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MANUFACTURED HOUSING

Efforts Needed to Enhance Program Effectiveness
and Ensure Funding Stability

What GAO Found

HUD has established a process for updating the preemptive building standards
for manufactured homes known as the HUD Code but has not fully met key
purposes of the 2000 Manufactured Housing Improvement Act (2000 Act). Key
purposes of the Act include:

o Establish a balanced, consensus-based process to update manufactured
housing construction and safety standards. HUD has not accepted, rejected,
or modified any of the Manufactured Housing Consensus Committee’s
recommendations for updating the HUD Code within 1 year of their
submission. The 2000 Act requires HUD to act on the committee’s
recommended standards within 1 year if they were submitted in the form of a
proposed rule with an economic analysis. According to HUD, because the
committee did not include economic analyses in the proposals, HUD staff
performed this task. They also stated because the proposals lacked the
analyses, the Act’s 1-year timeline was not triggered. In some cases, HUD
has not decided on recommendations made more than a decade ago and
lacks a plan to address the backlog. Meanwhile, some states’ and localities’
residential building codes require standards not in the HUD Code, resulting in
post-production upgrades that may increase costs to homeowners. Not
updating the HUD Code delays its intended benefit—to improve the quality,
durability, safety, and affordability of manufactured homes.

e Facilitate the availability of affordable manufactured homes. Owners of
manufactured homes have lower monthly housing costs than site-built
owners and apartment renters, but high financing costs often keep these
homes from being even more affordable. HUD’s Federal Housing
Administration (FHA) has two insurance programs for manufactured home
loans. Although most manufactured homes are titled or owned as personal
property, HUD’s programs primarily insure loans on manufactured homes
financed as real estate. Additionally, owners of manufactured homes are
more likely to have higher-priced financing than owners of site-built homes.
The 2000 Act required HUD to review the effectiveness of the FHA
programs, but HUD has not developed a plan to do so. Such research would
help HUD determine whether and how it might further facilitate the availability
of affordable manufactured homes.

The 2000 Act establishes HUD’s authority to collect fees for certification labels on
manufactured homes built to the HUD Code. The fees are placed in the
Manufactured Housing Fees Trust Fund that provides annual appropriations to
fund the expenses of the Manufactured Housing Program. The current fee rate
does not produce sufficient collections to fully fund the program’s expenses and
must be supplemented by annual appropriations from Treasury’s General Fund.
HUD has indicated its intent to raise the label fee, which currently stands at $39.
As we provided a draft of this report, HUD issued a proposed rule to increase the
label fee, but has not yet completed the rulemaking process. It has also not fully
assessed the feasibility and benefits of putting in place other fees authorized by
recent appropriation acts, in part, because it has carryover balances from past
years. Without more fee revenue, however, the program will continue to require
Treasury’s General Fund appropriations.

United States Government Accountability Office



http://www.gao.gov/products/GAO-14-410�
http://www.gao.gov/products/GAO-14-410�
mailto:sciremj@gao.gov�

Contents

Letter 1
Scope and Methodology 2
Background 5
Despite Declining Production, Manufactured Homes Remain an
Affordable Housing Alternative in Some Regions 12
HUD Has Not Fully Achieved the Manufactured Housing
Program’s Key Purposes 19
Current Funds Collected from HUD Label Fees Are Insufficient to
Fund the Manufactured Housing Program 36
Conclusions 45
Recommendations for Executive Action 48
Agency Comments and Our Evaluation 49
Appendix | Comments from the Department of Housing and Urban Development 55
Appendix I GAO Staff Contact and Acknowledgments 59
Figures

Figure 1: Examples of Single-Section and Two-Piece Multi-

sectional Manufactured Homes 6
Figure 2: HUD Manufactured Home Placed on a Permanent

Foundation with a Basement 7
Figure 3: HUD Certification Label 10
Figure 4: States with and without State Administrative Agencies,

as of May 2014 11
Figure 5: Shipments of Manufactured Homes from 2000 to 2012 12

Figure 6: Manufactured Homes as a Percentage of All Occupied

Housing Units, by Region 13

Figure 7: Ownership Characteristics of Occupied Manufactured

Homes and Single Family Homes, 2011 14

Figure 8: Income Characteristics of Owners of Occupied

Manufactured and Single Family Site-Built Homes and
Apartment Renters, 2011 (All Areas) 15

Figure 9: Income Characteristics of Owners of Occupied

Page i

Manufactured and Single Family Site-Built Homes and
Apartment Renters, 2011 (Non-metro Areas) 16

GAO-14-410 Regulation of Manufactured Housing



Figure 10: Monthly Housing Costs for Owners of Occupied
Manufactured Homes, Single Family Site-Built Homes

and Apartment Renters 2011 18
Figure 11: HUD’s Process for Updating the Manufactured Housing

