th day, and | haven't
3 done? 3 counted it, whatever it is after the 14th. And you
4 MS. DAVIS: Yes, your Honor. 4 don't start on the 14th, you start on the 15th as one
5 ARBITRATOR: Okay, we've got astipulationfor | 5 and then 45 days after that, close of business. And if
6 45days. 6 the 45th day falls on Sunday or Saturday, it will fall
7 MR. GRADY: Thank you. So that will be 45 7 onthefollowing Monday.
8 daysfrom the 14th of April. 8 MS. DAVIS: Your Honor, so that | understand a
9 MR. BALLANTINE: Right your Honor. 9 little better, when is the record actually closed?
10 The parties are agreeing that the hearing will 10 ARBITRATOR: Therecord?
11  bedeemed closed on April 14, which will follow the 11 MS. DAVIS: Therecord, the record closure.
12 briefing on the matter, and also stipulate that your 12 When does that happen?
13 Honor may have 45 days. 13 ARBITRATOR: Therecord is closed as of today.
14 ARBITRATOR: Up to and including whatever the |14 Y our written argument becomes part of the record.
15 45thdayis. 15 MS. DAVIS: | was under the impression that
16 MR. GRADY: April 14 for the close of the 16 anything submitted to you after the record is closed is
17 hearing? 17 not admissible as part of the record. My mistake.
18 MR. BALLANTINE: Correct, April 14th for the |18 ARBITRATOR: No, | think what you haveisa
19 close under therules, and then the arbitrator may have 19 nomenclature, or terminology, issue that you're not
20 an additional 45 days following that in which to render 20 understanding.
21 thedecision. 21 When | say good night to all of you lovely
22 ARBITRATOR: Agreed by the petitioner? 22 people this afternoon, no other evidence can be
23 MS. DAVIS: Yes. With one question. 23 received. Therecord isclosed in terms of receiving
24 ARBITRATOR: Yes? 24 any other evidence, other than there will be a
25 MS. DAVIS: If the post-hearing takes less 25 post-hearing petition for attorneys feesthat will be
Page 234 Page 236
1 timethan we have scheduled, will thewhole schedulebe | 1 part of hisbrief that you will respond to in your reply
2 moved up? 2 brief.
3 ARBITRATOR: The post hearing? I'mnot surel | 3 But beyond that, something that an expert has
4 understand. 4 done, another schedule of "Thisis how it should be
5 MS. DAVIS: The homeowners first brief and 5 calculated, please consider this as a part of my brief,
6 the management's response to homeowners and secondand | 6 Yyour Honor," the answer isno. No documentary evidence
7 management'sfinal. 7 of any kind can be received after five minutes from now.
8 ARBITRATOR: Management doesn't get two shots | 8 Y our briefs are not evidence, they are simply
9 atit, only you do. 9 argument. But rather than have you try to argue the
10 MS. DAVIS: Oh. 10 case, frankly, I think it would be -- if | wereto say
11 ARBITRATOR: Management only getsoneshotat |11 we're going to set adate for oral argument, I'm going
12 it 12 togive each side an hour and a half and we're done, |
13 MS. DAVIS: My mistake. I'm sorry. 13 think that would be to your disadvantage because | don't
14 But if both parties are really fast and are 14 think in alegal context you will focus nearly as well
15 ahead of schedule, does the whole schedule move up? 15 ashewill, because that's what he does for aliving.
16 ARBITRATOR: No. But what will happenisthe |16 We had some back and forth about things that
17 matter is not going to be deemed closed until the 14th. 17 weren't making sense, were making sense to you but not
18 If you guysarerealy good, | may have even 50 days. 18 making sense to me or to him that we had to clarify so
19 MS. DAVIS: Oh, gotcha 19 that | could make sure that I'm considering everything
20 ARBITRATOR: By the agreement that | 20 that needsto be considered.
21 understand we reached, my due date by which | haveto |21 So | think it's, A, because of how convoluted
22 have everything to the clerk, and I'm going to courtesy 22 thiscaseisand so many exhibits, | think it is better
23 copy everybody -- it just says | haveto submit it to 23 to have argument done in writing so you have a chance to
24 theclerk and shelll get it out and she will follow the 24 look at Here'swhat | want to emphasize. Don't talk to
25 rules and probably send you a second copy, but I'mgoing |25 me about every exhibit, but what matters, what do | need
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1 toknow to get to where you want me to get? And he's 1 todoit. Youcan't do that, you don't have that kind
2 going to do the same thing. 2 of legal writing training, and I'm not expecting that,
3 Ther€e's going to be a post-hearing motion for 3 but be focused, please, because you're going to help me
4 atorney'sfees and costs, assuming he's the prevailing 4 help you to do that.
5 party, andif he's not, then he's done a bunch of work 5 MS. DAVIS: | have one question that Debra
6 for nothing, at least on that motion or that addendum. 6 asked meto ask. When will the transcript be available?
7 | don't know where I'm going to come out on 7 Becauseit has been three months since the first one.
8 thisthing and you guys are going to help me get there. 8 ARBITRATOR: Can you get it this afternoon?
9 That'swhat closing argument is about. Lead me. Give 9 COURT REPORTER: Ten business days.
10 mewhat you need to do in afocused way, not in a 10 ARBITRATOR: Ten business days.
11 hostile way, don't do a Donald Trump type of thing, and |11 CLERK: You haveto ask for acopy of it.
12 | don't know what your politics are but you're not going |12  It's not provided automatically. And you have to pay
13 to be demeaning the other sidein your argument. That's |13 forit.
14 not going to help you. Y ou are going to talk about the 14 MS. DAVIS: Yes, but when will it be
15 evidence and what the applicable law isunder the Santa |15 available?
16 Barbaraordinance and how that should be interpreted and |16 The clerk: The second one?
17 why | should do this, this, this and this, or If you 17 COURT REPORTER: This one today?
18 don't do this, Judge, you could also do, under the same 18 MS. DAVIS: Both days.
19 argument, this, thisand this. You're going to tell me 19 COURT REPORTER: The November oneis available
20 what it isyou want me to do and why and help me 20 now. I'll giveyou my e-mail address.
21 understand the legal rationale under the ordinance and 21 ARBITRATOR: And there's no reason why the two
22 theevidence we have received, why | should do that, 22 of you, each side cannot communicate with each other
23 because that's what he's going to do, why | should find 23 after the hearing, if you wish to. What you can'tdois
24  their way and allow the rent increase of whatever it 24 communicate with me without copying the other side, and
25 was. 25 viceversa. Thatiswhat wecall, legal BSjargon "ex
Page 238 Page 240
1 MR.BALLANTINE: $108 and change. 1 parte communication." That's not proper and | don't do
2 ARBITRATOR: 108 and change, al right. 2 it. But there's no reason why the two of you can't talk
3 But that's the point of the exercise. | want 3 about something, and if you guys reach some kind of
4 the petitioner to have their absolute best shot and | 4 agreement, "We've stipulated to thisfact," then that's
5 don't think you'll be nearly as good in oral argument as 5 onething | don't have to decide. | would encourage you
6 hewill. 6 tothink about that, if there's something you think you
7 MR. BALLANTINE: Inthat case can wejust do 7 cantalk about and get along with, make it as easy for
8 thisby oral argument? 8 measpossible.
9 MS. DAVIS: | wouldn't take as long. 9 Okay. We're adjourned.
10 ARBITRATOR: Well, the message for meisthat |10 MR. BALLANTINE: Your Honor, onething. |
11 it'sgoing to help me, with all of these exhibits and 11 have an exhibit list, updated exhibit list to track the
12 having heard evidence a month and a half ago or two 12 exhibitsthat | gave you today.
13 months ago, whenever the first hearing was, and herewe |13 ARBITRATOR: That would be helpful. It's not
14 are, and you're going to help tie that together for me 14 evidence, so, yeah, I'll take it.
15 inyour written argument. 15 MR. BALLANTINE: It occurred to meit would be
16 I'm not going to give you a page limit, but, 16 helpful.
17 you know, if | get something that has 60 pagesin it, 17 ARBITRATOR: My exhibit list that | have now
18 you'regoingto get aninitia reaction of oh, my gosh, 18 stopsat 43.
19 I'vegot toread all of this? 19 MR. BALLANTINE: Let me do that and then I'll
20 Focused, tight. | did aruling on amotion 20 e-mail oneto her later today.
21 for judgment on a statute of limitations casein a 21 ARBITRATOR: You're going to get an index of
22 medical malpractice, dash, fraud, slash, conceal ment 22 Al hisexhibits.
23 case. Itranfive pagesand it had all kinds of 23 MR. BALLANTINE: An updated one.
24 authoritiescited in it and it had an analysis of why | 24 ARBITRATOR: With the new exhibits on it.
25 wasruling theway | wasruling. It took me five pages 25 MR. GRADY: One more hit of housekeeping, |
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want to make sure that Lindse Davisis established as a
homeowners representative.

MR. BALLANTINE: Were we going to get her
e-mail address on the record? I'm not sure it happened.

ARBITRATOR: Shegaveittome.

MS. DAVIS: Lindse@AOL.com.

ARBITRATOR: Yes, | have Lindse@AOL.com. I'm
going to staple that to here becauseif | put it in my
pocket, it will get laundered.

MR.BALLANTINE: Your Honor, | think I've been
asked to send the clerk the exhibits electronically that
we submitted today. Would it be helpful if | sent them

13 toyour Honor's office, also?

14 ARBITRATOR: | have them in written form.

15 I'll just deal with them like that. Don't need them.

16 MR. BALLANTINE: Okay.

17 ARBITRATOR: If | didn't already have them,

18 I'dsay sure.

19 MR. BALLANTINE: No problem.

20 ARBITRATOR: We're adjourned.

21 (The proceeding concluded at 4:17 p.m.)

22 --000--

23

24

25
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Santa Barbara, California
Friday, February 10, 2017
9:00 a. m

- -00000- -

ARBI TRATOR:  On the record.

W' re back on the record in the case of In Re:
Nomad Village Mobile Home Park. It is a proceeding
under the Santa Barbara County Mbile Hone Rent Control
Or di nance.

Let's do formal appearances for the record.

Ms. Davis, state your nanme for the record,
pl ease.

ARBI TRATOR:  And your address, please.

M5. DAVIS. 4326 Calle Real, Space 133, Santa
Barbara, California 93110.

ARBI TRATOR:  Thank you very much. N ce to
have you here.

And Ms. Hanri ck.

MB. HAMRICK: |'m Ms. Hanri ck.

ARBI TRATOR:  Ms. Hanrick, state your full nane
for the record, and give us your address.

M5. HAMRI CK:  Deborah Hanrick, 1174 Acadia
Place, Ventura, California, 93003.

ARBI TRATOR:  You are an attorney or not?

TRI-COUNTY COURT REPORTERS 805.963.3900
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M5. HAMRICK:  No, |'ma homeowners
representative.

ARBI TRATOR: A hormeowners representative.
Thank you very nuch.

For the respondent, please.

MR BALLANTINE: Yes, good norning, your
Honor. |'mJanes Ballantine representing the respondent
park managenent of Nomad Village Mbile Hone Park, which
consi sts of \Waterhouse Managenent Corporation, the
managenent conpany operating the park, and Lazy Landi ng,
LLC, the park owner

ARBI TRATOR:  kay, thank you very nuch. N ce
to have you here.

Procedural |y, what do we have before we get
back to the cross-exam nation of Dr. St. John?

MR BALLANTINE:  Your Honor, |'d also like to
reintroduce, your Honor, M. Ken \Waterhouse, the
presi dent of the park managenent conpany and park owner.

ARBI TRATOR: N ce to see you again, Sir.

MR BALLANTINE: In fact, we're not planning
to be calling him

And Dr. St. John, who was here before, is here
as well.

ARBI TRATOR: | wasn't sure if you were going

to be Skyping in today or seeing you in person. N ce to

TRI-COUNTY COURT REPORTERS 805.963.3900
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have you back.

MR BALLANTINE: No, no, our preference was
al ways to have himlive and in person.

So your Honor, procedurally, | think your
Honor was correct, where we left off was M. Allen was
cross-examning Dr. St. John. Some questions canme up
about his anal ysis.

Your Honor, in particular, asked that
Dr. St. John take a | ook at his analysis, in particular
with respect to the application to the ordinance, the
Santa Barbara County Rent Control Ordinance that we are
openi ng under.

He' s done sone further analysis. He's got a
coupl e of exhibits. | forwarded those exhibits, I
think, to everyone, although we've got hard copies here.

| believe procedurally, because of that break
and that question, the appropriate thing to do would be
to reopen direct examnation so Dr. St. John can talk
about those exhibits and then be cross-exam ned on the
exhibits and then anything el se that the honeowners want
to cross on.

ARBI TRATOR: Pl ease give the exhibits to our
clerk so that | can have them

MR. BALLANTI NE:  Sure.

And | sent themto the honeowners, but woul d

TRI-COUNTY COURT REPORTERS 805.963.3900






© 00O ~N o o1 B~ O w NP

ST R R S e e S N e e e o e
g B W N P O © O ~N O O A W N -k O

you |ike a hard copy.

M5. HAMRICK:  No, we're fine.

ARBI TRATOR:  You can continue the
cross-exam nation and then have redirect based on what
was re-reviewed, but | think for time efficiency, it
woul d be better to let himreopen, finish the direct and
then conplete crossing thereafter.

Any problemw th that, M. Hanrick?

M5. HAMRICK:  No, no problem The honmeowners
are requesting now to speak with M. Waterhouse again.

ARBI TRATOR.  Privately?

M5. HAMRICK:  No, on the record. There were
more questions after Tony Allen's cross-exam nation of
M. Waterhouse, and Ms. Davis has some questions that
she was hoping to ask as well.

MR BALLANTINE: M. Hanrick had nentioned
that to ne Tuesday. W saw each other. And her
representation was she had a couple of -- the honeowners
had a couple of questions for M. Wterhouse.

What | said at that time was | thought that
M. Wat er house was conpleted with his exam nation and
cross-exam nation and had essentially been rel eased as a
Wi tness, so my position was that we're done. | did
of fer accommdation if they would I et me know what

questions they had, maybe that was a battle we didn't

TRI-COUNTY COURT REPORTERS 805.963.3900
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need to have. | got an e-nail from M. Hanrick
yesterday saying they wanted extensive, several hours of
questioning of M. Waterhouse which, although | haven't
been told what the topic is, | don't think that's
appropriate. So that's our position.

In any event, we're ready to proceed with
Dr. St. John at this point intine. | think that wll
cover all issues that are relevant to this proceedi ng,
maybe we can take up the issue of M. Waterhouse at that
point in tinmne,

ARBI TRATOR:  Ms. Hanrick?

M5. HAMRICK: It's inperative that everything
Is on the record as soon as possi bl e because anyt hi ng
that's not on the record cannot be used as evidence
moving forward, so it's inperative that we get to
cross-examne M. Waterhouse, if possible, today.

ARBI TRATOR:  Procedural Iy, the exam nation of
M. Waterhouse was conplete at the |ast hearing. We'll
deal with that. W're going to begin today with
Dr. St. John and conpl ete his exam nation and then I'1]
hear argunment as to why that should be reopened.

M5. HAMRI CK:  Thank you.

ARBI TRATOR: That's the way | prefer to go.

So with that, | have Exhibit 45 in front of me
and Exhibit 47, is that correct? 46 and 47 -- 45, 46,

TRI-COUNTY COURT REPORTERS 805.963.3900
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47 and 48, and | Dbelieve the honeowners have received
t hose docunents, is that correct?

(Park Omer's Exhibits 45 - 49

mar ked for identification.)

W TNESS: VYes.

MR BALLANTINE: Yes, we sent those Monday, |
think, several days ago, at least. Also, your Honor
there's a 49. They are all very short exhibits. [It's
45 through 49, inclusive. Forty-nine should be the |ast
page in the clip there. It's a single --

ARBI TRATOR: | have it.

MR BALLANTINE: And I'Il be exam ning
Dr. St. John on these. He prepared all of these
docunents, and they are along the lines of what he
prepared before with a little bit of refinenent that
we'll tell your Honor about.

ARBI TRATOR:  Wth regard to having
Dr. St. John -- the whole point of continuing, other
than running out of time, was that Dr. St. John was
going to do sone further calcul ations based on sone
questions that M. Allen had asked him | think
cross-exam nation further wthout getting that evidence
on record and in front of me as the arbitrator, should
be done and then cross-exam nation can be contiguous.

Do you have any problemwth that, M'an?

10
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M5. HAMRICK:  No, that's fine.

ARBI TRATOR:  Thank you.

You can reopen and take Dr. St. John through
what ever is new and different fromwhen we were | ast
here on the 18th of Novenber.

MR BALLANTI NE: Perfect, thank you very nuch.

ARBI TRATOR:  Dr. St. John, | remnd you you
remai n under oath.

W TNESS:  Yes.

ARBI TRATOR:  You nay enquire.

M CHAEL ST. JOHN,
havi ng been previously sworn, was

exam ned and testified as foll ows:

DI RECT EXAM NATI ON (r esuned)
BY MR BALLANTI NE:

Q Dr. St. John, we're picking up fromlast tinmne.

Since last tine have you done sonme further analysis?

A Yes, | did.

Q Could you give us a little bit of an overview
of what the analysis that you did was and then we'll go
into the specifics.

A Right. Follow ng the hearing in Novenber, |

went back and read the ordinance really carefully. As

11
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we said last time, it's alittle different from other
ordi nances. | have never seen a fair return nmethod
quite like this. [It's analogous to what we call the
MNO nethod, but it's not quite the sane. So | did
return to the ordinance, read it really carefully and I
think I've got it down now, and | can explainin a
moment why | think that.

ARBI TRATOR.  Ckay.
BY MR BALLANTI NE

Q And to do a little bit of overview, you
initially prepared fair return calculations wth respect
to the notice of rent increase that's at issue in this
case, correct?

A Yes.

And that notice of rent increase was dated
March 31, 2015; does that sound about right?

A Sounds about right.

Q Wthout going into the details, but just to go
through a couple of time periods to get us all kind of
oriented, I'Il represent that notice of rent increase
went out on that day and was effective July 1, 2016.

A That's what | recall.

Q (kay, good.

So was it the case, then, that when you

prepared the fair return analysis, you did it in,

12
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essentially, around March of 2015 -- excuse ne, around
March of 20167

A February-March 2016.

Q And in order to do the fair return analysis,
one of the methodol ogi es you enpl oyed was conparing two
years, two financial and cal endar years of the park's

operations, correct?

A Yes.
Q And you used 2010 and 20157
A Yes.

Q And 2015 you sel ected because it was
appropriate because it was the nost recent conplete
year?

A At that tine, it was the nost recent conplete
year. | nean selecting a base year and conparison year
Is entirely standard. [It's exactly the way we did it in
the previous case that ended with 2010, and in this case
we begin with 2010 and end with 2015.

Q And one of the principles for doing this
thing, the conparison, is generally you | ook for your
conparison, as your base year, you |look for, generally,

t he most recent year, correct?
A Yes.
Q Now, since that tine, you' ve been able to | ook

at -- well, since that tine, 2016 has essentially come

13
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to an end and cl ose, correct?

A Yes.

Q And since |ast March, when you did this
analysis, did you also |ook at some 2016 information as
wel | ?

A Vell, it did. | seemed to me it mght be
I nteresting and useful since we -- since the hearing was
going to be today and the books of record were closed at
the end of 2016 for 2016, we were able to do the
anal ysi s using 2016 as a conparison year.

Q (kay. In all cases, what we're essentially
doing is looking at the fair return analysis to see if
It supports the notice of rent increase and the
cal cul ations supporting the notice of rent increase
which are Exhibit 2, is that correct?

A Yes.

Q (kay. So essentially you | ooked at 2015 and
2016 in the anal yses that you have done that you're
going to tell us about today?

A That's right.

Q (kay. Let's look at, then, Exhibit 45. |
believe Exhibit 45, that's the analysis related to 2015?

A Yes.

Q (kay. And it's got sonme -- the first three

pages have sone, essentially, income -- well, the first

14
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page has sone incone analysis, and then the next two --
the rest of page 1 and 2 and 3 have sone expense
anal ysis, correct?

A Yeah, that's correct.

Q And so tell us about that a little bit. O
let net -- maybe the fastest questionis, is this
anal ysis identical or at least extrenely simlar to the
anal ysis that you had done that you presented at the
| ast hearing related to 2010 conparing with 2015?

A Yeah, it is simlar toit.

Q (kay. So since we've been through that but
It's been a few nonths, give us a very abbreviated
summary of what those pages 1 through 3 relative to the
I ncone and expense anal ysis and conpari son of 2010 and
2015 entail and then we'll get to the specifics after
t hat .

A Sure. So colums F and G are the books of
record, which are in the record. This is sinply the
| ncone- and- expense statenent prepared by \Waterhouse
Management for Nomad Village for 2015 and 2010.

Q And is the book of record, the docunent and
the data that you used as a profit-and-|oss statenent?

A Wl |, profit-and-loss statenment, yes, backed
up by the general |edger which has all the details.

Q Correct, okay.

15
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A So colums F and G should be identical to
colums F and Gin the original subm ssion.

The only difference -- well, et me then
mention colums | and J are what is called the MNO
anal ysis, or sonetinmes it's called the fair return
analysis, and this takes alnost all the nunbers and
sinply accepts themas they are in the book of record,
but there are sone adjustments, all footnoted.

Q kay. And | think one of the issues --

ARBI TRATOR:  For the benefit of the record,
give us a definition of the acronym M\O .

WTNESS: Onh, thank you, yes. Maintenance net
of operating income. MO for short. It is one of the
most common net hods of adjudicating rent increases used
in California. | believe it probably is the nost
standard nethod in California, and Santa Barbara County
has what | would call a variant. Santa Barbara County
uses what | would call an expense pass-through nethod,
meani ng that the ordi nance says that park owners shoul d
be able to pass through to park residents all expense
| ncreases.

BY MR BALLANTI NE
Q And did you essentially do that in your
anal ysi s?

A Yeah, that's what the analysis does. | nean

16
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this translation that we do between colums F and G and
| and J is to adjust the books of record for things that
shouldn't be included in a fair return anal ysis.

| mean to take a very sinple case, at lines 20
and 21 there's some tiny amounts of bookkeeping issues.
We don't include those, typically.

And then nore substantial are, for exanple,
lines 11 and 12, and lines 37, 38, which are the
utilities regulated by the PUC, the Public Uilities
Comm ssion, and it's standard in this type of analysis
to sinply ignore both the incone and the expense for PUC
registered utilities.

Q Just so we're really clear as to what those
utilities are because | think they can have a broader
definition than the regul ated ones, we're only talking
about gas and electric, correct?

A Correct. So the water and sewer in this case
of this park, the incone and expense for water and
sewer, although they are subnetered and charged to the
residents, those are still in the analysis, but the PUC
Items, gas and electric, are not included in the fair
return anal ysis.

Q Al right. And | think one of the things that
you al so corrected fromthe exhibit the last time is

there was a m smatch on some of the footnotes that just

17
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got out of sequence, | think, essentially. Dd you
correct those?

A | believe the footnotes are now correct.

Q (kay. Those pesky footnotes.

And then when we were here before you
presented essentially a docunent regarding or conparing
2010 and 2015, and then doing an MNO analysis wth
t hose nunbers, correct?

A That's right.

Q (kay. And so is the MNO, or the nunbers
simlar to or the same as your prior analysis?

A They are al nost the sane, although | did make
a few adjustnments that nmay differ in small anount, but
in the main, they are all the sane.

Q All right. And | think once we get to the
application for the ordinance we'll, maybe, see where
that is.

Since we're on page 1, let me ask -- and | nmay
have asked you before but it's useful for us to have
this in mnd because this will carry through to the
ot her anal yses, tell us about the -- in the incone, you
made a fairly significant adjustnment as an offset for
2011 anortizations, and explain what that is and what
you did and why you did it.

A Right. So in 2015 the park was | osing
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substantial anmounts of income, $113,516.28 to be
preci se, which was reinmbursing the park for
amortizations fromthe prior case. | mean for capita
| mprovenents and perhaps some other things fromthe
prior case, which were being paid for gradually, and
these are tenporary space rent increases -- in other
words, they will only endure for the time allotted
for -- I"'mtrying to remenber the tine periods, but in
any case, we have it on a different chart, but in any
case these amounts will expire, and the reason they have
to be -- the reason for this offset is that if those
amounts are included in income, it wll ook in the fair
return analysis |ike permanent income, which it isn't,
and if it gets counted as pernanent income, then we
won't get the right answer. Basically, we would deprive
the park of those amounts which were authorized fromthe
prior case. So we sinply take themout here so that the
resul ting nunber, which in this case happens to be -- |
need ny gl asses --

Q | take it we can read the resulting nunber,
It's just the rental income mnus the anortization, so
that's the $616, 000 and change?

A Yes, | needed ny glasses to read it, but yes,
that's true, $616,512. So that nunber, in other words,

I's the permanent inconme that the park is receiving from
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resi dents.

Q And then that goes to the issue that we'll
be -- one of the issues we'll be tal ki ng about today,
which is the difference between tenporary and permanent
rent increases, correct?

A Yes.

Q And would it be fair to say the anortizati ons,
they all relate to tenporary space rent increases?

A That's right.

Q And so in other words, that incone will end at
some point in tine, actually probably fairly soon now?

A Probably fairly soon now, fromthe prior case.

Q Fromthe prior case. From 2011?

A That's right.

Q (kay. Wuld it also be fair to say that a
tenporary -- the purpose of a tenporary rent increase is
to conpensate a park owner for a defined and generally
nonrecurring expense such as a capital inprovenent?

A That's right. That's exactly right.

Q So for exanple, the park builds a new
cl ubhouse, they're not doing that every year so that
woul d be something they are entitled to get reimbursed
for as a tenporary rent increase to pay for that
speci fic expense?

A That's right. And if we |eft those expenses

20
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i n your exanple for building a clubhouse, if we left the
expenses in the analysis, that would really distort the
anal ysis, so we don't.

Q In other words, distort it by suggesting that
that unusual expense is part of an ongoi ng operating
I ncone and expense picture and which woul d not be
appropriate?

A That's right.

Q (kay. So fair to say that one of the things
you're looking at in your MNO analysis is a conparison
of ongoi ng operating expenses for the park?

A Yes.

Q So if we have something that's not -- that
doesn't fall in that category, either on the incone or
t he expense side as an ongoi ng operating incone or
expense, that that would be sonething you would want to
remove fromyour MNO anal ysis?

A That's right.

Q Al right. And by the sane token, if we are
tal ki ng about a rent increase for homeowners for an
extraordi nary or unusual expense, that is handled -- the
met hodol ogy is to handle that through a tenporary space
rent increase?

A That's right.

Q All right. And we're going to tal k about
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those tenporary increases here, but | want to talk a
little bit about that methodol ogy. So anyway, you told
us why you renmoved in this case the $113, 000.

And let's go on. |s there anything else you
want to bring to our attention about the MNO analysis
on the first three pages of this Exhibit 45?

A No, not really. But maybe | should say that,
| ooking at line 87 --

Q That woul d be on page 27?

A On page 2, uh-huh.

-- you can see that the |egal expense in
2015 -- I'msorry, in 2010 was $51,045, but in the fair
return analysis that has been reduced to $72. Just to
comrent, the reason for that is exactly what we said a
monent ago, that the extraordinary expense of $51,000 in
t he base year shouldn't be included because it was not a
recurring expense. W don't spend $51,000 in legal fees
I n nost years.

Q Al t hough now and then we do?

A Now and then we do.

Q Probably nore than that, actually. But that
woul d be for unusual situations?

A It woul d be unusual and not recurring, and
therefore shouldn't be included in the fair return

anal ysi s.
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Q If you include these unusual expenses -- for
exanpl e, legal fees for a very expensive court case or
arbitration proceeding -- what would be the effect in
the ultinate rent anal ysis?

A Well, the inmpact in the current year woul d be
to augnment the apparently justified space rent increase
by a |ot.

Q So it would show a very high space rent
I ncrease entitlenent?

A Very high space rent entitlenent.

Q So fromthe perspective of a homeowner who
presunmably wants as low a rent increase as they can get,
It's to their advantage to have sonething |ike that
treated as a tenporary increase rather than a permnent
| ncrease?

A Right. And | mght just nention a footnote
here, these |unpy expenditures for capital inprovenents
or legal fees or anything of that nature, if they were
to be included, the park owners could then choose the
year of application strategically, and that does not
make good sense and would not result in fair results.
So the practice is to sinply take themout of any year,
as far as the fair return analysis, and treat them
separately.

Q (kay. And when you say treat them separately,
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how so?

A Wl |, the other principle, the acconpanying
principle is, although taken out of the fair return
anal ysis, they should not be ignored, and it doesn't
really matter what year the capital -- let's take your
exanpl e of building a clubhouse. Let's say the costs
occurred over tw years. It would nmake nobst sense to
sinply sumall the cost, anortize all of it and pass it
on to -- ask residents to pay the anortized anount.

Q As a tenporary rent increase?

A As a tenporary rent increase over the
appropriate time period.

Q So if you take it out of the MNO analysis
and then you don't include -- if you take out what you
call a lunmpy expense, an unusually high expense, and you
have indicated the protocol is to take it out of the
MNO anal ysis, correct?

A Ri ght.

Q All right. And then if you take it out of
that anal ysis, then just based on that analysis, the
park owner isn't getting any return on that expenditure,
correct?

A If you take it out and don't treat it
separately, then the park owner woul dn't get any

return --
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Q Or any recovery?

A O any recovery, exactly, either return or
recovery of that expense, and that coul d be
contradictory to the principles that we follow here.

Q Wiich are -- what are those principles?

A The principals are that park owners -- let me
put it the other way. The principles are that the
residents pay for all expense increases and for all what
we're calling lunpy increases on an anortized basis.

Q So that's why you take it out of the MNO
anal ysis for the purposes of a permanent rent increase,
t hese | unpy expenses, but then you anortize them
separately as a tenporary rent increase?

A That's right.

Q So, for exanple, you pointed out here, you
t ook out any comparison of |egal fees, general |egal
fees on line 87 here, so you took themout of both --
wel |l in this case, both years, and you have your
footnote 5 reference to that that's handl ed separately,
correct?

A Ri ght. Wen you say both years, actually
there were no legal fees paid in 2015. There were |egal
fees incurred in 2015, but they weren't paid in 2015 and
therefore | didn't have to do an adjustnent for 2015

because the books of record didn't include any paynments
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for legal fees at that tine.

Q All right. W'Il see that in sone other
years, correct?

A Ch, vyes.

Q And then would that be a simlar thing if we
go down to line 93, "Qutside Services Consulting"?

A Yes. | believe this -- in 2010 this probably
was paid to nyself, to St. John & Associ at es.

Q And that woul d have been related to anal yses
regarding the 2011 rent increase?

A Exact|y.

Q And so the approach for that was to
essentially seek reinbursenent for those costs as a
tenporary rent increase, correct?

A That's right.

Q And in fact, was that awarded in the 2011 rent

I ncrease?
A | believe it was.
Q [t was.

A Yeah, | don't renmenber the details at this
moment and | don't have the paperwork in front of ne,
but | think it was.

Q Yeah, okay.

Al right, solet's go on to page 3. So

essentially, then, you have a total operating expenses
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fromthe books of record and then as adjusted pursuant
to your MNO analysis, and we can see that here on line
105, correct?

A 105, yes, the total operating -- operating
expenses.

Q kay.

A And then the income and expenses are
summari zed in lines 108 through 111.

Q So tell us about lines 108 through 111
Actual Iy, 107 through 111.

A (kay. Line 107 is sinply the CPl nunbers as
generated by the Bureau of Labor Statistics.

Q And what does CPI-W nean?

A It neans CPl wage earners -- | don't recall
It's CPl-Wor CPlI-U, just two different neasures that
the Bureau of Labor Statistics keeps, and it happens to
be true that CPI-Wis specified in the Santa Barbara
County ordi nance.

Q (kay. And that's what | was getting at.
Good. And so that's why you | ooked at that.

Wiy is it there? Wat is the inportance of

that CPl nunber here in this analysis?

A You know, it doesn't have a purpose in this
| ocation. It has a purpose on the next page.

Q (kay. But it is related to this analysis,
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correct?

A Right. | was just summarizing all the data
here, that's right.

Q kay. So this is our summary of data that
then becones inportant in the analysis in 107 to 111
correct?

A That's correct.

Q So we've got the CPI-Wwhich you'll tell us
about, howit fits in in a nonent, and then the space
rent income, that's from above, correct?

A Yes.

Q And that was where you took out incone that
the park had that was not related to space rent,
correct?

A In 2015, | did that; 2010, | didn't have to.

Q (kay. And that included the anmortization?
Well, you did it in 2010, didn't you, because you woul d
have had other incone, other than space rent?

A Ch, yes. Wat | nmeant when | said we did it
in 2010, | neant we didn't have to do an offset for
anmortization because there weren't any in that tine.

Q Correct.

A They had not been awarded yet.

Q Right. So 2011 has the offset for the

anortizations -- excuse ne, 2015 has the offset for
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anortizations?

A Ri ght.

Q 2010, you didn't have to do that, but with
2010 and 2015 you've elimnated any income such as
utility incone or other incone that is not rent incone,
correct?

A That's right.

Q And that does become relevant for a point
rai sed by the homeowners last time?

A Exact|y.

Q So that's what | wanted to kind of make clear
here.

A That's probably why | went back and nade the
two categories, the space rent inconme per se or the
total incone, which includes other things.

Q (kay. So just so we're clear, so space rent
i ncone here is all of the potential rental incone of the
park mnus the anortization income?

A That's right.

Q (kay. And then we can see the total operating
expenses just relate to your MNO nunbers on l[ine 105
above?

A It should just repeat those |ines above.

Q (kay. And so then if we conpare those, we get

a net operating incone, correct?
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A That's right.

Q And that is taking the space rent incone and
t hen deducting the operating expenses to get the net
| ncome?

A Ri ght.

Q Al right. And then you' ve got a CPl-W sone
CPl -Wcal cul ations below that, is that correct?

A Yes.

Q What are those?

A Well, | was just curious as to how the
I ncreases in space rent incone and total income and
operating expenses conpared to the CPl. So line 113
I ndi cates that between 2010 and 2015 the CPI went up by
8.3 percent.

Q (kay. And then bel ow that we have our --
those are the notes that we've tal ked about, correct,
that we go back through the spreadsheet here and
correl ate those notes?

A Ri ght.

Q All right. Well, let's get to what | think is
really the neat of this revised analysis, which is sone
clarification as to the application of the Santa Barbara
ordinance to the nunbers of this park

A Yes.

Q So that's page 47?
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A That's right.

Q (kay. And it says -- in fact, you have a
headi ng that says "Rent |ncrease Follow ng Method Set
Qut In Ordinance Section 11-5."

Did you review section 11A-5 of the O dinance?

A (h, yes.

Q Careful l'y?

A Many tines.

Q In your professional opinion, as an econom st

who prepares fair return anal yses for nobile hone parks,
does the methodol ogy that you have listed here on page 4
track the specifications of the order?

A Yes, it does. | mght just say, having
figured it out, now understandi ng what the Santa Barbara
ordinance is doing, it actually makes very good sense.

Q Al right, great. Good to know. So let's go
t hrough and you can explain exactly how it works here,

So let's start with, you have an item No. 1,
It says "CPl Base and Conparison Years." So explain
what that tells us.

A Well, line 136 is sinply again a recitation of
what the CPI-Wwas in 2010 and 2015. The next |ine
does --

Q And that's what was on the previous page,

correct?
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A Correct.

Q So this is where it becomes very inportant to
t he anal ysis?

A Right, now it makes a difference.

Q Al right. And those are nunbers -- you
didn't nake those up, you just went to the Departnent of

Labor dat abase and got those nunbers?

A That's true. | think somewhere in the record
the CPl spreadsheet that | downl oaded -- | think we have
It anong the papers. | cannot recall at this nonent

where, but | believe it's here in the records.

Q | think you're right, and | think I can find
it. But | think the point that | wanted to make sure we
were all clear on was the fact that you obtained those
nunbers fromthe Department of Labor database?

A Ch, yes.

Q It wasn't anything you cal cul ated or
generated, you just went and got thenf

A That's right.

Q And again, that is something you're a pro
with, essentially, right? You work with CPl nunbers al
the tine in preparing these anal yses, correct?

A | do this a lot. Every case, generally
speaking, | have to go to the BLS database and find out

for whatever area we were working with, find out what
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the CPl nunbers are.

Q So you obtained the correct numbers for this
application?

A | do believe | did.

Q All right. So tell us what these nunbers,
then, show as they apply to the ordinance?

A Line 137 sinply does a percentage cal cul ati on,
and the CPl nunber itself increased by 8.3 percent
bet ween 2010 and 2015.

Q (kay. And then the next |ine says 75 percent
CPl increase, and you have that at 6.3 percent, and |
take it that's just a mathematical calculation -- in
other words, 6.3 is 75 percent of 8.37?

A That's right.

Q And why did you do that cal cul ation?

A Wel |, the ordinance specifies that what's
called the "CPl increase" or the "annual increase" that
Is allowable in Santa Barbara County should be 75
percent of the CPl. So for each space each year it's
permssible to take a CPl increase.

This aggregates all of these years, so the
I ncreases that were in fact taken in 2011, 2012, 2013,
2014, and then in 2016 -- 2015 was skipped for reasons
" mnot sure, but in any case, for all of those years,

there was a CPl increase, and those increases were
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smal | i sh percentages, |ike 2 percent or sonething close
to that, and in sum over the whole period, it comes to
6.3 percent.

ARBI TRATOR:  Just so |'mclear, we're going
from 2010 to 2015, but on line 138, this is a sum
meani ng addition, a sumof the increases that were
| mposed as permtted increases based on 75 percent of
the CPl as permanent increases?

WTNESS. That's right.

MR. BALLANTINE: Correct.

ARBI TRATOR: And that totaled over those
years, 6.3 percent, whatever it was each year.

MR, BALLANTINE: No, total

ARBI TRATOR: Wth the exception of 2011 --
apparently there was not an increase.

MR BALLANTINE: Actually, your Honor, it's an
aggregate total for all of those years.

ARBI TRATOR:  Aggregate total for all of those
years, thank you. That's what | was wondering.

MR, BALLANTINE: | wanted to nmake sure that
that was clear.

WTNESS. It's an aggregate total for all of
those years and an aggregate total for all of the
spaces. So here we're doing a park-w de cal cul ation

using the space rent.
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ARBI TRATOR: | under st and.
W TNESS: You got that? Ckay.
ARBI TRATOR: | under st and.

BY MR BALLANTI NE:

Q So we're tal king about '10 to '15, inclusive,
which is about six years, so it's really about -- 6.3
percent is alittle over a 1 percent increase per year,
on average, right?

A Yes, correct, on average.

Q Essentially not very much. W didn't have a
| ot of CPI.

A Ri ght.

Q kay.

ARBI TRATOR: M grocery bill disagrees.
MR, BALLANTINE: Mne, too. | don't know how
that works, but sonehow it does.

Q So then, the next line, 139, base year renta
I ncone, that's sinply a nunber from page 17?

A Yes.

Q (kay. And that, again, is only rent?

A That's only rent.

Q And that is only rent from2010? Wen you say
base year, then, we're looking at 2010 for the $564, 000,
correct?

A No, no, the 564 -- oh, yes, I'msorry, it is.
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Q Because that is the base year?

A That is the base year, 564 is the base year
rental incone.

Q Al right. Then the next line is
"CPl-Justified Space Rent Increase." Wiat does that
mean and how did you get that nunber?

A Vell, $35,286.16 is 6.3 percent of
$564, 327. 09.

Q So essentially what that nunber is basically
saying, you take your 2010 base year rental income and
you essentially figure out, if you went forward to 2015,
then, that nunber would have to go up 6.3 percent?

A That's right.

Q (kay. And that's what that number is, the
$35, 000 and change is the nunber that you need to add to
the 564 for the 564 to go up 6.3 percent?

A Yes. And let ne just explain at this point
that, you know, Excel won't |et you change the colum
headi ngs up there, or at least | don't know how to do
it, so it still says 2010 and 2015, but on this page,
those dates are kind of irrelevant because the colum J
that has 2015 up there, these are cal cul ated numbers and
they don't really have anything to do with the year
specifically.

Q (kay. So in other words, really, for the
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pur pose of page 4, we should disregard the headings on
lines 3 and 4?

A That's right. If | had known how to take them
out of just page 4 and | eave themin pages 1, 2 and 3, |
woul d have done that, but | don't know how to do that.

Q | understand. | think the new version --

ARBI TRATOR: My grandchi I dren know how to do

W TNESS: Right.

So can | just go on to explain that the nunber
to the right in the colum headed 2015 where it says
$19. 73.

BY MR BALLANTI NE

Q Let's just use the J.

A Thank you.

Q We can disregard the lines 3 and 4.

A Right. |I'mgoing toline it out so |l won't

say it again.
So in colum J, the $19.73 is $35, 286. 16
divided by 12, for 12 nonths, and 150 for 150 spaces.
Q kay.
A And what that means is, and this gets a little
tricky, what this neans is that, on average, residents
were asked to pay an additional $19.73 between 2010 and

2015. Those increases canme in increnments, and the
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i ncrements were not the same for all the residents
because the residents have different base rents, and
when the annual CPl figure is nultiplied by .75 and then
applied to each resident's space rent separately, then

an anmount is generated and it comes out.

| need to do this on a park-w de basis, so I'm

doing it in aggregate for all of the park, but this
$19. 73 woul d therefore be kind of an average. |In other
words, sone park owner mght say, Wait a mnute, no,
did the math, | didn't pay 19, | paid $21.03. And ny
answer to that would be, Yes, because your base rent is
slightly higher and therefore the calculation --
ARBI TRATOR:  And sonebody two spaces down
woul d have paid $13.65 or sone ot her nunber.
W TNESS: Exactly, but on average $19.73.
BY MR BALLANTI NE
Q And | want to clarify sonething. | think his
Honor understood it, Dr. St. John, but | believe you
said "sone park owner nmay say that." You neant
homeowner ?
A Did | say "park owner"?
ARBI TRATOR: | understood it to be
"homeowner . "
BY MR BALLANTI NE

Q | wanted to clarify. It was clear to me that
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you did, but | want to be sure it's clear in the record.
And, Dr. St. John, in order to do the analysis

for us, | take it, then, you in fact take a park-w de
average, as you've done, correct?

A | believe so. It is the way | think it was
I nt ended.

Q And it's really the only way to do it under
t he ordi nance, correct?

A Certainly the only way |I can inagine doing it,
right, exactly.

Q So that gets us, a total number, the $19. 73,
that gives you a total nunber of what the space rent
I ncrease should be at 75 percent of CPl over the
rel evant period, correct?

A Yes.

Q (kay. So essentially using this nmethodol ogy
Is essentially time or year neutral. In other words,
what ever year that we chose to be the target year and
the -- the base year and the target year, you're going
to get the same result. The nunbers may be different,
but the nmethodology is going to result in the sane
result?

A That's right. | mean, right, the --

ARBI TRATOR:  Not necessarily the same number

but the sane result.
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MR BALLANTINE: Right. The nunber being
different because you're doing a different period, but
the result should be the sane.

Q In other words, | guess what |'masking, if we
did this every year and did an analysis doing it every
year, we'd get, obviously, a different number because we
only have one year to factor. If we did it over five or
Six years, it's the same thing, it's just going to be a
bi gger nunber, but essentially the nethodology is the
sane, correct?

A Yeah, yeah, the cal culation would be the sane.

Q | think that's inportant.

So let's go on, then, to how this works. Then
you have "One half CPl-justified increase equals fair
return on investnent."

And then you have simlar comment on No. 2,
that says "One half CPl-justified increase against cost
| ncreases. "

So tell us about that, why you did that and
how that is dictated by the ordinance.

A Well, that's exactly what the ordinance,
Section 1185, says to do. It says that the arbitrator
Is to award the one half as a fair return on investnent,
and the other half, equal half, against cost increases.

Q (kay. And when you say the other half, the
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other half of the CPI-justified increase?

A That's right.

Q So essentially, again, you've told us about
the CPl-justified identified space rent increase, that's
the $19.73, then, | take it, so these two nunbers are
just mathematically 50 percent --

A 50 percent of, right, just cutting those
nunbers in half.

Q kay.

A And once again, those anounts, all of them
everything we've spoken about up to now is enbedded in
the rents, has been enbedded in the rents. Increnents
of these amounts have been enbedded in the rents that
t he homeowners are asked to pay since 2010.

Q (kay. So, then, let's go on to No. 3 and then
we can see how those relate back

What's No. 3?7 It says "Base year operating
costs.”

A Right. This gets to the heart of it, really.
This gets to what | referred to before as an expense
pass-through net hod.

So the base year operating costs canme to
$440, 000 and change; the conparison year operating
cost -- that means 2015 operating cost came to $523, 000

and change, so the difference between the two is
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$83,000.48. So this means that the park owner spent
$83,000.48 nmore in legitimte adjusted expenses in 2015
than in 2010. So this $83,000 figure is an overal
expense increase anount.

Q (kay. And again, those nunbers, the
conparison, your operating costs and the increase, we
just get those fromup above, pursuant to the MNO
anal ysis that you did regarding the expenses, correct?

A That's right.

Q So the $83,000 is essentially just a
mat henmati cal conparison that is taken.

A Right, just -- right, it's just nmath, we just
are subtracting the base year cost fromthe conparison
year cost and recording the nunbers.

Q Al right. And then this does get to the
heart of the matter. \Wat does this excess over No. 2
mean?

A The ordi nance says that the increased
operating costs, $83,000, should be awarded -- let me
put it differently.

The amount by which the increased costs exceed
the one half of the CPl-adjusted increase should be
awarded as -- we can call it extra expense increases.
So in other words, sone of the expense increases are

al ready covered under the ordinance by what we've called
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the CPl increase. But the rest has never been covered.
So the $65,357.40 per year that is uncovered
or unconpensated for and the ordinance says that it
shoul d be, and therefore to nove to line 149, if we
al | ocate that $65,000 on a per-nonth, per-space basis,
it cones out to $36.55, neaning that honeowners can
justifiably be asked to pay an additional $36.55 per
year pernmanently --

Q You nmean per nonth?

A | nmean per nonth, thank you.

-- permanently, in order to conpensate the
park owner for these increased costs.

Q (kay. So that would be a pernmanent rent
i ncrease, correct?

A That woul d be a permanent rent increase.

Q  And a permanent rent increase to cover
essentially regul ar ongoing operating costs of the park?

A That's right.

Q All right. And | take it as an econom st,
would it be fair to say that it doesn't surprise you
that we cone up with a nunber under 3 -- that is, we
come up wth some sort of a justified space rent
| ncrease?

A That's correct. It certainly doesn't surprise

me. For one thing Santa Barbara County uses this 75
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percent figure, it's called "partial indexing," and |'ve
spent the last 35 years arguing that partial indexing
makes no good sense whatsoever and distorts these
conputations. So fromny point of view, this is one
maj or reason why it's understandabl e that the expenses
went up nore than the CPl increase that's allowed.

Q Right. So essentially, laying it out nicely
here on the spreadsheet, itens 1 and 2, those
essentially are collectively -- there are two hal ves of
a whol e, but the whole, essentially, under 1 and 2
together combined is a partial indexing. |It's renta
I ncome that's increased at only 75 percent of CPI
correct?

A That's right. And another footnote, when
did this |ast year -- yes, last year, last spring -- |
didit two ways. | did it 100 percent indexing and 75
percent i ndexi ng.

But when | went back to the ordinance this
tinme and | ooked really carefully, | decided that there
was no point in doing the conputations at 100 percent,
the ordinance is perfectly clear, they want 75 percent,
and therefore | didn't do 100 percent cal cul ation here.
It woul d have been extra, it would have been just nore
paper, it wouldn't have inproved the analysis.

Q Right. Well, let's focus on what you did here
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because it would really be irrelevant, correct?

A It would be irrelevant.

Q Because essentially the partial indexing
problemis addressed by item No. 3?

A Right. | nean maybe | should put it -- thank
you, that's helpful. Maybe |I should put it alittle bit
differently.

The way the ordinance is structured at section
11A-5 asks that we sinply accept for the purposes of
this anal ysis what did happen, and so that's what | did.
VWhat did happen is that the CPl increases as they
occurred year by year by year were done at 75 percent.

