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Hybrid Meeting in West Conference Room 
17555 Peak Avenue, Morgan Hill, CA 95037  

and  
Virtual (Link to join the meeting can be found below)  

 
The City of Morgan Hill Mobile Home Rental Hearing Panel meeting is held in person 
with the option for the public to attend in-person or participate by teleconference/video 
conference. Information on how the public may observe and participate in the meeting is 
below.  
  
MEETING PARTICIPATION 
The community can participate by attending in person, joining via Zoom 
(video/teleconference).  
  
Those wishing to participate in the meeting remotely may do so at the following 
link https://bit.ly/mobilehomerents. Additionally, Zoom participants must be running the 
latest version or will be required to update to the latest version before being able to join 
the meeting remotely.  
  
Remote participation is also available by calling (669) 900-9128 and entering webinar 
id: 835 6783 5515#. Dial *9 to raise your hand, and be called upon to speak for up to 3 
minutes. Dial *6 to unmute. 
  
As a courtesy, and technology permitting, for members who attend online, the City 
cannot guarantee that the public’s access to online technology will be uninterrupted, 
and technical difficulties may occur from time to time. Unless required by the Ralph M. 
Brown Act, the meeting will continue despite technical difficulties for participants using 
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the online option. 
  
PUBLIC COMMENT 
Public comment may be offered verbally at the meeting or in writing before the meeting.  
  
Those attending remotely may only offer public comment for items on the agenda in any 
of these three categories: 

• Other Business 
• Public Hearings 

  
Public comment will be heard from those attending in person first with the submission of 
a speaker card. Once that is complete, we will move to those on Zoom that have their 
hand raised. Following public comment from Zoom, we will close the public comment 
period for that item.  
  
Remote public comment for items not on the agenda will not be accepted.  
  
Written public comment may be submitted to the Housing Division: 
  
In person at the Mobile Home Rental Hearing Panel; 

• Via email to john.lang2@@morganhill.ca.gov; or 
• Hand delivered or mailed to the Housing Division at 17575 Peak Avenue, Morgan 

Hill, CA 95037 

  
Please email your comments to the Housing Division no later than 3:00 p.m. on 
Wednesday (the day before the Mobile Home Rental Hearing Panel meeting) so that 
your comments can be submitted to the members of the Mobile Home Rental Hearing 
Panel with sufficient time to review them. You may continue to provide written 
comments up to noon on Thursday (the day of the meeting), although Mobile Home 
Rental Hearing Panel may not have sufficient time to review them before the meeting. 
Public comments submitted to the Housing Division after noon (12:00 p.m.) the day of 
the meeting will be provided to the Mobile Home Rents Hearing Panel as time allows. 
  
Written comments WILL NOT be read aloud during the Mobile Home Rental Hearing 
Panel Meeting. Please note that written comments are posted on the City's website. It is 
recommended that you do not include any personal information that you do not want to 
be posted on the web. Please be advised that communications directed to the Mobile 
Home Rents Hearing Panel are public records and are subject to disclosure pursuant to 
the California Public Records Act and Brown Act unless exempt from disclosure under 
the applicable law. Communications will NOT be edited for redactions and will be 
printed/posted as submitted. 
  
AMERICANS WITH DISABILITIES ACT (ADA) 
In compliance with the Americans with Disabilities Act, if you are a disabled person and 
you need a disability-related modification or accommodation to participate in this 
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meeting, please contact the Housing Division at (408) 310-4637 or by email at 
john.lang2@morganhill.ca.gov.  Requests must be made as early as possible and at 
least two full business days before the start of the meeting. 
 
 
  
CALL TO ORDER 
  
ROLL CALL ATTENDANCE 
  
DECLARATION OF POSTING AGENDA 
  
PUBLIC COMMENT FOR ITEMS NOT ON THE AGENDA 
This opportunity for public comment is for items that are not on the agenda. If you would 
like to make comments on an item that is on the agenda, please wait until we get to that 
item to offer your comments. Members of the public are entitled to address the Hearing 
Panel concerning any item within the Morgan Hill City Council’s subject matter 
jurisdiction. Public comments are limited to no more than three minutes. Except for 
certain specific exceptions, the Hearing Panel is prohibited from discussing or taking 
action on any item not appearing on the posted agenda. Public comment is intended for 
comments. Questions posed during public comment are not generally answered. If you 
have questions, please send them to the City Clerk at 
ccpubliccomment@morganhill.ca.gov to receive a response. (See additional noticing at 
the end of this agenda)  
  
PUBLIC HEARING 
1. WINDMILL MOBILE ESTATES REQUEST FOR HEARING-PETITION FOR 

RENT 
  Recommendation: 

1. Accept Independent Analysis of Petition of Rent Increase and 
2. Open/close the public hearing; and 
3. Approve a monthly rent increase of $228.80 to Windmill Mobile Estates to 

be phased-in, consistent with Municipal Code 5.36.320. 
 

    
  
ADJOURNMENT 
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NOTICE 
Any documents produced by the City and distributed to the majority of the Mobile Home 
Rental Hearing Panel less than 72 hours prior to an open meeting, will be made 
available for public inspection at the front counter at City Hall located at 17575 Peak 
Avenue, Morgan Hill, CA, 95037 and at the Morgan Hill Public Library located at 660 
West Main Avenue, Morgan Hill, California, 95037 during normal business hours. 
(Pursuant to Government Code 54957.5) 
 

PUBLIC COMMENT 
Members of the Public are entitled to directly address the Mobile Home Rental Hearing 
Panel concerning any item that is described in the notice of this meeting, before or 
during consideration of that item. If you wish to address the Mobile Home Rent Hearing 
Panel on any issue that is on this agenda, please complete a speaker request card 
located in the foyer of the Council Chambers and deliver it to the Minutes Clerk prior to 
discussion of the item. You are not required to give your name on the speaker card in 
order to speak to the Mobile Home Rents Hearing Panel, but it is very helpful. When 
you are called, proceed to the podium and the Chair will recognize you. Please limit 
your comments to three (3) minutes or less.  
Please submit written correspondence to the Minutes Clerk, who will distribute 
correspondence to the Mobile Home Rents Hearing Panel.  
City Council Policies and Procedures (CP-03-01) outlines the procedure for the conduct 
of public hearings.   
For a copy of Commission Policies and Procedures CP-97-01, please contact the City 
Clerk’s office (408) 779-7259 or by email cityclerk@morganhill.ca.gov.  
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MOBILE HOME RENTAL HEARING PANEL STAFF REPORT 
MEETING DATE: May 7, 2026 
 
PREPARED BY:  
John Lang, Housing and Economic Mobility Director 
 
WINDMILL MOBILE ESTATES REQUEST FOR HEARING-PETITION FOR 
RENT 
 
RECOMMENDATION(S) 

1. Accept Independent Analysis of Petition of Rent Increase and 
2. Open/close the public hearing; and 
3. Approve a monthly rent increase of $228.80 to Windmill Mobile Estates to be phased-

in, consistent with Municipal Code 5.36.320. 

  
 
REPORT NARRATIVE: 
Background 
On July 2, 2025, the Morgan Hill City Clerk received a written petition, consistent with Chapter 
5.36.100, for a Mobile Home Rents hearing from Rudderow Law Group representing the 
property owner of Windmill Mobile Estates (WME).  Under Morgan Hill’s municipal code, 
Chapter 5.36.150, a mobile home rent hearing is required to be held within 30 days of the 
hearing petition being deemed complete by the City of Morgan Hill. At the request of the City 
and permission granted by the applicant, additional time was required to identify a hearing 
panel and establish a hearing date. 
 
On August 28, 2025, a Mobile Home Rent petition hearing was held evaluating the request to 
increase the monthly rents at WME by $428.88.   
 
City staff outlined the hearing process and provided a staff level review of the net operating 
income analysis prepared by the ownership of WME. 
 
The hearing included testimony by WME expert witness, Brian Eid, on the methodology 
employed to determine the net operating income of the park in 2024 compared to the base 
year of 1981, as prescribed under the Municipal Code 5.36.  Expert testimony was also 
provided by Dr. Baar, representing WME residents, who presented evidence of assumptions 
and calculations that were not consistent with the Mobile Home Park Rents Ordinance 
5.36.260. 
 
During the hearing process, the hearing panel received feedback from several community 
members about the validity of the capital improvements undertaken and expressed concerns 
associated with the petition for a rent increase. 
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Before the public hearing closed for the hearing panel to deliberate, WME owner 
representatives proposed a verbal modification to the rent petition to lower the proposed 
increase of $428.88 to $384.90 per month, allowing a phase in over an eight-year period with 
a 6 percent interest charge. 
 
After brief deliberation, the Hearing Panel elected to continue the public hearing to an 
uncertain date and bring back and address the following: 

• Obtain a formal written proposal from WME ownership based upon their verbal 
comments during the hearing process. 

• Request that homeowner representatives engage in more in-depth discussion to clarify 
key issues, including capital improvements and the handling of utility expenses. 

• Retain an independent consultant to conduct a comprehensive analysis, and 
• Collect all relevant receipts and verifiable documentation to substantiate the expenses 

incurred by the property owner. 

 
Analysis 
On September 12, 2025, the City of Morgan Hill secured a retainer for the services of Keyser 
Marston Associates (KMA) to do an independent analysis of the WME rent petition. 
  
On September 24, 2025, the City of Morgan Hill received an email communication from WME 
ownership in response to the City’s request for a written proposal based upon the verbal 
remarks at the August 28, 2025, meeting (Att. 1).  
  
