Affordable Manufactured Housing
Best Practices:
Opportunities for Califorra
Affordable Housing Developers

California Coalition for Rural Housing
Revised: February 26, 2010

Principal Investigator:
Dewey Bandy, Ph.D., Deputy Director

Funded by:
Corporation for Enterprise Development
|l nnovations in Manufactured

Hon

ne




Acknowledgments

This research and guide was made possible through a grant for the Corporation for
Enterprise Development s | 6 M HQaftEipaponogr am.
and contributions of many individuals and organizations was necessary for completion of

this work. Ron Javor and Kathryn Gwatkin Goulding deserve special acknowledgement

for their invaluable assistance with grammatical and content editirggCalifornia

Coalition for Rural HousingCCRH)would like to acknowledge the contributions of the
following individuals and organizations:

Individuals:

Kathryn Gwatkin Goulding
Steve Hullibarger

Ron Javor

Jack Kerin

Jerry Rioux

Organizations:

California Housing Finance Agency

CaliforniaDepartment of Housing and Community Development
Carefree Homes

City of Poway Redevelopment Agency

Community Housing Works

Mercy Housing

Rancho Housing Alliance

Trinity County

Trinity Housing Group

U.S. DepartmentfoAgriculture Rural Development




Table of Contents
Acknowledgements:
Executive Summary
Section I: Introduction
Section II: Methodology
Section IlI: Factory Built and Manufactured Housing

Section IV: Production and Development
Of Manufactured Housing

Section V: Manufactured Versus Site-built Housing

Section VI: Affordable Manufactured Housing
in California

Section VII: Urban Case Studies

Urban Development: Density and Design Issues

Haley Ranch Case Study

Brotherton Square Case Study

Las Serenas Case Study
Section VIII: Rural Case Studies

Rural Areas and the Manufactured
Housing Advantage

Mercy Housing & Trinity County Case Study
North Shore Case Study
Best Development Practices Summary

Appendix A: Manufactured Housing Resources

11

12

15

22

27

32
32
36
48
61
66
66
68
81
91

94




Executive Summary: Major Findings and Recommendations

That manuf act ur ewldelyhusad by the gffordabla lotsingrcomnaunity
is especially surprising given the advantages offered by this hdypmgnd the types

of development challenges affordable housing faces in rural areas. Manufactured
housing promises quality units atder costs than comparaldie-built housing through
mass production economies of scale. Further, by constructing the unit at a factory and
then transporting a completed unit that is exempt from local building standards to a
prepared site for installatiarffers developerthe potential fosignificant project time
savings. These inherent advantage
are amplified today by manufacture
housing industry advances in unit
quality, architectural appeal and
increasegroductcustomization. _
Increasingly marketrate developers j§
have recognized the fantial cost
and time savingand are using
manufactured housing in an ever
growing number of their
developments. Yet affordable
housing developers have been mu
slower than their private sector
counterparts to takedvantage of #nopportunitieoffered by manufactured housing.

Las Serenas, Coachella, California

The California Coalition for Rural Housing (CCRH), through funding from the
Corporation for Enterprise Devel opment 6s
HOME), took up this challenge. CGRRexamined the experience with and perceptions of
manufactured housing within the affordable housing development community through a
survey of affordable housing developers, interviews with affordable housing agencies
and anexamination of development exqeences with manufactured housing and@pth
research of six exemplary case studies of affordable manufactured housings.prajsct

guide sought to achieve four aims:

x Assess the extent to which manufactured housing is being used by the affordable
housing community

x ldentify the factors that inhibit or encourage the use of manufactured housing

x Evaluate the effectiveness of manufactured housing for affordable housing
applications

x | d e n best prgctic@manufactured housing development methods tb bo
encourage and guide affordable housing developers in the use of manufactured
housing




Based on the research activities and aims of this project, CCRH made the following
findings:

Manufactured h ousing can deliver substantial cost savings over comparable
site -built housing from 5% to 55%.

Simply put, the developers of the case studies found that manufactured housing offered
significant cost savings over comparable-bidt homes. Of the six developers, five
reported cost savings over comparabtebuilt housing ranging from 20% upwards to
55%. The other developer, with a much more customized housing product for a small
infill development, still reported a 5% savings, or about $500,000 for tuai22
development. These savings primarily derive ftbmscale economies of mass

production that allow even small projects to significantly reduce unit production costs.
Essentially the developer is purchasing manufactured homes out of a larger mass
production run of similar units which benefit from bulkrghiasing of materials,

assembly lineefficienciesand production standardization.

Manufactured housing development can be faster and more efficient than
comparable site-built housing

All six developers of the case study projects reported importaetafanent efficiencies
in the form of a shorter project completion time, reduced local project review and
reductions in project management staff time. Development efficiespecially
benefitted from the much smaller number of contractors required tpletahe project,
insulation from materials price increases and less site security concerns.

Manufactured housing is a versatile product capable of performing efficiently
and effectively in varied and demanding development settings

The case studies slvdhat manufactured housing is a versatile product that can perform
competitively in a wide range of affordable housing applications, settings and conditions.
Especially important, the case studies showed manufactured housing continued to
provide importantost and times ovesite-built housing even when it had to meet
challenging design, architectural and density standdtden for small projects where

units had to be customized and architecturally enhanced, manufactured housing still
retained it cost alvantages, timeavings and other development efficienc@gerall, the

case studies show manufactured housing was successful in the following situations:

e Replacement housing ¢ Demanding desigand

e Scattered site architectural standards
e High density e Unit customization

e Infill e Upscale communities

e Remote rural e Customized unit design
e Smartgrowth

e Time sensitive




Manufactured housing cost savings can be the deciding edge in making ownership
and asset development possible for very low income populations

Two of the case studies, the Haley Ranch and the North Shore developments,
demonstrate how the cost savings advantage of manufactured housisjedweitt

housing provided the edge neededaalizehomeownership opportunities to very low
income populatins. In both casesite-built housing was too costly to make the projects
work within tight financial constraints. By using manufactured housing, the North Shore
development was able to provide homes at prices very poor farmworker households could
afford. With Haley Ranch, manufactured housing savings made possible very low rents
that both preserved the assetshefdisplacedvery poor populatiomesidents of an old

trailer while simultaneouslgtabiliang their housing situation. This stability, iarh,

allowed residents to undertake asset building activities in employment, education and
savings. It also enabled the nonprofit owner to undertake home ownership programs and
services that helped families eventually purchase homes.

Manufactured housingi s ef fectively O6purpose builtd
and can have a demonstrable advantage oveite-built housing in some rural
conditions

Manufactured housing offers a marked advantage ovebuitiehousingfor affordable

housing applicationm remote rural communities. Tde case studies demonstrated an
advantagebasedn cost and timeavingsthatenabled manufactured housing to

surmount many of the development constraints in rural locations. These challenges stem
from higher developmemosts that result from limited infrastructure, smaller scale

projects, inclement weather, topographical challenges, environmental constraints and
long commutingdistancesdr contractors and construction labor. Cost savings from

factory production and thaster project completion time that results from limited local
review and quick installation of a factedglivered unit enabled manufactured housing to
overcome thesrural conditions more effectively than sheilt housing.

The manufactured housingindustry can work collaboratively with affordable
housing developers to produce customized, high quality and attractive projects
within tight budget and time constraints

The case study develagevho procured units directly from the factory point to an
emerging business model for affordable housing developers and the manufactured
housing industry. The manufacturers in these projects were able to work within a
collaborative desigihuild modality in which housing units have to be customized to meet
a variey of project specifications, needs and constraints. These manufacturers
collaborated with developers to develop progmtcific processes in areas such as unit
design, production scheduling, change orders, quality control and installation of the
finishedhousing units.
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Manufactured housing products can be both attractive and durable

The case studies show that manufactured housing products can be quite attractive and
architecturally appealing. Further, the Haley Ranch rental development shovire that t
units are durable, hold up well under rental use conditaom maintain their visual

appeal after nearly twenty years of use. The operational experience is that the units are
not more costly to operate than comparaigiebuilt rental units.

Unfamiliarity and lack of basic development knowledge is retarding increased use of
manufactured housing by the affordable housing sector

Most of the developers surveyed for this guide had not used manufactured housing and
were unfamiliar with its developmentqzess. Developers expressed concerns about the
quality of manufactured housing and whether the promised cost savings would actually
materialize. In a few casqs;or problematic development experiences led to

unfavorable evaluations of manufactured$ing. Targeted informational outreach and
training activities may be necessary to fill this information gap and encourage affordable
housing developers to consider undertaking manufactured housing projects.