Safety and Construction Standards (HUD Code) 21
Figure 12: Selected MHCC Recommendations and HUD Updates

to the HUD Code, 2003-2014 24
Figure 13: Examples of Multi-section Manufactured Homes Joined

On-site 34
Figure 14: HUD Label Revenues and HUD Units Sold from Fiscal

Years 2002 to 2013 37

Figure 15: General Fund Appropriations and Carryover Balances
for the HUD Office of Manufactured Housing Programs

from Fiscal Years 2009 to 2013 39
Figure 16: Collected Label Fees and Anticipated Label Fees from
Fiscal Years 2009 to 2013 41

Page ii GAO-14-410 Regulation of Manufactured Housing



Abbreviations

AHS American Housing Survey

CFO Chief Financial Officer

CFPB Consumer Financial Protection Bureau

DAPIA Design Approval Primary Inspection Agency
FAR Federal Acquisition Regulation

FEMA Federal Emergency Management Agency

FHA Federal Housing Administration

FHFA Federal Home Finance Administration

GSE government-sponsored enterprises

HERA Housing Economic Recovery Act 2008

HMDA Home Mortgage Disclosure Act

HUD Department of Housing and Urban Development
ICC International Code Council

IPIA Production Inspection Primary Inspection Agency
IRC International Residential Code

MHCC Manufactured Housing Consensus Committee
MHS Manufactured Homes Survey

NFPA National Fire Protection Association

OMB Office of Management and Budget

PATH Partnership for Advancing Technology in Housing
PD&R Office of Policy Development and Research
RHS Rural Housing Service

SAA state administrative agency

USDA Department of Agriculture

VA Department of Veterans Affairs

This is a work of the U.S. government and is not subject to copyright protection in the
United States. The published product may be reproduced and distributed in its entirety
without further permission from GAO. However, because this work may contain
copyrighted images or other material, permission from the copyright holder may be
necessary if you wish to reproduce this material separately.

Page iii GAO-14-410 Regulation of Manufactured Housing




GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

July 2, 2014

The Honorable Randy Neugebauer
Chairman

Subcommittee on Housing and Insurance
Committee on Financial Services

House of Representatives

The Honorable Spencer Bachus
House of Representatives

Manufactured housing, which is factory built and can be relatively
inexpensive, has long been seen as an affordable option for some
homeowners. For four decades, the Department of Housing and Urban
Development (HUD) has regulated the manufactured housing industry
through its Manufactured Housing Program. In 2000, Congress enacted
the Manufactured Housing Improvement Act of 2000 (2000 Act) to help
facilitate the availability of affordable manufactured homes as a significant
resource for affordable homeownership and rental housing.” The Act had
many purposes, including protecting the quality, durability, safety, and
affordability of manufactured homes and establishing a balanced
consensus process for setting standards and related regulations for
enforcing those standards. The 2000 Act created a new entity, the
Manufactured Housing Consensus Committee (MHCC), which would be
responsible for developing proposed revisions to the construction and
safety standards and forwarding them to the HUD Secretary.

In 1998, the number of manufactured homes that manufacturers shipped
to sites across the country reached a high of over 373,000 since the
Manufactured Housing Program was established in 1974. However, a
focus on increasing sales volume without fully considering borrowers’
creditworthiness led to a large number of repossessions from 2000 to
2002. Further, in 2000 many manufacturers and lenders for manufactured
homes began exiting the market. Since 2000, the number of homes
shipped has declined dramatically, falling to under 50,000 in 2009. The
contraction in the manufactured housing industry was further
compounded by the broader collapse in home purchases after 2007.

TPub. L. 106-569, Title VI.
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Further, in recent years Congress, industry representatives, and MHCC
members have raised questions about the process for updating the
federal code governing manufactured housing—HUD’s Manufactured
Housing Construction and Safety Standards, or the HUD Code. In
October 2012, we found that HUD had not adopted any changes to the
HUD Code since 2005 and that 84 recommendations forwarded by the
MHCC were still awaiting HUD rulemaking actions.? In December 2013,
HUD published a final rule that considered and discussed some of the
MHCC recommendations, and adopted some. As of May 2014, however,
HUD was still considering many of these MHCC recommendations,
according to HUD officials.

You asked that we examine HUD’s implementation of the 2000 Act and
its process for collecting and administering program fees. This report (1)
describes the availability, use, and affordability of manufactured homes;
(2) assesses whether certain purposes set forth in the 2000 Act have
been met, including (a) establishing a balanced process to update
manufactured housing construction and safety and construction
standards, (b) facilitating the availability of affordable manufactured
homes, and (c) ensuring uniform and effective enforcement of the
manufactured housing standards; and (3) examines whether the funds
and fees used to administer HUD’s Manufactured Housing Program are
sufficient to cover program costs.

