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Introduction by the Chairman

Last year, roughly a quarter of a million manufactured homes were sold in the United States—
one out of every four new homes built. At its best, housing production in a factory com-
bines the ability to produce quality housing with a price that is affordable to those with
very modest incomes—from young families struggling to purchase their first homes to re-
tirees living on fixed incomes. The National Commission on Manufactured Housing has
been dedicated to improving the potential of this industry to address the urgent demand
for affordable housing in this country. This potential can only be realized, however, when
manufactured housing is treated like other types of housing—with comparable standards
of construction and performance, comparable competitive financing, and comparable zon-
ing and regulatory treatment.

In 1974, Congress recognized the potential of manufactured housing by granting it unique
status as the only type of housing with a Federal preemptive building code. Though much
has changed since that time, the Federal manufactured housing program has changed little—
leaving industry and consumers alike increasingly frustrated by the program’s inability to
respond to problems and adapt to changing markets and housing standards. Because of
the potential of this industry and the unique status of its product among housing types, [
believe that no housing issue could be more compelling for Congressional attention than
the future of the manufactured housing program.

After a very divisive and inconclusive debate on the future of the manufactured housing
program in 1990, Congress established the National Commission on Manufactured Hous-
ing with a charge to “develop an action plan containing specific recommendations for leg-
islative and regulatory revisions to the present law.” The Commission was granted an
extension for its work in November 1993 with the clear understanding that it was to de-
velop recommendations upon which Congress could act as part of the housing reauthori-
zation process in 1994. To that end, the Commission has worked very diligently over the
past year and a half and reached consensus in February of this year on a plan of action, the
outline of which was conveyed to Congress in the form of an Interim Report. (A copy of the
Interim Report is included as Appendix D.)

Since reaching consensus on the major issues, the Commission has worked on two tracks to
achieve the Congressional mandate to provide specific and timely recommendations. On
advice of Congressional staff, we have drafted proposed legislative language that has been
conveyed to Congress for consideration as part of the housing reauthorization process.
The Commission has also produced this Final Report to Congress, which meets the statu-
tory deadline of August 1, 1994.

In general, the Commission’s recommendations seek to make manufactured housing more
like other types of housing—with all the benefits and responsibilities that go with that
status. If enacted, these recommendations would reduce discriminatory practices in fi-
nancing, zoning, public services, and Federal housing subsidies that increase homebuyer
costs and limit the market potential of this type of housing. The Commission’s recommen-
dations would also increase the accountability of manufacturers and retailers—not through
accountability to heavy-handed regulators, but through warranty requirements that pro-
vide direct financial accountability to homeowners.

The Commissioners also sought to improve the effectiveness and accountability of HUD
and its agents in the regulatory, monitoring, and enforcement roles of the Department. At




the same time, we were aware of the limited resources and capacity of the Department to
take on new responsibilities. To improve the program, the Commission has recommended
establishing a new independent consensus body to update construction and installation
standards. This approach would make the process for establishing manufactured housing
standards more like standards-setting for other types of housing and will minimize the
bottlenecks at HUD that have proven an obstacle to needed change. We have also recom-
mended an enhanced role for States in the enforcement process while providing the fund-
ing to do so. There are no unfunded mandates in our recommendations.

The Commission was dedicated to finding the least expensive and least intrusive means to
achieve genuine reform. Indeed, the proposed legislative language would provide regula-
tory relief from unnecessary requirements with respect to standards, inspections, and noti-
fication for defects. The Commission’s staff estimates that this reform to the regulatory
system represents an additional cost of only $43 per floor. Additional costs to the manufac-
turer and retailer for a builder-backed or insurance-backed warranty should be minimal
(some manufacturers already provide a 5-year warranty). The gaps in accountability in the
current system too often reward those who cut corners at the expense of consumers and
competitors who act responsibly in providing quality homes and services. The financial
incentives under the system we propose will reward manufacturers and retailers who pro-
vide quality, as many now do, and will penalize those who provide inferior workmanship.

Compromise was required from both sides to reach the consensus reflected in the Interim
Report. Consumer representatives, myself included, started this process by suggesting
that comparability would be best achieved for manufactured housing by requiring compli-
ance with national model codes and requiring independent inspections of all systems like
most site-built homes must undergo. We have come to the position that comparability can
be achieved just as effectively and at less cost through a standard that emphasizes actual
performance and an enforcement system that relies on strong warranty protection. For
their part, representatives of the manufacturing and retailing industries made significant
concessions to achieve the warranty protections necessary as an alternative to more intru-
sive inspection-based enforcement.

Regrettably, I must note that representatives of the manufacturing and retailing industries
have withdrawn their support for positions they had accepted in February 1994—agree-
ments the Commission had further refined to meet industry concerns in our March and
April meetings. Contrary to the clear intent of Congress, the industry representatives indi-
cated their opposition to any legislation this year and walked out of the Commission’s May
meeting. (A detailed month-by-month description of the Commission’s meetings and the
agreements reached is included as Appendix B. Draft legislation approved by the Commis-
sion and submitted to Congress on May 31, 1994, isincluded in Appendix H.) The industry’s
reversal did not occur over changes made in the consensus by the Commission but rather
over the issue of accepting accountability to homeowners. Specifically, the negotiations
broke down when the industry representatives indicated that they could not live with their
earlier agreement to provide a seamless 5-year warranty on major structural components
of the home that covers problems that might arise from improper installation. Universal
estimates by experts in the field that at least half of major problems with manufactured
homes stem from improper installation underscore the necessity to improve installation
practices if manufactured housing is to enjoy the confidence of homebuyers, financiers,
regulators, and local zoning commissions.

The reversal of the industry’s position is disappointing not only because it undermines the
hard work of the Commission, but also because of the failure of vision it represents. The
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Commission’s report is based on a foundation of hope for the enormous potential that this
type of housing could have for providing affordable housing and homeownership. The
industry’s refusal to accept greater accountability to homeowners betrays a lack of confi-
dence in its own product and workmanship that will only continue to hamper the ability of
manufactured housing to realize its full potential.

Despite my disappointment that some Commissioners did not support the Final Report, I
join with Secretary of Housing and Urban Development Henry G. Cisneros in strongly
urging Congress to adopt reform legislation this year. Failure to act would not only delay
much needed improvements for years, but would also undermine the basis on which this
compromise consensus was painstakingly crafted. The Commission’s work will not be in
vain if legislation based on our recommendations can be enacted. However, if this Con-
gress is unable to enact major reform, a future Congress will have to address whether or not
the public’s interest is served by continuation of the current federally preemptive program
that lacks accountability and simply does not work in critical ways.

Finally, on behalf of the Commission, I want to express profound gratitude to the Members
of Congress who expressed their confidence in us by appointing us to this important Com-
mission. We are also very grateful to Secretary Cisneros for his strong personal support for
reforms to the manufactured housing program and to his staff for their technical support of
the Commission’s efforts. Above all, I want to thank our Executive Director Robert Wilden
and the fine staff he assembled for their tireless dedication and their uncanny ability to
anticipate and research every conceivable issue our diverse Commission could throw at
them. Lastly, I want to extend my personal gratitude to my fellow Commissioners for their
dedication and mutual respect even during difficult negotiations.

Helen Boosalis
Chairman

Lincoln, Nebraska
July 1994
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EXECUTIVE SUMMARY

Introduction

The problem of housing affordability touches many Americans: young couples with
limited savings, single-parent families and low-income households that seek decent shelter
ata reasonable price, retired persons looking for smaller homes with less maintenance, and
persons commuting long distances because they cannot afford close-in housing. More than
half of all American families are unable to afford a median-priced, site-built home.

Manufactured housing provides a homeownership option for persons who may not be able
to afford, or choose not to purchase, site-built housing. Currently, 15.4 million people—7
percent of all Americans—Ilive in more than 7 million manufactured homes. These house-
holds constitute a broad spectrum of backgrounds that defy stereotyping. (See Figures 1
and 2.) Manufactured homes are no longer confined to rental communities. The percent-
age of such homes located in rental communities has fallen from 43 percent in 1981 to 37
percent in 1990. In addition, multisection homes accounted for 47 percent of all homes sold
in 1993, compared with 27 percent in 1983.

The origin of today’s manufactured home can be traced back to the factory-assembled travel
trailers of the 1920s. A lack of uniform code requirements, however, hindered interstate
shipment of manufactured homes. In addition, consumer complaints about poor quality
and safety hazards led Congress to consider stricter and more uniform construction stan-
dards for manufactured housing. While the National Manufactured Housing Construction
and Safety Standards Act of 1974 created a uniform construction standard applicable na-
tionwide, failure to update it regularly has resulted in an outdated standard in relation to
other building construction standards. The National Commission on Manufactured
Housing believes that a standards-setting process is needed that will ensure that manufac-
tured homes meet standards of safety, quality, durability, and energy efficiency that yield
levels of performance comparable to other forms of housing, while considering the impor-
tance of affordability.

Manufactured housing represents an important segment of the Nation’s housing market.
In 1992, manufactured homes represented 26 percent of all new single-family homes sold
and 17 percent of all new single-family housing starts. In 1993, 93 corporations with 245
factories nationwide produced 254,276 homes, representing potential retail sales of more
than $7 billion. More than 4,600 retailers, according to the Manufactured Housing Insti-
tute, market homes to consumers. The total economic impact, which includes employment
of factory workers, purchases from suppliers, and the multiplier effect of selling homes to
consumers, is well in excess of $7 billion. The Manufactured Housing Institute estimated
the total economic impact in 1992 was approximately $13 billion. (See Figure 3.)

Manufactured housing tends to be located in nonmetropolitan areas, with heavy concen-
trations in the South. According to the latest U.S. Census, 52 percent of manufactured
homes are located in nonmetropolitan areas, compared with 20 percent of other dwellings.
Half of all manufactured homes are located in the South, compared with 33 percent of other
housing units. The five States with the largest number of manufactured homes are Califor-
nia, Florida, Georgia, North Carolina, and Texas. (See Figures 4 and 5.)

While there continues to be a public perception that manufactured housing is an inferior
product compared with site-built housing, and it continues to be difficult to obtain local
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Figure 1. Manufactured Home Purchasers’ Demographics
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Figure 2. Manufactured Housing Facts

Figure 3. Summary of Regional Manufactured Housing Economic impacts—1992
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Figure 4. Top Ten Producing States, January through November 1993
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Figure 5. Top Ten Receiving (“Shipment”) States, January through November 1993
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approval of manufactured housing on well-located sites in metropolitan areas, several trends
within the industry could help to overcome this perception. Today, manufacturers are adopt-
ing Total Quality Management (TQM) techniques to improve assembly quality and con-
sumer satisfaction. Computer-assisted design is also being employed to increase the effi-
ciency and accuracy of the construction process and to provide wider options for customiz-
ing of units. The distribution system for manufactured housing is also changing. Homes
are increasingly being sold as a traditional home-land package in subdivisions and com-
munities. One large manufacturer recently initiated a warranty that covers structural sys-
tems for 5 years, and other manufacturers are beginning to follow this lead.

The impacts on the economy and on the housing market by manufactured housing are
substantial. In terms of national housing policy, manufactured housing is an important
ingredient in the provision of affordable housing. In 1992, the average cost of a new manu-
factured home was $28,400, without land. According to the 1991 American Housing Sur-
vey, the median income of households living in manufactured housing was $19,511, com-
pared with $28,807 for all households. Given the need for affordable housing, and the
diminishing Federal resources available to provide subsidies in support of lower-income
housing, the potential role for manufactured housing could be even greater.

In order to realize this potential, changes are necessary in the regulatory system under
which such housing is produced and distributed. The Commission identified the follow-
ing problems that need to be addressed:

1. TheU.S. Department of Housing and Urban Development (HUD) as Regulator. Since
enactment in 1974 of the National Manufactured Housing Construction and Safety Stan-
dards Act, HUD has been responsible for establishing and updating the manufactured
housing standards, also known as the HUD Code. HUD is also responsible for enforc-
ing the Code. HUD has not done either adequately. Inadequate staff resources and the
cumbersome nature of the regulatory process have contributed to the problem.

2. Standards-Setting Process. Manufactured housing is subject to the HUD Code, whereas
site-built and modular housing are subject to State and local building codes. Most
jurisdictions make use of one of the national model building codes, and may add re-
quirements of their own. Private code-setting organizations establish the model build-
ing codes, which are generally updated on an annual or biennial cycle. There is no
process for regularly updating the HUD Code, which has obsolete requirements. The
result is a code that is less comparable to other housing codes as standards are updated
and as other codes evolve over time.

3. Unclear Federal and State Agency Relationships. The manufactured housing pro-
gram is unique in that the Federal Government has the primary role of regulating the
construction process through the HUD Code, which preempts all State and local codes.
The division of responsibility among the Federal, State, and local governments is not
simple. First, although the HUD Code covers construction within the manufacturing
plant, it does not cover installation of the home. Some but not all States have installa-
tion standards. Failure to install the home properly can result in major structural dam-
age to the home. Second, the National Manufactured Housing Construction and Safety
Standards Act allows for—but does not require—a State role in enforcement. Third,
HUD often does not act even when it has clear authority to do so. The combination of
limited staff and travel resources, together with other higher priorities, often results in
HUD's failure to take appropriate action in support of State enforcement efforts.

4. High-Tech Approach to Housing Environment. A unique feature of the manufac-
tured housing program is the performance nature of the HUD Code. Performance
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requirements offer greater opportunities to cut the costs of construction. Model build-
ing codes tend to be more prescriptive in nature, setting forth the kinds of materials
and construction techniques required to meet the code. Performance requirements state
the desired ends while prescriptive requirements state the desired means. The manu-
facturer is required to submit engineering calculations or testing data that demonstrate
that the design for each model or type of home meets the performance standards set
forth in the HUD Code. Because the HUD Code does not require a standard testing
protoco), individual engineers may disagree on whether a particular design or testing
procedure demonstrates conformance with the code. HUD does not do particularly
well at refereeing these disagreements, although only HUD has the ultimate authority
necessary to resolve them.

Preemption. Preemption means the HUD Code, not State or local codes, is the con-
struction standard for manufactured housing. The preemptive nature of the HUD Code
is what makes it possible for manufacturers to ship homes to all States without having
to conform to State or local codes. The authority of the Federal Government is required
to preempt all State and local building codes. Over time, however, HUD has either
delegated much of its authority to its monitoring agent or not exercised its role as regu-
lator. The result is a lack of checks and balances within the regulatory system, a ten-
dency on the part of States to avoid responsibility, a general inability on the part of
States to remedy homeowner problems when the regulatory system breaks down, and
a loss of clear accountability.

Division of Responsibility Within the Industry. The manufactured housing industry
is built around a delivery system consisting of roughly 4,600 independent retailers.
Manufacturers do not typically control their retailer networks. Transportation of the
home may be undertaken by either party. Storage and installation are typically carried
out by the retailer. The problem with the delivery system is that, if there is a deficiency
in the home, the homeowner may end up dealing with more than one entity. The con-
sumer is at a disadvantage in that it may not be clear who caused the problem, and the
burden of proof is with the homeowner to demonstrate who is responsible for fixing
the problem.

Level of Accountability. The division of responsibility among the various parties within
the industry, together with the unclear Federal-State agency relationship, makes for a
regulatory system that lacks accountability. The system allows each party to place the
blame elsewhere. The homeowner bears the brunt of this problem.

Lack of Adequate Consumer Information. The purchaser of manufactured housing
does not have access to the kind of comparative information that is available to the
purchaser of other mass-produced items. Comparative information as to the perfor-
mance, durability, and service requirements of manufactured homes is simply not avail-
able. Comparative data on manufacturers and retailers is likewise difficult to obtain.
Many consumers shop local retailers based on the retail price of the product. Butalow
retail price may indicate a retailer that provides little or no follow-up service to the
homebuyer.

Unfair Treatment by State and Local Governments. Dissatisfaction with the preemp-
tive HUD Code, together with the perception that manufactured housing is inferior to
site-built housing, is translated into exclusionary zoning and other kinds of discrimina-
tion at the local level. Even in urban and suburban localities that permit manufactured
housing, few such homes exist because of the negative image of the product. Many
localities have limited manufactured housing to parks located in relatively less desir-
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able areas within the community. In many cases, residents of existing parks do not
receive the same municipal services that others routinely receive, such as trash pickup
and street maintenance.

Until these problems are adequately addressed, the manufactured housing industry cannot
be expected to realize its potential as a source of affordable housing.

Purpose of the Commission

The National Commission on Manufactured Housing was created by Congress pursuant to
Section 943 of the Cranston-Gonzalez National Affordable Housing Act of 1990 (Public
Law 101-625). The purpose of the Commission is “to develop recommendations for mod-
ernizing the National Manufactured Housing Construction and Safety Standards Act of
1974.” The Commission represents a compromise between the House of Representatives
and the Senate; its creation followed a vigorous debate over the direction of the Federal
manufactured housing program. In the Conference Report to the Cranston-Gonzalez Act,
Congress recognized the need for changes in the program, but indicated its desire that they
be developed “in a thorough, comprehensive manner with full consultation with a broad
range of experts.”

Public Law 101-625 requires the Commission to “study and investigate the National Manu-
factured Housing Construction and Safety Standards Act of 1974 and current construction
and safety regulatory standards applicable to manufactured housing.” Further, it requires
the Commission to “assess the effectiveness” of the Act and “develop an action plan con-
taining specific recommendations for legislative and regulatory revisions to the present
law.” The Conference Report notes that these recommendations “would form the basis for
legislation next year [1991].” In conducting this study, Congress required the Commission
to examine and make recommendations on the following issues:

8 Deletion of the reference to the permanent chassis in the existing definition of a manu-
factured home, and the effect of such a change on the affordability and durability of
manufactured homes;

B Implications for State regulatory jurisdiction over modular housing, in the event of
changes in definitions and standards relating to manufactured housing;

® The need for additional and revised standards applicable to manufactured housing
including, but not limited to, standards in the areas of construction, installation, ther-
mal insulation, energy efficiency, and fire safety;

®  The current system of inspections of manufactured housing and enforcement of appli-
cable standards, and recommend improvements to the system;

® The need for independent financing of inspection agencies to ensure the autonomy of
regulators;

® The impact of the manufactured housing program under Title I of the National Hous-
ing Act on the actuarial soundness of Federal mortgage insurance and secondary mar-
ket programs, and the impact that proposed changes to current law would have on
financing of these homes; and

® A system for reviewing and updating applicable (construction and safety) standards
on an annual basis.
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Congress added to the Commission’s assignment two new items in 1992. The Housing and
Community Development Act of 1992 (Public Law 102-550), requires the Commission to
examine and make recommendations on the following additional issues:

B The extent to which manufacturers in compliance with Federal standards do and shouid
comply with State-implied or expressed warranty requirements; and

B The feasibility of expanding and establishing standards governing manufactured home
sales, including transportation and onsite set-up.

The Commission is composed of the Secretary of Housing and Urban Development and 16
members appointed by Congress. Commissioners were appointed from the following cat-
egories: State and local elected officials, manufactured housing industry, consumer organi-
zations, building code officials, and homeowners. Appointments to the Commission were
completed in May 1992.

Public Law 101-625, as amended by the HUD Demonstration Act of 1993 (Public Law 103-
120), requires the Commission to submit a final report to the Secretary of Housing and
Urban Development and the Congress by August 1, 1994. The final report is required to
contain the evaluations and recommendations specified in the authorizing statute, as
noted in the previous paragraphs. Operating authority for the Commission expires on
September 30, 1994.

Based on this Congressional mandate, the National Commission on Manufactured Hous-
ing has set as its goal that of serving the public interest by expanding the role of manufac-
tured housing in meeting the Nation’s housing needs. The recommendations set forth in
this report provide a basic framework for a revitalized and credible national manufactured
housing program. The Commission looks forward to working with Congress, the Admin-
istration, and all interested parties to implement these recommendations, and to help more
Americans to realize the dream of homeownership.

Reform Strategy

In developing its recommendations, the Commission recognized that more than one ap-
proach is possible to regulatory reform and to generating positive changes within an indus-
try. One approach is to increase regulation. Another is to change the incentive system to
induce manufacturers and retailers to deliver excellent service. A third approach is to pro-
vide data to consumers to assist them in making informed choices.

The'Commission did not believe that increased regulation offered the best road to reform,
for several reasons. First, because HUD will clearly continue to face staffing shortages as
well as limitations on travel funds, recommending significant added workload for the De-
partment did not appear to be a viable option. Second, although States have an appropriate
role, the Commission did not believe that a national construction code could be uniformly
administered at the State level. Third, industry representatives on the Commission made
clear that the industry feels overregulated. They were convinced that additional regulation
would inhibit the ability of responsible manufacturers to produce a cost-effective product,
while at the same time not curbing or eliminating the undesirable performance of some
industry participants. Fourth, homeowner representatives on the Commission made clear
that homeowners do not feel adequately protected under the current regulatory system.
The Commission therefore explored other alternatives for providing homeowner protec-
tion, rather than depending on increased regulation, which did not seem feasible given the
above considerations.
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The Commission used a mix of the three approaches described above, but with major em-
phasis on changing the incentive system so that manufacturers and retailers would be clearly
accountable and would be rewarded for providing excellent products and service. The
vehicle for changing the incentive system is the comprehensive multiyear warranty, backed
by an alternate dispute resolution system and a recovery fund administered at the State
level. For the first time, installation of the home would be covered by warranty. By placing
the warranty requirements in Federal law, but administering the warranty at the State level,
the Commission believed that homeowners would be assured consistent coverage nation-
wide, and States would be given a clear role as well as the necessary resources and author-
ity to administer the warranty protections.

Because the States would set up and administer their own recovery funds, they would have
strong incentives to control costs. Manufacturers and retailers would have equally strong
incentives to honor the warranty. A State would have the authority and the obligation to
revoke the registration of any manufacturer or retailer, thereby halting their ability to sell
within the State, if, after alternate dispute resolution, the manufacturer or retailer failed to
perform work required under the warranty. In such cases, the State recovery fund would
pay for the work, so that the homeowner’s needs were met, and the manufacturer’s or
retailer’s registration would not be restored until they repaid the recovery fund.

While the major strategy for achieving reform is embodied in the Commission’s recom-
mendation for a comprehensive multiyear warranty, the Commission also recognized that
some alterations to HUD's regulatory role were appropriate. Given HUD's difficulty in
updating the construction standard, it seemed appropriate to delegate the task to an inde-
pendent consensus committee where the interests of the various parties could be carefully
balanced. The committee would be charged with updating the code on a 2-year cycle.
HUD would retain final decisionmaking authority, but would be required to act on such
recommendations within 1 year. The Commission also recommends a minimum installa-
tion standard, for inclusion in the HUD Code, which would be maintained and revised by
the consensus committee.

The Commission’s other recommended changes to the regulatory system increase the ac-
countability of all parties. For example, the Commission recommends minor modification
to the third-party enforcement system to increase accountability, including making third-
party agents subject to civil money penalties under the Act. The Commission also recom-
mends that monitoring reports, results of complaint investigations, and other enforcement
records be treated as public records.

The Commission believes that these changes will improve or eliminate poor-performing
manufacturers or retailers and enhance protection for consumers, while maintaining the
affordability of the manufactured home. The comprehensive warranty provides the incen-
tive for manufacturers’ high-quality performance without requiring added regulation at
the Federal level. The Commission’s recommendations expand HUD's oversight role. They
also clarify and increase the role of the States, and provide funding vehicles so that the
States receive adequate resources to carry out their tasks.

The Commission also believes that, over the long term, these changes will improve the
public’s perception of manufactured housing, and help to overcome the notion that it is an
inferior product compared with site-built housing. Over time, the industry can benefit
from a greater share of the housing market, better financing, and satisfied consumers.

The Commission was concerned that its recommendations not result in significant costs to
the consumer, because manufactured housing is the most affordable homeownership op-
tion in this country and can and should remain that way. The sum total of the Commission’s
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recommendations, if implemented, would raise the average cost of a home to the home-
owner only a very modest amount. In return, the homeowner will receive a leve! of protec-
tion that far exceeds that typically provided under the current regulatory system.

Recommendations

Purpose of the Act

The Commission recommends that the statement of purpose in the National Manufac-
tured Housing Construction and Safety Standards Act should be amended to read:

1.1. Congress recognizes the vital role of manufactured housing in meeting the Nation’s
housing needs. Manufactured homes provide a significant resource of affordable
homeownership and rental housing accessible to all Americans, especially first-time
homebuyers, low- and moderate-income families, and the elderly. In order to pro-
mote the quality, affordability, and availability of manufactured housing, Congress
declares that the purposes of this title are:

E To enhance quality, manufactured housing should meet standards of safety,
quality, and durability that yield levels of performance comparable to other forms
of housing.

B To encourage innovative and cost-effective construction techniques that
also minimize the long-term operating costs of manufactured housing to home-
owners.

B To develop financing, zoning, and the provision of local government services
that remove regulatory barriers that deny equal treatment for manufactured
housing compared to other types of housing.

B To encourage State-Federal partnership within the Federal system that would
enable each level of government to do what it does best while eliminating
duplication and gaps between them.

B To establish a balanced consensus process for the development and revision of
national construction and safety standards for manufactured homes.

B To strengthen warranty protections and increase access to affordable financing
for the purchasers of manufactured homes.

B Toensure uniform and effective enforcement of national construction and safety
standards for manufactured homes.

B To remove regulatory barriers to the use of innovative construction
technologies.

Procedures and Process for Standards Development, Revision, Adoption, and
Interpretation

The Commission recommends to the Congress that:

2.1. Consistent with the purposes of the Act, the manufactured home construction and
safety standards shall be updated on a 2-year cycle through a consensus process, and
the resulting standards shall be submitted for approval as an American National
Standard.

1
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2.2. HUD shall be required to adopt, modify, or reject the consensus-developed stan-
dards within 12 months of submission to the Department, using the Administrative
Procedure Act (APA) process. HUD’s failure to act within the stated time period
would lead to automatic adoption by law.

2.3. A consensus committee to develop the consensus standards shall be organized and
administered by the National Institute of Building Sciences (NIBS). The committee
shall operate in conformance with procedures established by the American National
Standards Institute (ANSI). The ANSI interest categories shall be modified for
these purposes to include manufacturers, retailers, and suppliers in the “producer”
category, to include exclusively homeowners, consumers, and public officials in the
“user” category, and to include Primary Inspection Agency (PIA) personnel in the
“general interest” category, but constituting no more than 20 percent of that category.

2.4. Members of the consensus committee shall be qualified by background and experi-
ence to participate in the work of the committee. Members of the “user” and “gen-
eral interest” categories, other than PIA personnel, shall not have a financial interest
in the manufactured housing industry. The committee shall apply to ANSI for ac-
creditation as an American National Standards Developer. The committee shall not
be subject to the provisions of the Federal Advisory Committee Act.

2.5. The consensus committee shall have staff resources thatinclude one consumer tech-
nical analyst.

2.6. The consensus committee shall establish, based on a finding of need, uniform test or
evaluation methodologies that will adequately evaluate compliance of specially de-
signed materials or assemblies with the manufactured home standards. HUD or
other interested parties may request the committee to develop or evaluate the valid-
ity of a test method.

2.7. The consensus committee shall issue written interpretations of the manufactured
home construction and safety standards, upon request and after a finding of neces-
sity, that become binding upon approval by the Secretary. The Secretary may reject
or modify an interpretation upon a finding that it would jeopardize public health or
safety or is inconsistent with the purposes of the Act. If such action does not occur
within 60 days of receipt of an interpretation from the consensus committee, ap-
proval is presumed and the interpretation becomes binding.

2.8. HUD shall have the authority to request the consensus committee to develop, at any
time in its 2-year cycle, emergency amendments to the standards to respond to an
emergency health or safety issue.

Warranty and Recovery Fund Protections for Homeowners
The Commission recommends the following:

3.1, Term and Coverage. Manufacturers and retailers shall be required to each provide a
warranty for their respective functions under the Act. Coverage shall include:

B 1 year for all defects, including transportation arranged by the manufacturer,
and weatherability. Defects covered under the warranty for weatherability shall
include (except leaks caused by severe weather events such as hurricanes, torna-
does, and severe icing): Rainwater or snow leaks in roofs, walls, floors, siding,
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windows, or doors, based on a reasonable level of occupant care and mainte-
nance as prescribed in the manufacturer’s consumer manual. Repair of weather-
ability defects includes repair of items necessary to restore their weatherability
functions and repair of other components of the structure damaged by the weath-
erability defects;

1 year for appliances; and

1 year by the retailer for installation and transportation arranged by retailer; 5
years as installation or such transportation affects structural integrity.

In cases where the homebuyer undertakes his or her own site preparation, the re-
tailer has the right to ask the homebuyer for an engineering certification, contractor
certificate, or building inspection certification that preparatory work is in accordance
with code or regulations. If the homebuyer fails to provide such certification to the
retailer, the warranty is limited to 1 year. Written disclosure of correct site prepara-
tion and these limitations to the customer must be made by the retailer before sale.
Retailers will be required to offer conforming installation. If the offer and disclo-
sure are not made, the warranty is for 5 years.

If the homebuyer chooses to install the unit himself, there is no installation
warranty.

B 5 years for plumbing, electrical, air distribution, and structural systems within
the dwelling unit provided by the manufacturer.

Defects shall be repaired within 60 days of receipt of written notice and 5 days in
emergency situations. The warranty shall cover defects regardless of whether they
arise as a result of faulty design, construction, transportation, or installation.

Manufacturers and retailers should retain reasonable flexibility both in drafting their
warranties and in providing coverage for items not required by statute. States should
have flexibility in requiring coverage for items not covered by Federal statute.

3.2. Performance Guidelines. The validity of any homeowner’s claim under the war-
ranty shall be determined on the basis of good industry practice that ensures quality
of materials and workmanship. The consensus committee shall develop minimum
requirements for the level of quality of materials, performance, and workmanship
to assist SAAs and other dispute settlers in resolving warranty claims and minimiz-
ing the need for litigation. The consensus committee shall be mindful that it does
not create absolute requirements that totally foreclose manufacturer and retailer flex-
ibility in the drafting of warranties. The consensus committee may create a subcom-
mittee or working group to undertake the initial development of the guidelines.
The warranty performance guidelines are not intended to be interpreted by HUD as
replacing, modifying, or supplementing current or future performance construction
standards.

The goal of warranty performance guidelines is to assure that consumers benefit
from warranties that meet at least minimum standards of coverage, which do not
include unreasonable exclusions, and which are uniformly interpreted and admin-
istered. The performance guidelines do not cover damage due to failure to carry out
required homeowner maintenance as set forth in the manufacturer’s consumer
manual, or homeowner abuse of the home. (See Appendix E for Sample Warranty
Terms.)
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3.3. Claims Process. A claims process shall be established that allows the homeowner to

3.4.

file a claim with one entity and that ensures correction within a reasonable time.
Manufacturers and retailers will have first opportunity to correct the defect. If the
defect is not corrected satisfactorily, an alternate dispute resolution process (ADR)
would be initiated. Under the ADR process, an impartial dispute settler would in-
vestigate the problem and issue a ruling that identifies the party responsible for
correcting the defect, the items to be corrected, and the time period for correction.
An ADR determination favorable to the consumer shall result in prompt correction
of the defect.

State ADRs must fulfill Federal statutory requirements in the following areas:
B The dispute settler is independent and has no financial ties to any party;

B There is no cost to the homeowner;
B The availability of the ADR process is prominently displayed and advertised;
o

The process includes two steps: the first is required informal dispute settlement;
second, if the first step does not resolve the dispute, the homeowner may elect to
proceed to a formal dispute resolution process or litigation;

Resolution is accomplished within 30 days;

® Judicial appeals of the results of the formal dispute resolution process are lim-
ited to factual, legal, or procedural errors made by the dispute settler that are
material to the decision; and

# The ADR process is evaluated periodically.

HUD should contract with the Administrative Conference of the United States
(ACUS) to develop rules, principles, and procedures to assist the States in designing
the ADR process.

State Recovery Funds. State recovery funds should be established under the Act.
The funds should cover claims of homeowners if manufacturers or retailers go out
of business or if the manufacturer or retailer refuses to make repairs under the war-
ranty after such responsibility has been determined. Claims will be paid only upon
completion of the ADR or the judicial process. The State recovery funds will be
financed by charges levied on manufacturers, retailers, and related industry parties
based on actuarial factors. State recovery funds must fulfill Federal statutory re-
quirements in the following areas:

B Registration of manufacturers and retailers as an enforcement mechanism
Actuarial soundness

Uniform claims process

Private reinsurance obtained within 7 years

Funds cover only the actual reasonable cost of repairs or the value of the home,
whichever is less

B A time limit for implementation of remedies

If a State has not enacted legislation within 4 years and implemented a State recov-
ery fund within 5 years, HUD shall contract with a private entity, preferably within
the State, to administer all the functions of the State recovery fund program.
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3.5. Manufacturer and Retailer Registration. All manufacturers and retailers shall be
required to register with the SAA or contract agent for the recovery fund in each
State. Registration shall be required to sell homes. Revocation of registration shall
be mandatory if a manufacturer or retailer fails to correct a defect that has been de-
termined to be its responsibility. Suspension of registration may be rescinded if the
manufacturer or retailer repays the recovery fund.

3.6. Data Collection and Dissemination. HUD shall aggregate and distribute to the SAAs
claims data collected by State recovery funds on types of defect, frequency, and loca-
tion by manufacturer, plant, mode), or system. HUD will use such data to assist in
the monitoring of Production Inspection Primary Inspection Agency (IPIA) perfor-
mance.

3.7. Preemption. States with existing recovery funds and bonding programs equal to or
exceeding Federal program requirements would not be preempted. HUD shall be
required to make such determinations in conformance with statutory guidelines.

The Permanent Chassis Requirement

The Commission recommends that:

4.1 The definition of a manufactured home under the Act should be modified to elimi-
nate the requirement that homes permanently sited on land owned by the home-
owner be “built on a permanent chassis,” subject to specific standards developed by
the consensus committee.

Installation Standards and Inspection

The Commission recommends that:

5.1. The consensus committee shall develop and maintain minimum installation stan-
dards as part of the national manufactured home construction and safety standards.

5.2. Manufacturers shall provide an installation manual to purchasers, which shall con-
tain necessary installation instructions. Such manuals shall be easily understood
and shall be periodically updated to reflect substantial changes in products, proce-
dures, and requirements.

5.3. The Design Approval Primary Inspection Agency (DAPIA) shall continue to review
and approve the manufacturer’s installation instructions.

5.4.-Any State may establish and enforce installation standards that equal or exceed the
minimum national standards.

5.5. The States shall provide for a minimum level of installation inspections, as pre-
scribed by HUD.

Design Reviews and Production Surveillance

The Commission recommends to Congress that the third-party inspection system re-
main in place, with the following improvements to the program:

6.1. IP1As shall be required to develop plant-specific inspection plans that focus the in-
spection effort on fundamental structural and system issues.
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6.2. When DAPIAs issue retroactive approvals, they shall be required to notify HUD’s
monitoring agent, flag the retroactive approval, and state the provision that was ap-
proved and the reason for the retroactive approval.

6.3. Requirements for quality assurance manuals shall be upgraded to be more in line
with international standards for quality control, such as the International Standards
Organization (ISO) 9000 series, to improve the international competitiveness of the
manufactured housing industry.

Enforcement

The Commission recommends the following with regard to enforcement:

7.1. HUD Authority. HUD shall retain primary responsibility and authority for the en-
forcement system. Current provisions under the Act and regulations for optional
State participation in enforcement activities shall be strengthened, to enable States
to assert some authority without establishing an SAA. The State of siting as well as
the State of manufacture would have enforcement authority. The first SAA to open
a case shall have primary jurisdiction. Primary jurisdiction may be transferred by
mutual agreement.

7.2. PIA Termination. Manufacturers and P1As shall be required to promptly notify HUD
of a change in the third-party agency and state the specific reason(s) for the change.

7.3. Enforcement Remedies. A definition of primary inspection agencies should be in-
cluded in the Act; penalties under Section 621 shall be decriminalized and extended
to cover violations by the PIAs. Potential fines should be increased to $5,000 per
violation with a maximum of $1 million for any series of violations. Civil penalties
under Section 611 should be raised from §1,000 to $5,000 per violation. Fines for
willful violations by corporate officers should be increased from $1,000 to $100,000.
Civil penalties under Section 611 should be handled administratively as with other
Departmental civil penalties.

7.4. Subpart I Requirements. Requirements for notification of defects alone under Sub-
part I shall be eliminated. Where a serious defect or safety hazard is discovered,
States shall be required to notify the manufacturer, other States, and HUD to facili-
tate investigation and any necessary enforcement actions including notification of
the consumer and correction by the manufacturer. Serious defects shall be defined
as “any nonconformance with national manufactured home construction and safety
standards that results in a defect in the performance, construction, or material of a
manufactured home that constitutes a safety hazard or that affects the home to the
extent it becomes unsafe or otherwise unlivable.”

7.5. Enforcement Information and Oversight. Monitoring reports, the results of com-
plaint investigations, and other enforcement records are public records and should
be accessible to SAAs and interested citizens. HUD should establish committees to
review the monitoring process and provide peer review by State and private PI1As of
monitoring reports. The committees should review the performance of participants
in the enforcement system, specifically the SAAs, IPIAs, DAPIAs, and those indi-
viduals performing HUD’s monitoring function, to ensure that they are performing
their duties in a reasonable and effective manner. The committees should make
nonbinding recommendations to the Secretary for corrective action. The committee
shall not be subject to provisions of the Federal Advisory Committee Act.
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7.6. Travel Funds. A dedicated fund should be established within HUD that prevents
the commingling of manufactured housing label fees with other Departmental funds
and permits the Office of Manufactured Housing to utilize the fund for program
management with appropriate controls. The use of these fees by the Secretary for
staffing, monitoring, oversight, field investigations, training, and related travel shall
not be subject to general or specific limitations on appropriated funds.

Transportation and Storage Requirements

The Commission recommends that:

8.1. The manufacturer shall prepare transportation and storage requirements when nec-
essary to ensure that the unit will remain in compliance with the standards under
ordinary transportation and storage practices.

8.2. The consensus committee shall establish requirements for the review of transporta-
tion loads and testing procedures to ensure that manufactured homes reach retailer
and installation sites in conformance with the national manufactured home con-
struction and safety standards.

8.3. Random inspections of retailer lots, as prescribed by the Secretary, shall be a manda-
tory activity for SAAs. In States without an SAA, HUD or its designee shall carry
out such inspections.

Training

The Commission recommends the following with regard to training:

9.1. The Secretary shall establish voluntary educational requirements for manufacturer
quality control personnel and retailer installation inspection personnel, and manda-

tory educational requirements for PIA technical personnel, SAA personnel, and any
Federal or contract staff having technical functions.

9.2. Educational requirements will include successful completion of specified training
and a minimum competence examination.

9.3. The Secretary will establish continuing education requirements.

9.4. The Secretary or his designee will develop and implement training programs for the
monitoring agent, PIA, and SAA personnel; such programs will be made available
to manufacturers and retailer personnel at cost.

9.5. Costs of the training of SAA, PIA, and Federal personnel will be met through a spe;
cifically dedicated portion of the label fees.

Removing Regulatory Barriers and Discriminatory Practices at the
State and Local Levels

The Commission recommends that:

10.1. The Act should be amended to provide that a State or local government may not
exclude any manufactured home, simply by reason of its HUD labe), from installa-
tion on land when other residential uses are permitted. Similar requirements should
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govern manufactured housing rental communities when densities do not exceed
zoning designations.

10.2. The Act should prohibit the use of State or local government ordinances to deny
equitable treatment with respect to tax assessments and the provision of municipal
services (such as water, sewerage, street lighting, and road maintenance) to manu-
factured housing rental communities.

Financing of Manufactured Home Purchases

The Commission recommends that:

11.1.

11.2

11.3.

114.

11.5.

11.6.

11.7.

11.8.
11.9.

11.10.

HUD exercise existing authority to use manufactured homes in all mortgage in-
surance programs, the Section 8 rental assistance program, and the Community
Development Block Grant and HOME programs; Congress continue to autho-
rize the use of HUD Code homes in its Public Housing and Section 8 homeown-
ership initiatives.

Direct, upfront subsidies linked to further energy-related upgrades be made
available. These subsidies might be modeled on those currently in operation for
manufactured housing in the Northwest.

Where homes are labeled as complying with the revised construction standard,
the Government National Mortgage Association (Ginnie Mae) shall be autho-
rized to guaranty pools of manufactured home 30-year mortgages; Ginnie Mae
guarantees timely payment of principal and interest to holders of securities; and
the guaranty is backed by the full faith and credit of the United States.

Where standard 30-year Ginnie Mae-backed mortgages do not bring interest rates
for homes complying with the revised standards down to levels comparable to
those for site-built housing because they are located in manufactured housing
communities, a Ginnie Mae special assistance mortgage purchase program
(Ginnie Mae tandem plan) shall be authorized and funded.

Congress amend the Section 207(m) program to assist resident purchase of manu-
factured housing rental communities.

HUD simplify the Section 203(b) program, so that bank participation will be
increased.

HUD revise the Title I program to simplify its administration so that bank par-
ticipation will be increased.

HUD direct Ginnie Mae to end the moratorium on Title I lenders.

Congress direct HUD and the U.S. Department of Veterans Affairs to make their
respective manufactured home programs viable, including lower downpayment
requirements to encourage greater homeownership by low- and moderate-in-
come families.

Congress direct the Federal National Mortgage Association (Fannie Mae) and
the Federal Home Loan Mortgage Corporation (Freddie Mac) to establish sec-
ondary market programs for conventional personal property manufactured home
loans.

18



CHAPTER 1.
The Regulatory System for

Manufactured Housing

History of the National Manufactured Housing
Construction and Safety Standards Act

The origin of today’s manufactured home can be traced back to the factory-assembled
travel trailers of the 1920s. In the early years of their development, manufactured homes
were largely exempted from building code requirements. This period allowed the indus-
try to develop new production techniques and experiment with new materials. The lack of
regulation, however, also permitted the sale of poor quality and, in some cases, dangerous
products. By the 1950s, attempts by municipalities to ban manufactured homes and a de-
sire to improve the image of manufactured homes led the industry to develop and promote
its own standards. In 1963, a joint standard on plumbing, heating, and electrical installa-
tions was published by the American National Standards Institute (ANSI]) in association
with the manufactured housing industry and the National Fire Protection Association
(NFPA). By 1969, the standard—ANSI A119.1 for Mobile Homes~Body and Frame Design
and Construction: Installation of Plumbing, Heating, and Electrical Systems—had been
expanded to cover body and frame construction.

The Mobile Home Manufacturers Association (MHMA, which became the Manufactured
Housing Institute (MHI) in 1975), the trade association for manufacturers east of the Rockies,
required that its members comply with ANSI A119.1. Manufacturers were expected to self-
certify that their homes complied with the standards, and MHMA had as many as 14 in-
spectors to conduct in-plant inspections. In addition to MHMA's requirement that its mem-
bers build to the ANSI standards, the industry trade association encouraged States to rec-
ognize and adopt ANSI A119.1.

By 1974, 45 States had adopted the ANSI standards, or some modification thereof. Although
based on ANS], the State requirements varied considerably. Some States had effective en-
forcement programs with inspectors and procedures (e.g. California and North Carolina)
while others had no inspection or enforcement mechanism to determine construction com-
pliance (such as Louisiana, Michigan, Missouri, Montana, Nebraska, New Hampshire,
Oklahoma, and West Virginia).

State-by-State variations made it difficult for the industry to build homes that were uni-
form and prevented full interstate reciprocity. Multiple inspections of the same unit raised
costs, and in up to 10 States no regulations at all governed manufactured home construc-
tion. In the early 1970s, as a result of complaints received from purchasers, consumer orga-
nizations, most notably the Center for Auto Safety, began to call for stricter and more uni-
form construction standards for manufactured homes.

In 1972, Representative Louis Frey of Florida introduced legislation in the U.S. House of
Representatives to standardize code requirements for manufactured housing at the national
level. Mr. Frey’s bill would have permitted State or local codes to be equal to or more
stringent than the Federal standards. Senator William Brock of Tennessee introduced a bill
that would have preempted State and local codes. In 1973, Senator William Proxmire of
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Wisconsin introduced legislation that would have permitted States to adopt higher stan-
dards than those in the proposed Federal code. The Senate passed a compromise between
the Brock and Proxmire bills, and required the Federal standards to be the “highest stan-
dards of protection” but preempted State and local codes and allowed for State handling of
any issue (such as installation) not expressly covered by the Federal standards. It also
contained provisions requiring manufacturers and retailers to provide 1-year warranties
for both the home and its installation. The House did not pass the bill.

In 1974, a compromise between the Brock-Proxmire bill of the Senate and a similar but less
stringent House bill introduced by Representative Robert Stephens of Georgia was passed
and signed into law. This bill, the National Mobile Home Construction and Safety Stan-
dards Act of 1974, dropped provisions in the Senate bill for the warranties and a new Assis-
tant Secretary of Housing and Urban Development (HUD) for Manufactured Housing. In
recognition of the less mobile nature of modern factory-built homes, Congress changed the
title of the Act in 1980 to the National Manufactured Housing Construction and Safety
Standards Act (“the Act”). The law has remained essentially unchanged since 1974.

The Act directed HUD to develop a Federal code that “[was] reasonable and [met] the high-
est standards of protection.” HUD was also charged with establishing a Federal enforce-
ment program to guarantee compliance.

Overview of the Regulatory System

Standards Development and Promulgation

The manufactured home industry is the only segment of American housing that is regu-
lated by a national building code and a federally controlled enforcement system. The Act
defines six major criteria for the Secretary of Housing and Urban Development to employ
in establishing standards. These criteria include conducting research and testing, evaluat-
ing relevant manufactured home construction and safety data, consulting with the States,
determining fitness in a geographic region, gauging the effect of a standard on the cost to
the public, and determining the effect of such a standard on improving the safety, durabil-
ity, and quality of manufactured housing. Later, another criterion was added for consider-
ing a proposed standard—OMB’s requirement that major changes must undergo cost-
benefit and risk analyses before final rulemaking.

As of June 15, 1976, the Federal Manufactured Home Construction and Safety Standards
(MHCSS) were considered mandatory and preemptive of all State laws. The MHCSS con-
sists of the following construction and safety criteria:

Subpart A: General (Administrative)

Subpart B: Planning Considerations

Subpart C: Fire Safety

Subpart D: Body/Frame Construction Requirements
Subpart E: Testing

Subpart F: Thermal Protection

Subpart G: Plumbing Systems

Subpart H: Heating, Cooling, and Fuel-Burning Systems
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Subpart I: Electrical Systems
Subpart J: Transportation

According to the Act, the Secretary may also amend or revoke any HUD Code standard
by publishing a notice of such proposed action in the Federal Register with a minimum 30-
day public comment period. Until late 1993, the HUD Code had undergone only minor
revisions, with fire safety and formaldehyde criteria being the only major changes made.
In October 1993, HUD published revised energy standards and met a Congressional dead-
line, after which the States would have been allowed to enforce their own energy stan-
dards. Before such revisions, the last change to the standards occurred in 1987. More recently,
HUD issued a final rule revising the wind resistance standards in January, 1994, to take effect
on July 13, 1994. HUD has also issued Interpretative Bulletins to clarify or assist in enforce-
ment of the standards. Prior to the issuance of bulletins on the new wind standards in April
and June of 1994, however, the most recent Interpretative Bulletins were issued in 1988.

Absent in the Act itself but outlined in Section 3280.1(b) of the MHCSS, the HUD Code
standards “seek, to the maximum extent possible, to establish performance requirements.”
The MHCSS contains performance criteria for structural and thermal components and pre-
scriptive criteria for most other components and systems. This performance concept trans-
lates into the HUD Code specifying the loads that structural members (walls, roof, floor,
nails, etc.) must carry and the maximum heat flow that the building envelope may convey;
an engineering analysis will then determine the materials and methods of construction that
will perform those functions. The prescriptive criteria in the MHCSS spell out the type or
size of materials, the national standards that equipment must comply with, and the instal-
lation methods employed. In other words, performance requirements state the desired
end, and prescriptive requirements state the desired means.

Enforcement

The Federal manufactured housing program requires manufacturers to participate in a sys-
tem of design approvals and inspections to ensure that the homes being produced will
conform to the national construction and safety standards. The Federal manufactured home
procedural and enforcement regulations note the following:

Such approvals and inspections provide significant protection to the public by decreas-
ing the number of manufactured homes with possible defects in them, and provide
protection to manufacturers by reducing the number of instances in which costly reme-
dial actions must be undertaken after manufactured homes are sold. [Part 3282.201(b)}

Enforcement activities under the Federal program fall into three broad categories:
preproduction design approval, production surveillance, and post-production consumer
complaint handling. In the preproduction phase, the manufacturer hires a HUD-
approved independent third-party DAPIA to review and approve the manufacturer’s de-
sign of the proposed home. The DAPIA also reviews and approves the manufacturer’s
quality assurance manual that will be followed during production to ensure that the units
produced will conform to the national construction and safety standards. As of January 1,
1994, HUD listed eight private organizations and one State agency as approved DAPIAs.

A HUD-approved independent third-party IPIA is hired by the manufacturer to assist in
ensuring that the homes constructed in the plant comply with the DAPIA approved de-
signs, quality assurance manuals, and the Federal standards. (Under the National Manu-
factured Housing Construction and Safety Standards Act, a State with an approved SAA
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may, if accepted by HUD as an IPIA, act as the exclusive IPIA within the State.) The IPIA
uses the designs and the quality control manual approved by the DAPIA to inspect each
home produced in the factory to verify compliance.

Before a manufacturer is allowed to construct its first home in a plant, the IP1A conducts a
plant certification inspection during which every home is inspected in each phase of pro-
duction until the IPIA is satisfied that the manufacturer is able to produce homes conform-
ing to the Federal standards on a continuing basis. During its ongoing production surveil-
lance, the IPIA inspects every home in at least one stage of its production.

One of the IPIA’s primary functions is to determine if the approved quality assurance manual
is being followed. If the IPIA finds a nonconformance with Federal standards, the manu-
facturer is required to correct the problem in any homes still in its plant. If the IPIA discov-
ers that the manufacturer’s quality control program is not functioning at an acceptable
level, the IPIA may increase the frequency of its inspections and withhold certification labels.

All manufactured homes sold in the United States must bear a label (known as the “certifi-
cation” or “HUD Label”) certifying that the home has been inspected in accordance with
HUD requirements and is constructed in conformance with the Federal manufactured home
construction and safety standards. As of January 1, 1994, HUD listed 14 State agencies and
seven private organizations as approved IPIAs.

HUD employs a contractor (the “Secretary’s Agent”) to monitor the performance of the
DAPIAs and IPIAs. The National Conference of States on Building Codes and Standards
(NCSBCS) has been the monitoring contractor since the inception of the Federal manufac-
tured housing program. The monitoring agent conducts one audit at each manufacturing
facility annually, and more frequently if problems arise. In addition, special monitoring
audits are conducted at approximately 20 percent of the facilities annually. Under the terms
of its contract with HUD, NCSBCS also reviews at least 20 percent of all home designs
approved by each DAPIA. NCSBCS reports to HUD monthly and provides formal annual
reports on the performance of each DAPIA and IPIA. DAPIA Performance Reviews (DPRs)
are based on the monitoring agent’s review of the design packages and quality assurance
manuals approved by the DAPIA. IPIA Performance Reviews (IPRs) are based on in-plant
audits. These audits are carried out by joint monitoring teams composed of various SAA
and NCSBCS personnel.

