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Preface

T his publication provides information about
manufactured housing leasehold communi-
ties that rent sites. It is intended principally
for those who wish to develop, operate and sell such
communities.

The information is divided into two major sec-
tions. Section 1 explains development of the commu-
nity from land acquisition to completion of construc-
tion. It includes land acquisition techniques, land
characteristics, site improvements and financing the
development of acommunity with construction and
permanent financing. Section 2 discusses ongoing
operation of the park. It offers suggestions for renting
sites to tenants, managing the property in a cost-
efficient way, servicing the debt and income tax
matters. Thus, financial implications of the commu-
nity are offered, along with income tax conse-
guences of a sale. Appendix B includes preprinted
forms and regulations.

The report could not have been prepared without
information from people in the manufactured leasehold

community and related businesses. The authors
gratefully acknowledge the following for their time
and effort: George Allen, GFA Management, India-
napolis, Indiana; Herbert Behrend, IRIC, Inc., Lake
Forest, Illinois; Roland Freeman, AMERCORP,
Dallas, Texas; Anthony E. Gange, United Farm
Agency, Dallas, Texas; National Apartment Associa-
tion, Washington, DC; Ed Hicks, Consultant Re-
sources Group, Clearwater, Florida; Steve Sherwood,
Clayton Williams & Sherwood, Fountain Valley,
California; Pat Theroux, Branch Creek Estates,
Austin, Texas; Craig White, Manufactured Housing
Resources Group, Denver, Colorado; Charlotte
Zimmerman, Texas Manufactured Housing Associa-
tion, Austin, Texas; Marshall and Swift Publishing
Co., Los Angeles, California.

This report allows manufactured housing commu-
nity investors and operators to be more knowledge-
able and efficient in supplying the market with
needed facilities. Comments and suggestions are
welcome.



Section 1
Developing the Property

Chapter 1
Land Acquisition and Control

hen it comes to acquiring land for amanufac-
W tured housing community, there are two

major concerns: selecting alocation and
acquiring control of the land.

Selecting a location

There are two basic approaches to selecting land for
amanufactured housing community. Oneisto find the
most suitable location in the general area desired, locate
the owner and negotiate acquisition. The second isto
identify all available tracts and select the best. In either
case, a broker who is knowledgeable in thistype of
property can facilitate and expedite the process.

Location and site characteristics. Physical
aspects of the land selection process are grouped into
two broad categories: location and site characteristics.
Important elements for both follow.

Convenience for dwellers. Success of a park is
enhanced when it is conveniently located for potential
occupants. Retirees prefer to be near health-care and
shopping facilities. Working people are concerned
mainly with proximity to employment, while college
students are more interested in access to the campus.
Thelocation of schools, churches and other community
facilities also needs to be considered.

Freeways. Locate a park near, but not adjacent to, a
freeway. Proximity is desirable, but the freeway itself is
just as objectionable asit would be to any other residen-
tial development.

Residential neighborhood. The preferable site is
located adjacent to residentially zoned property. If the
siteiszoned for commercial or industrial uses, care
should be taken to assure that it will not be subject to
adverse influences. The park might be located between
residential and light industrial areas but never in heavy
industrial areas.

Planning and zoning. If the prepared site is within
thejurisdiction of thecity or county planning authority,
be sure to receive their approval and requirements
before major commitments are made. There are
frequently many specific regulations and biases against
manufactured housing parkswithin city limits. If the site
is unzoned, exercise caution to prevent the park from
being subjected to adverse influences and itself ad-
versely affecting adjacent neighborhoods. Unzoned
locations frequently create problems because undesir-
able businesses may be established nearby.

Health approvals. All sites must have the appropri-
ate approval of local, county and state health authori-
ties. (See Utilities.)

Access. Access to the site should be provided by
means of an abutting, improved public street or road.

Land cost. Low-cost land resulting from a poor
location or adverse physical conditionsgenerally should
be avoided. The additional marketing or construction
efforts required frequently can more than offset the
initial low price of theland.

Shape. Avoid along, narrow site that will limit the
design and layout of the streets. A straight street of
more than 1,300 feet generally is not desired because it
invites heavy or high-speed traffic.

Frontage. An attractive entrance to the development
isdesired, but extensive frontage on amajor street is
not necessary. Frontage of 100 feet is probably a
minimum because allowances have to be made for
curbing, sidewalks, entry street, parking and setbacks.

Utilities. Underground utility systems are preferred
from an aesthetic viewpoint. Each space should be
served by a central water and wastewater system.
Individual septic tankswith drain fields may be permit-
ted by county health authoritiesif lot sizes meet system
regquirements. Local municipality wastewater system



connectionsmay be available, provided municipal
wastewater line capacity is adequate and the cost of
connecting is not prohibitive. Private water and waste-
water systems must meet state codes.

Drainage. The site must have adequate surface
drainage. In some cases, low sites may befilled to
improve drainage. Before doing any site preparation,
make sure the land is not subject to federal wetland
protection law (for moreinformation, see publication
964, Impact of the Federal Wetlands Act on Real
Estate). Also, if the development will impact aflood-
way, approva may be needed from the Federal Emer-
gency Management Agency (FEMA).

Grading lots. Each lot must be graded so that
surface water will drain away from the improvements.

Topography. The site should be reasonably level to
accommodate the movement and siting of long or heavy
manufactured homes. Excessive grades require lower
lot densities and increase devel opment costs.

Landscaping. Existing trees should be retained and
protected where possible. However, their location
should not interfere with the placement of the manufac-
tured housing or with pedestrian or vehicular movement.

Soil tests. Tests for soil percolation, large amounts of
rock and other detrimental subsurface materials should
be made to establish engineering design requirements,
estimate developmental costs and meet regulations.

L and acquisition and control

If theland is not already controlled by the prospec-
tive investor, several means may be used to gain
control. These means may be classified into two
fundamental categories: an option to purchase the land
or a contract to purchase the land.

The choice of an option or contract depends on the
wishes and negotiating strength of the parties. In either
situation, a devel oper would want to gain enough time to
allow physical and financial plansto materialize. This
often requires as much as one year—perhaps longer if
the parties must comply with extensive government
regulations.

ption. An option to purchase the land gives the

prospective buyer (optionee) the right to buy

the land, at any time before the expiration date,
at the price stated. If the optionee decides later that the
site cannot be devel oped as anticipated, he or she could
simply let the option expire, forfeiting the option cost.

In practice, the optionee gains control and fixesthe
land purchase price while getting an opportunity to ex-
plore the adequacy of the property to support a manu-
factured housing park—investigating utilities, streets
and financing, for example. Necessary preliminary
studiesrequiretimefor completion. An option alows
thisto be done without a commitment to buy the land. A

typical option lastssix monthswith an additional six
month extension for an additional fee.

The option cost is negotiabl e between buyer and
seller. The cost may reflect land value appreciation
during the option period, another buyer offering ahigher
purchase price during the option period, the potential
earnings that the seller will forego by having to wait for
payment (assuming the option is executed) and the
seller’srisk that the prospective buyer will not execute
theoption.

In the negotiations, it isin the prospective buyer’s
interest to obtain agreement that a portion (and perhaps
all) of the option price be applied toward the land
purchase price (i.e., adown payment) if the optionis
exercised. Purchase-money financing or an installment
sales contract could be combined with the option if the
seller iswilling to finance part of the purchase price.

Contract to purchase the land. Assuming the
feasibility criteriaare met (which will be covered in the
next section), negotiation for purchase of the land may
be finalized in a contract. The buyer must anticipate the
source of site development financing in theland pur-
chase contract negotiations. If funds are to be bor-
rowed for site devel opment, the land purchase mort-
gage must contain an agreement to subordinate the
purchase mortgage to the development mortgage. (This
is discussed further in the financing section.) There are
anumber of methods for financing land purchased using
all equity or acombination of equity and debt.

All-equity purchases are cash deals with the pur-
chaser paying the entire purchase pricein:

e cash;

* cash, exchange or both of other property the

purchaser owns; or

* cash obtained by joint venturing with one or more

investors (often the seller).

Joint-venture arrangements should be set forth in a
written agreement among parties defining the authority
and liability of each. A joint venture differsfroma
partnership in the scope of the business transaction.

A joint venturetypically isfor one businesstransaction,
whereas a partnership may span more than one
business.

If the buyer wants debt financing and the seller
refuses to take back a subordinated purchase-money
mortgage or offerstermsinferior to afinancia institu-
tion, third-party financing isrequired. Then, the buyer
should expect amaximum loan-to-valueratio of 75-80
percent of the land’s appraised value; that is, amini-
mum of 20 percent down payment would be required.
Thebuyer also should expect the financia institution to
require either atake-out commitment or a permanent
loan commitment to liquidate the land purchase and site
devel opment indebtedness within two years.



Chapter 2

Feasibility Analysis

he entrepreneur’s investment objectives, together

with financial and nonfinancial criteria, should be

established before the land purchase. Objectives
might include: long-term investment in amanufactured
housing park, interim-useinvestment in amanufactured
housing park that will be razed in fiveto ten yearsfor
land conversion to a higher and better use, or short-term
profit from development.

Some communities are devel oped as subdivisions
where devel oped lots are sold to individual home-
owners. Such projects provide high potential profitsto
the devel oper but depend on strong sales programs for
success. Also, the devel oper needs to appeal to home-
ownerswilling and able to purchase thelots. Thisguide
does not cover that type of community.

Both financial and nonfinancial criteriaformthe basis
for rational decisionsregarding the proposal. Investment
criteriaexamples are listed in Appendix A. The investor
can establish the acceptable rate of return, risk mea-
sures and nonfinancial criteria. These become the
decisionrulesinthefeasibility analysis.

Three major cost barriers in manufactured housing
park feasibility are: cost of land, cost of development
(including design and construction) and cost of abtaining
favorable zoning. Financing construction and operations
isanother important consideration.

Thefeasibility analysisis presented herein four
categories: physical, economic, legal and political and
social environment.

Physical

The considerationsin Table 1, Manufactured Home
Community Development Checklist, areimportantin
analyzing the physical suitability of asite for manufac-
tured housing devel opment.

Surveys of portfolio owners and property managers
indicate the average park has 247 sites. However, these
parks do not include many of the smaller communities
(lessthan 100 sites). Individual sites can run from 1,600
to 5,600 sguare feet depending on the quality of the
park (see Chapter 3).

Economies of scale can be achieved in larger parks
both in development and in operation. Large parks tend
to command higher rentals and provide more commu-
nity facilities. Park density affects park quality. Higher
densities, that is, more units per acre, are less desirable
to consumers. Larger lots are required to accommodate

doublewides and large singlewide homes. Theindustry
trend istoward larger lots. If the manufactured housing
park isnot targeted for older familieswithout children, it
isimportant that the design consider children.

There are two basic categories of manufactured
housing parks: housing-oriented and service-oriented.

Housing-oriented park residents seek aresidential
atmospherein acommunity convenient to shopping,
schools and work. These parks provide good streets,
underground utilities and landscaping, but many do not
contain recreation facilities.

Service-oriented parks appeal to the retired and
semi-retired, although some tenants may befamilies
with school-aged children. These parks place special
emphasison social, cultural and recreational activities.

Economic

The economic feasibility of a proposed park isdriven
by the size of the potential rental market for manufac-
tured housing space, the number of competing manu-
factured housing parks and sites in the market area, and
the monthly payment for ownership of least cost, site-
built housing.

The market size and inventory of competition may be
gathered by a market study. A market study should
reveal the supply (number of parksor sites, monthly
rents and park quality, services and amenities). It al'so
should show demand (population changesin target
segment and economic base growth). The market study
should show the estimated market share (occupancy
rate in existing competing parks, estimated number of
familiesthat could be attracted from populationin-
creases or existing rental housing), as well as the tastes
of users. Theleast cost, site-built housing market that
would compete for occupants with the proposed park
should beincluded in the market study.

Themonthly cost of living in site-built housing needs
to be compared with manufactured homes. Buyers
must perceive that the savings offered by manufactured
housing arejustified. According to Edward Hicks,
president of Consultants Resource Group, the total
monthly cost to the user should be 15-20 percent less
than least cost, site-built housing. This percentage was
verified by manufactured housing park developers and
brokers.

Land and site development are the principal costs of
creating manufactured housing park space. Minimum



site development costs can be
achieved through efficient devel opment.

Whileit isimportant to acquireland

at areasonable cost, the land must
have desirableattributesincluding:

* |ocation readily accessible by car
or public transportation;

* large-scale, diversified employ-
ment within about 30 minutes
travel time (not important for
service-orientated devel opment);

* |ocation free from current or
potential local hazardsand
nuisances;

* |ocationwithinwalking distance
of schools or served by school
bus,

* terrain adaptable to manufactured
housing placement without
excessive cutting, filling or
grading;

* |ocation near community facilities
(shopping, services, recreation,
churches);

* general areaand population that
reflect the tastes, preferences
and overall lifestyle of the
proposed development’ sresi-
dents; and

* surrounding areas future growth
patterns that reflect a site poten-
tial of increased demand and
more intense land use.

Legal and political

T here are two critical areas that
require careful attention at the
outset of manufactured housing
park consideration: zoning and commu-
nity acceptability; and obtaining
necessary permits, especially in
ecologically sensitive aress.

Strong political resistanceto rezon-
ing applicationsfor amanufactured
housing park should be expected in
zoned and incorporated areas of
Texas. Furthermore, a U.S. Supreme
Court ruling upheld Texas municipali-
ties' actionsto restrict the location of
manufactured housing asavalid
exercise of the city’s police power.
Therefore, in many urban Texas
locations, manufactured housing

Table 1:

Manufactured home community
development checklist

Sizeand description
Size of parcel—dimensions, boundaries (plot or survey map)
L egal description
Deed restrictions—covenants, easements (size and purpose)

Characteristicsof site
Highest and best use
Topography
Drainage features and runoff experience
natural runoff capacity
need for artificial drainage
need for flood protection
Floodplain restrictions: 50-year, 100-year
Subsoil—depth to bedrock and groundwater level
rock outcroppings
dlidearea
soil conditions and undesirable bearing materials
presence of fill material
presence of hazardous waste
Other hazardous geol ogic features
Buildable percentage of land
Natural vegetation
Bodies of water
Gasand ail rights
Underground water supply
Sitetypical and representative of aresidential site
Land uses in neighborhood that degrade site desirability
Estimated cut and fill; clearing and grading required
Soil characteristics and use limitations for septic tanks, drain
fields, foundations and footings, roads and roadways
Cost estimate of off-site and on-site improvements to obtain
finished lots

Characteristicsof infrastructure
Quiality, adequacy and level of maintenance of municipal or
county infrastructure
potable water source supply and adequacy
sanitary sewer system proximity and adequacy
electricity and gas service proximity
fire protection
police protection
time and distance to urban services and amenities
comparability of sitewith competitive sites
wastewater outfall lines
stormwater outfall lines
drainage directions
distance to existing potable water service lines

(Continued on next page.)




Table 1: (continued)
Manufactured home community

development checklist

County locations often are not
served by municipal water or waste-
water lines. Consequently, provisions
for water supply and wastewater
treatment must be included in the
development engineering design.

distance to existing gas service lines
distanceto existing electrical lines

L ocation
neighborhood shopping centers
parochial, college
hospitals, medical centers

Public transportation
Access to arterial streets and freeways

municipal policieson sewer and water extensions
municipal policieson streetimprovements

Proximity to central business district, regional shopping center,
Proximity to and quality of schools: elementary, middle, high,

Proximity to churches, recreation centers, parks, theaters,

Proximity toincompatible uses (industrial, commercial)

Contemplated new roads, freeways, transporation facilities

Source: Realty Bluebook, Professional Publishing Co., San Rafael, California, 1996

Furthermore, the county health depart-
ment specifiesthe minimum ot sizefor
which a septic tank and drain field are
permitted (often an acre or moreisa
minimum requirement). If the water
supply provides water for more than
15 connections or service for more
than 25 persons, thenitisapublic
water supply and is regulated by the
state. With these criteria, most manu-
factured housing parks of the kind
considered in this report must be
served by a public water supply and
distribution system and incorporate an
approved wastewater collection and
treatment system.

Development of water supply and
wastewater disposal and treatment
systems is governed by the Texas

communitiesmay only befeasiblein unincoporated

areas.

T he residents of the community and the board
members of the permit issuing jurisdiction should
be approached in the early planning stagesto

promote acceptance and learn precise engineering

standards to be applied to the development. County
authority over development in unincoporated areas
includes roads, bridges, drainage, health and safety.

If it isdecided that the community will be placedin a
municipality, be prepared to make a strong case for the
need for the project. Approval will require one or more
public hearings, at which organized public opposition
should be anticipated. Facts should be gathered to
counter these common arguments:

* Thehomeswill be of poor quality.

e Therewill betoo many children for thelocal

schools.

* The homeswill not pay their way vialocal taxes.

* The project will create a crime and fire hazard.

e Theproject will lower the value of surrounding

homes.

Work with local planning and engineering staff to
counter these impressions and to modify your design to
better accommodate local concerns. However, keep in
mind the project must remain economically feasible
after these changes have been made.

Natural Resources Conservation
Commission. Copies of their rules can be obtained at
PO. Box 13824, Austin, Texas 78711-3824, or call 512-
463-5561. On the Internet, find the commission’shome
page at www.tnrcc.state.tx.us.