"After considering the input of residents and city staff, this amount was reduced to $384.90, 
and the park proposed a phased-in approach over 8 years where there would be annual rent 
increases of $50 plus $21 of interest. The park has decided to now offer something even 
lower.  The park is now proposing to simply raise rents by $50 each year for 7 years.  No 
interest would be added.  This would be the only rent increase (the park would forgo during 
the 7 years the 75% of CPI or 8% increase)." 
  
Subsequently, on October 14, 2025, through some clarifying communication with City staff, 
the following revised proposal was provided by WME ownership (Att. 2). 

1. A rent increase of $245.42, effective now; 
2. Or, in the alternative, a phased-in rent increase of $50 each year for 7 years (without 

interest and with no annual CPI increases), which would be a total rent increase of 
$350. 

 
Owner representatives for WME provided access to electronic files associated with the rent 
petition to both KMA and legal representation for WME residents to view and access.   
  
On October 25, 2025, the City of Morgan Hill authorized a scope of work for Keyser Marston 
Associates (KMA) to assess whether an immediate $245.42 space/month rent increase is in 
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conformance with the City’s Mobile Home Park Rents Ordinance (Municipal Code 5.36). 
 
Review and Findings 
The net operating income analysis conducted by Level Advisors associated with the August 
28, 2025 hearing, determined an estimated rent increase of $428.88 space/month. The 
revised net operating income analysis conducted by Level Advisors for this hearing now notes 
a rent increase of $245.42 space/month (Att. 3). 
 
Below is a summary of similarities and differences between the two net operating income 
reports produced by Level Advisors. 

1. Both net operating income reports maintain the same income and expense estimations 
for the 1981 base year. 

2. While there are minor changes (an increase in "utility income" line item and a decrease 
in line item "other income" and augmentations to adjustments) in the 2024 books and 
records income category, the actual net rental income remained consistent with only a 
$50 change to the net operating income in 2024. 

3. On the expense side, there was a significant change in two capital expense categories. 
A reduction in the capital expense category that "were less $100 per space" and an 
increase in the capital expenses category that "were over $100 per space." 

4. The books and records for the expense category remained the same in both of the 
reports. 

 
Utilizing the most recent report submitted by Level Advisors (Att. 3), Keyser Marston 
Associates (KMA) reviewed the calculations and supporting documentation to develop their 
report dated February 5, 2026. KMA’s scope of work was to determine if the proposed 
increase is consistent with the “Fair Return” provisions contained in Article III of Chapter 5.36 
of the City’s Municipal Code (Att. 4). 
 
The summary table below compares the outcome of Level Advisors' revised net operating 
income analysis to that of KMA. 
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The KMA analysis resulted in the following findings. 

1. Based on the income and expense information provided by WME and Level Advisors, 
KMA estimates that a monthly rent increase of $228.80 is warranted under the 
provisions of Article III of Chapter 5.36 of the City of Morgan Hill’s Municipal Code. 

o The difference between KMA’s monthly rent increase of $228.80 and Level 
Advisors' $245.42 stems from a particular issue around useful life of 
improvements.  

▪ Per the KMA report, “Section 5.36.020. A of Article 1 requires capital 
improvements to be “amortized over the useful life of the improvement 
pursuant to the straight-line depreciation provision of the Internal 
Revenue Code, and the regulations issued pursuant thereto.” Per 
standard practices, incurred interest expenses should be capitalized and 
included in the cost of constructing capital improvements if borrowed 
funds were used to finance the cost of the improvements. WME has 
indicated that borrowed funds were not used to fund the improvements; 
therefore, interest costs should not be included in the capitalized cost of 
the improvements." 

2. The alternative proposal by WME on October 14, 2025 for a phased-in rent increase of 
$50 each year for 7 years (without interest and with no annual CPI increases), which 
would be a total rent increase of $350 was not analyzed as there was no comparative 
analysis to review. 

 
Additional considerations were also highlighted in the KMA report. 

• The last rent petition hearing conducted by the City in 2007/2008 was approved with 
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phase-in requirements subject to Section 5.36.320.  KMA recommends the same 
methodology be used to administer the phase-in of a new monthly rent increase of 
$228.80 as was used to phase-in the rent increase approved in 2008. 

 

The KMA suggestion that is referenced above was part of the approved resolution from the 
2007/2008 hearing. The basic methodology from that resolution being applied to this rent 
hearing would result in the following estimation. 

To begin the analysis, assume the historical average of the Consumer Price Index is 3%. This 
would then be doubled to 6% (2x3%). Additionally, let us assume the prime rate is 6.75% and 
we are factoring in a 1.5% index. This would be applied to the approved rent increase of 
$228.80 which would result in the first year of a phase in rent of $18.88. This leaves a 
balance on an approved rent increase of $209.92. Applying a rent time value of money 
interest to the remaining balance results in $227.24. In the second year the CPI factor would 
then be applied to the remaining balance of $227.24 to determine the increase in rent for that 
year. This process repeats until the whole $228.80 is phased in. In this example, it would take 
several years to phase in an approved rent increase. 

Table 1. Example of a Phase-In Approach with an Interest Charge 

Year Doubling 
CPI 

6% 
 

Prime+ 6.75% 

      

Year Change in 
CPI 
(Doubled) 

Annual 
Increase in 
Rent 

Balance 
of 
Increase 

Time 
Value of 
Money 
on 
Balance 
(Prime+) 

 

   
$228.80 

  

1 
 

$ 18.88 $209.92 $227.24 $17.32 

2 6% $ 20.01 $207.23 $224.32 $17.10 

3 6% $ 21.21 $203.11 $219.86 $16.76 

4 6% $ 22.49 $197.38 $213.66 $16.28 
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5 6% $ 23.84 $189.83 $205.49 $15.66 

6 6% $ 25.27 $180.22 $195.09 $14.87 

7 6% $ 26.78 $168.31 $182.19 $13.89 

8 6% $ 28.39 $153.80 $166.49 $12.69 

9 6% $ 30.09 $136.40 $147.65 $11.25 

10 6% $ 31.90 $115.76 $125.31 $9.55 

11 6% $ 33.81 $91.50 $99.04 $7.55 

12 6% $ 35.84 $63.20 $68.42 $5.21 

13 6% $ 37.99 $30.43 $32.94 $2.51 

14 6% $ 40.27 ($7.33) ($7.93) ($0.60) 

 
On April 21, 2026, staff received a letter from WME owner representatives outlining a 
proposed settlement 
that was informed by the KMA report.  Given the timing of receiving the information and the 
posting of the agenda and hearing materials, staff is attaching the letter as Attachment 5 with 
no analysis or response.  Supplemental information may be posted for this item ahead of the 
meeting on May 7, 2026.   
 
Additionally, since the August 28, 2025, hearing, staff have received letters from the 
community which are also attached (Att. 6,  Att. 7, Att. 8 and Att. 9). 
 
Guidelines for helping in making hearing findings and a recommendation. 
1. Were there sufficient facts and information presented during the hearing process that a rent 
increase is deemed reasonable to permit the park owner a just and reasonable return on their 
property? 

1. If no, the hearing panel needs to affirm that the facts and information presented during 
the hearing process were not reasonable thus current rent is just and reasonable 
therefore, not subject this rent petition. 

2. If yes, the hearing panel may consider a recommendation to phase in the rent 
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increase? 

 
2. Morgan Hill Rent Commission decisions in the past have recommended a phase in 
approach for an approved rent increase to ensure rent increases are aligned with Municipal 
Code 5.36. Should there be a phase of the rent increase? 

1. If no, the hearing panel needs to decide that a phase-in approach to a rent increase is 
not necessary 

2. If yes, the hearing panel may decide the length of time to phase in the increase but 
should consider not exceeding 15 years due to the depreciation associated with the 
capital improvements. 

 
3. Past Morgan Hill Rent Commissions recognized that with a phase-in approach, a property 
owner does not receive the full benefit of the rent increase for several years (time value of 
money), eroding the value of the approval over time given inflation. Should there be an 
interest rate applied to any outstanding balance of the approved increase consistent with Past 
Rent Commission decisions? 

1. If no, the hearing panel needs to decide that the property owner is not entitled to any 
interest as a phase in of the rent occurs inconsistent with past Rent Commission 
decisions. 

2. If yes, the hearing panel will need to establish the interest rate basis to be applied as 
part of the phase in process.   

 
Staff's recommendation is to approve a monthly rent increase of $228.80 to be phased- in, 
consistent with Municipal Code 5.36.320 and illustrated as an example in Table 1 earlier in 
the memorandum. 
 
  
  
COMMUNITY ENGAGEMENT:  
Inform 
A Notice of Public Hearing was mailed to the WME owner, legal counsel representing 
both the park owner and WME residents on March 7, 2026.   
 
ALTERNATIVE ACTIONS:  
The Hearing Panel may take the following alternative actions associated with this rent 
hearing. 
 

• Approve the staff recommendation with a phase-in provision, that includes a time 
value of money (interest) provision, resulting from a phased-in approach. 

• Deny the rent petition determining that the burden of proof was not met by the 
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applicant related to the reasonableness of the increase. 

 
Any action taken by the Rent Hearing Panel is deemed final and may not be appealed 
to the City Council.  
 
PRIOR ACTIONS:  

• A mobile home rent petition hearing for Windmill Mobilehome Estates was 
conducted on August 28, 2025, the hearing panel continued the public hearing to 
an uncertain date to evaluate a revised rent petition proposed during the hearing. 