The Act provides for injunctive relief and gives HUD broad authority, including subpoena
power, to investigate potential violations. Prohibited acts such as knowingly selling a home
that fails to comply with the standards, failure to cooperate with the Secretary in an inves-
tigation, or failure to furnish notification of a defect are subject to criminal penalties of
imprisonment of up to 1 year and a $1,000 fine. A similar penalty may be brought against
any employee of the Secretary or a State inspector who knowingly fails to report a violation
of a standard. HUD may also conduct testing and collect data for enforcement purposes.

The Act requires manufacturers to furnish notification of any defect if the manufacturer
determines that it relates to a Federal manufactured home construction or safety standard
or contains a defect that constitutes an imminent safety hazard. The Act defines defect as
including “any defect in the performance, construction, components, or materials of a manu-
factured home that renders the home or any part thereof not fit for the ordinary use for
which it was intended.” An imminent safety hazard is defined as “an imminent and unrea-
sonable risk of death or severe personal injury.” The Act also gives HUD the authority to
require notification or notification and correction if the Secretary determines that a home(s)
does not comply with an applicable Federal standard or contains an imminent safety
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While the Act requires a manufacturer to notify the homeowner of a defect if it discovered
that such a defect is present in a class of homes, correction is required only in cases where
the defect presents an unreasonable risk of injury or death to the occupants and the defect
can be related to a manufacturer’s error in design or assembly of the manufactured home.
The Act requires corrections to be made without expense to the homeowner and to be car-
ried out within 60 days after the date of discovery or determination of the defect or failure
to comply. A manufacturer may be required to repurchase or replace a home if it cannot be
adequately repaired within the 60-day period. However, HUD has rarely exercised this
authority.

Failure to furnish notification of any defect as required under the Act is punishable by a
fine not to exceed $1,000 per violation (with a cumulative limit of $1 million for any series
of related violations occurring within 1 year) or imprisonment of not more than 1 year or
both. The Act requires manufacturers to maintain records of home purchases and gives the
Secretary authority to establish procedures for recordkeeping needed to implement the
notification and correction provisions.

Role of the States

Recognizing the States’ extensive involvement in the regulation of manufactured housing
and code enforcement, the Act and regulations provide States with significant opportuni-
ties to enforce the construction and safety standards and other program requirements. The
Act authorizes States to enforce the Federal standards upon the Secretary’s approval of a
State plan. (To implement this provision of the Act, the manufactured home procedural and
enforcement regulations provide for approval of States as SAAs.) A fully approved SAA
has the same enforcement authority as HUD. Full approval requires the State to provide
authority under State law to enter and inspect factories, impose civil and criminal penalties,
require notification and correction, and review plans and provide information, identical to
that provided HUD under the Act. Currently, 21 SAAs are fully approved and 15 States
operate with conditional approval. (See Table 1: Fully Approved, Conditionally Approved,
and Non-SAA States.) HUD is responsible for enforcement functions, including consumer
complaint handling, in the 14 non-SAA States. HUD does not maintain specific data on the
number and types of consumer problems experienced in non-SAA States.

The Manufactured Home Procedural and Enforcement Regulations state the following:

It is the policy of the Department to involve State agencies in the enforcement of the
Federal manufactured home standards to the maximum extent possible consistent with
the capabilities of such agencies and the public interest. [Part 3282.1(b)]

To implement this policy, the regulations provide options for States to perform specific
enforcement activities. These include SAA, DAPIA, IPIA, exclusive IP1A, and monitoring
functions. The regulations provide specific enforcement powers for each function.

SAAs monitor manufacturer compliance with the notification and correction provisions of
the Act and consumer handling provisions of HUD's enforcement regulations known as
Subpart I. They may also refer and investigate complaints from individual homeowners.
SAAs are authorized to inspect complaint files at the manufacturing plant and may deter-
mine the format of such records. The SAA has the authority to require, approve, and over-
see notification and correction campaigns under the Act. It may hold hearings, issue pre-
liminary determinations of a defect or noncompliance, and seek civil and criminal penal-
ties for violations. The regulations also provide for a number of optional consumer protec-
tion activities that may be undertaken by the SAA. These include monitoring of retailer
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Table 1. Fully Approved, Conditionally Approved, and Non-SAA States

Fully Approved Conditionally Approved Non-SAA
Alabama Colorado Alaska
Arkansas Florida Connecticut
Asizona Indiana Delaware
California lowa Hawaii
Georgia Kentucky IMinois

ldzho Michigan Kansas
Louisiana Nebraska Massachusetts
Maine New Mexico Montana
Maryland New York New Hampshire
Minnesota North Carolina North Dakota
Mississippi Rhode Isiand Ohio
Missouri South Dakota Oklahoma
Nevada Utah Vermont
New Jersey Virginia Wyoming
Oregon Washington

Pannsylvania

South Carolina

Tennesses

Texas

West Virginia

Wisconsin

Source: HUD.

lots, approval of alterations by retailers, monitoring of installations, regulation of used homes,
and regulation of manufactured home transportation not preempted by Federal authority.
Currently, 36 States function as SAAs.

States may undertake the functions of DAPIAs and IP1As. DAPIAs check the manufacturer’s
designs for conformance with the standards and have the authority to approve or reject
such designs. They also have authority to approve or reject quality assurance manuals.
IP1As certify that manufacturing plants are able to follow approved quality control proce-
dures (quality assurance manual) and conduct ongoing surveillance of the manufacturing
process for conformance with the standards. The regulations give IP1As the authority to
increase the frequency of inspections, “red tag” units that fail to conform, and withhold
labels from nonconforming units. Only an IPIA may provide labels to the manufacturer.
Currently, one State, Nebraska, is a DAPIA and 14 are IPIAs.

The enforcement regulations provide that a State may act as the exclusive IPIA within its
jurisdiction and establish fees paid by manufacturers for such purposes. This means that
only the State agency may conduct production surveillance. Currently, 11 of the 14 State
IP1As are exclusive. (See Table 2: State IPI1As.)
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Table 2. State IPIAs*

Exclusive Non-Exclusive

Arizona Arkansas
Colorado Indiana
Florida Wisconsin
Georgia

idaho

Louisiana

Nebraska

Oregon

Tennessee

Texas

Washington

* Asof Janvary 1, 1954

Source: HUD

SAA personnel may also serve on monitoring teams that inspect manufacturing plants that
ship homes into their States to ensure that they comply with the Federal standards. In
addition, the enforcement regulations permit a State to carry out monitoring of IPIA func-
tions within the State if the State is not acting as the IPIA. SAA personnel currently serve
on the NCSBCS monitoring teams. No States undertake independent monitoring at the
present time.

The authority provided under the Act for consumer complaint handling is often supple-
mented by State licensing and warranty statutes. For States that have it, this authority is
often more significant than the remedies provided under the Federal Act that require cor-
rection only for serious defects and imminent safety hazards. (See Table 3: State Licensing
of Manufactured Housing; and Table 4: State Mandatory Manufactured Home Warranty
Laws.)

SAAs receive $9 from the HUD label fee for each floor of each home that is sited in their
State and $2.50 for each floor of each home that is produced in their State. Approximately
$3.4 million from the label fees are currently provided to the SAAs. Testimony before the
Commission indicates, however, that the majority of funding for SAA agencies comes from
State sources, especially license and permit fees.
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Table 3. State Licensing of Manufactured Housing
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The Regulatory System for Manufactured Housing

Identification of Systemic Problems

Introduction

During the course of its deliberations, the Commission identified a number of problems in
the manufactured housing regulatory system. These problems are termed “systemic” be-
cause they are ingrained in the overall regulatory system covering manufactured housing,
they affect the incentive system for both manufacturers and retailers, and they affect the
interaction between regulators and the industry and between the industry and its
homebuyers. The systemic problems are discussed below.

HUD as Regulator

Since enactment in 1974 of the National Manufactured Housing Construction and Safety
Standards Act, HUD has been responsible for establishing and updating the manufactured
housing standards, also known as the HUD Code. HUD is also responsible for enforcing
the Code. HUD has not done either adequately.

HUD faces two major difficulties in maintaining a currently updated code. The first in-
volves the time required to change the code. The Administrative Procedure Act, which was
enacted in 1946, sets forth the rulemaking process, which is lengthy and involves substan-
tial review both within the Department and the Office of Management and Budget (OMB).
Even under favorable circumstances, generally 2 years or more pass from the time of initia-
tion to the time a final rule is published and takes effect.

The second problem for HUD is that the manufactured housing program, substantial as it
is, tends to be viewed in both the Congress and HUD as a relatively small part of HUD's
mission, and as such it receives relatively little attention. Regulatory changes affecting
manufactured housing must compete with other more visible programs for attention and
resources. The result is that needed regulatory changes to the HUD Code have frequently
been set aside before reaching the Federal Register as proposed rules for public comment.
Deregulation in the Federal Government during the 1980s has tended to exacerbate this
problem, as HUD has been required to focus attention on a very few top-priority regula-
tions. Manufactured housing rarely makes such a list, absent a crisis such as Hurricane
Andrew, which triggered a review of the wind standards.

Enforcement of the HUD Code has been as much a problem for HUD as the standards-
setting process itself. Although HUD has an extensive field office structure, only head-
quarters staff administer the manufactured housing program. Cutbacks in the HUD staff
over the past decade have posed problems in administration for all programs, including
manufactured housing. Industry, homeowner, and consumer representatives have had dif-
ficulty understanding why HUD has not provided more staffing for manufactured hous-
ing, given that the program is largely self-supporting through HUD-imposed label fees
paid by the manufacturers. Unfortunately, the Federal Government'’s budget process does
not include outside fee income in its allocation of staffing and travel resources. The Office
of Manufactured Housing competes with all other offices in HUD headquarters for staff
and travel resources, despite the availability of outside fee income to support this office.
The result is that staff resources are scarce, and severe limitations restrict the ability of the
staff to travel.

To compensate for HUD's lack of resources to carry out enforcement activities effectively,
the Department has contracted with NCSBCS to monitor the activities of third-party con-
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tractors; provide training to plant personnel, inspection agencies, and the SAAs; and moni-
tor compliance with the notification and correction provisions of the Act in the 14 non-SAA
States. The ability of the SAAs to assist HUD in its enforcement effort is limited because the
States’ authority does not extend to manufacturers or retailers located outside their
borders.

The enforcement system described above is sorely in need of improvement. Because of
delegation by HUD of much of its authority under the Act, there is a lack of checks and
balances and a lack of a review process for participants in the enforcement system who may
abuse or exceed their authority. The monitoring agent is perceived by many in the industry
as an enforcer, although it has no enforcement authority under the Act or the regulations.
HUD’s inability to provide timely decisions on monitoring and other issues reinforces this
perception. Manufacturers and P1As often feel that HUD is too dependent on advice from
the monitoring agent and that they lack a forum to appeal monitoring agent findings. SAAs
testifying before the Commission expressed frustration with the current consumer com-
plaint process and their inability to resolve problems concerning homes produced by manu-
facturers located outside their States.

Standards-Setting Process (Comparability)

The second systemic problem relates to the first, and has to do with the construction stan-
dards-setting process. Manufactured housing is subject to the HUD Code, whereas site-
built and modular housing are subject to State or local building codes. Most jurisdictions
make use of one of the national model building codes, and may add requirements of their
own. Private code-setting organizations establish the model building codes, which are
generally updated on an annual or biennial cycle.

The major difficulty with the HUD Code standards-setting process is the lack of a cycle for
regularly updating the code. For example, in 1994 the HUD Code still referenced the 1984
National Electrical Code (NEC), although that code has been revised several times since
then. Some electrical components set forth in the 1984 NEC are not even made any more.
Inability to update the HUD Code regularly not only results in obsolete requirements, but
also results in a code that is less comparable to other housing codes as standards are up-
dated and as other codes evolve over time.

To understand the difference between the current HUD Code and the model building codes,
the Commission contracted for a study to compare the cost of the least expensive single-
section home built under the HUD Code and the identical unit built to the minimum stan-
dard set forth in the Building Officials and Code Administrators’ (BOCA) Code. The differ-
ence in material costs was $1,623, with the BOCA unit being the more expensive of the two.
Approximately half of the difference was accounted for by windows: The BOCA unit in-
cluded insulated vinyl windows whereas the HUD Code unit included single glazed metal
windows. One area of savings for HUD Code units, and one that the Commission wishes
to preserve, is the performance nature of the HUD Code, which permits the manufacturer
to innovate in a way that the model building codes generally do not.

The HUD Code offers significant benefits to both manufacturers and homeowners. It makes
possible cost savings from efficiencies of scale, and assures the manufacturer that the as-
sembly line product will be acceptable in all States. The performance nature of the HUD
Code encourages innovation by allowing the manufacturer to use newly developed mate-
rials or technologies to meet the construction standard. It provides the purchaser with a
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less costly alternative to site-built housing. However, the standards-setting process must
be altered in a way that results in a regularly updated code that is current in terms of build-
ing technology and that yields levels of product performance comparable to other forms of
housing.

Unclear Federal and State Agency Relationships

The Federal manufactured housing program is unique in that the Federal Government has
the primary role of regulating the construction process. The division of responsibility among
the Federal, State, and local governments is not simple. The features of the manufactured
housing regulatory system that result in unclear relationships among various jurisdictions
are described next.

First, the HUD Code is not fully preemptive. Although it covers construction within the
manufacturing plant, it does not cover activities outside the plant, such as transportation,
storage, and installation of the home. Some, but not all, States have installation standards.
Failure to install the home properly can result in major structural damage to the home, no
matter how well it was built in the factory.

Second, the National Manufactured Housing Construction and Safety Standards Act al-
lows for—but does not require—a State role in enforcement. A total of 36 States have be-
come fully approved or conditional SAAs. For HUD to fully approve a State as an SAA, the
State must enact laws that provide enforcement authority parallel to and virtually identical
with HUD's authority. In practice, however, States are often reluctant for many reasons to
take enforcement actions against a manufacturer. The States may assert that HUD should
be the primary enforcer, because the HUD Code preempts State and local codes. Some
SAAs may be reluctant to act against a manufacturer because of the political power that the
manufacturer exerts within the State, which in some cases can be considerable. The divi-
sion of labor between the Federal and State governments also leaves gaps in the enforce-
ment system. For example, SAAs are urged but not required by HUD to include in their
State plan the following activities: (1) monitoring of retailer lots; (2) approval of retailer
alterations to homes; (3) monitoring of installation; (4) inspection of used homes at time of
sale; and (5) regulation of transportation of homes. HUD neither performs these functions
nor requires that the States do so.

Third, HUD often does not act even when it has clear authority to do so. The combination
of limited staff and travel resources, together with other higher priorities, often resuits in
HUD'’s failure to take appropriate action in support of State enforcement efforts. HUD also
must overcome significant constraints, such as convincing the Department of Justice to
initiate criminal or civil action against a manufacturer that has produced homes with seri-
ous defects or imminent safety hazards. The result has generally been that enforcement
actions are taken only in the case of the most serious violations. The deterrent value of the
enforcement regulations is diminished, as the industry perceives limited enforcement
potential.

The lack of clarity with regard to enforcement places the homeowner in a very difficult
situation. To their credit, most manufacturers and retailers resolve most consumer prob-
lems to the satisfaction of the homeowner. When problems are not resolved, however, or a
disagreement develops between the manufacturer and the retailer over who is responsible
for resolving a problem with the home, the homeowner can have great difficulty in obtain-
ing enforcement action from government at any level.
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High-Tech Approach to Housing Environment

A unique feature of the manufactured housing program is the performance nature of the
HUD Code. Performance requirements offer greater opportunities to cut the costs of con-
struction. Model building codes tend to be more prescriptive in nature, setting forth the
kinds of materials and construction techniques required to meet the code (although a per-
formance alternative is still available). Prescriptive codes are useful for building contrac-
tors who lack engineering capacity, because engineering work is not needed if the prescrip-
tive code is followed. The performance characteristics of a wall built of graded 2x4 lumber
positioned 16 inches apart and installed with a specific number of nails of a certain size are
known, are generally accepted practice, and need not be re-engineered.

The manufacturer is required to develop a design for each model or type of home that it
intends to build, and the design must be approved by a DAPIA. The manufacturer is re-
quired to submit engineering calculations or testing data that demonstrate that the design
meets the performance standards set forth in the HUD Code. Because no standard testing
protocol is required under the HUD Code, individual engineers may disagree on whether a
particular design or testing procedure demonstrates conformance with the performance
criteria of the code.

The practical result of this system is that the manufacturer, the third-party agent who ap-
proves the designs, the third-party agent who inspects production, HUD’s monitoring agent,
and HUD may well not agree on whether a particular design meets the HUD Code, or
whether a particular test demonstrates conformance of the tested component with the per-
formance standards. For reasons described earlier, HUD does not do well at refereeing
these disagreements, yet it is HUD that has the ultimate authority necessary to resolve
them. Because building manufactured homes is a fairly straightforward manufacturing
process, standard testing protocols for most structural systems or a prescriptive alternative
to engineering each component might be helpful in reducing or resolving many of the
disputes.

Preemption

The preemptive nature of the HUD Code sets it apart from all other model or local building
codes. The HUD Code is the only federally administered housing construction code in this
country. The authority of the Federal Government is necessary to preempt State and local
building codes. The 1974 Act quite logically gave HUD the responsibility for being the
regulator, because HUD is the Cabinet-level department with the broadest Federal respon-
sibility in housing. At the same time, the constraints it faces make it very difficult for HUD
to carry out its regulatory role adequately.

The way the regulatory system has worked is that HUD, which has ultimate authority, has
either delegated much of its authority to the monitoring agent or not exercised its role as
regulator. The result is a lack of checks and balances within the regulatory system, a ten-
dency on the part of States to avoid responsibility because the Federal Government has
preempted their authority with regard to building codes, and a general inability on the part
of the States to remedy homeowner problems when the regulatory system breaks down.

The failure of the preemptive code to cover home installation results in divided responsibil-
ity, with the Federal Government responsible for ensuring that the code is met in the fac-
tory, and the States ensuring that the home is properly installed.
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Although preemption need not be an inherent problem, it has become a problem because of
the way the HUD Code has been administered, for several reasons. First, incomplete pre-
emption sets up divided responsibility and accountability. Second, building codes have
traditionally been administered at the local level, so that many local and State officials view
a preemptive Federal system as an intrusion into their jurisdictions. Third, the political
trade-offs necessary to gain Congressional approval of preemption in the 1974 Act gave the
States a role in enforcement, but this role has in practice been incomplete and unclear, re-
sulting in a loss of clear accountability.

Division of Responsibility Within the Industry

The manufactured housing industry is built around a delivery system consisting of roughly
4,600 independent retailers. Unlike the automobile industry, the manufacturers do not typi-
cally control their retailer networks. Any given retailer may sell products of one or more
manufacturers, and the manufacturer has limited control over what the retailer does. The
transporting of the home from the factory to the retailer lot may be under the control of
either the manufacturer or the retailer. Storage on the retailer’s lot, transportation of the
home from the lot to the installation site, and installation of the home at the site are typi-
cally under the control of the retailer, which may carry out the installation with its own staff
or contract out the installation.

The delivery system has both benefits and problems. One benefit is that the independent
retailer network has been quite effective in widely marketing the product, and minimum
capital requirements are needed to establish a new retail outlet. The delivery system also
relieves the manufacturer of the responsibility for financing and overseeing the retailer
network. The problem with the delivery system is that, if there is a deficiency in the home,
the owner may end up dealing with up to four separate entities (manufacturer, transporter,
retailer, and installer). The consumer is at a distinct disadvantage in that it may not be clear
who caused the problem, and the burden of proof is with the homeowner to demonstrate
who is responsible for fixing the problem.

Level of Accountability

The division of responsibility among the various parties within the industry, together with
the unclear Federal-State agency relationship, makes for a regulatory system that lacks ac-
countability. The lack of accountability touches all parties: HUD, the monitoring agent,
SAAs, IP1As and DAPIAs, manufacturers, transporters, retailers, and installers. The sys-
tem allows each party to place the blame elsewhere. The homeowner bears the brunt of
this problem. The fact that the current system works as well as it does is a tribute to the
many manufacturers and retailers who take care of consumer problems because it is the
right thing to do. When the manufacturer or retailer goes bankrupt, however, the home-
owner is left without a safety net. Seven States (Arkansas, Arizona, California, Florida,
Texas, Virginia, and West Virginia) have established recovery funds to pay for correction of
defects in homes whose manufacturers have gone bankrupt.

One reason that it is so difficult to effect change to the manufactured housing regulatory
system is that the pervasive nature of the accountability problem makes it seem in no party’s
immediate self-interest (other than the homeowners) to bring about greater accountability.
Yet, the lack of accountability, and the homeowner problems that go unresolved as a resuit,
give both the industry and the regulatory system a black eye, making it in everybody’s
long-term interest to bring accountability to the system.
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Lack of Adequate Consumer Information

The purchaser of manufactured housing does not have access to the kind of comparative
product information that is available to the purchaser of other mass-produced products.
Comparative information as to the performance, durability, servicing requirements, and
pricing of manufactured homes is simply not available. Comparative data on manufactur-
ers and retailers are likewise difficult to obtain. Many consumers shop local retailers based
on the retail price of the product. Buta low retail price may indicate a retailer that provides
little or no follow-up service to the purchaser.

Monitoring information developed by the IP1As or the HUD monitoring agent is also un-
available to the public. While the monitoring agent has developed a computer database for
complaint information collected by the SAAs, the system has yet to demonstrate that it will
produce information useful to consumers.

Given the lack of accountability in the current regulatory system, the consumer is at a real
disadvantage when he or she tries to obtain relevant comparative information on which to
base an informed decision. In some instances, purchasers have invested a substantial por-
tion of their life savings in a home that is seriously defective, without obtaining satisfactory
relief.

Unfair Treatment by State and Local Governments

Dissatisfaction with the preemptive HUD Code, together with the perception that manu-
factured housing is inferior to site-built housing, is translated into exclusionary zoning and
other kinds of discrimination at the local level. Many localities have effectively zoned manu-
factured housing out of their communities altogether. Others have limited approval of
manufactured housing parks to relatively less desirable locations within the communities.
Even in urban and suburban localities that permit manufactured housing, few such homes
exist because of the negative image of the product. In many cases, residents of existing
parks do not receive the same municipal services that others routinely receive, such as trash
pickup, street maintenance, police protection of streets, and public water and sewer hook-
ups for each home. In many parks, the park owner functions as a mini-city government,
providing many of these services and building the cost into the lot rent. The result of such
discrimination is that many residents of manufactured housing are treated as second-class
citizens, and many other persons of modest income are denied the opportunity for afford-
able home ownership that manufactured housing offers.
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Recommendations

Purpose of the Act

Discussion

The Commission recommends that the statement of purpose in the National Manufac-
tured Housing Construction and Safety Standards Act of 1974 be revised to reflect the sig-
nificant role of manufactured housing in meeting the Nation’s housing needs and to estab-
lish policy goals for expanding that role in the future. Quality, innovation, affordability,
availability, and the development of State-Federal partnerships should be key purposes
under the Act. These purposes should be achieved through a balanced consensus process
for developing and revising national construction and safety standards, strengthening war-
ranty protections for homebuyers, ensuring uniform and effective code enforcement, im-
proving financing systems, and removing regulatory barriers.

The Commission’s recommendation retains the references to safety, quality, and durability
in the current statement of purpose, but eliminates outdated language regarding accidents
in homes built prior to the promulgation of Federal standards. Further, in establishing
quality as a purpose under the Act, the recommendation requires that manufactured homes
yield levels of performance comparable to other forms of housing. The Commission ex-
pects that, once established, a consensus committee will immediately begin to review the cur-
rent Federal construction and safety standards to ensure that any necessary updates and im-
provements will be provided to HUD to implement this purpose. In addition, the biennial
cycle recommended by the Commission will help to ensure that relevant advances in scientific
and technical knowledge will be incorporated into the standards on a timely basis.

To help make homeownership more achievable for lower income consumers, the Commis-
sion makes affordability a purpose under the Act. The Commission believes that primary
reliance on performance standards, as opposed to prescriptive standards, is essential to
promote affordability, but only if conformance to the performance standards is closely
monitored. Performance standards allow product innovation and cost control and, prop-
erly enforced, can assist in keeping housing affordable for low- and moderate-income
households.

The Commission intends cost-effectiveness as well as durability, safety, and quality to be
integral factors in the consideration of new standards. The consensus committee would be
required to consider both initial costs and long-term maintenance and operating costs for
homeowners in evaluating cost-effectiveness.

Regulatory barriers at the Federal, State, and local levels continue to restrict innovation and
the use of manufactured housing. Such barriers include restrictive zoning and discrimina-
tory policies for providing municipal services. The statutory requirement for a permanent
chassis also restricts innovation. In addition, financing terms available to purchasers of
manufactured homes are frequently less favorable than those available to purchasers of
site-built housing. This situation reduces the ability of those households most in need of
affordable housing to obtain financing. The Commission’s recommendation makes the elimi-
nation of these barriers one purpose of the Act.
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The Commission believes that a strong partnership between the Department and State agen-
cies is essential to effective implementation of the Act. Therefore, the Commission’s recom-
mendation makes State-Federal partnerships a purpose under the Act. State agencies cur-
rently play a significant but limited role in code enforcement and consumer complaint-
handling. Commission recommendations broaden and enhance these roles. Recognition
and support for these State functions are particularly important in light of planned staff
reductions at the Department. The Commission envisions significant efforts on the part of
the Department to improve funding, information sharing, and training opportunities for
SAAs and their staffs.

Recommendations

The Commission recommends that the statement of purpose in the National Manufac-
tured Housing Construction and Safety Standards Act should be amended to read:

1.1. Congress recognizes the vital role of manufactured housing in meeting the Nation’s
housing needs. Manufactured homes provide a significant resource of affordable
homeownership and rental housing accessible to all Americans, especially first-time
homebuyers, low- and moderate-income families, and the elderly. In order to pro-
mote the quality, affordability, and availability of manufactured housing, Congress
declares that the purposes of this title are:

® To enhance quality, manufactured housing should meet standards of safety,
quality, and durability that yield levels of performance comparable to other forms
of housing.

® To encourage innovative and cost-effective construction techniques that
also minimize the long-term operating costs of manufactured housing to home-
owners.

® To develop financing, zoning, and the provision of local government services
that remove regulatory barriers that deny equal treatment for manufactured
housing compared to other types of housing,.

B To encourage State-Federal partnership within the Federal system that would
enable each level of government to do what it does best while eliminating
duplication and gaps between them.

® To establish a balanced consensus process for the development and revision of
national construction and safety standards for manufactured homes.

m To strengthen warranty protections and increase access to affordable financing
for the purchasers of manufactured homes.

® Toensure uniform and effective enforcement of national construction and safety
standards for manufactured homes.

® To remove regulatory barriers to the use of innovative construction
technologies.
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Procedures and Process for Standards Development, Revision,
Adoption, and Interpretation

Discussion

The manufactured housing industry is the only segment of American housing that is regu-
lated by a national building code and a federally controlled enforcement system. The Manu-
factured Home Construction and Safety Standards (MHCSS, or HUD Code) were man-
dated by Congress in 1974 and are at the heart of the national program. All parties with an
interest in manufactured homes, and most witnesses who testified before the Commission,
agreed that the HUD Code is chronically out-of-date because of cumbersome procedures
and an absence of periodic cycles for revising it. Since the program’s inception, HUD has
been responsible for developing and generating changes to the MHCSS, and HUD has had
difficulty making timely or needed changes. It is also widely acknowledged that HUD has
not kept its code current with the generally accepted engineering practices to which other
forms of housing construction conform; for example, many of the other documents that the
HUD Code references for use in construction of manufactured homes are outdated and
some are no longer in print. Further, Congress forced the revision of the MHCSS energy
conservation measures in 1987 legislation; HUD published revised standards in late 1993
for an effective date in late 1994.

The current system of updating the standards begins with the drafting of proposed provi-
sions within HUD's Office of Manufactured Housing. After drafting changes, the regula-
tory process includes clearance through HUD, clearance through OMB, publication of the
proposed rule in the Federal Register, analysis of the public comments, drafting of the final
rule, OMB clearance again, Departmental clearance again through an estimated 60 offices,
and publication of the final rule. This process typically takes 2 to 3 years, although HUD
published revised wind standards for manufactured home construction 17 months after
Hurricane Andrew caused widespread damage to manufactured homes in its path and
prompted review of the existing standards..

Since 1989, HUD has received proposed changes to the MHCSS from a consensus commit-
tee of the Council of American Building Officials (CABO), which HUD selected in 1988 to
administer a procedure for considering revisions. Another code-developing body, the
MHCSS Consensus Committee organized by the Manufactured Housing Institute, was set
up at the same time, when HUD acknowledged in the Federal Register on February 16, 1988,
that “the Department [did] not consider CABO as an exclusive or preferred source of model
standards.” Both committees are structured to some degree according to procedures estab-
lished by ANSI for developing voluntary consensus standards in the United States, although
neither committee has been accredited by ANSI as an American National Standards Devel-
oper. The significance of ANSI procedures is that they attempt to encourage balance among
all interest categories, so that no single interest can dominate. HUD has not, however,
acted on many of the approximately 200 proposed changes submitted by either consensus
committee since 1989.

In keeping with its mandate from Congress to consider the need for additional and revised
manufactured home standards, the Commission focused on improving the process for de-
veloping and updating the HUD Code, rather than on specific technical changes that might
be desirable. The Commission recognized that it was more appropriate for a committee
with technical competence, rather than a Commission composed mostly of generalists, to
develop specific changes. The Commission concurred, however, with the more stringent
energy conservation measures that will take effect in the HUD Code in the fall of 1994. The
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consensus committee will be responsible for continuing to update energy standards along
with other construction standards.

Commission research compared the HUD Code with the mode! building codes enforced
for all other housing construction, both site-built and modular. The MHCSS is primarily a
performance code, meaning that certain loads are specified that the structural members of
the home (walls, roof, floor, nails, etc.) must carry, and then an engineering analysis will deter-
mine the materials and methods of construction that will perform those functions. The model
codes, on the other hand, have performance standards available as alternatives, but are gener-
ally more prescriptive in nature, in that they state the required type or size of materials.

The performance nature of the HUD Code has given the manufactured housing industry
more flexibility in constructing affordable homes, and has allowed for the development of
new materials or techniques and innovative designs. A comparison of the structural com-
ponents of manufactured homes built to the performance-based HUD Code and modular
homes with the same square footage but built to the prescriptive criteria of one of the model
codes revealed that costs for the modulars were roughly $1,600 more for a single-section
home and $3,300 more for a double-section home. Nearly one-half of these increased costs
were for double-pane vinyl windows, with the remainder covering wider lumber, thermal
insulation, sheathing, and siding. This analysis did not attempt, however, to determine
whether the additional upfront costs were outweighed by the maintenance and life cycle
cost savings resulting from the different construction techniques.

Consumers, State officials, and securities market representatives testified that the HUD
Code was perceived to be inferior because it was different from other housing construction
codes. The creation and revision of the code itself, within HUD and without benefit of an
open forum of interests and ideas, is viewed with skepticism. The Commission found that
a fundamental difference between the minimum requirements of the HUD Code and the
model building codes results from the fact that the model codes change and advance regu-
larly as building technology changes and advances, and that all affected parties encourage
and accept the code change process. The HUD Code, on the other hand, has not been
updated to keep pace with engineering science.

The model building code organizations revise their codes on a yearly basis using a process
where consensus is defined as every interested party having the right to present its point of
view. A strict balance of interests in the decisionmaking process is missing, however. State
and local code officials are the voting members of the model code organizations and are
eligible to vote on code changes. Builders, designers, and consumers cannot vote on code
changes. The absence of such input may mean that the practicality or affordability of cer-
tain code changes is ignored.

The Commission discussed the option of adopting one of the model building codes as the
HUD Code. Such an action would automatically provide performance equivalence be-
tween manufactured and other U.S. housing, and would eliminate the perception of inferi-
ority. One Commissioner clarified the discussion as follows:

I was leaning toward a model code, and my reasons are twofold. One is, I know there
are model codes. There’s a model code process, and it’s been working and functioning,
and it's something I know will work in terms of keeping up to date, getting distributed
widely, etc., whereas creating something new creates uncertainties about whether it
will work. And, two, the fact that model codes have been adopted by reference by so
many jurisdictions around the country. . . tells me that there’s some integrity in these
codes.
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Industry representatives argued, however, that adoption of a model code as the manufac-
tured housing standards would adversely affect the industry because enforcement of the
model codes might require compliance to prescriptive criteria, thereby eliminating the tech-
nological and cost-saving innovations that a performance code provides. Consumer repre-
sentatives on the Commission also pointed out problems with the model code process: that
it is primarily developed for site-built homes, rather than manufactured homes; there is no
clear mandate to consider the cost of a code provision; and consumers are not represented
on the model code change committees or decisionmaking bodies.

Another point of discussion for the Commission was the lack of uniform criteria estab-
lished by the standards for testing or evaluation of new materials and building assemblies
for compliance with the performance standards of the HUD Code. Scientifically valid test-
ing and evaluation are essential to determine whether a particular design in fact conforms
with the performance standard. The Commission heard testimony that the lack of such
testing and evaluation criteria is a significant flaw in the current program, because, as one
Commissioner pointed out, “one engineer developing a design procedure without a broader
analysis by fellow engineers produces a subjective and untested methodology.”

The Commission recognized set-up of manufactured homes onsite as a serious problem
because faulty installation can cause serious structural problems. But the HUD Code omits
installation standards. A national voluntary standard, ANSI Standard A225.1 for Manufac-
tured Home Installations, is available for States and local jurisdictions to adopt, but it is
neither mandatory nor uniformly adopted or enforced. Some States have developed their
own installation standards, which are comprehensive and well enforced. The Commission’s
concern focused on the lack of consistency across State lines.

Prior to 1974, when Federal preemption created a uniform construction code requirement
for manufactured housing, an ANS] standard for manufactured home construction was
available, but it was not consistently adopted or enforced by the States. The Commission
was unanimous in its desire to see the standards by which manufactured homes are con-
structed established by a process that can produce regular code revisions with the partici-
pation of all interested parties. The goal of such a consensus-developed building code for
manufactured housing, according to the Commission, is to provide homes that meet stan-
dards of safety, quality, durability, and energy efficiency that yield levels of performance
comparable to other forms of housing, while considering the importance of affordability.
In such a scenario, the standards are maintained, revised, and interpreted by a balanced
consensus process, and HUD can oversee the entire program.

The consensus, collaborative process for maintaining and developing the MHCSS is a criti-
cal component of the Commission’s mechanism for change. A balance of all interests on the
consensus committee guarantees the integrity of the standards. No interest will dominate
to the detriment of another interest. By adhering to ANSI principles, one Commissioner
pointed out, “the committee would be required to do what they call ‘resolve the negatives.’
Whenever anyone votes against the standard, the committee as a whole would have to
consider that negative vote and develop some sound reasons for having overlooked or
overruled the negative vote.”

A final concern of the Commission—requiring HUD to be prompt in its acceptance of pro-
posed revisions to the standards from a consensus committee—was addressed in a legal
opinion from the law firm of Steptoe & Johnson, and confirmed by the law firm of Latham
& Watkins. Imposing a reasonable time limit on a Federal agency to review and act on
recommendations has precedence in the mandatory language of the Occupational Safety
and Health Administration statute for the Secretary of Labor. The Environmental Protec-
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tion Agency is also subject to statutory deadlines for promulgating regulations. And be-
cause HUD maintains the authority to modify or reject recommendations received from an
independent standards development committee and is given reasonable time limits in which
to act, there can be little substantive argument that governmental powers have been imper-
missibly delegated to a private body.

Recommendations

The Commission recommends to the Congress that:

2.1. Consistent with the purposes of the Act, the manufactured home construction and
safety standards shall be updated on a 2-year cycle through a consensus process, and
the resulting standards shall be submitted for approval as an American National
Standard.

2.2. HUD shall be required to adopt, modify, or reject the consensus-developed stan-
dards within 12 months of submission to the Department, using the Administrative
Procedure Act (APA) process. HUD's failure to act within the stated time period
would lead to automatic adoption by law.

2.3. A consensus committee to develop the consensus standards shall be organized and
administered by the National Institute of Building Sciences (NIBS). The committee
shall operate in conformance with procedures established by the American National
Standards Institute (ANSI). The ANSI interest categories shall be modified for
these purposes to include manufacturers, retailers, and suppliers in the “producer”
category, to include exclusively homeowners, consumers, and public officials in the
“user” category, and to include Primary Inspection Agency (PIA) personnel in the
“general interest” category, but constituting no more than 20 percent of that category.

2.4. Members of the consensus committee shall be qualified by background and experi-
ence to participate in the work of the committee. Members of the “user” and “gen-
eral interest” categories, other than PIA personnel, shall not have a financial interest
in the manufactured housing industry. The committee shall apply to ANSI for ac-
creditation as an American National Standards Developer. The committee shall not
be subject to the provisions of the Federal Advisory Committee Act.

2.5. The consensus committee shall have staff resources that include one consumer tech-
nical analyst.

2.6. The consensus committee shall establish, based on a finding of need, uniform test or
evaluation methodologies that will adequately evaluate compliance of specially de-
signed materials or assemblies with the manufactured home standards. HUD or
other interested parties may request the committee to develop or evaluate the valid-
ity of a test method.

2.7. The consensus committee shall issue written interpretations of the manufactured
home construction and safety standards, upon request and after a finding of neces-
sity, that become binding upon approval by the Secretary. The Secretary may reject
or modify an interpretation upon a finding that it would jeopardize public health or
safety or is inconsistent with the purposes of the Act. If such action does not occur
within 60 days of receipt of an interpretation from the consensus committee,
approval is presumed and the interpretation becomes binding.

42



Recommendations

2.8. HUD shall have the authority to request the consensus committee to develop, at any
time in its 2-year cycle, emergency amendments to the standards to respond to an
emergency health or safety issue.

Warranty and Recovery Fund Protections for Homeowners

Discussion

The National Manufactured Housing Construction and Safety Standards Act of 1974 does
not require manufacturers to provide a warranty to home purchasers. HUD requires that
Federal Housing Administration (FHA)-insured mortgages contain a 1-year warranty, but
this provision affects only a small percentage of manufactured homes sold each year. Manu-
facturers typically provide a 1-year warranty that covers all defects in the home, but not
those resulting from improper transportation or installation. Twenty States require a 1-
year manufacturer’s warranty by law. (See Table 4.)

The Commission identified several gaps in the warranty protections available to purchas-
ers of manufactured housing. These gapsinclude the lack of long-term warranty coverage,
exclusion of defects arising from improper installation and transportation, and the lackof a
uniform system to provide timely resolution of warranty disputes and ensure compliance
with warranty provisions.

The Commission heard testimony and had access to HUD and SAA reports documenting
defects that only became apparent after the term of the warranty had expired. Examples of
such “latent” defects include defective rafters and ridge beams; defective design, materials,
and workmanship in the installation of exterior coverings; improper installation of roof
coverings; water infiltration and resulting damage attributable to improper installation and
sealing of windows, doors, and roof flashing; and failed floor frame systems. While not
indicative of the overall level of construction quality within the industry, these situations
often leave the homeowners without recourse. Implied warranties are usually limited to
the duration of the written warranty. The current Act requires correction only in instances
where the defect involves an unreasonable risk of injury or death. In most cases, it would
be difficult to prove that the defect is life-threatening,.

While extended warranties are available from insurance companies, they may be expen-
sive and the purchasers of manufactured housing generally have modest incomes. Half
have annual incomes under $20,000 and three-quarters have incomes below $30,000. Asa
result, few homeowners purchase these extended warranties. Further, these warranties tend
to have the same exclusions as the manufacturers’ warranties.

Manufactured homes are usually transported from the factory to a retailer’s lot and upon
sale to the homeowner s site or rental space. Federal regulations require the manufacturer
to provide an installation manual with each home. Use of these instructions, however, is
mandatory only if required by State or local regulations. Proper performance of an instal-
lation is essential to ensuring that the home performs according to design specifications.
Failure can result in costly repairs and reductions in the value of the home.

The Commission found that improper installation is a more frequent source of defects than
manufacturing or design errors. In testimony before the Commission, representatives of
SAAs estimated that more than half of all complaints are related to installation. Industry
and homeowners also acknowledged that improper installation was a significant problem.
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A Commission review of manufacturer warranties from 28 of the 97 HUD Code producers,
representing 18 of the top 25 producers in 1992, found that none of the warranties covered
problems resulting from installation or transportation of the home. Only seven States
(Florida, New Mexico, North Carolina, South Carolina, Texas, Virginia, and Washington)
require installation to be warranted, while five States (Florida, Louisiana, Michigan, North
Carolina, and Virginia) require retailers to warrant transportation to the home site.

The Commission believes that most manufacturers and retailers attempt to complete war-
ranty service in a timely manner. Delays can occur, however, when a defect is suspected of
being caused by improper installation or transportation. Because retailers usually perform
or arrange for these services, disputes can arise with the manufacturer as to the cause of the
problem and who is responsible for paying the repair costs. The homeowner may be re-
fused service by both parties until the dispute is resolved or may end up paying for repairs
by a third party. Although homeowner’s manuals are required to list the SAA for each
State, a number of the addresses and phone numbers listed in current manuals reviewed by
Commission staff were out of date. In addition, homeowners are often unaware of the pur-
pose or even the existence of these agencies. Further, the remedies available to resolve
consumer complaints under the National Manufactured Housing Construction and Safety
Standards Act are extremely limited and time-consuming. Authority to intervene under
State law varies considerably.

Delay in making repairs can increase damage to the home. Nine States impose time dead-
lines ranging from 30 to 60 days for repairs. In addition, several States require more imme-
diate responses for emergencies such as inadequate heat in freezing weather, failure of sani-
tary facilities, electrical shock, and major structural failure. (See Table 4.)

If a manufacturer or retailer goes out of business or refuses to provide warranty service, the
homeowner is usually not in a position to make claims or bargain equally with the manu-
facturer or retailer. Thousands of homes may be affected in the bankruptcy of a medium-
sized manufacturer. The Commission heard testimony concerning the bankruptcy of a
major manufacturer and its impact on homeowners in the State of Maine. In disputes over
service, the homeowner can be pressured into accepting a partial resolution because the
problem may be adversely affecting the normal use of the home. While the Magnuson-
Moss Warranty Act and State laws provide for attorney fees and legal remedies, litigation is
expensive and can delay needed repairs.

The Commission found State recovery funds, in combination with State licensing laws, to
be an effective mechanism for dealing with legitimate warranty claims arising from manu-
facturer and retailer bankruptcies or refusals to provide service. Recovery funds have
been established in seven States (Arkansas, Arizona, California, Florida, Texas, Virginia,
and West Virginia). They incorporate a claims process that investigates problems, estab-
lishes responsibility, and assesses costs of repair, which the fund pays. Licensing is a re-
quirement for manufacturers and retailers doing business in the State and is coordinated
with the operation of the recovery fund. If the license of a firm is revoked or suspended,
warranty claims may be paid out of the fund. In several of the States, licenses of manufac-
turers or retailers responsible for disbursements are suspended until the fund is repaid.
Claims are also sought against firms in bankruptcy. In addition, two States require bond-
ing: Florida for retailers and manufacturers; and Texas for retailers, manufacturers, instail-
ers, and brokers. The recovery funds are capitalized by assessments on manufacturers,
retailers, installers, brokers, salespeople, and sometimes homeowners through title fees.
Some funds also have provisions to trigger special assessments should the dollar amount
in the fund dip below a specified level; to date, no fund has implemented such a provision.
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Despite some initial concerns, the industry has found that, for a modest initial investment,
the funds have helped to improve the reputation of manufactured housing by assisting
homeowners under difficult circumstances. The Manufactured Housing Institute recently
approved a Proposed Model Recovery Fund Program for States to review. (See the chart on
the following page.)

The Commission recommends establishing a mandatory 1/5 year warranty requirement
under the Act and proposes to require by statute the following warranty coverages:

1year Alldefects, including those resulting from transportation performed or arranged
by the manufacturer; installation and transportation performed or arranged
by the retailer; weatherability; and all appliances.

5 years Defects in the plumbing, electrical, air distribution, and structural systems
within the home provided by the manufacturer; and defects in structural sys-
tems arising from transportation or installation performed, arranged, or con-
tracted by the retailer.

The Commission’s recommendations would not require the retailer to provide an installa-
tion warranty if the homebuyer chooses to install the home. In cases where the homebuyer
undertakes his or her own site preparation, the retailer may ask the homebuyer for an engi-
neering certification, contractor certificate, or building inspection certification that prepa-
ratory work conforms to applicable code or regulations. The Commission’s recommenda-
tions would limit the retailer’s installation warranty to 1 year if the homebuyer fails to
provide proper certification. Retailers will be required to provide written disclosure of
these conditions and the necessary site-preparation instructions to the customer prior to
sale. The retailer will also be required to offer to perform or arrange for a conforming
installation. If the required disclosures and offer of a conforming installation are not pro-
vided, the retailer would be liable for 5 years.

These recommendations are intended to fill current gaps in warranty coverage identified
by the Commission and should go into effect 180 days after passage of the authorizing
legislation. Because the HUD Code does not require the redundancy in construction inher-
ent in other building codes, the Commission believes the risk of failure for some manufac-
tured homes is increased if engineering calculations are inaccurate or fail to predict actual
conditions. Further, the relatively low incomes of purchasers of manufactured homes make
it difficult for these homeowners to meet unexpected repair expenses. These factors justify
a longer term and more comprehensive coverage to protect against latent defects. In addi-
tion, the Commission believes that the notification and correction provisions under the Act
and Subpart I of the enforcement regulations were never intended to resolve complaints
concerning defects and workmanship. Nor is it practical or cost-effective to divert the at-
tention of the code enforcement system to workmanship issues. The Commission believes
that the vast majority of homeowner complaints are more appropriately handled through a
long-term comprehensive warranty program that complements market trends toward total
quality management and consumer satisfaction.

Within the past year, several manufacturers have extended the term of their warrantiesto 5
years. The Commission believes its recommendations will support these initiatives and
ensure that homeowners in every State will enjoy the same level of protection. The Com-
mission considered but rejected a proposal to require manufacturers to provide a 10-year,
insurance-backed warranty. The Commission found that such warranties are mainly avail-
able for manufactured homes sited on permanent foundations, and the potential costs for
other units was unknown. In addition, Commissioners were concerned about claims-ad-
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Proposed Model Recovery Fund Program




Recommendations

justment problems experienced by homeowners in several of the insurance-backed war-
ranty programs.

The Commission’s recommendation to require warranty coverage for transportation and
installation eliminates a significant omission in current warranties. It is the Commission’s
intention to avoid gaps in warranty coverage. If, in the third year, for example, a plumbing
or electrical problem attributable to improper installation develops inside the home, the
manufacturer’s warranty would provide coverage. In the same instance, repair of any dam-
age to the structure of the home caused by improper installation would be the responsibil-
ity of the retailer. Similarly, leaks resulting from defects in the structure attributable to
design would be covered under the manufacturer’s warranty for 5 years. A defective com-
ponent would not be required to fail completely before repairs or replacement could be
initiated under the warranty. If the drywall in the home were damaged as a result of the
leak, it would also be eligible for repair. Damage to possessions in the home, however, such
as a piano or the priceless vase won at the county fair, would not be covered. The Commis-
sion recommendations require that all warranty repairs be completed within 60 days of
receipt of written notice and 5 days in emergency situations.

Under the Commission’s recommendations, the manufacturer and the retailer each will
provide written warranties to the homeowner verifying the required coverages. The Com-
mission recommends that these warranties be presented to the homeowner at the same
time. The Commission considered and rejected an option to reduce the retailer’s warranty
for installations to one year if the State agreed to inspect every new home installation and
to cover any structural defects for years 2 through 5 through the State recovery fund. The
Commission continues to be concerned about the cost of inspecting all new homes, how-
ever, particularly in light of budget limitations at the State level. Further, the Commission
believes that warranty requirements are preferable to traditional inspection programs and,
in the long term, the most effective way to ensure that homes are installed correctly.

The Commission recommends that the Act require the establishment of a recovery fund for
each State to resolve warranty disputes, ensure compliance with warranty requirements,
and protect homeowners in the event of the bankruptcy of a manufacturer or retailer. The
Act should provide for States to enact authorizing legislation within 4 years and begin
recovery fund operations within 1 year later. The funds should be required to meet mini-
mum requirements established by the Act. These would include actuarial soundness, an
alternate dispute resolution (ADR) mechanism, and the registration of manufacturers and
retailers. HUD would be required to make a determination of conformance based on the
statutory requirements. In the event a fund failed to meet the minimum statutory require-
ments or a State declined to establish a recovery fund program, HUD would be required to
contract with a private entity, within the State if practicable, to administer all the functions
of a State recovery fund program. Regional funds should be permitted for States where
few new homes were sited.

It is the intention of the Commission that the recovery funds be established, financed, and
operated in a manner similar to the funds currently in operation. The requirement for
actuarial soundness is intended to be an objective standard rather than a strict interpreta-
tion of actuarial assumptions. Experience has shown that assumptions concerning losses
are often overly pessimistic, and the funds can easily generate additional income through
special assessments. In addition, the Commission has recommended that private reinsurance
be required after 7 years. The Commission’s recommendations for a recovery fund are not
intended to preempt State bonding requirements. It is the Commission’s view that deci-
sions to impose such requirements should be left to the discretion of the States.
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The establishment of a uniform claims and ADR process is a key requirement for the State
recovery funds. Under the Commission’s recommendations, recovery funds would com-
pensate claims only upon completion of the ADR process or after litigation. The Commis-
sion envisions an ADR process that incorporates informal dispute settlement by the SAA or
other designated organization prior to a homeowner’s choice to proceed to a formal dis-
pute resolution process or the courts. The ADR process will also be available to settle war-
ranty disputes involving manufacturers and retailers. All participants will be required to
complete the informal dispute settlement phase before proceeding with formal ADR or
litigation. Experience indicates that most warranty problems can be settled through infor-
mal negotiation among the homeowner, manufacturer and retailer, and the SAA.

The Commission recommends a number of statutory requirements for State ADR programs.
These include the use of independent dispute settlers without ties to any party; no cost to
the user; prominent display of availability; a progressive two-step process that begins with
informal settlement; limiting judicial appeal of the results of formal dispute resolution to
factual, legal, or procedural errors; and provision of an evaluation mechanism for the ADR
process. The Commission intends that resolution of disputes should be accomplished within
30 days and that a decision in favor of the consumer will result in prompt correction of the
defect. SAAs or other independent organizations designated by the State may administer
the ADR program. Finally, the Commission recommends that HUD contract with the Ad-
ministrative Conference of the United States to assist the States in designing ADR systems.
The main purpose of ADR is to achieve timely and fair resolution of disputes. Poorly de-
signed systems can defeat these goals.

The improved coverages offered by the 1/5 year warranty should greatly assist in reducing
problems and strengthening the mediating role currently played by many SAAs. Further,
warranty performance guidelines will be developed by the consensus committee to assist
SAAs and other dispute settlers in resolving warranty claims and minimizing the need for
litigation.

Warranty performance guidelines are used extensively in warranty programs for site-built
housing. They benefit consumers and industry alike by ensuring that warranties meet
minimum standards of coverage and do not contain unreasonable exclusions, and provide
more uniform interpretation of warranty provisions. The Commission intends that manu-
facturers and retailers retain reasonable flexibility in drafting their warranties and provid-
ing coverage for items not required by statute. Further, it is the Commission’s intention
that States be permitted to require coverage for items not specified in the Act. The perfor-
mance guidelines would preclude warranty coverage for items damaged by homeowner
abuse or failure to carry out required maintenance as set forth in the manufacturer’s con-
sumer manual.

