
fl-ln CoNftKK^ ) HOUSE OF REPRESENTATIVES \ REPORT
':• 1 y" ;̂̂  r 1 No. 93-1107

CONSI'MER PRODl'CT WARRANTIES AND FEDERAL
TRADE CO.MMiS.S10N LMPROVEMENTS ACT

Jryn 33, 1974.—ConiniUt<il (<i (Itc Cfiminlttee of the Wholp House on the
• • - • "Slate of tlie rnlon and ordered to be printed

-—- -__- ^J. ST.\nGi-:ns, from the Committee on Interstate aw} Foreign
.LL-...^—— --' Commerce, submitted the following .. ",..'

- : - - . REPORT
' • -. together with

SEPARATE AND IXDIVIDFAL VIEWS

• -. [To nccoiiipnur II.R. 7917]

The Committee on Tnter?t;itc ;ni(l Foreign Cuminerce. to v.'lioin wns
..--.- p-ffcrrrd the I t i l l (II.R. 7D17) to provide inini inum flisclopiirestaiidiinis

, " - •for written foiisiiiiier proilnct warranties .-mainst defect or in;iH'iin<'-
- • * lion; to (h'line i i i inii i i i im Feileral content st;iii(l;ir(1s for bin'li \var-

rHiities; to nmend the Fcilmi] TriidR Coiinnis.sion Act in order to
improve its <-onsnm<'r protection nativi t ies; nnd for other purposes.
li;iv'ni^ <'on?ii1ere(l tlie same. report favorably thereon witli amend-

; ' meius and recommend tliat tlie bill as amended do pass.
The itiiiendnients are as follows (paire and line numbers refer to

; papc and line numbers of tlie reported l i i l l ) :
(1) Pai;e 1, strike out lines ;i tlirouy:h 5, and insert in lieu thereof

tlie following: • ' . . , •
• ' Tliilt tins -Vet mny he cited as .the "Consumer Product.
'- .'Warrant ies-.Federal Trade CoininiF^ion Improvements Act".
' , (2) P;i^;e':>. strike out line 3 and'all that follows down through

line '.(on pilu-e G. and insert'in lieu-thereof t l ie following:

TITLE I—CONSl'.MER PRODl'CT WARRANTIES

-;:-»,',. -^*<
^

/ . .. ::• ;. • '. , , - . pm-'l.ivrnoxs

Ax'. 101. For tlic purposes of tilis title:
• ' • (3) The. term "consumer product" menus siny tangible

personal property which is dis t r ibuted ' in .commerce, and
;' • which is normally used for persunal, family, or Itous-e-
09-0rt6



hold purposes (including tiny such property intended to
he attached to or installed in any real property without
regard to whether it. is so attached or installed).

(2) The term "Commission" means the Federal Trade
Commission.

(3) The term "consumer" means tlie first buyer at re-
tail of any consumer product, any person to whom such
product is transferred during the duration of a warranty
(or service contract) applicable to the product, and any
other person wlio is entitled by the terms of such war-
ranty (or contract.) or under applicable State lavr to en-
force against the warrantor (or service contractor) the
obligations of tlie warranty (or contract).
- (4) The. term "reasonable and necessaly maintenance"
consists of those operations (A.) which the consumer rea-
sonably can be expected to perform or have performed
and (B) which are necessary to keep any consumer prod-
uct performing its intended function.and operating in the
manner (if any) specified in the warranty. - -

(5) The term "remedy" means whichever the following
actions the warrantor elects:

(A) repair, -
(B) replacement, or
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(C) refund;
except tliat, the. warrantor may not elect refund unless (i)
the warrantor is unable to provide replacement and repair
is not. commercially practicable or cannot be timely made.
or (ii) the consumer is willing to accept such refund.

(6) The, term "replacement" means furnishing a now
consumer product wliich is identical or reasonably equiva-
lent to the warranted product. - - .

(7) The term ''refund" means refunding the actual
purchase price (less depreciation based on actual use).

(8) The term "supplier" means any person engaged
in tlie. business of making a consumer product directly or
indirectly available to consumers.

(9) Tlie term "warrantor" means any supplier who
gives or offers to give a 'warranty.

(10) The term warranty" means—
(A) (i) any written affirmation of fact or written

promise made. at the time of sale by a supplier to a
purchaser which relates to the nature of the mate-
rial or worinnanship and affirms-or promises that
such material or workmanship is defect free or will
meet a specified level of performance over a specified
period of time, or

(ii) any undertaking in writing in connection
with the sale of a consumer product to refund, re-
pair, replace, or take other remedial action with
respect to such product in tlie event that such prod-
uct fails to meet tlie specifications set forth in the



which written affirmation, promise; or undertaking be-
comes part of the basis of the b;irg«i"1 between .1 supplier
and the first, buyer at retail of sucli product; or

(B) an implied warranty arising under State
law. .. • .

(H) The term "service contract" means a contract
in writing to perform, over a fixed period of time or for
a specified duration, services relating fc-J the maintenance
or repair of a consumer product.

(12) The term "distributed in commerce'' means sold
in commerce, introduced or delivered for introduction
into commerce, or held for sale or dist ribution after intro-
duction into commerce. • •

(13) Tlie term "commerce" means trade, traffic, com-
merce, or transportation— - " . '•

- — (A) between a place in a State and any place
; :" outside thereof, or • 1 •' "
: " . (B) which .ifiocts trade. traffic, commerce, or

^" • " • — transportation described in subparagraph (A).
- . (11) The term "State" means a Stare, Hie District

: '"' of Columbia, the Commonwealth of Puerto Eico, the
" :"- - Virgin Islands, Guam. the Canal- Zone, or American

" '''.'.' Samoa. The term "State law'' includes a law of the
United States applicable only to the District of Columbia
or only to a territory or possession of the United States;
and the term "Federal law'' excludes an}' State law.

(3) Page 9, strike out line 21 and all flint follows down through
line 6, on page 13, and insert in lieu thereof the following:.

''- . -wAnnAXTY rr.ovisipys • -

SEC. 102. (a) In order to improve the adequacy of informa-
- tion av;ulable to consumers, prevent deception, and improve

-• compel ition in tlic marketing of consumer products, any
supplier warranting a consumer product to a. consumer in
writing sliall fully and conspicuously disclose in simple and
readily understood language tlie terms and conditions of such
warranty pursuant to any rules issued by the Commission.
Such rules may require inclusion in tlie written warranty
of any of (he following items among others:

(1) The clear identification of tlie names and addresses
of the warrantors.

(2) TI)B identity of the party or parties to whom the
warranty is extended.
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"- .... '(6) Exceptions and exclusions from tlic terms of tho
• . warranty.

(7) The step-by-step procedure witich the consumer
should hike in order to obtain performance of ;iny obliga-
tion under the warranty, including the identification of
any class of persons nut.horized to perform the obligu-
lionssct forth ill ( l ie warranty.

(8) Jn formation respecting (lie availability of any in-
formal dispute Ectllanent procedure oHcred by tl>e \var-

;•' r;>iitor and 11 recital, where the procedure so provides,
tl);it. tlib purchaser must resort to such procedure before
pin-suing any le^al remedies in the courts.

(9) A brief, general description of tlie legal remedies
available to tlic consumer.

(10) Tho time at which tlic warrantor will perform
his obligations.

(11).The period of time within which, after notice-
• of a defect, malfunction, or failure to conform with-the-

wniTiinty, the warrantor will perform any obligations
"• under tlie warranty. _ - . - - -

(12) The characteristics or properties of tlic products,
or parts thereof, thnt arc not covered by tlie warranty.

(13) The dements of the wn rrantv in words or ph rases
which would not mislead a reasonable, average consumer
us to tlie nature or scope of tlie warranty.

(b) (1) (A) The Commission shall prescribe rules requiring
' tlial (lie terms of any warranty on a.consumer product be

m;idc available to the consumer (or prospective consumer)
prior to tlic sale of tlic product to him. -

(B) Tlie Commission may prescribe rules for determin-
ing the manner and form in which information with respect
to any written warranty of a consumer product shall he clearly
and conspicuously presented or displayed so as not to mislead
(lie reasonable, average consumer, when such information is
contained in advertising, labeling, point-of-sale material, or
oilier representations in writing.

(2) Nothing in (his title (other than paragraph (3) of this
subsection) shall be deemed to authorize tlie Commission to
prescribe tlic duration of warrantipa ^iven or to refiiiire that
a consumer product or any of its components be warranted.

(;'») Tlie Commission may prescribe rules for exiendini; the
period of (imc a written w;irr;in<y or service contract is in
eli'eet to correspond witli any period of time in eNeeps of a rea-
sonable period (not less th;in ten days) during which the con-
sumer 5? deprived of the use of siicli consumer product by rea-
son of failure, of (lu> product to conform witli tlie w;irr;inty or
bv reason of tlie f;ii)iirc of (lie w;irr;i)itor (or service contrac-
tor) to carry out such warranty (or sen-ice coiitr;ict) within

• the period specified in tlic w;irr;iti(y (or contract).
(c) Xo wiimiu(or"fin. consumer product may condition Ilis

wsirrsmty of piich product on I lie consumer's usiiis. in con-
nection witli sucli product, ••iiiy article or service (other tlian
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n service provided without charge, under tlic terms of (lie war-.
rantv) which is idrnt i f icd l)y brand, trade, or corpol ate name;
except t l i r i t (lie prohibi t ion of (.Ilis subsection iii;iy be waived
by the Commission if—

(1) the warrantor satipHes the Commission that (IIP
warranted product will fiiiiction properly only if tlic
inwiiict or scrvifc so idpnt i f icd is used hi conin'ction witl i
tlip w;tiT!iii(fd |)rodiK't. and

(2) (l ie Coiiiiuii-sion liinds tlisit tlip, waiver is in the pub-
lic interest.

The Commission slinll publish in the FpdernI leister for
public commcin iill ;i[)])lic;itions for Wilivpr of tlie ])ro]iibition
of (Ilis subsection, sind slinll pulilisli in the Fedcr.il ]?eyistcr
its decision, including tlic reasons therefor.

(d) The Commission m.iy by rule devise detailed sub-
stantive warranty provisions which wamintors may incor-
porsitc by refereiK'c in their warranties.

(e) The provisions of this section apply only to consumer
products actually costing the consumer more tlint $."i.

~ (4) P<ipc 17. strike out line 7 and nil that follows down through
hue lj,onpap'e 1)3; and insert in lieu (hereof the following;

. - • -̂ •, . DESIGXATlOy OF-WARRAKTIES ' ' -

^rc. 103. (a) -\ny supplier wnrranting a consumer product
in writing shall cleiirly and conspicuously desi.^nale sucli war-
ranty in the following" manner, unless exempted from doin;;
so by tlic Commission- pursuant to subsection (c) of this
section:

(1) If tlie written warranty incorporates (lie Federal
minimum standards for warranty set forth in section
10-1 of tin's Act, then it shall be conspicuously desip-n;ited

- a "full (stalcnient of duration)' ' warranty or ^nai-auty.
— (2) If tlic written warranty docs'not incorporate the

• • Federal min imum standards .for warr:inty sot forth in
socfion KM of this Act, tlien it shall be conspicuously
desi^nated a "limited" warranty or guaranty.

(b) Stalcmcnrs or repr('i--eiifationri similar to e.xpri.'ssioiis of
general policy concerning customer satisfaction wliicli arr
not subject to any specific limitations are excluded from sec-
lions W-2, 103, and 10-1: of this Act, but sliall remain subject
lo the provisions of the Fedoral Trade Commission Act and
requirements in section 110(c) of (Ilis Act.

(c) In addition to tlie authority given in section 102 o£
this Act pertaining to disclo-sim', the Commission may pre-
scribe rules to define in detail <he duties set forth in section
10-1 (a) of tins Act and their applicability, to warrantors of
dillerent categories of consumer products -with ''full (state-
ment of duration)" warranties, and to determine wlien a war-
ranty in writing does not have (o be designated either "full
(statement of duration)" or "limited'' in accordance witli
this section. !

r'^^^-: ^"^'.\'~- '.;w ''-/--
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•T'.',»^ ' • . (d) The provisions of this section nnd section 104 apply
only to consumer products actiiully costing (he consumer more
than $10.

-»<•.,,..

(5) Page 19, strike out line in nnd all Hint follows down through
line 0; on page 21, and insert in lieu (hereof the following:

ri:Di;it.\i. ^riNnn'M »;T.\N'i>,\itn,s ron w.Miit.ixTV
SEC. 104. (a) In order for n supplier warranting a con-

suiner product in writing to incorporate (lie Federal minimum
standards for warranty—

(1) such supplier must us a minimum undertake the
remedy, within a reasonable time and without, charge, of
such consumer product in tlie case of a defect, malfunc-
tion, or failure to conform with such written warranty;

(2) no( withstanding section 10S(b). such supplier
may not impose any limitation on tlie duration of ;my .

'; ' implied •warranty on the product; and
- ' • " " • • (3) if the product (or n component p;u'( thereof) con-
.' - tains a defect or malfunction after a reasonable number

of attempts (determined under rules of I lie Commission) .
--.•• by tlie. warrantor to ii-mcdy such defect or malfunction,

such warrantor must permit- the consumer to elect cither
a refund or replacement witliout charge of such product ~
or part (a s t lie cr. se. ir ay be).

(b)( l ) In fulnllin^ the duties under-subsRct ion (a) the
'warrantor shall not impose ;iny duty other than notification"
upon any consumer as a condition of securing remedy of any
consumer product which does not conform to tlie written
warranty unless tlie warrantor can dcmon&trate that sneli a
dntyisreasoii.'ible. . . . . _ - . - . . - - - - - — .

'"*." . (2)' Nolwiihptandins pa rairr;iph (1). a warrantor may re-
. - - -quire, as a condition to replacement of."" or refund for. any

consumer product under siil^ection (a). (Iiat th" replaced con-
sumer in-oduct shall lie made available to tlie supplier frpo and
clear of liens and oilier encumbrances, except as otherwise
provided by rule or order of tlie Commipsion in capes in which
such a requirement would not lie practicable.

'(•"') Tlie duties under subsection (a) extend from tlie war-
rantor to end) person who is a consumer with respect to the
product.

(c) Tlio performance of (lie duties under subsection (a) of
tills section shn11 not lie required of tlie warrantor if lie can
show tlint dmn!i;re (not repnUinpr from defect or m:i1func-
tion) while in tlie possession of the consumer, or unreasonable
use (including f a i l i i i e to provide reasonable nnd necepSiiry
maintenance), ("in'-'ed nnv warranted consumer product to
fail to conform to tl'e written wnrranty.
. (d) For purposes of (hi? section and section 102(c), the
term "without charge" menus (hat (lie wiiiTiintnr cannot
assess (lie consumer for any co:-ts t l ie warrantor or his repre-



sentntives incur in conection with the required remedy of a
wnn'.'ink'd consumer product. The obligation under subsection
(n) ( l ) (A) to remedy without ch;irge docs not ncccys.-irilv
require (lie warrantor to compensate (lie consumer for inci-
dental expenses; however, if any incidental expenses are in-
curred because the remedy is not made within a reasonable
time or because tlic warrantor imposed an unreasonable duty
upon the consumer as a condition of securing remedy,- then
the consumer_ shall be entitled to recover reasonable incidental
expenses which are so incurred in any action against the
warrantor.

