TO: CHR
FROM: MOLLY

Following is a brief summary of the issue raised by Hal
Hunnicutt.

Issue: Whether Federal manufactured housing standards preempt
state and local laws requiring sprinklers in manufactured homes

Background: Since 1974, HUD's manufactured housing code has
covered construction and safety standards, and preempts state and
local laws for the "same aspect of performance" (covering the
same thing).

Manufactured housing haée a long history of easily and often
going up in flames.
bk rpmdins

Today: A recent decision (interpretation of the law) by HUD says
that the code covers fire safety (resistance), but not
suppression (e.g. sprinklers). Therefore, states and localities
can require manufactured housing to have sprinklers in them.

The Association for Regulatory Reform (ARR) -- Hal Hunnicutt's
friends -- are suing HUD on 2 grounds:

1) HUD is abandoning federal preemption standard
-HUD: Congress didn't intend the law to cover the
entire field of regualtion for manufactured housing;
only state and local laws covering the same thing. The
federal code covers fire safety (reducing fire hazards,
providing measures for early detection), but not fire
extinguishment (sprinklers).

J ® 2) the decision was made procedurally improperly

o

Aﬁww‘ J“D ~HUD: the decision was a legal interpretation and did
not require comment.

Qﬂﬂ”d In making the decision/interpretation, HUD was responding to an
inquiry from a community. wAfJ
s 8

DOJ is defending HUD and is confident we will win.

Please let me know if you have any questions, or want me to
,Jv

any follow up. //////’
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THE WHITE HOUSE

 OFFICE OF DOMESTIC POLICY

CAROL H. RASCO
Assistant to the President for Domestic Policy
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Draft response for POTUS
and forward to CHR by:

Draft response {or CHR by:

Please reply directly to the writer
tcopy to CHR) by:

Please advise by:

Let's discuss:

fFor your information.

Reply using form code:

File:

Send copy to (original to CHR):

Schedule 7 — Accept ] Pending . Reg{) V/L
o l‘i

Designee (o attend:

Remarks: RN B0 Q/Qﬂk\aj\ AN " [0\‘1l
. JA




MAY 24 |e

®

"

RIRIT
HONES T,

FAX COVER SHEET

DATE: 5-22-9(

10: CARo L4 KAsco

COMPANY: |

FROM: |-hAL Huwwicomt —

NUMBER OF PAGES INCLUDING COVER SHEET: ¢
e ﬁﬁz&n/;f‘f’ e 4 be. ope ot s 2 RGilo 4 =4 L5 ~
Mo ore Yeye arwwm elhe ,@m(stwnlf |
lommunigte oF- U/ — ) hece yon gl Camt
L < T

<, VGMT-?@@/;,;,

Ecoreyy AL ST - e 4‘}2@:{;%%
(Q\{d/{omﬁ)‘;/—- 1 ) &w/d%bxﬂé';//dy/dogl éé%‘
s ey e)s 17 > ‘%ﬁ Mﬂ/ﬂw

U <z ,fZﬁy 7‘1&?5;&/5 ’O—-f?ew Sabscly

w
CONFIRMATION REQUESTED: ______ YES NO :Z
/

SSOAMITY ROAD + RO. BOX 1207 « CONWAY, ARKANSAS 72033 « PHONE (501) 327-1108 » FAX (501) 3277151

: (aam) 96 . 22 'AVRH
1 '3ovd 190014E1051 28IANISNE TVLILVYD 20:%0 .



@oo3

®>» HAL HUNNICUT

MAXINUN-NINIMUN IMPROVEMENTS REQUIRED FOR INDUSTRY SUPPORY OF

CURRENT ROEMER AMEMBKENT AT HOUSE-SENATE CONFERENCE COMITTER
e e

EXISTING LAW

ROEMER AMENDMENT

RECOMMENDATION

S8ection 602 - Statement of
Purposes: Btates that one

of Congress’ purposes is to
“improve the quality and
durability of manufactured
haomes."

fection 604 - St. rd 1
(a) Authority: Requires
standard to meet “highest
standard of protection.”

{a) Standards-develo nt:
HUD develops standards,
ostensibly pursuant to
consultation with advisory
counoil.

-(b). Adoption of Standarxds: -

Standards to be adopted
pursuant to notice and
comment rulemaking.

 &here.ie no farther. ... e

Deletes “improvement"
provision, makes consensus
standards-development and
interpretation a purpose of
the Act.

(a) (1] No change.

(a)(2) HUD contracts or
establishes relationship
with a consensus committee
adninietrator -- may be
replaced upon a finding of
"need. "

(a)(4) Consensus _Comittoe
recompendations published
for motice and comment.

If Secretarys
(i) adopts recommendation,

ralemaking; '
(ii) rejects all or part of |
& recommended standard,
there i no further
rolemaking;

(i1i) modifies a recommended
standard, thexre would be
notice and comment
rulemaking on the
modification.

No change. .

Delete reference to
*highest standard of
protection." Add language
requiring standards to be
reasonable, practicable and
pexformance-based.

* Roguire full and fair
competition for
administration comtract.
Delete termination for
"need"” provision.

Partial rejection should
sither be prohibited, or
subject to motfice and
comment rulemaking.

Consaider prohibiting
modification i.e., reguire

| or yejeot (in whole) -

recommended standards.

Prohibit partial rejection
without rulemaking.
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| EXISPING LAW

w

ROEMER AMENDMBNT

Interpretative Buu,guna.

 No sta provision in

| the 1974 Act regarding
interpretation.

Adminigtrative Procedure

| Act does not require

rulmkmq for

interpretations. HUD’e

P ral t

| Regqnlations, however, at

|| Bection 3282 113, require
notice and comuent for

|

interpretations unless
| the public interest.”

deemed by HUD not to be "in
| Committee Membership:

| o provieion.

(a)(6) Allows HUD to issue
.Lntetpretatx.m subject to
review and conmeat by the

tt No

provision for publi.c notice
and comment.

. Committee may pr

interpretations for review

by HOD.

If approved, become

law withont rulemaking.

{7) (B):

Rdwministrator

appoints subject to HUD

'| approval.

(7)(d) (ii)

Prohibits

'doninntion by any interest

cnteqor_y
(7)(b) (11-1-)

Liets and

podifigg ANSI "fnterest"

categories.

(F) Btaff:

The committee

administrator must provide

“technicael -npmt:" to any. -

intereat group upon a
showing of "need" and
subject to approval by

Secretary.

Require all intetpretat.x.ou
to be made by the committee
except for bona fide
emexrgencies supported by a
written finding. Require
rulemnking for all
interpretations subject to
emexgency exception.

¢ Delete RUD approval
provigion.