Social environment

In addition to aesthetic considerations, there are
important questions regarding the character of the
development that should be answered.

* Will the devel opment be housing-oriented or
service-oriented?

e Will it accept adultsonly?

* |f children are accepted, are adult-only and
families-with-children areas to be separated?

* Will pets be accepted? If so,
what kind and how will they be regulated?

* Will there be manufactured housing size or value

limitations?

e What age limit will be set for manufactured
housings?

* What tenant manufactured housing resale policy
will be set?

* What restrictions will there be on the number and
type of vehicles permitted per manufactured
housing space?



Figure 1:

Worksheet for estimating
maximum land cost

Goal: determinethe maximum purchase price of theland

Given: monthly market rental per unit $

units+ unitsper acre acresrequired

annual amounts

potential grossincome (PGlI) $

lessvacancy alowance

|ess operating expenses

|essdebt service
cashflow

capital accounts
enuity $

loan
total budget

lessdevel opment cost

maximum land cost

maximum land cost per acre $




Figure 2:

Completed worksheet
for estimating maximum land cost

Goal: determinethe maximum purchase price of theland

Given: monthly market rental per unit $ 210

200 units+ 8 units per acre 25 acresrequired

annual amounts (rounded to nearest 100)

potential grossincome (PGI) $ 504,000
lessvacancy alowance (estimated at 5% of PGI) - 25,200
less operating expenses (estimated at 30% of PGI) - 151,200
lessdebt servicer - 252,000
cash flow (minimum of 10% of equity) 75,600

capital accounts

equity estimated $ 756,000
loan estimated 2,475,400
total budget 3,231,400
lessdevel opment cost ($8,610 x 200) - 1,722,000
maximum land cost 1,509,400
maximum land cost per acre $ 60,376

*mortgage constant at 10.18% of amount borrowed




Figure 3:

Worksheet for estimating
minimum rental rate

Goal: determineminimum rental needed per unit

Given: acres @ unitsper acre= units

Land cost acres @ $ per acre =

capital accounts
total land cost

plusdevel opment cost ($ per
unit x units)

total cost

minusloan

equity

&

T

annual costs

debt service (mortgage constant x loan amount)
plusoperating expenses

pluscashflow

equalsannua cash needed

plusvacancy alowance

equa spotentia grossincome

© B B B B B

estimated monthly rent per unit




Figure 4:
Completed worksheet

for estimating minimum rental rate

Goal: determine minimum rental needed per unit

Given: 25 acres @ Bunitsper acre=_200 units
Landcost 25 acres @ $__ $30,000 peracre=

capital accounts

total land cost

plus development cost ($ 8,610 per
unit x 200 units)

total cost

minusloan (estimated at 70% |oan-to-vaueratio
70% x 2,472,000 = 1,730,400)

equity (estimated at 30% of value
30% x 2,472,000 = 741,600)

annual costs

debt service (mortgage constant x |oan amount)
(.1018 x 1,730,400)

plus operating expenses (30% of GPl)
pluscash flow (minimum of 10% of equity)
equalsannual cash needed

plusvacancy alowance (5% of GPI)
equalspotential grossincome needed

estimated monthly rent per unit

$

© BB B B B B

750,000

750,000

+ 1,722,000

2,472,000

- 1,730,400

741,600

176,200

+ 151,200

+ 75,600

403,000

+ 21,200

424,200

177




* |sorganized recreation planned? If so, for what
interest groups and ages will it be available?

* What landscaping and embel lishments may be or
must be added to the basic manufactured home site?

e Will management provide any services, such as
garbage and trash disposal? If so, what service
policiesapply, such as hours, price and responsibil-
ity? If outside contractual relationshipsfor service
are to be established, what are the prospective
firms qualifications?

* What mechanismswill be provided for the safety
and security of the occupants?

* Management policies may not seem pertinent to
the development feasibility. They arevital to
operation, however, and affect the cost of capital
expenditures during devel opment and to operating
expenses upon compl etion.

Financial feasibility worksheets

Infeasibility analysis, all costsassociated with land
purchase, plus development costs and estimated net
monthly market rents are considered in evaluating the
project’s estimated economic value. If low occupancy is
expected initially when expenses are high, the devel oper
must have cash to meet debt services and operating
expenses. The financia analysis may be performed on
aworksheet as follows.

Figure 1 is used to estimate the maximum that can be
paid for land. At this early stage of land acquisition, a
devel oper might not have al theinformation needed to
complete the form, but it may be completed as the
information is obtai ned.

Figure 3isused to determine the minimum unit rental
rate needed. One should complete thiswhen al costs
can be estimated with some accuracy.

Figures 2 and 4 are completed worksheet specimens.
They may be used as models to help determine project
financia feasibility.

Figure 2 is an example of how to estimate the
maximum price that can be paid for land in adevel op-
ment. A 200-unit park is planned with eight units per
acre, so a 25-acre tract is needed. Suppose the market
rent per unit is $210 per month. Potential grossincome
is$504,000 (200 units x $210 x 12 months). A reason-
able vacancy alowance for thistype of projectis5
percent, and operating expenses are expected to be 30
percent of potential grossincome. These subtractions

result in approximately $327,600 of net operating
income. Suppose that a debt service coverage ratio of
1.3 is acceptable to permanent lenders. Then, the
maximum debt service that a project can support is
$252,000 ($327,600/1.3 = $252,000). If available
financing carries a 25-year term and interest rate of 9
percent, the maximum that can be borrowed is approxi-
mately $2,475,400. Therewould be $75,600in cash
flow when the debt service payment is subtracted from
net operating income. If equity investors can be at-
tracted at 10 percent cash-on-cash return, then
$756,000 of equity capital canberaised ($75,600/.10 =
$756,000). Thetotal equity and mortgage capital raised
would be $3,231,400. Of thetotal raised, suppose total
development costs are estimated at $1,722,000, whichis
$8,610 per pad for a200-unit park of good quality. That
will alow $1,509,400 to be spent for land. Dividing the
$1,509,400 availablefor land by the 25 acresresultsin
maximum per acre land cost of $60,376. Of course, if
theland isavailablefor less, the difference will be more
potential profit.
T he objectivein Figure 4 isto determine the
minimum rental rate required for aviable project.
The amount can be compared to market rents to
determine whether rents are sufficient to create a
viable market. Assume theland cost is $750,000.
Devel opment costs of $1,722,000 bring thetotal project
cost to $2,472,000. If aloan at 70 percent of that
amount isavailable, then approximately $1,730,400 can
be borrowed; the balance, $741,600, must be raised
through equity. The debt amount, multiplied by .1018 as
amortgage constant, shows an annual debt service
requirement of about $176,200 ($1,730,400 x .1018),
and equity would require a 10 percent cash return on
$741,600, which is$75,600. Net operating income must
be at least $251,800 ($75,600 + $176,200). If operating
expenses are estimated at $151,200 and vacancy loss at
$21,200, then total operating budget requirementsare
$424,200. That amount requires amonthly rental rate of
approximately $177 for a200-unit project. If the market
will support $180 per month, then the proposed project
isfeasible. More amenities could be put into the project,
or it appears that a developer could raise more cash
that could be withdrawn as development profit.
Thefeasibility analysis could use more sophisticated
analytical techniquesincluding discounted cash flow
analysis. Screening criteriamay be used. Examples of
investment criteria are presented in Appendix A.
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Chapter 3

Improvement Costs and Character

hen it comes to devel oping a manufactured
housing park, the cost and character of

improvements are of paramount concern.

There is an extremely wide range from which to select.

Both costs and improvements are examined in this
chapter.

If the community isto be developed in an unincorpo-
rated area, be aware of a new (1999) law that gives
county commissioners authority to set development
standardsfor:

* drainage management,

* water supply systems,

* sewerage systems,

e surveysand

* streets.

By law, these standards cannot be more stringent than
those applied to residential subdivisions. See section
232.007 of the Texas Local Government Code.

Costsof parks

A cost estimation service may be used to help
estimate the cost of a proposed manufactured housing
park. Two widely used cost estimation services are
offered at reasonable costs. These are:

Boeckh Building Cost Manual,
2885 South Calhoun Rd.
New Berlin, Wl 53151

Marshall Valuation Service
911 WilshireBlvd.

16th Floor

LosAngeles, CA 90017-3499

To recognize purchasing power changes, estimates
offered by these services must be adjusted for local
market cost variations and for time.

Sample of cost estimation service. Marshall
Valuation Service offers cost estimates for manufac-
tured housing parks of five quality types. These are
cheap, low-cost, average, good and excellent. A
description of each quality classification follows. Costs
are estimated in Exhibits 1-5. The material is copy-
righted by Marshall and Swift, 911 Wilshire Blvd., Los
Angeles, as of July 1996 and isreprinted with
permission.

Cheap parks. Typical sites are developed for
transient use in outlying rural or resort areas where
there are no building codes or minimal code enforce-

ment. They have close spacing, few facilities beyond
minimum subsistencelevel and are designed for smaller
trailers and recreational vehicles. The base area per
trailer spaceis 1,600 square feet, and the base number
of spacesis50. See Exhibit 1.

L ow-cost parks. Typical sites are developed for
transient or semi-permanent occupancy in seasonal
resort areas or near industrial or military areas. They
are usually designed to hold car-drawn trailers up to 45
feet long. The base area per site is 2,400 sguare feet,
and the base number of spacesis 80. See Exhibit 2.

Average parks. These parks are built more or less
for permanent occupancy and represent the low-end
mid-point for permanent parks. They have spaces to
accommodate the manufactured house as long as 60
feet, aswell aslarge, transient trailers. They have utility
buildings, office, recreation buildings and other recre-
ation facilitiesthat may be computed from other
sections of the service. The base area per siteis 3,200
square feet, and the base number of spacesis 100. See
Exhibit 3.

Good parks. The typical good park is a manufac-
tured housing park catering to owners of larger manu-
factured homes and represents the median for perma-
nent parks. Private patios, gardens and complete
recreational facilities are provided. The base area per
site is 4,400 square feet, and the base number of spaces
is175. See Exhibit 4.

Excellent parks. The excellent manufactured
housing park provides deluxe accommodationsfor the
largest site-erected manufactured home units and
represents the high-end midpoint for permanent parks.
It has complete and varied recreational facilities of top
guality. The base area per site is 5,600 square feet, and
the base number of spacesis 200. See Exhibit 5.

Introduction. The park costs in Exhibits 1-5 are
dividedinto five quality classificationsranging fromthe
cheap, transient park to the highly-devel oped manufac-
tured housing park designed for permanent living. Many
parkswill be mixed in quality. They may have good
quality buildings, recreational facilitiesand |ow-cost
utilities or roads, or they may have few extrafacilities,
large patios and good roads. For these hybrid parks, the
costs of the various items should be chosen from the
quality of the park where they normally would be found.

The costs are for organized commercial parks and do
not include the poorest resort types, which merely



provide a parking space and some
common facilities, such asrestrooms
and water. The medium costs for
each classification are listed.

Costs are broken into major items
on a cost-per-home-space basis.
Miscellaneous costs—such as cost of
normal financing, contractor’s profit
and overhead—are prorated to each
item. Architect’s and designer’s fees
areincluded in the engineering costs
for all itemsexcept buildings, the
costsfor whichwill include all fees
applicableto structural improvements.
Advertising and other promotional
expenses are not included. Local
jurisdictional fees or assessments are
not included and must be obtained
locally.

For hillside parks, the cost of
grading and terracing the sites must
be added. Also, other costs such as
paving, sewers and water will be
higher for hillsideinstallation.

Off-site costs are not included.
These may include costs of bringing
utilitiestothe site, storm drains,
access roads, traffic control and
environmental impact studies.

Cost modifiers. Costs of each
quality of park have been adjusted to
abase number of unitsthat isroughly
normal for the quality. Under the base
costsfor each quality, multipliersare
givento adjust costsfor deviations
from the base. To determine the gross
areaper unit, divide the entireim-
proved area of the park by the
number of units.

Description of cost items

* Engineering includes plans,
engineering, public feesand

Exhibit 1:

Cost calculators
for cheap parks

engineering

minimum plans, engineering and permits $180
grading

minimum leveling, graded for drainage, cleared 145
street paving

minimum asphalt, natural base, 15’ to 20" wide, paved parking areas 35
patiosand walks

small asphalt patios or handstands, walks around buildings 200
sewer

3" to 4" clay, few traps or vents; cesspool and septic tank areincluded 280
water

2’ mains, serviceto common hydrants and buildings, no trailer

hook-ups 225
gas

none, except bottled gas (not included) —
electrical

low-amperage circuits, overhead wiring, simple outlets at trailer sites;

no telephone 03}
buildings

restrooms and showers, laundry, office, lowest-cost frame or concrete

block, cheap fixtures and partitions 690
miscellaneous

sign, minimum landscape and entrance 135
cheap park

cost per space $2515

modifiers
number
of spaces 10 20 30 40 50 60 80 100 120

multiplier 112 108 1056 102 100 98 95 93 91
gross area
per space 800 1,000 1,200 1,400 1,600 1,800 2,000 2,400 2,800

multiplier .86 89 93 9% 100 103 106 112 118

Source: Copyrighted material by Marshall and Swift. Reprinted by permission of
Marshall and Swift.

permits and design and specifications of the park, * Sewer includesall on-site work but does not

exclusiveof buildings.

* Grading includes leveling the site for drainage
and roughing out roads but does not include
excavation and terracing for hillside sites. It
normally includes some leveling of thesitesin the

average and good quality parks.

* Sreet paving includes base preparation and

paving.

* Patios and walks include al flat work except

street paving.

include sewage disposal systems, off-site connec-
tionsto thetrunk line or connection charges,
except for septic tank and cesspool which are
included in the cheap quality. Storm sewers are
not included.

¢ \Water includesall on-site mains, site service and
sprinkler systems but does not include wells,
pumps or off-site connections to other sources.

* Gasincludesall on-site mains and site connec-
tions, aswell as connectionsto buildings but does
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not includegas, plumbingin
buildings or off-sitemains.

* Electrical includesall on-site
conduit, electrical and tele-
phonewiring, trailer-site outlets,
street lighting commensurate
with the quality and area
lighting. It doesnot include
building lighting or off-site
connections.

* Buildings include structures
commensurate with the quality
and size of the parks. It oftenis
better to compute these from
other sections of the manual.
These costs also include all
building design costsand
plumbing and electrical items
for buildings.

* Miscellaneous includes an
average amount of entrance
ornamentation, signsand
common landscaping commen-
surate with park quality.
Outdoor recreation facilities,
swimming pools, tennis courts
and ornamental lakes and
ponds always should be com-
puted as extra. Recreational
equipment, game tables and
kitchen equipment are not
included. Off-site signs are not
included.

Character of design

A manufactured housing park isa
residential development similarin
many ways to other residential
devel opments such as apartment
complexes, condominiumsor single-
family subdivisions. In general,
residents want the same things—a

Exhibit 2;

Cost calculators
for low-cost parks

engineering

limited plans and specifications, survey of site, fees and permits $340
grading

graded for drainage, roads roughed in, site cleared and minimum

siteleveling 25
street paving

18- to 22-foot roadway, 2" asphalt on natural base, no curbs or

edging, common parking area 550
patiosand walks

average 200 sguare feet of low-cost concrete or asphalt for patio or

parking, some walks near buildings 30
sewer

4" lines, 6” mains, minimum code, simplelayout 435
water

3" mains, 3/4” service, hydrant at each two spaces 35
gas

none to trailer spaces; low-pressure gasto utility buildings and office 170

electrical
overhead wiring, 30 to 80 amperes per space; some street lights;

speaker system; telephone booth (not included) 50
buildings
utility, showers and restrooms, laundry, office 93

miscellaneous
sign, low-cost landscaping, some masonry or concrete work around

entrance; swimming pool is not included 285
low cost park

cost per space 4,255
modifiers:
number

of spaces 30 40 50 60 80 100 120 140 160
multiplier 110 107 105 103 100 97 95 93 91
gross area

per space 1,200 1,600 2,000 2,200 2,400 2,600 2,800 3,200 3,600
multiplier .83 89 95 97 100 102 106 109 112

good neighborhood and attractive
surroundings in which they can take pride.

The development of a manufactured housing park

Sandards for Manufactured Home Installations,  may have a substantial impact on various groupswithin

including manufactured home sites, communitiesand acommunity. The general public is affected by the
set-ups, arein ANSI A225.1, available from: taxes generated and the public services required. The
National Conference of States on Building Codes location and design of the park affects the residents

and Standards
505 Huntmar Park Dr.
Suite 210
Herndon, VA 20170
703-437-0100
http://www.ncsbcs.org

quality of life, the developer’s cost, theinvestor’s
profits, the lender’s collateral and the park manager’s
operating efficiency. Suggestions for development are
grouped in five categoriesto help present generally
accepted standards for a manufactured housing park.
Theseinclude:
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Exhibit 3:

Cost calculators
for average parks

engineering
detailed plans, site survey, simple specifications, permits, fees
and bonds
grading
graded for drainage, roads roughed in, sometrailer-site leveling 420
street paving
22 to 26 feet wide, 2" asphalt on good base, some edging or curb,
some common parking 710
patiosand walks
average 300 square feet of concrete for patios, hardstands and walks
near buildings
sewer
4" service, 6" mains, adequate vents, good code installation
water
3"- 4" mains, valve connection and hydrant at sites
gas
low-pressure gas to all sites and buildings
electrical
underground conduit, 60 to 100 amperes per site; telephone extensions
in buildings and some sites; speaker system; lighted recreation
buildings
utility, laundry, recreation, public restrooms
miscellaneous
adequate landscaping and sprinklers, some masonry ornamentation,
average sign and entrance; outdoor recreational facilities are not
included _475
averagepark
cost per space

8 & 8 &

3

1,270

$6,000
modifiers:
number
of spaces 40 60 80 100 125 150 175 200 250
multiplier 110 106 103 100 97 95 93 91 89
gross area
per space 2,000 2,400 2,800 3,200 3,600 4,000 4,400 4,800 5,200
multiplier .89 93 97 100 103 1056 108 110 112

e park layout, size and density;

* |ot stands and patios;

* streets, parking and walks;

* offices, servicebuildingsand recreational facili-
ties; and

 fences and miscellaneousimprovements.