(e) If a supplier designates a warranty applicable to a con-
sumer product as a "full (statement of duration)" warranty
then the warranty on such product shall, for the purposes of
any action cinder section 110 (d) or under any State law, be
deemed to incorporate at least the minimum requirements of
this section.

^ (6) Page 2.'!, strike out line in and all that follows down through
line 24, on page 23. and insert in lien thereof tlic followin":

0

- • FTLL AXU LIMITED W.USR.VXTIXG OF A CU.VSFMKR 1'IiODCCT

SEC- 10.1. Nothing in this title shall prohibit the sellin»r of
a consumer product which lias both full ant} limited warmn- -

.-tics if such wnrranties are^lcarlv and coiiq îously din'cren-
ti.itcd.

t7) r;ige 24, strike out line 7 and all that follows down through
line IT. on p;igp "21, and insert in lieu thereof Hie follow-in"' • °&

SERVICE COXTKACTS

Si-:c. 106. Nothing in this title shall be construed to prevent
a. supplier froni entering into a service contract with tlie con-
sumer in addition to or in HPU of a v,-;u-raiitv in writiiii- if
such contract fully and conspicuously discloses in simple ̂ nd
M-ndily understood l;>n;run;.rc -its terms ;ind conditions. The
Commiysiuii may prescribe by rule the m;nmor and form in
winch the terms and conditions of service contracts shall be
clearly and conspicuously disclosed.

(8)Page 2;-), strike out line ", and all Hint follows down through
line 10. on page '2». and insert in lu-u thereof (lu- following: ''

DESlGK-mON- OF RErKK?E\"r.\Tn'ES

SK(\ 107. Nothing in this (i) lo shall br construed to prevent
any warr;intor from dcsigii;itinc representatives to perform
dutu.s under the warranty: Provided, That such wan-suitor
shall make reasonable arraiigi'ments for coiupens;ition of <;uch
design.iU-d repropontatm-s, but no such drsii.;'n;itioi> ^lall re-
heve tlio warrantor of his direct responsibilities to the con-
sumer or mil kc f l ip n'pr("?cnt;it'v(1 a cowiirrniitor.



s
(y\ p;̂ rv •;>:». strike out line 19 and all that follows down through

'.̂ -.'. ,.i line I*,0" I"1?1' '-'(>•;lllll i"-'111'1 i 1 1 ltcll theieofthe following:
-!'.''"-'.?' ' ' ^ .
;j(\"' -1 -''" i.nTrr\Tio'N ON DISC-LAIMI:!! w-- iMi'i.ir.n W.\I;I!.\XTIF^

. •"l;;'- a • " ' . ' . ' ' ' ' • . '
-S''^1-' ' ?r.c. IDS. (;i) No supplier nuiy disclaim or modify any nu-
^ : . plied warranty to ii consumer w i t h respect to ii consumer
. ^ prndiK't or (1 ) surli suiinlicr niiikcs iiny rxprcss warraiity in

•wrifiliirtn tin' ponsiiiii'er wi(l i rpsprct to sudi coiisiiinpr i)ruJ-
rict. or <^1 nf t l ic l i lur ol' sale, or wit l i in jnix'ly dnys tlx're-

„. ' , : nftcr. sufli s>i i i [ ) l i<- r enters into ii pel-vice <-oiitr;>ct witli the
- ' • . , coiipiiiner wlin'li applies to iSiK.-h consumer prodiK't.
:" •'.(Ii) Vw piirpo'-rs o1' t1iis title, implifd wnrrsinties may l>e
> . limit ed. in dnrntion ol' nn exi)rc?s wnrianty of i'c;ison;il)1c
- • • duration', if sucli l i i i i i tsil ioii is conscionsiblo iind is sot fortli in

cip.ir nnd unnii?ti>kal)1c litiiarii.i^e and prominently displayed
•-==5^ •-', --_.--. „ -_. •on the face of t l i f ; warr;ii>ty.
S^^^^^"'?^ " -(c) ^ disclanncr, inodiflciition. or l i i n i t a l ion ninde in vio-
:.-̂ =-=s.̂ .-" .-J- "-"jut ion-of tilii-- scftion sli;ill \w inclTc<-live for purposes of any " "
^̂ .-l':̂ "-1.'"''_"" action •nnder t1iis t i t le or undrr Sl ;ttc law.

r::JfJL^^"l'>a^^' -27, strike out lines 1 tlu'oiigh"-2n nnd iiiscrt in lieu tlit'rcof
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- • Sr.c. 100. Any rule prpsrrihed undt'r t1iis title shall be pre-
scribed in arcord.uice ^i t i i . and 'sliiill be subject to judicial

- review under, section IS of (lie Federal Trade Coinmisbion
Act (as amended by section 20^ of t1iis Act).

(11) Pa^re 28. strike out line 1 down through line 3 on pa^-e Sl,
and insert' tlio following:

I?EM1-:1)11-:S

-" -'"^?i:c. 110."(;i)(l) Congre?.-? hereby declares it to be its
policy to encourage warrnnlors to establish procedures

- - -whereby consumer disputes arc fairly and cxpediliously set- .
tied ihrouiili informal dispute settlement mechanisms.

(2) The Commission shall prescribe niles .-ettini;: forth re-
quirements for any informal dispute settlement procedure
which is incorporated into the terms of a warranty to -which
iiny provision of (li'is title applies. Such rules shall provide
for participal ion in such };;-G,.^\!;;;\- by independent or govern-
mental entities.

(3) One or more suppliers may establish an informal dis-
pute seltlemeni procedure which meets tlie requirements of
tlic Commission's rules nnder paragraph (2). If—

(A) ii supplier establishes a procedure which meets
sncli rerjnirements and lie, incorporates in a warranty a
requirement lliat tlic consumer resort to such procedure
before pursuing any legal remedy under tills section re-
specting such warranty, and

i<« <



£ -

^ ,"

k .

••.•.••'
I "•''.

-.'•S'l

•.SJ ,.
-..AA

'•̂  .<?•>( ' .
"Sf^ ' •^^•

•• • * , (H) <he Commission 1ms not foiiti((, under parairraph
''. (4), ( l is i t sin-li procedure or i t s i i i i | ) l c i in ' i i l i i l io i i fails to

• ; ' comply wi l l i rules under paragraph (2);
, ^ . -(lien (i) the consumer may not commence si civil action (other
', (bun ;i class action) under subsection (d) of tins section

, .-< unless lie i n i t i i i l l y resorts to sncli |)rore(liirc: and ( i i ) a class
of consumers may not proceed in .1 •class action under siib-

. " section (d) except, < o l lie extent the court determines necessary
^ . to establish (lie representative c;ii);u'ity of the named pliiin-

'/" -lid's, unless tlic'. named pla in t ius (ii|)on notifying the defend-
' • -ant that tlicy ;irc named plaintill 's in 0 class notion with rc-
(• cpwt to a wiirriinty ol)li^arion) ini t ia l ly rcpoi-t to such proce-

dure. In nny civil ;x'<ion arising out of si w.irranty obligation
S and ivliitin^; to a iniittcr considered in Rucli a iirocedure. any
' -dpcision in pucli piwfdm'f sliall IM? ndmi^ible in evidence*. In
•. . the rase. of such a cin^s action winch is brought in a district

court of the Vnitcd St sites, tlic representative capacity of tlie
', named plaintin's .shall be established in the application of
; Rule ̂  of the, Federni Tinles of Civil Procedure for the Dis-
' l trici Courts of tlic I'nited States.

"•— -—. — (4) Tlie Commission on its own initiative mny, or upon
";' ' • - • wriden roinnlaint fi 'cd bv iiny inten'stod prrsnn sli;i1l. review

" ^ . , . tho liona ride opera! ion of nny dispute settlement procedure
- -. - resort (o-which isVtiih'd i.'i (lie consnntor pro<luct warranty to

'7,'- _'.~. be, .1 prerequisite to purs'.iinpr a le^al -remedy under this sec-
tion'. J.f tlie Commission f i l i i l s tli.-it such procedri'e or it"- ">i-

-'-r: ;'--"'•" -" pifm'enlatioii fnils to'comply wi)}i the ref|inrpmen(^-of Ae"'
' •'-' " rules under pilrii^rriplf^S). the Commipsion may take. appro-
•- - - • • - priato remedial action under.any authority it may have under

':•'.. th is t i t looranyot lK-.rpioviFionoflaw.-
~";-- ' (b) It sh;ill Ix' ;i vio1;ition of section ;)('a) (1) of the Federal

Trade Commission Act (1:) r.S.C. 4.") (a) (1)) for any person
to fail to comply witl i any requirement imposed on such
per-on by or pursuant to tin's tide or to violate any pro-

^ • • - * - . - - - hihition contained-in this title.- -
— , _ _.. .- ^ (c) (1) Tlie district courts of Tlie United Stntrs phflTI have

- - jurisdiction of 'any action hroii^hf by tlio" Commission to
L'-"'.~- . restrain (A) any supplier from making a deceptive warranty
. ' ^ . witli respect to a consumer product, or (B) any person from

failing to comply with any requirement imposed on such per-
son by or pursuant lo this t i t le or from violatiiiir any pro-

! hihition contained in this title. Vpon proper sliowins; that.
'" - •weighiiiji; tlie equil ir;> and cor.-'ii'n'riii^ rlie Commit-sion's like-

1 ) liliood of u l t i m a t e success, piicli action would be in the public
) "* inlprest and after notice to tlie. defendant, a temporary re-
'• ^ sti-iiiniiii; order or preliminary injunction may I>e granted

williout bond. If a coinplaint under section ."i of tlie Federal
Trade Commission Act is not wi th in such period (not exceed-
ing ten days) as may be specified by tlie court after (lie issu-
ance of tlie temporary rcstrainiii^ order or preliminary
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injunction, the order or injunction shall be dissolved by the
court and be of no further force sinci cll'cct. Any such suit
shdl be brought in tlio district in which such person, partner-
ship, or corporation resides or transacts business. A\ hcnevcr
i(, ;ippe;irs to tlie court that (lie ends of justice require that
oilier persons sliould be parties in the action, (lie court may
cause tliein to In'. siiiinnoiK'd wlictlu'r or not they reside in (he
district in which (lie court JK ]n-ld, and to (hut end process
mny be severed in uny district.

(2) For the purposes of this subsection, the term "decep-
tive warranty" means (A) a warranty (as defined in section
101(10)) which (i) contains an tinirination, promise, descrip-
tion, or representation which is citlier false or fraudulent,
or which, in light of all of the circumstances would mislead a
reasonable individual exercising due cure; or ( i i ) fails to con-
tain information liiat is neccss'ary in light of all of (lie cir-
cumstances, to make the warranty not misleading to a rcason-

- _ nifle individual exercising due c'iirc; or (B) a warranty (as
-̂'.--•l-so. denned) created by tlic use of such terms as "guaranty"

-',' or "warranty", if tlie. terms and conditions of such warranty
--.-• - so limit its scope-and application as-to deceive a reasonable

.- . individual.
(d) (1) Subject lo'subsections (a) (3) and (e), a consumer

-,•_.. -'-who ie damngcd by tlie f'lilure or a-supplier to comply with
-_ ' any obligation under this title, or under a warranty or serv-

ice contract, (as denned in pection 101(10) and (11)), may
bring fcuit—

~ "" - " (A) in any'court of competent, jurisdiction in any
Slate, or tlie. District of Columbia: or

(B) in an appropriate district court, of tlie t"hi(ed
States, subject to paragraph (3) of tin's subsection.

; . -(2) If a consumer finally prevails in any action brought
- '•-under paragraph (1) of tins subsection, hp may be allowed
---• -by tlie court to recover as part of tlie iudgmcnt a sum ci|ii;>1

to tlic aggregate amount of cost and expenses (including
attorneys' fees based on actual time expended) determined

- - by the court to have been reasonably incurred by the plain-
tiff for or in connection willi tlie institution and prosecution
of such action, unless tlie court in its discretion sliall deter-
mine that such an award of attorneys' fees would be inappro-

. priatc.
(3) No claim shall be cognizable in a suit, brought under

paragraph (1) (B) oftLis^L^ctio;-. -
(A) unless eacli individual claim exceeds the sum or

value of $2,'');
(B) unless the matter in controversy exceeds tlic sum

or value of $50,000 (exclusive of interests and costs)
computed on tlic basis of all claims to be determined in
this suit; and

(C) if tlic action is brought as a class action, unless tlic
number of named plaintin's equals or exceeds one
hundred.

^••-^^^^^^^••y^";,'^- -
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(c) Xb notion (other tlinn a class action or an action
respecting a warranty to which subsection (a) (3) applies)
miiv be brought muW subsection (d) for breach of ;iny
warranty or i-cn'icc cuntr;ict. and a cl;iss of consumer? ni.'iv
not proceed in a class action under sucli subsection with

^ . , . respect to such n Im';irh execcpt to (lie extent the court detcr-
,^',-' ' i mines necessary to establish tlie representative capacity of
"""̂ .-...-a t • * tlio naiiicd plalntins, unless tlie person obligated under tlic
'•• '̂' '_ warranty or service contract is atl'ordcd n reasonable oppor-
•^»- ••• »" (unity <o ciirc sucl) breach. In tlic case of such a class action
.','̂ — .- I. . (other than a class action respecting a warranty to which
;^*v' 1 subsection (a) (3) applies) brought under subsection (d)
',_<?r*;" ;'- .- - for breach of any warranty or service contract, such rcason-
'^s^,''! ( / "ble opportunity will be anordcd by tlie named plaintiffs and
4^» , » l ^hcv shall at that. time notify the defendant tliat they are

•'.^k^' ' aclni^ on bclialf of tlic class. Tn tlie case of such a "class
^t'-' - ' action which is brought in a district court of tlio United

.-JL- - • States. Hie reprepciittttivo capacity of the named plaintiffs
:̂ ?:;f-- .̂.-l -^-^_-..;_shoJL be csLiblishcd ill llie-a[)plication-of Eule -23-of the -—-
% —,— _ - '.i-, • ; - - Federal Pules of Civil Procedure' for tlie District .Courts - -
^g^^;^:-"•-"••-_„ of tJie.I'nited Srates.
"---̂ -̂"̂  -'̂ - ." "• - (f) For J)iirposes of tilis section, only the supplier ac- -
;r""̂ r"̂ ~ •'~-i "•-'•_- _' tually" Jnnhi n^ a written affirmation of fsicl, promise, "or
——-'—"--—- _ -luidcrtaL'in^sliall. lie .deemed to .j-wc; .created a warranty
'"'="•''•" "\ ' * J described in spctioii- ]0:.(10) (A),~anJ any rights arising
._==^:~•^-" - - ' . 'thereunder may be enforced under This section only against.
"._——-——'; - - - such siipplier and no'otlmr person.'
~_I..Z1'.'. —'. - - - " (12) Pnge 37, strike out. lines 3 through-14 and insert in lieu thereof

*•_.. ., tlie following:
.' KFFEC'l' OX OTII;:!? LAWS

'- .̂.,- -. - - Six. HI. (a)(l) Xnlliing contained in this title shall be
•:;̂  " •' • - - "constriiod to repeal. in'-aUu:ite. or. supersede tlie Federal

""'" Trade Commission Act (15 U.S.C. 41.£t seq.) or any statute
' defiiied (lierein as an Anritrii^tAct.;_« • ' '

•»- --»^-—^-_-_-- - • • - - n-iicir- <. ummission .-vc.r (in u.s

- • (2) Notliing in tilis title shsill be.coiistriicd (o repeal, in-
-'validale, or supersede (lie Fcdersil Seed Act (7 U.S.C. 1;>;»1-

1C31) and nothing in t i l is title shall apply to seed lor plant-
ing

(b)(l) Xothuig in this title shall inralul.itc or restrict
any right or remedy of any consu'npr under State law.

