                                                                     1 January 2016

TO:

Federal Housing Finance Agency

FROM:
George Allen, CPM®Emeritus, MHM®Master



Consultant to the Factory-built Housing Industry,



The Land-lease-lifestyle Community Asset Class &



Community Owners (7 Part) Business Alliance®

SUBJ:

George Allen’s Written Comments Pursuant to Federal Housing
Finance Agency’s (‘FHFA’) ‘Notice of proposed rulemaking’ relative
to Enterprise 
Duty to Serve Underserved markets.’

REF:
a) (RIN) 2590-AA27 as published in the Federal Register, Vol. 80, No. 243, Friday, December 18, 2015. Proposed Rules, pp. 79182 – 79222.


b) Ross Kinzler’s email message, dated 12/18/2015 re FHFA Rulemaking webinar

ENCL:
1) ‘Ah Ha! & Uh Oh! Worksheet, (form # 131) PMN Publishing, Indianapolis, IN. 2008

First, general observations and commentary, followed by comments pertaining to
specific, identified by number, questions throughout the referenced document.

Level the playing field! 

Definitions of key terms such as ‘affordable housing’ and ‘lower-and moderate-income borrowers’, while used on the first page (#79183) of reference a) are not described in detail until page # 79193 (re: ‘incomes’), and page #79216, for other terms used during the preceding 33 pages. Can’t say I recall ever reading a definition for ‘affordable housing’. That being the case, here’s the definition I use in my MH trade writings:

“Housing is affordable when individuals or households…earning less than half the Area Median Income or AMI, can afford to rent a conventional apartment and or buy a home in their local housing market.” Quoted from Bruce Savage’s The First 20 Years!, PMN Publishing, Indianapolis, IN., 2014.
Terminology. OK; what follows here might be akin to splitting hairs, but also might be useful to you in the future:

· Reference a) used ‘manufactured home’ (p.79216 & elsewhere), while the federal government mandated, way back in 1976, that ‘manufactured housing’ is the preferred term. Note. ‘Housing’ not really a ‘home’ until purchased and lived in.

· Reference a) used ‘manufactured housing community’ when common industry parlance is ‘manufactured home community’. Why? ‘Housing’ becomes ‘home’ when bought and lived in – in this case among many other ‘manufactured homes’. And to take this a step further, since 2005, land-lease-lifestyle community has increasingly become the ‘term of choice’ among manufactured housing professionals and journalists for at least six good reasons. Unlike manufactured home communities of the past, which sited 1) pre-1976 ‘mobile homes’ & 2) post-1976 ‘manufactured homes’, these unique, income-producing properties now commonly site 3) modular homes, 4) ‘park model RVs’, 5) ‘RVs for a season’, & 5) in Florida after major hurricanes, stick-built homes constructed on-site to imitate manufactured homes’! And finally, the reference a) definition of ‘manufactured housing community’ precludes its’ use to describe collections of ‘manufactured homes’ sited in platted subdivisions – yet another type of manufactured home community – where homes are titled as real estate and underlying improved realty as well.
Before I turn my attention to specific questions and comments, I want to state I agree with Ross Kinzler, point by point, contained in the email message (SUBJ: ‘FHFA Duty to Serve Webinar’ @ 12/18/2015, in which he pens this preface:

“I’ve read the 162 page rule and there is not much in it for the (MH) industry unless you are ROC USA. Community loans would be available only if the community owner agrees to give the residents the first right of refusal. Chattel loans are not mandated by the rule, even though the creation of a secondary market (for them), was a high priority for the (MH) industry. Big disappointment.”  (Parenthetical remarks added. GFA)
Now, my comments related to specific questions put forth in reference a)

1, 2, 3.
In all three instances, in my opinion, it’d be helpful to know the FHFA and GSEs enjoyed a ‘common ground’ where trade terminology, and definitions thereof, is concerned. For example, do all three entities agree on the specific – or even general, definition of ‘affordable housing’ – and how it’s measured by each? Beyond that, I don’t know enough about how FHFA & the GSEs operate to opine regarding the degree of discretion, establishment of regulatory activities, and appropriateness thereof. However, I do agree, again, with comments made re these questions by Ross Kinzler, in reference b.
4.
The five requests (p#79185) appear appropriate to me.

