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Freddie Mac Duty to Serve Underserved Markets Plan Manufactured Housing - MH1 

Manufactured Housing 
 

 

Disclaimer: Implementation of the activities and objectives in Freddie Mac’s Duty to Serve Underserved Markets 
Plan may be subject to change based on factors including FHFA review for compliance with the Charter Act, 
specific FHFA approval requirements and safety and soundness standards, and market or economic conditions, 
as applicable. 

Strategic Priorities Statement 

Manufactured housing is an important source of affordable housing for millions of families nationwide. Freddie 
Mac has consistently provided financing for manufactured homes titled as real property and is a leading provider 
of financing for manufactured home communities (MHCs). We will continue our strong support for these markets, 
and improve upon that support. We will do so through thoughtful leadership, leveraging our experience, building 
new partnerships, and addressing important challenges highlighted in our outreach—titling, consumer and tenant 
protection, servicing and loss mitigation, access to specialized financing, appraisals, lender reluctance to enter 
the market, and a general need for more robust information. 

Freddie Mac will encourage greater liquidity by increasing loan purchases, providing standardization, increasing 
consumer education, and broadening investor understanding of the market. While we have products in place to 
purchase loans on manufactured homes titled as real property, this market needs enhanced product offerings, 
additional homebuyer education specific to manufactured housing titled as real property, and technical training for 
lenders to increase financing of manufactured homes titled as real property. Additionally, we plan to address the 
challenges facing the chattel (also known as personal property) market by conducting thorough data gathering 
and analysis prior to initiating a chattel pilot. We also intend to address standardization and consumer protections 
in the chattel market. 

To provide liquidity to the specific subset of the MHC market identified in the Duty to Serve regulation, we must 
develop a broader understanding of the current state and growth potential of the market for MHCs owned by a 
governmental entity, non-profit organization or residents, as well as manufactured housing communities with 
certain pad-lease protections. Today there is a general lack of sufficient data about these communities, which 
limits our ability to scale offerings and loan purchases and attract additional capital. As we promote a broader 
understanding of this segment of the market, we also intend to pilot offerings with the potential to help it to grow 
and seek to purchase loans under these offerings.  
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Freddie Mac’s strategy is intended to respond to the public input we received regarding manufactured housing 
market needs, while enabling us to make informed decisions about an appropriate level of loan purchases within 
the bounds of safety and soundness. We intend to be sensitive at all times to concerns that our activities in this 
defined subset of the market do not lead to market distortion.  

Over the next three years, Freddie Mac intends to expand our 
support for the manufactured housing market in the following ways: 
1. Support Manufactured Housing titled as real property: 

a. Increase future homebuyer access to education and resources. 

b. Increase technical assistance and information sharing to market participants.  

c. Provide new product flexibilities to facilitate the origination of mortgages secured by 
manufactured homes. 

d. Increase purchases of loans secured by manufactured homes titled as real property. 

2. Support Manufactured Housing titled as personal property: 

a. Promote a greater understanding of the market through research to develop a chattel pilot. 

b. Begin purchasing chattel loans. 

c. Develop homebuyer education in support of chattel financing. 

3. Support the Resident Owned Community (ROC) market: 

a. Promote a greater understanding of the market through published research. 

b. Develop a pilot offering to serve the financing needs of ROCs. 

c. Purchase loans on ROCs. 

4. Explore opportunities for Duty to Serve qualifying tenant protections:  

a. Conduct a 50-state survey of tenant protections. 

b. Develop pilot offering for borrowers that implement the Duty to Serve tenant protections.  
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Market Context 

Overview 

Freddie Mac recognizes that manufactured housing is a critical source of affordable housing, especially in non-
metropolitan areas. According to Prosperity Now (formerly Corporation for Enterprise Development (CFED)), 12 
percent of low-income households live in manufactured housing.2 Manufactured homeowners typically have lower 
median incomes and overall household net worth than owners of site-built homes.3 Manufactured housing is 
prevalent in rural areas, especially in southern and western states.4 Currently, more than 90 percent of 
manufactured homes are located in suburban and rural areas.5 In rural areas, 43 percent of such homes are 
located in MHCs and 57 percent are located on privately-owned land.6 In 2010, more than 17 million Americans 
lived in 6.9 million manufactured homes.7 

Manufactured homes are a unique form of housing in that they may be titled as either personal property or real 
property. A borrower’s titling choice can have significant ramifications for taxation, financing, consumer 
protections, and remedies in case of default. 

Reporting on manufactured housing in the U.S., the Consumer Financial Protection Bureau (CFPB) stated that 
chattel financing will typically cost a homeowner more over the long term through higher interest rates and shorter 
loan terms while providing fewer consumer protections.8 Despite this, the majority of new manufactured home 
purchasers elect to title them as personal property and rely on chattel financing. According to the Census Bureau, 
new manufactured housing titled as chattel increased from 67 percent in 2009 to 80 percent in 2015.9 

Through our research and public outreach, Freddie Mac understands that this disparity is explained by 

 homeowner concerns about encumbering land that is owned outright; 

 a lack of awareness of available mortgage (that is, real property) financing; and 

 the need for quicker settlement processes and lower upfront closing costs. 

Many market participants are actively working and investing in the manufactured housing market to educate 
homebuyers about appraisals and borrowing options as well as advancements in manufactured housing 
construction. Nonetheless, data from the Home Mortgage Disclosure Act (HMDA) shows that only five lenders 
provided more than 50 percent of the financing for manufactured homes titled as real property and personal 
property in 2014 and 2015. 

As noted above, close to half of all manufactured homes are located in MHCs. Accordingly, financing these MHCs 
is also an important part of serving this market. Datacomp/JLT, the authoritative data source for the MHC market, 
tracks 37,897 MHCs serving people of all ages.10 Many of these MHCs may not be in suitable condition to finance 
in a safe and sound manner for a number of reasons, including their physical condition, concentration of homes 
built prior to 1976 Housing and Urban Development manufactured home construction safety standards, 
sponsorship, and safety issues. In addition, a portion of these MHCs may be too small for the GSEs to finance 
cost-effectively. 

Based on available data from approximately 16,000 MHCs, the average community is around 43 years old. In the 
1960s, 3,808 MHCs were constructed. The 1970s saw a surge, with 5,535 MHCs constructed, roughly 80 percent 
of which were not restricted to certain age groups. Construction declined in the 1980s, with 2,942 MHCs 
constructed. The decline continued as the first decade of the 2000s (2000-2010) saw only 478 MHCs built, the 
lowest on record since the 1940s. Since 2010, only 43 communities have been constructed. 

The limited creation of new MHCs is generally attributed to local zoning restrictions as well as a general 
preference for other land uses. As a result, it is more common to see expansion within existing MHCs rather than 
newly established MHCs. 



Freddie Mac Duty to Serve Underserved Markets Plan Manufactured Housing - MH4 

Geographically, MHCs are heavily concentrated in several states. A quarter of the MHCs are in Florida and 
California, while 18 percent are in Michigan, Texas and Arizona. In all, 61 percent of all MHCs are in 10 states.11 

Current Freddie Mac Support for Manufactured Housing and MHCs 

Freddie Mac is committed to purchasing mortgages secured by manufactured homes in support of expanding 
homeownership opportunities. Our requirements for purchase and refinance transactions are designed to help 
qualified borrowers buy and stay in homes they can afford. 

Despite market fluctuations, we remain a purchaser and securitizer of loans for manufactured homes titled as real 
property. Our manufactured housing program finances loans to very low-, low- and moderate-income borrowers at 
a higher rate than our overall business. 

We currently purchase a variety of manufactured housing residential loans, including fixed-rate mortgages, 7/1 
and 10/1 adjustable rate mortgages (ARMs) and our low down payment Home Possible® mortgages. 

In July 2014, Freddie Mac’s Multifamily Business launched our MHC program, purchasing our first MHC loan in 
October of that year. Since starting this program, we have become one of the top sources of funds for MHCs. In 
total, we have provided $2.8 billion in financing, making housing available for more than 68,000 families living in 
more than 272 MHCs across 34 states, with a sizable portion of our purchases in non-metro and rural areas. 

In addition to our existing offerings and efforts to support the manufactured housing market, we formed the 
Manufactured Housing Industry Task Force (MHIT) in 2016 and invited industry participants and experts to work 
with us. The MHIT includes lenders (originators of homes titled as both real property and personal property), 
housing counseling agencies, representatives of manufactured housing trade organizations, housing finance 
agencies, builders of manufactured housing, a non-profit that supports development of resident-owned 
communities, and a manufactured housing community owner. Since its inception, MHIT has been an invaluable 
resource and we will continue leveraging the combined knowledge and expertise of the group to better 
understand the market and develop solutions to the challenges identified below. 

Freddie Mac recently partnered with Next Step®, a Louisville, Kentucky-based non-profit housing intermediary, to 
implement a consumer education curriculum for buyers of manufactured homes. Our Next Step partnership also 
includes participation in the SmartMH® Task Force, which is made up of lenders, retailers, housing finance 
agencies, trade association and non-profit housing counseling agencies that will provide market intelligence and 
data to inform loan-product needs and suggested variations to grow the market. 

Challenges and Needs 

In Freddie Mac’s public outreach and in the comments we received on our proposed Plan, we repeatedly heard 
concerns from a wide range of market participants about the limited number of active lenders providing loans to 
manufactured housing buyers. These market participants encouraged us to expand the secondary market by 
providing greater liquidity and standardization and to address consumer protections. From our outreach, including 
through FHFA’s public listening sessions and more recently the public comments on our Plan, we have gained a 
deeper understanding of the current challenges facing this market and the unique needs that must be met in order 
to serve it successfully. 

1. Limited supply of manufactured homes 

The production of manufactured housing has significantly declined since its peak in the 1990s. Although it is 
beginning to rebound, the low volume of new manufactured housing continues to limit market growth. In addition 
to the low volume of new units, there is also a limited number of units available for resale due to financing issues 
on older units, title constraints and declining values on chattel-financed homes.  
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2. Specialization and limited size of the Duty to Serve-identified MHC market 

The Duty to Serve regulation provides credit for activities that serve a small subset of the MHCs market. Two 
categories of MHCs are eligible for credit: 

Communities owned by a non-profit a government instrumentality, or by the majority of its residents 

Communities that have a combination of specific tenant protections 

Datacomp/JLT does not currently track the ownership structures of MHCs and there are no other definitive data 
sources. Based on our outreach, we understand that there are likely no more than 1,000 resident-owned 
communities, and only a few non-profits and instrumentalities that operate MHCs. Of these, not all are suitable for 
financing due to their condition and/or size, with a portion containing fewer than 25 homes and some with fewer 
than five. 

Moreover, our outreach and research efforts have not revealed any states that require all of the tenant protections 
identified in the regulation, nor have surveys of leases among communities for which we have purchased loans 
revealed any communities that currently include the full complement of tenant protections. Assuming that 
approximately 1,000 MHCs are eligible for Duty to Serve credit, that equals roughly 2.5 percent of the MHC 
market. 

Communities in this segment of the market generally require specialized financing, particularly ROCs. This 
specialization, combined with the very small market size, makes it difficult to attract private capital at scale. 

3. Limited number of manufactured housing lenders 

Due at least in part to relaxed underwriting credit standards and less stringent requirements for supporting loan 
documentation, the manufactured housing industry experienced a crisis in the late 1990s. The poor quality of the 
originated loans led to a large number of distressed loans with high rates of delinquencies, defaults and, 
eventually, repossessions. This led to a collapse in the secondary market for manufactured housing real property 
loans. Even today, many lenders are reluctant to provide manufactured housing mortgage financing and the 
secondary market remains constrained. 