.,..».,̂ .. ,
- ' -^•**^ri" I

•^T 1 -
•̂̂ ^ •, }' (2) Nothing in tilis title shall afl'cct the liabiil'y of. or im-

pose lisibilky on;-a'>v'̂ "".-",". ff" ̂ ;'.T3"tal injury.
^t* '̂:, ' ( (c)(l) Excej)! a-, provided in subsection (b) and in para-

•^^Sfc'̂ -t - i ' gl•npll(2)of^hissub.>-oc(ion,aS(at( ll•eq^]ircnlellt—
'^-^»' • (^-) wliicli relates to labeling, disclosure, or other inat-
.l?? '̂̂ " i tcrs (i) resi)ecting written warranties or performance
'5^^;^\ ) , tlicre-undcr and ( i i ) witliin tlie scope of an applicable ro-
'" quirement of srctions 102. 10-"». and 104 (and rules im-

plementing such sections), iind
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(B) which is not identical to a requirement of section
102,lU.'5,orini (or ;i rule thereunder),

shall not be applicable (o warranties complying with such
section? (or rules thereunder).

(2) If. upon application of iin appropriate .State agency, .
the Coinini^ion determines (pursuant to rules issued in ac-
cordance with t>ection 109) tlii l t •my requirement of such Stale
cove) in;; any transaction to which this t i t le applies (A) af-
fords protection to conauinera yivater than (IK' requirements
of (his ( i l l<* und ( I I ) •Iocs not unduly burden i i i l c i y l a f e cnni-
iiicrcr. (lien sncl> State r('(|iiircnn'ii( .shnll Iw )>p | ) l i< ' ; i l ) l r (not-
wit l idl i i inl i r^ I l i c provisions of i)iiiii^'rni)Ii (1) ol' l l l i s s>il»'t'c-
lion) to thr fxtciit siH'rified in sncli (It'tt'riiii lint ion for ;is loiii^
ns the Stiitc rontiinics to adininifcfcr and pn force oncct'u'ely
arvsiidi ^rcsitfr n'<iiiireincnt.

(rl) This ti t le (otiier Ihiin section in2fc)) plisill l>p in-
np]^iml)lc to iiny wiliT.intv tho innkin^- or (•oiitrnt of which
is oilicrwisr ^•ovcrned by Fcdcml hiw. If only a portion of
a written warranty is so };ovrnu'(l by Fi-drr.il law, the
mnanihn; portion fc l iaH bf subji-ct to tilis title.

(13) l\u;c 39. strike out lines ."> tlirongli 21, nnd insert in !u'u
rlu-rcof thp following:

EFi-rcTivi; m'r.F. - - - _

F-T.C. 11°. (a) Excrpt. ns provided m sniippction fb) of
lli i? section, tliiri t i t ir sliail takr (.•llrcl six inonflis af t r r tIic.
d.'tp of its cnafdncnr Inif sli:i]I nof apply to coni'nnn'r i>rod-
llt•t!••nlnlluf•;l(•tIll•(>d prior trtsrcli ••Intr. . . .

(b) Tlio.-e iw[ii5ri'!iicrrts in t ins t i t le -wliidi cannot lie rea-
sonably nu't wi thout , the proiiinl^.ition of rules of tlie"
Coniniishion sliall tsikr oncft six nioiitili-- afirr t l ic f ina l publi-
cation of iwh rnlos: fxr('i)t t l in ) f l i p C'oinniis.-ion. for ^ond

'. cause sliown, may providr- ili'si^ralt'd cisiyses of suppln'rs u j )
to ;in additional s'i.\ iiiontlis to lirin;; t i tr ir writU'n warranties
into coin])1iancc wi( l i ruli's pronni1u::i<pd pursuant to tilis t i t le.

(c) Tlif (^oniiiiipriion sliall proiinil^iitr rules for ini t inl ini-
pleii'.cntntlon of tilis title as souii ;>s po'••^••ilJlt• i'.ftrr tlie date

• of ciiactiiii.'nt of (hi.s Ari but in no evrnt later l l ian onr yoar
aflcr the date of cnaclinrnt. of this A<*t.

- (14) l^ipc 41^ strike out liiu* 6 and all f l i n t "follows down through
_15nc. •2^i on pa^c 4G, and insert in lien thoivof tlic following:

.^ HUl.F.MAKiyC. .MTIIoRITr

SKII. 202. (n) TIio Fpdcrni Tradp Coininipsion Act is
amended by redcsl;;iiatin;J; section l.S as section ID, and in-

'. scrtiii^ after section 17 (lie following new section:

"RULESIAKING

"?KC. IS. (a)( l) Tlic Commission shall have the power
to issue (A) procedural, administrative, and advisory rules,
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t The purpose of (l)is legi-'hition i>< (1) to make warranties on consumer
' products more readily understood and enforceable, (2) to provide (IK;
i Fcdcr.il Trade Commis^iun (FTC) with means of better protectini:
1 consumers und (3) to authorize appropriations for the operations of
1 FTC for fiscal years 1975, 197G, and 1977.

; Sc3knr.\i!Y OP LF.GISLATICW AS AanwriED BY THE CosnmrrKE
j . AaiEND^IKNTS

^:. .-: , Title I—Consumer Product Warranties
•-- -^ - . _.Tlus title applies to warranties which are given in connection with
; -" • cou?unnor Jn'odncts. A consumer product i-. defined as any tangible
*"' "" personal projierly distributed m conuncrce and normally used fur
^ _-.' personal, family, or liouseliold purposes. Tlic legislation docs not. re-
— -— ' quire' llial a warranty 1)0 given on any consumer product. In summary
^ - • -" titlc.t.v.'ould provide as follows: . -
' - - (1) It would authorize the li'TC'to prescribe rules providing

- ' -" 'for disclosure of the terms and conditions of written warranties
. .-. -•on consumer producid. These provMons would nppi}- only to

consumer products actually costing the consumer more than
S5.

(2) It would require written warranties given on con-
sumer products (oilier than thos& exempted by the FTC) to

- ' -' be designated as either "lull" or ''limited'' warranties and
__ - ^would ppccifiy the duties of a warrantor 'under a "full''
i '-'"warranty. Thusc provisions would only apply to consumer
^.^I~ . products actually costing moic than $10. I'ndcr a "full"
^~ • - ' written warranty of a consumer product the warrantor would

1 be (a) required' to remedy tlic consumer product within a
reasonable time and without charge in case of a. defect, mal-
function, or failure, to conform wilh such written warranty,

5 (li) prohibited from imposing any limitation on tlio duration
i . oi' any implied warranty on the consumer product, and (c)
1 required to permit the consumer to elect cither a refund or
I replacement of (lie warranted, consumer product if it con-
! linued to 1)& defective or to malfunction after a reasonable
j number of attempts are mado to remedy such detect or

malfunction.
(3) A service contract on a consumer product could be —

given in addition <o or in lieu of a warranty in writing. The.
FTO would be authorized to prescribe by rule the manner
and form in which tlic terms and conditions of service con-
tracts must be clearly and conspicuously disclosed.

y--. i (20)
~v''- :,
's •
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(4) Congressional endorsement is given to the optablish-
nicnt of informal dispute settlement procedures. The FTC
niu'rt prescribe rules applicable to ;iny informal dispute settle-
ment procedure which is incorporated in the terms of ;i war-
ranty on a consumer product. A warrantor may make ini t ial
resort to sucli nn informal dispute 'ii'ttlcmcnt procedure :\
condition prcccdont to obtaining other remedies under t i t le
1 of tlie legislation.

(5) The FTC would enforce the legislation and would bo
empowered to obtain injunctive relief against any person
violating its provisions or issuing deceptive warranties in
writing.

(C) Any person damaged by the failure of a supplier to
comply with any obligation under title I or under a warr;inty
or service contract as defined in such title would be authorizrd

— to bring suit in an appropriate district court of the United_-
—~' States "(subject to certain jurisdiction al hmitntions)-nr in_.-..__

any State court of competent jurisdiction. Before bringing
"-.-•such a. suit the pTaintin" v.-ould-hnrc'to give the w;irr!Mitor

:, _ reasonable opportunity" to cure the breach to which the action
• or proceeding relates._ , ' ~ - - " ' •-'

— - (7) If a consumer prevails in any action described ill piirn--
.- graph (G) (above) the court would-be allowed to award him

- as a part. of his judgment a sum equal to the aggregate amount
of his costs and expenses (including attorney's fees based on
actual time expended). However, no euch action could be
brought and sucli costs and expenses would not be allowed
unless the defendant was afforded a reasonable opportunity
.to curethe breach on which the suit was based.

Title II—Federal Trade Commission Act Amendments
Title II would amend the Federal Trthle Commission Act as follows:

(1) The FTC's jurisdiction would be cxpamled from
matters and entities in commerce to those in or affecting
commerce (?cc. 201).

(2) The FTC's power to issue substantive rules defining
and prohibiting unfair and deceptive practices is clarified
and confirmed. Specific and detailed procedures would be
established which the FTC would have to follow in prescrib-
ing substantive rules under the Federal Trade Commission
Act (sec. 202).

(3) The FTC's invcsligational authority would be broad-
ened to cover person's "•"•i"prs1npu_ nnd corpora tionsinst cad
of only corporations as at present (sec. 203). •

(4) The FTC could be represented in any civil action in
its own name and through its own representative only witli
the concurrence of the Attorney General (sec. 204).

Tlic legislation would also authorize tlic appropriation of fund< to
the Federal Trade Commission to carry out ils functions, powers, nr.d
duties. $41 million would be authorized for fiscal year ]Q7^, ^4.')
million for fiscal year 1970, nnd S49 million for fiscal year 1977.
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CoaiMTTTEE ACTION

Your committee acting through its Subcommittee on Commerce
»nd Fii);mcc held six days of hciirings (March 19, 20, 27, 2S, 29, und
30 H'7-^) °'1 H.R. 20 (introduced by Mr. Moss, for himself nml
M<L-<r?. Kckhardt, Ciirncy, Dingell, Adams, und Contc) and U.K. 5()'21
(introduced b^ Mr. Broyhill of North Carolina, for himbdt (ind Mr.
MrColli<tcr).' . . , ,

]n (hose hciirmgri, the Subcommittee received testimony from the
Chsiirman of the Federal Trade Commission, from representatives of
consumers' .groups, business, and trade associations and from inter-
ested individuals.

^:---0n May 17, 1973, H.R. 7917, the bill herein reported, was in-
'--nwhicpd by Mr. Moss, for himself and Me?~rs. Eckhardt, Hclsto-ki,
-Brefkinridge, Diugell, Adams sii-id Carncy of Oliio. The bill reflected
-^Tnnrovt'mcnt^'developcd during the Subcommittee's hearings.

_ t-' The Subcommittee devoted ?ix days to markup of H.R. 7917 and
^s-^&rrpork-d it to.the tull Interstate and Foreign Commerce Committee
-̂ ?i by-voice "vole."

. Tile full committee reported t.lie bill, as amended, to tlic House by
.Toico vote lifter spending five days marking it up.

B.vcKGisor'xn AND NEED—COKSX-'?I.I:R PROBTTCT WArJL\NTrcs

With tlic introduction of the assembly line and the mass product ion
of goods, tlie techniques of advertising and mass merchandising, there

•Ims liet'n made available to American consumcry a continually yro\\ mi
ns-sort inent. ot" goods to bring convenience and pleasure to their In es.

In 1S9C> tlic year marking the beginning of the Americiin motor
vehicle industry, thirteen cara of (lie. sume design v-erc produced by an
organized company. In 1971, 75 years later over 8.5 minion passenger
cars were produced in llio United States.

Comparable growth was occurring in tlic production of other con-
sumer product-;. Some idea of this growth, tlic diversity of products
involved, the pervasiveness of the use of consumer products, and llic
vast sums of money spent for such products by American consumers
is shown in tlic following table: 1

HOME APPLIANCES— MANUFACTURERS' SALES AND RETAIL VALUES. 1960 TO 1972
[Compiled from leports of associations and manufacturers. Sales include eiporls, (ncfpl that dall for co'-.-ymtr flee'

Ironies cover dome&lic production only. Lxcept as indicated, covers tiectnc Bppliancci onl)|

Product

Home launrir^................
Dtveis.ctolhet...................

Elettuc........................
P's...........................

Y/ 'ing niachnci................
itomatic and semiautomatic.....
inEC( and spinner.............

W. .ler-dner coinbiii.ilioni.........
Other major appliances........

Oiih«a<htr»... ..................
Fcod »-astt disposeis..............

1960

»,776
1.2EO

818
412

3,3M
2,601

763
lil

12,525
555
7GO

Sates

19i;5

6,567
2, OSS
1,338

710
4,430
3,771

659
39

16,873
1,260
1,360

(1,006 U
1970

7,075
2.981
2.129

8;>2
4.094
3,869

225
NA

19,931
2.116
1,977

nits)
1971

7.986
3,3»7
2,527

850
4,600
4,270

339
NA

22,171
2,477
2,292

1972

9,032
3,9/5
2,989

936
5.107
4,821

283
NA

25,190
3.199
2,772

. Re
1960

1,148
261
159
102
S17
697
120
70

2.666
142
61

(ail valu
19C5

1,399
367
235
131

1.014
916

98
18

3,103
276
82

e (millic
1970

1,482
525
360
165
957
925

32
11 A

3,781
<S6
129

ins dolla
1971

1,660
533
417
166

1,077
1,025

52
HA

«,C£6
5<2
137

's)
1972

1.901
6E9
5lli>
164

1.312
1,611

45
NA

4.(;0
t;6
172
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. |iin(ti. rietinc.............

l - EJ.IIin..................
, R»n;(. en.....-——.—

• . (»- ei.M-m'.................

\- • i W.ler htalen.t"..--.-.--.

~-ir-"""" . \. - Hair (iryeis. ..iln bonnets'...
- - • - - - : ^ — — — - Hol|'l»lesa"d fcutiti langes..

