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You have requested the Attornev General's apprcval of
Chrysler Corporation's Customer Arbitration Roard (CCAB) informal
dispute resolutiorn Mechanism pursuant to Alaska's Motor Vehicles
Warranties Act ("T.emon Law'), AS 45.45.300 -~ 45.45.360. We have
reviewed the following materjals submitted by Chrysler: Customer
Satisfaction Board Operating Guide; 1984 Audit of Chrysler
Corporation's Custcmer ArbEE;gtion Board; letter dated February
19, 1984, from vou to Linda M. O'Bannon in response to quastions
she posed to Chrysler; 1985 Warranty Information Booklet for New
Domestic Passenger Car and Truck Models; 1985 New Yorker Warranty
Information; 1985 Fifth Avenue Warranty Information; 1985 Dodge
600 Sedan Cperating Instructions and Product Information; and

Customer Arbitration Board Consumer Pamphlet (REV 9-84). To
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assess the program, we used the stancdards set forth in 16 C.F.R.
§ 703 on informal dispute settlement procecures.

I1. Short Conclusion

We conclude that the Chrvsler Customer Arbitration Board
does not substantially comply with 16 C.F.R. § 703. 1/ The
najor area of noncompliance is § 703.3(b), which requires the
board members be sufficiently insulated from the warrantor
(Chrvsler Corporation) so that decisions zre not influenced by the
warrantor. Because the CCAB allows a Chrysler representative and
a dealer representative to sit on the board and participate in
case discussions, the becard is not sufficientlv insulated from
Chrysler Corporation (the warrantor) to insure uninfluenced and
independent decisions.

ITT. Discussion

The duties of the warrantor are set forth in 16 C.F.R.

§ 703.2. Each subsection will he taken up individually.

1/Although the Alaska Attorney Ceneral does not ordinarily review
federal laws or regulations, in this instance it is necessary
because the U.S. Federal Trade Commission has not determined
whether Chrysler Corporation and the CCAB are in compliance with
16 C.F.R. 703. Further, it is our opinion that AS 45.45.355 would
allow the Alaska Attorney General to review an informal dispute
settlement rccedure and determine whether to approve or
disapprove the procedure regardless of an FTC determination of
compliance with § 703.
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A, 16 C.F.R. § 703.2(a)

Iy

This section provides:

(2) The warrantor shall not incorporate into
the terms of a written warrantv a Mechanism that
fails to comply with the requirements contained in
§¢§ 703.3 througch 703.8 of this pzrt. This
paragraph shall not prohibit a warrantor from
incorporating into the terms of a written warranty
the step-byv-step procedure which the consumer
shoulc take in order to obtain performance of any
obligation wunder the warranty as described in
section 1062(a)(7) of the Act and required by Part
701 of this subchapter.

Ve f£ind that Chrvsler Corporation is not in substantial
complierce with this section because the CCAB does not comply with
certain provisions of § 703. Moreover, Chrysler should not be
representing that the CCAR '"complies completely with FTC
regulations.'" Customer Satisfaction Operating Board Guide at 6R-1
and 6T-3 (hereaiter '"Operating Guide").

B. 16 C.F.P. § 703.2(b)(1)~-(4)

This secticn provides:

(b) The warrantor shall disclose clearly and
conspicuously at least the following information on
the face of the written warranty:

(1) A statement of the availability of the
informal dispute settlement Mechanism;

(2) The name and address of the Mechanism, or
the name and a telephone number of the Mechanism
which consumer may use without charge;

(3) A statement of anv reguirement that the
consumer resort to the lMechanism before exercising
rights or seeking remedies created by Title I of
the Act; together with the disclosure that if a
consumer chooses to seek redress by pursuing rights
and remedies not created by Title I of the Act,
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resort to the Mechanism would not be required by
any provision of the Act; and

(4) A statement, if applicable, indicating
where further information on the llechanism carn be
found in mareriels accompanving the product, as
provided in §703.2(c) of the section.

1. § 703.2(bY(1Y - Statement of availabilitv of Yechanism

e find that Chrysler Corporation substantiallv complies
with §703.2(b)(1). Page 1 of the 1985 warranty information
booklet has a reference to the consumer satisfaction procedure
found on page 17 of the booklet. 2/ 1In addition, on pages 4-5
there is a reference to the customer arbitration board. Pages 4-5

are the pages we believe a consumer would consider the "warranty

text," and therefore, mention oI the arbitraticn board on these
pages seticsfies the '"on the face of the written warrantv"
provision.
2. 8§ 703.2(b)(2) - Name, address, telephone number
Similarly, we  find  substantial compliance with

§703.2(b)(2) despite Chrysler Corporation's technical failure to
comply with this provision. The name of the Mechanism 1is
contained on page 5 of the 1985 warrantv bcoklet. Also page 1

refers the consumer to the customer satisfactior procedure on page

2/Page references zre to the 1985 Warrantv Information Booklet.
The Fifth Avenue and ew VYorker bhooklets contain the same
information in the same scquence, but the pages sometimes varv.
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17, which contains the Mechanism's nare. Because the CCAR has

many arbitraticn boards throughout the countrv, we cdo not believe

tt

it absclutely necessary for the standard warrantv "on its face' to
include an address for each board. Ue are satisfied that the
separate pamphlet called '"Customer Arbitration Board" which
centains the geographic listings for the wvaricus boards
substartially complies with rhe spirit, if neot the letter, of
§ 703.2(b)(2). This separate customer arbitration board pemphlet
is entirely devoted to the arbitration board procedures, and
consumers mav be more apt to turn to it than tc search the general

warrontv bockletr if a problem arises.

2, € 703.2(b)Y(3) - Peguirement *to first resort +to llechanism

e find substantial compliance with § 703.2(b)(3) bv the
statement on pages 4-5 of the 1985 UVarranty Information Booklet.
This statemert informs a consumer that a case must be submitted to
the CCAB before action may be taken under the Magnuson-loss

Yarrantyv Act: 3/ at the same time, it correctly represents that

3/Querv: Should this requirement bhe included in the regulations
for the Magnuson-lfoss Warranty Act, 15 U.S.C. §§ 2301 through
2312, if the Federal Trade Commission does not "pre-approve' the
mechanism before a manufacturer inclucdes a statement that it is a
requirement +that a consumer resort to the mechanism befeore
exercising anv rights under the Act? Without any approval
procedure prior to a manufacturer includirg that statement in the
varrantv, the statement may well be false or deceptive if in fact
(Footnote Continuecd)
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resort to arbitration is not necessary prior tec & consumer
pursuing state-created rights. e note that, if Chrvsler had an
Alaska-approved program, consumers pursuing their rights uncer
Alaska's '"Lemon Law" would tave to <Zfirst perticipvete in the
customer arbitration procedure (AS 45.45.355).