The recovery fund and ADR process would be enforced through a registration requirement
modeled on State licensing laws. The Commission recommendation requires that all manu-
facturers and retailers register with the SAA or contract agent administering the recovery
fund in each State. This provision is intended to complement and strengthen existing li-
censing laws in the States (25 States license in-State manufacturers, 22 license out-of-State
manufacturers, 35 license retailers, and 19 license installers). Registration would be re-
quired to sell homes. Suspension of the registration would be mandatory if a firm failed to
correct a problem that the ADR process has determined was its responsibility. The recovery
fund would pay for repairs in such cases. Suspension of registration would be rescinded if
the fund were reimbursed.
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The Commission considered but rejected a proposal to recommend the establishment of a
national recovery fund. The industry members of the Commission were concerned that a
national fund would be overly bureaucratic; the balance of the Commission accepted the
industry’s concerns in the spirit of consensus. The State-based approach offers a number of
advantages. Maintaining fee collection at the State level is more likely to ensure close moni-
toring of fund disbursements and to permit direct ties to the existing enforcement system.
State-administered funds are less burdensome to HUD and encourage maximum State par-
ticipation in the manufactured housing program. Finally, legal analysis indicates the rec-
ommendation is similar in concept to the existing SAA program and is constitutionally
permissible.

Recommendations

The Commission recommends the following:

3.1. Term and Coverage. Manufacturers and retailers shall be required to each provide a
warranty for their respective functions under the Act. Coverage shall include:

m 1 year for all defects, including transportation arranged by the manufacturer,
and weatherability. Defects covered under the warranty for weatherability shall
include (except leaks caused by severe weather events such as hurricanes, tomna-
does, and severe icing): Rainwater or snow leaks in roofs, walls, floors, siding,
windows, or doors, based on a reasonable level of occupant care and mainte-
nance as prescribed in the manufacturer’s consumer manual. Repair of weather-
ability defects includes repair of items necessary to restore their weatherability
functions and repair of other components of the structure damaged by the weath-
erability defects;

B 1 year for appliances; and

1 year by the retailer for installation and transportation arranged by retailer; 5
years as installation or such transportation affects structural integrity.

In cases where the homebuyer undertakes his or her own site preparation, the re-
tailer has the right to ask the homebuyer for an engineering certification, contractor
certificate, or building inspection certification that preparatory work is in accordance
with code or regulations. If the homebuyer fails to provide such certification to the
retailer, the warranty is limited to 1 year. Written disclosure of correct site prepara-
tion and these limitations to the customer must be made by the retailer before sale.
Retailers will be required to offer conforming installation. If the offer and disclo-
sure are not made, the warranty is for 5 years.

If the homebuyer chooses to install the unit himself, there is no installation
warranty.

B 5 years for plumbing, electrical, air distribution, and structural systems within
the dwelling unit provided by the manufacturer.

Defects shall be repaired within 60 days of receipt of written notice and 5 days in
emergency situations. The warranty shall cover defects regardless of whether they
arise as a result of faulty design, construction, transportation, or installation.

Manufacturers and retailers should retain reasonable flexibility both in drafting their
warranties and in providing coverage for items not required by statute. States should
have flexibility in requiring coverage for items not covered by Federal statute.
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3.2. Performance Guidelines. The validity of any homeowner’s claim under the war-

3.3.

ranty shall be determined on the basis of good industry practice that ensures quality
of materials and workmanship. The consensus committee shall develop minimum
requirements for the level of quality of materials, performance, and workmanship
to assist SAAs and other dispute settlers in resolving warranty claims and minimiz-
ing the need for litigation. The consensus committee shall be mindful that it does
not create absolute requirements that totally foreclose manufacturer and retailer flex-
ibility in the drafting of warranties. The consensus committee may create a subcom-
mittee or working group to undertake the initial development of the guidelines.
The warranty performance guidelines are not intended to be interpreted by HUD as
replacing, modifying, or supplementing current or future performance construction
standards.

The goal of warranty performance guidelines is to assure that consumers benefit
from warranties that meet at least minimum standards of coverage, which do not
include unreasonable exclusions, and which are uniformly interpreted and admin-
istered. The performance guidelines do not cover damage due to failure to carry out
required homeowner maintenance as set forth in the manufacturer’s consumer
manual, or homeowner abuse of the home. (See Appendix E for Sample Warranty
Terms.)

Claims Process. A claims process shall be established that allows the homeowner to
file a claim with one entity and that ensures correction within a reasonable time.
Manufacturers and retailers will have first opportunity to correct the defect. If the
defect is not corrected satisfactorily, an alternate dispute resolution process (ADR)
would be initiated. Under the ADR process, an impartial dispute settler would in-
vestigate the problem and issue a ruling that identifies the party responsible for
correcting the defect, the items to be corrected, and the time period for correction.
An ADR determination favorable to the consumer shall result in prompt correction
of the defect.

State ADRs must fulfill Federal statutory requirements in the following areas:

m The dispute settler is independent and has no financial ties to any party;

m There is no cost to the homeowner;

® The availability of the ADR process is prominently displayed and advertised;
El

The process includes two steps: the first is required informal dispute settiement;
second, if the first step does not resolve the dispute, the homeowner may elect to
proceed to a formal dispute resolution process or litigation;

Resolution is accomplished within 30 days;

Judicial appeals of the results of the formal dispute resolution process are lim-
ited to factual, legal, or procedural errors made by the dispute settler that are
material to the decision; and

m The ADR process is evaluated periodically.

HUD should contract with the Administrative Conference of the United States
(ACUS) to develop rules, principles, and procedures to assist the States in designing
the ADR process.
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3.4. State Recovery Funds. State recovery funds should be established under the Act.
The funds should cover claims of homeowners if manufacturers or retailers go out
of business or if the manufacturer or retailer refuses to make repairs under the war-
ranty after such responsibility has been determined. Claims will be paid only upon
completion of the ADR or the judicial process. The State recovery funds will be
financed by charges levied on manufacturers, retailers, and related industry parties
based on actuarial factors. State recovery funds must fulfill Federal statutory re-
quirements in the following areas:

® Registration of manufacturers and retailers as an enforcement mechanism
Actuarial soundness
Uniform claims process

Private reinsurance obtained within 7 years

Funds cover only the actual reasonable cost of repairs or the value of the home,
whichever is less

B A time limit for implementation of remedies

If a State has not enacted legislation within 4 years and implemented a State recov-
ery fund within 5 years, HUD shall contract with a private entity, preferably within
the State, to administer all the functions of the State recovery fund program.

3.5. Manufacturer and Retailer Registration. All manufacturers and retailers shall be
required to register with the SAA or contract agent for the recovery fund in each
State. Registration shall be required to sell homes. Revocation of registration shall
be mandatory if a manufacturer or retailer fails to correct a defect that has been de-
termined to be its responsibility. Suspension of registration may be rescinded if the
manufacturer or retailer repays the recovery fund.

3.6. Data Collection and Dissemination. HUD shall aggregate and distribute to the SAAs
claims data collected by State recovery funds on types of defect, frequency, and loca-
tion by manufacturer, plant, model, or system. HUD will use such data to assist in
the monitoring of Production Inspection Primary Inspection Agency (IPIA) perfor-
mance.

3.7. Preemption. States with existing recovery funds and bonding programs equal to or
exceeding Federal program requirements would not be preempted. HUD shall be
required to make such determinations in conformance with statutory guidelines.

The Permanent Chassis Requirement

Discussion

Congress mandated the Commission to “consider the deletion of the reference to the per-
manent chassis in the existing definition of a manufactured home and the effect of such a
change in the affordability and durability of manufactured homes.” In addition, it charged
the Commission with examining “the implications for State regulatory jurisdiction over
modular housing” if changes were made to the definition and construction standards ap-
plicable to manufactured homes. The current definition in the Manufactured Housing Con-
struction and Safety Standards Act of 1974 specifies that a manufactured home is builton a
permanent chassis. From 1980 to 1986, however, a number of manufacturers (estimated at
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25) obtained approval to construct manufactured homes with a removable chassis option;
this “alternative construction” approval was predicated on designs that provided at least
equivalent performance to the existing standards.

In 1986, HUD made a decision, affirmed by the United States District Court for the District
of Columbia in A.R.R. v. Pierce, that it did not have the authority to approve chassis removal
when Congress required chassis permanence. In its letter to manufacturers stating the new
policy of withholding approval of designs for chassis removal, HUD stated that the perma-
nent chassis became the clear distinction between modular homes (constructed under State
jurisdiction) and manufactured homes (constructed under Federal jurisdiction). The court
case reiterated Congress’s intention that manufactured homes be transportable.

An attempt was made in the so-called Hiler Amendments to the Affordable Housing Act of
1990 to delete the reference to a permanent chassis. In support of the proposal, the manu-
factured housing industry argued that the requirement was obsolete because very few homes
were relocated after initial installation and it added an unnecessary financial burden to the
homebuyer. The 1983 Annual Housing Data Survey indicated that, before 1980, more than
10 percent of both single and multisection homes were moved, whereas in 1983 only 2.6
percent were moved. No comparable data are available for the years following, but for
1992, a major commercial transportation firm contacted for such information indicated that
fewer than 2 percent of multisection homes were again moved.

Opposition to the proposed Hiler Amendments came from various directions. A number
of States opposed the removal of the permanent chassis requirement from the definition of
a manufactured home because the chassis serves as the visible distinction between a manu-
factured home and a modular home and because of the risk that modular housing might
then fall under Federal regulation. Several representatives of manufactured housing
homeowners in principle opposed deletion of the “permanent chassis” requirement unless
such owner-occupied homes were permanently sited on private property, thereby protect-
ing homeowners in rental communities who might be forced to relocate their homes. Addi-
tionally, these homeowner representatives expressed concern that chassis removal might
be permitted without reevaluation of construction standards to ensure durable and quality
homes without a chassis. Some consumer groups argued against removal because that
would allow modular manufacturers to opt for regulation under the HUD program, thereby
avoiding stricter State requirements. These groups wanted to preserve State authority to
provide stronger consumer protections in the modular market than those provided in the
HUD program.

The modular industry unanimously opposed the removal of the permanent chassis to main-
tain a clear and visible distinction between its product and a manufactured home. The
modular builders were adamant about their desire to be excluded from Federal regulation.
Further, without the permanent chassis, they argued, a prospective buyer might not note
the distinction and might choose to purchase the less expensive, yet differently constructed,
manufactured home, resulting in a confused purchaser and a reduction in the modular
market share. The Hiler Amendments passed the House but were not included in the Sen-
atebill. In conference, the Hiler Amendments were stricken, and provisions to establish the
Commission were substituted.

The Commission recognizes that the permanent chassis issue is technical, substantive, and
political, in that support for and opposition to chassis removal in the Hiler Amendment
focused on the durability and affordability of the home as well as the impact of a “market
advantage” or “market disadvantage” on the industries affected or the elimination, at the
manufacturer’s option, of State regulatory authority. Discussion within the Commission
concentrated primarily on the technical aspects of the issue.
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Commission research indicated that, technically, a manufactured home can be designed,
constructed, transported, and ultimately installed onsite with the chassis removed to be at
least equivalent in durability and safety to a home with a permanent chassis. Cost data for
a typical double-section home, obtained from several manufacturers, showed that the sav-
ings to the buyer of a manufactured home with a removable-chassis floor system ranged
from approximately $1,100 (savings on the frame only) to $3,500 (for frame removal and
avoidance of providing a deeper basement space to accommodate the rigid beams on the
underside of the home).

The Commission also considered the public policy implications of preventing States from
asserting regulatory jurisdiction over modular homes where the manufacturer opts for a
HUD label rather than a State label. A consumer member of the Commission had strong
reservations about such an approach, particularly in light of the problems some consumers
have faced under the current HUD program. The balance of the Commission felt that a
centralized, uniform regulatory system for all types of factory-built housing was a positive
step in the promotion of affordable housing.

The Commission recognizes the need for alleviating both technical and political qualms
about removal of the chassis. If the construction standards could specify requirements for
the design of homes with a removable chassis, and Congress expressly excluded modular
housing from Federal jurisdiction, the Commission reasoned, another form of affordable
housing might become available to the homebuyer. One Commission member offered that,
“if Congress’s goal is to increase the affordable housing that’s available in this country,
certainly they would have to recognize [the removable chassis] as an issue, and [ would
think that just the directives they’ve given us show some change in thinking in where they
want us to head.”

A building code official member of the Commission, who is involved with the Industrialized
Buildings Commission (a multi-State compact that coordinates State oversight of modular
buildings), concluded that, “we want to allow these frames to come off when it can be done
safely and properly, and we're going to validate that through the consensus committee [that
will revise the HUD Code). . . . I['ve] learned and understood really for the first time that this
[system] does not intrude on modular. They can still do their thing and give you [the manufac-
tured housing industry] an opportunity that you don’t have now, [without] a good technical
reason not to give you the opportunity if we spiff up this system to the degree we have.”

The Commission considered two other options: (1) retain the current definition of “manu-
factured home” in the Act, and maintain the requirement for a permanent chassis; or (2)
remove the reference to a “permanent chassis” in the Act, without any qualifications. The
Commission rejected the first option because it denied substantial savings to potential
homebuyers and innovation and greater design flexibility to the manufactured housing
industry where the technology is currently available to produce homes without a perma-
nent chassis. It rejected the second option because it gave no protection to consumers in
rental communities or on temporary sites who might need to relocate their homes, and no
guarantees that new standards would be developed for chassis removal.

Recommendation

The Commission recommends that:

4.1 The definition of a manufactured home under the Act should be modified to elimi-
nate the requirement that homes permanently sited on land owned by the home-
owner be “built on a permanent chassis,” subject to specific standards developed by
the consensus committee.
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Installation Standards and Inspection

Discussion

Improper installation and installation-related problems have been acknowledged by State
officials, industry spokespersons, and consumer representatives as the major source of
homeowner complaints. The problem arises from the lack of a uniform installation stan-
dard and warranty protections for defects arising from improper installation, inadequate
installation instructions, and training of installers as well as an absence of licensing and
registration requirements for manufacturers, retailers, and installers. As a result, the con-
sumer often does not know where to turn when installation problems arise because, in
most cases, it is not clear who is ultimately liable for rectifying the problem.

In a letter to the Commission dated June 12, 1993, the Washington State SAA Program
Manager noted that, “we find manufactured home installation problems present in 50 per-
cent of the homes consumers call us about.” Similarly, a North Carolina SA A administrator
testified before the Commission that, “last year we investigated basically 500 and some
consumer complaints. That obviously reflects a very small percentage of consumer com-
plaints ... Out of those 500 and some consumer complaints, basically 60 to 70 percent of
them are setup-related.” These findings are consistent with estimates from SAAs in Arkan-
sas, Florida, and Missouri, where installation-related problems were included in 60 to 75
percent of all homeowner complaints.

In attempting to address the problem, the Manufactured Housing Institute published the
Model Manufactured Home Installation Manual for voluntary industry use as a guide for the
preparation of specific and detailed instructions to accompany the shipment of homes. The
National Conference of States on Building Codes and Standards, in a report entitled Fulfill-
ing the Public’s Trust, recommended establishment of a uniform national State-based system
of installation to promote the adoption and enforcement of manufactured housing installa-
tion standards by State and local units of government. NCSBCS also recommended that
the system promote the bonding and licensing of retailers and installers. Currently, 8 States
with SAAs bond installers (Idaho, Iowa, Minnesota, New Mexico, North Carolina, Oregon,
Tennessee, and Texas) and 15 bond retailers (Florida, Idaho, Iowa, Louisiana, Michigan,
Minnesota, Nebraska, New Mexico, North Carolina, Oregon, South Carolina, Tennessee,
Texas, Washington, and Wisconsin). These recommendations would probably help im-
prove the current situation because they should provide a degree of uniformity to the in-
stallation process, along with some accountability for the problems that occur. It has also
been noted that changes in financing for manufactured homes to include sufficient up-
front funds to pay for installation would improve the situation. This concern has been
voiced by spokespeople from several cold-weather States, where a foundation, piers, or
footings would have to extend below the frostline to be effective over time. Such an instal-
lation has been estimated to cost between $4,000 and $5,000 per home.

Manufactured home installation practices and procedures currently vary from State to State,
with manufacturers, retailers, and installers assuming different roles and responsibilities,
depending upon their location. Thirty-six States are now approved as SA As, each handling
installation differently and with varying degrees of effectiveness. The remaining States with-
out SAAs virtually leave the matter to the retailers. Among all States, approximately 35
currently license retailers while only 19 license installers. Even when a State has an installa-
tion standard, licensing requirements for installers are uneven. For example, installers in
Kentucky must pay an application fee of $50, complete 15 hours of an approved course of
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installer education, and pass the Certified Installer Examination from the Mobile Home
Certification and Licensure Board. Alabama, on the other hand, charges a $100 flat fee for
an installer’s license: the fee is the only requirement. HUD exercises limited jurisdiction
over installation. In a letter dated August 3, 1976, HUD stated that its installation authority
was limited to the manufacture of the home and the provisions included on the home for

installation purposes:

[T}t is the Department’s position that the National Mobile Home Construction and Safety
Standards Act of 1974, 42 USC 5401, et seq., (hereafter, the Act) authorizes the Depart-
ment to establish mobile home construction and safety standards only for the mobile
home as it is produced by the mobile home manufacturer. The Act does not authorize
the Department to establish standards for installation or tiedown of mobile homes ex-
cept to the extent that equipment for such installation or tiedown must be installed on
the mobile home at the time of manufacture. The Department cannot require that mo-
bile homes be tied down, and the Department cannot require that a particular method
of tiedown or installation be used if a home is tied down. The Department can require
only that provision be made for installation and tiedown on the mobile home as it is
manufactured. -

The letter further explained the basis for HUD's position on installation authority:

The definitions of “mobile home construction” and “mobile home safety” are more
conclusive on this point. The former means “all activities relating to the assembly and
manufacture of a mobile home ... ” [emphasis supplied]. That definition is limited to the
mobile home as it is handled by the manufacturer. Similarly, mobile home safety means
“the performance of a mobile home in such a manner that the public is protected against
any unreasonable risk of the occurrence of accidents due to the design or construction of
such mobile home ...” [emphasis supplied]. Again, it is the design or construction of
the mobile home that this definition reaches. It does not reach beyond the design or
construction of the mobile home itself to how that home is installed or tied down. It
may be argued that the definition of “Federal mobile home construction and safety
standard” indicates that installation and tiedown is to be covered because that defini-
tion refers to “a reasonable standard for the ... performance of a mobile home....” How-
ever, that reference cannot refer to any aspect of performance other than that referred to
in the two definitions previously discussed, since those definitions are combined in
this one. The only reference to performance in either of those is in the definition of
“mobile home safety,” and there the performance is tied to the design or construction
of the mobile home, not to the way in which it is installed.

The separation of the manufactured home from its installation is further reflected in the
literal distinction of the home from its support and anchoring systems in the Manufactured
Home Construction and Safety Standards section on windstorm protection: “The manu-
facturer of each manufactured home is required to make provision for the support and
anchoring systems but is not required to provide the anchoring equipment or stabilizing
devices ....”

Based on these interpretations, responsibility for installation has been left to the States. The
enforcement regulations include several “suggested provisions” for SAA plans “to provide
full consumer protection and assurances of manufactured home safety.” These suggested
provisions state that the SA As are urged to monitor the installation of manufactured homes
to ensure that the homes are properly installed and, where necessary, tied down. A number
of States do neither.

55



Chapter 2

The absence of specific installation requirements in the enforcement regulations also re-
flects HUD’s determination that its authority does not cover installation. Lacking any di-
rection from HUD, manufacturers provide installation guidelines in their consumer manu-
als that are not necessarily updated to include installation directions for every particular
model, are often written by professional engineers in language that may be too technical for
the installers, and may have poor print quality of the mechanical drawings and text. All of
these problems can contribute to the improper installation of homes.

States that have installation programs in effect specify that one of three guideline types be
followed: (1) the guidelines set forth by the SAA in its own regulations; (2) the manufacturer’s
installation guidelines; or (3) in the absence of the manufacturer’s guidelines, directions
developed by a registered professional engineer or ANSI Standard A225.1. Only 31 States
have installation regulations in effect, all of them States that have SAAs. Sixteen States
currently license installers, and all but Kansas are SAA States. The industry has made a
concerted effort to support passage of State installation standards, and several more States
are currently in the process of developing theirs.

Under the current Act, responsibility for repair of homes is limited to instances of a serious
defect or imminent safety hazard that would involve an unreasonable risk of injury or death
to the occupant of the home. In cases involving installation or transportation complaints
where responsibility may be difficult to determine, the manufacturer will most likely make
repairs. Concerning complaints in general, in cases where the complaint is valid and does
not involve a noncompliance, defect, serious defect, or imminent safety hazard, it is agreed
that the manufacturer or retailer who cares about the company’s reputation will often make
reparations. This assumption of responsibility is not required, however, and manufacturer
warranties routinely exclude installation. This is the point where the system breaks down
and the consumer has had the biggest problem, that of identifying who is responsible for
fixing the installation. A few States do require retailers to warrant installations under their
manufactured home warranty laws; unless retailers tell them about this State requirement,
however, consumers will probably be unaware of this protection.

NCSBCS has recommended that HUD require States to implement effective installation
laws and enforcement systems. The Oregon SAA Administrator testified before the Com-
mission that, where there is no State involvement in installation, HUD needs the authority
to establish preemptive installation standards and to approve third-party agencies to pro-
vide the inspection services that are necessary to carry out these responsibilities. In testi-
mony, HUD representatives raised the issue of requiring the manufacturer alone or in com-
bination with the retailer to be responsible for installations. The Commission has made
some recommendations concerning manufacturer and retailer warranty requirements for
installations, and these appear in the Warranty and Recovery Fund Protections for Home-
owners section of the Commission recommendations.

It should be noted, however, that the current HUD administration has undertaken a review
of its longstanding interpretation that HUD lacks authority to regulate installation and may
issue an opinion reversing its initial interpretation of the law. In any event, Secretary Henry
G. Cisneros has indicated to the Commission that the Department recognizes the need to
establish clear legislative authority for Federal manufactured housing installation standards.

The Commission recommends that all new manufactured homes be installed according to
minimum installation standards developed by the consensus committee and included in
the HUD Code. States may enforce equivalent or more stringent State installation stan-
dards in accordance with specific local conditions and needs. Should a State not assume
jurisdiction over installation through its State plan, the Secretary, or the Secretary’s desig-
nee, shall have the authority to enforce the national installation requirements.
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While a number of States currently inspect all set-ups of manufactured homes, the Com-
mission was concerned about the cost of making 100 percent inspections a national require-
ment. The Commission recommends that installation inspections be mandatory by SAAs,
with the minimum number of inspections determined by the Secretary. The Commission
has based its cost estimates (See Cost Analysis of Recommendations) on a minimum of 10
percent of all installations being inspected yearly. If conducted on a random basis, the
Commission believes such a system should be effective in detecting problems. Rather than
relying on inspection of 100 percent of new home installations, the Commission expects the
retailer installation warranty to provide the necessary incentive for correct installations.

Recommendations

The Commission recommends that:

5.1. The consensus committee shall develop and maintain minimum installation stan-
dards as part of the national manufactured home construction and safety standards.

5.2. Manufacturers shall provide an installation manual to purchasers and shall contain
necessary installation instructions. Such manuals shall be easily understood and
shall be periodically updated to reflect substantial changes in products, procedures,
and requirements.

5.3. The Design Approval Primary Inspection Agency (DAFPIA) shall continue to review
and approve the manufacturer’s installation instructions.

5.4. Any State may establish and enforce installation standards that equal or exceed the
minimum national standards.

5.5. The States shall provide for a minimum level of installation inspections, as pre-
scribed by HUD.

Design Reviews and Production Surveillance

Discussion

The Manufactured Home Procedural and Enforcement Regulations, issued by HUD pursu-
ant to the Manufactured Housing Construction and Safety Standards Act of 1974, prescribe
the use of a third-party inspection system to ensure compliance with the HUD Code in
design and construction. HUD approves State and private primary inspection agencies
(PIAs). Manufacturers contract with PIAs to review manufactured home designs as a de-
sign approval PIA (or DAPIA) and to conduct production surveillance in the factory as a
production inspection PIA (or IPIA).

In the preproduction phase of this system, the manufacturer hires one or more DAPIAs to
review and approve drawings, designs, and calculations for the proposed home. The DAPIA
also reviews and approves the manufacturer’s quality assurance manual, which HUD regu-
lations require and which is followed by plant personnel during production to ensure that
units conform to the HUD Code. If the DAPIA rejects as noncompliant any portion of the
manufactured home designs or the quality assurance program as outlined in the manual,
the manufacturer must resubmit corrected data before production can begin. The regula-
tions prohibit DAPIAs from performing design or quality assurance manual approvals on
such materials created or prepared by members of the same PIA organization, but do allow
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the DAPIA and IPIA functions to be performed by the same agency. As of January 1,1994,
HUD listed eight private agencies and one State agency as approved DAPIAs.

For the construction phase, the manufacturer hires an IPIA at each manufacturing plant,
which uses the designs and the quality assurance manual approved by the DAPIA, to in-
spect each home in at least one stage of production in the factory to verify compliance with
the HUD Code. If the IPIA finds a nonconformance with the Federal standards, the manu-
facturer must correct the problem in any homes still in the plant. If the IPIA discovers that
the manufacturer’s quality assurance program is not functioning at an acceptable level, the
IPIA may increase the frequency of its inspections and withhold certification labels (a label
certifying inspection and conformance with the HUD requirements is required for all manu-
factured homes sold in the United States). As of January 1, 1994, HUD had approved seven
private agencies and 14 State agencies as IPIAs. Eleven of those State IPIAs act as the
exclusive IPIA within the State, based on HUD approval of a State plan indicating the capa-
bility to perform IPIA services for all plants operating in the State.

When establishing the National Commission on Manufactured Housing, Congress specifi-
cally requested a review of the current inspection system for manufactured housing, with
recommendations for improvements, if necessary. Additionally, the Commission was di-
rected to “consider the need for independent financing of inspection agencies to insure the
autonomy of regulators.” These issues are discussed in detail in the Enforcement section of
the Commission recommendations.

An area of concern expressed in Commission testimony was the current regulation that
requires each home to be inspected at least once, without specifying the area or system to
be inspected. Witnesses proposed that, if only one inspection is to be made, the inspection
focus on basic structural and systems components rather than on less critical components.
Production surveillance, however, is not intended to improve workmanship quality. Rather,
it is intended to ensure compliance with construction and safety standards.

Maintaining the current third-party inspection program is consistent with the factory-built
construction industry in the United States. In addition, more and more State and local
building code enforcement offices are using third-party inspection agencies. The current
system also avoids the need for a large contingent of HUD inspectors to determine compli-
ance with the Federal standards. The realities of government downsizing quickly elimi-
nated the option of recommending that Federal inspectors undertake design review and
production surveillance functions, The Commission consensus recognized that a compre-
hensive warranty package, plus the incremental changes suggested herein, will produce
the desired improvements in quality.

In the current Act, HUD is limited in the remedies available for enforcement actions based
on violations of the Act. The PIAs are not named in the Act and are therefore not liable for
penalties thereunder. This area is a matter of concern and is covered in the Enforcement
section of the Commission recommendations.

A related issue that arose in Commission hearings involved DAPIA personnel approving
changes in designs after the manufacturer had already produced homes with those design
changes. It was explained that because of the number of different home designs available
in one plant and the rapid pace of production, some homes have been produced with fea-
tures or components that differed from the actual plans. Upon discovery, the manufacturer
then submitted the new designs for approval as conforming to the standards. Such retroac-
tive approvals did not always come to the attention of HUD or its monitoring agent.
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The Commission discussed and then rejected the option of eliminating retroactive approv-
alsby DAPIAs. The Commission believes that its recommendation on notification of retro-
active approvals will alert HUD but will not automatically trigger remedial actions that are
costly to the manufacturer and of no significant benefit to the homeowner. In such cases,
the Commission recognized that occasionally a mistake can be made where the home does
not conform to the design but meets the standards.

The Commissioners then focused on the need for more effective quality control programs
to eliminate the need for retroactive approvals, as much as is possible in such a fast-paced
production line, and to provide procedures for ensuring quality homes. An industry mem-
ber of the Commission pointed out, “quality control manuals have to do with making sure
the home complies with the building code.” Another Commissioner clarified this point:

Our interest at this point is to give greater detail in the quality assurance manuals in
terms of [identifying] the station at which this component will be correct and in com-
pliance with the standard, and if it’s not in compliance, it'’s got to be fixed before it
moves from this station to the next. It’s not “we’ll catch it downstream.”

Recommendations

The Commission recommends to Congress that the third-party inspection system re-
main in place, with the following improvements to the program:

6.1. IPIAs shall be required to develop plant-specific inspection plans that focus the in-
spection effort on fundamental structural and system issues.

6.2. When DAPIAs issue retroactive approvals, they shall be required to notify HUD's
monitoring agent, flag the retroactive approval, and state the provision that was ap-
proved and the reason for the retroactive approval.

6.3. Requirements for quality assurance manuals shall be upgraded to be more in line
with international standards for quality control, such as the International Standards
Organization (ISO) 9000 series, to improve the international competitiveness of the
manufactured housing industry.

Enforcement

Discussion

Major enforcement issues include: the scope of the enforcement program and availability
of resources to implement it, the autonomy of the primary inspection agencies, monitoring
implementation and procedures, the role of HUD, the role of States, and the adequacy of
current remedies for resolving consumer complaints.

In 1993, 254,276 homes were produced under the National Manufactured Housing Con-
struction and Safety Standards Act. These homes were manufactured by 93 different firms
with 245 manufacturing plants, and sold by 4,600 retailers. The key administrative mecha-
nism for ensuring compliance with the Federal standards is the requirement that a certifica-
tion label (the “HUD label”) be attached to every manufactured home sold in the United
States. With the assistance of the monitoring agent, HUD issues labels, maintains records,
and collects label fees for each unit constructed.
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The manufacturer’s certification of conformance is backed up by a system of design re-
views and production surveillance carried out by State and private PIAs. HUD reviews
and approves the qualifications of PIAs. In non-exclusive States (the 39 States that decline
to exercise the option under the enforcement regulations of becoming the sole IPIA), manu-
facturers may select PI1As from the list of approved agencies to conduct the required re-
views and surveillance. With the assistance of the monitoring agent, HUD monitors and
evaluates the performance of the PIAs. There are 9 DAPIAs and 21 IPIAs. The monitoring
agent conducts one audit at each manufacturing facility annually, and more frequently if
problems arise. More than 300 plant audits are conducted each year. HUD engineers re-
view roughly half of the audit reports and then provide direction to the monitoring agent's
staff on any corrective actions or increased monitoring. Department and monitoring agent
engineers also review at least 20 percent of all home designs approved by each DAPIA.
Design documents are maintained in a central library by the monitoring agent. Some 180,000
design documents are received every year.

HUD reviews and approves plans of those States that wish to participate in the Federal
enforcement program as SAAs. Currently, 36 States participate in the SAA program. The
Department monitors and evaluates the performance of these agencies. In addition, with
the assistance of the monitoring agent, HUD monitors compliance with the notification and
correction provisions of the Act and Subpart I of the enforcement regulations, and handles
consumer complaints in the 14 States that do not participate in the SAA program. The
SAAs and HUD carry out compliance reviews at least twice a year. These reviews may also
be supplemented by field inspections of homes and consumer contacts to verify satisfac-
tory completions of repairs and accuracy of manufacturer records. According to HUD,
roughly 7,000 consumer complaints are received annually.

Although the Federal manufactured housing program is funded almost entirely by label
fees, staffing levels for the HUD Office of Manufactured Housing are set according to Con-
gressional appropriations and Departmental allocations established by OMB and are not
directly tied to fee collections. Staff levels in the Office of Manufactured Housing have
declined since the inception of the program. Currently, five professional and technical staff
in the Compliance Branch and four professional staff persons in the State and Consumer
Liaison Branch handle enforcement functions. The Program Compliance Division of the
Office of General Counsel currently has one staff year of attorney services devoted to the
manufactured housing program. As noted in testimony before the Commission, the pro-
gram could not operate at its current level without the logistical and technical support
provided under contract by the monitoring agent.

The following testimony by the Chief of the Compliance Branch in the Office of Manufac-
tured Housing at HUD illustrates the dilemma posed by further staff reductions:

The work load of the Department in terms of its interest both on the code side and on
the enforcement side and all of the discussions that we're having about future direc-
tions are really burdening everyone, and we're just basically surviving at this point and
trying to do all of the challenges that we have.

Several witnesses before the Commission suggested that current levels of monitoring are
excessive and recommended reducing the number of plant audits and reviews of DAPIA
approved design packages from the current 20 percent to the 10 percent minimum pro-
vided by the enforcement regulations. The Department noted that there has been a reduc-
tion in plant audits in recent years, however, from an average of 2 or more per plant to a
current level of 1.52 per plant per year. HUD staff also expressed concern that further
reductions would impair the ability of the monitoring program to detect problems.
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Departmental restrictions on travel have hampered the enforcement program. HUD staff
have been unable to participate in plant audits and DAPIA performance reviews. Perfor-
mance reviews of the SAAs have not been undertaken for a number of years. The travel
restrictions also make investigation and documentation of possible violations more diffi-
cult. Both HUD and monitoring agent personnel have indicated a desire for a greater HUD
presence during plant audits and headquarters visits to provide more guidance and obtain
first-hand information concerning program operations and problems.

Another impediment to the enforcement program is the lack of regular updates to the HUD
Code. For example, the DAPIAs have been required to use the 1984 version of the National
Electrical Code, despite the issuance of several subsequent editions. These reference stan-
dards are no longer in print and may not be applicable to electrical components now used
by manufacturers. In addition, the failure to update the standards has prevented SA As and
PIAs from being able to protect home purchasers when field experience has shown certain
designs or materials, such as hardboard siding, to be inappropriate under particular cir-
cumstances.

Certain aspects of the HUD Code may also precipitate disputes among the monitoring
agent, P1As, and manufacturers. For example, the HUD Code permits individual manufac-
turers to develop test protocols rather than requiring use of consensus engineering stan-
dards, as do other performance codes. This procedure facilitates innovation but can result
in disputes when the validity of a test is questioned. In other cases, the standard may not
be clear or a professional difference of opinion may arise as to what the standard means
and what constitutes a nonconformance. Testimony before the Commission indicates that
HUD, rather than making a determination itself, often refers interpretation issues to groups
such as the DAPIA Technical Advisory Group, which can cause considerable delay. In
addition, some segments of the industry believe that HUD is too dependent on the moni-
toring agent for technical advice in making such interpretations.

State IPIA personnel and some members of the HUD staff expressed concerns to the Com-
mission about the autonomy of the PI1A design review and production surveillance process
because the manufacturers directly hire and pay the PIAs. They felt that competition among
PIAs in non-exclusive States might lead to less thorough surveillance to avoid being re-
placed. Data supplied by the monitoring agent showed a turnover rate below 3 percent
between 1987 and 1993, and a decline in the number of PIA changes since 1987. In examin-
ing this issue, the Commission was not able to determine any significant difference in the
detection of nonconformances between private and State agencies. The Department did
suggest, however, that notification be required when a PIA change occurred to facilitate
required plant recertifications and monitoring audits.

Controversy has also periodically erupted over the criteria used to evaluate the perfor-
mance of the P1As. Critics believe that the criteria amount to de facto standards that enable
the monitoring agent to impose production-line changes on manufacturers without the
benefit of review through the Federal rulemaking process. The Department and the moni-
toring agent vehemently deny any such intention or application. As the monitoring pro-
gram has become increasingly privatized, however, the distinctions between policy devel-
opment and implementation functions have become blurred. The frequent inability or un-
willingness of the Department to make timely decisions places the monitoring agent in a
difficult situation. Opinions can become policy in lieu of direct guidance. These pressures
are exacerbated in a factory setting because production delays can be very costly to the
manufacturer. The Commission is concerned about the level of contention within the moni-
toring process and the lack of a forum for participants in the enforcement system—HUD,
PIAs, SAAs, and the monitoring agent—to appeal and review monitoring actions.

61



Chapter 2

The Commission heard extensive testimony from SAA personnel on the difficulties they
face in investigating potential code violations and resolving consumer complaints. Re-
viewing manufacturer complaint records for a specific type of defect suspected of being
introduced in a class of homes is often difficuit because the records are voluminous and are
not readily searched. Budget restrictions at the State level have also reduced the amount of
time and personnel that SA As can devote to oversight. In addition, the SA As have notbeen
routinely linked to each other or to other agencies in the regulatory system to provide infor-
mation to identify potential class problems. Unless the SAA is also an IP1A, the monitoring
reports on factories in the State are not available to the SAA. About 50 percent of produc-
tion is located in States where the SAA is not an IPIA.

SAAs felt they lacked adequate authority to stop defective homes from entering their juris-
dictions and noted difficulties in resolving consumer complaints on homes produced by
out-of-State manufacturers. Currently, the manufactured home enforcement regulations
require an SAA to refer the complaint to the SAA of the State where the home was manu-
factured. This procedure puts greater burdens on SAAs in production States. Further, only
HUD has the power to make a final determination as to whether a defect is serious enough
to require correction under the Act. The limited circumstances provided under the Act for
the repair of homes and the Department’s cumbersome decisionmaking process have frus-
trated SAAs and homeowners who have sought assistance. In States without an SAA,
consumer complaints can be filed with HUD if the homeowner knows to do so. HUD does
not, however, maintain specific data on the number and types of consumer problems expe-
rienced in non-SAA States.

The Act and Subpart I of the enforcement regulations limit requirements for correction of
defects to rare instances where they present an unreasonable risk of injury or death. Noti-
fication is the only remedy available for defects that affect the use of the home but are not
life-threatening. One witness likened such notification to “rubbing salt in the wound.”
While most manufacturers will attempt to correct problems, particularly if a warranty is
still in effect, they are not required to do so under Subpart I. Witnesses also felt that under
the current regulations, the manufacturer and the SAA expend inordinate amounts of en-
ergy on making sure the paperwork is correct rather than addressing the homeowner’s
complaint.

The Commission’s recommendations are intended to respond to the continuing need for an
effective enforcement system and the likelihood of continued scarce staff resources at HUD.
This goal would be achieved by assigning several enforcement tasks now performed by
HUD personnel to the new consensus committee. These include issuance of interpreta-
tions of the standards and development and approval of testing procedures. In addition,
transfer of the standards development function to the consensus committee would provide
additional flexibility to reassign personnel as needed. Further, the Commission recom-
mends that the use of label fees to conduct monitoring, oversight, and field investigations
not be subject to Departmental restrictions on travel. This approach should reduce depen-
dence on the monitoring agent to undertake routine oversight functions and allow the De-
partment to provide direct guidance to the PLAs, SAAs, and the monitoring agent.

A proposal to permit termination of PLAs only for “cause” and to require the Department to
review inspection agency fees was rejected by the Commission as unnecessary and admin-
istratively burdensome. The Commission believes that an effective monitoring program is
the best safeguard against conflicts of interest in the design review and production surveil-
lance system. Further, it is the Commission’s intention that, at a minimum, current levels
of monitoring be maintained. The Commission believes that these levels are adequate to
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enable the Department to make appropriate judgments concerning the performance of the
PIAs and ensure compliance with the construction and safety standards. To ensure that the
Department is aware of PIA changes when they occur, the Commission recommends that
manufacturers and PIAs be required to notify the Department promptly of any change and
state the specific reasons for such changes. In addition, the Commission recommends that
a definition of primary inspection agency be included in the Act and that their personnel be
subject to penalties under Section 621 for failure to report a violation. The Commission
recommendation would increase the potential fines that could be levied under the Act and
would allow civil penalties under Section 611 to be handled administratively. Rather than
requiring HUD to seek a judgment in Federal district court, this recommendation allows
civil penalties under the Act to be handled in the same manner as other Departmental civil
penaities. This procedure is recommended by the Administrative Conference of the United
States.

To reduce the level of contention in the monitoring program, the Commission recommends
that the Department establish committees on an informal basis to review the monitoring
process and provide peer review of monitoring reports by State and private PIAs. Many
issues in the monitoring program are highly technical and subject to professional differ-
ences of opinion. Further, there is a need to ensure fairness of procedures and policy. Itis
the Commission’s intention to ensure balance in evaluations of performance by creating an
opportunity for affected agencies to present their views to a panel of experienced PIA and
SAA personnel who can offer additional perspectives and advice to the Department on
enforcement matters. In making this recommendation, the Commission does not imply
any inappropriate or unauthorized action on the part of the monitoring agent and recog-
nizes its essential contributions to the Federal manufactured housing program.

The Commission considered but rejected a proposal that would have given the States pri-
mary responsibility for enforcement and made the SAAs responsible for monitoring the
PlAs. States already have the option of participating in the Federal enforcement program.
However, the problems that hinder HUD's enforcement efforts—limitations on budget and
staff, outdated standards, lack of remedies to resolve consumer complaints—also affect
State enforcement efforts. Further, the Federal Government can encourage States through
various incentives to enforce Federal standards, but it cannot legally compel them to enact
or administer a Federal program. HUD would still be required to retain monitoring and
enforcement capability for the foreseeable future, because it is likely that a number of States
would be unable or unwilling to become SAAs or undertake monitoring of the P1As. The
Commission also believes that it would be more difficult to maintain uniformity of enforce-
ment policies and procedures in a State-based system. The current enforcement program
avoids regulatory differences among States that could unnecessarily increase the cost of
homes while allowing significant State participation.

To ensure the development of a strong partnership with the States, the Commission recom-
mends that the Act be amended to delegate more authority to the 14 States that are not
SAAs and the 15 conditionally approved SAAs; by so doing, those States will have some
investigational and enforcement authority without State enabling legislation, which may
be impossible to pass for political reasons. States would still be required to submit a plan to
the Secretary in order to receive labe! fees. This plan would outline enforcement activities
to be undertaken by the States, including the minimum level of installation inspections as
prescribed by the Secretary, qualifications of personnel, and provision of State funds to
administer and enforce the standards.
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In addition, the Commission recommends retaining the current provisions under the en-
forcement regulations that permit States to participate in the enforcement program as SAAs,
DAPIAs, IPIAs, and on joint monitoring teams. The Commission encourages HUD to make
stronger efforts to implement its current policy to “involve State agencies in the enforce-
ment of Federal manufactured home standards to the maximum extent possible,” by rec-
ommending that the Act be changed to allow States to exercise the investigational and
enforcement authority of the Secretary without enacting State legislation to thateffect. While
the Department retains primary responsibility for enforcement, the Comunission’s recom-
mendations would enhance the ability of SAAs to investigate possible violations and re-
solve consumer complaints. The Commission recommends that an SAA in the State where
a home is sited, as well as the SAA where the home was manufactured, have authority to
investigate potential violations. SAAs would allocate jurisdiction by mutual agreement.
The Commission is confident that SAAs will exercise due caution in avoiding duplicative
enforcement actions given their strong record of interagency cooperation. Further, current
legal doctrines offer manufacturers significant protections against multiple litigation of the
same claims. In cases of multiple claims in different jurisdictions, the preemptive construc-
tion and safety standards provide an additional level of protection not available to most
other industries. The Commission’s recommendation would also enable States to make
final determinations regarding serious defects under the Subpart I regulations. The defini-
tion of serious defect would extend to cases where a home was rendered unlivable, not
merely those that could cause injury or death. Further, the Commission recommends that
the Department make monitoring reports and other enforcement records available to the
SAAs on a routine basis.

The Commission recommends elimination of the requirement for notification of defects in
a class of homes under the Act and Subpart I of the enforcement regulations. Defects and
workmanship problems would be covered under the mandatory 1- and 5-year warranties
recommended by the Commission. Notification currently does not provide a significant
benefit for consumers and the cost of recordkeeping under the Subpart | regulations is a
major concern for manufacturers and retailers. Currently, every determination, no matter
how minor the problem, must be retained. The Commission’s recommendation would still
require manufacturers to provide notification and correction of serious defects for the life
of the home.

Recommendations

The Commission recommends the following with regard to enforcement:

7.1. HUD Authority. HUD shall retain primary responsibility and authority for the en-
forcement system. Current provisions under the Act and regulations for optional
State participation in enforcement activities shall be strengthened, to enable States
to assert some authority without establishing an SAA. The State of siting as well as
the State of manufacture would have enforcement authority. The first SAA to open
a case shall have primary jurisdiction. Primary jurisdiction may be transferred by
mutual agreement.

7.2. PIA Termination. Manufacturers and PIAs shall be required to promptly notify HUD
of a change in the third-party agency and state the specific reason(s) for the change.

7.3. Enforcement Remedies. A definition of primary inspection agencies should be in-
cluded in the Act; penalties under Section 621 shall be decriminalized and extended
to cover violations by the PIAs. Potential fines should be increased to $5,000 per
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violation with a maximum of $1 million for any series of violations. Civil penalties
under Section 611 should be raised from $1,000 to $5,000 per violation. Fines for
willful violations by corporate officers should be increased from $1,000 to $100,000.
Civil penalties under Section 611 should be handled administratively as with other
Departmental civil penalties.

7.4. SubpartI Requirements. Requirements for notification of defects alone under Sub-
part I shall be eliminated. Where a serious defect or safety hazard is discovered,
States shall be required to notify the manufacturer, other States, and HUD to facili-
tate investigation and any necessary enforcement actions including notification of
the consumer and correction by the manufacturer. Serious defects shall be defined
as “any nonconformance with national manufactured home construction and safety
standards that results in a defect in the performance, construction, or material of a
manufactured home that constitutes a safety hazard or that affects the home to the
extent it becomes unsafe or otherwise unlivable.”

7.5. Enforcement Information and Oversight. Monitoring reports, the results of com-
plaint investigations, and other enforcement records are public records and should
be accessible to SAAs and interested citizens. HUD should establish committees to
review the monitoring process and provide peer review by State and private PIAs of
monitoring reports. The committees should review the performance of participants
in the enforcement system, specifically the SAAs, IPIAs, DAPIAs, and those indi-
viduals performing HUD's monitoring function, to ensure that they are performing
their duties in a reasonable and effective manner. The committees should make
nonbinding recommendations to the Secretary for corrective action. The committee
shall not be subject to provisions of the Federal Advisory Committee Act.

7.6. Travel Funds. A dedicated fund should be established within HUD that prevents
the commingling of manufactured housing label fees with other Departmental funds
and permits the Office of Manufactured Housing to utilize the fund for program
management with appropriate controls. The use of these fees by the Secretary for
staffing, monitoring, oversight, field investigations, training, and related travel shall
not be subject to general or specific limitations on appropriated funds.

Transportation and Storage Requirements

Discussion

The effect of transportation and storage on the structural integrity of a manufactured home
is among the most elusive of questions arising from homeowner complaints. Perhaps the
most perplexing problem involves latent defects that become apparent a few years after
any home warranties, provided either by the manufacturer or retailer, have expired. Manu-
factured homes are built directly on a rigid chassis that provides the primary support for
their transportation. Transportation may subject the home to damage even before it has
been installed and occupied. Attributing a defect directly to a home’s transportation or
storage can be very difficult, however, especially if the problem is discovered only after
passage of time.

Manufactured homes are usually transported by specialized “toting” companies hired by a
manufacturer or retailer. When problems occur while the manufactured home is trans-
ported from the manufacturer to the retailer, the manufacturer is usually the owner of record
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and therefore liable for any problems. When the home is being delivered from the retailer
lot to its installation site, the retailer, as the owner of record, assumes responsibility. In
some cases, a manufacturer or retailer will assume direct control and responsibility for
transportation by owning or leasing and operating their equipment.

The homes themselves are moved by using running gear, which includes suspension springs,
axles, brakes, and tires. The running gear is attached to the manufactured home's rigid
chassis to move the structure and usually is later purchased from homebuyers to be re-
cycled and reused.

Concerns with manufactured home transportation center on potential damage to the home
during its moves from manufacturer to retailer, from retailer to home site, and from one
home site to another. The actual prevalence of problems attributable to transportation is a
matter of contention. Some sources think it is widespread, while others believe that any
negative effect is minimal. Most complaints concern: tire blowouts, which can cause dam-
age to the manufactured home’s floor joists; uneven rides, which can result in the home
being “racked,” (i.e. the frame being thrown out of square); riding on unpaved road shoul-
ders, which can undermine a wide (14-, 16-, and 18-foot) home’s structure; running gear
that is reused and may not be sufficiently capable of supporting some upgraded homes’
heavier-than-normal roofs and energy efficient walls; and high driver speeds, which can
cause damage to the home from excessive movement.

Determining whether transportation actually caused a home’s problem is difficult. For
instance, if a defect in the home becomes obvious after it has been delivered, is it because of
faulty construction that was not detected earlier, an accident during its transportation, or a
construction problem that was exacerbated during transportation to the point where it be-
comes noticeable? The Manufactured Home Construction and Safety Standards deal with
this type of situation, and the particular section was identified as a problem in itself by a
HUD official during the Commission’s July 1993 meeting:

Section 903(c) of the regulations ... allows manufacturers in lieu of engineering analysis
or highway test to provide the Department with a statement that, to the manufacturer’s
knowledge, no latent damage has occurred as a result of transportation. The problem
is that manufacturers in some cases are providing certification once and say that it is
applicable to all models and designs. Therefore, in enforcement actions, we have no
engineering analysis that we can enforce against. It makes enforcement cases dealing
with transportation extremely difficult, and there have been suggestions in the past
that the regulations require that all transportation standards be based on engineering
calculations and testing.

The retailer assumes considerable responsibility in this area, inspecting homes upon arrival
from the manufacturer and requiring the manufacturer to correct any problems prior to
accepting the home. In addition to protecting its own reputation, the retailer prevents the
unlawful sale of a home that contains a noticeable defect. To provide the best customer
service, some retailers assume total control over and responsibility for the entire sales pro-
cess, from transporting the manufactured home from the manufacturer through
installation.

Subpart ] of the Federal construction and safety standards covers the general requirement
that the design of the structure of the manufactured home withstand fully the adverse ef-
fects of transportation shock and vibration. Specific requirements are listed for designing
the transportation system, including the drawbar, coupling mechanism, chassis, running
gear assembly, spring assemblies, axles, hubs and bearings, tires, wheels and rims, brake
assemblies, and lights and associated wiring.
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A State has the option of assuming several administrative roles in the Federal manufac-
tured home program concerning transportation and storage requirements. As overseers of
the intrastate highway systems, States assume responsibility for many transportation is-
sues, including: when manufactured homes can be moved within their borders, the routes
that can be used, and driver speed. States usually have specific guidelines for the transpor-
tation of 14-, 16-, and 18-foot-wide homes. State control over these and other related issues
can complicate expeditious transportation of manufactured housing when adjacent States’
requirements differ significantly. Compliance can cause delay and added expense that will
most likely be passed on to the purchaser. It should be noted that States assume the author-
ity mentioned here, whether or not they are approved as an SAA.

Several “suggested” provisions for SAA plans are listed in the enforcement regulations,
among them the monitoring of retailers’ lots within the State for transit damage, seal tam-
pering, and retailer performance generally; approval of all alterations made to certified
manufactured homes by retailers in the State to verify that the alterations did not result in
the failure of the manufactured home to remain in compliance with the standards; and the
regulation of manufactured home transportation over the road, to the extent that such regu-
lation is not preempted by Federal authority. Indeed, a major criticism of the system is
HUD's decision not to require these provisions. The Commission recommends that those
items previously suggested for regulation by the States be, in fact, mandatory.