Much of the following material has been gleaned

from the sources listed as references to this chapter.

Park layout size and density. Plans for the park

should attempt to achieve aresidential-like atmosphere
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at a reasonable cost. Care must be
given to plansfor streets, entrances,
lot sizes, densitiesand prospective
tenants' needs and desires.

reet layout. Park layouts with

current curvilinear streets and

cul-de-sacs, similar to other
residential subdivisions, arepreferred
because they permit advantageous
use of grade differences and other
natural features. The gridiron street is
MONOtoNoUS.

Entrance. One main park en-
trance allows more efficient control
by management.

Submarkets. If the park caters to
different social groups, such as
retirees and young couples with
children, different sections of the park
should be designated for each group.

Manufactured housing sales. If
the developer also is a manufactured
housing dealer, it is preferable not to
use the front of the development as a
retail saleslot. These lots often are
unattractive because of traded-in
manufactured homes. The sales|ot
should be nearby but not on the park
proper unless the deal er-devel oper
wishes to merchandise the homes by
placing them on landscaped spaces
similar to conventional model homes.

Lot size. A minimum lot size of 40
by 90 feet is recommended for each
manufactured housing space. How-
ever, local customs may dictate a
minimum size, such as4,000 square
feet, to provide for double-wide and
expandable homes.

Density. Including streets, recre-
ational areas and service facilities, an
overall density of no morethan eight
lots per acre frequently is recom-
mended in development guidelines.

Set backs. Each home should be set back at least
10 feet from the street and the rear lot line and at least
20 feet from neighboring manufactured homes. Al
manufactured homes should be located at |east 25 feet
from any public street or highway and at least 15 feet
from the park boundary lines.

Park size. An efficiently manageable park has
between 100 and 300 spaces.

Lot stands and patios. Some suggestions for lot
stands and patiosfollow.



Sand area. To accommodate modern units, the
stand area of the lot should be at |east 14 by 70 feet.

Sable base. When each stand is surfaced with
gravel or pavement, a stable base for the manufactured
housing isprovided. Thisalso helps control weeds.

Foundation. An adequate foundation for the
placement of tie-down anchorsis needed to prevent

homesfrom shifting in high winds.

Patio area. For each stand, a paved patio area of at

least 180 square feet should be
provided. The patio must be conve-
nient to the entry of the manufactured
home and appropriately related to the
open area of the lot.

Streets, parking and walks.
Vehicular movement and pedestrian
convenience are necessary. Careful
attention to these during the design
phase will be appreciated by users.

Sreet system. Properly located
collector streets feeding traffic to the
minor streets providing convenient
circulationisdesirable.

Access. Streets must provide easy
access to each manufactured housing
stand and other important park
facilities.

Curbs and pavements. Streets
should be curbed, paved and wide
enough to serve two-way traffic. All
entrance streets and other collector
streets with guest parking on both
sides should be at least 36 feet wide.
Collector streetswith no parking
should be at least 22 feet wide. Minor
or cul-de-sac streets may be nar-
rowed to 20 feet.

Parking. Off-street parking should
be provided for 1Y% cars per stand.
Intermittent guest parking for at least
one additional car per lotalsois
recommended. Parking stalls fre-
guently can be located near the
recreational building. These stallscan
serve as guest parking also.

Walkways. |deally, paved walks
are provided from all streets to each
manufactured housing stand, patio and
parking area. Walks that would rarely
be used should be avoided because of
the expense involved. Walkswith
efficient and attractivelighting on at
least one side of all major streets are
recommended.

ffices, service buildings and recreational

facilities. Thefollowing locations are sug-

gested for commonly used facilities.

Consolidation of service facilities. For small-to-

medium sized parks, the grouping of the office, supply,
storage, laundry and community facilitiesinto asingle
building will improvethe efficiency of park operations.
A large storage building may not be needed if tenants
areprovidedindividual storagefacilitieson eachlot.

Exhibit 4:
Cost calculators

for good parks

engineering

complete detailed plans and specifications, permits, fees,

bonds and survey $705
grading

graded for drainage, view and appearance, roads roughed in 645
street paving

good 3" asphalt roadways on prepared base, 26 to 32 feet wide,

edged or curbs, parking areas for visitors and extra cars 1,040

patiosand walks

home stands, patios and car stands; average 450 square feet of

concrete per space, including walks around buildings and

recreation areas 7%
sewer

4” service, 6” mains, 8” trunk, good codeinstallation, well-

vented and trapped 75
water

4”- 6" mains, good valve connections and hydrants at sites 690
gas

low-pressure gas to all sites and buildings 410
electrical

underground conduit, 80 to 150 amperes per space; good

street lighting and lighted recreational areas; costs include

telephone connection boxes at sites and cable TV systems 1120
buildings
office, recreation, laundry 1,625

miscellaneous
above average landscaping and sprinklers, signs, masonry
ornamentation and walls; outdoor recreational facilities are not

included _825
good park
cost per space $3,610
modifiers:
number
of spaces 50 75 100 125 150 175 200 250 300

multiplier 117 112 108 105 102 100 98 96 95
gross area
per space 2,800 3,200 3,600 4,000 4,400 4,800 5,200 5,600 6,000

multiplier 91 93 96 98 100 101 103 105 106
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Exhibit 5:

Cost calculators
for excellent parks

engineering

complete detailed plans and specifications, permits, fees,

bonds and survey $930
grading

graded for drainage, view and appearance, roads roughed in 80
street paving

good 3" asphalt roadways on prepared base, 26 to 40 feet wide,

edged or curbs, finished parking areas for visitors and extracars 1375
patiosand walks

home stands, patios and car stands; average 675 square feet of

concrete per space, including walks around buildings and

recreation areas 1185
sewer

4" service, 6” mains, 8” trunk, good code installation, well

vented and trapped 00
water

4”- 6" mains, good valve connections and hydrants at sites 8
gas

low-pressure gas to all sites and buildings 575
electrical

underground conduit, 100 to 200 amperes per space; good

street lighting and lighted recreational areas; costs include

telephone connection boxes at sites and cable TV systems 1470
buildings

office, recreation, artsand crafts, laundromat 1,800
miscellaneous

generous amounts of landscaping and sprinklers, large signs,

masonry ornamentation and walls; outdoor recreational facilities

and ornamental lakes and ponds should be added 1,225
excellent park

cost per space $11,225
modifiers:
number
of spaces 50 100 150 175 200 225 250 300 350
multiplier 118 110 104 102 100 99 9B 97 97
gross area

per space 4,000 4,400 4,800 5,200 5,600 6,000 6,400 6,800 7,200
multiplier .95 97 98 9 100 101 101 102 103

Management offices. Management offices should
be located near the entrance. This aids operational
efficiency and ingress-egress control.

Common access. All buildings should be accessible
to both automobiles and pedestrians.

Playgrounds. Playground areas should be conve-
nient to all lotsin the family section. Traffic hazards
should be avoided.
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Recreational area. Recreational
areas that generate noise should be as
far away from homes as possible to
lessen interference and minimize
obstructions of the view. Park areas
designated for small children should be
near homes.

Amenities. Typical amenities might
include aclubhouse, swimming pool
and basketball, tennis and shuffleboard
courts.

Laundry facilities. A central
laundry building should be provided. It
should be decorated and landscaped in
keeping with the overall appearance
of the park.

Clothedlines. If clotheslines and
drying areas are necessary for the
individua lots, uniform umbrella-type
lines are preferred. Park regulations
should governtheir location.

Fences and miscellaneous
improvements. The park’s safety
facilitiesand auxiliary equipment
should be designed attractively.

Appearance. Fences around play
areas, laundry areas and other public
areas should be decorative. Chain-link
fencesgivesaninstitutional look and
should be avoided. The one exception
isthe swimming pool, where chain-
linked fencing provides safety and
vishility.

Lot fencing. A feeling of openness
is encouraged; therefore, lot fencing is
not recommended.

Landscaping. Landscaping should
be planned for an overall effect. Avoid
monotony. L andscaping by tenants
should require the park manager’s
prior approval.

Obstructions. Lawns and trees
should be provided for individual lots
and placed so that they will not hamper
the movement or placement of the
manufactured housingswithin the park.

TV antenna. A central TV antenna

or cable system is preferred.

Mailboxes. Uniform and attractive mailbox facilities
with easily-read numbers should be provided for each lot.

Car wash and storage. A car-wash facility and
storage areafor boats and utility trailers should be
located at the rear or corner of the park to minimize the
effect on adjoining sites. This area should be fenced
and locked, and each user should have a key.



Chapter 4

Financing the Development

n most cases, development of aland-lease commu-
I nity requiresdeficit spending. Fortunately, the

market for development financing iswell devel-
oped and the procedures for securing financing are not
unlike those for other types of real estate development.
The process of developing a manufactured home
community issimilar to that of aresidential subdivision,
and financing can be approached in the same way.
Essentially, the developer must gain control of asuitable
site and construct the necessary facilities and utilities to
make the community operational. The stepsin the
financial processincludeland acquisition, obtaining a
development loan and securing a permanent loan
commitment. Often, however, these steps are combined
into one financing package.

L and acquisition

The land may be acquired with a portion of the
development loan (in thiscase, an “ acquisition and
development loan”) or prior to securing financing for
the construction process. However, a problem can
occur when the land is acquired with financing that is
completely separate from the development loan. A
lender will require any liens on the land to be subordi-
nated to construction debt so that the land can serve as
security for the construction loan. Lenders financing the
land may resist subordinating their claim to another
lender’s interest (thereby accepting a higher risk
position). Therefore, provisionsfor subordination should
be negotiated into theland acquisition loan, or an
alternative method of acquiring the land must be used.

Cash purchase. A cash acquisition avoids the
subordination problem by eliminating theland loan
entirely. Thelimitationto thissolutionisthat, often, the
developer would prefer to reserve as much cash as
possible for the construction phase of the project. Land
costs may represent a major cost of the entire devel op-
ment, making the option impractical for even awell-
capitalized developer. However, there may be special
cases where the developer already owns the land or
can acquire the land at alow price. The unimpeded
negotiating position made possible by cash may lead to
alow price for an appropriate site.

Seller financing. It is not uncommon to purchase
land with the seller providing much or all of the financ-
ing. Typically, the buyer gains control of theland with a
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minimal cash payment and an obligation to pay the
remainder of the price, plusinterest, over afive-to-ten-
year period. This arrangement allows the devel oper to
minimize front-end expenses and allowsthe seller to
take advantage of installment sale treatment of any
capital gains generated from the sale. The specific
terms of the saleincluding price, interest rate and
amortization can be negotiated to suit the needs of both
developer and seller. Asmentioned previoudly, itis
essential that the seller agree to subordinate the lien to
any construction loan obtained later.

Joint venture. Some landowners may be willing to
become even more involved in the project through a
joint venture. With this arrangement, the landowner
contributes the land and the devel oper provides exper-
tisein developing the project. The partiesdivideal
profits generated from the sale or operation of the
developed property. The developer avoids the cost of
acquiring theland, and the landowner gainsthe potential
for amuch higher price for the property (aswell as
being exposed to ahigher level of risk). Joint ventures
must be carefully negotiated and documented to avoid
conflict and legal obstaclesto successful completion of
the project. In particular, the following issues should be
addressed in any agreement:

allocation of ownership,
responsibility for payment of fees and expenses,
form and timing of return due to landowner,

form of businessorganization (i.e. limited liability
corporation or S-corporation) and
decision-making authority.

Land lease. Rather than sell, the landowner may be
willing to lease theland during the devel opment period
or on along-term basis. Like seller-financing, the terms
of the lease can be negotiated to serve the needs of the
developer and landowner. A lease eliminates the need
for a cash down payment, thereby conserving devel oper
funds. It also eliminates the realization of taxable capital
gains by the seller, aslong as the lease terms are not
structured to constitute a de facto sale from the view-
point of the Internal Revenue Service. However, an
arrangement will need to be reached with the land-
owner to allow the land to serve as collateral for
development financing.



Development financing

Financing for alarge portion of development costs
can be arranged through local lending institutions or
mortgage brokers. Construction lenders ook to several
sources to reduce their risk in the project. First, the
track record and reputation of the developer indicates
that the project isin competent hands and that the
borrower has demonstrated alevel of responsibility and
ethical behavior. Second, the project should make sense
on paper. Most frequently, aformal feasibility study
must be provided to support arequest for funding.
Third, most construction lenderswill require a“take-
out” commitment from a permanent lender. This
commitment is an agreement from alender to provide
long-term, permanent financing for the project at the
conclusion of the construction phase. In effect, this
permanent loan provides fundsto repay the construction
loan, thus taking out the construction lender when the
project is complete. When atake-out commitment is
provided, the construction lender islessinterested inthe
feasibility study but the permanent lender will require
such reassurances. Lastly, the construction lender will
want alien on the land as security against default during
the development process.

The construction lender typically requiresapriority
position in the lien structure on the land. That iswhy
any loan used to acquire the land separately from the
construction loan must be subordinated. Depending on
available terms, the developer may decide to refinance
the land as part of the development loan, thereby
resolving the subordination problem. If theland isnot
refinanced, the construction loan may take the form of
afive-to-seven-year interim loan providing ampletime
for development and start-up before the permanent loan
goes into effect.

The permanent loan takeout commitment is contin-
gent on the attainment of specified performance
thresholds. Typically, aspecified level of occupancy is
required to qualify the project for the permanent loan. If
the target level is not attained by the time the construc-
tion loan term expires, the permanent lender does not
have to honor the commitment. There will aso be an
up-front fee paid to the permanent lender for the
commitment. Some lenders may offer packages that
combine the construction and permanent loans (see the
end of this chapter for information on FHA insurance
for such loans). Permanent lenderstypically fund 75 to
80 percent of the value of the completed project and
charge interest rates comparable to loans on other types
of income properties.

The application package designed to secure a
permanent |oan commitment should addressthefollowing
concerns:
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appearance and design features of the project;
evidence that the developer is ready to proceed
(site control, plans, government clearances);
capital needsduring devel opment;

evidence of market support (supply and demand,
absorption projections);

land value appraisal;

developer credentials;

pro forma operating statement; and

project marketing plans.

If all goeswell, the developer will receivethe
permanent take-out commitment and the construction
loan commitment. The commitment letter will specify all
conditions of theloan, how much and when fundswill
be dispersed and the interest rate and term of the loan.
Usually, construction loans are paid out according to a
loan draw schedul e designed to provide money only as
it is needed to progress through the devel opment
process.

ecause manufactured housing land-lease

B communities are a good source of affordable

housing, the federal government often assists
those who develop or rehabilitate (may bein conjunc-
tion with acquisition or refinancing, not for second
mortgage loans) such properties. Under the Section
207(m) program, the Federal Housing Administration
(FHA) insures loans for these purposes on communities
of at least eight spaces. The maximum loan amount is
$9,000 per space, although in areas of high housing
costs, the limit may be increased by as much as 140
percent. In addition, the total loan cannot exceed 90
percent of the value of the completed project. Debt
service cannot exceed 111 percent of projected net
operating income. The insurance covers both the
construction and permanent loans, with terms aslong as
three years for construction and 40 years for the
permanent loan. Insurance should make the job of
finding alender much easier. Also, the loans are non-
recourse and assumable to subsequent purchasers.
Theseloansare for land-lease communities only, though
coop arrangements may also qualify. The homes must
be HUD-code homes, not those custom built according
tolocal building codes.

Anyone interested in securing FHA insurance for a
project should contact the local field office for forms
and details on the application process. Field officesin
Texas are located in:

 Dallas(214-767-8300)

» Houston (713-313-2274)

* Lubbock (806-472-7265)

» SanAntonio (210-472-6806).



Section 2
Operating the Property

Chapter 5
Leasing Space to Users

easing a manufactured home community space

should be treated in essentially the same

manner as renting asingle-family, detached
residence. The main difference is that the manufac-
tured home community tenant moves the entire home
with furnishings to the site rather than just home
furnishings.

This chapter describes many of the considerations of
leasing space in a manufactured home community. It
includes setting rent level s, advertising and marketing,
qualifying tenants, leasing and | ease consideration.
Much of the material in this chapter has been drawn
from the references cited at the end of this publication.
Special appreciation isowed to the National Apartment
Association (NAA) and the Texas Manufactured
Housing Association (TMHA).