Is invitation to
.h‘.tiqal;ion. Delete.

-
BT

w hfor to ANSI procedures
without liseting or
wmodifying categories.

Daelete "lobbying wolfne'
prov.umn.
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‘ !KIS'I'IDG LAW ROBMER AMESDMERT

Section 620 - PERS: BUD may impose fees to
HUD may impose fees to conduct inspections and
offeet “inspection" costs. | developmental standards.

Feée changes would be
¥o provision rogardmg fee | purseant to notice and
rtlemaking. . . comment xulemaking.

| Yee usages would be

spetifically exempted ‘From
appropriations review.

RECOMMRNDATION I

No change.

Delete and ingert McIntosh
appropriations reviev
language. '

¢ 0z, at winimun, delete
appropriations mvuw

oxamption.

¥ Denotes sugpested minimm improwvement necessery to obtain ARR support.
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++» HAL EUNNICUT

[tberty, LIBERTY HOMES, INC.
= |

++» ARR D IRBANT

Corporate Office

May 15, 1996

Mr. Jerry Connors, President

Manufactured Housing Institute
Suice 610 :
2101 Wilson Blvd. :
Arxlington VA 22201.-3062 -

Dear Mr. Connors: {
a

RE: June 26, 1996 Subparc 'I?Heeting

K —, e s

I am in receipt of a memorandum from you dated May 13, 1996,
indicaring that “telephone arrangements” have been made with me to
“participate in the second Subpart I dialogue,” to be held at MHI’S
headquarters on Juna 26, 13996. }
Please be advised that I do not intend to ertiCipate in any such
wmeeting or “dialogue.” . while informal  contacts between the
Industry and HUD regulators might be appraopriate in some contexts,
I do not believe that this is the case hera. The issues inveolved
with Subpart I are conplex and an informal dialogue cannot and
ahonld not take the place of appropriate rulemaking procedures.

Simply put, EUD‘s procedural ragulations .set forth the proper
process for the proposal and promulgation ¢f rules, amnd I do not
believe that the Industry or any of its trade groups should assist
HUD in circumventing those rules.
- continued - '

‘ . ¢
{ g i

1101 Elsenhower Drive North/PO Box 3§ - Goshen IN 48527-0035 ‘- (215) 533-0431 fax: (218) 533-0438
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Mr. Jerry Comners, Prasident
May 15, 1996
Page 2

If AUD wants to do somsthing about Subpart :'_I. it should initiate
rulemaking proceedings, rather than coavene unoffieial,
unsanctioned and arguably exclusiocnary adv;sory committees.

Subpart I is 3 serious matter affecting the nuuxe Industzy a.nd all
parties would ba well advised to follow .the proper, afficial
procedures. : L
|

Very truly yours,

LIBERTY HOMES, INC.

dward Joseph Hyssey
Vice President

pkm

ce: John Boyer
Deborah Chapman
Gaorge Gaber Lavadge .
San Weidner i
Bmelda Johnson
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Manufactured Housing Institute

MEMORANDUM
TO: John Boyer, Co-chair, COSAA 7 B
Deborah Chapman, President National Foundation of Manufactured Home Owners 7
George Gaberlavage, AARP ) ': !

E4 Hussey, Jr., Libarty Homes *
Sam Weidner, Patriot Homea -

FROM:  Jery C. Cnmm,hcﬁdmw ' MAY 13 198
DATE: May 10, 1996 | '

SUBJECT: Subparntl Working Group Dial'ogue - June 26

We are pleased to confirm the telephone arrangements we have made with cach of you 10 participate in
the second Subpart ] disloguc to address concems with that partion of the Faderal Manufactured Home
Procedural and Enforcement Regulations. MHI wilt sponsor the next meeting in our conference room,
at the address lisied below, on Juae 26, from 10 am to 4 pm EDT,

‘ In the near futwe, Frank Walter from ow saff wil contct each of you to obwin your
recommendations for the June 26 meeting agenda. We will prepare 2 proposed agenda and circulste it
to you before finalizing the document. f -_

A record of the Subpart I dialogue at HUD on April 23 bas beea prepared by our staff and a copy is
enclosed. 'We hope it will be helpful to you as you zpproach the June 26 meeting. If you hsve any
suggested ravisions to the summary of the meseting we prepared, please send them to us at yow
convenience. o :

We expect thar three additional persons will join the five of you for the June 26 meeting. John Boyer
talls us that COSAA will name a sacond State SAA to participate in the meeting. In addition, we hava
asked Emelda Johnson to permit two HUD representatives to joini you for this dlalogue.

As we approach the June 26 meetiag, please? call either me or Frank Walter any time, when we ctn
be of further assistance. ! S .

Enclosure ' .

!
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|PAGES - . . THE AMHA NEWS APRIL 1996

MANUFACTURED HOME SALES REACH 20-YEAR HIGH
Nearly 25% of All New Single-Family Housing Starts

%

Americans purchased 339,601 manufactured It's not unusual for the purchase price of a new
homes last year - the highest single-year total in more ‘manufactured home to be as much as 40% less than
than 20 years. And manufactured homes represented the price of a similar site-built home, Owens said.
nearly one of every four new homes produced in :

1995, according to data from the National Conference sManufactured homes clearly fill an
of State Building Codes and Standards (NCSBCS) important need in the housing
and MHI. " marketplace...”  Joe Owens, MHI

The number of new manufactured homes sold is

“up 11.7% from 1994 and nearly double the 170,000 The cost per square foot for a manufactured home

homes purchased as recently as 1991. averages just over $25 where the average cost per
In several states - Oregon, Missouri and Texas, for square, foot for a site-built home is

example - manufactured homes have accounted for According to Owens, affordability is not the only

more than 30% of a i s, [0 Arkansas, factorfin the surge of popularity currently being
ordi actured enjoyed by the manufactured home industry.
ho 2 j amily Increased quality 25 a result of consumer demands

: for safety and valuz, coupled with the requirements
“Manufactured homes clearly fill an important of the HUD building code have resulted in what
need in the housing marketplace,” said Joe Owens, Owens calls “a newly exciting architectural diversity”.
MH!I Vice President - Finance. “They’re very often the This unique combination of affordability and
most affordable housing available, and the quality is quality has made manufactured housing more’
high.” attractive to a larger group of potential homebuyers.

ACCESS'

1S your answer...

If you're ready for a

- retail finance source -
committed to quality service, ACGESS
give ACCESS acall. FruaNerAt

4520 Main Street, Suite 1080
Kansas City, Missouri 64111

You’ll get the answer
Phone: 1-800-513-3370
you need — FAST. Fax:  1-800-513-3371
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IN THIS REPORT May 1, 1996

NATIONAL LEGISLATION UPDATE

SUBPART I MEETING IRCONCLUSIVE

HUD‘S MONITORING CONTRACT UP FOR BID SOON
MORE ON SPRINKLER ISSUE

. %

NATIONAL LEGISLATION TARES CENTER STAGE

Events suddenly have begun to movéfguite rapidly in the effort
to introduce and pass Title VI reform legislation this year.

