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l OVERVIEW AND EXECUTIVE SUMMARY
A. WHAT | DID

On September 19, 2014, Catherine McEvilly, Vice President and General Counsel, Honda North
America, Inc. ("HNA") and Doug Bishop, Assistant General Counsel, HNA., asked me to review certain
aspects of Honda's TREAD reporting. The specific focus was on how information involving deaths and
injuries was extracted from the computerized case management system that HNA's Law Department
uses to track claims and lawsuits and on how that information is then transferred to the Product
Regulatory Office ("PRO") within American Honda Motor Co., Inc. ("AHM") for potential reporting under
the TREAD Act.

| was told that HNA's Law Department already had determined that some files were not being transferred
to PRO because they were missing a date in a data entry field in the case management system. | was
asked to follow-up on that issue, determine whether there were any other potential issues regarding
extraction of data from the HNA Law Department's case management system, and make
recommendations for correcting the issues.

During the course of this project, | interviewed approximately 20 current or former Honda employees. |
learned privileged and non-privileged information about how claims are received and handled within the
HNA Law Department. From the non-privileged information | gleaned facts that were pertinent to how
information about claims is reported under the TREAD Act. In this audit | report the factual issues that
support my conclusions and recommendations.

B. SUMMARY OF FINDINGS

The TREAD Act requires reporting written "claims" and "notice," as defined by regulation, but the
regulatory definition of "claim" excludes communications that are solely oral (referred to with the HNA
Law Department as "verbal"). Within Honda, the term "claim” has a broader meaning, and includes both
written and verbal communications. To minimize confusion caused by differences in how the word
"claim" is defined by regulation versus how the word is used within the HNA Law Department, this
memorandum refers to the HNA Law Department "claims" as "not-in-suit matters," "matters" or "files." A
“not-in-suit matter" is a "claim" that has not proceeded to litigation, i.e., no lawsuit has been filed. The
term "claim" as used at the HNA Law Department encompasses some matters that would fall under the
term "notice" as defined by the TREAD regulations, and also includes matters that are not reportable
under TREAD.

There were good reasons for making a distinction between written "claims" and verbal-only
communications in the TREAD regulations. Requiring reporting of "verbal claims" could create
insurmountable issues, including:

1. Who at the car maker must hear the "verbal claim"? For example, if, at a neighborhood
barbecue, someone mentions an injury crash to a person who works in sales for a car maker,
is that reportable?

2. Who has to make the "verbal claim"? Often, calls to the toll-free number are made by family or
friends who have incorrect or incomplete information about what happened.

3. How would the "verbal claims" have to be worded?

4. What if people just want information and not "relief'? That often is the case with airbag non-
deployments.

When Honda was implementing procedures to do TREAD reporting twelve years ago, they tried to make
sure that written "claims” and "notice" as defined by TREAD were reported. Verbal only communications
were intended to be reported as aggregate numbers as "consumer complaints" under 49 C.F.R. sect.
579.21(c) of the TREAD regulations. Because of the passage of time, and the fact that | did not find any
contemporaneous records, it is not possible to reconstruct all of the people and groups within Honda who



had a hand in setting up the TREAD reporting procedures. What | did conclude was that inadequate
communication among three groups led to the TREAD reporting issues that are discussed in this
memorandum. Those three groups were the Product Regulatory Office ("PRQ") at American Honda
Motor Co., Inc., ("AHM"), the HNA Law Department, and the information technology groups at HNA and
AHM (referred to generically as "IT").

The PRO at AHM sends Early Warning Reports ("EWRs," a/k/a "TREAD reports™) to the NHTSA. The
PRO gathers information from various other groups within Honda's US operations in order to comply with
various aspects of reporting. For example, warranty data is collected from a separate group in order to
report "warranty claims" pursuant to 49 C.F.R sect. 579.21(c). The focus of my task was on "death and
injury" "claims" information in the HNA Law Department's case management system that is TREAD-
reportable.

Death and injury claims are routed to the HNA Law Department. They may come as lawsuits or written
demand letters from claimants or attorneys for claimants. They also may come as calls made to Honda's
Customer Relations Department. The policy at the Customer Relations Department was to refer any
caller who mentioned a death or injury that required medical attention to the HNA Law Department by
transmitting a "CRMS" memorandum that contained a summary of the call.