Q O CpP?

A O CPl

So to presume anything different would be
awkward and, in the end, not useful.

Q Right. And so essentially under itens 1 and 2
what we've got is we've got a period of tinme, 2010 to
2015, where we're showing a rent increase that the park
owner was entitled to get, and only that anount entitled
to get at 75 percent of CPl -- in other words, |ess than
full CPl -- and that's essentially what itenms 1 and 2
tell us or cone to, correct?

A Yes.

Q But the fact of the matter is, as the park's
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going on over time and it's operating, we woul d expect
that the actual expenses for the park's operations to be
more in line wwth CPl, so in other words, we would
expect the park operating expenses to be higher than
just 75 percent of CPI?

A H gher than 75, and in many parks hi gher than
even 100 percent, actually, because there are costs that
the park owners incur that tend to be greater than the
cost increases that the general public experiences.

Q And this is sonmething you' re speaking of as an
econom st who specifically is an expert at eval uating
rent increases and cost increases in nobile hone parks,
correct?

A Right. | nean |'ve done a | ot of these cases
and | don't recall one where expenses didn't increase at
| east at the CPI. | can say |'ve never, having done
this for 30 years, |'ve never seen a case where the cost
I ncreases were less than CPl, and many cases where they
are consi derably nore.

Q Ri ght.

ARBI TRATOR:  The CPI only considers certain
cat egori es.

WTNESS: That's right.

ARBI TRATOR:  And that doesn't necessarily

apply to every business.
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WTNESS: It doesn't necessarily apply to
every busi ness.

And parks, nobile honme parks are subject to a
| ot of regulation, not just rent regulation, but
regul ation by the county authorities. | nean we nay get
| ater into a case study about that, something about
that, that it is very costly to conply and the
managenent conpany does conply to the best of its
ability, but these conpliance costs tend to go up and up
as our society gets nore conplex.

ARBI TRATOR:  Are we finished with 45?

MR, BALLANTINE: No, we have one other aspect
to ook at, but | think this can be quick, your Honor,
because it really relates to another one.

ARBI TRATOR: Pl ease.

BY MR BALLANTI NE

Q So essentially we take the base year operating
costs and that comes up with a permanent rent increase
pursuant to this analysis of $36.55, correct?

A Correct.

Q And then the new capital expenses, tell us
what that is. | think we can do it pretty quickly.
don't think we need to go through each item

In fact, let me just ask you the question.

Does this just track what we saw on Exhibit 2 that was
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the basis of the tenporary rent increase?

A Right. There's no difference.

Q kay.

A Fromthen until now.

Q All right. So we'll talk about that nore
| ater when we | ook at Exhibit 2 again, but essentially
what this number is show ng, what this chart is show ng
I's, this analysis you're just identifying a pernmanent
rent increase of $36.55?

A That's the main point.

MR BALLANTI NE: Based on that, we may have to
revisit it on the tenporary, but | don't think we will.
We are done with this, your Honor.

ARBI TRATOR:  Ckay. | notice the bottom of
page 4 it shows $36.55 pernmanent, seven-year anortized
$56. 29, and 15-year anortized $23.01.

Wiere does that fit in where we're going?

W TNESS: Well, $56.29 is the sumof $44.15
and $12. 14 above, and the $23.01 is the sumof the two
items on |ines 153 and 154.

ARBI TRATOR:  Thank you.

WTNESS: I'msorry it is not nore
transparent, but that's where it conmes from

MR BALLANTINE: At some point, and this nay

be a good time to do it, or maybe after a break, naybe
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It would be appropriate to take this page out and then
conmpare it with Exhibit 2. Exhibit 2 is the operating
exhibit here today in terns of the rent increase.
That's what was supporting the rent increase and that's
what | think we're trying to justify to your Honor, and
this is kind of the backup for that, so to speak.

ARBI TRATOR: |'ve got that, the correlation
between 45 and 2 in ny notes.

MR BALLANTINE: Ckay, very well, and then
further, basically the two, the $56.29 and the $23.01
are straight out of Exhibit 2 for the tenporary rent
I ncrease. The only difference is the permanent rent
increase i s only about $30 so that the pernmanent rent
I ncrease that is requested and noticed in Exhibit 2 is
several dollars less than this.

ARBI TRATOR: | under st and.

M5. HAMRI CK:  Ckay.

s the respondent offering 45 into evi dence?

MR, BALLANTINE: W are, your Honor.

ARBI TRATOR:  Any objection to 45 being
received, Ms. Hanrick?

M5. HAMRI CK:  No.

(Exhi bit 45 received into evidence.)

ARBI TRATOR:  Very well, it is received.

We're going to do the same | aborious analysis
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of 46, 47 and --

MR BALLANTINE: Well, your Honor, hopefully
we can take out the |aborious part because we've done
all the laborious. | think that these two will go nuch
qui cker because it's essentially the same, just
di fferent nunbers.

And, your Honor, this may be a good place to
break to give our court reporter a break.

ARBI TRATOR: How are you doi ng?

COURT REPORTER:  (Oh, break or not, up to you.
No probl em

ARBI TRATOR:  Anot her 15, 20 m nutes?

COURT REPORTER  Sure.

ARBI TRATOR:  |'Ill note that M. MCure and I,
we found out at the [ast session, both share an al nost
|i fel ong hobby of amateur radio, where he is |icensed as
K&GTCQ and I'mlicensed as K6EVQ \W've never talked
to each other on the hamradi o, never net before this
thing, but what a small world.

MR BALLANTI NE: Thank you, your Honor. Thank
you for the segue, then, | guess, to Exhibits 46 and 47.

Q Dr. St. John, let's go through that. | think
we can go through it quickly. Let me just summari ze.

Wuld it be fair to say that Exhibit 46 is

essentially the very same analysis that we just |ooked
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at for Exhibit 45 with the only difference was that you
used the year of 2016 as the conparison year instead of
20157

A Yes.

Q And otherwi se, the analysis is exactly the
sane?

A It really is.

Q And you use the sanme base year of 2015,
correct, in both cases?

A Yeah, sane base year, different conparison
year.

Q kay. Very well. And so | think we can go
through this very quickly.

Just note on page 1 here with the incone
you've got three line itens that you are deducti ng,
correct?

A That's right.

Q And does that include essentially -- well,
essentially, in 2016 we had an event occur which was a
rent increase which in fact is at issue here with a
tenporary -- with a conponent of a tenporary
passt hrough, correct?

A Yes.

Q And you took those out, correct?

A Yes.
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Q And you took the full -- the pernanent rent
I ncrease out as well?

A That's right.

Q All right. And you did that because if we
included it in-- we're trying to figure out what's
justified and if we already included it, then it would
Indicate that it's not justified because we've already
taken care of it, or part of it?

A Exact|y.

Q And you al so took out whatever was anortized
carried over fromthe 2011 rent increase still?

A That's right.

Q (kay. So let's just go to the page 4 of this.

A Wuld it be useful -- |I'"mjust wondering,
would it be useful to nention at this nonment that
Exhi bit 49 explains those three deductions.

Q Let's go to 49 just real quick. That's
probably a quick way to handle it.

Exhibit 49 is the spreadsheet entitled "Nomad
Village Rental Income 2016." |Is this a spreadsheet you
prepar ed?

A Yes, it is.

And let ne just say, it was not easy to puzzle
It out as to the anounts that have been paid during the

year by the honeowners in these categories.
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Q Al right. And the Santa Barbara County
ordi nance, one feature of it allows the park owner to
start collecting the noticed rent increase 90 days after
giving notice of the rent increase, correct?

A Ri ght.

Q So since it started July 1, that is why we
have some rent nunbers starting in July, correct?

A Yes, exactly.

Q So from January to June, the numbers on your
chart just relate to the 2011 increase, rent increase,
correct?

A ' msorry, say that once again.

Q For 2016, the entries for January to June just
relate -- the adjustnent nunbers just relate to the 2011
I ncrease, rent increase?

A Well, you know, | didn't -- | see that |
didn't |eave the colum nunbers on here.

Q Right. |'"mjust going to the nonths. In
other words, that's why -- January to June we don't have
anything for any of the 2016 nunmbers because the rent
I ncrease had not started yet.

A That's right, exactly. \Wereas the next
colum titled "2011 Tenp" is the 2011 anortized anounts
as collected in 2016.

Q All right. And so we're not too |aborious,
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don't want to spend a lot of time on this exhibit, would
It be fair to say essentially this is the calcul ations
that back up your deductions from-- or exclusion of
rental incone that we see here on Exhibit 467

A That's right.

Q | think that we don't have to spend time on it
unl ess there's sone questions. So why don't we nove on
with Exhibit 46. Unless there's sonething we should
| ook at that's -- that you'd like to call our attention
to for the analysis, | think we understand it, at |east
how you did it in 2015, so I'd like to go to the page 4,
unl ess there's sonet hing we shoul d | ook at before we go
to page 4.

A No, | think we can go to page 4. Let ne only
say that | think the footnotes on page 3 are all correct
and they do explain all of the deductions which in some
cases are different fromthe deductions in the 2015
case.

Q Fair enough. Were those essentially
relatively mnor, at |east the ones that are specific to
20167

A Yeah.

Q kay.

ARBI TRATOR:  So we're now on page 4 of Exhibit
467
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MB. HAMRICK:  Yes.

ARBI TRATOR:  And we're through, at |east for
testinmony purposes wth Exhibit 497

MR, BALLANTI NE: Yes, your Honor.

ARBI TRATOR: |s the respondent offering 49 in
evi dence?

MR, BALLANTINE: W are, your Honor.

ARBI TRATOR:  Any objection, Ms. Hanrick, to ny
recei ving Exhibit 49?

MB. HAMRICK:  Exhibit 49?

ARBI TRATOR:  Yes, we were just talking
about --

MS. HAMRI CK:  No.

MB. DAVIS. Forty-six?

ARBI TRATOR:  They junped ahead to 49 and we
had sone testinony on that and this is essentially a
summari zation of the calculations of rental incone as
set forth in Exhibit 46.

M5. HAMRICK: Wl |, homeowners object because
we're not quite clear on these dates here. W believe
that this mght be post the first date of the hearing
and have costs that weren't noticed to the homeowners.

ARBI TRATOR: Ckay. You can raise that issue.
It doesn't nmake it inadmssible. It mght make it

| naccurate but it doesn't make it necessarily
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I nadm ssible. Dr. St. John has testified these are his
cal cul ations summarizing what is in Exhibit 46. |f they
are inaccurate, they may turn out to be and I nay so
find, but the issue is can it cone into evidence so |
can determne it?

MB. HAMRICK:  Yes.

(Exhibit 49 was received into evidence.)

ARBI TRATOR:  Thank you. It's received.

MR BALLANTINE: Thank you, your Honor.

ARBI TRATOR: Let's go back to and go through
page 3 -- |'msorry, page 4 of Exhibit 46, which is, |
believe, what Dr. St. John said you were going to now.
He noted that his footnotes on page 3, footnotes 1
through 11, were accurate, w thout going through each of
themindividually, at |least on direct.

MR BALLANTINE: Correct, that's an accurate
summary, | think, of where we're at.

ARBI TRATOR: Let's take a 10-, 15-m nute break
Now.

Any idea how much nore tine, any estinmate that
you have for your direct of Dr. St. John?

MR BALLANTINE: | would say half an hour to
an hour, probably closer to the half an hour unless I
wind up being a little bit slower than | think |I can be.

ARBI TRATOR: Al right, very good. Let's take
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15 m nut es.

(A short recess was taken.)

ARBI TRATOR: Al right, back on the record.
In the matter of In Re: Nomad Village Mbile Hone Park.
The representatives for the honeowners are present and
the respondent is present. W are still in the reopened
direct examnation of Dr. St. John, who is present.

He's rem nded that he remains under oath. You
can conti nue.
BY MR BALLANTI NE

Q Dr. St. John, when we broke we were | ooking at
page 4 of Exhibit 46. | just want to finish up were
that page. Do you have it in front of you?

A | do.

Q Al right. Gve us an overview of 46. Is it
simlar to page 4 of Exhibit 45?

A Yes.

Q I's the analysis essentially the sane?

A Absol utely the sane.

Q And what does this docunment tell us?

A Well, in the center followng the No. 3, the
section 3, it says that the permanent increase should be
$43. 35.

Q We see that in |ine 1527

A That's right.
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Q Was that derived the sane way as you expl ai ned
in Exhibit 457

A Yes.

Q So essentially the conparison of the 2016
years, the increase cost in 2016 versus 2010 indicates a

permanent rent increase of $43 would be justified?

A Yes. | nean that's anal ogous to $36.55 based
on 2015.
Q kay.

A And it stands to reason that, being another
year, it mght be alittle higher, and the analysis
shows that it is alittle higher.

Q (kay, very good.

Let's go on, then, to the next exhibit, 47.
ARBI TRATOR: |s 46 being offered now?
MR BALLANTINE: Yes, your Honor, it is.
ARBI TRATOR:  Any objection to 46 being
recei ved?
(Exhibit 46 was received into evidence.)
M5. HAMRI CK:  No.
ARBI TRATOR:  Thank you very much, Ms. Hanri ck.
You may conti nue.
BY MR BALLANTI NE

Q And just to take care of this also, Exhibit

48, very quickly, 48 is entitled a "Profit-and-Loss
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Statenent for Lazy Landing MHP, LLC, doi ng business as
Nomad Village, through Decenber 31, 2016."

Was this profit-and-1oss statenent, was this
the basis for your incone-and-expense analysis in

Exhi bit 46 for the year 2016, the Exhibit 46 we just

| ooked at?
A Yes.
Q Al right.

MR, BALLANTI NE:  Your Honor, | would offer
Exhi bit 48 into evidence as well for that purpose.

ARBI TRATOR:  Thank you.

Any objection to 48 being received?

M5. HAMRI CK:  No.

(Exhibit 48 was received into evidence.)

ARBI TRATOR:  Thank you. It's received.

MR BALLANTINE: Thank you, your Honor.

Q Al'l right, we took care of that, so let's go
back to Exhibit 47. Exhibit 47 also covers the year
2016, correct?

A That's right.

Q All right. And then, | take it, it would be
fair to say that the incone and expense information is
al so based on Exhibit 48, the profit and | o0ss?

A Yes.

Q And the recent, you have the renta
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adjustnents. It's also based on 49 as we discussed
bef ore?

A Yes.

Q So tell us about Exhibit 47 and why you did it
and what the difference is wth Exhibit 46.

A Vell, | think the only difference appears on
line 87, page 2.

Q All right. In fact, reading the title of this
docunment, it says on lines 1 and 2 here on page 1,
"Nomad Village fair return analysis, |egal and
consulting fees expense see lines 87 and 94."

A Ri ght.

Q So 87, let's go to line 87, and you can
expl ain what you did.

A So line 87, you'll see that in colum G of
line 87 it's blank, and that's because the books of
record in the -- the income expense statenent does not
I nclude any | egal expenses paid in 2016.

Q You nean above the |ine?

A | was just going to say.

But below the line -- normally these anal yses,
we only use amounts that are above the line, and the
books of record actually, as I recall, identify anounts
bel ow the |line as being nonrecurring. | don't have that

docurment in front of ne, | don't have 48 so | can't read
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Q Wll, let ne give it to you. Miybe we do want
to look at 48. So let nme direct your attention to page
2 of Exhibit 48.

A Right. So it says, in 6201, or category 6201
it says -- for year-to-date it has $335,000 in
nonrecurring legal fees. So the way the books of record
are kept, this amount is not included in net operating
i ncone, or in the normal expense increases, precisely
because it's nonrecurring.

Q And did the operator explain to you that those
nonrecurring legal fees all related to this rent
control-related litigation?

A That's right, that's the explanation that |
was given.

Q And those were real dollars that were actually
paid in the year 2016, correct?

A That's ny under standi ng.

Q All right. And as a matter of the books of
record showed that due to the fact that those were
incurred, that the park actually had a net |oss of
$134, 0007

A Wl |, now you're on page 3 --

Q No, I'mstill on page 2 of the -- I'mtalking

about the books and records.
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A kay.
ARBI TRATOR:  You're | ooking at the |ast

nunmerical entries on the bottom of page 2 of Exhibit 48?

MR, BALLANTINE: Yes. W lost it. | had it
in front of Dr. St. John again, but yes, we are, your
Honor, yes.

Q So ny question was, with the legal fees
incurred, the park showed a | oss of $134,0007?

A That's right. | mght say with | egal fees
I ncluded and with interest expense included. |Interest
expense is also what we call below the |ine.

Q Al'l right. But that's real dollars, though
that the park actually did pay?

A [t did indeed, both of themare real dollars,

so the park actually had, in cash terms, a $134,472
| 0ss.

Q So essentially does that nmean that the park
owners, to close out 2016 they had to actually pay
$134,000 into the park?

A ['mnot an accountant, but | believe so.
Q | think the park owners renmenber doing that.
["msure we can ask them | don't think we need to.

Al right, so let's go back to Exhibit 47, and

we were just looking at line 87, I think, on page 2.

A Right. So in colum J, page 2, Exhibit 47,
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put this $135,000 --

Q  $335,000?

A $335, 000, thank you, that is belowthe line in
t he book of record. | put it here because -- so let ne
expl ai n why.

So the supposition here is what if someone
were to tell us no, these anounts shoul d not be
anortized and paid in the nanner we've recommended, t hat
| analyzed and that | recommended, but rather these
shoul d be treated as an expense.

Q Wen you say "these" --

A The legal fees. Because the legal fees -- one
category of legal fees, $400,000, and we're proposing
that it be anortized.

| f someone was to say, no, that's not the
right way to do it, it should be treated as an expense,
the main purpose of doing this 2010-2016 alternative
analysis is to showthat if it is to be an expense and
that if a case were to be brought based on 2016, or if
the current case -- if the 2016 nunbers were to be used
on that basis, it would nake an enornously greater space
rent increase.

|'d like to just say | don't recommend t hat
this be followed. [It's not the right way to do it, in

my opinion, but | do think it's inportant that we know
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that if legal fees are treated as an expense, then these
amounts that | characterized as lunpy, it really
distorts --

ARBI TRATOR:  They are cal cul ated and account ed
for in one year rather than anortized over whatever the
amortization year is --

W TNESS: Thank you, your Honor

ARBI TRATOR:  -- if | understand what you are
saying correctly.

W TNESS. Yes, you are understandi ng.

BY MR BALLANTI NE

Q And | think there's another elenent to it as
wel I, that that also then | eads to a pernmanent rent
I ncrease as opposed to one that goes for a limted
duration of tine and then phases out, correct?

A That is correct.

Q Because when we conpare operating costs we do
that to cone up with the permanent rent increase?

A That's right. Exactly. W' re proposing that
that amount be paid out on an anortized basis over seven
years. |If it were to be done this way, it would be an
enormously greater increase and, as you just said, it
woul d be permanent.

Q And just so we're clear, when we say the

amount, the $335,000 is only a portion of the |egal fees
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that are at issue or the subject of the 2016 rent
i ncrease, correct?

A That is correct. The reason | used the
$335,000 is that's the amount that happens to have been
paid in 2016. Someone el se would have to say why those
amounts were paid in that year as opposed to some ot her
year, if it's inportant, but | sinply used that nunber
fromthe books of record, and if we treat it as an
expense, then it has this outcomne.

Q (kay. Let me ask you this way. You've talked
about the two ways it could be done, this way or the
other way. Wuld it be fair to say that, in your
opi nion as an econom st in this area of regulatory
econom cs, that you have got to do it one way or the
other. In other words, you can't just ignore the |ega
fees and expenses; otherw se the park owner doesn't get
a recovery at all for that.

A That's absolutely right. That goes for
capital inprovenents and it goes for |egal fees and
other large, unusual expenses. That have to be handl ed
one way or the other.

Q All right. So let's see what that -- oh, by
the way, before we | eave page 2, let ne direct your
attention to line 94 that you al so referenced, and tel

us what that is and what you did with that.
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ARBI TRATOR:  Wiich line, I'msorry?

MR BALLANTINE: Line 94, your Honor, again on
page 2 of Exhibit 47. ['mlooking at |ine 94,
referencing consul ting.

WTNESS. R ght. So this is the sane
principle, that they sinply left the consulting fees in
the analysis, just as they were in fact paid in colums
| and J.

BY MR BALLANTI NE
Q And again, those were consulting fees that
were incurred relative to the rent control proceedings?
A Ri ght.
Q And rent increase calculations for the
pur poses of the rent control ?
A That's right.
Q Al right, good, thank you.

So then let's turn to page 3. And page 3 -- |
think the only thing that | want to bring your attention
tois line 113. If | understand this correctly,
essentially what this shows is that if you include the
| egal and consulting fees related to the rent
proceedi ngs in your income and expense or MNO analysis,
you show a net operating loss of $93,000 for 2016.

A Correct.
Q And so let's go to page 4. Now, is page 4
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simlar to page 4 on the other two exhibits, 45 and 46,
that we |ooked at a little while ago?

A Yes.

Q So it's essentially you're using those MNO
I ncone and expense figures and applying themto the
met hodol ogy dictated under the Santa Barbara County Rent
Control Ordinance?

A Yes.

Q So essentially items 1 and 2 are just
essentially just the CPI, 75 percent of CPl allocations
that we di scussed?

A Yep.

Q And then page -- or excuse me, No. 3, | guess,
Is then essentially where the -- where this -- having
expense, the legal and consulting fees kind of shows up
In the analysis, correct?

A Yeah. | mean that's what | would call the
distortion occurs here, that the permanent space rent
i ncrease woul d be $208.81 per space per nonth forever,
by this anal ysis.

Q kay. It would be fair to say, though, this
anal ysis is based on real dollars expended by the park
In 2016, correct?

A It is, absolutely.

Q And then if we go down to No. 4, those are the
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capital expenses that we had in the rent increase
notice, correct?

A Yes.

Q The street paving and electric?

A Ri ght.

Q But then for other anortized anounts,
professional fees, those nunbers are different, correct?

A VWl |, the one on line 159 is different because
| took the $135,000 out of what used to be $400, 000.

Q  $335,000?

A $335, 000, thank you, $335,000 out of the
$400, 000 on the previous table on Exhibit 46.

Q Al right. So that |eaves only $65,000 to
pass through as a tenporary increase?

A That's right.

Q You' d have to deduct that, right; otherw se,
i f you left the $400,000 there, it would be essentially
doubl e recovery and that woul dn't be right?

A That's right, it wouldn't be correct.

Q Al right. So, then, if we go down the rest
of the page, then, you have the sanme permanent rent
i ncrease calculated on itemNo. 3, and then there are
two revised -- or the one revised tenporary?

A That's right.

Q To get to a total justified increase of $251?
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A Correct.

ARBI TRATOR:  Just so |'mclear, the amounts
you have at the bottom Ilines 166 through 170 of Exhi bit
47, that's sinply an alternative anal ysis based on what
you tal ked about a few nonents ago, not what was being
sought by the respondent in rent increases in this case?

MR, BALLANTINE: Correct.

WTNESS: That's right.

MR BALLANTINE: Correct, it's to show --

ARBI TRATOR: It's an alternative scenario
saying if we did it this way this is what it would be,
rather than that.

MR BALLANTINE: Right. And the reason why
it's presented, we saw in the briefing the homeowners
had raised a question, said |egal fees are not a capital
expense item they are not a capital inprovenent to the
park, you can't treat themas a tenporary rent increase
i ke you woul d a capital expense like building a
cl ubhouse or the streets, and our coment is, well, if
you don't do it that way this is what happens, it's real
numbers spent, and that's why it's being presented to
your Honor.

ARBI TRATOR:  An expense itemrather than an
anortization item

MR, BALLANTI NE: Exactly. It shows it in
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a nunber fashion, very analytical. |If you apply it to

the exact same analysis, this is what the difference is.

ARBI TRATOR:  I's Exhibit 47 being offered?

MR. BALLANTINE: Yes, it is, your Honor.

ARBI TRATOR:  Thank you.

Any objection to Exhibit 47 being received,
Ms. Hanrick?

MS. HAMRI CK:  No.

(Exhibit 47 was received into evidence.)

ARBI TRATOR:  Thank you very much

Then 45 through 49 have been received.

You may continue.

MR, BALLANTI NE: Thank you.

So | think, your Honor gave a good segue to
what | want to do, just so we're clear.

Q Let's go to Exhibit 2.

Dr. St. John, | want to just draw your
attention to Exhibit 2. It's in evidence, it's already
been accepted. We talked about it last tine and so |
don't want to go through this in detail because we
already tal ked about it but since there's been a
three-nmonth break | do want to spend a noment with it
just to orient ourselves here in light of the new
I nformation we have.

Do you recogni ze Exhibit 27?

70

TRI-COUNTY COURT REPORTERS 805.963.3900






© 00O ~N o o1 B~ O w NP

ST R R S e e S N e e e o e
g B W N P O © O ~N O O A W N -k O

A Yes. | prepared it.

Q And this is the docunment on which the rent
I ncrease was based, the rent increase we're dealing with
here today?

A That's right.

Q So can you tell us alittle bit about this
exhibit and howit relates to your analysis that you did
for 2015 and 20167?

A Well, this is based on 2015 as the conparison
year, and this is sinply a sunmary of what is in Table 1
for 2015, and as originally presented, it sumed to
$108. 61 per space.

The categories 3 and 4 haven't changed. The
only thing that's changed in the new analysis is the
permanent rent increase, category 1 at the top --

Q Two?

A Two, thank you, which was at that time $29. 31,
and in the current analysis, slightly revised analysis,
it came to $36.55.

Q And you're referencing Exhibit 45, the 2015
anal ysi s?

A That's right.

MR BALLANTINE: And, your Honor, so we're
clear, we're asking for what has been noticed, not a

different nunber but we're show ng an anal ysis that
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supports that nunber.
ARBI TRATOR: | under st and.

BY MR BALLANTI NE

Q All right. So if youdo it the alternative
met hod, somewhat alternative, slightly tweaked, maybe,
Is the best way to put it, or slightly updated, what you
canme out with before for permanent MNO rent increase of
$29. 31, by doing the application under 45, that would
actual 'y support a $36.55 permanent rent increase,
correct?

A That's correct.

Q And then if we go down to the tenporary
I ncreases, and | just want to go through them quickly so
we orient ourselves so what we tal ked about, item 3,
"Capital Inprovements and Expenses," tell us what that
I's and what you did.

A Well, the streets were paved. The cost of the
paving was $274, 629.

The common area electric work was done. The
cost of that was $49, 161.

In both of those cases, the anortization was
done at 9 percent over 15 years, and the results are
shown both per nonth and then per space.

Q So they show that they justify a tenporary

space rent increase of the nunbers reflected?
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A. Right. The total is $23.01 and it will |ast
for 15 years.

Q Let me ask you about those two things, just
make sure |'mreal clear. The 15-year period for these
two itens of capital inprovenents and expense, did you
sel ect that nunber?

A Yes.

Q And did you do it based on your kind of review
of the information that you had about these particular
capital expense itens?

A Yes.

Q And we reviewed those backup itens before at
the last hearing and | don't want to revisit that if we
don't have to.

But you did | ook at those -- the information
about what was actually done, correct?

A Yes.

Q And in your professional opinion as an expert
inthis field of calculating rent increases, was 15
years an appropriate nunber of years to use for this
anmortization?

A Yes.

Q Did that 15 years reasonably relate to the
expected |ife of the inprovenents froman economc

st andpoi nt ?
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A Very, very roughly, vyes.

Q And within a standard of reasonabl eness, as an
expert?

A Yeah, | truly believe so.

Q And simlarly, the 9 percent rate, was that an
appropriate rate to use for this anortization?

A | believe it is.

Q And again, is that based on your experience as
an expert econom st doing these types of cal cul ations?

A Yes. | nean there's no exact number, it could
be alittle higher, could be alittle lower. There's
probably a range of reasonableness. | think the 9
percent is mddle of the range.

Q And therefore, appropriate and reasonabl e?

A Yeah, that's right. | nean 9 percent by
today' s standards when interest rates are so | ow may
seemto some people like a high rate of interest but if
the park were to go out for a second nortgage to pave
the streets, | believe they would pay 9 percent, that
range.

Q Maybe even nore?

A Maybe even nore.

Q Have you heard of hard noney | oans to nobile
home parks in excess of 10 or 12 percent?

A Yes. | can't cite chapter and verse, but that
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woul d not surprise ne.

Q Al right. So you applied those nunbers, the
9 percent and the 15 years, correct?

A That's right.

Q And you used your professional judgment to do
s0?

A And 9 percent, by the way, was accepted in the
| ast proceeding by all parties, so it seened reasonable
to accept that in this proceedi ng.

Q O at least it was accepted by the arbitrator
repeatedly, correct?

A Ri ght, and by M. Barr, who was involved in
t hat case.

Q That's a good point. Al right, so then let's
go to the second part, professional fees, and tell us
about those.

A Sure. So the cunul ative professional fees are
recorded as $400,000, and a very rough estimate of the
prof essional fees for this proceeding was $110, 000, and
applying the 9 percent and in this case a seven-year
time period results in the per-nonth and per-space
amounts shown on the chart.

Q Let's tal k about the anortization period, the
seven years. In your professional judgment, was that

reasonabl e and appropriate?
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A Yes. It could be less, it could arguably be
| onger than that. Seven seens reasonable. Very
roughly, it seems to me, that the anortization of |ega
fees for one proceeding should ideally expire before we
have anot her proceeding, and park owners often do
reapply in another case in five years or ten years,
different periods, but a seven-year period seened
reasonabl e.

Q That was the period accepted for professiona
fees anortization in the last arbitration?

A That's right, it was.

Q We've talked a little bit about M. Barr. He
was the expert called by the honeowners at the 2011

proceedi ng, correct?

A Yeah.

Q And you were there?

A | was there.

Q And he works with the homeowners in these

types of proceedings?

A He does.

Q Al right. Have you been at proceedings in
whi ch you' ve seen or heard M. Barr, or Dr. Barr,
whatever he is, agree that a five-year anortization for
professional fees is appropriate?

A | can't recall that. | wouldn't be surprised,
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but | can't specifically recall himsaying that.

Q Do you recall being in Covis in July and
hearing himsay that?

A | cannot recall that particular thing from
that case. | was there.

Q Al right, let's see. And so, then, tell us
about the -- well, and these two itenms, the $400, 000 to
$110, 000, again wthout going back to the exhibits, you
did see docunents that explained what those were for,
correct?

A Yes. You mean |ike invoices and so forth?

Q Yeah, sunmari es.

A Ri ght.

Q And we marked them they're in evidence and we
don't need to | ook through themunless you need to. But
you | ooked through those and saw there were docunents
that supported those nunbers?

A There are docunments that support those
nunbers.

Q And we can | ook at those docunents to see what
period, for exanple, those fees related to?

A Yes.

Q (kay. So going down the line, then, explain
the summary of the increases and how we get to the

total .

77

TRI-COUNTY COURT REPORTERS 805.963.3900






© 00O ~N o o1 B~ O w NP

ST R R S e e S N e e e o e
g B W N P O © O ~N O O A W N -k O

A Vell, it's perfectly sinple. The pernmanent
I ncrease | abeled "MNO increase" is comng fromthe top,
and that came fromthe original Table 1. The variable,
by the way, is the CPl increase, and this is a point |
was maki ng before.

The CPI increases are conputed by space,
specifically for each space, and it depends on whatever
the rent is for that space at the time that the increase
I's calculated, so they vary.

Q And | guess the nomencl ature woul d have been
better to say 75 percent of CPI

A Correct.

Q You neant the partial indexing?

A Right, it's always 75 percent in Santa Barbara

Q Yeah

A So that's the permanent part.

Q  The $29.31?

A. Well, the $29.31 plus the variable amunt,
whatever it is for each space, and it comes out to a
vari abl e anount that, roughly speaking, it would be
$29.31 plus whatever it was for that particular space
over that tinme period.

Q And you' ve | ooked at the ordinance, correct?

W tal ked about that.
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A Yeah.

Q And the 75 percent of CPI, that can't be at
I ssue or in dispute in these proceedings, correct?

A | don't think so. Realistically, | don't
t hi nk so.

Q At | east whatever that nunber is --

A It shouldn't be in dispute.

Q It's not sonething subject to having to ask an
arbitrator to award?

A That's right. That's precisely true.

Q | think we've resolved that dispute, but there
could be a dispute as to what that nunber is, but once
we all agree on what 75 percent of CPl is, then that's
sonmet hing out of the equation for sonething that the
park owner has to ask the arbitrator for, is that
correct?

A Yes, that's ny understandi ng.

Q (kay, fair enough. So that's kind of the out
of the equation, but it's there.

A Yeah.

Q Al'l right. Tell us about the pernmanent
I ncreases and then tenporary increases. |Is that sinply
the math from above?

A Just the math. | just did the addition. So

the item3 -- the two item3 figures are sumed to get
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to $23.01, and the two item4 amunts are summed to get
$56.30. So the sumof all of these increases, not
counting the variable, is $108.61.

Q (kay. And that was the amount of rent
I ncrease that was noticed, is that right?

A Yes, that's right.

Q Let me ask you a few questions about the
backup on the electrical. You |looked at the electrica
issue a little bit, is that correct?

A Yes.

Q And you've talked a little bit about the fact
that expenses regarding the electrical under the PUC
there are certain things that you don't consider for a
rent increase and there are certain things that you do
consi der, correct?

A Yes, that's right.

Q Can you explain that alittle bit?

A Wl |, roughly speaking, the PUC issue is that
there's an agreenent between the public utility and the
park, that the park will subneter the gas and electric,
electricity cost to the residents, and wll charge the
residents at the rates that the public utility charges
everyone. But the public utility charges the park a
reduced anmount in order to | eave the park, in theory,

with residual funds to maintain the systemwthin the
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parKk.

Q Then let ne ask you about common area because
you tal ked about that before. You included in your MO
anal ysis a factor of expenses that the park incurs for
common area expenses related to utilities, correct?

A Right, right, that's lines -- back on Exhibit
45, it's lines 38 and 40.

Q (kay. And why did you do that?

A Wl l, as | explained before, we normally take
the utility incone and utility expenses out, at |east
the gas and electric incone and expenses out. But if we
do that, then the common area electricity wouldn't be
accounted for in any way, so we nmake an adjustnent to
add it back in, and the protocol that's been used in
other cases is 10 percent, neaning that perhaps the
utilities -- the conmon area utilities are 10 percent of
the total. There's no separate neter so there's no way
to tell precisely, so 10 percent has been used as an
estinmate.

Q And in your professional opinion, that's
appropriate?

A It seems to ne it's appropriate. | nean if
someone who knew about electricity were to testify
otherwi se, | would probably defer -- | would defer to

his or her authority in that area, but | haven't heard
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that in this case or in other cases, so 10 percent has
been used quite a lot.

We've referred to Dr. Barr quite often.
believe it's the case that it was his estimate in sone
case in the past that 10 percent would be true, and
we' ve been using it ever since.

Q All right. So then let ne circle around on
the issue of the common area. Wuld it be fair to then
say in your professional opinion as an econom st doing
t hese anal yses, that electrical expenses related to
common area el ectric exanple, or common area aspects of
the park are things that are subject to conpensation to
the park owner through rent increases?

A That's correct.

Q So let ne give you a group of docunments and
ask you to look at them It's what we'll mark as
Exhibits 50 to 53. [I'll ask you to | ook at those
while --

Your Honor, if | may approach and provide them
to your Honor?

ARBI TRATOR:  Yes.

MR, BALLANTINE: | previously gave these
docunents to the homeowners today. | think they have
seen themwel|l before this, as well.

(Exhibits 50 - 53 were marked
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for identification.)

ARBI TRATOR:  These are Exhibits 50 to 53.

MR BALLANTINE: Yes, sir. And I'Il go
t hrough which ones they are. | thought ny office had
done it so | apologize for the handwiting, but I wote
t he nunbers on each of themto avoid confusion.

ARBI TRATOR: Al right.

MR, BALLANTINE: For the record, I'Il identify
each of these and then | can talk about them

Exhibit 50 is entitled "Settlement Agreenent
Mit ual Rel ease. ™"

Exhibit 51 is entitled "Anendnment to
Settlement Agreenment and Miutual Rel ease.”

Exhibit 52 is a letter dated April 30, 2014,
fromthe County of Santa Barbara Pl anning & Devel opnent
Department to nme. It's a two-page letter

And then Exhibit 53 is a chain of e-mails
I nvol ving the people of the Santa Barbara Planning &
Devel opment Departnent. The first one is from Steve
Mason, the assistant director of the department, to
Massoud Abol hoda, the building official in Santa Barbara
County.

ARBI TRATOR: Do these involve settlenent
negotiations in the earlier case?

MR, BALLANTINE: No. They involve a
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settlenment agreenent not involving the other rent
control s proceedings. They involve a settlenent
agreenent that led to the electrical work that was done
pursuant to -- that's relevant to this proceeding.

ARBI TRATOR:  Ckay. It has nothing to do with
the settlenent agreement and settlenment negotiations as
to these parties in this case --

MR, BALLANTI NE:  No.

ARBI TRATOR:  -- or the other case?

MR BALLANTINE: Correct. Nothing to do with
any settlenment involving these two parties.

ARBI TRATOR:  Just wanted to make sure.

MR BALLANTI NE: Yes, your Honor. Nothing to
do with any rent proceedi ng whatsoever, nothing to do
with the homeowners. The park was a party to this.

ARBI TRATOR: Let ne just confirmwth
Ms. Davi s.

Ms. Davis, you fol ks have received these four
exhibits, is that correct?

M5. DAVIS: Yes, your Honor.

ARBI TRATOR:  Ckay, thank you.

MR BALLANTINE: | guess | can offer theminto
evi dence now before | talk about them

ARBI TRATOR:  Any objection to these four

exhi bits being received, M. Davis.
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M5. DAVIS: No.

ARBI TRATOR:  Thank you. Wthout objection
they are received.

(Exhibits 50 - 53 were received

Into evidence.)

VMR, BALLANTI NE:  Thank you.

CLERK: Can | interrupt? Has the County
recei ved those exhibits?

MR BALLANTINE: | think that you have.
know |'ve given you everything so far electronically.
"Il make sure you get a set.

CLERK: Is that what was on the disk?

MR, BALLANTINE: |'ll double-check. If they
are not on the disk, I'Il give themto you
el ectronically and anything we will provide
el ectronically.

CLERK: Ckay, thank you.

MR BALLANTINE: And just to that, and the
clerk had asked us for electronic versions of al
exhibits, and we gave themeverything that we've narked
previously, as well as, | note, the first group that we
| ooked at. I'mnot sure if we included this.

ARBI TRATOR: | assume this is fromyou fol ks
or fromthe County, fromthe respondent?

MR BALLANTINE: We sent your Honor the exact
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same thing that we sent to the County, in case you
preferred electronic to paper. Sone people |ike to have
bot h.

ARBI TRATOR: O f the record.

(Discussion off the record.)

ARBI TRATOR:  Back on the record.

You may conti nue.

MR, BALLANTI NE: Thank you.

Q Dr. St. John, I've handed you Exhibits 50 to
53. Have you seen those docunents?

A Yes, |'ve seen them

Q And you've reviewed themas part of your work
in this case?

A | have.

Q Maybe the easiest thing to do is go to Exhibit
51, which is an amendnent to 50. And on 51, I'Ill bring
your attention to page 2 of this docunent.

A Yes.

Q And there's an itemNo. 1 that says: "The
parties hereby nodify the scope of work set forth in the
agreenent . "

Do you see that?
A Yes, | do.
Q And then it describes some electrical work to

be done, correct?
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A Unh- huh, | see that.
Q You see in A in subs 1 and 2 they reference

new transforners?

A Yes.

Q And do you see they relate to conmon areas?

A | do.

Q kay.

A Yeah.

Q Now, in your opinion, doing the analysis here,

woul d the work related to these two transforners for
these two common areas, woul d those be appropriate to
Include in a rent increase?
A Yes.
Q Then | guess | have to go back to 50. |
apologize. | try not to junp back and forth.
ARBI TRATOR:  Question fromthe bench.
The increase that you referred to a nonent
ago, Dr. St. John, that would be an increase that woul d
be anortized rather than be permanent, is that correct?
WTNESS:. It probably shoul d be anortized.
ARBI TRATOR: CGot it. Thank you.
BY MR BALLANTI NE
Q And in fact, you've |ooked at the docunents,
correct, regarding this rent increase?

A Yes.
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Q So Exhibit 2 has sone reference to common area
el ectrical work costing about $60, 0007

A That's right.

Q And to your recollection, did that include
replacing the two conmon area transformers?

A | believe it did. The reason | said
"probably" and not "certainly" is sinply because what |
don't recall is the breakdown -- at this nmonent | don't
recall the breakdown of the common area electrical work
and so | don't know how nmuch the transfornmer part of it
was. There were some other things, as | recall.

Q Yeah. Well, then the other thing was, we can
| ook at it here in Exhibit 51, which let's finish off
before we go back to 50, ItemNo. 4, it talks about a
new permanent service connection for 100-anp service to
Space 92?

A Yes.

Q That was the other itenf

A | see, okay.

Q And to your know edge, then, that was given a
new | ine, basically a new connection for that one space,
correct?

A Yeah. And all of this was in the nature of a
project. This was all part of what | would call a

project, and that's what this settlement agreenent had
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to do with.

Q Al right. Let ne ask you, then, to go back
to Exhibit 50 and | ook at page -- | thought it was
carried over to 51, but I was m staken -- page 3, and
"Il actually have you |look at Recital F.

A Yes, |'mlooking there.

Q And 'l just read it into the record so again
we're kind of literally all on the sane page.

ARBI TRATOR: Read it slowy.

MR BALLANTINE: WII do. M. MCdure has
trained ne. | may not be a very good student but he's
tried.

"F, Nomad w || pay the department the sum of
$2,000 upon its initial submssion of its plans as
provi ded for herein and pay the permt costs required
under the current fee ordinance. The cost for the
required permt is $1,221.97. The penalty fee
requi rement under the Building Fee Ordinance wll be
wai ved. Payment will be nade upon submttal of the
pl ans, as described in this, on or before January 14,
2011. Said paynents shall be in full and conplete
satisfaction of all costs and abatement or conpliance
pursuant to Santa Barbara County Code Section 10-20.12."

Do you see that paragraph?

W TNESS:  Yes.
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BY MR BALLANTI NE

Q So let ne ask you a few things about that.

There's a reference to a $2,000 paynent as a
processing fee for the initial subm ssions of the plans,
correct?

A It appears so.

Q And would it be fair to say that you did not
i nclude that $2,000 as something that's in the,
essentially, the expenses that are part of the basis of
the rent increase in this case?

A That's true.

Q And woul d the sane be the case, the $1, 221
cost for the required permt?

A That's not here, either.

Q (kay. And then it also says "The penalty
requi rement under the building fee ordinance wll be
wai ved. "

Is it fair to say that there's no penalty cost
what soever in any of the expenses that you included as
the basis of your rent increase?

A To the best of ny menory, no.

Q And in fact, you see that the County said
there were no penalty?

A In this case, right, exactly.

Q Fair to say, you' re not aware of any other
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penalties that were reflected in the books and records?

A Right, | don't recall any other penalties of
any ki nd.

Q (kay. So let me nmove to Exhibit 50. | think
we're done with 51. Let ne ask you to ook at 52. This
I's a docunment you' ve | ooked at before?

A Yes.

Q And | want to read a couple parts into the
record and then ask you about themand |'Il do ny best
todoit slowy.

| want to read the last clause on the first
page. It says:

"The building and safety division of the
Santa Barbara County Planning & Devel opment Depart nent
wi t hdraws the follow ng notices of violation and notices
of determ nation and vacates all outstanding fines and
penal ties."

Do you see that?

A Yes, | do.

Q And that was in 2014. |Is that consistent with
your understanding of the records, that there were no
outstanding -- there were no penalties or fines that
came up in any of the books and records?

A Ri ght.

Q And then on the top of page 2, the first
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paragraph says, and I'll read a portion of it:
"I'n accordance with the foregoing, the
Building & Safety D vision of the Santa Barbara County
Pl anni ng & Devel opnent Departnent hereby permanently and
forever withdraws all outstanding notices of violation
and notices of determnation and vacates all outstanding
fines related to the violation Case No.," and then
there's a case nunmber, "Nomad Village Mbile Home Park,"
and it has the address, "and no suns are currently ow ng
by the property owner or |lessee of this property," et
cetera. |t goes on.
Do you see that?

A Yes, | do.

Q I's that consistent with your analysis -- that
I's, you haven't included -- there are no fines or
penal ties or anything related to a notice of violation
that is a cost to the homeowners as the basis of the
rent increase in your analysis?

A Yeah, that's ny understanding.

Q And --

A No fines, no penalties.

Q That woul d include -- your understanding is
supported by this letter, correct?

A Yes, it is.

Q And then let ne try to nove quickly and go
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t hrough Exhibit 53. Have you | ooked at this document?

A Yes, | have.

Q And there's some highlighted portions to try
to make it quicker for us to go through this. Let ne
just ask you this. You' ve |ooked at this docunent,
correct?

A Yes, | have.

Q Does this indicate to you that the $2,000
paynment that the park made in 2011 was for the | abor
cost to the Building Departnent?

A It appears so.

Q But in any event, the $2,000 charge is never
charged as part of the rent increase?

A No, because we're not using 2011.

Q Fair enough. Let ne just then ask you one
other area, a couple of questions.

ARBI TRATOR:  Are we through with Exhibit 53?
MR, BALLANTINE: Yes, we are. Thank you, your
Honor .
BY MR BALLANTI NE

Q Let me ask you one other area of questioning.
You're pretty famliar already wwth rent control in the
mobi | e home context, correct?

A Yeah.

Q Wul d you say it confers a benefit on the
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honeowners, the existence of rent control ordinances
such as the County of Santa Barbara's?

A Yes.

Q Tell us in general terns what those benefits
are of an ordinance such as Santa Barbara's.

A Well, the benefits to homeowners are that
their rent is less than -- presumably less than it woul d
ot herwi se be in an open narket; the values of their
homes are supported in a manner that they m ght not be
I n an open nmarket.

Q Meani ng the val ue of the hones are higher?

A Val ues of the homes are higher than they quite
probably woul d otherwise be if the rents were not
control | ed.

Q And does rent control also inpose an
obligation to ensure that the park owner receives a fair
return?

A Yes. The parallel right, rent control
ordi nances alnost all say that rents will be stabilized
In such a way as to protect homeowners and that,
simul taneously, the park owner is guaranteed a fair
return on investnent.

Q So would it be fair to say that rent control
doesn't equal no rent increases, ever?

A No, it does not. |t does not nean no rent
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| ncreases ever.

Q In fact, if a rent increase i s necessary to
conpensate a park owner for increased expenses, is the
park owner entitled to those increased expenses under
the Santa Barbara County Rent Control Ordinance?

A Yes.

Q And we've | ooked at how you' ve cal cul ated that
In the exhibits you' ve presented earlier today?

A Right. And | mght say there's sone tension
between the two purposes of rent control because, of
course, residents will prefer the rents be | ower and
park owners in general prefer the rents be higher, and
it's our job -- his Honor's job, our job -- to try to
figure that out, to come to sone bal ance between the

two. And there's a range of reasonabl eness, but it's
really inportant that rents are stabilized so that
residents have that kind of stability, and it's also
| mportant that the park owners not get denied a fair

return.

Q (kay. And would it also be fair to say that's

essentially a regulatory process, what you've just
tal ked about ?

A That's right.

Q And would it be fair to say also that that

regul atory process has costs?
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A It is costly.

Q Costs to the park?

A There's cost to the park, there's cost to
honeowner s.

Q And in your opinion, those regulatory costs to
the park, is that sonmething the park owner is entitled
to recover?

A Yes, absol utely.

Q And | guess | have one question, actually
goi ng back to those Exhibits 50 through 53. W don't
have to | ook at them but those relate to a
regulatory -- would it be fair to say that those relate
to a regulatory process regarding, essentially, the
operation of the park and essentially the building
code-type requirements that are governing the park?

A Well, yeah. | nean this is kind of an exanple
of what | was saying before, that the multi-faceted
regul ation of nobile hone parks is a burdensone process
and there are nmany agencies involved, and it is
expensive, costly to conply.