4, & 702.2(b)(4) - Turther irfornarion cn the Mechanism

e 2lco find substartial compliance with & 703.2(b)(4).
On rage 1 of the 1985 Varrantv Information Booklet is a reference
to page 17 setting forth rhe customer arbitration procedure. In
addition, page 5 also rerferences the procedure set forth on pages
17 and 18, and references the <ceparate custcmer arbiftration
booklet.

C. 16 C.T.2, ¢ 703, 72(c)(1}-¢7)

This secticn provides:

(c) The warrantor shall incluce 1in the
written warrantvy or ‘n a separate section of
materials accompanving the product, the following
information:

() Either (i) a form addressed teo the
Mechanism centaining spaces requesting the

information which the Mechanism may require for
prompt resoluticrn of warrartvy disputes; or (ii) a

(Frotnote Continued)

the mechanism does nct complv with § 703. Thus, even though this
program ir cur opinion dces not complv with § 703, consumers wvho
read through their warranty mav be mislead into believing that anv
consumer conplaint or dispute must Zirst po bhefore the Customer
Arbitrat-or PEoard befcre the consumer can seek to enforce the
warranty in court.
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telephone number of the Mechanism which consumers
may use without charge;
(2) The name and address of the Mechanism;

(3) A brief description o0of Mechanism
procedures;

(4) The time 1limits adhered to bv the
fechanism; and

(5) The types o0f information which the

Mechanism mav require Ior prompt resolution of
warranty disputes.

1. § 703.2(c)(1l) - Form addressed to the Mechanism
or roll-*free number

Chrysler does not include a toll-free number in its
Consumer Arbitration PBoard Booklet but, rather, includes a
tear-off preprinted Zform that 1is printed with the Customer
Arbitraticnr Board name but not anv address. In order to complete
the form a ccrsumer is required to lock through a two-page listing
by states oI the mailing address for the consumer's particular
state and £ill that address in on the form. This appears to be a
minor, technical issue as to whether having a preprinted form with
the name of the Cucstcmer Arbitration Board but not the address
comports with the requirement to heve a "form addressed to the
llechanisn." Although the CCAB is not in technical compliance with

§ 703.7%(c)(l), were this the only incidence of norcompliance, the

Attornev Ceneral would find the program in substantial compliance.
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2. £ 703.2(c)(2) - Yame and address

Chrveler Corporaticn is in coerpliance with
§ 702.2(c)(2). The Custoner Arbitraticn Tcard parphlet lists the
namnes and acdresses fer all state CCAR's. s/

2. § 703.2(c)(2) - Mechanism nrocecdures, and

§.7N3. 20 Ly - Time limits

-

"hile the Custecrer Arhitration 3Joard rarphle* ccnrtains &
good description of some of the CCAE procedures, it does rct
erxpiain the meciation precess which wves the hasic orf rthe FTC's
£ an everption to the CCAB of the time periods ser Torth in
16 C.F.E. § 703.5(e) at 49 Tred. Reg. 28307-08 (July 12, 198L).
The ITC irrosed three conditions on the exemption that extended
the Pule's 40-cdev time limit for arbitration to 60 davs

1. Cersumers are not required to participate in

nediation. Consumers mav terninate meaiation

before the process begins or at any time during

the process and still obtain a decision frem the
mechanism.

2. Upon rotification rfrom the consumer fthat he or
she elects to cease mediation and start the
arbitration process, the mechanism shall render a
decision within 40 days of such notificeztion or
within €0 davs of the date the mnechanism Iirst

4/We ncte that in the 1985 Dodge 60C fedan Operatlng Instructions
and Product Information cn page 110, there is a box at the botton
of the page including information cn the 'Customer Satisfaction
Board." As in 1985 the name of +he Customer Satisfaction Rcard
wae changed to Customer Arbitration Feoerd, this fact should be
rerlected not onlv in the warrantv booklets but also in anv other
information a purchaser of a new Chrvsler vehicle is civen. *o
avoid confusicn.,
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received noctification of the dispute, whichever is
-
less,

3. The procedures required bv conditicns 1 and 2

shall be disclosed clearl and conspicuously to

the consumer after the mechanism has receivec

notice of the dispute end prior to beginning the

rediation process.

As the CCAB pamphlet does not adecuately explain the
differences between mediation and arbitration and how the
mediation prccess impacts a pending arbitration claim with respect

to the 40-day versus 60-dev time limit, Chrysler is rot currentlwy

in compiiance with & 703.2(c)(&).

L. & 703.2(c)(5) - Informaticr requested

Chrvsler is in stbstantial cempliance vith
§ 703.2(e)(5). The Customer Arbitration Beard vpamphlet ‘nforms
the consumer that repair orcers and correspondence +ill be
requestec.

D. 16 C.F.R. § 703.2(4d)

This section provides:

(d) The varrantor shall take steps
reasorably calculated to make consumers aware of
the Mechanism's existerce at the time corsumers
evperience warranty disputes. Nothing contaired
in paragraphs (b), (c¢), or (d) of this section
shall 1limit the warrantor's opticn fto encourage
censumers to seek redrecss directlv from the
warrantor as long as the warrantor does not
expressly require cceonsumers *to seek redress
directly from the wvarranter. The warrantor shall
proceed 1iairly and expeditiously to attempt to
resolve all disputes subritted directlv to the
warrantor. |
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e £ind that Chrysler ic in csubstantial compliance with
this section. The 1985 Warranty Information Pooklet and the
cerarate Consumer Arbitrastion Board pamphlet are in each rew car's
glove compartment at the time of sale. In additicn, the '"Custcnmer
Satisfacticn Board" COperating Cuide indicates that hrrsler
Corporation ras available posters for their dealers, and requires

that the dealers clearlv and conspicuously display information on

Lt

joB

che Cucstoner Saticfaction

rt

PR
O4ar

program. Operating Cuicde at 6K-1.