• A Mobile Home Rent Commission was conducted on March 12, 2009, when a 
public hearing was conducted for a space rent increase of $19 per month filed by 
Windmill Mobilehome Estates. 

• On December 3, 2007, and February 12, 2008, the Mobile Home Rent 
Commission conducted a public hearing to evaluate a $192.55 rent increase per 
month filed by Windmill Mobilehome Estates. 

  
 
FISCAL AND RESOURCE IMPACT:  
The fiscal impact on the City of Morgan Hill for conducting the continuance of the rent 
hearing is estimated to be $32,000. The original Mobilehome Rent hearing for WME on 
August 28, 2025, cost $10,000 to conduct the hearing. The Mobile Home Park Rent 
Stabilization Fund (234) is a dedicated fund that supports the Mobile Home Rents 
Ordinance (5.36) and will be used to pay the expenses associated with conducting the 
hearing.  
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John Lang

From: Dan Rudderow <dan@rudderowlaw.com>
Sent: Wednesday, September 24, 2025 3:30 PM
To: John Lang
Cc: Jon Klein; brucestantonlaw@yahoo.com
Subject: [EXTERNAL] Windmill Fair Return Application
Attachments: Attachments.txt

Importance: High

Hello John,  
 
Attached are the park’s documents.  Can you forward this cover email to the Hearing Panel?  I am copying the 
residents’ attorney, Bruce Stanton.    
 
Thanks, Dan  
 
--------------------------------------------------------- 
 
Dear Members of the Hearing Panel: 
 
I wish to thank the members of the panel for their time and eƯort in considering  
Windmill mobilehome park’s fair return rent increase application.  At the last hearing on August 28, 2025, the 
panel members decided to retain an independent consultant to review our client’s application.  Could you let us 
know the name of the consultant who has been retained and the timeline for scheduling the second hearing date?   
 
In the meantime, the panel members requested that the park provide some additional  
information.  Please allow this letter to respond to those requests. 
 
Park’s Proposal for a Phased-In Rent Increase 
 
As you recall, the park presented the report and testimony of Certified Public Accountant, Brian Eid, who testified 
that, following the Ordinance’s instructions, using the Maintenance of Net Operating Income (MNOI) method, the 
park should be granted a rent increase of $428.88.  After considering the input of residents and city staƯ, this 
amount was reduced to $384.90, and the park proposed a phased-in approach over 8 years where there would be 
annual rent increases of $50 plus $21 of interest.  
 
The park has decided to now oƯer something even lower.  The park is now proposing to simply raise rents by $50 
each year for 7 years.  No interest would be added.  This would be the only rent increase (the park would forgo 
during the 7 years the 75% of CPI or 8% increase).  
 
Under this proposal, rather than raising rents now by $384.90, the park would raise rent by $50 each year for 7 
years, resulting in a rent increase over those years in the total amount of $350. 
   
Utlitities  
 
The park pays the sum of $256,114 for utlities.  
 
Residents are being charged the sum of $127,885 for utilities. 
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Even though residents are being charged less than half of what the park pays in utilities expenses, the 
residents nonetheless complain that $256,114 is somehow suspicious. 
 
Generally, utilities expenses are 10% to 20% higher than utilities income to account for common area 
utilities (clubhouse, pool, lighting, etc.) that is not charged to the residents.  
 
In this case, the percentage is approximately 50%.  That said, this has been the trend for many years.  The 
utility expenses over the past 3 or 4 years have been as follows:  
 

a. 2019 - $210,107 
b. 2020 - $236,234 
c. 2021 - $245,052 
d. 2022 - $267,020 
e. 2023 - $286,068 
f. 2024 - $274,407 

 
As the panel can see, the utility expenses have been consistently in the $200,000’s.  This supports the 
park’s position that the amount of $274,407 for 2024 is normal and not a “one-oƯ” or “unique” amount 
only appearing in 2024.  
  
The Ordinance specifically states in 5.36.260(c)1(b) that operating expenses SHALL include “Utility 
costs.” There is no qualification.  
 
To further substantiate the expenses, we have provided 100% of the utility bills from the utility 
companies which support the total utility costs claimed in the petition.  
 

ShareFile Attachments Expires March 25, 2026 

COMH-1224.pdf 1.2 MB

Gross Income Reconciliation for City.pdf 300.7 KB

P&Ls 2019-2024 for City.pdf 524.2 KB

Recology-0124_1124.pdf 917.1 KB

Schedule of All Utility Costs Paid for City.pdf 254.7 KB

Schedule of Only Electric Costs Paid for City.pdf 243.6 KB

Windmill PGE_Ele Stm-020525.pdf 2.5 MB

Windmill PGE_Ele Stm-021025.pdf 2.9 MB

Windmill PGE_Ele Stm-100324.pdf 2.8 MB

Windmill_COMH Utility 2024.pdf 13.3 MB
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Windmill_Meterman 3915.pdf 562.2 KB

Windmill_Meterman Sev_Inv-2024.pdf 6.3 MB

Windmill_PGE_2024.pdf 11.9 MB

Windmill_Recology 2024.pdf 4.9 MB
 

Download Attachments  
 

Brian Eid uses ShareFile to share documents securely.  

  

 
Capital Expenses  
 
The Ordinance in section 5.36.260(c)1(h) states that operating expenses SHALL include “Capital 
expenses with a total cost of less than one hundred dollars per year per benefited space, and the 
amortized portion of other capital expenses otherwise allowed by regulation.”  
 
By the use of the words “other capital expenses” the Ordinance segregates each capital expenditure.  
 
The residents’ attorney admitted that the Ordinance could have been worded better.  Nonetheless, the 
residents contend that all capital expenditures during the year should be aggregated and the amount in 
excess of $100 per space should be amortized.  While the park disagrees with the residents’ 
interpretation, in a show of good faith, the park has recalculated what the net operating income and 
resulting monthly rent increase would be if we use the residents’ interpretation of the Ordinance. The 
total rent increase would be  
$245.42, split between a permanent increase of $213.88 and a temporary rent increase of $31.54 which 
would terminate after 15 years.  
 
Thus, there are several options available to the Hearing Panel.  The panel could grant a rent increase of $245.42, 
eƯective now.  Or another option would be for the Hearing Panel to grant a phased in rent increase of $50 each 
year for 7 years, which would be a total rent increase of $350. 
 
I have provided a copy of this email to the residents’ attorney, Bruce Stanton.  Recall that Mr. Stanton represents 
only about half of the residents in the park.   
 
Thank you. 
 
Dan Rudderow 
Attorney for the Park Applicate  
 
 
Daniel T. Rudderow | Principal 
1301 Dove Street, Suite 800 
Newport Beach, CA 92660 
Main:    (949) 565-1344 
Direct:   (949) 565-1341 
Mobile: (714) 915-4939 
dan@rudderowlaw.com   
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CONFIDENTIALITY NOTICE: This message and any attachments are confidential to the sender and addressee of this e-mail and may be privileged 
information.  If you have received this email in error, do not copy, forward, disclose or use any part of the message. 
 
 
 

WARNING: This message is from an external user. Confidential information such as social security numbers, credit card 
numbers, bank routing numbers, wire transfer information and other personally identifiable information should not be 
transmitted to this user. For question, please contact the Morgan Hill IT Department by opening a new helpdesk request online 
or call 408-909-0055. 
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John Lang

From: Dan Rudderow <dan@rudderowlaw.com>
Sent: Tuesday, October 14, 2025 9:24 AM
To: John Lang
Cc: Jon Klein; brucestantonlaw@yahoo.com
Subject: [EXTERNAL] RE: Windmill Fair Return Application

John, 
 
I think the best way to frame it is to say that the park owner has now amended its application to ask for: 
 

1. A rent increase of $245.42, eƯective now; 
 

2. Or, in the alternative, a phased in rent increase of $50 each year for 7 years (without interest and with no 
annual CPI increases), which would be a total rent increase of $350. 

 
Either option is acceptable to the park owner.       
 
Daniel T. Rudderow | Principal 
1301 Dove Street, Suite 800 
Newport Beach, CA 92660 
Main:    (949) 565-1344 
Direct:   (949) 565-1341 
Mobile: (714) 915-4939 
dan@rudderowlaw.com   
 

 

CONFIDENTIALITY NOTICE: This message and any attachments are confidential to the sender and addressee of this e-mail and may be privileged 
information.  If you have received this email in error, do not copy, forward, disclose or use any part of the message. 
 

From: John Lang <john.lang2@morganhill.ca.gov>  
Sent: Monday, October 13, 2025 9:15 PM 
To: Dan Rudderow <dan@rudderowlaw.com> 
Cc: Jon Klein <jon@rudderowlaw.com>; brucestantonlaw@yahoo.com 
Subject: RE: Windmill Fair Return Application 
 
Hi Dan 
  
Can you please oƯer one clarification for me.  Are we to assume that the written proposal noted below is 
amending the original application for a rent hearing? 
  
Sincerely, 
  
John 
  
From: Dan Rudderow <dan@rudderowlaw.com>  
Sent: Wednesday, September 24, 2025 3:30 PM 
To: John Lang <john.lang2@morganhill.ca.gov> 
Cc: Jon Klein <jon@rudderowlaw.com>; brucestantonlaw@yahoo.com 
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Subject: [EXTERNAL] Windmill Fair Return Application 
Importance: High 
  
Hello John,  
  
Attached are the park’s documents.  Can you forward this cover email to the Hearing Panel?  I am copying the 
residents’ attorney, Bruce Stanton.    
  
