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Takata Airbags - Proposed Recall Notice: Submission of Ford Motor Company of
Australia Limited

Al

We refer to the correspondence received by Ford Motor Company of Australia Limited (Ford
Australia) from Neville Matthew, General Manager, Consumer Product Safety Branch, regarding
the Froposed Recall Notice for Motor Vehicles with Specified Takata Airbag Inflators and
Specified Salvaged Takata Airbag Inflators issued on 21 September by the Minister for Small
Business, the Honourable Michael McCormack MP. Ford Australia makes these submissions in
response to that Proposed Recall Notice,

Summary

The Proposed Recall Notice issued by the Minister covers all Takata manufactured airbags that
use either Phase Stabilised Ammonium Nitrate (PSAN) without desiccant {including an Alpha
inflator} or PSAN with calcium sulphate desiccant. Ford Australia understands that the Minister is
considering issuing a compulsary recall notice in refation to those goods on the bases that it
appears to the Minister that:

2.1. the geods will, or their reasonably foresesable use (or misuse) will, or may cause injury to
any person; and

2.2. one or more suppliers of such goods have not taken satisfactory action to prevent those
goods causing injury to any person,

The statutery product safety and recall scheme balances competing considerations, including the
protection of consumers of goods from risk of injury, the nature and extent of the risk of injury, the
reputational and financial damage that may be suffered by suppliers and the wtility of the product
to the community. The regime provides opportunities for the supplier to take voluntary action to
address any risk, including by voluntarily recalling the goods, or to pegsent a case as {o why a
proposed compulsory recall should not be issued, having regard fo the breadth of factors that may
influence the Minister's decision.’

For the reasons set out in this submission, Ford Australia considers that it is not appropriate for
the Minister fo exercise his discretion to issue a compulsory recall of the goods that are supplied
by Ford Australia and that fai within the scope of the Proposed Recall Notice.

The available data does not establish that the goods supplied by Ford Australia
will or may cause injury

Ford Australia has not previously commenced a voluntary recalt of the goods supplied by Ford
Australia that are within the scope of the Proposed Recall MNofice because Ford Australia
cansiders that the available technical data does not indicate that those goods will, or their
reasonably-foreseeable use (or misuse) will, or may, cause injury to any person.

The inflators fitted 1o Ford vehicles in Austrafia are Takata SDI-160 and SDI-230 inflators.
SDI-160 and SDI-230 model inflators have been used in nearly 110,000 Ford vehicles in Australia
since 2004. Ford Australia is not aware of any reported ruptures or consumer injuries or deaths
arising from these models of Takata inflator either in Australia, or in Ford Motor Company's global
markets.

' See Pro Teeth Whitening (Aust} Ply Lid v Parfiamentary Secretary to the Treasurer, David Bradbury MP [2013] FCA 1376,
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Existing expert reports relied upon by the United States of America National Highway Traffic
Safety Administration (NHTSA) and referred to by the ACCC in the Proposed Recall Notice do not
directly consider the SDI-160 and SDI-230 inflators, Australian climatic conditions or Ford
Austratia vehicle design. Ford Australia submits that those reporis do not establish a timeframe in
which any degradation of the inflators used in Ford Australia vehicles might cccur.

For these reasons, Ford Australia currently considers that the available technical data does not
indicate that the inflators used in Ford Australia vehicles will, or their reasonably foreseeable use
(or misuse} will, or may, cause injury tc any person.

The Proposed Recall Notice presents significant challenges for Ford Australia

The Proposed Recall Notice presents significant challenges for Ford Australia and Ford Australia
considers that the timetable set out in Scheduie 1 fo the Proposed Recall Notice is not necessary
or appropriate having regard to the available technical data. Ford Australia is not in a position to
comply with the Proposed Recall Notice in the form currently drafted. In particular, the key
challenge for Ford Australia is parts availability.

Ford Australia considers that, having regard fo the available technica! data for the inflators used in
Ford Australia vehicles, which does not indicate that those present a safety risk to consumers at
this time, it would not be reasonable or appropriate fo replace those inflators with Takata inflators
that are themselves subject {o a product safety recall. The inflators should only be replaced with
appropriate and validated replacement goods that are not subject to any product safety recall.
Ford Australia is currently working with third party suppliers but will not have sufficient appropriate
replacement parts ta comply with the timelines set in the Proposed Recall Notice. In particular,
Ford Australia will not be able fo comply with the requirement to replace Takala Inflators using
PSAN with no desiccant where five years have passed since manufacture within one month of
being contacted by the consumer.