Q And is that, again speaking as an expert
econom st working in the nobile hone industry, is that
type of expense a typical expense that park owners incur
fromtime to tinme operating parks?

A \Wen you say "type of expense," you nean the
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expenses associated with figuring out, with the County,
what wi |l be done? For exanple, with this electric
problemthat arose, that howw !l that be resol ved?

Q Correct, the park dealing with the regulatory
agency on an issue such as that one?

A Exactly, yes. | nean it is costly, there's
back and forth, there's letters, there's the necessity
to enploy attorneys to help figure it out, and other
experts sonetines, so, yes, | mean it is a costly
process.

Q And in your opinion, as an econom st dealing
with rent control issues, regulatory rent control issues
I n mobile home parks, are those costs of dealing with
these issues that you have just articul ated appropriate
to be conpensated -- for the park owner to be
conpensat ed through a rent increase?

A Yes.

MR, BALLANTI NE: Thank you.

Your Honor, | don't have anything el se for
Dr. St. John right now.

ARBI TRATOR:  Thank you.

Cr oss- exam nati on.

M5. DAVIS: Your Honor, first I'd |ike to ask
I f you have received our exhibits.

ARBI TRATOR: | have received Exhibits A, B, C
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and D. Those are the only exhibits.

M5. DAVIS: No, we e-mailed you Exhibits E
through L, Homeowners Exhibits E through L, and an
Exhibit from 2011 cal | ed Wat er house Q

ARBI TRATOR: | don't see that | have received
t hem

Has the County received thenf

CLERK:  No, sir.

ARBI TRATOR: Have you received t hem
M. Ballantine?

M5. DAVIS: M. Gady has received them

CLERK: M. Gady has received then? He's not
here. | can confirm

M5. DAVIS. M. Ballantine, you have received
them correct?

MR BALLANTINE: | was going to answer the
question but | didn't want to talk over sonebody el se,
for various reasons.

Your Honor, yes, |'ve received some docunents
fromthe homeowners. | didn't track what Ms. Davis just
said nowso |'mnot sure if it's the same thing, but |
did receive some docunents fromthe honeowners t hat
actual ly have some objection to, but in any event | did
recei ved sone docunents fromthe honeowners a day or two

ago. | would note they're quite volumnous and | saw
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thema day or two ago.

ARBI TRATOR: M office, for whatever reason
did not receive those. |If you have a duplicate set of
themhere I'l|l be happy to take a | ook at them now.

M5. DAVIS: W have an additional Exhibit M

ARBI TRATOR Al right.

M5. DAVIS: After --

ARBI TRATOR: If questions are going to be
based on those exhibits that | don't have and the
County -- the clerk who is here with us in the hearing
roomis not aware of, then we need to take a break so
that she can find those, get themcopied for us and then
we can proceed fromthere.

It's 11:20. It's alittle bit early for
| unch. Is anybody willing to take | unch now and cone
back about 12:15 and then we just go until we get done
after that?

MR BALLANTINE: Either way. O if they have
some questions that don't involve the exhibits, we can
do those now and then break. So whatever --

ARBI TRATOR: |'d rather do it contiguously, if
we can. | think it would be better for ny note taking,
and one of the things that | am frankly, westling
with, and I'll alert everybody to it now, is whether or

not 1'mgoing to want to hear oral argunment at the
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concl usion of the hearing today or whether 1"'mgoing to
want to have briefs, closing argument in witing.

MR BALLANTINE: 1'd be glad to weigh in on
t hat whenever you would like nme to.

ARBI TRATOR:  Well, let's just get to the end.
My instinct at the nonment, given all of this, I'm
thinking I want witten briefs, but we'll see. |
understand that that's a cost to the parties, but | want
to get it right.

MR BALLANTINE: No, that's fair enough, and I
think it's appropriate.

And your Honor may recall that one of the
things that | suggested at the |ast hearing would be
appropriate, there's an elenent of this rent increase
that involves evidence essentially that's not in yet,
which is the costs of the proceedings and the fees and
professional fees, and |'d suggest that we do that, and
It is fairly typical in these proceedings by the way of
a post-trial notion, essentially, Iike you would in a
civil case with attorneys' fees put in after judgnment
and then we provide our item zed statenents, and
essentially that's nostly what the brief is.

ARBI TRATOR:  And the anortized breakdown of
some ki nd?

MR. BALLANTINE: Well, the anortized breakdown
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Is there so it would really be the fee statements to
support that nunber, which we would present and the
honeowners woul d have a chance to then comment on that,
just like a post trial nmotion on attorney's fees,
essential ly.

ARBI TRATOR: Post-trial notions on attorney's
fees, of course, always changes the anount that one side
I's going to have to pay to the other.

MR BALLANTINE: Yeah. |'Il represent that
what we did in this case was we had an anount that we
included in the notice of rent increase that went out at
$110, 000, and that was based upon the anount that was
awarded at the prior arbitration proceeding, so we
thought it was a reasonable estinate. W've actually
exceeded that anmount, so | think we're capped at that
for the purposes of this proceeding. | think we just
have to try to justify it to your Honor, which we're
prepared to do and prepared to do, like | said, by
post-trial notion.

ARBI TRATOR:  Ckay. We'Il deal with that in
more detail later.

Let's take a recess now. It's 11:20.

I's an hour going to be enough, Madam Clerk, to
get whatever we need?

CLERK:  Yes.
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ARBI TRATOR: That being the case, let's cone
back at 12:30 and we'll be in session from 12:30 until
we get through, and then | will decide whether |I'm going
to take the case under submi ssion wth oral argunent
today or whether I'mgoing to ask for witten argunent,

first fromthe petitioner and then fromthe respondent,

and then a reply. | think that's what |'mgoing to do,
but 1'Il certainly hear from people.
MR BALLANTINE: Very good. And I'll Dbe glad

to talk to the honeowners during the break and see if we
can cone to an agreenent.

ARBI TRATOR: |'mnot going to do it as a
statutory "You have 30 days and then you have this." |
want to see how nuch tine you think you'll need and
that's what we'll do. | don't want to nake it onerous
or nore onerous than it is inherently but I want to nmake
sure that nmy head is truly on straight when | have the
case under subm ssion when | nmake ny ruling, whatever it
turns out to be is.

MR BALLANTI NE: Appreciate it.

ARBI TRATOR:  Thank you very much, folks.

(The lunch recess was taken.)

(Exhibits E - Mmarked for identification.)

ARBI TRATOR:  We're back on the record in the
matter of Nonmad Village Mobile Hone Park. | don't see
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that Ms. Hanrick is here. Is she going to be here this
afternoon? M. Hanrick is not going to be here this
af t ernoon?

M5. DAVIS. No. She only had half a day.

ARBI TRATOR  Ch, okay.

And who is at the counsel table with you?

M5. DAVIS: Abel Pizano, another honeowners
representative.

ARBI TRATOR:  Woul d you state your name, spell
It, and give us your address, please, sir.

MR PI ZANO  Abel Pizano, 4326 Calle Real,
No. 44, Santa Barbara, California, 93110.

ARBI TRATOR:  Thank you. N ce to have you with
us.

W won't deal with the exhibits yet. |'m
going to allow conpletion of the cross-exam nation of
Dr. St. John before we go any further.

s that okay with you, ma'anf

M5. DAVIS: Yes.

ARBI TRATOR: Al right, M. Davis, your

cross-examnation of Dr. St. John.

CROSS- EXAM NATI ON
BY M5. DAVIS:
Q Dr. St. John, have you read Chapter 11A or
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just 11A-5?

A Can you say that again, ask it again?
didn't hear you

Q Have you read the conpl ete ordi nance or just
11A-5?

A No, no, |'ve read the whol e ordinance.

Q D d you notice anywhere in the ordinance whe
It says "maintenance of net operating incone"?

A | don't believe so.

Q | s base year and conparison year anywhere in
t he ordinance?

ARBI TRATOR: | didn't hear the question. |’

sorry, ma'am | didn't hear the question.
BY MS. DAVIS:

Q | s base year and conparison year in the
or di nance?

MR BALLANTINE: (bjection. Vague and

anbi guous. Those terns or those concepts? They could
be different.
BY MS. DAVIS:

Q Are the terns "base year" and "conparison
year" anywhere in the ordi nance?

A | don't renenber seeing either termused in
t he ordi nance.

Q But you interpreted the concept of base year

re

m
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and conparison year in the ordi nance?

A Basi cal |y, yes.

Q \Wher e?

A You know, | interpreted Section 11A-5,
Subsection |, in the best way | could, and it seenmed to
me that using two years was the appropriate thing to do,
because the tine period in question runs from --

Q |'msorry, could you speak | ouder, please?

A Now ny m crophone is on. | beg your pardon.

So the time period in question is between the
| ast year considered in the |ast increase and what we're
calling the conparison year. So the relevant tinme span
I s between 2010 and 2015.

Q That actually says, earlier in the ordinance,
the immedi ately preceding 12 nonths or since the |ast
I ncrease. Every year, isn't there a rent increase every
year with the automatic increase?

A No. It's allowed to be every year, but there
was no increase, for exanple, in 2015. So the |ast
I ncrease, in a favored-termsense, was an increase
pursuant to what we've been calling the 2011 case, and
that ended in 2010.

Q And that's where you got the concept of base
year and conparison year?

A Yes.
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Q I n managenent's rent increase letter, he said

the last rent increase was 2014. That's Exhibit 1, |

bel | eve.
A Ri ght.
Q So --

A The | ast increase was in 2014, until 2016.

Q But you're using 2010.

A That's true. And we're using all of the
amounts al | owed since 2010, which was an increase in
2011, 2012, 2013, 2014, and 2016, now.

Q Al the anounts all owed, you said?

A Al'l of the amounts actually inposed. It's
al l oned by the ordinance and noticed of honeowners and
pai d by honmeowners

Q The key word here is "paid by homeowners. "
Let's go to your Exhibit 45, page 4.

A Yes.

Q Li ne 140.

ARBI TRATOR: Let ne get there.
WTNESS. |'msorry, line?

BY M5. DAVI S
Q Line 140 --
A Yes.
Q -- the CPlI-justified space rent increase.
A Yes.
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Q Now, that is 75 percent of 8.3 percent of the
rent, right?

A Ri ght.

Q And did you build into that figure the 75
percent of 8.3 percent of the difference in CPl between
2010 and 2015 that the homeowners had al ready paid?

A Yes.

Q So you're saying that after they have already
paid that 75 percent, they need to pay another 75
percent ?

A No, no, no. The ordinance is quite clear.

W' re supposed to | ook at the anounts that were awarded
for what we're calling the CPl increase -- actually, the
accunul ated CPlI increases from2010 to 2015 -- and

consi der themand use themin the particular way this
ordi nance requires, which is when we consider that half
of that amount was what the ordinance is calling fair
"return on investnent," and the other half is what the
ordi nance calls "expense increases."”

Q No, we're not at that |ine yet.

A. Ch.

Q What |'m asking, between or during the years
2010, 2011, up to 2015, honmeowners have al ready paid 75
percent of the accunul ative 8.3 percent?

A Yes, that's true.
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Q And you were saying that that isn't enough
that we need to pay another 75 percent of the CPI for
those five years?

A No, ma'am no, ma'am not another 75 percent.

If | can refer you to colum J, and |ine 140,
whi ch you're pointing to, line 140 has al ready been
| mposed or applied to the rents and we're not asking for
t hat again.

So the operative line, which is 149, is the
addi tional anmount that is required on account of the
expense increases. So in the addition of this colunmn,
it cones to -- well, on Table 45 it comes to $115. 85,
and in the original version it came to $108 and sone
cents. That does not include the already-inposed
amounts, which is, as you say -- | nean you're right,
those amounts are already in the rent structure. They
don't require -- they don't need to be approved again
because they're already there. They are the automatic
part and honeowners are already paying it and nobody is
saying that they should pay any nmore in that category.

Q Well, you are. You are saying that we need to
pay another 75 percent --

A No, ma'am

Q -- of the base rents in 20107

A Actually, no, I"'mnot. Because the $90.73
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that | calculated on line 140 does not get added into
the rent increase we're requesting.

If you look at the math, the math at the
bottom permanent, 36; seven-year, 56 and change;
15-year, 23 and a penny.

Those amounts include the $36.55 but nothing
above that. What's above that is, as you were saying,
t he anounts that have already been charged and paid.

Q | don't think you're understanding what |'m
sayi ng.
A .

MR BALLANTINE: (bjection. Argunentative.

BY M. DAVI S

Q Al right, let ne be clearer, please, because

| don't understand your response to nmy question. |Is

t hat okay?
A Yes.
ARBI TRATOR:  Yes.
BY MS. DAVIS:
Q In 2010 honeowners pai d an automatic increase

of, let's say, 1.5 percent?

A Yes.

Q These are not accurate, you understand that?
A | do understand.

Q In 2011 we paid another automatic increase
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That's right.

-- of the 75 percent of the CPI

Yes.

2012, 2013, 2014, 2015.

Now, the time between 2010 and 2015 was an

O > O P

aggregate of 8.3 percent of the change in the CPI

During those six years, the homeowners paid
that 8.3 percent -- 75 percent of that 8.3 percent in
CPl in the automatic increases. And your analysis here
has us paying 75 percent of that aggregate of 8.3
percent again, in the amount of $35, 286. 16.

A You know, | can only repeat what | said
before. You're mstaken in your understandi ng of what
this page neans, because the 75 percent of the CPI
whi ch, on average over this tine period, would be
$19.73, has already been paid by the honeowners and is
not being asked for again. That's the way this
ordi nance works.

Q And I'msorry, and it has not been asked for
agai n?

A It has not been asked for again

What is being asked for again is the extra
amount, because the expenses went up by a lot nore than
the CPI.

Q That is not what your fornula says here. You

110

TRI-COUNTY COURT REPORTERS 805.963.3900






© 00O ~N o o1 B~ O w NP

ST R R S e e S N e e e o e
g B W N P O © O ~N O O A W N -k O

did not take the base year rents for 2010, subtract the
base year operating expenses and get an anount -- your
traditional MNO analysis, |'m speaking of.

A Ch, are you speaking about the Table 1 that we
| ooked at in Novenber?

Q No. |'mtalking about "Fair Return in the
California Courts," the publication you have on your web
Site.

Yes.

You explain fair return formul as.

> O >

Yes.
Q And your traditional maintenance of net
operating inconmes fornula is different fromthis?
A That's true.
Q So how do you justify chargi ng homeowners
anot her 75 percent of the CPl for those years?
MR BALLANTINE: (bjection. Asked and
answered. He said repeatedly he's not.
ARBI TRATOR: |'mgoing to let himanswer it
again and then we're going to nove on.
You nmay respond.
WTNESS: Truly, we have not. | mean
understand that you have | ooked at the MNO analysis in
my "Fair Return in the California Courts," and | do

understand that it is different fromthe analysis that
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t he ordi nance asks us to do in this case --

ARBI TRATOR:  That's because the Santa Barbara
ordinance is different fromwhat you were doing in that
paper that you have online?

WTNESS. R ght, exactly. The paper that |
have online outlined several different fair return
systens, none of which apply here because Santa Barbara
I's an unusual, they have a sonmewhat unusual way of doing
the conput ations.

Like | said before, the Santa Barbara
ordinance is what | call cost pass-through ordinance, or
maybe we shoul d say an expense pass-through ordi nance.
And | have cone to like it, actually, I've conme to
appreci ate the beauty of the Santa Barbara way of doing
it. It's unusual, but it's not wong because it allows
park owners full conpensation for all cost increases,
and it does it inalittle bit different way fromthe
MNO formula that | talk about in that paper

ARBI TRATOR:  The total amount is the --
don't have the other exhibit in front of me at the
moment, but at the bottom of page 4 of Exhibit 45 --

W TNESS:  Yes.

ARBI TRATOR:  -- the $115.85 is the total
amount of increase that is being sought.

W TNESS: Well, the conparabl e anount that was
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noticed to residents is the anount on Exhibit 2, which
was $108 and change.

MR BALLANTINE: 61 cents. $108.61. That's
what was noticed. That's what is being sought.

ARBI TRATOR:  The mathematical fornula to get
there was substantively the sane, it's just that we have
different nunbers in the fornul a.

MR BALLANTINE: It was a little bit
different, yes.

WTNESS. R ght. The nethod of calculation in
the original was a little different. This one is the
one | would stand behind at this nonent because --

ARBI TRATOR:  The one in Exhibit 45. But it's
too late for this here in terms of --

W TNESS. Exactly, but as to the method -- |
mean at the last hearing in Novenber you asked at the
end of the hearing that | revisit the analysis and try
to make it so that we can all understand it.

ARBI TRATOR: M last note on ny yell ow pad.

WTNESS.: And we did exactly that, so | really
appreci ated that you gave that specific instruction
because it allowed ne to do what arguably | should have
done originally, which is really figure out how does
Santa Barbara County do this, what is intended, and |

believe |'ve got it right this tine.
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ARBI TRATOR: Al right. Next question,
pl ease.
BY M. DAVI S

Q You said that you began a cal cul ation
according to 5(i) and continued on, is that what you
said? 5(i), 11A-5(i)?

A 11A-5(i) is the ordinance section that tells
us how to do this.

Q What about 5(i)(1) that it says: "First,
grant one half of the automatic increase to managenent
as a just and reasonable return on investnment"?

A Ri ght.

Q You have here one half of a five-year tine
period.

A Vel l, we're aggregating over five years, but
It's the same concept.

Q But it specifically says the automatic
| ncrease.

A Right. The accunul ated automatic increases.

You have to -- after all, the park owners don't normally

do this every year. So if we're doing it in one year

then we'd only be | ooking at one year; if we're doing it

after five years, and therefore we're doing it for the
whol e five-year period.

It's a savings for all of us, a savings for
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homeowners, a savings for park owners, a savings for
arbitrators not do it every year. It's cunbersone to do
these things so we do it over a time span, five years,
seven years, however often the park owners choose to
appl y.

Q Don't you think it would be reasonable for a
park owner to notice 11A-5(1) and (2), since it is
specified in the, since both of themare specified in
the ordinance that they couldn't really be contested by
homeowners, so why wait five years?

A Vell, [ike | said, | mean it's cumbersone to
do it every year. Are you saying that --

Q They have to send the rent notice increase
every year anyway.

A They do, and they do the calculations this
way. They follow the ordinance in -- ny understanding,
they follow the ordinance in doing the cal culation every
year in advance of the noticed rent increase, the
automatic, we call the CPl increase.

What owners don't do every year is conpile al
t he expense increases and attenpt to pass those through.
This year the park owner decided to do that. That's
why --

ARBI TRATOR: In addition to the 75 percent
CPI .

115

TRI-COUNTY COURT REPORTERS 805.963.3900






© 00O ~N o o1 B~ O w NP

ST R R S e e S N e e e o e
g B W N P O © O ~N O O A W N -k O

WTNESS: In addition to the 75, which has
al ready been inposed and paid and no one is arguing
about that. Well, perhaps the homeowners are.

BY M. DAVI S

Q Automatic increase -- it's defined in the
ordi nance, right?

A | believe so.

Q Oh, yes it's 11A-5(a)(2). Now, the automatic
I ncrease, no natter what the time span, what the tine
period is, the autonatic increase is that which is
noticed to every honeowner as the annual increase. It
says that hereinafter G 11A-5(g), "The arbitrator shal
automatically allow a rent increase of 75 percent of the
CPl increase, hereinafter 'automatic increase.'"

A Yes.

Q Does that apply to the increase that
managenment noticed as the automatic CPl increase?

A In ny understanding, that is the automatic
| ncrease.

Q Yes. So one half of the autonatic increase
for fair return on investnent and increased operating
expenses it says you down have here, should that not be
one half of the autonmatic increase, as noticed by
managenent ?

A VWll, the CPlI increase is the whole of it, or
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| shoul d say 75 percent of CPlI, and the ordinance calls
hal f of it the automatic increase for fair return, and
It calls the other half the increase to cover expenses.

It's just nonmenclature, just a way of speaking
about it. It's what | consider a kind of an arbitrary
bi furcation of the whole amount. The whole amunt is 75
percent of the CPl for the relevant time period.

ARBI TRATOR:  And if |' munderstanding your
testinmony correctly, I'mjust going to pick a number, if
the 75 percent number was $100, that is what is going to
be inposed, but it's going to be described in two $50
| ncrenents.

WTNESS: That's right.

ARBI TRATOR: Because it's defined -- the $100
automatic increase is broken down within the ordinance
to have these two conponents which is sinply the way the
ordi nance divides it.

WTNESS: That's the way the ordinance divides
it. | mean there's no requirements in the ordinance
that park owners break it down into those two conponents
every year when they nake the -- when they do the CPI
adj ustnent and ask honeowners to pay it. There's no
requi rement at that stage that this breakdown occur.

The breakdown occurs when a park owner is

applying for increased expenses above the CPl [imt, and
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that's what we're | ooking at here on page 4.
BY MS. DAVIS:

Q Except the ordinance specifically says that
the park owner is allowed three increases by the
ordinance, and if the homeowners object, arbitrator wll
award the other two anyway. One, 75 percent of the CPI
which is the automati c annual increase; two, the fair
return increase of one half of the automatic increase;
and, three, the increase in operating expenses which is
one half of the automatic increase, which is 1.5 percent
of the CPI

A Right. And two other conponents, the excess
expenses and capital inprovements or anortized anounts.

Q Yes, but those have to be petitioned for
arbitration and arbitrated, don't they?

A Wl l, that's why we're here.

ARBI TRATOR: That's what we're here doi ng.
BY M5. DAVI S

Q Right. But the three conponents | just
menti oned coul d be accepted by the homeowners because
t he honeowners know that all three of those conponents
are aut horized by the ordinance and objecting to themto
be useless? Did | finally nake it clear?

A You know, |'mnot clear about the three. So

the ordinance all ows the passthrough of 75 percent of
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the CPl each year. That's one.

Not hi ng nore than that is allowed unless and
until a park owner comes forward, as the park owner has
now conme forward, wth excess expenses, both in the
per manent category and in the tenporary category, and
that's exactly what is happening here.

Q Actually, Dr. St. John, if the homeowners do
not object to the rent increase, arbitration doesn't
have to happen. That is the point | was trying to make.

A | see.

Q So did we tal k about why you chose -- it seens
very time consumng and difficult to create a formula
fromthe ordinance. Wy didn't you use your traditional
MO formula to begin with? | nean, just to pass it by
us.

A Well, it seems to me that we should follow the
ordi nance as closely as we can, so that's what | have
done.

Q | suppose that's for his Honor to decide. The
homeowner s di sagr ee.

ARBI TRATOR: Are you suggesting that the park
owner and his econom st are to ignore the ordi nance and
what it requires and do sonmething else that's nore
traditionally done in other parts?

M5. DAVIS: No, what |'m saying, your Honor,
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             1                   Santa Barbara, California



             2                   Friday, February 10, 2017



             3                           9:00 a.m.



             4                           --oo0oo--



             5



             6             ARBITRATOR:  On the record.



             7             We're back on the record in the case of In Re:



             8   Nomad Village Mobile Home Park.  It is a proceeding



             9   under the Santa Barbara County Mobile Home Rent Control



            10   Ordinance.



            11             Let's do formal appearances for the record.



            12             Ms. Davis, state your name for the record,



            13   please.



            14             ARBITRATOR:  And your address, please.



            15             MS. DAVIS:  4326 Calle Real, Space 133, Santa



            16   Barbara, California 93110.



            17             ARBITRATOR:  Thank you very much.  Nice to



            18   have you here.



            19             And Ms. Hamrick.



            20             MS. HAMRICK:  I'm Ms. Hamrick.



            21             ARBITRATOR:  Ms. Hamrick, state your full name



            22   for the record, and give us your address.



            23             MS. HAMRICK:  Deborah Hamrick, 1174 Acadia



            24   Place, Ventura, California, 93003.



            25             ARBITRATOR:  You are an attorney or not?
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             1             MS. HAMRICK:  No, I'm a homeowners



             2   representative.



             3             ARBITRATOR:  A homeowners representative.



             4   Thank you very much.



             5             For the respondent, please.



             6             MR. BALLANTINE:  Yes, good morning, your



             7   Honor.  I'm James Ballantine representing the respondent



             8   park management of Nomad Village Mobile Home Park, which



             9   consists of Waterhouse Management Corporation, the



            10   management company operating the park, and Lazy Landing,



            11   LLC, the park owner.



            12             ARBITRATOR:  Okay, thank you very much.  Nice



            13   to have you here.



            14             Procedurally, what do we have before we get



            15   back to the cross-examination of Dr. St. John?



            16             MR. BALLANTINE:  Your Honor, I'd also like to



            17   reintroduce, your Honor, Mr. Ken Waterhouse, the



            18   president of the park management company and park owner.



            19             ARBITRATOR:  Nice to see you again, sir.



            20             MR. BALLANTINE:  In fact, we're not planning



            21   to be calling him.



            22             And Dr. St. John, who was here before, is here



            23   as well.



            24             ARBITRATOR:  I wasn't sure if you were going



            25   to be Skyping in today or seeing you in person.  Nice to
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             1   have you back.



             2             MR. BALLANTINE:  No, no, our preference was



             3   always to have him live and in person.



             4             So your Honor, procedurally, I think your



             5   Honor was correct, where we left off was Mr. Allen was



             6   cross-examining Dr. St. John.  Some questions came up



             7   about his analysis.



             8             Your Honor, in particular, asked that



             9   Dr. St. John take a look at his analysis, in particular



            10   with respect to the application to the ordinance, the



            11   Santa Barbara County Rent Control Ordinance that we are



            12   opening under.



            13             He's done some further analysis.  He's got a



            14   couple of exhibits.  I forwarded those exhibits, I



            15   think, to everyone, although we've got hard copies here.



            16             I believe procedurally, because of that break



            17   and that question, the appropriate thing to do would be



            18   to reopen direct examination so Dr. St. John can talk



            19   about those exhibits and then be cross-examined on the



            20   exhibits and then anything else that the homeowners want



            21   to cross on.



            22             ARBITRATOR:  Please give the exhibits to our



            23   clerk so that I can have them.



            24             MR. BALLANTINE:  Sure.



            25             And I sent them to the homeowners, but would
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             1   you like a hard copy.



             2             MS. HAMRICK:  No, we're fine.



             3             ARBITRATOR:  You can continue the



             4   cross-examination and then have redirect based on what



             5   was re-reviewed, but I think for time efficiency, it



             6   would be better to let him reopen, finish the direct and



             7   then complete crossing thereafter.



             8             Any problem with that, Ms. Hamrick?



             9             MS. HAMRICK:  No, no problem.  The homeowners



            10   are requesting now to speak with Mr. Waterhouse again.



            11             ARBITRATOR:  Privately?



            12             MS. HAMRICK:  No, on the record.  There were



            13   more questions after Tony Allen's cross-examination of



            14   Mr. Waterhouse, and Ms. Davis has some questions that



            15   she was hoping to ask as well.



            16             MR. BALLANTINE:  Ms. Hamrick had mentioned



            17   that to me Tuesday.  We saw each other.  And her



            18   representation was she had a couple of -- the homeowners



            19   had a couple of questions for Mr. Waterhouse.



            20             What I said at that time was I thought that



            21   Mr. Waterhouse was completed with his examination and



            22   cross-examination and had essentially been released as a



            23   witness, so my position was that we're done.  I did



            24   offer accommodation if they would let me know what



            25   questions they had, maybe that was a battle we didn't
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             1   need to have.  I got an e-mail from Ms. Hamrick



             2   yesterday saying they wanted extensive, several hours of



             3   questioning of Mr. Waterhouse which, although I haven't



             4   been told what the topic is, I don't think that's



             5   appropriate.  So that's our position.



             6             In any event, we're ready to proceed with



             7   Dr. St. John at this point in time.  I think that will



             8   cover all issues that are relevant to this proceeding,



             9   maybe we can take up the issue of Mr. Waterhouse at that



            10   point in time.



            11             ARBITRATOR:  Ms. Hamrick?



            12             MS. HAMRICK:  It's imperative that everything



            13   is on the record as soon as possible because anything



            14   that's not on the record cannot be used as evidence



            15   moving forward, so it's imperative that we get to



            16   cross-examine Mr. Waterhouse, if possible, today.



            17             ARBITRATOR:  Procedurally, the examination of



            18   Mr. Waterhouse was complete at the last hearing.  We'll



            19   deal with that.  We're going to begin today with



            20   Dr. St. John and complete his examination and then I'll



            21   hear argument as to why that should be reopened.



            22             MS. HAMRICK:  Thank you.



            23             ARBITRATOR:  That's the way I prefer to go.



            24             So with that, I have Exhibit 45 in front of me



            25   and Exhibit 47, is that correct?  46 and 47 -- 45, 46,
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             1   47 and 48, and I believe the homeowners have received



             2   those documents, is that correct?



             3             (Park Owner's Exhibits 45 - 49



             4             marked for identification.)



             5             WITNESS:  Yes.



             6             MR. BALLANTINE:  Yes, we sent those Monday, I



             7   think, several days ago, at least.  Also, your Honor,



             8   there's a 49.  They are all very short exhibits.  It's



             9   45 through 49, inclusive.  Forty-nine should be the last



            10   page in the clip there.  It's a single --



            11             ARBITRATOR:  I have it.



            12             MR. BALLANTINE:  And I'll be examining



            13   Dr. St. John on these.  He prepared all of these



            14   documents, and they are along the lines of what he



            15   prepared before with a little bit of refinement that



            16   we'll tell your Honor about.



            17             ARBITRATOR:  With regard to having



            18   Dr. St. John -- the whole point of continuing, other



            19   than running out of time, was that Dr. St. John was



            20   going to do some further calculations based on some



            21   questions that Mr. Allen had asked him.  I think



            22   cross-examination further without getting that evidence



            23   on record and in front of me as the arbitrator, should



            24   be done and then cross-examination can be contiguous.



            25             Do you have any problem with that, Ma'am?
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             1             MS. HAMRICK:  No, that's fine.



             2             ARBITRATOR:  Thank you.



             3             You can reopen and take Dr. St. John through



             4   whatever is new and different from when we were last



             5   here on the 18th of November.



             6             MR. BALLANTINE:  Perfect, thank you very much.



             7             ARBITRATOR:  Dr. St. John, I remind you you



             8   remain under oath.



             9             WITNESS:  Yes.



            10             ARBITRATOR:  You may enquire.



            11



            12                       MICHAEL ST. JOHN,



            13               having been previously sworn, was



            14              examined and testified as follows:



            15



            16                 DIRECT EXAMINATION (resumed)



            17   BY MR. BALLANTINE:



            18        Q.   Dr. St. John, we're picking up from last time.



            19   Since last time have you done some further analysis?



            20        A.   Yes, I did.



            21        Q.   Could you give us a little bit of an overview



            22   of what the analysis that you did was and then we'll go



            23   into the specifics.



            24        A.   Right.  Following the hearing in November, I



            25   went back and read the ordinance really carefully.  As
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             1   we said last time, it's a little different from other



             2   ordinances.  I have never seen a fair return method



             3   quite like this.  It's analogous to what we call the



             4   MNOI method, but it's not quite the same.  So I did



             5   return to the ordinance, read it really carefully and I



             6   think I've got it down now, and I can explain in a



             7   moment why I think that.



             8             ARBITRATOR:  Okay.



             9   BY MR. BALLANTINE:



            10        Q.   And to do a little bit of overview, you



            11   initially prepared fair return calculations with respect



            12   to the notice of rent increase that's at issue in this



            13   case, correct?



            14        A.   Yes.



            15        Q.   And that notice of rent increase was dated



            16   March 31, 2015; does that sound about right?



            17        A.   Sounds about right.



            18        Q.   Without going into the details, but just to go



            19   through a couple of time periods to get us all kind of



            20   oriented, I'll represent that notice of rent increase



            21   went out on that day and was effective July 1, 2016.



            22        A.   That's what I recall.



            23        Q.   Okay, good.



            24             So was it the case, then, that when you



            25   prepared the fair return analysis, you did it in,
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             1   essentially, around March of 2015 -- excuse me, around



             2   March of 2016?



             3        A.   February-March 2016.



             4        Q.   And in order to do the fair return analysis,



             5   one of the methodologies you employed was comparing two



             6   years, two financial and calendar years of the park's



             7   operations, correct?



             8        A.   Yes.



             9        Q.   And you used 2010 and 2015?



            10        A.   Yes.



            11        Q.   And 2015 you selected because it was



            12   appropriate because it was the most recent complete



            13   year?



            14        A.   At that time, it was the most recent complete



            15   year.  I mean selecting a base year and comparison year



            16   is entirely standard.  It's exactly the way we did it in



            17   the previous case that ended with 2010, and in this case



            18   we begin with 2010 and end with 2015.



            19        Q.   And one of the principles for doing this



            20   thing, the comparison, is generally you look for your



            21   comparison, as your base year, you look for, generally,



            22   the most recent year, correct?



            23        A.   Yes.



            24        Q.   Now, since that time, you've been able to look



            25   at -- well, since that time, 2016 has essentially come
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             1   to an end and close, correct?



             2        A.   Yes.



             3        Q.   And since last March, when you did this



             4   analysis, did you also look at some 2016 information as



             5   well?



             6        A.   Well, it did.  I seemed to me it might be



             7   interesting and useful since we -- since the hearing was



             8   going to be today and the books of record were closed at



             9   the end of 2016 for 2016, we were able to do the



            10   analysis using 2016 as a comparison year.



            11        Q.   Okay.  In all cases, what we're essentially



            12   doing is looking at the fair return analysis to see if



            13   it supports the notice of rent increase and the



            14   calculations supporting the notice of rent increase



            15   which are Exhibit 2, is that correct?



            16        A.   Yes.



            17        Q.   Okay.  So essentially you looked at 2015 and



            18   2016 in the analyses that you have done that you're



            19   going to tell us about today?



            20        A.   That's right.



            21        Q.   Okay.  Let's look at, then, Exhibit 45.  I



            22   believe Exhibit 45, that's the analysis related to 2015?



            23        A.   Yes.



            24        Q.   Okay.  And it's got some -- the first three



            25   pages have some, essentially, income -- well, the first
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             1   page has some income analysis, and then the next two --



             2   the rest of page 1 and 2 and 3 have some expense



             3   analysis, correct?



             4        A.   Yeah, that's correct.



             5        Q.   And so tell us about that a little bit.  Or



             6   let met -- maybe the fastest question is, is this



             7   analysis identical or at least extremely similar to the



             8   analysis that you had done that you presented at the



             9   last hearing related to 2010 comparing with 2015?



            10        A.   Yeah, it is similar to it.



            11        Q.   Okay.  So since we've been through that but



            12   it's been a few months, give us a very abbreviated



            13   summary of what those pages 1 through 3 relative to the



            14   income and expense analysis and comparison of 2010 and



            15   2015 entail and then we'll get to the specifics after



            16   that.



            17        A.   Sure.  So columns F and G are the books of



            18   record, which are in the record.  This is simply the



            19   income-and-expense statement prepared by Waterhouse



            20   Management for Nomad Village for 2015 and 2010.



            21        Q.   And is the book of record, the document and



            22   the data that you used as a profit-and-loss statement?



            23        A.   Well, profit-and-loss statement, yes, backed



            24   up by the general ledger which has all the details.



            25        Q.   Correct, okay.
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             1        A.   So columns F and G should be identical to



             2   columns F and G in the original submission.



             3             The only difference -- well, let me then



             4   mention columns I and J are what is called the MNOI



             5   analysis, or sometimes it's called the fair return



             6   analysis, and this takes almost all the numbers and



             7   simply accepts them as they are in the book of record,



             8   but there are some adjustments, all footnoted.



             9        Q.   Okay.  And I think one of the issues --



            10             ARBITRATOR:  For the benefit of the record,



            11   give us a definition of the acronym MNOI.



            12             WITNESS:  Oh, thank you, yes.  Maintenance net



            13   of operating income.  MNOI for short.  It is one of the



            14   most common methods of adjudicating rent increases used



            15   in California.  I believe it probably is the most



            16   standard method in California, and Santa Barbara County



            17   has what I would call a variant.  Santa Barbara County



            18   uses what I would call an expense pass-through method,



            19   meaning that the ordinance says that park owners should



            20   be able to pass through to park residents all expense



            21   increases.



            22   BY MR. BALLANTINE:



            23        Q.   And did you essentially do that in your



            24   analysis?



            25        A.   Yeah, that's what the analysis does.  I mean
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             1   this translation that we do between columns F and G and



             2   I and J is to adjust the books of record for things that



             3   shouldn't be included in a fair return analysis.



             4             I mean to take a very simple case, at lines 20



             5   and 21 there's some tiny amounts of bookkeeping issues.



             6   We don't include those, typically.



             7             And then more substantial are, for example,



             8   lines 11 and 12, and lines 37, 38, which are the



             9   utilities regulated by the PUC, the Public Utilities



            10   Commission, and it's standard in this type of analysis



            11   to simply ignore both the income and the expense for PUC



            12   registered utilities.



            13        Q.   Just so we're really clear as to what those



            14   utilities are because I think they can have a broader



            15   definition than the regulated ones, we're only talking



            16   about gas and electric, correct?



            17        A.   Correct.  So the water and sewer in this case



            18   of this park, the income and expense for water and



            19   sewer, although they are submetered and charged to the



            20   residents, those are still in the analysis, but the PUC



            21   items, gas and electric, are not included in the fair



            22   return analysis.



            23        Q.   All right.  And I think one of the things that



            24   you also corrected from the exhibit the last time is



            25   there was a mismatch on some of the footnotes that just
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             1   got out of sequence, I think, essentially.  Did you



             2   correct those?



             3        A.   I believe the footnotes are now correct.



             4        Q.   Okay.  Those pesky footnotes.



             5             And then when we were here before you



             6   presented essentially a document regarding or comparing



             7   2010 and 2015, and then doing an MNOI analysis with



             8   those numbers, correct?



             9        A.   That's right.



            10        Q.   Okay.  And so is the MNOI, or the numbers



            11   similar to or the same as your prior analysis?



            12        A.   They are almost the same, although I did make



            13   a few adjustments that may differ in small amount, but



            14   in the main, they are all the same.



            15        Q.   All right.  And I think once we get to the



            16   application for the ordinance we'll, maybe, see where



            17   that is.



            18             Since we're on page 1, let me ask -- and I may



            19   have asked you before but it's useful for us to have



            20   this in mind because this will carry through to the



            21   other analyses, tell us about the -- in the income, you



            22   made a fairly significant adjustment as an offset for



            23   2011 amortizations, and explain what that is and what



            24   you did and why you did it.



            25        A.   Right.  So in 2015 the park was losing
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             1   substantial amounts of income, $113,516.28 to be



             2   precise, which was reimbursing the park for



             3   amortizations from the prior case.  I mean for capital



             4   improvements and perhaps some other things from the



             5   prior case, which were being paid for gradually, and



             6   these are temporary space rent increases -- in other



             7   words, they will only endure for the time allotted



             8   for -- I'm trying to remember the time periods, but in



             9   any case, we have it on a different chart, but in any



            10   case these amounts will expire, and the reason they have



            11   to be -- the reason for this offset is that if those



            12   amounts are included in income, it will look in the fair



            13   return analysis like permanent income, which it isn't,



            14   and if it gets counted as permanent income, then we



            15   won't get the right answer.  Basically, we would deprive



            16   the park of those amounts which were authorized from the



            17   prior case.  So we simply take them out here so that the



            18   resulting number, which in this case happens to be -- I



            19   need my glasses --



            20        Q.   I take it we can read the resulting number,



            21   it's just the rental income minus the amortization, so



            22   that's the $616,000 and change?



            23        A.   Yes, I needed my glasses to read it, but yes,



            24   that's true, $616,512.  So that number, in other words,



            25   is the permanent income that the park is receiving from
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             1   residents.



             2        Q.   And then that goes to the issue that we'll



             3   be -- one of the issues we'll be talking about today,



             4   which is the difference between temporary and permanent



             5   rent increases, correct?



             6        A.   Yes.



             7        Q.   And would it be fair to say the amortizations,



             8   they all relate to temporary space rent increases?



             9        A.   That's right.



            10        Q.   And so in other words, that income will end at



            11   some point in time, actually probably fairly soon now?



            12        A.   Probably fairly soon now, from the prior case.



            13        Q.   From the prior case.  From 2011?



            14        A.   That's right.



            15        Q.   Okay.  Would it also be fair to say that a



            16   temporary -- the purpose of a temporary rent increase is



            17   to compensate a park owner for a defined and generally



            18   nonrecurring expense such as a capital improvement?



            19        A.   That's right.  That's exactly right.



            20        Q.   So for example, the park builds a new



            21   clubhouse, they're not doing that every year so that



            22   would be something they are entitled to get reimbursed



            23   for as a temporary rent increase to pay for that



            24   specific expense?



            25        A.   That's right.  And if we left those expenses
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             1   in your example for building a clubhouse, if we left the



             2   expenses in the analysis, that would really distort the



             3   analysis, so we don't.



             4        Q.   In other words, distort it by suggesting that



             5   that unusual expense is part of an ongoing operating



             6   income and expense picture and which would not be



             7   appropriate?



             8        A.   That's right.



             9        Q.   Okay.  So fair to say that one of the things



            10   you're looking at in your MNOI analysis is a comparison



            11   of ongoing operating expenses for the park?



            12        A.   Yes.



            13        Q.   So if we have something that's not -- that



            14   doesn't fall in that category, either on the income or



            15   the expense side as an ongoing operating income or



            16   expense, that that would be something you would want to



            17   remove from your MNOI analysis?



            18        A.   That's right.



            19        Q.   All right.  And by the same token, if we are



            20   talking about a rent increase for homeowners for an



            21   extraordinary or unusual expense, that is handled -- the



            22   methodology is to handle that through a temporary space



            23   rent increase?



            24        A.   That's right.



            25        Q.   All right.  And we're going to talk about
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             1   those temporary increases here, but I want to talk a



             2   little bit about that methodology.  So anyway, you told



             3   us why you removed in this case the $113,000.



             4             And let's go on.  Is there anything else you



             5   want to bring to our attention about the MNOI analysis



             6   on the first three pages of this Exhibit 45?



             7        A.   No, not really.  But maybe I should say that,



             8   looking at line 87 --



             9        Q.   That would be on page 2?



            10        A.   On page 2, uh-huh.



            11             -- you can see that the legal expense in



            12   2015 -- I'm sorry, in 2010 was $51,045, but in the fair



            13   return analysis that has been reduced to $72.  Just to



            14   comment, the reason for that is exactly what we said a



            15   moment ago, that the extraordinary expense of $51,000 in



            16   the base year shouldn't be included because it was not a



            17   recurring expense.  We don't spend $51,000 in legal fees



            18   in most years.



            19        Q.   Although now and then we do?



            20        A.   Now and then we do.



            21        Q.   Probably more than that, actually.  But that



            22   would be for unusual situations?



            23        A.   It would be unusual and not recurring, and



            24   therefore shouldn't be included in the fair return



            25   analysis.
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             1        Q.   If you include these unusual expenses -- for



             2   example, legal fees for a very expensive court case or



             3   arbitration proceeding -- what would be the effect in



             4   the ultimate rent analysis?



             5        A.   Well, the impact in the current year would be



             6   to augment the apparently justified space rent increase



             7   by a lot.



             8        Q.   So it would show a very high space rent



             9   increase entitlement?



            10        A.   Very high space rent entitlement.



            11        Q.   So from the perspective of a homeowner who



            12   presumably wants as low a rent increase as they can get,



            13   it's to their advantage to have something like that



            14   treated as a temporary increase rather than a permanent



            15   increase?



            16        A.   Right.  And I might just mention a footnote



            17   here, these lumpy expenditures for capital improvements



            18   or legal fees or anything of that nature, if they were



            19   to be included, the park owners could then choose the



            20   year of application strategically, and that does not



            21   make good sense and would not result in fair results.



            22   So the practice is to simply take them out of any year,



            23   as far as the fair return analysis, and treat them



            24   separately.



            25        Q.   Okay.  And when you say treat them separately,
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             1   how so?



             2        A.   Well, the other principle, the accompanying



             3   principle is, although taken out of the fair return



             4   analysis, they should not be ignored, and it doesn't



             5   really matter what year the capital -- let's take your



             6   example of building a clubhouse.  Let's say the costs



             7   occurred over two years.  It would make most sense to



             8   simply sum all the cost, amortize all of it and pass it



             9   on to -- ask residents to pay the amortized amount.



            10        Q.   As a temporary rent increase?



            11        A.   As a temporary rent increase over the



            12   appropriate time period.



            13        Q.   So if you take it out of the MNOI analysis



            14   and then you don't include -- if you take out what you



            15   call a lumpy expense, an unusually high expense, and you



            16   have indicated the protocol is to take it out of the



            17   MNOI analysis, correct?



            18        A.   Right.



            19        Q.   All right.  And then if you take it out of



            20   that analysis, then just based on that analysis, the



            21   park owner isn't getting any return on that expenditure,



            22   correct?



            23        A.   If you take it out and don't treat it



            24   separately, then the park owner wouldn't get any



            25   return --
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             1        Q.   Or any recovery?



             2        A.   Or any recovery, exactly, either return or



             3   recovery of that expense, and that could be



             4   contradictory to the principles that we follow here.



             5        Q.   Which are -- what are those principles?



             6        A.   The principals are that park owners -- let me



             7   put it the other way.  The principles are that the



             8   residents pay for all expense increases and for all what



             9   we're calling lumpy increases on an amortized basis.



            10        Q.   So that's why you take it out of the MNOI



            11   analysis for the purposes of a permanent rent increase,



            12   these lumpy expenses, but then you amortize them



            13   separately as a temporary rent increase?



            14        A.   That's right.



            15        Q.   So, for example, you pointed out here, you



            16   took out any comparison of legal fees, general legal



            17   fees on line 87 here, so you took them out of both --



            18   well in this case, both years, and you have your



            19   footnote 5 reference to that that's handled separately,



            20   correct?



            21        A.   Right.  When you say both years, actually



            22   there were no legal fees paid in 2015.  There were legal



            23   fees incurred in 2015, but they weren't paid in 2015 and



            24   therefore I didn't have to do an adjustment for 2015



            25   because the books of record didn't include any payments
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             1   for legal fees at that time.



             2        Q.   All right.  We'll see that in some other



             3   years, correct?



             4        A.   Oh, yes.



             5        Q.   And then would that be a similar thing if we



             6   go down to line 93, "Outside Services Consulting"?



             7        A.   Yes.  I believe this -- in 2010 this probably



             8   was paid to myself, to St. John & Associates.



             9        Q.   And that would have been related to analyses



            10   regarding the 2011 rent increase?



            11        A.   Exactly.



            12        Q.   And so the approach for that was to



            13   essentially seek reimbursement for those costs as a



            14   temporary rent increase, correct?



            15        A.   That's right.



            16        Q.   And in fact, was that awarded in the 2011 rent



            17   increase?



            18        A.   I believe it was.



            19        Q.   It was.



            20        A.   Yeah, I don't remember the details at this



            21   moment and I don't have the paperwork in front of me,



            22   but I think it was.



            23        Q.   Yeah, okay.



            24             All right, so let's go on to page 3.  So



            25   essentially, then, you have a total operating expenses
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             1   from the books of record and then as adjusted pursuant



             2   to your MNOI analysis, and we can see that here on line



             3   105, correct?



             4        A.   105, yes, the total operating -- operating



             5   expenses.



             6        Q.   Okay.



             7        A.   And then the income and expenses are



             8   summarized in lines 108 through 111.



             9        Q.   So tell us about lines 108 through 111.



            10   Actually, 107 through 111.



            11        A.   Okay.  Line 107 is simply the CPI numbers as



            12   generated by the Bureau of Labor Statistics.



            13        Q.   And what does CPI-W mean?



            14        A.   It means CPI wage earners -- I don't recall.



            15   It's CPI-W or CPI-U, just two different measures that



            16   the Bureau of Labor Statistics keeps, and it happens to



            17   be true that CPI-W is specified in the Santa Barbara



            18   County ordinance.



            19        Q.   Okay.  And that's what I was getting at.



            20   Good.  And so that's why you looked at that.



            21             Why is it there?  What is the importance of



            22   that CPI number here in this analysis?



            23        A.   You know, it doesn't have a purpose in this



            24   location.  It has a purpose on the next page.



