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The Sub Part | Process

> Purpose
— What is Sub-Part | from the grass roots perspective
> Topics
— How do we teach Champion plants to implement Sub-Part |
— Review of actual plant implementation of Sub-Part |
— Problems we are having administering Sub-Part |

— Statistics
« Complaints
o Cost of Sub-Part |
— Assessment of Sub-Part |
« What's working
» What's not working
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The Sub-Part | Process

Information
received from any
source

IBTS lot audits
IBTS audits
IPIA write ups

IService repair
orders

ISAA/HUD
customer letters

ISupplier
notifications

Legal cases

Retail notifications

introduced in

lYes:

Factory
ISupplier
Design

No:

IContractor caused
Retailer caused
[Sales errors
Installation
Acts of God
Maybe:

[Transportation
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The Way Sub-Part | is Taught at Champion

When the manufacturer receives knowledge of a problem from any source, a determination

must be made:

Question to ask:

Answer:

What to do:

Is the problem one that is consistently
introduced in the production process?

If yes

Continue

Is the problem a noncompliance with
a standard or manufacturers
installation instructions?

If yes, and there is more than one

Develop a class and repair homes in
dealer’s inventory

Is the problem a defect? (A non-
compliance and the problem renders
the part or any part of the home not fit
for its intended use)

If yes and there is more than one

Develop a class and notify customers
that there is a defect but tell them that
the manufacturer does not have to
repair it

Is the problem a serious defect? (A
defect plus it poses an unreasonable
risk of injury or death)

If yes, and only one

If yes and more than one

Repair the one home

Develop a class, notify and correct in
60 days or waive notification if it can
be corrected in 60 days

Is the problem an imminent safety
hazard (It poses an unreasonable risk
of injury or death even though it is not
a non-compliance)

If yes, and only one

If yes and more than one

Repair the one home

Develop a class, notify and correct in
60 days or waive notification if it can
be corrected in 60 days

CHameion
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Knowledge from any source

IBTS audits
IBTS lot audits
IPIA write-ups

State-SAA complaints Lower volume

Legal cases
Supplier notifications
Retailer notification

vV V. V VYV VYV V V

» Consumer notification/Service is the most voluminous
— Usually 90% to 95% of Sub-Part | administration

(_.31) CHameion
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Example of non-compliance found in an IBTS audit

peme BTS IN-PLANT AUDIT REPORT reGor 25

Report No. Date  7/15/2004
Serial Number | HUD Label Number/Date of Station Close- Shown Legend Item
Manufacturer out To /,(\
RIGTH | ~—— V7 A AL BT b )
: pec
2 7366‘ VAR /[0 /f %"{3 3. IPIA Supervisor CCIL
4. TPIA Inspector
5.
6. ( (/
7. / é’
8. Units
> fected
allected
Repeat from: IPIA Repori(s). __po Previous IBTS Report ___ 470
*Items are considered repeats, when an "exact repeat” failure to conform occurs three or more times
in the last 10 IPIA reports. q

DESCRIPTION OF FAILURE TO CONFORM

References: Ja 70 ’ é/b C(?

Failure to conform and Requirement:

REASTH- The draiv livke Foe tHhe T2f bhad reveree S’/G;k
S thrre L ns e 546/(’,)//4

88 .FLe s~ The L Oaslocr dyg iv [ive ha of It arse \S‘/o,m

ﬂ£ !iﬁiﬁéﬁéz szc 7re 7’10/%///&(«'7%74

Description of Close-Out (B, C, E Items): %Q/J.Af 6;" & %%

Source of related information: L asrv

Other units may be affected because: é 67{‘ — /F‘,M“_f C’A d&/

No other units checked:
Description of Close-Out N
A. The QC inspection has been completed for J_%_ﬁm D. The unit is laboled and the failure to conform exists.
and the failure to conform has nof been located by the QC. *E. The failure to conform has been found by QC and is not
*B. The QC inspection has not been conducted and the failure to conform is covered-over. property corrected.
*C. The work has been compleicd and has progressed beyond a stage where the F. The manufacturer does not have a DAPIA-approved design for
QC customaily inspects the item or where the inspection or correction will method of construction.
be impractical .

