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Introduction

The Caltrans Rental Housing Task Force was created in response to concerns over Caltrans' rental rates and maintenance practices and policies regarding residential properties within the uncompleted 710 Freeway corridor traversing the communities of Pasadena, South Pasadena, and El Sereno.

The agreement to establish the Task Force and its mission are embodied in a letter from Caltrans Director Jeff Morales to Assemblymember Carol Liu dated July 15, 2003.  (See attachment A).

Issues

According to Caltrans, the agency is obligated to charge fair market rents for the residential rental properties it manages so that the state can receive a reasonable return on its investment.  To do otherwise, according to Caltrans, would result in a gift of public funds.  However, a Legislative Counsel opinion developed in response to a request by Assemblymember Liu and Assemblymember Jackie Goldberg concluded that there is no constitutional or legal requirement for Caltrans to charge fair market rent.  Legislative Counsel further concluded that the Director has the discretion to charge rents that take into consideration the conditions of the housing and the tenant's contributions to the houses' upkeep. (See Attachment B).

Many tenants feel that the state should be offering the houses for rent at affordable rates given the current shortage of affordable housing statewide.  Further, they maintain that the standard of a four-to-one income-to-rent ratio is too stringent and out of sync with current financial practices that call for a three-to-one or two-to-one income-to-housing cost ratio (See Attachment C).  With respect to the fair market rates that Caltrans has proposed, tenants contend that they do not take into consideration the actual condition of the homes or the conditions of the environment in which the homes are located, including traffic, noise, and surrounding vacant Caltrans homes that invite vagrancy and crime. Tenants further contend that the comparables used by Caltrans to establish fair market rents are not truly comparable in size, condition, neighborhood, or amenities to the Caltrans' homes.

Tenants also assert that the rental houses have not been properly maintained and that Caltrans' processing and implementation of maintenance requests is unresponsive and ineffective.  They question why the budget shortfall is used to explain why needed repairs to rental houses cannot be made in a timely manner.  They reference a bill (SB1221 (Schiff)) chaptered on October 10, 1999, (Public Resources Code 5029.5) that requires 50% of monies collected from rents on federally designated historic properties to be paid into the Historic Property Maintenance Fund for expenditure by Caltrans as appropriated by the Legislature, to pay for costs associated with the maintenance and operation of historic property.  Ninety-two of the 585 properties owned by Caltrans in the 710 corridor qualify or are eligible for the National Register of Historic Places.

There is an ongoing concern that Caltrans’ policy of charging fair market rent impinges on long-standing rights of tenants under the state law known as the Roberti Bill (California Government Code Sections 54235-54238.7).  This law governs the manner in which surplus properties on the 710 Freeway right-of-way should be offered for sale.  The hierarchy created by the Roberti Bill favors tenants of low or moderate income.  According to the author, former State Senate Pro Tem David Roberti, The Roberti Bill anticipated that low and moderate-income tenants would occupy many of these homes at the time they were declared surplus and made available for purchase.  Yet, under rents proposed by Caltrans in 2003, some of the incomes required to qualify for renting a Caltrans home are as high or higher than $10,000/month, thus defeating the purpose of the Roberti Bill and threatening the rights of long term tenants who cannot afford to pay the higher rents.

As Caltrans continues to press on with its policy of charging “fair market rents” the number of people being forced out of their homes is increasing while the number of those who qualify to purchase their homes diminishes correspondingly.  Even though Caltrans has publicly stated its opposition to the Roberti Bill and desire to have it repealed, rendering the law inoperable on a de facto basis is grossly unfair.

The following recommendations addressing the issues summarized above were developed through a consensus discussion process by representatives of the tenants, city governments, elected officials, and the affordable housing community who assembled at monthly Task Force meetings.  The names of all of those supporting the recommendations are presented at the end of this report.
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Recommendations

Overall, the recommendations ask that Caltrans abide by state and local tenant/landlord law including recognizing and honoring the rights of tenants under the Roberti Bill.

Rental Rates:

1. Caltrans should maintain up to date data on available rental properties and their rental rates on the Caltrans website.

