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Webinar Tips

* |f you joined with a headset or through
your computer speakers, please be sure
your device volume settings are
properly adjusted

* |f your microphone and headset is not
working, please try unplugging and re-
plugging in your device

* Everyone will be muted during this
presentation

* This training is being recorded




Webinar Tips

* Questions? Type itin the Q&A function and
we will relay it to the speaker(s)

* If you are having technical problems, please use
the Q&A function for help and | will assist you

* There will be an evaluation survey
immediately following the webinar

» Please take a few minutes to fill out this
survey

* We will be emailing you a link to our website to
download this PowerPoint and watch the
recording




Discrimination in the Manufactured Housing Industry:
An Inside Look at Abusive Lending and Collection
Practices by the Nation’s Largest Mobile Home Company

March 22, 2016

©National Consumer Law Center



Moderator — Odette Williamson

« Odette Williamson is a staff attorney at the National Consumer Law
Center specializing in sustainable homeownership, consumer credit,
elder justice and foreclosure prevention issues. Prior to joining NCLC,
Ms. Williamson was an Assistant Attorney General in the Consumer
Protection and Antitrust Division of the Massachusetts Office of the
Attorney General.

« Ms. Williamson also leads the Racial Justice and Equal Economic
Opportunity Project, focused on challenging the marketplace abuses
aimed at individuals and communities of color.




The project on Racial Justice and Equal
Economic Opportunity seeks to address
the abusive and exploitative practices in
the marketplace that have decimated
the finances of communities of color.

http://www.nclc.org/issues/racial-justice.html
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Other Webinars in this Series

Below is a partial list of past webinars sponsored by NCLC's Racial Justice &
Equal Economic Opportunity Project.

Find these and other webinars at: https://www.nclc.org/racial-justice.html
= The Color of Debt: Racial Disparity in Debt Collection Lawsuits

= Debt and Democracy: How the Collection of Civil Fees and Fines
Contributed to the Unrest in Ferguson

= Weblining and Other Racial Justice Concerns in the Era of Big Data

= Holding Wall Street Accountable for the Subprime Mortgage Crisis in Urban
America




Presenter — Keith Ellison
0

Minnesota’s 5t Congressional District which includes the City of
Minneapolis and surrounding suburbs

His priorities in Congress are building prosperity for working
families, promoting peace, pursuing environmental sustainability,
and advancing civil and human rights

He is the author of several key pieces of consumer legislation
including the Credit Cardholder’s Bill of Rights of 2009 and
Protecting Tenants in Foreclosure Act

Member of the House Financial Services Committee



http://www.nclc.org/images/pdf/conferences_and_webinars/webinar_trainings/recordings/2016/keithellsion_mhwebinar.wmv

Presenter — Mike Baker

* Investigative reporter for The Seattle Times. He joined the Times in 2014 after
eight years with the Associated Press.

 Baker has won or shared a variety of reporting awards. In 2015, he was
part of a Seattle Times team that was awarded the Pulitzer Prize for
Breaking News for coverage of the devastating Oso, Washington landslide.

« At AP he won the Scripps Howard award for coverage of the Fort Hood
massacre, a Polk award for coverage of the Gulf oil spill, an APME award
for coverage of the recession and the Edward R. Murrow award for
investigation into student visa abuses.




Presenter — Daniel Wagner

Joined BuzzFeed News’ investigative unit in 2015 after two years as an investigative
financial reporter at The Center for Public Integrity.

He was recognized as a runner-up for the Scripps-Howard award in Business
Reporting for his and Baker’s reporting on manufactured housing.

His work for the Center received numerous honors including the George Polk Award,
two Sigma Delta Chi Awards, the Online News Association’s Al Neuharth Innovation
in Investigative Journalism Award and finalist for the Gerald Loeb Award.

Major stories focused on the lack of accountability for perpetrators of the financial
crisis, and how financial companies extract billions of dollars from prison inmates’
families.
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TABLE 7: MANUFACTURED HOME ELIGIBILITY REQUIREMENTS FOR FHA TITLE | AND || PROGRAMS™

FHA Title | FHA Title Il

Personal property

Land only, landhome, or home only; site can
be leased

Loan limits:

MH only: 369,678

Lot only: 523 226
Combination: 52 904

5% down if credit score is SD0+
10% down if credit score is <500

FHA insures maximum S0% of loan

Real estate, permanent foundation

Lnit and land only; site must be owned and
titled a= real estate

FHA site-bwilt limits apply: 3271,050-3625,500
by ares

Like FHA site-built requirements:
3.5% down
Or 10% if credit score is =580

Insures sl of loan loss




Member
Stephen Fincher
Kevin Cramer
Collin C. Peterson
Brad Ashford
Mike Bost

Rod Blum

Tim Huelskamp
Bob Gibbs

Lynn Jenkins
Adrian Smith
Jackie Walorski
Sam Graves

Jim Costa
Rodney Davis
Adam Kinzinger
Vicky Hartzler
Ryan Zinke
Kristi Noem
Sean Duffy
Luke Messer
Jeff Fortenberry
Frank D. Lucas
Darin LaHood
Bradley Byrne
Mike Pompeo

House Members who seek to weaken CFPB Rules Regarding Manufactured Housing
These members signed a letter led by Rep. Fincher seeking to allow steering and higher cost loans

District
TN-08
ND-At Large
MN-07
NE-02

IL-12

1A-01

Ks-01
OH-07
K5-02
NE-03
IN-02
MO-06
CA-16

IL-13

IL-16
MO-04
MT-At Large
SD-At Large
WI-07
IN-06
NE-01
OK-03

IL-18

AL-01
K5-04







An overview

Mobile home loans and borrowers are different.
Clayton Homes dominates the industry.
Clayton charges borrowers of color a lot more.

