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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation

The General Assembly mandates in §36-85.18 of the Code of Virginia that the Virginia Manufactured Housing Board (board) promulgate regulations for the licensing of manufacturers, dealers, brokers, and salespersons of manufactured housing, the establishment of a recovery fund, the levying and collection of fees, the resolution of complaints, and the making of case decisions.  The board proposes to make several changes to the regulation.  The proposed changes include: 1) the introduction of language that permits the board to require that salespeople, dealers (or their representatives), and brokers (or their representatives) pass an examination prior to issuance of a license; 2) a new requirement that certain actions by salespersons be disclosed to the board prior to licensing; 3) the introduction of a probationary license for salespersons; a minimum age for salesperson licenses; 4) the introduction of a temporary license for locations operated or proposed by a regulant; 5) the suspension of licenses when the check for a license fee is returned or not honored by the issuing financial institution; 6) the deletion of language prohibiting manufacturers from coercing dealers to use specified finance companies; 7) the deletion of language prohibiting manufacturers from owning, operating, or controlling dealerships in the Commonwealth; and 8) a change in the effective starting time for the required minimum 12-month manufacturer warranties.  

Estimated Economic Impact

According to the Department of Housing and Community Development (department), there has been a recurring problem with manufactured housing salespeople, brokers, and dealers failing to follow the requirements of this regulation.  Specific problems have included improper advertisements and failure to provide disclosure statements to buyers.  Regulants that have been found in violation of this regulation often cite ignorance of the rules as an explanation for their actions.  In order to reduce future violations, the board proposes that it be permitted to require that all applicants for salesperson, broker, and dealer licenses pass an examination on the legal requirements involved in their specific occupation.  The proposed examination requirement would likely reduce the incidence of regulation violations.  Infractions due to ignorance would clearly be reduced since new licensees would need to prove knowledge of the applicable legal requirements in order to receive a license.  Also, since new licensees would no longer be able to plausibly argue ignorance as an explanation for violations, unscrupulous regulants may be less inclined to ignore the law.  The board has latitude in the penalties assessed for violations.  Unscrupulous new licensees would be aware that they could not plausibly argue that their infractions were due to ignorance.  Thus, they would likely expect harsher penalties for their infractions than if they could plausibly argue ignorance.  An expectation of harsher penalties for infractions would likely deter some potential violators from taking improper actions.

Buyers and potential buyers of manufactured homes would benefit with a reduction in violations such as misleading advertising and failure to provide disclosure statements.  Increased and more accurate information would allow the public to make better decisions concerning their purchase or potential purchase of manufactured homes.  Also, fewer violations could reduce the department’s enforcement costs.  Since the department’s expenses are funded via licensing fees, lower costs for the department could delay or decrease future increases in licensing fees.

The proposal to permit the board to require that all applicants for salesperson, broker, and dealer licenses pass an examination on the legal requirements involved in their specific occupation would, of course, produce new costs.  The department anticipates contracting with a private testing firm to administer the exams.  Based on the current fees for similar types of exams for other professions, the department estimates that applicants will be charged a fee of approximately $150 by the private testing firm, regardless of the license type.  The salesperson, dealer, and broker exams would not be identical.  In recent years, 150 to 200 potential salespeople, 8 to 12 potential dealers, and one to two potential brokers have applied for licenses annually.
  If a similar number of individuals apply for licenses in the years following the adoption of this proposed requirement, then approximately $23,850 to $32,100 in examination fees
 would be paid in aggregate for first-time exam takers.  Presuming that some applicants will fail in their first attempt and wish to try again, total exam fees in aggregate would likely exceed the estimated $23,850 to $32,100 for first-time exams.  The department does not have an estimate for an anticipated pass rate, so it cannot be determined by how much the aggregate cost would likely exceed $23,850 to $32,100.  

