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1. Preface

America’s housing system does not guarantee equal outcomes for all of our people. But Fannie Mae believes in striving
for a housing system that provides the greatest possible access to housing options that are affordable, safe, and
sustainable for the greatest number of families. In fact, that's why we were created.

In 1938, the United States government identified a critical underserved part of the housing market: the market for long-
term fixed rate mortgages. The government believed these new-style loans could contribute to economic stability and
provide homeowners a safe, affordable path to homeownership. Banks were reluctant to provide a long-term commitment
of their capital to make the loans, so the government created Fannie Mae to be a ready buyer for these mortgages. In the
80 years since, Fannie Mae’s ability to buy and securitize 30-year fixed-rate home loans has helped to make these
mortgages a defining feature of American home buying.

Today, the government is charging Fannie Mae with a duty to serve additional parts of America’s housing market that are
currently underserved: manufactured housing, affordable housing preservation, and rural housing. The Housing and
Economic Recovery Act of 2008 (HERA) assigns both Fannie Mae and Freddie Mac (the Enterprises) with a “Duty to
Serve” each of these markets by increasing the liquidity of mortgage investments and improving the distribution of
mortgage investment capital for families of modest means. At the end of 2016, our regulator, the Federal Housing Finance
Agency (FHFA) adopted implementing regulations (Regulations) requiring the Enterprises to submit three-year Duty to
Serve Underserved Markets Plans (Plans) '. The pages that follow describe Fannie Mae’s three Plans — one for each
underserved market — in detail for 2018 — 2020. As importantly, they describe our thinking, our principles, and our
strategic approach to this challenging work.

Fannie Mae welcomes this challenge because we believe our experience, knowledge, and capabilities will make a
difference in these markets. Working with lenders and other partners to create housing opportunities that are affordable is
what drives every facet of our business, and we are prepared to bring everything we have learned to bear in fulfilling our
Duty to Serve.

We recognize that there are no easy solutions to the tough and often long-standing challenges that characterize each of
these markets.

Some of the reasons these markets are underserved are easy to identify, but not easy to solve. Each of the underserved
markets suffers from a lack of affordable housing capital. But why? As a secondary market participant, what can Fannie
Mae do to spur the primary market to provide more capital? What other changes would bring capital into the market? Are
the necessary stakeholders willing to make needed changes? Will new, innovative products attract investors? How can
we make sure that the new financing is safe and sustainable? What has been tried before and worked? What hasn’t, and
why not?

In other instances, the reasons a market is underserved are hard to identify and analyze due to lack of available data and
necessary information. In those cases, much more foundational work is needed before proposing solutions.

In all instances, it is clear that no single participant in the housing finance system can turn an underserved market into a
well-served market. It will take strong partnerships and a high degree of collaboration among a wide range of stakeholders
to make a difference in all three Duty to Serve markets.

All of these factors drove the development of our three Duty to Serve Plans. Each Plan is based on the following strategic
priorities:

¢ Analyze: Fannie Mae will bring its considerable research and analytical capabilities to bear to understand the
toughest challenges facing each underserved market. These markets lack the deep and broad data-driven
understanding enjoyed by participants in well-served housing markets.
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e Test and Learn: Fannie Mae will test and evaluate adjustments to our own products and programs to identify
ways to serve these markets better with our existing business activities. We will also seek to design and
undertake pilot programs and new initiatives, where appropriate, that will purposefully identify the strengths and
weaknesses of our own, and the markets’, capabilities and potential.

o Partner and Innovate: We are committed to listening to and working closely with existing and new partners to
understand how we can support these challenging markets in new ways, based on sound facts, with loan
products that make sense. Our effectiveness in meeting our Duty to Serve these three underserved markets will
only be as strong as our ability to innovate and build partnerships with the stakeholders who best understand
these markets.

e Do What We Do Best: Our commitment to affordable housing is more than just a series of regulatory
requirements, it is a fundamental component of who we are as a company. By harnessing the power of the
secondary market, we strive to bring private capital to make housing more affordable in all markets and we are
excited to focus in areas that need the most help. Developing the standardization and scale necessary to
leverage private capital in these markets will be difficult — but we embrace the challenge and are committed to
finding new ways and new partners to better support these underserved markets.

Fannie Mae is committed to moving forward with our partners to build a stronger, safer, more efficient housing finance
system. As part of this commitment, we look forward to fulfilling our Duty to Serve the markets for manufactured housing,
affordable housing preservation, and rural housing. This will be hard work. It will require real creativity and real
commitment. It is the kind of challenge that inspires the people who work at Fannie Mae. We invite you to learn more
about our Duty to Serve Plans in the pages that follow and to let us know your thoughts on how we can improve them.
Most of all, we invite your support in making them come to life for homeowners and renters in need of more housing
options that are safe, sustainable, and affordable.

1. Introduction to the Duty to Serve Plans

The FHFA Regulations implementing the Duty to Serve provisions of HERA became effective in January 2017. The
Regulations identify the statutory and regulatory activities for which the Enterprises are eligible to receive Duty to Serve
credit in the three underserved markets, allow for additional eligible activities in those markets, and allow “extra credit” for
certain activities identified by FHFA.

e For the Manufactured Housing Market, the Regulations provide eligibility for Duty to Serve credit for four
regulatory activities: (1) manufactured homes titled as real property; (2) manufactured homes titled as personal
property (chattel); (3) manufactured housing communities owned by government instrumentalities, non-profits, or
their residents; and (4) manufactured housing communities with specified minimum tenant pad lease protections.

e For the Affordable Housing Preservation Market, there are nine statutory activities available for Duty to Serve
credit related to: (1) the Section 8 rental assistance program; (2) the Section 236 rental and cooperative housing
program; (3) the Section 221(d)(4) moderate-income and displaced families program; (4) the Section 202 housing
for the elderly program; (5) the Section 811 housing for persons with disabilities program; (6) the McKinney-Vento
permanent supportive housing projects (homeless assistance); (7) the Department of Agriculture’s (USDA)
Section 515 rural rentals program; (8) debt financing of low-income housing tax credits; and (9) other comparable
State or local affordable housing programs.

