Initial Statement of Reasons

California Code of Regulations 

Title 25, Division 1, Housing and Community Development
Chapter 4. Manufactured Housing Sales, Occupational Licensing and Education

Subchapter 1. Sales and Occupational Licensing 

Sections 5002, 5010 and 5040



Program Overview

The Occupational Licensing (OL) program consists of five elements: licensing, consumer complaint handling, preliminary and continuing education, enforcement and the Manufactured Home Recovery Fund. 
The OL program licenses and approves manufactured home, multifamily manufactured home, mobilehome and commercial modular manufacturers, dealers, salespersons; 
90-day certificate holders; course providers, course instructors and courses.  The OL program is responsible for analyzing, developing and maintaining examinations, forms, procedures, policy, rulemaking and legislation involving any of its elements.
Necessity and Purpose

The Department of Housing and Community Development (HCD) recognizes that existing language in Section 5010 of the California Code of Regulations, Title 25, Division 1, Chapter 4, Subchapter 1 is confusing and conflicts with Health and Safety Code Section 18045.  The existing language could allow in-state licensed manufacturers to incorrectly interpret that they would not need to license an out-of-state “additional business location” (ABL) if they have at least one existing in-state licensed manufacturing facility.  The proposed language amendments to Section 5010 will remove any conflict with HSC Section 18045, which requires any person acting as a licensee within the State of Califonria to have a license or temporary permit.
Additionally, the amendments will correct typographical errors, syntax, grammar, and punctuation, define regulatory references relating to licensing, and clarify regulatory application for both in-state and wholly out-of-state licensed manufacturers, staff and the regulated public. 

Sections Affected

Sections 5002, 5010 and 5040.
Specific Regulatory Provisions

1. Amend Section 5002.

Purpose and Rationale.  HCD proposes to amend Section 5002 by adding additional definitions in order to clarify and make specific statutory and regulatory references relating to licensing of in-state and out-of-state dealer, manufacturers and their additional business locations.
Adopt New Subsection (c)

· Add a definition for “Additional Business Location (ABL)”.  This addition clarifies that licensed dealers and manufacturers can have more than one place of business as defined in HSC Sections 18003.6, 18045.5 and 18045.6.  The addition also clarifies that an additional business location means the same as a secondary business location.
Amend Original Subsections (c-i)

· Amend subsection lettering to maintain sequential order.  
Adopt New Subsection (k)

· Add a definition for the term “Designated Managing Employee (DME)”.  This addition refers the code user to the definition for “responsible managing employee”.  The term “designated managing employee” is used in other HCD regulations and in forms HCD OL 12, 15, 18 and 50.
Amend Original Subsections (j-m)

· Amend subsection lettering to maintain sequential order.
Adopt New Subsection (p)

· Add a definition for the term “Main Business Location”.  This addition clarifies that a single established place of business will be identified as a primary or main business location.  Applicants with multiple business locations must identify the primary or main business location that HCD will typically interact with for complaints, citations, issuance of controlled accountable items (report of sales and manufacturer’s certificate of origin), etc.
Amend Original Subsections (n-t)

· Amend subsection lettering to maintain sequential order.
Adopt New Subsection (x)

· Add a definition for the term “Responsible Managing Employee (RME)”.  This addition makes specific the statutory term used in HSC Sections 18052.7 and 18053.5.  In addition, the definition for “responsible managing employee” clarifies that the term means the same as “supervising managing employee”.  The term “responsible managing employee” is used in other HCD regulations and in forms HCD OL 12, 15, 18 and 50.
Adopt New Subsection (y)

· Add a definition for the term “Secondary Business Location”.  This addition clarifies that a manufacturer may have additional business locations that are not the primary or main location.  The term “secondary business location” is used in HCD’s form HCD OL 12.
Amend Original Subsections (u-w)

· Amend subsection lettering to maintain sequential order.  
2. Amend Section 5010.  
Purpose and Rationale.  HCD proposes to amend Section 5010 to clarify that all 
in-state and out-of-state ABLs for licensed manufacturers are subject to California Manufactured Housing licensing laws and regulations, including license and renewal fees.  The proposed language amendments remove any conflict with HSC Section 18045, which requires any person acting as a licensee within the State of Califonria to have a license or temporary permit.
Amend Subsection (a)

· Replace “of” with “and” to be grammatically correct and clarify that both the laws and regulations are applicable.  This change is consistent with similar existing language in Subsection (b). 
Amend Subsection (b)