The exam requirement may produce a delay in the license issuance process.  The department expects that the examination would be given at numerous locations throughout the Commonwealth, that applicants could take it on a walk-in basis on any traditional workday, and that it would be graded immediately.  Thus, the delay in issuance of licenses would not likely be more than a day or two, if the applicant passes the exam on their first attempt.  Clearly, the delay would be longer for applicants who fail on their first attempt.  Also, upon failing, some applicants, that would receive licenses under the current regulation, may give up and not pursue the profession.

As outlined above, the board’s proposal that it may require that all applicants for salesperson, broker, and dealer licenses pass an examination on the legal requirements involved in their specific occupation, would produce both benefits and costs for Virginians. There is insufficient information available to measure the benefits and costs accurately enough to determine whether the benefits outweigh the costs, or vice versa.  Thus, it cannot be determined whether this proposed regulatory change would produce a net economic benefit.

    Unlike dealers and brokers, under the current regulation salespeople can “engage in business as a licensed salesperson after applying for a license, but prior to receiving the license back from the board.”  The board proposes an exception to that rule.  Applicants for the salesperson license would be asked if they have ever been convicted of a felony or other types of crimes, or whether any company that they owned or in which they were a principle had ever been refused a license to sell manufactured homes or had a license suspended or revoked in any state.  If the applicant answers yes, then he or she would not be permitted to engage in business as a salesperson until after awarded the license by the board.  The purpose of this proposed change is to prevent individuals with criminal histories, and other backgrounds that suggest a greater likelihood of improper action than the average applicant, from obtaining deposits, social security numbers, credit card numbers and other confidential information from buyers prior to evaluation and license approval from the board.  This proposed change may provide some benefit to the public by potentially reducing the risk of financial fraud or theft (of deposits) involved in the purchase of a manufactured home.  There would be some cost to applicants for licensure with criminal histories or other improper behavior relating to the industry, in that there would be a delay as to when they could start earning a living as manufactured home salespeople. 

The board also proposes to introduce a probationary license, in addition to the regular license.  The probationary license would “subject the applicant to a period of testing and trial to ascertain fitness to be licensed as a salesperson.”  The fees for a probationary license would be the same as for a regular license.  According to the department, the probationary license would be primarily for those applicants that admit to a criminal history or having had a relevant license suspended or revoked in the past, but otherwise qualify for a license.  Applicants who are determined to have falsely denied such a history will be denied a license outright.  Similar to the proposal to delay legal permission to work as a salesperson for individuals with certain histories, the proposed probationary license may also provide some benefit to the public by potentially reducing the risk of financial fraud or theft (of deposits) involved in the purchase of a manufactured home.  Since the individuals affected by the proposed probationary license would not be prevented from working as salespeople, the cost to the affected individuals would likely be less for this proposed regulatory change.  There would still be some cost to the affected individuals in that they would be subject to ‘a period of testing and trial.”  Although it may seem likely that the benefits outweigh the costs for this proposed regulatory change, there is insufficient data to conclusively determine that to be the case. 

The board also proposes to establish a minimum age (18) as a requirement in order to obtain a salesperson license.  According to the department, the rationale is that individuals under the age of 18 lack the maturity and sense of responsibility to be given access to customers’ deposits, social security numbers, credit card numbers and other confidential information.  The proposed age minimum would, for example, prevent a 17-year-old high school graduate who passed the proposed licensing examination and otherwise qualified for licensing, from obtaining a salesperson license.  This proposed change to the regulation would clearly have a negative impact for such an individual.  Without evidence that applicants under the age of 18 who are otherwise capable of meeting licensing requirements are more likely to take improper actions as salespeople, it cannot be concluded that this proposed regulatory change would produce a net economic benefit.  Since individuals under the age of 18 that otherwise qualify for licensure would be denied licenses and the legal ability to work as manufactured home salespeople, it is possible that the proposed age minimum would produce a net economic cost.