At its annual meeting in early April, the ARR Board of
Directors voted to draft and advance' a reform bill that would
create a powerful consensus committee to develop and interpret the
federal standards, as well as strengthen federal preemption -= two
issues of key concern to the industry. ARR chose to focus on these
two important matters because of the lack of an appropriate
legislative vehicle, this session, for a comprehensive Title VI
reform bill, among other factors.

Now, though, just before the press deadline for this issue of
the Update, MHI has released its own version of consensus committee
legislation, which apparently enjoys the support of program
officials and others at HUD. A

With two proposed bills now being considered by the industry’s
allies in Congress, industry members should carefully analyze what
would or would not be accomplished by the proposals, and be
prepared to voice their opinion(s) to Comngress.

At the most basic level, both the MEHI and ARR bills would
establish a standards-development consensus committee. The
similarities between the bills, however, ends there. The MHI
proposal, among other things, would:

(1) Give the Secretary of BUD veto power over the appointment
of consensus committee members;
(ii) Allow the Secretary to replace the consensus committee’s
administering organization upon a mere finding of "need;"
(1ii) Require the administering organization to provide staff
resources (at industry expense) to any "interest" group
on the consensus committee without limitj

Assaciation for Regulatory Reform 1331 Pennsylvania Ave., N.W. Suite 508 + Washingtor, D.C. 20004 « (202) 783-4087
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(iv) Allow committee proposals to become final rules after 12
months of inaction by HUD, but would allow the Secretary
to reject or modify standards proposed by the committee
that he deems to be; “inconsistent withi the purposes” of
Title VI, which would remain in their current, neqative
form; o

(v) Continue to permit the Secretary to issue Interpretative
Bulletins while totally remcving the current notice and
comment requirement; %

(vi) Allow the committee to recommend interpretations, but

- would allow the Secretary to modify or reject such
interpretations for any reason or no reason: and
(vii) Mandate the inclusion of a non-voting BUD member on the
consensus committee.

In addition, the MHI bill would expand HUD’s label fee collection
and expenditure authority to include consensus committee activities
-- including the provision of "staff resources" to any interest
represented on the committee without annual Congressional oversight
through the appropriations process. The issue of preemption
however, is not addressed by the HUD-MHI proposal.

ARR's proposed legislation, by céhtrast, would, among other

things: :
(1) Require standards to be both "reasonable" and performance
based;

(ii) Establish a consensus committee with primarv jurisdiction
over the development, modification, revocation and
interpretation of the federal standards;

(1iii) Preserve all existing notice and comment requirements;

(1v) Require full and fair competition for the consensus

- committee administration contract;
(v) Allow committee recommendations to become final after 180
days of inaction by BUD;

(vi) Clearly establish the broad preemptive character of the
Act; e

(vii) Subject all program expendiitures to the Congressional
' appropriations prccess; and '
(viii) Require rulemaking proceedings for all fee changes.

ARR’s proposed language has been drafted and presented to

indus¥fry allies in Congress.

It has also been presented to the

industry, as well as at industry gatherings in several key states,
where many participants indicated that it was not only acceptable,
but should go even further in reigning-in BUD after 20 years of
requlatory abuses. Given this positive early response, ARR feels
that it is on the correct track with its narrowed, more focused and
more gstringent approach.

Industry members, though, should now compare the merits of the

2 %
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two proposed bills. The MHI bill would address some of the
industry’s concermns, but, in order to garner AUD’s support, would
result in a very weakened consensus committee that could readily be
bypassed or ignored by HUD —- potentially just a glorified advisory
council. ARR‘s bill, on the other hand, would result in a true,
independent consensus process that could not be subverted or
dominated by HUD or any of its contractors. 1Im addition, it would
eliminate the current confusion and uncertainty regarding federal
preemption, and bring the law back to its originally intended
purpose —-- to create 2 uniform system of federal standards.

The industry’s Congressional allies will be looking for
jndustry input. The industry should certainly seek reform pow ==
but it should seek real reform that brings about real change, not
just a move to rearrange the furniture. The climate in Congress
has never been more favorable. The industry, accordingly, should
spare no effort to promote its goals for a better federal program.
ARR believes that those goals are best reflected in its legislative

package.

With two legislative proposals ‘i now before Congress, the
industry should work with its allies ‘on Capitol Bill to sort out
the differences between these approaches and proceed with one bill
that will ensure both a functional consensus committee and full-
fledged federal preemption. This is do-able, but time is of the
essence, as there are only approximately 34 legislative days left
on Congress’ calendar.

SUBPART I MEETING ENDS WITEOUT COMMITMENT BY HUD

The first —-- and perhaps only == meeting of HUD’s Subpart I
Working Group was held on April 23, 1996 and concluded without any
commitment by the Agency to reform ‘Subpart I or even to hold
further meetings. 'ﬁ :
Ay )

. The gathering featured brief introductory remarks by Emelda
Johnson, HUD’s Deputy Assistant Secretary for Single Family Housing
and David Williamson, Director of HUD’s Office of Consumer and
Requlatory Affairs. From the tenor of their remarks, it is
apparent that the Department’s present leadership has 1little
understanding of the intricacies of Subpart I and the burdens that
it routinely places on producers == with little or no benefit to
the consumer.

Following the introductory comments, more formal presentations
were made by industry representatives, including a panel. of ARR
manufacturers. The ARR representatives first noted that HUD’s
Interpretative Bulletin I-1-94, issuéd on December 12, 1994, made

significant changes to Subpart I and’ its procedures without any

3
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.;'rhlemaking activity. gRR's Pres;dgnt, accordin§f§;
Sd. the Association’s consistent position -- that the--
aterpretative Bulletin shonld be withdrawn, and that any future:
changes to Subpart I should be accomplished through proper notice:
i comment procedures. _ %

R The ARR panel next presented comments demonstrating the -
%inherent inefficiency of Subpart I procedures. In particular, they
" poted that Subpart I jnvariably deals with items that have already
pbeen corrected pursuant to warranty. They stated that the various
requirements of Subpart I, accordingly, provide wvirtually no
additional consumer repair or replacement benefits that are not
already available under state law. (The single exception being the
exceedingly rare situation of a home that contains an imminent
safety hazard and is out of warranty). The panel pointed out,
however, that the cost of Subpart I =-- to consumers == is
substantial, and demonstrated how a vclass search" of ten
correction items on a typical consumer’s work list for one home
would require some 10,000 items of information to be checked and
analyzed by the manufacturer, and 210 copies of a class
determination form to be placed in various files. The producers
observed that in order to deal with this analysis and paperwork
burden, at least one full-time staff ‘person is needed, together
with sophisticated (and costly) cémputer technology. The
manufacturers noted, moreover, that many smaller producers simply
cannot afford such equipment and, therefore, face an even a greater
proportional burden. '

ITn addition to these comments, one manufacturer pointedly
observed that it had consistently received acceptable audits for
Subpart I performance before the December 12, 1994 Interpretative
Bulletin, but was found not to be in compliance immediately
thereafter —- with absolutely no change in its relevant procedures.