4. Appraisals of manufactured housing 

Appraising manufactured housing as real property is a challenge due to the limited amount of comparable data in 
the Multiple Listing Service used by real estate professionals, the variety of secondary market and lender 
requirements concerning the comparable property’s distance from the subject property, and the timeframe 
between sales of comparable properties. In addition, appraisal guidelines currently do not account for energy-
efficiency improvements, which can lead to undervaluation of the home and overestimation of the borrower’s cost 
burden. These challenges can impede a borrower’s ability to obtain a mortgage loan, which in turn creates an 
incentive for borrowers to rely on chattel financing. 

There are additional challenges when appraising manufactured housing titled as chattel. Although there are no 
consistent standards, and while lenders may set their own appraisal standards, manufactured housing titled as 
chattel is typically appraised according to the National Automotive Dealer Association guidelines. These 
guidelines allow for numerous adjustments, which result in a broad variance of values. The guidelines also do not 
take location into consideration during valuation, which can lead to higher depreciation rates in comparison to 
manufactured housing titled as real property. 

According to a Consumers Union study, the appreciation rate of manufactured housing financed through 
mortgage loans is in line with the appreciation rate of site-built housing.12 In contrast, according to the Virginia 
Center for Housing Research, chattel-financed manufactured housing may actually depreciate in value.13
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5. Titling manufactured housing as real property 

Titling manufactured housing as real property can be challenging for lenders because laws concerning 
manufactured housing vary by state. State ordinances also vary on converting title from personal property to real 
property, which may act as a disincentive for borrowers to complete such conversions. 

6. Lack of mortgage financing products 

During our public outreach into manufactured housing finance, participants frequently indicated that the market 
needed new secondary market offerings, enhancements to existing offerings, flexible underwriting, more 
purchase volume, pricing adjustments, low closing costs and shorter processing times. 

7. Lack of defined standards, borrower education, and data for analysis 

Many market participants expressed the need for research, technical assistance and best practices for appraising 
and titling homes, along with loan-product assessment and testing to evaluate potential enhancements to 
underwriting guidelines. In addition, we frequently heard of the need for additional outreach by the GSEs to 
educate borrowers about both manufactured housing generally and mortgage financing availability. 

In addition, the market lacks comprehensive data on chattel financing. The available HMDA information shows 
that, due at least in part to the limited secondary market for manufactured housing loans, more than 70 percent of 
chattel loans are held in lenders’ portfolios, compared to only 16 percent of mortgages on site-built homes.14 
Analysis of the HMDA data is limited as it does not require institutions to distinguish chattel financing versus 
financing of homes titled as real property. 

8. Lack of private mortgage insurance 

The manufactured housing market currently suffers from limited offerings from private mortgage insurers 
providing comprehensive mortgage insurance coverage on manufactured homes, which affects the ability of the 
GSEs to purchase mortgages with loan-to-value ratios of more than 80 percent. This impedes lenders’ ability to 
provide conventional financing. Because very low-, low-, and moderate-income households frequently lack the 
financial resources for significant down payments, limited availability of mortgage insurance reduces the 
availability of affordable low down payment mortgages. 
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Activities and Objectives 

Activity 1 – Support for Manufactured Homes Titled as Real 
Property: Regulatory Activity 

Freddie Mac’s strategic approach to increasing liquidity and expanding the distribution of capital in the 
manufactured housing market includes three objectives targeted to manufactured housing titled as real property. 
During the Plan Term, Freddie Mac intends to pursue the following objectives: 

 Increase our purchases of single-family loans secured by manufactured homes titled as real property. 

 Design new product flexibilities to facilitate the origination of mortgages securing manufactured homes. 

 Increase future homebuyer access to education and resources. 

OBJECTIVE A: INCREASE SINGLE-FAMILY LOAN PURCHASES OF MANUFACTURED HOUSING 
TITLED AS REAL PROPERTY 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Purchase 1, 2 and 3 VLI, LI, MI Not applicable 

Freddie Mac plans to use a variety of tactics to increase our manufactured housing real property loan purchases, 
including enhancing our existing secondary market offerings, conducting a significant amount of outreach, 
providing investment and technical training, as well as adding new Seller/Servicers. We believe that an 
incremental and strategic approach will allow Freddie Mac to increase our share of manufactured housing loans 
to reflect more closely the overall market. 

Baseline 

The following table reflects Freddie Mac’s single-family loan purchases of manufactured housing from 2014 to 
2016. Our baseline for performance in this market is a three-year average of all Freddie Mac manufactured home 
loans purchased that meet the Duty to Serve income-qualifying definition of very low-, low- and moderate-income 
borrowers. All loan counts represented include purchase-money originations and refinances for owner-occupied 
properties.15 The overall loan count includes all manufactured housing loans without a limiter for qualifying 
borrower income segments. The income-qualifying loan count is limited to only purchases of loans to qualifying 
borrower income segments of very low-, low- and moderate income borrowers. It should be noted that the 
historical loan volume previously represented in Freddie Mac’s initial draft Plan did not distinguish the loan 
population by qualifying income, but instead included all conventional loans securing manufactured housing on 
owner-occupied properties. 
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Freddie Mac Single-Family Loan Purchase Volume – Manufactured Housing16 

Year 2014 2015 2016 

Overall Loan Count 4,346 4,710 4,682 

Income-Qualifying 
Loan Count 

(A three-year average of this 
loan count was used to 
establish the baseline) 

2,820 3,064 3,071 

Baseline 2,985 

Target 

Our single-family purchase targets over the Plan Term are set forth in the following table. Loan purchase volume 
in prior years reflects an increasing trend, and we anticipate that our purchase volume will continue to increase as 
we deploy a variety of tactics, including expanding our lender footprint, leveraging various purchase execution 
options (including selling for cash, bulk portfolio sales and flow purchases), conducting outreach, enhancing our 
product features and providing technical training that enables lenders to lend confidently to very low-, low-, and 
moderate-income homebuyers. 

Single-Family Loan Purchase Targets – Manufactured Housing 

Year 1 – 2018 Year 2 – 2019 Year 3 – 2020 

3,075 - 3,100 loans 3,200 – 3,350 loans 3,500 – 4,000 loans 

Projected volume for the first two years of the Plan takes into account that not all of the activities intended to 
promote growth will have been implemented. Freddie Mac’s forecast for 2018, relative to 2016, includes higher 
interest rates, higher consumer prices and a 25 percent17 decrease in single-family origination volume. A three-
year historical average as a benchmark will ensure that we realistically grow our share to gradually increase our 
loan purchases as we implement activities that will further increase market growth and purchase opportunities. 

Market Opportunity and Impact 

Assuming we are successful in increasing the amount of loan purchases securing manufactured housing titled as 
real property, we will increase liquidity by providing lenders with more than $300 million annually to make 
additional loans in two underserved markets: manufactured housing and rural areas. Because of the relatively 
small size of the market, any increase in origination volume for loans secured by manufactured housing titled as 
real property will be significant in terms of market impact and encourage lending and standardization in the 
market.  
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OBJECTIVE B: DESIGN NEW PRODUCT FLEXIBILITIES TO FACILITATE THE ORIGINATION OF 
MORTGAGES SECURING MANUFACTURED HOUSING TITLED AS REAL PROPERTY  

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Product 1, 2 and 3 VLI, LI, MI Not applicable 

During our public outreach and comments on our draft Plan, we identified three key areas of concern related to 
the origination of manufactured housing mortgages: 

1. A need for additional financing options and underwriting flexibility related to borrower qualification, 
including expansion of options for down payment assistance to further support the purchase of 
manufactured homes by very low-, low- and moderate-income households  

2. A market need for additional solutions related to the collateral, including appraisal guidance, property 
use restrictions, land-ownership designations, and product parameters to further support the expense of 
siting and installing the home  

3. A lack of information on comparable sales in the market  

4. A lack of information and understanding of the attributes of energy efficiency in manufactured housing 
and the long-term affordability advantages through utility savings  

In response, Freddie Mac intends to undertake a comprehensive review of our existing product offerings to 
determine how we can enhance our collateral underwriting parameters to better serve manufactured housing 
titled as real property. Freddie Mac has developed a strategy intended to address market challenges by 
increasing product flexibility, lender participation, and borrower assistance. 

Freddie Mac will undertake a comprehensive review of our existing underwriting parameters to better serve 
potential homebuyers and existing homeowners of manufactured housing titled as real property, while 
establishing a foundation for future product development. We intend to collaborate with industry participants, such 
as lenders, community development financial institutions, housing finance agencies and non-profits, to help inform 
the design of additional product features. Based on the reviews of our products and the needs of the market, we 
intend to make enhancements and underwriting changes consistent with prudent underwriting and safety and 
soundness. We will start by undertaking an assessment of our requirements related to 

 borrower qualifications,  

 collateral valuation,  

 down payment and closing costs, 

 renovation financing criteria, and 

 pricing.  

We anticipate that obtaining additional information on market needs and publishing what we learn about the 
efficacy of manufactured housing products and consumer behavior on financing can lead to additional innovations 
by Freddie Mac and other industry participants when developing lending products. 

We intend to provide further underwriting automation to promote lender confidence in making loans to very low-, 
low-, and moderate-income borrowers who are purchasing manufactured housing. We also plan to research ways 
to enhance current product requirements and methodologies to address the challenge of finding similar and 
recent comparable sales to support valuations.  
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Cumulatively, we expect that enhancements will have a significant impact on potential buyers of manufactured 
housing titled as real property by providing increased access to credit for very low-, low- and moderate-income 
borrowers through flexibility in underwriting parameters to lenders.  

We will leverage advisory councils to assist with product calibration and socialization of features we plan to bring 
to market.  

 The Manufactured Housing Initiative Task Force, which currently meets bi-annually, and is comprised of 
lenders, representatives from manufactured housing trade organizations, retailers, housing counseling 
agencies, housing finance agencies, builders of manufactured housing, a non-profit that supports the 
development of ROCs, a community owner and community development financial institutions 

 The Next Step SmartMH Task Force, which currently meets bi-annually and is comprised of lenders, 
retailers, a community owner, representatives from a manufactured housing trade organization, housing 
counseling agencies, housing finance agencies, builders of manufactured housing and community 
development financial institutions 

 Freddie Mac’s Affordable Housing Advisory Council, which currently meets quarterly andis comprised of 
lenders, affordable housing trade organizations, a mortgage insurer, housing counseling agencies, 
housing finance agencies, and community development financial institutions 

 Lender and servicing advisory boards, which currently meets quarterly, and consist primarily of 
Seller/Servicers. 

This objective is designed to address enhancements to our existing offerings, flexible underwriting, pricing 
adjustments, lower closing costs and shorter processing times. We expect that these improvements will result in 
increased purchase volume and additional liquidity to this market. Freddie Mac plans to follow a strategic and 
progressive schedule in conducting our review and addressing market challenges. Incremental enhancements of 
product offerings focusing on certain features and underwriting guidelines can be efficiently and effectively 
launched and adopted by the market. 

In addition, because a significant amount of manufactured housing is sited in rural areas, the challenges 
borrowers face in obtaining financing in rural areas overlaps with those related to the financing of manufactured 
homes. Accordingly, where possible, we intend to promote further lender standardization by making product 
changes that lenders, including housing finance agencies, can leverage broadly for both the rural and 
manufactured housing markets.  

