Regulations Division
Office of General Counsel
Department of Housing and Urban Development
451 7th Street SW, Room 10276
Washington, DC 20410-0500
Re:
Comments on White House Council on Eliminating Regulatory Barriers to Affordable
Housing; Request for Information (HUD-2019-0092).

To Whom It May Concern:
The Modular Building Institute (MBI) welcomes the opportunity to submit these comments in
response to the Request for Information (RFI) published by the White House Council on
Eliminating Regulatory Barriers to Affordable Housing (FR-6187-N-01; November 22, 2019). MBI
supports the Council’s goal of increasing the supply of affordable housing in the United States.
MBI submits these comments to provide information on MBI members, promote the benefits of
modular construction, and suggests policies the Council should consider. Specifically, MBI
recommends the Council: (1) review policies that support equity of treatment of modular
projects during the underwriting and financing phases; 2) revisit the rules governing the
implementation of the Low-income Housing Tax Credit; and (3) increase the federal
government’s procurement of modular construction. Additionally, MBI has included a
discussion of the general benefits of modular construction for the Council’s consideration.
A. Modular Building Institute
Founded in 1983, the Modular Building Institute (MBI) is the international non-profit trade
association serving modular construction. Members are manufacturers, contractors, and
dealers in two distinct segments of the industry - permanent modular construction (PMC) and
relocatable buildings (RB).
Associate members are companies supplying building components, services, and financing. MBI
strives to keep up with the latest trends of the modular/offsite construction industry and has
expanded its membership over the years to include architects, owner/developers, and general
contractors.

As the Voice of Commercial Modular Construction (TM), it is MBI's mission to expand the use of
offsite construction through innovative construction practices, outreach and education to the
construction community and customers, and recognition of high-quality modular designs and
financing.
B. Equity in Underwriting and Access to Capital
Despite the potential schedule and cost benefits made possible by utilizing modular
construction, there are some challenges for those new to this process. These challenges often
manifest during project-specific planning and construction processes. Modular construction
expansion also faces barriers from the traditional construction industry, which contributes to
the slow pace the rate at which modular is adopted across the country. As noted by the
National Institute of Building Sciences Offsite Construction Council (NIBS OSCC), “the principles
of cost, schedule, labor, scope, quality, and risk represent a sliding scale of opportunity rather
than definitive answers.”
It should be noted that today many of the industry challenges are a result of a lack of
understanding of best practices within the modular industry. While the benefits are now more
easily identified and understood, the “how-to” is less so and can cause hesitation in adoption or
buy-in from architects, banks, developers, and general contractors. Moreover, not
understanding how to work with the modular process, which is significantly different from the
conventional, can cause a modular project to fall short of the successful outcome expected by
the stakeholders.
•

•

Increased coordination required – modular builds require increased coordination
among the design team, the modular manufacturer, and the on-site construction
management team, particularly in the early stages of the project. Per the NIBS OSCC,
“off-site delivery and early planning are co-lateral projects.” Though this increased
coordination can be of benefit to the project, it does require early buy-in and agreement
from all stakeholders.
Greater upfront draw percentage – the payment schedule required for modular
projects requires capital earlier in the project than in traditional construction.
Manufacturers require upfront capital to procure all materials and begin producing a
design. Modular construction also does not easily allow construction lenders to assess
draws based on work completed, the traditional method for providing loans during a
project.

C. Update Implementation of the Low-Income Housing Tax Credit
Federal affordable housing policies, including the Low-Income Housing Tax Credit (or LIHTC),
just are not working, as evidenced by the creation of the White House Council on Eliminating
Regulatory Barriers to Affordable Housing. With every passing day, the nation continues to fall