2. Rental rates should reflect the impacts on value of high traffic volume, traffic safety risks, and traffic noise.

3. Rental rates should take into account nearby vacant properties and their impacts on rental value, which include attracting crime and vagrancy, increased fire risk, and reduced neighborhood quality of life.

4. Rental rates should reflect untimely or incomplete maintenance and the condition of the property.

5. Annual rent increases should be limited to the annual average increase in cost of living (as is done in commercial property leases) as indicated by the rental housing index for the Los Angeles Metropolitan Region, a component of the Consumer Price Index (CPI).

6. There should be no eviction for inability to pay a rent increase of a person who is, based on years of tenancy, potentially eligible under the Roberti Bill to purchase a residential property.

7. The rent increase appeals process should be reinstated for all tenants.  Grounds for appeal should include hardship.  The appeals should be heard by an impartial panel of individuals not employed by Caltrans.

8. The tenant application criterion that requires tenants to have a gross monthly income-to-rent ratio of four-to-one should be made less stringent.  Both a three-to-one and a two-to-one ratio are common in the mortgage lending industry.

9. Rather than month-to-month agreements, tenants should be able to sign long-term leases similar to those signed by commercial and Section 8 tenants.

10. If month-to month leases are signed, rents should reflect the potential that tenants may be required to move and incur additional moving costs on short notice.

11. Caltrans should establish a policy for adding minors who turn 18 and spouses to the lease/rental agreement and their years of tenancy should be counted from the date the lease was originally signed.

Appraisal Process:

1. Appraisals should be conducted by certified professionals.

2. Appraisers should provide due-notice and make several attempts to contact the tenants to arrange access to the property prior to conducting the appraisal.

3. Appraisers should assess both interior and exterior condition of the house in making an appraisal.

4. Comparables used for appraisals should be real houses that are rentals located in proximity to the subject house in a similar quality neighborhood.

5. Tenants should have an opportunity to review and comment on the appraisals of their homes.

Maintenance:

1. Caltrans should better maintain vacant properties with secure fencing and weed control, and adequately secure doors and windows to avoid attracting trespassers. Sensor lighting should be installed at key locations on vacant housing.  Twenty-four hour security should be provided in the rental housing neighborhoods.

2. In order to be rented, Caltrans housing should comply with City, County, and State building and occupancy laws and codes.  Compliance should be determined by a pre-rent inspection and any deficiencies corrected by Caltrans prior to renting the property.

3. Special attention should be paid to conditions related to termites, rats, mold, lead paint, and asbestos.

4. Currently rented properties should all be inspected for code compliance and adverse conditions.  Any deficiencies should be corrected in a timely manner in accordance with applicable law.

5. Thereafter, all rented homes should be subject to an annual inspection.

6. Every effort should be made to contact the tenant in advance of an inspection and to schedule the inspection at a reasonable time.

7. Tenants and prospective tenants should be given access to inspection and maintenance reports.

8. Local government agencies should have enforcement authority over code compliance, i.e., health, safety, and habitability issues.  Upon complaint, houses should be independently inspected by a City or County inspector and deficiencies corrected in accordance with applicable state and local law.

9. Only a certified, professional inspector (building and safety) should have the authority to deem a house to be uninhabitable.

10. Caltrans should return to the old process in which tenants called their rental agent to initiate repairs.  The rental agent should have the authority to proceed with repairs and oversee their satisfactory completion.

11. A contractor should be able to make all repairs related to the problem reported by the tenant subject to rental agent approval.

12. Repairs should be conducted in a timely manner, e.g., within 24 hours for emergencies or otherwise, within 35 days, as provided in current law.

13. The number of contractors and inspectors sent out to review one job should be minimized consistent with the need to obtain needed repairs.

14. Scheduling of repair work should, to the greatest extent possible, be convenient for the tenant.

15. Tenants should be able to dialogue with the contractor performing repairs.

16. Tenants can refuse to sign-off on a work order if it is illegible or incomplete.

17. Repairs should be in keeping with the architectural character of the house.

18. If repairs are not conducted in a timely manner, a tenant should be able to contract for repair and deduct the costs of the repair from rent as provided in current law.

