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Thank you, Chairwoman Capito, Ranking Member Maloney and Members of the Subcommittee for 
the opportunity to testify this morning on the impact that the Dodd-Frank Wall Street Reform and 
Consumer Protection Act, and coming regulations from the Consumer Financial Protection Bureau 
(CFPB), will have on the manufactured housing market. 
 
My name is Tom Hodges.  I am appearing here as a member of the Manufactured Housing Institute.  I 
am also General Counsel for Clayton Homes, Inc. headquartered in Maryville, Tennessee.  In my role, I 
am responsible for oversight of the legal affairs of the company, including the implementation of the 
provisions of the Dodd-Frank Act and the related regulations. 
 
The Manufactured Housing Institute (MHI) is the national trade organization representing all 
segments of the factory-built housing industry.  MHI members include home builders, lenders, home 
retailers, community owners, suppliers and others affiliated with the industry.  MHI’s membership 
includes 50 affiliated state organizations. 
 
Since its founding more than 35 years ago, our company has built in excess of 1.5 million homes and 
won multiple awards for design and construction.  In fact, we are the largest home builder in the 
country.  The Clayton family of companies builds, sells, finances, leases and insures manufactured and 
modular homes as well as re-locatable commercial and educational buildings.  Clayton employs 
approximately 10,000 team members and has 33 home building facilities that support more than 1,000 
retail home centers. Our financial services companies finance home purchases for more than 325,000 
customers and insure approximately 160,000 families.  Though we are still family-led, in 2003, Berkshire 
Hathaway Inc. acquired Clayton Homes. 

 
ABOUT MANUFACTURED HOUSING 
Manufactured housing is a key source of quality, affordable housing for more than 22 million Americans.  
During this critical time for our nation’s housing markets, manufactured housing can play an important 
role in providing reliable, sustainable housing for current and future homeowners looking to meet a 
variety of housing and lifestyle needs. 
 
Manufactured housing is a highly-regulated industry, with three distinct qualities: manufactured homes 
are safe, they are energy efficient and they are affordable.  
 
Manufactured homes are built almost entirely in a controlled environment, transported to the building 
site, and completed at the home-site in accordance with federal building codes and enforcement 
regulations administered by the Department of Housing and Urban Development (HUD).  These 
governing rules are commonly referred to as the “HUD Code.”   
 
As the only federally-regulated residential building code, the HUD Code regulates home design and 
construction, installation requirements for strength and durability, resistance to natural hazards, fire 
safety, electrical systems, energy efficiency, and other aspects of the home.  Homes are inspected by a 
HUD-approved third party during the construction process and our industry adheres to a robust quality 
assurance program which offers greater controls than others forms of housing in the home building 
industry. 
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Our greatest attribute is delivering quality and value to consumers.  Through cost savings and 
technological advancements in the factory-building processes, the manufactured housing industry can 
produce homes for 10 to 35 percent less than the cost of comparable site-built construction.   
 
The affordability of manufactured housing can be attributed directly to the efficiencies emanating from 
the factory-building process.  The controlled environment and assembly-line techniques remove many 
of the challenges encountered during traditional home construction, such as poor weather, theft, 
vandalism, damage to building products and materials and unskilled labor.  Factory employees are 
trained and managed more effectively and efficiently than the system of contracted labor employed by 
the site-built home construction industry. 
 
Manufactured housing’s affordability means it has long been the housing choice for many low- and 
moderate-income families, including retirees on fixed incomes and first-time homebuyers. When 
compared to all homeowners, the median annual income of manufactured homeowners is nearly 50 
percent less—$60,000 vs. $32,000 (Source: 2009 American Housing Survey).  
 
Manufactured housing‘s importance as a sustainable source of affordable housing is reinforced by data 
(Source: U.S. Census Bureau) indicating that in 2011 it accounted for.: 

 72 percent of all new homes sold under $125,000; 

 47 percent of all new homes sold under $150,000; and 

 27 percent of all new homes sold under $200,000. 
 
Manufactured homes serve many housing needs in a wide range of communities—from rural areas 
where housing alternatives (rental or purchase) are few and construction labor is scarce and/or costly 
(nearly two of three manufactured homes are located in rural areas), to higher-cost metropolitan areas 
as in-fill applications.  Without land, the average purchase price of a new manufactured home is $60,600 
versus nearly $208,000 for a new site-built home (Source: U.S. Census Bureau). 
 