Baseline  

Freddie Mac has fixed- and adjustable-rate mortgage options, including our affordable product, Home Possible, 
that offer low down payment and refinance solutions for very low-, low- and moderate-income borrowers. In 
addition, we have the HFA Advantage® product that provides additional flexibility and enhancements to our 
affordable product for housing finance agencies. As mission-oriented institutions offering a broad spectrum of 
support to the affordable housing market, the housing finance agencies are focused on regional challenges and 
provide local solutions, including down payment assistance and homebuyer education to very low-, low- and 
moderate-income homebuyers in their specific markets. However, current policy parameters within the HFA 
Advantage product do not support manufactured housing. Given the housing finance agencies’ community focus, 
Freddie Mac will consider changes to our HFA Advantage program to support manufactured housing. Even with 
these financing options, the market experiences many limitations related to pricing, borrower qualification and 
collateral requirements that inhibit growth. 
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Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

Limited product usage and product 
awareness 

 There are limited conventional product features 
and incentives available to support the 
financing of manufactured homes for very low-, 
low- and moderate-income borrowers. Access 
to credit is further limited by a lack of lending on 
small loan sizes and unique borrower profiles, 
including those with limited credit histories. To 
increase originations of manufactured housing 
titled as real property, lenders need solutions 
that address lending costs and product 
flexibilities that are more closely aligned with 
product requirements of site-built homes. 

 Freddie Mac’s product features in support of 
manufactured housing may not be obvious to 
market participants and difficult to distinguish 
from site-built requirements. 

 Conventional financing requirements supporting 
the construction costs of manufactured-home 
siting and installation are more onerous than 
the requirements for site-built homes. 
Borrowers may encounter less-favorable terms 
if lenders opt for portfolio products to finance 
homes. 

Historical perception of manufactured 
housing as a mobile home or “trailer” 

 Manufactured housing is plagued by the 
stereotype of the “trailer” or mobile home 
typically represented by manufactured homes 
built prior to the 1976 Housing and Urban 
Development manufactured home construction 
and safety standards (HUD code), even though 
the latest generation of homes have standard 
features and finishes similar to site-built homes 
and are seldom moved after installation. 

Appraisal and valuation impediments 

 Some of the barriers to obtaining conventional 
financing on a manufactured home titled as real 
estate include, but are not limited to, lack of 
guidance and underwriting flexibility on 
appropriate comparable sales, no recognition of 
energy efficiency improvements in the 
valuation, titling the home as real property, 
lending restrictions on unit size, land ownership 
and zoning that may exclude homes titled as 
real estate. 

Year 1 – 2018  

Freddie Mac will focus on increasing awareness 
of product features, research opportunities to 
improve collateral valuations, test new product 
features, leverage purchases to inform product 
design and conduct a product assessment to 
determine opportunities for new or updated 
product features to support the financing of 
manufactured homes. Freddie Mac will take 
these actions: 

1) Publish to the Selling Guide and Freddie Mac 
website an update of our current product 
features and highlight at least one new 
product feature in support of manufactured 
housing to make the requirements more 
obvious to the market and to clarify the 
availability of product features to 
Seller/Servicers to increase awareness in the 
market. 

2) Develop and implement a marketing 
campaign to promote quality energy efficient 
manufactured housing and de-emphasize the 
perception of manufactured housing as 
“trailers,” highlighting it as a viable source of 
sustainable and affordable homeownership. 

3) Evaluate and assess the barriers of existing 
manufactured housing policies focused on 
very low-, low- and moderate-income 
borrower qualifications to identify at least 
three policies that may need to be adjusted to 
support financing for existing homeowners 
and potential homebuyers of manufactured 
housing; outline an action plan to address 
product parameters that will have the greatest 
impact on the market. Assessment will include 
the following activities: 

a. Assessing policies related to down 
payment requirements and options for 
down payment assistance that can assist 
borrowers purchasing manufactured 
housing. To inform policy design, Freddie 
Mac will initiate at least one Test and Learn 
pilot with at least three lenders (national 
and regional) and at least one non-profit to 
assist borrowers with options for down 
payment assistance to increase the ability 
of very low-, low- and moderate-income 
homebuyers to purchase a manufactured 
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 Real estate appraisers attempting to value a 
manufactured home are challenged by a lack of 
data about manufactured-home sales. 
Transactions are not always listed in the 
Multiple Listing Service, and the difficulty is 
exacerbated when the home is in a rural market 
that has few overall home sales. 

 There is a lack of appraisers that are 
experienced in assessing value of 
manufactured homes also impacts access to 
credit because it limits financing options, which 
leads to higher lending costs. 

State titling variations add complexity 

 States do not have a standardized process for 
recording the title conversion from personal 
property to real property, which adds 
operational complexity for lenders. 

Limited down payment assistance and funds 
for closing 

 Underlying challenges exist related to 
availability of programs that provide down 
payment and closing cost assistance to support 
manufactured housing as an eligible property 
type. 

Product support for housing finance 
agencies (HFAs) 

 The housing finance agencies are mission-
focused to assist low- to moderate-income 
households but have limited product features to 
leverage for very low-, low- and moderate-
income homebuyers and existing homeowners 
of manufactured housing titled as real property. 

Lack of market data and information 

 The market lacks transparency and information 
on the efficacy of manufactured-housing 
products and loan performance. 

Limited renovation financing support 

 A significant number of existing manufactured 
homes in the market can benefit from 
renovation or replacement strategies. 

 Limited financing solutions are available to 
homeowners who are attempting to renovate a 
manufactured home; these issues may also 
inhibit homeowners who want to sell or 
refinance their homes. 

home. 

b. Conducting policy assessment of Freddie 
Mac’s renovation product offering to 
determine product changes necessary to 
support the renovation of existing 
manufactured homes, including energy-
efficiency retrofits. 

c. Researching available property databases 
or data sources to determine whether 
sufficient data is available to support 
automated valuations on manufactured 
housing titled as real property and to 
further inform solutions on aggregation of 
data.  

d. Conducting collateral policy assessment on 
manufactured-housing property 
characteristics to identify the policies that 
need to be adjusted in support of additional 
appraisal guidance and best practices, 
including valuation of energy efficient 
features, eligible manufactured housing 
collateral, titling the home as real property, 
property use restrictions and land 
ownership. Freddie Mac will work in 
partnership with at least one appraiser, 
lender and appraisal trade organization to 
develop a comprehensive curriculum for 
lenders on eligible manufactured housing 
collateral. This outreach activity will further 
inform additional collateral guidance that 
can be published to the Selling Guide. 

e. Purchasing more manufactured housing 
loans to obtain data on loan characteristics 
and performance to increase 
understanding of product flexibilities being 
provided by other lending institutions to 
further inform product enhancements. See 
also Objective A, Increase Single-Family 
Loan Purchases, for measurable purchase 
actions. 

f. Conducting quarterly outreach with market 
participants, such as lenders, housing 
finance agencies, appraisers, community 
development financial institutions, 
manufactured housing trade organizations 
and non-profits, via at least four industry 
events to understand the barriers to 
financing and related opportunities. 

g. Convening our Manufactured Housing 
Initiative Task Force and the Next Step 
SmartMH Task Force at least bi-annually 
and leveraging at least one meeting of the 
Affordable Housing Advisory Council to 
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discuss manufactured housing. 

4) Submit findings and an action plan to FHFA 
once assessments are completed and 
implement resulting policy changes in 2019 
and 2020. 

Year 2 - 2019 

Freddie Mac will begin to implement policy 
changes resulting from the assessment 
completed in 2018 in addition to building up our 
marketing efforts to educate stakeholders on 
new product features.  

1) Issue at least one change to the 
Seller/Servicers Guide to support 
manufactured housing financing for existing 
homeowners and potential homebuyers, 
based on results from the assessment of 
existing program policies conducted in 2018. 

2) Complete renovation mortgage product 
development leveraging outreach and 
assessment conducted in 2018 to support 
manufactured housing. Updated product 
enhancements will be issued via a negotiated 
term of business with select lenders or via the 
Seller/Servicers Guide depending on whether 
additional data is needed. 

3) Initiate a consumer research project that will 
entail a variety of outreach components, 
including a survey, to gather data on 
consumers’ choices in manufactured housing 
financing.  

4) Use results and learnings from the collateral 
policy assessment conducted in 2018 to 
achieve the following: 

a. Develop best practices and a training 
curriculum for lenders on manufactured 
housing valuations and titling homes as 
real property and implement it by 
conducting a training session with at least 
five lenders. Freddie Mac anticipates 
expansion of a comprehensive curriculum 
to all lenders in 2020. 

b. Publish at least one policy change to the 
Seller/Servicers Guide giving additional 
underwriting guidance on acceptable 
collateral and valuation of a manufactured 
home.  

5) Update our valuation model and incorporate 
changes in applicable applications (e.g.., Loan 
Advisor Suite®) for lender use, if research 
conclusions related to available data sources 
for manufactured housing support an update 
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to our valuation methodology. 

6) Initiate policy development on underwriting 
flexibilities related to required borrower funds 
for closing costs (includes planning for 
updates to Loan Advisor Suite); policy 
changes will be published in the Selling Guide 
in 2020.  

7) Assess the effectiveness of a pilot related to 
down payment assistance issued in 2018 to 
determine the impact on purchase volume for 
very low-, low- and moderate-income 
households. Gather industry feedback from at 
least five lenders and one non-profit to gauge 
success and market reaction. Findings will be 
submitted in a report to FHFA. 

8) Issue at least one negotiated term of business 
to each Freddie Mac-approved housing 
finance agencies that provide additional 
product support of manufactured housing 
titled as real property so they may assist more 
very low-, low- and moderate-income 
households. 

9) Assess historical loan performance and 
effectiveness of Freddie Mac’s current 
manufactured housing policy by using available 
public data and data on our existing loan 
portfolio. Analyze the impact on housing 
affordability for very low, low- and moderate-
income borrower segments and geographic 
distribution, including high-needs rural regions. 
Freddie Mac will document results and publish a 
report on our website. 

10) Socialize product changes with market 
participants by publishing updated collateral 
material to our website, Freddie Mac’s News 
Center, and Freddie Mac blogs and via email 
to all Single-Family News subscribers and 
present the changes at least six industry 
events. 

11) Hold at least one meeting with our Affordable 
Housing Advisory Council and/or servicing 
advisory boards to discuss manufactured 
housing, in addition to bi-annual meetings of 
the Manufactured Housing Initiative Task 
Force and the Next Step SmartMH Task 
Force, to obtain feedback and further 
calibrate product features.  

12) Develop best practices for lenders related to 
underwriting, appraisal and settlement 
criteria obtained from outreach activities. 
Publish the summary of best practices along 
with product features in a fact sheet on 
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Freddie Mac’s dedicated manufactured 
housing webpage by year-end. 

13) Provide ongoing manufactured housing 
training to lenders on best practices and 
product features via on-demand webinars 
and/or scheduled quarterly webinars. 

Year 3 – 2020  

Freddie Mac will focus on implementing 
remaining policy changes related to funds for 
closing, publishing research findings on 
consumer behavior related to financing, ramping 
up increase in purchases, and conducting initial 
assessments of changes implemented in 2018 
and 2019. Freddie Mac will take these actions: 

1) Provide additional product flexibility to lenders 
via the Seller/Servicers Guide or negotiated 
terms of business to select lenders addressing 
underwriting flexibilities related to borrower 
funds for closing costs. 

2) Assess the effectiveness of policy changes 
made in 2018 and 2019 by obtaining market 
feedback from at least five lenders for any 
changes issued broadly via the 
Seller/Servicers Guide, analyzing internal data 
including impact on purchase volume and 
income-eligible borrower segments. Freddie 
Mac will document results and provide a 
report to FHFA.  

3) Conduct ongoing surveys with lenders on the 
manufactured housing lender curriculum and 
the web-based training to gather feedback on 
the effectiveness of the lender curriculum. 

4) Complete a research project on manufactured 
housing consumer financing selections, 
analyze the information and data from the 
research project and publish findings on 
Freddie Mac’s website. 

5) Convene our Affordable Housing Advisory 
Council, Manufactured Housing Initiative Task 
Force and the Next Step SmartMH Task 
Force at least bi-annually to obtain feedback 
and further calibrate product features. 