Clayton targets borrowers of color and steers them into
costly loans.

Collections practices reportedly include abuse and racism.



What's different about
mobile-home lending?



Mobile-home loans are different

Chattel (“personal property” loans)
— Closer to car loans than to
traditional mortgages.

Buyers lack some mortgage
protections.

Homes can be repossessed,
which is faster than
foreclosure.

Roughly 65% of MH buyers
who owned land got chattel
loans between 2001 and
2010.

Loans often arranged by sales
facility

Rates can be much higher —
Clayton has done loans in
recent years over 15%. Many
are over 10%.

Like cars, homes can depreciate
rapidly, leaving many borrowers
underwater for longer than the
home is usable.






Mobile-home buyers are different

Buyers of mobile homes tend to be poorer, older and more rural than typical
homebuyers:

Median income for mobile-home households is roughly half the median income
of families in other types of homes.

Thirty-two percent of mobile home households are headed by retirees,
compared with 24 percent of site-built homes.

Mobile homes account for 6 percent of housing nationwide, but 14 percent
outside of metropolitan areas.



Minorities are a growing part of market

Mobile homes are a crucial housing type particularly for people of color
concentrated in rural areas, such as Indian reservations and the Louisiana
bayou.

About 18 percent of mobile-home borrowers in 2014 were people of color.

Counties with the largest number of mobile-home loans to minorities show
Clayton’s market dominance. This is where we began our reporting . . .












How did Clayton come to dominate the mobile-home
market?

One of the last companies standing after the industry crashed in the late 1990s
and early 2000s, and one of the last that retained access to cheap funding by
securitizing its loans.

As the market for MH loan-backed securities dried up, Clayton needed a new
funding source. Founding family recognized that Berkshire Hathaway’s
sterling credit rating would enable them to borrow cheaply and approached
Buffett. He offered to buy Clayton outright.

Under Buffett's leadership, Clayton bought up loans and other assets of
competitors, growing its loan portfolio.

The portion of Clayton’s income from finance was growing before Buffett bought
it. Under Buffett, it became the lion’s share.

Today, Clayton controls more than 70 percent of the market for mobile-home
loans in some states.









How does Clayton draw in minority customers?

Targeting with ads and loan programs.
Demographic research and outreach.

Sponsoring events such as Pow-Wows in high sales volume
areas with large minority populations.



Spanish language ad



Single parent loan program



Native American housing

Home  OurHomes  Gallery  Our

Indian Reservation Housing

Nationwide we take pride in providing housing solutions to Native American communities.
Whether your Tribal Members are looking for Single Residential dwellings, apartments or
townhomes, we have the solution you are looking for.

We have built Thousands of homes for Tribal members and we enjoy getting to know the
unique oppaortunities that each Tribal Housing need provides. If you have interest in our
Indian Reservation Housing programs and Indian Financing Programs available, be sure to ask
to speak to the Home Center Manager at any one of our locations.




Steering people into costly loans

Federal laws prohibit sales reps from guiding buyers to a particular financing
option. (15 U.S. Code § 1602 and Regulation Z)

Dozens of minority borrowers interviewed were led to believe Vanderbilt was
their only option, or their best option.

Internal records show Clayton closely monitors its “capture rate” -- or what
percentage of customers take on Vanderbilt loans.

Former workers have reported quotas needed to be met. Internal records show
lots are ranked based on their “capture rate.”

Three former workers said agents see low-income minorities as easy targets to
get into high-cost loans.



Racial disparities persist at all income levels



Other problems reported in sales and origination

Changing loan terms after customers pay deposits or spends
money to prepare land

Surprise fees

Failing to provide translators

Rushing people through closing
Disparate treatment of borrowers of color

False promises of future refinancing



Abusive collections

Both collectors and borrowers report racial slurs and abuse.

Mailers offer help with borrowers who are struggling, but collectors are trained
to audit family finances and suggest people seek charity from churches, food
banks and friends.

Borrowers report false threats of immediate repossession or foreclosure, even
when the process will take weeks or months.

Audio from call in Louisiana: https://soundcloud.com/buzzfeednews/21st-
mortgage-plasma/s-fJSQK
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What's the impact?

Borrowers often lose family land or down payments.
Down payment often comes from inheritance, insurance payout or some other one-time financial
gain. Once it's gone, it's gone. Collectors say those who stand to lose land frequently plead: I'll
give up the home if you'll let me keep the land.

Damaged credit / bankruptcies

Buffett reported more than 8,000 repos last year.
Homes can be refurbished and resold.

Clayton limits losses by reselling homes that have been repossessed.