Setting rent levels

The park manager markets rental space by matching
services of the unit (such aslocation, life-style ameni-
ties and cost) to the specific needs and requirements of
prospective tenants. Thefirst step isto develop and
maintain a current rental rate schedule for the subject
property by keeping abreast of local market conditions
for comparable lots. In addition to the rental rate,
attention should be given to the number of vacant units
for rent and concessions provided to tenants.

Survey. The best way to determine lot rental ratesis
to conduct amarket survey of parksin similar neighbor-
hoods and those competitive with the subject park
(including proximity to work and shopping, park size,
amenities, lease terms and level of upkeep). Rates for
currently-vacant lots set the market price; do not be
concerned about the rates that are charged for occu-
pied units that are not currently available. The best way
to assess competition is simply to check newspaper
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advertisements, ask other owners and inspect vacant
properties personally.

M aximize income. The objective of a manager is
not necessarily to have 100 percent occupancy but to
have maximum annual income from the lots; there are
trade-offs between increasing the rental rates and
decreasing the occupancy rate. In fact, if a manager
consistently experiences an occupancy rate of 100
percent, the rental rates are probably too low.

Rent reviews. Another issue relating to setting rent
schedules relates to how often the rent levels should be
changed or reviewed. Of course, the rental rate on a
given lot cannot be raised during the term of the existing
lease, but manufactured housing park |eases expire
continuously. Managers should compare their rates with
those of the competition at least every six months.
Some managers want to keep abreast of the market
continually and consider adjusting their rental rates
every time alease expires. Theoretically, the appropri-
ate length of time between reviews varies with the
changing level of areaeconomic activity and housing
conditions.

A rapidly changing economy or achanging housing
stock probably requires a short time between rent
reviews, if profits are to be maximized. Because
conducting a market survey of comparable units
requirestime and effort, 12 months or more might be
sufficient in an economy inwhich supply and demand
for housing unitsis slow to change.

Once renta rates have been established, the manger
must focus on the best way to market and advertise the
units. It generally is desirable to maintain acertain
amount of similarity among tenantsin each group of
rental units, such as single adults only, young couples
with children, retired couples, white-collar workers or
students. Advertising policy determineswhich medium



should be used and what message should be conveyed
to attract desired tenants.

Advertising and marketing thepark

ecause advertisingistelling about the community
B and product, marketing techniques for a manu-

factured housing park and an apartment
complex are similar. The NAA stresses that the best
advertising avail ablewill accomplish four things. It will
draw attention, arouse interest, create desire and
stimulate action. Advertising amanufactured housing
park is doneto cure a current vacancy problem, ensure
againgt afuture problem or both. Problem-solving
advertising triesto raise the park’s occupancy rate and
generally will befound in newspapers, radio-TV, billboards,
direct mail and apartment-locator services. Institutional
advertising promotes the general reputation of the park
and frequently isfound in telephone directories, chamber
of commerce annuasor on give-away promotional items,
such askey rings, pencils and calendars.

Spending. The advertising budget depends on the
park’s development stage and current problems.
Because advertising is expensive, NAA recommends
keeping an accurate evaluation of itsimpact on pro-

spectiveresidents. Pertinent information includesthe
following:

* How many people visited the park?

* How many telephone inquiries were received?
* How did the prospects find the park?

e What arethey looking for?

* How many qualified?

* How many leased spaces?

* Arevarious advertising programs effective?
* Areleasing techniquesworking?

e |squality traffic attracted?

* |san adequate traffic-flow developed?

e Issufficient walk-in traffic generated?

These data should betallied at least weekly so the
following issues can be evaluated.

Telephone. The office telephone is an excellent
marketing tool. Use it to make appointments to show
property. If the prospect does not show, call and
reschedul e the appointment.

Maintenance. Curb appeal is what the public sees
when they drive by a park and is one of the most
valuable salestools. The NAA advises that the park be
“clean and green.” It isthe manager’s responsibility to
see that the grounds are maintained according to the
owner’s standards.

Signs. The signs for the park should be placed so the
public can easily and quickly find the office, recreation
building and individual addresses. Try shopping the
competition—see how long it takesto find their office.

Lighting. Intoday’s society, lighting isnot just
decoration. The concern for security makes it a must.
Ouitside lighting must be checked routinely. Further-
more, when lights are out, accidents are more likely, and
owners are more vulnerable to lawsuits.

Appearance. Common areas of the park are shared
by residents and inspected closely by prospects. These
facilities should always be clean and in good repair. The
office generally isthe first place a prospect sees and it
will leave alasting impression. The public areas of the
office should always be clean, neat and organized.
Managers are not just leasing manufactured housing
lots; they are marketing themselves, their company and
the park community.

Attitude. To sell itself and the park community,
management must strive to communicate positively and
enthusiastically. NAA counsels managers to be sincere,
know the product and have a genuine interest in
prospects.

Service. Special attention paid to treating all appli-
cantsand existing tenantswell and providing excellent
service contributes to the promotion of the community.
A satisfied customer is the best type of advertising.
Neglected tenants can create an unwelcome atmo-
sphere and contribute to management problems.
Leasing

If marketing and advertising programs have been
successful, the property manager will have many people
interested in renting park lots. A lease application form
and deposit will screen out frivolous prospects. These
instruments al so provide the manager with additional
information with which to evaluate whether the pro-
spectiveresident is suitable.

Leasing or selling includesgreeting and qualifying the
prospect, showing the property, taking the application
and following up.

Greeting prospects. The first meeting with prospec-
tiveresidentsiscritical. It generally is part socia and
part business. The manager wants the applicants to
relax and talk about their needs and preferences. They
need to know the basic requirements for park residents
regarding children, pets and the age and physical
reguirements of manufactured housings. They also need
to know about the services and amenities provided, in
addition to thekind of peopleliving in the park. NAA
advisesthat the park manager be businesslike, polite
and concerned about the residents.

Qualifying prospects. The manager needs to obtain
certain facts about the prospects’ household with
respect to size, pets, source of employment, income
level and the age, size and utility requirements of their
manufactured housing. Thisinitia conversation allows
both partiesto decide if they are interested in pursuing
the leasing agreement. NAA recommends that written
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resident qualification criteriabe formulated by the
owner to guarantee uniformity of qualificationsrequired
for acceptance into the park community. This helps
protect against unfounded charges of discrimination and
allows the manager to tell the prospect what the
requirements are without involving personalities. If the
prospects have three large dogs and the regulations
prohibit all dogs, for example, give the prospect the
name of a competitor who allows dogs. The prospect
will appreciate the advice, the competitor will appreci-
ate the referral, and problems associated with the dogs
will be avoided.

Showing the park. After the initial conversation, if
the prospects are still interested in the park and accept-
able to management, they should be given atour of the
park. The route should present the park in the best light
without overselling. Do not minimize the requirements
or make promises that cannot be kept. The tour should
includethe office-information center, pool, availablelots,
prospects’ actual lots, their parking area, laundry room,
mailboxes, dumpster and service and storage area.

During the tour, explain more about the services,
clubhouse, social activitiesand the peopleliving inthe
park. By the end of the tour, find out where the pros-
pects are moving from, why they are moving, where
elsethey havelived, how long, and how long they
expect to live in the park. Managers who know their
market well should be able to sell the advantages
without knocking the competition.

Taking applications. If prospects like the park and
are apparently qualified, give them a copy of the park
rules and regulations, a security deposit agreement, a
lease application and a rental agreement. The prospects
should complete and sign the rental agreement at this
time. A good rental application includes the prospect’s
name, current address, how long the prospect has lived
there, the party to call in case of emergency and
information about any handicapsand disabilities.

The application should enable the manager to
ascertain if the prospect’s past rent payment record and
socia behavior are acceptable, as well as whether or
not they havefulfilled past contractual obligations. The
employment history allows the manager to verify the
prospect’s salary, the permanency of the job and the
prospect’s record of responsibility. Bank and credit
references should also be checked. The application
form should also grant permission for theinformation to
be verified. A sample application formisfoundin
Appendix B.

The basis for rejecting a perspective resident’s
application might be unemployment or short-term
employment, arisky credit history, ahistory of bad
checks or areputation as a “lease jumper.” A record of
reasons for rejection should be kept onfile.
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Applicants should be told that management requires
acertain number of daysto verify the application, and
when they will be contacted. Thiswill givetimeto
complete a credit check, aswell astalk with current
and former employers and landlords. After approving
the application, the resident will haveto sign therental
agreement and security deposit agreement. Residents
should receive acopy of everything they sign.

Follow-up on the initial meeting. One type of
follow-up consists of telephoning or sending aletter to
the suitable prospects that have not yet made a deci-
sion. The other type isto contact those who have just
signed the lease. Tell them, “ You have made a good
decision; | know you will likelivingin our park.” Onthe
day the new residents arrive, be available to answer
guestions and make sure that the appropriate service
people make the utility connections and manufactured
housing installation according to governmental and park
regulations. Now is agood time to give newcomers an
information packet containing useful facts about the
park and local community.

L eases

eases should be in writing and signed by the

tenant(s)—including both spousesfor married

couples. A good lease minimizes potential
misunderstanding between alandlord and tenant. A
simple sentence may address a point not specifically
covered in the general body of law. Court cases can be
avoided or restitution obtained more quickly for the
damaged party in such cases as delinquent rents,
eviction procedures, property damage and repairs or
abandoned personal property with aproperly written
lease. Park policies should be provided and explained
before the lease is executed. The major points to be
covered include swimming pool palicies, parking
assignments, trash pick-up procedures, recreation or
clubhouse rules and respect for the privacy and prop-
erty rightsof others. Storage availability, laundry
facilities, maintenanceresponsibilities, pets, child
supervision, rent due dates and late charge assessments
should aso beincluded. NAA advises that the manage-
ment let prospects know what is expected of them
before they commit to the lease agreement. This
constitutes akind of psychological screening because, if
these major points cause concern, prospectswill likely
conclude the interview on their own, and the manager
will have screened out a prospect who would not have
made a good resident.

There are several good lease forms available, such
as the one developed by the TMHA for its members.
No matter what form is chosen, discuss the major
points of each form with the applicant and be willing to
respond to questions.



A sampleleaseis contained in Appendix B. Some
important provisions of the TMHA lease are:
Names of lessor and lessee
Date of lease
Description of premises—the |ot to be rented
Length of the lease; may be renewed on a month-
to-month basis provided that the lessee gives
specified advance notice
Rental rate per month

Use of the premises

Use for manufactured housing
Number and type of vehicles permitted

Activity restrictionsregarding usefor business,
business vehicles, vehicle maintenance and
hobby and recreational activity

Lessee claims no title or interest in the leased
property beyond the leasehold estate

Care of the premises

Require a specified breakage and clean-up
deposit. Thiswill be returned on move-out if the
siteis clean and permanent park fixtures are
undamaged beyond reasonable wear and tear.

Tenants should agree to use reasonable dili-
gence in the care and maintenance of the
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premises—to keep the premises free from any
nuisance or rubbish. The tenants should agree
to accept the premisesin their present condition
as suitable for the purpose for which they are
rented.

The lessor will make repairs to water and
wastewater components permanently installed
ineach lot. The appropriate utility isresponsible
for maintenance and repair of the utility compo-
nents permanently installed in each | ot.

Embellishment required, such asskirts

Embellishment permitted, such as carports,
patios, fences, landscaping and equi pment
sheds

Improvements—neither landlord nor tenant is
required to make any improvements. The
tenant may make permanent improvements
permitted by the landlord. However, permanent
improvements generally are alterations of the
property. Such alterations become afixture to
the property, and thus, the property of the
landlord.

The lessor should be released from damages to
the lessee’s property or persons of the lessee’s
household while on the premises.



Chapter 6

Managing a Manufactured Home Community

anaging amanufactured housing community
M is not easy. The manager must be con-

cerned with office operations, purchasing,
budgeting, employeerelations, park maintenance and
resident relations. Most of the material presented in this
chapter is taken from references listed at the end of this
publication.

Office operations

The office isthe business and communications
center of the park community. It isalso thelogical place
to maintain the park’s files and records. It needs to be
neat, well-organized and open during regular business
hours. A good recordkeeping system is the basis of an
effective budgeting, planning, maintenance and resident-
relations program. The TMHA recommends that the
main officefilesbedivided into thefour following basic
parts.

Permanent records. These should be stored for
each space and contain four files. The resident files
have all document and information concerning the
tenant—such asoriginal application, rental agreement,
pet agreement and records of notices. The administra-
tive files consist of financial reports, maintenance
records, warranties, emergency information about
utilities, phone numbersfor police, fireand gas. The
blank forms file is for lease applications, rental agree-
ments, security deposit agreements, rules and regula-
tions, monthly report forms, employee forms, mainte-
nance forms, purchases and order forms. The dead file
contains residency documents or former residents and
rejected applications.

Pending files. These contain all the documents of
unfinished business, such asresidents’ applications,
unsigned leases, requests for use of the clubhouse,
purchases orders and incompl ete inspection sheets.

Resident emergency information. Completed
application-for-lease forms should be kept for use
during an emergency.

Fileinventory. A list summarizing the location of all
park’s records and business papers should be maintained.

Purchasing

The park manager generally isresponsible for
purchasing supplies and contracting for certain service
work. Thisfunctioniscritical to profitable operation of
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the park and requires the manager to constantly check
the marketplace. There are severa items that should
be considered when contracting for major services.
Have a contract in writing and get at least three bids;
and make sure the specifications are correct for sizes,
colors, and models. Assign clean-up responsibility. Have
some provision for final payment to be held until thejob
is completed satisfactorily. Have the contractors obtain
permits and provide proof that their licenses and
insurance comply with all written laws. Spell out
warranties and guarantees. Spell out any partial pay-
ment arrangements. The reputation of suppliers and
their ability to deliver goods on scheduleisimportant.
Suppliersshould have provisionfor emergency deliveries.

Budgeting

An operating budget isauseful tool for comparing
anticipated income and expenses with actual amounts.
A budget for atypical 200-unit community isshownin
Exhibit 6. It beginswith potential grossrental revenue,
which isthe amount of revenue generated if all units
were rented year-round. Other income sources, such as
laundry, vending machines and | ate fees are added, and
an allowance for vacancies and collection losses
subtracted. The result is called effective gross revenue.

Expenses from operating the property are subtracted
from the effective gross revenue to produce the net
operating income. These expenses do hot relate to
financing or income tax expenses. They arejust to
maintain the property. Categoriesinclude advertising,
payroll and payroll taxes, repairs and maintenance,
supplies, property taxes, insurance, office, legal and
professional services, utilitiesand miscellaneous. The
amount of these operating expenses tends to vary
dlightly, depending on vacancy ratesand level of
services provided. The amount may vary somewhat
with therent level but istypically in the range of $50 to
$60 per month per lot.

The debt service, which includesinterest expense
and principle amortization, is subtracted from the net
operating income to derive before-tax cash flow. Fixed-
rateloansare still used extensively, although variable-
rate |oans and participating |oans are common. Income
taxes generally depend on the personal situation of the
owner and are, therefore, not considered an expense of
the property.



Exhibit 6:
Manufactured home community

pro forma example

annual monthly
per cent* $per park** $per lot
potential grossrental revenue
(200 unitsx $175 x 12 months) 100.0 $420,000 $175.00
other income (laundromat, latefees, etc.) 3.0 12,600 5.25
lessvacanciesand collectionloss -5.0 -21,000 _-8.75
effective gross revenue 98.0 411,600 171.50
less operating expenses
advertising 1.0 4,200 1.75
payroll and payroll taxes 16.4 68,800 28.68
repairsand maintenance 3.3 13,800 5.74
supplies 1.0 4,200 1.75
property taxes 7.6 32,100 13.38
insurance 2.2 9,200 3.82
office, legd and professiona 2.2 9,200 3.82
utilities 10.9 45,900 19.12
miscdllaneous 1.0 4,200 _1.75
total operating expenses 45.6 191,600 _79.83
net operatingincome (NOI) 524 220,000 _91.67
lessdebt service (principal and interest) -32.1 -135,000 _-56.25
$1,500,000 debt at 9% constant P& |
cash flow beforetaxes 20.2 $85,000 $35.42

*percentages of potential gross incomes
**for 25-acre park with 8 lots per acre or 200 lots total
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Employee relations

anagement is getting work done through
IVI others. A typical small-to-mid-size commu-
nity employsone part- or full-time mainte-
nance assistant and an office assistant in addition to the
manager. A manager plans to meet certain goals and
objectives, organizes the work of the plan and controls
actions to meet the goals and objectives. In short, the
manager oversees others who do the actual work.
Staffing, training, directing and controlling workers
represents a large portion of the manager’s efforts.
Before considering hiring employees, amanager
should have afirm idea of the qualifications needed.
Study (or devel op) thejob description and determine
which characteristics are most important.

Park maintenance

A well maintained park benefits everyone. It reduces
emergency repair problems, tenant complaints, turnover
and marketing. In other words, good maintenance can
increase profits. The key to good maintenance is
planning. The manager has an obligation to both the
park owner and the residents to see that the grounds,
equipment and facilities are well maintained. Expendi-
tures on these itemstypically will exceed 3 percent of
the park’s operating budget, depending on thefacilities
and equipment provided and the owner’s objectives.