FHFA has also identified seven regulatory activities available for Duty to Serve credit for the Affordable Housing
Preservation Market related to: (1) financing of small multifamily rental properties; (2) financing of multifamily
energy efficiency improvements; (3) financing of single-family energy efficiency improvements; (4) affordable
housing preservation (shared equity) financing; (5) the Department of Housing and Urban Development’s (HUD)
Choice Neighborhoods Initiative; (6) HUD’s Rental Assistance Demonstration program; and (7) financing of the
purchase or rehabilitation of distressed properties.
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e For the Rural Housing Market, FHFA has identified four regulatory activities for which Duty to Serve credit is
available. They are activities relating to supporting: (1) housing in high-needs rural regions (Middle Appalachia,
the Lower Mississippi Delta, colonias, and rural persistent poverty counties); (2) housing for high-needs rural
populations (Native Americans in Indian areas and agricultural workers); (3) financing of rural housing by small
financial institutions; and (4) small multifamily rental properties in rural areas.

In addition, the Enterprises may receive extra credit for engaging in activities relating to: (1) a manufactured homes chattel
pilot; (2) residential economic diversity activity in the Affordable Housing Preservation Market; (3) services to high-needs
rural regions; and (4) services to rural high-needs populations.

The Regulations require each Enterprise to propose a three-year Plan for serving each of the underserved markets, which
was subject to public review and comment. The Regulations specify what information must be included in the Plans,
which is reflected in their format. Among other things, Plans must identify specific, realistic objectives and related
strategies, measures, time periods, and relevant market opportunities. Prior to becoming effective, each of the Plans must
receive a “non-objection” from FHFA.

FHFA will then rate each Enterprise’s performance annually under its Plan based on reporting provided throughout the
year. Final Performance Scores range from a low of “Minimally Passing™ to a high of “Exceeds.”

Performance of the Objectives set forth in the Plan is evaluated on a qualitative and quantitative basis, taking extra credit
activities into consideration. One of the four evaluation factors identified in the Plan — outreach, loan product development,
loan purchases, and investments — is applied to each Objective. The Plans must also serve families of modest means in
each year including very low-, low-, and moderate-income families.

Fannie Mae’s Duty to Serve Plans for the underserved markets were developed against the backdrop of the laws under
which Fannie Mae operates. Understanding those laws helps in understanding what is and is not in the Plans.

Fannie Mae traces its genesis to 1934, when Congress passed the act authorizing our charter as part of Franklin D.
Roosevelt's New Deal legislation. Through a series of later statutes, the company became privately owned and subject to
the regulatory authority of FHFA. We continue to operate today under the Federal National Mortgage Association Charter
Act (Charter Act).

The Charter Act defines our mission as providing liquidity, increasing stability, and promoting affordability in the secondary
residential housing market. It also directs Fannie Mae to promote access to mortgage credit throughout the nation
including central cities, rural areas, and underserved areas by increasing the liquidity of mortgage investments and
improving the distribution of investment capital available for residential mortgage financing.

The Charter Act provides certain powers that allow Fannie Mae to meet its statutory mandates. For example, it authorizes
us to engage in the purchase and securitization of single-family and multifamily residential mortgages and issue debt
obligations and mortgage-related securities. Our general corporate powers enable us to enter into contracts, buy and
lease property, and take other actions necessary or incidental to the proper conduct of our business.

At the same time, the Charter Act imposes certain limits on Fannie Mae’s activities in the secondary market. There are
loan limits on the single-family conventional loans that we acquire, and if the loan-to-value ratio is over 80 percent, the
loan must have a credit enhancement, such as mortgage insurance. The Charter Act also prohibits us from originating
loans in the primary mortgage market, and we may not purchase or securitize mortgages on properties outside of the
United States and its territories.

With the enactment of HERA, Congress augmented Fannie Mae's affordability mission, directing us to serve three
underserved markets that lack adequate credit through conventional lending sources. Congress intended these duties to
complement and supplement our affordable housing goals, requiring us to "provide leadership" beyond simply purchasing
mortgage loans. Congress made clear that our performance should be evaluated based on the totality of our efforts,
including our development of innovative loan products, outreach to market participants, volume of loans purchased, and
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amount of investments. The focus on innovation, outreach, and investments, in addition to loan purchases, demonstrates
Congress' recognition that, to provide leadership to underserved markets, Fannie Mae would need to stretch its efforts.

The scope of our statutory authority in many ways drives our Duty to Serve activities. For example, our authority to
purchase and securitize loans can provide stability and liquidity in the underserved markets, but we cannot purchase and
securitize loans unless and until they have been originated. Similarly, we can support affordable multifamily apartments by
providing their permanent financing, but we cannot undertake their construction. Accordingly, our Duty to Serve activities
must necessarily take the form of working closely with our lender partners to resolve the problems that discourage them
from extending residential credit in certain areas.

Fannie Mae is ready to do more to serve the markets for manufactured housing, affordable housing preservation, and
rural housing. What follows are three Plans — one for each market — that outline three years of activities projected to
commence in January 2018. We look forward to implementing our Plans as part of our broader mission to create housing
opportunities that are safe, sustainable, and affordable, while managing risk to protect lenders, homeowners, and
taxpayers.

Duty to Serve Underserved Markets Plan
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Disclaimer

Implementation of the activities and objectives in Fannie Mae’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.
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Fannie Mae’s Strategic Priorities for the Manufactured Housing Market

In 2015, Fannie Mae began to engage in a variety of outreach activities designed to gather information from market
stakeholders about challenges and possible solutions in the three Duty to Serve underserved markets. This included the
single-family manufactured housing and the multifamily Manufactured Housing Communities (MHC) markets.

We held manufactured housing roundtables, attended numerous conferences, and spoke directly with
stakeholders in the market, including owners, lenders, non-profits, trade associations, and more.

Additional information on the Federal Housing Finance Agency (FHFA) Regulations was supplied during the
public comment period. These comments provided feedback on implementing the Duty to Serve provisions of the
Housing and Economic Recovery Act of 2008 (Regulations) where we heard from a broader group of
stakeholders, including many homeowners.

Still more information was gathered through the four listening sessions, hosted by FHFA along with Fannie Mae
and Freddie Mac (the Enterprises) earlier this year, to enable stakeholders to make recommendations about what
they believe should be in the Enterprises’ Underserved Markets Plan (Plans).