To describe the availability, use, and affordability of manufactured

Scope and housing, we reviewed and analyzed data from the U.S. Census Bureau’s

Methodology Manufactured Homes Survey (MHS) from 2000 to 2013 and 2011
American Housing Survey (AHS) on the production and location of
manufactured housing and the characteristics of owners. We also
compared the costs to occupants of manufactured homes with the costs
of other housing choices, using available 2012 data—the most recent
data available—from the Home Mortgage Disclosure Act (HMDA)
database. By assessing related documentation, we found these data to
be sufficiently reliable for the purposes of describing manufactured
housing production trends and the affordability and financing of
manufactured homes. Additionally, we visited large and small

2GAO, Manufactured Housing Standards: Testing and Performance Evaluation Could
Better Ensure Safe Indoor Air Quality, GAO-13-52 (Washington, D.C.: Oct. 24, 2012).
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manufactured housing plants in Indiana and Pennsylvania, selected for
their size and proximity to our offices, where we obtained information on
factors affecting the cost of manufactured home sales.

To assess whether the HUD Manufactured Housing Program was
meeting the Act’s intent for establishing a consensus process for
developing, revising, and interpreting standards, we reviewed:

o Federal Register Notices from HUD, from 2002 until 2013, to
understand the creation of the MHCC;

« MHCC documents, such as available meeting minutes and voting
ballots from 2002 until 2013 to assess the timing and topics of MHCC
recommendations to HUD;

e proposed and final rules from 2002 until 2013 to assess the status of
MHCC recommendations;

o documentation of HUD'’s efforts to ensure the operation of the MHCC
and rulemaking process, such as the contract for the administering
organization and related documents; and

« HUD'’s staffing and other resources allocated to the program.

We also interviewed HUD officials, six manufacturers in Indiana and
Pennsylvania, industry representatives, and MHCC officials to obtain their
views on the process for updating the standards. We compared this
process with similar processes for establishing widely accepted industry
construction standards for residences and interviewed officials from the
International Code Council (ICC), the private standard-setting
organization that develops model building codes for homes other than
HUD manufactured homes.

To assess HUD'’s efforts to facilitate the availability of affordable
manufactured homes, we collected and analyzed fiscal year 2012 data
from Federal Housing Administration (FHA) loan programs. By assessing
related documentation and interviewing agency officials, we found these
data to be sufficiently reliable for the purposes of this report. By reviewing
the number of purchase loans reported we were able to examine the
extent to which these programs supported loans for manufactured homes
and compared FHA'’s support for manufactured and site-built homes,
using 2012 HMDA data. Because 2012 HMDA data do not distinguish
between the types of loans made for manufactured homes (such as
chattel or personal property loans, which are often used for manufactured
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homes, and mortgage loans), we were not able to assess the
characteristics of different types of loans.® We also collected and
reviewed research on manufactured housing from HUD and other
organizations on the affordability of manufactured homes. We interviewed
HUD officials from the Office of Manufactured Housing Programs and the
Office of Policy Development and Research (PD&R) to assess HUD’s
efforts and plans to promote the availability of these homes. Additionally,
we obtained information from consumer organizations and interviewed
four of the largest lenders, based on HMDA data, which provided loans to
owners of manufactured homes, to understand the availability of financing
for manufactured homes and to obtain the lenders’ perspective on any
challenges involved in financing these homes.

To assess the HUD Manufactured Housing Program’s ability to oversee
enforcement of the HUD Code, we collected audits from HUD'’s
monitoring contractor from August 2011 to August 2012 to determine
whether audits for all plants had been completed as required and
evaluated how HUD had used the information from the audits. We also
reviewed HUD’s policies, procedures, and mechanisms for enforcing the
HUD Code. Finally, we obtained information from program officials and
state administrative agencies, interviewed officials of manufacturers that
we visited representing large and small manufacturing facilities, and
discussed enforcement issues with manufactured housing trade
associations.

To examine funding for the Manufactured Housing Program, we reviewed
programmatic data found in HUD’s operating plans for the program for
fiscal years 2009 through 2013. We reviewed annual appropriations,
yearly program obligations, program carryover balances, and revenues
raised from the collection of label fees during that period and checked
these figures against those stated in both HUD’s yearly budget
justifications and congressional appropriations acts. We obtained agency
data on the use of program obligations and interviewed officials from
HUD’s Offices of Manufactured Housing Programs and Budget to
understand the agency’s goals and strategies for maintaining the program

3The Consumer Financial Protection Bureau (CFPB) recently published a Fact Sheet
stating that it is considering changes to the reporting requirements for lenders under
HMDA. One change under consideration is for lenders to report for manufactured housing
loans the type of financing, such as chattel or mortgage loans, and whether the borrower
will own or lease the land where the home is sited.
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Background

and the Manufactured Housing Fees Trust Fund, and efforts to assess
the appropriate level of label fees and the feasibility of instituting other
authorized user fees. We compared these practices with those found in
our user fee guide and previous GAO reports.* Finally, we interviewed
manufactured home manufacturers to obtain industry views on the
potential effects of any label fee increases and reviewed statutory and
regulatory guidance related to the collection and use of user fees.