The manager should inspect the entire park fre-
guently to be sure that the details of the maintenance
program are being implemented. The manager also
should know the owner’s plans so there can be ad-
vanced planning on the maintenance budget. There
should bearegular schedulefor cleaning, maintaining
and repairing the equipment and facilities. Prepare alist
of maintenance that should be done daily, weekly,
monthly, bimonthly and seasonally. Swimming pool
testing and maintenance generally require the most time
and expense.

Insurance. There are several types of insurance
needed by manufactured housing parks. Whenever
some type of risk could have agreat financial impact on
the park, insurance should be purchased. This section
covers the magjor types that NAA says should be
considered.

Fire insurance. Because the chance of fire and the
potential loss are great, most mortgage lenders require
the debtor to purchase fire insurance on manufactured
housing park improvements. Thebasicfirepolicy is
standardized by Texas law and coversloss by fire and
lightning, while extended coverage endorsementswill
add protection fromwindstorms, hail, aircraft, vehicle
damage, riots, smoke and explosions. Vandalism and
malicious mischief are other common endorsementsto
firepolicies.
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Liability insurance. The major liability exposure for
amanufactured housing park isfor negligence. The law
prescribes conduct that avoids damage to possessions
or injury to persons. If managers do not do what
reasonabl e persons would have done under similar
circumstances, and their neglect causes property
damage or injuries, they may be held liable. To beliable,
four conditions must be present:

1. legal duty to protect theinjured party,

2. failureto perform that duty,

3. someoneisinjured and

4. inaction (or action) must have caused the injury.

Besurethat theliability policy callsfor medical
payment and immediate first aid coverage, regardless of
whoisliable.

Bonding employees. It is a prudent business
practice to insure against theft and embezzlement by
employees.

Burglary and robbery. Park offices are easy theft
targets and, therefore, should be insured; remember to
include office equipment with the contents portion of
thepolicy.

Nonowned automobiles. When a maintenance
person or manager goes on a business errand and has a
car accident, the park may be sued. Insurance is
availableto cover thisrisk.

Gas safety. Each park using natural gas must meet
federal safety standards. The system includes transmis-
sion from the public utility’s master meter to the point
wherethedistribution line connectsto theindividual
manufactured home. The minimum requirementsfor
public safety in operations and maintenance of gas
pipelines are stated in Title 49 of the Federal Pipeline
Safety Act (available from the Texas Railroad Commis-
sion in Austin). There are state laws regulating the
parts of gas systems not covered by federal law. Park
managers should be familiar with these laws. Most of
these regulations set standards that should be met when
the park is constructed. The TMHA suggests that
because most of thiswork must be done by qualified
persons, the manager’smain responsibilities are:

* |Ingpecting for above-ground leaks. Manufactured
housing park drawingsindicating the exact
location of al underground utilities should be
available for reference.

Finding qualified personsto conduct major leak
surveys. Federal officials recommend that a
survey be done every year and require one every
five years.

Providing the owner with adequate information on
the condition of underground pipelines.

Seeing that all repairs and additions are done by
qualified persons.



* Preparing maintenance and emergency plans and

keeping adequate records.

Certain information about the size of the park’s gas
distribution system must be reported on specified forms
to the National Response Center of the Department of
Transportation each year. Park managers also must
report immediately by tel ephone (800-424-8802) any
leaks that have seriously harmed people, done more
than $5,000 in property damage or are otherwise
significant.

Legal considerations. Park operations are gov-
erned by federal and state laws, case law (court-made
law), county commissioners’ directivesand city ordi-
nances—and all are binding. See Appendix C for
information on state regul ations potential ly affecting
operation of the park.

Because most of the current landlord-tenant statutes
are concerned with renting “dwelling units,” park
operators who rent only lot spaces are not technically
covered. However, they would be well-advised to
follow the spirit of the Texas |andlord-tenant laws.

Federal law. Federa law prevents discrimination
based onrace, religion, sex, color, or national origin,
while Texaslaws prohibit discrimination against the
blind, visually handicapped or otherwise physically
disabled persons. Some cities have ordinances that
prohibit other forms of discrimination, such as screening
tenants based on number of children, age, marital status
or sexual preference. Owners may discriminate on any
nonprotected basis, such as against sky divers, bugle
blowers or those with insufficient incometo bereliable
tenants.

Deceptive Trade Practices Act. The Texas
Deceptive Trade Practices Act prohibits false, mislead-
ing and deceptive acts in the sale or lease of any goods
or services. A landlord who knowingly misrepresents
the characteristics, benefits, quality or terms of the
lease or of the park might be held in violation of the act.
A landlord must disclose any known material facts that
would assist the normal tenant in making adecision to
rent or not.

Landlord remedies. A landlord has three remedies
for atenant’s nonpayment of rent. The landlord may cut
off utilitiesfor which thelandlord pays. Thelandlord
also can execute alandlord’s contractual lien by seizing
any nonexempt property, if the provisiontodo sois
underlined or in bold print in the lease. Asalast resort,
the landlord may evict the tenant; however, the landlord
must follow rules and procedures.

Reference sources. There are many specific
sections of the law that park managers need to

understand thoroughly—such as |ease terms, security
deposits, habitation, eviction procedures, unauthorized
vehicles and security devices. Three excellent sources
of this information are: A Guide to Manufactured
Home Community Management, published by the
Texas Manufactured Housing Association in Austin,
The Redbook, published by the Texas Apartment
Association in Austin and the Landlords' and Tenants
Guide, published by the Real Estate Center at Texas
A&M University in College Station (see page 48).

Resident relations

ood resident-manager relations arise out of

understanding and communication. A good

manager is constantly informing the residents
of all park policies and procedures. Good relations are
devel oped, not only with the spoken word but also
through unspoken messages such as body language,
expressions, attire, office appearance and the manner in
which management businessis conducted. Clear,
concise communications and policiesincrease predict-
ability, reduce turnover and improve the general har-
mony within the park.

Communication guidelines. Use simple and direct
language. Do not talk up or down to others. Give
whole-hearted attention when another istalking. Speak
to the point of the message, not to the personalities
involved. Define the dispute properly; do not get
distracted by minor issues. Agree with everything
possiblein the other person’s positions. The manager
should thank the resident for bringing attention to the
problem. Know and use the residents' names when
talking to them. Keep personal and businesslives
separate—be friendly to all and afriend to none.
Thoroughly know the reason for and the purpose of the
park rulesand regul ations. Consider publishing apark
newsletter on aregular basis. Keep up the appearance,
service and repairs of the park.

Activities. There are five major types of socia or
recreational activities: the park newsl etter, social
activities (such as dinners, dances and entertainment),
games, hobbies and educational programs. It generally
is better to have one of the residents be the social
director. That person can more easily learn what the
residents want and make plans accordingly. The amount
of compensation, if any, depends on the effort required.
The manager’s main task isto assist in planning the
programs, make surethe public facilitiesare available
when needed and see that the event is publicized.
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Chapter 7

Income Tax Consequences of Operations

or tax purposes, operating a manufactured
F housing park is no different than operating any

other business. All of therental revenueis
reported as taxable income. All ordinary and necessary
expenses directly connected with the business are
deductible from taxable incomeif the amount is reason-
able. Because of complex tax laws, the tax treatment of
certain items of income and expenseis clarified here.

Revenue

A description of tax treatment of revenue follows.
Rental revenue. Rental revenue received from
manufactured housing park residentsistaxableincome
when received by a cash-basislandlord. Rent is taxable
to alandlord on the accrual basis over the period of the

lease unless received in advance. Advance rent is
taxable income regardless of whether the landlord ison
acash or accrual basis. Consequently, thereislittle
advantage to be gained by being on an accrual basis.
Some expenses that have been incurred may be
deducted before being paid.

Security deposits. As a general rule, security
deposits are not taxable income. But a manufactured
housing park owner who offers to apply a security
deposit against the last month’srent in advanceis
creating taxable income at the time the deposit is
received.

A forfeited security deposit isto be reported as
income. Repairs to the damaged property, which gave
rise to the forfeiture, are deductible.

Expenses

The three main categories of expenses are interest,
depreciation and operating expenses. Interest isin-
curred when there is a debt. Depreciation is the most
favored tax deduction because it provides a deduction
with no cash outlay. Operating expenses are tax
deductible, although differences between repairs and
capital expenditures are frequently a source of dispute.

Interest. Interest used to acquire or operate a
manufactured housing park is considered adeductible
business expense. One should note, however, that the
Internal Revenue Code specifies a minimum interest
rate. If this minimum isnot met, the IRS will impute
interest. In addition to increasing the amount of interest,
imputed interest can cause areduction in the selling
price, areduction of gain to the seller, and a decrease of
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the tax basis and future depreciation deductionsto the
buyer. If below-market rate financing was used, check
theIRS original discount issuerules.

Depreciation. The depreciation term is 272 years
for residential property, and straight-line depreciation
must be used.

Repairs versus capital expenditures. Repairs
made to keep the property in an efficient operating
condition are deductible in the year paid or incurred.
These are distinguished from capital expenditures, such
asfor replacements, aterations, improvements or
additions. Capital expenditures, which extend thelife of
property, increase its value or make it adaptable to a
different use, must be depreciated. For example, putting
anew roof on a manufactured housing park club house
isacapital expenditure, but the cost of repairing oneis
currently a deductible expense. The costs of repairing
leaks are expenses, while the costs of bricking awall or
rearranging alighting system are capital improvements.

Payroll. Amounts paid to a resident manager,
including payroll taxes, are deductible. Proper amounts
must be withheld for federal income tax and Social
Security. As an employer, the manager is responsible
for applicable Social Security payments, state unem-
ployment insurance and workman’'s compensation, in
addition to withholding from the employees’ salary (to
cover income taxes).

IRC Section 119 excludes lodging as compensation
only if the employee must accept the lodging on the
employer’s business premises as a condition of employ-
ment. A tax case ruling stated that, when the sole
stockholder of a manufactured housing park occupies a
unit rent-free, the stockholder must report the fair rental
value of the unit as taxable income.

Other deductible items. Other expenses, deduct-
iblewithinthe guidelines noted earlier, are:

compensation

bonuses

* retirement plan compensation
repairsand improvements
rent

travel

entertainment

advertising

insurance

supplies



* transportation e kickbacks

* legal expenses * pendties

Nondeductible expensesinclude: In most tax matters, the burden of proof ison the
e bribes taxpayer. Consequently, be sure to maintain complete
e fines records of all transactions.
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Chapter 8

Resale Considerations

T here will come atime when selling a manufac-
tured housing park isdesired. The best timeis
when prospects are good for afast sale at a high
price. However, when a sale is desired, conditions are
seldom so favorable. This chapter offersinformation on
the resale of a manufactured housing park. This
includes value change expectations, marketing efforts
and incometax implications.

Valuechange expectations

The developer of a manufactured housing park
usually can anticipate appreciation of the development
because of the increasing value of the manufactured
housing park as a business enterprise and the increasing
value of the underlying land on which the manufactured
housing islocated. Furthermore, real estate tends to
offer aninflation hedge, although improvementsdo
depreciate over time.

Business value. First, the manufactured housing
park is abusiness. Investment properties of all types,
including manufactured housing parks, tend to sell for
prices that are related to the income they generate. A
well-located and well-maintained park should produce
increasingly greater net operating income because of
demand and good management. There should be
sustained demand for spacesin awell-located park, and
over time the demand should be translated into increas-
ing rental rates. Careful management of the manufac-
tured housing park will insure that operating expenses
are controlled. These two elements should result in an
upward trend in the park’s net operating income and, if
the market values net operating income at a reasonably
constant multiple, the value of the park as a business
should increase over time. The owner will realize, of
course, that in time the rate of growth of any business
will slow and, therefore, the growth rate at which the
value of the park increases will slow aswell.

Land value. The second reason for property
appreciation isrelated to rising land values. If the park
iswell located with respect to the direction of urban
growth, the potential for moreintensive future land use
issubstantial. In fact, amanufactured housing park is
an excellent interim use for awell-located tract. The
income from the park can reduce or eliminate the
carrying cost associated with raw land investment. If a
commercial or industrial use becomesthe highest and
best use for the tract, the property improvements used

29

for the manufactured housing park can easily be
removed. Or, if the property seems well-suited for
residential development, some of theimprovements may
have value for a permanent residential development. A
farsighted devel oper may even plan the development of
the manufactured housing park so that it may be
converted to other usesin the future.

If the highest and best use of the property ceases to
be a manufactured housing park, the owner may seek a
new location for a park and begin the process again.
Some park residents may even move to a new location.

Inflation hedge. A properly selected real estate
investment islikely to be a satisfactory hedge against
inflation. Thisassertion generally issupported by
historical data on property values. Property values often
increase faster than the general price level. However,
the investor must understand that all real estate will not
automatically increase in value. Real estate values are
set by the market. Changes in the general price level
are not translated automatically to increased values for
particular parcels of real estate. Real estate parcels
increase in value because of demographic pressures,
urban growth and, in the case of income-producing real
estate, higher levels of income. Thus, there can be an
expectation that awell-located manufactured housing
park will serve as a hedge against inflation.

Economic depreciation. The life expectancy of
manufactured housing parksisten to 35 years, depend-
ing on quality, and to agreat extent on business man-
agement and regional economics.

The depreciation table for manufactured housing
parks (Exhibit 7), from Marshall and Swift, isbased on
physical depreciation only and is based on the assump-
tion that anormally well-maintained park will have
components replaced or renewed as they age. Adjust-
ments should be made for deferred maintenance.

Manufactured houses usually have a life expectancy
of ten to 45 years, depending on quality and year built.
Those produced after the enforcement of more strin-
gent national and local codes may have alonger life
expectancy.

The intersection of effective age in years with the
“typical life expectancy” offers the percentage depre-
ciation. For example, suppose ahigh-quality manufac-
tured housing park has a 35-year life expectancy. By
ageten, it is 28 percent depreciated (lossin value from
the cost of a new one).



Exhibit 7:
Normal depreciation

percentages for manufactured
home communities

typical lifeexpectancy in years
effective
age manufactur ed housing parks manufactured homes
inyears
10 15 20 25 30 35 15 20 25 30 35 40 45
1 6% 4% 3% 2% 1% 1% 5 4% 3% 3% 3N 2% 1%
2 13 9 6 4 3 2 9 7 6 6 5 4 2
3 2 14 10 7 5 3 14 n 8 8 8 6 3
4 27 19 14 10 7 4 18 14 n 10 10 7 4
5 A 24 18 13 9 5 2 17 13 12 12 8 5
6 i 0 2 16 n 7 2% 2 16 14 14 10 6
7 48 b 2% 19 14 9 0 3 18 16 15 12 7
8 54 40 0 2 17 n B 2 21 19 17 13 8
9 5 45 A 5 2 14 37 2 33 21 19 15 9
10 64 50 33 2 33 17 4 Y 5 33 21 16 n
12 71 58 46 b 2 21 48 37 2 2 24 19 13
14 6 53 » A 5 5% 3 A D 2 3 16
16 71 58 48 3 2 48 Y A K1l 2 19
18 53 3 B 5 “ 3 A 2 2
20 67 57 47 37 60 48 4 37 3 5
2 71 60 51 4 66 2 45 4 b 2
24 63 54 a7} 57 49 a7} 37 Y
% 65 5 a7 63 2 a7 40 b
2 67 58 50 5 50 3 3B
K0 60 2 60 54 46 i
K2 61 54 63 5% 49 a7}
A 56 5 2 48
b 53 62 54 51
3 66 57 5
40 60 5
vivd 63 58
V%) 64 60
46 61

Source: Copyright Marshall and Swift. Reprinted by permission of Marshall and Swift.
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The life expectancy of a manufactured house can be
influenced greatly by itslocation—effects of the
individual sites, the type of park and local acceptance of
sizes and styles. Influences causing economic obsoles-
cence are not considered in the tables.

Marketing efforts

The manufactured housing park marketing process
will includeidentification of asalesagency, thetime
expected for consummating a sale, the commission and
costs associated with a sale and terms that may be
employed in the sales contract. The manufactured
housing park is characterized by land with limited
improvements and short-term leasehold estate
commitments.

Selling agents. Relatively few real estate marketing
firms have great expertise in manufactured housing
park brokerage. To gain the necessary market expo-
sure, the agency selected should be at least regional or
statewide.

Marketing period. The time required to generate a
saleisshortest if the park iswell managed, in good
condition, experiencing low vacancies at market rents
and of moderate size (100 to 300 spaces). Under the
best conditions, asale closing could be completed three
monthsfollowing market introduction. Lessthan
optimum circumstances can extend the marketing
period to longer than ayear.

Timing the saleisimportant to maximize profit. The
property should look itsbest. Therefore, spring and fall
are the best times to offer a park for sale. During the
hot summer, the grass may be brown and present a less
appealing park appearance. In addition, it is much better
to offer the property just after raising the rents to
maximum rental rates in the marketplace than to
suggest that prospective buyers raise the rents.

Commissions and costs. Sales commissions are
negotiable and are related to the broker’s desire for the
business and the size of the transaction. During periods
when sales are slow, agencies may be willing to reduce
commissionsto get thelisting. Small transactions (sales
pricelessthan $1 million) may command commission
rates of about 6 percent while those significantly larger
than $1 million may realize commissionsaslow as4
percent. Who pays the commission is negotiable
between buyer and seller in the sales contract. In
general, the seller placing a park on the market pays the
commission, but occasionally abuyer seeking an
unlisted property may be willing to pay the broker’sfee
if the right property islocated and purchased.

