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July 10, 2007

Kathleen C. DeMeter, Director
Office of Defects Investigation
Enforcement )
U.S. Dept. of Transportation - NHTSA -
1200 New Jersey Avenue SE .
Washington, DC 20590

Re:  Foreign Tire Sales, Inc.
Recall No. 07T-003

Dear Ms. DeMeter:

[ write this letter on behalf of Mr. Richard Kuskin and Foreign Tire Sales, Inc.
Please accept this letter in response to yours dated July 6™

We had anticipated beginning the recall on July 16, 2007, as it is Foreign Tire
Sales’ desire to timely and expeditiously remove all of the defective tires that FTS had
sold, from the road. Given the issues and questions you raise, we do not believe that we
will meet that very ambitious date and would like to discuss these issues with you in
more detail as we finalize our action plan and the specifics for which you requested.
Moreover, HZ had written to our Chinese attorney advising that they will cooperate with
NHTSA. Given the fact that NHTSA has given HZ to July 31, 2007, we urge that the
recall commence after HZ provides said information.

Given the nature of this recall and the unique circumstances surrounding the lack
of cooperation of the manufacturer — Hangzhou Zhongce — and the additional importers
of these same tires, we hope you will continue to assist and guide Foreign Tire Sales in
our efforts to educate the public.

We are somewhat confused by some of the questions raised by your letter as we
believe that we had addressed them in the Supplemental and Amended Safety Defect
Information Report dated July 2, 2007. We will attempt to clarify any issue that was
unclear and respond to the concerns noted in your recent letter.

The first issue you have raised was directly addressed in FTS’ July 2, 2007 report.
FTS indicated that it will require a consumer who believes that he/she has affected tires
to fill out a questionnaire. This is absolutely essential since FTS did not import all of the
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tires which contain the safety problem identified. Also, given the variation in size, model
and DOT code possible, it is imperative that FTS confirm each consumer’s eligibility to
obtain replacement tires. We attach a Process Flow Chart outlining the steps FTS
proposes in terms of the recall.

Once the consumer’s eligibility is confirmed (which included assuring that the tire
was imported by FTS and not by another company as NHTSA is well aware has
occurred), the consumer will be directed to an authorized outlet for the replacement. Not
every tire shop or local garage can be considered an authorized outlet. We plan to have
FTS customers provide the names of their customers that sell retail tires, available for this
purpose. FTS also plans to provide consumers with the telephone number of the closest
wholesale outlet (i.e. FTS’ customer) so that the consumer will be directed to a
convenient authorized outlet for replacement of the affected tire(s).

Since FTS does not stock tires nor has it been able to secure an inventory of tires
to replace the affected tires, FTS will reimburse the replacing outlet for the tire it uses
from the latter’s stock to replace the recalled tire. FTS will reimburse to dealer as

follows:

Size Models Max. Reimbursed Price( including all labor))
LT235/75R-15 CR861, CR857 $90.00
LT225/75R-16 CR861 $90.00
LT235/85R-16 CR860, CR861, CR857 $105.00
LT245/75R-16 CR860, CR861, CR857 $105.00
LT265/75R-16 CR860, CR861, CR857 $120.00
LT31X10.5R-15 CR857, CR861 . $125.00

FTS objects to being automatically required to pay for balancing. Many
consumers do not pay to have their tires balanced. If FTS is required to automatically
pay for balancing, many consumers will be unjustly enriched. If the recalled tire had
been previously balanced, FTS will pay to balance the substitute tire.

With regard to pre-notification remedies, once it is determined that the replaced
tire(s) was in fact a recalled tire, and it was serviceable at the time of replacement, FTS
will reimburse the consumer directly upon submission of proof that the replaced tire was
subject to the recall and proof of the replacement and cost thereof. The replacement
would have to have taken place no earlier than June 11, 2007 and no later than the date
that the actual recall begins. For any consumer that had replaced a tire subject to this
recall at their own expense which has not been the subject of an adjustment, the earliest
date that FTS will reimburse that customer will be May 15, 2007. FTS shall not
reimburse a consumer for pre-notification remedies if the replaced tire was abused,
misused, was unserviceable for reasons un-related to the recall, or in the absence of
adequate documentation.
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Consumers seeking pre-notification remedies may mail their request and
appropriate documentation to:
Foreign Tire Sales, Inc.
2204 Morris Avenue
Union, New Jersey 07083
Attn: HZ LRT Recall Administrator

With regard to your second point, FTS does not expect delays once the recall
begins since the tires to be used to replace the affected tires will come out of dealer stock.
In the unlikely chance that a given dealer does not have a replacement tire of similar
value as set forth above, the consumer may contact the distributor in that area to find
another dealer or wait for the first dealer to obtain the stock. This should be a minimal
and sporadic situation at most.