At the time the TREAD reporting system was established, the HNA Law Department already had a
computerized tracking system that was used to monitor claims. This system contains some factual
information, but also contains privileged information regarding the status of a claim or lawsuit as well as
attorney recommendations for handling the claim or lawsuit.

In order to open a new matter in the case management system, various fields were available to be filled.
For not-in-suit matters, administrative personnel acting under the direction of an HNA Law Department
attorney who was responsible for the matter would open the matter in the case management system and
fill fields with available information. Two of the available fields were a "verbal claim received" and a
"written claim received" where dates could be entered. To avoid confusion over the word “claim," these
two fields sometimes will be referred to as the "written date received" and the "verbal date received"
fields.

Honda decided to use these two fields as a way to distinguish between reportable "claims" and non-
reportable, verbal-only matters. The IT staff wrote code to extract factual data from the HNA ‘Law
Department's case management system that would then be transferred to the PRO for reporting to the
NHTSA. The IT staff wrote extraction code that looked at the "written date received" field. [f that field was
blank, the matter was assumed to be verbal-only, and was not included in what was transferred to the
PRO.

The basic problem was that the administrative personnel who entered information into the HNA Law
Department's case management system did not understand the new importance of entering a date in the
“written date received" field. Often, a matter would be opened based on a CRMS memorandum that was
solely a verbal contact, so there would be no "written date received." HNA's Law Department would then
follow-up on that verbal contact, and would receive written materials that would qualify as a "claim" or
"notice” as those terms were defined under TREAD, but no one would go back and enter a date in the
"written date received" field, so factual information about that matter still would not be forwarded to the
PRO for TREAD reporting.

From the beginning, in 2003, the people using the case management system at HNA's Law Department
did not understand that the "extraction code" used to pull factual information to send to the PRO would
not send information if there was no "written date received" entered in the case management system. In
2007, a manual was prepared for how to enter information for matters, and still there was nothing in the
manual about the underlying importance of the "written date received" field. The manual was revised in
2011, and still nothing was added about the importance of that field. It is apparent that the people who



prepared the manual, who were assigned to the HNA Law Department, did not know how the extraction
code worked, and, therefore, did not know the importance of the "written date received" field.

There was another issue that also led to some potentially reportable matters not being forwarded to the
PRO. This second issue is similar to the first, because it involved the operation of the extraction code
that was not understood by the people using the system.

HNA's Law Department has a number of detailed codes it can use to identify the allegations in a matter.
These codes are useful in responding to discovery requests in litigation. Providing any more detail would
reveal privileged information. The point is that these codes, which number into the hundreds, must be
mapped to codes for approximately 20 broad categories that are used for TREAD reporting.

Unfortunately, some codes were not mapped to a TREAD code. For example, if a matter involved a claim
about brakes not functioning as expected, the Honda codes had a major heading entry for "brakes," then
had more detailed entries under that major heading, such as "lack of anti-lock brakes." The detailed entry
would map to a TREAD code, but the major heading, "brakes," mapped to "null" or "zero." No factual
information was sent to the PRO for matters where there were no allegations entered that mapped to a
TREAD code.

It appears there was an assumption that the people entering information in the case management
system would always choose a detailed code, but in practice, sometimes they just chose the major
heading, not knowing that the major heading did not map to a TREAD code.

. TREAD (TRANSPORTATION RECALL ENHANCEMENT, ACCOUNTABILITY AND
DOCUMENTATION) ACT REPORTING BACKGROUND

A detailed discussion about TREAD reporting requirements is not necessary for this audit report. All this
report discusses are the dates when TREAD reporting was first required and a specific exception for
reporting of information on injury and death claims received verbally.

The TREAD reporting requirements are found at 49 C.F.R. § 579, et seq. Manufacturers like Honda are
required to report "claims” and "notices" received by the manufacturer where the "notice" "“alleges or
proves that the death or injury was caused by a possible defect in the manufacturer's vehicle." 49 C.F.R.
§ 579.21(b)(1). Under § 579.4, "Terminology," a "claim" is defined as:

"A written request or written demand for relief, including money or other compensation,
assumption of expenditures, or equitable relief related to a motor vehicle crash, accident,
the failure of a component or system of a vehicle or an item of motor vehicle equipment,
or a fire originating in or from a motor vehicle or a substance that leaked from a motor
vehicle." [emphasis added]

"Notice" "means a document, other than a media article, that does not include a demand for relief, and
that a manufacturer receives from a person other than NHTSA." 49 C.F.R. § 579.4(c) [emphasis added].