Cost is not a driving factor behind Ford Australia’s decision whether or not ta conduct a product
safety recall. However, as oullined further in this submission, the Proposed Recall Notice as
currently drafted would have significant cost implications for Ford Australia, particutarly due to the
requirement of providing loan vehicles.

Ford Australia will propose a voluntary recall ptan which it considers is
satisfactory action to prevent the good causing injury to any person

Given there has not been a single reported rupture globally in the SDI-160 or SDI-230 inflators
fitted to the vehicles supplied by Ford Australia, Ford Australia submits that no recall of the gocds
is necessary. Despite Ford Australia forming the view that no voluniary recall of the goods
supplied by Ford Australia that falf within the scope of the Proposed Recall Notice (s required
based on the evidence availabie at this time, Ford Australia understands the Minister's and the
ACCC's concerns in relation to the gocds and is prepared fo undertake a voluntary product safety
recall of the goods. The implernentation of that voluntary product safety recall is complex and
relies on, in particular, the availability of appropriate replacement parts {(which are sourced by
Ford Australia from third party suppliers) and apprapriately qualified personnel to undertake the
part replacement work. Ford Australia considers that its proposed voluntary recall plan is an
appropriate timetable for the voluntary recall of affected vehicles supplied by Ford Australia and
constitutes satisfactory action within the meaning of section 122(1)(c) of the Australian Consumer
Law such that no compulsory recall should be issued in respect of Ford Australia’s vehicles.

Ford Australia will write separately to the ACCC shortly outlining its proposed voluntary recall
plan. Ford Austraiia looks forward to the epportunity to discuss this proposed voluntary recall plan
with the ACCC and to working with the ACCC on the recall.
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B. Takata airbag inflators used in Ford Australia vehicles (the Affected Goods)

15. Ford Australia has not supplied in Australia any vehicles that use a Takata Alpha inflator or any
vehicles that use a Takata PSAN inflatar with ealcium sulphate desiccant. The only goods that
have been supplied in Australia by Ford Australia and that are the subject of the Proposed Recall
Notice are Ford Australia vehicles that use a Takata manufactured PSAN inflators without
desiccant. Those inflators all use a tabief design and do not use a batwing PSAN configuration.

16. There are a number of models of Takata PSAN inflators without desiccant, Each model has a
different design. The only models used in Ford Ausfralia vehicles are the Takata manufactured
SDI-160 and SDI-230 PSAN inflators without desiccant {the Affected Goods).

17. Ford Australia used the Affected Coods in the vehicles and maods!

Table 1: Ford Australia vehicles using Affected Goods including approximate sales volumes

Vehicle and PDescription
Vehicles MY Approx. | Assembly Plant Build Date Range
Vol

CD345 2007- | 9,890 Genk 13-JUL-2007 — 31-JUL-2009
Mondeo 2000

CD391 2015— 6,785 Valencia 06-0CT-2014 - 23-MAR-2017
Mondeo 2017

J87T 2004 - 4,506 Sitverton 05-JUL-2004 — 21-SEP-2006
Courier 2006

JorT 2004 - 17.289 Rayong 02-FEB-2004 ~ 04.SEP-2006
Courier 2008

JoTU 2006~ 69,635 Rayong 08-SEP-2006 ~ 01-AUG-2011
Ranger 2011

J46 2004 - 1,300 Hiroshima 02-FEB-2004 — 31-0CT-2005
Econovan 2005

18. Ford Australia no longer manufactures or supplies vehicles that include the Affected Goods:

18.1. Ford Australia no tonger manufactures or supplies the J97 Ranger / Courier or J46
Econovan vehicles.
18.2. From July 2008, the airbag in the CD345 Mondeo was replaced with a TRW airbag

which does not use an ammonium nitrate inflator.

18.3. From March 2017, the airbag infiator in the CD391 Mondeq was replaced with an
Autoliv inflator which does not use an ammonium nitrate inflator.