D

ot

According to the 2984 udit, the information in the glove

compartment vas the primary source cf consumer knowledge about the

~reeram, follcwed bv information csupplied b a rerser vt the
Chrvsler cdealership. Siutv-seven percent of those responding knew
of the program because of the information in the glove compartment

end fourteen percent learned about the Customer Arbitration Board
from a person at the dealership. 1984 Audit at V-4,  Other
information sources acccunt for only one to four percent. A
contirued pregram of gleve compartment pamphlet and dealership
awareness of the CCAB should assure threshold femiliarity for the
consumer. ‘

The Consumer DProtection Sfection also conducted a
telephone survev of the five Chryvsler dealerships in Alaska. A
staff attornev, posing as a consumer, telephoned the dealerships

~w

in Junezu, Anchorage, Fairbanlis, 'enai, and Xodiak. The attornev
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called the service department 5/, explained that she was having
varrantvy prcblems with her 1985 New Yorker, bhad heard that

Crrwsler hed come kind of arbitraticn board, and wanted the

™

address. hen the service department referred her to the packet
of marterials in the glove compartmenf, she explained that her
husband had removed the booklets and she was uncble to find them.
Tcur out oI five dealerships gave the correct address.
Trhe £ifth, Kenai, gave the address of the =zone office and
erplainec the arbitretion board was at the same address. In
Anchorage, the service departmert said that the "consumer" (staff
attornev) shculd come in and pick up a tooklet because it

steps tc be tazken befeore arbitraztion. The staif

m
“
&)
-
']
pae
8]
m
0
n

attcrnev asked whether such steps were mandatory, and was told
that if she wrote directly to the arbitration board the board
weuld write back asking if the steps had been Zollowed.

These responses overall demonstrated an acceptable level

of familiaritv and willingress to give ccrsumers information about
the preogram in Alaska. Chrysler is therefcre in substantial
compliance with §703.2(d). NOTE: The Customer Arbitration Board

5/The prccedure was to ask for the service manager first, then
the assistart service manager 1if the manager was out, The
responses for the five dealerships came <from three service
managers, one assistant, and ore owner when the service manager
and ascsistant were both out,
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Pag

bocklet informs consumers that thev do not have to use Chrysler's
in-house consumer cemplaint procedﬁres but mav go directly to the
boerd. The warranty booklet implies that the consumer must Zirst
attempt to resolve disputes with Chrysler's in-house prccedures

hefore beinz 2ble to nresent disputes to the CCAB, 1985 Varranty

T
L

bt

nZorratisrn 2ook 17, anc the bLooklet should be chenged.
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This section provicdes:

(e) ‘'herever a dispute is submitted directly

tc the warrantor, the warrantor shall, within a
regsoneble time, decide whether, and to what
exzert, it will satisiv the consumer, znd inform
the consurer of irs decision. In its notificztion
tc the <consumer of 1ts decisiecn, the warrantor
shall include the ‘niformation reguired in
§ 703.2(b) and (c) of this section.

Ve have no information regarding disputes submitted
directly te the warranter and, therefore, can make no assessment
of substantial compliance with this section.

F. 16 C.F.R. § 703.2(£)(1)-(3)

This section precvides:

(f) The warrantor shall: (1) Respcnd fully
endé¢ promptly to Treascnable requests by the
Mechanism for information relating to disputes;

(2) Upon notification of any decisicn of the
Mechanism that would recuire action on the part of
the warrantor, icmediately rotify the Mechanism
whether, and to what extent, wvarrantor will abide
by the cecision; ancd

(3) Pertform any obligation it has agreed to.
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e have no information to evaluate compliance with (1),
and the onlv information we have to evaluate compliance with (2)
and (3) is the two statistical sheets for January to June 1984 and

July to December 1984 contained in the audit. According to those

figures, in the period Jenuarv to June 1984, ninetyv-one cases were

decicded by the boerd, *+ime for compliance had passed, end the
warrantor (Chrvsler Corporation) had nct complied. During the
period Julv through December 1984 the number was 122. The
regulations merelv provide that the werrantor must notify the
Mechanism whether, and to what extent, the warrantor will abide by
the decision. The decision cof the board is not bindirg on the
warrantor, according to the regulatioﬁs.

Chrvsler Corpocration, however, has made a determination
that a decision of the CCAB 1is binding on Chrvsler (the
warrartor). Consequently, there should be no situations in which
the time for compliance has passed and warrantor has not complied.
Pecause Chryvsler has agreed that the CCAB decisions are binding
upon it as the warrantor and Chrysler has not timely complied with
each CCAB decision, Chrvsler is not in compliance with § 703.2(f).

G. 16 C.F.P. § 703.2(g) and (h)

These sections provide:

(g) The warrantor chall act in good fajith in
determining whether, and to what extent, it will
abide bv a lMecharism decision.
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(h) The warrantor shall comply with any
reasonable requirements imposed by the Mechanism to
fairlvy and expeditiously resolve wvarranty disputes.
Again, because Chrvsler Corpcration (the varrantor) has

agreed that CCAB decisions are tinding on it (the warrantor),
Chrysler may not make a decision whether, and to what extent, it
will abide bty a lMechanism decision. Chrysler as warrantor mnust
abide. Therefore, trecause there were 212 cases durirg 1684 in
which the warrantor (Chrvsler Corporaticr) has not complied, we
conclucde that Chrvsler Corporation is not cperating in good faith
with its own Mecharism. Therefore, Chrysler Corporation (the
warrantor) is not in substantial compliiance with the gcocd raith
requirement of subparagraph (g).

Similarlyv, minimal compliance with reasonable require-
ments imposed bv the Mechanism would be abiding by the Mechanism's
decicion. That this did not happen in 213 cases impacts the
fairress and speed with which the Mechanisn 1is capable of
resolving warranty disputes. Chrysler Corporation 1is not in
compliance with the "shall comply" (emphasis added) requirement of
subparagraph (h).

H. 16 C.F.R. § 702.3(a)-(c)

These sections provide:

(a) The Mechanism shall be funded and
competentlv staffed at a level sufficient to ensure
fair and expeditious resolution of all disputes,
and shall rot charge consumers anv fee for use of
the liechanism.



R. T. Brambilla NMovember 13, 108§
Customer Satisfactior RBecard Page 15
166-181-85

(b) The warrantor and the sponsor of the
Mechanism (if other than the warrantor) shall take
all steps necessarv to ensure that the Mechanisn,
and its members and staff, are sufficiently
insulated from the warrontor and the sponsor, so
that the decision of the members and the
perfcrrance of the steff are not influenced bhv
either the warrantor or the sponsor. lNecessarv
steps shall include, at a minimum, committing funds
in advance, basing personnel decision solely on
merit, anc not assigning conrilicting warrantor or
spensor duties to llechanism staff perscns.