Thanks, Dan  
  
--------------------------------------------------------- 
  
Dear Members of the Hearing Panel: 
  
I wish to thank the members of the panel for their time and eƯort in considering  
Windmill mobilehome park’s fair return rent increase application.  At the last hearing on August 28, 2025, the 
panel members decided to retain an independent consultant to review our client’s application.  Could you let us 
know the name of the consultant who has been retained and the timeline for scheduling the second hearing date?   
  
In the meantime, the panel members requested that the park provide some additional  
information.  Please allow this letter to respond to those requests. 
  
Park’s Proposal for a Phased-In Rent Increase 
  
As you recall, the park presented the report and testimony of Certified Public Accountant, Brian Eid, who testified 
that, following the Ordinance’s instructions, using the Maintenance of Net Operating Income (MNOI) method, the 
park should be granted a rent increase of $428.88.  After considering the input of residents and city staƯ, this 
amount was reduced to $384.90, and the park proposed a phased-in approach over 8 years where there would be 
annual rent increases of $50 plus $21 of interest.  
  
The park has decided to now oƯer something even lower.  The park is now proposing to simply raise rents by $50 
each year for 7 years.  No interest would be added.  This would be the only rent increase (the park would forgo 
during the 7 years the 75% of CPI or 8% increase).  
  
Under this proposal, rather than raising rents now by $384.90, the park would raise rent by $50 each year for 7 
years, resulting in a rent increase over those years in the total amount of $350. 
   
Utlitities  
  
The park pays the sum of $256,114 for utlities.  
  
Residents are being charged the sum of $127,885 for utilities. 
  
Even though residents are being charged less than half of what the park pays in utilities expenses, the 
residents nonetheless complain that $256,114 is somehow suspicious. 
  
Generally, utilities expenses are 10% to 20% higher than utilities income to account for common area 
utilities (clubhouse, pool, lighting, etc.) that is not charged to the residents.  
  
In this case, the percentage is approximately 50%.  That said, this has been the trend for many years.  The 
utility expenses over the past 3 or 4 years have been as follows:  
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a. 2019 - $210,107 
b. 2020 - $236,234 
c. 2021 - $245,052 
d. 2022 - $267,020 
e. 2023 - $286,068 
f. 2024 - $274,407 

  
As the panel can see, the utility expenses have been consistently in the $200,000’s.  This supports the 
park’s position that the amount of $274,407 for 2024 is normal and not a “one-oƯ” or “unique” amount 
only appearing in 2024.  
  
The Ordinance specifically states in 5.36.260(c)1(b) that operating expenses SHALL include “Utility 
costs.” There is no qualification.  
  
To further substantiate the expenses, we have provided 100% of the utility bills from the utility 
companies which support the total utility costs claimed in the petition.  
  

ShareFile Attachments Expires March 25, 2026 

COMH-1224.pdf 1.2 MB

Gross Income Reconciliation for City.pdf 300.7 KB

P&Ls 2019-2024 for City.pdf 524.2 KB

Recology-0124_1124.pdf 917.1 KB

Schedule of All Utility Costs Paid for City.pdf 254.7 KB

Schedule of Only Electric Costs Paid for City.pdf 243.6 KB

Windmill PGE_Ele Stm-020525.pdf 2.5 MB

Windmill PGE_Ele Stm-021025.pdf 2.9 MB

Windmill PGE_Ele Stm-100324.pdf 2.8 MB

Windmill_COMH Utility 2024.pdf 13.3 MB

Windmill_Meterman 3915.pdf 562.2 KB

Windmill_Meterman Sev_Inv-2024.pdf 6.3 MB

Windmill_PGE_2024.pdf 11.9 MB

Windmill_Recology 2024.pdf 4.9 MB
 

Download Attachments  
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Brian Eid uses ShareFile to share documents securely.  
  

  
Capital Expenses  
  
The Ordinance in section 5.36.260(c)1(h) states that operating expenses SHALL include “Capital 
expenses with a total cost of less than one hundred dollars per year per benefited space, and the 
amortized portion of other capital expenses otherwise allowed by regulation.”  
  
By the use of the words “other capital expenses” the Ordinance segregates each capital expenditure.  
  
The residents’ attorney admitted that the Ordinance could have been worded better.  Nonetheless, the 
residents contend that all capital expenditures during the year should be aggregated and the amount in 
excess of $100 per space should be amortized.  While the park disagrees with the residents’ 
interpretation, in a show of good faith, the park has recalculated what the net operating income and 
resulting monthly rent increase would be if we use the residents’ interpretation of the Ordinance. The 
total rent increase would be  
$245.42, split between a permanent increase of $213.88 and a temporary rent increase of $31.54 which 
would terminate after 15 years.  
  
Thus, there are several options available to the Hearing Panel.  The panel could grant a rent increase of $245.42, 
eƯective now.  Or another option would be for the Hearing Panel to grant a phased in rent increase of $50 each 
year for 7 years, which would be a total rent increase of $350. 
  
I have provided a copy of this email to the residents’ attorney, Bruce Stanton.  Recall that Mr. Stanton represents 
only about half of the residents in the park.   
  
Thank you. 
  
Dan Rudderow 
Attorney for the Park Applicate  
  
  
Daniel T. Rudderow | Principal 
1301 Dove Street, Suite 800 
Newport Beach, CA 92660 
Main:    (949) 565-1344 
Direct:   (949) 565-1341 
Mobile: (714) 915-4939 
dan@rudderowlaw.com   
  

 

CONFIDENTIALITY NOTICE: This message and any attachments are confidential to the sender and addressee of this e-mail and may be privileged 
information.  If you have received this email in error, do not copy, forward, disclose or use any part of the message. 
  
  
  

WARNING: This message is from an external user. Confidential information such as social security numbers, credit card 
numbers, bank routing numbers, wire transfer information and other personally identifiable information should not be 
transmitted to this user. For question, please contact the Morgan Hill IT Department by opening a new helpdesk request online 
or call 408-909-0055. 
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Disclaimer 

The information contained in this communication from the sender is confidential. It is intended solely for use by the recipient and 
others authorized to receive it. If you are not the recipient, you are hereby notified that any disclosure, copying, distribution or 
taking action in relation of the contents of this information is strictly prohibited and may be unlawful. 
 
This email has been scanned for viruses and malware, and may have been automatically archived by Mimecast, a leader in email 
security and cyber resilience. Mimecast integrates email defenses with brand protection, security awareness training, web security, 
compliance and other essential capabilities. Mimecast helps protect large and small organizations from malicious activity, human 
error and technology failure; and to lead the movement toward building a more resilient world. To find out more, visit our website. 

 

WARNING: This message is from an external user. Confidential information such as social security numbers, credit card 
numbers, bank routing numbers, wire transfer information and other personally identifiable information should not be 
transmitted to this user. For question, please contact the Morgan Hill IT Department by opening a new helpdesk request online 
or call 408-909-0055. 
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EXHIBIT 2

Windmill Mobile Estates
Net Operating Income Calculation
1981-2024

Income
Books and 
Records* Adjustments^ NOI % Rev^^

Books and 
Records* Adjustments^

Adjustments for POH 
Income and 
Expenses** NOI % Rev^^

Gross Rental Income 220,050$          220,050$        77.4% 848,143$          28,764$          (154,200)$                  722,706$             103.7%

Uncollected Rents Due To Vacancy -                 0.0% -                    (11,404)           2,800                          (8,604)                 -1.2%

Uncollected Rents due to Bad Debt -                 0.0% -                    (17,360)           (17,360)               -2.5%
Total Utility Income -                    -                  -                 0.0% 127,885            127,885               18.4%

Other Income 64,170              64,170            22.6% 56,694              (56,644)           50                        0.0%

Net Rental Income 284,220            -                  284,220          100.0% 1,032,722         (56,644)           (151,400)                    824,677               118.4%

Wages -                    -                 0.0% (159,760)           74,688            5,671                          (79,400)               -11.4%