Recommendations

The Commission recommends that:

8.1. The manufacturer shall prepare transportation and storage requirements when nec-
essary to ensure that the unit will remain in compliance with the standards under
ordinary transportation and storage practices.

8.2. The consensus committee shall establish requirements for the review of transporta-
tion loads and testing procedures to ensure that manufactured homes reach retailer
and installation sites in conformance with the national manufactured home con-
struction and safety standards.

8.3. Random inspections of retailer lots, as prescribed by the Secretary, shall be a manda-
tory activity for SAAs. In States without an SAA, HUD or its designee shall carry
out such inspections.

Training

Discussion

The Manufactured Home Procedural and Enforcement Regulations currently require DAPIA
and IPIA personnel to meet qualifications established by the American Society for Testing
and Materials (ASTM) Standard E541. Testimony before the Commission indicates that
these standards are outdated and do not adequately define the minimum requirements for
PIA personnel. In addition, the regulations only require SAA personnel to be “qualified.”
While HUD, with the assistance of the monitoring agent, has sponsored periodic training
seminars for PIA and SAA personnel, the Commission recommends that the educational
requirements for these regulatory personnel be updated. In addition, the Department should
establish voluntary educational guidelines for manufacturer quality control personnel. The
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Department should work with the proposed enforcement peer review commiittee in devel-
oping these requirements and guidelines. The Commission believes that the new warranty
requirements will provide an additional incentive for the training of manufacturer quality
control personnel.

To avoid placing additional burdens on HUD, the Commission has not recommended a
certification program for PIA and SAA personnel. It is the intent of the Commission, how-
ever, that training sponsored by the Department should include examinations to establish
successful completion of the required training program. Funds from the label fee may be
used to defray the costs of the training program. Such training should be made available to
manufacturer and retailer personnel at cost.

Recommendations
The Commission recommends with regard to training:

9.1. The Secretary shall establish voluntary educational requirements for manufacturer
quality control personnel and retailer installation inspection personnel, and manda-
tory educational requirements for PIA technical personnel, SAA personnel, and any
Federal or contract staff having technical functions.

9.2. Educational requirements will include successful completion of specified training
and a minimum competence examination.

9.3. The Secretary will establish continuing education requirements.

9.4. The Secretary or his designee will develop and implement training programs for the
monitoring agent, PIA, and SAA personnel; such programs will be made available
to manufacturers and retailer personnel at cost.

9.5. Costs of the training of SAA, PIA, and Federal personnel will be met through a spe-
cifically dedicated portion of the label fees.

Removing Regulatory Barriers and Discriminatory
Practices at the State and Local Levels

Discussion

The availability of manufactured housing has been limited by regulatory barriers and dis-
criminatory practices. largely fueled by an outdated perception of the housing itself and
the parks in which many homes are placed. Visions of run-down and unkempt “trailer
parks” and dilapidated “mobile homes” persist. despite design and quality advances that
have taken place over the past 20 vears. However outdated these attitudes are. perceptions
and fears persist.

The NIMBY syndrome. described in Not In My Back Yard: Remerimg Rarmiers o A%0vdable
Erusny. the report by the Adv isory Commussion on Reyrulatory Barriers to Affordable Hous-
ing. has clearly been evident in discrimination against manufactured housing. Defined in
the report as “opposition by residents and pubhic officials alike to additional or different
kinds of housing units in their neighborhoods and communities.” the NIMBY sindrome
often 15 widespread. deeply ingrainad in pevple. intenhionally exclusionany:. and growth-
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inhibiting. This syndrome has led to political actions that promote discrimination, particu-
larly at the local level.

It has long been an American tradition that land use be determined at the local level be-
cause that is where the effects of decisions are most directly felt. While local control has
produced many benefits in terms of quality of life, other results are less desirable: exclu-
sionary zoning ordinances, inflexible siting and infrastructure requirements, and arbitrary
restrictions against certain types of housing, particularly manufactured housing. These
results have combined to make housing less affordable for many households of all income
levels.

States and localities can work cooperatively to promote manufactured housing as a unique
affordable housing resource by enacting similar legislation and programs. The Advisory
Commission on Regulatory Barriers to Affordable Housing made several recommenda-
tions that can be applied here. Restricting the use of manufactured housing solely because
it is manufactured housing prevents the public from enjoying its full potential. States and
localities must recognize that, when appropriate conditions are met, particularly concern-
ing standards and installation, manufactured housing can be as durable as site-built or
modular housing. The affordability of manufactured housing for the consumer dictates
that States and localities revise their zoning laws to include the units where other single-
family housing types are permitted. States must decree that any size, style, or lot use re-
quirements apply to all housing regardless of type, and that any local restrictions that ap-
pear to target manufactured housing are unlawful.

States and localities must treat manufactured home communities equitably to avoid the
possibility of taxation disparity or the need for unreasonable cost outlays by park owners
to provide basic services and infrastructure. Costs are usually passed on to the residents.
It is also necessary to prohibit such practices so that manufactured home parks can be situ-
ated in more desirable residential locations than often occurs.

Also in support of manufactured housing, flexible building site requirements and appro-
priate variances should be promoted to enable affordable community development and to
encourage the practice of good design by developers (for example, the inclusion of land-
scaping, communities that include shorter and curvilinear streets, variations of home set-
backs and exterior materials, etc.). Combining these reforms with a renewed awareness of
the potential of manufactured housing as an affordable housing resource should help an-
swer the question of why manufactured housing has not been allowed to grow, develop,
and improve in the public minds’ eye, as have other housing types over time. Overcoming
the “trailer park” image will be a challenge in some communities, but enabling factors
must be put in place to allow manufactured housing to accomplish what brownstones and
bungalows have done before.

Recommendations
The Commission recommends that:

10.1. The Act should be amended to provide that a State or local government may not
exclude any manufactured home, simply by reason of its HUD label, from installa-
tion on land when other residential uses are permitted. Similar requirements should
govern manufactured housing rental communities when densities do not exceed
zoning designations.
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10.2. The Act should prohibit the use of State or local government ordinances to deny
equitable treatment with respect to tax assessments and the provision of municipal
services (such as water, sewerage, street lighting, and road maintenance) to manu-
factured housing rental communities.

Financing of Manufactured Home Purchases

Discussion

Financing of manufactured homes generally resembles automobile financing rather than
conventional home mortgage financing. As a result, manufactured home loans typically
have shorter terms and higher interest rates than conventional mortgage loans, for two
primary reasons:

B Asubstantial number of homes (37 percent in 1990) are located in rental parks, and are
not eligible for real estate financing; and

B Mostnew homes are sold by retailers, who typically do not provide access to mortgage
financing, even for those who place their homes on private property. Retailers prefer to
finance manufactured homes with conventional personal property loans, which can be
approved much more quickly because they can be disbursed before the unit is moved
and installed in its new location, thereby eliminating the need for temporary financing
to cover the period from purchase to time of installation. Also, underwriting require-
ments for personal property loans are different, and such loans are typically processed
in 1 or 2 days, compared with 30 days or more for processing and approving mortgage
loans.

Under the current financing system, homeowners lose some benefits of affordability be-
cause their monthly loan payments are higher than they would be for conventional mort-
gage financing. For example, the monthly payment for principal and interest on a 30-year,
7 percent mortgage loan of $30,000 is $200, whereas the payment for a 12-year, 11 percent
personal property loan of the same amount is $376.

Only about 10 percent of manufactured homes sold today benefit from conventional mort-
gage financing. The trend, however, is in the direction of more homes being financed with
mortgage loans rather than personal property loans. This trend reflects the increasing ten-
dency to place homes on the owner’s private property. In 1981, 33 percent of existing homes
were located on the owner’s private property, and by 1990 that percentage had risen to 39
percent. Furthermore, in 1981, only 28 percent of the new homes sold were placed on the
owner’s private property, while by 1990, 41 percent of the new homes were so placed. Some
manufacturers are becoming subdivision developers and selling their homes in the same
way as conventional site-built homes are sold.

The Commission believes that the trend toward real estate mortgage financing is economi-
cally healthy and should be accelerated. The Commission also recognizes that a significant
number of homes will be located in rental parks for the foreseeable future, and that im-
proved financing for these homes is desirable. Testimony before the Commission docu-
mented the need for financing for resident purchases of rental parks.

Over the past several years, HUD and the U.S. Department of Veterans Affairs (VA) manu-
factured housing programs have tended to be relatively little used, in part because, with
falling interest rates, private lenders were prepared to make conventional personal prop-
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erty loans without the guaranty of Federal Government insurance. The moratorium by the
Government National Mortgage Association (Ginnie Mae) on the approval of new Title I
lenders, which has been in effect for several years and was imposed due to losses sustained
by Ginnie Mae under Title ], has resulted in a further reduction of activity under HUD's
manufactured housing program. A substantial rise in interest rates could, however, result
in greater demand for these programs.

The Commission'’s financing recommendations reflect a threefold strategy. First, the Com-
mission wants HUD to make all of its housing programs available for financing manufac-
tured housing. Second, real estate mortgage financing should be used to the maximum
extent possible for manufactured housing. Third, where real estate mortgage financing is
not available, personal property loans should be available with low downpayments, and
with interest rates and loan terms much closer to those available for real estate mortgages.

The Commission encourages HUD to use manufactured housing in all of its housing pro-
grams, including the subsidized programs. Such programs include Public Housing, the
existing Section 8 rental assistance program, and the Community Development Block Grant
and HOME programs, to the extent that they are used to finance housing and the locations
are appropriate for manufactured homes.

The Commission recommends that HUD revise and extend the Title II programs, which
provide mortgage insurance for single- and multifamily housing. Simplification of the
Section 203(b) single-family program, and expansion of its use to cover homes in resident-
owned manufactured housing communities is needed. Revision of the Section 207(m) manu-
factured housing park program to make it available for resident purchase or development
of manufactured housing communities with modest downpayment requirements would
also help.

Finally, the Commission recommends that HUD and VA simplify and reduce the
downpayment requirements on their respective manufactured housing programs. They
need to review installation guidelines, to ensure that sufficient amounts are included in the
loan to cover adequate home installation costs. Ginnie Mae and HUD need to work to-
gether to revise the Title I program, which provides protection to lenders which make per-
sonal property loans, to resolve the conditions that resulted in substantial losses to Ginnie
Mae, which led to the moratorium on approval of new Title I lenders. Initial processing
delays as well as claims payment delays have discouraged lenders from using the Title I
program. Program changes should make the program more user-friendly without posing
additional risk to the Federal Government. The Commission also recommends that the
Federal National Mortgage Association (Fannie Mae) and the Federal Home Loan Mort-
gage Corporation (Freddie Mac) provide secondary market financing for conventional per-
sonal property manufactured home loans. These actions are necessary to ensure that a
dependable source of credit for homes not eligible for mortgage financing is available to
assist purchasers of affordable housing.

Recommendations

The Commission recommends that:

11.1.  HUD exercise existing authority to use manufactured homes in all mortgage in-
surance programs, the Section 8 rental assistance program, and the Community
Development Block Grant and HOME programs; Congress continue to autho-
rize the use of HUD Code homes in its Public Housing and Section 8 homeown-
ership initiatives.
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112 Direct, upfront subsidies linked to further energy-related upgrades be made
available. These subsidies might be modeled on those currently in operation for
manufactured housing in the Northwest.

11.3. Where homes are labeled as complying with the revised construction standard,
the Government National Mortgage Association (Ginnie Mae) shall be autho-
rized to guaranty pools of manufactured home 30-year mortgages; Ginnie Mae
guarantees timely payment of principal and interest to holders of securities; and
the guaranty is backed by the full faith and credit of the United States.

114. Where standard 30-year Ginnie Mae-backed mortgages do not bring interest rates
for homes complying with the revised standards down to levels comparable to
those for site-built housing because they are located in manufactured housing
communities, a Ginnie Mae special assistance mortgage purchase program
(Ginnie Mae tandem plan) shall be authorized and funded.

11.5. Congress amend the Section 207(m) program to assist resident purchase of manu-
factured housing rental communities.

11.6. HUD simplify the Section 203(b) program, so that bank participation will be
increased.

11.7. HUD revise the Title I program to simplify its administration so that bank par-
ticipation will be increased.

11.8. HUD direct Ginnie Mae to end the moratorium on Title I lenders.

11.9.  Congress direct HUD and the U.S. Department of Veterans Affairs to make their
respective manufactured home programs viable, including lower downpayment
requirements to encourage greater homeownership by low- and moderate-in-
come families.

11.10. Congress direct the Federal National Mortgage Association (Fannie Mae) and
the Federal Home Loan Mortgage Corporation (Freddie Mac) to establish sec-
ondary market programs for conventional personal property manufactured home
loans.

Cost Analysis of the Recommendations

Discussion

Since its inception, the Federal manufactured housing program has been largely self-sup-
ported, using revenues from fees assessed by HUD on each certification label attached to
each manufactured unit. The label fee, paid by manufacturers, was $19 per floor until the
late 1980s, when it was raised to the current $24 per floor.

At the State level, the SA As that enforce the Federal standards and other program require-
ments receive $9 for each floor sited in their State and $2.50 for each produced in their State,
all of which come from the HUD label fee. The majority of SAA funding, however, comes
from State revenues, especially from licensing and permit fees.

Because the purchaser of a manufactured home will ultimately bear the cost of any in-
creases in HUD-assessed label fees paid by the manufacturer, the Commission is adamant
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about keeping the costs of its recommendations reasonable. Appropriate funding mecha-
nisms to support necessary programs must be developed that maximize the benefits to the
consumers and to industry alike.

Components of the Commission’s recommendations for which funding will likely be nec-
essary, and conservative estimates of the costs, are as follows:

1.

Consensus standards-development process. The Commission anticipates that HUD
will contract with the National Institute of Building Sciences to administer the consen-
sus committee. The committee members will be charged with reaching consensus on
approval of code changes, and as such will be doing most of the work. The Commis-
sion views this body as a volunteer committee, although it recommends a nominal
stipend of $100/day for those committee members who, by reason of employment or
retirement, are not compensated for their time during committee meetings. The costs
associated with this consensus committee work include several staff positions to cover
administrative, facilitation, and research functions; travel and per diem for committee
members (and subcommittee members as necessary); funds for testing and evaluating
materials and assemblies; and general and administrative costs levied by the adminis-
tering organization. The Commission estimates that the annual cost of administering
the consensus committee may be up to $800,000. (See Consensus Committee Estimated
Annual Budget.)

HUD staff. The Commission’s recommendations have removed a key function of HUD
in the manufactured housing program—that of revising the construction and safety
standards. At the same time, HUD oversight will be required for several new activities,
specifically the warranty and State recovery fund programs. Additionally, the Com-
mission recommends that HUD staff be able to participate in various essential activi-
ties in the field, so funding for travel must be available. The Commission estimates
that the additional workload for HUD can be accommodated by three additional tech-
nical staff positions and one legal staff position with fully burdened annual salaries of
$75,000, or $300,000 total. Fifty 3-day trips per year—for monitoring manufacturing
plants and SAA offices, attending training seminars, or investigating complaints or
enforcement actions—would cost approximately $1,000 each for airfare, lodging, and
per diem. The total cost for additional HUD staffing and travel is $350,000.

State recovery funds. To date, seven States (Arkansas, Arizona, California, Florida,
Texas, Virginia, and West Virginia) have established recovery funds for manufactured
housing claims, with the minimum fund balances ranging from $200,000 to $1,000,000,
except for Texas which has a balance of $5,800,000 (and with a total fund balance of all
the recovery funds of roughly $8,000,000). These seven States account for approxi-
mately 20 percent of the new homes sited in 1992. Each State has different regulations
establishing who pays into the fund to build the balance; the variations and range of
payment are as follows:

Manufacturers—$40-$4,000 annually; average = $2,385
Retailers per lot—$40-$1,000 annually; average = $558
Retailers per home sold—$30

Salespersons—$25-$50/ home; average = $35
Installers—$500 annually

Title transaction—$1-$10 per home; average = $7
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Consensus Committee Estimated Annual Budget

Personnel
Pioject ManagenFacilitaior (1/2 lime) 45,000
Technical Congumer Analyst €0,000
2 Support Staff £0.000
Total salaries $165.000
Fringe benefits (25%) 41.250
Total personnel $206.250
Travel
15 commiliee members, 2 trips, 2 days each
Plane fare @ $700 each 21.000
Lodging and per diem @ §148/day 8,880

33 subcommittes members,’ 2 trips, 2 days sach

Plane fare @ $700 48,200
Lodging and per diem @ $148/day 19.536
Total trave! 95.616
Tesling and Evaluation 200,000
Office
Printing 6.000
Miscellaneous 4,000

(Telephone and postage inciutded in G&RA)

Total office 10,000
Subtotal 511,866
G&A (General and Administrative (41%) 209,865
Subtota! 721,731
Fee {6%) 43,304
TOTAL §765,035

1. Subcommittees might Include: interpretations, Construction, ThermalNentilation, Electrical/
Mecheanical, Fire Safsly, inatallation
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The fund balance necessary to maintain actuarial soundness and the administrative
costs to run the recovery programs are based on the number of homes sited within a
State. The costs for operating the recovery fund are broken out from the general SAA
budget in only one State (Texas), in which 5 percent of the homes in 1992 were sited and
which estimates that administrative costs will be $350,000 for fiscal year 1994. The
remaining States with recovery funds cover their administrative costs in their general
SAA budgets, which as stated above are funded by label fees and State revenues. In the
States that choose not to establish recovery funds pursuant to requirements in the
amended Act, HUD will be required to contract with a private entity to administer the
recovery fund. In such a case, HUD might provide funding out of label fees to cover
administrative costs, which could be as high as $350,000 per State, depending on the
level of manufactured home sales and sitings in each State; alternately, the costs of an
administering organization could be covered by the recovery fund fees levied by that
entity. The Commission estimates that recovery funds in the 43 States currently with-
out such programs may require a total fund balance of $10,000,000, with annual admin-
istrative costs of an estimated $5,000,000. (See Estimated Costs of State Recovery
Funds.)

Installation inspections. A number of States currently inspect some or all of the set-
ups of manufactured homes, either through the SAA office or the local building code
enforcement office, although the Federal manufactured housing program does not cur-
rently require it. Generally, the costs of inspections conducted by local code officials
are covered by permit fees paid by the homeowner, while inspections by SAA person-
nel are covered in the SAA budget. With the Commission’s recommendation that at
least a minimum level of all new home installations be mandated for inspection by
State personnel, additional funds will be required. Based on an assumption that 10
percent of the installations will be inspected, and based on the travel distance from an
SAA or code enforcement office, such an inspection may take 2 to 6 hours and cost $40
to $120 (or an average of $80) per home, at a fully burdened salary of $20/hour.

Increased training. The Commission recommends that training of SAA, PIA, and cer-
tain Federal or contract personnel be mandated, and that the same training be available
on a volunteer basis to manufacturer quality assurance personnel. Based on workshop
and seminar activities currently and previously undertaken, doubling that level of ef-
fort would satisfy the proposed increased training needs, which might include updated
SAA workshops, recovery fund administration training, HUD Code and design ap-
proval seminars, and quality assurance training. The annual cost of such additional
training is estimated at $350,000.

Retailer lot inspections. The Commission recommends that the SA As conduct annual
random inspections of the estimated 4,600 retailer lots in the United States. Based on
an assumption that 50 percent of the lots will be inspected yearly, and based on the
travel distance from the SAA office, such an inspection may take 2 to 6 hours and cost
$40 to $120 (or an average of $80) per lot, at a fully burdened salary of $20/hour.
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Estimated Costs of State Recovery Funds
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Estimated Costs of State Recovery Funds-Continued

m Administrative costs of a recovery fund are based on figures for the State of Texas (the only
State that breaks down such costs): $350 000 per annum for roughly 5 % of the new huma-
sited (1992 MHI figures), or $70,000 for each 1% of new homes.

B The recovery fund minimum balances are based on the fund levals of six existing Stale racoy-
ery funds, and exciude the seventh recovery fund that distors the trand with a $5.8 million
fund level. $2,750,000 for approximately 20% of new homes (1992 m-umas).mmrm_ y
for each 1% of new homes. )

W Huommememummmwmmm
following regions are anticipated:

New England: Cenneclicut, Maine, Massachusetts, New Hampslm: Hhodaldmd.
and Vermont

Mid Alantic: Delaware, Maryland, and New Jersey :
Plains States: Kansas, Nebraska, North Dakota, and Soutbm
Mountain States:  Alaska, Colorado, Montana, Utah, and Wyoming

Source: National Commission on Manufactured Housing Stafl.

Conclusion

Under conservative assumptions, the costs of mandatory requirements recommended by
the Commission are as follows:

Consensus committee $800,000
HUD Staff 350,000
Recovery funds’
Administrative 5,000,000
Fund balance 10,000,000
Installation inspections 2,500,000
Increased training 350,000
Retailer lot inspections 184.000
Cost of additional programs $19,184,000
Additional cost per home (@ 300,000 homes produced annually) $64
Additional cost per floor (@ 450,000 floors produced annually) $43

The above estimates of increased costs for the implementation of the Commission’s recom-
mendations are solely informational. In addition these figures are exclusive of Ginnie Mae
or other financing reforms recommended. The funding mechanisms established to cover
the cost of new tasks or functions under the national manufactured housing program may
include an increase in the HUD label fee, new licensing or registration fees, or other assess-
ments. If the current HUD label fee of $24 per floor is increased by the amount estimated
above, the total floor fee would be $67. The Commission believes that such an increase is
reasonable for these additional regulatory recommendations, since the total fees assessed
by the manufactured housing trade associations—the Manufactured Housing Institute na-
tionally and manufactured housing associations at the State level—range from $36 to $116
per home.

1. These figures assume that label fees will cover costs in the 43 States currently without State recovery
funds.
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CHAPTER 3.
Recommendations for Implementation

Legislative Actions

C ongress directed the Commission to develop an action plan containing specific recom-
mendations for legislative and regulatory revisions to current law to modernize the Na-
tional Manufactured Housing Construction and Safety Standards Act of 1974. Congress
also directed the Commission to take into account Section 766 of the National Affordable
Housing Act of 1990, as passed by the House of Representatives (H.R. 1180).

The goal of the Commission is to recommend legislative language sufficiently early to be
included in the initial 1994 housing reauthorization bill as it is marked up in the House
Committee on Banking, Finance and Urban Affairs and the Senate Committee on Banking
Housing and Urban Affairs.!

The housing authorization bill currently under consideration by Congress presents another
opportunity to incorporate needed changes in the Act. It is crucial that Congress enact the
Commission’s recommendations now because the opportunity to legislate will not come
again until 1996 (the next housing reauthorization cycle) at the earliest. Even with enact-
ment of these recommendations in 1994, many of the benefits of the changes will not be
realized until well after 1997 because of the time needed to establish the standards develop-
ment consensus committee and then to revise the standards. In addition, States must begin
the process of establishing an alternate dispute resolution (ADR) and recovery fund sys-
tem and of establishing or upgrading their installation inspection programs. The Com-
mission also believes that Congress will greatly benefit by initiating legislation during the
Commission’s tenure, so that the Commission can work with Congress to translate the
consensus recommendations into action.

Following its March 1, 1994, Interim Report to Congress, the Commission submitted draft
legislation to Congress on May 31, 1994. Congressional Committee action on the housing
reauthorization bill is under way as this final report is being written.

Once the Commission recommendations have been passed by Congress, HUD, the States,
the manufactured housing industry, and the consensus committee will have much work to
do to comply with the new statute. The following outlines the responsibilities of the af-
fected parties.

HUD Responsibility

It will be crucial for HUD to move expeditiously to promulgate regulations required by the
statute and to enhance its monitoring systems to ensure that the new recommendations are
administered properly.

1. Congress intended the Commission to complete its work in 1991 so that the recommended legislative revisions
could become the basis for legislation in the 1992 housing bill. However, that opportunity was lost dueto a
technical problem in the funding of the Commission prior to 1992.
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HUD’s first task will be to contract with the National Institute of Building Sciences to estab-
lish the proposed consensus committee. After the consensus committee submits changes to
the construction standards, HUD will be required within 12 months to adopt, modify, or
reject the proposed changes. HUD will also be responsible for approving, within 60 days of
receipt of the proposed interpretation, interpretations of the standards developed by the
consensus committee. HUD must also promulgate regulations on warranty performance
guidelines developed by the consensus committee.

HUD will need to monitor State legislative actions to establish State recovery funds and
uniform claims processes. If States fail to enact legislation to establish the recovery fund
systems, within 4 years, HUD must contract with an entity, within the State if practicable,
to fulfill that function. Itis recommended that HUD contract with the Administrative Con-
ference of the United States (ACUS) to develop model rules and procedures for the ADR
process that can be referenced by States in establishing their systems.

HUD will be required to expand and implement training programs for SAA and PIA per-
sonnel and Federal or contract staff performing technical functions. In addition, HUD must
establish a peer review committee of State and private PIAs to make nonbinding recom-
mendations to the Secretary on problems in the enforcement system. HUD is responsible
for oversight in the following areas:

B Oversee States to ensure that SAAs inspect at least 10 percent of the installations of
manufactured homes in each State;

B Monitor States to ensure that SAAs conduct targeted inspections of retailer lots or re-
quire the HUD monitoring agent to complete these inspections in States without SAAs;

B Upgrade its SAA computer database system to facilitate investigations and enforce-
ment actions after discovery of serious defects or safety hazards by the States;

B Modify enforcement regulations to upgrade requirements for quality assurance manu-
als and to accommodate recommended changes in the Subpart I notification and cor-
rection procedures;

B Make monitoring reports, the results of complaint investigations, and other enforce-
ment records available to SAAs and the interested public to a much greater degree than
it has done previously. Its current policies must be reviewed and revised to accommo-
date proposed changes in the Act; and

B Develop and provide to prospective purchasers and homeowners brochures on
consumer rights under the Act. These should be developed in cooperation with
SAAs, consumer and homeowner organizations, and industry.

Consensus Committee Responsibility

The main task of the consensus committee will be to consider, on a biennial basis, revisions
to the construction standards for manufactured housing, including minimum installation
standards. The consensus committee will also be charged with establishing specific stan-
dards for homes sited without a permanent chassis. In addition, the committee must de-
velop warranty performance guidelines to assist the SAAs and the ADR process to resolve
warranty claims. The Commission has also recommended that the committee review, and
update if necessary, the current transportation loading and testing requirements for manu-
factured homes.
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The Commission has specifically recommended that the consensus committee establish
uniform test or evaluation methodologies for the standards to determine code compliance
for materials or assemblies used in manufactured housing construction. In addition, the
committee will issue interpretations of standards on an as-needed basis. These interpreta-
tions will be binding if HUD approves them. The Commission recommends that HUD
publish the interpretations in the Federal Register to ensure wide dissemination.

State Government Responsibility

The Commission recommendations create a State-Federal partnership that enhances the
State role in protecting consumers. State governments, closer to the citizens, are best
equipped to ensure success of this program. It is now crucial that States keep consumers
informed of their rights under this new system. The States are urged to move quickly to
establish these programs. An important criterion of the Commission recommendations is
the need for States to establish and operate a recovery fund within a 5-year time limit. If
States fail to act within this period, HUD will contract with a private entity to establish such
a fund. As part of its SAA functions, each State will need to establish an ADR process to
resolve warranty disputes. A recovery fund will be required in every State to pay valid
claims where the manufacturer or retailer fails to pay for repairs found to be their responsi-
bility. To ensure compliance with warranty provisions, State SAAs or the recovery fund
agent must establish a system in which all manufacturers and retailers are registered as a
condition to sell manufactured homes in that State. The registration system must be able to
revoke the registration of any manufacturer or retailer who fails to pay a claim for which
the ADR process has assessed responsibility.

The Commission recommendations will require the States to develop or enhance their pro-
grams for inspection of manufactured home installations. They must ensure that at least 10
percent of the installations in each State are inspected by SAA personnel or appropriate
building officials for compliance with the appropriate installation requirements. States will
also need to establish systems to conduct inspections of retailer lots at least biennially to
inspect homes being stored for marketing.

Industry Responsibility

The recommendations on warranties will require manufacturers and retailers to revise or
develop new warranties that cover the items required by statute. Industry associations
may wish to assist compliance by developing model documents. Retailer personnel must
be conversant with the new warranty requirements since they are the first point of contact
for most purchasers. It is important that the information they provide be accurate.

The chances for State enactment of recovery funds would be greatly enhanced by the sup-
port of industry associations. The Manufactured Housing Institute (MHI) supports finan-
cially sound recovery systems. MHI believes that States should create recovery funds and
ADR systems to allow the resolution of warranty disputes, particularly when companies
go out of business.

An important area for industry attention is the improvement of installation manuals and
the training of installers. MHI has published the Mode! Manufactured Home Installation Manual
as a reference for manufacturers. Once the consensus committee has developed a mini-
mum national installation standard, manuals may need to be revised to reflect these re-
quirements. Manufacturers may wish to have DAPIAs review such documents for con-
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formance with the national and any additional State and local requirements. Equally im-
portant is the need to ensure that installation personnel are fully aware of the new require-
ments. It is the Commission’s hope that the training of retailer and installer personnel will
be a significant focus of attention for the industry.

Complementing the development of a minimum national installation standard is the need
to present the installation guidelines in homeowner manuals clearly, in easily understood
language and graphics. Manufacturers should provide installation guidelines that are spe-
cific for each manufactured home model they produce. Homeowner manuals, in general,
should be periodically updated to reflect changes in products, procedures, and require-
ments for home maintenance. It is also recommended that, along with providing current
SAA addresses and telephone numbers in homeowner manuals, a description of SAA pur-
poses and the role they play in homeowner satisfaction be included.
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APPENDIX A
Comments of Minority Commissioners on
the Final Report of the National Commission
on Manufactured Housing

Overview

These comments are submitted by the six Commissioners who voted against approval of
the final report at the meeting of the National Commission on Manufactured Housing on
May 26, 1994, in Washington, D.C. The Commissioners listed below include all four indus-
try members, one building code official and one elected official. They are:

Edward Hussey, Jr.
William H. Lear
Patrick Kennedy
Steve ]. Logan
David R. Scarponi
Rod Taylor

The final report and the recommendations set forth in it should not be viewed as the report
of the Commission as a whole but only the report of ten of the seventeen Commissioners.
The vote was 10in favor, 6 opposed and the U.S. Department of Housing and Urban Devel-
opment (HUD) representative abstained. The Commissioners voting in favor of the final
report were all from the public and consumer sectors. The recommendations they are pro-
posing will create a more bureaucratic program with more oversight responsibility given to
the federal government in areas traditionally administered well by the states. The six Com-
missioners voting against the final report participated in the Commission meetings for al-
most two years in high hopes of producing a consensus report designed to move manufac-
tured housing into the 21st Century without shackling it with a cambersome federally con-
trolled bureaucratic system.

The six Commissioners (hereafter referred to as the “minority”) voted against the final re-
port as a whole because it contains major flaws that are so interwoven as to make editorial
comments inadequate. The final report, in many instances, presents an inappropriately
negative tone without adequately pointing out the positive aspects of the current system
and practices that produce the most affordable unsubsidized housing in the country. Often
rationalizations are overstated in order to justify the proposals being put forward. Further-
more, in many instances the final report goes beyond or simply does not adhere to areas of
consensus reflected in the interim report.

One of the major problems is that the Commission exceeded the scope of its Congressional
authorization by actually drafting a proposed legislative package. The minority was very
concerned with the high priority placed by the other ten Commissioners (hereafter referred
to as the “majority”) on speeding through the legislative process to have their recommen-
dations incorporated into the 1994 housing bill without due legislative deliberation includ-
ing any hearings. This gave the minority grave concerns that this critical legislation with
such dramatic impact on an entire industry would be adopted and implemented without
time for thorough analysis and deliberation. To compound this problem, the Commission-
ers worked on the proposed legislative package prior to approving the final report. This is
certainly a case of putting the “cart before the horse.”

84



Comments of Minority Commissioners

On the first day of the Commission’s May 1994 meeting, the industry Commissioners pre-
sented the National Commission with the industry’s list of critical issues and problems
with the final report. Among other things the Commissioners noted that:

HUD's role would be increased under the recommendations even though the Commis-
sioners, throughout their meetings, unanimously recognized HUD's spotty regulatory
record regarding manufactured housing as a major systemic problem. Therefore, it is
totally inappropriate for the Commission to recommend legislation that would grant
HUD significant additional authority in areas including installation, warranty stan-
dards, recovery fund monitoring and training. The recommendations contained in the
final report would exacerbate the excessive delegation of authority to private contrac-
tors that is identified as a systemic problem.

The final report’s recommendation’s would bring about a major loss of regulatory au-
thority currently held by state governments in the areas of installation, warranty stan-
dards, and recovery fund administration.

The report would require retailers, many of whom currently offer no warranty protec-
tion, to suddenly provide a five-year extended warranty for defects affecting the struc-
tural integrity of the home caused by installation or transportation arranged by the
retailer.

The recommendations would establish a federal minimum installation standard to be
incorporated into the HUD Code.

The recommendations would require HUD to approve all state recovery funds for com-
pliance with federal criteria and if not approved in four years HUD would administer
such a fund in those states - most likely through a contractor.

The report fails to fully decriminalize the National Manufactured Housing Construc-
tion and Safety Standards Act of 1974 (the Act).

The report fails to provide any protection of confidentiality of certain documents pro-
vided to HUD and its monitoring agent by manufacturers and retailers.

Finally, as Secretary Cisneros pointed out in his letter dated May 4, 1994, to Commis-
sion Chair Helen Boosalis, there is an “absence of a complete assessment of the label
fees and home cost increases that would be associated with the changes advocated in
the Report.” Without such an analysis of the cost impact on the home of the recommen-
dations, the report is fatally flawed.

During the May 1994 meeting, the majority substantially revised the draft final report and
made many changes which are contrary to the recommendations contained in the interim
report. The minority strenuously opposes these changes. Among these, two extremely
critical changes are:

The requirement that a home be sited on land owned by the homeowner before the
permanent chassis can be removed; and

The increase in the amount of fines in Sections 611 and 621 from $1,000 per violation
to $5,000 per violation and for willful violations by corporate officers from $1,000 to
$100,000; and the change to allow HUD to handle the civil penalties administratively.

Even though the minority could not vote in favor of the final report, there are many areas
and recommendations that they do support and regarding which there is a consensus. These
include; permitting the removal of the “permanent” chassis, the recommendations designed
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to expand the availability of financing for manufactured housing and those regarding the
removal of regulatory barriers and discriminatory practices at the state and local levels to
the installation of manufactured housing when other residential uses are permitted.

This minority report will first explain the Commissioners’ general objections as set forth
above and then detail specific objections to provisions contained in the final report. For
greater ease of reference, general objections will be discussed by following the chapter se-
quence of the final report.

Purpose of the Act

The recommendation of the final report for the wording of a new statement of purpose for
the Act has been detrimentally changed from the statement of purpose set forth in the in-
terim report. The following changes should be made in the statement of purpose to reflect
the language in the interim report:

B Thesecond purpose should read: “To promote innovation and affordability, new manu-
facturing standards should encourage cost-effective construction techniques that also
minimize the long-term operating costs of manufactured housing to consumers.”

B The third purpose should read: “To expand the availability of this important home
ownership opportunity, all levels of government should develop financing, zoning,
and public services policies that remove regulatory barriers to equivalence between
manufactured housing and other types of housing.”

This language is critical because of the need to emphasize the importance of maintaining
the affordability of manufactured housing and expanding its availability. It is particularly
necessary to state that new standards must promote innovation and affordability because
of the recognized failure of other standards-making bodies in evaluating cost when pro-
mulgating standards.

Procedures and Process for Standards Development, Revision,
Adoption, and Interpretation

In general, the minority Commissioners agree that the National Manufactured Home Con-
struction and Safety Standards should be updated through a consensus process. However,
they are opposed to the selection, in the final report, of a specific organization to administer
the consensus committee. Under Recommendation No. 2.3, the National Institute of Build-
ing Sciences is chosen to administer the consensus committee. This selection occurred when
legislative language was being drafted and before presentations were made by the Ameri-
can Society for Testing and Materials (ASTM) joined by the National Fire Protection Asso-
ciation (NFPA), the Council of American Building Officials (CABO) and the National Insti-
tute of Building Sciences (NIBS). There was inadequate time to review the credentials of
each organization and fully evaluate the pros and cons of their presentations. Furthermore,
there was inadequate time to review, evaluate and verify the cost information presented for
performing this function. For these reasons, the minority believes that it was inappropriate
for the Commission to go forward with a vote on selecting one of the organizations at its
May 1994 meeting.

Under Recommendation No. 2.4 of this section, members in the “user” and “general inter-
est” categories, other than PIA personnel, shall have no financial interest in the manufac-
tured housing industry. The term normally used is that participants should not have a
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“significant” financial interest. To prohibit any financial interest limits the committee’s use
of many individuals with vast expertise regarding manufactured housing such as academ-
ics who also perform research for the industry and others on a consuitant basis. For the
“user” category, it means that home financier and insurer interests would be inappropri-
ately grouped with home producers.

In addition, Recommendation No. 2.5, that the consensus committee have staff resources
that include one consumer technical analyst is opposed as an unnecessarily costly man-
date. As will be discussed further under other sections, the minority also opposes the dele-
tion in the final report of the following interim report recommendation:

The consensus committee shall assume the role of Secretariat of ANSI
Standard A225.1.

Warranty and Recovery Fund Protection for Homeowners

Several of the minority’s major objections are covered under this section. The recommen-
dations contained in this section greatly expand HUD's responsibilities over the manufac-
tured housing program. This expansion of HUD's role is recommended by the majority in
spite of the identification by both the majority and minority that HUD's handling of its
responsibilities as a regulator is one of the major systemic problems. In fact, the final report
concludes that HUD has not adequately performed its responsibilities of establishing and
updating standards or enforcing the Code. Therefore, it is totally inappropriate for the
Commission to be recommending legislation that would grant HUD significant additional
authority in the areas of warranty standards, state recovery fund monitoring, and the re-
quirements for establishing the new claims process.

Currently, many states have requirements concerning manufactured home warranty cover-
age by manufacturers, retailers, and installers. Under the Commission’s Recommendation
No. 3.2, the consensus committee would develop minimum federal warranty requirements,
not “guidelines.” Because all warranty requirements developed by the consensus commit-
tee are subject to HUD's modification or rejection, HUD would then exert control over the
warranty requirements. Since the inception of the HUD Act, however, the states and indus-
try have performed this function very well without federal oversight.

HUD's role s also increased under the proposed alternate dispute resolution process (ADR)
set forth in Recommendation No. 3.3 because HUD would be required to contract with the
Administrative Conference of the United States “to develop rules, principles, and proce-
dures to assist the states in designing the ADR process.” Even in this claims processing
area, which many SAAs have handled so well over the years, HUD will now have oves-
sight responsibility. This section is replete with examples of recommendations that would
give HUD more control and responsibility and, at the same time, take away responsibility
and authority from the states. The areas of HUD's increased responsibility are boldly set
forth in the final report under the section entitled “HUD Responsibility.” This section illus-
trates a key concern of the minority with the report. Specifically, the majority seeks to have
it both ways. On the one hand, it blames HUD for many of the inadequacies of the pro-
gram. On the other hand, it seeks to remedy these deficiencies by heaping even more re-
sponsibility upon HUD. The majority accordingly is attempting to cure a problem with
even greater doses of the cause of the problem—a result that is both anomalous and directly
contrary to the evidence before the Commission.

The minority also opposes recommendations that would assert HUD's control over state
recovery funds. Seven states have already adopted such funds and the Manufactured Hous-
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ing Institute (MHI) has approved a Proposed Model Recovery Fund Program for states to
review. The final report Recommendation No. 3.4 however, would interpose HUD and its
contractors into this state process by requiring the funds to meet federal statutory require-
ments and providing that HUD shall contract with a private entity to administer a recovery
fund in any state that does not enact legislation within four years and implement a recov-
ery fund within five years. HUD would have the responsibility of approving the state
recovery fund programs. This means that these no longer would be state-based programs
but a federal recovery fund program, with extensive authority delegated to private
contractors.

Another problem, besides HUD's expanded role, regarding the establishment of state re-
covery funds is the proposal that state recovery funds obtain mandatory private reinsurance
within seven years. This mandate, however, is proposed without any assessment of its cost
impact or practicality.

Finally, the minority opposes the five year retailer warranty for structural defects caused by
installation or transportation as arranged by the retailer set forth in Recommendation No.
3.1. This is a case of too much, too soon. Many retailers currently do not provide a one year
warranty for installation and transportation; therefore an agreement to provide such a war-
ranty is a major first step. The consumer representatives contend that they want a “seam-
less warranty,” but the implementation of such a concept is both unenforceable and costly
to government, small business, and the homeowner. It is detrimental to the continued
existence of independent retailers. It would be better to establish a requirement that will be
implemented by broad-based consensus than to establish a requirement that small busi-
nesses cannot implement.

The Permanent Chassis Requirement

The final report has made a critical change to the interim report’s recommendation con-
cerning the permanent chassis, which greatly hinders this recommendation’s usefulness.
The interim report recommendation, which the minority supports, simply states:

The definition of a manufactured home under the Act should be modified to eliminate
the requirement that permanently sited homes be “built on a permanent chassis”
subject to standards developed by the consensus committee.

The final report, however, in Recommendation No. 4.1 was revised by the majority to add
the requirement that the land must also be owned by the homeowner before the permanent
chassis can be removed. Such a requirement prevents the removal of the permanent chassis
for homes permanently sited in land-lease communities with long term leases that exceed
the term of the mortgage. This restriction prevents the continued development of these
manufactured home land-lease communities, which is one of the most affordable housing
forms available. These land-lease manufactured home communities are consistent with
good modern planning practices; and adding the requirement that the land must be owned
by the homeowner does not recognize the advances in the development of manufactured
home land-lease communities.

Installation Standards and Inspection

The minority strongly opposes the establishment of a federal minimum installation stan-
dard to be included in the HUD Code as well as leaving to the HUD Secretary’s determina-
tion the number of installation inspections that would be required as set forth in Recom-
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mendation Nos. 5.1 and 5.5. The minority is very concerned about increasing HUD's role
to the detriment of effective state installation programs. Currently, 31 states already have
installation regulations in effect. Seventeen states currently license installers. Even in those
states that do not have statewide standards, many metropolitan areas enforce local installa-
tion standards. As noted in the final report, the industry has made a concerted effort to
support passage of state installation standards, and several more states are currently in the
process of developing theirs.

The final report’s installation and inspection recommendations differ sharply from those of
both the interim report and the draft final report sent to the Commissioners prior to the
May 1994 meeting. The interim report simply states that the consensus committee should
seek to become the Secretariat for the ANSI A225.1 installation standard. The interim re-
port proposes that states establish an enforcement system to monitor at least 10 percent of
all manufactured home installations each year. The interim report did not recommend the
establishment of a federal standard nor did it leave to HUD's determination the number of
installation inspections that would be required.

Furthermore, the draft final report did not recommend that the consensus committee de-
velop an installation standard that would be included in the HUD Code. Instead it recom-
mended that:

B The national consensus standard ANSI A225.1-1994, “Manufactured Home Installa-
tions,” become the vehicle for establishing a minimum national standard for the
nation.

B Manufacturers shall model their installation instructions after ANSI A225.1.

B The states shall pass legislation requiring that every new manufactured home be in-
stalled in accordance with the manufacturer’s installation instructions.

B The states shall enforce the installation program by inspecting a minimum of 10 per-
cent of new inspections.

The minority supports leaving in place the current state-based installation programs by the
adoption of the above recommendations instead of the recommendations on installation
standards and inspection contained in the final report. Obviously, installation conditions
vary from state to state. For this reason, state governments are in a better position than
HUD to assess the installation needs of homes sited within their borders. Thirty-one states
already require that manufactured homes be installed in accordance with the manufacturer’s
installation instructions. These state installation programs have been successful and should
not be usurped by the federal government.

Enforcement

1t is the understanding of the minority that it was the intention of the Commission to rec-
ommend the decriminalization of the provisions of the Act. The final report in Recommen-
dation No. 7.3 recommends that penalties under Section 621 be decriminalized buit fails to
decriminalize Section 611 of the Act.

The final report has set forth totally new recommendations under “Enforcernent Remedies,”
which were not contained in the interim report or the draft final report. The minority strongly
opposes the Recommendations in No. 7.3:

B To increase the potential fines to $5,000 per violation in Section 621;

®  To increase the civil penalties under Section 611 from $1,000 to $5,000 per violation;
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® Toincrease fines for willful violations by corporate officers from $1,000 to $100,000; and
® To require that civil penalties under Section 611 be handled administratively.

At no time during the Commission’s deliberations was there any evidence placed in the
record which would support the need for increasing fines and civil penalties under the Act.
Indeed, there was little or no information on HUD's use of the current Act’s provisions
regarding civil and criminal penalties. This means that the recommendations for increas-
ing these penalties are totally unfounded and unwarranted.

In addition, because there is no information on HUD'’s attempts to invoke civil and crimi-
nal penalties under the Act by pursuing a judgment in court, there is no reason to support
requiring HUD to now assess civil penalties administratively. It adds another responsibil-
ity to HUD's Office of General Counsel when the final report states that there is only one
staff year of attorney support services devoted to the manufactured housing program. Fi-
nally, the SAAs have the authority in their own states to seek civil penalties and many
states can revoke and suspend manufacturers and retailers licenses to dobusiness. In short,
there are adequate enforcement tools under the Act and with the states without increasing
penalties and allowing HUD instead of the courts, which guaranty certain due process
protections, to impose them.

Recommendation No. 7.5 of this section states that “Monitoring reports, the results of com-
plaint investigations, and other enforcement records are public records and should be ac-
cessible to SAAs and interested citizens.” This proposal however, fails to provide any of
the current provisions for protection of the confidentiality of certain documents provided
to HUD and its monitoring agent by manufacturers and retailers. This will force manufac-
turers and retailers to incur the cost of litigation to obtain protection for privileged docu-
ments instead of cooperating with HUD and its monitoring agent.

The final report in this section includes a totally new provision which was not contained in
the interim report. It recommends that “Current provisions under the Act and regulations
for optional State participation in enforcement activities shall be strengthened to enable
states to assert some enforcement authority without establishing an SAA.” This would
serve to substantially undermine the recommendation that “HUD shall retain primary re-
sponsibility and authority for the enforcement system,” and erode the uniformity of the
current system—a comnerstone of the existing system. It would also devolve significant
authority to state regulators without simultaneously requiring the infrastructure and pro-
cedures necessary to ensure proper enforcement.

Finally, the final report is internally inconsistent with regard to the role of HUD contractors.
On one hand, the report recognizes HUD's substantial dependence upon contractors and
the problems that have resulted from that dependence. At the same time, however, it rec-
ommends significant increases in the scope of HUD's authority—much of which will be
devolved upon contractors.

In effect, then, the final report plays lip service to the industry’s concern over excessive
delegation of authority to contractors, but then endorses and underwrites that practice in
such diverse areas as recovery funds, installation inspections and warranties.

Cost Analysis of the Recommendations

The minority agrees with Secretary Cisneros’ May 4, 1994, letter to Chairperson Boosalis
which states in part, “the Department is concerned by the absence of a complete assess-
ment of the label fees and home cost increases that would be associated with the changes
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advocated in the Report.” The final report is totally silent on the cost impact on the home of
the Commission’s recommendations. Furthermore, the costs associated with the recom-
mendations do not take into account the cumulative cost effect of these changes along with
the costs associated with HUD's new energy and wind safety standards.

The final report differs from the draft final report by adding $350,000 for additional HUD
staff in recognition of HUD's increased role under these proposals. However, the final
report fails to consider the additional funding which will be required for the SAAs to fulfill
their additional responsibilities. Moreover, as noted above, the entire concept of expanding
HUD's authority contradicts the Commission’s identification of systemic problems.

The final report also includes $800,000 in funding for the consensus committee. Because of
the lack of cost information received from the four organizations interested in being se-
lected as the administering organization, this however, $800,000 amount has not been ad-
equately evaluated or justified.

Finally, the minority agrees with Secretary Cisneros’ further statement in his May 4, 1994,
letter in which he states, “Because any cost increases should be justified by improvements
in the quality of the homes, it is difficult to endorse or evaluate fully all the Commission’s
recommendations without a reliable estimate of the impact on housing affordability.”

Recommendations for Implementation

The minority Commissioners disagree with the stated goal that the Commission’s recom-
mendations be incorporated in pending 1994 housing legislation. They believe that there is
a crucial problem with going forward with the final report recommendations on such a
rapid schedule even before the final report itself is complete and submitted to Congress.
Because this report recommends such vast changes from how the industry currently oper-
ates, it would be impossible and undesirable for the industry to absorb so quickly such a
major restructuring of its operations.

Conclusion

The six Commissioners voting against the final report have submitted this minority report
to set forth their reasons for dissenting. Even though there are some recommendations
contained in the final report which the minority supports, the minority has concluded that
because of major flaws and certain recommendations which they strongly oppose, they
could not approve the final report.

This minority report has set forth the major areas and reasons of disagreement with the
final report. The Commissioners’ reasons for disapproval of the recommendations dis-
cussed above and the final report can be summarized as follows:

® The final report has not been properly reviewed by the entire Commission before its
publication. Only a subcommittee of three of the majority were assigned to review and
edit the report for the Commission;

®  The recommendations of the final report opposed by the minority are not based on the
facts available to the Commission; and therefore ignore reality;

B Thecited recommendations are detrimental to both homeowners and the industry, and
will not‘achieve the objectives for which they are purported to meet; and

B Finally, the majority did not fulfill the Commission’s legislative charter by obtaining
statistical data to support the need for the cited recommendations or the feasibility of
implementing such recommendations.
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Based on the above, the minority respectfully requests that Congress not go forward with
any of the proposed statutory changes to the Act recommended by the majority until the
opposition, as expressed in this report, has been resolved and consensus has been achieved.

Specific Concerns and Comments on Final Report

In addition to the general concerns and objections to the final report expressed by the mi-
nority in the previous section, the minority has specific concerns and comments on the final
report. These concerns and comments are addressed in this section as they correspond to
the chapters and pages of the final report.

Because of the many revisions which were made after the May 1994 meeting to the draft
final report and the limited time given for review of the final report, which was not distrib-
uted until June 24, 1994, for comment by the minority on or before July 7, 1994, it was
extremely difficult to make the necessary comparisons and identify all possible changes.
However, as shown below, the minority has identified many statements thatare inaccurate,
mere conjecture, misleading, or far afield of the interim report’s recommendations. With
the number of critical concerns identified, it makes it imperative that Congress refrain from
taking any action on the final report as it is currently presented.

Executive Summary
1.1. Introduction.

B Page 1, paragraph 3: There is a problem with using the phrase “comparable to other
forms of housing.” In many cases at least, manufactured homes are substantially less
expensive than site-built homes and in fact no “comparable” site-built homes are in
existence for many of the low-priced single section homes the industry sells by the
thousands. The goal of national housing policy should be to produce decent, safe hous-
ing for people at a price they can reasonably afford, with the performance of basic
systems being comparable from the standpoint of safety and function to those of other
forms of housing. The minority is concerned that this phrase is imprecise and could be
misinterpreted or abused.

1.2. Purpose of the Commission.

B Page 9, paragraph 4: The statement that begins, “The Commission looks forward to
working with Congress . .. .” should be deleted because the Commission ceases to exist
on September 30, 1994.