{c? The I!echanism <chall impose any other
reasonable recuirements necessary tc ensure that
the members and staff act fairly and expeditiously
in each cispute.

1. § 703.3(a) Competent staffing and adequate funding,

'e are concerred that the CCAB may nct te competently
staffed "at a level sufficient to ensure fair ard expeditfious
resolutiocn of all disputes." We have reviewed the resumes of the
Washington (and Alaska) Board. While we are impressed with the
qualifications of those indivicual board members, we are concerned
about the adequacy of training of the '"staff." The prinary
zéninistrative and staff duties of the CCAB appear to be carried

cut by the CCAB Zone Coordinator anc the Board's Executive

Secretary. While the Executive Secretary (elected by the three
voting members of the Board) is technically not "staff," the

duties of the Executive Secretarv 2re similar to staff functions.
Some of the duties are: (1) to coordinate formal communications to
and from +he Roard; (2) to derermine if there 1is surficient

information to arbitrate; (3) to reauest further <information Ffor
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centradictory evidence; (4) to disclose contradictory evidence;

(5) to cetermire if a customer is capable of adequatelv expressing

4
L

his or her case due to, for instence, a language barrier; (6) to

cernd questionnaires to consumers; (7) to prepare statistics; and
(8) to determine if the CCAB '"has jurisdiction'" over the case.

e

ie}

erating GCuide at &4D-1, 4B-?, ancd 5K-1, Adequate training 1is
necessary to carrv out these ''starf" functions. The CCAB
apparently uses written materials as its mein form of treining.
Audit IV-6, Answer to Ouestion #3. Audit TI-7, Answer to Question
#3.

The Executive Secretarv receives a ceny cof rthe Cnerating
Cuide but, according te the 1984 audit vreport, '"The Zone
Coordinator's Operating Guide is seldom used and needs updating."
Audit I-2. The Operating Guide does not include any informaticn
on state "lemon laws' or the FTC exemption allowing 20 daves for
mediation. Adeauate board and staff training is encouraged.

2. 8§ 702.2(b) - Insulated from warrantor

Our most fundamental criticism of the CCAE concerns the
lack of substantial compliance with § 703.2(b). The most glaring
deficiency we find is with the structure of the board, which
2llows a Chrysier Corporation (the warrantor) representative and a
dealer representative to sit on the bcard, albeit in a nonvoting
capacity. This we Z£ind to be incompatible with § 703.3's

directive that the members and sraff be sufficiently insulated so
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that their decisions are not influenced by the warrantor
(Chrysler).

Our concerns are shared by the auditors also. Zone
coordinators sometimes take charge of board mneetings, 6/ and
dealers sometimes sit in wher their own cases are being discussed.

1984 Audit at I-1. '"Vhile theoretically the Dealer Repnresentotiv

™

n

and the Chrvsler Representative are to take passive roles =<
advisors, this dcesn't always happen in practice. In Los Angeles
and Zoston, the zone coordinatecrs actually chaired the meetings.

In Memphis and Chicago the =zore coordinatcr exercised a strong

influence on the bcerd, as well," 1984 Audit at IV-13.
The cdecisionmakers must be insulated from rhis tvpe of

active or subtle pressure. The légitimacy of and confidence in
the decisionmaking powers are severely undermined when Chrysilier
Corporation representatives participate in meetings.

/e see no practical reason for participation by these
twe representatives. Their presence can only serve to add
on-the-spot oral information in a process that 3is supposed to
allow only for written submissions by the parties. The

deliberations of the voting board members in discussing the

6/Indeed, the Operating Guide states: ''The Zone Coordirator
chould moderate all . . . PRoard meetings, in accorcdance with the
prepared agenda . . . ."
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written submissions should not be tainted bv the presence ard
participation of either a Chrysler reprecentative or a dealer

reprccsentative. Their presence prcvides an imbalance, because the

corsumer d

m

nor there to also provide additicnal oral information.

In sum, this is the most disturbing departure
requirements in ZRule 703. It precludes our approval of the CCAB
even 1f the lechorism were in compliance with al
of the Pule. The CCAR pamphlet does not ever inform consurers
about the fwo nonveoting members of the BRBeoard.

LR S TR3A(aY-(0)

[

Thece sections provide:

(a) Yo member deciding & dispute shaix be: (1)
A party to the dispute, or an employvee or agent of
2 rertv other than for purroses of deciding
disputes; or

(2) A person who is or mav beccme a party in
anv legal action, irclucding but not Iimited to
class actions, relating to the product or complaint
in dispute, or an ermplovee or agent of such person
other than for purpcses of deciding disputes. For
purposes of this paragraph (a) a person shall rot
be considered a '"party" solely because he or she
acauires or owns an interest in a partv solelv Zor
investment, and the acquisition or ownership of an
irnterest which is offered to the gzenerazl public
shall be prima facie evidence of its acquisition or
ownership solely for investment.

(b) Vhen one or two mnembers are deciding a
dispute, all shall be persons having no direct
invclvement in the manufacture, distribution, sale
or service of anv product. Vhen three or more
merbers nre deciding a dispure, at least two-thircs
shall be persons havinzg no direct involvement in
the manurfacture, distribution, sale or service of
arv  product. "Direct involvement" shall not
inciude 2cquiring or owning ean interest solelv for
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investment, and the acquisition or ownership of an
interest which is offered to the general public
chall be prima facie evidence of its acquisition or
ownership solely for investment. Nothing contained
in this section shall prevent the members <from
consulting with any persons knowledgeable in the
technical, commercial or other areas relating to
che product which is the cubiect of the dispute.
(c) Members shall be interested in thke fair
and expeditious settlement of consumer disputes.