Initial TREAD reports covered the third quarter of 2003 (July through September), and the reports were
due 60 days after the last day of the reporting period (the end of November, 2003). 49 C.F.R. § 579.28(a)
and (b). In addition, there was a one-time reporting requirement of "historical information" covering
reportable incidents from July 1, 2000 through June 30, 2003, which was due on January 15, 2004.
49 C.F.R. § 579.28(c).

For incidents involving death or injury that occur in the United States, the reports must identify "the make,
model, model year, and VIN of the vehicle, the incident date, the number of deaths, the number of
injuries . . ., the state . . . where the incident occurred, each system or component of the vehicle that
allegedly contributed to the incident, and whether the incident involved a fire or rollover," using a series
of codes provided in the Regulation. 49 C.F.R. § 579.21(b)(2). :



. CHRONOLOGY RELATED TO TREAD REPORTING FROM THE HNA LAW DEPARTMENT

With implementation of TREAD reporting requirements, Honda held meetings to discuss TREAD
compliance. A number of different people attended these meetings, and because of the passage of time,
recollection is vague regarding exactly who was at which meeting, and what was discussed.

Presumably, numerous issues were covered, but the key issue for present purposes was the fact that
"verbal" reports of injuries and deaths did not need to be reported under TREAD. For information about
injury and death claims received by the HNA Law Department, lawsuits always involve a written
complaint, but the question was how to distinguish verbal versus written claim information for not-in-suit
matters.

In 2003, when TREAD reporting was first required, HNA was using a case management system to track
open claims and lawsuits. There are differing recollections about whether this system had a method for
tracking verbal versus written matters before TREAD reporting was required. One IT staff professional,
for example, remembers that there were codes for "VCR" and "WCR" to distinguish between verbal and
written matters, and that they were there before TREAD reporting was required. He thought it was
possible those codes were there before 1998, when he started at Honda.

In any event, with the onset of TREAD reporting requirements, there were two separate fields on the data
entry screen for the case management system, one with a "verbal claim received" date and another with
a "written claim received” date. On the "back end," there was script that identified the "extraction criteria"
for pulling claims that might be reportable under TREAD. Under the extraction criteria, the first question
was whether there was a date entered in the "written claims received" field. If that field was blank, no
information from that matter was transferred to AHM-PRO for further review.

If there was a date provided in the "written claims received" field, factual information from a matter file
still would not be transferred if (1) the allegation codes entered did not match a TREAD reportable event
code (i.e., the allegation code was one of the "zero" or "NULL" items on the mapping sheet) or (2) a
manual code was entered that identified the claim as one not to report. Only one person in the HNA Law
Department could use the manual code, and it was only used when instructed to do so after AHM-PRO
had reviewed the matter file and determined that it was not reportable because, for example, the matter
involved a vehicle that was more than 10 years old at the time of contact. This manual coding would be
used only to prevent the same matter from being transferred to AHM-PRO for review in a subsequent
quarter, since AHM-PRO had determined that these matters were not reportable at all.

If a matter had a "written date received" entry, had appropriate allegation codes, and was not manually
designated as not reportable, then factual information about that matter would be written into .txt files that
would be uploaded to an FTP server where AHM-PRO would then download the information. The .ixt
files contained the information that was required to be reported under TREAD, including make, model
and model year, VIN, and allegation codes. AHM-PRO would extract the .txt files and create TREAD
reports that they would then send to the NHTSA.

Some people recalled that at one point in time, the "written claims received" date field was a required
field, in other words, something had to be entered there. According to Honda's IT staff, however, it
appears those were never required fields.

Sometime in 2003, there was an "implementation meeting" at American Honda to discuss TREAD
compliance. There were a number of attendees, including some people from the HNA Law Department. |
was unable to find written materials or presentations, if any, that were used at this meeting, so it was not
possible to determine what, if anything was said at the meeting about the extraction criteria. As a result, |
do not know if there was anything said about the importance of the "written date received" field in the
HNA Law Department's case management system, nor was | able to determine whether anything was
said about some allegations not mapping to a TREAD reportable code. There were numerous aspects to
TREAD implementation, however, so it is possible that these granular details were not discussed. What |
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do know is that from the beginning, the people using the HNA Law Department's case management
system did not appreciate the significance of these fields.