C. Safety data relating to Takata PSA non-desiccated inflators

18. For the reasons set out in this section, Ford Australia considers that it is inappropriate for all
Takata PSA non-desiccated airbag inflators to be treated identically, having regard to the
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variances in design of those models and having regard to the available technical data, which
indicates that different modefs of Takata infiators have different risk profiles.

C.1  Available safety data in relation to the Affected Goods

20. Ford Australia has not received any reports of consumer injury or death invelving SPI-160 or
SDI-230 airbags in its vehicles. Further, Ford Australia is not aware of any injuries or fatalities
caused by the SDI-160 or SDH-230 Takata inflators in any of Ford Motor Company's global
markets.

21.

Onthe basis of s
data, Ford Australia submgs that the requirements of section 122(1)(b) of the ACL are not
salisfied.

a simiar desian inflalor to the SBI-160 and SDI-230 infiatars, the
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2T, Inflaiors used

in the Ford CD345 and CD381 Mondeo vehiclas sold in Australia were manufactursd at the
Takata Freiberg sssembly plant.
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Data referred to in the Proposed Recall Notice

in its Proposed Recall Notice, the ACCC refers to three reports relied upon by NHTSA in relation
to the United States recall of certain Takata airbags: (i} Exponent report dated July 2016 on behalf
of American Honda Motor Company:; (i) Orbitat ATK report dated September 2016 on behalf of
the Independent Testing Coalition (including Ford Motor Company); and (jii) report of Dr Harold
Blomquist dated May 2016 on behalf of NHTSA, which considered the results of the Exponent
and Orbital ATK investigations and Takata's own investigations. Those reports do not directly
consider the Affected Goods.

The Orbital ATK and Exponent reports address root cause analyses for observed ruptures of
specific designs of Takata airbag inflators. As noted above, Ford Australia is nof aware of any
reports of ruptured SDI-160 or SD1-230 inflators and Takata has provided feedback that if has not
been nofified of any cases of rupture with those models. Neither the Orbital ATK report nor the
Exponent report specifically addresses the Affected Goods.

The Exponent, Otbital ATK and Blomaquist reports found, in summary, that 'non-desiccated Takata
frontal driver and passenger inflators contain a propellant that degrades over time” under certain
conditions (Dr Blomquist report at pd). The Orbital ATK report does not address the time period
aver which propeliant degeadation may occur. As recently as 4 October 2017, Ford Motor
Company in the United States has confirmed that Orbital ATK is eontinuing to work on a madel
which will predict the degradation rate in different climatic and geographical conditions and this
model {when finalised) could be used to predict whether any partieufar inflator is likely to become
a risk ic safety during the service life of the vehicle. Ford Australia will cansider the resulis of that
further Orbital ATK study once available, including whether that study provides any further data
points relevant to the risk profile of the Affected Goods.

The Exponent report was a root cause analysis of observed ruptures of Takala airbag inflators,
but also included a model of propellant degradation in passenger side inflators at particular
geographic sites in the United States. Those model resuits were stated by Exponentto be
location specific. They took into account, for example, temperature data (including local weather
and solar conditions) from over 600 weather stations across different regions in the United States.
Exponent's modelling indicated that the length of time until the inflators investigated in that
analysis presented a risk of rupture ranged from six to 25 years. Those findings wese stated to be
conservaiive estimates for the geagraphic locations analysed assuming continuous exposure of
the vehicle to outdoor environmental conditions, and took into account field ruptures and ruptures
in faboratory testing of refurned inflators of the models considered. Dr Blomquist concurred with
Expeonent's analysis of the length of time for propellant degradation sufficient to create a risk of
infiator rupture. Dr Blomguist noted the significant geographical and vehicle platform biases
identified in the testing of Takata inflators. The Exponent report did not consider Australian
conditions, the particular models of inflator used in Ford Australia vehicles or the design of Ford
Australia vehicles. Ford Australia does not consider that the modetfling in this report could be
applied to quantify accurately the rate of propellant degradation of driver's side SDI inflators fitted
to vehicles supplied by Ford Australia in Australia,

Ford Australia's risk assessment in relation to the Affected Goods

Based on the available data summarised above, Ford Australia submits that it is not appropriate
for the Proposed Recall Notice {including the proposed recall timing set out in Schedule 1 to that
Notice) to treat all Takata inflators, other than the Alpha population, as the same. As noted above,
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there are a wide range of Takata PSAN non-desiccated inflators and the design and known risk
profile differs between modets.