further behind in terms of affordable housing inventory and the percent of Americans that are
cost-burdened continues to grow.
The problems with the LIHTC are well-documented. There are often too many intermediaries
involved in the processing of the LIHTC, each reaping a portion of the benefit. As a result, a
significant portion of the benefit does not go directly to the project sponsor or developer.
Additionally, the regulatory structure over the LIHTC is complex and does not easily support the
use of modular construction. To help facilitate the expedient construction of affordable housing
through the use of the LIHTC, the LIHTC should incentivize new and innovative building
techniques that lower the cost and construction and speed project delivery.
By using more innovative approaches to construction, like industrialized processes, to construct
housing, more housing projects can come on-line, more quickly, and without sacrificing quality.
The projects will cash flow and perform much better for developers with earlier occupancy and
revenue perhaps changing the overall rate of return, allowing for the possibility of lower rents,
even without LIHTC.
D. Increase the Federal Government’s Procurement of Modular Construction
According to the Census Bureau, spending on public construction in 2019 topped $300 billion,
including more than $6 billion on residential housing and roughly $100 billion on commercial,
health care, educational, and public safety infrastructure. Even with that significant public
investment, last year, the National Low Income Housing Coalition (NLIHC) reported a shortage
of seven million available and affordable rental homes for America’s extremely low-income (ELI)
renters in its annual report, “The Gap: A Shortage of Affordable Homes 2019” (released on
March 14, 2019). This shortage leaves only 37 available and affordable homes for every 100 ELI
renter households.
With even a minimal diversion of public resources, modular construction can help solve the
access problem. For instance, MBI analyzed project data from 17 modular multi-family projects
constructed over the past four years and found that the average project consisted of 50
modular pods, 27,261 sq ft of modular construction, and was completed in just 241 days from
approval to occupancy. Earlier occupancy compared to traditional construction methods could
mean six to eight months of additional revenue for project sponsors.
E. General Benefits of Modular Construction
Too Much Waste!
The amount of waste generated by the construction industry has been written about time and
time again, yet little action has been taken. According to the Environmental Protection Agency
(EPA), 138 million tons of construction and demolition (C&D) materials ended up in our landfills
in 2015. The environmental consequences of construction and demolition waste in the U.S. are
staggering. It’s the single largest waste source.

Modular construction, due to the factory-controlled process, is by nature material and
resource-efficient. One of the great economies of modular construction is the ability to
assemble repetitive units in controlled conditions. Another is to minimize material waste
associated with conventional construction due to weather intrusion and construction site theft.
Whole modular units – largely finished prior to arriving at the construction site – can
significantly limit construction waste generated at the site and contribute directly to
construction site waste management.
New Age Procurement Practices
Often, projects are set on a path towards budget and schedule overruns from the onset, simply
because of the procurement method used. The design-bid-build (or DBB) is a process widely
used project delivery method in which the agency or owner contracts with separate entities for
the design and construction of a project. By the time the project is designed, and bids are
received, it is often too late to consider alternative construction methods such as modular or
panelized solutions without some degree of redesign.
The federal government proceeds with large projects based on estimated costs, but once
projects get underway officials often revise the costs upward. Cost overruns have plagued the
federal government since the beginning. A hospital built in Orlando more than doubled in cost
from $254 million to $616 million, while one built near Denver quintupled in cost from $328
million to $1.7 billion.
The various federal agencies, perhaps through a coordinated effort by the Office of Federal
Procurement Policy (OFPP), should examine and measure the effectiveness of the DBB
procurement process on recent projects and make recommendations and policies to move
towards more efficient procurement practices that emphasis best value, collaboration and
communication among the construction team.
Helping to Solve the Construction Labor Shortage
The University of Florida’s Rinker School of Construction recently launched a new program
aimed at training for manufactured construction (TRAMCON). The TRAMCON Consortium was
created to fill the growing demand in the modular industry as well as to alleviate the impact of
the labor shortage across the construction industry. The consortium is made up of four public
Florida colleges, industry associations, CareerSource Florida workforce investment boards, and
local employers.
The TRAMCON career pathway includes on-the-job training and nine nationally recognized
trade certificates and give priority consideration to veterans. The TRAMCON program utilizes
curriculum developed by the National Center for Construction Education and Research (NCCER)
which provides a platform for uniform national-level training and transcripts for the students.
While not all-encompassing, NCCER currently offers two textbooks on modular construction
that can be supplemented with other construction courses on safety and blueprint reading, for

example. This program has scalable qualities and should be considered by other vocational
training centers, schools, and academies across the country.
F. Conclusion
MBI believes that by using a modular solution to get more projects on-line more quickly, the
projects will cash flow and perform much better for the developers. With this earlier occupancy
and cash flow, more units could be available for lower income renters and perhaps the tax
credits would not be needed.
Modular construction currently accounts for only about four percent of all new construction
starts in the U.S., driving about nine billion dollars in construction activity. Greater market share
has been limited by long held misconceptions about modular construction and an incredible
lack of willingness to build differently.
The results of our past actions speak for themselves. According to a McKinsey research paper in
2016, cost and schedule overruns are now the norm in the construction sector. Large projects
across asset classes typically take 20 percent longer to finish than scheduled and are up to 80
percent over budget. Construction productivity has declined in some markets since the 1990s;
and financial returns for contractors are often relatively low and volatile.
Rather than continuing to cling to outdates policies and practices that have yielded no gains in
efficiency, we must advance towards industrialized modular construction to a much greater
degree.

Respectfully,

Tom Hardiman
Executive Director
Modular Building Institute