At this point in time, it is not possible to recreate what the user interface for the case management
system that was in existence when TREAD reporting began. That case management system was
replaced by an updated case management system on approximately February 17, 2005. Data from the
prior system was transferred into the new system, and the server and related software for the prior
system was later decommissioned.

The administrative assistant working with the attorney responsible for not-in-suit matters is primarily
responsible for inputting information into the case management system. For lawsuits, a paralegal also
was assigned and the paralegal would be responsible for updating the data as new information was
received. For not-in-suit matters, the administrative assistant was responsible for the updates.

Based on an interview on September 19, 2014, the administrative assistant who was initially responsible
for entering not-in-suit matters remembered that the "verbal/written received date fields" had something
to do with TREAD reporting, but she can no longer remember the details of what she knew at the time.

Another person took over entering not-in-suit matters information into the case management system
sometime in late 2005 or early 2006. She recalls being confused about what types of claims were verbal
versus written. In the middle of 2007, she was going to be out on medical leave

Before she left, she worked with a colleague to put together a manual for
inputting claims information into the case management system.

On June 20, 2007, the first version of a written manual for how to input information for claims was
created. The instructions for the verbal/written claim received fields were somewhat ambiguous, stating
as follows: "Personal injury only — should be same as 'Claim Opened.' (If written claim comes later, add
the information.)" The manual says nothing about the fact that the "written claim received" field must be
filled in or the claim would not be identified as potentially reportable under TREAD.

In a nutshell, some not-in-suit matters were entered with no date being entered in the verbal/written claim
received fields. As a result, those not-in-suit matters were not identified as being potentially reportable
TREAD events. The people who were actually inputting information into the case management system
did not appreciate the fact that if the "written claim received" field was left blank, then that not-in-suit
matter would not be transferred to AHM-PRO for potential TREAD reporting. Likewise, they did not
understand that if they chose an allegation code that mapped to a "null" or "0" (zero) value, that not-in-
suit matter also would not be transferred to AHM-PRO for potential TREAD reporting.

Iv. HOW WAS THIS ISSUE DISCOVERED?

On February 14, 2011, the manual for inputting not-in-suit matters into the case management system
was revised, specifically with respect to the "verbal/written received" fields. Some of the prior information
was kept, as follows: "Personal injury only — should be same as 'Claim Opened." The following additional
language was added: "For verbal claims, the date the phone call was received by the Law Department or
by Customer Relations. For written claims, the date the written claim letter was received by the Law
Department."

There still was nothing in the manual that stated that the "written claim received" date field was used to
identify not-in-suit matters as potentially reportable under TREAD.

It is unclear why the manual was updated in February of 2011. One person recalled that the change was
made to the manual in February of 2011 because the administrative assistant who was inputting not-in-
suit matters information had requested specifics about how to enter dates in the verbal claim received
and written claim received fields. The manual was revised after talking to the administrative assistants
who had been inputting information on not-in-suit matters, as well as the HNA Law Department paralegal
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who was the principal contact with the PRO. It appears that none of these people understood at the time
that if the "written date received" field was left blank, then no information about that not-in-suit matter was
transferred to the PRO. The intent in changing the manual was to say that the date entered in those
fields should always be the same as the claims received date just to simplify the inputting process.

In the latter part of 2011 or the early part of 2012, Jay Joseph of AHM-PRO received a call from two
NHTSA-ODI Office employees. In looking over separate reports provided by Honda pertaining to the
Takata airbag recall, they had noticed that there were half a dozen or so injury or death incidents listed
on the detailed spreadsheet that was provided to NHTSA by Mr. Joseph in connection with NHTSA's
review of Takata airbag performance that they could not find having been previously reported as EWRs
in the TREAD reporting system. They asked Mr. Joseph to explain why. Mr. Joseph was able to quickly
indicate that two of the incidents were not reported under TREAD because of the age of the vehicles
involved (they were more than 10 years old at the time the call was received), but he told them he would
have to get back to them on the others.