B Page9: The report needs to include the requirement of HUD to consult with the Com-
mission on the development of a new federal standard for hardboard panel siding on
manufactured homes, which was mandated by Congress in 1992.

1.3. Reform Strategy.

B Page9: In the first paragraph under “Reform Strategy” delete the sentence: “Another
is to change the incentive system to induce manufacturers and retailers to deliver excel-
lent service.” These recommendations should not be considered based on changing
the incentive system for inducing excellent service. This is also true of page 10 for the
first sentence.
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Page 10: In the first paragraph, the minority is concerned that placing the warranty
requirements in federal law gives too much authority to HUD and its contractors in
derogation of the states’ role.

Page 10: In the third paragraph, the inclusion of a federal installation standard under
HUD control would dramatically increase the authority of HUD and its contractors
again in derogation of state authority.

Page 10, paragraph 4: As discussed in this report, the minority opposes the treatment
of monitoring reports and other enforcement records as public records.

Page 10, paragraph 5: The minority agrees that the final report recommendations “ex-
pand HUD'’s oversight role,” and they strongly oppose such an expansion as being
inconsistent with the systemic problems identified in both the interim and the final

reports.

Pages 10-11: In the last paragraph under “Reform Strategy” the final report claims that
the average cost of a home to the homeowner would raise “only a very modestamount.”
As discussed in the minority report, there is no analysis in the report to support any
conclusion as to how much the recommendations would cost the consumer.

1.4. Recommendations.

Pages 11-18: The minority’s problems with and opposition to specific recommenda-
tions will be discussed below.

Chapter 1: The Regulatory System for Manufactured Housing

2.1. History of the National Manufactured Housing Construction and Safety
Standards Act.

Page 19, paragraph 3: Michigan should be deleted from the list of states which had no
inspection enforcement mechanism in 1974. It would be best not to include names of
states listed in this paragraph.

Page 20, paragraphs 1 and 3: The complete provision of the Act should be quoted as
the “highest standards of protection, taking into account existing state and local laws
relating to manufactured home safety and construction” wherever it is referenced.

2.2, Overview of the Regulatory System.

Page 21, paragraph 2: The second sentence should state “The MHCSS contains perfor-
mance criteria for structural and thermal components and the remainder is a combina-
tion of performance and prescriptive criteria.”

Page 22, paragraph 2: In the sentence that begins “Before a manufacturer ....” the word
“construct” should be changed to “deliver.”

2.3. Identification of Systemic Problems.

Page 31, paragraph 2: Delete “HUD has not done either adequately.” Instead state the
following: “HUD has done adequate inplant monitoring.”

Page 31, paragraph 3: The minority does not agree that the APA, in itself, is a “prob-
lem.” HUD is no different from any other federal agency in being required to comply
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with the APA. Moreover, the procedural requirements of the APA provide due process
safeguards to all participants in the regulatory process that unlike other types of hous-
ing is not currently consensus-based. To the extent that there have been procedural
difficulties in adopting new standards, they have resulted from HUD’s promulgation
of unreasonable proposed standards and public opposition thereto.

Page 32: Delete the term “Comparability” from the heading.

Page 32, paragraph 5: This paragraph also needs to include a discussion of the material
cost difference between a multi-section HUD Code home and an identical BOCA Code
home.

Page 33, paragraph 3: The HUD Code does cover transportation in Subpart | of the
Standards.

Page 33, paragraphs 4 and 5: In the fourth paragraph, delete the sentence beginning
with “Some SAAs” and ending with “considerable” because it is purely speculative.
Paragraph 5 should be deleted entirely because it is also only conjecture.

Page 34: The entire section on “Preemption” should be revised because it fails to dis-
cuss the positive aspects of preemption. The last paragraph on preemption should be
totally deleted.

Page 35: In the first paragraph under “Level of Accountability,” there should be added
at the end of the sentence, “When the manufacturer or retailer goes bankrupt, however,
the homeowner is left without a safety net,” the following, “the same as a site-built
housing builder.” Also it should be added that some states have bonds and other rem-
edies.

Page 36: In the first paragraph under “Lack of Adequate Consumer Information,” this
report should not be comparing manufactured housing to “other mass-produced prod-
ucts” because the objective is to recognize it as housing.

Page 35, paragraph 4: The minority Commissioners do not agree that the current sys-
tem is characterized by a “lack of accountability,” unless the majority is referring to the
relationship between HUD and its contractors. The remainder of this paragraph is
anecdotal.

Page 36, paragraph 4: At the beginning, delete the phrase “Dissatisfaction with the
preemptive HUD Code” because this is not a principal reason for discriminatory prac-
tices. The main reason is that the product is built in a factory to a different code.

Chapter 2. Recommendations

3.1. Purpose of the Act.

Pages 37-38: Regarding the recommendation requiring that manufactured homes yield
levels of performance comparable to other forms of housing, the same comment is ap-
plicable here as discussed under the “Introduction” of the Executive Summary above.

Page 37: In the final report the sentence “In addition, the Department is responsible for
conducting, as part of its review process, cost-benefit analysis of all consensus-devel-
oped recommendations,” should be included as it was in the draft final report. It should
be enhanced by stating that such an analysis “must be realistic and honest, rather than
being results-oriented.”
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Page 38, Recommendation No. 1.1, paragraph 3: The phrase “long-term operating loss” is
vague and inherently subjective. As a result, it is inappropriate for inclusion in the Act.

3.2. Procedures and Process for Standards Development, Revision, Adoption and
Interpretation.

Page 39, last paragraph: The final report contains the following with which the minor-
ity does not necessarily concur: “The Commission concurred, however, with the more
stringent energy conservation measures that will take effect in the HUD Code in the
Fall of 1994.” There was no official vote of the Commission to this effect.

Page 40, last paragraph: Commissioner’s quote should be deleted as not germane and
superfluous.

Page 41, paragraph 3: Delete the sentence which states, “The HUD Code omits instal-
lation standards.” This is not the reason that set-up is a serious problem. Furthermore,
this is not completely accurate. The HUD Code requires each manufacturer to include
set-up instructions in its consumer manual for each home. Under windstorm protec-
tion, each manufactured home must have provisions for support and anchoring sys-
tems. The problem is not with the existence of installation standards by HUD or the
states but with their enforcement.

Pages 42-43: The minority report addresses the problems with certain recommenda-
tions in this section.

3.3. Warranty and Recovery Fund Protections for Homeowners.

Page 43, paragraph 5: The discussion of extended warranties is too cursory and per-
haps misleading. The cost and exclusions should be compared to site-built housing
warranties at a minimum.

Page 43, paragraph 6: It is inaccurate to state that manufactured homes are “usually”
transported from the factory to a retailer’s lot first. This is the way it used to be.

Page 44, paragraph 2: This discussion seriously understates the remedies available to
homeowners and the knowledge of avenues to obtain assistance. “Authority to inter-
vene under state law” may vary, but it exists in every state with which the minority is
familiar and is utilized in an effective manner by most state authorities.

Page 45, paragraph 2: As discussed in the minority report, the 5-year retailer warranty
for defects in structural systems arising from transportation or installation performed,
arranged or contracted by the retailer is unacceptable.

Page 45, paragraph 3: In cases where the homebuyer undertakes his or her own site
preparation, it needs to be made clear that footers should be included in site prepara-
tion. Furthermore, if the homebuyer fails to provide a proper site preparation certifica-
tion the retailer should not be required to provide even a 1-year installation warranty.

Page 45: In the last paragraph, the report should still include the proposal to require
manufacturers to provide a 10-year, insurance-backed warranty as an alternative.

Page 47, the third full paragraph: The sentence stating, “HUD would be required to
make a determination of conformance (of the state recovery fund) based on the statu-
tory requirements,” illustrates HUD's increased role under these recommendations for
the warranty and recovery fund programs. States would no longer have the flexibility
to establish their own warranty requirements and recovery funds. To increase HUD's
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role in these areas is counterproductive. At a minimum, the existing state recovery
funds should be grandfathered.

Page 47, last paragraph: The mandatory requirement for private reinsurance after seven
years should be deleted as unnecessary and too costly.

Page 48, paragraph 1: The final report recommendations should contain the following
sentence which was included in the draft final report: “Further, the funds would notbe
liable for judgments derived from litigation.” The minority also proposes providing
for some nominal charge to whoever initiates the arbitration process.

Page 48, paragraph 2: The final report recommends that HUD contract with the Ad-
ministrative Conference of the United States to assist the states in designing ADR sys-
tems. This recommendation is not contained in the interim report and gives HUD an
unnecessary additional responsibility. The states are quite capable of designing their
own ADR systems.

Page 49: See above comments on opposition to 5-year retailer warranty.

Page 50, Recommendation No. 3.2: See above opposition to Consensus Committee
developing minimum warranty requirements. This Recommendation now states that
these are “requirements” not “guidelines,” which is inconsistent with the interim re-
port. Moreover, the degree of governmental intrusion into the market place reflected
by this recommendation is both excessive and unwarranted.

Page 50, Recommendation No. 3.3: See above comments regarding the claims process.

Page 51, Recommendation No. 3.4: The state recovery funds should not be required to
be approved by HUD and should not be required to be reinsured after seven years.

Page 51, Recommendation No. 3.5: If a state has licensing requirements for manufac-
turers and retailers, there is no need for a separate registration.

Page 51, Recommendation No. 3.6: This data collection and dissemination recommen-
dation should be deleted as unnecessary and another costly requirement for HUD to
perform.

Page 51, Recommendation No. 3.7: HUD should not be charged with the responsibility
of making determinations as to whether existing recovery fund or bonding programs
are preempted. They should be automatically grandfathered.

3.4. The Permanent Chassis Requirement.

Page 52: In the second sentence of the third full paragraph beginning, “Opposition to
the proposed Hiler Amendments . . .” after “Federal regulation” at the end of this sen-
tence add “because of the competitive threat.”

Page 53, paragraph 1: The minority believes the savings to the buyer with a removable
chassis floor system to be greater than the amounts stated.

Page 53: In the last paragraph of this section, it should be added that the Commission
also recognized the aesthetic value of allowing the removal of the chassis.

Page 53, Recommendation No. 4.1: The minority objects to the change from the interim
report to the final report which ties removal of the permanent chassis to homes perma-
nently sited on land owned by the homeowner. The minority’s reasons are explained above.
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3.3. installation Standards and Inspection.

Page 54, paragraph 2: Delete the following unsupported comment: “That obviously
reflects a very small percentage of consumer complaints . . .” because it is unsupported.

Page 54, paragraph 3: This paragraph should also include a discussion of the standard-
ized installation manual created in North Carolina, which has been useful.

Page 55, last paragraph: At the end of the last sentence add “and a number of states do.”

Page 56, paragraph 5: The minority objects to the inclusion in the final report of the
paragraph not contained in the draft final report about HUD undertaking review of its
longstanding position regarding its lack of authority to regulate installation. The Com-
mission must base its recommendations on how HUD is now interpreting its authority
over installation.

Page 56, last paragraph and page 57, paragraph 1: These paragraphs have been sub-
stantially changed by the majority from the language of the interim report and draft
final report. Asdiscussed above, the minority strongly opposes the establishment of an
installation standard to be included in the HUD Code and permitting the HUD Secre-
tary to determine the minimum number of installation inspections to be performed by
SAAs.

Page 57: Recommendations Nos. 5.1 and 5.5 have been substantially revised from the
interim and draft final reports. (See above for the discussion on these recommenda-
tions.) Furthermore, states with existing installation standards should be grandfathered.

3.6. Design Reviews and Production Surveillance.

Page 58: The third party inspection system needs to be explained better. The third full
paragraph beginning with the words, “An area of concern . . .” illustrates the lack of
accurate representation of this system.

3.7. Enforcement.

Page 60, paragraph 2: The 7000 consumer complaints annually should be placed in the
proper perspective. There are seven million homes sited, so these complaints represent
1/10 of 1% of all manufactured homes sited.

Page 61, paragraph 3: The minority disagrees with the conclusive statements in this
paragraph. Permitting individual manufacturers to develop test protocols prevents
delay which cuts costs and relies on the innovation of private enterprise. In addition,
the DAPIA Technical Advisory Group was established as an effective and efficient means
of handling interpretation issues when HUD failed to respond.

Page 62, paragraph 2: In the revised final report, the following sentences were added:
“In states without an SAA, consumer complaints can be filed with HUD if the home-
owner knows to do so. HUD does not, however, maintain specific data on the number
and types of consumer problems experienced in non-SAA States.” The phrase “if the
homeowner knows to do so” should be deleted as mere conjecture. In addition, it is
inaccurate to state that HUD does not maintain data on consumer complaints in the
non-SAA states. HUD has contracted with NCSBCS to perform the consumer com-
plaint handling function in the non-SAA states and maintaining data on consumer com-
plaints is part of this function.
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Page 62, paragraph 3: Even though notification is the only remedy available under the
Act for defects that are not life-threatening, the presence of the duty to notify usually
results in correction because of products liability concerns.

Page 63, last paragraph: The minority objects to the revisions to the final report; not
contained in the interim report, which recommends that the Act delegate more author-
ity to the fourteen non-SAA states because it will seriously erode the federal uniform
enforcement system as discussed in the minority report. The 15 conditionally approved
SAAs already have substantial authority and for all practical purposes are treated by
HUD as equivalent to fully approved SAAs.

Page 64, Recommendation No. 7.1: As discussed above, the minority objects to en-
abling non-SAA states to assert enforcement authority under the Act. This did not
appear in the interim report.

Page 64, Recommendation No. 7.3: This recommendation should also include the de-
criminalization of Section 611 of the Act.

Pages 65, Recommendation No. 7.4: The obligation of states to notify “other states”
should be clarified to either “adjacent” or “interested states.”

3.8. Transportation and Storage Requirements.

Page 66, paragraph 3: This paragraph beginning with “Concerns with . . . .” should
state that there is an inspection and recertification process for using recycied running
gear. Furthermore, it should be stated here that the evidence presented to the Commis-
sion was anecdotal and not sufficient to demonstrate any volume of transportation
related problems.

Page 66, paragraph 4: This paragraph beginning with “Determining whether...” should
state that HUD is currently enforcing Section 3280.903(c) of the standards more strictly.

Page 67, Recommendation No. 8.2: The minority objects to the revision of the final
report to now give the consensus committee the additional responsibility of establish-
ing requirements for the review of transportation loads and testing procedures. Such a
requirement was not contained in the interim report.

Page 67, Recommendation No. 8.3: The final report differs from the interim report in
that the recommendation has been changed from “targeted inspections of retailer lots”
to “random inspections.” The final report should reflect the interim report’s language.

3.9. Cost Analysis of the Recommendations.

As discussed in the minority report, this entire section needs to be revised to discuss the
impact on the cost of the home and the incompleteness of the listing on page 77 of the costs
of the requirements. For example, it fails to list the additional costs to the SAAs.

Page 74: This page newly adds an estimated annual budget for the consensus commit-
tee which has never been reviewed by the Commission. There has been no opportu-
nity to discuss the validity of the amounts set forth in this budget.

Page 77, last paragraph: The revised final report adds an ending sentence to the con-
clusion which should be deleted as totally irrelevant to the report. The reasonableness
of the proposed increase in labe! fees cannot be determined by comparison to manufac-
tured housing trade association dues.
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Comments of Minority Commissioners

Chapter 3. Recommendations for Implementation

4.1. Legislative Actions.

® Page79, paragraph 2: The minority objects to stating that it is a goal of the Commission
to recommend legislative language for inclusion in the 1994 housing reauthorization
bill. This Commission was charged with the responsibility of submitting a report to
Congress by August 1, 1994, which should be its_ priority.

® Page 79, paragraph 3: The last sentence of this paragraph should be deleted because
the Commission expires on September 30, 1994.

4.2 HUD Responsibility.

B Pages 79-80: The minority opposes the extent to which the final report recommenda-
tions increase HUD's responsibility. It is particularly opposed to the extensive state
oversight authority set forth on these pages. For example, the minority disagrees with
the following statements:

® “HUD must also promulgate regulations on warranty performance guidelines
developed by the consensus committee.”

® “HUDwill need to monitor state legislative actions to establish state recovery funds
and uniform claims processes.”

® HUD is responsible to “Oversee States to ensure that SAAs inspect at least 10 per-
cent of the installations of manufactured homes in each State.”

B HUD is responsible to “Monitor States to ensure that SAAs conduct targeted
inspections of retailer lots ....”

B HUD is responsible to “Make monitoring reports, the results of complaint investi-
gations, and other enforcement records available to SA As and the interested public
to a much greater degree than it has done previously ....”

® HUDisresponsible to “Develop and provide to prospective purchasers and home-
owners brochures on consumer rights under the Act. These should be developed
in cooperation with SAAs, consumer and homeowner organizations, and
industry.”

The last responsibility listed above is not found in the final report recommendations
nor was it contained in the interim report. The Act and HUD regulations already re-
quire a consumer manual to be provided with each home. The HUD regulations re-
quire this manual to contain an explanation about the Act and its protections as well as
what warranty protections are provided. Therefore, this additional HUD responsibil-
ity is unnecessary.

Due to time constraints and lack of staff, a full minority report could not be included in the
final report. A report setting forth the minority Commissioners’ proposals based on the
Commission’s proceedings will be submitted under separate cover.
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APPENDIX B
Commission Meetings and Testimony

The National Commission on Manufactured Housing held meetings during most months
of its existence in its attempt to meet the statutory mandate of making recommendations on
issues that Congress had identified. Four stages of progress marked these meetings:
organizational, information-gathering, synthesis and decisionmaking, and final report
preparation.

The information-gathering stage was particularly important to the process because the
Commission’s work was bound to have consequences for many groups and individuals.
During the public comment periods, testimony was presented by groups representing
homeowners and consumers; the manufactured housing industry; suppliers; retailers;
local, State, and Federal government; Primary Inspection Agencies (P1As); the modular
housing industry; financial institutions; and the general public. Homeowners and con-
sumers were mostly concerned with making manufactured housing safer and more du-
rable and with improving consumer protection and recourse when problems occur. The
industry was primarily concerned with being able to produce, without undue regulation, a
quality product that was affordable. Both groups shared the goal of promoting affordabil-
ity through access to better financing terms and through decreasing regulatory barriers to
siting and public services.

Every effort was made during this information-gathering stage to hear from all relevant
groups to ensure that the Commission received all information necessary for its delibera-
tions. A complete list of hearings, witnesses, and statements received by the Commission
appears in Appendix C. Following are summaries of the proceedings and scope of accom-
plishments for each meeting. The Commission held all meetings in open session, with the
public welcome, in conformance with the Federal Advisory Committee Act (PL. 92-463),
except where noted below. During each meeting, a session was held with an “open mike”
to allow any interested person to testify. All meetings were held in the Washington, D.C,,
area, except as otherwise indicated.

January 1993

The first meeting of the Commission was primarily organizational. The Commission elected
Helen Boosalis as Chair, William Lear as First Vice Chair, and Jennifer Soldati as Second
Vice Chair. Commissioners discussed administrative details, particularly with regard to
hiring an executive director and staff. Because the Commission was scheduled to expire on
September 30, 1993, the process for a Congressional extension was explained by a represen-
tative of the General Services Administration (GSA), which provided administrative sup-
port to the Commission.

The Commission formed two committees, one on standards and the other on enforcement
and consumer issues, to ensure that it covered all the topics required in the authorizing
legislation. Each Commissioner selected the committee that he or she preferred. The
committees were balanced, each with Commissioners representing both the industry and
consumers.

The question of Commission procedures was raised, and it was decided that Robert’s Rules
would be used, with the understanding that most decisions could be reached informally
and by consensus. A Commissioner’s suggestion for a logical order to proceedings was
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adopted, where the Commission was first briefed on an issue, which was then referred to the
proper committee for discussion and guidance for the staff to prepare an issue paper. Such
papers were to be discussed in committee, then by the full Commission. The staff then would
be instructed to develop a decision document that would be put to a Commission vote.

February 1993

While organizational activities continued, this meeting started the information-gathering
stage of the consensus process. Three panels testified before the Commission. First, staff
from the U.S. Department of Housing and Urban Development (HUD), primarily from the
Office of Manufactured Housing, described the Federal manufactured housing program.
Next, a panel of State Administrative Agency (SAA) representatives from Missouri and
North Carolina described the State role within the Federal program. Finally, a panel orga-
nized by the Manufactured Housing Institute (MHI) presented an overview of the industry
from the standpoint of manufacturers and primary inspection agencies.

March 1993

The March meeting began with the selection of an executive director. Time was allotted for
candidate interviewing and Commission discussion of the candidates in closed session. By
a unanimous vote, the Commission hired Robert W. Wilden as executive director of the
Commission, to begin in mid-April 1993.

Next, the Commission continued gathering information by hearing testimony from three
panels. First, representatives of the Association for Regulatory Reform (ARR), an associa-
tion of manufacturers, presented their recommendations on reforming the Federal manu-
factured housing program. ARR’s mandate is to represent the views of manufactured home
builders in connection with regulatory and legislative matters affecting the construction
and utilization of manufactured homes. The president of ARR said the Commission’s suc-
cess would be measured by its ability to produce recommendations that continued to en-
sure solid workmanship while avoiding costly regulatory waste, and that this outcome
could be achieved by focusing on rules and regulatory systems that were truly m

and subjecting each proposal to a strict cost-benefit analysis. ARR recommended: (1) di-
rect State participation in the manufactured housing inspection program by acting as PlAs,
SAAs, or both, and that this participation should be encouraged and facilitated by HUD-—
this function should be in addition to manufacturers’ employing private PlAs, but HUD
should perform the monitoring of PIAs and SA As itself; (2) that HUD should update the
Manufactured Home Construction and Safety Standards (MHCSS) on an annual basis, uti-
lizing the consensus process of the Council of American Building Officials (CABO); (3) that
the National Manufactured Housing Construction and Safety Standards Act of 1974 act
should be amended to transform it from a trailer law to a law for homes by deleting vehicu-
lar references; and (4) that manufactured housing receive equal treatment in all federally
sponsored home loan and public housing programs.

Representatives from the Farmers Home Administration (FmHA) and the U.S. Department
of Energy (DOE) discussed their roles in the manufactured housing program. FmHA has
been financing HUD Code homes since 1985, and requires that all be attached to a perma-
nent foundation; fewer than 1 percent of the homes financed annually by FmHA are manu-
factured homes. FmHA recommended that the thermal performance of HUD Code homes
be at least equal to the 1992 Model Energy Code. FIHA stated that extensive redesign is
not necessary to achieve this result because the appropriate technology is already being
used in the industry. FmHA also recommended that HUD manufactured housing inspec-
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tion programs verify conformance with the thermal requirements, and that manufactured
housing use the same standard in the development of wind-resistance requirements that is
used in most building codes.

The mission of DOE's Office of Building Technology is to lead a national effort to increase
the energy efficiency, health, comfort, and value of U.S. housing and commercial buildings
through standards mandating levels of efficiency, information and incentive programs, and
research. DOE cooperated with HUD in preparing its currently proposed revisions to ther-
mal performance standards for manufactured housing, using a computer program to testa
home in different climatic areas with different fuel types and costs for the energy efficient
measures. This information was then aggregated by the temperature zones used by HUD
in its manufactured home standards. Resuits indicated that the energy efficiency of manu-
factured homes can be improved significantly by an initial cost increase of $800 to $1,100
per unit, while lifetime energy savings could reach 2-1/2 times this cost increase.

DOE also supports the development of a national home energy rating system to facilitate
comparison shopping and the energy-efficient mortgage program, where savings on en-
ergy costs can be used to qualify for a higher mortgage amount. A current program to
increase energy efficiency in HUD Code homes in the Northwest provides incentives to
manufacturers that build to higher insulation requirements; 18 manufacturers are partici-
pating. A weatherization assistance program that assists low-income families in retrofit-
ting their homes is also available.

Both the FmHA and DOE representatives testified that such programs were successful only
if pursued cooperatively by State and local governments, utilities, the housing industry,
and the financial community.

April 1993

No meeting was held for organizational reasons, to give the executive director time to
secure office space and hire staff.

May 1993

Executive Director Robert Wilden was introduced, as was Kym Couture, the deputy direc-
tor hired effective May 1. The executive director reported that Commission office space
had been secured at about half the cost of the originally proposed space, and had been
equipped and furnished at no cost. He reported that work on requesting the Commission’s
Congressional extension was underway, as were efforts to arrange an agreement with the
American Association of Retired Persons (AARP) for the services of George Gaberlavage as
research director for 1 year at no cost to the Commission.

Led by the executive director, the Commission discussed ways to reach a consensus agree-
ment on the issues it faced. Given the diversity and interests of the Commission members,
agreement on key principles was necessary to ensure a constructive process. The Commis-
sioners agreed unanimously to the following principles: commitment to reach consensus,
adherence to absolute deadlines, involvement of all affected parties early in the process,
constant communication among all parties, and agreement on a common set of ground
rules.

The executive director described his role with the Commission to be that of facilitator, not
decisionmaker, and that the staff would have a support role that included data gathering,
drafting summary and option papers, and providing communications and logistical sup-
port. He expressed interest in hiring staff that would include persons with expertise in
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codes, engineering, plant management, and manufactured housing from a production stand-
point, and asked the Commissioners to seek and recommend applicants. He specifically
asked for help in locating someone with experience in the manufacturing process. The
executive director proposed that during the next few months he visit individual Commis-
sioners at their home base so that he might better understand their perspectives on the
Commission’s work, and vice versa.

The executive director discussed the charge to the Commission and declared that whatever
recommendations were proposed in the final report, the Commission’s mission represented
a “window of opportunity” to the manufactured housing program that would not likely
recur for another 5 to 10 years.

The following ground rules were negotiated and accepted by unanimous consent: (1) beas
skeptical of your own “truth” as you are of the other person’s “truth”; (2) say the same
thing to everybody; (3) deal with issues, not personalities; (4) concentrate on behavior, not
motivation; (5) raise issues when they are timely—once an issue is thoroughly discussed
and closed, it should stay closed; (6) restrict issues under consideration to those related to
the Commission’s charge in the authorizing legislation; (7) always treat others with dignity
and respect (disagree without being disagreeable); (8) actively reach out to all affected con-
stituencies at the inception, during, and at the conclusion of the negotiating process; (9)
avoid surprises (if you have a problem, alert others as soon as possible); (10) deal directly
with persons with whom there is disagreement; (11) hold yourself and each other account-
able for following the ground rules; (12) all Commission members are active participants;
(13) define a problem before solving it; and (14) deal with objections before making
decisions.

The Commission discussed the means to reach all affected parties and to involve them in
the Commission process. Those parties with strong vested interests were identified as: (1)
consumers and homeowners; (2) manufacturers, suppliers, and lenders; (3) HUD; (4) State
and local government; (5) dealers, installers, and transporters; and (6) the Nationa! Confer-
ence of States on Building Codes and Standards (NCSBCS).

The Commission then identified, discussed, and approved nine issues perceived to be the
most important for the Commission to address: (1) revision of standards (regulatory pro-
cess); (2) enforcement; (3) installation standards; (4) relationship to modular housing; (5)
definition of affordable and durable; (6) preemption; (7) warranties; (8) HUD monitoring
contract; and (9) response to consumer complaints. Although the Commission included
two manufacturers and two homeowners as members, the Commission as a whole agreed
on the need to hear from a number of manufacturers and homeowners to understand the
problems from different perspectives. It was decided that the June and July Commission
meetings would include presentations on perceived problems by consumers, manufactur-
ers, and possibly other stakeholders.

HUD representatives discussed the proposed wind standards that were developed as a
result of damage done to manufactured homes by Hurricane Andrew. The Commission
decided unanimously to request that HUD extend the comment period on the wind stan-
dards for an additional 90 days because it appeared that they might have a substantial
impact on the work of the Commission.

Committee meetings were held, committee chairs selected, and staff support assigned.
Commissioners Connolly and Jensen were selected to chair the standards committee and
the enforcement committee, respectively. The following issues were assigned to the stan-
dards committee: (1) defining affordable and durable; (2) revision of standards; (3) instalia-
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tion standards; (4) preemption; and (5) relation of manufactured to modular housing. The
enforcement and consumer committee’s issues included: (1) enforcement; (2) monitoring;
(3) warranties; and (4) response to consumer complaints.

The Commission agreed to adhere to absolute deadlines in order to achieve consensus. The
executive director explained that Congress expected the Commission to come to consensus
on key issues in time for legislative action on the next housing bill. The deadline for the
committees to complete their work was set for November 1, 1993, leaving December, Janu-
ary, and February for full Commission action before submitting a preliminary report to
Congress in early March.

The meeting concluded with a public comment period where a homeowner representative
urged the Commission to allow adequate time during the next meeting for consumers and
homeowners to speak on whatever manufactured housing issues concerned them.

June 1993

This meeting was held in Portland, Oregon, with the first day devoted to visiting manufac-
turing plants owned by Fleetwood Enterprises and Golden West Homes. During lunch,
Fleetwood representatives made a presentation on the company’s customer satisfaction
program. They described their program of surveying customer satisfaction and develop-
ing a rating system for each of their manufacturing plants on that basis.

The formal meeting began with a debriefing on the plant tours and included a panel of
representatives of State Production Inspection Primary Inspection Agency (IP1A) represen-
tatives from Washington, Oregon, Texas, and Utah, as well as the quality assurance man-
ager from the Fleetwood plant. There was considerable discussion on the role of the moni-
toring team, the extent to which the team should inspect individual units in the course of
reviewing the quality assurance program, what constitutes “nitpicking” in monitoring situ-
ations, and the roles of the IP1As in ensuring and the monitoring agent in reviewing con-
formance of the production line with the Design Approval Primary Inspection Agency
(DAPIA) approved designs.

The next pane! focused on energy efficiency and included a description of the Manufac-
tured Housing Acquisition (MAP) program, in which certain utilities in the Northwest pay
the manufacturer $2,500 to include a package of energy-saving features in each home that
reduces the cost of electric heat by approximately 50 percent. The panel indicated that it
was less expensive for the utilities to pay this subsidy than to build additional generating
capacity to cover increased energy needs of homes without upgraded energy conservation
measures. Consumers also benefit from the program because, while they pay about $1,000
more for the home, they save that much on electricity over a 3- to 4-year period. The pan-
elists also discussed the increased system of inspections in the plants to ensure that the
manufacturer delivers fully on the energy saving features.

A representative from Battelle Pacific Northwest Laboratories discussed the role of lending
and appraisal practices and indicated that his research showed that manufactured housing
makes less use of Federal programs than site-built housing. He felt that this was attribut-
able to lending practices for manufactured housing that were based on experience 20 years
ago, not the housing as it is currently built. He recommended that the HUD Title I program
be amended to provide for energy-efficient loans.

A representative of the Washington Manufactured Housing Association described North-
west Pride, an advertising campaign that has created substantial demand for manutac-
tured homes by educating the public on manufactured housing today. The results of a
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study conducted by the association were described, showing that manufactured homes in
the Northwest have appreciated in value, including those located in parks. This testimony
indicated that manufactured housing costs about one-haif that of site-built housing in the
area, but that the energy standards in the HUD Code were out-of-date for the Northwest;
homes built to the energy-efficiency measures in the HUD Code would result in a product
that was perceived to be inferior to site-built housing.

An extensive public hearing session followed. A park owner/developer cited the prob-
lems he had in expanding his park an additional 20 spaces when the municipal govern-
ment tried to impose a charge of $2,000 per space for sewer hookup fees. Although he
finally prevailed without paying such fees, he pointed out the difficulty of providing
affordable housing when local jurisdictions erect regulatory barriers. Next, the vice presi-
dent of the Idaho Manufactured Home Owners Federation described the situation in Idaho:
most manufactured homeowners in Idaho live in mobile home parks, and their main con-
cern is the 90-day no-cause eviction process available in the State Landlord Tenant Act.
Efforts to remove this clause have been unsuccessful. The homeowners’ federation has had
no cooperation in its efforts from the Idaho Manufactured Housing Association, which rep-
resents manufacturers, dealers, and park owners, because there is an adversarial relation-
ship between homeowners and the park owners that pits the industry against the consum-
ers. The Idaho homeowners’ group made the following recommendations: (1) do not loosen
up on the regulations under the 1974 Act; (2) do not allow chassis removal; (3) mandate that
State regulators not be associated with the industry; (4) revise the consumer information
requirements in the Act, and include installation standards; (5) investigate why financing is
so expensive; (6) require States to have an unbiased hearing officer, advocate, or commis-
sion to oversee manufactured housing; (7) provide funding for homeowner groups; and (8)
discourage nationwide alliances of industry with park owners.

In his testimony, the volunteer State coordinator of AARP in Idaho echoed some of the
above concerns and added: (1) allow chassis removal in some cases; (2) prohibit the same
entity from undertaking review of both manufactured home design and construction; (3)
require professional engineers and licensed architects to certify that all units meet mini-
mum construction standards; and (4) require written service agreements that establish re-
sponsibility of manufacturers to warrant repairs, including transportation and installation.

The Commission heard testimony from a park owner on the difficulties of new park devel-
opment. He supported legislation that would give residents the right of first refusal if their
park becomes available for purchase, and the creation of an ombudsman'’s office in Wash-
ington to deal with landlord-tenant issues. The Commission also heard testimony from a
homeowner representative who said that Idaho’s manufactured home installation stan-
dard has never been put into practice, and that the State Manufactured Homes Advisory
Board was supposed to establish a Complaints and Appeal Board but has never done so.

Financing for park residents to buy their parks as well as for home mortgages was dis-
cussed during the public comment period, as was legislation supported by the State Legis-
lative Committee of AARP that would provide mediation between park owners and resi-
dents, and require park owners to pay for the cost of moving under certain circumstances.

Last to testify was a representative of the Oregon Building Code Agency, which carries out
the IPIA and SAA functions in the State. He supported the national preemptive program
while making extensive recommendations for changes to the manufactured home construc-
tion standards, Federal regulations, and the 1974 Act.
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Commission committees met to develop and direct research needs for staff papers on en-
forcement and the permanent chassis. The meetings were held informally and therefore
were not part of the public record.

July 1993

Six panels testified before the Commission. Representatives of the Pennsylvania Manufac-
tured Homeowners of America and the Mobile Home Owners Association of New Jersey,
Inc., cited examples of homeowners who have suffered because of the negligence or threat
of eviction by their park owner. Informal agreements between dealers and land owners,
and discriminatory zoning also contributed to homeowner problems. Recommendations
included: (1) retain the permanent chassis requirement because homeowners must be able
to move their homes; (2) provide a Federal installation standard; (3) require a 5-year war-
ranty (7 years for roofs) with the option of purchasing a 10-year warranty; (4) improve the
Federal consumer-complaint process to ensure that problems in a home are fixed or, if that
is not possible, defective elements are replaced; and (5) support States in developing dis-
pute resolution procedures to help homeowners resolve complaints.

A panel organized by MHI described: (1) the demographics of manufactured homeowners;
(2) reasons to purchase manufactured housing; (3) placement options on owner’s land,
land-lease communities, and planned unit developments; (4) public-private parinerships;
and (5) increased availability of competitive financing spurred in part by Fannie Mae and
Freddie Mac. A representative of the Pennsylvania Manufactured Housing Association
described the State’s three-day installation school, which requires an exit test; in addition,
the Association’s “good apple/bad apple” policy provides that “bad apple” dealers and
park owners are reported to the Attorney General’s office.

Next, SAA representatives from Maryland, Pennsylvania, and Virginia discussed their pro-
grams. In Maryland, the SAA concentrates on consumer complaints and instaliation prob-
lems, and recommended that: (1) HUD provide specific installation standards; (2) State
agencies inspect the installations; and (3) manufacturers provide specific foundation plans
for each home because current manufacturer instructions are often inadequate. The
Virginia SAA administrator recommended that: (1) the HUD Code be updated regularly,
particularly for smoke detectors, mechanical requirements, and the electrical code; (2) the
regulations should be amended to require that manufacturers correct nonconformances;
(3) the manufacturers’ installation instructions should be clearly presented for each model
and not be overly complex; and (4) the warranty requirements should be mandated for
manufacturers, dealers, and suppliers. The Pennsylvania SAA representative recommended
that: (1) the HUD enforcement regulations be substantially revised; (2) the SAA focus
should be on monitoring the manufacturer s quality control and consumer complaint records
rather than on getting involved in specific consumer complaints; and (3) HUD needs to
establish installation standards.

An ARR panel recommended: (1) that States have the responsibility for licensing and train-
ing of installers, and inspecting installations; (2) regular updating of the HUD code; and (3)
that HUD should handle monitoring directly, not through a monitoring agent.

The next panel consisted of representatives from HUD’s Office of Manufactured Housing
who described the monitoring program, which includes IP1A and DAPIA monitoring; the
SAA function; the issue of performance versus prescriptive standards; and a potential con-
flict of interest between DAPIA approval of designs and IPIA inspections to ensure compli-
ance to DAPIA approvals. One HUD official was not convinced that there is always an
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independent review of the design and inspection because both are paid by the manufac-
turer. Other aspects of the HUD program discussed were the monitoring contract with
NCSBCS, Subpart I of the enforcement regulations, and consumer complaint handling in
the 14 non-SAA States.

A representative from NCSBCS, HUD's monitoring agent, described its functions performed
for HUD. Two attorneys from HUD's Program Compliance Division described problems
of enforcement under the Act and regulations, specifically concerning the correction of de-
fects, where manufacturers are only required to correct defects when they present an un-
reasonable risk of injury to or death of the occupant. The potential conflict-of-interest prob-
lem with IPIA and DAPIA functions was again discussed, as was HUD's inability to take
enforcement actions against retailers that sell nonconforming homes.

Last, an IPIA panel discussed many third-party concerns, especially questions that the
perceived conflict of interest with the IP1A and DAPIA could be ended by eliminating any
exchange of money between the manufacturer and private P1A, by using an agent of HUD
as a clearinghouse for funds, and by establishing a 3-year contract period between the
manufacturer and the private PIA. Several private IPIA representatives, however, stated
that the perception of a conflict of interest was unfounded, and that third-party certifica-
tions were accepted throughout the building regulatory community. It was stated that,
under the HUD program, third-party agents were constantly evaluated and monitored by
the HUD monitoring agent.

The Commission discussed the distribution of issue papers prepared by staff, and agreed
to provide all papers to all Commissioners, not just to those on the committee that would
first discuss the issue. In order to meet the March 1, 1994, deadline for submitting the
Interim Report to Congress, the executive director stressed that major issues needed to be
resolved. If it reached consensus on the Interim Report, the Commission would work
with Congressional staff to use the Interim Report as the basis for legislation to be con-
tained in the 1994 housing bill.

In the course of discussing the Interim Report, one Commissioner expressed concern that,
by focusing on the individual issues, the Commission was kept from grappling with the
systemic problems of manufactured housing. During the ensuing discussion, seven sys-
temic problems with the manufactured housing program were identified: (1) HUD asregu-
lator; (2) the standards-setting process (comparability); (3) unclear Federal-State relation-
ship; (4) high-tech approach to the housing environment; (5) preemption; (6) lack of inte-
gration within the industry; and (7) level of accountability. One Commissioner suggested
that solutions addressing the nine issues identified in May as the Commission’s focal points
needed to be evaluated based on whether they fix these systemic problems. Another Com-
missioner suggested that the systemic problems be refined as the committee work pro-
ceeded. There was no disagreement.

The committees met to discuss the enforcement and the permanent chassis options papers
developed by staff and a consultant, respectively. In addition, the committees discussed
research needs for the next month’s staff papers on installation/transportation and revi-
sion of the standards.

August 1993

This meeting took place in Portland, Maine, and began with a day-long tour of manufactur-
ing plants and manufactured home rental communities. The formal meeting began with a
presentation by the executive vice president of the American Hardboard Association, a
trade association of manufacturers of hardboard, a product used as exterior siding on ap-
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proximately 15 million manufactured homes. The presentation focused on the product’s ap-
plication and a draft siding application standard, dated March 1993, which was developed by
industry in response to a Congressional mandate for HUD to promulgate hardboard stan-
dards; HUD has not yet published its hardboard standard. Commissioners questioned the
association representative about the durability of hardboard siding and its susceptibility to
moisture penetration. A Maine State Senator testified about constituent complaints and ho-
meowner problems with deteriorating hardboard siding, and recommended not prohibiting
hardboard siding, but providing additional protections to homeowners. She planned to intro-
duce legislation in the Maine Senate by January 1994 to address these issues.

Next, a representative of a private, nonprofit organization devoted to affordable housing
issues in New Hampshire described the agency’s main program, that of converting inves-
tor-owned mobile home parks into cooperatives. This presentation was followed by repre-
sentatives of the Mobilehome Owners and Tenants Association of New Hampshire, the
National Foundation of Manufactured Homeowners, and the New England Council of
Manufactured Home Residents, all of whom discussed difficuities that owners of manufac-
tured housing have in resolving problems. Their recommendations included: (1) requiring
at least a 5-year warranty; (2) requiring HUD to respond to consumer complaints in a timely-
fashion; (3) encouraging resident ownership of mobile home parks; (4) upgrading the qual-
ity of materials and workmanship; (5) allowing a removable chassis for units sited on pri-
vate land, while keeping the chassis for all units located in parks; (6) establishing minimum
qualifications for the training and licensing of installers; and (7) improving enforcement.

SAA representatives from Maine and New York discussed the necessity to update the HUD
Code and to have installation instructions that are specific and in language installers can
understand.

A panel of manufacturers and retailers followed. The executive director of the Maine Manu-
factured Housing Association described the State’s installation standard that took effect
March 1, 1993, and a law requiring local jurisdictions to permit manufactured homes on
private lots as well as in parks. He testified that the HUD complaint system was not effec-
tive and that States should implement the system on a uniform basis, with uniform war-
ranty provisions. He recommended that PIAs be subject to fines and that the HUD stan-
dards be strengthened. A retailer of modular and manufactured homes testified that chas-
sis removal would not be detrimental to the modular industry, provided definitions in law
and appraisal and mortgage underwriting standards were changed.

The vice president of Skyline Corporation, a manufacturer of HUD Code homes, suggested:
(1) that the Commission recommend a uniform installation standard with State and local
responsibility for enforcement and inspection, using the MHI/NCSBCS mode}, which in-
cluded enforcement, monitoring, inspection, certification of installers, and training for in-
spectors; and (2) annual updates to the HUD standards. He also indicated that since 1972,
before establishment of the Federal program, Skyline has successfully used a third-party
agent to review all designs and to inspect homes during construction.

The panels were followed by an extensive public comment session. A consulting engineer,
who is a member of the Manufactured Housing Board in Maine and the author of the newly
adopted manufactured home installation standard in the State, testified about three princi-
pal problems affecting the durability of units in Maine: (1) failed installations; (2) failed
floor/frame systems; and (3) failed moisture control systems. He said that the State has
dealt with the first problem by adopting installation standards; the second problem occurs
because the testing used to approve the floor systems does not adequately predict what is
occurring in the field; and the third occurs because the HUD Code is the only “accepted
engineering practice” that does not require ventilation of the attic cavity.
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An owner of manufactured home parks in Maine and New Hampshire, who is also a mem-

ber of the Maine Manufactured Housing Board, testified about how the Maine State regula-

tory agency handles homeowner problems, given the options available in the Federal pro-
gram. She indicated difficulties with HUD'’s responsiveness to State concerns and ques-
tions. Several owners of manufactured homes in Maine discussed the problems they have
had with their homes: roof leaks, disintegrating hardboard siding, popping nails, ill-fitting
windows, broken furnaces, electrical problems, pipes that don’t drain, flimsy plumbing
fixtures, and homes sold for the wrong wind zone.

Following this discussion, but still in public session, the Commission reviewed its report-
ing responsibilities. The executive director reported that the Interim Report needed to be
sent to the Government Printing Office by mid-January for the Commission to meet the
March 1 deadline. Therefore, final decisions on issues must be made no later than the
January meeting. In response to a Commissioner’s question, the executive director reported
that the Commission’s contact at the GSA had confirmed a conversation with the president
of ARR, who asked about the procedure for submitting a minority report. He reportedly
felt a minority report would be necessary because the manufacturers would not have their
needs met because of the Commission staff, which did not include an industry representa-
tive. Several Commissioners expressed concern that anyone was anticipating a minority
report at such an early date. In response to another Commissioner’s question, a Commis-
sioner representative of ARR gave assurances that ARR did not oppose the Commission’s
12-month extension request, and agreed to poll ARR’s members for approval for a support
letter to the Hill.

The executive director then addressed the upcoming Interim Report to Congress, which he
perceived as a fairly brief document and not a markup of the law or the HUD regulations.
He suggested that it should describe the Commission’s recommendations based on its defi-
nition of the problems, and clearly should mention the systemic problems identified in July.
He also suggested that the recommendations be approached in the context of how they
address the systemic problems; if the Commission chooses not to address them, such rea-
sons should be indicated. The executive director indicated that a clear Interim Report would
better enable the Commission to work with the Hill’s legislative drafters as they interpret
the intent of the Commission’s recommendations.

The committees met to continue discussing the enforcement, installation and transporta-
tion, and revision of standards options papers.

September 1993

The September meeting initiated the synthesis and decisionmaking stage of Commission
work. One presentation was scheduled, a study for the Commission on the current financ-
ing of manufactured housing and recommendations for bringing the manufactured hous-
ing market in line with financing for conventional housing. The principal of the Hamilton
Securities Group, who is a former Federal Housing Commissioner, presented her findings.
She explained that Hamilton Securities is a small real estate investment bank that was cre-
ated to securitize real estate and package pools of mortgages into securities that mutual
funds or pension funds can purchase in the bond or stock markets, thereby making such
assets much more liquid than individual mortgages sold individually to an investor. The
current low interest rates for single-family mortgages and refinancing are made possible by
securitization.

The study investigated how the financing of manufactured housing worked, why it was
not as efficient as single-family housing or other kinds of securitization, what opportunities
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for securitization might be available for manufactured housing, and whether any changes
in the codes and standards might have an impact on these opportunities. She stated that
her study was not an actuarial study, but an educated guess based on market experience.

The study indicated two reasons why financing of manufactured housing is less efficient
than financing site-built single-family housing: (1) manufactured housing does not have
the benefits of the support and standardization of the Federal agencies that single-family
housing has; and (2) for the most part, manufactured housing is considered personal prop-
erty, not real estate. A major credit problem is that of negative equity, which is much greater
for manufactured housing than site-built housing. Negative equity means the value of the
asset is less than the principal amount of the loan secured, and it increases the lender’s risk.
Based on anecdotal information and talks with market practitioners, the study concluded
that part of the negative equity problem is caused by codes and standards. To the extent
that the market perceives that manufactured housing is a higher value, longer lasting prod-
uct, the market will offer more competitive terms.

Extensive discussion with the Commissioners occurred at the end of the presentation. The
industry Commission members did not accept many of the findings of the study, stating
that they believed financing problems were primarily attributable to siting considerations,
not to building codes and standards. The presenter agreed that siting was a major problem,
but referred back to her comments on quality and perception of the product as the reasons
for hesitancy on the part of many potential lenders to become involved with manufactured
housing.

The executive director asked the Commissioners to consider the systemic problems identi-
fied at the July Commission meeting as they deliberated in their committees, so that op-
tions could be considered in the light of how they address the systemic problems. The
committees met to continue discussions on the following issues: revision of the standards,
warranties, the affordable/durable issue, preemption, and consumer complaint enforce-
ment. The standards committee reported to the full Commission that it had narrowed its
preference for HUD Code standards development to two options: (1) using a consensus
standard developed through consensus procedures; or (2) adopting a model building code,
such as the Building Officials and Code Administrators, Inc., (BOCA) Code.

A public hearing session included remarks by a representative of MHI, who advocated
using a consensus standards approach instead of a model code. He testified that adoption
of a model code would jeopardize the preemption clause of the manufactured housing law.

The executive director’s report included an update on the Commission’s extension status,
which Congress had not yet passed. He also distributed a letter from HUD stating that,
pursuant of a meeting with MHI, the American Hardboard Association (which testified at
the August Commission meeting) postponed the effective date of the hardboard siding
application standard beyond the target date of October 1, 1993. A spokesman for MHI stated
that the association was asked to clarify some issues in the standard, and he believed the
changes would be made in the next 4 months.

October 1993

The meeting was canceled because of a delay in enrollment of H.R. 2517 authorizing an
extension of the Commission through September 30, 1994. The Commission suspended
operations from October 1 until October 27, 1993, when the bill was signed.
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November 1993

The November meeting was held at an isolated retreat center in Airlie, Virginia, and contin-
ued the synthesis and decisionmaking stage. - The executive director explained that the
purpose of the meeting was to reach a working consensus covering four areas: standards,
warranties, transportation and installation, and enforcement monitoring. The Commission
changed its operation from a committee to a caucus structure, where most Commissioners
elected to work with either the industry or the consumer group. The HUD representative
chose not to align with either group. The purpose of this change was to allow the industry
representatives and the consumer representatives to meet separately to determine their
bottom-line needs and to facilitate negotiation and decisionmaking.

The executive director opened the meeting with a discussion of the systemic problems of
the existing manufactured housing program identified in july. The Commissioners revis-
ited in their discussion the following systemic problems:

1. HUD as Regulator;

2. Standards-Setting Process;

3. Unclear Federal-State Relationship;

4. High-Tech Approach to a Housing Environment;
5. Preemption;

6. Lack of Integration Within the Industry; and

7. Level of Accountability.

Following this discussion, the lack of consumer information was identified as an important
issue and became the eighth systemic problem. No consumer publications addressed manu-
factured housing, nor did Consumer Reports rate the product. The Commissioner represent-
ing Consumers Union pointed out that a publication on manufactured housing would not
generate enough income to cover expenses, but Consumers Union was nonetheless consid-
ering such an issue as a public service. This Commissioner stressed that durability and
safety need to be regulated because people were counting on the government to ensure a
quality product.

The executive director made a presentation comparing manufactured housing and conven-
tional housing in terms of tax write-offs and access to Federal housing subsidy programs,
showing manufactured housing to be at a great disadvantage. Many HUD programs are
urban while manufactured housing is primarily a rural product. Demographics for pur-
chasers of both types of housing were discussed, and it was clear that manufactured hous-
ing was serving the lowest income population without benefit of Federal subsidy.

The Commission recessed to caucus prior to an evening session, at which the consumer
spokesman presented a proposal for reform of the manufactured housing program. The
consumers’ proposal was organized around eight problem areas: (1) standards; (2) inspec-
tions and approvals; (3) installation and transportation; (4) competence, training, and certi-
fication; (5) enforcement; (6) warranty; (7) intergovernmental relations; and (8) financing.
The consumer proposal included the following recommendations:

Standards

® Establishment of the National Institute of Manufactured Housing Standards to
develop the standards.
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Standards that provide for a level of performance equivalent to that required by
national model building codes.

Inspections and Approvals

DAPIA and IPIA systems continued with modifications.

No agency other than an exclusive State agency may provide both DAPIA and
IPIA services to the same manufacturer.

Installation and Transportation

Allinstallations must be inspected by a qualified local code official, SAA employee,
or a HUD-approved third party.

Manufacturers must provide specific installation designs suitable for use at the
actual site or make arrangements for architect/engineer-prepared installation
design.

Dealer must inspect and accept the home after transportation to its lot. Manufac-
turer is responsible for any transportation damage until the home is accepted by
dealer. Dealer is responsible to the buyer for any transportation damage.

Dealer is responsible for actual installation on the site unless the buyer executes
HUD-specified acknowledgment and waiver.