· Add the phrase “person acting as a” to provide editorial clarity.
· Replace “whose established place of business is located outside this state,” with “from any location” to clarify that the license and fee requirements apply to all manufacturer established place of business locations.
· Delete “dealers in” to provide editorial clarity and to clarify that these requirements apply to all manufacturers, even for non-dealer sales by manufacturers, as permitted by law to cities, counties, licensed contractors, and non-profit organizations.
· Delete the last sentence of Subsection (b) to provide editorial clarity by adopting new subsection (c) to clarify the deleted text.  It was never the intent of HCD that the existing sentence exempts some out-of-state manufacturer locations from licensing requirements, responsibilities, and fees.  
Adopt Subsection (c)

· Add “Dealers and manufacturers with more than one established place of business may have their other business locations licensed either under one license as an additional business location(s) or under a separate license with multiple locations. For licenses with multiple locations, the main business location and each additional business location shall be subject to only one original license application and that license’s renewal fees pursuant to Section 5040 of this subchapter.”
The proposed language of Subsection (c) clarifies the requirements contained in the deleted last sentence of Subsection (b), and eliminates the misrepresentation that some out-of-state manufacturer locations may require a separate and additional license.
Update Authority and Reference

· Add “18006.3,” as a reference section to refine and cite the appropriate reference sections.

3.  Amend Section 5040.  
Purpose and Rationale.  HCD proposes to amend Section 5040 to clarify that the fees for an original manufacturer or dealer license also apply to new additional business locations and to a change of a main business location.
Amend Subsection (a) Paragraph (1)
· Replace the phrase “established place of” with “main or additional” to provide editorial clarity and to apply the newly added definitions.
· Add the word “location” to the end of the sentence to provide editorial clarity and to apply the newly added definitions.
Amend Subsection (a) Paragraph (2)

· Replace the phrase “established place of” with “main or additional” to provide editorial clarity and to apply the newly added definitions.
· Add the word “location” to the end of the sentence to provide editorial clarity and to apply the newly added definitions.
Amend Subsection (b) Paragraph (1)

· Replace the phrase “established place of” with “main or additional” to provide editorial clarity and to apply the newly added definitions.
· Add the word “location” to the end of the sentence to provide editorial clarity and to apply the newly added definitions.
Amend Subsection (b) Paragraph (2)

· Add the phrase “or additional” after the word “established” to provide editorial clarity.

· Add the word “location” to the end of the sentence to provide editorial clarity.
Comparable Federal Statutes or Regulations 

None.
POLICY STATEMENT OVERVIEW 
The OL program licenses and approves manufactured home, multifamily manufactured home, mobilehome and commercial modular manufacturers, dealers, salespersons, 
90-Day certificate holders, course providers, course instructors and courses.  The program is responsible for examinations, forms, procedures, policy, rulemaking, and legislation involving any of its elements.
HCD is proposing to amend regulation Sections 5010 and 5040 within the CCR, Title 25 related to the Health and Safety Code Sections 18000 through 18153.
DISCLOSURES REGARDING THE PROPOSED ACTION
HCD has made the following initial determinations:
· Mandate on local agencies and school districts:  None.

· Costs or savings to any state agencies:  None.

· Costs or savings to local agencies or school districts which must be reimbursed in accordance with Part 7 (commencing with Section 17500) of Division 4 of the Government Code:  NONE.

· Other nondiscretionary costs or savings imposed on local agencies:  NONE.

· Costs or savings in federal funding to the State:  NONE.

· Significant effect on housing costs:  NONE.  
BUSINESS IMPACT STATEMENT

HCD has made an initial determination that the proposed regulatory action will not have a significant statewide adverse economic impact directly affecting California businesses, including the ability of California businesses to compete with businesses in other states.  Fees have always been collected for each business location.  This regulatory proposal provides clarity as to which location is the “main” business location and which location is the “secondary” business location.
SMALL BUSINESS IMPACT STATEMENT
HCD has made an initial determination that small businesses will not be affected by this regulatory action.  The fee for new additional business locations have always been collected for existing licensed manufacturers.
COST IMPACT ON REPRESENTATIVE PRIVATE PERSON(S) OR BUSINESS(ES)

HCD has determined that this regulatory proposal will not have any cost impacts that a representative private person or business would necessarily incur in reasonable compliance with the proposed changes.
ASSESSMENT OF JOB/BUSINESS CREATION OR ELIMINATION 
HCD has determined that this regulatory proposal will not have a significant impact on the creation or elimination of jobs in the State of California and will not result in the elimination of existing businesses nor create or expand businesses in the State of California.

CONSIDERATION OF ALTERNATIVES

HCD has determined that there are no reasonable alternatives or other options that has been identified and brought to the attention of HCD that will be more effective in carrying out the purpose for which this regulatory action is proposed.  HCD is unaware of any alternative that will be as effective as and less burdensome to affected private persons than the proposed action.
STUDIES, REPORTS AND SIMILAR DOCUMENTS
HCD relied upon its staff, including managers and attorneys, as sources of information when developing the proposed regulations.
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