The CCAR consists of three voting members (a lccal
consumer acvocate, a general public member and a [National
Institute oI Automotive Cfervice Excellence technician), and two
nenvoting members (a Chrvsler Corpcocration representative and a
Chrysler-Plvmouth or UDodge dealer representative). Operating

Cuide at 4A-1. 16 C.F.R. & 703.4 concerns the affillations c¢I rthe
voting boarc members.

e have 1little information to assess substanticl
compliance with §§ 703.4(a) and (b). The Audit does not reveal
how many times a voting member had to be disqualified because he

or she was a party tc the dispute under consideration, or to a

potential suit or class action. § 703.4(a)(l) ancd (2). 7/

7/The 1984 Audit revealed that dealers sometimes sat in when
tReir own cases were being discussed. 1984 Audit at I-1. If this
means the dezler was actually participating as the dealer
representative, this would violate the Operating Guide even though
the dealer representative does not vote. Operating Guide at &4A-1,
("If ore of the Dealer members is involved in an arbitration case
dispute before the Board, the Dealer Alternate shall sit in on the
Board's consideraticn of that dicpute').
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lle have reviewed the resumes of the voting board members
who decide Alaska cases and conclude that the CCAB is in
compliance with the requirements of 8§ 703.4(b) and (c). The
voring hoard members appear not to have dircct involvement in the
manufacture, distribution, sale or service of the product, and

appear to be v©versons irterested in the fair and euxpeditious

cesslorant of commomar SdgnuTon, e/
hd “ ™ -
J. 16 C.F.R., § 702.5(a)

This section provides:

(a) The Mechanism shall establish vritten
ting procedures which shall include at least

opera

those itemns srecified in paragranhs (k) threuch (1)
o this section. Ccpies oI the written oprocecures
siizarl be rede available o anyv person unon request.

e ¢o nort “now whether ccpies of the Cperating Cuide are
available to anv person upon request as recvired bv § 703.5(a).
According to the Guicde, it is not to be given out by a Chrysler
tearm in a lobéying effort, although the '"Customer Satisfacticn
- .

Zoarc' Crerating Prccedures pamphlet may be. Cperating Cuide at

6R-1.

8/The practice of providing boarc members with Chrvsler vehicles
as "loaners" for product familiaritvy (Cperating Guide 5F-1,
paragraph 2) is discouraged to avoid anyv appearance of conflict.
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¥. 16 C.F.R, § 703 ,5(b)-(c)

<

These secrticns provide:

(b) Upon rctificaticn of a dispute, the
YMechanism shall immediatelv inform both the
warrantor and the «ccnsumer of receipt of the
dispute. :

(c) The Mechanism shall investigate, gather
and crgarice all information necessarv for a fair
and expeditious decision in each dispute. Uhen anv
evicerce gathered by or submitted to the Mechanism
raisee fcsues relating to the number of repeir
attempts, the length of repair periods, the
possibilitv of unreaconable use of the product, or
any other issues relevant in light of Title I of
the Act (or rules thereunder), including issues
relating to consecuential damages, or anv other
remecy under the act (or rules thereunder), the
Mechanism shall investigate these 1ssues. When
information which will or mzv be used in the
decision, submitted bV one partv, or a cocnsultant
under & 703.4(b) of this part, or anv cther cource
tendas tc contradict facts submitted bv the other
partv, the lMechanism shall clearlv, accurateiy, ard
completely disclose to both parcies the
contradictorvy information (and 1its source) and
shall provide both parties an opportunity to
explain or rebut the information and to submit
additional materials. The l!Mechanism <shall not
require anv information not reasonablv necessary to
decide rhe dispute.

We have little information aveilable to us to determine
whether the CCAB is in substantial compliance with § 703.5(b).
According to the sample taken in the 1984 Audit, the average
number of davs that elapsed before the board acknowledged a
consumer complaint was eighteen. This is almost double the ten
days stated in the Chrysler Arbitration Board booklet. This
eighteen-day lapse is not in substantial <compliance with

§ 703.5(t)>.
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From the inforratior available to us, it appears that
the CCAB 7s in substantial compliance with § 703.5(c). The 10984
Aucdit iIncluded in-person audits of six boards. Ouestions

concerning cortradictory information were asked. According to the

audit, the actual occurrence cf contradictory viewpoints is onily
between five percent and ter percent of all cases. 1984 Audit at
TV-15. The audift noted rhat, when contradicterv information was

involved, invariablv the technical representative was called upon.
Until the corrtradictions eare worked cut, the audit explairs, che
board coes rot meke a cdecision.

L. 16 C.T.2, 5 703.5(4)

This section provides:

(&) TIf the dispute has not teen settled, the
llechanism shall, e¢ expeditiously as possibhble but
at least within &40 days of notification of the
dispute, except &s provided in paragraph (e) of
this section:

(1 Pender a fair decision based on the
information gathered as described in paragraph (c)
of this section, anc¢ of any information submitted
at er. oral presentation which conforms to the
requirements of parzgraph (f) of this section (A
decisicn shall include anv reredies appropriate
under the circumstance, including repair,
replacement, refund, reimburcement ZIor ewvpenses,
compensation feor damages, and any other remedies
available under the written warrantv or the Act (or
rules thereunder); and a decision shall state a
specified reasonable time for performance);

(2) Disclose to the warrantor its cdecision
and the reasons therefor;

(2) If the decision would require action on
the part of the warrcntor, determine whether, and
tec what extent, warrantor will abide by its
decision; and
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(4) Disclose to the consumer its decision,
the reasons therefor, warrantor's intended action
(if the decision would reauire action on the parrt
of the warrantor), and the infeormation described in
paragraph (g) of this section. For purposes of
this paragraph (d) a dispute shall be deemed
settled when the llechenism has ascertained frem the
consumer that:

(1) The dispute has been =settled to <the
consuner's satisfaction; and (ii) the cettlement
contains a specified reasonable tirme for
perIormance.

We note as a threshold matter rhar <cke CCAB rejects
certein cases beczuse it has no "jurisdiction." The Customer
Arbitration Board pamphlet states:

Cases not qualifving for review are those already

in litigaticn, those dealing with accident, sales

celivery, or allegations relating to desigrn oI the

vehicle or part, or alleged obliigaticrs uncer an
implied warranty.