.- -...---.---<„ " , - - l.oiit.....................
'" -"s"̂ -.;-';:—'«-- •'1 -~ \ S!f3:nandsle8ni,spiay....

-——-. -,-̂  - ' fST'-.b'C.................
- .. .' ; Or;lliyciEr?[;cilccs»'......

——--——=•. .— - i-- Tcissli-rt. iUiomaSic.........
- ---•'- "-- '. ' Vacuo-n c'eancis............

- -~"——•~— \ WtfiieandMiri.'.'ichEnl's....

Humidifiers... . .........

' • Table and pailaL:e........
;";.. - -- Co'i--3;o am) fadio-i.hono

' "" — ~ - ~ " '- TaNc aiiaclcck Kdios.....

"~ - TElc'.]Sioi].ll2£k23tl while,p

————"———- . TaKc and portable.......
—.--•—— '-- Phoioand'orradiorombin;

Table and parlabic-.......
r" "- PlionBand.'orradiocombina

S&"- -
••'Sc- . i iCei'lnnine 19E5, inclune!

i'fe* : '-" ' • « Becilinin; 19S5, includes •
..'•(.it^t 1 ' Includes lo.ister-b'oili'rs
," •" ' - - «Includes combniiilion can
#rt „"' ! •Includes impart!.
;i-i»i'- ' •Incluiletsalon-typc dryer
.•4;: - ' 'rorl955,tcothbrusli'!!0ii
•*»£,,' ; . l Represents factory sales.
'*%-'•' - NA Not available.
.••aS-.- - i Souice: Billboard Publical-- »-*̂ s* '
c-t-- -
"-•"y ' • " . r icsc nrticlp?,
•^- . sun ^r products <
':̂ 1 ' rorrtlldiup Hie
^S^' 1 a growing concc
•̂. . !

......

....

......

CORl-

.•OiluC-

itions.

ilions.

l hieh-oven models.
set-in models.

openers/knife sharpeners/icf crushers.

».
ly; theiafler includes waler-pulsaling units.

ions, Inc., New York, N.Y.. Kerchandisinj Week, inaual stalistical issues. (CopyrifliL)

of course, represent only a small porlion of tho con-
}n wliicli wnrrantie.s (:;iu be and are irivcn.
i growtli of ucquisitioii of consumer products has been
rn of ilic American consiimcr with tlic quality and

Sales (1,003 units) Retail value (millions dollars)
1960 19G5 1970 1971 1972 I960 1SG5 1970 1971 1972

1.045 1,160 1,359 1,07 1.576 338 271 302 311 347
, l.C-'a ?,(;C5 2,31-2 2.714 3.232 413 4<6 540 601 707

(CO l,?l"i 1,767 2,014 2,422 2?4 ?M <17 <69 WO
635 780 Mi 7()0 810 189 156 123 132 1-.7

. 1,EH 2,2i6 2,;t2 2.549 2.CCO 271 435 510 517 SE1

. 1,475 1,787 2.02'i 2.16C 2,270 199 334 439 4.5 4;8
339 479 3?G 3M 390 72 101 71 72 7G

. 3,<75 4,930 5,2P6 5, til 6.315 1,129 1,2112 1.44S 1,H? l 7n5
715 1,095 l.f,84 1,922 2.276 75 92 152 173 205

. 2. CM 2,737 2,785 3. (?9 3,1CO 2G7 219 234 263 W

. 34 ,497 C6.39S 74,078 75,121 79.245 864 1.379 1,747 1,745 1,6%

. 3,335 4.C10 4,0'JO 4.000 4,200 77 78 81 72 60
455 1,800 5,100 4,100 4,300 16 45 128 66 99
KA 1.B90 2.C05 2.C50 2,724 MA 43 71 73 78
NA 515 EEO 950 590 NA 18 40 43 43
NA 1.375 1,725 1.700 1,734 NA 25 31 30 35

. 1,200 4,300 5.0M) 4,750 4,925 23 60 65 62 64

. 4, (55 6,600 8,100 8,700 9,000 S4 104 130 139 171
7EO 1,105 2,300 2,500 4,000 1 7 23 32 52

. 1,0?4 1,181 1,166 1.15S S94 44 47 <6 46 40

. 2,155 2,650 3,200 3.303 3,500 44 56 93 99 112
275 390 500 550 660 6 8 13 15 18
NA 4,325 4.1CO 4,350 4, SSO NA 78 S8 90 Sb

. 2.575 3,000 3,900 3,900 4,230 15 15 23 27 34
5i5 705 810 825 £30 5 6 10 10 13

. 6,410 9.SGO 9,275 9,350 9.510 91 KO 159 1C1 1/9

. 4,<'0 7,950 7,9E5 8,153 8,400 73 123 144 K7 118

. 1.S70 1,910 1,?SQ 1,200 1,110 18 17 15 14 11

. 3,2<5 3,925 4,675 4, M5 5,150 73 59 90 93 1CS

. 815 S50 875 SM 950 29 29 33 32 5&

. 2,4:0 2,975 3,800 4.025 4,200 44 30 57 61 71
HA 3,300 2, S50 2.K3 2.280 HA 45 46 36 32
J.A 5.SOO 2,075 2,175 2,250 NA 97 42 <6 !i0

. 3,3-5 4,750 5,975 6,310 6,525 60 74 103 117 D1

. 3,313 5.107 7,332 7,973 8,337 311 32S 502 518 5;?
Si5 l.OCO 1,C?5 1,015 l.TOO '6 22 19 17 16

7,t72 13.216 20,195 19.135 IS, 9S9 669 935 1,679 ),570 1.S56
. l,',i,i 2,945 5,8(7 5.^8 4,^3 435 C24 1,207 1,147 '11

375 210 593 397 5G5 <0 16 47 33 -17
. 4.C87 7,703 9,!;75 9,450 9,850 167 23G 283 245 W
. 1,230 1,?P8 2,835 2,750 2,925 27 29 70 66 70

1(/> 550 1,000 1,100 1,150 KA 30 72 79 £»
.21,151 34,800 30.0G3 3?, 730 33,839 2,1ES 3,916 3,6')0 4,680 5,4(2

4.333 6,245 3,660 4,5f,2 5,184 585 7% 505 544 503
2.9SB 4,436 2,856 3,5L'0 4,256 [.A 271 174 210 213

. 1,37'J 1.E09 1.004 l.Or.? 928 NA 525 331 334 2?6

. 10,655 14,0?2 8,261 8. Z24 9.S19 314 30; 173 176 W

. 6.1CO E.OJl 3,676 4,<'/o 4.824 155 167 95 105 178

. 4,535 6.031 4,585 3,948 5,025 159 115 7B 71 £1

. 5,703 t,3E2 4,851 4,848 5,600 1,269 1,336 643 627 CS2
3,274 6,956 4,463 4,415 5.341 5S9 974 558 530 6(5
2,211 1,3181 „„, .„ ,„, ( 579 3301 .c ,,7 W

2?3 108 ) -88 4" z" 1 101 32 ( " " "
. «121» 2,646 4,632 6,313 7,908 • NA 1.4B2 2,339 3,333 4,032

NA 316 2.435 3,570 4,721 NA NA 973 1,517 1,973
NA 2,089 2,018 2,673 3,106 NA HA 1,251 1,711 l,;";9
N A 241 119 106 81 NA N A 115 105 £5
295 3,445 8,459 8.747 10,268 NA NA NA NA NA

.. 3,800 4,500 5,650 5,575 6.130 352 421 791 781 85S
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'̂ i^- durability of many of (ho.-'c products. Another growing source of
^3"? rc-ditment has been the in!i1>ili(y to get many of tho->c products
•̂ •;-" pioperlv repaired nn.'l tlic developing nwrtrcnrss that tlic paper with
^'^ i '^ ilic filigree bonier bearing the bold caption "Warranty" or "Gunran-
.S^".' tec" was often of no greater worth than tlic paper it was printed on.
_^- ^ Indeed, in ninny discs where a warranty or guarantee was ostensibly

<rjvcn tile old saying iipplicd "The bold print givnth and the fine print
Fakclli ftwsiy." For ilio ])!iper operated to take away from tlic consumer,'
llic implied warranties of niurcluuitabil i ty iiii(l fitness arising by
operation of law leaving hide in its steiul.

Warranties arc currently governed by coniinon law and tlic Uniform
Commercial Code, Tlic Uniform Commercial Code has been adopted
in forty-nine States (all but Louisiana) and tlic District of Columbia.
In tlie "jurisdictions where it is in effect, it generally controls the rights
of parties in commercial transactions amfit is commonly accepted as
today's huv of sales.

._.„...._._,_ ^ . A'warranty is a statement, or representation expressed or impliwi
.̂ ^s.-ga '̂̂ -——-*.,.̂ -.-"--" Jnadft by a seller of goods with reference (o tlic character or qualit-y-cf -—:_ -
.-̂ ^as&xMiE.-B—t.-a.-,.;--..-_. tlie goods being sold. Jt is-iiot. necessary to the creation of au expn'-^^-—-- -

— -̂"'—"" '̂'''"i-;' warranty for t l ic formal words "warranty" or "guarantee" to lie u?i'd
—.'J^-.__^_;;;-=-i.T" ^ - _ or that the. si-lk-i; have a spc'cilic intention to.iii;il;e a •warranty. _ -
- - -,-«r--^--.'- i .. • An'implied warra'i(3' arises by operation of law rtrthcrJ-han om,'.of

an agreement or action-of tlic parties to the salc'and purcha^ Unites
llicy arc expressly modified or excluded these implied warranties a'r^p
in ever)', sale. Two types of implied "warnnitifri under die 'UniForm
Commercial Code which are pertinent -here tire the implied wmT»w-'io'» " •
of iiiorcliantnbility and of filne^. Under tlie implied'warranty-, of
nierchantability, good.s mu'it. be reasonably fit for the general pnrpo-;e
for which they arc sold. The implied warranty of fitness arises where
the seller at the time of sale has reason to know tlie particular purpose

5 --_*--„;•*;. - .-, for wliicli tlic goods are. required and that the buyer is rpJying on the---
•x .̂ .-̂ .~ŝ -... - •^.s..- - seller's rikill or jiidgmont.to select or furni'hsiii(;ibl</goods.-Tlie.iniptiwl . -.
?_--_•" --.— -• ̂  ; - warranty of fitness is that the goods will be fil. for th;it purpose. .\i;iny

-«. ,Jl—' - ' " " ' . j - - of the so-called warranties and guarantees now given on con-'u-Hier
• »-- .̂"=a!^?'~---'. •̂  .- -. . products disclaim or negate these implied warranties of merchant ability •••
? —55———^ •—-- -T-— - andh'tuoss. : . . ' ' " . . ' " 1

-;-; • - '., Presidential Messages on Consumer matters
'y^ j On March 15, 1962, President. Kennedy seiiL tlie first Prcsidentisil
'̂ "'- '• . j Message on consumer interests to tlic Congress. Since tlu-n six addi- <
'̂ ., tional Presidential Messages on consumer matters have been submitted

to (lie Congress.
In his message of February G, 19G8, President Johnson eslablisliod n ,

Task Force on Appliance Warranties and Service consisting of the
Spccifil Assistant to tlie President, for Consumer Affairs, the Chiiirinun
of tlie Fcdcr.-il Trade Coniiiiisfion, the Secretary of Commerce, and the
Secretary of Labor. They were directed to begin work immediately
with industry to (1) encourage improvements .in (he quality of service'

i . : id repairs (2) assure tliat wan'-inties and guarantees sny what they '
J can and mcsiii wliat ilu'y say (3) let llie consumer know how long lir

's,^ l.iny expect ;i product to las! if properly u-cd und (4) determine wlicllic'r
ycdcral logisliitioii was needed.
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''.̂ .i?-'̂  , President Nixon, in In-; Con-inner Mc^a^e of November ;'>, ]9f»9,
•'.' •^ :•,• jt nrliviited « ta-.k force con'.i-'tin'̂  of his Spc'-i.d Assistant for Con-'iimcr
' . . , 1 " . . A";iir.t, "•"I representatives from (tip Department. of Commerce, the

^:->• . J5eniirtiiien( of Labor, tlic Federal Tr;i(l<' Commi—ion, the Depan-
.'. / '̂  " » incut of .Tu-tice, ;>ii<l the Council of Economic Advisors to coinmciil on
- ' ̂  . . i (dp need for guarantee iniil warranty les^'-lation in the hoii-'chold
• ' ' • ' . , i ,ii))i]i;iiifc iii<l"'lr»fs niiil in otiicr llclds.
.' j- i i ' • On March 1, 1971, in a nics^ngo to tlic Conirrc&s, President Xixon

• "•"' . ' i i>r()iio-'(.'<l n l''i'ir Wilrritiity 1)i-;'lostirc Act wliidi would i)roviilc for
\ (•Icurcr w:irriiiitics nnd ))i-oliibit (lie u.-.c of dcffj)tivc wur.-iinlic.i. In

• • \!'<,'' - • * . • . tlinl incs-;rt;J'(1, lie stilled.
, , ' , ' • » A c-oiKliint soun-?' of iiiisundcr'timdins between consumer

• 'L.^.- . S nnd bu-iiie--''iniin is tlic question of wiiir.iiitics. Giiiir;in(Ct's
'-; ; I... awl wnrrnnlic^nrc often found to bo unclear or dcrcptivL'. . . .

j Titis i)ro]»o-';il would )ii(;ro;nc the nul l ior i ty of tlic Fcdmil
•^—~- -—— — •- .- - Traoc Co)iimi?-'!on lo rcqiiirc thut g>i:iriinlt 'e^ ;ind wniT;>nli("<
=;^^^=^r^-^-.-----.^-—-Qn consumer goods convey .-idequatc inforniation in simple' -„
" " ^ ^ i ' - - ' ^ ' -•" - ~ itii'1 rendily understood tcrms.^
'~~'^~-~-~_ i ' "__ • ] fc v-ould furthc'r.scck to i)rcvciil (locri)livo waiT.iiitics: sinci
^^—^-^—--.. •_-'-/-"-• il would prohibit-•improper "«BC of a v.-nttcn warranty or
'"^l^-^- •= _- ---~t>:uiir;int('<? TO nvoid hiiplicd v.-cirranty obligations arising under .-
^^S•-~*;?;:~"-;-"•T^'~w'7'--•::;-l''stfltt• l.iw; - - • ' - * .

TTCItepoits 6>t Warranties - - - - . - • '
Bcpnnina' in the liilc' 1950's a ri<ing: tide of complaints wn^ rccpivcd

- ' -*-by-Mcmbora and coimriillfc^ of .tlic Conm'c^, the Fedor.d Tr;,du
Commi;s-''oii, iind other ouk'i;!!;; and ;i2;cncic-; 0! tlic Federal Govcrn-

i incut from iraic owners of inotor vehicle-; complaining that rtino-
mobilc manufacturer-' and dealers were not performinp: in accordance
with the warrantio-; on their automobi]e< Uurin^ this period us many

'" Jcttcrs were. received by t l ie FTC on t l i i^ ^ulijeft as on nny oilier
: --- pincc the Coinniis<ion wr.s c.st;iblis.hed in 1914. In (he ;n;>!u, ihe^e

'••'-' ' letters eomplaincd of tlic jnnniifac.t-urcr or dealer not hviny; ui) to tlie
- ; . lerins of the automobile warranty in one or more- rcspcrts, of auto--
-: -- - mobilea tliat were unsafe, ])oorly desired, noisy, or tha t at tempts

^ -_^._... - >. .' " lo pet service or detects cured Mere iinhUL-ces'-fiil even when tlic car
^ ^S "̂"; i I11"! hccn returned re)watedly to the dealer.

