BILL ANALYSIS

S.B. 521

By: Staples

Financid Inditutions

Committee Report (Unamended)

BACKGROUND AND PURPOSE

Sinceleggidationaffecting the manufactured housing industry passed during the 77thlegidaive sesson, sdles
of manufactured homes have decreased dramatically and numerous manufacturing fadlitiesthroughout the
state have closed. Manufactured housing represents an affordable dternative to Ste-built homesand isthe
only unsubsidized dternative housng avallable in Texas. One of the provisons of the recently enacted
legidation virtudly diminated the ahility of consumers to finance the acquisition of a manufactured home
using achate loan, which had the effect of limiting the options for consumers to finance their new homes.
A chattd loan is a transaction which creates a security interest in persona property, rather than real

property.

S.B. 521 restores the avalahility of chattel loans to finance the purchase of a manufactured home and
enhances the consumer protections added by the legidaure lagt sesson.  The bill protects loca
governments by requiring the mandatory escrow of ad va oremtaxes on manufactured homes financed by
chattel loans. The hill dso raisesthe leve of expertise of industry professonas by requiring certification
and continuing education for anyone involved in the sde of manufactured homes. The hill establishes
graduated pendties for “hot haulers,” or individuals who transport a manufactured home without a proper

permit.

RULEMAKING AUTHORITY

It is the opinion of the committee that this hill does not expresdy delegate any additional rulemaking
authority to a ate officer, department, agency, or inditution.

ANALYSIS

S.B. 521 amends various sections of the Occupations Code (or Art. 5221f, V.T.C.S.), Property Code,
Finance Code, Tax Code, and Transportation Code to classfy manufactured homes as personal property
and restore the capability of finanang the purchase of a manufactured home using achattel loan, unlessthe
home mugt be classified asredl property. Indoing so, thebill deletesvarious provisions of law that classfy
a manufactured home as red property, the financing of which would require areal property loan, unless
the home were specificaly classfied as persona property.

Property Classfication

The hill amends Section 1201.222, Occupations Code (or Section 19A, Art. 5221f, V.T.C.S) ad
Section 2.001, Property Code to classify asred property a manufactured home if
. it is permanently attached to red property;

. it istitled in the name of the consumer under a deed or contract for sde;

. the manufacturer’ s certificate of origin or the origind document of title has been surrendered for
cancellation; and

. anotice or certificate of attachment has been filed in the real property records of the county in

which the home islocated.
A manufactured home is d o classfied asredl property if the homeowner has entered into alease for the
red property on which the homeislocated and the lease specificaly permits the recording of anotice or
certificate of attachment. Otherwise, a manufactured home is classified as persona property.
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The bill amends Section 1201.217, Occupations Code to permit, rather than require, that the
manufacturer’s certificate or the origind document of title to be surrendered to the Texas Department of
Housng and Community Affars (“the department”) for cancdlation if the manufactured home is
permanently attached to real property. The bill amends Section 2.001, Property Code to require the
department to issue a document of title for a new and untitled manufactured home a the fird retail sdeif
the home is not classified asreal property. The department shall issue adocument of title for aprevioudy
titled manufactured home at any subsequent sde of the home regardiess of whether the home is to be
temporarily or permanently installed on red property owned by the home buyer.

Appraisa and Taxation

S.B. 521 amends Section 25.08, Tax Code to provide that a manufactured home shal be listed together
with the land on which it is affixed if

. the homeowner has been issued a certificate of attachment by the department;

. the homeowner owns the land on which the home is affixed; and

. the land is not encumbered by a mortgage, deed of trugt, or other interest.

A manufactured home is otherwise listed separately fromthe land inwhich it is affixed. This determination
occursregardless of the home's classification under the Property Code. Thebill amends Section 32.014,
Tax Code, to provide that atax lien atachesto the land on which ahome is affixed if the home is listed
together withtheland. A tax lien does not attach to theland on which ahomeisaffixed if the homeislisted
separately from theland. The bill provides that Section 32.014, Tax Code prevails over Chapter 1201,
Occupations Code to the extent of any conflict.