As Ford Austraiia has previously advised the ACCC, and as confirmed by the existing analysis,
the rate of degradation of inflators varies widely and is influenced by:

331 climatic conditions (such as humidity, temperalure and temperature cycles);

33.2 inflator model! / configuration;

33.3. inflator manufacturing factors; and

334, vehicle make and model.

4. The inflatars fifted to Ford vehicles in Australia are SDI-160 and SDE-230 infla

35.

37

34.1. Ford Australia is not aware of any reported ruptures or consumer injuries or deaths
arising from the Affected Goods, either in Australia, or in Ford Motor Company's global
marketls. The Affected Goods have been used in nearly 110,000 Ford vehicles in
Australia since 2004.

343. Existing experi reports refied upon by NHTSA and referred to by the ACCC in the
Proposed Recall Notice do not directly consider the SDI-160 and SDI-230 inflatars,
Australian climatic conditions or Ford Australia vehicle design. Ford Australia submits that
those reports do not establish a timeframe in which any degradation of the inflators in the
Aftected Goods might occur,

For these reasons, Ford Australia considers that the avaifable technical data does not indicate
that the Affected Goods will, or thelr reasonably foreseeable use (or misuse} wili, or may, cause
injury to anhy person at this time.

. Ford Ausfralia will continue to monitor the avaitable data relevant to the risk profile of the Affected

Goods, including the further analysis being undertaken by Orbital ATK.

Submissions in relafion to ACCC's specific questions

in #ts email to suppliers dated 21 September 2017 in refation to the Propesed Recalt Notice, the
ACCC invited suppliers of goods the subject of the Proposed Recall Notice fo provide
submissions addressing, in paricular:

371 the estimated costs of compliance with the Notice;

37.2. any difficutty in complying with the timetable far the recalt and replacement set out in
Schedule 1 of the Notice;

37.3. any barriers 1o implementation of the recall proposed in the Notice in rural or remote
areas;

! Based on total production volumes of SDI-160 and SDI-230 inflators supplied by Takata.

Level 1, 600 Victoria Street
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74, any practical or logistical barriers to implementing the recall proposed in the Notice;
37.5. what incentives would best encourage or assist with recovery of recalled goods in
salvaged and second-hand supply markets;
376, any effect(s) of the Notice on the supply of new and used vehicles; and
3771. any special issues for the supplier's particular type or category of supply.

Ford Australia's submissions in relation to these particular matters are set out below.
B.1  Estimated costs of compliance with the Proposed Recall Notice

38. Cost is not a driving factor behind Ford Australia’s decision whether of not fo undertake a product
safety recall. Decisions are made based on Ford Australia’s assessment of the product safety
risk. However, in light of the ACCC's request for information in relation {o the cost of implementing
the recall, Ford Australia has undertaken some preliminary analysis of the polential cost of
compliance with the Proposed Recal! Notice.

39. The costs associated with the Proposed Recall Natice may be broken down into three key
elements:

39.1. costs of carrying out the repair work;

39.2. costs of providing loan vehicles to consumers if the recall wotk is not performed
within 30 days of request and the recall is required fo be launched immediately in
accordance with section 5{2)(b) of the Proposed Recall Notice; and

38.3, costs of refunding the purchase price of the Consumer Goods in accordance with
section 5(2)(b) of the Proposed Recall Notice.*

40. There would also be very substantial costs associated with undertaking the communication,
moniloring, record-keeping, reporting and auditing aclivities set out in the Proposed Recalf Notice.
However, Ford Australia has not yet quantified those costs.

Costs of canrving out the recall work

41, Attachment 1 is a spreadsheet with fwo tabs, The first tab contains the calculations of the cost of
carrving out the recall work itself. The total patts and labour cost is estimated to be
AU The relevant details are found in the first tab of Attachment 1.