Get thefirst project right: developertraining and technicalassistance

The survey of developers suggests that a negative first development experience may sour
a developer regarding future use of manufactured housing. Further, a negative
impression of manufactured housing may spread through aostagional affordable

housing network as other developers learn of the problem project. Accordingly,
manufactured housing advocates should strive to provide the informational resources,
training and technical assistance that will increase the chanaesiotessful first project

and avoid development problems that arise from developer inexperience.

Watsonville Ca.developed byid-PeninsuléHousing




Section I: Introduction:

This Best Practices Guidebook was undertaken as part of the Corporation for Enterprise
Devel opmenim&s ilhnMawnatiacet ured Housing or
HOME program was established to advance
expanding economic opportunity for disad
this mission is to promote more wigesad use of manufactured housing to provide
affordable homeownership and asset accumulation for millions of dodvmoderate

income householdsho are locked out of homeownership.

Growing Market Rate DevelopmenRecent advances in quality, versagiiand
architectural appeal of manufactured housing now promise to combine the traditional cost
savings offered by factory production into a housing product comparadite-built
housingin both quality and cost. These advances have opened the depatwig the
use of manufactured housing beyond its two traditional primary applications:
manufactured home communities (dkaobilehome park® and individual homeowner
purchases. Increasinglyrofit-motivated developers are taking advantage of these
features to use manufactured housing in large and small market rate subdivisions,
planned communities and infill projects. Townhome, attachedstary as well as
traditional detached or&tory single family models now feature significant exterior
archite¢ural enhancements, higjuality interior finishes and upscale amenities.
California also permits duplex and other multifamily manufactured housing.

Yet within the affordable
housing sector, which
develops primarily for lower
and moderate income
housellds using an array off
subsidized financing
programs, the use of
manufactured housing
outside of mobilehome
parks or manufactude
housing communities has
been very limited in
comparison with the private
sector. Much of this is due
to an overall lack of
familiarity with
manufactured housing
development combined with negative images of manufactured hobsitingof which
haveinhibited its more widespread use outside of mobilehome park preservation.

Westport Village, Visalia
Developed by: Visalia Affordable Homes

Even if inclined to consider the model, many afforddiaasing developers are not sure
how to go about developing ownership, infill, rental or special needs projects using
manufactured housing. Typically, they are not fully acquainted with the specific
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elements of the manufactured housing development aeces as procurement,
transport, custom unit design, installation and quality control processes. All too often,
affordable housing developers have heard much about problems with manufactured
housing but know very little about the growing number of sigfaeand attractive
affordable manufactured housing developments.

Purpose of Best Practices GuidecCCRH was commi ssi oned by t he¢
program to try to fill some of these knowledge gaps and address some of the concerns
about manufactured housing withthe affordable housing community in California. To

do this, CCRH developed this best practices guide that is based on the experience of the
affordable housing community with manufactured housing. Building on research of
actual applications of manufactd housing for affordable ownership, rental and special
needs housing, this guide seeks to fill the following information gaps:

x Assess the extentof manufagwl housingdés use for subsi
housing

x  Appraise the quality and versatility of mdactured housing
x Document cost savings and development efficiencies

x  ldentify factors that contribute to or prevent successfebf the model

x ldentify situations and conditions most amenable to the use of manufactured
housing

Westport Village, Visalia
Developed by: Visalia Affordable Home

The ultimate goabf this guide is to encourage more consideration of the manufactured
housing model by the larger affordable housing community for homeownership, rental
and other applications. By identifying the strengths and weaknesses of manufactured
housing, the appations it is best suited faand the factors that contribute to its
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successful use in subsidized housing applications, this guide seeks to encourage more
utilization of this housing type by the affordable housing community.

In doing so, it shoulddbemphasized that the purpose of this guide is not to argue that
manufactured housing is inherently superior or always preferabigetouilt housing.

The intenfrather, is to fill some of the information and experience voids that currently
inhibit useand prevent consideration of manufactured hoyswen in situations where

it may, in fact, be the best overall housing choice.

Overview of Guidebook: This guidebook will begin with a discussion of methodology.

Next background information on the fi@tion, manufacture, regulation, distribution and
development of manufactured housing will be overviewed so that the reader may better
understand the developer survey, case studies and overall findings. From there, the guide
will present information otthe use of manufactured housing for subsidized affordable
applications in California and the results of the CCRH developer survey. Following that,
the case studies will then be presented to evaluate the performance of manufactured
housing in representadvaffordable housing applications and development strategies.

The guidebook will then conclude with a summaryitwést practicasdevelopment

methods and recommendations.

| Westport Village, Visalia
Developed by: Visalia Affordable Home




Section II: Methodology

CCRH began this study with interviews of stratedycatlected affordable housing
developers and housing program administrators to help scope out manufactured housing
development issues and usage within California. These interviews yielded potential case
studies and also informed the next phase of thearel procesi a developer survey
regarding experience with manufactured housing.

In the surveydevelopers were queried about their use of manufactured housing and their
perceptions of it. Developers who had not completed a manufactured housieg proje

were questioned about the reasons they had not developed with it and their perceptions of
the advantageand disadvantages of manufactured housing. For developers who
completed projects, CCRH inquired about the types of projects they developed, their
experience with the development process, overall satisfaction with the manufactured
housing and what they perceived as its strengths and weaknesses.

Through the strategic interviews and developer survey, CCRH identified key issues
pertaining to the sucssful employment of manufactured housing for affordable
applications, formed criteria to select case study prgojantscompiled a case study short
list of prospective ownership and rental manufactured housing developments. CCRH
then conducted site visifor developments on the short list and interviewed staff
regarding their experience with manufactured housing.

Based on the first round of project interviews and site visits, CCRH then selected the six
case studies that are presented in this guideseTltievelopments were selected because
they were representative of common affordable housing applications, offered important
lessons for effective utilization of manufactured housing, readily demonstrated important
advantages of manufactured housewgd slowed the kinds of conditions and situations
where manufactured housing can be particularly effective. These six developments were
studied in depth with the aim of distilling the factors that contributed to their success,
identifying the challenges theyded and documenting cost savings and other

development efficiencies that were achieved through the use of manufactured housing.

= Pueblo Orchard, 14 unit affordable infill rental
Napa, CA. Developed by James Jones Developme -
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Section lll: Types and Descriptions ofactory Built Housing

Manufactured Housing Defined: Although manufacturetousing is a distinct type of
factory built housing, it is often mislabeled, confused with or lumped together with
several other forms of factory constructed housing. Often the terms trailer, mobile home,
modular home and prefab are used interchangeatiythe term manufactured home.

Much of this stems from a lack of experience and corresponding unfamiliarity with the
manufactured and factory built housing industry and the state and federal policies
regulating construction and engineering of differ@mirfs of this type of housing.

Factory Built Housing: As a starting point, factory built housinigually is a generic

term for a housing producharacterized by construction of most or all of a housing unit

at an industrial facilityln California and dew other states, the term refers to a specific
type of factoryconstructed housing that complies with state building codes. Under these
codes, factory constructiaan entail thgroduction é a fully completed housing unit,
sections of a unit or compoms in the form of modules, panels or materials. Once
completed at the factory, the housing unit is then shipped to a prepared site where it will
then be installed or assembled upon its foundafioypically, at leassomecomponents

of the housgsuch a a garage, porch, or rowfll be addedr huilt at the site.

Unless factory built housing is granted either federal or state preemptions from local
building codessuch housing is subject to local standards, inspections and approvals.
Absent policieghat provide parity witlsite-built housing, local jurisdictions are free to
develop specialized regulations targeting factory built housing that can severely limit
where and how it can be placed. Also, without state protections, private codes, covenants
and restrictions may also contain provisions that significantly limit or prohibit the use of
factory built housing.

Mobilehomes: Mobilehome is a somewhat generic term that refers to factory built
residential housing units completed prior to the esthent of federal standards
effective in 1976. Before 1976, mobilehomes were manufactured to whatever building
standard$ if anyi that were established by state and/or local jurisdictions.
Mobilehomes grew out of an evolution within the travel traneustry in which
recreational trailers were adapted and upgraded fortkrng residential use. Although
mobilehomes were designed for letagm residential usehey typicallywerenot

recognized as real property by state and local governments arallitrgt@ted as trailers

or vehicles. Parallel lending standards evolved that relegated financing to the higher
interest and unfavorable consumer terms of chattel or personal property lending. As a
result, mobilehome owners were forced to obtain expem@sidesometime predatory
financing and had few protections as consumers.