Finally, additional commentary was provided in response to FHFA'’s request for public input regarding a chattel
pilot.

From the information we gathered, our own experience and analysis, and the requirements set by FHFA, Fannie Mae
established four strategic priorities for our service to the underserved markets. Because the issues are numerous and the
problems complex in each market, we believe it is essential that we simplify our approach. This is particularly true for our
first Plan. Accordingly, our strategic priorities for the Manufactured Housing Market include the following:

Analyze: Fannie Mae will bring our considerable research and analytical capabilities to bear to understand the
toughest challenges facing each underserved market. These markets lack the deep and broad data-driven
analysis enjoyed by participants in well-served housing markets. For this reason, our Plan seeks to conduct
significant market research where the existing data is particularly insufficient such as in the areas of chattel loan
performance or the variations in the types of ownership of MHC. In addition, we will analyze our own portfolio and
share our findings to further the market’s access to data.

Test and Learn: Fannie Mae will test and evaluate adjustments to our own products and programs to identify
ways to serve these markets better with our existing business activities. We will also seek to design and
undertake pilot programs, where appropriate, that will purposefully identify the strengths and weaknesses of our
own, and the markets’, capabilities and potential. Under our Plan, a pilot program would be created for the
acquisition and securitization of chattel mortgages. In addition, we will implement a pilot for the acquisition of
mortgages on resident-owned MHC (ROC). Both will be designed with an eye to ultimately bringing more liquidity
to these markets.

Partner and Innovate: We are committed to listening to and working closely with existing and new partners to
understand how we can support these challenging markets based on sound facts, with loan products that make
sense. Our effectiveness in meeting our Duty to Serve these three underserved markets will only be as strong as
our ability to innovate and build partnerships with the stakeholders who best understand these markets. In our
proposed activities we look forward to working with governmental entities, non-profits, and resident owners to
bring more liquidity to MHC that have these owners. We also will be working with investors to determine what
securitization structures are appropriate for chattel mortgages. Our many forms of outreach will be to market
stakeholders throughout the nation.

Do What We Do Best: Our commitment to affordable housing is more than just a series of regulatory
requirements, it is a fundamental component of who we are as a company. What we were established to do and
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what we do best is to facilitate a secondary market by purchasing mortgages — and that is what we need to do in
this market. In some instances - like with chattel — we have to build a scaffold to get there by conducting
research, enhancing or developing loan criteria, and assessing performance before creating opportunities for
mortgage acquisitions. In some instances we are already there — as reflected in a simple commitment to purchase
more manufactured housing mortgages where we can safely do so.

Our four strategic priorities have been woven into our Plan. To highlight their incorporation, one or more of them is
referenced for every Objective we put forward. An overview of our Objectives appears in Part V of this Plan.

Some of our Objectives propose investments we want to make, subject to compliance with Fannie Mae’s Charter Act and
receipt of FHFA approval, or numbers of loans we intend to buy. However, this is an inexact science. Next year or in three
years, the market may undercut our ability to achieve these goals. Alternatively, it may support efforts to do even better.
Accordingly, we see this Plan as a living document that will have to change over time. We look forward to working with the
manufactured housing community to be responsive to the ongoing needs of this market, whatever and wherever they may
be.

Il Overview of the Manufactured Housing Market

A.  The Single-Family National Manufactured Housing Market

This overview is provided to place the Plan in the context of this market (including identifying significant data gaps) and to
provide information relevant to market needs and opportunities.

Based on data compiled for 2016, pursuant to the Home Mortgage Disclosure Act (HMDA)," the total Manufactured
Housing Market share was approximately 1.7 percent for government loans, 1.7 percent for conventional loans, and 1.7
percent for total originations.

i Total Manufactured Housing Market Share
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1 Pub. L. 94-200. 89 Stat. 1125, enacted Dec. 31, 1975 (codified at 12 U.S.C. §§ 2801 — 2811). Unless otherwise specified, HMDA data
utilized for this analysis excludes loans for investor owned properties, home improvement loans, and second liens.
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Manufactured housing may be titled as either personal (chattel) or real property (non-chattel). How the manufactured
home is titled affects the available options for financing. Structures titled as personal property are only eligible for chattel
financing while structures titled as real property may be financed through conventional loans. Many factors might impact a
borrower’s decision for titling and financing a manufactured home, including but not limited to taxes, credit standing, the

recommendations of their broker or seller, and even location.

Regardless of the borrower’s decision, there are various financing options that are available for both chattel and non-

chattel loans.

Primary Market Loan Type

Chattel | Non-Chatel

Eligible @ Eligible

Federal Housing Administration (FHA) Guaranteed Loans = Ginnie Mae ,
Veterans Administration (VA) Guaranteed Loans  Ginnie Mae | X X

Fannie Maes | §

and Freddie X
Conventional Conforming Loans - Mac |

Private Label | X |
Personal Property Loan (Conventional) _ Security i g
Non-Government Sponsored Enterprise (GSE) Eligible = Private Label ;
Conventional Loans : Security X | X

Note: In addition o the above, loans may be held in lenders’ porfolios.

Although both chattel and non-chattel loans are eligible for FHA and VA financing, as shown below, the share of

government loans within the Manufactured Housing Market is relatively small.

MH Conventional vs. Government Loans
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The key characteristics of chattel financing for manufactured housing compared with non-chattel financing include:
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e Shorter loan terms (typically 20 years instead of 30);

e Higher interest rates (at least two to five percentage points);

e Fewer rights when in default; and

e A more limited pool of lenders, due to the lack of a secondary mortgage market.