            25        Q.   Okay.  But it is related to this analysis,
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             1   correct?



             2        A.   Right.  I was just summarizing all the data



             3   here, that's right.



             4        Q.   Okay.  So this is our summary of data that



             5   then becomes important in the analysis in 107 to 111,



             6   correct?



             7        A.   That's correct.



             8        Q.   So we've got the CPI-W which you'll tell us



             9   about, how it fits in in a moment, and then the space



            10   rent income, that's from above, correct?



            11        A.   Yes.



            12        Q.   And that was where you took out income that



            13   the park had that was not related to space rent,



            14   correct?



            15        A.   In 2015, I did that; 2010, I didn't have to.



            16        Q.   Okay.  And that included the amortization?



            17   Well, you did it in 2010, didn't you, because you would



            18   have had other income, other than space rent?



            19        A.   Oh, yes.  What I meant when I said we did it



            20   in 2010, I meant we didn't have to do an offset for



            21   amortization because there weren't any in that time.



            22        Q.   Correct.



            23        A.   They had not been awarded yet.



            24        Q.   Right.  So 2011 has the offset for the



            25   amortizations -- excuse me, 2015 has the offset for
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             1   amortizations?



             2        A.   Right.



             3        Q.   2010, you didn't have to do that, but with



             4   2010 and 2015 you've eliminated any income such as



             5   utility income or other income that is not rent income,



             6   correct?



             7        A.   That's right.



             8        Q.   And that does become relevant for a point



             9   raised by the homeowners last time?



            10        A.   Exactly.



            11        Q.   So that's what I wanted to kind of make clear



            12   here.



            13        A.   That's probably why I went back and made the



            14   two categories, the space rent income per se or the



            15   total income, which includes other things.



            16        Q.   Okay.  So just so we're clear, so space rent



            17   income here is all of the potential rental income of the



            18   park minus the amortization income?



            19        A.   That's right.



            20        Q.   Okay.  And then we can see the total operating



            21   expenses just relate to your MNOI numbers on line 105



            22   above?



            23        A.   It should just repeat those lines above.



            24        Q.   Okay.  And so then if we compare those, we get



            25   a net operating income, correct?
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             1        A.   That's right.



             2        Q.   And that is taking the space rent income and



             3   then deducting the operating expenses to get the net



             4   income?



             5        A.   Right.



             6        Q.   All right.  And then you've got a CPI-W, some



             7   CPI-W calculations below that, is that correct?



             8        A.   Yes.



             9        Q.   What are those?



            10        A.   Well, I was just curious as to how the



            11   increases in space rent income and total income and



            12   operating expenses compared to the CPI.  So line 113



            13   indicates that between 2010 and 2015 the CPI went up by



            14   8.3 percent.



            15        Q.   Okay.  And then below that we have our --



            16   those are the notes that we've talked about, correct,



            17   that we go back through the spreadsheet here and



            18   correlate those notes?



            19        A.   Right.



            20        Q.   All right.  Well, let's get to what I think is



            21   really the meat of this revised analysis, which is some



            22   clarification as to the application of the Santa Barbara



            23   ordinance to the numbers of this park.



            24        A.   Yes.



            25        Q.   So that's page 4?
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             1        A.   That's right.



             2        Q.   Okay.  And it says -- in fact, you have a



             3   heading that says "Rent Increase Following Method Set



             4   Out In Ordinance Section 11-5."



             5             Did you review section 11A-5 of the Ordinance?



             6        A.   Oh, yes.



             7        Q.   Carefully?



             8        A.   Many times.



             9        Q.   In your professional opinion, as an economist



            10   who prepares fair return analyses for mobile home parks,



            11   does the methodology that you have listed here on page 4



            12   track the specifications of the order?



            13        A.   Yes, it does.  I might just say, having



            14   figured it out, now understanding what the Santa Barbara



            15   ordinance is doing, it actually makes very good sense.



            16        Q.   All right, great.  Good to know.  So let's go



            17   through and you can explain exactly how it works here.



            18             So let's start with, you have an item No. 1,



            19   it says "CPI Base and Comparison Years."  So explain



            20   what that tells us.



            21        A.   Well, line 136 is simply again a recitation of



            22   what the CPI-W was in 2010 and 2015.  The next line



            23   does --



            24        Q.   And that's what was on the previous page,



            25   correct?
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             1        A.   Correct.



             2        Q.   So this is where it becomes very important to



             3   the analysis?



             4        A.   Right, now it makes a difference.



             5        Q.   All right.  And those are numbers -- you



             6   didn't make those up, you just went to the Department of



             7   Labor database and got those numbers?



             8        A.   That's true.  I think somewhere in the record



             9   the CPI spreadsheet that I downloaded -- I think we have



            10   it among the papers.  I cannot recall at this moment



            11   where, but I believe it's here in the records.



            12        Q.   I think you're right, and I think I can find



            13   it.  But I think the point that I wanted to make sure we



            14   were all clear on was the fact that you obtained those



            15   numbers from the Department of Labor database?



            16        A.   Oh, yes.



            17        Q.   It wasn't anything you calculated or



            18   generated, you just went and got them?



            19        A.   That's right.



            20        Q.   And again, that is something you're a pro



            21   with, essentially, right?  You work with CPI numbers all



            22   the time in preparing these analyses, correct?



            23        A.   I do this a lot.  Every case, generally



            24   speaking, I have to go to the BLS database and find out



            25   for whatever area we were working with, find out what
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             1   the CPI numbers are.



             2        Q.   So you obtained the correct numbers for this



             3   application?



             4        A.   I do believe I did.



             5        Q.   All right.  So tell us what these numbers,



             6   then, show as they apply to the ordinance?



             7        A.   Line 137 simply does a percentage calculation,



             8   and the CPI number itself increased by 8.3 percent



             9   between 2010 and 2015.



            10        Q.   Okay.  And then the next line says 75 percent



            11   CPI increase, and you have that at 6.3 percent, and I



            12   take it that's just a mathematical calculation -- in



            13   other words, 6.3 is 75 percent of 8.3?



            14        A.   That's right.



            15        Q.   And why did you do that calculation?



            16        A.   Well, the ordinance specifies that what's



            17   called the "CPI increase" or the "annual increase" that



            18   is allowable in Santa Barbara County should be 75



            19   percent of the CPI.  So for each space each year it's



            20   permissible to take a CPI increase.



            21             This aggregates all of these years, so the



            22   increases that were in fact taken in 2011, 2012, 2013,



            23   2014, and then in 2016 -- 2015 was skipped for reasons



            24   I'm not sure, but in any case, for all of those years,



            25   there was a CPI increase, and those increases were
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             1   smallish percentages, like 2 percent or something close



             2   to that, and in sum, over the whole period, it comes to



             3   6.3 percent.



             4             ARBITRATOR:  Just so I'm clear, we're going



             5   from 2010 to 2015, but on line 138, this is a sum,



             6   meaning addition, a sum of the increases that were



             7   imposed as permitted increases based on 75 percent of



             8   the CPI as permanent increases?



             9             WITNESS:  That's right.



            10             MR. BALLANTINE:  Correct.



            11             ARBITRATOR:  And that totaled over those



            12   years, 6.3 percent, whatever it was each year.



            13             MR. BALLANTINE:  No, total.



            14             ARBITRATOR:  With the exception of 2011 --



            15   apparently there was not an increase.



            16             MR. BALLANTINE:  Actually, your Honor, it's an



            17   aggregate total for all of those years.



            18             ARBITRATOR:  Aggregate total for all of those



            19   years, thank you.  That's what I was wondering.



            20             MR. BALLANTINE:  I wanted to make sure that



            21   that was clear.



            22             WITNESS:  It's an aggregate total for all of



            23   those years and an aggregate total for all of the



            24   spaces.  So here we're doing a park-wide calculation



            25   using the space rent.
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             1             ARBITRATOR:  I understand.



             2             WITNESS:  You got that?  Okay.



             3             ARBITRATOR:  I understand.



             4   BY MR. BALLANTINE:



             5        Q.   So we're talking about '10 to '15, inclusive,



             6   which is about six years, so it's really about -- 6.3



             7   percent is a little over a 1 percent increase per year,



             8   on average, right?



             9        A.   Yes, correct, on average.



            10        Q.   Essentially not very much.  We didn't have a



            11   lot of CPI.



            12        A.   Right.



            13        Q.   Okay.



            14             ARBITRATOR:  My grocery bill disagrees.



            15             MR. BALLANTINE:  Mine, too.  I don't know how



            16   that works, but somehow it does.



            17        Q.   So then, the next line, 139, base year rental



            18   income, that's simply a number from page 1?



            19        A.   Yes.



            20        Q.   Okay.  And that, again, is only rent?



            21        A.   That's only rent.



            22        Q.   And that is only rent from 2010?  When you say



            23   base year, then, we're looking at 2010 for the $564,000,



            24   correct?



            25        A.   No, no, the 564 -- oh, yes, I'm sorry, it is.
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             1        Q.   Because that is the base year?



             2        A.   That is the base year, 564 is the base year



             3   rental income.



             4        Q.   All right.  Then the next line is



             5   "CPI-Justified Space Rent Increase."  What does that



             6   mean and how did you get that number?



             7        A.   Well, $35,286.16 is 6.3 percent of



             8   $564,327.09.



             9        Q.   So essentially what that number is basically



            10   saying, you take your 2010 base year rental income and



            11   you essentially figure out, if you went forward to 2015,



            12   then, that number would have to go up 6.3 percent?



            13        A.   That's right.



            14        Q.   Okay.  And that's what that number is, the



            15   $35,000 and change is the number that you need to add to



            16   the 564 for the 564 to go up 6.3 percent?



            17        A.   Yes.  And let me just explain at this point



            18   that, you know, Excel won't let you change the column



            19   headings up there, or at least I don't know how to do



            20   it, so it still says 2010 and 2015, but on this page,



            21   those dates are kind of irrelevant because the column J



            22   that has 2015 up there, these are calculated numbers and



            23   they don't really have anything to do with the year



            24   specifically.



            25        Q.   Okay.  So in other words, really, for the
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             1   purpose of page 4, we should disregard the headings on



             2   lines 3 and 4?



             3        A.   That's right.  If I had known how to take them



             4   out of just page 4 and leave them in pages 1, 2 and 3, I



             5   would have done that, but I don't know how to do that.



             6        Q.   I understand.  I think the new version --



             7             ARBITRATOR:  My grandchildren know how to do



             8   it.



             9             WITNESS:  Right.



            10             So can I just go on to explain that the number



            11   to the right in the column headed 2015 where it says



            12   $19.73.



            13   BY MR. BALLANTINE:



            14        Q.   Let's just use the J.



            15        A.   Thank you.



            16        Q.   We can disregard the lines 3 and 4.



            17        A.   Right.  I'm going to line it out so I won't



            18   say it again.



            19             So in column J, the $19.73 is $35,286.16



            20   divided by 12, for 12 months, and 150 for 150 spaces.



            21        Q.   Okay.



            22        A.   And what that means is, and this gets a little



            23   tricky, what this means is that, on average, residents



            24   were asked to pay an additional $19.73 between 2010 and



            25   2015.  Those increases came in increments, and the
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             1   increments were not the same for all the residents



             2   because the residents have different base rents, and



             3   when the annual CPI figure is multiplied by .75 and then



             4   applied to each resident's space rent separately, then



             5   an amount is generated and it comes out.



             6             I need to do this on a park-wide basis, so I'm



             7   doing it in aggregate for all of the park, but this



             8   $19.73 would therefore be kind of an average.  In other



             9   words, some park owner might say, Wait a minute, no, I



            10   did the math, I didn't pay 19, I paid $21.03.  And my



            11   answer to that would be, Yes, because your base rent is



            12   slightly higher and therefore the calculation --



            13             ARBITRATOR:  And somebody two spaces down



            14   would have paid $13.65 or some other number.



            15             WITNESS:  Exactly, but on average $19.73.



            16   BY MR. BALLANTINE:



            17        Q.   And I want to clarify something.  I think his



            18   Honor understood it, Dr. St. John, but I believe you



            19   said "some park owner may say that."  You meant



            20   homeowner?



            21        A.   Did I say "park owner"?



            22             ARBITRATOR:  I understood it to be



            23   "homeowner."



            24   BY MR. BALLANTINE:



            25        Q.   I wanted to clarify.  It was clear to me that
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             1   you did, but I want to be sure it's clear in the record.



             2             And, Dr. St. John, in order to do the analysis



             3   for us, I take it, then, you in fact take a park-wide



             4   average, as you've done, correct?



             5        A.   I believe so.  It is the way I think it was



             6   intended.



             7        Q.   And it's really the only way to do it under



             8   the ordinance, correct?



             9        A.   Certainly the only way I can imagine doing it,



            10   right, exactly.



            11        Q.   So that gets us, a total number, the $19.73,



            12   that gives you a total number of what the space rent



            13   increase should be at 75 percent of CPI over the



            14   relevant period, correct?



            15        A.   Yes.



            16        Q.   Okay.  So essentially using this methodology



            17   is essentially time or year neutral.  In other words,



            18   whatever year that we chose to be the target year and



            19   the -- the base year and the target year, you're going



            20   to get the same result.  The numbers may be different,



            21   but the methodology is going to result in the same



            22   result?



            23        A.   That's right.  I mean, right, the --



            24             ARBITRATOR:  Not necessarily the same number



            25   but the same result.



                                                                            39

�











             1             MR. BALLANTINE:  Right.  The number being



             2   different because you're doing a different period, but



             3   the result should be the same.



             4        Q.   In other words, I guess what I'm asking, if we



             5   did this every year and did an analysis doing it every



             6   year, we'd get, obviously, a different number because we



             7   only have one year to factor.  If we did it over five or



             8   six years, it's the same thing, it's just going to be a



             9   bigger number, but essentially the methodology is the



            10   same, correct?



            11        A.   Yeah, yeah, the calculation would be the same.



            12        Q.   I think that's important.



            13             So let's go on, then, to how this works.  Then



            14   you have "One half CPI-justified increase equals fair



            15   return on investment."



            16             And then you have similar comment on No. 2,



            17   that says "One half CPI-justified increase against cost



            18   increases."



            19             So tell us about that, why you did that and



            20   how that is dictated by the ordinance.



            21        A.   Well, that's exactly what the ordinance,



            22   Section 1185, says to do.  It says that the arbitrator



            23   is to award the one half as a fair return on investment,



            24   and the other half, equal half, against cost increases.



            25        Q.   Okay.  And when you say the other half, the
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             1   other half of the CPI-justified increase?



             2        A.   That's right.



             3        Q.   So essentially, again, you've told us about



             4   the CPI-justified identified space rent increase, that's



             5   the $19.73, then, I take it, so these two numbers are



             6   just mathematically 50 percent --



             7        A.   50 percent of, right, just cutting those



             8   numbers in half.



             9        Q.   Okay.



            10        A.   And once again, those amounts, all of them,



            11   everything we've spoken about up to now is embedded in



            12   the rents, has been embedded in the rents.  Increments



            13   of these amounts have been embedded in the rents that



            14   the homeowners are asked to pay since 2010.



            15        Q.   Okay.  So, then, let's go on to No. 3 and then



            16   we can see how those relate back.



            17             What's No. 3?  It says "Base year operating



            18   costs."



            19        A.   Right.  This gets to the heart of it, really.



            20   This gets to what I referred to before as an expense



            21   pass-through method.



            22             So the base year operating costs came to



            23   $440,000 and change; the comparison year operating



            24   cost -- that means 2015 operating cost came to $523,000



            25   and change, so the difference between the two is
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             1   $83,000.48.  So this means that the park owner spent



             2   $83,000.48 more in legitimate adjusted expenses in 2015



             3   than in 2010.  So this $83,000 figure is an overall



             4   expense increase amount.



             5        Q.   Okay.  And again, those numbers, the



             6   comparison, your operating costs and the increase, we



             7   just get those from up above, pursuant to the MNOI



             8   analysis that you did regarding the expenses, correct?



             9        A.   That's right.



            10        Q.   So the $83,000 is essentially just a



            11   mathematical comparison that is taken.



            12        A.   Right, just -- right, it's just math, we just



            13   are subtracting the base year cost from the comparison



            14   year cost and recording the numbers.



            15        Q.   All right.  And then this does get to the



            16   heart of the matter.  What does this excess over No. 2



            17   mean?



            18        A.   The ordinance says that the increased



            19   operating costs, $83,000, should be awarded -- let me



            20   put it differently.



            21             The amount by which the increased costs exceed



            22   the one half of the CPI-adjusted increase should be



            23   awarded as -- we can call it extra expense increases.



            24   So in other words, some of the expense increases are



            25   already covered under the ordinance by what we've called
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             1   the CPI increase.  But the rest has never been covered.



             2             So the $65,357.40 per year that is uncovered



             3   or uncompensated for and the ordinance says that it



             4   should be, and therefore to move to line 149, if we



             5   allocate that $65,000 on a per-month, per-space basis,



             6   it comes out to $36.55, meaning that homeowners can



             7   justifiably be asked to pay an additional $36.55 per



             8   year permanently --



             9        Q.   You mean per month?



            10        A.   I mean per month, thank you.



            11             -- permanently, in order to compensate the



            12   park owner for these increased costs.



            13        Q.   Okay.  So that would be a permanent rent



            14   increase, correct?



            15        A.   That would be a permanent rent increase.



            16        Q.   And a permanent rent increase to cover



            17   essentially regular ongoing operating costs of the park?



            18        A.   That's right.



            19        Q.   All right.  And I take it as an economist,



            20   would it be fair to say that it doesn't surprise you



            21   that we come up with a number under 3 -- that is, we



            22   come up with some sort of a justified space rent



            23   increase?



            24        A.   That's correct.  It certainly doesn't surprise



            25   me.  For one thing Santa Barbara County uses this 75
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             1   percent figure, it's called "partial indexing," and I've



             2   spent the last 35 years arguing that partial indexing



             3   makes no good sense whatsoever and distorts these



             4   computations.  So from my point of view, this is one



             5   major reason why it's understandable that the expenses



             6   went up more than the CPI increase that's allowed.



             7        Q.   Right.  So essentially, laying it out nicely



             8   here on the spreadsheet, items 1 and 2, those



             9   essentially are collectively -- there are two halves of



            10   a whole, but the whole, essentially, under 1 and 2



            11   together combined is a partial indexing.  It's rental



            12   income that's increased at only 75 percent of CPI,



            13   correct?



            14        A.   That's right.  And another footnote, when I



            15   did this last year -- yes, last year, last spring -- I



            16   did it two ways.  I did it 100 percent indexing and 75



            17   percent indexing.



            18             But when I went back to the ordinance this



            19   time and looked really carefully, I decided that there



            20   was no point in doing the computations at 100 percent,



            21   the ordinance is perfectly clear, they want 75 percent,



            22   and therefore I didn't do 100 percent calculation here.



            23   It would have been extra, it would have been just more



            24   paper, it wouldn't have improved the analysis.



            25        Q.   Right.  Well, let's focus on what you did here
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             1   because it would really be irrelevant, correct?



             2        A.   It would be irrelevant.



             3        Q.   Because essentially the partial indexing



             4   problem is addressed by item No. 3?



             5        A.   Right.  I mean maybe I should put it -- thank



             6   you, that's helpful.  Maybe I should put it a little bit



             7   differently.



             8             The way the ordinance is structured at section



             9   11A-5 asks that we simply accept for the purposes of



            10   this analysis what did happen, and so that's what I did.



            11   What did happen is that the CPI increases as they



            12   occurred year by year by year were done at 75 percent.



            13        Q.   Of CPI?



            14        A.   Of CPI.



            15             So to presume anything different would be



            16   awkward and, in the end, not useful.



            17        Q.   Right.  And so essentially under items 1 and 2



            18   what we've got is we've got a period of time, 2010 to



            19   2015, where we're showing a rent increase that the park



            20   owner was entitled to get, and only that amount entitled



            21   to get at 75 percent of CPI -- in other words, less than



            22   full CPI -- and that's essentially what items 1 and 2



            23   tell us or come to, correct?



            24        A.   Yes.



            25        Q.   But the fact of the matter is, as the park's
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             1   going on over time and it's operating, we would expect



             2   that the actual expenses for the park's operations to be



             3   more in line with CPI, so in other words, we would



             4   expect the park operating expenses to be higher than



             5   just 75 percent of CPI?



             6        A.   Higher than 75, and in many parks higher than



             7   even 100 percent, actually, because there are costs that



             8   the park owners incur that tend to be greater than the



             9   cost increases that the general public experiences.



            10        Q.   And this is something you're speaking of as an



            11   economist who specifically is an expert at evaluating



            12   rent increases and cost increases in mobile home parks,



            13   correct?



            14        A.   Right.  I mean I've done a lot of these cases



            15   and I don't recall one where expenses didn't increase at



            16   least at the CPI.  I can say I've never, having done



            17   this for 30 years, I've never seen a case where the cost



            18   increases were less than CPI, and many cases where they



            19   are considerably more.



            20        Q.   Right.



            21             ARBITRATOR:  The CPI only considers certain



            22   categories.



            23             WITNESS:  That's right.



            24             ARBITRATOR:  And that doesn't necessarily



            25   apply to every business.
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             1             WITNESS:  It doesn't necessarily apply to



             2   every business.



             3             And parks, mobile home parks are subject to a



             4   lot of regulation, not just rent regulation, but



             5   regulation by the county authorities.  I mean we may get



             6   later into a case study about that, something about



             7   that, that it is very costly to comply and the



             8   management company does comply to the best of its



             9   ability, but these compliance costs tend to go up and up



            10   as our society gets more complex.



            11             ARBITRATOR:  Are we finished with 45?



            12             MR. BALLANTINE:  No, we have one other aspect



            13   to look at, but I think this can be quick, your Honor,



            14   because it really relates to another one.



            15             ARBITRATOR:  Please.



            16   BY MR. BALLANTINE:



            17        Q.   So essentially we take the base year operating



            18   costs and that comes up with a permanent rent increase



            19   pursuant to this analysis of $36.55, correct?



            20        A.   Correct.



            21        Q.   And then the new capital expenses, tell us



            22   what that is.  I think we can do it pretty quickly.  I



            23   don't think we need to go through each item.



            24             In fact, let me just ask you the question.



            25   Does this just track what we saw on Exhibit 2 that was
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             1   the basis of the temporary rent increase?



             2        A.   Right.  There's no difference.



             3        Q.   Okay.



             4        A.   From then until now.



             5        Q.   All right.  So we'll talk about that more



             6   later when we look at Exhibit 2 again, but essentially



             7   what this number is showing, what this chart is showing



             8   is, this analysis you're just identifying a permanent



             9   rent increase of $36.55?



            10        A.   That's the main point.



            11             MR. BALLANTINE:  Based on that, we may have to



            12   revisit it on the temporary, but I don't think we will.



            13   We are done with this, your Honor.



            14             ARBITRATOR:  Okay.  I notice the bottom of



            15   page 4 it shows $36.55 permanent, seven-year amortized



            16   $56.29, and 15-year amortized $23.01.



            17             Where does that fit in where we're going?



            18             WITNESS:  Well, $56.29 is the sum of $44.15



            19   and $12.14 above, and the $23.01 is the sum of the two



            20   items on lines 153 and 154.



            21             ARBITRATOR:  Thank you.



            22             WITNESS:  I'm sorry it is not more



            23   transparent, but that's where it comes from.



            24             MR. BALLANTINE:  At some point, and this may



            25   be a good time to do it, or maybe after a break, maybe
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             1   it would be appropriate to take this page out and then



             2   compare it with Exhibit 2.  Exhibit 2 is the operating



             3   exhibit here today in terms of the rent increase.



             4   That's what was supporting the rent increase and that's



             5   what I think we're trying to justify to your Honor, and



             6   this is kind of the backup for that, so to speak.



             7             ARBITRATOR:  I've got that, the correlation



             8   between 45 and 2 in my notes.



             9             MR. BALLANTINE:  Okay, very well, and then



            10   further, basically the two, the $56.29 and the $23.01



            11   are straight out of Exhibit 2 for the temporary rent



            12   increase.  The only difference is the permanent rent



            13   increase is only about $30 so that the permanent rent



            14   increase that is requested and noticed in Exhibit 2 is



            15   several dollars less than this.



            16             ARBITRATOR:  I understand.



            17             MS. HAMRICK:  Okay.



            18             Is the respondent offering 45 into evidence?



            19             MR. BALLANTINE:  We are, your Honor.



            20             ARBITRATOR:  Any objection to 45 being



            21   received, Ms. Hamrick?



            22             MS. HAMRICK:  No.



            23             (Exhibit 45 received into evidence.)



            24             ARBITRATOR:  Very well, it is received.



            25             We're going to do the same laborious analysis
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             1   of 46, 47 and --



             2             MR. BALLANTINE:  Well, your Honor, hopefully



             3   we can take out the laborious part because we've done



             4   all the laborious.  I think that these two will go much



             5   quicker because it's essentially the same, just



             6   different numbers.



             7             And, your Honor, this may be a good place to



             8   break to give our court reporter a break.



             9             ARBITRATOR:  How are you doing?



            10             COURT REPORTER:  Oh, break or not, up to you.



            11   No problem.



            12             ARBITRATOR:  Another 15, 20 minutes?



            13             COURT REPORTER:  Sure.



            14             ARBITRATOR:  I'll note that Mr. McClure and I,



            15   we found out at the last session, both share an almost



            16   lifelong hobby of amateur radio, where he is licensed as



            17   KG6TCQ, and I'm licensed as K6EVQ.  We've never talked



            18   to each other on the ham radio, never met before this



            19   thing, but what a small world.



            20             MR. BALLANTINE:  Thank you, your Honor.  Thank



            21   you for the segue, then, I guess, to Exhibits 46 and 47.



            22        Q.   Dr. St. John, let's go through that.  I think



            23   we can go through it quickly.  Let me just summarize.



            24             Would it be fair to say that Exhibit 46 is



            25   essentially the very same analysis that we just looked
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             1   at for Exhibit 45 with the only difference was that you



             2   used the year of 2016 as the comparison year instead of



             3   2015?



             4        A.   Yes.



             5        Q.   And otherwise, the analysis is exactly the



             6   same?



             7        A.   It really is.



             8        Q.   And you use the same base year of 2015,



             9   correct, in both cases?



            10        A.   Yeah, same base year, different comparison



            11   year.



            12        Q.   Okay.  Very well.  And so I think we can go



            13   through this very quickly.



            14             Just note on page 1 here with the income



            15   you've got three line items that you are deducting,



            16   correct?



            17        A.   That's right.



            18        Q.   And does that include essentially -- well,



            19   essentially, in 2016 we had an event occur which was a



            20   rent increase which in fact is at issue here with a



            21   temporary -- with a component of a temporary



            22   passthrough, correct?



            23        A.   Yes.



            24        Q.   And you took those out, correct?



            25        A.   Yes.
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             1        Q.   And you took the full -- the permanent rent



             2   increase out as well?



             3        A.   That's right.



             4        Q.   All right.  And you did that because if we



             5   included it in -- we're trying to figure out what's



             6   justified and if we already included it, then it would



             7   indicate that it's not justified because we've already



             8   taken care of it, or part of it?



             9        A.   Exactly.



            10        Q.   And you also took out whatever was amortized



            11   carried over from the 2011 rent increase still?



            12        A.   That's right.



            13        Q.   Okay.  So let's just go to the page 4 of this.



            14        A.   Would it be useful -- I'm just wondering,



            15   would it be useful to mention at this moment that



            16   Exhibit 49 explains those three deductions.



            17        Q.   Let's go to 49 just real quick.  That's



            18   probably a quick way to handle it.



            19             Exhibit 49 is the spreadsheet entitled "Nomad



            20   Village Rental Income 2016."  Is this a spreadsheet you



            21   prepared?



            22        A.   Yes, it is.



            23             And let me just say, it was not easy to puzzle



            24   it out as to the amounts that have been paid during the



            25   year by the homeowners in these categories.
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             1        Q.   All right.  And the Santa Barbara County



             2   ordinance, one feature of it allows the park owner to



             3   start collecting the noticed rent increase 90 days after



             4   giving notice of the rent increase, correct?



             5        A.   Right.



             6        Q.   So since it started July 1, that is why we



             7   have some rent numbers starting in July, correct?



             8        A.   Yes, exactly.



             9        Q.   So from January to June, the numbers on your



            10   chart just relate to the 2011 increase, rent increase,



            11   correct?



            12        A.   I'm sorry, say that once again.



            13        Q.   For 2016, the entries for January to June just



            14   relate -- the adjustment numbers just relate to the 2011



            15   increase, rent increase?



            16        A.   Well, you know, I didn't -- I see that I



            17   didn't leave the column numbers on here.



            18        Q.   Right.  I'm just going to the months.  In



            19   other words, that's why -- January to June we don't have



            20   anything for any of the 2016 numbers because the rent



            21   increase had not started yet.



            22        A.   That's right, exactly.  Whereas the next



            23   column titled "2011 Temp" is the 2011 amortized amounts



            24   as collected in 2016.



            25        Q.   All right.  And so we're not too laborious, I
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             1   don't want to spend a lot of time on this exhibit, would



             2   it be fair to say essentially this is the calculations



             3   that back up your deductions from -- or exclusion of



             4   rental income that we see here on Exhibit 46?



             5        A.   That's right.



             6        Q.   I think that we don't have to spend time on it



             7   unless there's some questions.  So why don't we move on



             8   with Exhibit 46.  Unless there's something we should



             9   look at that's -- that you'd like to call our attention



            10   to for the analysis, I think we understand it, at least



            11   how you did it in 2015, so I'd like to go to the page 4,



            12   unless there's something we should look at before we go



            13   to page 4.



            14        A.   No, I think we can go to page 4.  Let me only



            15   say that I think the footnotes on page 3 are all correct



            16   and they do explain all of the deductions which in some



            17   cases are different from the deductions in the 2015



            18   case.



            19        Q.   Fair enough.  Were those essentially



            20   relatively minor, at least the ones that are specific to



            21   2016?



            22        A.   Yeah.



            23        Q.   Okay.



            24             ARBITRATOR:  So we're now on page 4 of Exhibit



            25   46?
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             1             MS. HAMRICK:  Yes.



             2             ARBITRATOR:  And we're through, at least for



             3   testimony purposes with Exhibit 49?



             4             MR. BALLANTINE:  Yes, your Honor.



             5             ARBITRATOR:  Is the respondent offering 49 in



             6   evidence?



             7             MR. BALLANTINE:  We are, your Honor.



             8             ARBITRATOR:  Any objection, Ms. Hamrick, to my



             9   receiving Exhibit 49?



            10             MS. HAMRICK:  Exhibit 49?



            11             ARBITRATOR:  Yes, we were just talking



            12   about --



            13             MS. HAMRICK:  No.



            14             MS. DAVIS:  Forty-six?



            15             ARBITRATOR:  They jumped ahead to 49 and we



            16   had some testimony on that and this is essentially a



            17   summarization of the calculations of rental income as



            18   set forth in Exhibit 46.



            19             MS. HAMRICK:  Well, homeowners object because



            20   we're not quite clear on these dates here.  We believe



            21   that this might be post the first date of the hearing



            22   and have costs that weren't noticed to the homeowners.



            23             ARBITRATOR:  Okay.  You can raise that issue.



            24   It doesn't make it inadmissible.  It might make it



            25   inaccurate but it doesn't make it necessarily
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             1   inadmissible.  Dr. St. John has testified these are his



             2   calculations summarizing what is in Exhibit 46.  If they



             3   are inaccurate, they may turn out to be and I may so



             4   find, but the issue is can it come into evidence so I



             5   can determine it?



             6             MS. HAMRICK:  Yes.



             7             (Exhibit 49 was received into evidence.)



             8             ARBITRATOR:  Thank you.  It's received.



             9             MR. BALLANTINE:  Thank you, your Honor.



            10             ARBITRATOR:  Let's go back to and go through



            11   page 3 -- I'm sorry, page 4 of Exhibit 46, which is, I



            12   believe, what Dr. St. John said you were going to now.



            13   He noted that his footnotes on page 3, footnotes 1



            14   through 11, were accurate, without going through each of



            15   them individually, at least on direct.



            16             MR. BALLANTINE:  Correct, that's an accurate



            17   summary, I think, of where we're at.



            18             ARBITRATOR:  Let's take a 10-, 15-minute break



            19   now.



            20             Any idea how much more time, any estimate that



            21   you have for your direct of Dr. St. John?



            22             MR. BALLANTINE:  I would say half an hour to



            23   an hour, probably closer to the half an hour unless I



            24   wind up being a little bit slower than I think I can be.



            25             ARBITRATOR:  All right, very good.  Let's take
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             1   15 minutes.



             2             (A short recess was taken.)



             3             ARBITRATOR:  All right, back on the record.



             4   In the matter of In Re:  Nomad Village Mobile Home Park.



             5   The representatives for the homeowners are present and



             6   the respondent is present.  We are still in the reopened



             7   direct examination of Dr. St. John, who is present.



             8             He's reminded that he remains under oath.  You



             9   can continue.



            10   BY MR. BALLANTINE:



            11        Q.   Dr. St. John, when we broke we were looking at



            12   page 4 of Exhibit 46.  I just want to finish up were



            13   that page.  Do you have it in front of you?



            14        A.   I do.



            15        Q.   All right.  Give us an overview of 46.  Is it



            16   similar to page 4 of Exhibit 45?



            17        A.   Yes.



            18        Q.   Is the analysis essentially the same?



            19        A.   Absolutely the same.



            20        Q.   And what does this document tell us?



            21        A.   Well, in the center following the No. 3, the



            22   section 3, it says that the permanent increase should be



            23   $43.35.



            24        Q.   We see that in line 152?



            25        A.   That's right.
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             1        Q.   Was that derived the same way as you explained



             2   in Exhibit 45?



             3        A.   Yes.



             4        Q.   So essentially the comparison of the 2016



             5   years, the increase cost in 2016 versus 2010 indicates a



             6   permanent rent increase of $43 would be justified?



             7        A.   Yes.  I mean that's analogous to $36.55 based



             8   on 2015.



             9        Q.   Okay.



            10        A.   And it stands to reason that, being another



            11   year, it might be a little higher, and the analysis



            12   shows that it is a little higher.



            13        Q.   Okay, very good.



            14             Let's go on, then, to the next exhibit, 47.



            15             ARBITRATOR:  Is 46 being offered now?



            16             MR. BALLANTINE:  Yes, your Honor, it is.



            17             ARBITRATOR:  Any objection to 46 being



            18   received?



            19             (Exhibit 46 was received into evidence.)



            20             MS. HAMRICK:  No.



            21             ARBITRATOR:  Thank you very much, Ms. Hamrick.



            22             You may continue.



            23   BY MR. BALLANTINE:



            24        Q.   And just to take care of this also, Exhibit



            25   48, very quickly, 48 is entitled a "Profit-and-Loss
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             1   Statement for Lazy Landing MHP, LLC, doing business as



             2   Nomad Village, through December 31, 2016."



             3             Was this profit-and-loss statement, was this



             4   the basis for your income-and-expense analysis in



             5   Exhibit 46 for the year 2016, the Exhibit 46 we just



             6   looked at?



             7        A.   Yes.



             8        Q.   All right.



             9             MR. BALLANTINE:  Your Honor, I would offer



            10   Exhibit 48 into evidence as well for that purpose.



            11             ARBITRATOR:  Thank you.



            12             Any objection to 48 being received?



            13             MS. HAMRICK:  No.



            14             (Exhibit 48 was received into evidence.)



            15             ARBITRATOR:  Thank you.  It's received.



            16             MR. BALLANTINE:  Thank you, your Honor.



            17        Q.   All right, we took care of that, so let's go



            18   back to Exhibit 47.  Exhibit 47 also covers the year



            19   2016, correct?



            20        A.   That's right.



            21        Q.   All right.  And then, I take it, it would be



            22   fair to say that the income and expense information is



            23   also based on Exhibit 48, the profit and loss?



            24        A.   Yes.



            25        Q.   And the recent, you have the rental
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             1   adjustments.  It's also based on 49 as we discussed



             2   before?



             3        A.   Yes.



             4        Q.   So tell us about Exhibit 47 and why you did it



             5   and what the difference is with Exhibit 46.



             6        A.   Well, I think the only difference appears on



             7   line 87, page 2.



             8        Q.   All right.  In fact, reading the title of this



             9   document, it says on lines 1 and 2 here on page 1,



            10   "Nomad Village fair return analysis, legal and



            11   consulting fees expense see lines 87 and 94."



            12        A.   Right.



            13        Q.   So 87, let's go to line 87, and you can



            14   explain what you did.



            15        A.   So line 87, you'll see that in column G of



            16   line 87 it's blank, and that's because the books of



            17   record in the -- the income expense statement does not



            18   include any legal expenses paid in 2016.



            19        Q.   You mean above the line?



            20        A.   I was just going to say.



            21             But below the line -- normally these analyses,



            22   we only use amounts that are above the line, and the



            23   books of record actually, as I recall, identify amounts



            24   below the line as being nonrecurring.  I don't have that



            25   document in front of me, I don't have 48 so I can't read
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             1   it.



             2        Q.   Well, let me give it to you.  Maybe we do want



             3   to look at 48.  So let me direct your attention to page



             4   2 of Exhibit 48.



             5        A.   Right.  So it says, in 6201, or category 6201



             6   it says -- for year-to-date it has $335,000 in



             7   nonrecurring legal fees.  So the way the books of record



             8   are kept, this amount is not included in net operating



             9   income, or in the normal expense increases, precisely



            10   because it's nonrecurring.



            11        Q.   And did the operator explain to you that those



            12   nonrecurring legal fees all related to this rent



            13   control-related litigation?



            14        A.   That's right, that's the explanation that I



            15   was given.



            16        Q.   And those were real dollars that were actually



            17   paid in the year 2016, correct?



            18        A.   That's my understanding.



            19        Q.   All right.  And as a matter of the books of



            20   record showed that due to the fact that those were



            21   incurred, that the park actually had a net loss of



            22   $134,000?



            23        A.   Well, now you're on page 3 --



            24        Q.   No, I'm still on page 2 of the -- I'm talking



            25   about the books and records.
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             1        A.   Okay.



             2             ARBITRATOR:  You're looking at the last



             3   numerical entries on the bottom of page 2 of Exhibit 48?



             4             MR. BALLANTINE:  Yes.  We lost it.  I had it



             5   in front of Dr. St. John again, but yes, we are, your



             6   Honor, yes.



             7        Q.   So my question was, with the legal fees



             8   incurred, the park showed a loss of $134,000?



             9        A.   That's right.  I might say with legal fees



            10   included and with interest expense included.  Interest



            11   expense is also what we call below the line.



            12        Q.   All right.  But that's real dollars, though,



            13   that the park actually did pay?



            14        A.   It did indeed, both of them are real dollars,



            15   so the park actually had, in cash terms, a $134,472



            16   loss.



            17        Q.   So essentially does that mean that the park



            18   owners, to close out 2016 they had to actually pay



            19   $134,000 into the park?



            20        A.   I'm not an accountant, but I believe so.



            21        Q.   I think the park owners remember doing that.



            22   I'm sure we can ask them.  I don't think we need to.



            23             All right, so let's go back to Exhibit 47, and



            24   we were just looking at line 87, I think, on page 2.



            25        A.   Right.  So in column J, page 2, Exhibit 47, I
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             1   put this $135,000 --



             2        Q.   $335,000?



             3        A.   $335,000, thank you, that is below the line in



             4   the book of record.  I put it here because -- so let me



             5   explain why.



             6             So the supposition here is what if someone



             7   were to tell us no, these amounts should not be



             8   amortized and paid in the manner we've recommended, that



             9   I analyzed and that I recommended, but rather these



            10   should be treated as an expense.



            11        Q.   When you say "these" --



            12        A.   The legal fees.  Because the legal fees -- one



            13   category of legal fees, $400,000, and we're proposing



            14   that it be amortized.



            15             If someone was to say, no, that's not the



            16   right way to do it, it should be treated as an expense,



            17   the main purpose of doing this 2010-2016 alternative



            18   analysis is to show that if it is to be an expense and



            19   that if a case were to be brought based on 2016, or if



            20   the current case -- if the 2016 numbers were to be used



            21   on that basis, it would make an enormously greater space



            22   rent increase.



            23             I'd like to just say I don't recommend that



            24   this be followed.  It's not the right way to do it, in



            25   my opinion, but I do think it's important that we know
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             1   that if legal fees are treated as an expense, then these



             2   amounts that I characterized as lumpy, it really



             3   distorts --



             4             ARBITRATOR:  They are calculated and accounted



             5   for in one year rather than amortized over whatever the



             6   amortization year is --



             7             WITNESS:  Thank you, your Honor.



             8             ARBITRATOR:  -- if I understand what you are



             9   saying correctly.



            10             WITNESS:  Yes, you are understanding.



            11   BY MR. BALLANTINE:



            12        Q.   And I think there's another element to it as



            13   well, that that also then leads to a permanent rent



            14   increase as opposed to one that goes for a limited



            15   duration of time and then phases out, correct?



            16        A.   That is correct.



            17        Q.   Because when we compare operating costs we do



            18   that to come up with the permanent rent increase?



            19        A.   That's right.  Exactly.  We're proposing that



            20   that amount be paid out on an amortized basis over seven



            21   years.  If it were to be done this way, it would be an



            22   enormously greater increase and, as you just said, it



            23   would be permanent.



            24        Q.   And just so we're clear, when we say the



            25   amount, the $335,000 is only a portion of the legal fees
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             1   that are at issue or the subject of the 2016 rent



             2   increase, correct?



             3        A.   That is correct.  The reason I used the



             4   $335,000 is that's the amount that happens to have been



             5   paid in 2016.  Someone else would have to say why those



             6   amounts were paid in that year as opposed to some other



             7   year, if it's important, but I simply used that number



             8   from the books of record, and if we treat it as an



             9   expense, then it has this outcome.



            10        Q.   Okay.  Let me ask you this way.  You've talked



            11   about the two ways it could be done, this way or the



            12   other way.  Would it be fair to say that, in your



            13   opinion as an economist in this area of regulatory



            14   economics, that you have got to do it one way or the



            15   other.  In other words, you can't just ignore the legal



            16   fees and expenses; otherwise the park owner doesn't get



            17   a recovery at all for that.



            18        A.   That's absolutely right.  That goes for



            19   capital improvements and it goes for legal fees and



            20   other large, unusual expenses.  That have to be handled



            21   one way or the other.



            22        Q.   All right.  So let's see what that -- oh, by



            23   the way, before we leave page 2, let me direct your



            24   attention to line 94 that you also referenced, and tell



            25   us what that is and what you did with that.
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             1             ARBITRATOR:  Which line, I'm sorry?



             2             MR. BALLANTINE:  Line 94, your Honor, again on



             3   page 2 of Exhibit 47.  I'm looking at line 94,



             4   referencing consulting.



             5             WITNESS:  Right.  So this is the same



             6   principle, that they simply left the consulting fees in



             7   the analysis, just as they were in fact paid in columns



             8   I and J.



             9   BY MR. BALLANTINE:



            10        Q.   And again, those were consulting fees that



            11   were incurred relative to the rent control proceedings?



            12        A.   Right.



            13        Q.   And rent increase calculations for the



            14   purposes of the rent control?



            15        A.   That's right.



            16        Q.   All right, good, thank you.



            17             So then let's turn to page 3.  And page 3 -- I



            18   think the only thing that I want to bring your attention



            19   to is line 113.  If I understand this correctly,



            20   essentially what this shows is that if you include the



            21   legal and consulting fees related to the rent



            22   proceedings in your income and expense or MNOI analysis,



            23   you show a net operating loss of $93,000 for 2016.



            24        A.   Correct.



            25        Q.   And so let's go to page 4.  Now, is page 4
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             1   similar to page 4 on the other two exhibits, 45 and 46,



             2   that we looked at a little while ago?



             3        A.   Yes.



             4        Q.   So it's essentially you're using those MNOI



             5   income and expense figures and applying them to the



             6   methodology dictated under the Santa Barbara County Rent



             7   Control Ordinance?



             8        A.   Yes.



             9        Q.   So essentially items 1 and 2 are just



            10   essentially just the CPI, 75 percent of CPI allocations



            11   that we discussed?



            12        A.   Yep.



            13        Q.   And then page -- or excuse me, No. 3, I guess,



            14   is then essentially where the -- where this -- having



            15   expense, the legal and consulting fees kind of shows up



            16   in the analysis, correct?



            17        A.   Yeah.  I mean that's what I would call the



            18   distortion occurs here, that the permanent space rent



            19   increase would be $208.81 per space per month forever,



            20   by this analysis.



            21        Q.   Okay.  It would be fair to say, though, this



            22   analysis is based on real dollars expended by the park



            23   in 2016, correct?



            24        A.   It is, absolutely.



            25        Q.   And then if we go down to No. 4, those are the
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             1   capital expenses that we had in the rent increase



             2   notice, correct?



             3        A.   Yes.



             4        Q.   The street paving and electric?



             5        A.   Right.



             6        Q.   But then for other amortized amounts,



             7   professional fees, those numbers are different, correct?



             8        A.   Well, the one on line 159 is different because



             9   I took the $135,000 out of what used to be $400,000.



            10        Q.   $335,000?



            11        A.   $335,000, thank you, $335,000 out of the



            12   $400,000 on the previous table on Exhibit 46.



            13        Q.   All right.  So that leaves only $65,000 to



            14   pass through as a temporary increase?



            15        A.   That's right.



            16        Q.   You'd have to deduct that, right; otherwise,



            17   if you left the $400,000 there, it would be essentially



            18   double recovery and that wouldn't be right?



            19        A.   That's right, it wouldn't be correct.



            20        Q.   All right.  So, then, if we go down the rest



            21   of the page, then, you have the same permanent rent



            22   increase calculated on item No. 3, and then there are



            23   two revised -- or the one revised temporary?



            24        A.   That's right.



            25        Q.   To get to a total justified increase of $251?
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             1        A.   Correct.



             2             ARBITRATOR:  Just so I'm clear, the amounts



             3   you have at the bottom, lines 166 through 170 of Exhibit



             4   47, that's simply an alternative analysis based on what



             5   you talked about a few moments ago, not what was being



             6   sought by the respondent in rent increases in this case?



             7             MR. BALLANTINE:  Correct.



             8             WITNESS:  That's right.



             9             MR. BALLANTINE:  Correct, it's to show --



            10             ARBITRATOR:  It's an alternative scenario



            11   saying if we did it this way this is what it would be,



            12   rather than that.



            13             MR. BALLANTINE:  Right.  And the reason why



            14   it's presented, we saw in the briefing the homeowners



            15   had raised a question, said legal fees are not a capital



            16   expense item, they are not a capital improvement to the



            17   park, you can't treat them as a temporary rent increase



            18   like you would a capital expense like building a



            19   clubhouse or the streets, and our comment is, well, if



            20   you don't do it that way this is what happens, it's real



            21   numbers spent, and that's why it's being presented to



            22   your Honor.



            23             ARBITRATOR:  An expense item rather than an



            24   amortization item.



            25             MR. BALLANTINE:  Exactly.  It shows it in
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             1   a number fashion, very analytical.  If you apply it to



             2   the exact same analysis, this is what the difference is.



             3             ARBITRATOR:  Is Exhibit 47 being offered?



             4             MR. BALLANTINE:  Yes, it is, your Honor.



             5             ARBITRATOR:  Thank you.



             6             Any objection to Exhibit 47 being received,



             7   Ms. Hamrick?



             8             MS. HAMRICK:  No.



             9             (Exhibit 47 was received into evidence.)



            10             ARBITRATOR:  Thank you very much.



            11             Then 45 through 49 have been received.



            12             You may continue.



            13             MR. BALLANTINE:  Thank you.



            14             So I think, your Honor gave a good segue to



            15   what I want to do, just so we're clear.



            16        Q.   Let's go to Exhibit 2.



            17             Dr. St. John, I want to just draw your



            18   attention to Exhibit 2.  It's in evidence, it's already



            19   been accepted.  We talked about it last time and so I



            20   don't want to go through this in detail because we



            21   already talked about it but since there's been a



            22   three-month break I do want to spend a moment with it



            23   just to orient ourselves here in light of the new



            24   information we have.



            25             Do you recognize Exhibit 2?
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             1        A.   Yes.  I prepared it.