A major consequence was that mobilehomes became stigmatized and stereotyped. The
very termfimobilehome often conjures up images of very large travel trailers or long,
rectangular, fit-roofed structures with aluminum siding and little visual appeal. Because
of its low cost and perceivédalthough not always warrantédack of quality,

mobilehomes gained a reputation as inferior and undesirable housing. This negative

12




perception wa reinforcedyy concentrationsf manufactured housing residential
communities ofipark® 1 even though most units are outside these communities.

Manufactured Homes: Manufactured homes, which are the focus of this guide, are
residential units builtn a factory to standards established by the Manufactured Housing
Construction and Safety Standards Act of 1974. Commonly known ékltHe Code,

this lav authorized the U.S. Department of Housing and Urban Development (HUD) to
establish and enforce a fal building code for factory built residential units that
previouslyhadbeen known as mobilehomes. Under this law, the term

fimobilehome becamesynonymousvith imanufactured housing.Now manufactured
housing had to meet strict engineering, energgiehcy, structurgland safety standards
established by HUD. It slud be emphasized that the HUDd& does not establish
standards for architectural appeal and nonstructural quality such as interior closet doors,
plumbing fixtures, floor coverirgandthe like. Most of the HUD Code standards are
performance standards and are not prescriptive or spasbiglding codesare

Once completed, manufactured homes must pass a factory inspection and have a red
HUD inspection seal placed in the unit thatifies the unit meets HUZode standards.

The HUD Code also preemmsnostall local building codes and thus allows

manufacturers to build homes that carrstalledin any state or jurisdiction in the

United State. Unfortunately, absent state prdtens such as those in California, the

HUD Code does not prevent either private deed restrictions or local land use and zoning
policies that preclude or severely restrict the use of manufactured holisiegdiUD

Code does not regulate certain items sugdir@ sprinklersor ignition resistant exteriors;

these can be regulated by local governments unless states develop preemptive standards.

Manufactured homes are built in the factory on a nonremovable steel chassis. Wheels are
installed on the chassisathallow the unit to be towed to the site. All the major elements

of the home such as exterior and interior walls, electrical wiring, HVAC, roofs, floors,
plumbing, cabinetry, doors and windows are constructed or installed into a complete
home. Dependingn the size and number of stories, the homes may be constructed into
one or more completed sections and then joined together when the house is installed on
its site. The HUD Code, since 2008, also includes installation standards and minimum
procedures wikh allow for more stringent state standards and procedures.

Modular Homes:Modular homes are constructed at a factory in multiple three
dimensional boxes or moduldn.California and a few other statespdular homesre

cal | ed-bfufi d ¢t dNoyossall of theexterior and interior components of the
modules are completed at the factory. Once the modules are completed, they must be
inspected by an authorized thipdrty inspector and certified to be in compliance with

the appropriate state andlocal building standards. These components are then
transported to the intended site of use and joined together upon a foundation.

In California, modular homes must be constructed to Geaktornia BuildingStandards
Code (CBBC) standards thatreincorporated into Title 25, Chapter 3 of the California
Codes of Regulations Homes built to these standards are inspected by third party,

13




certified inspectors at the factory. If the unit meets state standards, an insignia will be
issued and placed onetlunit. Under Section 19981 of the California Health and Safety
Code, housing unitsbeagn t hi s i ns i g rdctarybauriel tc ohnosm edseor eadn d
deemed to havmetall local ordinances and regulations pertaining to housing
construction. Factorpuilt homes are exempt from local building standards and they
cannot be treated differently by local jurisdictions than other residential units of similar
size. They do however have to meet the szoméng stadards that apply tsite-built

homes in terms detbacks, minimum ldizes garagesetc., and must meet the local

j ur i s dfoucdatiororeqdirements which are inspected by a local inspector.

Panelized Homes:Panelized house production consists of factory construction of all of

the wall orfipanéo sections of a home at a factory instead of building them onsite. The
degree of completion of the panels and their size is flexible. Panels are large wall
sections that are partially or fully completed. Typically they include windows, doors,
wiring, and outside sheathing. However, panel sections can be producedkesytwith

all components, exterior siding and interior drywall and finishes completed. Once the
panels are inspected at the factory, they are trucked to the site and assemblecheUsing t
panels as the structural foundation of the house, additional finishes and components such
as the roof are added onsileke modular or factornbuilt housing, panelized homes

must meet applicable state or local building codes.

Pre-Cut Homes:Precut omes are essentially kit homes. All of the building materials

such as lumber, are assembled at the factory and cut to specifications. Once completed,
they are assembled into a O0kitlheyared shi ppe
subject to the sammuilding code requirements as panelized homes.

: e, < S
5.7 -

Marketrate infill developed by WinslovEdwards, Inc.,
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Section IV: Production and Development of Manufactured Housing

Manufactured Housing Production: Manufactured housing is constructed in factories

certified by HUD as capable pfoducng homes that meet HUDo@e standards. This
requires demonstrating that a factory quality assurance program is in place and an
approved set of plans, called structural approvaithe home models the manufacturer
wishes to construct have been completétese structural approvals also serve the same
function as the local government plan check forkitdt housing. Finally, the
manufacturer must contract with a Htdpproved thirgparty entity to inspect and certify
completed units.

Factories thaproduce manufactured
housing range in size from 30,000 to
250,000 square feet and employ from 100
to 450 workers. Large factories can easily
turn out 30 to 50 standard to large homes a
week with smaller factories produced 10

to 15 homes weekly.

Houses a built as fully completed

sections, known as floors. The home is
generally made up of one to four floors.
Each section or floor is constructed on a
steel undercarriage or frame to provide
structuraland transportation support
Construction occurs on asselynlines that are organized around the construction of
major components and systems of the units. L-aogée industrial tools and machinery
enable factories to work with large, edenensional unit components such as roofs,

walls and floorsat onetime. Tolerances are quite tight and construction accordingly must
be quite precise to keep the assembly line moving. This is in contsate: bailt

construction where house components such as floors or walls must be broken down into
components small enough be manhandled and installed largely by human labor and
hand tools.

Manufactured Housing Procurement: A manufactured housing project begins when a
developer sets out to procure a unit. ldeally, the procurement process is informed by a
clear project cocept for a site that has been determined suitable for manufactured
housing. Presumahlgome type of feasibility analysis has been conducted that not only
has assessed financial feasibility but also evaluated different housing types such as
manufacturedsite-built or modular. This process should have yielded specifications in
terms of affordability levels for prospective buyers, house sizes, basic design, desired
amenities and architectural standards. Armed with a clear project goal and requirements
for the housing units, the develogbenis in a position to begin the procurement

process. The manufactured housing industry has two main procurement systems.

15




Dealer or Retail ProcurementMost manufactured homes are sold on a retail basis
through localand regional independent retail dealers. Dealers purchaseer

manufactured homes from factories and then sell them to individual consumers.
Typically, dealers also provide transport of the units and installation services as part of
the sale. Ofteneahlers arrange for chattel or property financing at rates and terms much
less favorable to borrowers than home mortgages. Increasingly though, consumers and
lenders, are treating manufactured homes as real property are installed on

permanent fourationsand financing purchases through traditional real estate mortgages.

If a developer procures units through a ded@ssentiallywill be making a retail

purchase. Depending on the number of units, the developer might be able to negotiate
some véume discount adealergeceive financial incentives from factories for their sales
volume. But whatever the ultimate price, it will include a dealer roarkr profit. The
developemlsowill have to select from the models available through the deater a
whatever upgrades or options the factory offers.

For very small unit projects, purchasing from a reputable dealer offers some definite
advantages. The dealer can often provide astoye purchase by providing the unit,
transport from the factory andstallation services. For larger project, the majpkor
dealer profit may negate the cost advantage of using manufactured h&lsing. the
sale is through a dealer, and there are construction defects, both the dealer and
manufacturer are jointly sponsible for remediation under California law.

Factory Direct ProcurementThe other distribution system is a direct sale by the
manufacturer to the developer. Increasingly manufacturers are investing in this market
sector by creating model lines speaddily designed for developer projects, dedicating
sales and support staff and increasing marketing to developers. The developer and
manufacturer will have to negotiate the following areas:

Final specifications of units

Purchase price of units and deliyelates
Payment terms and invoicing systems
Shipping and installation

Additional quality control measures

X X X X X

Dealer Licenseln California, factory direct purchasing requires that the developer obtain
a manufactured housing dealer license from the Caldddeipartment of Housing and
Community Development Department (HCDjless the sale is to a general contractor

with 5 or more homes sold each year, the homes are for a specific subdivision and are
delivered directly to the site for installation on a pernmaf@undation Government

entities such as a redevelopment agency or housing authority are not required to have a
dealeslicense for factory direct purchases.