Many mortgage lenders do not originate chattel loans mostly due to risk factors and the lower property value associated
with these loans. Significant numbers of chattel borrowers may be eligible to qualify for a non-chattel loan, but do not
realize it. According to the Consumer Financial Protection Bureau (CFPB), the lending market for chattel loans is
concentrated among just a few lenders: Vanderbilt Mortgage, U.S. Bank, San Antonio Federal Credit Union, 21st
Mortgage, and Triad Financial Services.2

Manufactured housing is available at a significantly reduced cost when compared to site-built housing. The average sales
price of a new single-section manufactured home was approximately $43,000 in the first six months of 2014.3 The median
sales price of a new site-built home, including land, during that same period was $288,000. Moreover, in 2013 the cost per
square foot was less than half the cost of site-built construction.*

Manufactured housing owners tend to be about the same as the rest of the homeowner population; the average owner
age is 56. The average size of the household tends to be small at 2.35 persons. While 38 percent of the national
homeowner population has a bachelor’s degree or higher, only about 8.7 percent of manufactured homeowners achieve
the same.5 Nearly 20 percent of manufactured housing households have a single head of household with no children in
the home; for site-built homes this is true for less than 15 percent of households. Approximately 32 percent of
manufactured housing households are headed by a retiree, compared to 24 percent for site-built households.®

Manufactured housing serves as a significant source of affordable housing for borrowers of more modest means. More
than 22 percent of manufactured housing residents have incomes at or below the Federal poverty line. The median
annual housing income for those living in manufactured housing was $28,400 as compared to a national median of
$52,250.7 Nonetheless, households living in manufactured homes still are likely to be “cost burdened” in that they spend
more than 30 percent of their income on housing. For example, approximately 27 percent of families living in
manufactured housing in Middle Appalachia are cost burdened.®

2 Manufactured housing consumer finance in the United States, CFPB, 23 (Sept. 2014) (CFPB Report). Available at
http://files.consumerfinance.gov/f/201409 cfpb_report manufactured-housing.pdf. Note that Vanderbilt Mortgage and 21st Mortgage
are both subsidiaries of Clayton Homes, which is a subsidiary of Berkshire Hathaway.

3 CFPB Report at 20 (Sept. 2014).

4 d.

52015 American Housing Survey, Census Bureau.

6 CFPB Report at 6.

7 Manufactured Housing Institute, comments on the Proposed Duty to Serve Rule, 3 (Mar. 17, 2016).

8 Mobile and Manufactured Homes in Central Appalachia and Alabama: Age, Conditions and Need for Replacement, Virginia Center for
Housing Research 4, (Sept. 2016).
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Share of Affordable Loans. MH Orniginations vs Non MH Originations
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Manufactured housing represents a significant percentage of all housing in rural areas. Nearly 20.7 percent of the
occupied housing stock in Middle Appalachia is manufactured homes.® That figure drops only slightly in the Lower
Mississippi Delta to 17 percent.'® It is estimated that 19.2 percent of the occupied housing stock in colonias along the U.S.
border consist of manufactured homes.
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HMDA data reflects that in more recent years since 2012, the share of refinance originations in manufactured housing has
been decreasing from about 40 percent to 30 percent. The greater manufactured housing activity has been in purchase
money originations while single-family housing activity is evenly distributed across refinances and purchase money

9 Taking Stock: Rural People, Poverty, and Housing in the 215t Century, Housing Assistance Council, 72 (Dec. 2012). Available at
http://www.ruralhome.org/component/content/article/587-taking-stock-2010.

10 Id. at 90.

11 Id. at 62.
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originations. The single-family market has experienced a similar drop in refinance activity since 2012 but the share has
picked up in recent years to 49 percent.

Number of Manufactured Housing Purchase Money Originations and Refinances
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As a percentage of originations within a State, based on 2016 HMDA data, West Virginia, Mississippi, and Louisiana are
the top three States in the nation with, respectively, 1,756, 2,726, and 4,628 manufactured housing loans financed.
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2016 Manufactured Housing Share of Originations, by State Reported in HMDA
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However, the top three States for number of manufactured housing originations nationwide, according to 2016 HMDA
data, were Texas, California, and Washington State with, respectively, 11,137, 8,184, and 6,298, mortgages originated.
There are currently a number of challenges in sizing the national single-family Manufactured Housing Market. Paramount
among these is that there is no loan level market data source that is comprehensive enough to allow for a breakout of
manufactured housing loans by chattel and non-chattel loans. There are several reasons for this:

Although this will change for 2018, currently HMDA data does not provide a breakout between chattel and non-
chattel loans. In addition, HMDA data may under-report the market because it is serviced by smaller financial

institutions that often are not required to report under HMDA.

[ )
Census data that provides manufactured housing shipment statistics (i.e., new units), is not mortgage data and

does not capture re-sales or refinancing.
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e Other loan level data sources that are commonly used in the industry, such as CoreLogic or Black Knight, also do
not provide a breakout between chattel and non-chattel loans, in addition to having an even smaller coverage
than HMDA.

Some sources provide instructive (but not definitive) information about the size of the market. For example, the CFPB
reports that:

e An estimated 65 percent of borrowers who own their land and who took out a loan to buy a manufactured home
between 2001 and 2010 financed the purchase with a chattel loan.?

e About 48 percent of households that live in manufactured homes own both the home and the land it is placed on;
about 30 percent rent the land but own the home; and about 18 percent rent both the home and the land.3

e In 2013, only 14 percent of new manufactured homes were titled as real property.'4

e Manufactured homes in land-lease communities, about 30 percent of all manufactured housing placements in
recent years, are generally only eligible for chattel financing.'®

According to Prosperity Now'®, the U.S. Census Bureau reported that in 2008, out of approximately 79,000 new
manufactured homes, 50,000 (or approximately 63 percent) of these were titled as chattel, even though 75 percent were
placed on private land (i.e., not in a land-lease community).'” In 2006, citing from a 2005 study, the Center for Community
Development Investments of the Federal Reserve Bank of San Francisco placed the share of manufactured houses titled
as real estate at one-third.'® By 2013, the U.S. Census Bureau was reporting that the share of new manufactured homes
titled as real estate had decreased from 28 percent in 2009 to 14 percent.'®

B.  The Multifamily Manufactured Housing Communities Market

This overview of the MHC market is provided to place the Plan in the context of this market (including identifying
significant data gaps) and to provide information relevant to market needs and opportunities.

Contrary to popular belief, most manufactured homes are not located in large MHC. Rather, according to the 2015
American Housing Survey, less than 30 percent of manufactured homes are located in MHC with at least seven units.20
Among manufactured homes located in communities, 80 percent are owned by their inhabitants. However, only 14
percent of MHC residents also own the lot on which their unit is placed.