Enforcement

Enforcement program will be recast to provide for State enforcement with HUD
oversight; approved SAAs will have primary responsibility for investigations and
subsequent enforcement actions.

Warranty

Establish a 10-year insurance-backed warranty to replace the existing defect classi-
fication and notification system.

Coverage will include 1 year on all defects, 3 years on mechanical and electrical
systems, 5 years on weatherability, and 10 years on structural soundness; equip-
ment manufacturer warranties are applicable where and to the extent that they
exceed the specified warranty.

Manufacturers and retailers are jointly liable for correction of any covered manu-
facturing or installation defects and jointly covered by any insurance; manufac-
turer and dealer will privately agree who takes first position.

Independent alternate dispute resolution (ADR) will be undertaken by SA As when-
ever disputes arise between manufacturer/dealer and homeowner regarding a
defect or the adequacy of corrections; disputes will be resolved through a media-
tion/arbitration process that is final and binding on both parties; dispute resolu-
tion will be by qualified SAA personnel or organizations such as the American
Arbitration Association; and dispute settlers will be free from institutional bias or
economic interest.
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Manufacturers/dealers will be required to register with HUD and obtain and main-
tain warranty coverage as a condition of registration; failure to correct defects re-
sults in loss of registration; registration is required to sell; and coverage may be
obtained from HUD-approved private plans or a HUD-administered “national
plan.”

Intergovernmental

Private right of action regarding noncompliance is established in Federal court.

Financing

Where homes are labeled as complying with a model code, the Government Na-
tional Mortgage Administration (GNMA) should be authorized to guarantee pools
of manufactured home 30-year mortgages.

Manufactured housing labeled in accordance with mode} codes should be given a
preference in all Federal programs that assist in the construction of new low- and
moderate-income housing wherever it is less expensive and appropriate from a
project planning standpoint.

An industry Commission member responded to the consumer proposal by stating that it
was the most bureaucratic system he could imagine, to which the consumer spokesman
responded that the idea was to create a system that was less bureaucratic, but more respon-
sive and accountable.

After further caucusing, the industry caucus made a counterproposal, which included the
following:

Standards

All standards development will be conducted by a consensus committee.
The secretariat of the consensus committee will be selected by HUD.
This consensus committee will maintain and update the HUD standards.

The consensus committee organization and process will be in accordance with the
American National Standards Institute (ANSI) procedures and will seek ANSI cer-
tification.

Inspections and Approvals

The DAPIA and IPIA systems will be continued with modifications.
The current IPIA inspection system shall be maintained.

installation and Transportation

Each State must adopt an installation standard within 3 years, based upon ANSI
A225.1 or an equivalent standard.

States must adopt an appropriate monitoring system to ensure compliance.

Dealers are responsible for actual installation unless the buyer executes a specific
acknowledgment and waiver.
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If the home is transported by the manufacturer, the manufacturer will be respon-
sible for any damage in transportation. If the home is transported by, or the trans-
portation is contracted by the dealer, the dealer will be responsible for any damage
in transportation. The dealer will also be responsible for transportation damage
done between dealer’s sales center and final destination.

Enforcement

Uniformity of enforcement is essential. The current system should be maintained.
States should adopt a system of licensing dealers, manufacturers, and installers.

Enforcement efforts should be directed at serious structural, fire safety, or life safety
hazards.

Defect classification and notification system of Subpart I should be eliminated. Recall
and repairs will be required for classes of serious defects and all imminent safety
hazards.

There must be no Federal private right of action regarding noncompliance estab-
lished in Federal court.

Warranties and Dispute Resolution

Warranty coverage will extend for 1 year on all defects, and 5 years on structural
soundness, plumbing, and electrical systems; at the manufacturers’ discretion, the
warranty may be offered through an insurance policy.

In conjunction with the elimination of Subpart I, States are to be encouraged to
adopt recovery funds and binding alternate dispute resolution systems.

The recovery fund will be designed for consumers to collect funds for claims against
manufacturers, dealers, installers, and transportation companies that have ceased
to do business in those States.

A claim against the recovery fund will go through the dispute resolution system
first.

Preemption

Preemption must be strengthened in two respects: (1) HUD should actively assert
preemption against conflicting State or local building codes or standards; and (2)
preemption should be extended so that no State or local government may exclude
any manufactured home simply by reason of its HUD label. Similar prohibitions
concerning rental communities will apply.

Chassis Removal

The permanent chassis requirement must be eliminated for HUD Code homes per-
manently sited on privately owned land or land leased long enough to qualify for
mortgage financing, where appropriate design and structural modifications have
been made to the home.
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Financing

® HUD should be encouraged to exercise authority to use manufactured homes in all
mortgage insurance programs, the Section 8 rental assistance program, and the
Community Development Block Grant and HOME programs.

® Congress should authorize the use of HUD Code homes in its public housing, Sec-
tion 8 homeownership initiatives, and the Section 202 program for the elderly.

There was disagreement within the Commission as to how similar the consumer and in-
dustry proposals were to each other. The industry representatives on the Commission indi-
cated that they viewed them as quite far apart, whereas the consumer members tended to
view them as having enough similarities to merit further negotiation. There followed an
extended discussion of the enforcement system. At the end of the meeting, the consumer
caucus spokesman volunteered to attempt to produce a “blended” proposal for discussion
at the next Commission meeting, scheduled for December. The industry caucus spokes-
man agreed, and the Commission as a whole accepted the offer.

December 1993

The December meeting was canceled upon the request of a Commissioner representing
the industry, stating they needed more time to discuss the issues.

January 1994

The Chairman opened the meeting by reminding the Commissioners that the focus of the
meeting was to make all the decisions necessary for the Interim Report, and that the Con-
gressional staff hoped the Commission would come to consensus. The plan for the meeting
was to negotiate the issues for two days, and on the third day to review the Interim Report
draft as prepared and assembled overnight by the staff.

Prior to the meeting, all Commissioners were sent the “blended” paper on reforming the
manufactured housing program, as promised at the November meeting. The paper, to-
gether with an outline of key issues addressed in the paper, was intended to provide a
structure within which negotiations could occur. The industry caucus voiced concerns over
the blended paper, stating that many liberties were taken beyond what the industry previ-
ously indicated it might consider. The chairman of the Commission pointed out that the
paper and outline were just starting points for negotiation, and should be treated as such.

During negotiations, the consumer caucus made concessions to the industry in the areas of:

1. Warranty. Consumers accepted the industry caucus’s 1/5-year warranty (1 year onall
defects, 5 years for electrical and mechanical systems and major structural components),
instead of a 1/3/5/10-year warranty (1 year on all defects, 3 years for electrical and
mechanical, 5 years for weatherability, and 10 years for major structural).

2. Installation Standard. Consumers accepted the industry caucus’s preference for ANSI
Standard A225.1 as the minimum installation standard, instead of manufacturer instal-
lation designs, or registered professional engineer designs, specific to the site.

3. Inspection System. Consumers accepted the industry desire to keep the existing sys-
tem, based on a quality control program, instead of a refocused program that concen-
trates on actual inspections.
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4. Retroactive DAPIA Approvals. Consumers accepted retroactive approvals with the
condition that the DAPIA must notify the monitoring agent when such changes are
made, instead of prohibiting retroactive approvals outright.

5. Recovery Fund. Consumers accepted the industry’s desire for State-based recovery
funds, rather than a national fund.

After the above concessions were made, strong disagreements emerged concerning the re-
maining warranty issues, particularly covering installations, recovery funds, and the alter-
nate dispute resolution process. The consumer caucus expressed concern that the industry
refused to provide a comprehensive warranty, preferring instead to adhere to the industry’s
original stance as their “bottom line.” As stated, the industry’s proposal was a 1/5 year
warranty, with no coverage for installation and transportation problems.

Following caucuses of both groups, the consumers indicated that too many issues they
considered vital were not addressed by the industry, and therefore, consensus would not
be reached. The consumers stated that they would not close off discussion of these issues,
but expressed the need to produce a substantive Interim Report useful to Congress and
delivered within the mandated timeframe; the consumers, therefore, called for a vote. A
comprehensive package of reforms was recommended by the consumers, with the recom-
mendation that, if Congress did not pass the reforms, the current Federal preemptive sys-
tem should be dismantled and the responsibility for ensuring that manufactured housing is
safe and sound should be returned to the States. The package included: (1) standards; (2)
inspections and approvals; (3) installation and transportation; (4) training and certification;
(5) enforcement; (6) warranties; (7) intergovernmental relationships; (8) financing; and (9)
manufactured housing program findings. In each case, the roll call votes were nine in
favor, six opposed, one absent, with the HUD representative abstaining.

The industry caucus indicated that it would work with the staff of one of its trade associa-
tions to prepare a minority report to accompany the majority Interim Report. Commission
staff typed and duplicated the draft Interim Report for distribution the following day. Af-
ter review and discussion of the draft Interim Report, the document was again put to a
vote. The vote to accept the Interim Report was nine in favor, six opposed, one absent, and
HUD abstaining. A statement from HUD was approved for inclusion in the report.

February 1994

The executive director opened the meeting by explaining that the Commission had one
more chance to reach consensus before the Interim Report was due on March 1. Since the
January meeting, the Interim Report reflecting the majority’s reform proposals to the manu-
factured housing program had been printed and, if consensus could not be reached, that
report would be forwarded to the Congress.

The executive director explained that the opportunity again to pursue consensus came when
the industry expressed interest, after the January meeting, in giving it another try. He took
the initiative by issuing a memorandum, dated January 21, inviting the Commission to
revisit the major issues and to attempt to reach consensus. The memorandum listed the
major issues, “bottom line” positions taken by the consumer and industry caucuses, and
middle positions that could provide grounds for compromises. Although the memoran-
dum was not read into the public record, the working document is printed here to establish
the foundation for the ensuing discussion:
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Staff-Perceived “Bottom-Line” Positions of the Caucuses

Standards

Industry. Position set forth by majority in the Interim Report is acceptable, provided
“comparability” is dropped or defined in a way that recognizes the importance of
affordability, and does not require lock-step changes as model codes change. Drop
“permanent chassis” requirement for units placed on private property.

Consumers. Keep comparability/equivalency.

Inspections and Approvals

Industry. Willing to notify HUD of change of P1A and reason for change; not willing to
agree to prior HUD approval. Not willing to subject DAPIA retroactive approvals to
prior HUD or monitoring agent approval. Not willing to increase the number of in-
spections to the level proposed by consumer caucus. Not willing to support recertifica-
tion of used homes at this time.

Consumers. Willing to agree to industry position if needs are met in other areas.

Installation and Transportation

Industry. Willing to accept position of consumer caucus set forth in the Interim Report,
provided spot inspections rather than inspection of each unit by the SAA are
proposed.

Consumers. Willing to reach agreement with industry if needs are met in other areas.

Training and Certification

Industry. Willing to accept position of consumer caucus set forth in the Interim
Report.

Consumers. Proposals by this caucus are acceptable to the industry.

Enforcement

Industry. Unwilling to accept State enforcement with HUD oversight. Willing to allow
receiving State the authority to deal with out-of-State manufacturer over a problem
home, if the manufacturer is not subject to double jeopardy. Unwilling to accept over-
sight board. Unwilling to accept private right of action. Amend or eliminate Subpart I.

Consumers. Willing to leave current enforcement system in place for manufacturing
plants with industry-accepted changes already agreed to if industry will give in other
key areas. Require oversight board.

Warranty

Industry. Willing to accept 1 year for all defects, 5 years for plumbing, electrical, and
structure. Unwilling to accept weatherability unless carefully defined and limited, or5
years on mechanical. Unwilling to accept national recovery fund, although willing to
mandate 50 State recovery funds if a way can be found to do so. Want to use ADR to
resolve manufacturer/dealer disputes as well as industry/consumer disputes.
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Consumers. Must have at least 1 year for all defects and 5 years for plumbing, electri-
cal, mechanical, weatherability. Must be backed by national recovery fund or insur-
ance-backed warranty. Must have ADR. Must cover installation and transportation. If
there is a defect, the industry rather than the consumer needs to allocate responsibility
for fixing it. Must have strong enforcement.

Suggestions for Reaching Consensus Based on
Analysis of Caucus Proposals
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Standards

Consensus Process. Construction and safety standards developed and updated through
a consensus process. Resulting standards will be made an American National
Standard.

Adoption of Standards. HUD required to adopt consensus developed standards or
any amendments thereto within 12 months of promulgation; adoption procedure will
be an Administrative Procedure Act (APA) process; HUD failure to act would lead to
automatic adoption by law.

Consensus Committee. A consensus committee will be organized and administered
by a private sector standards-setting organization. Nominations for committee mem-
bers will be made by the administering organization in conformance with ANSI selec-
tion procedures. ANSI interest categories should be modified as follows: “producers”
will be called “industry” and should include manufacturers and retailers; “users” will
include consumers and public officials; and “general interest” will include architects,
engineers, academics, and others with expertise. P1A personnel will be included in the
“general interest” category but may not compose more than 20 percent of the members
from that category. Members of the “general interest” category, other than P1A person-
nel, may not have a financial interest in the industry. Nominees should be qualified by
background and experience to participate in the work of the committee. The nomina-
tions will be forwarded to the Secretary who shall have 60 days to approve or reject the
nominations. Reasons for rejection of any nominee(s) should be stated publicly in a
letter to the administering organization. The committee should be ANS] accredited.

Choice of Administering Organization. The consensus committee should be admin-
istered by one of the following private sector standards-setting organizations: National
Institute of Building Sciences (NIBS), American Society for Testing and Materials
(ASTM), or Council of American Building Officials (CABO). The Commission will make
a recommendation in its final report on which organization it believes would be most
appropriate to administer the consensus committee.

Consumer Technical Analyst. A consumer technical analyst should be a part of the
consensus committee staff.

Testing Procedures. The consensus committee should establish uniform test or evalu-
ation methodologies that are required to evaluate, adequately and uniformly, compli-
ance with existing or proposed standards. A performance standard should not be ap-
plied unless a uniform testing method has been specified.

Binding Interpretations. The consensus committee should issue interpretations of the
standards. These interpretations will be binding upon approval by the Secretary. The
Secretary will have 60 days to review the proposed interpretation, make recommenda-
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tions for the amendments, or reject the interpretation if the Department determines it
to be inconsistent with public health and safety or the Act.

Installation Standard. The consensus committee will develop an installation standard
using ANSI Standard A225.1 as a starting point. The consensus-developed installation
standard will be preemptive.

HUD Authority. The Secretary will have the authority to reject or modify a portion of
the standards or any interpretation upon a finding that health and safety would be
jeopardized or that such a change is necessary to meet the purposes of the law. Any
such rejections or modifications are to be made only through the full APA process.

Emergencies. The Secretary of HUD should have the authority to request the consen-
sus committee to develop interim emergency amendments to the standards, when
necessary, to respond to an emergent health or safety issue.

Rationale. The above suggestions remove industry concerns regarding the equivalency/
comparability of the standards. They provide foran ANSI-accredited consensus process.
Also included are agreements regarding consensus committee balance of interests and
technical competence reached prior to the Commission vote on the Interim Report. A
consumer technical analyst will be provided to assist consumer members of the commit-
tee in evaluating the implications of proposals before the committee. HUD's concerns
will be met by having the Secretary approve all nominees for the consensus committee
without requiring the Department to initiate the organizational process.

Inspections and Approvals
Inspection System. The current third-party inspection system will remain in place.

PIA Termination and Conflict of Interest. Manufacturers and PIAs (when accepting
new work) should be required to notify HUD promptly of a change in the third-party
agency and state the specific reason(s) for the change. Future agreements between
PlAs and HUD should provide that the PIA has an affirmative duty to report any
conflicts of interest (for instance, a DAPIA undertaking design work).

DAPIA Approvals. Retroactive approvals by DAPIAs will not be permitted unless
approved by HUD or HUD's monitoring agent.

Quality Assurance Manuals. Requirements for quality assurance manuals should be
upgraded to include specific criteria for evaluating acceptable workmanship as the home
is being constructed.

Rationale. The suggestions above meet consumer/public official concerns about in-
tegrity of the process by requiring disclosure and an explicit PI1A reporting require-
ment. In addition, quality assurance manuals would be upgraded to improve the abil-
ity of manufacturer quality control and IPIA personnel to evaluate an acceptable level
of workmanship during construction. When combined with increased warranty re-
quirements, these changes should meet consumer/public official caucus demands for
a more effective inspection process without placing undue burdens on industry.

Installation and Transporiation

Inspection of Installations. SAAs will perform random inspections to ensure compli-
ance with the standard.
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Rationale. The cost of inspecting every installation would be prohibitive, particularly
in more rural States. Random or spot checking by SAAs would ensure compliance
without requiring large increases in personnel.

Enforcement

HUD Authority. HUD will retain primary responsibility and authority for the enforce-
ment system. Current provisions under the Act and regulations for optional State par-
ticipation in enforcement activities should be maintained.

Enforcement Remedies. The Actshould be modified to provide HUD with a full range
of enforcement remedies including administrative assessment of civil penalties and
cease and desist orders. A definition of primary inspection agencies should be included
in the Act and penalties under Section 621 decriminalized.

Subpart I Requirements. Eliminate requirements for notification of defects under
Subpart I. Where a serious defect or imminent safety hazard is discovered, States should
be required to notify the manufacturer, other States, and HUD to facilitate investigation
and any necessary enforcement actions. A definition of serious defect will be provided
in the Commission’s Final Report.

Enforcement Information and Oversight Subcommittee. Monitoring reports, the re-
sults of complaint investigations, and other enforcement records are public records and
should be accessible to SAAs and interested citizens. Monitoring reports should be
referred to a subcommittee of the consensus committee for peer review. The subcom-
mittee will make non-binding recommendations to the Secretary for corrective action.
Because its recommendations are advisory, the subcommittee would not operate un-
der strict due process procedures but would provide an opportunity for affected par-
ties to present their views. The subcommittee should be smaller in size than the full con-
sensus committee, but should reflect the same balance of interests in its membership.

Rationale. The above suggestions would meet industry concerns by maintaining the
current enforcement system. However, the suggestions attempt to meet consumer/
public official concerns by enhancing HUD's ability to undertake enforcement actions
through the provision of administrative civil penalties. Further, optional State enforce-
ment provisions of the Act and regulations would be maintained. Industry concerns
are met by eliminating notification requirements for defects under Subpartl. Consum-
ers will continue to be protected against serious defects. Less severe problems will be
handled through the enhanced warranty. Industry concerns regarding the oversight
board are met by making the oversight board a subcommittee of the consensus
committee.

Warranty

Terms and Coverage. Manufacturers and dealers should be required to provide a joint
warranty under the Act. Coverage includes:

1 year for all defects

2 years for appliances or original equipment manufacturer warranty, whicheveris
longer

5 years for mechanical and electrical systems
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5 years for weatherability
5 years for structural soundness

Defects covered under the warranty for weatherability shall include:

Rainwater, snow or air leaks in roofs, walls, floors, siding, windows or doors
Inadequate or missing thermal insulation, air gaps greater than 1/8 inch
Insufficient attic, roof space, or crawlspace ventilation

Deteriorated, cracked, or missing siding so as to form an incomplete envelope

Repair of weatherability defects includes repair of items necessary to restore their weath-
erability functions and repair of other components of the real property damaged by the
weatherability defects.

Defects shall be repaired within 30 days of receipt of written notice and 5 days in emer-
gency situations. The warranty shall cover defects regardless of whether they arise as a
result of faulty design, construction, transportation, or installation.

Performance Standards. The code developed by the consensus committee should in-
clude standards for the level of quality of materials, performance, and workmanship
prescribed by the warranty.

Claims Process. A claims process will be established that allows the homeowner to
file a claim with one entity and ensures correction within a reasonable time. Manufac-
turers and dealers will have first opportunity to correct the defect. If the defect is not
corrected satisfactorily, an alternate dispute resolution process would be initiated. Under
the ADR process, an impartial dispute settler would investigate the problem and issue
a ruling identifying the party responsible for correcting the defect, the items that need
to be corrected, and the time period for correction.

National Recovery Fund. A national recovery fund administered by the States should
be established under the Act. The fund should cover claims of homeowners if a manu-
facturer or dealer goes out of business or if the manufacturer or dealer refuses to make
repairs under the warranty dispute resolution process. The recovery fund will be fi-
nanced by charges levied at the time of sale on manufacturers and dealers and based on
actuarial factors. Funds collected will be held in trust outside of the Federal budget
and should be used only for purposes of the fund.

Manufacturer/Dealer Registration. All manufacturers and dealers will be required to
register with the national recovery fund. Registration will be required to sell homes.
Revocation of registration should be mandatory if a manufacturer or dealer fails to
correct a defect that has been determined to be its responsibility.

Data Collection and Dissemination. The fund will collect, aggregate, and distribute
claims data to all SAAs by types of defect, frequency, and location by manufacturer,
plant, model, or system. SAAs and HUD will use data to assist monitoring of IP1A
performance.

Preemption. States with recovery funds and bonding programs equal to or exceeding
Federal program requirements would not be preempted. HUD would be required to
make such determinations in conformance with statutory guidelines.

Rationale. The above suggestions meet consumer/public official concerns by provid-
ing a long-term comprehensive warranty and a national recovery fund. Industry con-
cerns are met by limiting the warranty to 5 years and providing an ADR process.
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This memorandum served as the framework for negotiations. The Commissioners expressed
their opinions and concerns on each point. Because of industry concerns and industry resis-
tance to a national recovery fund, consumer representatives agreed to drop the require-
ment for a national recovery fund, and agreed instead to State recovery funds. Following
the day-long session of negotiations by the Commissioners, the staff prepared a new draft
Interim Report, incorporating the positions that had been decided. See Appendix D of this
report for the entire Interim Report submitted to Congress on March 1, 1994, with a com-
plete list of consensus recommendations made by the Commission.

The Commissioners reviewed the draft Interim Report and fully discussed the “systemic
problems” of manufactured housing. Revisions were made to the descriptions of some of
the problems as listed in the Interim Report, primarily to allay the industry’s general con-
cern about the negative tone of the descriptions.

Consensus was reached on the major issues, with some details still to be worked out be-
tween the consumer and industry caucuses. The Interim Report, as amended, was accepted
by aroll call vote of 13 in favor (Commissioners Bowman, Burley, Connolly, Eckman, Hussey,
Jensen, Kennedy, Lear, Logan, Scarponi, Taylor, Wehrman, and Boosalis), 0 opposed, 1 ab-
sent (Commissioner Harley), and 3 abstentions (Commissioners Meier and Soldati and the
HUD representative).

March 1994

The Commission submitted its Interim Report to the Congress on March 1, 1994. The March
Commission meeting began with a discussion of the legislative process. An industry repre-
sentative on the Commission expressed concern about the timing of legislation this year,
and suggested that loose ends be resolved first, with a discussion of the legislative process
to follow. Discussion of the legislative process was deferred until the end of the meeting.

The Commission discussed warranty issues to clarify the responsibility of the retailer for
structural problems resulting from installation in years 2 through 5 of the warranty. Indus-
try representatives on the Commission reported encountering resistance from retailers on
the proposed 5-year structural warranty on installation. They reported that retailers, who
now provide no warranty, would be willing to accept a 1-year installation warranty, but
would not be willing to provide a 5-year warranty on the structure for installation-related
problems. A retailer member of the Commission acknowledged, however, that “the con-
sumer is left in this gray area again” if, 3 years after purchase, a structural problem arises
and the manufacturer determines that it is a set-up problem. The Commissioners discussed
the likelihood that an installation problem might not appear in the first year of the war-
ranty; a manufacturer member indicated that it would be rare for such a problem not to
show up in the first year. Several homeowner members disagreed. Anotherindustry mem-
ber indicated that improper installation occurs in part because there is no money to finance
a proper installation, so “the dealers might cheat and the factory stands still while they
cheat.” Industry members agreed to work within the industry to try to develop, before the
April Commission meeting, a solution to the issue of warranting the installation for struc-
tural integrity.

The next issue discussed was that of weatherability coverage under the warranty. A Com-
missijoner representing the industry stated that it would be covered under the 1 year war-
ranty. The discussion turned to heating/cooling equipment coverage under the warranty,
and a distinction was made between the actual equipment and the air distribution system.
There was general agreement that suppliers warrant furnaces for 1 year, although some
suppliers have gone to 2 years, and an industry representative said that manufacturers are
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unwilling to warrant furnaces beyond the equipment manufacturer warranty. The issue of
inadequate heating performance because of an undersized furnace, according to industry
members of the Commission, was defined as negligence in manufacture, with no time limit
on fixing the problem and no need for warranty coverage. Most agreed that the ductwork
or air distribution system was covered under the structural warranty, and the industry
representatives agreed to explore that issue further.

Commission staff provided a cost analysis on State recovery funds, which was followed by
extensive Commission discussion. A number of Commissioners believed that the costs
estimated by staff represented a worst-case scenario and would not be so high in reality.

During the afternoon session, the Commissioners went by bus to HUD, where they met
with Secretary Henry G. Cisneros and Assistant Secretaries Michael A. Stegman and Nicho-
las P. Retsinas. The Commission chairman presented the Interim Report to the Secretary,
who commended the Commission for reaching consensus and indicated his support for the
Commission’s work. Secretary Cisneros stated that HUD would respond quickly to the
Interim Report and would work with the Commission to achieve legislation this year. He
also said that he owned a manufactured home that he uses as a vacation home. The Secre-
tary stressed that he was aware of the recent improvements made to manufactured hous-
ing, and that he regarded it as an important resource in providing homeownership oppor-
tunities to American families, including those with modest incomes.

After the meeting with Secretary Cisneros, the Commission reconvened and discussed a
proposed definition of “serious defect.” After extensive discussion, the Commission voted
unanimously to approve the following definition: “Serious defect means a failure to com-
ply with any applicable Federal manufactured home construction and safety standard that
creates a defect in the performance, construction, compliance, or material of a manufac-
tured home that constitutes a safety hazard or that affects the home to the extent it becomes
unsafe or otherwise unlivable.”

The Commission then discussed and agreed on proposed guidelines for maintaining con-
sensus, which included supporting the Interim Report recommendations in all dealings
with the public, clarifying recommendations for the Final Report rather than renegotiating
specific agreements, and refraining from acts intended to unravel the consensus.

Then, discussion turned once again to the structural warranty on installation. An industry
representative on the Commission indicated that, because of the lack of warranties now, the
concept is new to many people. He indicated that there were three major industry meet-
ings in the next 4 weeks, and that he and other industry members would be present at those
meetings to try to garner support from manufacturers and retailers for the Commission’s
recommendations. One Commissioner, a public official, summed up by saying that the
installation issue is not new, and that it stands out as an area where Commission action is
most justified. He stressed that Commission testimony and discussion indicated that there
are more problems with installation than with the manufacturing process. He suggested
that if the installation problem were not addressed through an accountability mechanism,
such as the 5-year warranty, then it should be addressed through a much more intensive
inspection system.

The Commission returned to a discussion of weatherability. The Commissioner spokes-
man for the consumer caucus stated that their main concern about weatherability beyond-
the first year was leaks attributable to a structural defect. The Commissioner spokesman
for the industry caucus said he believed that such leaks would be covered under the 5-year
structural warranty. The spokesman for the consumer caucus stated that the 1-year war-
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ranty on weatherability would then be acceptable, provided structurally caused leaks were
indeed covered under the structural warranty.

The Commission returned to the issue of heating/cooling under the warranty, and the in-
dustry spokesman agreed that the air distribution system would be covered under the 5-
year warranty. The furnace itself would be covered for 1 or 2 years, depending on the
supplier’s warranty.

The next issue discussed was performance guidelines for the warranty. The consumer
spokesman indicated that the underlying concern was that there be uniformity both over
the years and across the country in warranty coverage. Two issues were of concern: (1)
reaching agreement on the performance requirements; and (2) that such guidelines would
be communicated in legislation or the Final Report. He agreed to work on this issue with
the spokesman for the industry caucus and report back with a recommendation in April.

Commission staff presented information on the alternate dispute resolution issue, described
the process, and recommended principles for guiding the design of the process. After dis-
cussion, the Commission agreed by consensus that the recommended principles beincluded
in the Commission’s Final Report.

An industry representative raised a concern about enforcement. A motion was made and
passed to add the following new sentence to the Enforcement section, item # 4, in the In-
terim Report recommendations: “Committees would review the performance of partici-
pants in the enforcement system, especially the SAAs, PIA staff, and individuals perform-
ing HUD’s monitoring function, to ensure that those individuals and organizations are
performing their duties in a reasonable and effective manner.”

The Commission discussed the administration of the consensus committee, and agreed to
invite representatives from CABO, NIBS, and ASTM to make brief presentations at the May
meeting if they were interested. There was also discussion about whether consumer mem-
bers of the consensus committee could receive a stipend, and the staff agreed to do research
on the subject.

The executive director reported that the “recommendations” section of the Final Report
would be drafted and sent to Commissioners 1 week before the April Commission meet-
ing. He also indicated that there would be informal conversation with Congressional staff
regarding who would begin drafting legislative language to implement the Interim Report.

April 1994

The April meeting in Raleigh, NC, began with a day-long tour of a manufactured housing
plant and two manufactured housing subdivisions. The formal meeting the next day opened
with a panel of witnesses representing the SAAs from Michigan, North Carolina, Texas,
and Virginia. Panelists provided the following comments on the Commission’s Interim
Report: (1) keep the Commission’s recommendations from being burdensome to both the
industry and consumers; (2) allow State systems to continue to operate successfully; (3)
update the construction standards in a timely manner; (4) training of personnel is very
important; and (5) States need to get straight answers from HUD. After the presentations
were completed, the Commission had an extensive discussion with all panelists on the
issues they raised.

Next was a presentation by a professor in the College of Human Ecology at Michigan State
University who is also a housing specialist with the Cooperative Extension Service. Her
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remarks centered on three issues affecting the housing crisis: housing affordability, quality,
and availability. She related those issues to the role that manufactured housing can play in
alleviating the housing crisis.

Anindustry panel representing State manufactured housing associations from Alabama, Michi-
gan, North Carolina, and Texas, along with a representative of the Oakwood Homes Corpora-
tion in North Carolina, made presentations regarding their views of the Interim Report recom-
mendations. Their comments included that: (1) States need as much flexibility as possible in
the manufactured housing program to protect consumers; (2) alternatives to the warranty must
be considered; (3) the consensus approach to standards development is correct; (4) the recov-
ery funds need to be considered closely in light of their costs, values, and benefits; and (5) the
financing recommendations were appreciated. After all presentations were complete, there
was extensive discussion among the panelists and the Commissioners.

Three North Carolina homeowners testified about problems faced by homeowners, with
emphasis on landlord-tenant problems in manufactured housing rental communities.

Next, the Commission turned to resolving open issues and discussing the legislation. The
executive director reported that an attorney had been hired to draft the legislation, which
had been sent to Commissioners 9 days prior to the meeting. Congressional staff had
indicated that they did not have the time or resources to prepare the legislative language,
and suggested that the Commission employ somebody with experience to do the writing.
The industry spokesman indicated that he did not feel there was sufficient time to review
the draft adequately and approve it at this meeting, and he also expressed his feeling that it
was improper for the Commission to become involved in the legislative process prior to the
completion of the Final Report. The consumer spokesman pointed out that the Commis-
sion had planned since its first meetings to make its policy decisions by January, 1994, so
that there would be time to translate the Commission’s recommendations into legislation
for consideration in 1994. He indicated that a give-and-take process involving the Com-
mission, HUD, and Congress was necessary to ensure that the Commission’s recommenda-
tions were accurately translated into legislative language. The Commission agreed to move
forward by discussing the major issues, with the understanding that the legislation would
be redrafted based on these discussions. The resulting draft would be sent to the Commis-
sioners before the May meeting. The industry spokesman reserved the right to object and
to urge the industry organizations to object if a legislative package with which he was
uncomfortable went forward.

The HUD representative on the Commission stated that he expected HUD's formal com-
ments on the Interim Report to be submitted to the Commission shortly.

The Commission next discussed the retailer’s 5-year structural warranty for damage attrib-
utable to installation. Industry representatives reported that retailers continued to have
objections to the warranty. They indicated that States wanted flexibility on this matter,
suggesting that the 5-year retailer warranty include the options of: (1) 100 percent inspec-
tion by the State, or its designee, with installation problems in years 2 through 5 covered
under a State recovery fund in lieu of requiring the retailer to warrant after the first year;
and (2) allowing the States to require joint and several liability between the manufacturer
and the retailer in years 2 through 5. If the State adopted neither of these options, the
retailer would be responsible for the full 5-year warranty. The spokesman for the consumer
caucus indicated that this proposal was acceptable to consumers.

The Commission then discussed the transferability of the warranty and agreed that the war-
ranty would be transferable between owners during the 5-year period of coverage, but not if
the home were moved from its original site. Concerning inspections of retailer lots, there was
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general agreement that inspections averaging once every 2 years were appropriate, with the
understanding that problem cases would get more attention, and others might get less.

There was a discussion of supplier versus manufacturer warranties for materials used in
manufactured home construction. It was agreed that the warranties would be independent
of each other, and if a product were installed improperly and failed as a result, the
manufacturer’s warranty rather than the supplier’s warranty should cover the problem.

The Commission discussed providing a stipend for consumer members of the consensus
committee. Based on legal research, there appeared to be no bar to such payments. The
Commission agreed to recommend that consumer members of the consensus committee
who are not compensated for their work on the committee receive a stipend of $100 per day
for each day the committee meets.

Other agreements reached by the Commission were that the Final Report should state that
the consensus committee would not be subject to the Federal Advisory Committee Act, and
that any damage to a home caused by a defect should be covered under the warranty.

Warranty performance guidelines were discussed, and agreement was reached to have the
consensus committee develop the items that would be covered, as well as exclusions. The
industry expressed concern that the consensus committee not create prescriptive require-
ments that totally foreclose manufacturer and retailer flexibility in warranty drafting. In
response, the Commission approved the following language for inclusion in the Final Report:

Warranty Performance Guidelines

The validity of any homeowner’s claim under the warranty shall be determined on the
basis of a good industry practice which assures quality materials and workmanship.
The consensus committee shall develop minimum guidelines for the level of quality [of]
materials, performance and workmanship to assist SAAs and other dispute settlers in
resolving warranty claims and minimizing the need for litigation. The consensus com-
mittee may create a subcommittee or working group to undertake the initial develop-
ment of the guidelines. The warranty performance guidelines are not intended as pre-
scriptive requirements under the HUD Code. They shall not be interpreted by HUD as
replacing, modifying, or supplementing current or future performance standards.

The goal of warranty performance guidelines is to assure the consumers benefit from
warranties that meet at least minimum standards of coverage and do notinclude unrea-
sonable exclusions, and which are uniformly interpreted and administered. It is the
Commission’s intention that manufacturers and retailers retain reasonable flexibility
both in drafting their warranties and in providing coverage for items not required by
statute. States have flexibility in requiring coverage for items not required by Federal
statute. The performance guidelines do not cover damage due to failure to carry out
required homeowner maintenance as set forth in the manufacturer’s consumer manual,
or homeowner abuse of the home. An example of warranty terms is attached.

The Commission then returned to a clarification of the installation warranty. The industry
voiced concern over site preparation, and the Commission agreed to add the following to
the current consensus-developed installation warranty:

In cases where the home buyer undertakes (his) own site preparation, the retailer has
the right to ask the home buyer for an engineering certification, contractor certificate, or
building inspector certification, that preparatory work is in accordance with code and
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regulations. If the home buyer fails to provide such certification to the retailer, the war-
ranty is limited to 1 year. Written disclosure of correct site preparation and these limita-
tions to the customer must be made by retailer before sale. Retailers will be required to
offer conforming installation. If offer and disclosure are not made, the warranty is for 5
years. If the homeowner chooses to install the unit himself, then there is no installation
warranty.

Next, the Commission discussed the legislation. An industry spokesman objected to the
tone of the “Findings” section of the legislation, feeling it to be too negative. He suggested
including some positive findings to provide balance. The Commission agreed to consider
including such statements when the industry provided them.

An industry spokesman questioned including the word “installation” in the definition of
“Federal manufactured home construction and safety standard” in the statute. He inter-
preted that as federalizing the installation standard, which, he said, was not his recollection
of the events. His interpretation was that there would be a mode! installation standard, but
because the Interim Report recommended that the consensus committee assume the role of
secretariat of ANSI Standard A225.1, participation would be voluntary by the States. Ac-
cording to the consumer caucus members, this understanding was counter to their inter-
pretation and intent. They believed that the ANSI standard would be a minimum Federal
standard that would preempt State standards that failed to meet or exceed it.

After caucusing, the industry representative stated there were two problems related to the
installation standard. The first had to do with States that already had instaliation stan-
dards, which might be forced to redo their standards if they were less than the preemptive
installation standard. The second problem was ANSI A225.1 itself, which had recently
been changed and might not be appropriate as a mandatory minimum standard. His rec-
ommendation was to have the consensus committee establish a minimum installation stan-
dard without reference to ANSI A225.1, and to grandfather States with existing installation
standards. After discussion, it was agreed that HUD would determine whether a given
State’s installation standard met the Federal preemptive installation standard; if not, the
preemptive Federal standard would apply. States would have 2 years to amend their regu-
lations, and 4 years to amend their laws from the time the Federal installation standard
took effect. The Commission also agreed to have the consensus committee develop the
installation standard, rather than reference the ANSI standard. The industry spokesman
indicated that he believed this agreement could be acceptable to the industry.

The HUD Representative questioned the inclusion of the terms IP1A, DAPIA, and PIA in
the statute, stating that HUD would likely oppose identifying specific entities in the stat-
ute. It was agreed to defer the issue until the Commission received HUD's formal
comments.

The Commission then discussed the ADR process and recovery fund issues. A proposal by
industry to charge the homeowner a nominal fee for the ADR process was discussed and
rejected. It was decided to place a cap on claims to the recovery fund, either the cost of
repair or the value of the home, whichever was the lesser. Access to the courts and the tie-
in of recovery funds to the ADR and litigation processes also were considered, but not
resolved. The Commission agreed that the ADR process, as written in the draft legislation,
did not clearly reflect the Commission’s intentions, and that more work needed to be done
on the entire ADR/recovery fund issue. The Commissioners decided that the discussion
would be continued at the next meeting, when a reworked proposal would be available.

With review of the legislation only partially completed at the conclusion of the meeting, it
was decided that all Commissioner comments on the legislation should be forwarded to
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the Commission staff within 1 week, by the following Friday. Comments on the Recom-
mendations section of the Final Report would be due at the Commission office in 2 weeks
to allow for re-drafts of both documents to be sent to the Commissioners well in advance of
the May meeting.

May 1994

This meeting was the last working session of the Commission because of the deadline for
completing action on the Final Report and the legislative language to implement the
Commission’s recommendations. Comments received on the legislative language, includ-
ing HUD comments, had been distributed to the Commission 12 days before the meeting,
as had a draft of the Final Report. A revised draft of the legislation had been sent to the
Commissioners 20 days before the meeting. The Chairman reiterated the plan to vote on
the final draft of legislative language before the end of the day. Caucus time was available
for industry and consumer representatives to determine their positions on key issues. An
industry member of the Commission again expressed reservations about proceeding with
legislative language before the Commission had completed the Final Report. The execu-
tive director indicated that it was important to ensure that agreement was maintained on
key issues before proceeding through the entire legisiative package.

The consumer and industry caucuses met and returned with lists of major issues of con-
cern. Of the issues raised by both caucuses to be resolved during discussion of the legisla-
tion, the following emerged as primary for both groups: HUD's role regarding installation,
ADR, State recovery funds, and warranties; a seamless warranty; preemption; and the con-
sensus process. The chairman decided to proceed first with the discussion of the warranty.
An industry spokesman objected, preferring instead to discuss the new industry concern
over the perceived increase in HUD's role, based on the HUD comments submitted earlier.
The Chairman proceeded with the discussion of the warranty.

The industry caucus, after consultation with manufacturers and retailers during the
previous month, declared its support for its pre-consensus position in the initial November
1993 proposal, which supports the terms and conditions of the Fleetwood 1/5-year war-
ranty, with no warranty coverage after the first year for installation. An industry spokes-
man expressed that even though they had negotiated a 5-year warranty covering installa-
tion, the industry itself would not support a 5-year installation warranty. A consumer mem-
ber recalled the negotiations for reaching consensus when the 10-year warranty was pro-
posed by the consumers and compromised down to 5 years in the Interim Report.

Another consumer member proposed to the industry members that the Commission continue
to discuss finalizing the legislative language, based on the Interim Report, accepting thve fact
that there would be opposition from retailer interest group members. An industry spokesman
stated that if the warranty revisions relieving retailers of warranty responsibilities after the
first year were not changed in the legislation and Final Report, then the industry would need
to submit a minority report to accompany the Commission’s Final Report to Congress.

During discussions, three alternatives to the 5-year installation warranty were discussed:
100 percent inspection by the States with backing by a State recovery fund for years 2 through
5, joint and several liability by the manufacturer and retailer, and different breakdowns of
the 5-year time period for which the retailer and manufacturer would be responsible, such
as the retailer for the first 2 years, and the manufacturer the remaining 3. All were unac-
ceptable to the industry. Also during the discussions, the HUD representative reiterated
the Department’s support for the principle of the Interim Report, which was 5-year cover-
age for faulty installation.
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After caucusing, an industry spokesman stated that the industry’s opposition was based
upon the timing of providing legislation to Congress, and that it was premature to move
forward with legislation. He moved that the Commission not go forward with legislation
this year. The motion was defeated by a vote of nine to six, with one absent and one absten-
tion. Another industry spokesman responded to the vote by saying that the industry was
not prepared to have any further discussion on the draft legislation as it existed.

A consumer spokesman requested that a vote be taken on the retailer installation warranty
that provided for 5-year seamless coverage. The vote was nine in favor, six opposed, one
absent, and one abstention. A consumer representative asked why the manufacturer repre-
sentatives voted against the provision they had heartily endorsed for months. The manu-
facturer representatives explained that the main issue for them was moving on the legisla-
tion this year. The response from a consumer member was that “what you're trying to do is
postpone the most important of our work tasks until we no longer exist, and naturally, we
have a bit of a problem with that.” The Commission proceeded with a line-by-line discus-
sion of the legislation. In response, the industry representatives announced that they would
not remain to discuss legislation and thereby adjourned to work on the Final Report. For
the remainder of the meeting, one industry member remained for the full discussion, and
another returned with proxy votes on the third day.

The remaining Commissioners spent the rest of the day reviewing the legislation. Prior to
the May meeting, staff had prepared and distributed a document that outlined the line-by-
line comments, suggestions, and criticisms received from the Commissioners since the April
meeting. Most, but not all, of the suggested changes received from both industry and con-
sumer members had been incorporated into this document. The Commissioners remain-
ing in the meeting expressed the desire to create a legislative document that was faithful to
the Interim Report recommendations. To complement such a legislative document, they
elected to create, for submission to Congress, a separate list of recommendations of any
changes they wanted to recommend outside the consensus agreement. Separate roll call
votes were taken on accepting the amended legislation and the list of new recommenda-
tions. The votes were nine in favor (Commissioners Bowman, Burley, Connolly, Eckman,
Jensen, Meier, Soldati, Wehrman, and Boosalis), six opposed (Commissioners Hussey,
Kennedy, Lear, Logan, Scarponi, and Taylor), one absent (Commissioner Harley), and one
abstention (HUD representative) in each case.

The Commissioners moved to a review of the Final Report. The intent of the remaining
Commissioners was also to craft a Final Report that was faithful to the Interim Report agree-
ments. On the morning of the third day, representatives from the three standards-develop-
ing organizations mentioned in the Interim Report—ASTM, CABO, and NIBS—gave brief
presentations on their interest and ability to administer the consensus committee process.
After discussion, the Commissioners selected NIBS as the organization it recommended to
administer the consensus committee; the roll call vote was 10 in favor (Commissioners
Bowman, Burley, Connolly, Eckman, Harley, Jensen, Meier, Soldati, Wehrman, and Boosalis),
5 opposed (Commissioners Hussey, Kennedy, Lear, Logan, and Taylor), and 2 abstentions
(Commissioner Scarponi and the HUD representative).

Prior to the meeting’s adjournment, a vote was taken to accept the Final Repori language with
the stipulation that the changes made by the Commissioners be incorporated into the docu-
ment. The vote was 10 in favor (Commissioners Bowman, Burley, Connolly, Eckman, Harley,
Jensen, Meier, Soldati, Wehrman, and Boosalis), six opposed (Commissioners Hussey, Kennedy,
Lear, Logan, Scarponi, and Taylor), and 1 abstention (HUD representative). A three-member
committee of Commissioners was appointed by the Chairman to review the Final Report after
the changes were made and before it was sent to the Government Printing Office.
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Commission Hearings, Witnesses,

and Statements Received

Washington, D.C.

January 7-8, 1993
Garth Reiman, Minority Staff G. Robert Fuller, Director,
Director, Subcommittee on Housing and Manufactured Housing and Construction
Urban Affairs, Committee on Banking, Standards Division, Office of Manufac-
Housing, and Urban Affairs, United States tured Housing and Regulatory Functions,
Senate, Washington, D.C. U.S. Department of Housing and Urban

Development, Washington, D.C.
Calvin Snowden, Coordinator,

External Services, General Services
Administration, Washington, D.C.

Washington, D.C.
February 11-12, 1993

Panel I: Overview of Federal Manufactured Housing Program
U.S. Department of Housing and Urban Development

David C. Nimmer, Director, Office of Peter S. Race, Assistant General
Manufactured Housing and Regulatory Counsel, Program Compliance Division,
Functions Office of General Counsel

G. Robert Fuller, Director, Manufactured Stuart L. Margulies, Chief, State Admin-

Housing and Construction Standards istrative Agency and Consumer Liaison
Division, Office of Manufactured Housing Branch, Office of Manpfactured Housing
and Regulatory Functions and Regulatory Functions

Philip W. Schulite, Jr, Chief, Robert J. Coyle, Director, Title I Insur-
Compliance Branch, Office of Manufac- ance Division, Office of Manufactured

tured Housing and Regulatory Functions Housing and Regulatory Functions

Panel Il: The Role of the States in the Federal

Manufactured Housing Program
James Phillips, Director, Department David Goins, Administrator,
of Manufactured Housing, Manufactured Housing Division,
Recreational Vehicle and Modular Department of Insurance, Raleigh,
Units, Missouri Public Service North Carolina

Commission, Jefferson City, Missouri
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Panel Ili: Manufactured Housing Industry

Jerry C. Connors, President, Manufactured Walter Wells, President, Schult Homes
Housing Institute, Arlington, Virginia Corporation, Middlebury, Indiana

Panel IV: Role of Inspection Agencies

R.F. (Ray) Tucker, P.E,, President, Mark Luttich, Director, Division of

Resources, Applications, Designs and Housing and Recreational Vehicles,

Controls, Inc., Gardena, California Department of Health, Lincoln, Nebraska
Washington, D.C.

March 11-12, 1993

Public Witness

Deborah Chapman, President and
Founder, Pennsylvania Manufactured
Home Owners Association of America,
Lancaster, Pennsylvania

Panel I: Manufactured Housing Industry

Danny Ghorbani, President, Association Thomas Underwood, Executive Vice

for Regulatory Reform, Washington, D.C. President, Palm Harbor Homes, Inc.,
Dallas, Texas

Ralph Camp, Vice President, Production,

Mascot Homes, Inc., Grambling, South James Shea, Jr., Vice Chairman,

Carolina Fairmont Homes, Inc., Nappanee,
Indiana

Panel I§: Related Federal Programs

Matt Felber, Branch Chief, Special John P. Millhone, Deputy Assistant
Programs, Farmers Home Secretary, Building Technologies
Administration, U.S. Department of Conservation and Renewable Energy,
Agriculture, Washington, D.C. U.S. Department of Energy,

Washington, D.C.

Panel I1l: Retail Financing

Larry Gilmore, Oakwood Acceptance,
Inc., Greensboro, North Carolina
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Panel IV: Secondary Mortgage Markets

Michael Daly, Executive Vice President, Grace Huebscher, Corporate Vice
Government National Mortgage Association, President, National Cooperative Bank,
Washington, D.C. Washington, D.C.

Panel V: Alternatives for Preemptive Regulatory Systems

Philip Schneider, Director, Technical
Programs, National Institute of Building
Sciences, Washington, D.C.

Washington, D.C.
May 6- 7, 1993
Jack Brady, Acting Deputy Assistant G. Robert Fuller, Director, Manufac-
Secretary, Single Family Housing, U.S. tured Housing and Construction
Departnent of Housing and Urban Standards Division, Office of Manufac-
Development, Washington, D.C. tured Housing and Regulatory Func-

tions, U.S. Department of Housing and
Urban Development, Washington, D.C.

Portland, Oregon
June 10-12, 1993

Panel I: Special Northwest Manufactured Housing Support Programs

Stephen Onisko, Chairperson, Joan Brown, Executive Director,
Manufactured Housing Technical Advisory = Northwest Pride Program, Washington
Group, Bonneville Power Administration, Manufactured Housing Association,

Portland, Oregon Olympia, Washington

Dr. Alan Lee, Staff Scientist, Battelle Pacific Curtis Richards, General Manager,
Northwest Laboratory, Richland, Guerdon Industries, Lake Oswego,
Washington Oregon
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Panel Il: The Roles of Production Inspection Primary Inspection Agencies (IPIAs)
and Design Approval Primary Inspection Agencies (DAPIAs) in the Federal
Manufactured Housing Program

Dan Wolfenbarger, Construction Compli-
ance Inspection Chief, State of Washington,
Olympia, Washington

Dana Roberts, Manager, Salem Operations,
Building Codes Division , State of Oregon,
Salem, Oregon

Mike Goett], IPIA Lead Inspector, Salem
Operations, Building Codes Division, State
of Oregon, Salem, Oregon

Patrick Lewis, IPIA Administrator, Manu-
factured Structures and Parks Programs,
Oregon Building Codes Agency, Salem,
Oregon

Don Korenek, Inspector, Texas Depart-
ment of Licensing and Regulation,
Arlington, Texas

Edward Short, Manufactured Housing
and Recreational Vehicle Coordinator,
Division of Occupational and Profes-
sional Licensing, Department of Com-
merce, Salt Lake City, Utah

Al Rust, Quality Assurance Manager,
Fleetwood Homes, Woodburn, Oregon

Mike Zieman, Resources, Applications,
Designs and Controls, Inc., Gardena,
California

Public Witnesses

Otto Gaither, Park Owner/Developer,
Vancouver, Washington

Penny Fletcher, Vice President, Idaho
Manufactured Homeowners Federation,
Boise, Idaho

Jack Richmond, State Volunteer
Coordinator, American Association of
Retired Persons, Boise, Idaho

Wendell Verdine, Park Owner, Seattle,
Washington

Ward Sinsel, President, Idaho Manufac-
tured Home Owners Association, Boise,
Idaho

Nicky Phillips Baker, President, Wash-
ington State Mobile Home Owners of
America Association, Washington

Dwayne Osburn, Oregon State
Legislative Committee, American
Association of Retired Persons, West
Linn, Oregon

Alexandria, Virginia
luly 14-16, 1993

Panel I: Homeowners’ Panel

Deborah J. Chapman, President, Pennsyl-
vania Manufactured Homeowners of
America, Inc., Lancaster, Pennsylvania

Jeri E. Stumpf, Vice President, Pennsylva-

nia Manufactured Homeowners of America,

Inc., Lancaster, Pennsylvania

Robert Ryley, Administrative Director,
Mobile Home Owners Association of
New Jersey, Inc., Jackson, New Jersey
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Panel il: Manufactured Housing Industry

Jerry Connors, President, Manufactured
Housing Institute, Arlington, Virginia

Judith Thornton, Executive Director, New
Jersey Manufactured Housing Association,
Trenton, New Jersey

James Moore, Executive Vice President,
Pennsylvania Manufactured Housing
Association, New Cumberland,

Pennsylvania

Panel Ili: State Administrative Agencies

Kanti Patel, Chief, Department of Housing
and Community Development, Maryland
Code Administration, Crownsville,
Maryland

Curtis Mclver, Associate Director,

Office of Code Enforcement, Department of
Housing and Community Development
Richmond, Virginia

John F. Boyer, Jr., Chief, Division of
Manufactured Housing, Department of
Community Affairs, Harrisburg,
Pennsylvania

Panel IV: Manufactured Housing Industry

Danny D. Ghorbani, President, Association
for Regulatory Reform, Washington, D.C.