*  Description of close-out must be expanded in the toxi.

Note: Circled items require a response from the [PIA. Auditor’s Signature

% CHameion : N

© 2004 ENTERPRISES, INC.




A two page determination form must be filled out for every

problem

SUBPART I DETERMINATION FORM

Manufacturer:

Address:

Date: Serial # D.OM. Model #:
Dealer: Consumer:

Address: Address:

Consumer Complaint #

Date Information Received Determination Made by: Determination Date:

Description of Item(s):

See attached report

TImminent Safety Hazard [] | Serious Defect [J | Defect {J | Noncompliance O | Does Not Apply

hi itions:
Two Conditions: B

One Condition: Three Conditions: Two Conditions:

a. It presents an imminent a, It is a failure to a. It is a failure to a. It is a failure to

comply with the

a. It is not a failure 10

death or severe personal
injury.

NOTE: It may or may not
represent a failure to
conform to the Standards.

and unreasonable risk of comply with the

Standards.

b. It renders the home
or any part thereof unfit
for ordinary use for
which it was intended.
. It results in an
unreasonable risk of
injury or death to
occupants of the affected
homes.

comply with the
Standards.

b. It renders the home
or any part thereof unfit
for ordinary use for
which it was intended.

comply with the
Standards.

b. It is not a defect,
serious defect or
Imminent Safety Hazard.

Standards.

b. It was not introduced
into the home during the
manufacturing process.
¢, Itis not a effect,
serious defect or
imminent Safety Hazard.

. Source of Information:

Quality Control Records
. Is more than one home affected (class of homes)?
If Yes, please list serial numbers of all homes affected.

N

NCSBCS Reports

Customer Complaint SAA On-Site Inspection IPIA Reports
Design Deviation Reports Suppliers Product Alert Information
Service Records Dealer/Outside Repairs SAA Review

Yes

No

3. What basis wis used to determine the number of homes affected?

Customer Complaint Records & Unit Files
Quality Control & In-Process Inspection Records
IPIA Reports & Letters
Suppliers Records & Product Alert Information

NCSBCS Audit Reports

Site Inspection & Service Reports
Particular Employee or Manufacturing Records

Error in Designer Deviation Reports

Transportation Damage & Delivery Inspection Reports

4. was caused by: Design Defective Material
‘Workmanship Transit Dealer Homeowner

5. Is notification/request for waiver of notification required? Yes No

6. Explain what corrective action was taken:

Date Completed:

I certify that the above information is true and complete to the best of my knowledge. [ certify that all required notification
and/or repair have been completed in full conformance to the Manufactured Housing Construction and Safety Standard, 24
CFR, Part 3282, Subpart I.

Manufacturer’s R ive: Date:

I agree with the method used by the manufacturer to determine the class of affected homes.

FOR OFFICIAL USE ONLY BY MANUFACTURER

The information provided indicates possible violations of the Federal Manufactured Housing
Construction and Safety Standards Act of 1974, Amended. As the manufacturer of factory-built
(mobile) homes, your company is required to investigate any nonconformances pursuant to 24 CFR
3282, Subpart 1, of the Federal Manufactured Home Procedural and Enforcement Regutations.

Date Complaint Received: Date of your Company Inspection

Name and Title of Inspector:

Consumer Complaint File Number: Complainant’s Name:

Please check item(s) which apply to the above home (you may check more than one item, if applicable):

Imminent Life Safety Hazard No Defect(s)
Serious Defect(s) Nonconformance(s)
Defect(s) Cosmetic

DETERMINATIONS AND BASIS FOR EACH

O

REMEDIAL ACTION(S)

CO S EA L e G [N D

Class of Homes

Unique

Copies of completed signed work orders attached
Other (Please list on a separate sheet)

Description of complaint:

Signature of Official Date

IPIA’s Representative: ~ Date: ~
Hformsifonms Form 10
Tev (/21 ke

(-“E;CHamPl(]n
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The average IBTS audit could require
five of these determination forms

The average investigation to complete
the form requires about 5 hours
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Example of atypical service repair order