With regard to point number three, FTS will notify point of sale retailers in the
same manner that it notifies consumers, i.e. through publication and video new release.
NHTSA can not possibly require FTS to notify every local tire sales outlet or local gas
station. On our July 2, 2007 report, we attached the wholesale customers to which FTS
sold and distributed these tires. FTS does not deal with retail outlets directly (except for
those wholesalers who as stated above sell at retail as well) and would have no way of
reaching these outlets as you seem to suggest. As noted above, it is anticipated that the
vast majority of replacements will be made by retail outlets that have some relationship
with one of FTS customers. In the event that a consumer needs to have his/her tires
replaced at an unauthorized outlet, full instructions will be made available on FTS’
website. Hence, the owners of such facilities will be notified about the recall in the exact
same way that the consumers are notified of it. In the rare occasion that a consumer can
not obtain recall service as set forth above, FTS will deal on a case by case basis with
such situations.

With regard to your fourth point, we have revised our notice publishing plan. We
may publish in the following periodicals which are in the areas of the highest
concentration of sales by FTS:

- Arizona Republic

- Sacramento Bee

- LA Times

- SF Chronicle

- Denver Post

- Miami Herald

- Orlando Sun-Sentinel

- Minneapolis Star Tribune

- Sprinfield News-Leader (MO)
- Kansas City Star

- El Nuevo Dia (Puerto Rico)
- Houston Chronicle

- Dallas Morning News

- Fort Worth Star Telegram
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Fifth, as we have done up to now, we will provide NHTSA with copies of all copy
for print advertisements, draft notification letters, the call center script and the like. We
will also provide a script for the video news release. We will request that NHTSA
evaluate that expeditiously as we are making plans for taping. Once the release is taped,
FTS plans on broadcasting it. The costs of redoing the VNR are prohibitive and FTS
believes that editing it a second time will reduce the amount of money available to
replace tires per the recall.

Sixth: We have made the change to the sample dealer letter per your instruction.
See attached.

We anticipate that once the recall begins, all of the mailed notifications will take
place at one time and be completed on the initiation date of the recall. Given the
extremely wide press attention to this issue, we believe that prolonged publication is not
warranted. Hence, we anticipate that the published notification will be completed within
seven days of the initiation of the recall.

Kindly advise of the status of NHTSA’s efforts to bring the other importers into
this recall.

Lastly, we anticipate that the recall will last for a period of 75 days from
initiation. The regulations provide that consumers that receive direct mailing have 60
days to seek recall service. Given that there were relatively few product registrations, it
seems fair that the terminus date not be much longer than that.

Please feel free to contact the undersigned with any additional questions or
concerns.

Thank you for your consideration.

Very truly youss,
Norris Mckaughlin & Marcus

Lawrence N. Lavigne ..




Option 1. SRCL handles
steps 1, 2, 3.
FTS:handles 4,5,6,7,8

Option 2: SRCL handles
steps: 1,2,3,6,7,8.
FTS does steps 4, 5

|

FTS Process Flow

/ Inbound Call to \
\ SRCL J

T\
¥ Step 1

IVR will determine potentially affected or
not affected callers using the foflowing gate
checks:

1. Manufacturer: Westlake, Compass, YKS
2. Tire Size: Must startw/ LT

4. DOT # Must begin w/ 7D
5. Look at last 4 digits of DOT must fall
with in 2702 to 2706.
6. Size: Must be T2, T3, T4, T5, T6 and T8.

Potentially Affected -

b [sw )

3. Model # CRB857, CR860 & CRge1 | NotAffecte

—

IVR then plays message and captures the caller's information.

Sample message: "You may have tires that are potentially affected
by this recall. You will be asked to leave your name and address. A
kit will be sent to you describing the documentation that you will need
to provide in order to qualify for reimbursement. Please be aware that
not all tires bearing FTS markings are part of this recall. Many tires
with FTS markings were sold without the permission of FTS through
other importers and/or suppliers. FTS will only reimburse for tires that
FTS sold. FTS reserves the right to make that determination based

upon the documentation provided.”