Purchase and Specificationsactory direct purchases are negotiated between the
developer ad the manufacturer in terms of price, specifications and delivery date.
Developers either purchase unmodified manufactured models or require some

16




customization of the units to meet project needs. If units are customized, it will usually
require collabmation between the developer and manufacturer to arrive at a redesign.
Whether the purchase is for customized units or a standard model line, it is imperative
that specifications for dimensions, components, standards, systems, materials, finishes
and ameities are spelled out in great detail using terminology that both the developer
and manufacturer understand and agree upon.

Shipping and InstallationDealers, rather thandtories typically contract with a
transporter to ship the units to the siéepart of the sales price. The developer, however,
must arrange their own site preparation, foundation and installation seraltesugh

the factory may be able to recommend contractors who are experienced with their
products.

PaymentsFactory procuement systems customarily work through invoicing for delivery
of a specified number of units that meet certain specifications by a specific date with
complete payment made at the end of the production run. This is very differersitiEom
built constructon contracts that provided for a series of phased payments or draws that
correspond to construction progress. Construction contracts include a substantial
retention for each draw to protect the developer and construction lender from general
contractor noperformance and ensure that the project is completely finished before the
general contractor receivés entire payment.

Factory invoicing, by contrast requires the developer make a substantial payment in order
to commence production with the balance tlube paid when the units are completed

and ready for shipping. It should be noted, however, that as manufacturers work with
more market and affordable housing developers, they are becoming more flexible
regarding invoice, payment and even retention $amorder to accommodate developer

and project needs.

Quality Control: Especially on customized projects, the developer may negotiate

additional quality control measures besides those of the factories. These may include
measures such as building atptgpe unit before commencing a production run,

developer inspections during productiand inspection of units prior to shipping.

Enhanced quality control can be both worth its weight in gold and also add to production
costs. As arule of thumb,theme cust omi zation deviates fr
and entails structural changése more likely enhanced quality control will be cost

effective.

Shipping: Typically the shipping is included as part of the purchase price whether
procurement islone through a retail dealer or directly from a factory. Once a
manufactured unit is completed, a specialized transport company will transport the unit,
using the wheels attached to steel undercarriage, to a pretarddhanks to HUD Code
standards, marfactured homes are engineered to be structurally very durable and are
able to handle the strain of being transported several hundred miles to their ultimate
destination.

17




Installation: Installation entails transporting manufactured housing sections to a
prepared site, successfully installing the sections onto a prepared site and completing
additional onsite enhancements or addgimnthe unit(s). Successful installation requires
the following conditions to be present:

x Suitable site has been selected
x Site has been prepared for a manufactured housing installation
x An appropriate foundation has been laid to receive the unit

Evaluating Site Suitability: In many wayssite assessmefdr manufactured housirig

no different than it is fosite-built housirg. Standard activities such as reviewing zoning
requirements, availability of utilities, soils testing, evaluating drainage issues and
environmental assessments differ little. There are however a few areas with crucially
different assessment issues wheimg manufactured housing:

x  Soil conditions
x  Unit transport access: road system fregrgfediments
x Obstacles to the movement of house sections onto the property and foundation

Soil Conditions: The soil must be suitable for the type of foundation systebet

employed and meet weighearing requirements. Manufactured homes are more heavily
constructed thasite-built, with weights of 20% to 30% higher than comparaite built
homes.

ShippingAccessThe site must be accessible by a road system saiitabthe transort

of long (forty-footto sixtyf o ot ) r i g iflabrsssthatcampriseths house. Tlis

means the route must be assessed for obstacles such as bridges, sharp curves, tunnels,
trees and other physical impediments that could obgnartsport of thesections Since

the manufactured housing industry has developed technologies and methods of

navigating many of these types of obstacles the transport assessment should be conducted
by someone with experience with manufactured housingpah

Lot Size and Dimensionshe lot must have sufficient size to maneuver the
manufactured unitds floors or sections ont
foundation. A rough rule of thumb is that required space equals the house footprint plus
sufficient staging area to temporarily park and maneuver the manufactured sections onto

the foundation. If the area coverage of the foundation/unit footprint takes up most of the

sites space, there must be sufficientfé space available. Potential-site space

could include adjacent unobstructed public or private property or public streets. Whether
on-siteor off-site space is used, the dimensions needed for staging and maneuvering of
sections and equipment during installation should be careftiypkshed and checked.

Site AccessibilityThe site must be examined to identify existing or potential physical
obstacles that would prevent the installation of a manufactured home. These types of
obstacles are usually readily observable and typicaléted to terrain, vegetation,

structure or other physical objects on or adjacent to the site. Some obvious ones are trees
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on or overhanging the site, tree stumps, telephone poles, street lamps, large boulders and
existing structures. Any obstaclattcan impede installation must be removed or
otherwise mitigated.

Site Preparation: Prior to the arrival of the manufactured unit, the site must be prepared.
The site will need to be gradand leveled with any soil remediation necessary to

support tle weight of the manufactured unit completed. Plumbing and utility-npsk

must correspond exactly to the location of their corresponding-hpskn the units.

Unlike site-built houss, it is very difficult to make adjustments of receptor and hopk
locations as these componeatseadywill have been constructed and integrated into the
unit. Finally all structural, physical, terrain or vegetation impediments to movement of
the unit onto the site must be removed or mitigated.

Foundations: The final pece in preparation of the site is ttenstruction and

installment of a foundatioflhe foundation consists of all the components and systems
that support and anchoring a home to the grotihdre arevarioustypes of

manufactured housing foundations. geading on the type installed, foundations are
composed of systems of piers, jacks, strapsjdiens and footings. Foundations may
also include a weigHbearing concrete perimeter wall. Whatever the type of foundation
used, it is imperative that the fitith the manufactured home is exact. Precision in the
preparation of the foundation is essential in order to avoid utility and plumbing hook up
problems or damage to structural elements and components of the unit such as walls,
floors, doors and windowd-or this reason, the installation contractor frequently also
installs the foundation.

Generally, the manufactured unit will need to be placed on a foundation that will
permanently attach it to the land in order for it to be treated as real propedy.aS
foundation must provide loaggrm, durable support and stability for the manufactured
unit and protect it from adverse weather

and wind conditions, seismic activity
and water intrusion. This generally
requires that the foundation be built to
meetFHA guidelinesand technical
specifications thaare published in the
Permanent Foundations Guide for
Manufactured Housing (PFGMH) S
Compliance with these guidelines and s
standards must be certified by a
licensed professional engineer, or
registered architectvho is licensear
registered in the state where the
manufactured home is located
Permanent foundations may also have
to meet other standards established by lenders and/or state regulations
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Installations: Once the site and foundation are ready nla@ufactured home can be
installed. Installations are letone by an experienced installatmmpany with

specialized crews and equipment. The method used depends on the type of foundation
used and the size of the overall proj&¢brk on manufacturedomes in California must

be done by a |icensed4i@Bocoanhtmatbor or | i

Drive-On Method:For individual or small projects with certain types of foundations,
house sections are maneuvered onto the foundation by backing or pullingvéiem
They are then lowered by hydraulic jacks onto the foundation.

Roll-on Method: When foundations
prevent sections from being backed or
pulled onto the foundation specialized
equipment is used. The section is
maneuvered lengthwise alongside the
foundation and special equipment is used
that essentially rolls the sections onto the
foundation.

Crane Method: In this
method, an industrial crane
simply picks the unit up and
lowers it onto the foundation.
They must be used for two
story installéions. Crane
installations are expensive b
are much faster than either
the driveon or rolton
methods. For large projects
where costs can be spread
across a number of units, thig
method can be quite cest
effective.

Completing the Installation:Oncethe sections loweredonto the foundatiorthe

installation contractor wilthenlevelthat section. & multi-section homeghe installer

will join the sections together to form a complete home. Leveling is critical to make sure

that weightisevenldi st ri buted and structural compon
sag or crack. Once the unit is leveled, the installer will anchor it to the ground to protect

the unit from crosswinds and shifting.
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The remaining work, known as finish wordqgnsistsf setting up and finishing the

remaining components. In this statiee roof will be set up, any exterior siding or

skirting work will be finished and the utilities will be hooked up. In the unit interior

carpets are joined, interior doors, drawersatdh er such Ol oosed iIitem
adjusted. Any transdr installationdamage is repaired and the unit and job site cleaned

up.