Market Impact 

The manufactured housing market currently makes limited use of conventional financing for either the 
purchase or refinance of a manufactured home titled as real property. Providing product adjustments that 
increase a borrower’s entry into conventional financing will have a significant impact on lenders and 
housing finance agencies as they look for liquidity rather than holding manufactured housing loans in 
portfolio.  
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Freddie Mac anticipates the following focused activities will have a significant impact on the market: 

 Enhancing products will allow the collection of automated property values where none exist currently. 
Furthermore, we expect sharing best practices and training for lenders on eligible collateral will 
provide more confidence in lending, which increases liquidity and homebuyers’ entry into the real 
property financing market. 

 Providing new incentives and underwriting flexibilities with respect to manufactured housing via HFA 
Advantage to housing finance agencies will have a material impact on very low-, low- and moderate-
income consumers as it can translate to lower lending costs (housing finance agencies typically cap 
the fees that can be charged to a borrower). 

 Increasing the data available to inform property values increase confidence in lending against the 
collateral, may reduce the time and cost to obtain a property value, and address a primary obstacle 
to lending in this market.  

 Increasing knowledge and understanding of the market by sharing information regarding the efficacy 
of manufactured housing products and consumer behavior on financing can lead to significant 
innovations by Freddie Mac and other industry participants in lending products and increase usage of 
our product.  

 Providing immediate alternatives and assistance for down payment and closing costs will have a 
dramatic impact by increasing a qualified borrower’s ability to purchase by closing the asset gap that 
is significant in the very low-, low- and moderate-income homebuying market. 

 Supporting renovation activity will ultimately reduce barriers to entry to conventional financing for 
existing homeowners of manufactured housing, including homeowners in rural markets who can 
benefit from energy-efficiency retrofits if their utility costs are making housing unaffordable. 

Understanding the product levers that have the most impact on very low-, low- and moderate-income 
borrower qualifications and providing operational simplification can result in increased lender usage, 
solutions for small balance loans, and, with the right incentives, more affordable financing for borrowers in 
the long run, especially in high-needs rural markets where manufactured housing tends to be sited. 

The assessment of existing policies will include outreach to lenders, mortgage insurers, appraisers and 
appraisal trade organizations, manufactured housing trade organizations, housing finance agencies and 
other housing professionals. This will require resources from multiple areas internally at Freddie Mac to 
complete varied analyses including Single Family teams responsible for affordable lending, Seller/Servicers 
relationships, credit decisions, modeling, pricing and product development to understand the economics, 
credit risk and operational impacts, including impacts to our supporting applications. Once product 
development activities have been completed in years 1 and 2, we will increase our focus on loan 
purchases by leveraging policy changes to source more loans from lenders and reach more homebuyers 
through outreach activities. See also Objectives A and C for measurable actions on homebuyer outreach 
and loan purchases. Freddie Mac expects that encouraging additional lenders to offer manufactured 
housing financing products will lead to more purchases of manufactured housing loans. Freddie Mac will 
enhance the Seller/Servicers Guide in cases where we have clear data and performance information to 
support a broad policy change. We may use a negotiated term of business with select lenders in limited 
cases where we need additional data to inform product development and support a product change with 
the intention of publishing future Guide adjustments once we have sufficient data to make informed policy 
and business decisions. 

Additional transparency and marketing of product solutions and publication of research should also assist 
other housing professionals, including housing counselors, who are educating borrowers on financing 
options. We believe the market can realize increased industry participation through dedicated efforts by 
Freddie Mac to provide information and product clarity through education and training. Freddie Mac has 
extensive experience in training and educating market participants. However, engaging more lenders and 
other housing professionals to support this market will present a significant level of effort if it is to be 
accomplished within the Plan cycle. Increasing purchase opportunities will involve a high degree of 
coordination and production from many departments in Freddie Mac to research, produce, coordinate, 
publish and monitor the effectiveness of product features and training. 
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OBJECTIVE C: INCREASE HOMEBUYER ACCESS TO EDUCATION AND RESOURCES 

Evaluation Area Year Incomes Targeted Extra Credit 

Outreach 1, 2 and 3 VLI, LI, MI Not applicable 

During our outreach on manufactured housing and review of public comments on the draft Plans, we repeatedly 
heard that the manufactured housing market requires focused homebuyer education to address consumer 
questions about the unique aspects of manufactured housing, and the benefits of energy efficient manufactured 
homes, as well as general homebuyer education. Freddie Mac intends to address this need by developing a more 
expansive homebuyer education curriculum that specifically addresses manufactured housing, expanding existing 
outreach activities to a larger geographic area, promoting homeownership with partners through homebuyer fairs 
and providing a more comprehensive homebuyer education platform that includes credit counseling along with 
pre-purchase and post-purchase education. Through borrower education, we hope to help manufactured housing 
consumers build and maintain better credit, and understand the steps to sustainable homeownership. 

Freddie Mac strongly supports the benefits of homebuyer education and providing educational tools to 
consumers. We believe that well-informed and well-prepared homebuyers are more likely to enjoy successful 
and sustainable homeownership. Freddie Mac has extensive experience with homebuyer education and 
housing counseling. Over the past nine years, we have provided education and counseling through our 14 
Borrower Help Centers and the national Freddie Mac Borrower Help Network. However, prior to 2017 our 
homebuyer education did not incorporate manufactured housing. In addition, we did not include information 
related to manufactured housing in homebuyer fairs that we sponsor. 

Baseline 

Freddie Mac recently partnered with Next Step and eHome America to develop an online homebuyer education 
curriculum that is inclusive of manufactured housing tailored to prospective buyers of manufactured homes in 
Kentucky. The pilot is Next Step’s SmartMH program, which aims to expand the opportunity for sustainable 
homeownership by educating consumers about the benefits of energy efficient manufactured homes. The 
curriculum, which was launched in April 2017, covers information about purchasing a manufactured home, 
including the benefits of energy efficient features, financing options, the availability of down payment 
assistance programs, and credit-rebuilding services via housing counseling agencies. Potential homebuyers 
who can benefit from education will be referred by lenders and retailers.  

The pilot with Next Step also has a working group, the SmartMH Task Force, made up of lenders, retailers, 
housing finance agencies, trade associations and non-profit housing counseling agencies that will provide 
market intelligence and data to inform loan product needs and suggested variations to grow the market. 
Leveraging the pilot, we anticipate expanding the number of local lenders who originate energy efficient 
manufactured homes that are titled as real property. We currently have 11 active lenders engaged in the pilot 
and hope to expand the network to include 23 lenders in at least six additional states over the Plan cycle.  

Given that 70 percent of manufactured homebuyers choose chattel loans when selecting financing, we will 
deem the pilot to be successful if we can assist lenders with increasing the number of mortgage-ready 
borrowers they can realize by leveraging education to facilitate converting loan application denials to approvals 
and by increasing the percentage of borrowers choosing conventional financing and real property ownership. 
We anticipate that in 2017 approximately 80 consumers will complete the SmartMH online homebuyer 
education curriculum, which should give us preliminary data on potential homebuyers choosing a conventional 
loan as their financing solution.  

Freddie Mac plans to expand our outreach beyond the State of Kentucky by partnering with non-profit housing 
counseling agencies, housing finance agencies and community development financial institutions that provide 
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homebuyer education and credit counseling to grow capacity and serve very low-, low-, and moderate-income 
homebuyers. We also plan to track results following education and use the information obtained to adjust the 
curriculum in the future. The schedule proposed is reasonable and incorporates sufficient flexibility for us to 
learn from initial program feedback and make course corrections, if necessary. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

Lack of comprehensive homebuyer education 

 Comprehensive homebuyer education and 
credit counseling that include manufactured 
housing as part of the curricula are rarely 
available. There is a critical need to provide a 
sustainable education platform that includes the 
following: 

 Awareness of the benefits and low costs of 
manufactured housing.  

 Available products and options for securing 
financing. 

 Emphasis on quality home selections, 
including energy efficient features that can 
lower the overall cost of homeownership. 

 Pre-purchase financial education in 
addition to housing counseling, if needed, 
to develop homebuyers who are mortgage-
ready. 

 Post-purchase education and counseling to 
increase sustainability of homeownership 
and the future maintenance of 
manufactured homes. 

Year 1 – 2018 

1) Expand the homebuyer education pilot 
beyond the State of Kentucky to address 
manufactured housing titled as real property 
and the benefits of energy efficiency: 

a. Expand pilot to at least two additional 
states. 

b. Expand network to include four additional 
lenders. 

c. Provide education and/or credit counseling 
to a total of 275 consumers in three states 
(includes Kentucky), and  

d. Train any new non-profit partners, and 
lenders being included in the network. 

2) Provide additional information on available 
resources—including educational resources 
on Freddie Mac’s website—to support 
manufactured housing content for potential 
homebuyers, including promotion of Smart 
MH. Include a survey that allows people to 
provide feedback on the usefulness of the 
manufactured housing information that was 
provided. 

Year 2 – 2019 

1) Conduct analysis on performance of pilot, 
including participation, conversions from 
lender declinations to approvals, and the 
share of conventional mortgage financing 
versus other financing types: 

a. Survey eight participating lenders on the 
effectiveness of the pilot. 

b. Using analysis, calibrate the pilot as 
needed to meet the identified measures of 
success by helping lenders to increase the 
percentage of buyers choosing 
conventional financing and converting 
application denials to approvals. 
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c. Include findings in reporting to FHFA 

2) Continue to expand the homebuyer education 
pilot: 

a. Expand the pilot to at least two additional 
states. 

b. Expand the network to include four 
additional lenders. 

c. Provide education and/or credit counseling 
to a total of 475 consumers in five states, 
including Kentucky. 

d. Train any new non-profit partners, and 
lenders. 

3) Launch a video series with Next Step about 
the benefits of the SmartMH program.  

4) Ask consumers to complete surveys on the 
effectiveness of the homebuyer education 
and/or credit counseling at all sessions to 
inform updates.  

5) Hold one to two homebuyer fairs in strategic 
areas that have a high concentration of 
manufactured housing and are currently 
being served by the pilot. Fairs will include a 
discussion of the value and benefits of 
manufactured housing titled as real property. 

Year 3 – 2020 

1) Further expand the homebuyer education 
pilot:  

a. Expand the pilot to at least two additional 
states. 

b. Expand the network to include four 
additional lenders. 

c. Provide education and/or credit counseling 
to a total of 675 consumers in seven 
states, including Kentucky).  

d. Train any new non-profit partners and 
lenders; and 

e. Analyze performance and provide key 
findings in a report to FHFA.  

2) Continue asking consumers to complete 
surveys to determine efficacy of the 
homebuyer education and/or credit 
counseling and use results to inform further 
enhancements, as applicable. 
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3) Hold one to two homebuyer fairs in states 
where we have expanded the homebuyer 
education curriculum and have a high 
concentration of manufactured housing. Fairs 
will include a discussion of the value and 
benefits of manufactured housing. 

4) Publish to Freddie Mac’s website key findings 
and outcomes from the homebuyer education 
training curriculum. 

Market Impact 

The market is significantly challenged by an inadequate amount of homebuyer education that provides 
information about manufactured housing and related financing options. The inadequate access to 
comprehensive homebuyer education that is inclusive of manufactured housing has contributed to the 
stymied growth in the manufactured housing market. Freddie Mac has initiated a pilot with Next Step in 
Kentucky. It will take a significant level of effort to expand the pilot to additional regions, including finding 
additional non-profit partners to administer the curriculum, and establishing additional relationships with 
lenders and retailers to make the pilot successful and grow the real property financing market. 