             2        Q.   And this is the document on which the rent



             3   increase was based, the rent increase we're dealing with



             4   here today?



             5        A.   That's right.



             6        Q.   So can you tell us a little bit about this



             7   exhibit and how it relates to your analysis that you did



             8   for 2015 and 2016?



             9        A.   Well, this is based on 2015 as the comparison



            10   year, and this is simply a summary of what is in Table 1



            11   for 2015, and as originally presented, it summed to



            12   $108.61 per space.



            13             The categories 3 and 4 haven't changed.  The



            14   only thing that's changed in the new analysis is the



            15   permanent rent increase, category 1 at the top --



            16        Q.   Two?



            17        A.   Two, thank you, which was at that time $29.31,



            18   and in the current analysis, slightly revised analysis,



            19   it came to $36.55.



            20        Q.   And you're referencing Exhibit 45, the 2015



            21   analysis?



            22        A.   That's right.



            23             MR. BALLANTINE:  And, your Honor, so we're



            24   clear, we're asking for what has been noticed, not a



            25   different number but we're showing an analysis that
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             1   supports that number.



             2             ARBITRATOR:  I understand.



             3   BY MR. BALLANTINE:



             4        Q.   All right.  So if you do it the alternative



             5   method, somewhat alternative, slightly tweaked, maybe,



             6   is the best way to put it, or slightly updated, what you



             7   came out with before for permanent MNOI rent increase of



             8   $29.31, by doing the application under 45, that would



             9   actually support a $36.55 permanent rent increase,



            10   correct?



            11        A.   That's correct.



            12        Q.   And then if we go down to the temporary



            13   increases, and I just want to go through them quickly so



            14   we orient ourselves so what we talked about, item 3,



            15   "Capital Improvements and Expenses," tell us what that



            16   is and what you did.



            17        A.   Well, the streets were paved.  The cost of the



            18   paving was $274,629.



            19             The common area electric work was done.  The



            20   cost of that was $49,161.



            21             In both of those cases, the amortization was



            22   done at 9 percent over 15 years, and the results are



            23   shown both per month and then per space.



            24        Q.   So they show that they justify a temporary



            25   space rent increase of the numbers reflected?
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             1        A.   Right.  The total is $23.01 and it will last



             2   for 15 years.



             3        Q.   Let me ask you about those two things, just



             4   make sure I'm real clear.  The 15-year period for these



             5   two items of capital improvements and expense, did you



             6   select that number?



             7        A.   Yes.



             8        Q.   And did you do it based on your kind of review



             9   of the information that you had about these particular



            10   capital expense items?



            11        A.   Yes.



            12        Q.   And we reviewed those backup items before at



            13   the last hearing and I don't want to revisit that if we



            14   don't have to.



            15             But you did look at those -- the information



            16   about what was actually done, correct?



            17        A.   Yes.



            18        Q.   And in your professional opinion as an expert



            19   in this field of calculating rent increases, was 15



            20   years an appropriate number of years to use for this



            21   amortization?



            22        A.   Yes.



            23        Q.   Did that 15 years reasonably relate to the



            24   expected life of the improvements from an economic



            25   standpoint?
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             1        A.   Very, very roughly, yes.



             2        Q.   And within a standard of reasonableness, as an



             3   expert?



             4        A.   Yeah, I truly believe so.



             5        Q.   And similarly, the 9 percent rate, was that an



             6   appropriate rate to use for this amortization?



             7        A.   I believe it is.



             8        Q.   And again, is that based on your experience as



             9   an expert economist doing these types of calculations?



            10        A.   Yes.  I mean there's no exact number, it could



            11   be a little higher, could be a little lower.  There's



            12   probably a range of reasonableness.  I think the 9



            13   percent is middle of the range.



            14        Q.   And therefore, appropriate and reasonable?



            15        A.   Yeah, that's right.  I mean 9 percent by



            16   today's standards when interest rates are so low may



            17   seem to some people like a high rate of interest but if



            18   the park were to go out for a second mortgage to pave



            19   the streets, I believe they would pay 9 percent, that



            20   range.



            21        Q.   Maybe even more?



            22        A.   Maybe even more.



            23        Q.   Have you heard of hard money loans to mobile



            24   home parks in excess of 10 or 12 percent?



            25        A.   Yes.  I can't cite chapter and verse, but that
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             1   would not surprise me.



             2        Q.   All right.  So you applied those numbers, the



             3   9 percent and the 15 years, correct?



             4        A.   That's right.



             5        Q.   And you used your professional judgment to do



             6   so?



             7        A.   And 9 percent, by the way, was accepted in the



             8   last proceeding by all parties, so it seemed reasonable



             9   to accept that in this proceeding.



            10        Q.   Or at least it was accepted by the arbitrator



            11   repeatedly, correct?



            12        A.   Right, and by Mr. Barr, who was involved in



            13   that case.



            14        Q.   That's a good point.  All right, so then let's



            15   go to the second part, professional fees, and tell us



            16   about those.



            17        A.   Sure.  So the cumulative professional fees are



            18   recorded as $400,000, and a very rough estimate of the



            19   professional fees for this proceeding was $110,000, and



            20   applying the 9 percent and in this case a seven-year



            21   time period results in the per-month and per-space



            22   amounts shown on the chart.



            23        Q.   Let's talk about the amortization period, the



            24   seven years.  In your professional judgment, was that



            25   reasonable and appropriate?
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             1        A.   Yes.  It could be less, it could arguably be



             2   longer than that.  Seven seems reasonable.  Very



             3   roughly, it seems to me, that the amortization of legal



             4   fees for one proceeding should ideally expire before we



             5   have another proceeding, and park owners often do



             6   reapply in another case in five years or ten years,



             7   different periods, but a seven-year period seemed



             8   reasonable.



             9        Q.   That was the period accepted for professional



            10   fees amortization in the last arbitration?



            11        A.   That's right, it was.



            12        Q.   We've talked a little bit about Mr. Barr.  He



            13   was the expert called by the homeowners at the 2011



            14   proceeding, correct?



            15        A.   Yeah.



            16        Q.   And you were there?



            17        A.   I was there.



            18        Q.   And he works with the homeowners in these



            19   types of proceedings?



            20        A.   He does.



            21        Q.   All right.  Have you been at proceedings in



            22   which you've seen or heard Mr. Barr, or Dr. Barr,



            23   whatever he is, agree that a five-year amortization for



            24   professional fees is appropriate?



            25        A.   I can't recall that.  I wouldn't be surprised,
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             1   but I can't specifically recall him saying that.



             2        Q.   Do you recall being in Clovis in July and



             3   hearing him say that?



             4        A.   I cannot recall that particular thing from



             5   that case.  I was there.



             6        Q.   All right, let's see.  And so, then, tell us



             7   about the -- well, and these two items, the $400,000 to



             8   $110,000, again without going back to the exhibits, you



             9   did see documents that explained what those were for,



            10   correct?



            11        A.   Yes.  You mean like invoices and so forth?



            12        Q.   Yeah, summaries.



            13        A.   Right.



            14        Q.   And we marked them, they're in evidence and we



            15   don't need to look through them unless you need to.  But



            16   you looked through those and saw there were documents



            17   that supported those numbers?



            18        A.   There are documents that support those



            19   numbers.



            20        Q.   And we can look at those documents to see what



            21   period, for example, those fees related to?



            22        A.   Yes.



            23        Q.   Okay.  So going down the line, then, explain



            24   the summary of the increases and how we get to the



            25   total.
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             1        A.   Well, it's perfectly simple.  The permanent



             2   increase labeled "MNOI increase" is coming from the top,



             3   and that came from the original Table 1.  The variable,



             4   by the way, is the CPI increase, and this is a point I



             5   was making before.



             6             The CPI increases are computed by space,



             7   specifically for each space, and it depends on whatever



             8   the rent is for that space at the time that the increase



             9   is calculated, so they vary.



            10        Q.   And I guess the nomenclature would have been



            11   better to say 75 percent of CPI.



            12        A.   Correct.



            13        Q.   You meant the partial indexing?



            14        A.   Right, it's always 75 percent in Santa Barbara



            15   County.



            16        Q.   Yeah.



            17        A.   So that's the permanent part.



            18        Q.   The $29.31?



            19        A.   Well, the $29.31 plus the variable amount,



            20   whatever it is for each space, and it comes out to a



            21   variable amount that, roughly speaking, it would be



            22   $29.31 plus whatever it was for that particular space



            23   over that time period.



            24        Q.   And you've looked at the ordinance, correct?



            25   We talked about that.
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             1        A.   Yeah.



             2        Q.   And the 75 percent of CPI, that can't be at



             3   issue or in dispute in these proceedings, correct?



             4        A.   I don't think so.  Realistically, I don't



             5   think so.



             6        Q.   At least whatever that number is --



             7        A.   It shouldn't be in dispute.



             8        Q.   It's not something subject to having to ask an



             9   arbitrator to award?



            10        A.   That's right.  That's precisely true.



            11        Q.   I think we've resolved that dispute, but there



            12   could be a dispute as to what that number is, but once



            13   we all agree on what 75 percent of CPI is, then that's



            14   something out of the equation for something that the



            15   park owner has to ask the arbitrator for, is that



            16   correct?



            17        A.   Yes, that's my understanding.



            18        Q.   Okay, fair enough.  So that's kind of the out



            19   of the equation, but it's there.



            20        A.   Yeah.



            21        Q.   All right.  Tell us about the permanent



            22   increases and then temporary increases.  Is that simply



            23   the math from above?



            24        A.   Just the math.  I just did the addition.  So



            25   the item 3 -- the two item 3 figures are summed to get
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             1   to $23.01, and the two item 4 amounts are summed to get



             2   $56.30.  So the sum of all of these increases, not



             3   counting the variable, is $108.61.



             4        Q.   Okay.  And that was the amount of rent



             5   increase that was noticed, is that right?



             6        A.   Yes, that's right.



             7        Q.   Let me ask you a few questions about the



             8   backup on the electrical.  You looked at the electrical



             9   issue a little bit, is that correct?



            10        A.   Yes.



            11        Q.   And you've talked a little bit about the fact



            12   that expenses regarding the electrical under the PUC,



            13   there are certain things that you don't consider for a



            14   rent increase and there are certain things that you do



            15   consider, correct?



            16        A.   Yes, that's right.



            17        Q.   Can you explain that a little bit?



            18        A.   Well, roughly speaking, the PUC issue is that



            19   there's an agreement between the public utility and the



            20   park, that the park will submeter the gas and electric,



            21   electricity cost to the residents, and will charge the



            22   residents at the rates that the public utility charges



            23   everyone.  But the public utility charges the park a



            24   reduced amount in order to leave the park, in theory,



            25   with residual funds to maintain the system within the
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             1   park.



             2        Q.   Then let me ask you about common area because



             3   you talked about that before.  You included in your MNOI



             4   analysis a factor of expenses that the park incurs for



             5   common area expenses related to utilities, correct?



             6        A.   Right, right, that's lines -- back on Exhibit



             7   45, it's lines 38 and 40.



             8        Q.   Okay.  And why did you do that?



             9        A.   Well, as I explained before, we normally take



            10   the utility income and utility expenses out, at least



            11   the gas and electric income and expenses out.  But if we



            12   do that, then the common area electricity wouldn't be



            13   accounted for in any way, so we make an adjustment to



            14   add it back in, and the protocol that's been used in



            15   other cases is 10 percent, meaning that perhaps the



            16   utilities -- the common area utilities are 10 percent of



            17   the total.  There's no separate meter so there's no way



            18   to tell precisely, so 10 percent has been used as an



            19   estimate.



            20        Q.   And in your professional opinion, that's



            21   appropriate?



            22        A.   It seems to me it's appropriate.  I mean if



            23   someone who knew about electricity were to testify



            24   otherwise, I would probably defer -- I would defer to



            25   his or her authority in that area, but I haven't heard
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             1   that in this case or in other cases, so 10 percent has



             2   been used quite a lot.



             3             We've referred to Dr. Barr quite often.  I



             4   believe it's the case that it was his estimate in some



             5   case in the past that 10 percent would be true, and



             6   we've been using it ever since.



             7        Q.   All right.  So then let me circle around on



             8   the issue of the common area.  Would it be fair to then



             9   say in your professional opinion as an economist doing



            10   these analyses, that electrical expenses related to



            11   common area electric example, or common area aspects of



            12   the park are things that are subject to compensation to



            13   the park owner through rent increases?



            14        A.   That's correct.



            15        Q.   So let me give you a group of documents and



            16   ask you to look at them.  It's what we'll mark as



            17   Exhibits 50 to 53.  I'll ask you to look at those



            18   while --



            19             Your Honor, if I may approach and provide them



            20   to your Honor?



            21             ARBITRATOR:  Yes.



            22             MR. BALLANTINE:  I previously gave these



            23   documents to the homeowners today.  I think they have



            24   seen them well before this, as well.



            25             (Exhibits 50 - 53 were marked
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             1             for identification.)



             2             ARBITRATOR:  These are Exhibits 50 to 53.



             3             MR. BALLANTINE:  Yes, sir.  And I'll go



             4   through which ones they are.  I thought my office had



             5   done it so I apologize for the handwriting, but I wrote



             6   the numbers on each of them to avoid confusion.



             7             ARBITRATOR:  All right.



             8             MR. BALLANTINE:  For the record, I'll identify



             9   each of these and then I can talk about them.



            10             Exhibit 50 is entitled "Settlement Agreement



            11   Mutual Release."



            12             Exhibit 51 is entitled "Amendment to



            13   Settlement Agreement and Mutual Release."



            14             Exhibit 52 is a letter dated April 30, 2014,



            15   from the County of Santa Barbara Planning & Development



            16   Department to me.  It's a two-page letter.



            17             And then Exhibit 53 is a chain of e-mails



            18   involving the people of the Santa Barbara Planning &



            19   Development Department.  The first one is from Steve



            20   Mason, the assistant director of the department, to



            21   Massoud Abolhoda, the building official in Santa Barbara



            22   County.



            23             ARBITRATOR:  Do these involve settlement



            24   negotiations in the earlier case?



            25             MR. BALLANTINE:  No.  They involve a
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             1   settlement agreement not involving the other rent



             2   controls proceedings.  They involve a settlement



             3   agreement that led to the electrical work that was done



             4   pursuant to -- that's relevant to this proceeding.



             5             ARBITRATOR:  Okay.  It has nothing to do with



             6   the settlement agreement and settlement negotiations as



             7   to these parties in this case --



             8             MR. BALLANTINE:  No.



             9             ARBITRATOR:  -- or the other case?



            10             MR. BALLANTINE:  Correct.  Nothing to do with



            11   any settlement involving these two parties.



            12             ARBITRATOR:  Just wanted to make sure.



            13             MR. BALLANTINE:  Yes, your Honor.  Nothing to



            14   do with any rent proceeding whatsoever, nothing to do



            15   with the homeowners.  The park was a party to this.



            16             ARBITRATOR:  Let me just confirm with



            17   Ms. Davis.



            18             Ms. Davis, you folks have received these four



            19   exhibits, is that correct?



            20             MS. DAVIS:  Yes, your Honor.



            21             ARBITRATOR:  Okay, thank you.



            22             MR. BALLANTINE:  I guess I can offer them into



            23   evidence now before I talk about them.



            24             ARBITRATOR:  Any objection to these four



            25   exhibits being received, Ms. Davis.
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             1             MS. DAVIS:  No.



             2             ARBITRATOR:  Thank you.  Without objection



             3   they are received.



             4             (Exhibits 50 - 53 were received



             5             into evidence.)



             6             MR. BALLANTINE:  Thank you.



             7             CLERK:  Can I interrupt?  Has the County



             8   received those exhibits?



             9             MR. BALLANTINE:  I think that you have.  I



            10   know I've given you everything so far electronically.



            11   I'll make sure you get a set.



            12             CLERK:  Is that what was on the disk?



            13             MR. BALLANTINE:  I'll double-check.  If they



            14   are not on the disk, I'll give them to you



            15   electronically and anything we will provide



            16   electronically.



            17             CLERK:  Okay, thank you.



            18             MR. BALLANTINE:  And just to that, and the



            19   clerk had asked us for electronic versions of all



            20   exhibits, and we gave them everything that we've marked



            21   previously, as well as, I note, the first group that we



            22   looked at.  I'm not sure if we included this.



            23             ARBITRATOR:  I assume this is from you folks



            24   or from the County, from the respondent?



            25             MR. BALLANTINE:  We sent your Honor the exact
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             1   same thing that we sent to the County, in case you



             2   preferred electronic to paper.  Some people like to have



             3   both.



             4             ARBITRATOR:  Off the record.



             5             (Discussion off the record.)



             6             ARBITRATOR:  Back on the record.



             7             You may continue.



             8             MR. BALLANTINE:  Thank you.



             9        Q.   Dr. St. John, I've handed you Exhibits 50 to



            10   53.  Have you seen those documents?



            11        A.   Yes, I've seen them.



            12        Q.   And you've reviewed them as part of your work



            13   in this case?



            14        A.   I have.



            15        Q.   Maybe the easiest thing to do is go to Exhibit



            16   51, which is an amendment to 50.  And on 51, I'll bring



            17   your attention to page 2 of this document.



            18        A.   Yes.



            19        Q.   And there's an item No. 1 that says:  "The



            20   parties hereby modify the scope of work set forth in the



            21   agreement."



            22             Do you see that?



            23        A.   Yes, I do.



            24        Q.   And then it describes some electrical work to



            25   be done, correct?
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             1        A.   Uh-huh, I see that.



             2        Q.   You see in A, in subs 1 and 2 they reference



             3   new transformers?



             4        A.   Yes.



             5        Q.   And do you see they relate to common areas?



             6        A.   I do.



             7        Q.   Okay.



             8        A.   Yeah.



             9        Q.   Now, in your opinion, doing the analysis here,



            10   would the work related to these two transformers for



            11   these two common areas, would those be appropriate to



            12   include in a rent increase?



            13        A.   Yes.



            14        Q.   Then I guess I have to go back to 50.  I



            15   apologize.  I try not to jump back and forth.



            16             ARBITRATOR:  Question from the bench.



            17             The increase that you referred to a moment



            18   ago, Dr. St. John, that would be an increase that would



            19   be amortized rather than be permanent, is that correct?



            20             WITNESS:  It probably should be amortized.



            21             ARBITRATOR:  Got it.  Thank you.



            22   BY MR. BALLANTINE:



            23        Q.   And in fact, you've looked at the documents,



            24   correct, regarding this rent increase?



            25        A.   Yes.
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             1        Q.   So Exhibit 2 has some reference to common area



             2   electrical work costing about $60,000?



             3        A.   That's right.



             4        Q.   And to your recollection, did that include



             5   replacing the two common area transformers?



             6        A.   I believe it did.  The reason I said



             7   "probably" and not "certainly" is simply because what I



             8   don't recall is the breakdown -- at this moment I don't



             9   recall the breakdown of the common area electrical work



            10   and so I don't know how much the transformer part of it



            11   was.  There were some other things, as I recall.



            12        Q.   Yeah.  Well, then the other thing was, we can



            13   look at it here in Exhibit 51, which let's finish off



            14   before we go back to 50, Item No. 4, it talks about a



            15   new permanent service connection for 100-amp service to



            16   Space 92?



            17        A.   Yes.



            18        Q.   That was the other item?



            19        A.   I see, okay.



            20        Q.   And to your knowledge, then, that was given a



            21   new line, basically a new connection for that one space,



            22   correct?



            23        A.   Yeah.  And all of this was in the nature of a



            24   project.  This was all part of what I would call a



            25   project, and that's what this settlement agreement had
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             1   to do with.



             2        Q.   All right.  Let me ask you, then, to go back



             3   to Exhibit 50 and look at page -- I thought it was



             4   carried over to 51, but I was mistaken -- page 3, and



             5   I'll actually have you look at Recital F.



             6        A.   Yes, I'm looking there.



             7        Q.   And I'll just read it into the record so again



             8   we're kind of literally all on the same page.



             9             ARBITRATOR:  Read it slowly.



            10             MR. BALLANTINE:  Will do.  Mr. McClure has



            11   trained me.  I may not be a very good student but he's



            12   tried.



            13             "F, Nomad will pay the department the sum of



            14   $2,000 upon its initial submission of its plans as



            15   provided for herein and pay the permit costs required



            16   under the current fee ordinance.  The cost for the



            17   required permit is $1,221.97.  The penalty fee



            18   requirement under the Building Fee Ordinance will be



            19   waived.  Payment will be made upon submittal of the



            20   plans, as described in this, on or before January 14,



            21   2011.  Said payments shall be in full and complete



            22   satisfaction of all costs and abatement or compliance



            23   pursuant to Santa Barbara County Code Section 10-20.12."



            24             Do you see that paragraph?



            25             WITNESS:  Yes.
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             1   BY MR. BALLANTINE:



             2        Q.   So let me ask you a few things about that.



             3             There's a reference to a $2,000 payment as a



             4   processing fee for the initial submissions of the plans,



             5   correct?



             6        A.   It appears so.



             7        Q.   And would it be fair to say that you did not



             8   include that $2,000 as something that's in the,



             9   essentially, the expenses that are part of the basis of



            10   the rent increase in this case?



            11        A.   That's true.



            12        Q.   And would the same be the case, the $1,221



            13   cost for the required permit?



            14        A.   That's not here, either.



            15        Q.   Okay.  And then it also says "The penalty



            16   requirement under the building fee ordinance will be



            17   waived."



            18             Is it fair to say that there's no penalty cost



            19   whatsoever in any of the expenses that you included as



            20   the basis of your rent increase?



            21        A.   To the best of my memory, no.



            22        Q.   And in fact, you see that the County said



            23   there were no penalty?



            24        A.   In this case, right, exactly.



            25        Q.   Fair to say, you're not aware of any other
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             1   penalties that were reflected in the books and records?



             2        A.   Right, I don't recall any other penalties of



             3   any kind.



             4        Q.   Okay.  So let me move to Exhibit 50.  I think



             5   we're done with 51.  Let me ask you to look at 52.  This



             6   is a document you've looked at before?



             7        A.   Yes.



             8        Q.   And I want to read a couple parts into the



             9   record and then ask you about them and I'll do my best



            10   to do it slowly.



            11             I want to read the last clause on the first



            12   page.  It says:



            13             "The building and safety division of the



            14   Santa Barbara County Planning & Development Department



            15   withdraws the following notices of violation and notices



            16   of determination and vacates all outstanding fines and



            17   penalties."



            18             Do you see that?



            19        A.   Yes, I do.



            20        Q.   And that was in 2014.  Is that consistent with



            21   your understanding of the records, that there were no



            22   outstanding -- there were no penalties or fines that



            23   came up in any of the books and records?



            24        A.   Right.



            25        Q.   And then on the top of page 2, the first
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             1   paragraph says, and I'll read a portion of it:



             2             "In accordance with the foregoing, the



             3   Building & Safety Division of the Santa Barbara County



             4   Planning & Development Department hereby permanently and



             5   forever withdraws all outstanding notices of violation



             6   and notices of determination and vacates all outstanding



             7   fines related to the violation Case No.," and then



             8   there's a case number, "Nomad Village Mobile Home Park,"



             9   and it has the address, "and no sums are currently owing



            10   by the property owner or lessee of this property," et



            11   cetera.  It goes on.



            12             Do you see that?



            13        A.   Yes, I do.



            14        Q.   Is that consistent with your analysis -- that



            15   is, you haven't included -- there are no fines or



            16   penalties or anything related to a notice of violation



            17   that is a cost to the homeowners as the basis of the



            18   rent increase in your analysis?



            19        A.   Yeah, that's my understanding.



            20        Q.   And --



            21        A.   No fines, no penalties.



            22        Q.   That would include -- your understanding is



            23   supported by this letter, correct?



            24        A.   Yes, it is.



            25        Q.   And then let me try to move quickly and go
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             1   through Exhibit 53.  Have you looked at this document?



             2        A.   Yes, I have.



             3        Q.   And there's some highlighted portions to try



             4   to make it quicker for us to go through this.  Let me



             5   just ask you this.  You've looked at this document,



             6   correct?



             7        A.   Yes, I have.



             8        Q.   Does this indicate to you that the $2,000



             9   payment that the park made in 2011 was for the labor



            10   cost to the Building Department?



            11        A.   It appears so.



            12        Q.   But in any event, the $2,000 charge is never



            13   charged as part of the rent increase?



            14        A.   No, because we're not using 2011.



            15        Q.   Fair enough.  Let me just then ask you one



            16   other area, a couple of questions.



            17             ARBITRATOR:  Are we through with Exhibit 53?



            18             MR. BALLANTINE:  Yes, we are.  Thank you, your



            19   Honor.



            20   BY MR. BALLANTINE:



            21        Q.   Let me ask you one other area of questioning.



            22   You're pretty familiar already with rent control in the



            23   mobile home context, correct?



            24        A.   Yeah.



            25        Q.   Would you say it confers a benefit on the



                                                                            93

�











             1   homeowners, the existence of rent control ordinances



             2   such as the County of Santa Barbara's?



             3        A.   Yes.



             4        Q.   Tell us in general terms what those benefits



             5   are of an ordinance such as Santa Barbara's.



             6        A.   Well, the benefits to homeowners are that



             7   their rent is less than -- presumably less than it would



             8   otherwise be in an open market; the values of their



             9   homes are supported in a manner that they might not be



            10   in an open market.



            11        Q.   Meaning the value of the homes are higher?



            12        A.   Values of the homes are higher than they quite



            13   probably would otherwise be if the rents were not



            14   controlled.



            15        Q.   And does rent control also impose an



            16   obligation to ensure that the park owner receives a fair



            17   return?



            18        A.   Yes.  The parallel right, rent control



            19   ordinances almost all say that rents will be stabilized



            20   in such a way as to protect homeowners and that,



            21   simultaneously, the park owner is guaranteed a fair



            22   return on investment.



            23        Q.   So would it be fair to say that rent control



            24   doesn't equal no rent increases, ever?



            25        A.   No, it does not.  It does not mean no rent
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             1   increases ever.



             2        Q.   In fact, if a rent increase is necessary to



             3   compensate a park owner for increased expenses, is the



             4   park owner entitled to those increased expenses under



             5   the Santa Barbara County Rent Control Ordinance?



             6        A.   Yes.



             7        Q.   And we've looked at how you've calculated that



             8   in the exhibits you've presented earlier today?



             9        A.   Right.  And I might say there's some tension



            10   between the two purposes of rent control because, of



            11   course, residents will prefer the rents be lower and



            12   park owners in general prefer the rents be higher, and



            13   it's our job -- his Honor's job, our job -- to try to



            14   figure that out, to come to some balance between the



            15   two.  And there's a range of reasonableness, but it's



            16   really important that rents are stabilized so that



            17   residents have that kind of stability, and it's also



            18   important that the park owners not get denied a fair



            19   return.



            20        Q.   Okay.  And would it also be fair to say that's



            21   essentially a regulatory process, what you've just



            22   talked about?



            23        A.   That's right.



            24        Q.   And would it be fair to say also that that



            25   regulatory process has costs?
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             1        A.   It is costly.



             2        Q.   Costs to the park?



             3        A.   There's cost to the park, there's cost to



             4   homeowners.



             5        Q.   And in your opinion, those regulatory costs to



             6   the park, is that something the park owner is entitled



             7   to recover?



             8        A.   Yes, absolutely.



             9        Q.   And I guess I have one question, actually



            10   going back to those Exhibits 50 through 53.  We don't



            11   have to look at them, but those relate to a



            12   regulatory -- would it be fair to say that those relate



            13   to a regulatory process regarding, essentially, the



            14   operation of the park and essentially the building



            15   code-type requirements that are governing the park?



            16        A.   Well, yeah.  I mean this is kind of an example



            17   of what I was saying before, that the multi-faceted



            18   regulation of mobile home parks is a burdensome process



            19   and there are many agencies involved, and it is



            20   expensive, costly to comply.



            21        Q.   And is that, again speaking as an expert



            22   economist working in the mobile home industry, is that



            23   type of expense a typical expense that park owners incur



            24   from time to time operating parks?



            25        A.   When you say "type of expense," you mean the
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             1   expenses associated with figuring out, with the County,



             2   what will be done?  For example, with this electric



             3   problem that arose, that how will that be resolved?



             4        Q.   Correct, the park dealing with the regulatory



             5   agency on an issue such as that one?



             6        A.   Exactly, yes.  I mean it is costly, there's



             7   back and forth, there's letters, there's the necessity



             8   to employ attorneys to help figure it out, and other



             9   experts sometimes, so, yes, I mean it is a costly



            10   process.



            11        Q.   And in your opinion, as an economist dealing



            12   with rent control issues, regulatory rent control issues



            13   in mobile home parks, are those costs of dealing with



            14   these issues that you have just articulated appropriate



            15   to be compensated -- for the park owner to be



            16   compensated through a rent increase?



            17        A.   Yes.



            18             MR. BALLANTINE:  Thank you.



            19             Your Honor, I don't have anything else for



            20   Dr. St. John right now.



            21             ARBITRATOR:  Thank you.



            22             Cross-examination.



            23             MS. DAVIS:  Your Honor, first I'd like to ask



            24   if you have received our exhibits.



            25             ARBITRATOR:  I have received Exhibits A, B, C
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             1   and D.  Those are the only exhibits.



             2             MS. DAVIS:  No, we e-mailed you Exhibits E



             3   through L, Homeowners Exhibits E through L, and an



             4   Exhibit from 2011 called Waterhouse Q.



             5             ARBITRATOR:  I don't see that I have received



             6   them.



             7             Has the County received them?



             8             CLERK:  No, sir.



             9             ARBITRATOR:  Have you received them,



            10   Mr. Ballantine?



            11             MS. DAVIS:  Mr. Grady has received them.



            12             CLERK:  Mr. Grady has received them?  He's not



            13   here.  I can confirm.



            14             MS. DAVIS:  Mr. Ballantine, you have received



            15   them, correct?



            16             MR. BALLANTINE:  I was going to answer the



            17   question but I didn't want to talk over somebody else,



            18   for various reasons.



            19             Your Honor, yes, I've received some documents



            20   from the homeowners.  I didn't track what Ms. Davis just



            21   said now so I'm not sure if it's the same thing, but I



            22   did receive some documents from the homeowners that I



            23   actually have some objection to, but in any event I did



            24   received some documents from the homeowners a day or two



            25   ago.  I would note they're quite voluminous and I saw
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             1   them a day or two ago.



             2             ARBITRATOR:  My office, for whatever reason,



             3   did not receive those.  If you have a duplicate set of



             4   them here I'll be happy to take a look at them now.



             5             MS. DAVIS:  We have an additional Exhibit M.



             6             ARBITRATOR:  All right.



             7             MS. DAVIS:  After --



             8             ARBITRATOR:  If questions are going to be



             9   based on those exhibits that I don't have and the



            10   County -- the clerk who is here with us in the hearing



            11   room is not aware of, then we need to take a break so



            12   that she can find those, get them copied for us and then



            13   we can proceed from there.



            14             It's 11:20.  It's a little bit early for



            15   lunch.  Is anybody willing to take lunch now and come



            16   back about 12:15 and then we just go until we get done



            17   after that?



            18             MR. BALLANTINE:  Either way.  Or if they have



            19   some questions that don't involve the exhibits, we can



            20   do those now and then break.  So whatever --



            21             ARBITRATOR:  I'd rather do it contiguously, if



            22   we can.  I think it would be better for my note taking,



            23   and one of the things that I am, frankly, wrestling



            24   with, and I'll alert everybody to it now, is whether or



            25   not I'm going to want to hear oral argument at the
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             1   conclusion of the hearing today or whether I'm going to



             2   want to have briefs, closing argument in writing.



             3             MR. BALLANTINE:  I'd be glad to weigh in on



             4   that whenever you would like me to.



             5             ARBITRATOR:  Well, let's just get to the end.



             6   My instinct at the moment, given all of this, I'm



             7   thinking I want written briefs, but we'll see.  I



             8   understand that that's a cost to the parties, but I want



             9   to get it right.



            10             MR. BALLANTINE:  No, that's fair enough, and I



            11   think it's appropriate.



            12             And your Honor may recall that one of the



            13   things that I suggested at the last hearing would be



            14   appropriate, there's an element of this rent increase



            15   that involves evidence essentially that's not in yet,



            16   which is the costs of the proceedings and the fees and



            17   professional fees, and I'd suggest that we do that, and



            18   it is fairly typical in these proceedings by the way of



            19   a post-trial motion, essentially, like you would in a



            20   civil case with attorneys' fees put in after judgment



            21   and then we provide our itemized statements, and



            22   essentially that's mostly what the brief is.



            23             ARBITRATOR:  And the amortized breakdown of



            24   some kind?



            25             MR. BALLANTINE:  Well, the amortized breakdown
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             1   is there so it would really be the fee statements to



             2   support that number, which we would present and the



             3   homeowners would have a chance to then comment on that,



             4   just like a post trial motion on attorney's fees,



             5   essentially.



             6             ARBITRATOR:  Post-trial motions on attorney's



             7   fees, of course, always changes the amount that one side



             8   is going to have to pay to the other.



             9             MR. BALLANTINE:  Yeah.  I'll represent that



            10   what we did in this case was we had an amount that we



            11   included in the notice of rent increase that went out at



            12   $110,000, and that was based upon the amount that was



            13   awarded at the prior arbitration proceeding, so we



            14   thought it was a reasonable estimate.  We've actually



            15   exceeded that amount, so I think we're capped at that



            16   for the purposes of this proceeding.  I think we just



            17   have to try to justify it to your Honor, which we're



            18   prepared to do and prepared to do, like I said, by



            19   post-trial motion.



            20             ARBITRATOR:  Okay.  We'll deal with that in



            21   more detail later.



            22             Let's take a recess now.  It's 11:20.



            23             Is an hour going to be enough, Madam Clerk, to



            24   get whatever we need?



            25             CLERK:  Yes.
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             1             ARBITRATOR:  That being the case, let's come



             2   back at 12:30 and we'll be in session from 12:30 until



             3   we get through, and then I will decide whether I'm going



             4   to take the case under submission with oral argument



             5   today or whether I'm going to ask for written argument,



             6   first from the petitioner and then from the respondent,



             7   and then a reply.  I think that's what I'm going to do,



             8   but I'll certainly hear from people.



             9             MR. BALLANTINE:  Very good.  And I'll be glad



            10   to talk to the homeowners during the break and see if we



            11   can come to an agreement.



            12             ARBITRATOR:  I'm not going to do it as a



            13   statutory "You have 30 days and then you have this."  I



            14   want to see how much time you think you'll need and



            15   that's what we'll do.  I don't want to make it onerous



            16   or more onerous than it is inherently but I want to make



            17   sure that my head is truly on straight when I have the



            18   case under submission when I make my ruling, whatever it



            19   turns out to be is.



            20             MR. BALLANTINE:  Appreciate it.



            21             ARBITRATOR:  Thank you very much, folks.



            22             (The lunch recess was taken.)



            23             (Exhibits E - M marked for identification.)



            24             ARBITRATOR:  We're back on the record in the



            25   matter of Nomad Village Mobile Home Park.  I don't see
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             1   that Ms. Hamrick is here.  Is she going to be here this



             2   afternoon?  Ms. Hamrick is not going to be here this



             3   afternoon?



             4             MS. DAVIS:  No.  She only had half a day.



             5             ARBITRATOR:  Oh, okay.



             6             And who is at the counsel table with you?



             7             MS. DAVIS:  Abel Pizano, another homeowners



             8   representative.



             9             ARBITRATOR:  Would you state your name, spell



            10   it, and give us your address, please, sir.



            11             MR. PIZANO:  Abel Pizano, 4326 Calle Real,



            12   No. 44, Santa Barbara, California, 93110.



            13             ARBITRATOR:  Thank you.  Nice to have you with



            14   us.



            15             We won't deal with the exhibits yet.  I'm



            16   going to allow completion of the cross-examination of



            17   Dr. St. John before we go any further.



            18             Is that okay with you, ma'am?



            19             MS. DAVIS:  Yes.



            20             ARBITRATOR:  All right, Ms. Davis, your



            21   cross-examination of Dr. St. John.



            22



            23                      CROSS-EXAMINATION



            24   BY MS. DAVIS:



            25        Q.   Dr. St. John, have you read Chapter 11A or



                                                                            103

�











             1   just 11A-5?



             2        A.   Can you say that again, ask it again?  I



             3   didn't hear you.



             4        Q.   Have you read the complete ordinance or just



             5   11A-5?



             6        A.   No, no, I've read the whole ordinance.



             7        Q.   Did you notice anywhere in the ordinance where



             8   it says "maintenance of net operating income"?



             9        A.   I don't believe so.



            10        Q.   Is base year and comparison year anywhere in



            11   the ordinance?



            12             ARBITRATOR:  I didn't hear the question.  I'm



            13   sorry, ma'am, I didn't hear the question.



            14   BY MS. DAVIS:



            15        Q.   Is base year and comparison year in the



            16   ordinance?



            17             MR. BALLANTINE:  Objection.  Vague and



            18   ambiguous.  Those terms or those concepts?  They could



            19   be different.



            20   BY MS. DAVIS:



            21        Q.   Are the terms "base year" and "comparison



            22   year" anywhere in the ordinance?



            23        A.   I don't remember seeing either term used in



            24   the ordinance.



            25        Q.   But you interpreted the concept of base year



                                                                            104

�











             1   and comparison year in the ordinance?



             2        A.   Basically, yes.



             3        Q.   Where?



             4        A.   You know, I interpreted Section 11A-5,



             5   Subsection I, in the best way I could, and it seemed to



             6   me that using two years was the appropriate thing to do,



             7   because the time period in question runs from --



             8        Q.   I'm sorry, could you speak louder, please?



             9        A.   Now my microphone is on.  I beg your pardon.



            10             So the time period in question is between the



            11   last year considered in the last increase and what we're



            12   calling the comparison year.  So the relevant time span



            13   is between 2010 and 2015.



            14        Q.   That actually says, earlier in the ordinance,



            15   the immediately preceding 12 months or since the last



            16   increase.  Every year, isn't there a rent increase every



            17   year with the automatic increase?



            18        A.   No.  It's allowed to be every year, but there



            19   was no increase, for example, in 2015.  So the last



            20   increase, in a favored-term sense, was an increase



            21   pursuant to what we've been calling the 2011 case, and



            22   that ended in 2010.



            23        Q.   And that's where you got the concept of base



            24   year and comparison year?



            25        A.   Yes.
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             1        Q.   In management's rent increase letter, he said



             2   the last rent increase was 2014.  That's Exhibit 1, I



             3   believe.



             4        A.   Right.



             5        Q.   So --



             6        A.   The last increase was in 2014, until 2016.



             7        Q.   But you're using 2010.



             8        A.   That's true.  And we're using all of the



             9   amounts allowed since 2010, which was an increase in



            10   2011, 2012, 2013, 2014, and 2016, now.



            11        Q.   All the amounts allowed, you said?



            12        A.   All of the amounts actually imposed.  It's



            13   allowed by the ordinance and noticed of homeowners and



            14   paid by homeowners.



            15        Q.   The key word here is "paid by homeowners."



            16   Let's go to your Exhibit 45, page 4.



            17        A.   Yes.



            18        Q.   Line 140.



            19             ARBITRATOR:  Let me get there.



            20             WITNESS:  I'm sorry, line?



            21   BY MS. DAVIS:



            22        Q.   Line 140 --



            23        A.   Yes.



            24        Q.   -- the CPI-justified space rent increase.



            25        A.   Yes.
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             1        Q.   Now, that is 75 percent of 8.3 percent of the



             2   rent, right?



             3        A.   Right.



             4        Q.   And did you build into that figure the 75



             5   percent of 8.3 percent of the difference in CPI between



             6   2010 and 2015 that the homeowners had already paid?



             7        A.   Yes.



             8        Q.   So you're saying that after they have already



             9   paid that 75 percent, they need to pay another 75



            10   percent?



            11        A.   No, no, no.  The ordinance is quite clear.



            12   We're supposed to look at the amounts that were awarded



            13   for what we're calling the CPI increase -- actually, the



            14   accumulated CPI increases from 2010 to 2015 -- and



            15   consider them and use them in the particular way this



            16   ordinance requires, which is when we consider that half



            17   of that amount was what the ordinance is calling fair



            18   "return on investment," and the other half is what the



            19   ordinance calls "expense increases."



            20        Q.   No, we're not at that line yet.



            21        A.   Oh.



            22        Q.   What I'm asking, between or during the years



            23   2010, 2011, up to 2015, homeowners have already paid 75



            24   percent of the accumulative 8.3 percent?



            25        A.   Yes, that's true.
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             1        Q.   And you were saying that that isn't enough,



             2   that we need to pay another 75 percent of the CPI for



             3   those five years?



             4        A.   No, ma'am, no, ma'am, not another 75 percent.



             5             If I can refer you to column J, and line 140,



             6   which you're pointing to, line 140 has already been



             7   imposed or applied to the rents and we're not asking for



             8   that again.



             9             So the operative line, which is 149, is the



            10   additional amount that is required on account of the



            11   expense increases.  So in the addition of this column,



            12   it comes to -- well, on Table 45 it comes to $115.85,



            13   and in the original version it came to $108 and some



            14   cents.  That does not include the already-imposed



            15   amounts, which is, as you say -- I mean you're right,



            16   those amounts are already in the rent structure.  They



            17   don't require -- they don't need to be approved again



            18   because they're already there.  They are the automatic



            19   part and homeowners are already paying it and nobody is



            20   saying that they should pay any more in that category.



            21        Q.   Well, you are.  You are saying that we need to



            22   pay another 75 percent --



            23        A.   No, ma'am.



            24        Q.   -- of the base rents in 2010?



            25        A.   Actually, no, I'm not.  Because the $90.73
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             1   that I calculated on line 140 does not get added into



             2   the rent increase we're requesting.



             3             If you look at the math, the math at the



             4   bottom, permanent, 36; seven-year, 56 and change;



             5   15-year, 23 and a penny.



             6             Those amounts include the $36.55 but nothing



             7   above that.  What's above that is, as you were saying,



             8   the amounts that have already been charged and paid.



             9        Q.   I don't think you're understanding what I'm



            10   saying.



            11        A.   Oh.



            12             MR. BALLANTINE:  Objection.  Argumentative.



            13   BY MS. DAVIS:



            14        Q.   All right, let me be clearer, please, because



            15   I don't understand your response to my question.  Is



            16   that okay?



            17        A.   Yes.



            18             ARBITRATOR:  Yes.



            19   BY MS. DAVIS:



            20        Q.   In 2010 homeowners paid an automatic increase



            21   of, let's say, 1.5 percent?



            22        A.   Yes.



            23        Q.   These are not accurate, you understand that?



            24        A.   I do understand.



            25        Q.   In 2011 we paid another automatic increase --
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             1        A.   That's right.



             2        Q.   -- of the 75 percent of the CPI.



             3        A.   Yes.



             4        Q.   2012, 2013, 2014, 2015.



             5             Now, the time between 2010 and 2015 was an



             6   aggregate of 8.3 percent of the change in the CPI.



             7             During those six years, the homeowners paid



             8   that 8.3 percent -- 75 percent of that 8.3 percent in



             9   CPI in the automatic increases.  And your analysis here



            10   has us paying 75 percent of that aggregate of 8.3



            11   percent again, in the amount of $35,286.16.



            12        A.   You know, I can only repeat what I said



            13   before.  You're mistaken in your understanding of what



            14   this page means, because the 75 percent of the CPI,



            15   which, on average over this time period, would be



            16   $19.73, has already been paid by the homeowners and is



            17   not being asked for again.  That's the way this



            18   ordinance works.



            19        Q.   And I'm sorry, and it has not been asked for



            20   again?



            21        A.   It has not been asked for again.



            22             What is being asked for again is the extra



            23   amount, because the expenses went up by a lot more than



            24   the CPI.



            25        Q.   That is not what your formula says here.  You
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             1   did not take the base year rents for 2010, subtract the



             2   base year operating expenses and get an amount -- your



             3   traditional MNOI analysis, I'm speaking of.



             4        A.   Oh, are you speaking about the Table 1 that we



             5   looked at in November?



             6        Q.   No.  I'm talking about "Fair Return in the



             7   California Courts," the publication you have on your web



             8   site.



             9        A.   Yes.



            10        Q.   You explain fair return formulas.



            11        A.   Yes.



            12        Q.   And your traditional maintenance of net



            13   operating incomes formula is different from this?



            14        A.   That's true.



            15        Q.   So how do you justify charging homeowners



            16   another 75 percent of the CPI for those years?



            17             MR. BALLANTINE:  Objection.  Asked and



            18   answered.  He said repeatedly he's not.



            19             ARBITRATOR:  I'm going to let him answer it



            20   again and then we're going to move on.



            21             You may respond.



            22             WITNESS:  Truly, we have not.  I mean I



            23   understand that you have looked at the MNOI analysis in



            24   my "Fair Return in the California Courts," and I do



            25   understand that it is different from the analysis that
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             1   the ordinance asks us to do in this case --



             2             ARBITRATOR:  That's because the Santa Barbara



             3   ordinance is different from what you were doing in that



             4   paper that you have online?



             5             WITNESS:  Right, exactly.  The paper that I



             6   have online outlined several different fair return



             7   systems, none of which apply here because Santa Barbara



             8   is an unusual, they have a somewhat unusual way of doing



             9   the computations.



            10             Like I said before, the Santa Barbara



            11   ordinance is what I call cost pass-through ordinance, or



            12   maybe we should say an expense pass-through ordinance.



            13   And I have come to like it, actually, I've come to



            14   appreciate the beauty of the Santa Barbara way of doing



            15   it.  It's unusual, but it's not wrong because it allows



            16   park owners full compensation for all cost increases,



            17   and it does it in a little bit different way from the



            18   MNOI formula that I talk about in that paper.



            19             ARBITRATOR:  The total amount is the -- I



            20   don't have the other exhibit in front of me at the



            21   moment, but at the bottom of page 4 of Exhibit 45 --



            22             WITNESS:  Yes.



            23             ARBITRATOR:  -- the $115.85 is the total



            24   amount of increase that is being sought.



            25             WITNESS:  Well, the comparable amount that was
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             1   noticed to residents is the amount on Exhibit 2, which



             2   was $108 and change.



             3             MR. BALLANTINE:  61 cents.  $108.61.  That's



             4   what was noticed.  That's what is being sought.



             5             ARBITRATOR:  The mathematical formula to get



             6   there was substantively the same, it's just that we have



             7   different numbers in the formula.



             8             MR. BALLANTINE:  It was a little bit



             9   different, yes.



            10             WITNESS:  Right.  The method of calculation in



            11   the original was a little different.  This one is the



            12   one I would stand behind at this moment because --



            13             ARBITRATOR:  The one in Exhibit 45.  But it's



            14   too late for this here in terms of --



            15             WITNESS:  Exactly, but as to the method -- I



            16   mean at the last hearing in November you asked at the



            17   end of the hearing that I revisit the analysis and try



            18   to make it so that we can all understand it.



            19             ARBITRATOR:  My last note on my yellow pad.



            20             WITNESS:  And we did exactly that, so I really



            21   appreciated that you gave that specific instruction



            22   because it allowed me to do what arguably I should have



            23   done originally, which is really figure out how does



            24   Santa Barbara County do this, what is intended, and I



            25   believe I've got it right this time.
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             1             ARBITRATOR:  All right.  Next question,



             2   please.



             3   BY MS. DAVIS:



             4        Q.   You said that you began a calculation



             5   according to 5(i) and continued on, is that what you



             6   said?  5(i), 11A-5(i)?



             7        A.   11A-5(i) is the ordinance section that tells



             8   us how to do this.



             9        Q.   What about 5(i)(1) that it says:  "First,



            10   grant one half of the automatic increase to management



            11   as a just and reasonable return on investment"?



            12        A.   Right.



            13        Q.   You have here one half of a five-year time



            14   period.



            15        A.   Well, we're aggregating over five years, but



            16   it's the same concept.



            17        Q.   But it specifically says the automatic



            18   increase.



            19        A.   Right.  The accumulated automatic increases.



            20   You have to -- after all, the park owners don't normally



            21   do this every year.  So if we're doing it in one year,



            22   then we'd only be looking at one year; if we're doing it



            23   after five years, and therefore we're doing it for the



            24   whole five-year period.



