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Ohio Manufactured Homes Commission Overview

o Recommended level funding of

O h i O M a_n Ufactu red $434,671 in each fiscal year

o Software upgrades at a total
estimated cost of $15,000

H O m eS CO m m i SS i O n e Expected increase in sale of

inspection seals and complaint
investigations

OVERVIEW

Agency Overview

The Ohio Manufactured Homes Commission (MHC) is responsible for
establishing and enforcing standards of quality and uniformity in the sale and
installation of manufactured homes in Ohio. MHC regulates the training and licensing
of manufactured home installers, the training and certification of manufactured home
inspection agencies, building departments and their personnel, and oversees a dispute
resolution process for complaints made by home purchasers. MHC was created by
S.B. 102 of the 125th General Assembly in 2004, but was unable to begin regulatory
operations until 2007 due to delays in the development of model installation standards
by the U.S. Department of Housing and Urban Development (HUD). This was because
S.B. 102 stipulated that MHC could not adopt regulatory standards until such standards
were adopted by HUD. The situation was rectified by passage in 2006 of H.B. 530 of the
126th General Assembly, which enabled MHC to adopt rules establishing uniform
standards governing the installation of manufactured homes in accordance with HUD's
model standards.

MHC is governed by nine commissioners, three of which are appointed by the
Governor, three of which are appointed by the President of the Senate, and three of
which are appointed by the Speaker of the House. The selected commissioners
represent the various business sectors involved in the manufactured homes industry.
Commissioners receive no compensation other than actual expenses incurred in
conducting MHC business. The day-to-day operations of the commission are the
responsibility of an executive director appointed by the Commission. Including the
Executive Director, the Commission has four full-time staff with an annual budget of
approximately $434,671. The Commission receives no GREF; it is entirely supported by
fees.

Appropriation Overview

The executive recommends appropriations of $434,671 in FY 2010 and $434,671 in
FY 2011, no change over FY 2009 levels. Chart 1 below shows the appropriation broken
down according to expense category. As with other licensing and regulatory boards,
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Overview Ohio Manufactured Homes Commission

payroll and fringe benefit costs are the Commission's biggest expense and account for
77.2% of the recommended funding in the upcoming biennium. Supplies and
maintenance make up a further 16.1%. The remaining 6.7% is slated for purchased
personal services and equipment combined.

Chart 1: Recommended FY 2010-FY 2011 Budget
by Expense
($434,671 in each Fiscal Year)

Purchased
. Equipment Personal
Supplies and 1.6% Services
Maintenance 5.1%
16.1%
Personal
Services
77.2%

MHC receives support for some of its administrative tasks from the Central
Service Agency (CSA) of the Department of Administrative Services. These services
include help in budget development, fiscal processing, human resources, and so forth.
The Commission paid a total of $6,480 in FY 2008 for these services and expects to pay
$6,630 in FY 2009. Charges are estimated to be $7,400 in FY 2010 and just over $7,500 in
FY 2011. CSA charges are accounted for under the Supplies and Maintenance expense
category.

The executive budget includes provisions requiring CSA, in consultation with
the Director of OBM, to review the support services it performs for state agencies and
the fiscal conditions of those agencies. CSA is then required to make recommendations
on ways to further consolidate "back office" administrative functions to achieve
additional cost savings and efficiencies. Under the bill, CSA will also be able to initiate
or deny services to an agency if doing so would generate cost savings or efficiencies.
The effect that this provision will have on MHC's operating expenses will depend upon
the results of the study and any billing or structural changes that CSA might make.

Fee Revenues and Fund 4K90

MHC is slightly different than most regulatory boards as the majority of its
revenue is not derived from licenses, but rather from the sale of home inspection seals.
MHC rules require that all newly installed manufactured homes must undergo a
minimum of three inspections prior to and during installation. Home inspection seals
are given to homeowners after their home has been successfully installed. These seals
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Ohio Manufactured Homes Commission Overview

are not presented by MHC directly, but rather by independent inspectors licensed by
MHC to ensure that they meet all educational and professional standards. MHC
charges licensed inspectors a fee of $75 per seal with no limit on how many can be
purchased at one time. Inspection seals do not have to be renewed. Receipts from seal
fees totaled $102,525 in FY 2008.