1t 1

The 1984 zudit indicates that there were 2,51C '"rno jurisdiction
cases from January 1984 to June 19284 and 3,096 such cases Zrom
Julvy 1984 to December 1984. Ve are unclear what Chrveler regards
as a discqualifying design defect allegation, =as many such
allegations could include parté covered under warrantv that
should be arbitrated by the CCAB pursuent to § 703. Recause we
did not review actual decisions, an independent assessment of
fairress of the decisions is not possible. Similarlv, the
telephone survev in the 1984 Audit 1is not a gcod measure of

fairness or satisfaction because the respondents cre, by

definition, biased.
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The Operating Cuide states that the repurchase or
replacement of a vehicle is rarely done. Operating GCuide at
5J-1. In fact, vrepair or replacement 1is the remedy under
Alaska's Motor Vehicle Uarrenties Act ("Lemon law'), AS 45.45.200
-- 45.45.360. This should be made clear to the CCAB when it is

ry Ty

sitting on a "lemenn Lau, ratker than a '"llagnuson-Mess" (15

(

[y
(U]

C.5.C. §§ Z

01-2112

p—g

, case,
Finally, we note a discrepancy in the manner in vhich the

boerd is instructed to compute depreciation. The Cperating Cuide

indicates deduction rfor depreciection at a =speciified rate: for
example, 15 oercent or a mnileege charge =such as .7c¢ per mile.
Operating Guide 3J0-1. The Alaska 'Lermorn Low' Tequires that

derreciation be calculated by a straight-line <Zerrcciaticn method
over seven vears. AS £5.45.260(C¢). This sheould be explained to
the board when it is deciding a "Lemon Law' case. Until the
above-noted changes are made, the CCAB is nct in substantial
compliance with § 703.5(d)(1).

With regard to 16 C.F.R. § 703.5(d)(2)-(4), we find that the
CCAR is not in substantial compliance with the regulaticns that
apply.

Regarding § 703.5(d)(2) and (&), the CCAB apparently is nct
in substantial compliance with the requirement that the reasons
for the decisicn be given to the consumer and the warrantor. The

1084 Audit shows that only fifty-six percent of the decisions
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included an explanation of the basis for the decision. 1984

Audit at V-28. Because the basis for the decision is wverv

important to the consumer's acceptance of a decision, fifty-six
percent cannot be regarded as substantial compliance. Although
some cf the other forty-four percent may be cases in which no
explanation is given beczuse the consumer is awarded all of what
he or she wants, lack of 2p explanation mav be the basis for many
cases in which the time for compliance has passed btut the
warrantor has not complied. There were ninety-one such cases
between January and June 1984 and 122 between July and December-
1984, despite the fact that CCAB decisions are bindirng on the
warrantor according to the Operating Cuide.

Because the CCAB mnakes the board's decisior binding on the
wvarrantor, § 703.5(d)(3) is irapplicable.

M. 16 C.F.R. & 703.5(e)

This section prcvides:

(éd) The Mechanism mav delay the performance
of its duties under paragraph (d) of this section
beyond the 40 day time limit:

(1) Where the period of delayv is due solely
to failure of a ccrsumer to provide promptlvy his or
her name and address, brand name and model number
of the product involved, and a statement as to the
nature of the defect or other complaint; or

(2) For a 7 day period in those cases where
the consumer has made nc attempt to seek redress
directlv from the warrantcr.

The forty-dav time rperiod in this section has been

extended to siwty davs for the CCAB, presumablv for a twenty-dav
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rreliminary attempt at mediation before arbitration. According to
the 1984 Audit, 692 cases were delayed bevond the forty (sixty)
davs for socme reason other than the ccnsumer's failure to submit
informaticn during the period January to June 1984, and 821 cases
were so delaved during the period July through December 1984,
Because the regulation onlv allows delay based on consumer
problems, the CCAB appears not tc he in substantial compliance
with § 703.5(c).

M. 16 C.F.R. § 7G3.5(f)

This section provides:

(£) The Mechanism mav allow ar ocral
nresentation by a partr *o a dispute (or a partcy's
representative) onlvy if : (1) both warrantor and

consumer expressly agree to the presentation;

(2) Prior to agreerment the !Mechanism Ffully
discloses to the consumer the Icllecwinz
information:

(i) That the presentation by either party
will take place only ii both parties so agree, but
that if they agree, and one party fails tc appear
at the agreed upon time and place, the presentation
by the other partv mav still be allowed;

(ii) That the members will decide the dispute
whether or not an oral presentation is made;

(iii) The proposed date, time and place for
the presentation; and

(iv) A brief description of what will occur
at the presentation including, if applicable,
parties; right to bring witnesses and/or counsel;
and

(3) Each party has the right tc be present
during the other partv's oral presentation.
Mothing contained in this paragraph (b) of this
section shall preclude the !Mechanism from allowing
an oral presentation by one party, if the other
party fails to appear at the agreed uvpon time and
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place, 2s long as all of the requirements of this
paragraph have been satisfied.

The CCAB procedures do not allow for oral presentations.
Oral presentations are not required by § 703.5(£f).

Yevertheless, because orf the nparticipaticn or che
Chrvsler ancd cdealer representatives as nonvotirg members, the
CCAB. in effect, grants the warrantor (Chrvsler Corporaticn) an
oral precsentation or hearing even though the CCAZ does not grant
the Chrvsler customer an oral hearing. In fact, the Chrvsler
customer is not even made aware of the participatiocr of these two
nonvotirg members. As long as the CCAB allows arv oral
presentation bv the two nonveting members or anv  other
repreccsentatives of the warrantor or dealer, the CCADB must comply
with § 703.5(Z). The CCAR, iIn cur opinion, is nct currentlv in
cempliance with § 703.5(H). It could be debated extensively
whether oral presenrntations would be helpful! for consumers and,
therefore, should be allowed by the CCAB. Cn the one hand,
consumers may be better able to express themselves orally than in
writing. On the other hand, perhaps an equal number of consumers
are less orally articulate and more articulate in writing. In
general, if consumers wish an cral presentation our preference
would be that it be allowed, but we reccgnize that the Rule dces

not reauire it.
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0. 16 C.F.R. § 703.5(g)

This section provides:

(g) The Mechanism shall inform the consumer,
at the time of disclosure required in paragraph (d)
of this section that:

(1) If he cor she is dissatrisfied with its
decision or warrantor's intended acticns, or
eventual performance, legal remedies, including use
ci esmall claims court, may te pursued;

(2) The lMechanism's decision is admissible in
evidence as provided in section 110(e)(3) of the
Act; and

(3) The consumer mav obtain, at reasonable
cost, copies of all Mechanism records relating to
the consumer's dispute.