M
DIVISION NC
/s

{Q_}

CHAMPION HOMES DIVISION

g >
WORK ORDER NO. 51472

SERVICE WORK ORDER Page 1
SERIAL NO \/B
CUSTOMER 4
HOME RETAIL SOLD DATE 11/01/2002 UNIT HISTORY COPY
PHONE DATE RECEIVED  12/10/2002 DEALER PHONE
oAy Entered By ML CSR
PHONE
Uecor. Model No. CU703C Model Year 2003
SERVICE REPAIRS REQUESTED WORK PERFORMED Assessment | L@UOT I Eypense | Material >
Hours | Cost
call for directions to home V
GAIL PHROPER SIGNED

05-01 INTER. TRIM/MOLDING DAMAGED 05-51 REPLACE 0.50! 1

check mstr bath moulding - REPLACE i

|

05-03 INTER. TRIM/MOLDING SIZED/ICUT WRONG  05-50 REPAIR / RECUT 0.25] J

trim gapped above stove, loose in window in mstr bath - GILL GAP, RENAIL
05-06 INTER. TRIM/MOLDING NOT WHAT 05-51 REPLACE 0.25)

trim above tub differnt color - REPLACE CEILING COVE
06-07 WALL PANELS - DAMAGED / CRACKED 06-52 REPLACE 150)

hole: in wall by front door due to not door stop - REPLACED
06-07 WALL PANELS - DAMAGED / CRACKED 06-58 CLEAN ! 0.25]

panel in util damaged or needs cleaned - CLEAN
06-11 WALL PANEL BATTENS BROKEN, LOOSE,  06-52 REPLACE 100 \

batt short in family room & batt by front door braken, batt above tub in mstr bath. stub wall by

shower - REFLACE ‘
08-06 SHINGLE DAMAGED, BLOWN-OFF, RIDGING  08-61 NC REPAIR

check roof - NOTHING NOTED

STARTING DATE 12/23/2002 LABOR $272.00 SSESSH T COES
SERVICEMAN'S SIGNATURE —_—
SALE STRAGHT FINISH DATE  12/23/2002 EXPENSE
——— MATERIAL
CUSTOMER'S SIGNATURE STARTING TIME S
TOTAL COST §272.00

FINISH TIME

(TN AW ACTER TANGE AN

N OF WARRANTY WORK PERFOR

ﬂ CHameion
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INVOICE TOTAL

DRIVING HRS 4.00

$272.00 MILEAGE

CHARGE —

The average repair order has
approximately 10 items to repair

Most problems are cosmetic and
adjustments

Before computers, it was
necessary to complete a two page
determination form for each
problem
— 21 pieces of paper per repair
order

17



Champion service repair order Sub-Part | coding report

A -

ort Date: 06, -..000 . © 138-SANF
vlous Report Date; 06/09/2000 '

Subpart | Class Evaluation . . ~
&3 .

blerﬁ

yde Serial Number Work Order # Recsived Comment ' Shc Mgr évaluanun
0T 13839383 16885 OB[Z0[2050_ bely board s forn 1 places . RS w20= o 328/ I\~ 067
M 13844372 3027 0511371608 ~ RESAIR UNDERBELLY DAMAGE
¥ 13841374 13668 02/08/2000 boltom baard forn
resecured
M 138-41402 573 02/26/1898 R/R BELLY BOARD
01. 13842594 ) 16948 06)20/2000 check belly board far tears and rapair as needed LAY S S125= 020 230 _47_4 = 008
M 138-42585 1332 ‘0371211888 RR TORN BELLY BOARD - .
1" 138-425986 15463 04/13/2000 repair belly board
01 138-42602 16108 05/10/2000 CLOSED BELLY BOARD UNDER KITCHEN
D1 13842603 10399 10/21/1999 SEALED BELLY UNDER HOME BACK FRONT

