A Memorandum

U.S. Depariment
of Transporiation

National Highway
Traffic Safety
Afdminlatration

Eabject: EAD5-002 — Material for Public Access Date: June 14, 2005

From: m%
To: Pubtic file, EAOS-002

On February 2, 2005, ODI upgreded PEM-057 to EADS-002 to firther examine allegntions of iansmission
peoblems with the MY 1999 and 2000 Vietory V92-serien motorcyeles produced by Polaria industriss, Inc.
Specifically, ODI was {aad is) concerned about alleged spontaneous transmission downshifting (typically from 3™
the 2 pear) while the motorcycle is underway. At the time we upgraded the investigation, we were mware of 38
allegations related to this phenomenon

DnFebmnryB,ZMSwsmnm:thyﬂn owner of A MY 1999 V92C motorcycte afleging that his iransmigsion
apontansousty downshifted from 3™ o 2 frequently and that it wna awaiting repair at a Richmomnd, Y A-arca
Victoty dealer. On Feb 24, 2003 we inspected the motorcyele and its transmission components. 'We were
accompanied by two Polaris engineers and gave them coples of the 38 owner reports cited when we opencd this EA.
Ag is customary, unlkees otherwise suthorizad to releass the information by the complainant, atl parsonal jdentifiars
were redacted. At the time, Polaris vohmisared ty provide sn zasessment of each of the 33 compleints. On May 27,
2005 we raceived the attached lettor documenting that aaseszment.
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May 27, 2005
YIAE- & X -, =
Robert Young ?:_ )
Office of Deficts Investigation -
National Highway Traffic Safety Administration ]
Department of Tramsportation s
400 Seventh Street, S.W, -
Room 5326 ;
Washington, D.C. 20590-0001 ‘
Re:  NHTSA Case No. EA 05-002
Dear Mr. Young:

On behalf of Polaria Industriez Inc. (“Polaris™), I am submirting this letter to provide
Polaris’ commentz and observations regarding the 38 reports thet NHTSA cited in the ODI
Resume ennouncing the initiation of Engineering Assessment EA 05-002. Polaris understande
that thess 38 reports were sent directly 1o NHTSA and, thexefore, Polaris did not have access to
these reporta prior to NHITSA providing copies of these reports on February 24, 2005.

* * w &

Polariz has completed an initial review of the 38 reparts provided by NHTSA. For each
report, Polaris ettempted to identify the particular vehicle invelved in the report mnd to match
Polaris' warmanty and service records to the issue identified in the repoxt. If Polans could
identify the vehicle, Poiaris attempted to contact the Victory dealer that initially sold the vehicle
to obtain eny additional relevant information relating to the vehicle and the alleged defect
resulting in spontanecus downshift ar lockup (“Problem™).

Attachment A provides the results of Polaris® initial review. Polarie was able to identify
28 vehicles out of the 38 NHTSA reporia, Ten vehicles could not be identified because either the
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VIN was missing on the NHTSA report, or if the VIN was listed, it wag not a Polaris VIN, OfF
the 28 vehicles Polaris could investigate, the break-down is ns follows:

s For three vehicles, Polaris has had no interaction of any kind with the
consumerd or their dealers, ie, there were no wamanty claims, dealer
technical calls, or direct customer contacts.

s For 23 vehicles, Polaris has had some interaction with these customers. This
interaction has been in the form of wamanty claims, dealer technical calls,
andfor custorner calls or correspondence to Polaria.  For these 23 vehicles,
neither the dealers nor the consumers indicated that they had a problem with a
tranamission exhibiting issues concerning “unintentional downshifting” or
“locking up.” For 14 of the 23 vehicles, Polaris contacted the consumer’s
servicing dealer (we could not identify the servicing dealer for nine of the
vehicles), In none of these cases have the consumers ever indicated to their
dealers that they had issues concerning “umintentional downshifting” and/or
“engine locking up.”