According to the CFPB, ownership of MHC is highly fragmented and populated with many single-site operators. The
largest groups of MHC owners are publicly and privately held Real Estate Investment Trusts (REIT) property investment
firms, and specialty institutional investors. The largest publicly held portfolio of MHC is owned by Equity LifeStyle
Properties, a Chicago based REIT, and consists of 201 MHC properties with over 70,000 manufactured home and MHC

12 CFPB Report at 6.

13 1d. at 21.

14 1d. at 23.

15 1d. at 24.

16 f/k/a Corporation for Economic Development

17 Manufactured Housing Resource Guide, Conventional Mortgage Financing, CFED, 1 (June 2010).

18 Sean West, Manufactured Housing Finance and the Secondary Market, 2 Community Development Investment Review, 39 (2006).
19 U. S. Census Bureau, Cost & Size Comparisons: New Manufactured Homes and New Single-Family Site-Built Homes (2007 —
2013).

20 Table C-01-AH, 2013 American Housing Survey (AHS) and Fannie Mae tabulations of 2015 AHS microdata.
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model home sites.?! Further, the CFPB reports that most recently the industry has been consolidating with investors
acquiring both single-site operators and larger portfolios of manufactured home community assets.??

There is currently very limited data available on MHC, which makes it difficult to establish the size of the market. There
are several reasons for this:

HMDA data, which is the source that is commonly used to size the mortgage market, does not provide reliable
loan information on MHC.

The American Community Survey tracks owners and renters who inhabit manufactured housing, but does not
track the number of MHC.

The American Housing Survey indicates whether a manufactured home is located in a group setting or scattered
site setting, but does not track MHC directly.??

To the extent there is data available, the data itself may be incomplete or difficult to secure. For example, States
that require MHC to register with them for health or housing reasons may maintain this data, but it would be
difficult to collect this information State-by-State and create a consistent database with consistent data.

Free data may not focus on the relevant subject area (e.g., Marcus and Millichap reports on performance of MHC
rather than sizing data).

Nonetheless, an estimated 37,000 MHC have been verified and tracked. They are distributed throughout the U.S. as
provided below.

21 CFPB Report at 42.

22 |d.

23 The US Census designates manufactured home sites gathered close together as a “group,” regardless of whether they are in MHC
or on adjacent individually-owned lots, but it does not directly track the number of MHC.
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Source: Datacomp/dLT

Nofe: Datacomp JLT created and maintains the MHI Database.

Approximately half of all MHC are concentrated in just 10 States with heavy concentrations in Florida, California, and

Texas.
Florida MHC Texas MHC
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The size of MHC may vary significantly from below five units to more than 500.
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Distribution of MHC by Number of Pads
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Note: Based on an estimated 16, 100 MHC where the number of pads /s known.

The stock of MHC is aging, with most of the stock built prior to 1980.

Distribution of MHC by Year Built
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Source; Datacomp/dlT
Note: Datacomp/dLT created and maintains the Manufactured Housing institute Database.
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While the beginning of the century saw significant construction, in the second quarter of 2017, only eight new MHC were

under construction with fewer than 1,000 pads being built.

MHC Under Consiructlon as of June 30, 2017
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Manufactured housing continues to not only serve as a source of affordable housing, but as a source of housing that is
significantly less expensive than traditional brick and mortar multifamily rentals. Nationwide, manufactured homes have

rents that are approximately half of traditional multifamily rents.

Median Manufactured Housing Rents vs Multifamily Rents
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Source: REIS, Inc. for asking rents. Fannie Mae Tabulations of 2014 American Community Survey Data for MHC rents.
Note: Rents include utilities; rents based on all manufactured housing rentals including those outside of manufactured housing communities
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As shown on the chart below, asking rents for new units are slightly higher than existing units, but still well below
apartment rents.

Lowest Asking Rent Markets:

Existing Unit Average Market Hew Unit Average Rent
Rent
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Historical transaction volumes for MHC vary by source. Real Capital Analytics (RCA) provides the most consistently
robust source of data. While not a comprehensive source of data for MHC property sales, RCA provides a window into the
MHC sector. As shown in the chart below, transactions involving MHC properties totaled an estimated $3.8 billion from
January through mid-August 2017, compared to $8.5 billion in all of 2016.

MHC Sales and Refinances January 1, 2007 — August 24, 2017
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Generally, between 1,000 and 2,000 arm’s length transactions reflecting a change in ownership occur annually with one-
third of transactions related to age restricted communities and two-thirds of transactions related to all-age communities.
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Manufactured Housing Community Sales Volume 2006-2016 by Type of Community

Unknown
2017 8 50 58
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Although not a comprehensive source of MHC data, RCA can provide a window into lending on MHC. While lending on
MHC has risen substantially since the end of the recession, the volume still remains low. Lending appears to be under $4
billion annually.

MHC Lending Volume Jan 1, 2007 — June 30, 2017
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Lending in 2016 — 2018 is expected to be active with a minimum of $2.4 billion in MHC loans maturing during this time.
The number of maturing loans in 2019 is expected to be about equal to those maturing in 2018, with a significantly
increased number expected for 2021, and then a very significant number in 2022, when close to $7 billion in MHC loans
will mature.
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MHC Loan Volume Maturing 2016 - 2025

580 500
570 450

A00
580

350
580 300
4.0 250
810 200

150
20

I 100
: m E N w
0.0 - — —— - o
2018 T 208 2019 2000 2021 a2 a3 2024 s frieri

= Loan Volume (Bilkons)  —s=MNumiber of Properties

Finally, investment activity in MHC is also active. While publicly-listed REITs remained active in the MHC sector during
2017, private entities had the highest share of investment in MHCs through mid-August 2017, as seen in the chart below.
Private investors, which include privately-owned companies and real estate developers, represented 69 percent of MHC
purchase volume through mid-August 2017, followed by public REITs at 16 percent. Institutional investors, which can
include insurance companies, equity funds, and sovereign wealth funds, came in third with estimated 14 percent of
purchase volume.