In niid-lOGJ (lie FTC directed its stuff to undertake a l imited field
investigation lo determine whether there was sufficient evidence of
'the failure of Aincrk'iin car manufacturers to perform in accordance
with (heir new car warrnnties to justify addit ional steps bcin?: taken
<o protect the public interest. On the basis of its stall's preliminary
report, (lie Commission on July 0, 1966, directed an invest ipat ion of
nulomobile warranties under section 6(b) of tlic Federal Trade Com-
mission Act and ordered (lie four domc.-lic auto manufacturers to
file special reports with 1 lie Commis-ion.- . .._.

_ _ I i u l i ; i l l y automobile mannf; ic turerb on'emi n sixty-day guarantee
.jS l̂. . . 1 on parts ;ind workmanship. However, in older, to obtain the benefits
"SS "̂ • 0^ t^0 S'^r-r'tec the aulomobilc owners eitlicr had to take his car
'^y, ' ic 'he fiiclory or send for t l ic parts by mail . By 1930 willi (lie dealer
'SSl̂ - i friJichisC sysiem developed llic warranty became a simpli* short-term



^•^U:''.. ninety days or 4.000 miles, whichever came first, warranty. It puaran-.
'l" ̂ '̂», .̂,l nroinst defects in materials and workmanship and ran from the

^ ';^ innnufiirlurcr (.0 the dealer. The entire cur except tires nnd batteries
,. ''•• : ' wns covered by iho warranty. Tlic dealer then passed the warranty
" ' ' ' •» on 1o tlic customer.

.; ;, This system of warranties prevailed until the early fall of 1900 when
"1 ; for competitive reasons a warranty race began between the big four
! * - - nutomobilc manufacturers (American, Chryslcr, Ford, nnd General
• | Motors). However, by the time the, 10G7 models were introuuced,

' ,• ,'; i cncli of the "big torn'" were n^ain outTing virtually the samp wsir-
: >•, - ranty on tlieir automobiles. It consisted of extension of the warranty

~' ^" 1 coverage to subsequent owners, a basic warranty of 2 years or '24.000
,--— -^ miles on defects in materials and workmanship, and a five-year or
-r̂ ^̂ -.: L. 50,000 mile (whichever occum-d fil-st) warranty on the power train
- - "" ^ coiisit.tin": of such items as tlie enirine block, head and internal engine
"'"*•""---<. -<- . • parts, water pump, transmission, drive shaft, universal, joints.. n'nii
."''_- '.- -. - axle and diHercntial, 'steering and suspension components, and wheels
—,.-'-"-'̂ —^— and wheel benrinys. .. • -
—.—„.... . . - Because of costs a cutback in •warrantv_covcrage on new automobiles
—•--a- .-- •_ . began ̂ vith the 1968 model mitomobilcs.
^ . In thc-FTC's btaff- report ^»n automobile warranties issued-on No-
"--' ^ : _ vember-IS, 106S, the staff concluded among other tilings that;
;.--̂ _""- .. 1. Performance of manufacturers and dealers under the
"̂  ' ' - ' - ' •warranty has not achieved the levels Implied by the warranty.

2. Failure to perform up to warranted standards has been
encountered in the manufacture and preparation of cars
under tlie warranty.

" :- 3: An. excessive amount of service under the warranty docs
not meet (lie standards of coQ^um.cr'accept.'ibility. - - ..

.* * * ~ * ' ^ *
11. An increase in private litigation while placing pressure

on the industry for better made-cars nnd improved service
does not represent nn ctHcicut or pcncrdlly satisfactory way

-^^'f' • ' | l'o achieve proper performance under the warranty.*•^^^^•- • • •— •
""'" In its subsequent report on automobile warranties made on Febru-

ary 19,1970, the Federal Trade Commission proposed enactment of "a
new and comprehensive Automobile Quality Control Act, which would
give statutory recognition to the public utility obligations of automobile
manufacturers and provide, for minimum standard'? of quality, dura-

— hility, and performance of now automobiles, and all parts thereof and
which would place a. statutory obligation on manufacturers to provide
consumers with defect-free automobiles in compliance with such stand-
ards and to repair defective automobiles and automobile parts which
do uot conform to such standards."

^p^ Task Forcf. on Appliance Warranties and Service
•'e?-" On January 8, 19C9, the Task Force on Appliance "Warranties and

Service consisting of tlie Chairman of tlie Federal Trade Coninus-.'tnn,
the Secretary of Commerce, the Secretary of Labor, and the Special
Assistant to the President for Consumer Anairs which had been dc.-'i'r-
r-atcd by President Jolinson in his Consumer Message to the Congrr?-
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of February 6, IOCS, issued its report. In currying out llic study lending
to tlic report the .Federal Trude Commission had concentrated 011 tlie
vnmintv aspects of the project. In pieparalion for the report the Coin-
inis-ion studied over 200 warranties u»ed by 50 in;iuufacturcrs oi' major
flni»li;mccs. Among the conclusions stated by the Federal Trade; Cuin-
niission in its portion of the report relating to appliance warranties ;ii)d
scn-icc »;ro the following:

1. Tlicrc arc a number of problems associated with major
appliance warranties. However, tl>e underlying and barii;
problein wliich must be solved, is liow to peisuadc or compel ;i
manufacturer nnd the rctnilcr to provide tlic purchaser of a
major appliance witli ft mcamnsful guarantee which they will
honor in both left or nnd spirit subsequent to tlic sale.

« « 10 i|i *

3. Maniiiactnrcra, scrviciii^ dealers, and independent
-_: ."-service companies arc aware, that consumer dissatisfaction
"--' •with tlie manner ol' performance under warranties is quilc - -

prevalent. De'pitc tlie obviously harmful effects of- this
dissatisfaction at. least, to their goodwill, they have not
•undertaken to do nuic'li about it.-Perhaps their reluctance is

. ̂  nl.trihntnLle to competitive, pres'sures. It is difficult for a
'. " company to confonn voluntarily to high standards and prac-

tices if it has .compe.titors who continue to reap greater
profits by pur.-.iiing less honorable tactics. Oiic way tlic-'e

- - pressures can be .. overcome is by-cflccfive, industry-wide
efforts to climinitle abuses and raiiC standards on a. uniform ~
basis under (lie. leadership of an impartial government
agency.

4. In some instances manufacturci's have not, lived up
tq^ (heir unstated but no less real obligations under lln-ir
g-iui ran tecs. They have failed to maintain adequate and prop-

- criy distributed clocks of spare parts, and have attempted to
pass (his obligation along to retiiilei.-s wlio they know caimoi.
afford tlie expense of assuming this burden. They have failed
to discard n servicing dealer or independent, servicing agency
•which docs not provide acceptable, warranty service. They
liavc failed to give more than cavalier treatment to consumer
appeals for assistance when tlic retailer lias refused to honor
the guarantee.

* * * * iii
6. The consumer does not. have n readily available or

practical means of compelling (lie inaimiact.in-er or tlic retailer
from whom lie' purchiiicd the appliance or tlie servicing
agency responsible for its maintenance to perform their
respective warranty obligations.

* * * * *
10. There is substantial evidence that a(, tlic time of tlio

sale llie purchaser of a major appliance does not understand
the nature and extent of tlic protection provided by (ho
manufacturer's warranty or of (lie obligations under tlie.
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-\' ': . wnrraiitv of the manufacturer or of (lie retailer. Tins lack
; yf understanding inuy be due lo deceptive advertisements, a
; • mi-lending "i" inarciirale c'.\"pl anal ion by (he salesman wlio
{ . .' ,,(,|d the anpliaure, or to tli<; coi>(cnt ami terminology of (.tic'•: . ' warranty it-<cir.
; ]]. A number of the warranties in use, nnd particularly
( tho^e which embody dinm'ii'.; periods of coverage for various
! par!" iiii<l compuiinKs of 11 product,. .ire dcccplively cnptioned
'i tliroii;-'!) (lie "''0 of suc-lt (<'ri)i-. as "Ten Yfitr Gtiurniilcc" or
\ "Lirflimc Giiiifiiiitre" brcnii-'c the ppriod of covcnigc rc-
( fcrred (o in (lie ciiplion does not, npply to (lie dKirc product.

12. Virlindly all iiiiijor uj)pli!inco warmntics condiin
, provi-ions wliicli purport, to disclaim any liability which
* iiiiirhl iiri-e by virtue of (lie iniplifd WtiiTiiiilic-; or mcrchfint-
r _ _ i'bility iiiid fitiic-'s for particiil;ir purposes under the Uni-

Ss.T-Z^--- form Comnx'rciid Cudc. . . . - -
'^•^-^•.-J-'--'—- - -3:^. Thf (-•oiitfiitioii of iu;i:nifrtf(urcrs and retailers tLnt
; '^J_1^' " limited v-iirr.iiilips nrc jii.stincd in order that they nifty
,-lJi .̂ _,- -- iivoid damiisc dilirns whifltiirc frivolou'? or which amount to
^r"".^, nmuy rimes lli<'vnluc of flie.cof'ds r;iuiioi-lJc siipporled. . ...
_—.--'^'---- 14. The majority of the iii;iJor applianco warranties cur-.
-—"' •••_^- . rcndy in V'-Q coiilnin c.\c'cp(.ioiid and exclu-jons whicli nrc
-"-" ;-''- '~'' inifiiir to (lie piircli;i-;er iind ^hich iirc iiii)iecess;>ry from the -
"'»'.'~'— - - stniidpoint'of proTrctinp the liiaitiiftictuJ'cr from unjustified
^_- -' ". " cliiinis or Cxec^-dve lidbility. •
- -. ~ - ' '- * * * * «

i 10. A number of (he present mcthod-i and criteria used to
'. determine tin* nniount of compensation to be p;ud retailer:?

for wilrranfcy service arc unsatisfactory. ... _
,"'-T, ^. - - 17. The 'extended .service contracts nnd extended (<?rci.—
-''. --J- :- "-" -wflrran tit's (liat arc in u.se today nixy havc.oue or more of the
-- -~~ ^following di.s;id vantages: a. tlicy may be-overpriced nnd
^^J. _^ ^ 7 designed solely (o increase llie marpin of-profit on the &nlc; -"
-.,"_, • b. (licy inay not provide siinicicnt compenssition for the
-;—" " " servicins agency and app-ravatc (lie warranty problems

i noted above; c. they may bo devised simply ;is a means for
jucreasins ssik's mid contain illusory proiiiisc.s which will not1 provide tlic consumer with any real protection.

j * * * fr *
; 19. Measures must be taken to enrourap'c both manufac-

turers "and retailers to honor fully their warranties. One of
; llie more promising means to (his end is the intensification of
| efforts to per.suadc or to compel fivrp lo p:ive guarantees
| ' " ~ " which nrc explicit and which do not contain conditions or
j • qualifications which are ambiguous or unfair to llie purchaser.

Avoidance of obligations which ari' s tated in precise and exact
; terms is difficult ('veil for (lie ino.̂ l callous. Moreover, oppor-
' (unities for (lie concealment of one-sided provi:-ions- and

and (lie iiiakin;; of .sclf-servins interpretations by (In1 yuaran-
1 lor an' ininimi/.ed if llie guarantee is couched in'clear and 1111-i derslandable language.
I 4 « 4 Xc i|t
I
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Cvmm'itlcc Hearings
hi addition lo the he!irini;s held in this Congress your CoinmiHen

nclin"' tlironirli its .Snbcomiiiil'.ec on (.'oiiiincrfc and Finance sil'o held
(lirce^dav.s cf heiirii)^ in 107U (Sc pi cm her 2i), .'{0, October 1) i i i n l ••i\-
dny.s of hearings in 1971 (September 2S, •J9, October 112, l:t. 1.1. and
15} tin consumer product warranties, Tlin^c hearings c^tub'i^hcd l l i r
need for (1) rcquiriii}; t l i : i l ( l ie Icnn.s and conditions of wri t ten \v;ir-
rnntK'rf on conMimcr products be fleiu'ly und con-'pifiiou'.Iy .stsited in
sunplf niitl rciidily nndriMood liin;:>iii^p, (2) proliibiting llu' prolifcr;i-
tion of dii'i"^ of WiU-nintivs on (•oii^uinrr pruducts and rcquirmi.; l l i ; i l
sucli wiuTnnties be citlu'r n fu l l or liniilcd wiii-mnly \\-itli ( l ie rcqiiirc-
mcnts of A full warninty clp;u-ly billed, (3) •-!iffsn;inl'i ai;ain^L llic di->-
claiincr or iiiodificiil.ioii of the implied warraJitic^-of nirrcl i i int i tbi lhy -
nnd filnc^s on coii-suincr i)rod»K-l-< where a written w;im>nly is invcii
willire-ipect Uiprcto, ;L))(I (.4) providing consuincr.-, \\~W\ iicccsrf to iv.i-on-
olilo.nnd effective reo)edie^ wlicrc ilicrc i-, n l)reacli of a warr;uitv on ;L
con'?inncr product. Al l or these requirement's arc met by title' I of
Jmry^lT ;is licreilu'oportcd.

^ - F£DER.I^ Ti;Ani; Co.-M^issmx ACT A^rEN-DarnxTS

• T]io Fcdcrni Tradu Coinn-iissio)i wrts established in 1P1."> p'lirsiiniit-
•to tlie. provisions ol' tlic Fedenil Trade Coiini)i.-?ion Act wliirli li;»d
been enacted tlic prcccdin;;' year. Tlio Coinmi'-sion consipts ol' iivc mem-
bers appointed by tlie Presidi-nt by ;uid witli tlie advice and ron?enr of
tlie Senate for terins of '••evv.'n year?. Not more. than three membo).-;
or tin' Commission may he inemli>;rs of the g;i)nc political p;n-lv. A
focal p^jint of tlie Coninus.-iion's iurisdic-tion is peel ion .'» of tlic Federal
Trade. Commission Act. As ol i^i i i i iUy .enacted in 1014 section .'» pro-
scribed unfair methods of competition in commerce. In 10;)S =ec(ion .''