            25             It's a savings for all of us, a savings for
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             1   homeowners, a savings for park owners, a savings for



             2   arbitrators not do it every year.  It's cumbersome to do



             3   these things so we do it over a time span, five years,



             4   seven years, however often the park owners choose to



             5   apply.



             6        Q.   Don't you think it would be reasonable for a



             7   park owner to notice 11A-5(1) and (2), since it is



             8   specified in the, since both of them are specified in



             9   the ordinance that they couldn't really be contested by



            10   homeowners, so why wait five years?



            11        A.   Well, like I said, I mean it's cumbersome to



            12   do it every year.  Are you saying that --



            13        Q.   They have to send the rent notice increase



            14   every year anyway.



            15        A.   They do, and they do the calculations this



            16   way.  They follow the ordinance in -- my understanding,



            17   they follow the ordinance in doing the calculation every



            18   year in advance of the noticed rent increase, the



            19   automatic, we call the CPI increase.



            20             What owners don't do every year is compile all



            21   the expense increases and attempt to pass those through.



            22   This year the park owner decided to do that.  That's



            23   why --



            24             ARBITRATOR:  In addition to the 75 percent



            25   CPI.
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             1             WITNESS:  In addition to the 75, which has



             2   already been imposed and paid and no one is arguing



             3   about that.  Well, perhaps the homeowners are.



             4   BY MS. DAVIS:



             5        Q.   Automatic increase -- it's defined in the



             6   ordinance, right?



             7        A.   I believe so.



             8        Q.   Oh, yes it's 11A-5(a)(2).  Now, the automatic



             9   increase, no matter what the time span, what the time



            10   period is, the automatic increase is that which is



            11   noticed to every homeowner as the annual increase.  It



            12   says that hereinafter G, 11A-5(g), "The arbitrator shall



            13   automatically allow a rent increase of 75 percent of the



            14   CPI increase, hereinafter 'automatic increase.'"



            15        A.   Yes.



            16        Q.   Does that apply to the increase that



            17   management noticed as the automatic CPI increase?



            18        A.   In my understanding, that is the automatic



            19   increase.



            20        Q.   Yes.  So one half of the automatic increase



            21   for fair return on investment and increased operating



            22   expenses it says you down have here, should that not be



            23   one half of the automatic increase, as noticed by



            24   management?



            25        A.   Well, the CPI increase is the whole of it, or
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             1   I should say 75 percent of CPI, and the ordinance calls



             2   half of it the automatic increase for fair return, and



             3   it calls the other half the increase to cover expenses.



             4             It's just nomenclature, just a way of speaking



             5   about it.  It's what I consider a kind of an arbitrary



             6   bifurcation of the whole amount.  The whole amount is 75



             7   percent of the CPI for the relevant time period.



             8             ARBITRATOR:  And if I'm understanding your



             9   testimony correctly, I'm just going to pick a number, if



            10   the 75 percent number was $100, that is what is going to



            11   be imposed, but it's going to be described in two $50



            12   increments.



            13             WITNESS:  That's right.



            14             ARBITRATOR:  Because it's defined -- the $100



            15   automatic increase is broken down within the ordinance



            16   to have these two components which is simply the way the



            17   ordinance divides it.



            18             WITNESS:  That's the way the ordinance divides



            19   it.  I mean there's no requirements in the ordinance



            20   that park owners break it down into those two components



            21   every year when they make the -- when they do the CPI



            22   adjustment and ask homeowners to pay it.  There's no



            23   requirement at that stage that this breakdown occur.



            24             The breakdown occurs when a park owner is



            25   applying for increased expenses above the CPI limit, and
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             1   that's what we're looking at here on page 4.



             2   BY MS. DAVIS:



             3        Q.   Except the ordinance specifically says that



             4   the park owner is allowed three increases by the



             5   ordinance, and if the homeowners object, arbitrator will



             6   award the other two anyway.  One, 75 percent of the CPI,



             7   which is the automatic annual increase; two, the fair



             8   return increase of one half of the automatic increase;



             9   and, three, the increase in operating expenses which is



            10   one half of the automatic increase, which is 1.5 percent



            11   of the CPI.



            12        A.   Right.  And two other components, the excess



            13   expenses and capital improvements or amortized amounts.



            14        Q.   Yes, but those have to be petitioned for



            15   arbitration and arbitrated, don't they?



            16        A.   Well, that's why we're here.



            17             ARBITRATOR:  That's what we're here doing.



            18   BY MS. DAVIS:



            19        Q.   Right.  But the three components I just



            20   mentioned could be accepted by the homeowners because



            21   the homeowners know that all three of those components



            22   are authorized by the ordinance and objecting to them to



            23   be useless?  Did I finally make it clear?



            24        A.   You know, I'm not clear about the three.  So



            25   the ordinance allows the passthrough of 75 percent of
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             1   the CPI each year.  That's one.



             2             Nothing more than that is allowed unless and



             3   until a park owner comes forward, as the park owner has



             4   now come forward, with excess expenses, both in the



             5   permanent category and in the temporary category, and



             6   that's exactly what is happening here.



             7        Q.   Actually, Dr. St. John, if the homeowners do



             8   not object to the rent increase, arbitration doesn't



             9   have to happen.  That is the point I was trying to make.



            10        A.   I see.



            11        Q.   So did we talk about why you chose -- it seems



            12   very time consuming and difficult to create a formula



            13   from the ordinance.  Why didn't you use your traditional



            14   MNOI formula to begin with?  I mean, just to pass it by



            15   us.



            16        A.   Well, it seems to me that we should follow the



            17   ordinance as closely as we can, so that's what I have



            18   done.



            19        Q.   I suppose that's for his Honor to decide.  The



            20   homeowners disagree.



            21             ARBITRATOR:  Are you suggesting that the park



            22   owner and his economist are to ignore the ordinance and



            23   what it requires and do something else that's more



            24   traditionally done in other parts?



            25             MS. DAVIS:  No, what I'm saying, your Honor,
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             1   is that I disagree that this particular formula does



             2   come from the ordinance.



             3             ARBITRATOR:  Oh, I'm sorry.  I misunderstood



             4   you.  Thank you.



             5             MS. DAVIS:  I am not always crystal clear.



             6   I'm sorry.



             7             ARBITRATOR:  Judges have that problem, too.



             8   That's why there's a Court of Appeal.



             9   BY MS. DAVIS:



            10        Q.   Well, just for the fun of it, Dr. St. John,



            11   the homeowners did prepare an MNOI calculation according



            12   to your published traditional formula, just to see how



            13   close it would be to the one that you prepared.  It's



            14   our Exhibit M.  Would you take a look at it?



            15             ARBITRATOR:  We're going to your Exhibit M, is



            16   that correct?



            17             MS. DAVIS:  Yes.



            18             WITNESS:  I haven't seen it.  I don't have it.



            19             MR. BALLANTINE:  A couple of things.  I see



            20   it's in a clip here.  I don't believe it was sent to me



            21   previously because I hadn't seen it before.



            22             CLERK:  It's in that packet there, the one I



            23   gave you.



            24             MR. BALLANTINE:  I see that.  I'm just looking



            25   to see if it was --
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             1             MS. DAVIS:  It wasn't e-mailed to you,



             2   Mr. Ballantine, it was prepared after we received the



             3   documents that Dr. St. John prepared that you sent on



             4   the day before.



             5             MR. BALLANTINE:  We sent those Monday, but



             6   Dr. St. John's MNOI was sent last March to the



             7   homeowners.  In any event, my concern -- I see it.



             8             My concern is that there's no authentication



             9   for it, there's no qualification of anyone qualified



            10   that I know of to prepare an analysis and I don't think



            11   it's proper.  This witness didn't prepare it.  I don't



            12   think it's the subject of proper examination.



            13             ARBITRATOR:  Let me ask you a couple of



            14   foundational questions.



            15             Who prepared Exhibit F?



            16             MS. DAVIS:  Actually, I did.



            17             ARBITRATOR:  You did?



            18             MS. DAVIS:  Yes.  I used the steps from



            19   Dr. St. John's formula in his publication, and I used



            20   the figures from management's documents and all I did



            21   was add, subtract, multiply.



            22             ARBITRATOR:  Well, that's an adequate



            23   foundation, at least at this point, to ask questions



            24   about it.



            25             Dr. St. John, if you would take a look at
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             1   Exhibit M, it's only a one-page exhibit, it appears, if



             2   I've got the right one.



             3             MS. DAVIS:  That looks like the right one,



             4   yes.  I can't see that far so I can't be positive.



             5             The title is "MNOI Analysis," pursuant to



             6   Dr. St. John's "Fair Return in the California Courts,"



             7   Section 3.2.1.



             8             ARBITRATOR:  Okay.  If Dr. St. John will take



             9   a moment to look at and let us know when he's ready to



            10   respond to some questions about it that.



            11             WITNESS:  Well --



            12             MR. BALLANTINE:  There's no question pending,



            13   I don't think.  Just look at it, is that correct?



            14             ARBITRATOR:  Yeah, just look at it for now.



            15             WITNESS:  Okay.



            16             ARBITRATOR:  And make some notes, if you need



            17   to --



            18             MR. BALLANTINE:  Can I ask a question, your



            19   Honor.  If he's going to be examined about this



            20   document, if he could have a few minutes to look at it,



            21   could I have a minute to talk to him about it as well?



            22   Could we take a brief break?



            23             ARBITRATOR:  Sure.  That's not an unreasonable



            24   request.  We're in recess for five, six minutes.



            25             MR. BALLANTINE:  Thank you, your Honor.
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             1             (A short recess was taken.)



             2             ARBITRATOR:  All right, Dr. St. John, you have



             3   digested what is defense Exhibit M?



             4             WITNESS:  Yes.



             5             ARBITRATOR:  All right.



             6             Questions on Exhibit M.



             7   BY MS. DAVIS:



             8        Q.   Are the steps correct, Dr. St. John?



             9             MR. BALLANTINE:  Vague and ambiguous.



            10             ARBITRATOR:  Speak a -- are the steps correct?



            11   Do you understand the question?



            12             WITNESS:  I believe the steps are -- the



            13   titles of the steps are probably taken from "Fair Return



            14   in the California Courts," so they are probably right.



            15             Whether the math is correct is another matter



            16   entirely.



            17   BY MS. DAVIS:



            18        Q.   Are the figures drawn from management's



            19   documents correct?



            20        A.   You know, they are numerically -- I can see



            21   that they're drawn from management documents, but no,



            22   they are not correct.



            23        Q.   Could you let me know where they aren't



            24   correct?



            25        A.   Sure.  The first line of your chart, which
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             1   says "steps 1 through 4," title of that line says "Base



             2   Year Adjusted Rent Income," but it's not.  Well, maybe



             3   it is rent income, it's not total income, and for the



             4   maintenance of net operating income system you have to



             5   use total income, not simply the rent income.  So total



             6   income was $656,585.76, not $564,327.90, and therefore,



             7   since that number is incorrect in the MNOI formula, all



             8   the rest of it is incorrect as well.  I mean the



             9   $440,418.01 figure is correct enough, but the



            10   subtraction that you did in the next line to get



            11   $123,909 is nowhere near correct.



            12             If you look on Exhibit 45, page 3, I actually



            13   did the math in the correct way for this type of



            14   analysis, and you'll see that the 2010 net operating



            15   income figure is $216,167.75, not $123,909.



            16        Q.   So discounting electric income and gas income



            17   from total income, your figure was what?



            18        A.   Discounting electric and gas income and



            19   expense, the net operating income for 2010 was



            20   $216,167.75.



            21        Q.   I'm sorry, I didn't hear that completely.



            22        A.   Sorry, $216- -- you can find this figure on



            23   Exhibit 45, page 3, column I, at line 111.



            24        Q.   That's net operating income?



            25        A.   That's net operating income.
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             1             So your figure of net operating figure is



             2   almost $100,000 too low.



             3        Q.   Dr. St. John, you said total income?



             4        A.   Total income.



             5        Q.   Your total income amount, does it include



             6   submetered utility income?



             7        A.   Well, it includes the sewer and the water, but



             8   not the gas and electric.



             9        Q.   Okay.  And so what should the very first



            10   figure be again?



            11             MR. BALLANTINE:  Well, objection, your Honor.



            12   She's basically having him rewrite an analysis in the



            13   middle of a hearing on the fly.  The question is, are



            14   the numbers in this exhibit that they have proffered,



            15   they are what they are, and are they right, and he said



            16   no.  I don't think that it's appropriate to now on the



            17   record have him recalculate things.



            18             ARBITRATOR:  I agree.  The objection is



            19   sustained.



            20             Let's move on.  The doctor says the exhibit



            21   that you have proffered has the right ingredients, it's



            22   just that they are in the wrong proportions, or wrong



            23   amounts, as part of the hearing, he does not have to,



            24   essentially, correct the paper.  So that being said, ask



            25   your next question, please.
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             1   BY MS. DAVIS:



             2        Q.   Then may I ask for clarification of the base



             3   year should be chosen such that rents are not affected



             4   by rent control, that means that the total income would



             5   not affected by submetered electric and gas?



             6        A.   Can you tell me what you were reading?  Where



             7   did you read?



             8        Q.   Oh, I'm so sorry.



             9        A.   It's okay.



            10        Q.   Exhibit E, page E17 --



            11             ARBITRATOR:  Okay.



            12   BY MS. DAVIS:



            13        Q.   -- very last paragraph.



            14        A.   Exhibit E.



            15             ARBITRATOR:  Where in Exhibit E?



            16             MS. DAVIS:  E17.



            17             ARBITRATOR:  E17, thank you.



            18             WITNESS:  And which line were you referring me



            19   to?



            20   BY MS. DAVIS:



            21        Q.   It's No. 1, the last paragraph.



            22        A.   I don't have a No. 1.



            23             ARBITRATOR:  Look at the bottom of the page,



            24   toward the bottom of the page, there's a block in the



            25   middle of that page, and it says "Identify the income
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             1   expenses in the base year," and then there's a paragraph



             2   that goes from there.



             3             WITNESS:  Oh, yeah.



             4             ARBITRATOR:  I think I question essentially



             5   challenging the methodology . . .



             6             MS. DAVIS:  Your Honor, it's for clarification



             7   only, not challenge.



             8             WITNESS:  So you're asking --



             9             MR. BALLANTINE:  Maybe we can have the



            10   question again now that we've got the right page.



            11             ARBITRATOR:  I hate to burden the court



            12   reporter --



            13             (Record read by reporter.)



            14             MR. BALLANTINE:  Also compound, as asked.



            15             ARBITRATOR:  Do you understand the question as



            16   asked, Doctor?



            17             WITNESS:  Well, I can speak to it and then if



            18   I don't answer all of it, she can ask another question,



            19   perhaps.



            20             ARBITRATOR:  Let's do it that way and we'll



            21   move along.



            22             WITNESS:  So this paper was written, at least



            23   at this section, on the presumption that we're doing an



            24   MNOI analysis from the very first year of rent control,



            25   and we're not.  So this paragraph kind of doesn't apply
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             1   to this case.  When we have subsequent cases -- in other



             2   words, when a park applies for what in many



             3   jurisdictions is called a special rent increase, kind of



             4   what we're here for, repeatedly, like in this case, in



             5   2011 and then again in 2016, we have learned to chain



             6   the analysis.  When I say "chain," I mean go from the



             7   end of the last one to the beginning of this one, so it



             8   covers this five-year time span.



             9             Now, when I wrote this document it was



            10   relatively in the early years of rent control, and most



            11   often it was the first time.  What we were imagining is



            12   the first time a park ever came, and that would always



            13   go back to the base year, meaning the year before rent



            14   control was imposed.  That was very common.  In fact,



            15   some ordinances demand that we still do that, that we



            16   use 1979 or 1982 as the base year, even if we're



            17   applying now in 2016 or 2017.



            18             But not all ordinances are the same, so the



            19   language that you're referring to is kind of generic



            20   language and it doesn't really apply in this case



            21   because we're not doing that, we're not going all the



            22   way back to a base year before the ordinance was in



            23   force.



            24   BY MS. DAVIS:



            25        Q.   I do understand that.
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             1        A.   Okay.



             2        Q.   Then to clarify my question, is total income



             3   supposed to include submetered electrical income --



             4        A.   Well --



             5        Q.   -- and gas?



             6        A.   -- the decisions that caused what we might



             7   call the PUC exception, the decision to the law that



             8   caused us in this kind of analysis to set aside both the



             9   income and expenses for gas and electricity came



            10   somewhere along the way in the last 30 years.  I don't



            11   recall exactly when, but it wasn't at the beginning.  No



            12   one had thought of this at the beginning, so after some



            13   time period this was thought about, considered,



            14   adjudicated and ruled upon.



            15             So when these kind of cases came up in the 80s



            16   and 90s, no one set aside the income for the expense



            17   from gas and electricity.  That came later.



            18             ARBITRATOR:  Again meaning that this language



            19   isn't applicable to --



            20             WITNESS:  I would say in a sense this language



            21   isn't applicable to this case.



            22             Her question was about this set-aside for gas



            23   and electric.  I mean I do understand the question.  It



            24   doesn't invalidate the analysis, whether it's in or out.



            25   It actually doesn't make much difference because in
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             1   general homeowners pay most of the cost for gas and most



             2   of the cost of electricity that the park pays, and the



             3   remainder either goes toward maintaining gas and



             4   electricity, which is also set aside, or for common area



             5   gas and electricity.



             6   BY MS. DAVIS:



             7        Q.   But today -- today -- would the total include



             8   submetered electrical and gas income?



             9             MR. BALLANTINE:  Well, again I just want to



            10   object and maybe reiterate my objection.



            11             She's saying "Would it."  I think she's saying



            12   "Would it in a MNOI analysis," which Dr. St. John has



            13   already testified a straight MNOI analysis is not



            14   consistent with the statute or the ordinance so we're



            15   asking a lot of questions about a methodology that is --



            16             WITNESS:  Let me see if the petitioner will



            17   accept my modification.



            18             Can you change it to rather than "would it,"



            19   would it get your question answered to your satisfaction



            20   to say "In this case, under the Santa Barbara statute,



            21   would including those things be part of the gross



            22   income?"



            23   BY MS. DAVIS:



            24        Q.   In this case, Dr. St. John, under the



            25   Santa Barbara County Rent Control Ordinance, would
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             1   electrical and gas income be included in your analysis?



             2        A.   No, they would be set aside.



             3        Q.   Thank you.



             4             You said that the other six standards, fair



             5   return standards wouldn't apply to the rent control



             6   ordinance, is that correct?



             7        A.   No, I said that the Santa Barbara County



             8   ordinance is different from any of the methods that I



             9   reviewed in the paper that is Exhibit E.



            10        Q.   But it does mention fair return on investment



            11   and just and reasonable return on investment, so you



            12   could have done one of those?



            13        A.   Well, all ordinances mention return on



            14   investment, universally, and then ordinances say how to



            15   do it.  And the Santa Barbara ordinance has a particular



            16   method of doing it, and it does not include those other



            17   methods.



            18        Q.   Does it actually say in our ordinance that



            19   management is required to take the steps or does it say



            20   the arbitrator will take those steps?



            21        A.   It says the arbitrator will take these steps.



            22        Q.   Then it's really not a formula for you, it's a



            23   formula for his Honor, is that correct?



            24        A.   I'm not a lawyer.



            25        Q.   Neither am I.
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             1        A.   But I believe -- I believe that what I tried



             2   to do was to present it in a way that would help the



             3   arbitrator to follow the ordinance.



             4             ARBITRATOR:  Is there anything in the



             5   ordinance that prevents management from doing it the way



             6   you did?



             7             WITNESS:  Well, no, I suppose not.  But I



             8   believe that you and other arbitrators have said this,



             9   they have said to me or to my client, "You didn't follow



            10   the ordinance, so your method is inapplicable," so I



            11   don't think it would have been wise for us to present



            12   other methods.



            13             ARBITRATOR:  Okay.  The method you presented



            14   is one that you're saying the arbitrator is required to



            15   follow, right?



            16             WITNESS:  Exactly.  We tried to follow --



            17             ARBITRATOR:  That's what I was trying to



            18   ascertain.  From the dialogue, I thought petitioner was



            19   saying that you can't do that because that's exclusively



            20   my province, and my question is why can't you do that if



            21   that's what you're trying to do to follow the law.



            22             WITNESS:  Yes, yes, exactly so.



            23             ARBITRATOR:  That is, doing it that way is not



            24   prohibited by the ordinance.



            25             WITNESS:  That's right.
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             1             ARBITRATOR:  That's the way I read the



             2   ordinance, but I wanted to make sure that I was not



             3   misunderstanding.



             4             Go ahead, next question.



             5   BY MS. DAVIS:



             6        Q.   Dr. St. John, you've identified capital



             7   expenses on your analysis sheet, page 4?



             8        A.   Yes.



             9        Q.   Before I get into something else, I have to



            10   ask you, to be fair, did you actually mean capital



            11   improvements?



            12        A.   No.



            13        Q.   Okay.



            14             MR. BALLANTINE:  I'm sorry, what?



            15             WITNESS:  She asked did I actually mean



            16   "capital improvements" when I put it in the line for



            17   "capital expenses."



            18   BY MS. DAVIS:



            19        Q.   I'm sorry, I didn't hear that.



            20        A.   I was just helping Mr. Ballantine understand



            21   your question.



            22             As I understood, your question was, did I make



            23   a mistake by calling the street paving, electric work



            24   and legal and consulting fees, calling them "capital



            25   expenses" as opposed to "capital improvements."
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             1        Q.   No, no, no, I meant No. 4 where you say "New



             2   capital expenses."



             3        A.   Yes.



             4        Q.   Did you actually mean capital improvements?



             5        A.   No.



             6        Q.   So these are capital expenses with a useful



             7   life of one year?



             8        A.   No.  They are capital expenses with a useful



             9   life of 15 years or thereabouts, in the case of the



            10   street work and electric work, and capital items with



            11   useful life, one might say, in the case of the legal



            12   expenses -- legal and consulting fees.



            13        Q.   Well, the definitions in the ordinance say



            14   that what you have described are capital improvements.



            15        A.   I don't believe so.  The ordinance makes a



            16   distinction between capital expenses and capital



            17   improvements.



            18        Q.   Yes, actually, it does.  In section A2, I



            19   believe.



            20             ARBITRATOR:  Referring to section A2, you



            21   said?



            22             MS. DAVIS:  A2, yeah.



            23             ARBITRATOR:  Okay.



            24   BY MS. DAVIS:



            25        Q.   A2, (a) and (b).
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             1        A.   Yes.  Was there a question?



             2        Q.   Yes.  When you read the definitions between



             3   capital improvements and capital expenses in section



             4   11A-2(a) and (b), you still say that they are capital



             5   expenses?



             6        A.   Well, I do, and I'll tell you why.



             7             I think the operative language is that capital



             8   improvement is any addition or betterment made to a



             9   mobile home park, whereas capital expense, in B, is a



            10   repair or replacement of existing facilities.  So if the



            11   park had no clubhouse and built one, that would be a



            12   capital improvement, but if the park did a $100,000



            13   renovation to its clubhouse, that would be a capital



            14   expense, in my understanding.



            15             So in my understanding, the work that was done



            16   on the transformers and the streets was a repair or



            17   replacement, not a betterment.  There were streets



            18   before, there were streets after, there were



            19   transformers before, and transformers after.  So to my



            20   mind -- but maybe the more important point to make, it



            21   makes no difference what we call it whatsoever.  We



            22   could call any of these things capital improvements or



            23   capital expenses and the only difference would be what



            24   line it appears on, not the amount.  The amortization



            25   calculation would be the same, they would be added up
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             1   the same, the bottom line number would be the same, it



             2   really makes no difference.



             3        Q.   There is one difference between them.



             4        A.   Yes, ma'am?



             5        Q.   Yes, also in 11A-5(a)(2) -- no, I'm sorry.  I



             6   got lost.



             7             ARBITRATOR:  The only difference I see in



             8   that, other than nomenclature, is that one uses a useful



             9   life of five or more years and the other uses an



            10   expected life of more than one year, which would also



            11   include five or more years, would include that as more



            12   than one.  That's certainly a distinction; I'm not sure



            13   that it's a difference --



            14             WITNESS:  Right, thank you, your Honor.



            15             ARBITRATOR:  -- as a legal matter.



            16             WITNESS:  Thank you.  I don't think it makes



            17   any difference in this case.



            18             MS. DAVIS:  I lost my page.



            19             ARBITRATOR:  Take your time and find it.  Take



            20   your time and find it.  I want you to be able to ask the



            21   questions you want to ask.  You need the page that has



            22   11(a)(2) on it?  Is that what you need?



            23             MS. DAVIS:  No, it's my reference material,



            24   not exhibits.



            25             ARBITRATOR:  Oh, okay.  I don't have reference



                                                                            136

�











             1   material.  Or if I did, I wouldn't admit it.



             2             MS. DAVIS:  I found it.



             3             ARBITRATOR:  Go ahead, ask your question.



             4   BY MS. DAVIS:



             5        Q.   Dr. St. John, in the ordinance, 11A -- wait a



             6   minute.  Oh, that's -- 11A-5(a)(3)(A).  I believe I'm



             7   missing a page so I can't be positive.



             8             ARBITRATOR:  You're at 11A-5, and what is the



             9   sub?



            10             MS. DAVIS:  11A-5 and down to (a)(3).



            11             ARBITRATOR:  It begins with "Where the noticed



            12   increase is in excess of the 75 percent of CPI,



            13   management shall," and then goes through (a), (b), (c),



            14   and (d).



            15   BY MS. DAVIS:



            16        Q.   So it's 11A-5(a)(3)(A).



            17        A.   Yes.



            18        Q.   It mentions here that the documentation



            19   management should provide would itemize amounts of



            20   increased operating costs, any capital expenses incurred



            21   in the prior year to be undertaken for which



            22   reimbursement is sought, hereinafter "new" capital



            23   expenses.



            24        A.   Yes.



            25        Q.   Were these expenses incurred in the year
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             1   prior?



             2        A.   Yes.  Did you say "the" year prior?



             3        Q.   "The" year prior, yes.



             4             ARBITRATOR:  What you just read a moment ago



             5   was the plural, "years prior."



             6             MS. DAVIS:  No, in the prior year.



             7             ARBITRATOR:  "In prior years."



             8             MS. DAVIS:  Does it say "years"?  My copy of



             9   the ordinance just says "year."



            10             ARBITRATOR:  The one that I have says:  "Any



            11   capital expenses allowed in prior years but not fully



            12   reimbursed, hereinafter, 'old' capital expenses."



            13             MS. DAVIS:  Oh, we're speaking of new.



            14             ARBITRATOR:  I'm reading A-5(a)(3)(A).



            15             MS. DAVIS:  It does say any -- on your version



            16   it says "Any capital expenses" --



            17             ARBITRATOR:  I think this is the current



            18   version.  Let me see.  It came out of Lexis.  11A(3)(a)



            19   reads, quote, as follows, on the one that I have.



            20             Madam Clerk, follow along and see if I have



            21   got the right one.



            22             "Itemize amounts for increased operating



            23   costs; any capital expenses incurred in the prior year



            24   to be undertaken for which reimbursement is sought,



            25   hereinafter 'new' capital expenses; any capital expenses
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             1   allowed in prior years but not fully reimbursed,



             2   hereinafter 'old' capital expenses; any offset against



             3   new or old capital expenses; and capital improvements."



             4             That's what mine reads.  So if that's accurate



             5   and you have a question about that, please ask it.



             6             MS. DAVIS:  My version had just "prior year"



             7   with no S, and it would have made a difference.  Your



             8   version has "years" --



             9             ARBITRATOR:  It has "prior year" on one line



            10   and "prior years" on another line, but I think again



            11   that the question is, is that a distinction without a



            12   difference.  I don't know the answer to that, but I'm



            13   sure Dr. St. John does.



            14             MS. DAVIS:  The distinction is new capital



            15   expenses incurred in the prior year to be reimbursed,



            16   and old capital expenses can be as old as they need to



            17   be if they haven't been fully reimbursed.



            18             ARBITRATOR:  That's correct.  That's the way



            19   the ordinance seems to read.



            20             MS. DAVIS:  So these new capital expenses were



            21   not incurred in the prior year, they were incurred two



            22   to four years.



            23             WITNESS:  So am I taking your -- is the



            24   implication that everything under 4 should have been



            25   under 5?
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             1   BY MS. DAVIS:



             2        Q.   As far as?



             3        A.   Everything under the ordinance category 4,



             4   which is "New capital expenses," should be under 5,



             5   which is "Old capital expenses."



             6        Q.   That doesn't change prior year.



             7        A.   It does not.  And in my way of understanding



             8   the ordinance, whatever the language and whether it's



             9   "years" or "year," capital expenses that have not yet



            10   been fully reimbursed need to be reimbursed now.



            11        Q.   But the ordinance says "prior year."  You were



            12   very adamant saying that your formula is according to



            13   the ordinance and you couldn't use anything else.  Why



            14   do you insist on ignoring small things but important



            15   things like "prior year"?



            16             MR. BALLANTINE:  Objection.  Argumentative.



            17   There's a whole statutory scheme --



            18             ARBITRATOR:  I'm going to let him answer that



            19   question and then we'll move on.



            20             Do you understand the question?



            21             WITNESS:  I do understand the question.



            22             ARBITRATOR:  Is this a distinction without a



            23   difference or is it, from the standpoint of where



            24   everything comes out, one and the same?



            25             WITNESS:  I think it is a distinction without
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             1   a difference.  I haven't seen the legislative history, I



             2   don't know why they made a distinction between the -- I



             3   don't know why they made a distinction between the prior



             4   year and the years previous.



             5             What's clear is that these capital expenses,



             6   these amortizable expenses have not yet been reimbursed,



             7   and I believe the meaning, the fundamental meaning of



             8   this paragraph is if they haven't been reimbursed, they



             9   should be.



            10   BY MS. DAVIS:



            11        Q.   Do you also have a fundamental meaning of the



            12   purpose of the ordinance?



            13        A.   Sure.  I think the fundamental purpose of this



            14   ordinance is to protect residents against unreasonable



            15   space rent increases while at the same time allowing



            16   park owners a fair return on investment, and fair return



            17   on investment as interpreted in this, as I understand



            18   this ordinance, means passthrough of all increased



            19   operating expenses and all capital expenses.  All.



            20        Q.   Yes, I understand that from your publication,



            21   you believe homeowners should recoup all, every penny.



            22             But don't you think that $100 a month in a



            23   low-income community, $161 a month, $180 a month can be



            24   considered unreasonable by the homeowners?



            25        A.   You know, that is really outside my expertise.



                                                                            141

�











             1   I haven't investigated that.  I don't know -- I've heard



             2   that a couple miles away rents for spaces in mobile home



             3   parks inside the City of Santa Barbara are much higher



             4   than they are in Nomad Village.  I haven't done research



             5   on that, I can't cite chapter and verse, but that's



             6   my -- that's what I have heard, that's my belief.



             7             So the affordability of these increases to



             8   homeowners is not part of the formula, from your point



             9   of view perhaps unfortunately, but it isn't.



            10             ARBITRATOR:  I believe you've answered the



            11   question.



            12             Next question.  Let's move on.



            13   BY MS. DAVIS:



            14        Q.   You mentioned earlier that attorney and



            15   witness fees should be -- for arbitration should be



            16   passed through to the homeowners at all times?



            17        A.   Yes.



            18        Q.   Does management pay our attorney and witness



            19   fees and arbitration costs?



            20        A.   No.



            21        Q.   And using the California legislature enacted



            22   the California Arbitration Act to deny arbitration



            23   participants without a written arbitration agreement



            24   other than a statutory ordinance the rights under the



            25   Act?
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             1             MR. BALLANTINE:  Objection, your Honor.  The



             2   California Arbitration Act is, first of all, wholly



             3   inapplicable here, No. 1; and No. 2, way outside the



             4   scope of the direct examination of this witness.



             5             ARBITRATOR:  Sustained.



             6             MS. DAVIS:  I'm sorry, I didn't hear him at



             7   all.



             8             ARBITRATOR:  His objection was that it is



             9   irrelevant, it's completely outside what the California



            10   Arbitration Act does or doesn't do, and what the



            11   legislature intended by enacting is, A, outside of what



            12   we're dealing with here, we're not dealing with the



            13   California Arbitration Act, we're dealing with the Santa



            14   Barbara County Rent Control Ordinance for Mobile Home



            15   Parks and so it really doesn't matter what the



            16   legislature did or didn't intend, and that's, I think,



            17   an objection that's well taken and I sustained it.



            18             Next question, please.



            19             MS. DAVIS:  If I lay a foundation would it



            20   be --



            21             ARBITRATOR:  The issue is not foundation; the



            22   issue is the California Arbitration Act and what the



            23   legislature intended in enacting it, unless you can show



            24   me how it applies to the rent control ordinance we're



            25   dealing with here and under which this litigation is
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             1   proceeding, I don't see how that helps me or any party



             2   to the litigation here at all.



             3             It's like trying to apply the Vehicle Code to



             4   a battery.  You know, did the legislature do this, did



             5   they have in mind it might not apply to batteries?  What



             6   difference does it make if you're dealing with a



             7   battery?



             8             MS. DAVIS:  I understand.



             9             ARBITRATOR:  So if you can clarify how you



            10   believe the California Arbitration Act applies to this



            11   case in any way, you might have a valid question, but I



            12   don't see it yet.



            13             MS. DAVIS:  I spoke too soon.



            14        Q.   Dr. St. John, in every preceding you've ever



            15   been in -- court, commissions, boards, arbitration --



            16   have attorney fees and witness fees been awarded?



            17             MR. BALLANTINE:  I'm sorry.



            18             ARBITRATOR:  In every type of case you've been



            19   involved in, court, arbitration, have attorney's fees



            20   been awarded.



            21             MR. BALLANTINE:  I object to that as phrased.



            22   It's way too broad.  It's really irrelevant here.  I



            23   don't know, there may be some that had provisions for



            24   fees, there may be some that didn't.  It's not a helpful



            25   question and I think it's irrelevant and could be
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             1   misleading.



             2             ARBITRATOR:  I agree.  Sustained.  I don't



             3   think that ought to be put in.  What does this ordinance



             4   provide for?



             5             MS. DAVIS:  I'm sorry.



             6             ARBITRATOR:  What does the Santa Barbara



             7   ordinance that we're litigating under provide for?  Does



             8   it provide for costs and attorney's fees to the



             9   prevailing party or not?



            10             MS. DAVIS:  No.



            11             ARBITRATOR:  Okay.  So you're not exposed and



            12   they are not exposed.  Granted, perhaps they have more



            13   money to be able to pay a lawyer than the homeowners do,



            14   but if the statute doesn't provide for it, I can't award



            15   even if I feel sorry for one side or the other.



            16             MS. DAVIS:  Really?  Does that mean that you



            17   will not award management's attorney's fees for



            18   arbitration?



            19             ARBITRATOR:  Does the statute provides for



            20   management attorney's fees --



            21             MS. DAVIS:  No.



            22             MR. BALLANTINE:  Well, so we're clear, your



            23   Honor, our position is that it absolutely does provide



            24   for it, and not only that, California law provides for



            25   it under the California versus Clovis case.
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             1             ARBITRATOR:  There's statutory authority for



             2   that and some statutes for attorneys' fees are



             3   one-sided.  If it doesn't provide for attorneys fees to



             4   your side if you win, then --



             5             MS. DAVIS:  That wasn't my point.  I'm saying



             6   is that if the homeowners pay management's attorneys



             7   fees, the egalitarian thing to do under the purpose of



             8   the ordinance to equalize the playing field, they should



             9   pay ours.



            10             ARBITRATOR:  Okay.  You can make that argument



            11   in your closing argument.



            12             MS. DAVIS:  But, no, the ordinance does not



            13   provide for attorney's fees to be paid by any party for



            14   the other party.



            15             ARBITRATOR:  Okay.



            16             MR. BALLANTINE:  Objection.  Move to strike.



            17   That was not a question to the --



            18             ARBITRATOR:  Sustained.  It's stricken.



            19             Let's go, next question.



            20   BY MS. DAVIS:



            21        Q.   Dr. St. John, do you have an attorney working



            22   in your company?



            23        A.   No.



            24        Q.   Do you ever check to see if your opinions are



            25   valid before you go to a preceding?
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             1             I'm sorry, do you check the California laws or



             2   opinions, case law before you go to a proceeding and to



             3   give an expert opinion?



             4             MR. BALLANTINE:  Objection.  Lacks foundation,



             5   overbroad, relevancy.



             6             ARBITRATOR:  I'm going to let him answer it.



             7             Do you check the law to see how it's changed



             8   before you render an opinion?



             9             WITNESS:  No.



            10             ARBITRATOR:  Thank you.



            11             Next question.



            12   BY MS. DAVIS:



            13        Q.   May I ask if you research, if you do research



            14   continuously on your area of expertise?



            15        A.   No.  You know, I did quite a lot of research



            16   at the time that I wrote the paper that you have put in



            17   the record as Exhibit E, or I should say part of my



            18   paper is in the record as Exhibit E.  I did a lot of



            19   research at that time.



            20             I have not done that kind of research since.



            21   I do these kind of proceedings all the time.  I may do,



            22   I don't know, half a dozen of these per year, and



            23   therefore I'm exposed to case law in that way, but I



            24   don't research it and I'm certainly not a legal



            25   researcher and I'm not an attorney.



                                                                            147

�











             1        Q.   You are exposed to it but I don't



             2   understand -- I'm sorry, could you explain how you're



             3   exposed to it?



             4             ARBITRATOR:  He just did.



             5             MS. DAVIS:  Oh, I'm --



             6             ARBITRATOR:  He's exposed to it when he's



             7   working on a case, and he does it up to six times,



             8   sometimes more, at least six times a year, and he keeps



             9   up to date with what he needs to keep up to date with to



            10   be able to testify in those cases and learns in those



            11   cases, et cetera.  I'm not sure what that has to do with



            12   anything here, but that's the answer to the question.



            13   At least that's what I understood.



            14             WITNESS:  Well, just a footnote, if there are



            15   changes in the law, I'm relying on James Ballantine to



            16   cover those topics.  That's not my job.  My job is to



            17   try to apply this ordinance to these facts and help the



            18   arbitrator know how to rule, how to analyze the



            19   ordinance in this context.  How case law might apply is



            20   something else again.  That's something James would



            21   cover.



            22   BY MS. DAVIS:



            23        Q.   At least for Lazy Landing and Waterhouse



            24   Management, he's not --



            25             I'm sorry, is he your personal attorney as
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             1   well?



             2        A.   No.



             3        Q.   I just wanted to clarify.



             4             Dr. St. John, you remember Dr. Barr from 2011?



             5        A.   I do.



             6        Q.   And I remember that he disputed your 9 percent



             7   interest, said that 7 percent -- that he saw 7 percent



             8   more often.  I don't remember your response to that.



             9   Could you remind me what it was?



            10        A.   I'm not sure what it was, but I can tell you



            11   what I would say on that topic today.



            12        Q.   Yes, please.



            13        A.   That there's a range of rates that could be



            14   used.  I wouldn't have a terrific objection to 7 percent



            15   or 9 percent or 11 percent.  And all of those in that



            16   range I've seen, those rates, so 9 seems like a



            17   reasonable rate to me.  There's no magic number, there's



            18   no one number that would apply universally as we try to



            19   assign a rate of interest in this context.



            20        Q.   It does seem that way, though, doesn't it?  In



            21   hard economic times like the past Great Recession, do



            22   interest rates go down?



            23        A.   They do.



            24        Q.   Do they go down significantly?



            25        A.   They do.
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             1        Q.   And after substantial time has passed and the



             2   recession has recovered, there's been a recovery, people



             3   recovered from it --



             4        A.   Yes.



             5        Q.   -- do rates go back up?



             6        A.   They often do.



             7        Q.   Does it take a while to get back up to the



             8   point where it was before?



             9        A.   Often, yes.



            10        Q.   In your opinion, are we at that place right



            11   now?



            12             MR. BALLANTINE:  Vague and ambiguous.



            13             ARBITRATOR:  Do you understand the question?



            14             WITNESS:  Yeah.



            15             ARBITRATOR:  Overruled.



            16             WITNESS:  Well, I would say that in the



            17   current economic climate, 9 percent is not unreasonable



            18   for the calculations we're doing here.



            19   BY MS. DAVIS:



            20        Q.   You did understand.  Thank you.



            21             Would you consider pass-through -- may I use



            22   that word -- management pass-through rent increases,



            23   would you consider that a credit sale or a loan, if you



            24   had to choose between the two of them?



            25             MR. BALLANTINE:  Objection.  Argumentative,
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             1   your Honor.



             2             ARBITRATOR:  I didn't understand the question.



             3   Did you get it, Mr. Reporter?



             4             COURT REPORTER:  Yes, sir.



             5             ARBITRATOR:  Could you read it, please.



             6             (Record read by reporter.)



             7             ARBITRATOR:  It is argumentative.  Sustained.



             8             Next question, please.



             9   BY MS. DAVIS:



            10        Q.   How would you classify the rent increase?



            11             MR. BALLANTINE:  Vague and ambiguous.



            12   "Classify"?



            13             MS. DAVIS:  Vague.



            14             ARBITRATOR:  Define what you mean by



            15   "classify."  I don't understand.  Whatever he said, I



            16   wouldn't understand the context of it because I don't



            17   understand what the question means.



            18   BY MS. DAVIS:



            19        Q.   I'm sorry --



            20             ARBITRATOR:  How is it classified?  Is it



            21   classified as a debt, is it classified --



            22   BY MS. DAVIS:



            23        Q.   Yes.  Do you classify it as a debt or a loan



            24   or -- help me, what words are there?  Those are the only



            25   two I can think of right at the moment.
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             1             MR. BALLANTINE:  Again argumentative.  I'm not



             2   understanding why a rent increase has to be classified



             3   or characterized as anything other than a rent increase.



             4   I think it lacks foundation, argumentative and could be



             5   misleading.



             6             ARBITRATOR:  I don't see where any



             7   classification would be relevant, either.  The objection



             8   is sustained.



             9             Let's move on.  We're kind of getting into



            10   never-never land that doesn't really mean anything in



            11   the context of what we're dealing with here, which is



            12   within the four corners of this ordinance and what



            13   management was attempting to do which the homeowners are



            14   attempting to prevent, and whether you call it apples,



            15   oranges or fruit salad, I don't think it makes a



            16   difference.



            17             MS. DAVIS:  The difference, your Honor, is



            18   that the homeowners and management are disputing the



            19   validity of the California Constitution in an



            20   arbitration proceeding --



            21             ARBITRATOR:  This isn't --



            22             MS. DAVIS:  -- regarding the interest rate.



            23   Is that inappropriate to bring up?



            24             ARBITRATOR:  I don't think this is the forum



            25   for that.
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             1             MS. DAVIS:  Considering they're charging an



             2   interest rate to homeowners, but if you say not --



             3             ARBITRATOR:  Did you hear his testimony on



             4   direct earlier today?



             5             MS. DAVIS:  That he believes it's average?



             6             ARBITRATOR:  That given what management would



             7   have to do to borrow that money, they would pay interest



             8   rates in that range anyway.  It's his opinion that



             9   that's valid, that the 9 percent he's using is an



            10   interest rate that is appropriate.



            11             If you have expert testimony to the contrary



            12   that you're going to call as a rebuttal witness,



            13   perhaps, I don't know the answer to that, then I would



            14   have to weigh the two.  But whether the Constitution



            15   is -- it's certainly not usurious under the California



            16   Constitution, so I don't see where it's helpful.  So



            17   let's move on.



            18             MS. DAVIS:  No more questions.



            19             ARBITRATOR:  All right, thank you.



            20             Any redirect?



            21             MR. BALLANTINE:  I have a little bit.  I would



            22   ask if we could take a short afternoon break and then I



            23   have a few questions.



            24             ARBITRATOR:  I was afraid of that.  We'll take



            25   five minutes.
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             1             (A short recess was taken.)



             2             ARBITRATOR:  We are ready.



             3             MR. BALLANTINE:  All right, redirect with Dr.



             4   St. John.



             5



             6                     REDIRECT EXAMINATION



             7   BY MR. BALLANTINE:



             8        Q.   Dr. St. John, let me just cover a few topics



             9   quickly so we can move on.  I want to ask you about the



            10   topic of legal and consulting fees incurred by the park.



            11        A.   Yes.



            12        Q.   In these proceedings and other rent-related



            13   administrative and legal proceedings, Dr. St. John, in



            14   your opinion, does the ordinance provide for the park



            15   owner to recover their legal and administrative and



            16   consulting fees for these types of proceedings?



            17        A.   Yes, it does.



            18        Q.   And can you explain how it does, this



            19   ordinance specifically provides for that?



            20        A.   Right.  I'm looking at the ordinance section



            21   11A-5, subsection (f)1, "F" as in "Frank" 1, where



            22   there's some definitions.  It says "The arbitrator shall



            23   consider all relevant factors" --



            24        Q.   So we're looking at sub-(f), kind of in the



            25   middle of the paragraph, which is only a sentence, "The
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             1   arbitrator shall consider all relevant factors"?



             2        A.   Yes, and then right below that, under (1),



             3   "Such relevant factors may include, but are not limited



             4   to, increases in management's ordinary and necessary



             5   maintenance and operating expenses."  And let me stop



             6   right there.



             7             I believe that legal and consulting fees are



             8   ordinary and necessary maintenance or operating



             9   expenses.



            10        Q.   Okay.



            11        A.   In other words, it really is essential that



            12   park owners do what we're doing here.  The parks cannot



            13   be operated in Santa Barbara County without park owners



            14   having the opportunity to do this.  This is an essential



            15   part of operating a park.



            16        Q.   "This" meaning a rent proceeding?



            17        A.   A rent proceeding.  What we're doing here is



            18   we are applying for or justifying space rent increases



            19   that are necessary to fulfill the purpose of the



            20   ordinance, which is to cover all operating expenses, all



            21   increases in operating expenses, so this is four square



            22   within that definition.



            23        Q.   Dr. St. John, you're aware that some of the



            24   legal fees that are the subject of this proceeding are



            25   the result of the park owner, park management being sued
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             1   by the homeowners in a claim that they have that the



             2   park owner didn't have an operating permit and couldn't



             3   charge any rent, and the homeowners lost that lawsuit



             4   after the park defended itself?



             5        A.   Yes, I know about that.



             6        Q.   And again, in your opinion does that fall



             7   within the ordinary and necessary operating expense of



             8   the park?



             9        A.   Yes.  I mean it certainly is important that



            10   the park defend itself against lawsuits.



            11        Q.   Okay.  And let me ask you also to go on and



            12   ask you if we also see further basis for these types of



            13   legal fees that you have just been talking about in



            14   subsection (1) that you were just reading.



            15             ARBITRATOR:  We're in (f)(1)?



            16             MR. BALLANTINE:  (f)(1).



            17        Q.   Let me draw your attention to the second line



            18   after -- it says "operating expenses," and then it says



            19   "insurance and repairs; increases in property taxes and



            20   fees and expenses in connection with operating the



            21   park."



            22        A.   Right, fees and expenses in connection with



            23   operating the park.  That would be another way of saying



            24   operating -- legitimate -- or how did they say it,



            25   "ordinary and necessary maintenance and operating
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             1   expenses."



             2        Q.   Would include fees?



             3        A.   Fees and expenses in connection with operating



             4   the park.



             5        Q.   And that could include consulting fees such as



             6   yours?



             7        A.   I believe so, absolutely.



             8        Q.   And legal fees such as the ones from my



             9   office?



            10        A.   Right.



            11        Q.   All right.  Dr. St. John, in your opinion, and



            12   we've heard about your experience working in this area



            13   and the six-plus hearings per year in rent



            14   control-related proceedings, based on that experience,



            15   in the event that an ordinance -- not this ordinance,



            16   but in the event that an ordinance said that park



            17   management could not recover legal fees for rent



            18   proceedings, in your opinion, would that be proper?



            19        A.   No, not proper.  It's my understanding --



            20   actually, you could say more specifically with reference



            21   to the case law, but it's my understanding that there is



            22   case law that says that ordinances may not prohibit the



            23   pass-through of legal and consulting fees, and therefore



            24   such a provision, if it appeared in an ordinance --



            25             ARBITRATOR:  Let's me just stop you.  We're
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             1   into an area of law and legal interpretation which I



             2   don't believe foundationally Dr. St. John claimed



             3   expertise.