Buyer Composition 2013 - 2017
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wOther sPmate sRETLsted »nstiubonal = Cross-Border

Source: Real Captar Andiyics
UserAJiner imvesion category Mcindes. Corporaion, GoveTmen, Non-Proft, Reigows at Educabonal nsbidans

While Sun Communities remained the top investor over the last 24 months, investing almost $1.8 billion in 117 MHC
properties, foreign investors also remained interested in the sector. For example, the Government of Singapore
Investment Corporation (GIC), which is the sovereign wealth fund of Singapore, invested almost $1.5 billion to gain a
majority interest in 178 MHC properties. The opportunity was created when Yes! Communities, one of the largest owners

Duty to Serve Underserved Markets Plan
for the Manufactured Housing Market Effective 12.14.2018 MH18



and operators of MHC properties, sold a nearly 71 percent equity interest in its combined businesses to institutional

investors, including affiliates of GIC. (Note that Fannie Mae helped provide financing).

Top Buyers Past 24 Months

Mumber of

Buyer Investar Group Type of Investor Location Acquisition (5) Properties Average Price (3)
Sun Communibies Ing Listed/REIT Public REIT Southfiid, M LISA 1,773,034 951 115 15,417 80
Geovernment ol Singagon
2 Investment Fund (GIC) Irstitutional Sovaraign Waallth Fund Singapore, SGF 1,526 500,000 178 B5TE 84
|3 Caryle Group insttutional Equity Fund Washington, DC, USA 233,701,000 4 58,425,250
4 RHP Propartias FPrivale Dievalopar/Cwnar Oakland, M, ISA 210,655 400 16 13,540 96
5 hhantus Commamities Privalo Diislcr/ ot Oekiand, Mi, LSA 180246 030 20 ﬂ,ll12,30§
[i] Equily Lifestybe Progpe Lisbed REIT Pubikc REIT Chicago, IL LISA 120,456 667 4 30,124 167
7 Invvestment Progarty Group MHC Privale Do parCrwisar vz, CA, USA, 108,534,131 ] 21,706,826
B Homedown Akl PFrivale Diewplopsari Cramar Chicago, IL, LISA 96,645 000 1] 16,107 500
] Tricon Cagial Group Irestitutional Equty Fund Toronts, OM, CAN #9,111,000 11 8,101,000
10 Cobblasionn Real Estale Private DewetopariCrwmear Ciisk Brook, 1L, LISA a7.041,000 11 Tz e1e
11 Cal-Am Properties Privale Cosla Mesa, CA_LISA B 180,000 4 21,545
12 LIH Listed/REIT Publc REIT Fraahold, MJ, LISA B4 463 580 12 1,038 632
13 Morthweasiam Mutual Institufional Insurance Comgany  Mibwaukee Wi, LISA 80,000 000 1 B0 000 000
14 MHP Funds Privels Diervatopar Cramar Dialta, GO, USA 69457 500 17 4,085 735
15 FollatilsA Privisis DinvelopariCwnae Sacramento, A LISA 62 850,000 4 15,712 500
L] Liskeeshire Cormmunitios Privats Diwideapsie/ Cramsnt Sk, 1L, LISA 54,712 BRS 7 7,816,126
i7 Has il Privale Chicago, IL LSA 52 750,000 3 17,5833
18 Laddar Capidal Listed REIT Puble REIT Maw York, WY, LESA, 52100000 1 5, 00 (00
19 Shopall Progs Trust Privasis Privala REIT Irvine, CA, USA 52 700,000 1 57 700 000
20 Rivarstons Conemunitios Private Dievelopar/Crmer Birmingham,_ M, LSA 46 721,266 4 11,660,322
Spurps; Real Capial Analytos
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Statutory and Regulatory Activities Considered but not Included

Under the Regulations, there are no Statutory Activities for the Manufactured Housing Market. All Regulatory Activities
have been considered and are addressed in this Plan.

Activities and Objectives

A. Regulatory Activity: Manufactured homes titled as real property (12 C.F.R. §
1282.33 (c) (1)).

1. Objective #1: Increase the purchase volume of conventional manufactured housing
secured by real estate each year of the Plan (Do What We Do Best)

Meeting the Challenges

One of the biggest challenges in the Manufactured Housing Market is a lack of liquidity. To address this challenge
Fannie Mae will:

e Purchase an additional 4,540 to 5,540 manufactured housing loans secured by real estate over three years which
equals an estimated additional contribution of $544 million to $664 million of liquidity over the Baseline to be
contributed to the Manufactured Housing Market. This is an ambitious outcome given that Fannie Mae forecasts an
overall decrease in loans in 2018 and 2019 as higher interest rates are projected, resulting in the transition to a
purchase market which increases the challenge of growing loan volume over the Baseline derived from the lower
interest rate and higher acquisition volumes from the 2013 — 2016 three year period.

SMART Factors
Fannie Mae will undertake the following measurable Actions in the years indicated.

2018 e Purchase between 8,750 and 9,000 conventional manufactured housing loans?4, representing a one
to four percent increase over the Baseline. This includes the loan purchases referenced in Objective
#3.

o Baseline: The average number of manufactured housing loans purchased by Fannie Mae over
the last three years (2014, 7,806; 2015, 7,749; 2016, 8,660) is 8,072 loans. However, in 2016
there was an increase in manufactured housing loan volume to 8,660 and accordingly the 2018
loan purchase target has been set above the 2016 volume.

e Assist Fannie Mae lenders in meeting loan delivery requirements and expanding manufactured loan
deliveries by engaging 25 manufactured housing lenders that have been identified as reasonably
likely to increase loan originations and loan deliveries of this type to promote the loan product and
provide further instruction and assistance.

24 Of this group, a target number of: 505 loans will be manufactured housing loans in rural areas, as provided under Fannie Mae’s
Rural Housing Plan.
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2019 e Purchase between 9,000 and 9,250 conventional manufactured housing loans?®, representing an
approximate four to seven percent increase over the Baseline. This includes the loan purchases
referenced in Objective #3.

e Expand lender outreach to an additional 25 lenders (i.e., lenders not approached in 2018) that have
been identified as reasonably likely to increase loan originations and loan deliveries of this type to
increase the population of lenders delivering manufactured housing loans.

2020 e Purchase between 11,000 and 11,500 conventional manufactured housing loans2®, representing an
approximate 27 to 33 percent increase over the Baseline. This includes the loan purchases
referenced in Objectives #2 and #3.

e Expand lender outreach to an additional 25 lenders (i.e., lenders not approached in 2018 or 2019) that
have been identified as reasonably likely to increase loan originations and loan deliveries of this type
to increase the population of lenders delivering manufactured housing loans.