-was'aine«ded to extend The. jm'isd'iclion of (lie V'l'C to cover ''iinfai!-
or deceptive acts or practices in commerce''. Tlic necessity for this
amendment was explained as follows hi tlic report from vonr Com-
mittee: ''The- words 'unfair methods of competition' in poction ,"> have
been construed by tlie Supreme Court as leaving tlic Coinmi-'.-ion
•without jurisdiction to issue cense, and desist order? where tlie Coiu-
mi&riion lias failed to establish tlie existence of competition. Jn oi l ier
words, tlic Act. is <;on?-h'ned ns if its purpose were to protect compel i t«i<
only and to nn'ord no protection to the consumer without t-lio^ in;;
injury to n competitor." •;

Notwithstanding the 1938 nTOondincnts, the Wheclcr-Leii Act, the
FTC continued to be hampered as ;m effective force in promonnL; fair
and free competition tsud sufe'JuitrdSii^ the consuminc: public a^ii'usi
linfiiir or deceptive acts or practices by (lie scope of its authori ty 1)ein^
limited to matterA "in commerce." and hy bcini'; made to rely solfly on
tlic cease and dcnisi order procedure for enforcement.
In or affcctiiifJ Commerce

Article. I, Section S of tlic United Slates Coiis(i(n(ion grants l1io
'Congress several specified powers, amoiii; tliein "[t]o regulate Cuiu-
inercc with foreiirn .Nations, and iimon^ the several Slates, and willi
the Indian Tribes . . ." Tlic Fcderiil Trade Commission Act was

' ITousc llcport. ''to. 1C13. T:>lli ruiiBii's.', first Scwon, P. 3.
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appointed to carry out this tusk. T( was placed under the chairmanship
of Miles W. Kirkpatrick, who at t h a t time \\'ns Chairman of tlio ABA's
Section of Ant i t rus t Law.13 All hough coiifhed ill somewhat more
subdued terms, I lie repori of ( l i e ABA's Special Conimi-.sion supported
the finding'; of Nadcr's Raiders. Bofb reports noted Ihe iiecd for addi-
tional statutory authori ty to permit (lie FTC to carry outits consumer

! protection responsibilities.
! The Alaska Pipfllne Act (Public Law 93-153)

Both llic X;idcr nnd ABA reports recommended that the FTC be
- empowerc-d to obtain preliminary injunctions against unfair or dm'p-

-; .- tivr nets or pi-act id's which ;ire nnf ; i i r or dcrcptivp fo consumers. This'
^ ' itiillionty \v;i.s^r;'iitfi1 by St-clion -^0.>'of(!)(• Alii^k;lPiJk'liii('Act.'\vIiicli
J, ^-'.autliorjy.ed ( l i r FTC to oblain (-cinporary rcstriuiii'n^' orders and pre-

-.-— liiiiin;iry inpnx' t ions ot" \',inl;i(i()iT-> <ir tLrciitciicd violtitions of any pro-
' ' ' vision of 1;i\v iu'tiiiiiii.-tL'rcd by tlie Coininission.

-• -, . In addilion, Section 40S amended the Fedorni Trade Commission
; Acl in t\vo other respects bought, bvllie Coinnussion-It increased the
. . penally for violation of cca&e and dcsi?t onleis from S5,000 to $10,000

nnd e;ave llic Coinmi.^slon tlic right to represent itself (hro'lgh its o\\n
-." attorneys in civil actions if, after notifying the Attorney Gcncr.-'.l and

giving liirn 10 days to take llic action proposed by the Commission, the
; Attorney General failed to do so.

SECTIOX-m'-SECTlOX DESCRIPTION OF THE COMMITTEE AMENDMENTS
' -. TO TH13 BlU^

: _ As rcirorted by your Committee, II.I?. 7917 (with tlic exception of
. section ^01) is amended fection by section. The following description

'- -- is of the Committee's amendments and section 201.

( SHORT TITLE

! Tlie fust section of the bill provides tinifc '.he legislation may bo cited
ns (lie "Con-iinncr Product Warranties—Federal Trade Commission

; Improvements Act".

i TITLE I—CONSUMER PRODUCT WARRANTIES
6ECT10X 101——UEI-IN1TIONS

-—- Amoiii; (lie (crins defined in section 101 which arc important to
iiiidrr.<(;iiidiii; ;(ilIcIoftlicJe^ihl;it ioii are (lie .following:

Tlic (enn "consumer producl" is denned to mean any tangible
personal property which is distributed in commerce and which is^no;"
mally u.->ed for personal, family, or lioiKehold purposes. Tlicrc are
many product;? which fall wi th in this defhiil ion which arc also used
for oilier than personal, family, or hoiisrliokl purposes. For example,
automobiles which sire used for bur-ines-; purposes. Such items are
consumer products for (lie piirpo-scs of this legislation.

Tlic terin is al>o delmed so as to f-pccifically include such properly
intended to be attached lo or installed in any real properly without
regard to whether it is i-o attached or in-.l ailed. Under concepts of

" Mr. KirLiutriA WJS laliT anioliilcil and served a< Clulnn.in ol the Ffdcr.il Tni>l6 Commission.
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.}^- •: / ;' • property law fixtures Midi as liot water heaters and nir condil iu 'u r-
' ' ' . ' / ' • 11 when incorporated in !• dwelling become a p;irt of ihc rosil p iopc i i v .

-'/'-•' - . It is inleiidcd tha t ( I IP provisions of t i t l e 1 fi . inl 'nnc to apply to M H - I )
,:-• - ,• prodiicis regard Ic-s of how (hey are da^'-ificd.

. '",, \ 'f|ic provi'-ions of l l i c lea'i'Jaliou mrarding disclosure of (lie terms
-.^ - * and conditions of wriOen warranlK-s 011 consumer products (wlion
•".(. i ^ l ]02) would apply ""ly to con^iiDUT product" actually co-ting more

""' Hum S5. The provi-dons of the k'gi-lation requiring that mo^t wrillcn
,"' 1 < , vorrnntios on consumer products be designated as "fu]'i" or "liiiiil'-d"

t, wniTiinlie^ iind specifying (lie duties of t-hc wsirraiitor under si ful l
•'- :t, ' • •n-arninty ("cctions 103 and 104) would only apply to consunifr

..-'l̂ --, r I products ftclusilly co.sling: more than ?10.
-*'̂  -'. ' "Commis-sion" is dclincd to incnn tlic Fcdcrni Trade Comini-'ion.
'"^•"^•••l"^'- --I'-'- .••-.Tlie torin "consnincr" is defined to inf-nii the nrst buyer .'it retail
'~'~.~±~-'.̂ -"" .'-~~ of any conRuiDer product, any pcrBon to whom sudi product is ti;ni.->-
S ,̂-:s:̂ --:. --»-.; fprrcd-during t l iu duration of' a wnrninty or srrvicp conti-iicL .•ipi'li^i-
:;:^̂ :;-•. / •"" •_-." lilo to such produ'.-t .-ind nny other pcrFon wtio is cntirlcd by the tc'^iss
_ - ̂ '-"- ' -' '\_^ of sucli w;iiT;in<y or pon-ice contract or under applicable ^(ntc 3;iw to
^•s'i^'.-i^ "."^'i cn'forcc nilaiust ihc ^nrranlor .or contrncfor the cbli;r,itions ui' thi;
3L̂ _'-11- •\v.'irr;int3' or contract. Tlius, \\]icri? a warranty or service contract on ;i
-._ __\ ^ '^' consumpr product is given for a specified duration it would cover
^—r:1. ,-' ' ^ -" tr;in?Icrees w]io use the product.
^L.^-' - - --..-- As defined the term "supplier'' moans any person engaged in the
'""- - ' business of making a consumer product directly or indirectly iivflihiblp

to consumers. This dcfinif ion includes, amon^ others, all persons in tin-'
chain of product ion and distribution of a consumer product including
tlic producer or manufacturer, component supplier, •n-holesalcr, dis-

" tributor, and retailer. The term is intended to exclude those persons
not regularly eni;apcd in the business of making consumer prorhr.is

- directly or indirectly available, (.0 consumers. Thus, the provisio;;^ i i"
•title I do not apply to sporadic private transactions involving con-
sumer product?.

The term "wnri'iintor" is defined to mean any supplier wlio srivf1-;
;.{., ,- - . •' or offers to give a warranty. Thus, n person who is not a supplier
•̂5;' ' cannot under the terms of (lie Ic.sislation be a warrantor.

A "warranty" is dclim'd to mc.in (1) any written afni-nulion of fnci
or written proini'e inside at tlic liinc of sale by a supplier to n purclia'er
whidi relates to tlie nature of (bo. material or workmanship and

; , ann-ms or ])roini?-c^ (hat such iniitmal or workmansllip is defect-frco
'i or will meet a specifu'd level of performance over ft specified period of
,- - time (2) any undortiikinp: in wrilin?: in connection with the siile of ;i
', consumer i)i'oduc,L to refund, rcpiiu:, replace, or take oilier remedial
^ • action witli"respccl to siich pro<luct in the event, (hat such product
; fails <o meet tlie specifications set forth, in the undertaking. In cither
'• r cai-e. tlie written atiirmation, ]n-omi.'-n.', or undertaking mui-L Income a

part of (lie basis of (lie bargain between a supplier and the first con-
^ i suiner purchaser. In addition, llio term "warranty'' also includes an

~,^. '̂ ^ implied warranty arising under state law.
'•%'?- -i '^le t01'111 ''fcrvice contract'' is defined to moan a contract in

'••^v"' •' writing to perform, over a lixed period of time or for a fixed duration,
.v^.<.> ' ! services relating to tlic maintenance or repair of a consumer pioduct.

i " ""i
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<^>nip terms which arc donned in section 101 nre omitted here bernu-c ;':^ i;- . t -y ^rc defined to hnvo their usually under."! ood meaning. Oilier
. -n'HswItlch (ire omitted sire used in particuli'.r •>cctions of tl)0 legisla-
tion end will be dealt with in connection with the description o' those
•cclions., -\' .'.-l<"-

•J. /»-, - ^ SECTION 102—WARRANTY PHOVISIONS

Section 102 only applies to consumer products actually costing (he
(on?umcr $5 or more. The words "actually costing"' are intended to
exclude added imposts such as sales taxes. For example, if a consumer
RtwIuclJ'ssoldJor 8-LSS in a State. with n4-percon( 'stiles tax the provi-
tims of. section 102 would not be iipplicabic to a warranty on iiiicli
producfccven thouirli th(1 consinncr murt actually niva tin; n'tailcr S5.18'

."for (lie product, (î .OS for tlie product, $0.̂ 0 lor Siatc.s.iles tax).
' ^nbsCcliHii "(a) provides that any supplier wnrraiiiing a con-.mner-
producl ion consuincr in'wriling must fiiHy und conspicuously di-;do?e -

-aesrti.
•• - k

^-^t^

•in '•i'ujilc und readily understood l;.n{;u;ia;c llie terms iind rondiilons
of tlic varranty pur-'uant to rules i-'.-ucd-by tlu' Cominission in ac--"
rordaiica with section 109. The purpose of this requirement is to
improve the adequacy of inform at i<i;i available to con<uincr3, prevent

'dcccplion, and improve competition in the marketing of consumer
products.

The subFcction enumerates thirteen categories of information (hat
the Commission may require to be .set ou.t in any written warranly on a-

-con-iimcr product. Or conr.̂  the FTC;couid by rule m;uiro the
-inclu-ion of addition",! information in any writi"n v.-arranty on "a
con-.iiincr product. On ihc'other li.ind il^ould i;!-" omit. from inclusion
'ID .'iny Kucli \vriUen Wtin'ani^' an;' of the calegoncs set out in tlic
lesn^.ation. _

Under subsection (b) (lie Commission must. pre.icribe rules requiring
tliat terms of any warranty on a consumer product, bc.inadc available
(o llio consumer or prospective consumer prior to tho t-alc of the prod-
uct. to him. In addition (lie Commi"sion is authorized to prescribe
rules for determining tlie manner and form in which information witli
respect, to any written warranty of a consumer product musL be
clearly and conspicuously presented or displayed ho PS not to mislead
the reasonable, average consumer, when such infiuniailon is contained
in advertising, labeling, puint-of-sale materials or other representa-
tions m writing;.

Subsection (b) also makes it clear (hat llie Commission is uol
authorized by this Icpi^lntion to require that any consumer product or
any of its components be warranted nor to prescribe the duration of
anv warranty given on a consumer product.

llowever, the Commis-ion is autliori'A'd to prescribe rules extending
the period of time .1 written warranty or service conn-act is in effect (o
correspond with any period of time in excess of n reasonable peiiod
(not, lc5s than 10 days) during which (lie consumer is deprived of tlic
use of such product, by reason of the fnilure of tlie product, to conform
with the warranty or by reason of tlic failure of llie warrantor or
service contractor to carry out his obligations within the periods
specified in the warranty or contract.

Subsection (c) prohibits any wnrraiitor of a consumer product from
conditioning his warranty on tlie consumer using in connection with
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*~ such product, any article or service which is identified by brand,
t trndc, or corporal e name. This prohibition would not apply in the ca-ic
l of a service provided without chni^c under (l ie tern-is of a warranty.

' ' - Furthermore, thin piohlbilio'i could bo waived by tlie Comniis.-'ioii if it
found that tlic warranted product will function properly only if the
product or service so identified is used in connection with tlie war-
ranted product and that (ho waiver is in (lie public intere.if. If (lie
FTC waived tins prohibition it would lie rcquiicd to publish its deci-
sion in llic Feilerui Hct/ivlcr including its reasons therefore.

Under tins prohibition, for example, no automobile manufacturer
in;iy condition his warranty of an automobile on the use of a named
motor oil or on the use of its own automobile parts unless lie shows
that any other motor oil or automobile parts wliich are available will
not. fund ion properly and will not give equivalent performance char-
acteristics in the automobile.

'SECTION .103—DESIGNATION OF WARRANTIES

Subsection (a) requires any supplier warrant ing a consumer product
in •H'1-itinp; to clearly and conspicuously designate tlie warrant-^ either
as a "full (statement of duration)"' 'warranty or guaranty or as ;i-
"liunicd"' warranty or guaranty unless exempted from doing so by
llie. Commission pursuant lo subsection (c). Only written warranties

-on consumer products incorporating the Federal minimum s1and;ird?
set forth in section 104 could be designated as ''full (slalriiienf. ol'
duration)" warranties or guaranties. These requirements for designat-
ing warranties and the provisions of section 101- would only sipply to
written warranties on consumer products actually costing tlie con-
sumer more tlian $10 (exclusive of taxes).
- Subsection (b) provides that tlic_provision? of sections 10-2, 103. -
'and 10-t do not. apply to statements or representations simihir to ex-
-pressions of general policy concerning customer satisfaction wliii.-li
arc not subject to any spocilic limitation. The reference here IH (o r-'iich
statements as "satisfaction guaranteed oryourmoney refunded" wlicie
there is no other statement and no limitation on the suppliers obli':;!-
tion. The subsection specifically provides, however, that such a state-
ment would remain subject to provisions of tlie Federal Trade
Commission Act and of section 110 (c) of this legislation which refers
to deceptive warranties.

The Commission may by rule define in detail the duties set forth
in section 104(a) and their applicability to warrantors of did'erent
kinds of consumer products wlio offer "full (statement of duration)"
warrnntics. The FTC could also by rule determine when a wananly
in writing did not have to be. designated as a "full" or "limited''
warranty. Tills authority would be granted by subsection (c).