In the face of these problems, all <the industry
representatives agreed that Subpart I, in ite present form, is
highly inefficient and needs to Dbe restructured, at a minimum, to
focus on serious defects and imminentiisafety hazards, instead of
wasting time and resources on minor "non-conformances® that are
routinely repaired by the manufacturer in any event.

Not surprisingly, the overwhelming response to this call for
a: leaner more cost-effective Subpart I from the non-industry
partidipants -- BUD, AARP, COSAA, and the National Federation of
Manufactured Home Owners was not only an endorsement of the status

quo, but suggestions for an even more bureaucratized system. These
suggestions included: .

- sStandardized (i.e., government-approved) Subpart I forms
(HUD) ; .

- Standardized computer software (ﬁUD);

5
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- Formation of a working group to deal with compliance questions
(AARP); and .

- The development of subpart I record-keeping ngquidelines” by
HUD, among others (AARP)

Although the reliance on "big government" that is inherent in these
suggestions is hardly surprising, it is somewhat difficult to
fathom the unwillingness of certain groups to recognize that
Subpart I represents a net logs for consumers -- with the vast

e ———
F}

majority paying dearly for an inefficient system that benefits
virtually no one. ;

Perhaps most disappointing, though, was COSAA’s abandonment of
any pretense of objectivity on Subpart I, noting, in part:

[COSAA] support(s] <. HUD’s issuance of the
Interpretive Bulletin IB-I-94, which we believe
simply restates, clarifies and reemphasizes the
meaning and importance of Subpart I. We remain
committed to this belief.

* * ¥

COosaA firmly believes that !subpart I requirements
are nothing more than an integral and inextricable
aspect of the Quality Assurance Process...- -

* * &

COSAA believes that without adequate recordkeeping
and action as defined ‘in Subpart I, this
performance Code to which we puild lacks the
essentiale of accountability and validity. In _the
absence of accountability, the position of National
Preemption becomes untenable.

(Emphasis in original).

Significantly, COSAR'S presentation was said to represent a
wconsensus" view, but ARR is aware of:at least half a dozen SAAS,
and possibly more, that do pot support’ COSAA'S ringing endorsement
of Subpart I. &

Ultimately, the Working Group presentations were concluded
without any firm commitment by HUD to either take concrete action
or even hold further meetings. Unfortunately, the disappointment
with the meeting exfiressed by many industry participants simply
confirms ARR’s view that little, if anything, is to be gained by
attempting to "negotiate" with HUD over subpart I, and that if
genuine reform is to be achieved, it will need to come via other
avenues. Quite simply, real reform cannot be expected from the
source of the problem. -

2
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STIONS REMAIN AS MORITORING RESOLICITATION NEARS

OUESTIONS REMAIN AS MORITORITL SoolL L o ===

In December 1996, HUD is expected to issue a Reguest for:
Proposals ("RFP") for its manufactured housing menitoring contract.
The monitoring contract was Tast solicited in 1992, and has been
held by the National Conference of States on Building Codes and
Standards ("NCSBCS") since the inception of the program in 1976.

ARR has long been concerned that the gsolicitations for these
contracts have not promoted full and fair competition, in part
because the solicitations and review process seem to be tilted in
favor of the incumbent contractor.  In somne respects, the
successive contracts seem to be, effectively, sole source
procurements without any of the safeguards required by federal law
for sole source contracts. L

In order to investigate these concerns, 2RR filed an FOIA
request with EUD that ultimately led to litigation 1in Federal
Court. Although that litigation has yet to be resolved, ARR has
obtained access to certain information that, at first blush,
appears to validate its concermns.

Specifically, although the 1592 solicitaticn appeared to be
tilted toward the incumbent contractor =-- leading at least one
organization -- CABO -= pot to bid, the solicitation did draw one
non-incumbent bid. That proposal as reported by EHUD's Source
Evaluation Board was significantly lower in price than NCSBCS'
proposal, but was nevertheless rejected by BUD after a number of
completely subjective "adjustments” toithe bid figures.

With another solicitation nearing, this information should be
of concern not only to the industry but to Congress as well,
particularly in light of NCSBCS' often repeated claim that it is
virtnally "entitled” to the monitoring contract.

If HUD is conducting this procurement as a "sole source," it
should at least be honest about it and observe all the requirements
of law. Otherwise, HUD should stop stifling competition for the
monitoring contract through its subjective regquirements and
evaluatioens.

As the December solicitation approaches, ARR will keep a

mogg;

watchful eye on this issue and will take action as appropriate.! i>

Qetss o7 A |
A2 2N DR &5\@2%5?%?’“

HAUD-USFA EXPECT SPRINKLER RECOMMENDATIONS IN 1 TO 18 MONTHS . ?
us qo Z2

In a résponse to ARR's withdrawal from the HUD-U.S. Fire
Administration ("USFA") Fire Safety Partnership, the Department has

6
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indicated that it expects to "move forward with recommendations
within the next twelve to eighteen months.” Although the response,
from EUD Deputy Assistant secretary for Single-Family Housing,
Emelda Johnson, does not specifically state whether these
»recommendations® will address the “use of fire sprinklers,
sprinklers were the single dominant area of discussion at the
"partnership” meetings that ARR attended prior to its withdrawal.

Similarly, although Ms. Johnson denies that the partnership
rgingles out” manufactured housing, pointing out that a CAaABO
representative attended its last meeting, this denial is less than
convincing. First, CABO’s participation proves nothing vis-a-vis
other types of housing. CABO has been active with respect to
manufactured housing requlatory issues for years. Second, where is
NAHB, or any other similar organization? ARR is not aware of any
effort by HUD or USFA to bring such organizations into the
"partnership."” Third, why bave manufactured housing office
personnel been virtually the only HUD emplcyees toO attend the
partnership meetings? The answer is ‘clear -- this initiative is
directed against manufactured housing and cnly manufactured
housing. Any other participation is incidental at best. :

ARR, accordingly, plans to pursue its sprinkler-preemption
lawsuit, while carefully monitoring the "partnership’s” activities.
If necessary, ARR will take further action to thwart the
promilgation of any sprinkler "recommendations" that would
discriminate against manufactured housing.