In addition to the valuable role it plays in providing reliable, efficient and affordable housing for nearly 
8.7 million American families, the manufactured housing industry is an important economic engine.  In 
2011, the industry produced over 51,000 new homes, which were produced in more than 120 home 
building facilities, operated by 45 different companies, and generating nearly 60,000 full-time, good-
paying American jobs. 
 
Despite its role as a valuable source of affordable housing; a driver of the U.S. economy; and a model of 
efficiency and sustainability in the larger housing industry, the manufactured housing industry has had 
ongoing challenges over the past decade.  Since 2005, the pace of new manufactured homes sold in the 
U.S. has declined by nearly 65 percent (146,881 in 2005 vs. 51,618 in 2011) and there has been a decline 
of nearly 80 percent since 2000 (when 250,419 new manufactured homes were produced). 
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While the pace of sales for new single-family site-built housing has also declined by roughly 75 percent 
since its peak in March 2005, the decline in manufactured home sales actually pre-dates the 2007 
housing market crash. The decline in the manufactured housing market coincides with a number of 
challenges: 
 

 the growth of subprime lending in the traditional site-built lending market diminished the 
affordability advantage of manufactured housing;  

 the lack of liquidity and credit in the manufactured housing finance sector has limited financing 
options for our homebuyers; and 

 the uncertainty and impact of new financial services and mortgage finance regulations has hindered 
growth. 

 
Like the site-built housing market, the manufactured housing industry can appreciate the difficulty and 
uncertainty of operating in a stressed environment.  New manufactured home construction has fallen 
roughly 80 percent over the past decade, which has accounted for more than 150 plant closures, more 
than 7,500 retail home center closures, and the loss of over 200,000 jobs.  More importantly, thousands 
of manufactured home customers have been left unable to buy, sell or refinance homes.  Without 
Congressional and regulatory action, the people who live in manufactured homes and whose livelihood 
is connected to this industry are at significant risk. 
 
It is estimated that more than 60 percent of manufactured homebuyers finance their purchase using a 
personal property loan product where the dwelling alone is financed (i.e., no real estate securing the 
loan).  The ability for lenders to securitize manufactured home loans in the secondary market, 
particularly those secured by personal property, has been very limited. 
 
MHI and its members have long demonstrated to rating agencies, investors, Fannie Mae, Freddie Mac, 
the Federal Housing Administration (FHA), Ginnie Mae and others that manufactured housing lenders 
operate using strong underwriting and regulatory standards. 
 
Despite this performance, the government-sponsored enterprises (GSEs) have had little involvement 
and displayed little interest in financing and securitizing manufactured home loans.  Less than one 
percent of GSE business comes from manufactured housing and none of that comes from manufactured 
home personal property loans.   
 
In 2011, as a percentage of its single-family credit guarantee activities, manufactured housing 
constituted only 0.11 percent of Freddie Mac’s portfolio. It is estimated that Fannie Mae’s level of 
single-family manufactured housing activity is below even this.  This is in spite of data indicating that 
since 1995 manufactured housing shipments have averaged 14 percent of all new single-family housing 
starts and more than 18 percent of all new single-family home sales. 
 
This barrier has effectively shut off the development of a viable secondary market for manufactured 
home loans leading to higher financing costs.  The development of a viable secondary market would 
dramatically improve liquidity in the credit-constrained manufactured housing market and provide 
potential buyers with more ready access to loans to purchase affordable manufactured housing. 
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As federal policymakers debate the form, shape and structure of a new housing finance system and 
secondary market mechanism, MHI agrees with many in Congress and other housing stakeholders that 
any secondary market housing finance structure should be supported by private capital.  In addition, 
MHI believes that any secondary market – particularly if it is supported by a government backstop –
should provide equal and open access to manufactured home loans secured by either real or personal 
property. 
 
As part of the Housing and Economic Recovery Act of 2008 (HERA; P.L. 110-289), Congress directed 
Fannie Mae and Freddie Mac to establish a secondary market for manufactured home loans, including 
those secured by personal property.  However, given the conservatorship status of the GSEs, the 
continued sluggishness of the housing market, the uncertain regulatory environment, and concern over 
taxpayer exposure, this mandate has remained unimplemented by the GSE’s regulator and conservator 
—the Federal Housing Finance Agency (FHFA). 
 