Records will then be transcribed by SCRL.

I

SRCL wili mail Return kit to caller with the following
information included or they can download this information
from the FTS website:

1. Static letter w/ general recall information.

2. Form which they must complete that contains the
following data points:

Manufacturer, Tire Size, Model, DOT #, Size.

3. Instructions regarding proof of purchase (date, location,
cost)

4. Address to mail kit to: an FTS Address

—— —_

|
v

Consumer
returns kit

IVR to play a message
that indicates they are not
affected by this recall and
end call.

S
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| Consumer ;
| Returns kit |

f_—Step 4 W!

FTS examines documentation and determine which
consumers qualify.and which consumers do' rig
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! SRCL sends remedy packet to the affected consumers.
Packet includes:
Authorization Form for their replacement with instructions to
the retailer
List of approved 200 Retailers/Distributors that the
consumer must contact in order to receive directions to
qualified repair facilities (will include Contact information)
(SRCL will not be responsible for directing consumers to
qualified dealers)

Rebate form for the Retailer which includes a consumer 1D
that ties back to that consumer in SRCL system
Packaging material to return portion of the tire (TBD)

[ Prepaid return label (TBD)

T sten 7 )
|
L v Eﬁ Step 7 |
Consumer takes the authorization and rebate form to the
dealer/retailer/authorized replacement center.
Retailer completes the rebate form, cut out specified portion
of the tire and provide certification of disposal. They return
to SRCL w/ pre-paid label if provided in step above.

A

Step 8

SRCL agent verifies paperwork from authorized
replacement center. If criteria is met, SRCL cuts check for
amount as defined by FTS guidelines. J

! _ — — J

_




Option 1: SRCL handles
steps 1, 2, 3.
FTS: handles 4,5,6,7, 8

Option 2: SRCL handles
steps: 1,2,3,6,7,8.
FTS does steps 4, 5

FTS Process Flow

7/ Inbound Call to
\ SRCL J

¥ Step 1

VR will determine potentially affected or
not affected callers using the following gate
checks:

1. Manufacturer: Westlake, Compass, YKS
2. Tire Size: Must startw/ LT

4. DOT # Must begin w/ 7D
5. Look at last 4 digits of DOT must fall
with in 2702 to 27086.
6. Size: Must be T2, T3, T4, T5, T6 and T8.

Potentially Affected

Step 2

IVR then plays message and captures the caller’s information.

Sample message: "You may have tires that are potentially affected
by this recall. You will be asked to leave your name and address. A
kit will be sent to you describing the documentation that you will need
to provide in order to qualify for reimbursement. Please be aware that
not all tires hearing FTS markings are part of this recall. Many tires
with FTS markings were sold without the permission of FTS through
other importers and/or suppliers. FTS will only reimburse for tires that
FTS sold. FTS reserves the right to make that determination based
upon the documentation provided.”

Records will then be transcribed by SCRL.

3. Model #: CR857, CR860 & CRagy |~ Not Affected—»

IVR to play a message
that indicates they are not
affected by this recall and

end call.

\ Step 3

SRCL will mail Return kit to caller with the following
information included or they can download this information
from the FTS website:

1. Static letter w/ general recall information.

2. Form which they must complete that contains the
following data points:

Manufacturer, Tire Size, Model, DOT #, Size.

3. Instructions regarding proof of purchase (date, location,
cost)

4. Address to mail kit to: an FTS Address

Cansumer

returns kit
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| Consumer !
Returns kit

Step 4

Step 6
\ p

SRCL sends remedy packet to the affected consumers.

Packet includes:
Authorization Form for their replacement with instructions to
the retailer
List of approved 200 Retailers/Distributors that the

consumer must contact in order to receive directions to

qualified repair facilities (will include Contact information)

(SRCL will not be responsible for directing consumers to
qualified dealers)

Rebate form for the Retailer which includes a consumer 1D
that ties back to that consumer in SRCL system
Packaging material to return portion of the tire (TBD)
Prepaid return label (TBD)

Step 7

Consumer takes the authorization and rebate form to the
dealer/retailer/authorized replacement center.
Retailer completes the rebate form, cut out specified portion
of the tire and provide certification of dispasal. They return
to SRCL w/ pre-paid label if provided in step above.

Step 8
Y

SRCL agent verifies paperwork from authorized
reptacement center. if criteria is met, SRCL cuts check for
amount as defined by FTS guidelines.