Other costsinvolved in the transfer of property
ownership are common to nearly all property types.
These costsinclude:

» appraisal (often paid by buyer)
* survey
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title insurance or attorney’s abstract of title and
titleexamination

attorney’s fees to prepare a deed and other
documents; the attorney should be highly sophisti-
cated in real estate transactions

transfer tax

recording fees (often paid by buyer)

settlement and closing costs

Sales-contract terms. From the seller’s viewpoint,
negotiable terms could extend from an all-cash transac-
tion to an exchange of the manufactured housing park
for other property. Furthermore, the terms could include
seller financing using awraparound mortgage or other
techniques. If the seller does not require the cash
immediately, it may be desirableto arrange aninstall-
ment payment method. If the seller wishes only to get
cash from the property and desires continued current
income from the park operation, a sale-leaseback
agreement might be considered.

Seller financing. Existing manufactured housing
parks most often are financed by the seller. Moreover,
seller financing may be the only method of financing the
purchase of amanufactured housing park when institu-
tional financing isunavailable. Commonly, the seller
financesaportion of the selling price, in conjuction with
abuyer’s assumption of an existing first mortgage.

T here are three principal reasons for the seller to
consider accepting a mortgage as partial pay-
ment on asale:

1) The seller may want to spread the taxable gain
over a number of years and, therefore, prefer an
installment sale.

The manufactured housing park does not qualify
for mortgage insurance. Therefore, an institutional
lender probably will be unwilling to financethe
sale of an existing manufactured housing park.
The seller may need to negotiate favorable loan
terms and an interest rate for expeditious loan
closing.

Providing favorable seller financing may facilitate
ahigher selling price with the attendant favorable
capital gainstreatment. Thisistempered by tax
laws pertaining to imputed interest and original
issue discount.

There are two principal reasons for a buyer to
consider giving money mortgageto the seller as partial
payment on the purchase:

1) Thebuyer may be able to negotiate aloan achiev-
ing high leverage with favorable mortgage terms.
Mortgage clauses, including payment timing,
payment structuring, personal liability and prepay-
ment options can be negotiated to suit the buyer’s
requirements.

2)

3

2)



Tax consequencesof asale

n the sale of a manufactured housing park,

gain or lossis measured by the difference

between the selling price and the adjusted tax
basis. The installment sales technique may be used to
spread the tax over severa years when the seller
finances the sale. A tax-free exchange may defer
taxation of the gain to future years. If the park is owned
in corporate form, there is a choice of selling stock in
the corporation, liquidating the corporation and selling
the assets or selling the assets without a corporate
liquidation.

Gain or loss. The amount paid for the manufactured
housing park isthe original tax basis. That amount
generally is allocated among various assets, based on
their relevant market values, for purposes of determin-
ing depreciation. For example, supposea$1 million
park, comprised of $280,000inland and $720,000in
improvements, ispurchased. The $1 millionisso
alocated and improvements depreciated. Land is not
subject to depreciation.

Capital improvements are added to the tax basis,
depreciation claimed is subtracted. The result isthe
adjusted tax basis. Suppose that the park buyer spent
$50,000 on waste-treatment equipment and claimed
$40,000 of depreciation per year, including depreciation
on the waste-treatment equipment. After three years,
the adjusted basisis $930,000 ($1 million + $50,000 - 3x
$40,000). If the park isthen sold, realizing more than
$930,000, the excessis ataxable gain.

Supposeit issold for $1 million through abroker who
charges a $45,000 commission. Theamount realized is
$955,000, providing a$25,000 taxablegain.

Installment sale. Manufactured housing parks most
often are sold with seller financing. Asthe principal of
the note is collected, gain isreported and a capital gains
tax paid. Interest income on the mortgage is taxed as
ordinary income. Therulesgoverning an installment
sales (basically any sale where the sales priceis paid
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over aperiod of several years) allow the seller to
recognize capital gain asthe sales price is collected.
Therefore, the tax may be spread over a number of tax
years, minimizing the possibility of pushing the taxpayer
into ahigher marginal tax rate bracket. For details,
obtain IRS special publication 537.

Tax-free exchange. A tax-free exchange of real
estate under Section 1031 may be used to postpone the
tax on a sale. Both the property surrendered and
received must be held for use in atrade or business or
held as an investment. To the extent one receives unlike
property to equalize the exchange (called “boot”), the
gainwill betaxable. Relief from indebtednessisaform
of boot, as are cash and personal property. Under
current tax laws, a tax-free exchange need not be
simultaneous. One can sell real estate and put the
proceedsin escrow pending acquisition of the replace-
ment real estate. However, there is a 45-day deadline to
identify the replacement and a maximum 180-day
deadline to close the purchase of replacement. The
180-day maximum is shortened by the due date of the
taxpayer’sreturn. So, in many cases, an extension for
filing will be necessary to achievethefull 180-day
period. For moreinformation, the publication Real
Estate Exchange Under Section 1031 is available
from the Real Estate Center (see p. 48).

Corporate sales. In may situations, it may be
desirable to own a manufactured housing park in the
corporate form. In this case, there are various ways to
sell the business.

One way isto sell the corporate stock and claim a
capital gain. Another isto sell the assets and liquidate
the corporation prior to the sale. A thirdisto sell the
corporate assets within 12 months as part of a plan of
liquidetion.

All of these alternatives are to be judged by the
owner in deciding on the appropriate course of action. It
may be vital to enlist tax assistance to determine the
best plan.



Section 3
Appendices

Appendix A
Investment Criteria Examples

Financial criteria

1. Rate of return measures

a. Cash-on-cash or rate of return on equity (cash
flow divided by equity investment)

b. Annual rate of property value appreciation
c. Internal rate of return on equity, after tax

d. Minimum internal rate of return required by
investor
e. Net present-value greater than or equal to zero
. Risk measures
a. Break-even occupancy level (operating ex-
penses plus debt service divided by gross
possibleincome)
. Debt coverage ratio (net operating income
divided by debt service)
. Leverage of loan-to-value ratio

. Payback period: all cash returned within a
specified number of years
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3.

Measures combining risk and return

a. Land purchase price: maximum permissible
cost per acre

b. Development cost: maximum permissible cost
per acre

¢. Maximum permissible cost per lot of developed
site.

Nonfinancial criteria

1
2.

3.

4.

Size: desired number of manufactured housing lots
L ocation: neighborhood promising, in growth path
and near major transportation arteries
Environment acceptable: pleasing landscape and
no flood threat

For devel oped site: aesthetically pleasing and
functionally efficient design

. Ableto obtain clear title with no legal problems
. Trustworthy, reputable seller



Appendix B

Sample Forms




SECURITY DEPOSIT AGREEMENT
aeDroeeg Form (ATTACHED TO AND A PART OF THE LEASE AGREEMENT)

LESSEE: _ LOT MNO.:
Saecurity Deposit; $

This Security Deposit Agreement shall be a part of that certain lease agreemeant daled this date between the par-
ties hereto, Lessor acknowledges receipt of the Security Deposit in the amount sef forth above. This agresment
and the laws of the State of Texas shall govern all deductions from and refunds of such Security Deposil.

CDHDrTIﬂHﬁ FOR REFUND:
1. Lessea shall give at least 30 days written notice to Lessor prior to vacating the premises or terminating
the lease agreement except as may otherwise be provided in Chapter 92 of the Texas Property Code.

2. All remts must be paid in full through the end of the lsase term. Resident may not apply sscurty deposit 1o
remk.

3. All charges due under the lease, including utility bills, late charges and insufficient check charges, musl be
paid in full,

4, All residents who signed the lease agresment must have surrendered the premises without eviclion pro-
caedings being filed.

5. Lesses must leave a written copy of his or her forwarding address with Lessor.

6. Lessee shall have complied with all instructions and direclions of Lessor in connection with Lesses's move-
out,

DEDUCTIONS FROM SECURITY DEPOSIT:
1. The premises must be cleaned thoroughly. If Lessee is responsible for the yard, the lawn and grounds must
be in a neat and trim condition. A reasonable charge will be deducted from the securty deposit if the premises
are not clean or the yard is not neal.

2. Appropriala charges will be deducied for amy unpaid sums due under the lease agreement, for damages or
repairs to the premises or the mobile home (if applicable), for unpaid renl, for unpaid ulilities, and for any
court costs or attorney’s fees incurred in eviction proceedings against Lessee or Lessea's family, guests or
invitees,

3. A fixed de-fleaing charge will be deducted from the security deposit of any Lessee who has kept a pet on the
premises at any lime during the lease term.

MOVE-OUT PROCEDURE:
1. In the event of more than one resident per unit or per |0t space, each resident is jointly and severally liable for
all sums due under the lease agreemeni and the security deposil agreamant.

2. Lessor will issue only one check for tha rafund of the security deposit. Unless otharwise speciliad in writing,
the sacurity deposit check will be made out jointly to the persons signing below,

3. Alter all of the above conditions have been complied with and all lawful deductions have been made, the
balance of the security deposit will be mailed to Lessaa's lorwarding addrass, with an itemized list of any
daductions, within 30 days after surrender of the pramisaes,

4, If the total of the lawful charges, deductions, damages and other unpaid sums under the lease agreement ax-
ceed the tolal amount of the security deposit, Lessee shall pay such excess amount within 10 days after writ-
ten demand is mailed 10 Lesses,

SPECIAL PROVISIONS:

Lesses Lessor

Lessag Data:

M Form No. 1085-PO03 © Copyrighl TMFA Sarvices, Ine. 1805
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COMMUMNITY:

ﬂ SPACENOD:

il by STREET OR PO B00K:

MAMNUFACTURED HOME SPACE LEASE AGREEMENT

This Leass dgreamant | “Agreemani’”) & made snd sxscuted by and babween

{"Lessar”’) and _ [Lesssa') on

s dayal 18

Lessar hereby leasas 1o Lesses ond Lasses henelty loases from Lessor thad cartaén manulacbured homa space
{"Pramises’] in the above writhen Commaunity, in tha Gity af

County of Toxss.

Space Mo Sireet or P.O. Addrass

urder and pursuant 1o tha toligwing isrmrs ard conditions.

1, TERM: iha primary tarm of the Agreemand shall commancs an the day ol
18 and shall ord at & p.m. an tha cay ol i3 Lipan sxparation
af this primary tarm, this Agreamant shall automaiically reness monih-to-menih uniass aiiher party gives wrilten
nogice af barminadion ad laast 30 days Defars 1he Laass Comrast ierm of renewal period ands, or unless all parlies
sign anothar Lease Contract.

2. RENT: Lesaes shall pay £ peaf cafandar month for rental, withou! deduckan, far thi
Presnises, payable monthly in advance on the first day of sach calandar menth. Tha prorated rantal Tram She dals
of mewa-in 1o tha fret day of ihe monih Rollowing is & Lesses’s righl to posession of tho
Framisas & eaprassly cantingent wpon the prompt and fimedy payment of rent and other changes dus karaundar,
and the wuss of the Premises by Lessee is cbiained only on tha condition that such sums 8re prompily and limesy
paid. Lesses shall pay promptly all sums céhar than remd purswsant b The previsions ol (ks Agreament within
— days loliowing Lessors defvery of & statement of account thenslor. Monies recedved by Lessor from
Leteen phall lirat e apdlied 1o dlbﬁh.'gu iy peasl duer amounts, Imcbuging but nof limited bo, pasi dus lale
charges, check charges, key changes and uiity bills cwod by Lessea, Atter such past dus amounts hawe besan
pad, Bhe remainder of any monies recaived by Lessor from Lesses shall ba apnliad to past dse rant, ihan 0 cur-
rant rand. f the rant or othar sume payable hensunder &8 nol paid within ____ darys of the date on which
such eedue. alatechargeof 8 will be added 10 the amount due. Addtionally, a change of
5 will be made for afl chedics retumed due to insutficient funds or far Ay ofher raEECN

3. BECURITY DEPOSIT: Lasses shall pay & securty deposil i suwch amount ns set forth in the Security
Doposid Agreemant, aflachad hareta and ncorporsisd hacein far purposes, payabde on or bofona the exacubon
of this Agreamant, At lesst 30 days writien notlce of intent to vacate must be given 1o Lessar prior o move
out sxcept &8 may oiherwise be provided in Chapter 82 of the Texas Property Code.

4. USE OF PREMISES AND APPLICATION APPROVAL: A Ranlal Application (“Apalicaticn') must be ag-
praved by Lessor before Lasses shall have the nght 1o uss or occupy the Pramisss. Only those parsans lisled in
said Application shall be permitied bo occupy ihe Premises, The Premises shall nol be used for any illegal pur.
posEs, nof in violaton of any valid regulalion ol any governmental body or agancy, nor in any manner 1o creads
By NUBANCE OF epass.

5. COMMUNITY RULES AND REGULATIONS: All Community taciliies are prowided by Lessor Tor (he use and
anjoyment of Lesses and, in certain cases, Lossoe's famiy, guasts, of invilees. Lessss agrees io abids, and o
nsure thal Lesses's family, guesis, or invileas abida by all Communily Rules and Aegulatians [ Rules') and any
amandments [hansie. Lessos acknowiadges recaipt of a oopy of such Fules as of the date heroof, The Bules and
any amendmants thanalo ana incorporakad harain by refarance and made a part hereaf for all purposss. Lesses
agraas fnat Lessor shaldl have tha right b modily, amend, dhange or replace such Rules in Leasors sola and -
upive discradion and &1 such lime of limes &= Lessor may dasiro. Lessor agraes 1o ghve Leases wrilben rolice a1
bangl thirly (30 daye prior 1o any modilication, change, amendmant or meplacemant. Any braach of vialation ol
Biach Fules is expressly deciarsd bo be a broach of this Agreamsant,

& RELEASE OF LESSEE: In the evant that Lesses i now ar becomes jexocept for voluntary anlistmant] a
mambar of the Armed Forces af 1ha Uinited S1ales on active duty and recolvas change-ol-duty oroers 1o depar
tha ineal area. of s relieved or dischanged tnom aotkae duty, then Lesses may tanminaie this Agreamenl by giing
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Lisace thifty (M days wrtien notice, providied that Lessas is nol aihenyiss in defaull or breach. In such eveni
Leases agress fo furnish Lessor & cantified copy of siach ofticial orders which warrani terminaton of this Agrese-
fMand; il is eapressly provided, howswer, that crdans Authorisng base housing shall not constilute change-of-duty
ardars sarranting bermination by Lasseh, Lesses shall not be refaassd from this Agresmenl for any other reason.

T. MOVE-IN AND MOVE-DUT: Lessae agraes io move-in and move-oul undes and during favarnble westhes
sandtions and al such Hime during 1he day a8 shall be agreed (0 by Lesaor of sed foeth in the Fules.

B INSTALLATION: Lessen agroes that tha manufactured home ahall ba inssalied (sel-up and 1l ed-gowr) in Be-
ocandance with the Texas Manufaciured Housing Siandards Act and ciher applcadle governmenial sisutes, ordi-
fancas, nifes or regulaticns, Such shall be Lessea's respanaibility and Lessor shall i no way be liabés or reapan-
sible for any improper installation,

& ACCESEORIES, EQUIPMENT AND STRUCTURES: Approval of Lessor mus! be oblaired belore consiruc-
tion, installation or mocifcation of any manuaclued home sccessory, squipment o ather slructure. (Nale:
Building permits may ba required for certain eccessorion of installations)

10. LANDSCAPING: Installation or planting of any irees, concrels, masonry, o groursd cover musl e approv-
ed lby Lessor. Lesseoes are ancouraged 10 lancscape tha pramises and shall keap (ha Premises in a clean, anrac-
Bt and well-kept fashion. AN landscaping improvamsenis shall immediaialy become a pan of the really amd
belong 1o Lessor and shall remain upon and be surmendered with he Fremises unlgss oirarsies sxprecssly
agraad 10 in witing by the parties herolo

11. VEHICLE COMTROL: For the safety ol tha occupants, guests, and irsiteas, In the Communiy, Lakeor Ras
dasgnated and posted cartain spoed limits; Lossaes agrea o abikda by such and 10 co0perata in he enlorcamant
ol such speed bmits. The stronls ard lanes are privade and nof public Tharcughtanes. Leasess may park
paASsEnger cars mrrmmnanﬂm'drhﬂﬁrwmwamm Mailrar Lo o Quagls of invilsas
shall park any vehicle on anather residend's space or a vacant space without ihe axpress perméasion ol the resi-
dant ar Lessor, whichever is applicable. Visitors sha® park in the cesignated guas! o visaor pasking areas of in
Ehisif lical's drive if speon is avadabio. All trailers, boats, recreational vahicles or oihes vahicles not ussd lor daily
wransporiaion shall only be paroed in the Community as may expressly be designated by Leesor &1 vahicles
miugl mesl Salutory requirements for inspecion, safety, alc. in ardar io ba oparasad in the Communily, Ko jur-
fud, unsigshle or unsighily vehicies will be aflowed in the Community. Lessar, may a2 iis sola giscration, for tha
wallare of he accupants of the Community resiriol the delvery of cartain products and sarvices [0 approved,
gesignaied supplen or restnct the imes of delivery of products and serices. Tha oparabion af molorcychs,
il saalera, miniikes and other bwa or thron whoaled motorized vahicles must b firs approced in weiling by
Lesaor,

12. INEPECTION BY LESSEE: Lassea warranis and coverants that & hdl and complete inspection of tha
Premisas and of the Community and all of it facilities has bean msde and ihal all of such were found 1o be n
gocd, safs and habilabée condilion.