@oo9
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day. April 9th. The wel-
coming reception is

6:30 to 8:30 PM
exhibit area. The pro-

| §ram continues all day |

Wednesday and Thurs
day, April 10 & 11th.
The 1996 Manufac-
tured Housing Indus-
try NaHonal Awards wil]
be presented at a Jun-

cheon in the main |
| S—

held that evening from,

in the *,

Texas/Mexdco

housing pla
Connors'said. *He is counting on the industry
to meet this challenge.” :
. Secretary Cisneros will
i | iIndustry to pool resources and assistance to
form partnerships at-the stateand locil levels.
Hehasalready commended the Industry for its
work in several urban infijl
projects, for its efforts with
American tribes, and for the
estinrespondingto the housingneeds of those
living in “Colonias” developments along the
border.

S a 'rdle."

also challenge the

demonstration
several Native
industry’s inter-

Manufactured

In a meeting on
March 6. 1996 at the
White House, Jerty
Connors, president of
the Manufactured
Housing Institute
(MHI), met with Presi-
dent Clinton to discuss
key issues that will play
@ major role in the up-
coming presidential
electon.

A handful of leaders
from different indus-
tries were asked to at-
tend the meetingwhere
Clinton discussed the
business and economic
énviroument and f{ts
Impact on his reelec-
uon strategies. Con.-
nors was selected as
one of these leaders in
recognition of the role

| manufactured housing

pPlays in reaching
Clinton’s goal of a
.record 67.5 percent

homeownership rate by
the year 2000, MHI has
.been an integral part-
“ner in the President's
National Homeowner-
ship initiative which
was launched in the
summer of 1995,

This meeting Is one
of a series of meetings
MHI has held at the
White House over the
last few months. Last
fall, Connors met with
Vice President Al Gore
to discuss the Vice
President's "Reinvent-
ing Government" initia-
tive and how this down-
sizing Initative may
impact the manufac-
tured housing indus-

‘It is important for
the industry to formu-
late strategies that kee p
in mind the politca]l

...............

pulse of Washington, A

Meets With President Clinton
ing Industry Seen As Important Partner

and assure that this
strategy is integrated
with the industry's leg-
Isladve, regulatory and
marketing goals. | feel
the best way to do this
is by maintaining our
relationships with key
decision-makers so
that we can be confi-
dentourlegislative and
regulatory agendaison
target.” said Connors.

As a follow-up to the
meeting, Clinton has
asked Connors to pro-
vide additional infor-
mation about manuy-
factured housing and
Its vital role in the
American housing
strategy. as well as the
Manufactured Housing
Institute's role as the
representative voice for
the manufactured
Bousing industry, -

-
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OFFICE OF THE ASSISTANT SECRETARY
FOR HOUSING-FEDERAL HOUSING COMMISSIONER

Mr. Danny D. Ghorbani

President

Association for Requlatory Reform
1331 Pennsylvania Avenue

Suite 508

Washington, D.C. 20004

Dear Mr. Ghorbani:

Thank you for your letter and Petition for Reconsideration
("Petition”) of the Department’s letter to the Michigan Mobile
Home Commission dated July 6, 19895. Neither the National
Manufactured Housing Construction and Safety Standards Act of
1374 (“Act") nor the Manufactured Home Procedural and Enforcement
Requlations provide authority for a petition to reconsider and
withdraw such a letter. However, the Department has reviewed a
number of the issues that you raised in the Petition and, after
this review, has decided not to withdraw the letter.

The Department‘’s July €, 1995, letter merely provides the
Department’s view of the preemptive provisions of the Act and is,
at best, an "interpretative rule"” under the_Administrative
Procedure Act ("APA"). As an Aft erpretatlve rulé) the letter is
not subject to the APA’‘s rule maElng requirements. It is
consistent with the reasoning in the West Stockbridge letters and
does not adversely affect the rights of manufacturers.
Manufacturers continue to have the right to seek injunctive

7 relief against any locality to stop the lmp051tlon cf a

. { requirement for sprinklers that they think is unauthorized by the
Act. For these reasons, we believe the July 6, 1995, letter is
not procedurally defective. We alsoc believe that the letter is
merely an explanation of Section 604(d) of the Act, 42 U.S.C. §
5403(d), and is substantively correct in that it reflects Federal
case law’ in the area of preemption of state safety laws.

! See the First Circuit case of Chrysler Corp. v. Rhodes
and the Second Circuit case of Chrysler v. Tofany. The Liberty

Homes v. DIIHR Wisconsin State Court case discussed in the
Petition can be distinguished from cne that would involve
eprinklers. In that case, the Department’s standards were
clearly intended to cover the same aspect of performance--the
indoor level of formaldehyde emissions in manufactured homes.
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Moreover, it reflects what appears to be the favored trend in
this Country and in Congress--a deference of power by the Federal
Government to State Government when it is unclear that the power
in question is vested in the Federal Government. Without the
Department’s clear authority over this aspect of performance, the
decisions on sprinklers in homes should be made by states and
localities based on their perceived needs for the health and
safety of their citizens, not on rules imposed by the Federal
Government.

We do, however, find it appropriate to better explain the
basis of the Department’s position. Accordingly, we have sent
the Michigan Mcbile Home Commission a follow-up letter providing
a more detail explanation for the Department’s interpretation. A
Copy of that letter is enclosed for your information.

Sincerely yours,

irabie P TRA

Nicolas P. Retsinas
Assistant Secretary for Housing -
Federal Housing Commissioner

Enclosure
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Mr. Richard A. VanderMolen
Executive Director

Mobile Home Commission
Department of Commerce
Corporation & Securities Bureau
P.0. Box 30222

Lansing, MI 48909

Dear Mr. VanderMclen:

On July 5, 1995, I sent you a letter providing the U.S.
Department of Hous;ng and Urban Development s ("HUD’s")
interpretation of the preemptlve provisions of the National
Manufactured Housing Construction and Safety Standards Act of
1974 ("Act”) as they relate to local laws requiring sprinklers in
manufactured homes. That letter indicated that the Manufactured
Home Construction and Safety Standards ("Federal Standards") do
not preempt such local laws because the Federal Standards set

aforth requirements that “assure reasonable fire safety to

.occupants by reducing fire hazards and by providing measures for
early detection." 24 C.F.R. § 3280.201. The Federal Standards

do not cover mechanical devices, such as sprlnklers, which retard
the spread of fire in a home. " S

e e crramae

Since that letter was issued, HUD has received criticism
that the letter failed to adequately explain the basis for this
position. Accordingly, this letter will provide additional
reasons BUD has taken the position that, in our opinion, the

 |Federal Standards do not preempt local laws requiring sprinklers
V/ in manufactured homes. This position is consistent with prior
letters issued October 29, 1991, and January 23, 1992, concerning
West Stockbridge, Massachusetts, and the letter issued October
22, 1992, concerning a state-wide sprinkler law in California.
All these letters relied on the same Federal case law and legal
principles. Bowever, the letters relating to West Stockbridge
were in response to questions about a specific locality and its
specific ordinance. Your letter, like the letter received from
California, asked a more general question about the effect of the
preemptive provisions of the Act on any state or locality’s
sprinkler requirements.
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In Section 604(d) of the Act, 42 U.S.C. § 5403(d), Congress
explicitly defined the extent to which it intended the Federal
Standards to preempt state standards. From the language in
Section 604(d), it is clear that Congress did not intend to V//
occupy the entire field of regqulation for manufactured housing.
Instead, a state construction and safety standard relating to 4.
manufactured housing is preempted only where there exists a noni
identical Federal Standard applicable to the “same aspect of \

performance.” .
e eee?

No Federal court cases involving the Act have addressed what
constitutes the "same aspect of performance."” Bowever, Federal

courts, in two important cases, have interpreted the term "aspect
of performance“ as used in the National Traffic and Motor Vehicle
Safety Act of 1966, 15 U.S.C. § 1381 et seq. ("NTMVSA"). The
NTMVSA was the statute from which the National Manufactured
Housing Construction and Safety Standards Act of 1974 was miodeled
and contains the same preemption lanquage. See 15 U.S5.C. §
1392(d). The cases involving preemption under the NTMVSA are
Chrysler Corp. v. Rhodes, 416 F.2d 319 (lst Cir. 1969) and
Chrysler Corp. v. Tofany, 419 F.2d 499 (2nd Cir. 1969).

By analogy to the NTMVSA as interpreted by Rhodes and
Tofany, a conclusion can be drawn on the effect of the term
“aspect of performance" in the preemption section of the Act.
24 C.F.R, § 3280.201 of the Federal Standards provides the
"scope” of the standards relating to fire safety by stating the
following:

The purpose of [the) subpart is to set forth
requirements that will assure reasonable fire safety to
occupants by reducing fire hazards and by providing
measures for early detection.

Even though the stated purpose of the subpart is to set
forth requirements to "assure reasonable fire safety," the rest
of Subpart C, which contains the fire safety standards, has no
provisions directly addressing sprinkler systems. Moreover, the
fire safety standards fail to contain even a category that could
be interpreted to include sprinkler systems such as "fire
extinguishing equipment.” Instead of extinguishing or subduing
fires, the Federal Standards, as noted above, are concerned with
"reducing fire hazards" and "providing measures for early
detection.” Because the Federal Standards fail to contain
specific requirements or categories relating to sprinklers and
because the Federal Standards basic concern is with reducing fire
hazards and providing measures for early detection instead of
fire extinguishment, it is HUD’s opinion that the Federal
Standards would not preempt a state requirement for sprinklers
under the tests set forth in Rhodes and Tofany.



. 837279 11:3@ ASST SECRETARY FOR HOUSING » S4567d2E NO.531 F@P6/086

-3-

In addition to the explicit limits of preemption set by
Congress in the Act, Congress stated that the purpose of the Act
is "to reduce the number of personal injuries and deaths and the
amount of insurance costs and property damage resulting from
manufactured home accidents. . . .” 42 U.S.C. § 540l. A state
requirement for sprinklers in manufactured homes would not
frustrate that purpose or stand as an obstacle to the
accomplishment and execution of the full purposes and objectives
of Congress under the Act. Nor would it be impossible for a
manufacturer to comply with both the Federal Standards and a
state requirement for sprinklers in manufactured homes.
Accordingly, HUD believes that such a state requirement is not
preempted by the Federal Standards.

I hope this clarifies the basis for the interpretation of
Section 604(d) of the Act set forth in my July 6, 1935, letter.
You should be advised, however, that EUD‘s opinion with regard to
the preemption of local sprinkler laws in no way affects the
rights of private parties. Regardless of this letter or my July
6, 1995, letter, manufacturers continue to have the right to sue
any locality for injunctive relief to stop the imposition of a
requirement for sprinklers that they think is unauthorized by the
Act. This letter merely provides HUD’s interpretation of Section
604(d) of the Act.

Sincerely,

S
David C. Nimmer
Director

Office of Manufactured Housing
and Regulatory Functions
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March 20, 1996

The Honorable Rick Lazio
Chairman, Subcommittee on Housing

and Community Opportunity
Comumittee on Banking

and Financial Services
314 Cannon House Office Building
Washington, D.C. 20518

Re: HUD Regulation of Manufactured Housing

Dear Rick:

During 1995, the Subcommittee on National Economic Growth, Natural Resources and
Regulatory Affairs, which I chair, held a series of regional hearings around the United States in
order to observe and assess the impact of governmental regulation upon the lives of ordinary
Amencans.

One of these hearings was held in Tampa, Florida on July 17, 1995. Among the
participants at this hearing was the owner of a small company, based in Bartow, Florida, which
produces manufactured homes. As you know, pursuant to the National Manufactured Housing
construction and Safety Standards Act of 1974, 42 U.S.C. Section 5401, et seq, the construction,
design, transportation and safety of such homes are regulated by the Department of Housing and
Urban Development, which is under your Subcommittees’ jurisdiction.

In his testimony, this witness indicated that HUD, in the wake of Hurricane Andrew and
1ts attendant publicity, rushed into effect a new wind resistance rule for manufactured housing,
based on an academic “model” that is so stringent and so unrealistic that it has not been adopted
for any other type of housing anywhere in the country. He further testified that because of this
regulation, the cost of manufactured housing in “coastal” areas, such as portions of Florida had
been driven up substantially and that sales of such homes, conversely, had declined dramatically,
as contrasted with sales of manufactured homes in other parts of the country.

Inli gﬁt of this testimony, . wrote to HUD Secretary Henry G. Cisneros on November 29,
1995, posing five specific questions regarding the manufactured housing wind rule, and the

manner in which it was formulated. Both my inquinies and Secretary Cisneros’ response, dated
March 13, 1996 are attached.