Given that there was not a curriculum focused on manufactured housing available prior to the launch of 
Freddie Mac’s pilot with Next Step, we anticipate that our pilot will have a significant positive impact on 
homebuyers as it relates to home selection, financing and maintenance. Over the period of the Plan, the 
total number of lenders participating will increase from 11 to 23 and the education curricula will be 
expanded from one state to seven. Lenders will be able to expand their conventional lending portfolios for 
manufactured housing, increase or strengthen partnerships with retailers and counseling agencies, and 
ultimately realize greater consumer purchases due to an increased number of qualified loan applicants. 

Freddie Mac will monitor feedback on the education materials through surveys to understand additional 
consumer needs that should be addressed. These efforts will have a direct impact on the borrowers who 
are accessing the educational curricula. Through its expansion, we expect that the market will experience 
future growth. Together, these efforts should receive cross-market Duty to Serve credit in energy efficiency 
because the curricula incorporate the benefits of purchasing energy efficient manufactured housing as part 
of the borrower’s home selection decision. 
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Activity 2 – Support for Manufactured Housing Titled as 
Personal Property (Chattel) Regulatory Activity 

The manufactured housing industry has seen a continuous and significant increase in chattel financing 
throughout the last several years. It is unsurprising, then, that we consistently heard a call for GSE support of 
chattel financing during our outreach to bring affordable lending to the chattel market. Freddie Mac does not 
currently purchase chattel loans. We do not have the requisite systems in place to purchase chattel loans, nor 
do we have historical data on chattel loan performance that would allow us to make determinations about 
whether the purchases of these loans can be made in a safe and sound manner. We appreciate FHFA’s efforts 
to assist us in our information gathering through the Duty to Serve Chattel Pilot Request for Information (RFI) 
and we are committed to developing and implementing a chattel pilot program that will meet the needs of the 
market. We reviewed and considered the thoughtful comments received under that RFI as we develop our 
internal capability to serve this market. 

Freddie Mac has taken into consideration our lack of experience with chattel loans and being mindful of safety 
and soundness concerns, Freddie Mac intends to conduct a systematic and incremental review to develop a 
product before entering the chattel market. We are firmly committed to understanding it better and developing a 
pilot program to test our findings and to apply what we learn.  

Historically, Freddie Mac has provided deep liquidity to the conventional mortgage market and we look forward 
to bringing this level of expertise to the chattel market. During the Plan Term, Freddie Mac intends to engage in 
the following objectives in support of chattel: 

 Engage in research and due diligence into the chattel market. 

 Implement a chattel loan pilot and purchase loans, subject to receipt of FHFA approval.  

 Develop homebuyer education and continue market outreach related to chattel financing. 

OBJECTIVE A: CONDUCT OUTREACH AND RESEARCH ON THE CHATTEL MARKET 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Product 1 VLI, LI, MI Yes 

By partnering with well-established industry participants, Freddie Mac plans to conduct extensive research on 
the chattel loan market to guide the development of our chattel pilot parameters. Our understanding is that 
information about the chattel market is currently fragmented and not widely available. With an eye toward future 
secondary market activity, we plan to focus on gathering information related to performance data, current 
underwriting parameters, risk offset or credit enhancement options, servicing practices, and consumer 
protections. 

In 2017, Freddie Mac issued a Request for Information (RFI) and followed up with a Request for Proposal 
(RFP) to find a partner, or partners, to provide data and analytical support to assist in the development of our 
chattel pilot. The RFI helped us identify the organizations in the marketplace that have the interest and 
capability to contract with Freddie Mac to develop responsible underwriting parameters and other appropriate 
requirements for a chattel pilot based on loan-level data and subsequent loan performance. This will allow us to 
develop sufficient safeguards, along with the analytics necessary to track the performance of the chattel loan 
pilot. We believe this is a crucial first step. Without this foundational work, we cannot serve the market 
effectively. 
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Given the work that will be involved in obtaining and synthesizing data, Freddie Mac intends to expend 
significant resources to gather and analyze the results of our research. We expect that we will have garnered 
sufficient information by Year 2 to develop guidelines for a chattel pilot. Freddie Mac will complete sufficient 
research to enter the chattel market in a safe and sound manner. 

Baseline 

Freddie Mac does not currently provide liquidity to the chattel market and, therefore, does not have experience 
serving the market; nor do we have the historical data to model the associated credit risks and develop policies 
to support the loan life cycle.  

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

Lack of transparency and available data on 
loan terms and performance 

 The market lacks transparency and 
standardization in multiple areas of the chattel 
loan life cycle, including the loan origination 
process, loan servicing and loan performance, 
which inhibits growth in the secondary market. 

Year 1 – 2018  

To help inform pilot design, Freddie Mac will 
conduct research on chattel performance and 
chattel loan life cycle and complete the initial 
analysis by year end. 

1) Research activities:  

a. Evaluate chattel loan performance, 
including finding viable sources for data 
on loan performance and valuation across 
agency and proprietary products. 

b. Establish partnerships with subject matter 
experts on data analysis. 

c. Review current underwriting models or 
underwriting criteria supporting chattel 
financing. 

d. Explore credit enhancements and risk 
sharing solutions. 

e. Review loan servicing practices, including 
servicing compensation. 

f. Review disposition activities. 

g. Review current pricing and explore 
securitization models.  

2) Research activities described above will 
involve coordination and collaboration to 
establish additional partnerships and 
advisors, information collection and sharing: 

a. Convene the Manufactured Housing 
Initiative Task Force, Affordable Housing 
Advisory Council and Next Step SmartMH 
Task Force at least bi-annually; working 
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subgroups will meet at least quarterly. 

b. Engage at least six lenders to assist with 
opportunities and solutions. 

c. Participate in at least one manufactured 
housing trade show and four key industry 
conferences to gather information. 

3) Use research findings to inform pilot 
development. See also Objective B for 
measurable actions on this pilot. 

Market Impact 

As FHFA noted in the Duty to Serve rule, there is a significant lack of information on chattel loans, 
especially relating to loan performance. The results of our research will inform our next steps, including the 
structure of a pilot. Notwithstanding the difficulty involved in starting from a baseline of zero on loan 
purchases, we believe that one year is a reasonable timeframe to conduct research and leverage findings 
to define pilot requirements. 

The secondary market for manufactured housing chattel loans is currently very limited. Our success in 
meeting this objective will have a significant impact on the market. First, we understand that a lack of widely 
available information is a key challenge. We intend to address this by publishing notable findings from our 
research as indicated in Objective C. Second, our ability to provide liquidity to this market in a safe and 
sound manner hinges on gaining a greater understanding of it. 

Gaining deep insights into the chattel market will require Freddie Mac to seek additional resources and 
subject matter experts to assist us with the analysis. We mentioned previously that we have undertaken a 
RFI and a RFP to find a partner, or partners, to provide data and analytical support. Understanding the loan 
origination, loan packaging, servicing and disposition processes will also require resources from multiple 
areas internally to complete varied analyses, including Single-Family teams responsible for affordable 
lending, credit risk, securities, modeling and analytics, servicing and REO. 

OBJECTIVE B: DEVELOP INITIATIVE GUIDELINES FOR CHATTEL PILOT AND INITIATE 
CHATTEL PURCHASES 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Product 1 VLI, LI, MI Yes 

Purchase 2 and 3 VLI, LI, MI Yes 

Based on the results of our research and outreach, Freddie Mac will develop a chattel loan pilot. We intend to 
purchase chattel loans in years two and three of the Plan, subject to FHFA approval. We recognize that the 
launch date, in Year 2, may be dependent on the FHFA approval process.  

The parameters for the chattel pilot will depend upon our research and outreach described in Objective A. 
Freddie Mac does not have a product to support financing of chattel nor have we purchased chattel loans in the 
last three years; thus, we have no recent historical data on which we can base assumptions on loan profiles and 
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performance. The scope of the pilot will include these activities: 

 Creation of the standards for credit, servicing, pricing and risk structures necessary to support a pilot. 

 Loan purchases that we will make using varied purchase execution options (including bulk portfolio 
transactions) to model risk and assist with product design to support future loan purchase capabilities on 
a flow basis. A comprehensive effort of marketing quality energy efficient manufactured homes will 
complement our activities to increase liquidity and promote manufactured housing as a viable 
investment to attract private capital.  

Baseline 

Freddie Mac does not have a chattel product. We have not purchased chattel loans in the past three years. Our 
baseline is zero. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

No standardized products 

 Products in support of this market vary from 
lender to lender because most originations are 
held in retained portfolio due to the proprietary 
products used to originate loans. 

 There is a lack of standard underwriting 
practices and automated underwriting model 
will continue to limit growth and private capital 
in this market. 

No standard collateral valuation approach 

 There is no consistent approach to assessing 
property values and current valuation methods, 
including the use of NADA guides, which are 
inconsistent with how real property is valued.  

Historical perception of manufactured 
housing as a mobile home or “trailer” 

 Manufactured Housing is plagued by the 
stereotype of the “trailer,” even though the new 
class of homes have standard features and 
finishes similar to site-built homes and are 
seldom moved after installation. 

Year 1 – 2018  

Freddie Mac will develop pilot parameters and 
determine counterparties for the pilot to support 
loan purchases. 

1) Complete policy parameters to support chattel 
pilot program: 

a. Underwriting criteria 

b. Credit enhancement and risk sharing 
structures  

c. Requirements that address consumer 
protections 

d. Pricing 

e. Delivery criteria 

f. Quality control 

g. Servicing and disposition requirements, 
including servicing compensation 

h. Exploration of potential securitization 
structures 

2) Determine counterparties to be included in 
pilot activities. 

3) Purchase a set minimum number of loans 
from at least one regional or national lender to 
obtain data, such as loan characteristics and 
performance, to facilitate pilot design, subject 
to FHFA approval.  

4) Develop and implement a marketing campaign 
to further promote quality energy efficient 
manufactured housing as a viable source of 
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sustainable and affordable homeownership to 
increase market opportunities. 

Year 2 – 2019  

Freddie Mac will request FHFA approval, and 
begin purchasing loans under the pilot if approval 
is obtained. 

1) Request FHFA approval to implement a 
chattel pilot. In order to initiate purchases 
under the pilot program we will need an 
approval no later than the second quarter. 

2) Implement a chattel pilot with select national 
or regional lenders. 

3) Purchase 200 - 500 loans to help inform future 
product design to build out capabilities for flow 
path.  

Year 3 – 2020 

1) Freddie Mac will continue purchasing loans 
under the pilot. We will purchase 600 – 1,500 
loans to help inform future product design to 
build out capabilities for flow path.  

Market Impact 

Freddie Mac frequently uses pilots to test potential offerings and markets prior to a broad rollout. In our 
experience, pilots are an efficient and effective tool that permits us to adjust features quickly on a small 
scale in response to feedback. There is currently a limited secondary market for manufactured housing 
chattel loans. The results of a pilot program will have a significant impact on manufactured housing titled as 
personal property because the pilot can assist in the development of a more robust secondary market and 
will provide Freddie Mac with additional information on how to build a sustainable product to support this 
market.  

The success of the pilot will include providing the market with the framework for consistent standards for 
credit risk and servicing, including a reliable underwriting and valuation model, a framework for risk sharing 
and securitization, and consistent requirements for servicing and disposition activities. We anticipate that 
pilot activities will not only provide the market with immediate liquidity of up to $87 million over the Plan 
cycle, but also grow the market opportunity. 

Assuming timely FHFA approval, we believe the timeframe is reasonable, given the current outreach efforts 
and Freddie Mac’s high level of commitment. We anticipate that pilot activities will not only provide the 
market with immediate liquidity, but also grow the market and opportunity to attract private capital. 