Employer PR Taxes -                    -                 0.0% (13,073)             6,112              464                             (6,497)                 -0.9%
Insurance - Workers Comp -                    -                 0.0% (9,619)               4,497              341                             (4,781)                 -0.7%
Insurance - Liability -                 0.0% (25,142)             1,676                          (23,466)               -3.4%
Utilities -                    -                  -                 0.0% (229,909)           (44,498)           18,294                        (256,114)             -36.8%
Repairs and Maintenance -                    -                  -                 0.0% (44,670)             12,209                        (32,460)               -4.7%
Other operating expense (20,250)             (20,250)          -7.1% -                             -                      0.0%
Bank, CC Fees -                    -                 0.0% (325)                  22                               (303)                    0.0%
Credit Checks -                 0.0% (273)                  18                               (255)                    0.0%
Legal -                    -                 0.0% (35,876)             10,000            1,725                          (24,151)               -3.5%
Licenses - Permits -                    -                 0.0% (6,949)               463                             (6,486)                 -0.9%
Management Fees (14,220)             (14,220)          -5.0% (12,000)             800                             (11,200)               -1.6%
Office Supplies -                 0.0% (1,711)               114                             (1,597)                 -0.2%
Outside Services -                 0.0% -                             -                      0.0%
Payroll Service -                 0.0% -                             -                      0.0%
Postage -                 0.0% -                             -                      0.0%
Professional Services -                 0.0% (12,000)             800                             (11,200)               -1.6%
Rent Stabilization Fees -                 0.0% -                             -                      0.0%
Reserves -                  -                 0.0% -                             -                      0.0%
Telephone -                    -                 0.0% (4,627)               308                             (4,319)                 -0.6%
Tenant Services -                 0.0% -                             -                      0.0%
Title Search -                 0.0% -                             -                      0.0%
Travel -                 0.0% -                             -                      0.0%
Security -                 0.0% -                             -                      0.0%
Property Taxes (18,900)              (18,900)          -6.6% (77,682)              7,727                          (69,955)               -10.0%
Depreciation -                    (6,602)             (6,602)            -2.3% (53,896)           3,593                          (50,303)               -7.2%
Amortization -                    -                 0.0% -                  -                             -                      0.0%
Capital Expenses < $100 per year per benefited space+ -                 0.0% (8,999)             600                             (8,399)                 -1.2%
Capital Expenses >= $100 per year per benefited space+ -                 0.0% (34,062)           2,271                          (31,791)               -4.6%
Mortgage Interest -                    -                  -                 0.0% (235,713)           235,713          -                             -                      0.0%
LLC Fees -                    -                 0.0% (6,800)               453                             (6,347)                 -0.9%
Gain on Sale of Assets -                  -                 0.0% -                  -                             -                      0.0%
TOTAL EXPENSES (53,370)              (6,602)              (59,972)           -21.1% (876,131)            189,554           57,551                          (629,025)               -90.3%

Net Income/Operating Income 230,850$           (6,602)$            224,249$        78.9% 156,591$           132,910$         (93,849)$                      195,652$              28.1%

1981 2024
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EXHIBIT 2

Windmill Mobile Estates
Net Operating Income Calculation
1981-2024

Income
Books and 
Records* Adjustments^ NOI % Rev^^

Books and 
Records* Adjustments^

Adjustments for POH 
Income and 
Expenses** NOI % Rev^^

1981 2024

NI/NOI-5 yr cap imp 230,850$          (6,602)$           224,249$        78.9% 156,591$          97,868$          (96,120)$                    158,339$             22.7%

NI/NOI-10 yr cap imp 230,850$          (6,602)$           224,249$        78.9% 156,591$          124,598$        (96,120)$                    185,070$             26.6%
NI/NOI-12 yr cap imp 230,850$          (6,602)$           224,249$        78.9% 156,591$          128,840$        (96,120)$                    189,312$             27.2%

NI/NOI without Depreciation and Amortization-5 yr cap imp 230,850$          -$                230,850$        81.2% 156,591$          151,764$        (99,713)$                    208,642$             29.9%
NI/NOI without Depreciation and Amortization-10 yr cap imp 230,850$          -$                230,850$        81.2% 156,591$          178,494$        (99,713)$                    235,373$             33.8%

NI/NOI without Depreciation and Amortization-12 yr cap imp 230,850$          -$                230,850$        81.2% 156,591$          182,736$        (99,713)$                    239,615$             34.4%

NI/NOI without Depreciation and Amortization-15 yr cap imp 230,850$          -$                230,850$        81.2% 156,591$          186,806$        (99,713)$                    243,684$             35.0%

Page 5 of 5

Page 23 of 120



BERKELEY LOS ANGELES SAN DIEGO LARKSPUR 

001-002; jf 
16036.027 

MEMORANDUM 

To: John Lang, Housing and Economic Mobility Director 
City of Morgan Hill 

From: Keyser Marston Associates, Inc. 

Date: February 5, 2026 

Subject: Draft Review of Owner's Petition for Rent Increase for Windmill Mobile Estates 
in Accordance with Chapter 5.36 of the City's Municipal Code 

In accordance with your request, Keyser Marston Associates, Inc. (KMA) has reviewed the pro 
forma submitted by the accounting firm of Level Advisors on November 6, 2025 on behalf of 
Windmill Mobile Estates (WME) in support of WME’s revised request for a monthly rent 
increase of $245.42 per space. The purpose of KMA’s review is to determine if the proposed 
increase is consistent with the “Fair Return” provisions contained in Article III of Chapter 5.36 
of the City’s Municipal Code.  

A. Background

The City of Morgan hill has a mobile home park ordinance dating to 1983, (Municipal Code 
Chapter 5.36), which limits the amount that space rents can be increased from year to year. 
The basic provision of the ordinance is that rents for leases 12 months or less can increase by 
no more than 75% of the annual increase in the CPI. However, Article III does provide that 
owners are entitled to a “just and reasonable return on their property.” Under the “Fair 
Return” provisions, mobile home parks may request a rental increase so that the park’s annual 
net operating income (NOI) on affected spaces increases at the rate equal to forty percent 
(40%) of the increase in the Consumer Price Index (CPI) over the CPI index for February 1981 
(the Base Year) 

900 COLUSA AVENUE, SUITE 203    BERKELEY, CA  94704    (415) 398-3050    WWW.KEYSERMARSTON.COM 
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WME filed a petition on July 2, 2025 to increase the monthly space rent by $428.88 per month 
in accordance with the Fair Return provisions of Article III. The petition included an analysis 
prepared by Level Advisors, a Certified Public Accounting firm, in support of WME’s petition. 
The attorney for the residents of the Park retained Kenneth K. Baar, Ph.D to review the rent 
increase petition. The Baar report was submitted to the City in August 2025.  
 
A public hearing was conducted on August 28, 2025. City staff reviewed the petition and 
recommended a monthly rental increase of $423.45 based on the requirements of Article III. 
The panel concluded that the City should retain an independent consultant to review WME’s 
application and requested additional information from WME.  
 
On September 24, 2025, the City received an e-mail from WME’s attorney, Dan Rudderow, 
outlining the terms of a revised rent increase proposal. The revised proposal is to increase the 
monthly rent by $245.42, with $213.88 being a permanent increase and $31.54 being a 
temporary increase tied to the amortization of capital improvements that would terminate at 
the end of the 15-year useful life of the improvements. As an alternative to the $245.42 rent 
increase, WME has proposed a phased-in approach under which monthly rent would increase 
$50 per year over a 7-year period, resulting in a total monthly increase of $350 at the end of 
the 7-year term. Under this alternative, the annual CPI rent increases permitted by Chapter 
5.36 would be suspended throughout the 7-year phase-in term and compensation for the time 
value of money during the phase-in period would not be requested.  
 
 On November 6, 205, WME submitted a pro forma prepared by Level Advisor that provided the 
calculations in support of the revised rent increase proposal. KMA was retained by the City to 
review the revised pro forma and the revised proposed rent increase.  
 
B. Review of Rent Increase Analysis 
 
KMA used the same methodology for evaluating the proposed rent increase as the 
methodology we used in evaluating a prior WME rent petition in 2008.  
 
1.  Base Year NOI 
 
In the 2008 analysis, KMA imputed the Park’s 1981 Basey Year NOI to be $2, 565 per space. 
Level Advisors (WME’s consultant) has agreed with KMA’s analysis and determination that 
WME’s Base Year NOI is $230,850 per year or $2,565 per space per year for purposes of 
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implementing the “Fair Return” provisions of Article III of Chapter 5.36. The revenue and 
expense detail of the 1981 Base Year NOI are provided in Table 1. 
 
2. Calculation of Justified Fair Rent Increase 
 
Per Article III, the property owners is allowed to increase rents such that the NOI is increased at 
the rate of 40% of the increase in the CPI over the Base Year. This is calculated by dividing the 
most recently reported monthly CPI at the time of the filing by the figure for February 1981. As 
shown in Exhibit A, KMA’s calculation results in an allowed increase per space of $2,745.59 per 
year or $228.80 per month. In comparison, Level Advisor’s calculation results in an increase of 
$2,945 per year or $245.42 per month.  
 

Exhibit A – Calculation of Justified Fair Rent Increase 
Item Ref    Level/Wndml    KMA 

NOI Base Year (1981), Per Space Table 1 A  $2,565.00   $2,565.00 
CPI Index (February 1981)  B 260.50   84.70  
CPI Index (Apr 2025) (used by Level)  C 1,093.54   355.71  
CPI % Increase (C-B)/B D $3.198  $3.200 
40% of CPI Increase D*40% E $1.279  $1.280 
Inflation Factor A*E F  $3,281.00    $3,282.80  
Inflation Adjusted NOI per space (Fair 
Return) A+F G  $5,846.00    $5,847.80  

Actual NOI 2024 (Comparison Year) 
per Space Table 2 H $2,901.00  $3,102.21 

Warranted Rent Increase to Achieve 
Fair Return per Space , per Year H-G I  $2,945.00     $2,745.59  

Warranted Rent Increase to Achieve 
Fair Return per Space , per Month I/12   $245.42     $228.80  

 
KMA’s calculation of the supported monthly rent increase differs from Level’s calculation due 
primarily to the methodology for calculating amortized capital expenses. Section 5.36.020. A of 
Article 1 requires capital improvements to be “amortized over the useful life of the 
improvement pursuant to the straight-line depreciation provision of the Internal Revenue Code, 
and the regulations issued pursuant thereto.” Per standard practices, incurred interest 
expenses should be capitalized and included in the cost of constructing capital improvements if 
borrowed funds were used to finance the cost of the improvements. WME has indicated that 
borrowed funds were not used to fund the improvements; therefore, interest costs should not 
be included in the capitalized cost of the improvements. As detailed in Tables 2 and 3, KMA has 
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calculated “amortized capital expenses” by dividing the allocated cost of the improvements 
(exclusive of any interest costs) by a useful life of 15 years, which results in an annual allocable 
amortized expense of $17.16 million. In comparison, Level has included an imputed 9.25% 
annual interest expense and has included capital costs for 100% of the improvements (rather 
than the prorated share for 84 units) it is calculation. Level’s methodology boosts the annual 
amortized expense to $34.06 million. Level’s methodology of incorporating “imputed” interest 
costs is not in accordance with the terms of the City’s code.  
 