SECTION 104—FEDERAL MINIMUM STANDARDS FOB WARRANTY

Subsection (;i) defines tlie duties that a supplier must assume if it
issues a "full" written warranty on a con-'mnor product. Such a
supplier (1) must us a minimum undertake the repair or replacement
within a reasonable time and without charge of .such consumer prodiK'l
in the case of a defect, malfunction, or fnilurc to conform willi such



written warranty, (2) may not impose nny limitation on iho duration
".i--̂  of unv impli"! wiirrunly on the product, itn<l (3) if tlie product (or .-i
,"'. component thereof) con'tains a detect or malfunction after a reasonable

• , number of attempts by tlie wsirrantor to remedy such defect or ri;il-
.'" . ' finiftion, the supplier nui»t permit tlie consumer to elect cither a

rrfund or replacement of such product or parts (as the case may be)
with an identical or reasonably equivalent product or part. In any
case in which replacement of ;i component part of a consumer product
is involved, replacement includes installing the part in the product
without charge.

.—-".;-..- The terms •'remedy'1', "replacement", "refund", and "without
-."^""-'""-'•chiir^e'" are dofmed in para.i.rraphs (>")). (fi), (7), and (11); respec- -
-__-„ _. moly, of section 101. "Remedy" sis used in CitlcT allows the warrantor
' ;?—— (o elect repair, -replacement, or refund. However, lie may nut clfrt
.-;::-_=•, to make a refund, unless lie is unable to provide a replacement iind
:-"-.-,.' repair is irot-Tommcrcially practicable or "cannot be timely niadc;_or
-"-"':' unless the consumer is willing to accept the. refund.

• • As defined ''replacement" means furnishinp a now consumer product
... -— which is identical or reasonably equivalent to tlic warranted product.
^~',.,. ''llefund" incans refunding the'actual purchafc price less depreciation
"—^"" based on actual use.
- - --. ^•>J^ term "williout charge" means the warrantor cannot assess tlic

consumer for costs tlic warrantor or his representatives incur in con-
nection with the required repair or replacement of a warranted con-

=•-• - .-pinner product. It doos not mean that tlie w.irrantor mn-.t necewarily
-' " -' compensate 'the consumer for incidental expenses. However, if any
^-;- - iiicnicntal expenses arc incurred because the repnir or replacement is
_^"_- not made within a reasonable 1-imc or boca-usc the warrantor imposes
_-_..."...nn unreasonable duty upon l.ho consumer as a condition of securing

. - repair or replacement then the consumer would be entitled to recover
such reasonable incidental expenses in an action .'tgainsL the warrantor.

Subsection (b) provides that a "full" warrantor may not impose nny
duty^other than notification upon any consumer as a, condition of
•securing repair or replacement of iiny consumer product which docs not
conform to tlio written w;irranty unless tlic warrantor can dcmon-

. „...... stratc that such duty is reasonable. Thus tlic burden, of proof would be
^/^y " on the warrantor. However, (lie warrantor may require as a condition

.<"' •̂ 't'''- for the replacement of any consumer product under a "'full" warranty
.: ' ' ~ •':~.•. that the replaced consumer product shall be made available to the
': \ '.' supplier free and clear of liens mid oilier cncuinbrnnces except as other-

- •---•- Anse Prodded by rule or order of (lie Commi-r-ion in in-.tancos ill which
---".•--;' ''"'-̂  •- , such a requirement would not be practicable. Makin;; tlie product
- —:_:. wliicli is to be replaced "available" to tlic \v;irruntor mi^ht, if it were

portable, include rcturniii;; it to (lie place where it was purchased. One
instance where, it is expected (hat tlie. Commission mii;ht excuse tlie

; consumer from returnini; tlic defective product to tlic warranlor fri'e
' and clear of liens and ciu'iiiiibraiiccs is where it lias become a pait of

real property which is subject to ;i inorty;i^e. It is (o be presumed tha i
Il ic niort^ii^or would not object to a, defect-free fixture replacing one

i wliicli is dcl'cdivc.
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Subsection (c) makes it dear that the warrantor under a '•f ill"
warranty inay be excu-ed from the duties under (lint warranty if
unrcn'onable use including failure to provide reasonable and ne( e".iry
maintenance caused the warranted consumer product, to fail (o 'on-
fonn to l1ic written warranty. The term "rciisoiiiihic and iu'(c";>ry
maintenance" is defined in section 101(4) to menu oneration-- ( 1 )
which the consumer rensonably can be expectct' to perform or lm\'c
performed, nnd (2) which arc ncccv-iiry to keep any consumer proikri.
performing its intended function and operating inthe manner (if any)
specified in the warranty.

Subjection (d) provides that if a supplier designates ft warianty
applicable to ft consumer product as a "full (statement of di i ra l i t i i^"
warranty then the warranty on the product slialt for (lie. purpose-, of
any Icpal action under lllis legislation or under Stale law be dceine-1
to incorporate at least, ihe minimum requirements of <cclion 10-1.

SECTION 10;—FULL AM-) LIMITED -WARRANTING OF A COXSUMEJl T'llOnVCT-

' Tins section mnkes it'elcar (hat the leg^latioh i.s not inlenil"'! 10
proliibit t l ic selling of a consumer product which has bolli i"';'. i
limited warranties applicable (•o it. However, such warranties m , !<L-
clearly and conspicuously differentiated. For example, t l io iu;iim-
facturer of a television pel, might oiler a full one-year warranty on tlic
picture tub?, but restrict the wnrrnnty to parts on all other pai'iri ( i f
tlie television set. Tliu parts warranty would, of course, hau1 to In'
designated as "limited".

• - . . - - - SECTION 10G—SERVICE CONTRACTS

• This section makes it-clear that a supplier may sell a service conlract
on a consumer product in addition to or in lieu of a warr;uity in wi i'.ins;
on aucli product if such contract fully >md conspicuously dl~clo r^ m
simple and readily understood lang:uai:e its terms and conditions.
Section 10G also authomes the Commission to prescribe rule^ v . i t l i
respect to the manner and form in which terms anil condil ioi i< of
service, contracts on consumer producl.s hhall be clearly find conspicu-
ously disclosed. The authority a:iven to tlic FTC under this -.cciion
with respect, to tho disclosure of (lie terms and conditions of sm-ire
contracts is coextensive witli the authority given to tlie Connin^-sioii
under section 102 with respect to tlie. disclosure of tlic terms and
conditions of warrant ie.s and does not detract from (lie Coinmifc&'iou's
basic authority to prevent unfair or deceptive acts or practices under
section 5 (;i) of the Federal Trade Commission Act.

SECTION 107—DESIGNATION OF REPRESENTATIVES

Tins section makes clear that the legii-lation does not prevent any
warr;mlor from <le^ia;nal'mi}; n representative to perform dut ies i ,nd<T
tlie warranty if there arc reasonable arrangements forcompeiis.ition of
tlic designated representative. However, no Midi de-ignalion would
relieve the warrantor of hid direct responsibilities to (lie coiii-iimer. nor
would il mukc tlie designated rcprcr.eiilalive a co-warrantor.
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*,̂ ''.̂ »:; SECTION 103—LIMITATION OF DISCLAIMER OF IMPLIED WA1UIANTIES
•'*.'•'•(:''"•"
--.-^S^',: Subjection (si) provides Ihnt no supplier inny disclaim or iTiodify liny
' ./l''' v' implied wiirr.-inly lo a. cm-.umer with respect in n consumer product, if

•• ' ••- (i) die siipplier'iniikes siny express wr.rrnnty in writing to the con-
. «.;;•-': sumcr with respect to such consumer product, or (2) at the linn.' of t-;ilc ,'
s ' 1 or within 00 days ( l icn ' i i f tcr ( l ip supplier enters i n t o n, service contrnct,

with lli<' consumer wine-It applies (o t l ic con'.iimcr product. In other
word', the iinplird wnrrunties of merc.lianlnbilily and fitness would
uppiv with respect (o a consumer product, whenever iin express wsir-
rnnt\- m wrilins is given with respect to llial product or at the, lime of

' ' 1 sale or witl>in 90 dsiyrf llieresiflcr tlie supplier enters into a service con-
» tmct witli tlie consumer tipplyins; to that consumer product. Any dis-

^ ^ _ - ' ... cisiimer, modification, or linntaiion made in violation of those pro-
^^^- '--^.visions would lie i)ic:Hfetlvc for purposes of nny action under title I
g'ĵ -JL-.-'i.:̂  or State law. Tilis subsection is designed to eliminate the practice of -
I'̂ .rJ -'.-."• pivins an express warranty vchile at the same tii)ie. disclaimuis implied -
~:"—^— - wiiiT.intie-s. This practice often has tlic effect of- limiting tlic rights of
'==--1-': -• ' - (lie consumer ratne.r tlian expanding JJicm as he might otherwise be
•:-,.̂ -T;- "r - led to believe.
'Z. ̂ i— \ - ~ Subsection (b) however, ninkcs it clear that if only" & "limited
^_ _., warranty" is given an implied warranty on theT.onsumer product may
~-— : ' be liniited to the "duration of such limited warranty if such duration is
-—.---̂ -•- consciouable and set forlli in cluar and unmislakcable language, and

" ^ ~ ' proinincntly displayed on tlie face of ihe warranty.

• SECTION 109—COMMISSION RULES

" Tlus section provides that rules prescribed for title I are, to be
prc'cnbod in accordance with, and arc-subject to judicial review under
tlu', provisions of (lie new section IS of tlic Federal Trade Coir.mi'sion
Act. which would be added by section'-202 of the legislation.

SECTION 110—REMEDIES

In subsection (a) (lie Congress declares it to be its policy to cn-
cncouragc warrantors to establish procedures whereby consumer dis-
putes are fairly and expeditiou^y settled through informal dispute
settlement mechani-'ms. The Commission must prescribe rules sett ing
forth requirements for any informal dispute settlement procedure
which is incorporated in any written warranty on a consumer product.
Such rules musl provide for tlic parlicipntion in such procedure In'
independent or government entities. It is essential tliat such cntiries
be completely impartial since they sire to bu involved in the dccision-
mnking process under such procedure.

The, rules prescribed by tlic FTC with respect to sucli informal dis-
pute setllemeni procedures must also prohibit paddling tlic consumer
with siny costs ^liicli would di.-L'ourage use of tin' procedure.

One or more suppliers could establish aii informal dispute, settle-
ment procedure wliicli is in accord witli the FTC's rules. This procedure
could bo incorporated in wrim'ii warranty on ii consumer product.
Thu supplier could llicn iT(|tiirr llisit tlie consunu'r iiui?t ini t ial ly resort
to sucli procedure be lore bringing siny action under section 110 (d).
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•̂ ."X •' A liiniled cxceplion is made to this refjiiirement in the case of r\.i-,
•^^S'" ^ action Fli-fore u cht-s may bo established for the purpose of pursuing n i l
l•:^w^•' - artiDitiitul^'i-01'11"" lH ' ^D . th r ac t i on inaybcb rDU^I i l • :ot! i : i t ( l i r<i , ' ;n
•:^^" ^ mil dclrriniiie. whplhrr '<• '"•iy 1'e inai i i ( ;ni i rd as a class su'tion s i in l < < .
•.̂ •''iL. ••-'.. i ' (iciormme the meinbers'nip of ihe class. Tlir legislation permits ;> cla - ^
:* /̂;̂ ;^;l-'' * nr'.ion (11 1".' broimht w i t h o u t first rcs'iHin^ to any inl'onral di;-pi!l"
.'̂ ~.^ - , * cctth'inc'il ]iro<-i'cl;in'. but I he cl.ii-a action could only be pm-hiied ID l i ' r
-„"-•?'!,. •r ^ . i»oint ix'rc^-'nry to c.-:(!il>l!!-'n ll'.c rrl)n'^('iit;>ti\'u r;>p;n'iiy of tin' i i s i i i i i i l
^'>;-'i^' nLiiiitiirs. At th;it. pui:it or iit .sonic liin;' prpvioriS to i-<;u'liin^ it l ' i > -

•—:..^-rt,'., / n;n"p<I p'ltiiiiiri's. a'fn'r iiiioriniii!; tin' di'ffiKli'nl t)i;>t tln'v ."re iir?;::;,-
• -'-c?--J-J:" k pn bplii i l l 'ot ' tlic clf'-s. would lisivr to n'&oit (o t l ic inl'oriiial (.Hspiitr .̂'. i -

• ^^'y-^ ,' ticmc'nt pi-ori.'duro b'-l'orf l i i r class nrt ioi i ruiild lit1 cni-ru-d I'nrtlti'r.
• • -f.-^' - ; ^ ;-.dvi«rri>.- I'n'cision in ;niy inTorinnl dispute i-cHlonicnt i»r()'vf('i'!r'.'

_ _ _^ _ '•.:'.—_•-- -. wniild ^lot In' si Imr to ;i f iv i l action on the warrf.iity involved in i!...-
'̂̂ ^^^^^^LJ -——^^proccfd i n i;, Init the decision rr.K.'hcd in any informal di'-putr ••c;(ir-

•-".-"ŷ TT^̂ S?̂ -;̂  --" '-- incnt ] i i>K-cdni ' (> rpl.itinp (o f>!iy inntlor-eiJn-idcrpd in sin-li procod;;;.
~ -—S——-— ^^ " -'wcnid Ixv admiasiblo in ii'iy civil i'.c(ion a'.'i'-inL; otit of a w;>rran(\ on •;
"-̂ Z^̂ "̂ '̂-"' "'"r'^—.-.ron-uincr prodiK't if the lircrcdurc coi)i))l;os wirht l i r I-"i'(.'"s riilr- .:'..!
-,-:.̂ '̂;̂ -7"•r ':'''"*''.'-ly inrorpora«;d asu psiil of a •\vrktt.'n warranty portai'r'n^ to coDSiin:.';

"""̂ .isr;:̂ ..̂ -̂  '•'"— - The FTC. is m.it.horiy.cn to review the bona fide opprntion of n'.'iy
-- --.-—-— . -^- ^.-" "'informal di-'putc scttloiiwnt procedure ^hn'h is made a prt'requi.-'.K' 'if

'••-;'—_-̂  -~~ ' " ' pur?uins ii-^t.'rti rcn'rdy under a warranly on a. foi'i-iuincr ) i r (Hi- ; ' '
^ -'-̂ "̂ r.."""-' - ''.--•; . --Suck iin'vii^v could be 'nndp upon the (.'oinmis-iion's o\\n ini i i i i l ivr n;-

_. - ' - '-" ' upon written coinplahn tik-d by any intrrcstfd jH'rson. If t l i c ' C u i i i i . • • • • -
sionfind^ that any sncb proc;durcoritsiir.])loincntnlion T;iiis to co;!.,>'-
witli th;' C'fiiiiini-'^ion'tf nilc:- it is aiithoii^cd to take whatever rpnii. ' ' . ;!