Mr. Joseph subsequently met with the person at the AHM-PRO office who helped him with TREAD
reporting, as well as attorneys at the HNA Law Department who were responsible for not-in-suit matters
at the time, and the paralegal at HNA who was the PRO principal contact. After this meeting, the group
believed that if claims were initially opened as verbal (apparently, a date was entered in the "verbal claim
received"), then the claim was never reported under TREAD. | concluded, however, that this was not
precisely the issue. The issue was not just those not-in-suit matters where there was a verbal date but no .
written date, it was broader, and included not-in-suit matters where there was no written date, regardless
of whether there was a verbal date. Moreover, the issue of allegation code mapping was not identified at
the time.

In about January of 2012, the administrative assistant who was inputting not-in-suit matters was told to
stop treating those matters as verbal, and enter all of those matters as written (essentially putting the
date opened in the date field under "written claim received"). This would mean that all not-in-suit matters
would be identified as potentially reportable under TREAD.

On March 21, 2012, the office manager for the HNA Legal Department sent an email that said the
following:

"Effective immediately, all PL personal injury claims should be set up as written claims.
This new rule is retroactive starting from January 1, 2012, so please go back to any
claims you have opened since January 1st, and change any verbal claim received dates
to written claim received dates in the case management system.

We will work with the Systems Group to make written claim received a mandatory field
and also hide the verbal claim received field. Until these changes are made, please
remember to always select the written claim received field when you set up new claims
in the case management system.

If you have any questions, please let me or [the HNA attorney responsible for claims]
know. Thank you."

The email was addressed to the person who was entering not-in-suit matters and her backup, as well as
various attorneys and others within the HNA Law Department.

After discovering the issue in early 2012, a list was prepared from the case management system to
identify all not-in-suit matters where there was no date in either the "verbal" or "written claim received"
date field. On March 23, 2012, just over 100 not-in-suit matters were identified that met this description.
Paper files were pulled from offsite storage, and those files were gathered and sent to AHM-PRO where
they were reviewed. This search did not capture all of the issues, because some not-in-suit matters had
a verbal date but no written date, and no information from any of those files was transferred to the PRO
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for potential TREAD reporting. Also, some matters were not transferred to PRO because there was no
TREAD-reportable allegation code in the file, and those were not included.

[ was not able to definitely determine why there was no follow-up with the two NHTSA employees who
first contacted Mr. Joseph. | learned that some members of the HNA Law Department were aware after
early 2012 that there were issues with TREAD reporting that required additional action by someone. | did
not reach a final conclusion as to why additional disclosure was not made sooner. It may be that the

“people who knew additional action was needed all thought someone else was taking care of it, which is

one reason why, at the end of this report, | recommend that one person be given the overall
responsibility and authority to oversee TREAD reporting at Honda.

V. REVIEW PROJECT
A. FIRST PHASE REVIEW

Results of what | call the first phase review are found on the attached spreadsheet, under the tab titled
"Claim or Notice Historical Int. [Interpretation]". There are a total of 431 TREAD-reportable matters under
that tab that had not been reported.

The review started as follows: Beginning on or about September 23, 2014, | asked for lists from the case
management system that identified (1) all not-in-suit matters where the "written date received" field was
left blank; and (2) all not-in-suit matters where there was no allegation code entered that "mapped" to a
TREAD reportable code (in other words, those claims where all of the allegation codes entered mapped
to either a "no" or a "0"). | knew that either of these conditions would prevent that record from being
transmitted to the PRO for potential reporting.

From September 23, 2014 through October 11, 2014, | conducted additional interviews and requested
modifications to the lists from the case management system that were intended to identify all not-in-suit
matters that had not been referred to AHM-PRO for review for potential TREAD reporting.

Ultimately, 2,356 files were identified for review. There were some duplicates because some matters that
had two or more allegation codes appeared twice on the list. There were a total of 63 duplicates,
meaning the total number of not-in-suit matters to be reviewed was 2,293. During final drafting of this
report, this number was increased by fewer than 20 for reasons discussed in section "D," below. That
brought the number of not-in-suit matters considered to 2,306.

Beginning in the week of October 13, 2014, a review began of the paper files for those not-in-suit
matters. Most of the paper files were in closed files that were maintained in an offsite storage location in
the Los Angeles area, while the rest were still at the HNA Law Department. | oversaw the formation of a
group of paralegals and attorneys from Bowman and Brooke LLP and Dykema Gossett PLLC in order to
review those paper files. These claims files were then reviewed to determine whether they were "TREAD
reportable." (Five of the paper files were not located, and are indicated as "missing" on the spreadsheet
that summarizes the review, which is attached to this report.) | provided training to the reviewers on how
to identify files that were "TREAD reportable."