As shown in Exhibit A, the two analyses also differ with respect to CPI Index factors. Level uses 
the index that was in place in 1983. The Bureau of Labor Statistics adjusted the 1981 CPI 
figures. The adjusted February 1981 index that is published by the BLS is 84.7, which is the 
index factor that is assumed by the KMA analysis. The variation between the two sets of index 
factors is insignificant.  
 
Tables 1, 2, 3, and 4 provide detailed assessments of the Park’s net operating income in 2024 
(Tables 1 and 2), capital expenses incurred in 2024 and the calculation of amortized capital 
expenses (Table 3), and the calculation of a warranted rent increase in Table 4. 
 
3. Phase-in of Justified Rent Increase 
 
In accordance with Section 5.36.320, no rent adjustment may be authorized for any given year 
in an amount in excess of twice the San Francisco/Oakland Bay Area Consumer Price Index (CPI 
or 15%, whichever is less. If the justified rent increase is greater than this limit, the full justified 
amount shall be granted over a period of years such that the rent does not increase by greater 
than said limit in any given year. 
 
Based on the Level Advisors analysis, Table 5 provides an estimate of the maximum rent 
increase that would be allowed if 2025 were the first year of the rent increase. The CPI 
increased by 1.27% between April 2024 and April 2025, which would permit an increase of 
2.54% in the monthly rent in 2025, or approximately $18.39 per month. Assuming a total 
warranted monthly rent increase of $228.80 (KMA analysis), $210.41 of the justified annual 
rent increase would not be charged in the first year and would need to be carried over to 2026. 
It would likely take several years for the full $228.80 monthly rent increase to be fully 
implemented, depending on the annual increase of the CPI. 
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Chapter 5.36 does not address whether or not it is justified to apply an imputed interest cost to 
the portion of the annual rent increase that must be phased-in over time and not implemented 
in the first year. For consistency purposes, we recommend that the same methodology that was 
used to implement the rent increase approved for WME in 2008 be used to implement the 
subject warranted rent increase.  
 
4. Composition of Justified Rent Increase Between On-going and Temporary Components 
 
The justified increase to monthly rents is driven partly by the cost of capital improvements with 
a limited useful life. The portion of the warranted increase that is driven by the amortization of 
capital improvement costs will only be collected over the amortization term of the capital 
improvements. As shown in Table 6, under KMA’s analysis $17.02 of the justified monthly 
$228.80 rent increase would terminate after 15 years. Similarly, under Level’s analysis, $31.54 
of the monthly $245.42 increase would terminate after 15 years. Please see Table 6 for detailed 
calculations. 

 
C. Summary of Preliminary Findings and Conclusions 
 
1. Maximum warranted monthly rent increase  
 

a. Based on the income and expense information provided by WME and Level Advisors, 
KMA estimates that a monthly rent increase of $228.80 is warranted under the 
provisions of Article III of Chapter 5.36 of the City of Morgan Hill’s Municipal Code. 
 

2. Administering the Phase-In of the Justified Rent Increase 
 

a. In 2008, the rent increase that was approved for WME was subject to the phase-in 
requirements of Section 5.36.320. For consistency purposes, we recommend that the 
same methodology be used to administer the phase-in of the new warranted monthly 
rent increase of $228.80 as was used to phase-in the rent increase approved in 2008.  
 

b. WME has offered an alternative rent increase structure in-lieu of the requested increase 
of $245.42 to monthly rents. Under the proposal, monthly space rental rates would 
increase $50 per year for seven years, resulting in a total increase of $350 per month. 
During the seven-year period, the standard permitted annual rent increase equal to 75% 
of the change in the CPI would be suspended and no interest carry charges would be 
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applied. WME did not provide a spreadsheet analysis of this proposal in comparison to 
the base request for an increase of $245.42 to monthly rents. Given that the alternative 
proposal of an annual $50 increase to monthly rents for seven years would not be 
consistent with the provisions of Chapter 5.36, we recommend that the City not pursue 
this alternative. The offered alternative may or may not be less expensive to lessees, 
depending on the future rate of inflation and any interest rate that would apply to the 
portion of an approved rent increase that must be phased in. 

D. Limiting Conditions

KMA’s analysis is based on a review of actual property tax bills as well as 2024 data on the 
Park’s operations, including: rental income, operating expenses, Net Operating Income, utility 
income and expenditures, cost of capital improvements, rent roll and Net Operating Income 
data provided by WME and its consultant, Level Advisors, which is a Certified Public 
Accountant. KMA has relied on this data as being accurate.  
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Table 1
1981 Net Operating Income - Source:  Keyser Marston April 30, 2008 Analysis
Fair Return Rent Increase Analysis
Windmill Mobile Estates
Morgan Hill, CA Draft

1981

Income

Imputed Books and Records based 
on 2006 Actuals for 90 spaces, 

discounted to 1981*
Gross Rental Income 220,050$                                                
Other Income 64,170$                                                   
Net Rental Income 284,220$                                                

Other operating expense (20,250)$                                                 
Management Fees (14,220)$                                                 
Property Taxes (18,900)$                                                 
TOTAL EXPENSES (53,370)$                                                 

Net Income/Operating Income 230,850$                                                
Per Space 2,565$                                                     

2/5/2026

*  Following 1981, homes on six spaces were acquired by the park.  84 spaces are now subject to the terms of Chapter 5.36 of Morgan 
Hill's Municipal code.

Keyser Marston Associates, Inc.
\\file1\Sites\Berkeley\SFWP\16\16036\027\table set 02 05 26; Tbl 1; 2/5/2026
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Table 2
Net Operating Income, 2024
Fair Return Rent Increase Analysis
Windmill Mobile Estates 2/5/2026
Morgan Hill, CA Draft

Income
Books and 
Records*

Adjustments
^

Adjustments for 
6 Exempt unit 
Income and 
Expenses**

Adjusted NOI 
for 84 spaces % Rev^^

Allocation 
Method

Compared to 
June 26, 2025 

analysis
Books and 
Records* Adjustments^

Adjustments 
for 6 Exempt 
unit Income 

and 
Expenses**

Adjusted NOI 
for 84 spaces

Gross Rental Income 848,143$              28,764$        (154,200)$            722,706$           103.7% Actual Different 848,143$             28,764$               (154,200)$        722,706$           
Uncollected Rents Due To Vacancy -$                       (11,404)$       2,800$                  (8,604)$              -1.2% Actual Same -$                      (11,404)$              2,800$             (8,604)                
Uncollected Rents due to Bad Debt -$                       (17,360)$       (17,360)$            -2.5% Actual Different -$                      (17,360)$              -$                 (17,360)              
Total Utility Income 127,885$              127,885$           18.4% Units Different 127,885$             -$                     -$                 127,885             
Other Income 56,694$                 (56,644)$       50$                     0.0% Units Different 56,694$                (56,644)$              -$                 50                       
Net Rental Income 1,032,722$           (56,644)$       (151,400)$            824,677$           118.4% same 1,032,722            (56,644)                (151,400)          824,677             

Wages (159,760)$             74,688$        5,671$                  (79,400)$            -11.4% Units same (159,760)              74,688                 5,671                (79,400)              
Employer PR Taxes (13,073)$               6,112$          464$                     (6,497)$              -0.9% Units same (13,073)                6,112                   464                   (6,497)                
Insurance - Workers Comp (9,619)$                 4,497$          341$                     (4,781)$              -0.7% Units same (9,619)                   4,497                   341                   (4,781)                
Insurance - Liability (25,142)$               1,676$                  (23,466)$            -3.4% Units same (25,142)                -                       1,676                (23,466)              
Utilities (229,909)$             (44,498)$       18,294$                (256,114)$          -36.8% Units same (229,909)              (44,498)                18,294             (256,114)            
Repairs and Maintenance (44,670)$               12,209$                (32,460)$            -4.7% Units same (44,670)                -                       12,209             (32,460)              
Other operating expense -$                      -$                   0.0% Units same -                        -                       -                    -                     
Bank, CC Fees (325)$                     22$                       (303)$                 0.0% Units same (325)                      -                       22                     (303)                   
Credit Checks (273)$                     18$                       (255)$                 0.0% Units same (273)                      -                       18                     (255)                   
Legal (35,876)$               10,000$        1,725$                  (24,151)$            -3.5% Units same (35,876)                10,000                 1,725                (24,151)              
Licenses - Permits (6,949)$                 463$                     (6,486)$              -0.9% Units same (6,949)                   -                       463                   (6,486)                
Management Fees (12,000)$               800$                     (11,200)$            -1.6% Units same (12,000)                -                       800                   (11,200)              
Office Supplies (1,711)$                 114$                     (1,597)$              -0.2% Units same (1,711)                   -                       114                   (1,597)                
Professional Services (12,000)$               800$                     (11,200)$            -1.6% Units same (12,000)                -                       800                   (11,200)              
Telephone (4,627)$                 308$                     (4,319)$              -0.6% Units same (4,627)                   -                       308                   (4,319)                
Property Taxes (77,682)$             7,727$                  (69,955)$            -10.0% Actual same (77,682)                -                       7,727                (69,955)              