In moving forward, we encourage Congress to support the creation of a secondary market that allows 
for loan products, including all manufactured home loans, to compete on a level playing field absent 
barriers and prejudicial treatment.  Improving the prudent flow of capital to the manufactured housing 
financing sector will lower lenders’ cost of capital.  This will draw more lenders to the market, increasing 
competition, lowering financing prices, and enabling more consumers to choose manufactured housing. 
 

The manufactured housing industry has always been fully committed to protecting consumers 
throughout the home buying process.  MHI recognizes the importance of responsible lending and 
improving the consumer experience.  MHI has also consistently urged Congress to consider the unique 
nature of manufactured housing lending and to avoid measures that would inadvertently curtail lenders’ 
ability to make manufactured housing loans. 
 
MHI has been working on a bipartisan basis to educate Members of Congress and the Administration of 
some of the unforeseen impacts recently enacted legislation would have on limiting access to credit for 
the purchase of affordable manufactured housing.   
 
Specifically, provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd Frank 
Act; P.L. 111-203) and the Secure and Fair Enforcement of Mortgage Licensing Act (SAFE Act; P.L. 110-
2890—which is now under the jurisdiction of the CFPB—would have the unintended consequence of 
limiting the availability of and access to credit for the purchase of low-cost affordable manufactured 
housing. 
 
With respect to Dodd-Frank’s impact on housing, my testimony will focus on three areas that could 
have the unanticipated consequence of limiting the availability of, and accessibility to, affordable 
manufactured housing. Specific regulations being developed and enforced by the CFPB of key concern 
to the manufactured housing industry include: 

 new high-cost mortgage definitions that do not adequately account for the price pressures on small-
balance manufactured home loans,  which may diminish consumer accessibility to this form of 
sustainable housing; 

 lack of regulatory guidance in applying the SAFE Act definition of a mortgage originator to the 
unique activities of those selling manufactured homes may diminish the level of customer assistance 
available to those seeking to purchase affordable manufactured housing; and 
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 limitation on points and fees for “qualified mortgages” that could serve as a disincentive for serving 
the already credit constrained manufactured housing market due to the fact that the costs to 
originate such loans cannot adequately be recouped.  

 
HOEPA: MANUFACTURED HOME LOANS UNDULY SUSCEPTIBLE TO HIGH-COST MORTGAGE TRIGGERS 
First, the manufactured housing industry is concerned that the significant revisions to mortgage finance 
and anti-predatory lending laws contained in the Dodd-Frank Act will disparately impact manufactured 
home lending.  The Act adds significant new requirements on residential mortgage loans, including 
limitations on mortgage origination activities and high-cost mortgages, which will make it more difficult 
for manufactured home buyers to obtain affordable financing. 
 
Many of the new regulations that would be imposed on mortgage lenders by the Dodd-Frank Act are 
designed to curtail questionable lending practices such as zero-down payment loans, balloon notes, and 
stated-income loans, which helped bring about the recent decline in the housing market.  Although the 
manufactured housing industry and manufactured homeowners did not partake in these questionable 
practices, and maintained prudent underwriting standards, the Act would unfairly lump manufactured 
housing small balance loans into the same category as subprime predatory site-built mortgages.  
 
Section 1431 of the Dodd-Frank Act expands the range of loan products that could now be classified as 
“high-cost mortgages” under the Home Ownership and Equity Protection Act (HOEPA).  A loan would be 
considered “high-cost” if the Annual Percentage Rate (APR) or “points and fees” exceeds certain 
thresholds.  Unfortunately, the limits established in the Dodd-Frank Act were set without a full 
understanding of the economics of originating and servicing small balance manufactured home loans. 
 
While drafters of the Dodd-Frank Act recognized that large multi-national banks and small community 
banks could not be regulated in identical ways; the same realization was not reached for manufactured 
housing loans.  Specifically, statutory thresholds for a $200,000 loan and a $20,000 loan cannot be set 
and evaluated in the same fashion, which is the effect of Section 1431.  The cost of originating and 
servicing these two different size loans is essentially the same in terms of real dollars.  However, the 
cost, as a percentage of each loan’s size, is significantly different.  It is this difference that causes the 
smaller-sized manufactured home loan to potentially exceed the thresholds in the Act and be 
categorized as “high-cost” or predatory under HOEPA, even though there is nothing predatory about the 
features of the loan. 
 