Costs of provigion of loan vehicles

42, The second tab of Aftachment 1 sets cut Ford Australia’s calculation of possible loan vehicle
costs in the event that a compulsory recalt was required fo be commenced on 1 November 2017
for alf vehicles manufactured more than five years ago and a loan vehicle was required to be
provided to consumers if the recall repair work is nof performed within 30 days of request by the
consumer, The loan vehicle cost is assumed to be AUE‘ per day based on Ford Australia's
experience of average loan vehicle expenses. This amount is aiso used globally by Ford Motor
Company to estimate loan vehicle expenses for safety recalls. The amount of time a loan vehicle
is required to be provided is based on when parts are cutrently anticipated to be avaitable for
each model line. There are then differing calcufations based on what percentage of the
consumers who may be entitled to a loan vehicle actually take up that offer.

* Thete Is no legistative basis for mandating a refund of loan vehicte under section 123 of the ACL. Section 123 of the ACL
alfows the Supptier to undertake either repair, replacement or refund depending on which the Supplier thinks is appropriate.

Level 1, 600 Victoria Strect
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43. Itis not possible to make & robust calculation of likely loan vehicle expenses as if is difficult to
assess the rate at which consumers will present for repair work following noftification of a recall
and, therefore, when the 30 day period for the repair work to be performed will start to run. It is
also difficult to assess what percentage of consumers who become entitled to a loan vehicle wilt
actually take up that offer, At one extreme, if 100% of consumers were to immediately request
repair so that the 30 day replacement period started running and then 100% of those consumers
were to request a loan vehicle at the expity of that 30 day period, based on when parts are
currently anticipated to be available, loan vehicle expenses could be in the order of AUL

Ford Australia doas not suggest that this is a realistic scenario; however, a take-up rate of
U% could well be realistic and this would resiitt in Ford Australia incurring loan vehicle
expenses of between AUCR= < AU | if the compulsory recall was to be
issued in its current form.

Cost of refunding the purchase price of vehicles

44, itis not possible {o calculate the cost of refunding the purchase price of vehicles as the RedBaook
values of the affected vehicles are not known.

0.2  Timetable for recall and replacement of the goods

45. Ford Australia considers that the biggest barrier to the logistical implementation of a recalt of the
vehicles fitted with Affected Goods is the availability of appropriate replacement parts. Ford
Australia conseders that, having regard to the available technical data for the inflators used in Ford
Australia vehicles, which does nof indicate that those pressnt a safety risk to consumers at this
time, it would not be reasonable or appropriate to replace those inflators with Takata inflators that
are themselves subject 1o a product safety recall. The Affected Goods should only be replaced
with appropriate and validated replacement goods that are not subject to any product safety
recall,

46. Based on information currently available to Ford Australia in refation to likely parts availability,
Ford Australia could not comply with the proposed fimeiable set out in Schedule 1 fo the
Proposed Recall Notice, In particular, Ford Australia would not be able to launch a recall
immediately for all vehicles manufactured more than five years ago and carry out the repltacement
part work within 30 days of consumer request.

47. Ford Australia has identified sources of supply of appropriate replacement parts for all sffected
Ford vehicles that were manufactured more than five years ago (Ranger / Courier and Econovan
vehicles and Mondeo CD345 vehicles). Validation testing has been completed on the
replacement parts; however, Ford Australia is waiting on information from certain suppliers as to
when parts can be supplied.

48. The particular logistical difficullies in sourcing parts for each affected Ford Australia vehicle are
summarised below. The information below represents the best information available to Ford
Australiz at this time. Ford Australia is dependent on infermation being provided by suppliers of
the respective parts required and in some instances, the suppliers have not been able to supply
that information at the time of making this submission.

49. Since these vehicles from the manufacturing plants identified in Table 1 above have not been
previously recalled by Ford Australia in any market, this information may be subject to change as
the plans progress and unexpected obstacles or opportunities arise.

CDb345 Mondeo
50. The population and build range for affected CD345 Mondeo vehicles is:

501, Popuiation. 9,890

50.2. Build Range: 13 July 2007 — 31 July 2009

Level 1, BOQ Victoria Street
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Proposed Field Solution:

51. The current proposed field service action for these vehicles is replacing the entire Takala airbag
module with a new TRW airbag module with & non-PSAN inflator. Also, it will be necessary to
replace the steering wheel as the TRW airbag modufe is not compatible with the current steering
wheel fitted to the CD345 Mondeo vehicles suppiied by Ford Australia.