MINTED ON RECYCLED PAPER



Unfortunately, the Secrctary’s reply does little to allay my concerns regarding the federal
manufactured housing program -- concerns that are based not only on the testimony that the
Subcommittee heard in Florida, but on my own experience with this program as a member of the
Bush Administration. o ' -

In reviewing the Secretary’s March 13, 1996 response I note that he cites an 11th Circuit
Couwrt of Appeals decision which apparently upheld HUD’s procedures in adopting the wind rule.
While this ruling no doubt pleases HUD, it is not germane to the issue presented to the
Subcommittee. While the issue before the court was whether UD adhered to certain minimal
standards in adopting the new rule — such as whether the rule was arbitrary or capricious -- the
issue before Congress is whether HUD’s choice in this matter (and others) constitutes sound
public policy. I would submit that it does not.

The Secretary does not denv that manufactured housing sales in Florida and other coastal
zones have declined since the rule was adopted. While HUD may believe that this reduction has
something to do with a “reduced level of consumer confidence in manufactured homes,” its
reliance on this argument is ironic, insofar as one of its economic assumptions in favor of the wind
rule was that coastal zone residents would be attracted to the “safer” homes produced under the
rule.

The Secretary does not explain why the same wind standard, that applies to all other types
of homes in the southeast, could not have been adopted for manufactured homes. While the rule
chosen may well provide the “highest standard of protection,” the 1974 Act is clear that
reasonableness and cost must be balanced against protection. There is nothing in the Secretary’s
response which would indicate that cost to consumers was ever considered, 'This lack of concern
with real world factors, such as cost and affordability, is reflected in the sales statistics presented
to the Subcommittee.

More importantly, though, HUD’s decision regarding wind safety should not be viewed in
isolation. It needs to be seen in the context of a program that has stunted the growth of
manufactured housing as an unsubsidized, affordable housing option for middle and low income
Americans. Given the Secretary’s concerns for affordable housing, the manufactured housing
program should be one of HUD’s showpieces. Yet, the program has been a constant source of
controversy, It has been the subject of numerous lawsuits, with more on the way, and was even
dissected by a blue-ribbon “national commission.” Now, it is being downgraded by HUD, with
almost all of its functions being delegated to contractors and other entities,

At a time when the Secretary s predicting a “crisis” in affordable housing (see,
Washington Post, March 15, 1996), and is criticizing “cuts” in housing subsidies, it is both ironic
and disconcerting to see HUD's treatment of manufactured housing. Manufactured homes are an
unsubsidized source of affordable housing that could play a much more significant role in the
housing market were it not saddled with discriminatory HUD regulations and a federal
enforcement system that lacks accountability or oversight,
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In view of these concerns, as well as the potential of manufactured housing to provide
affordable, unsubsidized home ownership to millions of middle and low income Amerncans, |
believe that Congress should carefully review the operation of this program. This review could
identify problem areas and develop specific legislative solutions which would enhance the -
operation of the program. I would be happy to assist you in any way possible in formulating such
a review. :

With best regards,
rely,

David M. MclIntosh
Member of Congress

Enclosures
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. [PRESERVING THE AMERICAN

§ DREAM OF HOME OWNERSHIP
THROUGH REGULATORY REFORM

FOR IMMEDIATE RELEASE ' Contact: Lynn Hamrick
202/783-4087

ARR SUES HUD ON FEDERAL PREEMPTION

Washington, D.C. February 28, 1996 -- The Association for
Regulatory Reform ("ARR"), a national trade association
representing the rightsﬁ and interests of American producers
of manufactured housing, has filed suit against the Department
of Housing and Urban Development ("HUD") seeking to enforce

———n,
e ——

a 1974 1law that reserves the regulatlon of manufactured home
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constFuction and safety 1ssues to the federal government.

1o et AT Sttt e ¢ s 24 Saemeoan e m et wnadf anmea s et et LY

Manufactured homes are the natlon S premier source of affordable,

unsubsidized homeownership.

Under the 1974 law -- the National Manufactured Housing
Construction and Safety Standards Act =-- state and local
governments may not adopt or enforce standards conce;ﬂing any N
aspect of manufactured housing performance that is regulated
by HUD. This concept, known as "federal preemption,”" is

specifically enshrined in the constitution. Its purpose, in

the context of the 1974 Federal Manufactured Housing Law, 1is
to ensure that manufactured homes are regulated in a uniform
manner, and that any home, built in conformance with HUD's
federal _.standards, can be shipped for sele anywhere in the
country. 0f course, such uniformity promotes construction
efficienc&, and contributes significantly to the affordabiliry

of manufactured housing.

ARR's suit, filed in the United State District Court in
South Bend, Indiana, specifically concerns federal preemption
over state and local laws which could require the installation
of costly fire sprinkler systems in manufactured homes. Current
HUD regulations specifically address "fire safecy" in

manufactured homes, and set forth comprehensive saferty

requirements. This led HUD, in 1989, to issue an opinion starting

Association For Regulatory Reform 1331 Pennsylvania Ave., N.W., Suite 50§ « Washington, D.C. 20004 « 202/7834087
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that state and local laws requiring sprinklers dealt with an
aspect of manufactured home performance that was already

regulated by HUD, and were, therefore, preempted. In late 1995,

however, HUD torally reversed this position, and waived

preemption over state and 1local fire sprinkler laws without
any type of public notice or comment, and without any real
explanatioﬁ of its sudden aboutr-face. ARR's suit, accordingly,
challenges both the procedures utilized by HUD in waiving its

power of preemption, as well as the substance of its decision,

‘which flies in the face of Congress' intent in passing the 1974

law, and would expose manufactured housing producers and

consumers to a myriad of costly and ‘potentially conflicring

fire sprinkler laws.

Significantly, HUD's waiver of preemption comes against
a backdrop of numerous other actions by the Agency that have
negatively impacred both rthe small businesses that comprise
the manufactured housing industry and its consumers == mostly
middle and lower income f;milies seeking affordable, ﬁnsubsidized
homeownership. These actions include the Agency's adoption
of an wunrealistic and unnecessary wind resistance regulation
for coastal areas -- that has not been imposed on other kinds
of housing -- that has virtually dried up the market for

manufactured housing in the important state of Florida; a recent

003"

drive to turn nearly all enforcement funcrions over to

contractors and state—~based entities; and onerous new "complaint"
reporting requirements, among others. Together with HUD's recent
waiver of preemption, these actions (and others) threaren to
undermine the three basic components of the 1974 law that have
ensured the continuing affordability of manufactured housing
for more than 20 years: (i) preemptive, uniform standards;
(1i) performance-based (as contrasted with prescriptive)
construction and safety requirements: and (iii) uniform federal

enforcement.
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In Washington, D.C., ARR President Danny D. Ghorbani said
that "HUD's waiver of preemption and other recent actions will
seriously harm the multitude of small businesses that comprise
the manufactured housing industry, and will deprive hundreds
of thousands of middle and low income Americans of the benefits
of homeownership by needlessli driving up the cost of
manufactured homes that have already been proven to be
high-quality and fire-safe." In addition, he noted, "HUD's entire
course of conducr in reEent months represents both a betrayal
of Congress' intent in passing the 1974 Manufactured Housing

Law and a unilateral, unauthorized rearrangement of the

priorities and principles incorporated into the Act by Congress,
necessitating forceful action, including, but not limited to
the suit filed today. Ultimately, however, Congress will need
to address this issue, as well as fundamental reform of the

1974 Manufactured Housing Law."

The Association for Regulatory Reform is a Washington,
D.C. based national trade association representing the views
and interests of producers, as well as numerous small businesses,

of manufactured housing.