CORNER- FRONT EDGE, MIDDLE MIDDLE, FRONT
BACK EDGE( BELLY HANGING DOWNJ-

D1 138-45857 17034 06/26/2000 iInsufation missing in bally board 1105 ) 1% 33= 033 ns_{___l‘_i? = 018
o1 13845841 50233 06103)1 909 REPAIR BELLY BOARD IN SEVERAL PLACES UNDER . h
- HOME
01 138-4584 1 5892 06/24/1989 REPAIR BELLY BOARD
01 138-45841 95686 09/28/1999 REPAIRED BELLY BOARD
01 138-45849 11918 12/08/1999 BLACK BOTTOM TORN - PATCHED BOTTOM BOARD
01 138-45857 13584 02/05/2000 - RIR BELLY BOARD-repalred belly board paper
01 138-45858 . . 6362 07/01/1999 RESECURE BELLY BOARD 3
REPAIR: SECURED BOARD
(1] 13845838 ’ 12504 12/20/1999 TORN SIMPLEX-REPAIRED
01 138-45863 7002 07/22/11999 TAPED HOLE IN BOTTOM BOARD
01 138-45888 12581 12/24/4999 installed bekky paper under home
101 138-45877 10377 10/21/4899 SEALED BELLY- BELLY HANGING DOWN FRONT
SIDE 2 PLACES
o1 13B-46987 16434 05/26/2000 bally board Is busted out in | places under the h&j 2] 33= 006 71 6471= 001
bl s L L - - T hom. — L e - e _— hunth e ———
**tapad up eight tarn places (big ones) under homs
201 13846975 12510 12/20/1899
TORN SIMPLEX
201 13847165 16710 06/09/2000 INSULATION TORE WHEN THEY PULLEDITIN. “@ 4 26= 045 S8/ _fi.‘.l =" 009
201 138-47160 15481 04/13/2000 REPAIR BELLY BOARD- REPAIRED WHEfZE TORN

%CHMIUII ’4 /
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Sub-Part | report coding process

 The average

spends about 2 hours per week
completing this review

* More time is required if a serious
problem is found

service manager

dst 2nd
DETERMINATION D, 5D, ISH?

v

1

Notification
not required

% CH“IIII EWSFE R
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v

2

Notification
required

I

1 2

No Yes -

RECORD OF DETERMINATION
5 -DIGIT CODE

3rd
INVESTIGATION

R/

0,A,B,C,..etc. i
" where: 0

0 = None required
A = Similar Model Review
B = Serial Number Review
C = Similar Option Review

D = Work Process Review

Not
Required

E = Employee Performance Review
F=_Cavse Anelysis

G2 —

vy

1 2
Not Class
Class :

o —

INITIAL

Y

J = Jim Jones

Example #1: 1100J : notification not required because issue did not represent a D, SD, or ISH, as determined by Jim Jones

Example #2: 12A1J : notification not required hecause issue, which was D, SD, or ISH, was not related to a class based
on a review of similar models, as determined by Jim Jones,



Service Sub-Part | coding reports
3.5 years




IBTS audit where a bundle of lumber wasn’t inspected for grade 2
stamp on every joist

/sCm IBTS INFLANT AUDIT REPORT — » Non-compliance is a reference to a
— s lumber grading standard
e S Lol 0 &l AN ) > Itis almost impossible to inspect all
’ I , 1.QC Mamager . .y s -
' e |2 lumber in a bundle when it is received
F— > Lumber grading at the mill is a
N —— ’ | subjective sorting process
S E——————————— I+ — Once sorted, it would be almost
— o e impossible to mix graded and un-
| graded lumber
Fitoe o cnfom and Requiremest: fy o e f Phoor Joicte Ji ol Pe 1 1 1
any seods b Tt mvi‘; . f’zuf’i@) ;77,‘;’ > Technically, the plant is required to
bt o ol T AT S correct every home in dealer inventory
— Remove bottom boards from home
W@CEI&:&: Elovs - Tnct, Cheeh chined # ¢ wor# . o InSpeCt the JOIStS . L
— Replace with a stitched together joist
- e any > Where is the value to the consumer?
e T R TP L Y YT — Chance to damage the home
= :‘ e 156 [a¥CA. rde g wa’, . i
roovwmdeies O "unil,_were_leched, — No improvement in the performance of
e e . the home
=z . - Sl - — The only result would be to have a
- Do st ot it stamp on the joist that no one could
ol il e e oo Fom b A s e see and would add no value to the