Ve find that the CCAB is in substantial compliance with
this section. The statement of decision form, vhich is exhibit G
to the Operating Guide, informs a ccnsumer that he or she may
pursue other legal remedies including small claims ccurt, that the
board's decision is admissible in a subsequent legal proceeding,
and that the consumer may obtain at reasonable cost all copies of
records relating to his or her dispute. 1In addition, the Customer
Arbitration Board booklet states that a customer may pursue other
legal remedies, but that a board decision is admissible in a
subsequent court proceeding. Finally, Exhibit G tells the
consumer that records of the dispute may be obtained at reasonatle

cost,

P. 16 C.F.R. § 703.5(h)

This section provides:

(h) If the warrantor has agrced to perform
ary obligaticns, either as part of a settlement
agreed to after notification to the Mechanism of
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the dispute or as a result of a decision under

paragraph (d) of this section, the Mechanism shall

ascertain frer the consumer within 10 working days

of the date for performance whether performance has

occurred.

Ve cannot determine whether the CCAB is in substantial
complience with this regulation. Exhibit J-1 to the Operating
Guide is a fcrm letter to consumers following up on those cases
awarding repaire. Although it is impossitle to deterrmine Zrom the
form letter whether it is sent within the ten-day limitation of
the Rule, the Operating Guide <directs the board to send the
questionnaire within the ter davs. Operating Guide at 6U-1. In
addition, the Customer Arbitration Boarc »ool:let cstsztes that the
board will contact a customer who has heen ewarced rerairs within
ten working davs after the repairs are tc te periormed. The audit
information reports that 91 dave elapsed from the £filing of the
complaint before the follow-up contact was made. 1984 Audit at
V-28. Uhether the "10 dave from day dealer must act" rule has

been met cannot be determined from the materials submitted.

0. 16 C.F.R, § 703.5(1)

This section provides:

(i) A recquirement that a consumer resort to
the Mechanism pricr to commencement of an action
under section 1iC(d) of the Act shall be satistfied
40 days after notificaticn to the llechanism of the
dispute or when the lechenism completes all of its
duties under ©paragraph (d) of this section,
whichever occurs sooner. Except that, 1if the
Mechanism delavs performance of its paragraph (d)
of this secticn duties as allowed by paragraph (e)
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of this section, the requirement that the consumer

initially resort to the Mechanism shall not be

satisfied until the period of delay allowed by
paragraph (e) of this section has ended.

This provision does not require any action of the
echanism, and therefcre, whether the CCAB is in substantial
compliance is inapplicable. It is unclear £from the materials
submitted whether those cases that were delayed bevond the forty-
day period (simty davs for Chrysler) actually resulted in

consurmers IZiling ccurt acticns prior to a board decisicn,

R, 16 C.F.R., & 703.

n

(1)

This section provides:

(i) Decisions of tbhe l'echanism shall not te

legally binding c¢n anv person. Lovever, the
warrantor shall act in good faith, as provided in
§ 703.2(g) of this part. In any civil action

arising out of a warranty obligation and relating

to a matter considered by the Mechanism, any

decision of the Mechanism shzll be admissible in

evidence, as provided in section 110(a)(3) cf the

Act.

As noted above, the CCAB itself makes decisions of the
board binding on the warrantor (Chrysler). We repeat that a
question of the warrantcr's good faith arises because, according
to the 1984 Audit figures, there were many cases in which time for

compliance had passed and the warrantor had not complied.

S. 16 C.F.R. § 703.6(a)

This section provides:

(a) The lMechanisnm shall maintain records on
each dispute referred to it which shall include:
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(1) MName, address and telephone number of the

consumer;

(2) Name, address, telephore number and
contact person of the warrantor;

(3) Brand name and model number of the

product involved;

(4) The date of receipt of the dispute and
the date c¢f disclosure *to the ccrsumer of the
decision;

(5) All letters or other written documents
submitted bv either party;

(6) All other evidence <collected by the
Mechanism relating <te the dispute, including
sunmaries of relevant and material portions of
telephone calls and meetings between the Mechanism
and any other person (including <censultants
described in § 703.4(b) of this part);

(7) A summarv oI anv relevant and mnaterial
information presertea by either partv at arn cral
presentation;

(8) The decision of the members including
informatrion as to cate, time and place of meeting,
and the identitv cf members voting; or information
on anv other resolutiorn;

(9) A copy cf the disclosure to the perties
cf the decision;

(10) A stetement oi the warranter's intended
action(s);

(11) Copies of follow-up letters (or summaries
of relevent and material porticens oI follow-up
telephone calls) to —consumer, and responses
thereto; and

(12) Any cother documents and comnunications
(or summaries of relevant and material portions of
oral communications) relating to the dispute.

Although we have not reviewed any specific case files,
we believe that the CCAB, at least in theory, is in substantial
compliance with this section as to complaints fthat were not
rejected on a jurisdictional basis. Ve are concerned about record
lieeping for persons rejected bv the CCAB on the bhasis of

jurisdiction, such as the allegation of a '"design defect," and
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for persors who participated in mediation and did not proceed to
arbitration. The 1984 Audit indicates that, overall, records and
case files were vell meintained and complete. 1984 Audit at I-1.
Section 703.6(a)(10) is inapplicable btecause the board's decision
is bindirg on the warrantor (Chrysler).

T 16 C.F.R, £ 703 ,6(kh}-(£)

This section provides:

(b) The Mechanism shall maintain an index of
each warrantor's disputes grouped under brand name
and subgrouped under the product model.

(c) The Mechanism shail maintain an index for
each warrantor as will shcow:

(1) All disputes in which the warrarntor has
pronised some performance (either bv sgettlement cor
in response to a Mechanism decision) and has Zailed
to comply; and

(2} All disputes in which the warrantor hes
rerused to abide bv a Mechanism decision.

(éd) The l!Mechanism shall maintain an incex as
will show all disputes delayecd beyond the 40 davs.

(e) The Mechanism shall compile semi-annually
and maintain statistics which show the number and
percent of disputes in each of the £following
categories:

(1) Resolved bv staff of the Mechanism and
warrantor has complied;

(2) Resolved by staff of the llechanism, tine
for compliance has occurred, and warrantor has not
complied;

(3) Resolved by stafZ of the !Mecharism and
time for compliance has not vet occurred;

(4) Decided by members and warrantor has
complied;

(5) Decided by members, time for compliance
has occurred, and warrantor has not complied;

(6) Decided by members and time for
compliance has not yet cccurred;

(7) Decided by members adverse to the
consumer;

(8) Mo jurisdiction;
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(9) Decision delaved beyond 40 days under
§ 702.5(e) (1) of this part;

(10) Decision delaved bevond &40 days under

€2.5(e)(2) of this part;
(11) Decision delaved bevond 40 davs for any
other reason; and

(12) Perding decision.