The current regulation allows the board to award special licenses to regulants for a temporary business location.  The term of the special license may not exceed 10 days.  According to the department, special licenses are intended for situations such as when a dealer wishes to sell manufactured homes at a county fair.  The board proposes to add language to the regulation that would enable it to issue temporary licenses to regulants.  According to the department, a temporary license would be intended for situations such as when a dealer’s office burned down and a new location would need to be temporarily used for sales.  A temporary license could be issued for a period of up to 60 days and could be renewed.  

The proposed temporary license would provide some net economic benefit.  Currently, when a regulant needs a temporary location for an extended period of time (longer than would be appropriate for a special license) due to a situation such as when the dealer’s office is destroyed due to fire, flood, etc., the department will expedite the granting of a new license at the temporary location.  Separate licenses are required for each location.  The fee for a new regular license is $150.  The fee for a temporary license is $25.  Thus, regulants may save $125 by use of a temporary license instead of a regular license.  There are no new costs associated with the introduction of the temporary license.

The board proposes to add language that will enable it to suspend a license if the check for the license fee is returned or not honored by the issuing financial institution.  Once the fee is paid in full, the license would go back into effect.  This proposed provision is beneficial in that it provides equity in treatment between regulants; without this provision some regulants could hold licenses without paying fees, while other regulants pay fees.

 The current regulation includes language that prohibits manufacturers from coercing dealers to use specified finance companies.  According to the department, this provision has not been enforced; so, deleting the language will not likely have a large impact on the citizens and businesses in Virginia.  It is possible, though, that some manufacturers have been aware of the provision and have refrained from offering special deals to dealers if they used a certain financing company.  If this has been the case, then the elimination of this language may provide an economic benefit.  Such a special deal could be potentially beneficial to both the manufacturer and the dealer.  Since there are 77 manufacturers registered to do business in the Commonwealth, it is unlikely that a manufacturer could force a dealer to use a specific finance company without offering financial incentives that made it worthwhile for the dealer.  The dealer could say no to the offered deal and obtain homes from another manufacturer.  Thus, it is probable that the proposed deletion of the language prohibiting manufacturers from coercing dealers to use specified finance companies would produce a net economic benefit, as there are no significant associated costs and some possible benefit.  

The board proposes to delete language that prohibits manufacturers from owning, operating, or controlling dealerships in the Commonwealth.  It is not clear whether this proposed regulatory change would produce a net economic benefit or loss for Virginians.  Manufacturers would benefit from gaining the option to own, operate, or control dealerships in that they may find it profitable to do so.  Additionally, even if manufacturers choose not to own, operate, or control dealerships, they could potentially use the option of doing so to their advantage in negotiating contracts with dealers.  The proposed removal of restrictions on manufacturers could produce a negative outcome for dealers; they would lose bargaining power in their contract negotiations with manufacturers and could gain direct competitors if manufacturers choose to own, operate, or control dealerships.  Since manufacturers could perhaps sell directly to consumers at a lower cost than non-manufacturer dealers could, there is there the potential that in some areas the price of manufactured homes may decrease.  This would, of course be beneficial to consumers.  Overall, it appears that the proposed removal of restrictions on the owning, operating, or controlling of dealerships by manufacturers would be beneficial for manufacturers, potentially detrimental for some current dealers, possibly, but not definitely, beneficial for consumers.  Since we lack data on both the potential benefits and costs, it cannot be accurately determined whether this proposed regulatory change would produce a net economic benefit.

The regulation requires that manufacturers have a warranty for the homes they produce which lasts for at least 12 months.  The board proposes to alter language, which effectively will change when the warranty goes into effect.  Currently, the warranty goes into effect when all terms or conditions of the sales contract (between the dealer and the buyer) have been completed.  Under the new language, the warranty goes into effect from the date the home is placed on the buyer’s property or rental space.  In practice, dealers occasionally do not fulfill all components of their sales contract on our near the date that the home is placed on the buyer’s property or rental space.  For example, at times the skirting or deck work is not completed for a significant amount of time after the home is placed.  Under the current regulation, the manufacturer’s warranty would not go into effect until all the skirting and deck work, typically the responsibility of the dealer, is completed.  Under the proposed language, the manufacturer’s warranty would go into effect as soon as the home is placed on the buyer’s property or rental space, which on occasion is significantly earlier than when the skirting, deck work and other responsibilities of the dealer are fulfilled.  Thus, the manufacturer’s warranty would end sooner under the proposed language.  Since any problems found prior to when all the terms or conditions of the sales contract have been completed would most likely have to be remedied under the sales contract, the proposed change to the regulation effectively shortens the time length required for the manufacturer’s warranty.  This will lower manufacturer’s costs by a small amount.  