In addition, the lack of a secondary market means lenders that want to participate in the manufactured 
housing market must hold these loans in their portfolios, which makes the cost of capital associated 
with originating manufactured home loans - whether they are real property or personal property - 
higher for these lenders versus those which are able to securitize real property mortgages through the 
GSEs or through asset-backed securities. Additionally, since only the lenders that have the financial 
ability to hold the loans they originate on their balance sheets can participate in a meaningful way, this 
either eliminates or severely limits the ability of smaller lenders to enter the manufactured housing 
market. The resulting effect is that credit availability is further reduced for low- to middle-income 
consumers. 
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Under this new provision, the propensity for a loan to be classified as “high-cost” greatly increases as 
the loan size diminishes.  According to the American Housing Survey (AHS), the median purchase price of 
a manufactured home (including new and existing home sales) is $27,000 (versus $107,500 for all 
occupied units according to 2009 American Housing Survey data).  Potentially half of all loans to 
purchase manufactured homes, or more than four million (out of 8.7 million nationwide), could be at 
risk of being categorized as “high-cost.” 
 
An internal analysis of our company’s lending activities yields concerning results.  Of all loans originated 
in 2010 and 2011, approximately 40 to 60 percent would have exceeded one or both of the “high-cost 
mortgage” thresholds under the HOEPA revisions outlined in the Dodd-Frank Act. 
 
Due to the increased liabilities, responsibilities and stigma associated with making and obtaining a 
HOEPA “high-cost mortgage,” it is likely that a majority of these loans would not be made.  Potentially 
millions of families could see the ability to re-sell their homes effectively wiped out because lenders 
would be unwilling to provide the financing needed to sell them. 
 
While a significant percentage of manufactured home loans may have rates higher than traditional site-
built mortgages, the terms typically associated with manufactured home loans—namely fixed interest 
rates, full amortization, and the absence of alternative features (such as balloon payments, negative 
amortization, etc.)—allow them to satisfy the requirements of what the Dodd-Frank Act would consider 
conservative and prudent underwriting standards.  
 
In addition, existing regulatory requirements and additional statutory guidelines outlined in the Dodd-
Frank Act provide significant consumer protections and disclosures while prohibiting many predatory 
loan features.   These provisions ensure that substantial protections are available to consumers without 
having to subject a majority of manufactured home loans to the onerous HOEPA “high-cost mortgage” 
designation. 
 
SAFE ACT: CLARIFY TREATMENT OF MANUFACTURED HOME SELLERS 
The SAFE Act is a well-intended law designed to enhance consumer protection and reduce fraud by 
requiring states to establish minimum standards for licensing mortgage loan originators. However, the 
manufactured housing industry has concerns over the lack of clarity in the implementation of the SAFE 
Act.      
 
There has been substantial confusion among states in applying the SAFE Act to manufactured home 
retailers and their salespersons; those financing the sale of their own manufactured homes; and those 
engaging in a minimal level of loan origination. 
 
Prior to the issuance of final federal regulations for the SAFE Act, states began adopting versions of a 
“model” state law. Well after most states had adopted their state SAFE Act laws, HUD finally issued its 
final rule in July 2011 that provided some regulatory clarification in recognizing the delineation between 
the treatment of individuals who undertake the sale of manufactured homes and individuals who 
engage in the loan origination business, but uncertainty in application of the rule still exists. 
 
Specifically, additional statutory guidance is necessary to ensure that individuals who assist and aid 
customers in the manufactured home buying process are not categorized as loan originators for 
purposes of the SAFE Act.  
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The process of purchasing a manufactured home has some substantial differences from purchasing a 
site-built home.  The ability of a manufactured home retail salesperson to provide key customer 
assistance in the home buying process absent the risk of being arbitrarily classified as a mortgage loan 
originator for purposes of the SAFE Act is critical.  
 