For this review, the following criteria were used:

1. If the matter was opened prior to July 1, 2003, it was determined to not be TREAD
reportable, because detailed reporting was only required for "claims" or "notices" received
on or after July 1, 2003.

2. The reviewers confirmed that the not-in-suit matters involved an on-road vehicle (a car,
light truck, or motorcycle). Not-in-suit matters involving off-road vehicles, such as ATVs, or
non-vehicles, such as power equipment, are not "TREAD reportable.”



3. ‘The reviewers confirmed that the on-road vehicle was less than 10 years old at the time of
the first notice. In other words, if a call was received in 2005 about a 1992 Honda Accord,
that not-in-suit matters was not "TREAD reportable."

4. The reviewers confirmed whether there was an injury or death.

5. The reviewers were asked to determine whether Honda received a "claim" or "notice
received by the manufacturer" using the language from the TREAD regulations as
historically interpreted by Honda.

For this review, the 5th element was satisfied if Honda received a "claim," as defined in 49 C.F.R.
§ 579.4 (a "written request or written demand for relief . . .") that came from the claimant or another third
party. Many of the files also contained other "third-party documents," such as police accident
investigation reports. Based on conversations with Jay Joseph, | determined that if Honda or an agent
acting on Honda's behalf (such as an insurance adjuster hired by HNA's Law Department) went and
obtained a copy of those other "third-party documents," then those not-in-suit matters were not treated as
being reportable "notice received by a manufacturer" because the only information that Honda received
"unsolicited" from the claimant or a third party was verbal. In some instances, a third party retained by
Honda interviewed the claimant and if they asked the claimant to hand-write a statement summarizing
what happened, those files were treated as if the statement was a reportable "claim" or "notice received
by the manufacturer" under 49 C.F.R. § 579.21(b)(1).

If the reviewer determined that the not-in-suit matter was not TREAD reportable using these criteria, a
brief notation was made. All "no" determinations were double-checked.

All "yes" files were reviewed a second time to confirm that they were TREAD reportable using these
criteria. Initially, | determined that there were about 420 matters identified as "TREAD reportable" under
these criteria. This number was determined at the end of the review on the evening of October 16, 2014.
That number was then provided to Jay Joseph. | later determined that | had miscounted, and the exact
number was 419.

Additional quality control review was then done of those 419 files. It was determined that 12 of the files
were duplicates, reducing the total to 407. It was further determined that nine of the files actually did
have allegation codes and a "written claim received" date. We initially thought that they had been pulled
by mistake, and so we dropped them from the total, reducing the number to 398. Finally, for two files
where the reviewer comments were ambiguous, a third review was done which determined that the files
were not TREAD reportable under the criteria used, reducing the total to 396 These 396 were used for
the observations in the next section.

During final drafting of this report, however, we determined that for the nine where a written date was
entered, it had been entered sometime after the matter had been opened. As a result, for this final report,
these nine were included in the spreadsheet. Likewise, the two matters where a third review because of
ambiguous comments determined that they were not reportable also were included in the final
spreadsheet.

For the final report, we also included the five missing files under the tab labelled "Claim or Notice
Historical Inf{erpretation].”

B. OBSERVATIONS FROM INITIAL REVIEW

One question was whether the failure to report prevented some unique, common issue from being
identified. It does not appear that was the case for several reasons. First, there were non-highway
vehicles, such as pressure washers, air compressors, outboard motors, off-road ATVs, and rototillers,
included in the not-in-suit matters that did not have a written date received entered. These Honda
products are not subject to TREAD reporting. The fact that the same data entry issues occurred with
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products not subject to TREAD reporting supports the conclusion that the issue was in how data was
entered in the HNA case management system, and not because of some deliberate attempt to conceal
TREAD-reportable matters.

Second, the non-reported matters involved a variety of vehicles, with the volume of non-reporting
seeming to roughly match the sales volumes for that model. For example, there were more matters
involving Accords and Civics, and those are two of Honda's best-selling cars. This supports the
conclusion that there was no deliberate attempt to conceal TREAD-reportable issues regarding one
particular vehicle.