We conducted this performance audit from January 2013 through May
2014 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

The National
Manufactured Housing
Construction and Safety
Standards Act of 1974 and
Manufactured Home
Construction and Titling

HUD is responsible for enforcing the federal manufactured home
construction and safety standards that it established under the National
Manufactured Housing Construction and Safety Standards Act of 1974
(1974 Act).® The 1974 Act authorized HUD to develop construction and
safety standards for manufactured homes and to oversee the
enforcement of the standards through inspections and reviews of building
plans. HUD developed the Manufactured Housing Construction and
Safety Standards, commonly known as the HUD Code, basing them in
substantial part on the National Fire Protection Association (NFPA)
standards for manufactured homes (NFPA 501). The HUD Code was
implemented in 1976, and replaced the state-by-state patchwork of
regulations that existed prior to 1976 with one set of rules that all
manufactured home builders must meet. The HUD Code is applied
nationwide and preempts state and local codes. As a result, state and

4GAO, Federal User Fees: Fee Design Options and Implications for Managing Revenue
Instability, GAO-13-820 (Washington, D.C.: Sept. 30, 2013) and Federal User Fees: A
Design Guide, GAO-08-386SP (Washington, D.C.: May 29, 2008).

542 U.S.C. 5401et seq.
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local building authorities may not apply their own codes to manufactured
homes for components covered by the HUD Code.

Unlike site-built homes, which are constructed at their permanent
locations, manufactured homes are constructed in factories and must
have a permanent chassis that allows them to be moved to retailers and
consumers in different states and localities.® Manufactured homes can be
single-section or multi-sectional units with two or more sections (as
shown in fig. 1). Manufactured homes can be placed on temporary or
permanent foundations (see fig. 2).

Figure 1: Examples of Single-Section and Two-Piece Multi-sectional Manufactured Homes

Source: GAO. | GAO-14-410

8 For the purposes of this report, a site-built home refers to houses that are constructed on
a permanent foundation, built to state and local building codes, but does not include
multifamily structures.
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Figure 2: HUD Manufactured Home Placed on a Permanent Foundation with a
Basement

Metal chassis above basement

Source: UPSTAR (left photo) and GAO (right photo). | GAO-14-410

Manufactured homes also differ from modular homes, which are another
type of prefabricated home and are often designed and constructed by
the same manufacturers on the same production lines as manufactured
homes. Like other site-built homes, modular homes are categorized as
real property and are built to state and local building codes, most
commonly the International Residential Code (IRC).” Unlike manufactured
homes that are towed to the sites on their own permanent chassis,
modular home sections, or modules, are transported on truck beds and

7According to ICC, 43 states and the District of Columbia have adopted or based their
own state site-built and modular home construction and safety codes on the ICC’s IRC. In
the remaining 7 states, local counties or municipalities determine their own residential
building standards. The IRC is updated every 3 years by the ICC. States and localities,
however, are not required to adopt the codes produced by the ICC and independently
decide which versions or parts of the IRC to adopt.
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assembled on site. For the purposes of this report, we include modular
homes under our definition of site-built homes.

Unlike site-built homes, which are titled as real property and usually
financed through a mortgage, a manufactured home may be financed as
either personal or real property. When a home buyer purchases a
manufactured home without tying the purchase to land, the home is
generally considered personal property, or chattel—that is, it is a
movable, “personal”’ possession, much like an automobile. Manufactured
homes are sometimes grouped together in communities where residents
may either own or lease the home, but lease the land.® However,
according to Manufactured Homes Survey (MHS) data, in 2013 70.2
percent of manufactured homes were placed on leased or owned land
outside of manufactured home communities. One lender we interviewed
told us that homeowners in rural areas often placed manufactured homes
on real property owned by a relative but did not want to place a lien on
the land to purchase the manufactured home.

When a manufactured home is attached to the underlying land by a
permanent foundation and the home and the land are treated as a single
real estate title under state law, the home is considered real property. In
such instances, the borrowers can obtain a conventional real estate loan
or a government-guaranteed mortgage through traditional mortgage
lenders. According to the MHS, 13.7 percent of manufactured homes that
were placed in service in 2013 were titled as real estate, 78 percent were
titled as personal property, and the remainder (8.3 percent) were not
titled.