Similar to real estate brokers whose activities Congress specifically exempted from SAFE Act licensing 
requirements, manufactured home retailers are fundamentally in the business of selling homes; they 
are not in the loan origination business.  However, like real estate brokers, manufactured home retailers 
and sales personnel are fundamentally engaged in providing customer assistance throughout the home 
buying process.  Their core mission is to help a customer through the home buying process.  It is not to 
originate mortgage loans. 
 
In addition, due to the limited financing options available to manufactured home buyers, the ability of 
retailers and sellers of manufactured homes to provide buyers with adequate information regarding 
lending options available is critical to preserving the availability of manufactured homes as an affordable 
housing source. 
 
MHI is grateful for the diligent support Chairman Bachus and Ranking Member Frank have provided on 
this issue over the years.  In 2010, during HUD’s rulemaking process, Reps. Bachus and Frank formally 
requested that HUD provide clearer guidance to states on the treatment of manufactured home 
retailers and that HUD clarify that states have the ability to provide exemptions to those engaging in 
minimal levels of loan origination or activity that is occurring outside of a habitual and commercial 
context.  The manufactured housing industry and MHI hopes to build on this guidance so that the 
statute and regulations can provide clearer guidance and relief to manufactured home sellers. 
 
MHI firmly believes that individuals receiving compensation from lenders, mortgage brokers or others 
involved in the mortgage origination sphere for performing loan originator activities, or who derive their 
livelihood from the sale and distribution of mortgage loans should be registered and licensed in 
accordance with SAFE Act, including those serving the manufactured housing market. 
 
However, the law makes clear distinctions that those who perform certain activities – like taking an 
application - and receive no compensation or gain from the sale or distribution of mortgages are not 
considered to be mortgage originators and thus not subject to SAFE Act registration and licensing 
requirements.   
 
Unfortunately, due to a lack of clarity stemming from the regulatory process, there has been confusion 
at the state level in excluding those who sell manufactured homes and whose compensation comes 
from the sale of the home, not from the origination of mortgages, from licensing and registration 
requirements pursuant to the SAFE Act’s statutory guidelines. 
 
Given the uniqueness of the sales activity in the manufactured housing market, additional clarity both in 
statute and regulation would serve as the ideal fix for this challenge.  With regulatory enforcement of 
the SAFE Act now falling under the jurisdiction of the CFPB, it is critical that the agency begin to fill in the 
gaps with regards to the SAFE Act’s applicability to those operating within the specialized manufactured 
housing market. 
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PRESERVING ACCESS TO MANUFACTURED HOUSING ACT: 
BIPARTISAN BILL WILL MINIMIZE UNINTENDED IMPACTS ON AFFORDABLE MANUFACTURED HOUSING 
Earlier this year, Representatives Stephen Fincher, Joe Donnelly and Gary Miller introduced the 
Preserving Access to Manufactured Housing Act (H.R. 3849) to reduce some of these unintended 
consequences that could significantly reduce access to affordable manufactured housing.  The bipartisan 
bill addresses two issues impacting the ability of consumers to obtain mortgage financing for 
manufactured homes. 
 
First, the measure would amend the threshold by which designated small balance manufactured 
home loans are classified as high-cost mortgages under HOEPA (as revised by the Dodd-Frank Act), 
which will thereby reduce the number of loans subject to punitive and onerous liabilities.  The proposed 
statutory change would more accurately take into account the price pressures unique to manufactured 
home lending while still maintaining significant consumer protection from predatory lending practices.   

 
The legislation would not exempt lenders from HOEPA’s high-cost mortgage provisions; it would merely 
adjust the APR triggers—for classification as a HOEPA high-cost mortgage—for transactions that 
primarily involve manufactured homes. 

 
Adjusting the APR triggers would decrease the number of manufactured home loans that could be 
categorized as HOEPA high-cost mortgages thereby preserving access to credit for those seeking to 
purchase affordable manufactured housing.  However, under the proposed revision, consumers would 
receive no less protection from predatory lending activities.   
 
Based on existing requirements within the Truth in Lending Act (TILA)—including those for higher-priced 
mortgage loans—and the Real Estate Settlement Procedures Act (RESPA), new requirements within the 
Dodd-Frank Act (such as those for “qualified mortgages”) and even within a variety of existing state 
laws, consumers applying for manufactured homes loans would still receive substantial levels of 
protection in the form of disclosures and prohibitions on certain activities that are similar to those found 
within the HOEPA statute. However, these protections would come without having to attach the 
onerous high-cost mortgage designation to a majority of manufactured home loans—a designation that 
would effectively prevent a lender from making a loan needed by a consumer to purchase a home. 
 