The ultimate opportunity available in this market is to finance increased numbers of manufactured housing mortgages
secured by real estate. Fannie Mae has a large presence in the manufactured housing loan market and has the systems,
operations, and resource tools needed to facilitate efficient manufactured housing loan delivery in a safe and sound
manner. In addition, underwriting standards and credit guidelines that are simplified and consistent with safety and
soundness will continue to be applied to acquisition of this product. Based on Fannie Mae’s experience purchasing
manufactured housing loans, we believe the Objective is reasonable and can be achieved within the time periods
described.

Criteria
Evaluation Factor: Loan Purchase Loan Purchase Loan Purchase
Income Levels: Very Low-, Low-, and Moderate-Income Levels for all Years

2. Objective #2: Increase liquidity for manufactured housing titled as real property through
industry outreach and increasing purchases (Analyze, Partner and Innovate, Do What
We Do Best).

Meeting the Challenges

The market for manufactured housing secured as real estate faces a number of challenges, including:

e Itis complex with a wide range of housing and lending products. The market serves various income ranges for
homebuyers and also has very specific geographic market differentiation.

e Existing manufactured housing loan products have specific limitations and restrictions that impact borrower and
property eligibility.

25 Of this group, a target number of: 750 loans will be manufactured housing loans in rural areas, as provided under Fannie Mae’s
Rural Housing Plan.

26 Of this group, a target number of: 1,250 loans will be manufactured housing loans in rural areas, as provided under Fannie Mae’s
Rural Housing Plan.
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Meeting the Challenges

e The market suffers from a lack of available information and data present in other markets which discourages
market stakeholders from lending and investing in the market.

e There is a population of manufactured homes titled as chattel which could be titled as real property and enjoy the
associated benefits that come from conventional financing.

To address these challenges, Fannie Mae will:

e Use the information gathered through outreach and market research to identify appropriate product enhancements
that when implemented will increase borrower and property eligibility and simplify loan requirements, resulting in
the provision of increased liquidity to the market.

e Employ a test and learn approach using negotiated variances to enhance Fannie Mae’s manufactured housing loan
products that will best serve the needs of very low-, low-, and moderate-income families, thus bringing greater
liquidity to the market for these populations. Variance performance will help inform potential policy changes
available to all approved lenders.

e Publish and publicly distribute the information that it gathers and analyzes to bring clarity to the marketplace which
supports additional liquidity to the market by providing factual information that may address misconceptions about
manufactured housing loan performance, promoting Fannie Mae’s presence in this market, and ultimately providing
critical information to support and encourage capital sources to venture into lending and investing where they may
not have done so previously.

e Expand scope and availability of homebuyer education and financial counseling.

e Focus activities in States which allow for the conversion of manufactured housing titled as chattel to real property
so that borrowers can benefit from the protections and benefits of conventional financing.

SMART Factors
Fannie Mae will undertake the following measurable Actions in the years indicated.

2018 e Actively participate in the manufactured housing industry as a member of the Manufactured Housing
Institute (MHI) (excluding any lobbying activity) in order to maintain an industry presence and remain
current on activities and developments facing the market.

e Review credit and/or collateral policies identifying opportunities to simplify and overcome challenges
with Fannie Mae’s manufactured housing loan products for the purpose of increasing mortgage loan
purchases. Examples of barriers and challenges that will be reviewed include loan-to-value (LTV)
limits, affordable housing programs with resale restrictions, and use of manufactured housing as
accessory dwelling units.

o Establish a test and learn approach issuing one negotiated variance to select lender(s). Fannie
Mae will determine test Objectives and proposed terms based on stakeholder input, conduct
related economic and operational impact analyses, and issue at least one lender variance

= One or more participating lenders will be chosen, based on level of interest and capacity
after conducting lender outreach as noted above, potential volume, and market focus.

= The variance outcome will be evaluated in 2019 and success will be based on actual
volume delivery relative to projected volume as well as positive lender feedback on the
changes implemented.
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Actions

o Publish at least one policy change that expands access to credit for manufactured housing.

Host one manufactured housing roundtable in Q2 with cross-functional industry representation (e.g.,
manufacturers, dealers, community owners, valuation providers, and lenders) to capture diverse
perspectives on market challenges and identify new opportunities to provide liquidity.

Develop and publish manufactured housing data set from Fannie Mae’s portfolio (e.g., transaction
type, LTV, borrower credit score, and performance) and other analysis of our manufactured housing
business to promote transparency, inform the industry, and encourage increased market
development.

Participate in two key industry conferences to maintain market awareness, identify market concerns,
and obtain insights to inform manufactured housing activities.

Identify the States where manufactured housing can be titled as real property instead of personal
property and where manufactured housing titled as personal property can be converted to real
property.

Educate 15 lenders active in manufactured housing lending to the advantages of originally titling
manufactured housing as real property or subsequently converting its title to real property.

Engage appraisers of manufactured homes via webinars, Fannie Mae Appraiser Update newsletter,
or presentations at appraisal roundtables, seminars, workshops, or panel discussions to provide
information and education about Fannie Mae policies, including policy changes. The newsletter
currently is subscribed to by over 7,000 appraisers and other industry participants. Webinars,
roundtables, seminars, workshops, or panel discussions, in total, will typically produce in-person
engagement with over 200 appraisers.

2019

Evaluate the outcomes of variance(s) and policy change(s) executed in 2018 as well as findings from
industry and customer engagement to identify, validate, and prioritize opportunities to enhance,
simplify, clarify, and expand our manufactured housing policies and product offering. Introduce one
new negotiated variance with terms for at least one additional change to Fannie Mae loan product
parameters, or depending on research, learnings, and analysis, publish at least one policy update.

Expand the scope and availability of homebuyer education and financial counseling based on diverse
industry perspective and collaboration, identifying areas targeted to benefit manufactured housing
homebuyers and homeowners because education and counseling are equally important for
manufactured housing homebuyers as they are for any affordable housing.

Continue to engage appraisers via webinars, Fannie Mae Appraiser Update newsletter, or
presentations at appraisal roundtables, seminars, workshops, or panel discussions to provide
information and education about Fannie Mae policies, including policy changes.