Fees are also paid by inspectors, installers, and course sponsors (third-party
inspectors) seeking state certification. The table below shows the current fee charged
for each type of license. Renewal dates for these licenses are based upon the date that
the original license was issued.

Table 1. MHC Fees for FY 2009
Type Fee
Home Inspection Seals $75
Inspector (valid for three years) $30
Third-Party Inspector (valid for three years) | $300
Installer (valid for two years) $150

Fees are deposited in the Occupational Licensing and Regulatory Fund (Fund
4K90), a repository for license fees and other assessments collected by 26 of the states'
professional and occupational licensing boards. Boards that deposit money into this
fund are expected to generate revenue greater than or equal to their expenses.

Table 2 below shows annual revenues and expenditures from FY 2005 to FY 2008,
as well as estimates for FY 2009 and the FY 2010-FY 2011 biennium. These figures
require some explanation. First, as previously noted, MHC was created in FY 2004 but
only gained authority to begin its regulatory duties in FY 2007. During that span, MHC
acted primarily as an educational entity that trained and licensed manufactured home
inspectors. It was not able to approve or regulate the installation of manufactured
homes due to issues concerning the implementation of HUD guidelines and state
statute. Revenue during this period was minimal, coming only from educational
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courses and license fees charged to home inspectors and installers. Renewal dates for
these licenses are based upon the date of the original date of issuance.
regulations are in place, and the Commission is able to collect fees for the sale of home
inspection seals — the largest source of MHC's revenue — it anticipates that revenues will

exceed its expenditures in FY 2009.

Now that

Table 2. Revenues and Expenditures, FY 2005-FY 2011 (est.)

2005 2006 2007 2008 2009 (est.) | 2010 (est.) | 2011 (est.)
Revenues $63 $1,302 $89,359 $156,746 $454,400 $642,440 $711,370
Expenditures $67,452 $226,114 $363,725 $600,850 $434,671 $434,671 $434,671
Net:| ($67,389) | ($224,812) | ($274,366) | ($444,104) $19,729 $207,769 $276,699
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Ohio Manufactured Homes Commission Analysis of Executive Proposal

ANALYSIS OF EXECUTIVE PROPOSAL

The Commission's operations are funded by a single line item appropriation
from the General Services Fund Group. The table below shows the Governor's
recommended funding for the appropriation item.

Governor's Recommended Amounts for Ohio Manufactured Homes Commission

Fund ALl and Name FY 2010 FY 2011
General Services Fund Group
4K90 996609 Operating Expenses $434,671 $434,671

The executive recommends flat funding the Commission for the upcoming
biennium in comparison with FY 2009 appropriations. This line item is used to pay all
of MHC's operating expenses.

Licenses and Home Inspection Seals

The Commission establishes standards, licenses inspectors, and requires that at
least three inspections be carried out when a new manufactured home is installed.
Table 3 shows the number of active licenses issued and home inspection seals sold by
the Commission for FY 2008 compared with FY 2007.

Table 3. Active Registrations and Home Inspection Seals, FY 2007 and FY 2008
Registration FY 2007 FY 2008 % Change
Inspector 153 197 (28.8%)
Installer 409 425 (3.9%)
Third-Party Inspector Certificate 9 10 (11.1%)
Home Inspection Seals 55 1,367 (2,385%)
Total 626 1,999 (219.33%)

During the first half of FY 2009, the Commission sold 1,112 home inspection
seals, approximately 81.0% of the total number of seals sold during all of FY 2008. This
indicates that FY 2009 will see another substantial increase in the sale of home
inspection seals. MHC also anticipates increased sales in the upcoming biennium, albeit
at a smaller percent increase from year to year.

Concerning this point, Chart 2 below shows sales of new and used manufactured
homes in Ohio from Calendar Year (CY) 2003 to CY 2008, with projections for
CY 2009-CY 2011. In CY 2008, the sale of manufactured homes decreased by
approximately two-thirds in comparison with CY 2003. However, the Manufactured
Homes Association (not affiliated with MHC) expects growing sales in the upcoming
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Analysis of Executive Proposal Ohio Manufactured Homes Commission

biennium, as the sale of manufactured homes, which are typically more affordable than
conventional homes, tends to rise during a weak economy.