Freddie Mac will have limited experience in analyzing chattel loans prior to our purchase activities; 
therefore, we will be relying on additional resources and partners, selected via a proposal process, to assist 
with data and analytical support. Additionally, resources from multiple areas internally at Freddie Mac will be 
relied upon to complete varied analysis, including Single-Family teams responsible for affordable lending, 
Seller/Servicers relationships, credit decisions, modeling, pricing, securitizations and product development 
to understand the economics, credit risk and operational impacts, including impacts to our supporting 
applications. 
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OBJECTIVE C: CONDUCT MARKET OUTREACH TO SUPPORT CHATTEL PILOT AND INCREASED 
ACCESS TO HOMEBUYER EDUCATION 

Evaluation Area Year Incomes Targeted Extra Credit 

Outreach 2 and 3 VLI, LI, MI Yes 

Freddie Mac intends to publish findings resulting from our research referenced in Objective A to offer 
transparency and engagement in the market related to the loan life cycle and performance. This will provide the 
market with the opportunity to review a broad spectrum of data and analytics to inform lending and appraisal 
decisions. Further, we will actively and continuously engage the market for feedback pre- and post-chattel pilot 
implementation to determine best practices and ensure we are aligning with market needs.  

We also plan to develop a homebuyer education curriculum that emphasizes the benefits of manufactured 
housing, including a discussion on chattel financing that is focused on the underwriting parameters of Freddie 
Mac’s chattel pilot. This objective will target the manufactured housing market titled as personal property. The 
goal of this objective is to expand on our existing homebuyer education curriculum to focus on pre-purchase 
education that delves into the unique characteristics of manufactured housing chattel-loans along with the 
benefits of purchasing energy efficient manufactured homes. 

Freddie Mac intends to expand on it’s current Next Step® and eHome America pilot efforts by including a 
discussion in the curriculum on chattel financing that is aligned with our chattel pilot activity. Freddie Mac 
recently partnered with Next Step® and eHome America to develop an online homebuyer education curriculum 
that is inclusive of manufactured housing tailored to prospective buyers of manufactured homes in Kentucky. 
The pilot is Next Step’s “SmartMH” program, which aims to expand the opportunity for sustainable 
homeownership by educating consumers about the benefits of energy efficient manufactured homes, as more 
fully discussed in Objective C of Activity 1. We will implement the updated curricula in the first quarter of the third 
year of the plan in the states where the homebuyer education will be available.  

Baseline 

Freddie Mac has not previously published information on chattel financing including the loan life cycle and 
performance. We do have experience performing outreach as it relates to manufactured housing and we plan to 
leverage existing advisory groups to assist with information collection and sharing, and, ultimately, feedback on 
pilot development and implementation. The advisory councils include the Manufactured Housing Initiative Task 
Force, Next Step SmartMH Task Force, and Affordable Housing Advisory Council. See also Activity 1, Objective 
B, for meeting frequency and representation. We do not currently have a homebuyer education curriculum that 
includes chattel financing. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

Lack of information and data to support 
chattel lending 

 Market research and data to support scalable 
chattel financing is lacking in the market. 

 Transparency of lending activities, performance 
and product parameters need to be readily 

Year 2 – 2019  

Freddie Mac will provide transparency to the 
market with results from our research. We will 
also continue outreach to obtain feedback on pilot 
implementation, promote quality manufactured 
housing and seek additional opportunities to grow 



Freddie Mac Duty to Serve Underserved Markets Plan Manufactured Housing - MH27 

available to the market. 

Lack of homebuyer education inclusive of 
manufactured housing 

 Comprehensive homebuyer education that 
includes manufactured housing as part of the 
curriculum inclusive of chattel financing options 
is rarely available. There is a critical need to 
provide a sustainable education platform that 
includes these topics: 

 Awareness of the benefits and low costs of 
manufactured housing 

 Available products and options for securing 
financing 

 Emphasis on quality home selection, 
including energy efficient features that can 
lower the overall cost of homeownership 

 Pre-purchase financial education in addition 
to housing counseling, if needed, to develop 
homebuyers who would be eligible for loans 

 Post-purchase education and counseling to 
increase sustainability of homeownership 
and the future maintenance of a 
manufactured home 

the market. Freddie Mac will take these actions: 

1) Publish key research findings in a white paper 
related to chattel performance and loan 
practices on our website to inform the market 
about chattel financing. 

2) Socialize key findings of research through 
convenings with the Manufactured Housing 
Initiative Task Force and the Next Step 
SmartMH Task Force at least bi-annually and 
obtain feedback on pilot implementation to 
further calibrate requirements as necessary. 

3) Participate in at least one manufactured 
housing trade show and four key industry 
conferences to discuss our efforts to support 
development of a secondary market for 
chattel, seek additional opportunities to 
support the market and gain additional 
industry knowledge. 

Year 3 – 2020  

Freddie Mac will provide homebuyer education 
that includes chattel financing and will achieve 
the following: 

1) Expand our homebuyer education pilot that 
showcases the benefits of manufactured 
housing and energy efficiency to include 
chattel financing in the states where the online 
curriculum referenced in Activity 1, Objective 
C, has been implemented: 

a. Provide education inclusive of chattel 
financing in all states where the 
manufactured housing online curriculum 
has been implemented. 

b. Expand the lender network referenced in 
Activity 1, Objective, C by at least one 
lender that supports chattel financing. 

2) Ask for consumer surveys at each homebuyer 
education or counseling session. Use survey 
results to inform future changes to the 
curriculum and counseling efforts. 

3) Continue outreach with the Manufactured 
Housing Initiative Task Force and the Next 
Step SmartMH Task Force at least bi-annually 
to obtain feedback on the chattel pilot and to 
further calibrate requirements as necessary. 

4) Participate in at least one manufactured 
housing trade show and four key industry 
conferences to discuss our pilot activities and 
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seek additional opportunities to support the 
market and gain additional industry 
knowledge. 

Market Impact 

Freddie Mac will publish and actively socialize key findings to the market based on extensive research 
completed in the first year of the Plan. This activity will provide transparency to the market on the chattel 
loan process and performance that has not been previously available to the public. Given Freddie Mac’s 
limited knowledge about the chattel market, obtaining feedback from market participants about the chattel 
financing process and ecosystem, including lenders, retailers, manufactured housing trade organizations, 
community owners, builders of manufactured housing, as well as affordable housing advocates and non-
profit organizations, will be critical to the success of the pilot.  

Continued engagement and partnerships with organizations that support manufactured housing will be 
needed to ensure that we are consistently meeting market need as we undertake loan purchases in a safe 
and sound manner to build out future capabilities to support the market broadly. 

The market is significantly challenged by an inadequate amount of homebuyer education that provides 
information about manufactured housing and chattel financing. The lack of capacity and degree of 
education does not meet the demand of the market and has limited growth in the manufactured housing 
market. 

It will take a significant level of effort to expand to additional regions, to update our curriculum to include 
chattel financing solutions that is consistent with the philosophy and policies for how we are considering a 
chattel loan structure to support loan purchases, and to find additional non-profit partners to administer the 
curriculum. 

Given that there is not curriculum that focuses on chattel financing options available to the market, we 
anticipate that our pilot will positively impact homebuyers behavior and outcomes as it relates to home 
selection, financing and home maintenance. 

Freddie Mac will monitor the feedback on the education materials through surveys to understand additional 
consumer needs that can be addressed through enhanced platforms. These efforts will have a direct 
impact on the borrowers who are accessing the services and, through expansion, the market will also 
experience future impact. These efforts should receive cross-market Duty to Serve credit in energy 
efficiency because the curriculum incorporates the benefits of purchasing energy -efficient manufactured 
housing as part of the borrower’s home-selection decision. 
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Activity 3 - Manufactured Housing Communities Owned by a 
Governmental Entity, Non-Profit Organization, or Residents: 
Regulatory Activity 

Based on our outreach in the Resident Owned Community (ROC), non-profit, and governmental entity MHC 
market, we have found that there is a strong interest in our potential role in the ROC market, while the parameters 
of our existing MHC financing offerings can be leveraged for non-profit and governmental entities. Therefore, 
during this three-year Plan, we intend to focus our efforts in support of ROCs, although we will continue to monitor 
needs and opportunities for communities owned by governmental entities or non-profits. ROCs are typically 
created when investor-owned MHCs are bought by their residents. Although there are no formal data tracking the 
incidence of conversions from investor-owned to ROCs across the entire market, our outreach to lenders 
suggests that up to 25 communities are converted each year. We have also learned that there are some 
communities being sold back to traditional MHC sponsors/investors, although the exact numbers are not known. 

The completion of a conversion from an investor-owned community to a ROC is a challenging process that 
requires a unique alignment of circumstances. Generally, at least seven factors must come together: 

 A community must be put up for sale. 

 The residents must want to own their community. 

 A sophisticated tenant group must be appropriately organized to purchase it 

 Sufficient equity or equity-equivalent financing must be available. 

 Specialized debt financing products must also be available. 

 Adequate technical assistance must be provided, 

 The seller must choose to sell the community to the residents. 

Although many MHCs are sold annually (the exact number of which is unknown), these seven factors presumably 
align in only a small minority of these cases. Additionally, state laws and programs can influence the conversion 
to resident ownership. According to Prosperity Now, only 10 states currently encourage resident ownership 
through pre-sale notices or tax incentives.18 While there are rough estimates of the size of the ROC, non-profit 
and instrumentality-owned MHC market, there is not a clear and uniform definition of a ROC, nor is there a 
universal set of standards for community governance models. In order to provide liquidity to the ROC market and 
develop a sustainable, replicable infrastructure, we must first more fully understand the market’s needs, 
challenges and opportunities. We will then promote that understanding along two separate but equally necessary 
paths: to the residents so they have a greater understanding of their opportunities and to the market as a whole, 
in order to attract additional private capital support. Simultaneously, we will seek to develop and test a new loan 
offering in support of ROCs, building toward loan purchases. 

Ultimately, we intend to address the challenges and needs of the ROC market during the Plan Term through the 
following objectives: 

 Promote understanding of the ROC market. 

 Develop a new offering for ROCs. 

 Purchase ROC loans. 
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OBJECTIVE A: PROMOTE UNDERSTANDING OF THE RESIDENT-OWNED COMMUNITIES MARKET 

Evaluation Area Year Incomes Targeted Extra Credit 

Outreach 1 and 2 Affordable Not applicable 

In order to provide long-term, consistent liquidity to the ROC market, it is necessary to better understand this 
market and promote this understanding to both improve ROCs’ abilities to meet requirements for financing and 
attract private capital to support them at scale. We will do this over two years of deliberate, foundational research. 
To begin understanding the scope and variety of MHC ownership structures, Freddie Mac will commission data-
gathering across the known MHC market. This will enable us to define the size of the MHC market generally and 
better understand what is needed to help it grow. Because of the size and methodology of this survey, which will 
attempt to reach all known MHCs, it will take a full year to complete.  

In Year 2 of the Plan, we will publish a report that identifies the size of the ROC market and the geographic 
distribution of ROCs based on the year one survey. In this report, we will also analyze various ROC ownership 
structures and identify best practices and standards around which the market can scale and attract further capital. 

Based on the utility of these findings and the lessons we learn from our first survey, we will assess how we might 
improve the survey and/or report in order to best benefit the market. Though we will not seek Duty to Serve credit 
for doing so, we will look to continue this survey on an annual basis. In both the data gathering and analysis, we 
plan to work with leading industry partners. 

Baseline 

Today, there is no available comprehensive understanding of the ROC market. Current research efforts tend to 
focus on specific or localized cases but do not take a national view of the market, its challenges, and the 
opportunities for financing. Our research will be the first of its kind. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Actions 

 Market for ROCs is limited. 

 There is currently no broad view of existing ROCs. 

 The market has unique financing and technical 
assistance requirements. 