13 ASSIGNMENTS AND SUBLEASES: Lesses shall not, withaut the prior wiitten consent of Lessor, assgn ar
sublal 1hs Agresmant. or the lease made hersundar, or tha Pramises lasad hersbry of any imaresl theesin, B
Laksss alampls 1o assgn this Agreement or allows the Premisas fo be cccupiad by aryons other than Lesses,
Lassaf may collect renl and other charges due under this Agresmand Irom iha assignes of accupant, and apply
thi ned amount collected 1o the amount banein dua, and no such collection shall b desmed 8 wasner of (ha condi-
tiah Rersin afainst nssignmant or subilatting, or a8 an accepiancs of (he Basines of occupant &8 o lewhal res-
danl af this Community or of the pramisaes, and In such cass, Lasses shall remain Bable o Lessor far all pros-
giong of this Agreamant

14, TRANSFER OF LESSORS INTEREST: Ir the pwer thal Lessor salls, assigns or ciharwise irarshars it in-
et in She Framises, this Agresmant ahall b Binding on the purchaser, assagnoe or ransianes, Lessor shal BB
automatically relisved of any abligations of liabiity heseundar as of 1he dale of such sale, assignment, or Transhar,
proviced thal the chigaliors and liabilily Rereundar are assumed in wnBing by said purchasar, assignes of
trarshonea.

15, CONTRACTUAL LEEN: Lassor shal have and is heraby granind & Ben upan all nor-asemp properly of any
kind [eoprassly includng e manutaciured homs) found or locatsd on the lnased pramisas 1o sacure paymant of
rent cul or 10 become du s Under 1hs 18ase. |1 Lasses is delinquenl in payment of any mental Guo undor 1hs kasa,
Lessor shall have the right to ardar peacetully the premises, manufactured home, or storage faclities (o exercise
legsar's contrachual lsan. Lesses's absenco from the prﬂnlm1w1m conseulive diys while all or any partian
of the rentals or other sums due under ibes leass are dalinguand shall Ba deamad an abandonmenl of the
Elllil In cegar 1o claar lI.H:h abandorsd premises, Lessor maxy mnler ﬂmELlu maanutaciuned hoeme arsd

faciitas to remave and sloes all | progarly ol @very kind faund therein. Lessor may Imposs raasonabls
charges far sioving sewzed or abancaned proparty and may sl (Fe same Bl A private o publiic sale after thicty |30
i wiillen palice 4o Lesses af the time and place of such sale, and Legsor shall have the right io becoms pur-
Charsar upen baing hs highesd bicder Al such &ale; e malice shall be deemed fo have boan ghsan &1 1ha Timea of
placing such nolice in tha I.I?-mmn. w. cartified, or registered mall fo Lessow af the sbeed or posl
office address harainabove sot farth. Saki shall b b the highsast cash bidder and the proceeds thensaf shall be
Tirst cradibed 1o the cost of sainume, mr-g.lru:luumlnmm1mm|mumw|aum“mmm
lllnyw“-mm remain such shall ba held by Lessor for Lessoo and Lassor shall notdy Legses of Such
SWpius mmlnlhn SAMB MAanrsar requinsd foe ratics of the sale. |t is sxpressly agresd 1hat all of tha lan Fﬂ:ﬁl—
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sions of this paragraph and the procedures contemplaled thersby shall be availabis ko, and may be dane by,
Lessor without the necassity of any prior courl haaring. proceeding or order. Lessor ahall have no liabity o
Lesses whatsoewer for any acts or achons takan or parormed puseant o the provisions of this paragraph,

16. INDEMNIFICATION: Lossan horaby agraass ta indamaity and hold Lesaor harmiass Tor any injisy of daath
ta any persan or damage 1o any propety arising oul ol The use of the Community by Lesses, Lessee’s family,
m.mhb‘ll’l. pguels or invibong, Lassssn & 0 kaap the mamifacturad home ard Pramisss in good and sata
condition, and rality Lessor immadciaialy of any wnsahe or unsanilary condilicons in the Communily O upon Gom-
mrnity proparty, Lessor shall ol b Sable bo Lesses kor any damages ansing oul of any aclions or neglipance on
trsn part of any other Community residents o her lamilies, agents, employeas, guasis or imitess, Lesses agrees
o pay Lessos Tor any damages caused by Lessea, Leasses's lamily, agenis, employess, guests or invibons,
wherher such damage is suatained by said Community residend, said Community rosidant's family, agonis,
ampfoyeas, guests ar imidees.

17, WAIVERS: Mo failure by Lessar to erdorce any provision of this Agressment afer dedaul or breaach by
Lesses shal be deemed o walver of Lossor's nght subsaquaenly 1o andores @ny and & provisions of this Agree-
mend upon any ofher or further detaull or breach on the pan of Lessse, AN remedies conisined hamin anmes
cumaliva and agread 10 by the partias wiihaul impairing any nghits or ramadias ol Lassas, whesther said rlﬂ'l'lll!l-r
ramadies are harain ralerrad o of nod. The obligaton ol Lesses 10 pay rent shall not be deemed 10 be walved,
rolnased ar armingted by e sardcs ol 8 nolics o vatals, nolics o lermnals, notics ol bresch, damand far
passesgion, or insflution of any kegal aclion agairst Lassss, The acceptanca of any rentals ar cther sums. dus
ahall mol be congirusd a8 & waner ol any default or brasch by Lesses, nor shall such accoptanoa rainstain, con:
lirig or extand the lerm of this Agresment ar afiect any nobca, damand or Uil in conneciion with such Agres-
manl ko payment by Lesssa or recespl by Lessor of an amoun less than ta tofal renfad and charges due shall
be doemed ta be other than on agcownt of the rent and charges dus, nor shall ary endofement o &ny check nar
any imthar ACCOoOmpanying such parial paymenl b deamad an accord and salisfaction, and Lessos may acceql
such pariial paymant withoul prejudice io Lesscr's fights Io collect ihe balance of rent and charges due.

18. EMINENT DOMAIN: Ir the pvent thal ary gowarnmantal Body oF Rgancy, of any antity which has tha right ol
aminent domain, @akes or condemns all or any pan of the Pramises of uch a8 porlien of the Gommainity that il is
ni longer reasonably suitabie for use as a manudachuned hame commundy tor any public purposs by righ ol ami-
neni domain far any private purchasa on leu of the saenciss of the right of eminent damain), this Agreemant shall
fterminats an thi daie thal poksaesion of SUCh properly I8 laken. Mo pan af any award or purchase price made or
paid for such & panial of complale taking shall be apporticned. Lessee haroby rancunces, and assigns 1o Lessar,
any claim, right, fide or mlereat whech lesses might have in any such award or purchasa price. Lassor shall,
hgwaver, hene no claim ba, nor assignment of, any award ar paymant i Lasses for tha taking, condemnation, or
purchase of any personal proparty balonging io Lesses and ramcrvable upan the terminaiion of ihis Agreamant,

15. AMENDMENTS: The Agreamant, along wiih (e Sacurily Deposs Agreamant, (he Rental Application, the
Community Fulas and Aegulations. and the Electrdc Submeiering Addendum, i applicable. conalitules the enlire
Rgreaaman balwean [he parties: Lessss carlifies thatl no albsr reapreseniabons, ssther witlen or oral, wens made
by Lasscr of relied on Dy Lesses a8 an inducemsant for the execution of, or as consaderation far, this Agresment.
Lagsee acknowhadpes recainl of a copy of sach of these doouments and agroes thal such shall ol be moditied or
amended excepl as may haraaftar axpressly be set forth in writing and exacutad by the partias or sacept a8 may
ptherwisa bo provided horein.

20 TERMIMATION: Feaidan’s right o sccupanty shal termenals or may be erminated as fallows: (2] af the
end of iha term al ihs Agreement an thirty (20) days’ writien natice by aithar Lesses or Lasscr, () &t any me
Legsss shall be in dofault on or in breach of any provision of this Agracment (o tha othar JoSUMBNEE NGO
porated hesein and made a part heveal by rafanance) upan thes (3 days’ witlen netice ol such Dreach or delsull
gven by Lessor, (o) in accordance with the tarms and provisions hareal relating 1o emineni domain, [d) in accard
ance with te tarms and provigions herecd relaling 1o relesss ol Lessss, or (s) al such other lime as may be
agread o by Tha parties hareio in witing. When resideni's righl of occupancy is tarminaied, Lessen shall pay all
ranial or olhar sums dus or Gwed 10 Lessar and shall peaecefully surrender possession of the Promises and
ramova Bll Leases’s propety pursuani 1o Ehis Agreemant; fallure to do so shall bo deemed a breach of this Agres-
TPelng .

1. ATTORNEY"S FEES: Should esther Lessee or Lessor ba requined 1o amploy kegal counsal 50 enforca the
fafma, condilions ard covanants of this Agreaman, tha prewsding party shall recover all ressonable aitarmeys’
fees ingurred tharain

22, MISCELLAMEOUS: This Agresmant shall ba gaverned by the lews of the State of Texas. Lesseo
acknowiadges having read and undensiood all of the lerms and pravisions of this Agreemant and agreas o ba
bound ihereby. All referances io “Lesses™ henen shall include and maan a8 oooupants of the manufeciured
home as set arth in the Applicalion. Tha term “Lessor’” shiall include and refar to the Cammunily Manages o
alker designated reprasantative of Lassor. Time s al the essance o this Agresemant. The prosdsicns of thia
Agreemant shall be sevarablo; if any provision is bkl invalid or unenlorceable by any court ol law for any reasen
whatsoaver, |he remaning provisions shall net ba aflecied and shall be in full lorce and effest.
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23 UTILITIES: Lassor ghall prowice e foliowing uility sardces (Doth parties inital spaces by sanvices o be
fumnighed by Leasor]:

Gas Electricity
Wasar, Other.

24, ELECTRIC SUBMETERING: If the use of alacirichy fo the Premises |s submedered, there is stiached
harein, incorporaied kanain, ard made a part of heareod, an " Elecine Submadering Addendum™ on which is set

fwrih;

1. & description of services given by said communily arsd 1he responsiblites of residants of sald community as
pertaing 16 wiactrical submetanng; and

2. a summary ol Touss Public Uity Commission’s Electric Submatering Flules.
SPECIAL PROVISIONS:

Lessor' s iniials: Leciaezet' 6 WAiliala:

EXECUTED on tha date horeinabove written. AEAD THES AGREEMENT N ITS ENTIRETY BEFORE SIGNING.

{migraiun) Manutaciured Home Community
By:
{primt nama} (signatura)
isignatura) forint name)
{prinl namaj) {litie)
immmn—-ﬂmmwmh—mln MH SPACE FPags 4 of 4 Pages
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COMMUNITY;

ﬁ LT af SPACE NO.-

spproved larm STREET OA P.O. BOX;

MANUFACTURED HOME & SPACE LEASE AGREEMENT

This Loasa Agraamant (" Agreament'") ls made and axecuied by and batwesn

{"Lassar'y and (laasaa”) on
thig day of 19
Lessor hareby Inasas o L anid | ety |oddes Trom Lessor (hal oerdain manuiactured homa and

space (Premises’) in the abave writlen Cemmunity, in ihe City of

Courviy al Taxas, sald manutacturad hama dassribed as

under and pursuant to the Inliowing terms and condilions.

1. TEAM; iha primary ierm of the Agresmand shall commancs on tha day al
18 andshalend al Sp.m.onthe _____ dayal 19 Lpan axpiration
of ihis prirmary barmm, thie Agresmant shall automatically ranaw mongh-to-month unisss aithar party gheas writtan
noiiee of lermiralion of & least 30 days bedore the Leasa Goniract serm of renewal period ends, of wnleas all par-
liga sign andlhe: Leass Corlract

2. RENMT: Lasssa shall pay 8 paf cabaidai monlh lor renlal, withawe! deductson, far Ehe
Pramises, payabia monthey in advamss on the firsl day of sach calendar month. Tha prorated rantal from the date
of move-in to ibe fist day of the manth following I8 3 Lessse’s righl 1o posassion of the
Pramises is axpressly consingant upon the prompt and limely payment of renl and sther charges due hersunder,
and the use of the Pramises Dy Lesses is obtained anly on 1he condition thal such sums are prompily and fimsty
paid, Lessss shall pay promptly all sums other than rent pursuant 1o the prosisions of ihis Agreament within
darys followng Lassor's delivany ol & slatemsant of account thenslor. Monies received by Lessor from
Lessee shall fest b applied to discharge any past due amounts, including bul not bmiled 1o, past due late
chargas, chack charges. key charges and ulility bills owed by Lesses. Affer such past dua amounts have bean
paid, tha ramaindar of ary monias recelvad by Lessor from Lesses shall ba applad bo past duss rant, 1han 0 cur-
renl rant. W the rent ar cther sums payable hanaunder ane nol pald within diays af 1he dale on which
such aredus, alale chargeod 8 will be acded ta the amount due. Additionally, 8 shange af
g 0 will be made for all checks retumed due to insufticient funds ar far arry oihse rapson,

3. SECURITY DEPOSIT: Lassan shall pay a secunity deposil in such amount as st farth in the Security
Depesit Agrasmens, attachsd heredn and incorporated harein o all puiposes, payable on or befone She executon
of this Agreamant, At lessi 30 days written notlce of intent to wacate must be given o Lessar pricr 1o move
oul macapt A% mAy oiherwiss be provided in Chapter 82 of the Toxss Property Code.

4, USE OF PREMISES AND APPLICATION APPROYAL: A Aerial Application [“Apphcalion”) must be ap-
proved by Leasor bedorn Lossos shall have the right 10 use o oceupy he Fremises. Dnly (hoss pensans listed in
#aid Applcation shall be permitied bo cccupy the Pramises. The Pramsses shall not be wssd for any lllegal pur-
poses. nor in viclation of any valid regulalion of ary gowemmenial body o &gency, nar in any manner t croaso
Any nuisance or frapass.

5, COMMUNITY RULES AND H!EIJL&“!:MCmmunrb,' fascilites ana provided by Lassar o0 1he uses arsd
argpment of Lesses and, in certain cases, Lessas's family, guests, of irmviess, Lessss agness bo abide, and o
Insune that Lessee’s tamidy, guasts, or imvitaas abade by all Commundly Fules and Fegulations |“Aules") and any
afmendmants thernto, Lasses acknowledges receipl of & copy of swch Aulas as of the date harecd, The Rules and
afy amendmants tharsdo ane incorparaled hedsin by rederencs and mada o part hereof for all purposes. Lesses
agrees that Lassor shall henes ihe night o maodify. amend, chanpe or replace such Aules in Lessor's sole and ax-
clusive discration and al such lime o limes as Lessor may desire. Lessor agreas io ghve Leases wrifien nodics ai
Inast thirty (30} days prior to any modification, change. emendmant or replacamant. Ay breach o viclation of
such Ruleg is axpressly declared io be a breach of this Agrasement,

5. SECURITY RIGHTS: Taxas law requires that Lesaor provide, &l no oost to Lesses whon ocoupancy begins:
[1] 8 winitiow Indch on sach windiow; (7} & doarknob logk or a keyed dead bali lock on oach axtanor door; (3} a pin
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lock, plus & security Bar or door handie isich on sach siiding glass door; and {4) a keyless balling device (keyless
dead Bl ioch) and dosryiewe: [Deephoie) on each eabence ooar, || Lessor fais |0 install of rekey securily devices
&% requred by [he Properly Coos, Leases has (he right b do so and deducl ihe reascnable coal from (he nasi
rani payment undes Seciion G2, 165(1) of Me Code.

7. EMOKE DETECTORS: Lessor will lurmish smoke detectors as required by law, and the detaciors will be
tesied and waorking batteries provided when Lessoe first takns possossion. Lessoe wil thoroafier pay for and
meplace batteras as nesded, uniess the law provides otherwise,

&, RELEASE OF LESSEE: In the averd thal Lesses is now or becomes [exoapt for valuntary anlistment} &
mambar of the Armed Forces of the Ursed States on actwve duty and receives chango-cf-guly ordars o dapart
tha local aroa, or is rebeved or dischangad from actsm duty. then Lesses may berminasa this Agreamant by giving
Lessor thirty (30) cdays wriitan nolica, provided that Lessea 8 not othereise in default or breach. In such evant
Lessee aprees 10 lurnish Lessor @ carlifiesd copy of such affcial orders which wamanl rmination al 1his Agras-
ment: @ i eaprassly prowided, howeeer, thal croens sulhorizing base housing shall not constitule charge-ol-duty
Orders warranting ermination by Lesses. Lesses shall nal ba rebansed from hes Agreasment for any ofher resson.

5. ACCESSORIES, EQUIPMENT AND STRUCTURES: Approval of Lessor must be obtained befora construc-
tion, Instalation or moddication of any manwacunesd homa acoatEory, aguipmant oF gihar struciura, (Nole:
Buiiding parmits may ba required for canain accassanies of installalicons. )

10, LANDICAPING: Inaiafalion of plantng of ary ine88, CONGRale, Masenry, Gf Ground cineer musl e appoy-
&l by Lestos, Leasoss are ancouraged 4 landscaps the preamises and shall keeo 1ha Pramises in a clean, stirac-
thed and wallkepl Bashion, Al landacaping mprowemenls shal mmmediately become a panl of the realty and
Belong b Lessar and shall remain upon and ba surrerdered with the Proamises uniess otharsise axprossly
agreed to in wnting by the parlies horato.