8In some communities, the owners of the homes may collectively own the community real
estate in the form of a cooperative.
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The Manufactured
Housing Improvement Act
of 2000 and General
Duties of the HUD Office
of Manufactured Housing
Programs

The National Manufactured Housing Construction and Safety Standards
Act of 1974 was amended by the Manufactured Housing Improvement
Act of 2000 (2000 Act) to create a balanced consensus process for
establishing and revising manufactured home building standards. The
2000 Act created the Manufactured Housing Consensus Committee
(MHCC), a Federal Advisory Committee charged with providing
recommendations to the Secretary on the revision and interpretation of
HUD Code and related procedural and enforcement regulations.®

HUD’s Office of Manufactured Housing Programs is responsible for
carrying out certain provisions of the 2000 Act. Under the law, the HUD
Secretary is directed to establish appropriate federal manufactured home
construction and safety standards as well as model standards for the
installation of manufactured homes. The Office of Manufactured Housing
Programs is tasked with regularly updating the standards based on
careful analysis of MHCC'’s recommendations, the manufactured housing
industry, and consumers. The Office of Manufactured Housing Programs
is also tasked with approving certain state agencies and private third-
party entities that inspect manufactured housing plants to determine
whether manufacturers are complying with the HUD Code. Each
manufacturer contracts with two types of third-party entities, a Design
Approval Primary Inspection Agency (DAPIA) and a Production
Inspection Primary Inspection Agency (IPIA). Generally, DAPIAs review
and approve all manufactured home designs, design changes, and quality
assurance manuals. IPIAs are responsible for assuring that the
manufacturing plant follows the quality assurance manual and inspecting
each home at some stage of production in the plant. IPIAs also issue the
HUD Certification Label that is attached to each section of the home upon
completion (see fig. 3 below).

9 The MHCC also recommends proposals for installation standards.
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Figure 3: HUD Certification Label

= 'S EVIDENCED BY THIS EABEL NO.| 3 R
THE MANUFACTURER CERTIFIES TO THE BEST OF THE

MANUFACTURER'S KNOWLEDGE AND BELIEF THAT THIS
MANUFAGTURED HOME HAS BEEN INSPECTED IN ACCORD-

ANCE WITH THE REQUIREMERTS OF THE DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT AND IS COKSTRUGTED
IN CONFORMANCE WITH THE FEDERAL MANUFAGTURED
HOME CONSTRUCTION AND SAFETY STANDARDS IN EFFECT
ON THE OATE OF MANUFACTURE SEE OATA PLATE

Source: HUD. | GAO-14-410

Federal Preemption

The 1974 Act also established the preemptive status of the HUD Code,
as it stipulated that if a home is built to the HUD Code, state and local
building authorities may not apply their own codes that are applicable to
the same element of performance.’ The 2000 Act stated that the federal
preemptive authority was to be “broadly and liberally construed.” For
instance, a state or local municipality cannot require that the distances
between a HUD home’s air intake and exhaust vents be greater than the
3-foot minimum currently stipulated in the HUD Code. One particular
entity that relies heavily on the preemptive status of the HUD Code is the
Federal Emergency Management Agency (FEMA). FEMA is a large
purchaser of manufactured homes, which are utilized as temporary
housing units under its emergency management operations across
different states.

To help ensure that all manufactured homes comply with the HUD Code,
HUD has entered into cooperative agreements with 37 state governments
that participate as state administrative agencies (SAA) to conduct periodic

1042 U.S.C. 5403(d).
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checks of plant records and to oversee the handling of consumer
complaints. HUD’s staff is responsible for carrying out these same
functions in the 13 states without SAAs and the District of Columbia (see

fig. 4).

Figure 4: States with and without State Administrative Agencies, as of May 2014

I:I State Administrative Agencies (SAAs)
I:l States without SAAs overseen by HUD

Sources: HUD (data): Map Resources (map). | GAO-14-410
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: H Annual shipment of new manufactured homes has declined substantially
Desplte.Decllnlng in recent years. According to the MHS, about 250,500 manufactured
Productlon, homes were shipped to retailers in the United States in 2000."" In 2012

the number of manufactured homes shipped fell to 54,900 (see fig. 5).
MaHUfaCtured Homes According to the MHS, manufactured homes shipments increased to

Remain an Affordable about 60,000 in 2013.
Housing Alternative in
Some Regions

. ______________________________________________________________________________________________________________________|
Figure 5: Shipments of Manufactured Homes from 2000 to 2012