Since most purchasers are unlikely to inquire about the starting date of the home’s warranty, it would not likely be a factor that would affect most consumers’ demand at a given price.  Thus, the proposed change to the effective starting date of the manufacturer’s warranty will probably not significantly affect revenue, while costs will decrease by a small amount.  This implies that the proposed change would likely be profitable, and therefore beneficial for manufacturers.  Since most buyers are unlikely to change their purchasing decisions when this change goes into effect, consumers will likely receive less warranty for the same purchase price, and consequently could be negatively affected.
  Only three out of the 77 manufacturers of manufactured homes registered to do business in Virginia are based in the Commonwealth; while in all likelihood, most purchasers of manufactured homes covered by this regulation are residents of Virginia.  Thus, it is likely that the proposal to change the effective starting date of manufacturers’ warranties will have a small negative net impact for Virginians.

Businesses and Entities Affected

The proposed changes to the regulation will affect the 1,060 salespeople, 278 dealers, and 8 brokers licensed in Virginia, plus the 150 to 200 potential salespeople, 8 to 12 potential dealers, and one to two potential brokers that apply for licenses each year.  Additionally, 77 manufacturers are registered to do business in Virginia.  Of those 77 manufacturers, three are based in the Commonwealth.

Localities Particularly Affected


The proposed changes to the regulation affect localities throughout the Commonwealth.

Projected Impact on Employment


The fee associated with the proposed required examination for salespeople, coupled with the time and effort involved with the preparation and passing of the exam may deter a few potential salespeople from entering the profession.  The proposed minimum age for salespeople (18) will, of course, prevent anyone under the age of 18 from working as a salesperson.  

Effects on the Use and Value of Private Property


Dealers and brokers will be required to pay examination fees, and perhaps be compelled to subsidize the cost of their salespeople’s examination fees.  This will lower the value of their businesses by a small amount.  Purchasers and potential purchasers of manufactured homes will have increased and more accurate information, which would allow them to make better decisions concerning their purchase or potential purchase of manufactured homes.  Consumers may change their decisions on the model to purchase or whether to purchase a manufactured home at all based upon the increased and more accurate information.  


The proposed new language concerning probationary licenses and the disclosure of criminal histories and histories of license refusal, suspension, or revocation, could potentially reduce the incidence of financial fraud and theft of deposits.  The proposed temporary license will reduce costs for a few licensees by a small amount, thus, moderately increasing the value of their businesses.


The proposal to delete language that prohibits manufacturers from owning, operating, or controlling dealerships in the Commonwealth may increase the value of some manufacturers and encourage them to own, operate, or control dealerships in Virginia.  The same proposal may decrease the value of current dealerships as they may face new competition from manufacturers and be in a poorer bargaining position for contract negotiations with the manufacturers.


The proposal to change the effective starting time for the required minimum 12-month manufacturer warranties will likely increase the value of manufacturers by a small amount.  The effective length of the warranties as experienced by the purchaser will be shortened and will therefore decrease in value.

� These numbers were provided by the Department of Housing and Community Development.


� This range is calculated by multiplying $150 (estimated fee per exam) by 159 to 214 (estimated range of applicants). 


� This is based on a presumption that most buyers of manufactured homes will not inquire about or consider the start date of the warranty in their purchasing decision.  


� These numbers were provided by the Department of Housing and Community Development.