11. WEHICLE CONTROL: For the safaty of the occupants, and guests. i he Community, Lessor has
oasignaind and posied cartaan snaed bmile; Lesasat sqrad 1o Shite by sush and 1o codperata in 1 antarsaimant
ol guch spaad Bmils, The sireals and lanes e private and mol public |h:|mu|;|rrl'mu. Lesngmsy mey Phrh.
PEEEONGET Al only on ke Prémises’ driveway or other desgnated areas. Neither Lessees nor guests o invileas
ahall park any vahicle on another reaidenl’s space or & vacant space withou! the exprass permsEsion of the resi-
dant or Legsor, whichewer is applicable. Visiors shall park in the desipnabed guest or visfor parking areas or in
iheir host's drive if space is availabie. All trailers, boats, recreasional vehiclas ar athar sehicias not used 1or daily
transportation shall only ba parked in the Community as may axpressly be dasignated by Lassor, A5 vahichas
sl mend stabuloey raguiramsants for inapection, salaty, aic. @ orded [0 e aperatad in the Comemunily, Mo junk-
ad, urusabie o ursighily vahicles will be alkeed in the Commurity. Lessor, may &l its sole discralion, for the
wallare of the oocupants of the Communily restict the delvery of certam products and services 10 approwed,
desgnaled supplers or resirict the brmes of deivery of products and services. Tha oparation of moloreycles,
malor scooters, minibikes and other twa or three whesled motorized vehicies musi be frst approved in wiiting by
L

12. INGPECTION BY LESSEE: Lesses warrants and covenamis thal a lull and complele inapection of the
Premisas and of the Community and all of its lacilities has bean made and that all of such wers found Do b in
good. safa and habitable condiion

13, ASSIGHMENTS AND SUBLEASES: Lessee shall nol, withoul the prior writtan consant of Lessor, assipn ar
Buble ihis Agresmeni, or 1ha |eass mada hereundasr, or the Pramises ksasod haraby ar any inerast tharain. If
Lt aflempts to assign this Agreamant ar aliows the Prameses 1o be cocupied by anyone atbar than Lessas,
Lessor may codec? rand and other charges diss wnded This Agreamsant 1rom 1k aa8igRee OF GEcupam, and tﬂﬂl‘r
1ha nat amount coliaziad 1o 1ha amaun herein dus, and no such callsction shall be deamed a waiver of the condi-
tion harain agadns assignmant of subleling, of &5 an accaplance of the assignee or ccoupan! as o lawlul res
dent of 1his Communiy oF of fhe premises, and in such case, Lesses shall remain linblo to Lessar for all prow-
saong al 1hia Agreemen]. _ P

14, TRANSFER OF LESSOR'S INTEREST: In the ewant that Lessor salls, asskgns or ofhanwisa fransfars its in-
1erest n tha Community ar tha manufactured homa, this Agreamsant shiall be Dinding cn (he purchases, aEsignes
ar fransfares, Lessor shall ba astomalically relavad of any abligations or labdity karaundes as of he date of such
sale, assipnmant, ar ransfer, provicad that the obligations and liabdity hereunder are assumed in writing by said
puUrChasar, ASBgnSs oF Danaleres,

15. CONTRACTUAL LIEN: Lassor shall have and is hereby granted a lien upan il ron-axempt property of any
ioindt fourd ar located o the leased preenises 10 secite paymeni ol rant due of ko becoms dus under this lease. I
Lessee is delinguent in payment of any rantal dus undar Mis lease, Lessor shal have (e fight b enter peacelully
the premises, manufactured homa, o storage fecilities 10 seercise WEEOI'S coniraciual Ban. Lasies’s abaancs
tram Ehe pramises far ihrea consecutive days whika all or any partan of the rendals ux_h_uﬂ'm'aunﬂm '-'"E!‘._.“’._'E
l&ass are delinguent shall be deamed an abandonmant of tha premisas, In order (o cleas such Abanconed
premiged, Lassor may enler he premnises, manufactured homo and sicvage faclitas 1o remave and stone all pro-
party of gwery kind lound theren. Lessor may impose reasanabie chargas for storing sezed or abandorsd pro-
pariy and may sall (he same 81 8 prviate or publo sale after thirty (300 days writhen notice 1o Lessea of the bme
ar place of such safe, and Lessor shall have 1he right o Become purchaser upon being the heghest bidder at

- -
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such sala; the nalice shall be desmad o have besn given at tha Bma of placing such nobica in tha .5 mails,
paslags prepaid, carnified, of regisiered mall 10 Lassea at ihe sbresl or post offica acdress hersinabove sef forth.
Sale shall be to the highast cash bicdder and the procesds thereol shall ba first crodied to the cosl af setzure,
slorage and sasa and then to the defnguant rantats or othar sums dua Lessor. i any sale procoeds than remain
such shall be hedd by Lossor for Lesses and Lessor shall notity Lesses of such surplus monies in he same man-
ner required for notics of tha sale. It is expressly agresd that all of the ban pravisions of this pategraph aad ihe
procedures contamplaied thereby shall be available bo, and may be done by, Lassar withoul 1he nesassty of any
prior courl hedaing, proceeding or ander. Lessor shall have no liabdity 1o Lesses whalsossar for any Bcis or ac-
tians takan of parlormad pursuan i the provisions of this paragraph,

16. AEPAIRS: Lessoe has the duty to repair or remedy, or to pay for the repain of remedy, of any of the
following conditions thai may ooowr 1o the Premises during the term of this Agresment, ar any renewal or
sxienaion harsof:

0. dEmEgs Irom waklewaler sfoppages of backup caused by foraign or improper objects in lines that
sxchisively asrve the Pramlisss;

b. damage 1o doors, windows, of screens;

©. damnge from windaws or doors left open; and

d_ mll other conditions which are caused by Lessee, a bawful occupant in the Premises, & member of
the Lessens’s femily, o guest or invitee of Lessee, and which sre not caused by normal wear and 1ear.

17, INDEMMIFICATION: Lessse hedelly Agraas to indamnity and hold Lessor harmiess for any inpry or dealb
o BrTY parson of damsage o any propery arsing oul of the use of tha Community by Lasses, Lessea's family,
agenis, amployess, Quesls of invilesas, Lesses i8 10 keap the manulaciured homa and Premisas in good and safe
candilion, and ralify Lessar snmediately of any unsale o unsanitary condilions in the Community o upon Com-
mumily property. Lessar shall ned be linbke 1o Lesses for any damages arsing oul of any aclions or neghigente on
the part of any athar Community residents ar their familes, agents, employeas, guasts or invitoes, Lasses agiess
0 pay Lassor for ary damages caused by Lassea, Lossoa's family, agonis, employoss, guasis of mviless.
whadhar such damage & sustaned by sakd Community resident, sad Community resident’s family, agents,
amplayens, QUBss or invileas.

18, WAIVERS: Mo lailufe by Lesscr 10 enforcs any prosision ol this Agresamant afar delaul or braach by
Leaapa shall ba deamead a waher of Lessor's righl subseguanly 1o anfarce ary and all pravisons of this Agrae-
menl upan any olher ar further default or bréach on the pam of Lesass. Al remedies contained herain ans
oumulatve and ngresd to by the parlies withou! impairing any rights or remedies of Lessor, whedher said righis or
remedins ane hanein refarned o ar rat. The obligalion of Lessee 1o pay rent shall nol be deemed o ba waived,
relaased or barminasad by the sarvica of & nalice to vacaie, notice ba ferminate, nolica of bresch, demand dor
poasesaion, or inalitulicn of any legal aslion againal Lesses, The accaplancs o any renisls or ofher sums dua
shall fal be construed A8 a waiver of any defaull or breach by Lesass, nar shall such Acceplancs reinalale. con-
tinua or gxtand the 1erm of 1his Agreement or affect any notice, demand or suil in connection with such Agree-
menl. Mo paymen by Lesses or receipd by Lessor of an amaun less than the tolal rental and changes due shall
be deamad ta be other than on accownt of Ehe rent and charges due, nor shall any endomsement on any check nor
any latter accompanying such partiad paymerd be deamad an accord and satisfaction, and Lessor may acoept
such pastial paymant wishout projudica 1o Lessor's rights io collect the balance of rant and charges dua,

19, EMINENT DOMAIMN: [r the evant thal any governmenial body or agency, o any antily which has the right af
Emirdant domain, takes or condemns all or ary part al the Premises of such a portsan of 1he Communily that il is
rif langer reasonabily suitable tor use as a manufactured home cemmunity for any public purpoase by right of emi-
reand domain (ar any privabe purchases an lieu ol tha axercisa af the right of eminent domain), this Agreement shall
tarmimate an the dats thal possessan of such propary & @kan. No part of any ssard or purchase price made or
paid far such & parial of comglata 1aking shall be appomioned, Lagsss heraDy nenouncas, and assigns 1o LESSoT,
a&ny claim, raghl, deke oF inbensst which lsasae mighl REave i By SUCh award of purchase price. Lassar shall,
Freyinvar, Fenvs rsd claim o, nor ﬂ.ﬂﬂiﬂﬁl‘ﬂﬂ'llﬂ‘l. Eny aveand o paymanl ko Lagsag fﬁ”hﬂ!lﬂ'lllﬂ. condamnaalion, of
purchasa of any perscrial praperty belonging ta Lessss and remowahle upon the terminalion of (his Agreemenl.

#0, UTILITIES: Lessor shall prosde the iofllcsing wiiify servioes [both parties intial spaces by services 1o be
furnishad by Lessory
JGas, Elaciricity,

Watar CHiar

1. ELECTRIC SUBMETERING: Il the use al alaciricily 1o the Fremises |8 submalened, ihare |8 atlachad
haralo, meerporaied harein, and mads a pa hereod, an “Eleciric Submatering Adoendum' on which i sl famh:

1. & description of services given by said commumity and 1he resporsibiites of residens of said community &8
periams bo alecirical submabesing; and

2. a summary of Taxas Publc Uity Commission's Elecine Submatering Aules.
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22, ANENDMENTS: The Agreement, afong with the Securty Deposit Agresmant, the Aerial Application, and
tha Community Rules and Fsguistions, constiuins the antire agreament betesan (he parties: Lessss cartilias
ihat rd olhes represenations, eithar writban or oral, wens mate by Lesscr of refed on by Lessse as an induce-
mird for the akocution of, or as considesation far, this Agresmenl. Lesses ackrowisdpes receipt of a copy ol
each of thesa documents and agress thal such shall nol be modilied o amandod oacegt as may hareation e
pressly e sat forth in witing and axecuted by the parties ar except as may otherwise be provided herain,

23 TERMINATION: Fesiden!’s fight 10 occupanoy shall terminale or may bo tarminaied as follows: (&) &l the
ared of thes term of this Agreament on thirty (30) days’ weitten nolice by aither Lessea or Lessor, (B) af any ime
Lekesaen mhall ba in defaull on or 0 breach of any prowision of this Agreamand {or the ofher DOCUMaNts NCo-
porated Rerain and made a part horood by referenca) upon Three (3) days’ written rolice of such braach or dalauli
given by Lessor, (o) in accordanca with the teems and proavisions herec retaling i eminenl daman, (d) in accond-
ance wilh tha forms and provisiong hareol relating o releass of Ledses, or (&) al such alber lime as may be
apraad [0 by tha parlias Ranaio in wriling. When resident’s right of cocupancy is terminated, Lessoes shal pay all
rental or oifer sume due o owed to Lessor and shall peacefully surrander possession of tha Premisas ard
ramcrd &l Lagses’s property pursuant to this Agresmant; fallure o do so shall be desmed & brasch ol 1his Agress-
mai.

24. ATTORNEY'S FEES: Should sithar Lasses or Lessor be requined 1o emplay legal counsel 1o enforce the
tarms, conditions and cowenants of this Agreamant. e prevailing pamy shal recover all reascnable afiormeys’
fees incurred thevsin,

25, MISCELLAMEOUS: This Agresmen ahal be governed by the laws of the State of Texes. Lesses
H:Immlmnuru'rlmmadarﬂund&mmiulhumuuupmdmumuwmmmwmu
bong tharebry. All referencas o “Lessee” harain shall include and mean all occupanis of the manufaciured
Rarme a8 set farth in the Application. Tha teem “'Lessor shall inchide and raled 1o the Communty Manager or
other designated reprasantative ol Lassor. Time te of 1he essence of this Agreement. The provisians of this
Agresmant shall ba sevarablac i any provision ts held irvalid of unendorceable by oy court of ke for any reasen
whatsoovar, tha remaining provisions shall ned be alfecied and shail be in full forcs and oflect.

26 SPECIAL PROVESIONS:

Lt |nitials: Leagea's initinle:

EXECUTED on tha date hersinabawe witien. READ THIS AGREEMENT IN ITS ENTIHETY BEFOSE SsGNING,

{|sigriahina) Manulactured Homa Commainity
By: _—
iprind nama} (Bignalura)
(Bigraue) {prir nameaj
{arint name) it
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Appendix C

General Regulatory Information

apply to the project, contact the Texas Depart-

ment of Health, General Sanitation Division at
1100 West 49th ., Austin, Texas 78756 (512-834-
6635). For local health regulations, check with the local
health department.

For fire regulations, contact the local fire marshal or
the Texas Commission on Fire Protection at PO. Box
2286, Austin, Texas 78768-2286 (512-918-7100).

For information on the types of environmental
permits that may be required for construction and

T o find out what state health regulations may

46

operation of the park, check with the Texas Natural
Resource Conservation Commission at PO. Box 13087,
Austin, Texas 78711 (512-239-1000). Assistance also
may be available from the Small Business Assistance
Program (800-447-2827).

It isadvisable to have alegal professional assure that
all legal requirements are satisfied before operations are
begun. For additional information and assi stance,
contact the Business Information and Referral Program
(512-936-0286).

Source: Texas Department of Commerce.
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Appendix D

More Publications for Investors and Developers

anufactured housing community devel opment
is but one research area of value to devel op-
ers and investors. The Real Estate Center

has other products for those seeking to put their dollars
to wise use. The accompanying form may be used to
order the Center’s devel oper-investor related products
or to request afree catalog that lists all the publications
offered by the Real Estate Center. Additional copies of
this book may be ordered for $12. Send check and
order to:

Real Estate Center

Publications Room

2115 TAMU

Texas A&M University

College Station, Texas 77843-2115

For credit card orders, call 800-244-2144.

Publications

306

655

659

762

866

932

964

Real Estate Center Catalog, free. A complete
list of all the products available from the Center.
Evaluating an Income Property, $4. Report
helpsinvestors evaluate the fundamental market
and financial characteristics of investment
property.

Developing and Managing a Freestanding
Store, $10. Detailed explanation of how to
develop, lease, finance and operate a store.
“Listing, Advertising Legalities: Mobile
Home Dilemmas,” $2.50. Legal terms rather
than physical qualitiesdistinguish mobile homes,
manufactured homes and house trailers.
Whether the laws of personalty or realty govern
their ownership, taxation and transfer affects the
broker’sright to list them.

Landlords and Tenants' Guide, $10. A guide
tolegalitiesrelated to repairs, evictions, security
deposits, utility cut-offsand more.

Real Estate Exchanges Under Section 1031,
$4. Introduction to how tax-deferred exchanges
work with illustrations of the variousformsthey
may take.

Impact of the Federal Wetlands Act on Real
Estate, $10. Thisreport provides guidelinesfor
complying with the 1972 Federal Water Pollution
Control Act Amendments.

47

968

978

1023

1051

1055

1064

1145

1171

1196

“Wetlands Quandaries,” $2.50. This article
examines the Federal Wetlands Act, one of the
most controversial land-use regul ationsimposed
by the federal government. Reviews the history
of thelegidlation and offersguidelinesfor
compliance.

Office Space Demand, $5. This study demon-
strates a method for estimating office space
demand based on employment data.

“Putting a Leash on Risk: Towards Evaluat-
ing Commercial Properties,” $2.50. This
articlefocuses on controlling risk when buying
real estate.

“Direct Capitalization Versus Discounted
Cash Flow Analysis,” $2.50. Article explores
the differences in and uses of these two tech-
niquesfor evaluating investment property.
Investment by Design: A Primer in Real
Estate Analysis, $7.50. A book on real estate
analysis based on the “Instructors Notebook”
column published in Tierra Grande magazine.
“Buy or Lease? Commercial Property
Decisions,” $2.50. Article focuses on the
analytical framework for deciding whether to
buy or lease space for a business.

“More Than Interest: Expected Rate of
Return,” $2.50. Articleillustrates several
methods that may be used to compare real estate
investment based on both the return on and
return of the investment.

“Depreciating Land Costs,” $2.50. In gen-
eral, the cost of land cannot be written off for
tax purposes until the land is sold. Yet, under
certain conditions, some land improvement costs
can be depreciated over 15 years thus providing
substantial tax savings.

“Buying Rural Land,” $2.50. A placein the
country soundsidyllic to many, but pitfallsawait
the inexperienced buyer.
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