Next, the bill provides legislative clarification and guidance beyond that which was provided in the 
SAFE Act final rule for employees of manufactured home retailers.  It is important to point out that the 
language in the bill does not provide an exemption to all individuals who may be involved in selling 
manufactured homes from registering as mortgage originators under the SAFE Act.  It merely seeks to 
reinforce that individuals only become subject to licensing and registration requirements when they 
both take a loan application, AND offer and negotiate with a consumer the terms of a loan in exchange 
for compensation (income) which is consistent with the Act. 
 
Similar to a real estate broker/agent, a manufactured home retailer’s (and sales person’s) compensation 
comes from the sale of a home and not from the sale of a loan product, such as a residential mortgage.  
The legislation would preserve existing requirements that an individual selling manufactured homes be 
licensed as a mortgage originator if they perform the regulated activities and receive compensation 
from a lender, mortgage broker or mortgage originator for loan origination activity. 
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The legislation seeks to reinforce and amplify the existing statutory dividing line between an individual 
being compensated for home sales activity and an individual being compensated for the sale or 
distribution of a residential mortgage.  Unfortunately, due to a misapplication and misinterpretation of 
the statute that occurred during the rulemaking process, there exists substantial confusion at the state 
levels in interpreting this differentiation of activity. 
 
MHI is grateful for the bipartisan leadership from Reps. Fincher, Donnelly and Miller in introducing this 
bill. In addition, we are particularly thankful for the consideration by  Chairman Bachus and Ranking 
Member Frank to work with the bill sponsors on providing relief to the manufactured housing market.  
We are truly appreciative of the Chairman’s and Ranking Member’s dedicated support of manufactured 
housing as an indispensible form of sustainable, reliable and affordable housing. 
 
QUALIFIED MORTGAGE AND ABILITY-TO-REPAY GUIDELINES:  
MINIMIZE DISINCENTIVES TO SERVING MANUFACTURED HOUSING MARKET 
Another issue of critical importance to MHI is the impact “qualified mortgage” criteria will have on the 
availability of credit in the manufactured housing market.  These criteria will form the basis of evaluating 
a borrower’s ability to repay to a loan, as required by the Dodd-Frank Act (Sec. 1412).   
 
A “qualified mortgage” would not be permitted to contain certain characteristics that helped contribute 
to the decline of the housing markets, such as negative amortization, balloon payments and stated 
income loans.  One of the most important facets is the requirement that a lender not make a qualified 
mortgage without determining that a borrower has a reasonable ability to repay the loan. 
 
The proposed rule and request for comments, which closed for comment in July 2011, was recently 
reopened by the CFPB to seek additional feedback and data on a variety of issues, including information 
concerning the impact on litigation and litigation costs associated with mortgage loans not considered 
“qualified mortgages.” 
 
Given the substantial impact this rulemaking will have, it is important to ensure that it serves the best 
interests of the entire housing market, including that which is served by manufactured housing. Because 
of this, MHI was appreciative of the CFPB’s decision to reopen the comment period.  While it would be 
optimal to have a sense of certainty and clarity as soon as possible, as a business that relies on a clear 
and level regulatory playing field it is essential that no ambiguity exists in these lending guidelines. 
 
MHI believes that clear standards are essential.  Clarity ultimately reduces the frequency of litigation 
and allows lenders to resolve issues without the need for costly legal action.   Without clarity, lenders 
will likely operate strictly with the known qualified mortgage parameters in order to minimize these 
risks.   This would reduce the availability and affordability of credit for millions of creditworthy low- and 
moderate-income families seeking to purchase manufactured homes. 
 
Additionally, MHI believes that the safe harbor alternative for implementing the qualified mortgage 
standards would create the certainty and clarity lenders need in establishing policies and procedures for 
complying with these standards.  While clear qualified mortgage standards would equip lenders to 
defend their origination practices, a safe harbor would provide a disincentive for bringing frivolous 
litigation that increases costs to lenders and consumers.   At the same time, the existence of clear 
standards and a safe harbor would preserve the opportunity for legitimate claims to move forward.  
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While those few lenders still serving the manufactured housing market will likely endeavor to conform 
and comply with the qualified mortgage criteria outlined by Congress and being further developed by 
regulators, the manufactured housing market is uniquely affected by the qualified mortgage standards 
in ways that adversely impact low- and moderate-income consumers. 
 