Manufactured Home Sales, CY 2003-CY 2011 (est.)
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Source: Data provided by the Ohio Manufactured Homes Association, 2009

When home inspectors issue a seal to a homeowner, they report the details of the
transaction to MHC so it has a record of how many manufactured homes were installed
during a certain time period and where those homes have been installed. MHC then
organizes this information in a record called the Seal Report. MHC is in the process of
installing a web site that will place all information from the Seal Report on the Internet,
allowing consumers and inspectors to verify that a manufactured home has been legally
and properly set without having to call the Commission. Eventually, the web site will
also allow inspectors to update the Seal Report themselves, without having to involve
MHC. It anticipates that the web site will be fully implemented during the upcoming
biennium at an estimated cost of approximately $10,000.

Of the 1,367 inspection seals sold in FY 2008, approximately 867 were presented
to homeowners, indicating a legal installation. MHC estimates that there were a total of
5,100 manufactured homes installed in Ohio during the same period, meaning that
approximately 17% of installed homes underwent MHC certified inspections. Of the
5,100 total home installations, approximately 3,400 were set in home parks, over which
the Department of Health, not MHC, has jurisdiction.

Complaint and Investigation Statistics

In the first year after a manufactured home is installed (whether used or new),
the owner is able to file a complaint with MHC in the event that a flaw is discovered in
the home. The Commission then investigates the complaint to determine its validity
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Ohio Manufactured Homes Commission Analysis of Executive Proposal

and who is at fault (the manufacturer, the retailer, the installer, etc.). Though the
Commission only has jurisdiction over licensed installers, all interested parties (the
manufacturer, the retailer, the installer, etc.) are informed when a valid complaint is
discovered. Table 4 below summarizes the Commission's enforcement statistics for
FY 2008.

Table 4. Enforcement Statistics, FY 2008
Enforcement Action Amount
Complaints Investigated 17
Complaints Closed 15
Disciplinary Hearings 6

MHC conducted a total of 17 investigations during FY 2008. Fifteen of those
cases were settled, but two resulted in litigation. Six of the cases resulted in disciplinary
hearings and resulted in the assessment of $2,600 worth of fines. As of February 23,
MHC had conducted one disciplinary hearing in FY 2009, which resulted in a fine of
$2,700. Disciplinary hearings only involve installers, as that is the only interested party
over which MHC has jurisdiction. In addition to any fines paid to MHC, installers are
required to remedy any flaws created by improper home installations. MHC
anticipates investigating 30 to 60 complaints per year in the upcoming biennium.

In FY 2011, MHC will develop software that will allow it to record and analyze
data associated with its complaint arbitration process. This will allow MHC to see
trends in complaints, such as a concentration of complaints in a specific geographic
location or with a specific installer, and so forth. The installation of the complaint
software is expected to cost approximately $5,000.

MHC.docx / sle
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Manufactured Homes Commission - Catalog of Budget Line Items

General Services Fund Group
4K90 996609 Operating Expenses

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$226,164 $337,604 $362,721 $434,671 $434,671 $434,671
49.3% 7.4% 19.8% 0.0% 0.0%
Source: GSF: Inspection seals as well as license fees and other assessments collected

by the state's professional and occupational licensing boards.

Legal Basis: ORC 4781.02 and 4743.05 (originally established by Controlling Board on
November 15, 2004)

Purpose: The funds in this line item are used for general operating expenses,
including payroll, supplies and equipment needed for the Commission to
train, examine, and license manufactured home installers. Other uses are to
1) train, license, and certify manufactured home inspectors, 2) certify local
building department inspectors, 3) develop standards for installation of
manufactured homes, and 4) provide a dispute resolution process for
manufactured home complaints.

COBLI: 10of 1
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LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change

Fund  ALI ALI Title 2008 2009 2010 2009 to 2010 2011 2010 to 2011
MHC Manufactured Homes Commission

4K90 996609 Operating Expenses $ 362,721 $434,671 $ 434,671 0.0% $ 434,671 0.0%

General Services Fund Group Total $ 362,721 $434,671 $ 434,671 0.0% $ 434,671 0.0%

Total All Budget Fund Groups $362,721 $434,671 $434,671 0.0% $ 434,671 0.0%
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