Continue industry outreach activities started in 2018 to maintain engagement and inform product
activities.

o Host one manufactured housing roundtable with cross-functional industry representation and
discuss new challenges facing the market. Feedback and engagement will inform future decisions
and prioritizations.

o Participate in two key industry conferences to remain current on activities and developments in
the market and to inform future decisions and prioritizations.
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2020 e Purchase between 450 and 500 manufactured housing loans titled as real property, an approximate
five percent of the total purchases in 2020 from Objective #1. These loan purchases will result from
variances and policy changes issued in 2018 and 2019 and are included in the total manufactured
housing purchases in Objective #1.

e Continue industry outreach activities started in 2018 to maintain engagement and inform product
activities.

o Host one manufactured housing roundtable with cross-functional industry representation to
capture diverse perspectives.

o Participate in two key industry conferences to remain current on activities and developments in
the market and to inform future decisions and prioritizations.

e To promote transparency and describe progress made to increase access to credit for manufactured
housing, publish to the public a summary of learnings since 2018 including items such as qualitative
market information, trended data for Fannie Mae’s manufactured housing loan portfolio, and
performance data about variances or policy changes issued.

Fannie Mae has significant experience evaluating, developing, and purchasing enhanced loan products. Accordingly, we
believe the Objective is reasonable and can be achieved within the time periods described. The ultimate opportunity
available in this market is to finance an increased number of manufactured housing mortgages secured by real estate. We
also will look for focused opportunities in the rural and affordable housing preservation markets as manufactured housing
is prevalent in rural areas and preserving this affordable form of housing is important. Any variances or policy changes
that create changes in credit parameters and product guidelines will be supported by thorough economic, risk, and
operational analysis, will be subject to Fannie Mae’s governance and approval processes, and will only be made
consistent with safety and soundness concerns.

Criteria
Evaluation Factor: Outreach Loan Product Loan Purchase
Income Levels: Very Low-, Low-, and Moderate-Income Levels for all Years

3. Objective #3: Develop an enhanced manufactured housing loan product for quality
manufactured housing and purchase loans (Partner and Innovate, Do What We Do
Best).

Meeting the Challenges

The average price point for new, site-built homes continues to increase and in many markets is outpacing income
growth, putting purchases out of reach for many very low-, low-, and moderate-income families. Modern quality
manufactured housing is an affordable alternative to site-built homes. Nonetheless, the market for quality manufactured
housing faces a number of challenges, including:

¢ Quality manufactured housing may be affordable, but there are financing barriers which do not apply to
conventional lending for site-built housing, for example, higher down payment requirements.
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Meeting the Challenges
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peecestes ]

e Manufactured housing may be perceived to be of low quality despite improvements made in the quality of
construction and features included.
To address these challenges, Fannie Mae will:

e Develop and market a loan product for quality manufactured housing to provide greater liquidity by allowing
increased flexibility and reduced requirements.

e Establish a lender and appraiser engagement and education strategy to drive market support for financing of
quality manufactured housing.

SMART Factors

Fannie Mae will undertake the following measurable Actions in the years indicated.

Year

2018

Actions

Issue one negotiated variance to select lender(s) or issue one policy change to improve financing
options for quality manufactured housing by taking the following actions:

o Define distinguishing construction features or property characteristics of quality manufactured
housing. These may include items such as exterior or interior design features, energy efficiency
features, foundation systems, or other structural build features.

o If necessary, enhance business processes and technology infrastructure.

Enhance, modify, or simplify product offering as needed based on customer feedback and
performance of the product.

Purchase between 100 and 250 loans, representing an approximate one to three percent of the total
manufactured housing purchases in Objective #1. These loans are included in the total manufactured
housing purchases in Objective #1.

o Baseline: Previously Fannie Mae introduced a product for the financing of quality manufactured
housing loans, MH Select™, which had no deliveries in its last three years of availability (i.e.,
2010-2012). However, based on renewed interest in the manufacturing of quality manufactured
housing, and anticipated enhancements of and focused marketing for the new financing product,
we believe we will be able to acquire between 100 and 250 loans of this product in its first year of
production.

2019

Explore opportunities to enhance or clarify policy to support appraisals that account for the value of
distinguishing construction features or property characteristics specific to the variance or policy
change implemented in 2018.

o Engage appraisers about Fannie Mae requirements and acquire feedback to establish best
appraisal practices.

o Assess appraisals for loans delivered in 2018 under the variance or product offering.

Enhance, modify, or simplify product offering as needed based on customer feedback and
performance of the product.

Purchase between 250 and 500 loans, representing an approximate three to five percent of the total
manufactured housing purchases in Objective #1. These loans are included in the total manufactured
housing purchases in Objective #1.
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2020 e Enhance, modify, or simplify product offering as needed based on customer feedback and
performance of the variance or product.

e Purchase between 500 and 750 loans, representing an approximate five to seven percent of the total
manufactured housing purchases in Objective #1. These loans are included in the total manufactured
housing purchases in Objective #1.

Many moderate-income families cannot afford to buy a home due to the increasing costs of newly constructed homes and
decreasing supply of existing, affordable homes. This product aims to promote quality manufactured homes as an
acceptable alternative to site-built homes and will allow moderate-income families to purchase a manufactured home with
lending terms similar to those for site-built homes, ultimately increasing liquidity to the market.

Fannie Mae has significant experience evaluating, developing, setting standards for, and purchasing enhanced loan
products. Accordingly, we believe the Objective is reasonable and can be achieved within the time periods described. The
ultimate opportunity available in this market is to finance mortgages secured by quality manufactured housing. This
enhanced loan product will be supported by thorough economic, risk, and operational analysis, will be subject to Fannie
Mae’s governance and approval processes, and will only be acquired consistent with safety and soundness concerns.

Criteria
Evaluation Factor: Loan Product Loan Purchase Loan Purchase
Income Levels: Moderate-Income Level for all Years

B. Regulatory Activity: Chattel. Loans on manufactured homes titled as personal
property (12 C.F.R. § 1282.33 (c) (2)).

Note: Fannie Mae seeks extra credit for this Activity.

1. Objective #1: Conduct outreach, perform research, and promote information sharing
that supports the development of a chattel loan pilot and market standardization of the
product (Analyze, Partner and Innovate).

Meeting the Challenges

Manufactured housing titled as personal property (chattel) makes up the majority of manufac