19. If a contractor does not show up within four hours of the designated time without prior notice, a tenant can retain his/her own licensed, bonded and certified contractor to perform the work and deduct the cost of the repair from the rent as provided under current Caltrans policy and in accordance with state law.

20. For repairs that Caltrans deems too expensive (e.g. repairing a fireplace vs. boarding it up), the tenant should have the option to seek and present lower bids from a qualified contractor and receive a timely response from Caltrans as to whether work can proceed on that basis.

21. Caltrans’ contractor contracting procedures should provide for checking references of recent prior work and require that the contractor be licensed and bonded and have procedures in place that assure the use of competent personnel.  Caltrans should establish a complaint procedure that enables contractors that do not perform competently to be dismissed.

Implementation:

1. Caltrans should comply with maintenance, rent and eviction processes as prescribed by recently enacted tenant/landlord law including newly enacted AB647 (Nunez) and SB985 (Kuehl) and provisions requiring that interest be paid on deposits.

2. Caltrans should accept the applicability and local enforcement of City, County, and State codes.

3. Caltrans should continue to work with local agencies to develop an enforcement process.

4. The Tenants Association and local Legislators should continue to work with the City of Los Angeles Mayor and City Council to amend its ordinance (LA Municipal Code §161.301) that now precludes enforcement against state agencies.

5. The Legislature should amend state law to create a fund generated by a percentage of rental revenues for all Caltrans rental housing from which administration of the rental process and maintenance and repair costs could be paid by Caltrans independent of the state budget annual authorization and appropriation process.  The fund would be subjected to an annual audit.

6. The Legislature should amend PRC 5029.5 (SB1221, Schiff) to provide more latitude for Caltrans to use funds in the Historic Property Maintenance Fund as needed to repair and maintain the historical properties.

Property Sales:

1. All Caltrans properties located off the footprint of the 710 Freeway should be offered for sale consistent with the provisions of the Roberti Bill as soon as possible.

2. The property sales process should recognize the right of ascendancy of qualified tenants' heirs.

3. Caltrans should consider ways in which more properties can be offered for sale including by providing for easements and buy-back clauses as may be needed to accommodate a future project and by selling properties in “as is” condition.

4. Caltrans and the Legislature should reevaluate the surplus property sales process to determine if the qualification criteria and sales contract requirements are consistent with the intent of the Roberti Bill and are capable of being accomplished in a reasonable period of time.

Conclusion:

The Caltrans Rental Housing Task Force appreciates the efforts of Caltrans staff in the implementation of the Task Force process.  They are:

Deborah Robertson, External Affairs/Executive Management for District 7 Director

Wayne Harrold, Right of Way Division

Ann Marc-Aurele, Right of Way Division

Norma Dorsey, External Affairs/Governmental Affairs

Steve Devorkian, External Affairs/Governmental Affairs

We would also like to acknowledge the assistance and patience of Mr. Bob Gallegos, Consultant to Caltrans, who served as the Task Force Moderator.  The Task Force also appreciates the hospitality of the City of South Pasadena, which accommodated us monthly at the Community Center.

We hereby respectfully request that the Caltrans Director meet with the Task Force personally to receive and discuss the Task Force recommendations.

Respectfully Submitted:

Chancela Al-Mansour, Neighborhood Legal Services

Lynn Bryan, Representative, Pasadena Tenants

Greg Carlsson, Pasadena Tenant

John DeSoto, Alternate, El Sereno Tenants

John Kvammen, Representative, Pasadena Tenants

Linda Krausen, South Pasadena Tenant

George Magallanas, Field Representative, Assemblymember Jackie Goldberg 45th District

Lyn Miller, President, Caltrans Tenants Association; Alternate, Pasadena Tenants

Suzanne Reed, Chief of Staff, Assemblymember Carol Liu, 44th District

Marie Salas, Representative El Sereno Tenants

Marilyn Shatz, Representative, South Pasadena Tenants

Greg Spiegel, Western Center for Law and Poverty
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