(8,999)$         600$                     (8,399)$              
-1.2%

Units different
-                        

(8,999)                  600                   (8,399)                

(34,062)$       2,271$                  (31,791)$            
-4.6%

Units different
-                        

(18,387)                1,226                (17,161)              

Mortgage Interest (235,713)$             235,713$      -$                      -$                   0.0% Actual same (235,713)              235,713               -                     
LLC Fees (6,800)$                 453$                     (6,347)$              -0.9% Units same (6,800)                   -                       453                   (6,347)                
TOTAL EXPENSES (876,131)$          243,450$    53,958$             (578,722)$       -83.1% different (876,131)            259,126            52,913           (564,092)         

Net Income/Operating Income 156,591$           186,806$    (97,442)$           245,955$        35.3% different 156,591$          202,482$          (98,487)$       260,586$        
Per Space, Annual 2,928$               3,102$               

* Source:  PW Property Investments LLC Income Statement (Table 7) with $127,885 of utility charges to tenants deducted from revenues to yield "Gross Rental Income" figure of $848,143.  Utility revenues shown in Table 8.
^ - Adjustments made by Level pursuant to the Net Operating Income calculation, 5.36.260A of the Morgan Hill Mobilehome Rent Ordinance.  Excludes Depreciation.
^^ - Non-utility revenue

Windmill / Level - 2024

Capital Expenses < $100 per year per benefited 
space, which are expensed+

Capital Expenses >= $100 per year per benefited, 
space, which are amortized+

KMA 2024

** - 6 Spaces contain park-owned homes. Rent and related expenses of 6 spaces have been removed.  
+ - Calculations provided in Table 3.
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Table 3

Fair Return Rent Increase Analysis
Windmill Mobile Estates 2/5/2026
Morgan Hill, CA Draft

Capital Improvements in 2024 Total 93.33% Per Space Total 93.33% Per Space
Street light upgrade $65,200 $60,853.33 $65,200 $60,853.33
Electric meter upgrade $64,100 $59,826.67 $64,100 $59,826.67
Road paving upgrade $155,500 $145,133.33 $155,500 $145,133.33
Total $284,800 $265,813.33 $3,164.44 $284,800 $265,813.33 $3,164.44

Capital Expenses < $100 per year per benefited 
space, Expenses, Per 5.36.260.C1.h -$8,999.10 -$8,399.16 -$99.99 -$8,999.10 -$8,399.16 -$99.99
Balance to be amortized $275,800.90 $257,414.17 $3,064.45 $275,800.90 $257,414.17 $3,064.45

Amortized Capital Expenses >= $100 per year 
per sp, 15 yr. life.  Level/Windmill include 
9.25% imputed interest .  KMA does not include 
imputed interest because WME did not fund 
the improvements with borrowed funds and no 
interest costs were incurred.  -$34,062.26 -$31,791.44 -$378.47 -$18,386.73 -$17,160.94 -$204.30

Total Capital Expense, 2024 Adjustment
Capital Expenses < $100 per year per benefited 
space, Expenses -$8,999.10 -$8,399.16 -$99.99 -$8,999.10 -$8,399.16 -$99.99
Amortized Capital Expenses >= $100 per year 
per sp, 15 Yr. life -$34,062.26 -$31,791.44 -$378.47 -$18,386.73 -$17,160.94 -$204.30
Total Capital Expense, 2024 -$43,061.36 -$40,190.60 -$478.46 -$27,385.83 -$25,560.10 -$304.29

KMA Analysis - No Interest Expense in 
Calculation of Amortized Capital Expenses

Level/Windmill Analysis With 9.25% Imputed 
Interest Expense Included in Calculation of 
Amortized Capital Expenses

Allocated to 84 SpacesAllocated to 84 Spaces

* Section 020.A of Chapter 5.36 defines "Capital Improvements" as follows:"Capital Improvements" means those improvements which materially add to the value of property, appreciably 
prolong its useful life, or adapt it to new uses, and which are required to be amortized over the useful life of the improvement pursuant to the staight-line depreciation provision of the 
Internal Revenue Code, and the regulations issued pursuant thereto."  In accordance with standard practices, if borrowed funds are were used to fund the capital improemements, then 
actual interest costs should be capitalized and depreciated.  Given that borrowed funds were not used, interest costs were not incurred.  Therefore, KMA has included only the cost of the 
capital improvements in the amortization calculation.  

Calculations of Capital Expense and Annual Amortization Expenses

Keyser Marston Associates, Inc.
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Table 4
Fair Return Rent Calculation, 1981-2024
Windmill Mobile Estates 2/5/2026
Morgan Hill, CA Draft

Item Ref
 

Level/Wndm Level/Wndml KMA
NOI Base Year (1981) Table 1 A $230,850.00 $230,850.00
CPI Index (February 1981) ^ 260.50 B 260.50 84.70
CPI Index (Apr 2025) ^ 1,093.54 C 1,093.54 355.71
CPI % Increase (C-B)/B D $3.20 $3.20
40% of CPI Increase^^ D*40% E $1.28 $1.28
Inflation Factor A*E F $295,290.20 $295,452.02
Inflation Adjusted NOI (Fair Return) A+F G $526,140.20 $526,302.02
Inflation Adjusted NOI (Fair Return) per 
Space G/90 H $5,846.00 $5,847.80

Actual NOI (2024 (Comparison Year) Table 2 I $243,684.26 1 $260,585.58
Actual NOI 2024 (Comparison Year) per 
Space I/84 J $2,901.00 $3,102.21

Per space, 84 
spaces

Warranted Rent Increase, per Year H-J K $2,945.00 $2,745.59
Warranted Rent Increase to Achieve Fair 
Return per Space per Month K/ 12 L $245.42 $228.80 monthly

^^ - Ordinance section 5.36.310

1  While adjusted NOI for 2024 is shown as $245,955, Windmill / Level has assumed NOI of $243,684 for purposes of the warranted rent calculation, 
which appears to reflect the inclusion of capital amortization expenses on the six park-owned spaces.
^ - Ordinance section 5.36.310. bls.gov. Series ID CUURS49BSA0.  Subsequent to the adoption of the ordinance, the BLS re-adjusted the reference 
bae year.  In accordance with the adjusted schedule, the revised February 1981 CPI Index is 84.7, not the 260.5 referenced in the ordinance.  KMA's 
2008 analysis and this current analysis reflects the revised index figures.
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Table 5

Windmill Mobile Estates 2/5/2026
Morgan Hill,CA Draft

Wndml/Level KMA
CPI April 2024 A 1,079.83                   351.25$                 
CPI April 2025 B 1,093.54                   355.71$                 
Percentage Increase (B-A)/A C 1.27% 1.27%
Twice the Percentage Increase (limited to 15%) 2* C D 2.54% 2.54%

E $723.96 $723.96

First year Max. Permitted Monthly Rent Increase - 2X inflation D*E F $18.39 $18.39

First Year Warranted Monthly Increase Table 4 G $245.42 $228.80

G-F H $227.03 $210.41

** - Occupied, non-exempt Spaces

Limitation on First year Annual Increase (5.36.320) and Projected Portion of Warranted Increase that Cannot be Implemented in 
First Year and Must be Phased-in Over Time

Note:  Average rents were used for illustration purposes. Individual Space Rents may be higher or lower, thus 
the dollar value of individual Rent increases may be higher or lower.

Average Monthly Space Rent at December 2024, as reported by 
Windmill / Level

Margin between Warranted Increase and Max. Permitted Increase, 
which must be phased-in over time.  Annual margin may be subject 
to an interest expense  to Compensate Windmill for the time value 
of money until the warranted rent increase is fully phased-in.  

Keyser Marston Associates, Inc.
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Table 6
Composition of Fair Rent Increase - Permanent and Temporary Component
Fair Return Rent Increase Analysis
Windmill Mobile Estates 5-Feb-26
Morgan Hill, CA Draft

Windmill / 
Item Ref Level KMA

2024 NOI per Space Including Capital Improvement Table 2 A 2,901.00$           3,102.21$       
Remove Amortized Capital Improvement per Space from 2024 
NOI Table 3 B 378.47                 204.30             
Comparison Year NOI per Space Excluding Capital 
Improvement A+B C 3,279.48$           3,306.52$       
Inflation Adjusted Base Year NOI per Space (Fair Return) Table 4 D 5,846.00             5,847.80         
Annual Fair Return Shortfall per Space D-C E 2,566.52$           2,541.28$       
Monthly Rent Increase per Space Without Amortized Capital - 
Permanent Increase E/12 F 213.88$              211.77$          

Capital Improvement Amortization per Space 2024 Table 3 G 378.47$              204.30$          
Monthly Rent Increase per Space - 15 Year Term for 
Amortized Capital Costs G/12 H 31.54$                17.02$            

Total Monthly Rent Increase F+H I 245.42$              228.80$          

Keyser Marston Associates, Inc.
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Table 7
PW Property Investments LLC
Income Statement
For the Twelve Months Ending December 31, 2024

Revenues Year to Date
Rental Income * 975,976.37$                 
Laundry Income 50.68
Dividend # Z26-278569 51,778.43
Fidelity Proceeds 244,441.23
Fidelity Cost/Basis (239,525.09)