¢ In two of the cases customers did complain of either *“unintentional
downshifting™ or “engine locking up.” These records have previously been
submitied to NHTSA as pant of our original submission,

Based on Polaris’ investigation, it appears that most owners did not contact gither Polaris
or a Polaris deeler and, if they did make contact, none of them complained about the Problem at
the time. As a regult, it was imposgible to evaluate the vehicle’s condition and determine whether
the Problem existed. There are several reasons that might explain the lack of comrelation between
Polaris’ records and the reports received by NHTSA. First, as vehicles age, some owners
attetnpt to service their vehicles at entitiea other than their local enthorized dealer. Almost atl of
these vehicles were beyond the warranty period and many were wall beyond the wamanty period.
If their respective owners sought service from entities that are not authorized dealers or zerviced
the vehicles themselves, Polariz would have no records relating to those service efforts. Second,
in many instances, Polaris’s warranty and service records indicate that the cwners sought service
for other issues unrelated to the tranxmission. None of thosc owners identified the Problem at
the time even though they were complaining sbout other issues. It is impossible for Polaris to
evaluate if the Problem exists if the customer docs not identify it to Polaris or a Polaris dealer.
Third, an interesting and potentially informative factor was identified when the NHTSA reports
were viewed chmonologically. Of the 38 reports, relatively few were submitted in prior years.
Thus, there were g limited number of incidents that occuttred in 1999 (1), 2000 (1), and 2001 (2).
Most of the NHTSA reports were submitied in 2004 (27), even though the reporis described
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incidents that occurred much earlier. All but three of the reports aubmitted in 2004 were
submitied after NHTSA's August 3, 2004 anpnouncement that 2 Preliminary Evaluation bad been
opened. The vast majority (23 of the 27) were submitted between September 24, 2004 and
November 15, 2004, an 8week period beginning shortly after the announcement of the
Preliminary Evahliation. The timing of this spike in reports to NHTSA docs not appear
coincidental because it is highly unlikely that the reports would be concentrated in such a short
period -- 60 percent of the reports from & five-year period are concentrated in an 8-week span
after the NHTSA announcement Further, we have been informed that during this 8-week
periexl, there was a significant amount of activity in intemnet motorcycle chat rooms encouraging
Victory owners to complain 1o NHTSA because thizs might be a chance to get a new
transmission.

The largs number of recent reports of incidents to NHTSA is unexpected. Polans takes
them seriously and continues to monitor complaints coming in about the Problem. As we
indicated befors, Polaris’ warranty and service records had been indicating a generally
downward trend in transmission-related issues with very few identifying the Problem.

£ % % %

With respect to their tachnical content, the 38 NHTSA reports provide only limited new
information that might help identify a specific transmisdion issue beyond general custorner
unhappiness with the trensmission's durability. The reports are consistent with gradual weer of
the transmission components. [t is important to note that the reports were generally for vehicles
long past their vehicle warranty period. Polaris has reviewed the reports and still concludes that
the issues related to the Victory transmissions are durability-based issues and not the result of &
design defect in the transmission. The Problem being alleged resulis from gradual wear of
transmission componemnts, with cues being provided to the operator, not the unexpected and
gudden failure of the transmisgion without waming. Since this failure mode is progressive over
an extended period of time, the operator has arnple time to setvice the vehicle,

All motorcycles on oceagion migs a shift or have the gears “ratchet” during a shift.
However, the increased frequency of such events would alert the opecator that the motorcycle
should be examined, diagnosed, and serviced by a qualified mechanic. If the shifting
performence of the tansmisgion ia deprading, the transmission is providing both audible and
tactile gignalg to the operator. For example, an operator would generally hear imegular sounds
from the drivetrain. In addition, an operator may feel the transmission grind or “chatter” throngh
the shift lever. These are waming zignals to operators alerting thern to have their motercycles
serviced before significant transmission damage results. These waming signals also occur long
before thege conditions would result in the Problem.
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All motor vehicles will eventoally fail due to durability issues if the vehicles are used
long encugh. Regular maintenance, proper opemtion, and servicing will extend the usefil life of
any wvehicle. Wear of transmission components, as discussed above, will occur on all
motorcycles if they are ridden long enough. Improper shifting technigues and aggressive
aperating practices will sccelerate the wear of tramsmission components. When Polariz
customers have had transmission issues during the wamanty period, Polaris has serviced the
vehicles to ensure that their transmissions functionsd as mtended. In cases where the
transmission issue arose after the warmanty periad had expired, Polaris many times has paid for
parts and labor to service the veohicle in order to maintain the customer’s goodwill. Cuxtomer
satisfaction is vital for any new hrand sach as Victory as it enters a market to compete with
established brands.