Third, the complaints or factual information in the files raised in these matters also involved a variety of
issues. This supports the conclusion that there was no deliberate attempt to conceal TREAD-reportable
matters that dealt with one particular allegation. The allegations in the 396 files identified as reportable in
the first review fell under the following categories:

1. Airbag non-deployment: 166 (42% of the total)

2. Inadvertent airbag deployment: 21

3. Airbag injury: 17 (mostly abrasions)

4, Improper airbag deployment: 2

5. Allegations of unintended acceleration: 25 (6% of the total)

6. Allegations regarding seat belts: 24 (6% of the total)

7. Allegations involving brakes: 24 (6% of the total)

8. Lacerations from sharp edges on a door: 13

9. Injuries caused by a rear hatch door hitting someone outside the vehicle: 10

The rest of the allegations fell into a number of different categories, including seat back strength,
seat warmers, transmissions, tires and wheels, steering, power windows, fumes and mold, stalling, trunk
lids, and axles.
| also looked at the dates when these matters were opened in the HNA Law Department case
management system. After discovery of an issue in 2012, there was an attempt to correct that issue by
changing the procedure to require a written claim opened date. From that date forward, nearly all of the
errors in the 396 were related to the absence of a TREAD-reportable code.
Finally, the nature and extent of the injuries reported also was scattered, with most of the matters
involving what appeared to be relatively minor injuries. Although there were some fatalities and some
serious injuries, it appeared their frequency roughly correlated with the frequency of death and serious
injuries previously reported in studies of nationwide field accident data.

C. SECOND PHASE REVIEW
Through the balance of October and the first week of November, additional analysis was done of these
claims files, as well as the method used to identify the "TREAD reportable" matters. It was determined

that a second review would be conducted of the "no" files with a modification to the fifth criterion above.

Beginning on November 11, 2014, the previously identified "no" files from the original group of not-in-suit
matters were reviewed again. This time, the files were searched for any documents created by a third



party, regardless of how they were received. Thus, if the file contained a police report that was obtained
at the request of a Honda investigator, that third-party document was examined. On the second review,
in order to give a broad interpretation of the EWR definition of "notice," the question the reviewers were
asked to answer was whether the third-party documents said anything that suggested something about
the vehicle causing an injury. A typical example was a third-party document that said that an airbag had
failed to deploy, and a vehicle occupant was injured when the occupant struck something inside the
vehicle. If there was a third-party document in the file that suggested something about the vehicle caused
an injury, that suggested was treated as an allegation that a defect in the vehicle had caused an injury,
and therefore the file was identified as a "TREAD reportable" file.

A similar group of reviewers was assembled to conduct this review. If, on the second review, they
determined that a file was TREAD reportable under the broader interpretation, that file was separated
from the rest. If they determined it was not TREAD reportable, again, they were asked to prepare a brief
explanation. The reviewers were told that if there was any doubt about whether a third-party document
said something about the vehicle causing injury, the doubt was to be resolved in favor of identifying that
file as "TREAD reportable."

An additional 1,298 files were identified as potentially "TREAD reportable" under the broader
interpretation of "notice received by the manufacturer" in this second review. These matters had not
previously been reported as EWRs. The results of the second phase review are shown on the attached
spreadsheet under the tab labeled "Notice Under Broader Int. [Interpretation].”

D. FINAL ADDITIONS

During final drafting of this audit report, we again looked at the files that had been reviewed in 2012, and
this caused us to note several anomalies. First, the 2012 review included two motor scooters made by
Honda. There were no motor scooters among the matters we initially reviewed. We confirmed that motor
scooters had been inadvertently omitted from the list that we used for our review. We collected the
scooter reports. Time did not permit reviewing the actual paper files for these not-in-suit matters, but
based on factual information in the HNA case management system, six were added as part of the first
phase review. They were included on that tab because even though they were not actually part of the
first phase review, they should have been.

Second, we noticed that some matters that did not have a written date received in the case management
system in 2012 were not on the list created for our review in October, 2014. We determined this likely
occurred because someone entered a date in that field sometime between early 2012 and October,
2014. The number was small, because it appears that the March 21, 2012 policy change that required
the administrative staff to enter a written date received was largely effective. Fortunately, reports were
still available which allowed us to identify the matters where there was no written date received in 2012
or 2013, but a date had been entered prior to October, 2014. We reviewed these matters, and included
them in the final spreadsheet under the tab "Claim or Notice Historical Int[erpretation]" on the theory that
they should be treated as part of the first phase review.