Other onsite work that may be completed at this stage is the attachment of garages,
porches and architectural emcaments. Structural attachments like garages must be free
standing and cannot be supported by the home even though they are attached to it.
Consequently, manufactured units will come with built iArie so that they home can
receive the structural atthment seamlessly and without architectural impairment of the
housebs appearance.

Final Approvals: Upon final completion of the installation, a careful inspection is

necessary. As noted previously, the factory and/or dealer are liable for any ¢awstruc
defects under the standard one year warranty. However this warranty does not apply to
damage caused by transportation or installation. Thus, any problems and their causes
should be identified at this time and correction arranged. In addition,diegemm state

laws, some type of government or thpdrty inspection will be required, similar to the

final inspection of sitduilt housing.
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Section V: Manufactured VersusSite-built Housing

Advantages of Manufactured Housing: The advantages offerdxy manufactured
housing are rooted directly in industrial production efficiencies. Factory production not
only reduces the direct cost of a manufactured housing unit but also creates other
economic gains in the form of time savings and a more efficiel@@went process.

The princi@al advantages of manufactured housing are in the following areas:

Production ostsavings

Industrial quality control standards

Small project can take advantage of mass production savings

Prevailing wage exemption from mosinstruction labor

Reduction of project disruptions due to weather, project reviews, material
bottlenecks

Redution of siterelated nuisances amtdpacts

Project time savings with reductions of time sensitive costs

x  More efficient, simpler and consolidatddvelopment process

X X X X X

X X

Production Cost SavingsFactory production allows for assembly line production of
standardized models, use of automated and precision machinery, bulk purchasing,
climate-controlled construction conditionsstablishment of a unifiedtable workforce

with dedicated skill sefgeind consistent quality control. Even when customization of
manufactured units is required to accommodate the needs of a development project, the
changes still amount to, at most, modest modifications of egistidel lines.

T ”'.—‘u- = 71‘__ —
\ e
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Factories themselves can be located at economically optimal locations in relation to
markets, suppliers and labor costs. Just by moving production into a factory sheltered
from the elements allows for yeesund production regardlessweéather conditions.

This centralization of production also dramatically reduces the theft and vandalism that
plaguesite-built developers. These industrial efficiencies are made possible by federal
preemption of local and state building codes that alloasufacturers to produce for a
national market without regard for local standards.

Industrial Quality Control Standards:Manufactured housing enhances quality control

in six ways. First, industrial production takes place indgmatecting materials ém

weather damage. Industrial production also translates into corresponding quality control
systems. Second, standardization of materials and components, combined with machine
production reduces the potential for human error. Thindsyemnt tdHUD requiements,

systems or components must be tested in accordance with the manufacturer's quality
assurance standards. Fourth, factories typically build in redundant quality control systems
employing both supervisorial and fully dedicated inspection staff to suaeeunits are

inspected as they move through different sections of the assembly line. Finally, before a

unit can leave thefactoryt must pass i nspection to rece

Access to mass production saving®ne of the principal agntages of manufactured
housing is that it allows even small development projects to benefit from assembly line
productions efficiencies and bulk purchase savings. Developing with manufactured
housing essentially means purchasing a standardized,prabsed housing product.

Prevailing Wage SavingsBecause the developer is essentially purchasing a hftese

it has been built, state and federal prevailing wage requirements do not apply to the bulk
of the construction labor used to complete a subsidimnufacturedhousing unit. This

is in contrast t@ite-built housing developments, which must pay prevailing wage from

the beginning to the end of the construction process. Depending on the local prevailing
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wage, manufactured housing can achieve antiai production cost savings o\ste-
built housing in this area.

Reduction of Project Disruption EventsThe manufactured housing development
process is less prone to disruptions from some of the common soustiesboflt project
delays. Conceration of construction in a factory with a regular workforce and
stockpiled materials means production is less vulnerable to contractor performance
failure, local labor shortages, adverse weather, and short building seasons.

Project Time Savings:Manufactured housing units can be produced in volume and
installed quickly. Once a manufactured unit receives its HUD certification, it can be
quickly transported to a site and placed upon a foundation within two days. Depending
on the type and extent of oresédditions, a manufactured home can transparteld

installed remaining finish worlcompletedandthe homebe ready for occupancy within

30 days. This quick installation reduces the time required to complete the project along
with expenses associated mhe land carrying costspnstruction loan interest,

insurance, site security, staff project management costs, taxes and other carrying costs.
HUD Code preemption of local building codes facilitates this industrial efficiency by
reducing the level of kmal jurisdictional design review.

Development Efficienciesttilization of manufactured housing can be more efficient

than comparablsite-built housingin several ways. First, HUD Code preemption of local
building standards eliminates time consuming plaecks and design reviews. In some
casesbuilding permits can be secured in a few days as opposed to the weeks and months
that are often required ferte-built homes. Second, because the bulk of the construction
work is done at the factory instead bétsite, the overall development process is

simplified and less vulnerable to disruption. The reduction, alone, of the number of
contractors that are required to complete a manufactured housing development reduces
the level of coordination and project nagement work. Events that consume much
project management staff time, such as material shortages, problems with building
inspectors, construction draws and prevailing wage monitoring are dramatically
diminished. The net effect is to reduce the amoustadf time devoted to project
management and simultaneously expand the number of development projects that a
developer can undertake.

Reduction of SiteRelated Nuisances and Construction ImpacBroduction of the

housing unit off site and the shorstallation time translates into substantial reduction of
common construction site impacts. Customary construction site disturbances, such as
traffic, dust, trash and noise are significantly reduced. Exposure of construction materials
and house componentsweather is largely removed. Annoyances to the neighborhood
such as noise, dust and construction traffic ateseduced by a shorter development

time with less onsite work. Site security issues such as theft, vandalism and pilferage are
also lessened fdhe same reasons.

Comparison with Site-built Housing: The advantages of manufactured housing contrast
sharply withsite-built development starting with the design of the hoSite-built homes
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must conform to locabuilding codesand are subject teview and approval by local
jurisdictionsi adding to cost and time. Once approvals acarsel, sitebuilt homes
mustthen be built in a linear, sequential, closely interrelated and phased construction
process.

This process requires the assembly agiat toordination of numerous independent
contractors some of whom maigaveother jobs in process or pending. Phased
construction work performed by different contractors and work crews on multiple sites
that are sometimes spread out over a large tfdahd presents an ongoing quality
control and project management challenge.

Consequently, site construction is an inherently vulnerable process that cabeasily
disruptedby the failure of contractors and suppliers to perform. Weather conditions
congitute another wildcard that can easily disrupt a construction schedule. Once a
disruption occurs, it can easily cascade through the construction scheduling creating
delays and increasing project costs. These effects can be especially amplified when
materal prices are increasing and construction contractors are in high demand.

Bulk purchasing of materials provides both cost savings for manufactured housing and, at
the same time, provides somtection from cosfluctuations. By contrast, except for

very large projects and builders, it is very hard for small to midsize developers to capture
these kinds of bulk purchasing savings that manufactured housing factories readily
achieve. Further, fluctuations in material prices can and do play havoc with a
development budget if the project becomes delayed.

Advantages ofSite-built Housing: Site-built housing can also offer advantages over
manufactured housing. These advantages are primarily:

Widespread acceptancesife-built housing

Superior financing\ailable for home buyers

Easier to customize design to meet site/project requirements

Unit modifications still possible during construction

More forgiving of construction and design errors

Construction feasible on sites with transport and equipment deaesss
Variations in local construction costs and project scale may reduce or nullify
manufactured housing production cost advantage

X X X X X X X

Familiarity: Site-built housing is a familiar and trusted form of housing without the
negative stereotypes and concehre are attached to manufactured housing. This
familiarity on the part of lenders, investors, elected officials, planning staff, developers
and the general public is a distinct advantage in many critical aspects of the housing
development process.

Homebuyer Financing: Although manufactured homes are increasingly recognized by
the home lending industry as real propevtyen installed on a permanent foundatiamd
thus treated asquivalent in risk and quality to comparabit-built housing, buyers sti
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face barriers. Many lenders will either not provide mortgage loans for a manufactured
house or will impose less favorable terms than a compasaeleuilt home. Much

lending on manufactured homess piers or similar installations through persomna
property loans that have high interest rates and much less consumer protection.

Customized Designfor very small scale development, which requires a high degree of
customization of the unit design to accommodate site conditiorsteononstruction

more readily accommbat es t hes e kadneoHlakindbliomesni que or A
To be sure, manufactured housing can be customized to accommodate project design and
guality needs. And manufacturers are becoming more adept at incorporating design

changes intdhe production process for developer sales. However a modification of a
manufacturerds model does increase the cos
from the base model design may be infeasible within HUD Code engineering standards.