The hill amends Section 32.03, Tax Code to define “unpad taxes due’ as the sum of dl unpaid taxes,
pendties, and interest due for aprevioustax year plus dl taxes due for the current tax year. If taxeshave
not beenleviedinthe current year, then anestimateis used to calculate unpaid taxesdue. Thebill provides
that a bona fide purchaser for vaue or the holder of alien does not have to pay taxesif the chief gppraiser
states that no unpaid taxes are due, except to the extent that tax liability for ayear exceeds “unpaid taxes
due”

Consumer Safeguards

S.B. 521 permitsaconsumer to rescind acontract for sale, exchange, or lease-purchase of amanufactured
home without penalty or charge up to three days after the contract was signed. The bill permitsaretailer
to require an earnest money depost on a specidly ordered manufactured home if an earnest money
contract has been signed by dl parties, anorigind binding loan|etter has been presented to the consumer,
and the consumer has not rescinded the contract. The bill amends Section 1201.508, Occupations Code
to prohibit a retaller from requiring a consumer to make a down payment on the acquidtion of a
manufactured home from the retaller’ s inventory until the loan contract is executed.

Thehill amends Section 1201.162, Occupations Code (or Section21(a), Art. 5221f, V.T.C.S.) to modify
language to the disclosure which is provided before a consumer completes a credit application for a
manufactured home. The bill adds language to the disclosure outlining appraisals, escrow of ad valorem
taxes, insurance, types of mortgages available, and the consumer’s right of rescisson.  With respect to
types of mortgages, the amended notice specificaly sates that ared estate mortgage may have alower
interest rate than a chattel mortgage. The hill requires this notice to be in 12-point type, rather than 10-

point type.

For achattel loan, aretaller shdl provide acustomer the required disclosure statement and a fully filled out
contract, Sgned by the retailer, a least 24 hours before the contract is executed by the consumer. If a
retaller provides a nonbinding estimate regarding the contract price, monthly payment, or interest rate for
achattel loan, the estimate must be made in writing and madeingood fath. For achattel loan, the creditor
must require the escrow of ad vaorem taxes on the manufactured home by the consumer. For a real
property loan, a creditor is not required to providefor the escrow of ad val orem taxes unless the creditor
does so for other loans secured by real property. Thebill reducesthe requirement that aconsumer provide
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the retaller with alegible copy of the deed containing a legd description of the property to rea property
loans only. The hill deletes the requirement that the retailer (or others as specified) must file a notice of
ingdlaion with the county.

Professiond Standards

S.B. 521 amends Section1201.113, Occupations Code to require the Manufactured Housng Board (“the
board™) to administer certificationand continuing educati on programs for persons regulated under the Texas
Manufactured Housng Standards Act. Such persons, and other people directly involved in the sale of
manufactured housing, must complete eight hours of certification and continuing education annudly. The
hill diminatesthe exigting authority for avoluntary certificationprogram. Theboard isrequired to suspend
the license of any person who does not complete the required program and to reingtate the license upon
completion. The hill requires an organization seeking a contract to administer this program to submit an
gpplication, and the board is permitted to charge an application fee to cover necessary expenses.

Pendties

S.B. 521 amends Section 1201.605, Occupations Code to permit the director of the Manufactured
Housng Board to assess adminidrative pendties agand retalers who fall to provide information to
consumers as required by gtatute. The penalty may not exceed $1,000 for the first violation, $2,000 for
the second violation, and $4,000 for each subsequent violation.

The bill amends Section 623.104, TrangportationCodetoincreasethe pendtiesfor moving amanufactured
home over a highway or street without a permit. The bill increases the fine for the first offense to $1,000
from $500. Thefine is increased to $2,000 for a second offense and $4,000 for a subsequent offense.
A person commits an offense if the person knowingly provides compensation to another for the illega
movement of amanufactured home. Such an offense is a misdemeanor punishable by afine of $1,000.

Other Provisons

The bill sets out the relationship of the hill’ sprovisons to the adoption of various nonsubgtantive revisons
of the Satute, repedl s sections of statute bothincurrent law and in a nonsubstantive revision of the datute,
and determinesthe effective date of changes made by the bill with respect to certain pendties, gpprasds,
and tax liens. The hill providesthat its provisions amending the Occupations Code control if a particular
nonsubstantive revisiontakes effect and provisons amendingthe V.T.C.S. control if that revisondoes not
take effect.

EFFECTIVE DATE

On passage or, if the Act does not get the necessary vote, the Act takes effect September 1, 2003.
Providons of the bill related to the certification and continuing education program and the gppraisal and
taxation of manufactured homes take effect January 1, 2004.
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