Thomas Underwood, Executive Vice
President, Palm Harbor Homes, Inc., Dallas,
Texas

James E. Shea, Jr., Vice Chairman,
Fairmont Homes, Inc., Nappanee, Indiana

John Doeden, Partner, K2-Engineering,
Inc., Goshen, Indiana

Panel V: U.S. Department of Housing and Urban Development

G. Robert Fuller, Director, Manufactured
Housing and Construction Standards
Division, Office of Manufactured Housing
and Regulatory Functions, U.S. Department
of Housing and Urban Development,
Washington, D.C.

Philip W. Schulte, Jr, Chief Compliance
Branch, Office of Manufactured Housing
and Regulatory Functions, U.S. Department
of Housing and Urban Development,
Washington, D.C.

Stuart I. Margulies, Director, State and
Consumer Liaison Division, Office of
Manufactured Housing and Regulatory
Functions, U.S. Department of Housing and
Urban Development, Washington, D.C.

Ashok Goswami, Director, Housing and
Building Technology Division, National
Conference of States on Building Codes
and Standards, Herndon, Virginia

Peter S. Race, Assistant General Counsel,
Program Compliance Division, Office of
General Counsel, U.S. Department of
Housing and Urban Development,
Washington, D.C.
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Panel Vi: Primary Inspection Agencies

Patrick G. Lewis, Program Manager and Ned Myers, President, Progressive
Chief Inspector, Manufactured Sructures Engineering, Inc., Goshen, Indiana
and Parks Programs, Oregon Building

Codes Agency, Salem, Oregon R.F. (Ray) Tucker, P.E., President,
Resources, Applications, Designs and

Robert A. Johnson, Vice President, Controls, Inc., Carson, California

Hilborn, Werner, Carter & Associates,

Clearwater, Florida Thomas R. Arnold, President, T.R.

Arnold & Associates, Inc., Elkhart, IN.
Mike Slifka, Vice President, PFS Corp.,
Madison, Wisconsin John Pabian, Underwriters’ Laboratories,
Inc., Northbrook, Illinois

Portland, Maine
August 18-20, 1993

C. Curtis Peterson, Executive Vice President, Honorable Beverly Bustin, Assistant
American Hardboard Association, Palatine, =~ Senate Majority Leader, Maine State
1llinois Senate, Augusta, Maine

Panel I: Cooperative Financing

Paul Bradley, Project Director, New
Hampshire Community Loan Fund,
Concord, New Hampshire

Panel H: Consumers and Homeowners

Florence Quast, President, Mobilehome Doris Levesque, Executive Director,

Owners and Tenants Association of New Mobilehome Owners and Tenants

Hampshire and, President, National Association of New Hampshire and

Foundation of Manufactured Homeowners,  President, New England Council of

Concord, New Hampshire Manufactured Home Residents, Concord,
New Hampshire

Panel lil: State Administrative Agencies

Dave Preble, Executive Director, Richard Norton, Director, Mobile Home
Manufactured Housing Board, Department  Section, Division of Housing and

of Professional and Financial Regulation, Community Renewal, Bronx, New York
Augusta, Maine
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Panel IV: Manufacturers and Retailers

Robert Howe, Executive Director, Maine Richard Rogee, Owner, Lamplighter
Manufactured Housing Association, Homes, Fort Edward, New York
Augusta, Maine

Don Barrow, Vice President, Skyline
Donna Trembley, President, Images Housing Corporation, Elkhart, Indiana
Concepts, Inc., Rochester, New Hampshire

Public Witnesses
Robert T. Gore, Professional Engineer, Timothy Lee, Lee Housing Consultants
Member, Maine Manufactured Housing
Board, Acton, Maine Mary Benjamin, Homeowner, Casco,
Maine

Paul Mullins, Member, Board of Directors, . .
Mobile Home Federation of Massachusetts =~ Marietta Morin, Homeowner, Augusta,

Maine

Theresa Defosses, Vice Chair, . .
Maine Manufactured Housing Board Linna Michaud, Homeowner,
Scarborough, Maine Brunswick, Maine

Alexandria, Virginia

September 21-23, 1993

C. Austin Fitts, Managing Pariner, Frank Walter, Vice President, Technical
Hamilton Securities Group, Activities, Manufactured Housing
Washington, D.C. Institute, Arlington, Virginia

Timothy Lee, Lee Housing Consultants

Airlie, Virginia
November 17-19, 1993

No presentations, witnesses, or statements received

Alexandria, Virginia
January 5-7, 1994

No presentations, witnesses, or statements received

Alexandria, Virginia
February 34, 1994

No presentations, witnesses, or statements received

Alexandria, Virginia
March 34, 1994

No presentations, witnesses, or statements received
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Raleigh, North Carolina
April 13-15, 1994

Panel I: Regulatory Panel

Brian Fannon, Commissioner, Michigan
Manufactured Housing Commission,
Farmington Hills, Michigan

Curtis Mclver, Associate Director, Office of
Code Enforcement, Department of Housing

and Community Development, Richmond,
Virgini

Bobbie Hill, Enforcement Manager for
Buildings and Accessibility, Manufac-

tured Housing Division, Department of
Licensing and Regulation, Austin, Texas

Owen Tharrington, Deputy Commis-
sioner, Manufactured Housing Division,
Department of Insurance, Raleigh, North
Carolina

Presentation on Affordable Housing Needs

Susan Mireley, College of Human
Ecology, Michigan State University,
East Lansing, Michigan

Panel li: Manufactured Housing Industry

Tim DeWitt, Executive Director, Michigan
Manufactured Housing Association,
Okemos, Michigan

Will Ehrle, President, Texas Manufactured
Housing Association, Austin, Texas

Larry Dinkins, Oakwood Homes
Corporation, Greensboro, North Carolina

Steve Rogers, Executive Director,
Alabama Manufactured Housing Inst-
tute, Montgomery, Alabama

Wesley Layton, Vice President, North
Carolina Manufactured Housing Associa-
tion, Rocky Mount, North Carolina

Panel II): Consumers

Harry Rogers, President, North Carolina
Manufactured Homeowners Association,
Hendersonville, North Carolina

George Scott, Director, North Carolina
Manufactured Homeowners Association,
Hendersonville, North Carolina

Mr. Fickley, Homeowner,
Hendersonville, North Carolina
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Alexandria, Virginia
May 24-26, 1994

David Harris, President, National Institute

of Building Sciences, Washington, D.C.

Richard Kuchnicki, Chief Executive
Officer, Council of American Building
Officials, Falls Church, Virginia

Kenneth Pearson, Vice President,
Technical Committee Operations, Ameri-
can Society for Testing and Materials,
Philadelphia, Pennsylvania

Robert . Vondrasek, Assistant Vice
President, Engineering Services, National
Fire Protection Association, Quincy,
Massachusetts

Statements Received

R.E. (Ray) Tucker, P.E., President, Resources,

Applications, Designs and Controls, Inc,,
Gardena, California (March 2, 1993)

Jerry C. Connors, President, Manufactured

Housing Institute, Arlington, Virginia
(March 9, 1993)

Jerry C. Connors, President, Manufactured

Housing Institute, Arlington, Virginia
(March 10, 1993)

G. Robert Fuller, Director, Manufactured
Housing and Construction Standards
Division, Office of Manufactured Housing

and Regulatory Functions, U.S. Department

of Housing and Urban Development,
Washington, D.C. (March 11, 1993)

Peter S. Race, Assistant General Counsel,
Program Compliance Division, Office of
General Counsel, U.S. Department of

Housing and Urban Development, Washing-

ton, D.C. (March 11, 1993)

Stuart I. Margulies, Chief, State
Administrative Agency and Consumer
Liaison Branch, Office of Manufactured
Housing and Regulatory Functions,U.S.
Department of Housing and Urban Devel-

opment, Washington, D.C. (March 11, 1993)

Robert C. Wible, Executive Director,
National Conference of States on Building
Codes and Standards, Herndon, Virginia
(March 31, 1993)

Patricia A. McLachlan, SAA Program
Manager, Department of Community
Development, Olympia, Washington
(June 12, 1993)

David R. Tompos, P.E., Vice President/
General Manager, NTA, Inc,, Nappanee,
Indiana (July 21, 1993)

R.F. (Ray) Tucker, P.E., President, Re-
sources, Applications, Designs and
Controls, Inc., Gardena, California
(July 30, 1993)

Beverly Bustin, Assistant Senate
Majority Leader, Maine State Senate
Augusta, Maine (August 19, 1993)

Florence Quast, President, Mobilehome
Owners and Tenants Association of New
Hampshire; and, President, National
Foundation of Manufactured Homeown-
ers, Concord, New Hampshire

(August 19, 1993)
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David C. Nimmer, Director, Office of
Manufactured Housing and Regulatory
Functions, U.S. Department of Housing
and Urban Development, Washington,
D.C. (August 24, 1993)

Peter S. Race, Assistant General
Counsel, Program Compliance Divi-
sion, Office of General Counsel, U.S.
Department of Housing and Urban
Development, Washington, D.C.
{December 3, 1993)

G. Robert Fuller, Director, Manufac-
tured Housing and Construction
Standards Division, Office of Manufac-
tured Housing and Regulatory Func-
tions, U.S. Department of Housing and
Urban Development, Washington, D.C.
(December 9, 1993)

Judith E. Kuhn, Legal Counsel,
Plumbers Local 75, Milwaukee,
Wisconsin (December 10, 1993)

Ashok K. Goswami, Director, Hous-
ing and Building Technology Division,
National Conference of States on
Building Codes and Standards,
Herndon, Virginia (December 16, 1993)

Sherry L. Voss, Homeownes, Athens,
Georgia (March 10, 1994)

139



APPENDIX D
Text of the Interim Report of the National
Commission on Manufactured Housing*

L INTRODUCTION

A Legislative History and Purpose

The National Commission on Manufactured Housing was created by Congress
pursuant to section 943 of P.L. 101-625, the Cranston-Gonzalez Nationa! Affordable
Housing Act of 1990. The purpose of the Commission is “to develop
recommendations for modernizing the National Manufactured Housing Construction
and Safety Standards Act of 1974,

B. Composition of Commigsion

The Commission is composed of 16 members appointed by Congress and one
representing the U.S. Department of Housing and Urban Development (HUD).
Commissioners were appointed by Congress from the following categories: state and
local elected officials, manufactured housing industry, consumer organizations,
building code officials and homeowners. Appointments to the Commission were
completed in May, 1992. Members of the Commission are:

Elected Officials:
Shirley Burley, Treasurer, Hampton Township, Mi

Honorable Ellen Harley, Pennsylvania House of Representatives, King of Prussia,
PA

Steve Logan, Governmaent Affairs Director, Regional Universities, Hamilton, AL

Honorable Jennifer Soldati, New Hampshire House of Representatives,
Concord, NH

Industry:
Edward Hussey, Jr., Vice President, Liberty Homes, Inc., Goshen, IN

Patrick Kennedy, President, Integrity Homes Brokers, Inc.,
Skaneatsles, NY

Willlam Lear, Vice President and General Counse!, Fleetwood Enterprises,
Riverside, CA

Rod Taylor, President, South Villags, inc., Topeka, KS

*Text of the report is reprinted as submitted on March 1, 1994.

140



Text of Interim Report

Consumer:

Helen Boosalis, Member, Board of Directors, American Associatlion of Retired
Persons, Lincoln, NE

Mary Beth Bowman, Director, Arkansas Manufactured Home Commission, Little
Rock, AR

Tom Eckman, Conservation Manager, Northwest Power Planning Council,
Portland, OR

Michelle Meier, Counsel for Government Affairs, Consumers Union,
Washington, DC

Building Code Official:

William Connolly, Director, Division of Housing and Development, New Jersey
Department of Community Affairs, Trenton, NJ

David Scarponi, Chiet Executive Officer, Linco, Inc., Brunswick, ME
Homeowners:
John H. Jensen, Redmond, WA

Leonard G. Wehrman, Vice President, National Foundation of Manufactured
Home Owners, Daly City, CA

HUD Representative:

Lawrence L. Thompson, General Deputy Assistant Secretary for Policy
Development and Research, HUD, Washington, DC (Acting Representative for
Michae! A. Stegman)

C. Statutory Functions

P.L. 101-625 requires the Commission to “study and investigate the National
Manufactured Housing Construction and Safety Standards Act of 1974 and current
construction and safety regulatory standards applicable to manufactured housing.”
Further, it requires the Commission to “assess the effectivensss” of the Act and
“develop an action plan containing specific recommendations for legisiative and
regulatory revisions to the present law”. In conducting this study, Congress required
the Commission to examine and make recommendations on the following issues:
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Deletion of the reference to the permanent chassis in the existing definition
of a manufactured home and the effect of such a change on the affordability and
durability of manufactured homes;

The implications for State regulatory jurisdiction over modular housing, in the
event of changes in definitions and standards relating to manufactured housing;

The need for additional and revised standards applicable to manufaciured
housing, including but not limited to standards in the areas of construction,
installation, thermal insulation, energy efficiency, and fire safety;

The current system of inspections of manufactured housing and enforcement
of applicable standards and recommend improvements to the system;

The need for independent financing of inspection agencies to insure the
autonomy of regulators;

The impact of the manufactured housing program under title | of the National
Housing Act on the actuarial soundness of Federal morigage insurance and
secondary market programs, and the impact that proposed changes to cusmrent
law would have on financing of these homes;

A system for reviewing and updating applicable (construction and safety)
standards on an annual basis.

Public Law 102-550, the Housing and Community Development Act of 1992, requires
the Commission to examine and make recommendations on the following additional

issues:

* The extent to which manufacturers in compliance with Federa!
standards do and shouid comply with State implied or expressed
warranty requirements;

* The feasibility of expanding and establishing standards govemning
manufactured homes sales including transportation and on-site set
up.

D. BReporting Requirements

The Commission is required, under provisions of Public Law 101-625, as

amended by the Housing Programs Extension Act of 1883, to submit an interim repornt
to the Secretary of Housing and Urban Development and the Congress by March 1,
19984. This report shall describe the activities of the Commission and make any
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evaluations and recommendations “that may be made by the Commission, at such
time".

Public Law 101-625, as amended by the Housing Programs Extension Aci of
1993, requires the Commission to submit a final report to the Secretary of Housing
and Urban Development and the Congress by August 1, 1994, The final report is
required to contain the evaluations and recommendations specified in the authorizing
statute, as noted in the previous paragraphs. Operating authority for the Commission
expires on September 30, 1994.

. REVIEW OF ACTIVITIES
A. Overview ot Commission Meetings

The National Commission on Manufactured Housing first convened in
Washington, D.C. on January 7 - 8, 1993. As authorized under P.L. 101-625, the
Commission selected Helen Boosalis as Chairperson. The Commission aiso
established a schedule for hearings and began the process of recruiting an executive
director.

During 1993, the Commission held extensive hearings on all aspects of
manufactured housing and the federal manufactured housing program. Witnesses
included representatives from the U.S. Department of Housing and Urban
Development and other federal agencies, national and state manufactured housing asso-
ciations, manufacturers and retailers, state regulatory and administrative
agencies, primary inspection agencies, homeowner associations and individual
homeowners, HUD’s monitoring agent, materials suppliers, financing and secondary
market institutions, and reseasch organizations. In June and August, field hearings
were heid in Portland, Oregon and Portland, Maine. The Commission visited several
manufacturing facilities in conjunction with these field hearings to observe the
manufacturing and inspection processes. It also visited several manufactured home
communities and retail centers. In addition to hearing testimony from invited
witnesses, the Commission provided a public comment period at each of its meetings
in order to increase the opportunity for public comment on Commission actions and
to solicit the widest possible range of views.

in March 1893, the Commission hired Robert W. Wilden as Executive Director.
Recognizing the need for additional time to conduct its work, the Commission directed
staff to seek an extension of the Commission’s authorization through September 30,
1984. Legislation extending the Commission (P.L. 103-120) was signed into law on
10/27/93. The staff also initiated a program of research to provide options papers for
the Commigsion on the congressionally mandated issue areas noted earlier in this
report.
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1.

Identification of Systemic Problems

The Commission identified a number of systemic problems in the presem

regulatory system for manufactured housing thal recommendations in this Interim
Report are intended to address.

HUD AS REGULATOR

HUD's mission is to set standards and assure compliance; HUD has not
done either adequately

HUD lacks staff and resources to do an adequate job

Regulatory process is overly centralized, not consistemt with intent of
Act to encourage state involvement in enforcement

STANDARD SETTING PROCESS (COMPARABILITY)

Process is cumbersome, not timety

System doesn’t work as well as it should; federal government not adept
at setting and administering a building code

Comparability of HUD code to mode! building codes is unciear

FEDERAL/STATE AGENCY RELATIONSHIP UNCLEAR

Division of responsibility is unclear
Tendency of each agency is to blame the other

inappropriate delegation of responsibility between the federal
govermnmant and the states

Problems go unresolved; lack of clear accountability

ROCKET SCIENCE APPROACH TO HOUSING ENVIRONMENT

Performance nature of the standards requires complex engineering
analysis by manufacturers and leads to conflicts among manufacturers,
design approval agencies, inspection agencies and the HUD monitoring
contractor over code compliance
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PREEMPTION

. HUD is the single reguiator, with no other checks or balances in the
system

. State/local government is perceived to have no power or stake in
preemptive system

. State inability to protect consumer in event HUD fails to do its job

. incomplete preemption and divided responsibility

DIVISION OF RESPONSIBILITY WITHIN INDUSTRY

. If problems arise, purchaser may have to deal with four separate
entities: manufacturer, retaller, transporter, installer

o Lack of clear responsibility and accountability when problems arise

LEVEL OF ACCOUNTABILITY

. Lack of accountability by all parties: HUD, state, manufacturer, retaiter,
third party inspection agencies (Primary Inspection Agencies, or PlAs)

] System allows each party to place blame elsewhere

J Lack of safety net for consumer when manufacturer or retailer goes out
of business

LACK OF ADEQUATE CONSUMER INFORMATION

UNFAIR TREATMENT OF RESIDENTS OF MANUFACTURED HOUSING BY
STATE AND LOCAL GOVERNMENTS IN RELATION TO ZONING, MUNICIPAL
SERVICES AND TAXATION
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m. RECOMMENDATIONS

Recommendations included below were approved by the Commiasion on
February 4, 1994. There was & single vote by the Commission to approve this Interim
Report. The vote was 13 in favor, none opposed and 3 abstentions. The voling was as
follows:

in Favor: Boosalis, Bowman, Burley, Connolly, Eckman, Hussey, Jensen, Kennedy,
Lear, Logan, Scarponi, Taytor, Wehrman

Opposed: None
Abstained: Meier, Soldati, Thompson
Absent: Harley

The Commission recommends that the statement of purpose in the HUD Act be
amended as follows:

“Congress recognizes the vital role of manufactured housing in meeting the
nation's housing needs. Manufactured homes provide a significant resource of
affordable homeownership and rental housing accessible to all Americans, especially
first-time home buyers, low-and moderate-income families, and the elderly. Despite
the importance of manufactured housing, the current law does not refiect the
evolution of manufactured housing as an affordable housing option. In order to
promote the quality, affordability, and availability of manufactured housing, Congress
declares the following purposes for this title:

To enhance quality, manufactured housing should meet standards of safety,
quality and durability that yield levels of performance comparabie to other forms
of housing.

To promote innovation and affordability, new manufacturing standards should
encourage cost-effective construction techniques that also minimize the long-
term operating costs of manufactured housing to consumers.

To expand the availability of this important homeownership opportunity, ali
levels of government should develop financing, 2oning, and public services
policies that remove reguiatory barriers to equivaience between manufactured
housing and other typas of housing.

To encourage state-federal partnership within our federa! system to enable each
leve! of government to do what it does best and eliminate duplication and gaps
between them.
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To achieve the goals of quality, innovation, affordability, and availability,
Congress also declares that the purposes of this titie are to establish a balanced
consensus process for the development and revision of federal construction and safety
standards for manufactured homes; to strengthen warranty protections and increase
access to affordable financing for the purchasers of manufactured homes; toassure  uniform
and effective enforcement of federal construction and satety standards for
manufactured homes; and to remove regulatory barriers to the use of innovative
construction technologies.”

A. Standards

1)  Consensus Process - Consistent with the purposes of the Act, HUD
construction and safsty standards shall be updated on a two year cycle
through a consensus process. Resulting standards shall be submitted for
approval as an American National Standard.

2)  Adoption of Standards - HUD shall be required to adopt, modify or reject
consensus developed standards or any amendments thereto within 12
months of promulgation; adoption procedure will be an Administrative
Procedure Act (APA) process; HUD failure to act within the stated period
would lead to automatic adoption by law.

3) Consensus Committee - A consensus committee shall be organized and
administered by a private sector standards setting organization.
Committee members shall be appointed by the administering organization
in conformance with ANS) selection procedures. American National
Standards institute (ANS!) Interest categorles shall be modified as
follows: “producers” shall be called “industry” and shall include
manufacturers, suppliers and retailers; “users” shall include consumers
and public officials; and “general interest” shall inciude architects,
engineers, academics and others with expertise. PlA parsonnel shall be
included in the "general interest” calegory but may not compose more
than 20 percent of members from that category. Members of the
“general interest” category, other than PIA personnel, shall not have a
financial interest in the industry. Nominees shalli be qualified by
background and experience to participate in the work of the committee.
The Committee shall be ANSI accredited.

4)  Choice of Administering Organization - The consensus committee should
be administered by one of the following private sector standards setting
organizations: Nationa! Institute of Building Sciences (NIBS), American
Society for Testing and Materials (ASTM) or Council of American
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5)

6)

7)

8)

9)

10)

Building Officials (CABO). The Commission will maks a recommendation
in its final report on which organization it believes would be most
appropriate to administer the consensus committes.

Consumer Technical Analyst - A consumer technical analyst shall be a
part of the consensus commitiee staff.

Testing Procedures - The consensus committee shall establish uniform
test or evaluation methodologies that are required to adequately and
uniformly evaluate compliance with existing or proposed standards.
HUD, its monitoring agent or a DAPIA may request the consensus
committee to develop or evaluate the validity of a test method.

Binding Interpretations - The consensus committee shall issue
interpretations of the standards. These interpretations shall be binding

upon approval by the Secretary. The Secretary shall have 60 days to
review the proposed interpretation, make recommendations for
amendments, or reject the interpretation if the Department determines
it to be inconsistent with public health and safety or other purposes of
the Act.

installation Standard - The consensus commitiee shall assume the role
of secretariat of ANSI Standard A225.1.

HUD Authority - The Secretary shall have the authority to reject or
modify a portion of the standards or any interpretation upon a finding
that health and safety would be jeopardized or that such action is
necessary to meet the purposes of the law. Any such rajections or
modifications are to be made only through the full APA process. This
does not modify the 12 month provision included in item number two of
this section.

Emergencies - The Secretary of HUD shall have authority at any time to
request that consensus committee to develop interim emergency
amendments to the standards, when necessary, to respond to an
emergency health or safety issue.
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B. Inspections and Approvais

1) Inspection System - The current third party inspection system will
remain in place. IPIAs shall be required to develop plant-specific

inspection plans that will focus the inspection effort on fundamental
structural and system issues.

'2) PIA Termination - Manufacturers and PlAs shall be required to promptly
notify HUD of a change in the third party agency and state the specific
reason(s) for the change.

3) DAPIA Approvals - When DAPIAs issue retroactive approvals, they shall
be required to notify the monitoring agent, flag the retroactive approval,
and state what was approved and why.

4) Quality Assurance Manuals - Requirements for quality assurance manuals
shall be upgraded.

C.  Instaliation and Transportation
1)  Inspection of Insiallations - At least 10 percent of the installations in

each state shall be inspected by SAA personnel or an appropriate
building official to assure compliance with the instaliation standards.

(2) Iransportation and Storage Guidelines - The manufacturer shall prepare
transportation and storage guidelines to assure that the unit will remain
in compliance with the standards under ordinary transportation and
storage circumstances, when necessary.

(3)  Standard to Specify Transportation Loads - The consensus committes

shall review transportation ioads and testing procedures in order to
assure that manufactured homes arrive still in conformance with the
standards.

(4) SAA Inspection of Relailer Lols - Targeted inspections of retailer lots
shall be a mandatory activity for SAAs. In states without an SAA, HUD
or the Secretary’s monitoring agent shall carry out such inspections.
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1)

2)

3)

4)

1)

Enforcement
HUD authority - HUD shall retain primary responsibility and authority for

the enforcement system. Current provisions under the Act and
regulations for oplional state participation in enforcement activities shall
be maintained. The state of siting as well as the state of manufaciure
would have enforcement authority. The first SAA to open a case shall
have primary jurisdiction. Primary jurisdiction may be transferredby mutual
agreement.

Enforcement Remedias - A definition of primary inspection agencies shall
be inciuded in the Act; penalties under section 621 shall be
decriminalized and extended to cover violations by the PlAs.

Subpan | Requirements - Eliminate requirements for notification of
defects under Subpart |. Where a serious defect orimminent safety hazard
is discovered, states shall be required to notify the manufaciurer,
other states and HUD to facilitate investigation and any necessary
enforcement actions including, where appropriate, notification of the
consumer and cofrection by the manufacturer. A definition of “serious
defect” will be provided in the Commission's final repon.

Enforcement Information & Qversight - Monitoring reports, the results of
complaint investigations, and other enforcement records are public
records and should be accessible to SAAs and interested citizens. HUD
should establish committees to review the monitoring process and
provide peer review by state and private PiAs of monitoring reports. The
committees should make non-binding recommendations to the Secretary
for corrective action. Since its recommendations are advisory, the
committee reviewing monitoring reports on DAP1As,IPIAs & SAAs would
not operate under strict due process procedures but would provide an
opportunity for affected parties to present their views.

Wamranty

Term and Caverags - Manufacturers and retaliers should be required to
each provide a warranty for their respective functions under the Act.
Coverage shall include:

1 year for all defects, including transportation arranged by the
manufacturer
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1 year for appliances

1 year by retailer for installation and transportation arranged by
retailer; 5 years as installation or such transportation affects
structural integrity

§ years for plumbing, electrical, and structural systems within the
dwelling unit provided by the manutacturer

weatherability (The Commission will recommend the term of
coverage in the final report)

heating and cooling equipment (The Commission wili recommend
the term of coverage in the final report)

duct systems and heating and cooling performance (The
Commission will recommend the term of coverage in the final

report)

Defects covered under the warranty for weatherability shall include (except
leaks caused by severe weather events such as hurricanes, tornadoes, and
sevare icing):

Rainwater or snow leaks in roofs, walls, floors, siding, windows, or doors,
based on a reasonable level of occupant care and maintenance as pre-
scribed in the manufacturer's consumer manual.

Repair of weatherability defects includes repair of items necessary to restose
their weatherability functions and repair of other components of the structure
damaged by the weatherabiiity defects.

Defects shall be repaired within 60 days of receipt of written notice and 5 days
in emergency situations. The warranty shall cover defects regardiess of
whether they arise as a result ot faulty design, construction, transporation, or
installation.
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2)

3)

4)

5)

Performance Standards - The Commission shall recommend standards for
the level of quality of materials, performance and workmanship
prescribed by the warranty in its final report.

Claims Process - A claims process shall be established which aliows the
homeowner to file a claim with one entity and assures correction within
a reasonable time. Manufacturers and retailers will have first opportunity
to correct the defect. If the defect is not corrected satisfactorily, an
alternate dispute resolution process (ADR) would be initiated. Under the
alternate dispule resolution process, an impanial dispute settier would
investigate the problem and issue a ruling identifying the party
responsible for correcting the defect, the items that need to be
corrected, and the time period for correction. An ADR determination
favorable to the consumer shall result in prompt correction of the defect.
The Commission will address further details related to appeals, damages
recoverable, access to the courts, and other such issues in the final
report.

State Recovery Funds - State recovery funds should be established under
the Act. The funds should cover claims of homeowners if manufacturers
or retailers go out of business or if the manufacturer or retaller refuses
to make repairs under the warmranty after the ADR process. The state
recovery funds will be financed by charges levied on manutacturers,
retailers, and others based on actuarial factors. State recovery funds
must fulfill federal statutory requirements in the following areas:

minimum warranty coverages

registration as enforcement mechanism
actuarial soundness

uniform claims process

reinsurance obtained after 7 years

ADR mechanism

a time limit for implementation of remedies

If a state has not enacted legisiation within 4 years and implemented a
state recovery fund within 5 years, HUD should contract with a private
entity, preferably within that state, to administer all the functions of the
state recovery fund program.

Manufacturer/Betaller Registration - Al manufacturers and retailers will
be required to register with the SAA or contract agent for the recovery
fund in each state. Registration shall be required to sell homes.
Revocation of registration shall be mandatory if a manufacturer or retailer
fails to correct a defect which has been determined to be their
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6)

1)

2)

3)

4)

5)

1)

responsibility. Suspension of registration may be rescinded it the
manufacturer or retailer repays the recovery fund.

Data Collection & Digsemination - HUD shall aggregate and distribute to
the SAAs claims data collected by state recovery funds on types of defect,
frequency, and location by manufacturer, planl, model or system.
HUD will use data to assist monitoring of IPIA performance.

Preemption - States with existing recovery funds and bonding programs
equal to or exceeding federal program requirements wouid not be
preempted. HUD would be required to make such determinations in
conformance with statutory guidelines.

Training

The Secretary will establish voluntary educational requirements for
manufacturer quality control personnel and dealer installation inspection
personnel, and mandatory educational requirements for PIA technical
personnel, SAA personnel and any federa! or contract staff having
technical functions or enforcement decision making authority.

Educational requirements will include completion of specified training,
and successful compietion of a minimum competencs examination.

Continuing education requirements will be astablished.

Secretary and the monitoring agent will develop and implement training
programs for monitoring agent, PIA and SAA personnel; such programs
will be made available to manufacturers and dealer personnel at cost.

Costs of the training of SAA, PIA, and tederai personnel will be met
through a specifically dedicated portion of the label fees.

Preemption

The definition of a manufactured home under the Act should be modified
to eliminate the requirement that permanently sited homes be “built on
a permanent chassis” subject to standards developed by the consensus
committee.
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2)

3)

4)

1)

2)

3)

4)

The Act should be amended to provide that a state or local government
may not exclude any manufactured home, simply by reason of its HUD
label, from instaliation on land where other residential uses are
permitted. Similar requirements should govern manufactured housing
rental communities when densities do not exceed zoning designations.

The Act should prohibit the use of state or local subdivision ordinances
to deny equitable provision of tax assessments and municipal services,
including but not limited to water, sewerage, street lighting and road
maintenance, to manufactured housing communities.

The Act should be amended to make it clear that any state or local codes
or regulations covering any area of regulation included in the
Manufactured Home Construction and Safety Standards (MHCSS) are
preempted.

Financing

Where homes are labeled as complying with the revised standard, the
Government National Mortgage Association (GNMA) should be
authorized to guarantee pools of manufactured home 30-year mortgages;
GNMA guaranees timely payment of principal and interest to holders of
securities; the guarantes is backed by the full faith and credit ot the
United States.

Where standard 30-year GNMA-backed mortgages do not bring interest
rates for rental park housing complying with the revised standard down
to levels comparable to site built housing, a GNMA special assistance
mortgage purchase program (GNMA “tandem plan™) should be authorized
and funded. In such programs GNMA purchases morigages at below
market rates which are then resold at market rates. GNMA absorbs the
loss. This clearly would represent a revival of federally assisted new
construction housing but at a subsidy cost which would be a fraction of
the old section 8 and public housing programs.

Direct, upfront subsidies linked to further energy related upgrades should
be available. These subsidies might be modeled on those currently in
oparation for manufactured housing in the Northwest.

HUD should be encouraged to exercise existing authority to use
manufactured homes in all morigage insurance programs, the Section 8
rental assistance program, and the CDBG and HOME programs.
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5) Congress should authorize the use of HUD Code homes in its public
housing and Section 8 home ownership initiatives.

6) HUD and the Veterans' Administration should be directed to make the
FHA and VA manufactured home program viable, including lower down
payment requirements to encourage greater home ownership by low and
moderate income families.

7) GNMA should be directed to end the moratorium on Title t lenders.

8) HUD should be encouraged to simplify administration of the Title | and
Title Il program so that bank participation will be increased.

9) HUD should be encouraged to make the Titie | and Title {l programs
available to assist resident purchase of manufactured housing
communities.

.. Eunding the Program

The Commission will recommend appropriate funding mechanisms to
support programs under the Act. A dedicated fund should be established
within HUD that prevents the commingling of manufactured housing label fees
with other departmental funds and permits the Office of Manufactured Housing
to utilize the fund for program management with appropriate controis. Reliet
should be provided {rom arbitrary trave! and other administrative restrictions
that prevent the Department from carrying out the purposes of the Act.

Iv. CONCLUSION

The recommendations set forth in this report provide a basic framework for a
revitalized and credible national manufactured housing program. They represent a
determined effort by the Commission to serve the public interest by expanding the role
of manufactured housing in providing affordable homeownership. In the remaining
seven months of its existence, the Commission intends to work closely with the
Congress and the HUD to develop appropriate legisiative language and administrative
procedures to implement its recommendations.
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1. March 1 through June 15, 1994

a.

Commission work with HUD and Congress in drafiing of legistative
proposals to implement Commission recommendations in interim
Report.

Commission prepares Final Report for submission to Govemment
Printing Office by June 15.

2. June 15 through September 30, 1994

a.

Commission submits Final Report to Congress by August 1, 1894,

b. Commission works with HUD and Congress on implementing
Commission recommendations in Interim and Final Reports.

c. Commission closes down by September 30, 1994.

GLOSSARY OF ACRONYMS

ADR - Altemnate Dispute Resolution

ANS! - American National Standards institute

APA - Administrative Procedure Act

ASTM - American Society for Testing and Materials

CABO - Council of American Building Officials

DAPIA - Design Approval Primary Inspection Agency

GNMA - Government National Mortgage Association

HUD - U.S. Department of Housing and Urban Development

IPIA - Production Inspection Primary Inspection Agency

MHCSS -  Manutactured Home Construction and Safety Standards
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ACRONYMS (continued)

OSIA - On-site Inspection Agency

PIA - Primary Inspection Agency
SAA - State Administrative Agency
VL. APPENDIX

A. STATEMENT OF HUD

The Department applauds the Commission for reaching consensus on
ways to strengthen the regulation of manufactured housing in the United States
and ensure that manufactured housing meets its full potential as a source of
affordable housing for low- and moderate-income American families.

Representatives of HUD have attended all meetings of the Commission
and have actively participated in its deliberations. However, the Department
takes no position at this time on the recommendations presented in this interim
report. As soon as feasible after the official receipt by the Secretary, the
Department will carefully consider the report and communicate its views to the
Commission.

B.  STATEMENT OF COMMISSIONER MEIER

| have withheld my support for the package of recommendations included
in this report for several reasons. First, there are a number of critical issuses
related to the warranty program that are still outstanding, including the duration
of certain warranty coverage, the creation of standards to determine whether
a warranty claim even exists, and the rights of consumers to pursus their
warranty rights in court. Rt is impossible to assess the merits of the warranty
program described in this report without these critical issuss and others related to
the dispute resolution process and recovery fund are resolved.

Second, | have grave concerns about the report's recommsendations on
the permanent chassis” issue.

Finally, | am concerned about the reform recommendations excluded
from the report. The HUD program needs a comprehensive overhaul, while the
recommendations included here reflect a placemaal approach and a compromise
among Commissioners with diverse interests. As the oulstanding issues
concerning the warranty program are resolved, we will learn whether the
recommendations included here will move us in the right direction.
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Sample Warranties

Sample 1-Year Warranty on All Defects

Homes shall be constructed in accordance with acceptable trade practices and shall be war-
ranted separately by the manufacturer and retailer, based on assigned liabilities, to be free
under normal use from manufacturing, transportation, or installation defects in workman-
ship or materials. Deficiencies attributable to poor workmanship, the use of inferior mate-
rials, transportation, or installation within 1 year of the date of the original retail delivery or
the date of first occupancy, whichever comes first, shall be repaired or replaced by the manu-

facturer or retailer, whichever has express responsibility.

Items covered by the manufacturer’s warranty include:

Floors: carpet, pad, floor tile, nail pops, underlayment, subflooring, finished
flooring, floors popped.

Walls: open cracks, stains, numerous nail pops, panels popped, peeling
wallcovering not due to occupant negligence, popped interior and exte-
rior molding and trim, missing thermal insulation, exterior joints with
missing caulk, buckled or deteriorated exterior siding.

Ceilings: open cracks, stains, panels popped.

Roofs: underlayment, missing or damaged shingles, uneven roofs causing ex-
cessive ponding of water, roof vents and flashing, vent stacks, gutters
and downspouts.

Doors: cracked glass or door, doors that don’t operate or lock properly.

Windows: cracked panes, windows that don't operate or lock properly, missing
caulk, permanent clouding between insulated glass panes, screens.

Lighting: light fixtures, switches, plug outlets, cover plates, ceiling fans, ceiling
and exhaust fans, circuit breakers.

Plumbing: faucets, shower stalls, tubs, sinks, toilets, valves, caulking.

Appliances: all appliances provided by manufacturer, including furnace and water
heater, and all appliances provided by retailer.

Miscellaneous:  counter tops, cabinets, drawers, hardware (door pulls, knobs, towel bars,
etc.), accessories provided by manufacturer.

Weatherability:  rainwater and snow leaks in roofs, walls, siding, windows, or doors,

based on reasonable level of occupant care and maintenance.

Items covered by the retailer’s warranty include:

® Defects attributable to improper transportation or installation provided by retailer.

B Defects in the home's foundation, support, anchoring, or crawl space enclosure or ven-
tilation system.
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Sample 5-Year Warranty on Major Structural Components

Homes shall be warranted by the manufacturer to be free from any defects caused by the
materials in the assembly of plumbing, electrical, air distribution, or structural systems.
Homes shall be constructed to be structurally sound and to transfer all design, live, and
dead loads to the support system without sagging or failure. Load-bearing components
must perform their load-bearing functions. Failure to perform its intended function means:
1) item has stopped working completely; 2) item no longer meets reasonable trade require-
ments or specifications for its intended use; 3) continued use is dangerous or unsanitary; or
4) item works so inefficiently that continued use is impossible or impractical. Deficiencies
attributable to major structural defects within 5 years of the date of the original retail deliv-
ery or the date of first occupancy, whichever comes first, shall be repaired or replaced by
the manufacturer.

Items covered by the manufacturer’s warranty include:

® Chassis or other provided substructure

® Floor system, including joists, decking, and subfloor diaphragms
B Beams, girders, lintels, columns
B

Load-bearing walls and partitions, including interior drywall or panels designed for
lateral bracing, exterior sheathing and/or siding designed for lateral loading

Roof framing systems, including trusses, sheathing, and attic ventilation
m Ceiling diaphragms, including interior drywall

E Water and drain piping, gas/oil piping, fittings, connections within the dwelling unit
provided by manufacturer

@ Electrical wiring, fittings, connections, junction boxes, panel box(es) within the dwell-
ing unit provided by manufacturer

m Air distribution ductwork, duct insulation, connections

Items covered by the retailer’s warranty include:

m Installation defects as they affect structural integrity
®m Transportation defects as they affect structural integrity

Items excluded as major structural defects:
m Additions, alterations, or changes made by occupant
® Movement caused by flood or earthquake

m Damage caused by lightning or unnaturally high winds from tornadoes and hurri-
canes

Damage due to fire unrelated to structural components
Damage caused by severe icing or frozen pipes
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List of Options Papers

Analysis of Energy Use for Heating and Cooling in HUD-Code Manufactured Homes,
September 20, 1993 (prepared by Steven Winter Associates, Inc.)

Cost Analysis Between Manufactured and Modular Housing, September 20, 1993 (prepared
by Steven Winter Associates, Inc.)

Comparison of a “Typical” Manufactured Home to Requirements of the Uniform Building
Code (UBC) and the Southern Building Code (SBC), August 26, 1993 (included in
Appendix of Revision of Standards Options Paper; prepared by Professional Design Group/
Austin Technical Services)

Revised Draft Enforcement I Options Paper, November 9, 1993 (included HUD monitoring;
staff prepared)

Draft Enforcement II Options Paper, October 29, 1993 (included consumer complaint
handling; staff prepared)

Revised Draft Revision of Standards Options Paper, September 10, 1993 (staff prepared)

The Potential Effect of Code and Warranty Upgrades on the Affordability of Manufactured
Housing, September 15, 1993 (prepared by The Hamilton Securities Group, Inc.)

Revised Draft Installation/Transportation Options Paper, November 3, 1993 (staff prepared)
Draft Warranty Options Paper, September 15, 1993 (staff prepared)

Affordability/ Durability Paper, October 22, 1993 (staff prepared)

Draft Preemption Paper, October 29, 1993 (staff prepared)

Manufactured Housing: A Research Report Evaluating the Issues Concerning the
Permanent Chassis Versus the Removable Chassis, june 28, 1993 (prepared by McCollum
Associates, Inc.)
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Biographies of Commissioners and Staff

Helen Boosalis, Chairman

Helen Boosalis, Chairman, is a Senate appointee to the Commission representing consum-
ers. A former mayor of Lincoln, Nebraska, she currently serves on the Board of Directors of
the American Association of Retired Persons (AARP) and has been actively involved in
many housing issues. Following 16 years on Lincoln’s City Council, Ms. Boosalis was elected
Mayor in 1975 and re-elected to a second 4-year term in 1979. She was the first woman
elected as chief executive of any major American city. Her vision was to push Lincoin from
being just a nice, clean Midwestern city to one also of vitality, energy, and greater equality.
She accomplished her goal by opening up government, promoting citizen responsibility,
and sharing power. In 1981, she became the first woman elected as president of the U.S.
Conference of Mayors. After her decision not to seek a third term as mayor, she was ap-
pointed by then-Governor Bob Kerrey to be director of Nebraska’s Department on Aging.
Since 1986, she has been a volunteer/activist and currently serves on numerous boards and
commissions, including the Boards of AARP, the National Trust for Historic Preservation,
and the National Arbor Day Foundation. Recently, she was appointed to the Consumer
Affairs Advisory Council of the U.S. Securities and Exchange Commission.

Mary Beth Bowman

Mary Beth Bowman has been director of the Arkansas Manufactured Home Commission
since 1982. As director, she is responsible for the administration of the Federal Manufac-
tured Home Construction and Safety Standards Code and regulatory requirements for
manufactured housing, handling consumer complaints, and for representing the manufac-
tured housing issues before the State Legislature and the U.S. Congress. From 1976-1981,
Ms. Bowman was director of the Community Development Department for the City of
Malvern, Arkansas, and an associate with Clayton Commercial Development in Louisiana
and Arkansas. She serves on the board of the National Conference of States on Building
Codes and Standards and was president of the organization from 1987-1989. In 1985, she
was selected to serve as Chair of the State Task Force on the Federal Manufactured Housing
Program, which produced a document entitled, “Fulfilling the Public’s Trust.” Ms. Bow-
man served two terms on the National Manufactured Housing Advisory Counci], which
was appointed by the Secretary of Housing and Urban Development. In 1987, she was the
guest speaker on housing at the World Congress of Building Officials in London, England.
She has a M.S. degree in Social Agency Counseling from Henderson State University in
Arkansas.

Shirley Burley

Shirley Burley has been treasurer of Hampton Township of Bay City, Michigan since 1980,
and is a manufactured home owner and resident. She testified before the U.S. Congress
during hearings in 1990 in favor of modernizing the Manufactured Housing Construction
Safety and Standards Act (MHCSS). She has also been an active member of the Michigan
Mobile Home Commission, serving as vice chair of the Commission and Chair of the State
Ordinance Review Committee. Ms. Burley was a delegate to the 1976 Democratic National
Convention, and was the United Auto Workers State General Board Member for 1972-1978.
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She has won numerous awards, including the Dale Camegie Human Relations Award and
Special Achievement Award in 1985, and was the American Business Womens’ Association
“Woman of the Year” in 1986. Ms. Burley is a graduate of Michigan State University, receiv-
ing her degree from the School of Labor in Labor Leadership. In 1985, she completed a 3-
year program at the Michigan State University Municipal Treasurers’ Institute.

William Connolly

William Connolly is director of the New Jersey Division of Codes and Standards, New
Jersey’s State Construction Code Agency. He serves on the Board of Directors of the Na-
tional Conference on State Building Codes and Standards and is chairman of the Industrial-
ized Building Commission. A registered architect, Mr. Connolly has been with the State of
New Jersey for 20 years. He has also held the position of director of New Jersey’s Division
of Housing and Development, and served 2 years in construction operations with the Army
Corps of Engineers, including 1 year in the Republic of Vietnam. Mr. Connolly has been the
New Jersey delegate member to the National Conference of States on Building Codes and
Standards for 19 years, and is a director and past president of that organization. He also
serves as a director and treasurer of the National Institute of Building Sciences. Mr. Connolly
is a member of the American Institute of Architects and BOCA, where he served as chair-
man of the State Code Administrators Committee and the Ad Hoc Committee on Group
Residences. He also served as the first Chairman of the Board of Governors of the National
Certification Program for Construction Code Inspectors, and currently chairs the Industri-
alized Buildings commission, a multi-State compact that coordinates State oversight of fac-
tory-built buildings. He also served for a number of years as chairman of the planning
boards for two municipalities, and as a member of the City of Plainfield's Downtown Policy
Committee. He earned his Bachelor of Architecture degree from the University of
Notre Dame.

Thomas L. Eckman

Thomas L. Eckman is the conservation manager for the Northwest Power Planning Coun-
cil. His primary responsibilities include the assessment of the energy conservation poten-
tial in the Pacific Northwest region, the integration of conservation resources into the re-
source portfolio for the region’s electric utility system, and the development of a regional
plan for conservation acquisition. He also assists the Bonneville Power Administration
and the region’s public and private utilities and regulatory agencies to develop, imple-
ment, and evaluate conservation acquisition programs as part of their integrated resource
planning effort. Mr. Eckman joined the Council staff in 1982 as a conservation analyst. He
was the principal staff person charged with the development of the Council’s Model Con-
servation Standards for new residential and commercial buildings. Prior to joining the
Council, Mr. Eckman was the senior energy policy analyst for Mathematical Sciences North-
west, a private consulting firm. He has served on the faculty of Central Washington Uni-
versity, and as an adjunct professor of environmental studies for Western Washington Uni-
versity. Mr. Eckman has a M.S. degree in Environmental Studies/Environmental Educa-
tion and a B.S. degree in Forestry from Southern Illinois University.

Ellen A. Harley

The Honorable Ellen A. Harley, is a member of the Pennsylvania General Assembly, repre-
senting the 149th legislative district in Montgomery County. Representative Harley serves
on the Health and Welfare, State Government, and Urban Affairs Committees, where sheis
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sub-committee chair of the Sub-Committee on Second Class Cities and Counties, and the
Select Committee on Land Use and Growth Management. Representative Harley holds a
Masters degree in City and Regional Planning from the University of Pennsylvania, and is
the only City and Regional Planner in the Pennsylvania Legislature. Representative Harley
has authored major reform legislation on manufactured housing issues in Pennsylvania.
She is a former representative and financial consultant to the University of Pennsylvania.

Edward J. Hussey, Jr.
Edward J. Hussey, Jr., is vice president of Liberty Homes, Inc., in Goshen, Indiana.

John H. Jensen

John H. Jensen, a manufactured home owner and park resident from Redmond, Washing-
ton, is treasurer and a finance committee member of the National Foundation of Manufac-
tured Homeowners. He has been active with the Mobile Homeowners of America, Inc,, a
Washington State organization, for 20 years, and currently serves as its senior consuitant.
Mr. Jensen graduated from the Boeing School of Aeronautics in 1936 with Aircraft Instru-
mental credentials, and worked for United Air Lines in Cheyenne and San Francisco through-
out World War II. He was employed by the Bendix Corporation as Field Service Engineer/
Facility Manager. He retired in the Seattle area at the completion of the development, flight
testing, and final roll out of the Boeing 747.

Patrick Kennedy

Patrick Kennedy is president of Integrity Homes Brokers in Skaneateles, New York, a manu-
factured home retail center. He is active in the New York Manufactured Housing
Association.

William H. Lear, First Vice Chairman

William H. Lear is vice president-general counsel and secretary of Fleetwood Enterprises,
Inc., the Nation’s largest producer of manufactured housing and recreational vehicles. He
has also served Fleetwood as chief legal officer since 1971. Mr. Lear was founder and co-
chair of the Coordination Council on Manufactured Housing Finance, serves as a member
and is a past chairman of the Government Affairs Committee of the Manufactured Housing
Institute, and was recently the recipient of the Jack E. Wells Award of the California Manu-
factured Housing Institute. His background includes private law practice and other corpo-
rate legal assignments, and he has been an occasional lecturer and author on manufactured
housing legal and industry subjects. Mr. Lear received a B.A. degree magna cum laude
from Yale University with honors in history, and a ].D. degree from the Duke University
School of Law.

Steven J. Logan

Steven J. Logan is general manager and president, Waverlee Homes, Inc., Hamilton,
Alabama. He formerly served as member of the House of Representatives in the Alabama
State Legislature from 1987-1991 where he served on the Banking and Rules Committee.
Mr. Logan is active in local industry development, and has been involved with the manu-
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factured housing industry for more than 30 years. He has also served on the Alabama
Manufactured Housing Board. He received his B.S. degree from the University of North
Alabama and did graduate work at the University of Alabama at Tuscloosa, Alabama.

Michelle Meier

Michelle Meier is counsel for government affairs for the Washington, D.C., office of Con-
sumers Union, the nonprofit consumer organization that publishes Consumer Reports, a
monthly magazine with approximately 5.1 million subscribers. The Washington Office of
Consumers Union is involved in legislative, judicial, and regulatory proceedings. Since
joining Consumers Union in 1984, Ms. Meier has represented the consumer interest on
housing, banking, consumer finance, and other issues before Congress, Executive branch
agencies, and the courts. She helped develop and push through the 1987 check hold law,
the 1988 home equity legislation, and the lower-income housing programs included in the
savings and loan bailout legislation of 1989. Ms. Meier served as a member of the Federal
Reserve Board’s Consumer Advisory Council in 1989-1991. During 1992-1993, she served
on the board of the National Community Reinvestment Coalition. In addition to testifying
before congressional committees, Ms. Meier frequently speaks before various groups and
to the national and local media about the problems consumers face in the financial services
marketplace. Ms. Meier is a graduate of American University’s Washington College of Law
in Washington, D.C., and the University of Cincinnati in Ohio.