Number of homes shipped (in thousands)
300
250
200

150

100

0
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Year

Source: GAO analysis of Manufactured Housing Survey data. | GAO-14-410

Despite the decline in new shipments in past years, in 2013
approximately 5.9 million HUD Code compliant manufactured homes
were in use in the United States, accounting for 5.1 percent of total
occupied housing units. However, the concentration of manufactured
homes varies across regions. The southern United States, for instance,

" The Manufactured Homes Survey reports annual data for each calendar year instead of
fiscal year.
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has the highest concentration, with manufactured homes making up
approximately 8 percent of the region’s total occupied homes (see fig. 6).
In addition, the majority of manufactured homes are located in non-
metropolitan areas, in part because of land constraints or barriers such as
zoning laws in metropolitan areas.'? According to data from the 2011
American Housing Survey (AHS), over half of manufactured homes (52.4
percent) were located in non-metro areas in that year, compared to about
25 percent of single family homes and 11 percent of rented

apartments.' 14

Figure 6: Manufactured Homes as a Percentage of All Occupied Housing Units, by Region

&

Sources: GAO analysis of American Housing Survey data; Map Resources (map). | GAO-14-410

Note: These figures refer to occupied manufactured homes built after 1974.

2\We determined that a home was “non-metropolitan” if the home was located in an area
(urban or rural) outside of metropolitan statistical areas.

3We limited our analysis of 2011 AHS data, the most recent data available, to
manufactured homes built after 1974, when HUD began regulating these units.

4 These figures refer to occupied housing units.
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As with other single family homes, manufactured homes tend to be
occupied by their owners rather than rented to others. In 2011, about 81
percent of the manufactured homes built after 1975 in the U.S. were
owner occupied, and 16 percent were rented for cash. In comparison,
about 85 percent of all single family homes were owner occupied in 2011
(see fig. 7).

Figure 7: Ownership Characteristics of Occupied Manufactured Homes and Single Family Homes, 2011

Manufactured homes Single family site-built homes One story, single family site-built homes

2.6% 1.8% 21%

81.2% 85.0% 79.5%

[ ] Occupied without payment of cash rent
[ ] Rented for cash payment
I Owned or being bought

Source: GAO analysis of American Housing Survey data. | GAO-14-410

Note: The term “single family home” refers to single family detached homes, which are not attached
to other homes like townhouses.

Our analysis also showed that owners of manufactured homes tended to
have lower incomes than other homeowners. In 2011, about 75 percent of
owners of manufactured homes had household incomes of less than
$50,000, compared with about 77 percent of apartment renters, about 41
percent of owners of single family homes, and about 52 percent of
owners of one story single family homes (see fig.8).
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Figure 8: Income Characteristics of Owners of Occupied Manufactured and Single Family Site-Built Homes and Apartment
Renters, 2011 (All Areas)

One story, single family Single family site-built
Manufactured homeowners Apartment renters site-built homeowners homeowners
4.1% 5.4%
26.3%
40.5%
74.9%

I:I Less than $50,000

|:| $50,000 to $99,999

- $100,000 or more

Source: GAO analysis of American Housing Survey data. | GAO-14-410

Our analysis also showed similar income characteristics for manufactured
home owners located in non-metropolitan areas. In 2011, about 76
percent of owners of manufactured homes had household incomes of
less than $50,000, as compared with about 90 percent of apartment
renters, 51 percent of owners of single family homes, and about 62
percent of owners of one story single family homes (see fig. 9).
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Figure 9: Income Characteristics of Owners of Occupied Manufactured and Single Family Site-Built Homes and Apartment
Renters, 2011 (Non-metro Areas)

One story, single family Single family site-built
Manufactured homeowners Apartment renters site-built homeowners homeowners

3.3% 1.3%

20.9%
75.8%
89.5%

:I Less than $50,000
I:I $50,000 to $99,999
- $100,000 or more

Source: GAO analysis of American Housing Survey data. | GAO-14-410

Our analysis of the 2012 MHS and 2011 AHS data also showed that
manufactured homes were an affordable housing option in terms of their
relatively low sales prices and monthly costs. In 2012, single-section
manufactured homes were priced, on average, at $41,175 and multi-
section manufactured homes at $75,525'°. Manufacturers we interviewed
said that these homes cost less to build than site-built homes, including
modular homes, primarily because on-site construction and transportation
costs for manufactured homes are less than those associated with
modular homes and other site-built homes. Manufactured homes also

S The average is based on the mean and is calculated as the total dollars of sales
divided by the total number of houses sold.
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typically had lower monthly costs, including loan payments, taxes, rent,
utilities, and other fees, than site-built homes.®

In 2011, around 16 percent of owners of manufactured homes paid
$1,000 or more in monthly costs, compared with 55 percent of owners of
single family site-built homes. Around 45 percent of manufactured home
owners paid less than $500 in monthly costs, while 19 percent of owners
of single family site-built homes paid less than $500 each month (see fig.
10). Owners of manufactured homes also had lower monthly costs than
renters. According to the AHS data, the median monthly cost of owning a
manufactured home in 2011 was approximately $550, while the median
monthly costs for apartment renters that same year were $800."