Specifically, given the fundamentally smaller balance size of manufactured home loans, lenders will have 
an inherently more difficult task in recouping the fixed costs of originating a manufactured home loan 
compared to their much larger site-built equivalents, due to statutory limitations (three percent) on the 
points and fees that a lender may charge for a qualified mortgage.    
 
Congress recognized the challenge this provision could prove to lenders making smaller-balance loans 
and directed regulators to develop rules adjusting this requirement for smaller loans in order to meeting 
the “presumption of compliance” with the qualified mortgage guidelines.   
 
The proposed rules promulgated by the Federal Reserve Board, CFPB and others in May 2011 made a 
diligent attempt to adjust the three percent points fees cap for “smaller loans,” but falls short of 
providing manufactured housing lenders with sufficient ability to recover the costs associated with 
making a small-sized residential mortgage loans. 
 
Data included in the proposed rule (FRS-2011-0124-0001) indicates that in 2009 nearly 75 percent of all 
loans made to purchase a manufactured home were $75,000 or less. This data is bolstered by our own 
company’s activities. Of the loans originated by Clayton finance subsidiaries in 2011, the average loan 
amount was approximately $42,000 and $61,000 for each lender.  
 
Unfortunately, even with the elevated points and fees caps outlined for smaller-sized loans in the ability-
to-repay proposed rule, approximately 40-49 percent of loans made by Clayton finance subsidiaries 
would have fallen outside the allowable limits to be considered a qualified mortgage. Had the proposed 
limits been in effect during this time period, it is likely that these loans would not have been originated 
and borrowers may have been unable to acquire the financing needed to purchase homes.  
 
Similar to others, the manufactured housing industry has urged regulators to not rely solely on a 
percentage-based limit on points and fees, but to consider allowing lenders an option that includes a 
dollar amount for points and fees to cover the cost to originate a residential mortgage (i.e. $2,000-
$3,500). 
 
Such a mechanism would serve as a transparent rule that provides a bright-line standard that would be 
easier for creditors, while protecting consumers from unreasonable fees, and would encourage lenders 
to make smaller-sized loans that are relied on by manufactured homes buyers. 
 
MHI believes the limits outlined in the proposed rule will make it difficult for lenders to fully recoup 
costs associated with making low-balance manufactured home loans and, unintentionally, act as a 
disincentive to serving low- and moderate-income families seeking to purchase affordable manufactured 
housing.   
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The manufactured housing industry fully supports the intent of the law: that fees associated with the 
origination of loans should be maintained at reasonable levels.  However, when lenders are not allowed 
to recover even a base level of the costs associated with originating a loan, such rules only serve as a 
roadblock to those most in need of access to affordable housing. 
 
Related to the points and fees limitation for qualified mortgages, MHI believes that the proposed 
regulatory amendments to the definition of “points and fees” in Regulation Z to the Truth in Lending Act 
may also be served with more clarity in order to help preserve manufactured housing lending. 
Specifically, proposed section 226.32(b)(2)(i) excludes from points and fees, compensation paid to an 
employee of a retailer of manufactured homes who does not take a residential mortgage loan 
application, offer or negotiate terms of a residential mortgage loan, or advise a consumer on loan terms 
(including rates, fees, and other costs) but who, for compensation or other monetary gain, or in 
expectation of compensation or other monetary gain, assists a consumer in obtaining or applying to 
obtain a residential mortgage loan. While MHI is very appreciative of the recognition that compensation 
paid to retailer employees deserves to be excluded, clear guidance should be provided that 
compensation paid in connection with the selling of the home is not to be included in “points and fees” 
under any circumstances.   
 
In conclusion, MHI appreciates the opportunity to shares its point of view concerning the impact that 
the Dodd-Frank Act will have on our sector of the housing market that strives to serve the low- to 
middle- income families of our country with quality, affordable housing. We are eager to work with both 
legislators and regulators to protect the consumers who benefit from this very necessary industry. 
 
Thank you very much for the opportunity to testify on this important issue and I welcome any questions. 