[ - ] home

"__:.-..‘-) CHaAIMmPIOon
W 62004

ENTERPRISES, INC
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Customer Complaint Handling

Typical SAA letter to a plant when complaint is received

The responsibility of the State Fire Marshal's office as a State Administrative Agency
pursuant to the Manufactured Housing and Construction and Safety Act of 1974, as
amended (42 U.S.C. 5403) and its implementing regulations, the Manufactured Homes
Procedural and Enforcement Regulations is 1o overses the handling of consumer
complaints by manufacturers within the state. Also with the responsibility, the SAA is
required to monitor manufacturer compliance (3282.405(2)) with Subpart 1, and
particularly with (3282.404(b)).

The home was manufactured by . on or near November
15,2001. The purchased the home as a new home from “in
_ An installer that was hired by the retailer placed the home for
habitation at i still reside.

The manufactured home is a double-wide home with vinyl siding on the exterior of
the home and a shingled roof bearing the last four digits of the serial number as and
a HUD number of and is set on a concrete pier system.

The owners’ primary complaint(s) consist of, but not limited to:

(1) Shower wall in master bathroom
(2) Vent covers broke

(3) Icemaker does not work

(4) Dishwasher needs mixing valve

(S) Bedroom wall bowed out

(6) Gasket in master bathroom sink

(7) Air does not come in bedroom vents
(8) Staples coming through floor in hall
(9) Siding loose on outside of the home

On December 11, 2002, the State Fire Marshal’s Office performed an inspection of the
home and noted problems in which this office has jurisdiction over, and deems these
problems to be a potential serious defect or imminent safety hazard.

Based upon our findings during the investigation, it is the opinion of the Manufactured
Housing Division of the State Fire Marshal’s Office that the problems need 10 be
addressed and/or corrected accordingly: )

CHameion
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Page 2

1} Shower damaged and doars not on track. The doors for the shower are not
aligned properly so they will close when the shower is in use. The unit
appears to be damaged that hinders the doors from closing properly.

2] AC floor vents are damaged. The floor vents do not open and close
properly.

(3} Trim molding at mateline failing. The molding thal was irstalled at the
mateline is coming down. : )

47 Drain from washing machine lcaks in sink. The homeowner stated that
when the washing machine drains the water backs up in the sink.

(5) Holes for the AC lines not sealed. The penctrations through the decking of
the home where the air conditioner was installed are not sealed properly.

{6) Dryer vents under the home. The homeowner should vent the dryer where
it vents outside the home. v

—+t7) Icemaker damaged. Icemaker still leaks and is leaking on the {loor.

In the conclusion of this report we find that the manufacturer is required to correct as
set forth in 24 CFR Part 3282.406, Subpart I of the Regulations, stating that the
manufacturer is required, at its expense, any imminent safety hazard oc serious defect that
can be related to an error in design or assembly of the manufactured home by the
manufacturer, including an error in design or assembly of any component or system
incorporated in the manufactured home by the manufacturer. This SAA has determined
that the component 1s not performing as required, and therefore, requires further
investigation and repair, including a class search of at least 5 homes before the date of
manufacure 2nd § homes after the date of manufacture of the effected home.

We have further determined that the dealer/installer as set forth in the Movable Homes
Law, which is codified as Sec 75-49-1 10 75-49-21, MISS CODE ANN, as amended, is
actionable. This determination Is based upon our observation of the above noted
problems. Again, please forward a copy of any work orders upon the completion of
repairs, class searches, ete., of this hame to this office for review.

22



How was this complaint addressed

> Items that we were ordered to repair were corrected at the plant’s expense
even though many are not Sub-Part | issues nor plant responsibility
— Try to keep satisfied customers
— Maintain a relationship with the state
— SAA sometimes have difficult customers and need them handled

> Many items have nothing to do with manufacturer responsibility

— Trim molding at marriage line coming down
« ltisinstalled by the dealer at home installation

— Holes for the AC line are not drilled by the plant
> Sub-Part | has nothing to do with how this complaint was resolved

— Customers would not be happy with:

« “This is not a problem introduced in the production process, therefore, no notification or
correction required”

« “This problem is a defect, therefore we are notifying you but not correcting the problem.”