®The AHS defines monthly housing costs for owner-occupied units as “the sum of
monthly payments for all mortgages or installment loans or contracts [...], real estate taxes
(including taxes on manufactured/mobile homes, and manufactured/mobile home sites if
the site is owned), property insurance, homeowner association fees, cooperative or
condominium fees, mobile home park fees, land rent, and utilities.” Energy efficiency, and
the impact on utility bills, is another factor impacting the affordability of manufactured
homes. See GAO, Green Affordable Housing: HUD Has Made Progress in Promoting
Green Building, but Expanding Efforts Could Help Reduce Energy Costs and Benefit
Tenants, GAO-09-46, (Washington, D.C.: Oct. 7, 2008). As of May 2014, the HUD Code
has not been updated to include nearly all proposed energy efficiency improvements from
the MHCC.

In non-metropolitan areas, where the majority of manufactured homes are located and
monthly housing costs in general are lower, the majority of owners of manufactured
homes still had lower monthly housing costs than other households. According to the 2011
AHS, 50.8 percent of owner-occupied manufactured homes located in non-metropolitan
areas paid less than $500 in monthly costs, compared to 31.7 percent of single family
detached homes and 36.7 percent of apartment renters.
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Figure 10: Monthly Housing Costs for Owners of Occupied Manufactured Homes,
Single Family Site-Built Homes and Apartment Renters 2011
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Source: GAO analysis of American Housing Survey data. | GAO-14-410

Although manufactured homes generally cost less to purchase than other
homes and have lower monthly costs, owners of manufactured homes
are more likely to have higher-priced financing than owners of site-built
homes.'® According to 2012 HMDA data, manufactured home loans
accounted for about 2.5 percent of all one-to-four family purchase loans.®
However, according to the HMDA data, they comprise 34 percent of all
high-priced purchase loans. Moreover, 74 percent of conventional
purchase loans for manufactured homes were identified as high-priced
loans, compared with 24 percent of purchase loans supported by FHA,
the U.S. Department of Agriculture (USDA), and the Department of
Veterans Affairs (VA).? Private lenders, such as national consumer
finance companies, also provide financing for purchasing manufactured
homes. Loans generally take the form of home-only or chattel loans

8We defined higher priced loans as 150 basis points or more above the current Freddie
Mac 30-year fixed-rate mortgage at the time of loan origination.

"There are three property types in HMDA, one-to-four family homes (excluding
manufactured housing), manufactured housing, and multifamily. We calculated the share
of manufactured housing loans to be the number of manufactured housing loans divided
by the sum of one-to-four family home loans and manufactured housing loans since this
most closely approximates the share of manufactured housing loans of single family
homes as possible using HMDA data.

2OFor the purposes of this report, a conventional loan refers to loans neither made by nor
insured or guaranteed by the federal government.
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HUD Has Not Fully
Achieved the
Manufactured
Housing Program’s
Key Purposes

rather than real estate mortgages. According to some lenders we
interviewed and one consumer organization, these loans typically have
higher interest rates and shorter terms (15-20 years versus 30) than
home mortgages.

HUD has encountered challenges in meeting key purposes of the 2000
Act, as seen by, among other things, delays and backlogs in its
rulemaking process, limited assessment of financing alternatives, and
incomplete documentation of enforcement-related activities. The
purposes of the 2000 Act include (1) establishing a consensus-based
process to update and interpret manufactured housing safety and
construction standards and regulations for enforcing them; (2) facilitating
the availability of affordable manufactured housing; and (3) ensuring
uniform and effective enforcement of manufactured housing standards
and protecting consumers.?! More specifically, the 2000 Act requires HUD
to establish the MHCC to submit proposed standards within each 2-year
period from the time its members are appointed. The MHCC must submit
the standards in the form of a proposed rule, and include an economic
analysis, for each proposal.?? The Act also requires HUD to publish each
set of proposals within 30 days of submittal and respond to each set
within a 1-year period. Further, it directs HUD to review the programs for
FHA manufactured home loans, develop any changes that would promote
the affordability of manufactured homes, and encourage the government-
sponsored enterprises (GSE) to develop and implement secondary
market securitization programs for these loans. Finally, the Act requires
that HUD ensure uniform and effective enforcement of the HUD Code.

2'The Senate report that accompanied the Act stated that the purpose of the legislation
was setting up a process to update manufactured housing construction and safety
standards on a timely basis.