Flexibili ty and Construction ForgivenessConstruction of aite-built unit is much more
forgiving in terms of exactness and has a wider margin of error than manufactured
housing. Becausdte-built housing is constructed in stages from the ground up, it is often
possible to make corrections and modifications of units while they are in construction
without major cost or expenses. By contrast, manufactured housing units are fully
completed at the factory rather than onsite. Once delivered to the site, it cap be ver
difficult and expensive to fix substantial design or manufacturing flaws.

Site Accessibility:Because the home is constructedsdr with various components and
materials shipped in piecemesite-built houses can be built on virtually any location

that is accessible by piakp truck. Conversely, manufactured housing requires road

access to a site that can accommodate long, rigid house sections. The site itself must also
have sufficient unencumbered space in which the house sections can be mdnanteere

the site. It should be noted that the manufactured housing industry has developed
transport technologies and methods to circumvent or overomang ofthese types of

obstacles. Nevertheless, site access obstacles constrain the employment of nmadufact
housing much more thasite-built homes.

Production Cost Variationsin terms of construction, the lower cost production

advantage of manufactured housing may be reduced or even nullified based on local
construction costs, degree of unit customizatiequired, project sizand unique
manufactured housing development costs. As noted previously, increased customization
of a manufactured housing unit can result in increases in the production cost depending
on the nature of the modification. In aredsere the cost of key construction inputs such

as labor, contractors, services and materials are low; the cost advantage of comparable
manufactured units may diminish or be eliminated altogether. Finally, very large
developers or development projects a#so achieve bulk purchasing savings comparable

to the manufactured housing industry.
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Section VI: Affordable Manufactured Housing in California

Growing Manufactured Housing Use:Manufactured housing is growing in California,

not only in numbers, but inses. Manufactured housing use has expanded to
subdivisions, planned unit developments, condominiums, multifamily housing, and infill
projects in addition to its traditional role in manufactured home communities (formerly
mobile-home parks) and individulbuse purchases. Since 2001, almost 60,000
manufactured housing units have been shipped or produced for Califohneiahird

highest in the country. There are currently over 275,000 manufactured homes built after
1980 within the state according to tGalifornia Department of Housing and Community
Development (HCD). This is in addition to another 260,000 units of manufactured and
mobile-home units identified by HCD that were constructed before 1980. The combined
total is well over one half million (53496) manufactured and mobheme units.
Approximately two thirds of these units, or 365,382, are found in the 4,707 manufactured
home communities and mobitkeme parks regulated by HCD.

Given this widespread and growing use of manufactured housiagid@e range of

housing applications, CCRH sought to quantify the number of manufactured units that
have been financed for and/or are restricted to affordable housing appli¢ations
households with incomes 120% or below of area median income. Untetynehile

some limited data on manufactured housing use was available, CCRH found that most
funding programs do not track this information and/ or maintain easily retrievable
records, summaries or databases on the type of hdusiigg manufactured, matr,

site-built T being assisted. Consequently CCRH was only able to gather fragmentary and
incomplete data on the number of units financially assisted. Table | summarizes the
results:

Table 1: California Affordable Manufactured Housing
Ownership, Retal Development and Rental Units

Units and Projects Funded by Agency*

Rental Rental
Housing Agency Financial Assistance Ownership Projects Units
California Housing Finance Agency 345 0 0
Cal. Dept of Housing & Community Development 1,579 1 52
US Deprtment of Agriculture 83 3 167
Ca. Tax Credit Allocation Committee 0 2 148
Totals: 2,007 6 367
*Funding by agency instead of program to avoid duplication of units due to overlapping funding
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Affordable Housing Developer Manufactured Housing Use:To assess use of
manufactured housing by the affordable housing sector, CCRH surveyed twenty four
affordable housing developers. The survey focused on the extent and type of
manufactured housing usage and sought to identify factors which encouraged and
inhibited its use. The developers were nonprofit profit housing development corporations
or public housing authorities. All of the development entities surveyed operated in urban,
rural and agricultural areas. These development organizations weftedghd,

affordable housing developers who had completed numerous types of ownership and
rental projects.

Manufactured HousingUse:CCRHG6s survey of affordabl e h
suggests that progress towards using manufactured housing outside of meadifactu

home community applications is mixed. Just under half (11) of the developers had
completed sixteen projects involving some type of manufactured housing development.

Half of the development activities were mobieme park projects. But six of the

proects were singkkamily or multifamily manufactured housing developments that

normally would have been sitmiilt. There were also two developers who operated
homeowner rehabilitation programs in which individual substandard housing units were
replacedw t h manuf actured homes. I n two cases
projects were done well over a decade ago. Three developers reported problems with the
costs and quality of their manufactured housing projects and were, to varying degrees,
reludant to develop with it again because of that experience. Table 2 summarizes this

data.

MH Development Experience Number of Developers
No MH Development 13
MH Development 11
Totals 24
Types of MH Development Projects/Programs
Mobile Home Park (MHP) Preservation 8

New MHP Ownership Development

Single Family Ownership Developments

Multifamily Rental Developments

Rehab Program Individual MH Replacement Housing

WININ|A|F-

MH Projects in Process

Factors Promoting Use of Manufactured Housing:Whether the developers had

actually experience with manufactured housing or not, CCRH queried them as to what
they believed were the positive déyment features of manufactured housing. The

most frequently cited factors were a previous positive experience with developing
manufactured housing, a more efficient and quicker development process, cost savings
over comparable sHbuilt housing, the reessity of preserving aisk mobilehome parks

and suitability of manufactured housing for rural development conditions. Developers
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with no manufactured housing experience identified only a few features that attracted
them to the model. Table 3 summzas these results.

MH No MH
Factor Promoting MH Development Development Total
Positive Experience with MH Development 7 0 7
Cost Savigs ovelSite-built Housing 4 1 5
MH Suited for Rural Developmenbr@litions 4 1 5
More Efficient, Faster & Easier Developmeradess 4 1 5
Necessity of Preserving of-Risk MHPs 3 1 5
Totals 22 4 27

Factors Inhibiting U se of Manufactured Housing Similarly, CCRH asked developers
what they thought were the negative features of manufactured housing, again regardless
of actual experience with manufactured housing. The most common factors inhibiting
manufactured housing use were unfamiliarity vititttoncerns about unit quality, doubts
about whether the promised cost savings would materialize, concerns about the difficulty
of the development process, and negative experiences with manufactured housing on the
part of the developer or community thegnked. Table 4 summarizes these responses.

Table 4: Factors Inhibiting Use of Manufactured Housing

Survey of Nonprofit Developers and Public Housing Authorities

MH No MH

Inhibiting Factors Development Development Total
Unfamiliar with Manufactured Husing (MH) 3 8 11
Concerns about Product @lity 5 5 10
Concerns MH Wl not Deliver Cost 8vings 3 5 8
Difficult or Complex @velopmentProcess 4 2 6
Negative Kperience with MH 4 2 6
Totals 19 22 41

The Knowledge Void:Unfamiliarity with manufatured housing and its development
process coupled with uncertainty about whether it will actual deliver its promised benefits
are major obstacles to more widespread use of the model by the affordable housing
sector. This unfamiliarity is not that affotdla housing developers do not understand the
basic theoretical or conceptual advantages offered by industrial mass production,
exemptions from local building codes, or a quick installation process. The problem,
rather, is that developers lack informatiartwo key areas. First, they lack concrete
evidence and actual examples of affordable manufactured housing projects where the
advantages are realized. Secondly, many affordable housing developers do not
understand the basic elements and process ofapenglmanufactured housing beyond a
very general conceptual level. When these two factors are combined, it become very
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easy and understandable for affordabl e hou
aindt br oke, don6tfanfiliarnandiseeningly safer hartboes pfsit®i t h i n

built housing.

NegativeDevelopmenExperience:Negative experience with manufactured housing can
discourage use of manufactured housing in three ways. The most obvious is a negative
experience with manufaated housing that discourages a developer from using it again.
However, the negative experience can have a secondary impact as other developers who
have yet to try manufactured housing learn about the problem project and become
discouraged from attemptirgmanufactured housing project. A third problem reported

by one developer who uses and endorses manufactured housing occurs when a
community has been subjected to low quality and substandard manufactured housing.
The experience can imprint an associabbmanufactured housing with undesirable

housing and discourage its future use.