- ^—C-~- - • , nction if drtrrniincs neL-p-Fiiry under any autliority it lias uiidrr l i i^
— .̂-̂ J'̂ -.̂ -," . ------'- • jp^islation or any o'llior provision of law.
^""S^"^—.-':''-- ' -- Yoliri'-Oin'iiitto? px'purt? fhc FTC's" rulrsio csta'olish rK'ipQi'nLlr ;i;';i'
"̂ -::̂ ":̂ -:~::----- '̂ —'.-.-- Ijnnis wi t l s in whirli dft.'ii-Kins •niust bp n'arlicd.'11' a decision is •<r ;
———:——~-—^— :"._ '1'̂ - i-cad'.cd^wiihin 'IJic prcscribrd-tiine l in i i ts tlic consuinrr i-ould \K'y:i\.,
_\^—~ :- -'•- civil aition on Ilia warrnnty involved. - -
^^.-r--,',"'' " -- Subsfftion (b) provides that it is a violation of r-cclion 5()i)(l) uf •^r
••-,j^. . Federal Trade Comini-sion Act for ai^y person to fail to coinp'.v v i i i '
^^ :' any I'ccpnrcinont imposed on such pcr.'on by or pi'r?uant (o i'-:-'

•̂ J; ^ - i Icgisl.Xion or to violate any proliibilion containrd in l l i i? lo^-latioii.
•:: ;̂.r. - "Under snbrfection (c) the district courts of tlic United'State--; .ir>.'

'-;('i-̂ -- . • given jurisdiction over any action bron;;lit by (lie Coininis-;iiin lo
•^'./^•'t- - . restrain (1) any supplier from making a, deceptive v.\irri'.nty v i l i i
-;:̂ 'K:• respect to a consumer product, or (2) any pcrs-on from failing In
w.aKA- • comply- v\ i t l i sun- requirement hnpo-od on such iierson by or pur.-ii;..r.i
;5S.£??;,.' ', to tliis lca:i-lation or fruiii violatin?: :'ny in'olnbition contained in li.i'

'•I- . ~ ~ ~ — " legislation. In tlic proper »•:.'.•c't•lr.•..",t.".;'-.cc.'. ?. temporary restrainin" ti'.'i.'rr
••-^_ -_ or a preliminary injunction could be granted by llic court w i t h n i i i

^-—^ --' , bond. However, if i. complaint under section 5 of llie Federal Tra-l i-
~'y\,^ -- • Comnu-^ion Act were not filed witliin sucli i)eriod (not exceed'ii',' 10

dnys) HS miplit lie specified by tbc court after issuance of the tein)'i';':ir\"
' i restraining (irdcr or prelimiiury injin'.clion the order or injunc'.irii

would be dio-olved by (he court nnd be of no futlier force or cll'ecl. in
• -'' ' • tlio case. of an cnforcemi'iiL action ;>?:ainst a newspaper, mugay.ine, i > r
v" other periodical, the committee anticipates tlial tlic court. \\ould

H.Kviit. 93-1107———C
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follow Ibe procedures sot out in section 13(c) of the Federal Trade
/nmn'i-^ion Art . , . . . i •

Subjection (<1) V'^'^ 11 "y1'1 or '"••l0" t0 ""V consumer w1>o is
(lun'-i"<'d bv tll(-' r'"llll•(• l)f )1 ^ipl'l"'1' 1° comply will ' i'"y obli;;!»lion
»in<l<TVitle'I or under n war ran ty or service contriict a« those terni^
in- dclinrd ill section 101. TIlis would, of course, include implied
wnri-.inCu-s arising under State law. Tins right of action would permit
(lie consumer to briiitr suit in (1) any court of competent jurisdiction
in DIIV state or the District of Columbia, or (-2) in an nppiopriate
district court of (In' United States. However, in order tliat such a

• ' | suit !)(> broiiirht in a district court of tlic United States (1) each indi-
.-^:^:-:_:^_._ vidual claim would have to exceed Ihe sum or value, of .̂"i.OO. (-2)
J:̂ .-— -̂:̂ -̂ --":- (lip luatiL'r in controversy would Iiave to pxccpd tlic sum or vahu' of
.̂;:;̂ _^^^ - ^:,i).<n)0 (rsdusivp of intm-sts and coh.ts) computed on tl'.c basi's of all

••—3-___^"^,;;" claiiii-s'To lie drtorinincd in llif siii(,-<ind (3) if bronslit' "s a riass
'̂"~^~'"-*~:̂  - " • nclioii. tlie iiuinlicr of hainpd plaintilTs would have to equal or

'".TZ'"1 !̂''" - - ctf-ccd•100.r---:^^ ^ ^ " Tlio imrpo-p of tittle •iur'i?diction;il provisions is to avoid trivial or
-_—^—— ''-' insiiiuiJifant actions "hc3hs brou^lit a!>. class acllons in tho federal
—-;-.=:-.̂  -- courts. However, if flic conditions of this section arc met by a c1a<-s of
- '/_' '"^" ruiisiuners dainaL^d by'si failure to comply with a warranty as defined

.̂ —_^_ " • in Title. I or !i violation of Title I. Station 110(d) pliould l^c coii'trred
- rcusonalily to authorize the. maintenance of a cla-s action. In tins

context, your Coinmiltre would nupliasi/.e tliat tin;: i-t'etion is rempdi.il
in naluru and is de-ip'nod to f;>cilit;»te 1'clief wliicli would otherwise

,^s-,.—^.;.^ . not b'.'. available ;!? a practical ) i ) ; i t (cr for individual consumer;. In
———_.:1;;. particular. a<yui inn^ tli;'.t other rcnuireiTients for a class action aru
^•^—.l .̂..:: niet, your Coinii'.itii.'r does ^ot. believe tl iat t!ie iwjuin'mcnt oi" iudi-,
_~~^'" 7 _ vidnal notice to eacli potential cl'.»-s im-inber sliouid be invoked to ;>r<>-
'"".- — _ cliidr ft cla^-s action where tin' identification and notincin.ion of (lie
~-y."= •."--. - class members ia not ])o??ib1e sifter i'e;i?onnb1e eri'oit I)y tlie phiintin.
"~'^'-~ - • ' In considerins whether idrnt i fScat ion and nolilication of all mein-

'̂-•' bers of tlic class is po-?ib1c willi ie;',sonnb1e eilort, (he particular cir-
<<^' . cinnpiances of llu- p'ainllil ' or plaintill's sliouid be carefully evaluated
.^s:. by thp court, iiicliidin;; tlie qm-^ion of whether the nnanciiil Imrden
^iS^c-'. of pnch identification and notifk-ation would be likely to denv them
^ J ^ ^ ' relief.
ilF .̂'f '• Under tlic provision'; or riection 1?t37 of (illc. 2S, United Statcri Code,
^%1 • (lie district court'' of tlie. United Plates have original jurisdiction of
•5;^. ' anv vl\'^ !l('(i"ll or proccedin;; arisins under any net of Conp.Te.-ri
•f^', re^ulatins commerce. Tlie legislation lierein rcporled is, of course, an
_^— net of Couia-e,--" rcgnlatina; coininrrce. TIlis ordinal jurisdiction ve-'ted
5.;̂ -". - in (lie district courts by section 1;̂ 7 pertain-^ witliout regard to llic
;^.^-_ nmounL in controversy in any civil action or proceeding. Jn tlie

:̂; " absence, of (be:.e provisions a civil action on a wairanty under the
.̂' legislation could br brouglil in a district court of tlic United States

ig^r w-ith 'ul, regard to l l ir amount involved. Under the-monetary and other
•̂* '̂- limi ition included in subjection (,d), no action could lie brought in A

•;*?; Unii d States district court unless (lie overall matter in controversy
:̂-'. c.xccudcd S50.00U evclusive of inlere-ts »md cost, and no individual

? '̂- clain could be aggregated in any such action by joinder or in si clas.s
t^:
k^.- .

s.
'¥<"
^'
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•"' nclion unices it exceeded S25.00. In (uldilion to the^c requirements if
t - the ar(i"n is *o be brought ;is a class action, there must bo at least KiO
t liiinidl pir.intill's.

If ;i consumer finally prevails in any action brought in a Stale or
? rrdt'riil coiirL under the provisions of (his subsection, the couil 'ii.'y
i * allow liiin to recover as a part ol' the. judgment ;i fenin cipi.>l K) t i n -
-..« aggregate amount of costs and expenses (including nitorney.s' i're.s
""* h^srd on su-timl l i inu cxiicnrtrJ) rtetfrininrd by the courl, to lisivc l)f<-i i
'.< ivns(;n;ib1y iiiciirrcd by llic pl;imtill' in connection with tlie his l i tudf in
\ ond prosfcntion oi' tliu in'tion.
_^_ ^ . Subsection (e) iiroliibit.^ the brinc:inp of any notion un<1cr llii-;
^f-^—" -;-:- lt><:i.:1;iuon ror brcadi of si. w;irranty or service contrnc.t unless 'i!in
'i-'^~"--. '^^Ippr^on obligntcd under tlic Wiu-ranly or service conlract i-^ fir^t
'^~^-':~ •" nffnnlcd rt vc;'.s()nrt1>l<! opnorl unity to cure (lie breach. A limited o\cep-

'. - . ' - tion 16 lhi-< prohibiticn i^ innde in the c;i'e uf clit^A ;'iclior,^. The (•1.r,s
—'^-~- •- action may lie brought bTit. inny only-be carried to'lhc ]ioint. ol' f^rti '-

.̂--̂ —^ „. lipliiiip; i-hr rcprescntil.tivc eapncily of tin: n;une-d pl.'iinfilS'a nnt i l <!> ' i^ '
• »- - - -j^)i^>,^ p'lnini.nTs allord the defendant 'the opportunity to '•nr;' ll!'1.
7"- ^ ~"J'I'-n';'.ch vhilu notifying r'iisi thilt tlicy ;ue actini: on l)rl);)l t of t!n- cL-i-.-..'

Tlie ))rovisions of subpoction (c) would be inapplicable in any c.i!--'
i — - in which (lie consmner h",? in'lisilly roForfed lo an informal d^piiir
'; ' iirttlonent'procedure pivcribed in llu' warranty.

Subsection (f) provide^ tliat only the supplier nclnnlly niakin</ .1
.̂  written aliirmation of fact, promise, or nndertakina; sliall be deciiu-d

:,"-_. to have created a warranty for purposes of tin'; ••.cctimi 110. Any ridil-;
-;^-^-," ;• arising llicrcnndur may be enforced under section 110 by a c i \ i l
'^- ' ' ;>ctioii only againsfc such supplier and no other peisoii.

-'-'",•"'
-:r<-~ •

•s^..
-•S&L-^-

-^A'
'?• ••J- -

•«*'•, -'-r^ .-

i
' :•

-— - - • • " • . ei;CTIOX' 111—EFFKCT ON- OTJin; IAWS

Subsection (a) inakcs it clear that nothing in title I of the lc;:i^l;ition
shall be construed to repeal, invalidate, or supersede ihc Feder.il
Trade Con-siuission Act, any statute defined in the Federal Trade
Commission Act as an antitrust act, or the Federal Seed Act. In
addition the subsection also spells out that title 1 does not apply to
seed for planting.

Tlie. Committee rccosnixes that the proviAions of tin's title do not
cover the. totality of circumstances and articles of property for wliirli
wan-antics and service contracts arc given. Thus. subsection (a) would.
among oilier things, preserve the authority of (he Commis-ion tn
promulgate riue^ and i-^ue orders arlinnnting llic requirement-; PI
Section 5(;>') of the Federal Trade Comiin^ion Act witli respect t u
wniTanlie'; and service contr.icts falling outside of tlie scope of tille 1.

Subsection (b) provides thsit title I of the legislation will not
invalidate, or restrict any right, or remedy of any cou-'uincr under
State law or ail'i'ct tlie liability of or impose liability on any person frr
personal injury.

Any requirement of a State whether made by law or regulation
\ uch relate:? to labeling, disrlu-.ure or oilier mstlters regarding wrill . 'n
•ftarriinties or perform;>nce thereunder and winch is within the scopr
of sections 102, 103, and 104; and riilc-i implementing tliosc sections
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J -.i^ch is not the same us requirements of tho-se sections or those
" t̂rs would w>t ^"'l01' ^ihscction (c) he applicable to warranties on
consumer products complying with surh sections and rules.

Howvpr, it !m "Ppr0?1'11110 ^tatc agency applied to the 1' 1C and
the Commission determined tlitil any requirement of sucli State
corcnn"' »mv transaction to which title I of this legislation applies (1)
affords''"real cr protection to consumers than the requirements of
tit le I, mid (2) dues not unduly burden intei-btatc commerce, then th-e
St<»(e requirement would noL be, prccmplod by subsection (c). This
coemption would .apply lo the cxU'nl i-pccitsed in the determinntion of
(lie FTC and only lor <o Ion;.; as tlie State continued to lulmiiii-itcr
nnd cfrrctively enforce any such ^renter re(|iiiremi'nt.

Except for section ]02(c.) whicli prohibits the conditioniii? of a
woTTanlv on n consumer product on tlic use of any article or service
identified by brand, trade or corporate name, tlie provisions of lillc I
would be inapplmblo to any warranty, the making or content of
wliifh is otherwise srovcrncd by Federal law. I)' only a portion of a
written warranty is so governed by Federal law, the remaining portion
would be subject to tlie provision? of title L Thus, except for section
IdJ(c), "to (he extent section -207 u:f the_Clcan Air Act. and tlie rcpiila- •

- doiss of tlic Administrator of tlic Em-ironnicnini Protection Airency-
•apply to'-writtcn warranties on motor vehicles and engines, ilic provi-"

"sionsoftitlclwould-be'innpplicable.' -

. . _"^ SECTION 112—EFFECTIVE DATE ^"^

The-provisions of the lepi'lation wilrt.ake effect sb; montlLS after the.
dntc_of "cnnctmcnt. Of course tlie legislation will not apply to any.,
consumer product manufacture-l prior to such date. The requirements
of title I which cannot rca-;onal:ly be met without the promulgation of
rules by the FTC would take effect six months after the final publica-
tion of the rules. Tlie Commission could, for good cause shown; give
designafcd clashes oUuppUers up to-r'.n additional six months to brins;
•(heir wrrLlon warranties into compliaucc with rules promulgAtcd under- ^
title."!-.- _ ' ' . - -:

'Under subsection (c) tlie Commission is required to promulgote-in-
itial rules for llie, initial implementation of title I as soon as possible
after the dale of enactment of tlie legislation but in no event could
such rules be. promulgated later than one year after the date of tlic
enactment, of the legislation.

TITLE II—FEDERAL TRADE COMMISSION
IMPROVEMENTS

SECTION 201—JURISDICTION' OP THE COMMISSION'

This section amends sections 5, 6, nnd 12 of the Federal Trade Com-
mission Act so to expand un; FTC'i juirdn.tion from acts nud prac-
tices "in" interstate commerce to those "in or affecting'^ intor^late
commerce.

Tlie. existing jurisdiction of tlic FTC under sections 5, 6 and 12 of
tlic Federal Tradu Comiui^-ion Act is much narrower than t1io scope
of the "commerce clause" of the Constitution. Consequently many
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