One issuc that has been raized is the asserted reluctance of Victory dealers to offer
waranty repairs of the fransmission without fitst ¢xamining the vehicle and determining if the
transmission issue iz a warrantable defect or the result of zome condition ouside of the
menufacturec’s control, for example, misuse, neglect, or improper servicing. Polaris does not
offer an open-ended warranty that is unlimited in duration or scope, Nor does Palaris caver
every single condition thet could ocenr on the vehicle. Before Polaris will authorize repair of a
vehicle that is within or past the wextanty period, the dealer first must examine the vehicie and
determine the likely cause of the condition. 1t is unreasonable to expect Polaris to underwrite the
costa of tearing down tranmmissions for vehicles that are well past their warmanty if no problem is
noticeable, or if the cemse of the condition has not been determined or vecdfied by dealer
ingpection. Nonetheless, as noted ebove, even when a vehicle is past m‘warmntyperiod, Polaris
haz chosen to underwrite the costs of replacement paris (and oceasionally labor} in particular
circumstances as an accommodation to the Victory motorcycle owner. This is a strategic
business decision prompted by the goal to maintain and generate geoodwill for a new brand
entering the motorcycis market,

& & B3 &

Ancther issue that NHTSA has raised is the alleged similarity between the reported
Victoty motoreycle tiensimigsion issuc and a transmisgion defect that resulted in the recall of
certain model year 20(H through 2003 Yamaha motorcycles, namely, the XV, Road Star, and
Midnight Star models. These models were recalled to replace a defective second/thicd pinion
gear as part of recatl campaign 03V309000.

Based on Polaris' review of the public information it has been able to obtain conceming
this Yamaha recall, there are several significant differences between the two situations,
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. First, the components (second/third pinion gear) in the Yamasha
transmission were reparted to have been “incorrectly machined,” In the
Victory transmission, there are no manufacturing defecis thet result in
faulty companents,

. Second, the “incomrectly machined™ transmisgion components in the
Yamaha transmission could result in abnormal wear and a broken circlip,
In the Victory transmission, there are no specific known manufacturing
defects that Polaris is aware of that could result in “abnoemal weat™
canging broken components.

. Third, the Yameha defect could result in sudden lockup of the
transmission with no advance warning. In the Victory transmission, the
worn companents exhibit audible and tactile signals that the transmission
requires servicing. Only if these signals are ignored for an extended
period of time can the wear continue to the point of causing the Problem,

In sum, the Yamaha recall involved an assignable cause resulting from a demonstrable
manufacturing defect, which could result in a sudden lockup condition. In contrast, there has
been no identifiable defect in the Victory transmission assembly. Customer reports have focused
on complaimts of gradual wear, overgll noise and rough shift charecteristics. While Polaris
desires to ensure that all of our customers are satisfied with their Victory motorcycles, the fact
that some customers have experienced transmission wear greater than they expected does not
support the conclusion that the tranemission containg a “defect.” Nor should Polaris' efforts to
address customer satisfaction issues through warranty and service adjustments and upgrades to
later mode] year vehicles be construed as evidence that carlicr model year Victory motorgycles
contained & tranamission “defect.” In any mass-produced product there will inevitably be a
distribution of product and component lifetimes, and a few individual units or compenents will
experience ahorter lifetimes than the average. Moreover, Polaris has undertaken extra efforts to
maimtain customer satixfaction, which is vitel for any new brand such as Victory as it enters a
markeat to compete with established brands.

Polaris contimuzs to believe that the transmission desigh does not have a safety defect.
Thie conclusion results from the progressive nature of the tranzmission condition, if, in fact, it
oCCuts in a particular vehicle. Ameng the thousands of Victory metorcycles manufactured,
including the many units which have had their transmissions serviced, Polaris was able to find
only very few where an incident/accident was reported to have occurred as a result of the
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Problem and most, upon inspection, showed no evidence of the Problem. See Attachment F to
Polariz® September 30, 2004 submittal. Please let me konow if we can provide you any additional
information.

If you have any further questions about this matter, please do not hesitate to contact me.
Yery truly yours,
Graata Y. Nakayama

Attachrment
e Otto Matheke, Office of the Chief Counsel, NHTSA
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