220ffice of Management and Budget (OMB) Circular A-4 states that agencies must
demonstrate the need for federal regulatory action, consider alternative approaches, and
conduct benefit-cost and cost-effectiveness analyses.
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HUD Has a Process for
Updating the HUD Code,
but Has Not Resolved
Delays Related to the
Lack of Economic
Analyses

HUD has met the requirements for the initial establishment of both the
MHCC and a process for updating the HUD Code. In 2001, HUD entered
into a contract with an administering organization for the MHCC and
continued to work with the contractor through June 2013, when the
contract expired. HUD rebid the contract in July 2013 but as of the
release of this draft to HUD in May 2014 had not awarded the contract to
a new administering organization.?® This organization is a private-sector
standard-setting body with specific experience in developing building
codes. It is responsible for managing the MHCC—for example,
recommending new members—and for administering the processes for
developing new standards. As required by the Act, the MHCC consists of
21 members, who are all appointed volunteers. They represent three
groups: producers and retailers, consumers, and general interest and
public officers, including regulatory organizations. The administering
organization first appointed members to the MHCC in August 2002. HUD
last updated the roster of MHCC members in February 2013.

HUD has also put in place a process for updating the standards. First,
MHCC reviews proposals submitted by its members, HUD, or the public.
As required by the Act, if two-thirds of the MHCC members approve a
proposal, the committee finalizes it and recommends it to HUD in the form
of a proposed rule with an economic analysis. HUD is required to publish
the proposed rule within 30 days of receiving the MHCC’s proposals.
According to HUD officials, if the MHCC does not prepare a proposed rule
with an economic analysis, HUD develops the proposed rule and the
economic analysis. After this step, the proposal follows the typical
rulemaking process, including an Office of Management and Budget
(OMB) review, publication in the Federal Register, and a public comment
period. After reviewing the public comments and possibly revising the
recommendations, HUD adopts, modifies, or rejects the recommendation
and publishes the decisions in a Final Rule (see fig. 11).2* HUD also

23Acc:ording to HUD, at least part of the delay was attributable to a bid protest filed in
connection with HUD’s process for awarding a new contract for an administering
organization. The bid protest was resolved in HUD’s favor earlier this year. See
International Code Council, B-409146, Jan. 8, 2014, 2014 CPD [ 26. On June 18, 2014,
HUD awarded a new contract for a new administering organization.

241f HUD determines that a standard is necessary in response to a public health or safety
emergency, the agency may issue an order without the MHCC'’s approval after a period of
public comment.
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submits the rule to its congressional authorizing committees for 15 days
before publication of the proposed rules.

Figure 11: HUD’s Process for Updating the Manufactured Housing Safety and Construction Standards (HUD Code)
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Note: The MHCC is an advisory committee established by Congress to provide recommendations to

HUD on standards and monitoring of standards for manufactured housing.
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For the most part, the MHCC has met the requirements for submitting
proposed standards within each 2-year period.?®* The MHCC last
submitted recommendations for changes in the standards in January
2012 and January 2013, when it recommended approval of 9 proposals.
However, HUD officials stated that because the former administering
organization did not formally submit these last 9 proposed MHCC
recommendations from January 2012 and January 2013, the agency will
not begin to consider them until it receives them from a new administering
organization. We found that from its inception in 2003 to January 2013,
the committee submitted 174 recommendations.?

As we have seen, the 2000 Act requires that not later than 12 months
after receiving a MHCC recommendation to the HUD Code, HUD must
either adopt and publish the recommendation as a final rule, reject the
recommendation and publish the reasons for the rejection, or publish a
modified version and provide for a comment period. However, we
observed that HUD had not accepted, rejected, or modified any of the
MHCC-recommendations for updating the HUD Code within 1 year of
their submission. According to HUD officials, the relevant procedural
requirements and timelines for acting on MHCC’s recommendations were
not triggered because the MHCC did not submit the recommendations in
the form of proposed rules that included relevant economic analyses, as
required by the 2000 Act. HUD officials said that the administering
organization was responsible for providing technical support to the MHCC
in developing proposed rules and economic analyses. For example, the
contract for fiscal year 2013 required the administering organization to
ensure the availability of subject-matter expertise necessary to support
the satisfactory performance of the MHCC, including activities related to
the federal rulemaking process. However, one official from the former
administering organization told us that both it and the MHCC lacked the
expertise and resources to draft proposed rules and conduct economic
analyses. HUD and the administering organization have acknowledged
that the MHCC does not have the expertise or resources to conduct
economic analyses.?” According to HUD officials, because the MHCC and

2542 U.S.C. 5403(a)(4)

26 MHCC members did not meet or propose standards since from October 2012 until June
2014.

2TOMB Circular 