Potential Field Solution Availabili isks and Limitations:

52. As this vehicle is out of production, supplier capacity is currently utilised to support service spare
parts only.

53. This production capacity is also being utilised to supply parts to the German Govemnment agency

KBA (Kraftfahrt-Bundesami) ic support the ongoing study of Takata inflators from the field at a

rate of 100 parts per year, It is not presently known when additional capacily can be made
rts for 2 recalt of the CD 345 Mondes vehicles in Australia

54. Ford Australia is also investigating the use of an aitbag module developed for the China built
CD340 S-KMax and CD345 Mondeo vehicfes. This module uitlises an Autoliv inflater. The paris for
the China built vehicles would require additional design input and validation testing te confirn
their suitabikity for the European built CD345 Mondeo vehicles supplied in Australia.

CD391 Mondeo

55. The population and build range for affected CD381 Mondeo vehicles is:
55.1. Population: 6,785

55.2. Build Range: 06 Oct 2014 - 29 Mar 2017

Proposed Field Solution:

5. A replacement airbag module with a new part utilising an Aufoliv inflator has been designed and
validated for use on this vehicle line. These vehicles are alf less than five years old and, therefore,
Ford Australia does not anficipate any difficully compiying with the timing in Schedule 1 of the
Proposed Recall Notice for this vehicle model.

JS7T Courier

57. The population and huild range for affected J97T Courier vehicles is:
57.1. Fopulation: 21,795
57.2. Buitd Range: 2 February 2004 — 21 September 2006

Proposed Field Solution:

58. The curent proposed field solution is to replace the airbag module with a new modute containing
an Attoliv infiafor. The replacement airtbag modute would be a Takata airbag modude but with a
non-PSAN infiator manufactured by Autoliv,

ord Austrolia
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These vehicles are all

Further, the inflators that would be used are the Autoliv inflators, the supply of
wiich is 5et out in table 6 below,

81. Ford Australia is also investigating adapting the Autoliv inflator base for fiiment to the existing
Takata airbag module by enlarging a number of mounting holes. The field solution would then be
to replace the infiator only (rather than the entire module) using the same Autoliv inflator as would
be used for the J97U Ranger (see below]. The afternative of adapting the Autoliv infiator for the
existing Takata airbag module is not currently 2 validated solution. The viability of this pmposal is
still under investigation by Ford Australia with supplier technical teams (including a i
drawings_ fachnical and manofacturing imn

reveals ifial Uiis is a viabve solution {here 5 a question around the viabiity of the proposal to
enlarge the mounting holes), validation of the part itself (Le. the Autoliv inflator) will be required.
Ford Australia currently anticipates this part validation would take six weeks fo compiete As per
all field service solutions described (except CD345 and CD321 Mondeo)
cemas from the single Awtoliv inflstor aliocation. shown i iakla & below.

J87 nger and J46 Econo
62. The population and build range for affected J97T Courier vehicles is:

62.1. Population: 69,635 (487U Ranger), 1,300 (J46 Econovan)

62.2. Build Range: B September 2006 — 1 August 2011 (JO7U Ranger), 2 February 2004 — 31
October 2005 (J4G Econovan)

Peroposed Field Solution:
63. The current proposed field solutions for these vehicles are:

@3.1. J97U Ranger - Replace driver and passenger aitbag infiator with Autoliv infiator.
63.2. J46 Econovan - Replace driver airbag inflator with Autaliv inflator.

Proposed Field Sclution Availability Risks and Limitations:

84. As per ali field service solutions described {except CD345 and CD391 Mondeo), supply of
inflators comes from the single Autoliv infiator allocation, shown in table 6 below.

65. There is no alternative field solution available for these vehicles which can produce an eardier
launch readiness than the field solution described above as the repair involves replacing the
inflators only which is already the speediest repair solutior achievable. The main constraint is the
availability of those inflators.

Autoliv inflator parts availability

66. As stated above, all of the field service solufions d
Monden) require an Autoliv inflator

Level 1, 600 Victoria Street
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G7. Pant production is currently utilised by another car company. This is preventing the supptier from
bringing forward production for Ford Australia.