 No comprehensive dataset is available on ROCs.  

Resource Challenge 

 Throughout the Duty to Serve Plan, we are taking 
on a considerable number of research efforts, all 
of which require extensive planning, collaboration 
with key stakeholders, and analysis. The design 
and research of all of these objectives will have 
many unique components and will leverage the 
expertise and skills of our internal research 
organization, whose focus extends beyond the 

Year 1 – 2018  

1) Design and commission research on ROC 
market size, ownership structures of MHCs and 
market needs. Survey will cover all 50 states 
and include at least the following data points, if 
available: 

a. Location 

b. Ownership type 

c. Community size (total number of pad sites) 

d. Percent resident owned 

e. Percent of community as rental units 

f. Length of resident ownership period 
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scope of the Duty to Serve Plan. 

 

g. Age of community  

h. Whether community Has debt financing 

i. Property value 

j. Pad rents 

k. Community fees 

l. Age restrictions  

m. Rent restrictions 

 Note: Due to the extensive scope of surveying 
more than 30,000 MHCs across all 50 states, 
this survey will take a full year to complete and 
will rely on the support of third-party 
organizations.  

Year 2 – 2019  

1) Receive full survey results, analyze results, and 
publish report.  

2) Report will include a summary of survey results, 
an estimate of overall market size and 
characteristics, the geographic distribution of 
ROCs, analysis of ROC ownership structures, 
as well as a description of best practices and 
new standards that will enable future 
purchases. In completing this report, we will 
engage with leaders in the ROC market to 
inform our analysis and observations.  

3) Report will also include any lessons learned 
from attempted pilot transactions under the loan 
offering described in Objective B below.  

4) Report will be published on our website; 
distributed to manufactured housing research 
organizations, advocacy organizations, and the 
MHC seller/servicer network; and promoted 
with a press release. 
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Market Impact 

The ROC market is currently very limited, is not comprehensively researched, and relies on unique financing 
agreements that are not conducive to attracting private capital at sufficient scale to grow the market. Our 
research will help to define the ROC market and its characteristics, lay out new standards and best practices, 
and provide the foundation for scalability to attract private capital. 

Year 1 – 2018. Our survey will set a first of its kind baseline by analyzing the state of the market and 
establishing a foundation for future growth. Achieving this will require an extensive effort to reach all known 
MHCs across all 50 states. Our research will be difficult to complete because it may involve challenges with 
response rates from MHCs and other resource obstacles. This research and subsequent publication of what 
we learn will enable a broader understanding of the market, set a foundation for attracting more capital, and 
help bring standards and more technical assistance to these communities. Ultimately, this research will identify 
what is needed for the market to be able to grow.  

Year 2 – 2019. The publication of our report in Year 2 will have three substantial benefits to the market. First, it 
will reveal the market size and geographic location of all surveyed ROCs for the first time. Second, it will 
identify and analyze different ROC ownership structures identified in our survey. Third, it will identify new 
standards and best practices that can be leveraged to better formalize ROC ownership structures around which 
we, and the market generally, can direct capital. 

By publishing standards and best practices learned from our research, we will enable more ROCs across the 
country to follow these standards, which will enable them easier access to financing.  

We will also leverage the lessons learned from our survey and analysis, as well as the best practices and 
standards, to inform key criteria in our product development efforts as we refine our ROC loan offering 
described in Objective B below. This report will also allow us to direct the attention of our seller/servicer 
network to ROCs around the country to pursue financing opportunities with them using our newly designed 
offering.  

Through the standards identified in our analysis and leveraged for our ROC loan offering, and by generating 
more loans to ROCs based on these standards, we will be able to apply our market-leading risk-distribution 
methods to attract private capital to support ROCs, enabling this market to grow in a safe and sound manner. 

OBJECTIVE B: DEVELOP A NEW OFFERING FOR RESIDENT-OWNED COMMUNITIES 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Product 1 and 2 Affordable Not applicable 

In Year 1 of our Plan, we intend to work with ROC industry partners such as research organizations, trade 
organizations, and lenders to best understand their needs and challenges in order to develop a pilot offering with 
guidelines that will specifically work for these communities and allow us to lend safely with an eye towards 
attracting private capital to this market and distributing risk away from taxpayers. In Year 2 of our Plan, we intend 
to continue to refine the offering and pursue pilot transactions.  

Baseline  

Freddie Mac has been in the MHC lending business since 2015, and we have purchased $2.8 billion of loans on 
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MHCs. Of those, two purchases have been ROCs. To our knowledge, we are the only GSE to have ever 
purchased ROC loans. However, we have never had a specific product tailored to the ROC market, and there is 
not currently a product tailored for ROCs that can attract private capital at sufficient scale to allow this market to 
grow. This product will be the first of its kind.  

Challenges, Actions and Market Impacts 

Market Challenge  Freddie Mac Action 

 The limited number of ROCs. 

 The specialized nature of the financing 
required.  

 ROCs generally require debt of over 100 
percent loan-to-value (LTV), which would 
require GSEs to allow subordinate debt above 
conforming levels. 

 The need for technical assistance to both form 
the properly structured ownership 
organization and operate the property over 
the long term. 

 The need for sufficient equity or equity-like 
financing to enable lending to be done in a 
safe and sound manner. 

 

Year 1 – 2018  

1) Publish a product term sheet for a pilot product 
and distribute it to one or more seller/servicers 
engaged in the pilot. 

2) Term sheet will contain at least the following 
elements: 

a. Product overview and loan purpose 

b. Borrower and/or property eligibility 
requirements 

c. LTV limits 

d. Debt coverage limits 

e. Allowable lengths of loan term 

f. Allowable lengths of amortization  

3) Engage at least one lender within our 
seller/servicer network to test and refine the 
pilot offering, which may include loan 
purchases. 

Year 2 – 2019  

1) Engage in at least one transaction based on 
the published term sheet. Due to the limited 
market size for ROCs, this pilot will be 
available nationally to communities that 
meet the minimum requirements described 
in our term sheet and are affordable to 
residents making 100 percent of the area 
median income (AMI) or below per FHFA’s 
affordability estimation method.  

a. Update the term sheet based on 
pilot transaction(s) and market 
acceptance of the product to 
address transaction challenges and 
feedback identified during the pilot, 
while allowing for transaction 
customization as needed based on 
the market and borrower. 

b. We will view this pilot as successful 
if we are able to quote at least one 
ROC transaction and either 
purchase a loan as a result or 
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receive recommendations from the 
seller/servicer and/or the borrower 
on how we might adjust product 
terms to better serve the market.  

c. Include lessons learned from the 
attempted transaction(s) in our 
report, described in Objective A 
above. 

Underwriting Challenge Freddie Mac Action 

 Limited experience of newly converted ROC 
ownership organizations in operating a ROC 
and understanding and meeting requirements of 
sophisticated debt obligations 

 The unique nature of each property with regard 
to the ownership structure, rules and 
regulations, and asset requires a case-by-case 
analysis 

 

Year 1 – 2018  

1) Develop internal underwriting parameters and 
policy guidelines for ROCs that address 
particular components of the ROC market, 
including, but not limited to these: 

a. Borrower net worth and liquidity 
requirements 

b. Acceptable forms of subordinate debt 

c. LTV and debt coverage parameters 

d. Operating reserve requirements 

e. Third-party technical assistance 
requirements 

f. Home rental allowance 

g. Home sales requirements 

h. Rules and regulations enforcement 
covenants 

2) Provide one to three training session(s) to 
internal production and underwriting staff 
covering product parameters and underwriting 
guidelines. 

3) Provide one to three training session(s) to 
Freddie Mac seller/servicers covering product 
parameters and underwriting guidelines. 
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Market Impact 

Today, financing for ROCs is generally provided by CDFIs or banks using specialized products that often 
require considerable leverage with combined loan amounts in excess of the appraised value of the property. 
Additionally, these loans have limited secondary market outlets, which is one of many factors contributing to 
the relatively small size of this market. Although we have completed what we believe to be the only two ROC 
transactions by a GSE (and evaluated loan quote requests for several others), we have done so on a case- by-
case basis, leveraging current policies. As a result, we have learned first-hand the challenges of financing 
ROCs. By engaging in one sample transaction in Year 2, we will have the ability to test our offering parameters 
in the ROC market and refine our offering parameters based on this transaction as well as the results of our 
survey and analysis described in Objective A above.  

We believe this offering has the potential to both provide an outlet for current ROC financing providers and 
establish standards to enable other MHC financing providers, such as Freddie Mac’s existing Multifamily 
seller/servicers, to enter and further develop this market. This will also enable us to provide the benefits of our 
risk distribution models to this market. 

The volume under such an offering is likely to be minimal in the near and mid-term relative to the total MHC 
market and is directly related to the availability of technical assistance to the borrowers from industry experts 
and the ability to structure a product that provides sufficient leverage while maintaining safety and soundness 
and attracting private capital for risk distribution. However, we believe that the opportunity it creates has the 
potential for significant long-term benefit for ROCs. We believe our timeline for this objective is reasonable 
given our experience with ROCs to date, the needs of the market, the potential for refinement over time, and 
the benefit of sharing our experience with the market generally. 

OBJECTIVE C: PURCHASE RESIDENT-OWNED COMMUNITY LOANS 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Purchase 3 Affordable Not applicable 

As a result of our ROC offering described above and our study in years 1 and 2 of this Plan, we intend to measure 
ROC loan purchases in Year 3. In the first year after our landmark research and report publication, we expect the 
market will still be small and broad capital-markets interest will still be limited. Therefore, purchasing ROC loans 
and promoting those purchases and their replicability through press releases or news stories on our website will 
be fundamental to growing this market over time. 

Baseline 

Year Number of Transactions Total Amount ($) 

2014 0 0 

2015 0 0 

2016 2 $5.4 million
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We have purchased two ROC loans since the inception of our MHC program in 2014 for a total of approximately 
$5.4 million. To our knowledge, we are the only GSE to have purchased ROC loans. Our baseline is calculated 
based on the average of the last three years (2014, 2015, 2016): one transaction or $1,800,000. Our two prior 
transactions were brought to us as part of our normal course of business in 2016. In 2017, we have not 
purchased any loans on ROCs, and in the more than 150 loan quotes we have provided for MHCs through 
3Q2017, only one was for a ROC. Therefore, we do not view these two transactions as reliable predictors of 
future purchase volume.  

Target 

The ROC market, as described above, is relatively small, with perhaps up to 25 conversions per year. 
Additionally, there are other secondary market capital providers today in the form of life insurance companies and 
mission-driven banks, though their participation is somewhat limited, in part by the nature of their commitments 
and existing product infrastructure. Therefore, we believe that a target of supporting roughly 10 percent of this 
market, translated as the lesser of two transactions or $5 million, is a meaningful impact in our first year of 
deliberate ROC loans, especially given that the benefits from our survey and publication described in Objective A 
and the loan offering described in Objective B will take some time to gain market acceptance. We will likely seek 
to increase purchases in subsequent years as we refine our product offering and gain more market adoption. 

Year 2020 

Target The lesser of two transactions or $5 million 

As we gain experience in the ROC market, we may revise these targets given market conditions and the results of 
our pilot efforts described above. 

Market Challenges 

The primary challenge involved in making loan purchases on ROCs is the unique circumstances for a ROC loan 
to occur. For a ROC loan to initiate, the following must happen: A community must be put up for sale, the 
residents must want to own their community, a sophisticated tenant group must be appropriately organized to 
purchase, sufficient equity or equity- equivalent financing must be available, specialized debt financing products 
must be available, adequate technical assistance must be provided, and the seller must choose to sell the 
community to the residents. It is very rare that all of these factors combine to enable a transaction. 