Negative Experience of First Projedthree developers reported problems with their first
manufactured housing projects. These were a mblbihee park preservation projeat,

single family subdivision and a multifamily rental development. In one case, the
developer will not consider another manufactured housing project again. The other two
were less adamant but expressed reluctance to undertake another manufactured housing
project.

Projects with Mixed Succedstterestingly in all three negative experiences, the

developers reported the projects were completed without any substantial financial loss to
the developer. The projects were reported to have more or less bvekefinancially.

Further, they all expressed that the projects were, in terms of meeting the housing needs
of the populations being served, performing satisfactorily.

In the case of the multifamily rental development, management staff reported that the
units had proved durable and that operating costs were fairly comparable to their site
built rental housing. For both the singémily and multifamily projects, the primary
difficulties were that manufactured housing did not deliver any substantiaasosys,
many aspects of the development process were difficult, and the units experienced
troublesome defects that were not fully resolved by the manufacturers.

Developer Inexperienc@he common thread for the singlamily and multifamily rental
projects were inexperience with manufactured housing. This inexperience contributed to
breakdowns in unit design and specifications, procurement, quality control and
installation. Both of these developers believe that the factory in one case and the retail
dealer in the other, both failed to perform in these areas. They attribute this, combined
with their inexperience, as the sources of the problems that emerged. The other
developer with the mobiltbome park preservation project was not pleased with the

overdl quality of the units. Further, its attempt to transition residents into ownership was
not successful and the organization ended up operating the development as a rental
project.
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Blame Goes to the Modélhese negative experiences point to an impohallenge to
increased use of manufactured housing: the tendency to blame the manufactured housing
model when development problems occur. This happened in these two cases when
obvious, and correctible, mistakes and breakdowns in the various aspéets of t
development process were the actual cause of the problems.

While this tendency to blame the model as inherently flawed or difficult to develop with
when problems occur is understandable, it also casts into sharp relief the challenge
manufactured housg faces in gaining acceptance within the affordable housing sector.
Numerous developers have experienced problems with their firgtsitdnousing

project. Yet they seldom tend to blame itelt housing as inherently problematic or
flawed and abarah the model. Instead, they are much more likely to attribute the
problems to a combination of inexperience and the resultant breakdowns in the
development process. The tendency is to learn from the mistakes and give bodtsite
housing model anotheryt

This willingness to forgive sitbuilt housing stems from it being the conventional and

most widely utilized housing type. By contrast, many affordable housing developers

regard manufactured housing as the new and unproven kid on the block that must

compete with familiar and provensibeui | 't housihagtouse They donodt
manufactured housi ng an d-builtfhousing tofabbackon t wo
Consequently, manufactured housing may get only one chance to prove itself with a
develogr and may be held to an unfair standard for a first project.

Get the First Project RightThis finding, when combined with the knowledge void,

points to the need for the manufactured housing industry and its advocates to make more
informational and tri@aing resources available to the affordable housing sector. Further,
making some measure of technical assistance and consulting services available to
developers who are undertaking their first projects may do much to ensure success and
also ensure that thveider regional and state affordable housing networks know about that
success. The Corporation for Enterprise
project planning grants combined with a mix of free and very low cost consulting
assistance serves as adebfor this type of assistance that technical assistance providers,
local governments and state and federal housing agencies might want to emulate.
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Section VII: Urban Case Studies

Meeting Demanding Design Standards and Financial Constraints:
Haley Ranch, Brotherton Square and Las Serenas

Historically, the core strength of manufactured housing is rooted in assembly line
efficiencies and mass production runs of standardized factory models. But there also is
an emerging and promising track recorcgdépting manufactured housing to meet
demanding financial constraints, customized design standards, special housing needs and
unique community applications. This flexibility is particularly important if the model is

to be more widely employed by affordatiiousing developers who typically confront

these kinds of constraints in most, if not all, of their developments.

The three case studies that folloWaley Ranch a 66ome singleamily subdivision

style rental development, the-B®me Brotherton Sque planned unit development and a
twelve-unit senior infill rental project demonstrate precisely how the manufactured

model can thrive in situations with demanding design standards, multiple project goals,
tight financial constraints, unforgiving developnt timelines and the need for a

customized housing product. These developments show that not only can a high quality
customized manufactured housing product be produced to meet such circumstances, but it
can also achieve significant costs savings onessiilt alternatives.

Challenges of Revitalization:Haley Ranch demonstrates how the efficiencies offered by
manufactured housing can enable communities to balance the sometimes competing
needs of redevelopment to both accommodate economic revitalizsad provide high
quality replacement housing to maintain displaced populations within the targeted area.
At the core of this classic revitalization dilemma is the need to redevelop economically
underutilized properties, such as old trailer parksrdeiofor communities to keep pace
with the demands for retail and commercial facilities resulting from economic expansion
and a growing and more upscale population. At the same time, these underutilized and
blighted properties often perform an essentiatfion by providing lowcost housing for
low-wage sectors of the local workforce, seniors, disabled persons, farmworkers and
other lowincome households.

Las Serenas and Brotherton Square, like Haley Ranch, exemplifies the capability of
manufactured haing to perform in an urban redevelopment setting within the
constraints of a limited budget and high design standards. What sets Brotherton Square
apart from Haley Ranch and Las Serenas was the ownership challenge. First, as an
ownership development, Blarton Square had to attract modefat®me buyers who

had some degree of choice. This meant that manufactured housing produced within
subsidized cost constraints still had to be attractive enough, and sufficient in quality, to
compete with other lowerost sitebuilt housing on the market that was available and
affordable to moderatmcome buyers.

Smart Growth: Second, jurisdictions within the st
Growt ho principles s uc hhoasimgbalanceadindilo mpact haqd
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development. With the shift away from sprawl and-ldewnsity singlefamily tract

homes also comes a greater emphasis on multistory and higher density housing.
Historically, manufactured housing has been driven by its potential to proloder

cost substitute for traditional detached sinigleily homes on conventional lots.

Brotherton Square and Las Serenas addresses whether the manufactured housing industry
can produce customized and competitive housing products that can fit into tiberson

of small urban infill Smart Growth developments and the fiscal constraints imposed by
affordability and subsidy restrictions.

Low-Income Asset Buildingand Preservation These case studies have much to say
regarding the contributions manufactutexlising can make to asset building and
preservation. At their core, revitalization and redevelopment initiatives essentially are
about the building of new community assets and the conservation of existing ones. Itis
this rationale that ultimately undest redevelopment and revitalization activities such as
new retail facilities, upgrading public infrastructure, historical preservation,
environmental protection, and housing rehabilitation.

Within this context, diversity increasingly is being recognized social asset essential

to successful redevelopment and revitalization. Indeed, it has become axiomatic within
community development circles that economically and environmentaltgssthining,
vibrant communities require a diverse social populatiorthis view, lowefincome
populations are considered an asset to the community. Typically, they constitute a large
segment of the local workforce and retail base. Their talents, ambitions, cultures, skills
and civic involvement are an important soun€social capital that contributes much to

the vitality of local economic, political, social and cultural systems and sectors.
Diversity, however, requires affordable housing and opportunities for economic
advancement are available to attract new, @imegxisting lowefincome households in

the community.

Affordable ownership housing provides one of the most direct routes to such asset
building. To be successful, such housing must be both affordable and appealing. In
terms of affordability, the pte must be within the economic reach of the leineome
segments of the population who are otherwise ready for homeownership. Just as
important, the quality and appeal of such housing must constitute a real asset with the
potential of appreciation. Likieir higher income counterparts, most lowerome

buyers will not purchase a property solely for shelter. The property must offer the
potential for appreciation and economic gain.

Contributions of Manufactured Housin@he challenge is to producecsuhousing

within the tight fiscal, time and design constraints that characterize many redevelopment
and revitalization initiatives. Affordable ownership typically requires significant public
subsidy in the higher cost housing markets that predomin&aliiorniai even within a
market downturn. Moreover, in many revitalization and redevelopment situations the
development of such housing is connected to other activities such as conversions of old
housing to new uses or construction of retail facilitrest tvill depend on the housing as

part of their customer base. In these cases, the production of affordable housing must
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occur on a tight schedule in order to not impede or adversely impact other interconnected
projects. As all three of these case stadiill show, the time and cost savings that
manufactured housing offers over onsite construction is ideally suited to the exigencies of
these kinds of development challenges

Asset Preservatiorfor those not able or ready for ownership, affordabl&atémusing
must be made available for two purposes. One is to protect especially vulnerable
populations, such as the elderly and disabled, who are not likely to become homeowners,
from outright displacement and the resultant loss of their meager aSketsther

purpose affordable rental housing serves is to stabilize {mgeme households in the
community and allow them to undertake activities such as education, job training and
savings that will eventually lead to economic improvement and eventuarship. To
achieve this in revitalization and redevelopment settings requires the production of
attractive and high quality housing with very limited public funding. Such housing,
again, often faces an additional burden of tight development time |limes replacement
housing must be developed for those facing imminent displacement.