David R. Scarponi

David R. Scarponi has been the owner and operations manager of Linco, Inc,, a 300-unit
manufactured home community in Brunswick, Maine, since 1957. He served on Maine’s
Manufactured Housing Board from 1981-1989. Prior to that, he served on the Brunswick
Town Council for 13 years (5 years as Chairman), and the Maine State Housing Advisory
Committee. Mr. Scarponi has also served on the Maine State Manufactured Housing Com-
mission. He is a veteran of the U.S. Navy, 1948-1958.

Jennifer Soldati, Second Vice Chairman

Jennifer Soldati is the executive director of the New Hampshire Trial Lawyers Association.
Ms. Soldati formerly served in the New Hampshire House of Representatives where she
was the House Democratic Whip. As a State Representative, Ms. Soldati served on numer-
ous committees, including the Committees on Ways and Means, State-Federal Relations,
Rules and State Institutions, and Housing. Asan advocate for the developmentand preser-
vation of affordable housing, Ms. Soldati was instrumental in opening the public debate in
New Hampshire on issues related to manufactured housing.

Michael A. Stegman

Michael A. Stegman is Assistant Secretary for Policy Development and Research for the
U.S. Department of Housing and Urban Development, and has been designated by Secre-
tary Henry G. Cisneros as his representative to the Commission. Dr. Stegman is a nation-
ally known public policy and urban studies academician. Prior to his HUD appointment,
he was Gary C. Boshamer Professor at the University of North Carolina at Chapel Hill,
where he chaired the Department of City and Regional Planning and the Ph.D. curriculum
in Public Policy Analysis. He has conducted research and taught graduate courses in na-
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tional housing policy and investment analysis for 26 years. He has been a housing consult-
ant to States and localities, and has led workshops and seminars for housing and elected
officials across the Nation. Dr. Stegman served on the Urban Land Institute’s advisory panel
to help Los Angeles create a revitalization strategy for riot-torn South Central Los Angeles.
From 1979 to 1981, he was HUD Deputy Assistant Secretary for Research for then-Assistant
Secretary Donna Shalala. He chaired the President’s Rural Housing Task Force, and was a
member of the White House Inter-Agency Working Group on Small Communities and Rural
Development Policy. Books authored by Dr. Stegman include: More Housing, More Fairly;
The Public Housing Homeownership Demonstration Assessment; and Non-Federal Hous-
ing Programs: How States and Localities Are Responding to Federal Cutbacks. He received
his B.A. degree in political science from Brooklyn College and his M.A. and Ph.D. degrees
in city planning from the University of Pennsylvania.

Rod Taylor

Rod Taylor began his career in manufactured housing in 1963, bringing 30 years of experi-
ence in the manufactured housing industry to the Commission. He managed two dealerships
in north central Kansas before moving to Topeka in 1965, where he managed Doug’s Mo-
bile Homes until 1968, when he purchased the business. In 1980, this company was incor-
porated as Doug’s Mobile World, Inc. He also serves as president of South Village, Inc., a
358-site manufactured home community that he acquired in 1980; in 1989, he formed a
partnership with the acquisition of Ridgewood Estates, a 277-site manufactured home com-
munity. In addition, Mr. Taylor owns and operates the Rod Taylor Insurance Agency, and is
active in State and local associations. He has served as vice president of the Kansas Manu-
factured Housing Association and vice president of the Greater Topeka Housing Associa-
tion. As the request of Governor Mike Hayden, he served on the Kansas Dealer Review
Board. He is a member of the Manufactured Home Committee for the City of Topeka, the
Greater Topeka Chamber of Commerce, and is a charter member of the Better Business
Bureau of northeast Kansas. He is currently chairman of the Metropolitan Topeka Airport
Authority, on which has served for 8 years.

Leonard G. Wehrman

Leonard G. Wehrman is a manufactured home owner and resident of Daly City, California.
Mr. Wehrman has represented the general interests of owners of manufactured homes for
the past 25 years to industry and government officials all across the Nation. He co-founded
of the National Foundation of Manufactured Homeowners, Inc. in 1975, and has aided
many State homeowner associations in their efforts. He was elected vice president for in-
dustry and government relations for the National Foundation in 1982, and was director of
the Golden State Mobilhome Owners League, Inc. from 1973-1977. He was consumer chair-
man for the Department of Housing and Urban Development Manufactured Home Advi-
sory Council from 1982-1984. Mr. Wehrman is a recipient of the National Conference of
States on Building Codes and Standards Outstanding Achievement Award in 1990. He
joined the U.S. Navy in 1943 and is a retired veteran of World War II and the Korean
conflict.
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Commission Staff

Robert W. Wilden, Executive Director

Robert Wilden served as director of the Assisted Elderly and Handicapped Housing Division at the
U.S. Department of Housing and Urban Development (HUD) for 17 years prior to coming to the
Commission. During this period, he oversaw the funding of more than 240,000 units of housing for
the elderly and handicapped, providing loans and subsidies valued at more than $10 billion. He
came to HUD in 1969, and served as a program analyst in the Office of Housing until he became a
division director in 1974. Prior to coming to HUD, he was the associate pastor of the Second Presby-
terian Church in St. Louis, Missouri. He graduated from Occidental College, Los Angeles, California,
with a B.A. in philosophy in 1958, and received a Masters in Divinity from the Harvard Divinity
School in 1961.

Kym A. Couture, Deputy Director

Kym Couture served during the Reagan and Bush Administrations at HUD where she held the ap-
pointed positions of assistant for congressional relations, acting deputy assistant secretary for con-
gressional relations, and legislative officer. Ms. Couture worked closely with Congress on behalf of
the Department in developing and presenting Administration positions concerning authorization
legislation for three major housing bills. Prior to coming to HUD, she served as the executive director
of the Davis County Housing Authority in Utah, and as a housing specialist in the State of Utah,
Department of Community Development. Ms. Couture graduated from the Utah State University in
1975 with a B.A. in Theatre Arts.

George ). Gaberlavage, Research Director

George Gaberlavage is a senior analyst with the Public Policy Institute of the American Association of
Retired Persons (AARP). He served as the Commission’s director of research under the auspices of
AARP’s Community Service Assignment Program and the Intergovernmental Personne} Act. Mr.
Gaberlavage joined the Public Policy Institute in April 1986, and specializes in housing issues, having
published numerous articles. Previously, he served as senior Federal liaison with the National Asso-
ciation of Regional Councils. From 1972 to 1978, he was a legislative assistant to U.S. Representative
Frank Thompson, Jr., of New Jersey. Mr. Gaberlavage received a Master of Public Administration in
Public Policy from The American University, Washington, D.C., in 1977. He graduated from the State
University of New York, University College at Fredonia, in 1972 with a B.A. in Political Science.

Zebulon X. Hall, Office Assistant

Zebulon Hall was a volunteer at Mid-County Youth Services, Inc., in Seat Pleasant, Maryland, and the
Center for Community Development in Capital Heights, Maryland, prior to joining the Commission
staff. He received his B.A. in Political Science from the University of Maryland at College Park in
1993, and is interested in pursuing a career in Urban Planning.

Gail L. Hartwigsen, Policy Specialist

Gail Hartwigsen was the assistant director for the National Council on Seniors Housing at the Na-
tional Association of Home Builders (NAHB) before joining the Commission staff. She oversaw the
education, publication, and public policy programs for the Council, and also served as staff resource
person for information on accessibility and housing design. Prior to this, she served as program
manager for the National Institutes on Senior Housing and Community-based Long-term Care at the
National Council on the Aging. For 9 years, Dr. Hartwigsen was a faculty member at Arizona State
University, published widely in professional journals, and had a weekly local newspaper column.
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Dr. Hartwigsen received her Ph.D. in Human Ecology-Human Environment and Design from Michi-
gan State University in 1980, her M.A. in Housing and Interior Design from the University of Con-
necticutin 1974, and a B.A. in Home Economics Education from Glassboro State College, New Jersey,
(now Rowan State College) in 1972.

Katherine L. McQueen, Policy Specialist

Kate McQueen served as the director of technical services at the National Conference of States on
Building Codes and Standards (NCSBCS), where she managed technical studies and code research.
She also served as manager of technical services at NCSBCS, where she oversaw the development
and maintenance of a computer database of building codes throughout the United States. She also
has served as an electrical inspector in Fairfax County, Virginia, an electrician in Maine and Virginia,
and an electronics technician fabricating electronic circuitry for wind dynamos in Maine. Ms. McQueen
received an A.AS. in Electrical Technology from the Southern Maine Technical College in 1981, an
M.A. in International Relations from the University of Pennsylvania in 1973, and a B.A. in Political
Science from DePauw University in 1971. She is a certified building official and a licensed master
electrician.

Carmelita R. Pratt, Administrative Officer

Carmelita Pratt served as the administrative officer for the National Commission on Severely Dis-
tressed Public Housing and as an assistant in the Office of Alumni-University Relations at Georgetown
University prior to joining the Commission staff. She graduated with a B.S. in psychology from Cen-
tral State University in Wilberforce, Ohio, in 1985.
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APPENDIX H
Proposed National Manufactured Housing

Construction and Safety Standards
Act of 1994

The following document includes the existing Act in its entirety. Language that the
Commission recommended be deleted from the Act is struck out (e.g. strikeout). Lan-
guage that the Commission recommended be added is shaded (e.g., $had#).

The National Manufactured Housing
Construction and Safety Standards Act

Title VI of The Housing and Community Development Act of 1974
As Amended By: 1977 Housing and Community Development Act (P.L. 95-128)
1978 Housing and Community Development Act (P.L. 95-557)
1979 Housing and Community Development Act (P.L. 96-153)
1980 Housing and Community Development Act (P.L. 96-339)
1987 Housing and Community Development Act (P.L. 100-242)
1992 Housing and Community Development Act (P.L. 102-550)

Title VI — MANUFACTURED HOME CONSTRUCTION AND SAFETY
STANDARDS

Short Title

Sec. 601. This title may be cited as the “National Manufactured Housing
Construction and Safety Standards Act of 1974 1994,”

.Findings

The Congress finds that —

(1) manufactured housing is a key asset in meeting the nation’s need for affordable

housing, especially for low and moderate income families and individuals;

(2) manufactured housing has evolved into an affordable housing option; and

(3) the production and sale of quality manufactured housing will be enhanced —
{A) by replacing the currently cumbersome process for updating the manufac
tured home construction and safety standards with a process similar to that used
by nationally recognized consensus committees;
(B) by making improved warranty protection available to homeowners;
(C) by improving inspection and enforcement of manufactured home construc
tion and safety standards;
(D) by establishing installation standards;
(E) by increasing access to affordable financing for purchasers of manufactured
homes;
(F) by prohibiting discrimination by all levels of government in zoning and the
provision of local government services in order to remove regulatory barriers that
deny equal treatment for manufactured housing compared to other types of
housing;
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Definitions

Sec. 603. As used in this title, the term—

(1) “manufactured home construction” means all activities relating to the
desxgn, assembly and manufacture of a manufactured home including but not limited
to those relating to durability, c;}.xahty, and safety;

(2) “dealer” “retailer” means any person engaged in the sale, leasing, or
distribution of new manufactured homes primarily to persons who in good faith pur-
chase or lease a manufactured home for purposes other than resale;

(3) “defect” includes any defect v in the performance,
construction, components, or material of a manufactured home thatrenders-the-home

hereof-notfit for-the-ordi torvehichi eniod
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{4) “serious defect” means any noncompliance with national manufactured
home construction and safety standards that results in a defect in the performance,
construction, or material of a manufactured home that constitutes a safety hazard or
that affects the home to the extent it becomes unsafe or otherwise unlivable;
manufactured-homes-forresale:

(5) “manufacturer” means any person engaged in manufacturing or assem-
bling manufactured homes, including any person engaged in importing manufac-
tured homes for resale;

(6)  “Manufactured Home” means a structure, transportable in one or more
sections which, t i —is-et t i
body-feetor moreintengtiv-or, when erected on site, is three hundred twenty or more
square feet, and which is built on a permanent chassis and designed to be used as a
dwelling with or without a permanent foundation when connected to the required
utilities, and includes the plumbing, heating, air-conditioning, and electrical systems
contained-therein designed for the home ; except that such term shall include any
structure which meets all the requirements of this paragraph except the size require-
ments and with respect to which the manufacturer voluntarily files a certification
required by the Secretary and complies with the standards established under this title;
and except that a removable chassis may be utilized in the case of a home that is
installed on a permanent foundation on the homeowner’s land if the home meets
standards specifically developed under this title for the design and construction of
homes from which the chassis is to be removed ;

(7) “rederal National manufactured home construction and safety standard”
means a reasonable standard for the construction, design, transpartation, installation
and performance of a manufactured home which meets the needs of the public in-
cluding the need for quality, durability, and safety;

: : ble-risk-of-death-orin : 3 blicif-erel
accidentsdo-oceur;

9} (8) “imminentsafety-hazard“means-animminent-and-unreasonable-risk-of
deathrorsevere-personatinjury; “safety hazard” means an unreasonable risk of death
or significant personal injury that is proximately caused by—

(A) an error in design, construction, assembly, or installation of the manufac-
tured home by the manufacturer; or

(B) the failure to comply with a national manufactured home construction
and safety standard;

{16} () “purchaser” means the first person purchasing a manufactured home in
good faith for purposes other than resale;

1) (10) “Secretary” means the Secretary of Housing and Urban Development;

#2) {11) “State” includes each of the several States, the District of Columbia, the
Commonwealth of Puerto Rico, Guam, the Virgin Islands, the Canal Zone, and
American Samoa; and

€3y {123 “United States district courts” means the Federal district courts of the
United States and the United States courts of the Commonwealth of Puerto Rico, Guam,
the Virgin Islands, the Canal Zone, and American Samoa-

(13) “alternate dispute resolution” or “ADR"” means the process prescribed in
this title for resolution of disputes between purchasers of manufactured homes and
manufacturers or retailers related to the warranties under section 605;
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) All orders issued under this section shall be issued after notice and an
opportunity for interested persons to participate are provided in accordance with the
provisions of section 553 of title 5, United States Code.

(¢) Each order establishing a Federal manufactured home construction and
safety standard shall specify the date such standard is to take effect, which shall not
be sooner than one hundred and eighty days or later than one year after the date such
order is issued, unless the Secretary finds for good cause shown, that an earlier or
later effective date is in the public interest, and publishes his reasons for such finding.

(d) %mﬂmﬁmuﬁduﬁhmmm&sﬁm
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(F)(e)lnfsfab.ﬁshhgmdardsﬂnderﬂﬁnecﬁonﬁhe&cm The consensus

committe¢, in recommending standards and issuing interpretations, and the Secre-
tary in establishing standards under this section shall— '

(1)  consider relevant available manufactured home construction and safety
data, including the results of the research, development, testing, and evaluation ac-
tivities conducted pursuant to this title, and those activities conducted by private or-
ganizations and other governmental agencies to determine how to best protect the
public;

(2)  consult with such State or interstate agencies (including legislative com-
mittees) as they deem appropriate; .

(3) consider whether any such proposed standard is reasonable for the par-
ticular type of manufactured home or for the geographic region for which it is pre-
scribed;

(4) consider the probable effect of such standard on the cost of the manufac-
tured home to the public; and

(5) consider the extent to which any such standard will contribute to carrying
out the purposes of this title;

(6) consider cost-effective energy conservation performance standards that
are designed to ensure the lowest total of construction and operating costs; and

(7)  when establishing energy conservation standards, consider the design and
factory construction techniques of manufactured homes and provide for alternative
practices that result in net estimated energy consumption equal to or less than the
specified standards.

@ Thes . hoalis : blishing-inttial-Federst ;

tured-home-constructiorrand-safety-standardsnotiater-thanoneyearafter the-dateof
enactment-of-thisAct:

th {f) The Secretary shall exclude from the coverage of this title any structure
having a permanent chassis which the manufacturer certifies, in a form prescribed by
the Secretary, to be:

(1)  designed only for erection or installation on a site-built permanent foun-
dation;

(2) not designed to be moved once so erected or install;

(3)  designed and manufactured to comply with a nationally recognized model
building code or an equivalent local code, or with a State or local modular building
code recognized as generally equivalent to building codes for site-built housing, or
with minimum property standards adopted by the Secretary pursuant to title I1 of the
National Housing Act; and

(4)  tothe manufacturer’s knowledge is not intended to be used other than on
a site-built permanent foundation.

th-Thetfederalmanufactured-homeconstructionrand-safety standards-estab-
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(g)(1) Based on a finding of need, the consensus committee shall establish uni-
torm test or evaluation methodologies that will adequately and uniformly evaluate
compliance with existing or proposed standards, The Secretary or other interested
persons may request the consensus committee to develop or evaluate the validity of a
test method.

(2)(A) The consensus committee shall establish requirements for review of trans-
portation loads and testing procedures in order to assure that when manufactured
homes reach retailer and knmnaumsius&wymmhmfommwﬂh&nm
tional manufactured home construction and safety standards.

(B)  Each manufacturer of manufactured homes shall prepare transportation
and storage requirements designed to assure that the home will remain in conform-
ance with such standards under ordinary transportation and storage practices.

£§) {h} The Secretary shall develop a new standard for hardboard panel siding on
manufactured housing taking into account durability, longevity, consumer’s costs for
maintenance and any other relevant information pursuant to subsection (e). The Sec-
retary shall consult with the National Manufactured Home Advisory Council and the
National Commission on Manufactured Housing in establishing the new standard.
The new performance standard developed shall ensure the durability of hardboard
sidings for at least a normal life of a mortgage with minimum maintenance required.
Not later than 180 days from the date of enactment of this subsection, the Secretary
shall update the standards for hardboard siding.

Warranties and State Recovery Funds

Sec. 605.(a)(1) The manufacturer shall provide a written warranty to the pur-
chaser of a new manufactured home that the home is constructed to the standards
promuligated by the Secretary and that the home is free from defects in materials and
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Judicial Review of Orders

Sec. 606. (a)(1) In a case of actual controversy as to the validity of any order
under section 604, any person who may be adversely affected by such order when itis
effective may at any time prior to the sixtieth day after such order is issued file a
petition with the United States court of appeals for the circuit wherein such person
resides or has his principal place of business, for judicial review of such order. A copy
of the petition shall be forthwith transmitted by the clerk of the court to the Secretary
or other officer designated by him for that purpose. The Secretary thereupon shall file
in the court the record of the proceedings on which the Secretary based his order, as
provided in section 2112 of title 28, United States Code.

(2)  If the petitioner applies to the court for leave to adduce additional evi-
dence, and shows to the satisfaction of the court that such additional evidence is ma-
terial and that there were reasonable grounds for the failure to adduce such evidence
in the proceeding before the Secretary, the court may order such additional evidence
(and evidence in rebuttal thereof) to be taken before the Secretary, and to be adduced
upon the hearing, in such manner and upon such terms and conditions as to the court
may seem proper. The Secretary may modify his findings as to the facts, or make new
findings, by reason of the additional evidence so taken, and he shall file such modi-
fied or new findings, and his recommendation, if any, for the modification or setting
aside of his original order, with the return of such additional evidence.

(3)  Upon the filing of the petition referred to in paragraph (1) of this subsec-
tion, the court shall have jurisdiction to review the order in accordance with the pro-
visions of sections 701 through 706 of title 5, United States Code, and to grant appro-
priate relief.
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(4) Thejudgement of the court affirming or setting aside, in whole or in part,
any such order of the Secretary shall be final, subject to review by the Supreme Court
of the United States upon certiorari or certification as provided in section 1254 of title
28, United States Code. »

(5)  Any action instituted under this subsection shall survive, notwithstand-
ing any change in the person occupying the office of Secretary or any vacancy in such
office.

(6) The remedies provided for in this subsection shall be in addition to and
not in substitution for any other remedies provided by law.

(b) A certified copy of the transcript of the transcript of the record and pro-
ceedings under this section shall be furnished by the Secretary to any interested party
at his request and payment of the costs thereof, and shall be admissible in any crimi-
nal, exclusion of imports, or other proceeding arising under or in respect of this title,
irrespective of whether proceedings with respect to the order have previously been
initiated or become final under subsection (a).

Public Information

Sec. 607 (a) Whenever any manufacturer is opposed to any action of the Secre-
tary under section 604 or under any other provision of this title on the grounds of
increased cost or for other reasons, the manufacturer shall submit such cost and other
information (in such detail as the Secretary may by rule or order prescribe) as may be
necessary in order to properly evaluate the manufacturer’s statement.

(b)  Such information shall be available to the public unless the manufacturer
establishes that it contains a trade secret or that disclosure of any portion of such
information would put the manufacturer at a substantial competitive disadvantage.
Notice of the availability of such information shall be published promptly in the Fed-
eral Register. If the Secretary determines that any portion of such information con-
tains a trade secret or that the disclosure of any portion of such information would
put the manufacturer at a substantial competitive disadvantage, such portion may be
disclosed to the public only in such manner as to preserve the confidentiality of such
trade secret or in such combined or summary form so as not to disclose the identity of
any individual manufacturer, except that any such information may be disclosed to
other officers or employees concerned with carrying out this title or when relevant in
any proceeding under this title. Nothing in this subsection shall authorize the with-
holding of information by the Secretary or any officer or employee under his control
from the duly authorized committees of the Congress.

(c)  If the Secretary proposes to establish, amend, or revoke a Federal manu-
factured home construction and safety standard under section 604 on the basis of
information submitted pursuant to subsection (a), he shall publish a notice of such
proposed action, together with the reasons therefor, in the Federal Register at least
thirty days in advance of making a final determination, in order to allow interested
parties an opportunity to comment.

(d) For purposes of this section, “cost information” means information with
respect to alleged cost increases resulting from action by the Secretary, in such a form
as to permit the public and the Secretary to make an informed judgment on the valid-
ity of the manufacturer’s statements. Such term includes both the manufacturer’s cost
and the cost to retail purchasers.

(e) Nothing in this section shall be construed to restrict the authority of the
Secretary to obtain or require submission of information under any other provision of
this title.
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Research, Testing, Development, and Training

Sec. 608. (a) The Secretary shall conduct research, testing, development, and train-
ing necessary to carry out the purposes of this title, including, but not limited to—

(1)  collecting data from any source for the purpose of determining the rela-
tionship between manufactured home performance characteristics and (A) accidents
involving manufactured homes, and (B) the occurrence of death, personal injury, or
damage resulting from such accidents;

(2) procuring (by negotiation or otherwise) experimental and other manufac-
tured homes for research and testing purposes; and

(3) selling or otherwise disposing of test manufactured homes and reimburs-
ing the proceeds of such sale or disposal into the current appropriation available for
the purpose of carrying out this title.

(b)  The Secretary is authorized to conduct research, testing, development, and
training as authorized to be carried out by subsection (a) of this section by contracting
for or making grants for the conduct of such research, testing, development, and train-
ing to States, interstate agencies, and independent institutions.

Cooperation with Public and Private Agencies

Sec. 609. The Secretary is authorized to advise, assist, and cooperate with other
Federal agencies and with State and other interested public and private agencies, in
the planning and development of—

(1) manufactured home construction and safety standards; and

(2) methods for inspecting and testing to determine compliance with manu-
factured home standards.

Prohibited Acts

Sec. 610. (a) No person shall—

(1)  make use of any means of transportation or communication affecting in-
terstate or foreign commerce or the mails to manufacture for sale, lease, sell, offer for
sale or lease, or introduce or deliver, or import into the United States, any manufac-
tured home which is manufactured on or after the effective date of any applicable
Federal manufactured home construction and safety standard under this title and
which does not comply with such standard, except as provided in subsection (b),
where such manufacture, lease, sale, offer for sale or lease, introduction, delivery, or
importation affects commerce;

(2) fail or refuse to permit access to or copying of records, or fail to make
reports or provide information, or fail or refuse to permit entry or inspection, as re-
quired under section 614; ‘ _ o

(3) fail to furnish notification of and correct any serious defect as required
by section 615;

(4) fail to issue a certification required by section 616, or issue a certification
to the effect that a manufactured home conforms to all applicable Federal manufac-
tured home construction and safety standards, if such person in the exercise of due
care has reason to know that such certification is false or misleading in a material
respect;

(5) fail to comply with a final order issued by the Secretary under this title;

(6) issue a certification pursuant to subsection ) (g) of section 604, if such
person in the exercise of due care has reason to know that such certification is false or
misleading in a material respect;
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(7)  fail to provide warranties or honor terms of warranties as set forth in sec.
605 of this title; or

(8) install a manufactured home in a manner which does not comply with the
national standards or State installation standards, whichever is applicable, pursuant
to section 604(f) of this title. This paragraph shall only apply to manufacturers, retail-
ers and persons in the business of installing manufactured homes.
~ (b)(1) Paragraph (1) of subsection (a) shall not apply, except for the purpose of

JShe manufaciurer s warranty, to the sale, the offer for sale, or the introduction or de-
livery for introduction in interstate commerce of any manufactured home after the
first purchase of it in good faith for purposes other than resale.

(2) For purposes of section 611, paragraph (1) of subsection (a) shall not ap-
ply, ¥xceprt for the piiipode of the malitifctitér's wilftafify; to any person who estab-
lishes that he did not have reason to know in the exercise of due care that such manu-
factured home is not in conformity with applicable Federal manufactured home con-
struction and safety standards, or to any person who prior to such first purchase holds
a certificate issued by the manufacturer or importer of such manufactured home to
the effect that such manufactured home conforms to all applicable Federal manufac-
tured home construction and safety standards, unless such person knows that such
manufactured home does not so conform.

(3} A manufactured home offered for importation in violation of paragraph
(1) of subsection (a) shall be refused admission into the United States under joint regu-
lations issued by the Secretary of the Treasury and the Secretary, except that the Secre-
tary of the Treasury and the Secretary may, by such regulations, provide for authoriz-
ing the importation of such manufactured home to the United States upon such terms
and conditions (including the furnishing of a bond) as may appear to them appropri-
ate to insure that any such manufactured home will be brought into conformity with
any applicable Federal manufactured home construction or safety standard prescribed
under this title, or will be exported from, or forfeited to, the United States.

(4)  The Secretary of the Treasury and the Secretary may, by joint regulations,
permit the importation of any manufactured home after the first purchase of it in
good faith for purposes other than resale.

(5) Paragraph (1) of subsection (a) shall not apply in the case of a manufac-
tured home intended solely for export, and so labeled or tagged on the container, if
any, which is to be exported.

() Compliance with any Federal manufactured home construction or safety
standard issued under this title does not exempt any person from any liability under
common law.

Civil and Criminal Penalties

Sec. 611. (a) Whoever violates any provision of secﬁon 610, or any regulatlon or
final order issued
nottoexceed$1606 undér thit title, shall be liable, after an opportunily for a hearing,
fo the Secretary for a civil penalty not to exceed $5,000 for each such violation. Each
violation of a provision of section 610, or any regulation or order issued thereunder
shall constitute a separate violation with respect to each manufactured home or with
respect to each failure or refusal to allow or perform an act required thereby, except
that the maximum civil penalty may not exceed $1,000,000 for any related series of
violations occurring within one year from the date of the first violation.

{b) Anindividual or a director, officer, or agent of a corporation who know-
ingly and willfully violates section 610 in a manner which threatens the health or
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safety of any purchaser shall be fined not more than $3;600 $100,000 or imprisoned
not more than one year, or both.
Injunctive Relief -

Sec. 612. (a) The United States district courts shall have jurisdiction, for cause
shown and subject to the provisions of rule 65 (a) and (b) of the Federal Rules of Civil
Procedure, to restrain violations of this title, or to restrain the sale, offer for sale, or the
importation into the United Sates, of any manufactured home which is determined,
prior to the first purchase of such manufactured home in good faith for purposes
other than resale, not to conform to applicable Federal manufactured home construc-
tion and safety standards prescribed pursuant to this title or to contain adefectwhich

2 serious defect , upon petition by the appro-
priate United States attorney or the Attorney General on behalf of the United States.
Whenever practicable, the Secretary shall give notice to any person against whom an
action for injunctive relief is contemplated and afford him an
opportunity to present his views and the failure to give such notice and afford such
opportunity shall not preclude the granting of appropriate relief.

(b) Inany proceeding for criminal contempt for violation of an injunction or
restraining order issued under this section, which violation also constitutes a viola-
tion of this title, trial shall be by the court or, upon demand of the accused, by a jury.
Such trial shall be conducted in accordance with the practice and procedure appli-
cable in the case of proceedings subject to the provisions of rule 42(b) of the Federal
Rules of Criminal Procedure.

(c)  Actions under subsection (a) of this section and section 611 (b} may be
brought in the district wherein any act or transaction constituting the violation oc-
curred, or in the district wherein the defendant is found or is an inhabitant or trans-
acts business, and process in such cases may be served in any other district of which
the defendant is an inhabitant or wherever the defendant may be found.

(d) Inany action brought by the United States for (a) of this section or section
611, subpoenas by the United States for witnesses who are required to attend at United
States district court may run into any other district.

(e) It shall be the duty of every manufacturer offering a manufactured home
for importation into the United States to designate in writing an agent upon whom
service of all administrative and judicial processes, notices, orders, decisions, and re-
quirements may be made for and on behalf of such manufacturer, and to file such
designation with the Secretary, which designation may from time to time be changed
by like writing, similarly filed. Service of all administrative and judicial processes,
notices, orders, decisions, and requirements may be made upon such manufacturer
by service upon such designated agent at his office or usual place of residence with
like effect as if made personally upon such manufacturer, and in default of such des-
ignation of such agent, service of process or any notice, order, requirement, or deci-
sion in any proceeding before the Secretary or in any judicial proceeding pursuant to
this title may be made by mailing such process, notice, order, requirement, or decision
to the Secretary by registered or certified mail. -

Noncompliance with Standards

Sec. 613. (a) If the Secretary or a court of appropriate jurisdiction determines that
any manufactured home does not conform to applicable Federal manufactured home
construction and safety standards, or that it contains a-defeetwhich-constitutesan
imminent-safety-hazard a serious defect , after the sale of such manufactured home
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by a manufacturer to a distributor-or-adeater :;wetaﬂer‘ and prior to the sale of such
manufactured home by such distributor-or-deater zetailer; to a purchaser—

(1) the manufacturer shall immediately repurchase such manufactured home
from such distributor-ordeater fetafletat the price paid by such distributorordeater
retailer, plus all transportation charges involved and a reasonable reimbursement of
not less than 1 per centrum per month of such price paid prorated from the date of
receipt by certified mail of notice of such nonconformance of the date of repurchase
by the manufacturer; or

tothe-provisions-of subsectiontb): The manufactures, at its expense, shall furnish 1o
the purchasing retailer, for installation by the retailer, the part, parts, or equipms
necessary to correct such serious defect or failure to comply with an applicable na-
involved the manufacturer shall reimburse such retailer for the reasonable value of
such installation plus a reasonable reimbursement of not less than 1 percent per month
of the selling price of the manufacturer prorated from the date of receipt by certified
mail of notice of such serious defect or such failure to comply to the date such serious
defect or failure to comply is corrected, so long as the retailer proceeds with reason-
able diligence with the installation after the required part or equipment is received.

(b) If any manufacturer fails to comply with the requirements of subsection
(a), then the distributoror-dealer asthecasemay-be; retailer: to whom such manufac-
tured home has been sold may bring an action seeking a court injunction compelling
compliance with such requirements on the part of such manufacturer. Such action
may be brought in any district court in the United States in the district in which such
manufacturer resides, or is found, or has an agent, without regard to the amount in
controversy, and the person bringing the action shall also be entitled to recover any
damage sustained by him, as well as all court costs plus reasonable attorneys’ fees.
Any action brought pursuant to this section shall be forever barred unless commenced
within three years after the cause of action shall have accrued.

Inspection of Manufactured Homes and Records

Sec. 614. (a) The Secretary is authorized to conduct such inspections and investi-
gations as may be necessary to promulgate or enforce Federal manufactured home
construction and safety standards established under this title or otherwise to carry
out his duties under this title. He shall furnish the Attorney General and, when appro-
priate, the Secretary of the Treasury any information obtained indicating noncompli-
ance with such standards for appropriate action.
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(b)(1) For purposes of enforcement of this title, persons duly designated by the
Secretary, upon presenting appropriate credentials to the owner, operator, or agent in
charge, are authorized—

(A) toenter, at reasonable times and without advance notice, any factory, ware-
house, or establishment in which manufactured homes are manufactured, stored, or
held for sale; and

(B) to inspect, at reasonable times and within reasonable limits and in a rea-
sonable manner, any such factory, warehouse, or establishment, and to inspect
‘manufactured homes in the possession of manufacturers or retailers and such books,
papers, records, and documents as are set forth in subsection (c). Each such inspection
shall be commenced and completed with reasonable promptness.

(2) The Secretary is authorized to contract with State and local governments

and private inspection org am'zatins to carry out his functions under this subsection.

his title, the Secretary is -

(c)  For the purpose of carrying out the provisions of t
authorized—

(1)  to hold such hearings, take such testimony, sit and act at such times and
places, administer such oaths, and require by subpena or otherwise, the attendance
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and testimony of such witnesses and the production of such books, papers, corre-
spondence, memorandums, contracts, agreements, or other records, as the Secretary
or such officer or employee deems advisable. Witnesses summoned pursuant to this
subsection shall be paid the same fees and mileage that are paid witnesses in the
courts of the United States.

(2) to examine and copy any documentary evidence of any person having
materials or information relevant to any function of the Secretary under this title;

(3) torequire, by general or special orders, any person to file, in such form as
the Secretary may prescribe, reports or answers in writing to specific questions relat-
ing to any function of the Secretary under this title. Such reports and answers shall be
made under oath or otherwise, and shall be filed with the Secretary within such rea-
sonable period as the Secretary may prescribe;

(4) torequest from any Federal agency any information he deems necessary
to carry out his functions under this title, and each such agency is authorized and
directed to cooperate with the Secretary and to furnish such information upon re-
quest made by the Secretary, and the head of any Federal agency is authorized to
detail, on a reimbursable basis, any personnel of such agency to assist in carrying out
the duties of the Secretary under this title; and

(5) to make available to the public any information which may indicate the
existence of a defect which relates to manufactured home construction or safety or of
the failure of a manufactured home to comply with applicable manufactured home
construction and safety standards. The Secretary shall disclose so much of other infor-
mation obtained under this subsection to the public as he determines will assist in
carrying out this title; but he shall not (under the authority of this sentence) make
available or disclose to the public any information which contains or relates to a trade
secret or any information the disclosure of which would put the person furnishing
such information at a substantial competitive disadvantage, unless he determines that
it is necessary to carry out the purpose of this title. Monitoring reports, the results of
complaint investigations, and other enforcement records shall be public records and
shall be accessible to the State agencies designated pursuant to section 623 of this title
and, subject to the limitations described in subsection (b), to the general public.

(d) Any of the district courts of the United Sates within the jurisdiction of
which an inquiry is carried on may, in the case of contumacy or refusal to obey a
subpena or order of the Secretary issued under paragraph (1) or paragraph (3) of
subsection (c) of this section, issue an order requiring compliance therewith; and any
failure to obey such order of the court may be punished by such court as a contempt
thereof.

(e)  Each manufacturer of manufactured homes shall submit the building plans
for every model of such manufactured homes to the Secretary or his designee for the
purpose of inspection under this section. The manufacturer must certify that each
such building plan meets the Federal construction and safety standards in force at
that time before the model involved is produced.

(f)  Each manufacturer-distributer-and-deater nd retaller. of manufactured
homes shall establish and maintain such records, make such reports, and provide
such information as the Secretary may reasonably require to enable him to determine
whether such manufacturer;-distributor-or-deater Hr. fétAlléf has acted or is acting in
compliance with this title and Federatinationaf manufactured home construction and
safety standards prescribed pursuant to this title and shall, upon request of a person
duly designated by the Secretary, permit such person to inspect appropriate books,
papers, records, and documents relevant to determining whether such manufacturer;
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distributor-ordealer br miallee has acted or is acting in compliance with this title and
manufactured home construction and safety standards prescribed pursuant to this
title.

(g) Each manufacturer of manufactured homes shall provide to the Secretary
such performance data and other technical data related to performance and safety as
may be required to carry out the purposes of this title. These shall include records of
tests and test results which the Secretary may require to be performed. The Secretary
is authorized to require the manufacturer to give notification of such performance
and technical data to —

(1)  each prospective purchaser of a manufactured home before its first sale
for purposes other than resale, at each location where any such manufacturer’s manu-
factured homes are offered for sale by a person with whom such manufacturer has a
contractual, proprietary, or other legal relationship and in a manner determined by
the Secretary to be appropriate, which may include but is not limited to, printed mat-
ter (A) available for retention by such prospective purchaser, and (B) sent by mail to
such prospective purchaser upon his request; and

(2)  the first person who purchases a manufactured home for purposes other
than resale, at the time of such purchase or in printed matter placed in the manufac-
tured home.

(h)  All information reported to or otherwise obtained by the Secretary or his
representative pursuant to subsection (b), (c), {&), (f). or (g) which contains or relates
to a trade secret, or which, if disclosed, would put the person furnishing such infor-
mation at a substantial competitive disadvantage, shall be considered confidential,
except that such information may be disclosed to other officers or employees con-
cerned with carrying out this title or when relevant in any proceeding under this title.
Nothing in this section shall authorize the withholding of information by the Secre-
tary or any officer or employee under his control from the duly authorized commit-
tees of the Congress. Nothing in this section shall authorize the manufacturer to with-
hold the design of the home from the affected homeowner.

Notification and Correction of Berious Defects

Sec. 615. (a) Every manufacturer of manufactuxed homes shaﬁ-fmmsh—nohﬁca-

he w hxch‘determmes, in good faxth miates—to—i’edcral—mmmfadumd—iwme—comtmc—

tion-or-safety-standard-or that any manut'actu.red home pmduced by the manufac-
‘furer contains or rnay contain a serious defect

home, shall furnish notification of the
serious defect to the purthaser of the mnufachmed home within a reasonable time
after such the manufacturer has discovered such the serious defect.

(b) The notification required by subsection (a) shall be accomplished—

(1) by mail to the first purchaser (not including any dealer-or-distributor
retailer of such manufacturer) of the manufactured home containing the gerfoug de-
fect, and to any subsequent purchaser to whom any warranty on such manufactured
home has been transferred;

(2) by mail to any other person who is a registered owner of such manufac-
tured home and whose name and address has been ascertained pursuant to proce-
dures established under subsection (f); ared

(3) by mail or other more expeditious means to the deater-or-deaters retailer’
or retailers of such manufacturer to whom such manufactured home was delivered: 3
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(4) by mail to the Secretary; and :
(3) by mail to all State agencies approved pursuant to section 623,

(c)  The notification required by subsection (a) shall contain a clear descrip-
tion of such serious defect, an evaluation of the risk to the safety of the occupants of
the manufactured home reasonably related to the serious defect, a statement of the
measures needed to repair the serious defect, and a statement that such repairs are at
no cost to the owner.

(d) Every manufacturer of manufactured homes shall furnish to the Secretary
a true or representative copy of all notices, bulletins, and other communications to the
deaters retailers of such manufacturer or purchasers of manufactured homes of such
manufacturer regarding any getityi defect in any such manufactured home produced
by such manufacturer. The Secretary shall disclose to the public so much of the infor-
mation contained in such notices or other information obtained under section 614 as
he deems will assist in carrying out the purposes of this title, but he shall not disclose
any information which contains or relates to a trade secret, or which, if disclosed,
would put such manufacturer at a substantial competitive disadvantage, unless he
determines that it is necessary to carry out the purposes of this title.

(e) HtheSecretary-determines-thatany-manufactured-home—

P it Lieable Federal : 1 |

A : . ,
2 s 1:5;1 ‘.]I . Hrrrrinent-safebvd .

therrhe-stali-immediately-notify-the-nanufacturer-of-such-mamifactured-home-of
such-defect-or-failure-tocomply: lfﬂ\eSecmtary determines that any manufactured
home contains or may contain a serious defect, the Secretary shall immediately notify

the manufacturer of the manufactured home of each such serious defect, The notice
shall contain the findings of the Secretary and shall include all information upon which
the findings are based. The Secretary shall afford such manufacturer an opportunity
to present his views and evidence in support thereof, to establish that there is no

serious defec}. If after such presentation by the manufacturer

fatture-of compliance §
the Secretary determines that such manufactured home ctoesno’rcomp!ymﬁw—apph—

i ‘contains or may corltam a serious
iefect, the Secretary shall direct the manufacturer to furnish the notification specified
in subsections (a) and {b) of this section,

(fy  Every manufacturer of manufactured homes shall maintain a record of
the name and address of the first purchaser of each manufactured home (for purposes
other than resale), and to the maximum extent feasible, shall maintain procedures for
ascertaining the name and address of any subsequent purchaser thereof and shall
maintain a record of names and addresses so ascertained. Such records shall be kept
for each home produced by a manufacturer. The Secretary may establish by order
procedures to be followed by manufacturers in establishing and maintainin such
records, including procedures to be followed by distributors-and-dealers retails
assist manufacturers to secure the information required by this subsection. Such pro-
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cedures shall be reasonable for the parhcular type of manufactured home for which
they are prescribed.
(g) * ' . . 'c : - » .

A manufacturer requlred to furrush noﬁﬁcaban
under subsection (&) or () of a serious defect shall also correct the serious defect in the
manufactured home within a reasonable period of time at no expense to the owner.

The Secretary may direct the manufacturer to make such corrections after pro-
viding an opportunity for oral and written presentation of views by interested per-
sons. Nothing in this section shall limit the rights of the purchaser or any other person
under any contract or applicable law.

(h) The manufacturer shall submit his plan for notifying owners of the
Berious defect and for repairing such gerious defect (if required under subsection (g))
to the Secretary for his approval before implementing such plan. Whenever a manu-
facturer is required under subsection (g) to correct a gerious defect, the Secretary shall
approve with or without modification, after consultation with the manufacturer of
the manufactured home involved, such manufacturer’s remedy plan including the
date when, and the method by which, the notification and remedy required pursuant
to this section shall be effectuated. Such date shall be the earliest practicable one but
shall not be more than sixty days after the date of discovery or determination of the
gerious defect or-fatture-tocomply, unless the Secretary grants an extension of such
period for good cause shown.

Register: Such manufacturer is bound to implement such remedy plan as approved
by the Secretary.

(i)  Where a gerious defect or-fatlure-to-comply in a manufactured home can-
not be adequately repaired within sixty days from the date of discovery or determina-
tion of the serioug defect, the Secretary may require that the manufactured home be
replaced with a new or equivalent home without charge, or that the purchase price be
refunded in full, less a reasonable allowance for depreciation based on actual use if
the home has been in the possession of the owner for more than one year.

Certification of Conformity with Construction and Safety Standards

Sec. 616. Every manufacturer of manufactured homes shall furnish to the dis-
tributor-or-dealer retailer at the time of delivery of each such manufactured home
produced by such manufacturer certification that such manufactured home conforms
to all applicable Federat pationa{construction and safety standards. Such certification
shall be in the form of a label or tag permanently affixed to each such manufactured
home.

Consumers-Manual-Contents
LTonsumer Information and Installation Manualy,

Sec. 617. The Secretary shall develop guidelines requirements for a consumer’s

consumer’s manual and an installation manual to be provided to manufactured home
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purchasers by the manufacturer or the retailer prior to the execution of the sales
contract. Thesemanuais-should The consumer’s manual shall contain guidelines for
purchase and walk-through inspection and shall identify and explain the purchasers’
responsibilities for operation, maintenance, and repair of their manufactured homes.
The consumer ‘s mamual shall aiso contain intormation on homeowner's rights under
the warranty, and the manufacturer or retailer shall provide the homebuyer with a
copy of the manufacturer’s and retailer warranties as well as product warranties. The
installation manual shall contain necessary installation instructions. The installation
and consumer’s manuals shall be written in an objective and easy-to-understand

manner, and they shall be periodically updated to reflect any substantial changes in
products, procedures, and requirements.

Effect upon Antitrust Laws

Sec. 618. Nothing contained in this title shall be deemed to exempt from the
antitrust laws of the United States any conduct that would otherwise be unlawful
under such laws, or to prohibit under the antitrust laws of the United States any con-
duct that would be lawful under such laws. As used in this section, the term “antitrust
laws” includes, but is not limited to the Act of July 2, 1890, as amended; the Act of
October 14, 1914, as amended; the Federal Trade Commission Act (15 U.S.C. 41 et
seq.); and sections 73 and 74 of the Act of August 27, 1894, as amended.

Use of Research and Testing Facilities of Public Agencies

Sec. 619. The Secretary, in exercising the authority under this title, shall utilize
the services, research and testing facilities of public agencies and independent testing
laboratories to the maximum extent practicable in order to avoid duplication.

Inspection and Enforcement Fees

Sec. 620. {a) inrcarryingout-the-inspections-required-under-this-title; the Secre-
tary may shall establish and impose on manufactured home manufacturers;distribu-
tors;anh-deaters and refailery such reasonable fees as may be necessary to offset the

expenses incurred by-him in conducting such-inspections;and-the-Secretary-may-use
¢ 1 : . i' . ” e iohs:

section623: .all activities authorized or required pursuant to this title and for the
expenses of administering the consensus process. Nothing in this section shall limita
State’s right to assess additional fees as deemed necessary to fulfill their responsibili-
ties under this title, L ; .
(b) Fees collected pursuant to this title shall be deposited in a dedicated fund
and used by the Secretary to carry out the purposes of this title. The use of these fees
by the Secretary for staffing, monitoring, oversight, field investigations, lnhlng, and
related travel shall not be subject to general or specific limitations on
funds. The Secretary shall provide an annual report to Congress indicaﬁnge:q:mdi—.
tures in these categories,
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Failure to Report Violations; Penalties

Sec. 621. Any person, other than an officer or employee of the United States, ora
person exercising inspection functions under a State plan pursuant to section 623
BRSO S IOy e O S P N O S S IS S IRE S G
and enlorcement agency, who knowingly and willfully fails to report to the Secretary
OF an appropriate SAA a violation of any construction or safety standard established
under section 604 within 15 days of discovery may be assessed, by the Secretary, after
an opportunity for a hearing, a civil penalty of up to $5,000 per violation with a maxi-
mum of $1,000.000 for any related series of violations occurring within one year from
the date of the first violation.
both. mmmmwmwmhmm
provide peer review of monitoring reports by States and private inspection and en-
forcement agencies. The committees should make non-binding recommendations to
the Secretary for corrective action. mmmﬂuumumupwm
of the Federal Advisory Committee Act.

Prohibition on Waiver of Rights

Sec. 622. The rights afforded manufactured home purchasers under this title may
notbe waived, and any provision of a contract or agreement entered into after August
22,1974, to the contrary shall be void.

State Enforcement

Sec. 623. (a) Each State may exercise the investigational and enforcement au-
thority of the Secretary pursuant to sections 610, 611, 612, 614, 615 and 621 of this title
and may designate a state agency to carry out such funchions. Nothing in this title
shall prevent any State agency or court from asserting jurisdiction under State law
over any manufactured home construction or safety matter issue-withrrespecttowhich
noFederat which does not fall within an area of regulation under the national manu-
factured home construction and safety standard has-been established pursuant to the
provisions of section 604.

{b) Any State which, atanytime; desires to assumeresponsibility receive fund-
ing for the enforcement of manufactured home safety and construction standards
under subsection (a) refating-to-any-issue-with-respectto-which-aFederat-standard
has-beernrestablishedinder-section604; shall submit to the Secretary a State plan for
enforcement of such standards.

{¢) The Secretary shall approve the plan submitted by a State under subsec-
tion (b}, or any modification thereof, if such plan in his judgment—

(1) provtda fora uunimum Ievel olmnahnn lnspecﬁom lspluu:'lbedby

the

Secretary; =
(2) provides that inspections of retailer lots shall be carried wtmm&d.
the manufactured homes on such lots are in compliance with national standards;
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provides for the imposition-of the civit-and criminal penaities under section 61 ’
(E?i PO ’."ll“ :“ H]'Em.tﬂ“'““";.m'd m.":? “'f““d ;’ ndersection Eﬁl

A (B)contains satisfactory assurances that the State agency or agencies have or
qualified personnel necessary for the enforcement of
such standards;

8) {d] give satisfactory assurances that such State will devote adequate funds to
the administration and enforcement of such standards;
reportsto-the Secretary-inrthe-same-mannerand-o-thesame-extent-as-if-the-State-pian
werenotimeffect;

0) {Bf provides that the State agency or agencies will make such reports to the
Secretary in such form and containing such information as the Secretary shall from
time to time require; and

@1 }b}.complies with such other requirements as the Secretary may by regula-
tion prescribe for the enforcement of this title.

(d) If the Secretary rejects a plan submitted under subsection (b), he shall af-
ford the State submitting the plan due notice and opportunity for a hearing before so
doing.

(e)  After the Secretary approves a State plan submitted under subsection (b),
he may, but shall not be required to, exercise his authority under this title with respect
to enforcement of manufactured home construction and safety standards in the State
involved.

()  The Secretary shall, on the basis of reports submitted by the designated
State agency and his own inspections, make a continuing evaluation of the manner in
which each State having a plan approved under this section is carrying out such plan.

’

promptiy-submitted-to-the-appropriate-committees-of-the-Congress: Whenever the
Secretary finds, afteraffordmg-dnenohmnd—oppoﬁmﬂy-forshearmgr&atmhe

provmon—o-l’-ﬁwe—&taie-phn—orthat the State phn has ﬁnled to c‘a.rry out lts enfometrmt
function, the Secretary may suspend approval of the State plan. Within 30 days of

issuance of an order suspending the State plan, the State may request a hearing in
which it may present to the Secretary why it should continue to receive funding.

® W!wmawncusdefeethdmwvmd,aﬁhteagmcy:}unbemqnuedto
notify the manufacturer, other States and the Secretary.

(h) The State in which a manufactured home is manufactured shall have pri-
mary jurisdiction to enforce the national manufactured home construction and safety
standards (except the installation standards) with respect to that manufactured home,
except that the State in which the manufactired home is initially installed shall have .
primary jurisdiction on any installed home and may agree to transfer jurisdiction to
the State of manufacture. No two States shall exercise jurisdiction simultaneous over
the same defect in the same home.
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(i)  The Secretary, or his designee, shall have authority to enforce the installa-
. tion requirements under section 623(c){4) if a State declines to submit a State plan.

Grants to States

Sec. 624. (a) The Secretary is authorized to make grants to the Sates which have
designated a State agency under section 623 to assist them—

(1) inidentifying their needs and responsibilities in the area of manufactured
home construction and safety standards; or

(2) indeveloping State plans under section 623.

(b) The Governor of each State shall designate the appropriate State agency
for receipt of any grant made by the Secretary under this section.

(¢) Any State agency designated by the Governor of a State desiring a grant
under this section shall submit an application therefor to the Secretary. The Secretary
shall review and either accept or reject such application.

(d) The Federal share for each State grant under subsection (a) of this section
may not exceed 90 per centrum of the total cost to the State in identifying its needs
and developing its plan. In the event the Federal share for all States under such sub-
section is not the same, the differences among the States shall be established on the
basis of objective criteria.

Rules and Regulations

Sec. 625. The Secretary is authorized to issue, amend, and revoke such rules and
regulations as he deems necessary to carry out this title.

Reports to Congress

Sec. 626.ta) The Secretary shall prepare and submittothePresident-for transmit-
tat to the Congress on July 1 of every other year a comprehensive report on the admin-

istration of th:s title for the two precedmg calendar years. Such-report-shatt-include
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Authorization of Appropriations

Sec. 627. There are authorized to be appropriated such sums as may be neces-
sary to carry out the provisions of this title.

Effective Date
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