> Result of this SAA letter
— Champion worked with the state and fixed the problems

— The service department prepared 32 additional pieces of paper (Sub-Part |
determination forms) to put in the file

(.31) CHameion
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Classification of defects is very difficult

CHameion
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Champion plants would classify this
misaligned door as “cosmetic”
Some SAA’s might call it a “defect”

— Does not the door manufacturers
clearance standard

— May not be fit for its intended use

What is the intended use of a door?
— To cover the door opening?
— To open and close?
— To keep air and water out?
— To keep burglars out?

Some SAA’s claim that all problems
are defects
— “There is no such thing as a non-
compliance because the intended use
of the part is to meet the standard”
Alabama and Texas are two of the
most litigious states
— Having a reference to “defect” in the
unit file results in law suits
Most manufactures will fix the home
before sending a letter stating that
they won't

24



HUD requested information

>

Number of complaints Champion receives a year

— Based on a sample of 5 plants, the average Champion plant receives less than
one SAA complaint per month

— The average is higher in Alabama and Texas
— Plants in other states receive about one SAA complaint every 3 months
— Almost all serious complaints are due to the customer being caughtin a
responsibility dilemma
The average plant has one full time person to administer Sub-Part |

— Other part time contribution by managers results in the equivalent of another full
time person

Average cost per plant to administer Sub-Part | is 150K to 200K per year
— This is approximately $240-$320 a home
— This does not include the cost of any repairs made
90%-95% of Champion’s warranty and customer complaints are not due to
items covered by Sub-Part |
— Cosmetic items
— Damage
— Retailer installation

CHameion
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What's working and what’s not
What are the objectives of Sub-Part |

Safety

Consumer complaint resolution
Quality improvement

Paper work increase/reduction

YV V V VY

CHameion
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What’'s working?

Objective

Actual Situation

Recommendation

Safety

Sub-Part | requirements provide
a regulated mechanism to react
to, notify and correct customer
safety problems in a timely
manner

> No major changes

> Clear up the 60 day repair
discrepancy

« Can have waiver of
notification if fixed in 60
days

+ If we notify, we must
correct within 60 days

Quality

IPIA inspections provide
discipline to build to Federal
Standards and early warning of
safety problems that should be
corrected

> No major changes

@ CHameion
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What’s not working?

Objective Actual Situation Recommendation
Customer complaint Customer complaints are > Use escalation procedures
resolution resolved differently from state to and Alternative Dispute

state. Sub-Part | is a paper work Resolution programs rather

add-on. Customers are caught than Sub-Part | resolve

in responsibility dilemmas. customer complaints

The administration of defects is | » Rewrite the regulations to
not workable. provide consistency to define

> Sending a letter that tells the a defect
customer the defect won’t be | » Reinstate HUD/COSAA
fixed is not feasible meetings with Sub-Part |

> There is no consistent training and discussion
definition of a defect > Flexibility in states with high

litigation rates
Quality Repair of minor defects on > Categorize non-compliances
Retailer lots is not workable into those that require repairs
and those that don't

Sub-Part | does not help the > Let the manufacturer use its

manufacturer track quality own quality systems to track

problems. Most manufacturers and resolve quality problems.

have more sophisticated

problem tracking

6:.-} CHameion
& ¢ 004 ENTERPRISES, INC.
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Bureaucracy and administration

Objective

Actual Situation

Recommendation

Reduce paperwork

Current documentation for
determinations is too paperwork
intensive

> Revise documentation
requirements for isolated
problems

Most SAA’s have their own
requirements about how
paperwork must be kept. The
3282 regulations state that the
manufacturer must keep records
in a way that is understandable
to the SAA. Most SAA’s prefer
paper vs. computer records

> Move SAA’s toward
standardized and
computerized record keeping,
especially for service
records. Publish standards
for manufacturers to use
when keeping computerized
records

> Reinstate HUD/COSAA

meetings with Sub-Part |
training and discussion

(_.31) CHameion
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