68. . po production was

Significant effori has gone into the paris availability plan above, Qrigina!
schaduted by Autoliv for Ford Australia vehicles in Movember 2017.

. IL IS &S0 ot kaows cap
changed m order i provite addmona! parts to Ford Australia for the recall of its vehicles,

69. As can been seen from the above, Ford Australia has 109,405 vehiclas affected by the Proposed
Recafi Notice and all vehicles except CD391 Mondeo are older than five years. This means that
102,620 affected Ford Australiz vehicles were manufactured more than five years ago. If Ford
Australia was compelied to launch a recall immediately for those 102,620 vehicles, it could only
repair approxirmately those vehicles within a2 month of presentation by a customer due
ta the supply constraint on the Autoliv inflators required for 92,000 of those 102,620 vehicles.

70. Given there has not been a single reported rupture globally in the SDI-160 or SDI-230 inflators
fitted to the vehicles supplied by Ford Australia, it submils that no recall of the goods is necessary
and, in any case, the timefable set out in Schedule 1 to the Proposed Recall Notice is not
necessary or appropriate. However, Ford Australia is prepared to undertake a voluntary recall,
having regard fo the concern expressed by the Minister and the ACCC. Ford Austratia will write
separately to the ACCC about its proposed voluntary recali plan, which Ford Australia considers
is an appropriate timetable for the voluntary recall of vehicles supplied by Ford Australia and
constitutes satisfactory action within the meaning of section 122(1)(c) of the Australian Consumer
Law such that no compulsory recall should be issued in respect of Ford Australia’s vehicles.

D.3 Implementation of the recall for consumers and goods in rural and remote areas

71. In the ordinary course of product safety recalls, Ford Austraka considers on a case-by-case basis
how best to approach replacement of recalfed goods for consumers in remote or rural locations.
Ford Ausiralia has a significant network of authorised dealers with a broad geographic spread of
dealers able to carry out the required work and Ford Australia does not presently consider special
arrangements are required for the work for remote and rural custormers. Ford Austrafia has not
needed to adopt special arrangements for previous product safety recalls due to the broad
geographic spread of its dealer network. However, Ford Australia is prepared to do so as needed
on a case-by-case basis for any recall of the Affected Goods.

D.4 Practical and logistical barriers to implementing the recall

72. See seciion D.2, above. In addition, even if validated replacement parts were immediately
available, Ford Australia considers that, depending on the rate of consumer uptake of the recalf,
there may not be sufficient appropriately qualified personnel to undertake the part replacement
work within the timeline proposed in Schedule 1 {o the Proposed Recall Notice.

D.5 Salvaged goods and second-hand supply markets

73. As noted above, Ford Australia no longer manufactures or supplies vehicles that include the
Affected Goods. Accordingly, Ford Australia does not expect that the implementation of a recall of
the Affecled Goods would have any impact on the supply of new vehicles by Ford Australia.
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74. Ford Australia does not have traceability of the total number of Ford vehicles containing Affecied
Goods that are currently heid in the second-hand supply market. However, Ford Australia
considers that, given that the vast majority of affected Ford vehicies were manufactured before
2011, there is not likely to be any significant impact on the second-hand supply market arising
from the recall.

75. Ford Australia does not authorise the salvage and resale on the second-hand market of airbags
used in its vehicles. Ford Australia considers that, as a critical safety component that is
susceptible to damage depending on the condition of the vehicle and how it has been stored,
airbags should not be salvaged and resold on the second-hand market. Accordingly, Ford
Australia considers that it is not appropriate to provide financial incentives for salvagers to return
those goods. Further, many of the vehicles in salvage yards may have been involved in an
accident during which the airbag may have deplayed. This is an additional reason why airbags
should not be salvaged and rescld on the second-hand market. Ford Australia submits that a stop
sale or appropriate ban under the Australian Consumer Law should be issued for salvaged
alrhags and that they should be safely destroyed.

Yours sincerely

A pld /ﬂ‘-ﬁ-%

Michael Sullivan
Acting General Counsel and Company Secretary
Ford Motor Company of Australia Limited
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