Finally, we re-reviewed the results of the 2012 work done by Honda. Some of the matters reviewed in
2012 were not on the list provided for review, possibly because a written claim received date had been
entered for those matters after 2012 but before October, 2014. All matters reviewed and determined to
be reportable in 2012 were added to the "Claims and Notice Historical Int." tab on the spreadsheet.

E. AIRBAG INFLATOR RECALL ISSUE

| looked for Takata airbag recall matters among the "yes's" using the criteria from the first phase review. |
found six, and determined that all of them had been reported by Honda to the NHTSA, not as EWRs
under TREAD, but as part of the NHTSA investigation of those airbags. There was one additional matter
that mentioned the Takata recall, because the contact asked if the recall was implicated after receiving a
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recall letter. The injury was , and that injury is not consistent with the
injuries associated with the recall condition.

In the second phase | again looked for Takata airbag recall matters among the "yes's" using the broader
interpretation. | found one, and determined that it had been reported by Honda to the NHTSA, but again,
not as an EWR under TREAD, but as part of the NHTSA investigation of those airbags. There were four
other matters, all from 2009-2010, where the Takata airbag recall was implicated, but an inspection of
the vehicle revealed that the recall condition was not present in any of the four cases. There was one
additional Takata airbag matter where a written date had been entered by October, 2014, when the lists
for our review were prepared, but which did not have a written date entered when it was first opened and
so it was not reported as an EWR under TREAD. This matter also had been reported by Honda to the
NHTSA, not as an EWR under TREAD, but as part of the NHTSA investigation of those airbags.

F. FINAL COMMENTS ON THE REVIEW

It is well known that any review of a large volume of documents by human reviewers has a potential for
error. Although we tried to make the criteria as objective as possible, there still is some subjectivity
involved. For example, in some files, it is difficult to determine whether there was any "claim" or "notice"
of an injury, just because of the brevity and vagueness of the information that was available in those files.
The same is true for whether there was any "notice" of something about the vehicle potentially causing
an injury.

The potential for occasional errors was compounded by the timing. For both stages of the review, we
wanted to finish as quickly as possible. For the first stage, for example, we knew that Jay Joseph was
meeting with the NHTSA on October 17, 2014. As a result, we used more reviewers, and the reviewers
sometimes worked well into the evening.

VI. HOW HAS THIS PROBLEM BEEN RESOLVED SO WE KNOW IT WILL BE AVOIDED IN THE
FUTURE?

HNA Legal is implementing a change to the case management system, so that, in essence, the "verbal
date received" and "written date received" fields are removed, and the only date is the date that the claim
is opened in the system. In other words, the extrication code that previously would not transmit factual
information on a matter if there was no "written date received" has been removed. Thus, all not-in-suit
matters will be transferred to the PRO for reporting under TREAD, regardless of whether they are
"written" or "verbal.".

Likewise, the mapping has been changed so that all of the Honda internal allegation codes will map to
some TREAD code. As a result, there will no longer be any matters where factual information is not
transferred to the PRO for lack of an allegation code.

As an added precaution, a report will be created quarterly of all new claims entered, and that will be
compared to a list of the claims identified as potentially reportable under TREAD to make sure that all
not-in-suit matters have been identified and sent to AHM-PRO.

Historically, there has been no single person at Honda who is responsible for understanding how data is
gathered and reported for TREAD. The PRO is responsible for TREAD reporting, but PRO relied on the
completeness and accuracy of data coming to them from approximately eight different sources, including
the HNA Law Department. PRO did not know how claims were entered in the HNA Law Department's
case management system. The IT staff did not know that having general headings in the allegations map
as "null" or 0" meant that some not-in-suit matters were not being reported. The people using the HNA
Law Department's case management system did not know that if the "written date received" field was
blank, then factual information for that matter was not transmitted to the PRO.

11



In addition to the other steps noted above, therefore, | recommended that one person be given the
responsibility of monitoring how data is gathered and reported from throughout Honda.

I was not asked to review other aspects of TREAD reporting. My recommendations are limited to the

scope of what | reviewed. Whether there are any additional measures that are advisable or that may be
considered by Honda to improve the accuracy of TREAD reporting is not a topic addressed in this report.
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