-30-
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Association For Regulatory Reform

1331 Pennsylvania Avenue. NW., Suite 508 ® Washington, D.C. 20004 » 202/ 7834087 « FAX 20277834075

February 14, 1996

Honorable Henry G. Cisneros

Secretary

U.S. Department of Housing
and Urban Development

Room 10000

451 Seventh Streetr, S.W.

Washington, D.C. 20410

Re: Exclusionary HUD Meetings Concerning Aspects of
Manufactured Housing Regulation

Dear Secretary Cisneros:

As you are aware, under the National Manufactured Housing
Construction and Safety Standards Act of 1974, 42 U.S.C. §

5401, er_seq., HUD is responsible for LherpetatLonmqﬁﬂq_jggggg}'
regulatory program for manufactured housing. The Association
for—-Regulatory RefoTH T("ARR™), for 1ts parr, represents a
substantial number of the producers that are subject to such
regulation. In particular, ARR's members tend to be small

Lo medium-sized manufacturers -- the type of business
enterprises that are most adversely affected by inappropriate
or excessive regulation.

It has come to ARR's attention that RUD, in recent months,
has held a series of ex parte meetings with one segment of
the industry, regarding specific regulatory issues -—--= such
as HUD's recent interpretation of its Suhbpart T requirements,
its recent disavowal of federal preemption, the creation of.
a_consensus committee, and state enforcement authority =-- thatr
are currently under consideration by the " Department. These
issues, obviously, concern not only the continued affordabilicy
of manufactured housing, but the very structure of HUD's program
- matters that are of virsl concern to the entire mnanufactured
housing industry.

Needless to say, ARR believes. that HUD, 1like other
executive-branch agencies., should use existing administrative
procedures for obtaining input from interested and affected
parties regarding pending regulatory issues. Unfortunartely,
however, HUD, in cthis instance, has forsaken these procedures,
in favor of an arbietrary and exclusionary approach rthar 1is
of questionable legality and. arguably, infringes upon the
constitutional rights of industry members not represented in
the meetings.

-over=
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These meetings, moreover, have come at a time when HUD
appears to be consciously downgrading the entire manufactyred
housing program. In recent months, HUD has taken actions which
have effectively undermined the three fundamental principles
underlying the federal manufactured housing law =-- vuniform
enforcement, federal preemption, and uniform performance-based
standards. Through these and other actions, HUD is unilaterally
changing the face of the program contrary to the expressed
intent of Congress.

Furthermore, as you are well aware, manufactured housing
is the only source of unsubsidized, affordable home ownership
for millions of middle and lower-income American families.
Sadly, HUD's recent actions, including the drastic downgrading
of this program, make it a3ll the more difficult Ffor those
seeking to meet this pressing need for affordable housing with
minimal involvement of taxpayer funds.

In summary, then, ARR strenuously objects to HUD's current
course of action regarding manufactured housing. Indeed, the
Agency's conduct, in disregard of <the rights and concerns of
a substantial portion of the industry, and the general public
merely underscores the need for comprehensive legislation cto
reform the entire federal program.

< Sincerely,

N Dy,

Danny D. Ghorbani
President

cc: Honorable Connie Mack
Honorable Rick Lazio
Members, House and Senate Housing Subcommittees

DDG/11h
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Association For Regulatory Reform

1331 Pennsylvania Avenue, NW.. Suite S8  Washington. D.C. 20004 * 202 /7834087 » FAX 202/7834075

March 8, 1996

Mr. David C. Nimmer
Deputy Director
HUD Office of Consumer
and Regulatory Affairs
U.S. Department of Housing
and Urban Development
490 L'Enfant Plaza
Suite 3214
Washington, D.C. 20410

RE: Participation in HUD - USFA Partnershiﬁ Meetings

Dear Mr, Nimmer:

As yaou know, Tepresentatives of the Association for
Regulartory Reform have been attending meetrings of «the HUD -
U.S. Fire Administration ("USFA") "Partnership", and have been
receiving materials generaced within the contextc of the
partnership. In view of certain recent events, however, ARR
has decided to terminate iLs participation 1in this activity.

My purpose in writing, accordingly;//xs oth to notify you of
ARR's withdrawal, and to explain the bases )for its decision.

First, as you know, ARR strongly objects to HUD's 1695
decision to waive federal preemption over state and local fire
sprinkler  laws. ARR cannot help but' believe that information
presented during the course of the [IUD - USFA initiative --
outside the course of any regular rulemaking proceeding =-- had
some impact upon this decision.

Second, although ARR and irs members are certainly cognizant
of the importance of fire-safety, wc believe that the activities
of the partnership rest on a false premise -- that manufactured
homes are somehow less fire-safe than other types of homes.
Data developed by Foremost Insurance Company shows that post
HUD - Code Manufactured Homes are every bit as fire-safe as
other types of housing, and perhaps more so. In our view, this
information =-- developed by an insurcr responsible for paying
fire-related claims —- has a higher indicia of reliability than
information developed by an industry association.

Third, ARR is ~concerned chat manufactured housing, 1in
particulac, 'is being targeted for this exercise as a resule
of a political agreement berween HUD's Secrectary usnd USFa's
administrator. The very fact that the "partnership" is limirted
zolely to manufacturcd housing, as opposed to firesafety 1in
all homes —- an issue that has never once been raised --
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undermines <the ‘"partnership's" credibility and legitimacy as
a purely "safety-related" initiative. ARR simply cannot, in
good conscience, participate in an activity that targets the
manufactured housing industry for disparate treatment on the
basis of political considerations.

Although this is, by no means, a complete listing of ARR's
concerns, it constitutes a sufficient basis for its refusal
to participate further in the activities of the partnership.
Moreover, ARR objects to the continuation of any partnership
activity for the reasons stated above, and reserves its right
to take further action with respecr thereto.

Sincerely, ,

Danny D. Ghorbani
President

cc: Mr. Nicholas P. Retsinas
Ms. Emelda Johnson
Mr. David Williamson
Manufacturers o

bcec: Affiliate States .

DDG/11h
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