             4             WITNESS:  It's true.



             5             ARBITRATOR:  So let's move on.



             6   BY MR. BALLANTINE:



             7        Q.   Let me move on.



             8             We talked about the 2011 hearing at which



             9   Dr. Barr was present, correct?



            10        A.   Yes.



            11        Q.   And Dr. Barr is a graduate of Hastings Law



            12   School, correct?



            13        A.   Yes.



            14        Q.   And he's both a lawyer and a planner?



            15        A.   Yes.



            16        Q.   And have you heard him at various proceedings,



            17   including the one in this case in 2011, opine as to the



            18   law regarding mobile home park and rent control?



            19        A.   Yes, yes, I have.



            20        Q.   Have you heard Dr. Barr express the opinion



            21   that an ordinance could not prevent a park owner from



            22   recovering legal and administrative fees --



            23        A.   Yes, yes.



            24        Q.   -- rent increase?



            25        A.   Yes.
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             1        Q.   And specifically, again, as to this case for



             2   this park and the 2011 preceding, you were present



             3   during Dr. Barr's testimony, is that correct?



             4        A.   That's true.



             5        Q.   And did Dr. Barr testify that in this case



             6   park management was entitled, under this ordinance, to



             7   recover its legal and administrative costs in the rent



             8   preceding in 2011?



             9        A.   Yes, I recall that.



            10        Q.   Thank you.



            11             In the event that a park didn't recover its



            12   legal and consulting expenses for these types of



            13   proceedings, in your opinion, as an economist, would



            14   that deprive the park owner of a fair return on its



            15   investment in the park?



            16        A.   Yes, it would.



            17        Q.   And tell us about that.



            18        A.   Well, I mean by analogy, if any other category



            19   was to be denied arbitrarily, any other category of



            20   expense were to be denied for some reason, that, too,



            21   would be a denial of a fair return.



            22        Q.   Does the park have any way of recovering



            23   income other than basically -- well, separating out



            24   utility income, which we've talked about, other than



            25   getting a rent increase for increased operating costs?
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             1        A.   No, there's no other way.



             2        Q.   And again, asking for your opinion as an



             3   economist and expert in this field, you heard some



             4   questions by the homeowners about affordability to



             5   homeowners.  Is affordability to homeowners something



             6   that is appropriate to consider in determining whether



             7   or not a park owner is getting a fair return?



             8        A.   No.



             9        Q.   And why not?



            10        A.   Well, it's simply not part of the analysis.



            11   It's not part of what we're asked to do.



            12        Q.   If a park owner was entitled -- it was



            13   established that they were entitled to a certain rent



            14   increase for a fair return and the response was that the



            15   homeowners can't afford that and therefore don't pay



            16   that, would ultimately, then, if the park owner didn't



            17   get the rent increase, would he be deprived of fair



            18   return?



            19        A.   I believe they would be.



            20        Q.   Does that essentially turn the park owner into



            21   an affordable housing project?



            22        A.   I suppose you could say that.



            23             ARBITRATOR:  We're going to stop this line of



            24   questioning entirely.  I don't need somebody to tell me



            25   what I can request and can't do.  I can figure that out.
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             1             MR. BALLANTINE:  All right.



             2             ARBITRATOR:  Thank you very much.  Let's go.



             3   BY MR. BALLANTINE:



             4        Q.   Then the final thing I want to ask you about



             5   is with respect to the allocation of the expenses in



             6   your calculations -- for example, in Exhibit 45 --



             7   between capital improvement and capital expenses.



             8             Did it make any difference in the outcome of



             9   your analysis to whether or not you allocated things or



            10   you characterized things, those expenses as capital



            11   expenses or capital improvements?



            12        A.   No.  It made no difference at all.



            13             I might mention that on the break you and I



            14   were discussing that the transformers could be



            15   considered conceivably new expenses or even betterment



            16   which would make them into a capital improvement, and I



            17   simply don't know enough to say one way or another, but



            18   it doesn't make the slightest bit of difference because



            19   that item, the electric work would be under 5, category



            20   5, or category 4, and the space rent increase



            21   required -- the amortized space rent increases would be



            22   basically the same.  It simply doesn't matter whether we



            23   call it a capital improvement or a capital expense, so



            24   it's irrelevant.



            25        Q.   As part of your analysis that you did to
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             1   prepare, well, your various written analyses, did you



             2   actually undertake an exercise of parsing out the



             3   ordinance and the language and apply it to the expense



             4   items to figure out if they were in fact capital



             5   improvements or capital expenses as defined by the



             6   ordinance?



             7        A.   Well, I did.  And I said before, there's



             8   language for the expenses and language for capital



             9   improvements that is slightly different, and my



            10   conclusion prior to this hearing was it was all in the



            11   category of capital expense.  But if somebody wants to



            12   persuade me that some part of it should be capital



            13   improvement, I would say fine, call it capital



            14   improvement, it doesn't make any difference.



            15        Q.   On the ultimate rent number?



            16        A.   The ultimate rent number would be identically



            17   the same.



            18        Q.   Thank you.



            19             MR. BALLANTINE:  Thank you.



            20             Your Honor, nothing further for Dr. St. John.



            21             ARBITRATOR:  Cross-examination, if any, on



            22   that limited redirect?



            23             MS. DAVIS:  I forgot the one question I had.



            24   I guess not.



            25             ARBITRATOR:  Welcome to the club.



                                                                            162

�











             1             MS. DAVIS:  It's absurd, isn't it?



             2             ARBITRATOR:  Nothing further?



             3             MS. DAVIS:  I thought I said no.



             4             ARBITRATOR:  Thank you.



             5             Any other witnesses to be called by the



             6   defense?



             7             MR. BALLANTINE:  No, your Honor.



             8             ARBITRATOR:  We have all of your documentary



             9   evidence dealt with?



            10             MR. BALLANTINE:  I have one other thing, two



            11   other exhibits that I will proffer, your Honor, and what



            12   they are, they are PUC rules and regulations.  They are



            13   judicial notice matters and they are official documents,



            14   official rules so they don't need authentication beyond



            15   that.  I know the homeowners have this.  There are two



            16   of them.



            17             ARBITRATOR:  These have not been marked by way



            18   of number as exhibits so let me get -- see what number



            19   we're up to.



            20             MR. BALLANTINE:  I think we're at 54, your



            21   Honor.



            22             ARBITRATOR:  Let's me just make sure that I



            23   agree with your count.  Fifty-three is here, so we're up



            24   to 53, so the next one would be 54 and you want 54 to be



            25   March 1993?



                                                                            163

�











             1             MR. BALLANTINE:  Correct, your Honor.



             2             ARBITRATOR:  Exhibit 53 is so marked.



             3             (Exhibit 54 marked for identification.)



             4             Then the next one, obviously, will be



             5   Respondent's Exhibit 55.



             6             (Exhibit 55 marked for identification.)



             7             MR. BALLANTINE:  Yes.



             8             ARBITRATOR:  Got it, okay.



             9             Ms. Davis, have you had an opportunity to look



            10   at the two PUC ordinances that he's requesting that I



            11   take judicial notice of and therefore receive these



            12   exhibits?



            13             MS. DAVIS:  I've read them both, your Honor,



            14   but one of them was a couple of years ago.



            15             ARBITRATOR:  Well, the issue is, can I take



            16   judicial notice of it, and whether it's out of date it



            17   doesn't matter, it would go to the weight rather than



            18   its admissibility, in my view, but if you have an



            19   objection that I haven't thought of, I'd be happy to



            20   hear it.



            21             MS. DAVIS:  No objection.



            22             ARBITRATOR:  Okay.  Thank you.  Exhibits 54



            23   and 55 are received.



            24             (Exhibits 54 - 55 received into evidence.)



            25             Respondent is resting?
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             1             MR. BALLANTINE:  Yes, your Honor.



             2             ARBITRATOR:  Rebuttal witnesses to be called



             3   by the petitioner?



             4             MS. DAVIS:  Mr. Waterhouse.



             5             ARBITRATOR:  All right.  Let's discuss that.



             6   I'm going to ask you for an offer of proof.  The problem



             7   I have legally, procedurally, is that a hearing such as



             8   this is supposed to go plaintiff first and then



             9   plaintiff rests and then the defendant goes and



            10   defendant rests and then the plaintiff can call rebuttal



            11   witnesses, but rebuttal witnesses are not witnesses that



            12   are simply things that should have been testified to or



            13   people who should have been called when the petitioner



            14   was putting on their case-in-chief.



            15             So I'm going to ask you for an offer of proof



            16   of what you're trying to go into with him.  I understand



            17   that Ms. Hamrick was not here last time and Mr. Allen,



            18   who frankly I thought did a very good job, was here.



            19             MS. DAVIS:  I'm sorry, Judge, did a good job?



            20             ARBITRATOR:  Yes, I thought he did a good job.



            21   He was focused, he did very good cross-examination of



            22   Mr. Waterhouse.  The question is, what are you going to



            23   go into now?  You see, rebuttal --



            24             MS. DAVIS:  I'm going to go into several



            25   subjects that Mr. Allen didn't cover because Mr. Allen
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             1   is our CPA and he was covering only numbers.  He made a



             2   mistake in saying that examination was complete when he



             3   should have said he would like to change to examining



             4   Dr. St. John and then I would take over.



             5             The rules for hearing say that hearings do not



             6   have to meet exactly according to the technical rules.



             7             ARBITRATOR:  I'm aware of that.  What I'm



             8   weighing is it's now almost 2:30 of the second day of



             9   this hearing.  We have eight-plus hours in it already,



            10   and this over what is apparently a $108 rent increase



            11   that respondent is seeking.



            12             If I were to permit you to reopen under the



            13   liberal rules that are within my discretion in the Santa



            14   Barbara ordinance, how long is it going to take you to



            15   do what you need to do?



            16             MS. DAVIS:  I have quite a few questions, your



            17   Honor, but I will be as quick as I can and just request



            18   that Mr. Waterhouse be as quick as he can.  Brevity



            19   would be no problem for me.



            20             ARBITRATOR:  Okay.



            21             Counsel, given the history of the prior case,



            22   as I understand it, it would seem to me that exercise of



            23   my discretion should be to be as complete and thorough



            24   as I can, to the extent humanly possible given the



            25   history of the litigation between the parties in this
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             1   case.



             2             MR. BALLANTINE:  Understood, your Honor.  I



             3   understand where you're coming from.



             4             I would make one observation.  What Ms. Davis



             5   apparently is asking for is to reopen, as the Court has



             6   indicated, reopen --



             7             ARBITRATOR:  Substantively, that's correct.



             8             MR. BALLANTINE:  I would point out and remind



             9   everyone here Ms. Davis was here at that time.  She was



            10   sitting next to Mr. Allen.  He was conducting the



            11   examination.  She was here, though.  I mean it's



            12   really -- it's not like they didn't have an opportunity,



            13   a full and complete opportunity to cross-examine



            14   Mr. Waterhouse, and --



            15             ARBITRATOR:  Either that, she can reopen and



            16   call him, essentially, under 776 as petitioner's witness



            17   rather than a cross-examination because she wanted to



            18   question him, apparently, about some things that weren't



            19   covered on direct examination.



            20             Is that correct?



            21             MS. DAVIS:  Correct.



            22             MR. BALLANTINE:  Well, even more so.  I



            23   mean --



            24             ARBITRATOR:  Tell me what those areas are so I



            25   can weigh the probative value, how it's going to help me



                                                                            167

�











             1   as the trier of fact.



             2             MS. DAVIS:  I wanted to ask him some questions



             3   about the homeowners' assertion that it's been less than



             4   12 months since the last rent increase.



             5             ARBITRATOR:  Okay.  What else?



             6             MS. DAVIS:  I wanted to ask him about whether



             7   or not he's had communication with the California Public



             8   Utilities Commission about the code violation



             9   pass-through, the common area electrical work.



            10             ARBITRATOR:  All right.  And?



            11             MS. DAVIS:  I wanted to ask him a few



            12   questions about street paving, nothing difficult or time



            13   consuming.



            14             ARBITRATOR:  Okay.  And?



            15             MS. DAVIS:  But I do have quite a few



            16   questions about attorney's fees, and that's about it.



            17             Oh, I'm sorry, I have questions about the



            18   applicability of the Nomad Village rental agreements.



            19             ARBITRATOR:  What is the relevance of the PUC



            20   code violations?  How does that affect what my decision



            21   is going to be, whatever it is, or turns out to be?



            22             MS. DAVIS:  How does it affect?  Was that your



            23   question, how does it affect?



            24             ARBITRATOR:  Yes.  There were PUC violations,



            25   apparently, that are part of some of the exhibits I've
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             1   received that are acknowledged, they were corrected, no



             2   fines or fees were imposed.



             3             MS. DAVIS:  No, but there was a penalty



             4   imposed.  The penalty was abatement of the code



             5   violations, and management has completed that abatement,



             6   but the California Public Utilities Commission comes



             7   into play because they have jurisdiction over some of



             8   the utilities, including electric.  And according to



             9   State law, code violations have to be paid for by the



            10   park owner without passing -- without charging



            11   homeowners for abatement, including attorneys' fees.



            12             It's very clear in the Health and Safety Code



            13   and the Mobile Home Residency Law, and our question to



            14   the California Public Utilities Commission is whether



            15   their Attachment A that says common area costs are



            16   allowed for pass-through preempts state law on other



            17   levels.  They have opened a case which means they are



            18   considering it very seriously.



            19             And the first page of Exhibit G -- I believe



            20   it is Exhibit G -- is confirmation that the case has



            21   been opened.



            22             ARBITRATOR:  Let me see if I can find Exhibit



            23   G.



            24             MS. DAVIS:  I have a copy.



            25             ARBITRATOR:  I have G1.  That appears to be
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             1   the settlement agreement.  I'm sorry, that's a defense



             2   exhibit.



             3             Counsel, this is noted.  I'm going to permit



             4   this and I'm going to try to run herd on it so we don't



             5   run over time.



             6             MR. BALLANTINE:  I'm sorry?



             7             ARBITRATOR:  I'm going to permit her to go and



             8   be concise and if necessary I'll make some of my own



             9   objections if I don't think it's going to help.



            10             MR. BALLANTINE:  Okay.  Let me just comment on



            11   the PUC issue, your Honor.  What we learned a few days



            12   ago was that last October Ms. Davis filed a complaint



            13   with the state PUC raising allegations that are very



            14   similar to the ones raised in this proceeding as well.



            15   We only learned about it a few days ago.  Apparently it



            16   may or may not be something the park has to defend



            17   itself in and incur yet additional costs.



            18             I do have a lot of concerns about examination



            19   of Mr. Waterhouse in a lawsuit that's been filed against



            20   him or a proceeding that's been filed against him by



            21   Ms. Davis in another proceeding.  I don't think it's



            22   relevant.  I don't think that proceeding is relevant



            23   here.  It's troubling to me that they would do that when



            24   we're also essentially defending this arbitration on the



            25   same issues.
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             1             So in any event, I raise that as an issue of



             2   concern, your Honor.



             3             ARBITRATOR:  That causes me concern, also.



             4   It's not a criminal proceeding so there's no Fifth



             5   Amendment issue.



             6             MR. BALLANTINE:  That's true.  I agree with



             7   that, but there may be issues regarding defending



             8   against it and there may be issues of conversations that



             9   I have had with Mr. Waterhouse about it.  He has no



            10   independent knowledge about it other than through me.



            11             ARBITRATOR:  She wouldn't be able to go



            12   through attorney-client materials.



            13             MR. BALLANTINE:  Yes.



            14             MS. DAVIS:  I'm sorry, I didn't hear that.



            15             ARBITRATOR:  I said his only knowledge he has



            16   about it in some of the areas that you may ask about is



            17   information he got from his attorney, and you don't get



            18   to get that, that's attorney-client privilege.



            19             MS. DAVIS:  Yes, I understand that.



            20             ARBITRATOR:  All right.



            21             Mr. Waterhouse, do you want to find a seat



            22   somewhere near your counsel and a microphone so we can



            23   hear you.  You were sworn at the last hearing.  You



            24   remain under oath.  Nice to have you back, good to see



            25   you.
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             1             You may proceed and be very expeditious,



             2   please, because this really should have been done last



             3   time.



             4             MS. DAVIS:  Yes.



             5             ARBITRATOR:  And as counsel pointed out, you



             6   were here, and if Mr. Allen was acting as lead counsel



             7   and forgot something --



             8             MS. DAVIS:  I did.  Didn't you notice?



             9             ARBITRATOR:  No.  You should have had a



            10   conversation with him and say "We've got to do this" or



            11   should have said something before he said he rested.



            12             MS. DAVIS:  Point taken, your Honor.



            13             ARBITRATOR:  Anyway, let's go.



            14



            15                      KENNETH WATERHOUSE,



            16               having been previously sworn, was



            17              examined and testified as follows:



            18



            19                 CROSS EXAMINATION (Reopened)



            20   BY MS. DAVIS:



            21        Q.   Mr. Waterhouse, you mentioned at one time you



            22   own about 90 parks in California, is that right?



            23        A.   Yes, we own and manage 90 parks in California,



            24   one in Reno, Nevada.



            25        Q.   I'm sorry, I should have said your limited
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             1   liability company.  Would that be more accurate?



             2        A.   Waterhouse Management is a corporation and the



             3   management company to approximately 90-plus parks.



             4        Q.   Oh, so they are not all yours?



             5        A.   No.



             6        Q.   Oh, I understand.  Thank you.



             7             How many of those that are your parks or owned



             8   by LLCs with whom you're a principal -- that wasn't very



             9   clear, was it?



            10        A.   Not really.



            11        Q.   How many are parks owned by your limited



            12   liability companies are rent controlled?



            13             MR. BALLANTINE:  Objection.  Relevancy,



            14   financial privacy.



            15             ARBITRATOR:  Sustained.



            16   BY MS. DAVIS:



            17        Q.   Do you have written arbitration agreements



            18   with any of your parks?



            19             MR. BALLANTINE:  Objection.  Your Honor.



            20   Relevancy.



            21             ARBITRATOR:  What's the relevance of that?



            22             MS. DAVIS:  We are in arbitration.



            23             ARBITRATOR:  Okay.  If he has 60 parks that



            24   have arbitration agreements and 40 that don't, or 30



            25   that don't, so what?  How does that affect us here?
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             1             MR. BALLANTINE:  And I think this is a



             2   different kind of arbitration.  It's an arbitration



             3   imposed by the Santa Barbara County Rent Control



             4   Ordinance.



             5             ARBITRATOR:  I agree with that also, but I'm



             6   taking a broader view.



             7             MS. DAVIS:  I'm trying to find out if the



             8   arbitration agreement is required between management and



             9   homeowners of rent controlled parks, if the ordinance



            10   requires arbitration.



            11             MR. BALLANTINE:  I think it's an



            12   apples-and-oranges issue, your Honor.



            13             ARBITRATOR:  Whether the law says they've got



            14   to have an arbitration agreement, the ordinance in Santa



            15   Barbara provides for it for this kind of case, that's



            16   all really I care about, is what's required in this kind



            17   of a case.  I don't care if there's a trespass issue or



            18   some other unlawful entry into the park or into a home,



            19   a homeowner, mobile home by then and it has to be



            20   arbitrated or goes to a trial or whatever.  I don't see



            21   that that helps me at all.



            22             Next question, please.  Sustained.



            23   BY MS. DAVIS:



            24        Q.   Does management have --



            25             May I ask if he has one with us?
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             1             MR. BALLANTINE:  Well, relevance again to the



             2   extent that we're talking about an arbitration under the



             3   ordinance that's imposed regardless of any agreement or



             4   not.  They are the ones that invoked arbitration; we're



             5   not disputing that we're participating.  Relevance.



             6             MS. DAVIS:  Then do I understand that



             7   management doesn't dispute that this is compulsory



             8   arbitration.



             9             ARBITRATOR:  This is compulsory arbitration



            10   under the ordinance.



            11             MR. BALLANTINE:  Under the ordinance.  It is



            12   what it is.



            13             ARBITRATOR:  Yes.



            14             MS. DAVIS:  May I ask his Honor a question?



            15             ARBITRATOR:  Yes.



            16             MS. DAVIS:  Does that mean it's also



            17   statutory --



            18             ARBITRATOR:  No.



            19             MS. DAVIS:  -- the ordinance?



            20             ARBITRATOR:  I think you're misunderstanding



            21   the term "statutory."  It's not a legal -- this



            22   ordinance is for purposes of this kind of proceeding and



            23   these issues, it is the law that applies to these kind



            24   of proceedings, and it requires arbitration.



            25             MS. DAVIS:  Yes, I understand.  But what I'm
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             1   asking is, it's compulsory arbitration, but can it also



             2   be, on a different definition, be statutory?  I'm asking



             3   about the definition.



             4             ARBITRATOR:  I don't know that I know the



             5   answer to that question.  I don't know if you can



             6   consider this ordinance a statute then it's statutory.



             7             I don't think it matters in terms of the



             8   outcome.  We're here because we have to be here because



             9   that's what the ordinance says.  The ordinance empowers



            10   me to do certain things and prevents me from doing



            11   certain other things as a trier of fact.  Whether



            12   there's another agreement that the facts will be



            13   different, if it wasn't a rent increase, it would have



            14   to be arbitrated, but what difference does it make?



            15             The relevance is sustained.



            16             MR. BALLANTINE:  Thank you.



            17             ARBITRATOR:  Next question.



            18   BY MS. DAVIS:



            19        Q.   All right, then.  Were you aware of



            20   homeowners' motion for summary judgment before the first



            21   day of hearing in November?



            22             MR. BALLANTINE:  Objection.  Your Honor.



            23   Relevance.  If he's aware of it, it may have been



            24   through me, but it's already been ruled on, the motion



            25   for summary motion.
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             1             MS. DAVIS:  I can't hear you, Mr. Ballantine,



             2   I'm sorry.



             3             MR. BALLANTINE:  Relevance.  The motion has



             4   already been ruled on.  Also, attorney-client privilege



             5   to the extent that I was served with the motion, not



             6   Mr. Waterhouse, so any communication would have been



             7   between me and Mr. Waterhouse.



             8             ARBITRATOR:  Sustained on all grounds, but



             9   relevance, particularly, as well as attorney-client



            10   privilege.



            11             You were here the last time.  I ruled that the



            12   summary judgment motion was not in proper form.



            13             MS. DAVIS:  I did hear, yes, your Honor.



            14             ARBITRATOR:  So it couldn't be made on that



            15   ground.  Besides that, there are triable issues of fact



            16   even if I considered it on its merits, and it would be



            17   denied there, too, so whether he was aware of it or



            18   whatever he did about it or thought about it or how he



            19   learned about it doesn't change anything.  Where does



            20   that help us defeat what you're trying to do with the



            21   rent increase?



            22             MS. DAVIS:  What I'm trying to do is learn if



            23   he's aware what it said so that I may ask him some



            24   questions about it.  Was aware of our grounds?



            25             ARBITRATOR:  Well, without reference to the
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             1   summary judgment, just ask him, are you aware that one



             2   of the grounds we're defending this on is this, one of



             3   the grounds we're defending this on is this, one of the



             4   grounds we're defending this on is this, and then ask



             5   your questions that are relevant to that.  That will



             6   make it cleaner.



             7             MS. DAVIS:  Thank you.



             8             ARBITRATOR:  You bet.  Happy to do it.



             9   BY MS. DAVIS:



            10        Q.   Mr. Waterhouse, are you aware that we are



            11   objecting to this rent increase as being within 12



            12   months of the last rent increase?



            13             MR. BALLANTINE:  I would just interpose a



            14   limited object on that.  Object to the extent that it's



            15   calling for attorney-client privilege communication,



            16   which really gets me to a problem.  It really doesn't



            17   matter if he's aware of the basis.



            18             ARBITRATOR:  Well, I know where the question's



            19   going to go.  I'm going to overrule it subject to a



            20   motion to strike.



            21             You may answer the question.  I don't think it



            22   invades privilege.  Are you aware that that is one of



            23   the defenses that they are raising?



            24             WITNESS:  Yes.



            25             ARBITRATOR:  Thank you.
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             1             Next question.



             2   BY MS. DAVIS:



             3        Q.   Do you have an opinion as to that assertion?



             4        A.   No.



             5        Q.   Would you like to share it with us, please?



             6        A.   I said "no."  My answer was no, I don't have



             7   an opinion.



             8        Q.   Oh, I'm sorry.  I thought you said "yes."



             9             So you don't dispute our claim that it's been



            10   less than 12 months since the rent increase beginning



            11   July 1, 2016?



            12             MR. BALLANTINE:  Objection, your Honor.



            13   Argumentative, assumes facts not in evidence.



            14             ARBITRATOR:  Overruled.



            15             You may answer the question.



            16             WITNESS:  Yes, I do dispute it.



            17   BY MS. DAVIS:



            18        Q.   Thank you.  I think that would be your



            19   opinion, yes.  Thank you.



            20             Now, did the arbitrator in 2008 -- may I use



            21   his name?



            22             ARBITRATOR:  Whatever the arbitrator did in



            23   2011 or whenever that hearing was is not binding on me.



            24             MS. DAVIS:  No, your Honor, but it's in the



            25   exhibits and may I ask about the exhibits?
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             1             ARBITRATOR:  I've had a whole lot of exhibits



             2   that have been proffered that have been received without



             3   objection from either side.  Many of them, if not most



             4   of them have little relevance to what I'm being asked to



             5   do.  Your defense is whether he's aware of them and what



             6   he thinks of them.  You're going to argue them to me



             7   ultimately as to why I should go your way, and they are



             8   going to argue to me why I should go their way, so what



             9   he thinks about your affirmative objections to the rent



            10   increase, they are what they are, whether he agrees with



            11   them or not.  He can believe he's a Volkswagen; it



            12   doesn't mean he has to sleep in the garage.



            13             MS. DAVIS:  It's not his opinion I'm after,



            14   your Honor.



            15             ARBITRATOR:  Well, it seems to be where you're



            16   going.  Try again.



            17             MS. DAVIS:  I'll try again.  And by the way,



            18   Mr. Biersmith's awarded opinion is in management's



            19   exhibits, not ours.  It sounded like you thought I meant



            20   our exhibits.



            21             ARBITRATOR:  If you asked me what is in who's



            22   exhibits, I couldn't tell you without an index.



            23   BY MS. DAVIS:



            24        Q.   Mr. Biersmith's August -- no, December 20,



            25   2011, award, he awarded $320,000 in an escrow account
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             1   with a provision, didn't he?  The provision was that any



             2   monies not spent on capital improvements within six



             3   months of this award would be returned to homeowners.



             4   Do you remember?



             5             MR. BALLANTINE:  Objection to the extent the



             6   document is not in front of the witness.



             7             MS. DAVIS:  I'm sorry?



             8             MR. BALLANTINE:  I said objection to the



             9   extent the document is not in front of the witness.



            10             ARBITRATOR:  Do you recall that, what she



            11   recited in that award?



            12             WITNESS:  No, sir, I don't.



            13             MS. DAVIS:  It's management's Exhibit 19,



            14   page 3.



            15             ARBITRATOR:  Do you have your exhibits there?



            16   Exhibit 19, page 3.



            17             MS. DAVIS:  Oh, I'm sorry, that page is



            18   missing from our copy.  It's homeowners F, page 3.



            19             ARBITRATOR:  Homeowners F, page 3.



            20             MS. DAVIS:  My apologies.  I was reading this.



            21   It's exhibit -- management's Exhibit 18 --



            22             ARBITRATOR:  All right, hang on.



            23             MS. DAVIS:  -- page 15.



            24             ARBITRATOR:  Well, your Exhibit F doesn't have



            25   a page 15.
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             1             MS. DAVIS:  No, it's management Exhibit 18,



             2   page 15.



             3             CLERK:  That should be Q.



             4             ARBITRATOR:  Which exhibit am I supposed to be



             5   looking at and where?  You said it was Exhibit 18 of



             6   theirs.



             7             MS. DAVIS:  Management's Exhibit 18, page 15.



             8             ARBITRATOR:  Okay.



             9             MR. BALLANTINE:  We have that, your Honor.



            10   BY MS. DAVIS:



            11        Q.   So you do remember or you just read that?



            12        A.   Yes, I did.



            13        Q.   And it's true?



            14        A.   What is true?



            15        Q.   That what I quoted is on that page?



            16             MR. BALLANTINE:  Well, I'm not sure what that



            17   means.  The document says what it says.



            18             ARBITRATOR:  The document says what it says.



            19   I note that it says exactly what you said it said.



            20             Next question.



            21   BY MS. DAVIS:



            22        Q.   Were any capital improvements made within six



            23   months?  I mean was any of the money, the $320,000 spent



            24   on capital improvements?



            25        A.   The money was ready to be spent, we were
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             1   prepared to spend it until the homeowners appealed the



             2   decision and held us up from spending the money.  The



             3   money was in a reserve account held by the bank.  And we



             4   were paying interest on that money, also.  It was only



             5   through your appeal, the appeal of the homeowners



             6   association that stopped us from doing the work.  My



             7   understanding is that the arbitrator was trying to hold



             8   jurisdiction within this case for six months, but then



             9   the appeal came from the HOA which then held up quite a



            10   few months before we could do anything.



            11        Q.   That wasn't my question.  May I repeat it?



            12             ARBITRATOR:  I thought you got an answer.



            13             MS. DAVIS:  No.  I got a reason for the answer



            14   that I didn't hear the answer.



            15             ARBITRATOR:  The answer was that none of the



            16   money, there's money that was not spent because of the



            17   appeal.  The appeal essentially throws any obligation or



            18   any opportunity to or any right they had to do it until



            19   the appeal was over.



            20             WITNESS:  Yes, sir.



            21             MS. DAVIS:  Yes, your Honor.  But the first



            22   six words would have been enough.



            23             ARBITRATOR:  Next question.



            24   BY MS. DAVIS:



            25        Q.   And after the Board of Supervisors vacated
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             1   almost every award that the arbitrator made, the



             2   arbitrator's second award, or revised -- I'm sorry,



             3   revised award and opinion on remand of August 2012,



             4   that's page 3 of our Exhibit F.  He said -- can you read



             5   item No. 1, please?



             6             MR. BALLANTINE:  You mean the award on page 3?



             7   It says what it says.



             8             WITNESS:  The amount of the temporary increase



             9   is, money sign, dash zero dash per month, period.



            10   BY MS. DAVIS:



            11        Q.   So the arbitrator confirmed the awards vacated



            12   in that award?



            13             MR. BALLANTINE:  Well, objection.



            14   Argumentative.



            15             ARBITRATOR:  It is.  The document says what it



            16   says.  Let's move on.



            17   BY MS. DAVIS:



            18        Q.   And then during the court proceedings with



            19   Judge Anderle, did he also say that the $320,000 could



            20   be charged to the homeowners?



            21        A.   My understanding, it was remanded back to the



            22   arbitrator for that decision.



            23        Q.   For the $320,000?



            24        A.   That's my understanding.



            25        Q.   Or a different amount?
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             1        A.   I don't have the exact amount, but it was what



             2   we had in the reserve amount, which I think was a little



             3   over $320,000.



             4        Q.   Would you look at your Exhibit 36, page 26,



             5   paragraph 4.



             6             MR. BALLANTINE:  Page what?



             7             MS. DAVIS:  Page 26, paragraph 4.



             8             MR. BALLANTINE:  There's a lot of stuff on



             9   that page.  Is there something we should look at?



            10             ARBITRATOR:  Paragraph 4, "The finding of the



            11   arbitrator will include."



            12             And the question is?



            13   BY MS. DAVIS:



            14        Q.   And the question is:  Does that paragraph



            15   indicate the judge ruled that $320,000 was not an



            16   appropriate rent increase and that it should be vacated



            17   per the Board of Supervisors.



            18             MR. BALLANTINE:  Objection to the extent it's



            19   calling for a legal conclusion.  The document says --



            20             ARBITRATOR:  Sustained.  It says what it says.



            21             MS. DAVIS:  Oh, I finally get it.  It says



            22   what it says.



            23             ARBITRATOR:  Yes.  It's in evidence.  It's



            24   been received.



            25             MS. DAVIS:  You forget we're not attorneys.
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             1             ARBITRATOR:  I understand.  Any document



             2   that's been received in evidence, when it's time for you



             3   to argue it, you can argue it and put whatever spin you



             4   think is appropriate under the circumstances and I will



             5   certainly consider that.



             6   BY MS. DAVIS:



             7        Q.   Did you discontinue that award as soon as the



             8   judge's ruling was final?



             9        A.   I'm sorry, I couldn't hear you.  I'm sorry.



            10        Q.   Did you discontinue the $320,000 award that



            11   was vacated by the judge?



            12             ARBITRATOR:  What do you mean "discontinue"?



            13   I don't understand the question.



            14   BY MS. DAVIS:



            15        Q.   Discontinue charging the homeowners for that



            16   award?



            17             MR. BALLANTINE:  Objection.  Vague and



            18   ambiguous.



            19             ARBITRATOR:  Do you understand the question?



            20             WITNESS:  As it wasn't final at the time, so



            21   we continued.



            22             ARBITRATOR:  Okay.  It wasn't final at the



            23   time so they continued.



            24             Next question.



            25   BY MS. DAVIS:
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             1        Q.   That award was final.



             2             ARBITRATOR:  That's argumentative.  Next



             3   question.



             4   BY MS. DAVIS:



             5        Q.   In the next paragraph, a separate amount was



             6   remanded back to the arbitrator, but the $320,000 was



             7   not.



             8             MR. BALLANTINE:  Objection.



             9             ARBITRATOR:  Okay.  It says what it says.  I'm



            10   not sure how that has anything to do with what we're



            11   doing here or what they're seeking here and what you're



            12   objecting to here.



            13             MS. DAVIS:  What we're objecting to is five



            14   more years of charging for a $320,000 escrow account



            15   that was vacated by the Board of Supervisors and the



            16   arbitrator and Judge Anderle, and he hasn't started



            17   refunds and that constitutes a rent increase that's less



            18   than 12 months, according to the ordinance.



            19             ARBITRATOR:  Okay.  That's argument.  If



            20   there's evidence of that, I will consider that argument.



            21   Whether he knows about it or not, the documents are in



            22   evidence.



            23             MS. DAVIS:  The documents are in evidence,



            24   yes.  He's the manager, the management company of the



            25   park.  Shouldn't he know whether or not he discontinued
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             1   that increase?



             2             ARBITRATOR:  Whether he knows about what the



             3   contents of the documents are doesn't change the content



             4   of the document or their import.



             5             MS. DAVIS:  All right.  The question I asked



             6   is not in any of -- it doesn't come from the documents.



             7             ARBITRATOR:  Ask your question again.  You're



             8   confusing me.



             9   BY MS. DAVIS:



            10        Q.   Why didn't you stop charging the homeowners



            11   for a vacated increase as soon as it was vacated, or I



            12   should say in 2014, when it was vacated?



            13        A.   We felt --



            14             MR. BALLANTINE:  Objection.  Asked and



            15   answered.  But you can answer again.



            16             ARBITRATOR:  Answer it again.



            17             WITNESS:  We felt it was not final at that



            18   time.  We were still under appeals and more appeals and



            19   continued this thing beyond appeal.



            20             They just appealed again last week, the last



            21   arbitrator, again, decision.



            22   BY MS. DAVIS:



            23        Q.   Mr. Waterhouse, could you speak a little



            24   louder?



            25        A.   Yes.  I'm saying we've been under petition
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             1   quite a few times with you, and we still don't have a



             2   final notice of anything because this Tuesday you went



             3   to the Board, back to the Board and asked them to appeal



             4   on your behalf again and remand it back to the



             5   arbitrator after you -- they did it again for you so



             6   there is no conclusion because you continue and the



             7   County continues to remand it back.



             8             It's been remanded back to a judge, remanded



             9   back to the same arbitrator.  So the arbitrator in one



            10   decision, that was remanded back, he made a second



            11   decision, you didn't like that so it was remanded back,



            12   and now we're in another new one, and it's just



            13   continuing.



            14             You keep remanding things back and we can't



            15   get any final conclusion, and all we want to do is have



            16   conclusion.  We want to take care of this case and end



            17   it and go on and take care of our own business.  That's



            18   all we're asking.



            19        Q.   Is the $320,000 escrow account still up for



            20   remand?



            21             ARBITRATOR:  I don't know what you mean by "up



            22   for remand."



            23             Is the $320,000, whatever the amount is, still



            24   in that account and that account exists?



            25             WITNESS:  No, your Honor.  That money has been
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             1   spent on the roads and electrical already, and that's



             2   the reason we're here, is getting a second fair rate of



             3   return.  Because it was remanded from the first



             4   arbitrator.  The County ordinance specifically states



             5   that, in my opinion, that we can collect -- we're under



             6   the impression that we can collect the funds before we



             7   spend them, and we can have them in there, start



             8   charging before we spend them.



             9             And the arbitrator gave us that latitude.  And



            10   then it was remanded back to the judge.  The judge sent



            11   it back to the -- remanded it to the arbitrator and he



            12   would not rule, then, on that $327,000, I think it was,



            13   in there, and now we're in front of you because that was



            14   remanded back to him several times and now we're



            15   remanded back to him, the whole thing.



            16             So it's a quagmire, unfortunately, for



            17   everybody because now we're before you as an arbitrator



            18   and it's just a constant battle.  Every time we think we



            19   have closure from an arbitrator, they appeal it to the



            20   County and the County says remand it back.



            21             ARBITRATOR:  So the $320,000 has been -- or



            22   $327,000 has been spent on improvements now?



            23             WITNESS:  Yes, sir.



            24             ARBITRATOR:  Okay.



            25             Next question.
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             1   BY MS. DAVIS:



             2        Q.   And that is included in this rent increase?



             3        A.   Yes, it is.



             4        Q.   So you really have no reason not to refund



             5   homeowners the $320,000 from 2011 increase?



             6        A.   This is still being disputed.  That's what I



             7   was saying, it's still being disputed.



             8        Q.   My understanding is the amount that was in



             9   question and remanded back to the arbitrator is separate



            10   from the $320,000.



            11             Since Mr. Ballantine himself testified on



            12   September 19 that none of the money had been spent --



            13   it's in the transcript, your Honor.



            14             MR. BALLANTINE:  Well, argumentative, lacks



            15   foundation.  The question was her understanding of such



            16   and such, and that's not a question.



            17             MS. DAVIS:  All right, here's my question.



            18        Q.   Doesn't your attorney, Mr. Ballantine, say on



            19   page 13 of his September 19, 2011, transcript in his



            20   opening statement that none of the money had been spent?



            21        A.   I don't have that document in front of me.



            22        Q.   It's in the binder.  It's your Exhibit 16.



            23   It's your Exhibit 16, page 13, lines 18 through 24.



            24             MR. BALLANTINE:  I'm sorry, what is the



            25   reference?
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             1             ARBITRATOR:  She's on Exhibit 16, page 13,



             2   lines 18 through 24.



             3             MS. DAVIS:  Yes, your Honor.



             4             MR. BALLANTINE:  Page?  I'm sorry.



             5             MS. DAVIS:  The page numbers of the transcript



             6   itself are at the bottom or your page.



             7             MR. BALLANTINE:  That's what is confusing, one



             8   of the things that's confusing me.  I can go off either



             9   page, I just need to know which one.



            10             ARBITRATOR:  Page 16, she said, lines 18



            11   through 24.  And I'm on page 16 --



            12             MS. DAVIS:  13.



            13             ARBITRATOR:  Page 13, thank you.



            14             This statement was made on September 19, 2011.



            15   That's five and a half -- almost five and a half years



            16   ago.  And he says "The third area is the infrastructure,



            17   and it's $320,000.  None of the money has been spent



            18   yet, although it's been paid in."



            19             Okay.  I assume that was the status of things



            20   in 2011.



            21             MR. BALLANTINE:  Correct.  I'll acknowledge



            22   that's what the transcript says that I said.  It wasn't



            23   testimony but it was opening statement.  That's what was



            24   said.  Mr. Waterhouse just basically testified to the



            25   same effect just now.  That was the status at the time.
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             1   Whatever the relevance is here today, and I can't fathom



             2   it, that is what he said.



             3             ARBITRATOR:  My understanding is that it's the



             4   petitioner's belief that money that was put into that



             5   account was to be spent for improvements, and that was



             6   for part of the other award, and even though it hadn't



             7   been spent they were being charged for it and therefore



             8   that constituted a rent increase, and therefore your



             9   notice of rent increase that's at issue here is invalid



            10   because rent has been charged for the same thing,



            11   essentially a double charge.  Is my understanding



            12   correct?  That's the allegation?



            13             MS. DAVIS:  That's close enough.



            14             ARBITRATOR:  So next question?  That's what I



            15   understand.  I'm not sure how probative or helpful



            16   that's going to be, but it may in some way affect



            17   Dr. St. John's testimony and the numbers he used to do



            18   his calculations, I suppose.  I don't know where yet.



            19             MR. BALLANTINE:  Well, there may have been a



            20   charge, but how that's a notice of rent increase --



            21   they're talking about a 2011 increase, but understood.



            22   I just want to get through the facts and we can do



            23   argument later.



            24             ARBITRATOR:  Yes.



            25             Okay, next question.
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             1   BY MS. DAVIS:



             2        Q.   As of the date that Mr. Ballantine made that



             3   statement in his opening remarks, none of the $320,000



             4   had been spent, yet you're saying that that award is not



             5   final because there's $62,000-plus that's been spent



             6   from that, is that what you're saying?



             7             ARBITRATOR:  I didn't understand that



             8   question.



             9             MS. DAVIS:  That was a little convoluted,



            10   wasn't it?



            11             ARBITRATOR:  It was.  The fact that there was



            12   $320,000 in the account in September 2011, six years



            13   ago --



            14             MS. DAVIS:  That's what I'm trying to get to.



            15        Q.   But on the next day of the hearing, Mr. Garcia



            16   said that $62,145.55 of capital improvements had been



            17   spent.  He didn't specify it was from the $320,000



            18   escrow account, but do you know if it was?



            19             MR. BALLANTINE:  Well, I'm going to object on



            20   that, your Honor.  Now what she's doing is trying to



            21   reargue a 2011 arbitration proceeding, I think, which is



            22   unfortunately repeatedly under appeal by the homeowners



            23   because they don't like the result.



            24             MS. DAVIS:  That's your interpretation.



            25   Mr. Ballantine, please.
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             1             ARBITRATOR:  Let him make his objection.



             2             MS. DAVIS:  All right.



             3             MR. BALLANTINE:  It seems to me that this is



             4   all very collateral, but I do object to this ongoing



             5   questioning.  The question itself was argumentative.  I



             6   object on the grounds of relevancy.  I object on the



             7   grounds of, potentially, attorney-client privilege



             8   communication to the degree she's asking the witness



             9   procedural things that happened in another arbitration



            10   proceeding.  That may potentially still be subject to a



            11   pending proceeding because of the homeowners' appeal.



            12   But really, the fundamental objection is relevancy to



            13   this preceding.



            14             ARBITRATOR:  Whether the $62,000 came out of



            15   there or not, I can't see the relevancy.  Sustained.



            16             Next question.



            17   BY MS. DAVIS:



            18        Q.   Then I'll back up.  You said that the award of



            19   $320,000 -- actually, you said the arbitration isn't



            20   final.  That is true, but did you also mean that the



            21   vacation of the $320,000 award was not final as well?



            22             ARBITRATOR:  Well, that calls for a legal



            23   conclusion on his part, and whatever his opinion is is



            24   not a matter of law so I'm going to sustain my own



            25   objection to that.



                                                                            195

�











             1             Let's move on.  He can't give you legal



             2   opinions.  Whether something is or is not final is a



             3   legal question.



             4   BY MS. DAVIS:



             5        Q.   Even though the 2011 arbitration isn't final,



             6   do you intend to refund homeowners overpayments of the



             7   $320,000 escrow account?



             8             MR. BALLANTINE:  Vague and ambiguous as to



             9   time.



            10             WITNESS:  (No audible response.)



            11   BY MS. DAVIS:



            12        Q.   When?



            13             ARBITRATOR:  Well, the questions make it very



            14   tough to rule intelligently on objections.



            15             MR. BALLANTINE:  I mean I guess the problem



            16   is, your Honor, I mean I spoke of this.  It's been a



            17   long time now.  I did speak of that issue, and I think



            18   Mr. Waterhouse did, too, at the first arbitration



            19   hearing, and we acknowledged that there is potentially a



            20   rent credit due to the homeowners for some of that



            21   money, and the problem is that the argument is we don't



            22   know what that number is until it's final, and we've



            23   been hoping for a long time for finality and yet due to



            24   the extraordinary time the County has taken to resolve



            25   this, and the multiple, really, unsuccessful appeals by
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             1   the homeowners have simply protracted it.



             2             So it's acknowledged that there may be



             3   something owing, but the park is in a box because they



             4   don't have finality on the one proceeding and yet the



             5   homeowners have resisted the rent increase on the basis



             6   of any capital expense items in this proceeding as well,



             7   and so now the park owner has objected to two



             8   arbitration proceedings initiated by the homeowner.



             9             But my comment and I did address that general



            10   issue in the opening statements, we're aware of that.



            11   Mr. Waterhouse has testified that he wants finality so



            12   he can work out some rent credits.  I don't see that



            13   this line of examination is particularly productive,



            14   however, to any resolution of an issue in this



            15   proceeding, at least the way that they're being asked.



            16             ARBITRATOR:  I'm not sure that any rent



            17   increase that I do or don't approve is going to have any



            18   effect on whatever credits may be due to the homeowners



            19   under the other case when that case ultimately becomes



            20   final.



            21             MR. BALLANTINE:  Yeah, right, exactly.  I



            22   think they are independent, and if we wind up having



            23   finality here and finality there, great, then we'll know



            24   where we're at and there will be some determination that



            25   can be made.
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             1             The park owner's problem, of course, is that



             2   it's still a live case and the park owner could do



             3   certain things in the other case, we're not amending the



             4   prior case, and then this case is resolved and the park



             5   owner doesn't get the rent pass-through in this case



             6   when the park owner has waived all right is,



             7   potentially, in a situation of waiving things.  So the



             8   way we see that is ultimately they have to be determined



             9   on the merits and if there's a final ruling that



            10   ultimately means that the park owner owes something, the



            11   park owner --



            12             ARBITRATOR:  The park owner obviously will pay



            13   it.



            14             MR. BALLANTINE:  The park owner will pay it.



            15   They'll have to pay it.



            16             But the flip side is the park owner -- the



            17   park owner is entitled to get -- we think the park owner



            18   is entitled to collect that one place or the other, and



            19   the homeowners are saying no in both places, and that's



            20   the problem.



            21             So we're just following the ordinance, trying



            22   to resolve this.  I understand to some degree the



            23   concern and the frustration by the homeowners about that



            24   issue.  We share the same frustration.  We'd love to



            25   have finality, but I think at the end of the day
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             1   procedurally we have to follow the procedures that the



             2   ordinance forces us to follow and so they are



             3   independent proceedings.  And that goes back to my



             4   ongoing objections of relevancy of questions about this



             5   old -- this 2011 arbitration proceeding.  They're simply



             6   not relevant to anything determined here.



             7             And as your Honor indicated, if the park owner



             8   winds up owing something on the 2011 proceeding, which



             9   they may, then they'll have to pay it one way or the



            10   other.  That's independent of this proceeding.  We'd



            11   love to have some proceeding final so we know where



            12   we're at.



            13             ARBITRATOR:  Okay.



            14             MR. BALLANTINE:  Thank you for listening to



            15   that, your Honor.



            16             ARBITRATOR:  That was longer than it needed to



            17   be.



            18             MR. BALLANTINE:  It was, I agree.



            19             MS. DAVIS:  What was the objection?



            20             MR. BALLANTINE:  Relevance.



            21             ARBITRATOR:  What we have is this.



            22             MS. DAVIS:  I'm sorry?



            23             ARBITRATOR:  What we have is.  We have,



            24   apparently, a $320,000 order for an impound account in



            25   the earlier arbitration.  That money was apparently
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             1   deposited into the impound account.  Some of it has been



             2   spent, not in 2011 but sometime subsequently for



             3   improvements in the park.



             4             If there was more money in the account than



             5   was spent for those improvements, it would seem



             6   reasonable to believe that sometime in the other case



             7   there will be an order refunding the balance, whatever



             8   it is -- $100,000, $20,000, whatever it might be -- to



             9   the homeowners.