LA HOUSING
SERVI(,ES CORPORATION

Computer lab symbides the resident services provided by Miehinsula Housing at
their multifamily manufactured housing rental development, Villas del Pdraiso
Watsonville, Ca.

Collaborative Manufacturer Developer Model: In accomplishing their respective

project goals, Haley Ranch, Brotherton Square and Las Serenas Ranch point to a new and
emerging business model for affordable housing developers and the manufactured

housing industry. On the developer side, these case studies reveal that successful use of
the manufactured model requires that they clearly convey project goals and needs to the
manufacturer. Developers must actively participate with factory staff in designing a

model that fulfills those requirements. To do this, developers must understand how the
manufactured industry operates and whatcapabilities and limitations apé
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production technologies. Armed with this knowledge, affordable housing developers
then can identify and establish collaborative business relationships with manufacturers
who are willing to embrace the challenges and rewards of project development.

The caresponding challenge for manufacturers is to break with the established retail
model of producing solely prestablished floor plans, models and options to be sold
through a dealer network to individual buyefss Haley RanchBrotherton Squarand

Las Srenashow, however, manufacturers who wish to participate in the housing
development markétwhether subsidized or nehave to shift over to a more

collaborative desigiuild modality. Heremanufacturers will have to produce housing
unitsthat havebeen designed to meet a variety of project specifications, needs and
constraints. This in, turn, will require manufacturers to play a proactive role by
understanding the larger context of project goals and work with developers to design the
housing producthat fits the requirements of the project.

This inevitablywill require manufacturers to collaborate with developers, installation
companies, local government and fingugcagencies to develop projesyecific

processes in new areas such as desigduption schedules, change orders, payment
procedures, quality control, and integrated delivery and installation of the finished
housing unit. The rewards, however, for individual manufacturers willing to embrace
project development are a lucrative secoradket for their products in addition to the
retail dealer market. Steve Truslow, Developer Sales Director of Silvercrest describes
these benefits:

ASi |l vercrest has found that working wit
invaluable to the company. It hagpanded the market for our products and is

important for the bottom line of our company. Silvercrest has become a
developeifriendly manufacturer with the onboard expertise and production

capability to work collaboratively with nonprofit housing deveopto
successfully employ affordabl e housing.
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Haley Ranch: Demanding Architectural Standards and Fiscal Constraints

Location: Poway, San Diego County Development Type:Rental
Developer:Poway Redevelopment Affordability: Very Low-Income

Agency & Poway Land, Inc. Number of MH Units: 65 Units
Manufacturer: Fleetwood Hmes of Dwelling Types: Detached single
California family

Completed: 1992 Applications: Replacemenhousing,
Funding Sources: Redevelopment redevelopment, architecturally appealing
grants & loans, conventional bank loan design standards

Development Lessons

X

X

Cost savings of 30% or $18,000 per unit oversitdt homes

Manufactured housing efficiencies nathitectural standards, fiscal constraints and
timelinethat tralitional site-built housing was unable to meet

Asset preservation of vulnerable displaced population
Factory direct purchase for large scale development

Identification of qualified manufacturer willing to work with a development project
instead of rethproduction run

Manufactured housing expertise on development team to translate between
manufactured ansite-built housing worlds

Integrated development, manufacturer, installatiesign and planninggam

Negotiations with manufacturer for custondaenit design, materials upgrades,
production and delivery adjustments to accommodate project needs

Factory production planning to
accommodate development
schedule

Use of prototype unit before
final design and production run

Thorough inspections of us at
factory before deliverand
installation

Cranebased installation method
to capture cost and developme
time efficiencies

Maximize manufactured and site construction efficiencies through a complementary
development process
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Background: Haley Rarch was developed as replacement housing for the aging and
blighted Haleyds Trailer Ranch that was
in a prime city
redevelopment area that wa
far more appropriate for
retail and commercial
development andr@ady
bounded by newer, single
family subdivisionsin 1989 ETOS e
the park and other adjacent b o
acreage had been assemblg : g
by a developer, Poway
Land, Inc., who planned to
build a modern retalil
shopping center and office
space.

B g = D ek

Haley Trailer Ranch circa 1946

Homes and Assets at Risk: ||~
Although badly deteriorated,
the park constituted an affordable housing oasis in an upscale and growing community
with very little other affordable housing available. Residents of the park mainly were
very low-income and longerm residents of Poway who gengralwned their own units.
Most would have preferred keeping the park as it was and continuing to live in their
aging homes. However, with or without redevelopment, the property was economically
underutilized in this high income

and growing community.

Sooner or | ater,
Ranch would have been converted
to a higher economic use. When
that happened, the residents would
not only be displaced but their
meager assets placed at risk. The
old manufactured homes had little
if any economic valuadith their
very low-incomes, it was unlikely
that park residents would be able
to purchase housing elsewhere,
even if it were subsidized. And
along with their assets, the
residentsd ties to the communi tyresojureed s,
would be irretrievably lost once they were displaced.

To its credit, the City of Poway took a strong stance regarding displacement of the
residents of the trailer park. The City Council essentially required that a replacement
community be builnear the site of the old park. Residents from the park would be
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relocated into new and attractive affordable sisfghaily units that would blend in with
surrounding singkdamily subdivisions and complement the retail development slated for
the old #e. The residents were technically home owners. But their old and, often,
dilapidated, homes had very little economic value. Given the vernricemes and

limited assets of the residents, a homeownership project was ruled out, and the
replacement housinwas developed as rentals.

Development Planmplementation of this ambitious plan called for Poway Land, Inc., to
first build the replacement housing communiitiialey Ranch Estatesaccording to a
schedule and specifications established by the @itgrivatepublic development team
comprised of Poway Land, RDA staff and consultants would manage the development of
a lowdensity affordable rental project of 65 detached dwellings. These units would be
developed on adjacent property owned by Poway Lahds keeping the residents in the
same neighborhood. Upon completion, ownership of the property would be transferred to
the City of Poway Redevel opment Agency.
Manager, headed up the project team and servéduk awerall project manager.

Tk

; ‘ Haley Ranch

Selection of Manufactured Housing ModelThe primary challenge facing the project
was the identification of a housing product or model that could meet the exacting
requirements of the project. Standard high demsititifamily rental apartments, which
might have been the best financial fit, could not meet the sfagiédy design criteria
without sacrificing its economic advantages. At the same time, traditionalusite
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singlefamily detached dwellings, whiatould meet the design requirements, were

simply too costly to build within the tight financial parameters and timelines presented by
the project. Also political realities sugg
housi ngo devel opethte bland in architeauvaldly yith the admaent
neighborhood.Consequently, community acceptance of this development plan was
critically important to city staff.

These constraints go to the heart of the advantages offered by manufactured housing over
site-built housing. The high cost of sibmiilt housing made it difficult to achieve the

kinds of cost savings needed by the project without compromising the relatively high
design standards set by the City. This problem was further compounded by the very
limited cash flow that would be generated by the project due to its low density and rent
structure. During the first four
years, rents would be kept at verj
low levels that were comparable
to the old space rents in order to
mitigate the economic impact of
relocation on the residents.

Finally, the amount of time

required to develop singlamily

units along with its more

complex development process

could easily conflict with the

need to quickly produce units in

order to relocate families from

the existig park and allow the

commercial development to

proceed. Here the concern was a

series of chahreaction delays due to the sequential and-Bewsitive nature of the site
built construction process. Timetables for 4itelt housing easily can be throwff by
the availability and performance of subcontractors, materials delays and weather.

For all of these reasons, the project team turned to manufactured housing. It would allow
them to take advantage of assembly line production and scale economagstiials
purchasing to turn out a completed housing unit at a far lower cost than a comparable
site-built product. These completed manufactured units could provide much more
certainty on timing, since they could be quickly installed and be ready fopauocy

much quicker than sitbuilt homes.

Selecting the Right Manufacturer. Finding a manufacturer who would work with the
customizeedesign requirements and tight timelines of the project was the next challenge.
The project team compiled a short idtmanufacturers with a reputation for high quality
products and the capability to handle an intensive production schedules. After several
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