This long list of requirements is lengthened by other factors. In the case of refinances, properties must show a 
history of stable operation and professional management of the community and borrowing entity. Also, and 
perhaps most importantly, the prevailing financing model in the market is not conducive to either significant 
growth or attracting the private-capital investment at scale necessary to distribute risk away from the public. 
ROCs generally require subordinate debt with foreclosure rights in addition to the senior loan, bringing the 
combined loan-to-value over 100. This falls well outside typical credit parameters for the GSEs.  

Market Impacts 

We believe having a stable capital source for senior debt will provide consistent liquidity to this market. Today, 
ROC financing is dependent upon select originators and investors, which makes the market narrow. With the 
introduction of a new product and future loan purchases, we can open this market to a wider range of private 
capital. This will remove barriers that restrict growth in the ROC market and enable the provision of a renewable 
source of capital. Our involvement in this market will provide long-term liquidity that will protect senior lenders 
from undue risk and expand the market to create more business flow. Our two transactions will be precedent-
setting, and, through press releases or deal stories that summarize the transactions, we will promote their 
replicability, which will lead to a growth in purchases in future years.
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Activity 4 – Manufactured Housing Communities 
with Certain Pad-Lease Protections: Regulatory 
Activity 

During the public listening sessions and consistently throughout our outreach, we have heard from advocacy 
groups that MHC tenant protections are key to creating a stable tenant base which, in turn, increases stability in 
the MHC market. 

We intend to work to provide a broader market understanding of the gaps between what the market currently 
offers for MHC tenant protections and what is identified in the Duty to Serve regulation, and explore ways to close 
that gap over time through the following objectives: 

 Conduct and publish a 50-state tenant protection survey. 

 Develop a pilot offering for MHC borrowers that institute Duty to Serve tenant protections. 

OBJECTIVE A: CONDUCT TENANT-PROTECTIONS SURVEY 

Evaluation Area Year Incomes Targeted Extra Credit 

Outreach 1 Affordable Not applicable 

In 2016, Freddie Mac commissioned a study of state tenant-protection laws in the top 11 states in which we 
purchase MHC loans.19 This study reviewed both laws specifically related to MHCs and laws generally applicable 
to tenant protections. The resulting data revealed that none of these 11 states has the necessary combination of 
tenant protections for eligibility for credit under the Duty to Serve regulation. 

We also reviewed a representative sample of leases from our top 10 MHC owner/operators whose properties 
contain the most home sites. In the course of our review, we did not discover the requisite combination of Duty to 
Serve tenant protections. 

Accordingly, we believe it is unlikely that an active market of MHC properties with these tenant protections 
currently exists. 

This study was designed to identify the presence or absence of a market, rather than to identify the gaps between 
current state tenant protections and the Duty to Serve tenant protections. The study was also limited in scope, 
and did not involve extensive borrower outreach. Therefore, in Year 1 of our Plan, we intend to expand the scope 
of our survey and focus on what needs to be done to develop an MHC market for properties with the full 
complement of Duty to Serve tenant protections. To do this, we will commission a 50-state survey of state MHC 
tenant-protection laws and perform outreach to a representative sample of MHC owner/operators to whom we 
have provided financing as well as investors in our risk-distribution offerings, such as our K-Deal. Our outreach 
will request MHC owner/operators’ views on the adoptability of Duty to Serve protections without a state law 
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requirement to do so, and how owner/operators might implement the Duty to Serve protections. We will also seek 
the input of investors in our securitizations to determine their views on these tenant protections and how they may 
impact securitization performance. This is a natural progression of the work that we began in anticipation of the 
Duty to Serve regulation. As a service to the market, and to encourage awareness, we will publish a report 
summarizing state-by-state tenant-protection laws and the gaps between those laws and the Duty to Serve tenant 
protections. We will also summarize impediments to voluntary adoption identified by the borrowers and 
securitization investors surveyed.  

Baseline 

Today, our research on tenant protections is limited to 11 states and focused on the tenant protections in the 
proposed Duty to Serve regulation. This research reveals the absence of a market of properties with the full set of 
Duty to Serve tenant protections within these 11 states. Our outreach will expand upon and update prior research 
to conduct a fifty state survey to determine the national scope of this market and our ability to conduct business. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

 We have not found a market for the full suite of 
Duty to Serve tenant protections. 

 We do not have a broad understanding of the 
gaps between current tenant protections and 
those identified in the Duty to Serve regulation. 

Resource Challenge 

 Throughout the Duty to Serve plan, we are taking 
on a considerable number of research efforts, all 
of which require extensive planning, as well as 
collaboration with key stakeholders, and analysis. 
The design and research of all of these objectives 
will have many unique components, and will 
leverage the expertise and skills of our internal 
research organization, whose focus extends 
beyond the scope of the Duty to Serve Plan. 

Year 1 – 2018  

1) Conduct 50- state review, obtain MHC 
owner/operator feedback, survey securitization 
investors, and publish results. Survey will 
include: 

a. List of tenant protections by state 

b. List of MHC tenant protections by state 

c. List of Duty to Serve tenant protections not 
covered in each state 

2) Study will examine the following points from 
state statutes and regulations: 

a. Requirements for written lease 
agreements, including any required 
minimum lease terms and automatic 
renewals 

b. Limitations on evictions and treatment of 
defaults 

c. Requirements for rent increases, 
subleasing and assignment and restrictions 
on tenant’s right to sell or place “For Sale 
Signs”  

d. Requirements to provide tenants with 
notice of change of use or intended MHC 
closure 

3) Study will identify gaps between state tenant 
protections and Duty to Serve tenant protections 
and any barriers to adopting this specific set of 
tenant protections. 
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4) Study will be published on our website, 
distributed to manufactured housing research 
organizations, advocacy organizations, and the 
MHC seller/servicer network, and will be 
promoted with a press release. 

Market Impact 

We believe that expanding the scope of our recently-completed 11-state survey to cover all fifty states, as well 
as borrower and investor feedback, is an important first step in developing and growing the market for MHCs 
with Duty to Serve tenant protections. Our preliminary research gave an indication of the market, or lack 
thereof, for MHCs with Duty to Serve tenant protections.  

Expanding upon our research to represent all 50 states will lay the foundation to make future MHC loan 
purchases. Publishing the results of our survey will give borrowers, states, and the general public a better 
sense of the tenant protections that exist and those that need to be implemented in order to meet the full 
complement of Duty to Serve tenant protections. From the results of our survey, we see the following benefits: 

1. We will be better able to identify the optimal set of product parameters for our pilot offering described in 
Objective B below. 

2. States will be better positioned to assess and close the gaps between their current tenant protections 
and those deemed optimal by FHFA. 

3. Borrowers will have clarity as to what tenant protections they could voluntarily add to their leases, in 
combination with state tenant protections, to meet the standards identified by FHFA. 

4. In the event that borrowers or investors identify barriers to adopting of the Duty to Serve tenant 
protections, we will be able to inform FHFA and the market of such barriers and potential alternative 
combinations of protections. 

Over time, should states and borrowers choose to adopt the Duty to Serve tenant protections, this will enable 
the formation of a market of MHCs with such tenant protections. 

OBJECTIVE B: DEVELOP PILOT OFFERING FOR BORROWERS THAT INSTITUTE DUTY TO SERVE 
TENANT PROTECTIONS 

Evaluation Area Year Incomes Targeted Extra Credit 

Loan Product 2 and 3 Affordable Not applicable 

In our research to date, we have not found states that require the full complement of Duty to Serve tenant 
protections, nor have we identified MHC owner/operators (other than ROCs or non-profits) who have included the 
full complement of Duty to Serve tenant protections in their leases. Given that these tenant protections are neither 
a common market practice nor required in full by state law, unless state laws change, we will likely need to offer 
some form of incentive or recognition for borrowers to adopt these protections in full. At this time, the specifics of 
the necessary combination of incentives and product parameters are not known.  

Freddie Mac will work with seller/servicers, industry experts, and MHC owners to develop a pilot offering that 
recognizes borrowers who adopt the full complement of Duty to Serve tenant protections pursuant to state law, 
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through voluntary adjustments to their leases, or a combination of both. The development of the pilot’s terms will 
be largely dependent upon the results of our 50-state survey and our work with industry experts and MHC 
owners. We also plan to publish lessons learned from our pilot and, depending on these results, seek market 
guidance on what is required for this market to develop. 

Baseline 

To date, Freddie Mac has not purchased any loans on properties that have this specific set of Duty to Serve 
tenant protections, nor have we seen any evidence that such properties are available in the market. Our current 
MHC offerings do not have specific recognition or incentives for this set of tenant protections. Our pilot offering 
will be the first Freddie Mac product of its kind and will illustrate whether or not there is market appetite for this 
particular combination of tenant protections. 

Challenges, Actions and Market Impacts 

Market Challenge Freddie Mac Action 

 Limited understanding of the gap between 
current market practice and the market potential 
for the Duty to Serve tenant protections. 

 Limited market interest beyond ROCs and non-
profit entities for adoption of Duty to Serve tenant 
protections. 

 Unclear path to, or optimal method of, 
implementation of the Duty to Serve tenant 
protections  

Year 2 – 2019  

1) Publish a term sheet on our website for an 
offering that incentivizes or recognizes 
borrowers who adopt the full complement of 
Duty to Serve-compliant tenant protections 
through state law, voluntary adjustments to 
their leases, or a combination of the two. 

2) Term sheet will contain at least the following 
elements: 

a. Product overview and loan purpose 

b. Borrower and/or property eligibility 
requirements 

c. Loan-to-Value limits 

d. Debt coverage limits 

e. Allowable lengths of loan term 

f. Allowable lengths of amortization  

g. Required tenant protections to be found in 
lease terms, in state law, or in the 
combination thereof 

3) Engage one or more seller/servicers and 
one or more MHC sponsors to test and 
refine the pilot concept. Because of the 
absence of a market for MHCs with the 
specific set of Duty to Serve tenant 
protections, this pilot will be available 
nationally to communities affordable to 
residents who make 100 percent of AMI or 
less, based on FHFA’s recommended 
estimation method. 

4) Provide one to three training sessions to 
internal production and underwriting staff 
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covering product parameters and 
underwriting guidelines. 

5) Provide one to three training sessions to 
Freddie Mac seller/servicers covering 
product parameters and underwriting 
guidelines. 

Year 3 – 2020  

1) As part of the pilot, purchase at least one loan 
on a community with the full complement of 
Duty to Serve tenant protections. 

2) Publish lessons learned from our pilot and, 
depending on the results, seek market 
guidance on what is required for this market to 
develop. If we are unable to purchase any 
loans with the full complement of Duty to Serve 
tenant protections, this report will include a 
description of attempts made and a summary of 
market feedback we received.  

3) We will view this pilot as successful if we are 
able to either (1) purchase a loan as a result, 
(2) receive recommendations from the 
seller/servicer and/or the borrower on how we 
might adjust product terms to better create this 
market, or (3) provide FHFA with market 
feedback on the viability of this particular 
combination of tenant protections. 

Market Impact 

In order to determine market interest and potential, it is important to test market appetite with a pilot offering to 
recognize or incentivize borrowers who adopt all of the Duty to Serve tenant protections. This pilot is a 
foundational activity that we believe is required to advance the future development and growth of a market that 
adopts the Duty to Serve tenant protections. 

This pilot will also clearly indicate if borrowers can be incentivized to add the full complement of Duty to Serve 
tenant protections to their leases when they have other sources of financing available to them that will likely 
continue to have no expectation that such protections be considered. Success will be in the form of the lessons 
learned and shared with the market, not necessarily in resulting purchases in the first Plan Term. 

Through this product, we expect to be able to leverage our industry leading risk-distribution methods, which 
leverage private capital to promote safety and soundness. 
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