5.
No comment.

6.
No comment.

7.
Agree here with comments offered in reference b.
8.
No comment.

9.
Including a ‘public input process’ is certainly wise, but 45 days is likely not enough time. Recommend at least 90 days.
10.
‘What existing Enterprise criteria…for support of manufactured home loans titled as real estate could be modified to expand support for very low; low-, & moderate-income families….” (emphasis added. GFA) Why not include ‘manufactaured home loans titled as personal property secured with long term leases extending one year beyond the home contract term?
11.
Yes..
12.
All manufactured hosing loans should result in a credit.
13.
Yes, Enterprises should receive credit for purchasing chattel loans. While I’m not  qualified to hold forth on ‘servicing’ chattel loans, I have definite thoughts – and experience, on improvements that can and should be effected when processing and underwriting conventional real estate and personal property (manufactured home) loans! The easiest and most direct way to get into this topic, and understand said improvements, is for you to study enclosure # 1 (‘Ah Ha! & Uh Oh! Worksheet’)

Here’s a summary of how I believe the four approaches to computing new home Price Points & Loan Sizes (two @ RE & two @ personal property) on this worksheet, clearly demonstrate the near-predatory methodology used today (i.e. the two Risky columns), compared with results achieved when including ‘household utility costs’ within the Housing Expense Ratio (one of six means of measuring ‘affordability of housing’), to achieve a truly Affordable result (i.e. the other two columns on the Worksheet). Net result when starting with $36,000 AMI? A homebuyer can afford to purchase a $41,000 house in an ‘affordable’ fashion or $68,000 house in a ‘risky’ fashion, while paying $$333/month in rental homesite rent in a LLLCommunity; OR, $101,000 ‘affordable’ house on a scattered building site conveyed fee simple, or $134,000 house in a ‘risky’ fashion. It’s as simple as that! Also see 1282.39(g), paragraphs 2 & 3.

14.
Yes.
15.
Tenant protections (1282.33©(2)(iii)), pp. 79192 & 79193(a)(b)(c) & (d). Specifically, (a) should read, “The written lease must be….” In rural Midwest, many to most land-lease-lifestyle community leases, to this day, continue to be of the ‘verbal 30 days’ variety. Seriously. For example; in Illinois, state law mandates LLLCommunity owners/operators ‘offer’ a written lease. Frankly, most people decline the ‘protection’, figuring they can always relocate the home within 30 days – even though home size and moving costs likely prohibit such an easy move. (d) OK to sell ‘unit’ on-site, but only to someone pre-approved, in writing, by the property owner. (d)iii. OK to put FOR SALE sign in front window of one’s home. (d) iv. Reasonable period of time, after eviction to sell unit? That’s usually the Small Claims Court judge’s decision. (d) iv.e.  120 days advance notice of sale or closure? Smacks of restriction on one’s real property rights to me.
16.
Not that I can think of at this time.
17.
No; pleased with the 150 rental homesite threshold
18.
See comments @ question # 15.
19.
Without any further information, I’d say ‘yes’; but subject to state law.
20.
See comments @ question # 13. Also agree here too, with comments sited in reference b, for question # 20.
21.
No universal formula here – for at least one reason. Income levels of residents in all-adult LLLCommunities (i.e. retirement Mecca or Sunbelt regions, a.k.a. ‘nearly deads’) will generally be higher, often significantly so, than incomes of resident (i.e. ‘newly weds’) in all-age or family communities.
22.
All LLLCommunities should be treated the same.
23.
The Rule of Thumb, among veteran LLLCommunity owners/operators, has long been: Avoid owning/leasing ‘rental units’ on-site; but if you do, convert them into ‘contract sales’ before putting the property on the market ‘for sale’ and or refinancing.
24.
Geographic diversity? In part, reread comment @ question # 21. re ‘sunbelt’ versus non-sunbelt regions and characteristic tenant mix. 
25.
Another Rule of Thumb, that some now question, has to do with seeing whether rental homesite rents (in LLLCommunities) are in sync or out of sync with unit rents charged by other types of multifamily rental properties in the same local housing market. Survey conventional apartment communities (i.e. 3BR2B) for average monthly rent. Divide that result by three, for estimated stabilized rent rate for an all-age LLLCommunity, e.g. $900/month apt. rent divided by ‘3’ = $300/month site rent. In some markets that rule has become a 2:1 aberration, e.g. $900/month, divided by ‘2’ = $450/month site rent…maybe for an all-adult community in a Sunbelt region.
26.
No. Not unless contractually limited, where rent increases are concerned.
Affordable Housing Preservation Market – Proposed

Postscript. Neither a Summary or Concluding paragraph here. Why? Far too many ‘moving parts’ to summarize, and from which to draw definitive conclusions at this time. If, however, there’s a follow-on rendition of this rulemaking proposal, hopefully shorter in length and more succinct in content, I’d be willing to, once again in behalf of the Community Owners (7 Part) Business Alliance®, or COBA7®, effect another close review of its’ content. 

GFA/cc