Total Revenues 1,032,721.62

Cost of Sales

Total Cost of Sales 0.00

Gross Profit 1,032,721.62

Expenses
Maintenance 8,613.10
Credit check and Screening 273.00
Gardening Expenses 10,485.00
Legal Fees 35,876.46
Professional Fees 12,000.00
Insurance 25,142.38
Workers' Compensation 9,619.33
Management Fees 12,000.00
Permits and Licenses 6,949.10
Mortgage Interest-Chase#x6889 235,713.30
Painting and Decorating 375.00
Plumbing and Electrical 5,910.00
Maintenance & Repairs Expense 6,160.00
Supplies 3,753.07
Appliance 1,543.14
Property Taxes 77,681.80
Telephone & Cable Expense 4,627.37
Utilities 229,909.29
Office Expense 1,711.47
Pool Services 7,830.50
Payroll Tax Expense 13,072.92
Bank Charge 316.60
Wages Expense 159,759.75
LLC Tax 6,800.00
Investment Fee 8.00

Total Expenses 876,130.58

Net Income 156,591.04$                 

Keyser Marston Associates, Inc.
\\file1\Sites\Berkeley\SFWP\16\16036\027\table set 02 05 26; Tbl 7; 2/5/2026

Page 13

Page 36 of 120



Table 8
2024 Utility Expenses
Windmill Mobile Estates

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec TOTAL

Gas -$          -$          -$          -$          -$          -$          -$       -$       -$       -$       -$       -$       -$            
Electric 8,360        8,353        8,449        7,856        8,617        8,488        -          -          -          -          -          -          50,122       
Water 960           948           915           960           1,019        1,053        1,163     1,286     1,461     1,667     1,272     1,165     13,869       
Sewer 1,647        1,647        1,629        1,647        1,647        1,647        1,647     1,647     1,647     1,647     1,647     1,647     19,750       
Trash 3,546        3,546        3,504        3,546        3,546        3,546        3,546     3,880     3,871     3,871     3,871     3,871     44,144       

TOTAL 14,512$   14,494$   14,497$   14,009$   14,830$   14,734$   6,356$   6,813$   6,980$   7,186$   6,791$   6,684$   127,885$   

Source: Windmill Mobile Estates

Keyser Marston Associates, Inc.
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1301 Dove Street, Suite 800, Newport Beach, California 92660 
Telephone: (949) 565-1344  Facsimile: (714) 677-4004  www.rudderowlaw.com 

 
 

 

April 21, 2026 
 
 
VIA EMAIL ONLY 
John Lang 
Housing and Economic Mobility Director 
City of Morgan Hill 
17575 Peak Avenue 
Morgan Hill, CA 95037 
john.lang2@morganhill.ca.gov  
 

Re: Windmill Mobile Estates Fair Return Application: Proposed Phased-In Resolution  
  

Dear Mr. Lang: 
 
Thank you for providing the report prepared by Keyser Marston Associates (“KMA”) dated February 5, 
2026, on the park owner’s fair return rent increase application for Windmill Mobile Estates. On behalf of 
our client, PW Property Investments LLC, we submit this written proposal to narrow or eliminate the 
remaining issues for the continued hearing set for May 7, 2026. 
 
Background 
In 2008, Windmill Mobile Estates obtained a fair return rent increase of $71.36 per space per month from 
the Mobile Home Rent Commission (Resolution MHRC-08-01), followed by an additional $19.00 per 
space per month in 2009 (Resolution MHRC-09-01). The park has been owned by PW Property 
Investments LLC since August 2005. Because the granted amounts exceeded the annual adjustment cap 
under Morgan Hill Municipal Code Section 5.36.320, the Commission authorized a phased-in 
implementation that included three documented features: (i) annual increases at twice the applicable CPI, 
(ii) interest of 3.8% on the unpaid deferred balance, and (iii) annual amortization schedules provided to 
affected residents. 
 
In the current application, our client seeks a fair return rent increase of $245.42 per space per month based 
on the analysis of Level Advisors. KMA’s February 5, 2026, report confirms a warranted increase of 
$228.80 per space per month based on the Maintenance of Net Operating Income methodology under 
Article III of Chapter 5.36. KMA’s report further recommends that the same phase-in methodology used 
in the prior fair return be applied to this proceeding. 
 
The Park Owner’s Settlement Proposal 
For settlement purposes only, and without conceding the correctness of KMA’s reduction from the 
owner’s $245.42 request, the owner is willing to resolve this application using KMA’s $228.80 figure as 
the principal fair-return component, implemented under the framework set forth below. The framework 
permits the owner to receive the constitutionally-required fair return over a defined period while 
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complying with the annual rent adjustment limit under Section 5.36.320 through year-by-year application 
of the cap to actual CPI. 
 
Our client proposes the following framework, which follows the same general three-part structure used in 
the 2008 and 2009 proceedings: 
 
 Principal increment, Year 1: Approximately $35.86 per space per month, calculated at the Section 

5.36.320 cap (twice the CPI for the controlling twelve-month period under the ordinance) applied to 
the current average space rent of $723.96. The Year 1 figure will be finalized using the CPI period 
ending sixty days before the implementation notice of rent increase, consistent with the formula 
applied in Year 2 and forward. 

 Principal increment, Years 2 through completion: For each subsequent year, the maximum principal 
increment permitted under Section 5.36.320, calculated using the actual CPI for the twelve-month 
period ending sixty days before that year’s implementation notice of rent increase, applied to the 
then-current space rent. This formulaic approach mirrors the annual CPI verification feature of the 
2008/2009 framework. 

 Phase-in duration: The principal phase-in continues until the full $228.80 warranted increase is fully 
implemented. Based on current expected inflation, full implementation is anticipated in 
approximately seven years; actual duration depends on CPI in each year. 

 Carrying charge for deferral: For settlement purposes, the owner proposes a carrying charge of 3.8% 
per annum on the unpaid deferred balance, consistent with the rate approved in the 2008 and 2009 
proceedings, while expressly reserving the owner’s position that a higher current-market rate may 
be justified if this matter is not resolved. The carrying charge compensates the owner for time-value 
deferral of the constitutionally-required fair return and is not a “space rent” component subject to 
the Section 5.36.320 cap. 

 Annual amortization schedule: The owner will provide each affected resident with an annual 
amortization schedule showing the increase amount, rent paid toward the increase during the prior 
twelve months, the carrying charge paid during the year, and the remaining balance of the fair return 
rent increase to be phased in, mirroring the 2008/2009 practice. 

 Treatment of automatic CPI: The ordinary annual CPI increase otherwise permitted without review 
under Chapter 5.36 will be suspended during the phase-in period and will resume on the fully-
adjusted base rent following completion of the phase-in, consistent with the structure reflected in the 
2008 and 2009 phase-in schedules. 

 
For avoidance of doubt, each annual increment would be implemented through an annual post-decision 
notice of rent increase, with the cap applied to each affected space’s then-current space rent exclusive of 
any separately stated carrying charge. The $723.96 figure is used in the Year 1 illustration as an average; 
actual increases would vary by space because the cap applies against actual rents. 
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Corrected CPI Period 
KMA’s report illustrates a year-one cap of $18.39 per space per month using the April 2024 to April 2025 
CPI period. Our client’s position is that Section 5.36.320 requires use of the twelve-month CPI period 
ending sixty days before the implementation notice of rent increase, not the period KMA used. The Year 
1 figure proposed above reflects that position. If the City or the Hearing Panel disagrees, that issue is 
reserved. 

Reservation of Rights 
This proposal is submitted for settlement purposes only. The owner does not waive and expressly reserves 
all legal objections, arguments, and rights available under the City’s Ordinance, California law, and the 
federal and California Constitutions. Reserved arguments include, without limitation: (i) the owner’s 
$245.42 requested increase; (ii) the controlling CPI period under Section 5.36.320; (iii) the proper 
characterization of any carrying charge or interest as outside the scope of “space rent” under Section 
5.36.020(M), and the owner’s position that a higher current-market rate may be justified if this matter is 
not resolved; and (iv) any as-applied challenge to the operation of Section 5.36.320 in circumstances 
where its operation defers a constitutionally-required present-day fair return over multiple years. 

Requested Response 
We have copied Bruce Stanton, counsel for the tenants. We request that the City and Mr. Stanton provide 
a written response by May 5, 2026, and advise whether this proposal is accepted in full without 
modification. If so, please confirm whether the City will support submission of a stipulated proposed 
decision to the Hearing Panel in lieu of the May 7, 2026, hearing. 

Accordingly, the May 7, 2026, hearing remains on calendar. Our client will agree to a joint request that 
the matter be taken off calendar and submitted to the Hearing Panel on a stipulated proposed decision only 
if, by May 5, 2026, our client receives written confirmation from both the City and counsel for the tenants 
that this proposal is accepted in full without modification. On timely receipt of that confirmation, our 
client will promptly prepare and circulate a stipulated proposed decision for execution by all parties. 

Absent that confirmation by May 5, 2026, the owner will proceed to the May 7, 2026, hearing and present 
all arguments in support of the application, including the reserved arguments identified above. 

Thank you for your continued attention to this matter. We are available at your convenience to discuss. 

Very truly yours, 
RUDDEROW LAW GROUP 

Luis Valencia-Moreno 

cc:  Bruce Stanton, Esq. (brucestantonlaw@yahoo.com) 
Peter Wang, PW Property Investments LLC 
Brian Eid, CPA, Level Advisors 
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