            10             MS. DAVIS:  That's not true, your Honor.



            11             ARBITRATOR:  Really?  Why wouldn't it be?



            12             MS. DAVIS:  For the 2011 case, none of the



            13   $320,000 was spent within a time period required and



            14   before this rent increase.



            15             ARBITRATOR:  Well, that's argument.



            16             MS. DAVIS:  May I continue?



            17             That account has now been spent on this rent



            18   increase.  So we're paying twice, essentially, for the



            19   same rent increase of an escrow account of $320,000, and



            20   what was in the escrow account that management paid



            21   towards 333-plus K in this rent increase.



            22             If any of the money was spent before this rent



            23   increase that had anything to do with 2011, he would not



            24   have had $333,000 in the account to spend.



            25             ARBITRATOR:  That depends on when it was
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             1   spent.  I'm not going to get into an argument with you



             2   ma'am.  I'm going to direct you to get another subject



             3   matter.  I think the $320,000 that was in the account,



             4   if money is owed to you in that context, that is for the



             5   judge or the arbitrator in that case to determine, not



             6   for me to determine.



             7             Right now I'm dealing with a $105 and change



             8   increase in rent based on the testimony of Dr. St. John



             9   as to how he calculated what the amortized improvements



            10   would have cost, and therefore they say they are



            11   entitled to it.  I don't know what I'm going to decide



            12   on it.  I understand your position, but what you're



            13   doing now is essentially trying to argue your case in a



            14   context -- or I understand that you're doing that,



            15   you're doing that in the context of trying to



            16   cross-examine somebody, and that's not proper.



            17             So let's get on to one of the other subject



            18   matters that you say you want to do, because we are



            19   quickly running out of time here.



            20   BY MS. DAVIS:



            21        Q.   Mr. Waterhouse, when did you obey the code



            22   violations?



            23             MR. BALLANTINE:  Objection.  Lacks foundation,



            24   argumentative, lacks foundation.



            25             ARBITRATOR:  It's late.
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             1             MR. BALLANTINE:  I'm sorry, your Honor, but



             2   that is a significant issue.  It's argumentative and in



             3   that it assumes there are code violations that



             4   require -- to ask "When did you obey the code



             5   violations" --



             6             ARBITRATOR:  I assume she means whatever the



             7   PUC was complaining about.



             8             MR. BALLANTINE:  I think it's actually



             9   Planning & Development, but I think the problem is if he



            10   answers the question as framed, then he has to say that



            11   there were code violations.



            12             ARBITRATOR:  Clarify your question.



            13             MS. DAVIS:  Yes, your Honor.



            14        Q.   Mr. Waterhouse, when you acquired Nomad



            15   Village, did you become aware that the County had cited



            16   the prior owner for code violations for the electrical



            17   infrastructure?



            18        A.   Yes, we did.



            19        Q.   And how did you learn of that?



            20        A.   Through the previous owner.



            21        Q.   Through Mr. Bremmer (phonetic)?



            22        A.   Yes, ma'am.



            23        Q.   And you had an ongoing dialogue -- after you



            24   acquired the park, you had an ongoing dialogue with the



            25   County about their perception of code violations and
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             1   your perception of not code violations, is that true?



             2        A.   Yes.



             3        Q.   You didn't agree on whether or not they were



             4   code violations, but the County did send you more



             5   notices of violations and notices of determinations of



             6   fines?



             7        A.   We did not agree with the County that there



             8   were code violations.



             9        Q.   I'm sorry, I didn't hear that.



            10        A.   We did not agree with the County that there



            11   were code violations.



            12        Q.   Yes, I understand.  You disputed, in fact, but



            13   you still received another one or two letters of code



            14   violation?



            15             MR. BALLANTINE:  Objection.  Vague and



            16   ambiguous as to "you."



            17             ARBITRATOR:  Sustained.



            18             WITNESS:  Like if I receive a driving ticket?



            19             ARBITRATOR:  Sustained.



            20             Next question or clarify it.  The question as



            21   posed is vague.



            22   BY MS. DAVIS:



            23        Q.   Did you receive any code violation letters



            24   from the County?



            25             MR. BALLANTINE:  Vague and ambiguous as to,
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             1   "you."  Do you mean the entity or him personally?



             2             ARBITRATOR:  Are you aware of any code



             3   violations received by you or your company from the



             4   County about code violations?



             5             WITNESS:  Yes.



             6             ARBITRATOR:  Thank you.



             7             Next question.



             8             MS. DAVIS:  Thank you.



             9        Q.   Eventually you communicated to the County that



            10   you would like to settle the code violation issue once



            11   and for all, didn't you, by outlining an agreement on



            12   how it would be handled?



            13        A.   We disagree with the violations, and we went



            14   to them, Mr. Ballantine went to them and explained to



            15   them that they were not -- that we didn't feel there



            16   were any violations in the sense of health and safety,



            17   life or limb, as they say, and through negotiations of



            18   the common area, two transformers and Space 92, they



            19   then agreed with us that their previous violations were



            20   not correct and that we were right.  They made no



            21   charges against us, no fines, no penalties, and



            22   everything was wiped clean.



            23        Q.   I'm sorry, your exhibits today of the



            24   agreement and the amended agreement?



            25             ARBITRATOR:  Those exhibits are in evidence
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             1   and have been received.  I don't need to hear the dates



             2   and so forth.  You can put them in your closing



             3   argument.



             4   BY MS. DAVIS:



             5        Q.   I just wanted to ask.  Mr. Ballantine



             6   mentioned $2,000.  What was that?



             7        A.   That was a charge.  The County charged us for



             8   their labor cost to complete that transaction.  And it



             9   was never passed through to the residents in any of the



            10   increases.



            11   BY MS. DAVIS:



            12        Q.   Nevertheless, between Mr. Bremmer's ownership



            13   of the park and your ownership of the park, how long do



            14   you estimate the disagreements lasted about the code



            15   violations?



            16        A.   I don't recall the exact dates.  I know it



            17   lasted quite a while because we had to show information



            18   to them that they did not understand how Housing and



            19   Community Development State rules or the County rules,



            20   and that was one of the issues so it was an educational



            21   experience for them, which took them quite a while to



            22   understand and grasp.  Once they did, they agreed with



            23   us and we settled with them with no violations, no



            24   fines, no penalties.  And $2,000 again was paid to them



            25   for their services, and it was not charged to the
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             1   residents.



             2        Q.   And that was a private agreement between you



             3   and the County of Santa Barbara?



             4             MR. BALLANTINE:  Objection.  Vague and



             5   ambiguous.  I don't know what the term "private



             6   agreement" means.  The agreement is in evidence.



             7             ARBITRATOR:  The settlement agreement has been



             8   received.  I don't remember the exhibit number, but it's



             9   in evidence.



            10             MS. DAVIS:  All right.  What I mean is, were



            11   the homeowners part of that agreement?



            12             MR. BALLANTINE:  Vague and ambiguous.



            13             ARBITRATOR:  Were the homeowners signatories



            14   to the agreement?  I don't think it matters.  Were they?



            15             MR. BALLANTINE:  No.



            16             WITNESS:  No.



            17             ARBITRATOR:  Okay.  The homeowners were not



            18   involved in the dispute.  The County was not making any



            19   claims against them, were they?



            20             WITNESS:  No, there's no claim against the



            21   residents themselves.  We were basically dealing with



            22   the County separately.



            23             ARBITRATOR:  Okay.



            24   BY MS. DAVIS:



            25        Q.   Did you say the homeowners weren't involved in
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             1   this dispute?



             2             ARBITRATOR:  Ma'am, move on.  The County did



             3   not charge the homeowners with any violations.  The



             4   settlement between the park and the County was between



             5   the park and the County and no, the homeowners were not



             6   signatories to the agreement.  Where else do we need to



             7   go with it?  I'm not sure how probative it is to



             8   anything that's here anyway.  You have established what



             9   I think you've wanted to establish.  The homeowners



            10   weren't part of the agreement.  They didn't have any say



            11   in the outcome.



            12             MS. DAVIS:  Yes, your Honor.



            13        Q.   One of your letters on October 21st, 2008, you



            14   mentioned that you were planning an upgrade to 100 amps



            15   for the entire park.  Did you cancel that project in



            16   favor of something else?



            17             MR. BALLANTINE:  Objection.  She's asking



            18   about a letter from 10 years ago, nearly 10 years.



            19             ARBITRATOR:  Sustained.



            20             Move on, please.



            21   BY MS. DAVIS:



            22        Q.   Wasn't the arbitration final, how do you



            23   intend to refund homeowners' overpayment?



            24             MR. BALLANTINE:  Objection.  Argumentative,



            25   assumes facts not in evidence.
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             1             ARBITRATOR:  Sustained.



             2   BY MS. DAVIS:



             3        Q.   When?



             4             ARBITRATOR:  Sustained.  It's speculative.



             5             MS. DAVIS:  Your Honor, could you explain



             6   something to me, please?



             7             ARBITRATOR:  I'll try.



             8             MS. DAVIS:  If I'm not arguing with



             9   Mr. Waterhouse, how is the question argumentative?



            10             ARBITRATOR:  It is argumentative in terms of



            11   what you're trying to get the court to do.  It is



            12   argumentative in form.  It's not that you are arguing



            13   with him, it is argumentative in legal form.  It's



            14   something that should be in argument, not a question to



            15   a witness.  That's what argumentative means.



            16             MS. DAVIS:  Oh, so it implies that I'm trying



            17   to get you to do something with my question?



            18             ARBITRATOR:  Well, you're always trying to get



            19   me to do something through your question, just as they



            20   are, but the form of the question, if it's something



            21   that belongs in argument, and is not an evidentiary-type



            22   of issue that is relevant, if it's argument on how to



            23   interpret the evidence, then it's argumentative.



            24             MS. DAVIS:  Is the rent control ordinance



            25   evidence?
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             1             ARBITRATOR:  The rent control ordinance has



             2   been received in evidence, yes.



             3             MS. DAVIS:  May I refer to the rent control



             4   ordinance to ask a similar question?



             5             ARBITRATOR:  Sure wish you guys had lawyers.



             6             What is the exhibit?  Let me find it in the



             7   index.  Exhibit 12.  Direct me to what you're looking



             8   for.



             9             MS. DAVIS:  The ordinance allows park owners



            10   to collect and retain rent increases in an escrow



            11   account until arbitration is final, but it also requires



            12   management to refund any rent credit toward future



            13   rents.  That's what I would like to ask about.



            14             ARBITRATOR:  Well, if it has to do with the



            15   2011 case, it's not something that I'm going to be



            16   ruling on.



            17             MS. DAVIS:  No, your Honor.



            18             ARBITRATOR:  I'm ruling on this rent increase.



            19   I'm not going to order any refunds from any escrow



            20   account from any prior case.



            21             MS. DAVIS:  Your Honor, that wasn't my point.



            22             ARBITRATOR:  Then you're going to have to be



            23   more clear because I'm not understanding you.



            24             MS. DAVIS:  I'd just like to know how and when



            25   he thinks he will refund.
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             1             ARBITRATOR:  I don't see how that's probative



             2   of anything.



             3             MS. DAVIS:  It's not appropriate?



             4             ARBITRATOR:  No, I say it's not probative of



             5   anything here in dispute.



             6             I'm either going to award or not award the



             7   rent increase, I'm going to modify an award, less than



             8   they want, I'm going to do something.  I don't know



             9   what, but when or how they are going to pay anything is



            10   not something I'm going to make an order on in this



            11   case.



            12             Whatever is owed in the 2011 case is going to



            13   be adjudicated in the 2011 case.  If there's money left



            14   over in that 2011 case, the judge or the arbitrator will



            15   order it refunded.  I don't have jurisdiction to do



            16   that.  I wasn't the arbitrator in that other case when



            17   that $320,000 was sequestered, so you can't get there



            18   from here with me.



            19             MS. DAVIS:  Yes, your Honor.



            20             ARBITRATOR:  Because it's not relevant to this



            21   case, as I see it.



            22             MS. DAVIS:  Oh, then we were not on the record



            23   when Mr. Ballantine told Mr. Waterhouse how the refund



            24   would be handled before we got on the record on November



            25   18?
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             1             ARBITRATOR:  I don't have a verbatim memory of



             2   all of the testimony in six-plus, seven-plus years of



             3   hearing we had on the 18th of November.  I'm sorry, I



             4   don't.



             5             MS. DAVIS:  Well, I remember the comment.  I



             6   can't remember if it was on the record or not.



             7             But you say that my questions are



             8   argumentative.



             9             ARBITRATOR:  No, I sustained argumentative



            10   objections to some of your questions, relevance



            11   objections to some of your questions, overruled



            12   objections to some of your questions.  Let's proceed.



            13   BY MS. DAVIS:



            14        Q.   I have one question about the meet and confer



            15   issue, Mr. Waterhouse.



            16             MR. BALLANTINE:  Your Honor, it would save



            17   some time.  Your Honor may recall you specifically ruled



            18   on the meet-and-confer issue after we had some argument



            19   at the last hearing.  You found it was sufficient.  I



            20   don't think we should revisit that.



            21             ARBITRATOR:  There was meet-and-confer



            22   testimony before.  I thought it was pretty thoroughly



            23   done.  I'm going to let her ask a few questions and see



            24   where it goes.



            25             Ask your questions.
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             1             MR. BALLANTINE:  Thank you.



             2   BY MS. DAVIS:



             3        Q.   Why, out of common courtesy, didn't you give



             4   homeowners reps one copy of your rent increase



             5   documentation before the scheduled meet and confer?



             6        A.   We made them available at the clubhouse, the



             7   manager's office, for you to review.



             8        Q.   I'm sorry, Mr. Waterhouse, that wasn't my



             9   question.



            10             You did what you were required to do only.



            11   I'm asking you, out of common courtesy, why didn't you



            12   allow the homeowners to have in their hands one copy of



            13   the documentation?



            14        A.   You're correct, I did what I was required to



            15   do by the ordinance.  I did that.  And if you recall,



            16   after the meet and confer, we gave everyone a copy in



            17   the HOA.



            18        Q.   After.



            19        A.   We regrouped, but we did what we were told to



            20   do and followed the ordinance and made it available to



            21   the HOA.  Then after regrouping, we decided to go ahead



            22   and give a full copy to each HOA member, which we did



            23   after the meet-and-confer meeting.



            24        Q.   Yes, that is true.



            25        A.   Thank you.
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             1        Q.   So you did what was required.



             2        A.   Absolutely.



             3        Q.   I'm sorry, you did what was required, right?



             4        A.   Yes.



             5        Q.   Does that mean it was right?



             6             MR. BALLANTINE:  Objection, your Honor.



             7             ARBITRATOR:  From my perspective, that doesn't



             8   matter.  The issue is whether or not the meet-and-confer



             9   requirements were complied with.  If doing more than



            10   that needed to be done when it was right, then the



            11   ordinance should have been changed.  All anybody has to



            12   do is conform to the ordinance.



            13             MS. DAVIS:  Well, actually in the rules for



            14   hearing, your Honor.



            15             WITNESS:  Your Honor, may I just say



            16   something?



            17             For the record, in the beginning we did not



            18   know, they refused to give us who the HOA members were,



            19   so it was impossible for us to give them a copy.  When



            20   we asked who the HOA members were, they refused to give



            21   us names and addresses so we couldn't even give them a



            22   copy at that time, even if we cared to do so.  So she's



            23   correct, it was available to them at working hours and



            24   they could go and look at it, and then after the meet



            25   and confer once again we did give them a full, complete
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             1   copy of everything.



             2             ARBITRATOR:  Okay.  Let's move on to another



             3   subject, please.



             4             MS. DAVIS:  Your Honor, we will provide



             5   evidence in our post-hearing brief that contradicts what



             6   he just said.



             7             MR. BALLANTINE:  I thought it was already



             8   ruled on.  It would be nice, your Honor, if we could



             9   narrow the issues.



            10             ARBITRATOR:  Next subject matter.



            11             MS. DAVIS:  No more questions, your Honor.



            12             ARBITRATOR:  Thank you.



            13             Any redirect?



            14             MR. BALLANTINE:  Just a moment with



            15   Mr. Waterhouse.  I don't think so.



            16             Thank you for the moment, your Honor.  No,



            17   nothing further.



            18             ARBITRATOR:  Thank you very much.



            19             Any other witnesses to be called by the



            20   petitioner?



            21             MS. DAVIS:  Our only expert witness couldn't



            22   make it today.  He was hoping to be here this afternoon,



            23   but he has not arrived so no, your Honor.



            24             ARBITRATOR:  Okay.  The only thing we haven't



            25   dealt with, according to my notes, are the original
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             1   exhibits offered by the petitioner, A, B, C, and D.



             2   They were marked for evidence.



             3             MS. DAVIS:  That was our expert witness who



             4   couldn't be here.



             5             ARBITRATOR:  They are simply -- with one



             6   exception, there's only one document, I think, which is



             7   Exhibit C, that I haven't seen before.  Otherwise, I



             8   think all of the other documents are duplicates so maybe



             9   they are all duplicates of some things that are already



            10   in from the respondent.



            11             Is there any reason they can't be received for



            12   whatever value or probative value they may or may not



            13   have?



            14             MR. BALLANTINE:  I don't know what they are,



            15   your Honor.



            16             ARBITRATOR:  A is Nomad Village MNOI analysis



            17   2007-2010, Table 3A.



            18             Nomad Village fair return analysis 1994 to



            19   2009, Exhibit B.



            20             MR. BALLANTINE:  No objection to those.



            21             ARBITRATOR:  "A Comparison of Return on



            22   Investment" listing the mobile home parks in California,



            23   Exhibit C.



            24             And D is "Nomad Village Return on Capital Net



            25   Operating Income."  It's beginning August 2008 and going
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             1   through February 2016.  Exhibit D.



             2             Any reason why those cannot be received?



             3             MR. BALLANTINE:  Your Honor, A and B no



             4   objection.



             5             C and D, yes.  I think that the last hearing



             6   when they were proffered we objected because we said



             7   there was no foundation.  Mr. Allen indicated that he



             8   had prepared those and he was going to testify about



             9   them and he has not come today to testify.  I'm not



            10   unsympathetic, but we at great expense have traveled and



            11   we're here today ready to go.



            12             ARBITRATOR:  Take a close look at Exhibit C.



            13   It doesn't have a foundation, that's true, but is the



            14   objection lack of foundation for Exhibit C?



            15             MR. BALLANTINE:  That's my objection.



            16             You know what, if your Honor would prefer that



            17   we defer on the objection, I can ask a quick question of



            18   Dr. St. John.  Maybe we don't have an issue with them.



            19   My concern is we haven't talked about them, and I'm not



            20   sure what that means that ultimately once they are in



            21   evidence, and I may see arguments that are about the



            22   contents that are problematic, but we haven't had any



            23   cross or anything like that, so --



            24             ARBITRATOR:  You want to let him ask questions



            25   of Dr. St. John to see if he can lay a foundation for
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             1   Exhibit C?  Nobody has told me what Exhibit C is or



             2   where it came from.



             3             MS. DAVIS:  And I don't have a copy of it.



             4             ARBITRATOR:  Madam Clerk, would you take it to



             5   her.



             6             MS. DAVIS:  I'll do my best.



             7             ARBITRATOR:  I'll let counsel ask the



             8   questions.



             9             MR. BALLANTINE:  I didn't mean to examine it



            10   on the record.  I wasn't planning to authenticate the



            11   other side's exhibits, your Honor.  It was whether or



            12   not I had an objection.  I'd like to get some



            13   consultation.



            14             ARBITRATOR:  Does he have this exhibit there



            15   now?



            16             MR. BALLANTINE:  He does.



            17             ARBITRATOR:  I'm sorry.  I misunderstood.



            18             MR. BALLANTINE:  I'm sorry, I wasn't very



            19   clear.  I apologize.



            20             ARBITRATOR:  My fault.



            21             Ms. Davis, I misunderstood.  All he wanted to



            22   do is have Dr. St. John look at it to see if there's any



            23   objection to its content, not necessarily its



            24   authenticity.



            25             MS. DAVIS:  While they're looking at it, your
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             1   Honor, would it be appropriate for me to redo



             2   homeowners' Exhibit M and resubmit?  Although I'm not an



             3   expert, like Dr. St. John, he was allowed.



             4             ARBITRATOR:  No.  What's been received in



             5   evidence is not going to be redone.  I mean formal rules



             6   can be relaxed in a hearing such as this, but I'm not



             7   going to let evidence be redone, no.  The evidence is



             8   what the evidence is.



             9             MR. BALLANTINE:  If this will help, your



            10   Honor, on your question, C we don't have an objection to



            11   your taking C in.



            12             ARBITRATOR:  Thank you.  C will be received.



            13   What about D?



            14             (Exhibit C received into evidence.)



            15             MR. BALLANTINE:  D we do object to.  There's



            16   no foundation.  The concern about D is it's got a whole



            17   bunch of purported numbers about Nomad Village's



            18   operating income that we don't think are correct, either



            19   factually or analytically.  There's been no foundation



            20   so we do object to that.



            21             ARBITRATOR:  Exhibit C is received; Exhibit D



            22   is not, it simply remains marked for identification.



            23   All right.



            24             MR. BALLANTINE:  I'm sorry, then for the rest,



            25   I'm not sure if I -- there's some that I'm not sure what
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             1   happened with.  Can we go through the rest of them?



             2             ARBITRATOR:  Rest of their exhibits?  I think



             3   all of them were received.  Let's see, C --



             4             MR. BALLANTINE:  I wasn't aware that they were



             5   because I've got some concerns about the exhibits and



             6   I'll explain why.



             7             ARBITRATOR:  I don't want to ask our



             8   distinguished reporter to go back and see if we didn't



             9   get them all in, but I thought we did.



            10             CLERK:  It came out of the binder, so I don't



            11   have the A, B, C, D.



            12             ARBITRATOR:  We just did A, B, C and D.



            13             MR. BALLANTINE:  I didn't think we had ruled



            14   on the others, your Honor.



            15             ARBITRATOR:  I thought we had earlier today.



            16   Am I remembering incorrectly?



            17             MS. DAVIS:  He didn't object earlier today.



            18             ARBITRATOR:  That's what I thought.  I asked



            19   if they could be received without objection and I think



            20   the answer was no.



            21             MR. BALLANTINE:  I thought I said there was



            22   some objection.  You may have said that and I may have



            23   misunderstood.



            24             ARBITRATOR:  As to the ones that we didn't



            25   receive before, I knew you had some objections.  I asked
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             1   about that again, you said no, and I said they are in.



             2             What about these that we just received, the



             3   packet that she gave all of us that I didn't get,



             4   apparently, and the clerk had not seen before our



             5   noontime break, and when we came back, I think the first



             6   thing I said is, "Can these be received?" and I may have



             7   made a note.



             8             I received 50 through 53 of the respondent's



             9   exhibits.



            10             MR. BALLANTINE:  We had some after lunch, your



            11   Honor, that I proffered.  Actually, those may have been



            12   before lunch, but then I had some after lunch.



            13             ARBITRATOR:  I don't see my note, but in all



            14   candor my recollection is I asked if there was any



            15   objection to the packet that the defense submitted and I



            16   believe there was none and I said "Received."  I think



            17   that's right.  Understand that in a, quote-unquote,



            18   court trial or an arbitration hearing, most judges know



            19   what is relevant and what's not.  But if we want to go



            20   through them one at a time again.



            21             Mr. McClure, do you --



            22             COURT REPORTER:  Do you want me to look for a



            23   particular number?



            24             ARBITRATOR:  We're looking for Exhibits



            25   beginning with Exhibit E.
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             1             Well, get your exhibit book out and let's



             2   begin with Exhibit E.



             3             MR. BALLANTINE:  I think I can expedite this,



             4   your Honor.  I think I have only very limited



             5   objections.  If I can just have a minute with my client,



             6   I think we can do this super fast.



             7             ARBITRATOR:  Absolutely.



             8             MR. BALLANTINE:  Thank you, your Honor.



             9             The only one we have an objection to is -- at



            10   least on admissibility, would be M.  That was that MNOI



            11   supposed analysis that Dr. St. John was examined on and



            12   I think it's not in, in any event.  That was that one



            13   page.



            14             ARBITRATOR:  I'm looking for Exhibit M in my



            15   stack here.



            16             WITNESS:  It's one page.



            17             ARBITRATOR:  Did I hand that back to somebody?



            18   No, here it is, I've got it.



            19             This was the one that Dr. St. John was



            20   examined on.  He said yes, you have the right categories



            21   but you have the wrong numbers.  And, no, it doesn't --



            22   yes.  So M is not received; the rest of them are.



            23             (Exhibits A, B, C, D, E, F, G, H,



            24             I, J, K were received into evidence.)



            25             MR. BALLANTINE:  Thank you.  Let me just note,
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             1   this is a housekeeping thing or something, but what I



             2   was given, my Exhibit L also has another Exhibit M



             3   stapled to it.  I'm thinking if that is there as well,



             4   then I do object to Exhibit L having a companion Exhibit



             5   M attached to it.  I think it's just a matter of having



             6   the document cleaned up.



             7             ARBITRATOR:  All right.  I'm not going to pull



             8   them apart here, I'm simply going to draw a line through



             9   it and I won't consider it.  That's received with the



            10   exception of what is Exhibit M.



            11             (Exhibit L received into evidence.)



            12             MR. BALLANTINE:  Thank you.



            13             ARBITRATOR:  All right.  Both sides have



            14   rested.  All the exhibits have been accounted for.  It's



            15   quarter to 4:00.  This case cannot be argued in the



            16   context of things in a helpful way in about an hour and



            17   five minutes, so here's what we are going to do.



            18   Everybody get out your calendars.



            19             Ms. Davis, what I'm proposing here and about



            20   to order is written briefs for closing argument.  You



            21   made a comment a moment ago and I want to caution you,



            22   you'll do it however you're going to do it, but you said



            23   you were going to submit some additional evidence with



            24   your argument.  Evidence is closed.  The argument is



            25   going to be talking to me about the testimony,
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             1   inferences I should draw, conclusions I should draw from



             2   the testimony, the exhibits that have been received.



             3             MS. DAVIS:  It is not an additional exhibit,



             4   it's in the exhibits.



             5             ARBITRATOR:  It is in the exhibits?  Okay.



             6   You said you were going to submit additional evidence,



             7   and I --



             8             MS. DAVIS:  No, what I meant is that I will be



             9   talking about it.



            10             ARBITRATOR:  As long as it's in evidence.



            11   Understand, and I know that counsel understands this, if



            12   you were to submit another document to me that he is



            13   going to argue about in his closing brief, I'm not going



            14   to pay any attention to it because it's not evidence



            15   because the other side hasn't had an opportunity to



            16   respond to it.



            17             MS. DAVIS:  Of course.



            18             ARBITRATOR:  So it was just simply a



            19   misstatement on your part or I misunderstood.  We now



            20   understand each other on that issue.



            21             MS. DAVIS:  Crystal clear, your Honor.



            22             ARBITRATOR:  Thank you.



            23             So the question is, today is the 10th of



            24   February.  By when can the petitioner be prepared to



            25   have their opening argument in writing sent to the
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             1   clerk, sent to me, sent to defense counsel?  Do you need



             2   a week, do you need two weeks, do you need 10 days?



             3             I don't know who-all is going to be working on



             4   it, whether it's going to be you, the gentleman whose



             5   name I'm blanking on his name, Mr. Pizano, or



             6   Ms. Hamrick or whoever it might be is going to help



             7   author it, somebody is going to have to sign it as the



             8   representative of the homeowners' association.  But how



             9   soon can you have that done?  I'll give you reasonable



            10   time to pore through your notes, all of the exhibits,



            11   outline, and then later write a cogent argument for me?



            12             MS. DAVIS:  There are two post-hearing



            13   arguments?



            14             ARBITRATOR:  You're going to submit an



            15   argument.  He's going to reply.  You have the burden of



            16   proof so you get to do -- he's going to oppose, he's



            17   going to give me an opposing brief.  You get to have a



            18   rebuttal, or final, brief, not giving me new stuff but



            19   simply responding to what he says.



            20             MS. DAVIS:  Okay.  And the time line is ours



            21   first.



            22             ARBITRATOR:  That's correct.



            23             MS. DAVIS:  Twenty days?



            24             ARBITRATOR:  Objection to that?



            25             MR. BALLANTINE:  No, that's fine.
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             1             ARBITRATOR:  Fine with me.  So 20 days from



             2   today, with the short month, would be the 1st of March.



             3   Did I count that right, Madam Clerk?



             4             MS. DAVIS:  2nd of March, I believe.



             5             ARBITRATOR:  2nd of March.  Whether that's 20



             6   or 21, you say 2nd of March, that's fine with me.



             7             MS. DAVIS:  I'm not that good at math.



             8             ARBITRATOR:  That's why I'm a lawyer.  I love



             9   physics.  I study the evolution of the universe, and I



            10   have books and books and books on that.



            11             So by 3/2/17, served plaintiff's



            12   brief/closing.



            13             Now, as far as I'm concerned they can be



            14   served electronically.  If you're going to serve them on



            15   me, you're going to serve them on -- what is the office



            16   e-mail?  I know mine but -- you're going to serve it on



            17   Judgelong@CDRmediation.com, you're going to send a copy



            18   of that to Sandy@CDRmediation.com.



            19             You're going to also send that to the clerk's



            20   office, or deliver a disk, I guess, to the clerk's



            21   office.



            22             That's what you want, rather than paper,



            23   correct?



            24             For the service on the clerk, you're going to



            25   make sure that it's on a CD and you're going to deliver
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             1   a CD copy to the clerk no later than close of business,



             2   March 2.



             3             You'll serve it by e-mail on defense counsel.



             4   I don't have Mr. Ballantine's -- I have it right here.



             5   No, I don't.



             6             MS. DAVIS:  We have his e-mail, your Honor.



             7             ARBITRATOR:  You have his e-mail?



             8             MR. BALLANTINE:  We have exchanged e-mail



             9   before.  It's the same e-mail.



            10             ARBITRATOR:  Same, okay.  I've got it in



            11   another notebook.



            12             MR. BALLANTINE:  I can say it on the record.



            13   It's JPB, my initials, JPB@Ballantinelaw.com.



            14             ARBITRATOR:  All right.  Terrific.



            15             MR. BALLANTINE:  And your Honor, do I



            16   understand CDRmediation.com is one word?



            17             ARBITRATOR:  One word, yes.  And I'm told it



            18   gets through both upper case and lower case but it's on



            19   my business card as lower case.



            20             MR. BALLANTINE:  Okay.



            21             ARBITRATOR:  So assuming you have her brief by



            22   March 2nd, how much time do you need for a reply brief,



            23   or opposition brief, rather?



            24             MR. BALLANTINE:  Probably 20 days as well.



            25             ARBITRATOR:  Okay.  If we go 20 from the 2nd,
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             1   you'd be due on the 22nd.



             2             MR. BALLANTINE:  Yes.



             3             ARBITRATOR:  So 3/22/17, also service by



             4   e-mail, but CD to the clerk.



             5             MR. BALLANTINE:  Your Honor, then I would



             6   propose that I will include in that our application for



             7   fees and costs related to these proceedings.



             8             ARBITRATOR:  Yes, it is appropriate for



             9   post-trial motions.  Include that in there.  And I need,



            10   then, your final brief.  Do you want another 20 days



            11   from the 23rd?



            12             MS. DAVIS:  Personally I would, but what do



            13   you think would be appropriate?



            14             ARBITRATOR:  Well, it's not my case, it's your



            15   case.  I want you to have the time so that nobody can



            16   say later as part of an appeal, if there is one, "The



            17   judge didn't give me enough time."



            18             MS. DAVIS:  Yes, your Honor, we agree, 20



            19   days.



            20             ARBITRATOR:  Twenty days, okay, from the 23rd



            21   of March, 20 days would be due on or before April 11.



            22             I'm going to consider the matter submitted --



            23   just in case there are any glitches in getting service



            24   done, I'm going to have the matter deemed submitted on



            25   April 14.
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             1             MS. DAVIS:  Is that the same as the record



             2   closed on April 14?



             3             ARBITRATOR:  No, what that means is that's my



             4   time to get a written ruling out begins.  I have, in



             5   theory, 90 days in which to do that.  I don't take that



             6   long normally.  I get them done pretty darn quickly



             7   because I want to get them out of my hair, if I had any.



             8             I have, legally, 90 days to get out a written



             9   ruling from the day it's submitted.  I'm telling you,



            10   I'm going to deem it submitted -- just in case there are



            11   any glitches in service of the briefs that I need, I'm



            12   going to deem it submitted on April 14, 2017.  My 90



            13   days, and I'm not going to count them, runs from then.



            14             It is not my practice to draw out and not get



            15   opinions done quickly, and I said with my tongue in my



            16   cheek because I want to get it out of my hair, if I had



            17   any.



            18             MS. DAVIS:  Oh, that's what I missed.



            19             ARBITRATOR:  I don't mean to be frivolous with



            20   you.  I want to give you the best shot I have.



            21             Now, one of the things I want both sides to do



            22   in their opening brief for the petitioner and in the



            23   opposition brief from the defense, I want you to tell me



            24   what it is you are asking me to do, why, and references



            25   to the evidence that just identifies what you're telling
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             1   me.



             2             If you want to give me -- "If you don't do



             3   this, Judge, but please do that instead" or something



             4   like that, please give me what you're looking for and



             5   why so I can try to put it in context and understand



             6   what it is I am going to be required to do.



             7             This case is, in my view, not particularly



             8   complex, but it is god-awful convoluted, so I want you



             9   to help me help you by being focused and by telling me



            10   what it is you want me to do, why, and what the evidence



            11   is that supports your position.  And he'll do the same



            12   thing and you'll get the last shot on why I shouldn't do



            13   that.



            14             MS. DAVIS:  Two questions.



            15             ARBITRATOR:  Yes, ma'am.



            16             MS. DAVIS:  You mentioned in November you



            17   wanted an analysis of Galan versus City of --



            18             ARBITRATOR:  Yeah, nobody did that for me



            19   today.  The Galan case --



            20             MR. BALLANTINE:  Did you want that for today?



            21   I apologize.



            22             MS. DAVIS:  Would you want it for the



            23   post-hearing briefs?



            24             ARBITRATOR:  Well, I can pull up Galan.  I



            25   think I have the cite.  Do I have the cite?
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             1             MR. BALLANTINE:  It's recited in our brief,



             2   I'm sure, but I'd be more than glad to e-mail that to



             3   you and I'll copy --



             4             ARBITRATOR:  Okay.  And I have Lexis.  If you



             5   just e-mail me the cite, I'll pull it up, or if you want



             6   to download it and send it as an e-mail attachment,



             7   that's fine.  Just copy her so there's no ex parte



             8   communication.



             9             MR. BALLANTINE:  That's a good point, your



            10   Honor.  So I'm clear, when I communicate with the



            11   homeowners, then, at this point on I'll be communicating



            12   with Ms. Davis, then, as the homeowners representative,



            13   is that correct, at the e-mail address you've given me?



            14             MS. DAVIS:  Well, technically, Deborah Hamrick



            15   is still lead rep, but she is going on a mission.



            16             MR. BALLANTINE:  I don't want to be subjected



            17   to having a bunch of people I have to worry about



            18   communicating with.



            19             MS. DAVIS:  Yes.



            20             ARBITRATOR:  Yes, I'll just simply say it will



            21   be Ms. Davis's responsibility to get to Ms. Hamrick



            22   whatever Ms. Hamrick needs to see.  Ms. Hamrick was not



            23   here the first time, she was here only for this morning.



            24   I would --



            25             MS. DAVIS:  And she goes out of the country.
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             1             ARBITRATOR:  Okay.



             2             MS. DAVIS:  So if I may be listed with the



             3   County as being a representative that they can



             4   communicate with, I'd appreciate it.



             5             ARBITRATOR:  Okay.  Be sure that the clerk has



             6   your e-mail address as well as a mailing address for



             7   you.



             8             Why don't you give me yours, also, your e-mail



             9   address so that I'm sure I have it, because I think the



            10   only one I have is Ms. Hamrick's.



            11             MR. GRADY:  If I may, your Honor, I want to



            12   address the timing.  In our rules for hearings such as



            13   this, Section 18 says:  "The decision shall be signed by



            14   the arbitrator and filed as a public record with the



            15   clerk no later than 30 days following the hearing."



            16             I just wanted to point out that timing issue.



            17             ARBITRATOR:  I see.  The hearing is not over



            18   until the 14th, so I'll have to get it out 30 days from



            19   the 14th.



            20             MR. GRADY:  Just wanted to point that out to



            21   you, your Honor.



            22             ARBITRATOR:  It's been pointed out to me that



            23   Rule 18.



            24             MR. BALLANTINE:  I think it's Exhibit 12.



            25             ARBITRATOR:  Exhibit 12.  Oh, yes, Exhibit 12,
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             1   okay.



             2             MR. GRADY:  It's page 17, Section 18.



             3             ARBITRATOR:  So 11 --



             4             MR. GRADY:  This is in the rules for hearing,



             5   your Honor, which is separate.



             6             MR. BALLANTINE:  It's the next document behind



             7   the ordinance.  It's on kind of a Courier font.



             8             ARBITRATOR:  Right, I've got it.



             9             MR. GRADY:  And then page 17, that last large



            10   paragraph.



            11             ARBITRATOR:  All right, both sides listen to



            12   me for a moment.



            13             Our clerk has told me that the rules for



            14   hearing that are essentially part of the ordinance,



            15   Mobile Home Rent Control rules for hearing, on page 17,



            16   the last paragraph says:  "The decision shall be signed



            17   by the arbitrator and filed as a public record with the



            18   clerk no later than 30 days following the hearing.  The



            19   clerk shall serve a copy of the decision on each party



            20   or through such parties' attorney or representative."



            21             So my 90 days, which is what the Code of Civil



            22   Procedure requires in civil cases -- I was wrong.  It



            23   has to be 30 days, unless the parties are willing to



            24   stipulate that I can have a little more time than 30



            25   days.
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             1             MR. BALLANTINE:  Sure, that would be fine.



             2             ARBITRATOR:  Can you give me 45 days to get it



             3   done?



             4             MS. DAVIS:  Yes, your Honor.



             5             ARBITRATOR:  Okay, we've got a stipulation for



             6   45 days.



             7             MR. GRADY:  Thank you.  So that will be 45



             8   days from the 14th of April.



             9             MR. BALLANTINE:  Right your Honor.



            10             The parties are agreeing that the hearing will



            11   be deemed closed on April 14, which will follow the



            12   briefing on the matter, and also stipulate that your



            13   Honor may have 45 days.



            14             ARBITRATOR:  Up to and including whatever the



            15   45th day is.



            16             MR. GRADY:  April 14 for the close of the



            17   hearing?



            18             MR. BALLANTINE:  Correct, April 14th for the



            19   close under the rules, and then the arbitrator may have



            20   an additional 45 days following that in which to render



            21   the decision.



            22             ARBITRATOR:  Agreed by the petitioner?



            23             MS. DAVIS:  Yes.  With one question.



            24             ARBITRATOR:  Yes?



            25             MS. DAVIS:  If the post-hearing takes less
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             1   time than we have scheduled, will the whole schedule be



             2   moved up?



             3             ARBITRATOR:  The post hearing?  I'm not sure I



             4   understand.



             5             MS. DAVIS:  The homeowners' first brief and



             6   the management's response to homeowners' and second and



             7   management's final.



             8             ARBITRATOR:  Management doesn't get two shots



             9   at it, only you do.



            10             MS. DAVIS:  Oh.



            11             ARBITRATOR:  Management only gets one shot at



            12   it.



            13             MS. DAVIS:  My mistake.  I'm sorry.



            14             But if both parties are really fast and are



            15   ahead of schedule, does the whole schedule move up?



            16             ARBITRATOR:  No.  But what will happen is the



            17   matter is not going to be deemed closed until the 14th.



            18   If you guys are really good, I may have even 50 days.



            19             MS. DAVIS:  Oh, gotcha.



            20             ARBITRATOR:  By the agreement that I



            21   understand we reached, my due date by which I have to



            22   have everything to the clerk, and I'm going to courtesy



            23   copy everybody -- it just says I have to submit it to



            24   the clerk and she'll get it out and she will follow the



            25   rules and probably send you a second copy, but I'm going
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             1   to give you a courtesy copy because that's just the way



             2   I do things, and it's the 45th day, and I haven't



             3   counted it, whatever it is after the 14th.  And you



             4   don't start on the 14th, you start on the 15th as one



             5   and then 45 days after that, close of business.  And if



             6   the 45th day falls on Sunday or Saturday, it will fall



             7   on the following Monday.



             8             MS. DAVIS:  Your Honor, so that I understand a



             9   little better, when is the record actually closed?



            10             ARBITRATOR:  The record?



            11             MS. DAVIS:  The record, the record closure.



            12   When does that happen?



            13             ARBITRATOR:  The record is closed as of today.



            14   Your written argument becomes part of the record.



            15             MS. DAVIS:  I was under the impression that



            16   anything submitted to you after the record is closed is



            17   not admissible as part of the record.  My mistake.



            18             ARBITRATOR:  No, I think what you have is a



            19   nomenclature, or terminology, issue that you're not



            20   understanding.



            21             When I say good night to all of you lovely



            22   people this afternoon, no other evidence can be



            23   received.  The record is closed in terms of receiving



            24   any other evidence, other than there will be a



            25   post-hearing petition for attorneys' fees that will be
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             1   part of his brief that you will respond to in your reply



             2   brief.



             3             But beyond that, something that an expert has



             4   done, another schedule of "This is how it should be



             5   calculated, please consider this as a part of my brief,



             6   your Honor," the answer is no.  No documentary evidence



             7   of any kind can be received after five minutes from now.



             8             Your briefs are not evidence, they are simply



             9   argument.  But rather than have you try to argue the



            10   case, frankly, I think it would be -- if I were to say



            11   we're going to set a date for oral argument, I'm going



            12   to give each side an hour and a half and we're done, I



            13   think that would be to your disadvantage because I don't



            14   think in a legal context you will focus nearly as well



            15   as he will, because that's what he does for a living.



            16             We had some back and forth about things that



            17   weren't making sense, were making sense to you but not



            18   making sense to me or to him that we had to clarify so



            19   that I could make sure that I'm considering everything



            20   that needs to be considered.



            21             So I think it's, A, because of how convoluted



            22   this case is and so many exhibits, I think it is better



            23   to have argument done in writing so you have a chance to



            24   look at Here's what I want to emphasize.  Don't talk to



            25   me about every exhibit, but what matters, what do I need
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             1   to know to get to where you want me to get?  And he's



             2   going to do the same thing.



             3             There's going to be a post-hearing motion for



             4   attorney's fees and costs, assuming he's the prevailing



             5   party, and if he's not, then he's done a bunch of work



             6   for nothing, at least on that motion or that addendum.



             7             I don't know where I'm going to come out on



             8   this thing and you guys are going to help me get there.



             9   That's what closing argument is about.  Lead me.  Give



            10   me what you need to do in a focused way, not in a



            11   hostile way, don't do a Donald Trump type of thing, and



            12   I don't know what your politics are but you're not going



            13   to be demeaning the other side in your argument.  That's



            14   not going to help you.  You are going to talk about the



            15   evidence and what the applicable law is under the Santa



            16   Barbara ordinance and how that should be interpreted and



            17   why I should do this, this, this and this, or If you



            18   don't do this, Judge, you could also do, under the same



            19   argument, this, this and this.  You're going to tell me



            20   what it is you want me to do and why and help me



            21   understand the legal rationale under the ordinance and



            22   the evidence we have received, why I should do that,



            23   because that's what he's going to do, why I should find



            24   their way and allow the rent increase of whatever it



            25   was.
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             1             MR. BALLANTINE:  $108 and change.



             2             ARBITRATOR:  108 and change, all right.



             3             But that's the point of the exercise.  I want



             4   the petitioner to have their absolute best shot and I



             5   don't think you'll be nearly as good in oral argument as



             6   he will.



             7             MR. BALLANTINE:  In that case can we just do



             8   this by oral argument?



             9             MS. DAVIS:  I wouldn't take as long.



            10             ARBITRATOR:  Well, the message for me is that



            11   it's going to help me, with all of these exhibits and



            12   having heard evidence a month and a half ago or two



            13   months ago, whenever the first hearing was, and here we



            14   are, and you're going to help tie that together for me



            15   in your written argument.



            16             I'm not going to give you a page limit, but,



            17   you know, if I get something that has 60 pages in it,



            18   you're going to get an initial reaction of oh, my gosh,



            19   I've got to read all of this?



            20             Focused, tight.  I did a ruling on a motion



            21   for judgment on a statute of limitations case in a



            22   medical malpractice, slash, fraud, slash, concealment



            23   case.  It ran five pages and it had all kinds of



            24   authorities cited in it and it had an analysis of why I



            25   was ruling the way I was ruling.  It took me five pages
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             1   to do it.  You can't do that, you don't have that kind



             2   of legal writing training, and I'm not expecting that,



             3   but be focused, please, because you're going to help me



             4   help you to do that.



             5             MS. DAVIS:  I have one question that Debra



             6   asked me to ask.  When will the transcript be available?



             7   Because it has been three months since the first one.



             8             ARBITRATOR:  Can you get it this afternoon?



             9             COURT REPORTER:  Ten business days.



            10             ARBITRATOR:  Ten business days.



            11             CLERK:  You have to ask for a copy of it.



            12   It's not provided automatically.  And you have to pay



            13   for it.



            14             MS. DAVIS:  Yes, but when will it be



            15   available?



            16             The clerk:  The second one?



            17             COURT REPORTER:  This one today?



            18             MS. DAVIS:  Both days.



            19             COURT REPORTER:  The November one is available



            20   now.  I'll give you my e-mail address.



            21             ARBITRATOR:  And there's no reason why the two



            22   of you, each side cannot communicate with each other



            23   after the hearing, if you wish to.  What you can't do is



            24   communicate with me without copying the other side, and



            25   vice versa.  That is what we call, legal BS jargon "ex
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             1   parte communication."  That's not proper and I don't do



             2   it.  But there's no reason why the two of you can't talk



             3   about something, and if you guys reach some kind of



             4   agreement, "We've stipulated to this fact," then that's



             5   one thing I don't have to decide.  I would encourage you



             6   to think about that, if there's something you think you



             7   can talk about and get along with, make it as easy for



             8   me as possible.



             9             Okay.  We're adjourned.



            10             MR. BALLANTINE:  Your Honor, one thing.  I



            11   have an exhibit list, updated exhibit list to track the



            12   exhibits that I gave you today.



            13             ARBITRATOR:  That would be helpful.  It's not



            14   evidence, so, yeah, I'll take it.



            15             MR. BALLANTINE:  It occurred to me it would be



            16   helpful.



            17             ARBITRATOR:  My exhibit list that I have now



            18   stops at 43.



            19             MR. BALLANTINE:  Let me do that and then I'll



            20   e-mail one to her later today.



            21             ARBITRATOR:  You're going to get an index of



            22   all his exhibits.



            23             MR. BALLANTINE:  An updated one.



            24             ARBITRATOR:  With the new exhibits on it.



            25             MR. GRADY:  One more bit of housekeeping, I
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             1   want to make sure that Lindse Davis is established as a



             2   homeowners representative.



             3             MR. BALLANTINE:  Were we going to get her



             4   e-mail address on the record?  I'm not sure it happened.



             5             ARBITRATOR:  She gave it to me.



             6             MS. DAVIS:  Lindse@AOL.com.



             7             ARBITRATOR:  Yes, I have Lindse@AOL.com.  I'm



             8   going to staple that to here because if I put it in my



             9   pocket, it will get laundered.



            10             MR. BALLANTINE:  Your Honor, I think I've been



            11   asked to send the clerk the exhibits electronically that



            12   we submitted today.  Would it be helpful if I sent them



            13   to your Honor's office, also?



            14             ARBITRATOR:  I have them in written form.



            15   I'll just deal with them like that.  Don't need them.



            16             MR. BALLANTINE:  Okay.



            17             ARBITRATOR:  If I didn't already have them,



            18   I'd say sure.



            19             MR. BALLANTINE:  No problem.



            20             ARBITRATOR:  We're adjourned.



            21             (The proceeding concluded at 4:17 p.m.)



            22                           --oOo--



            23



            24
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