(f) The Mechanisn chall retain all records
specified in paragraphs (a) through (e) oI this
section for a least 4 years after firal disposition
oz the dispute.

§ 7

e

-~

‘ind that the CCAB in theory substantiellv complies
with thiec section of the regulations except as to (e)(1l), (2), and
(3), although we did not independently review CCAZ records. The
Operating Cuide sets forth the requirements orf the annual FTC
audit, which essentielily reiterates the categories ccrtained in

§ 703.6(b)-(e). Cperating Guide at 6T-2 to 6&T-5. Presumably
£ 703.6(c)(2) 1is 1inapplicable btecause Chrvsler agreed rhat the
CCAE cecision be binding on it as the warrantor. ‘ThereZore,

Chrysler could not legally refuse to abide by the decision.

U. 16 C.F.R. & 703.7

This section, cencerning aucdits, provides:

(a) The Mechanism ghall have an audit
conducted at least annuallv, to deterrnine whether
the Mechanism and its implementation are ir
compliance with this part. All records of the
Mechanism required to be kept under § 703.€ of this
part shall be available for audit.

(b) Each audit provided for in paragraph (a)
of +«his section shall include at a minioum the
feollowing:

(1) Evaluaticn of warrantor's efforts to male
consumers oware of the Mechanism's existence as
required in § 703.2(d) of this part;
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(2) Review of the indexes maintained pursuant
to § 703.6(b),(c), and (d) of this part; and

(3) Analysis of a random sample of disputes
handled by the Mechanism to determine the
followving:

(i) Adequacy of the Mechanism's complaint and
other forms, investigations, mediation and
follow-up efforts, and other aspects of complaint
handling; and

ii) Accuracy of the Mechanism's statistical
compilations under § 703.6(e) of this part. (For
purposes of this subparagraph '"analysis'" shall
include oral or written cortact with the consurers
involved in each of the disputes in the random
sample.)

(c) A report of each audit under this section
shall be subnitted to the Federal Trade Commission,
anc shall be mace available to anv person at
reasonable cost. The Mechenism may direct its
auditor to delete names of parties to disputes, and
idertity of procucts involved, <from the audit
report.

(d) Auditors shall be selected by the
Mechanism. o auditor mav be involved with the
Mechanism as a warrantor, sponsor or member, or
emplovee or agent thereof, other than for purposes
of the audit.

Based solelv on the content of the available written
audit materials, we find that the CCAB 1is in substantial
cocmpliance with these audit requirements. UWe have reviewed the
1984 Audit but have made no independent attempt to verifv the
audit information. In several respects, however, as noted in this
opinion, we disagree with the auditor's conclusion that the CCAB
substantially complies with § 703. We may, in any future request
for approval pursuant to AS 45.45.355, require information cn the
selecticr of auditors, the auditors themselves, and the auditing

process.
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V. 16 C.F.R. § 703.8(a)-(£f)

This section, 7regarding openness of records and

proceedings, provides:

(a) The statistical summaries specified in
§ 703.6(e) of this .part shail be availeble to any
person for inspection and copying.

(b) Except as provided under paragraphs (a)
eard (e) of this <cection, and paragraph (c) of
§ 703.7 oz this part, all records of the Mechanism
mav be kent conziicdential, or made available only on
such terms ancd conditiors, or in such form, as the
Mechanism shall permit.

(c) The policy of the lMechanisn with respect
to records made available at the Mechanism's option
shall be set out in the procedures under § 703.5(a)
oZ this part; the policr shall be applied uniformlv
to all requests for access to or copies of such
records.

(d) leetings of the members to hear ond
decice disputes shall be open =o observers on
reasoneable and nondiscriminatery terms. The
identity oI the parties and prroducts invoived in
disputes need not be disclosed &t meetings.

(e) Upon recuest the Mechanism shall provide
to either party to a dispute;

(1) Access to all reccords relating to the
disruvte; and

(2) Ccpies of any records relating to the
dispute, at reasonable cost.

(£} The Mechanism shall make available tc any
person upon request, informaticn relating te the
qualifications of Mechanism staff and members.

The statisticel summaries appear to be available for
inspection and copying as provided in § 703.8(a). According to
the 1984 audit, the meetings of members are open pursuant to
§ 703.8(d), although it seems few outsiders attend. 1984 Audit at
IV-6. Ve telieve, however, that the requirement that the neetings

be open to observers on reasonable and ncrdiscrininatory terms is
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violated by the CCAB's policy of not notifving consumeré of the
time, place, and date the CCAB will meet. To allow both a Chrysler
cealer and a Chrysler corpcrate representative tc be present and
to take part in the CCADR discussicn i1Zf the consumer is not allowed
to attend (because the consumer is not nectified of the meeting of
the Board) is discriminatorv.

..ccess to reccrds Y3 allowed, and copies of the consumer
file may be made at reascnable cost, which Chrysler has determined
to be I>. Cperating Cuice at 6J-1.

2rother deficiency with regard to compliance with this
section of the Rule aprears to be the absence of procedures ir the
operating gcuide for disclosure of nonstatistical inforration to
ronparties. This absence mav be because CCAE has decided to lkeep
all such information confidential and therefore did not cdraft

procedures regarding disclosure of these records.

IV, General Cormments

The CCAB does not have an arbitration board in Aleska,
and all arbitratione for Alaska consumers are held in Seattle,
Vashington. This presents the issue of whether the CCAB is ip
compliance with 16 C.F.R. § 703.8(d). Since Alaske consumers
would have substantizl expenses in attending (observing) a CCAB
meeting in Seattle, holding a CCAB meeting in Seattle for Alaskans

may be discriminatory.
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The Operating Guide indicates that only Chrysler's
Customer fSatisfzction Board ''complies —completely with FTC
regulations.”" COperating Cuvide at AR-1 and 6T-3. Ve disagree with

s not in

e

that statement because in our opinion the CCAB
substantial compliance with 16 C.F.R. § 703.

Znn zhe Cperzting Guide, there mav be corfusion in the
rethod susgestea o cemrute <he third-vartvy arbitration cost. The
resolution expense as defined in the guide includes expenses to
Chrvsler acdced to expenses to the deeler. and then appears to add
owner-ceclined reimbursements. Cperating GCuide at 6M-2. Ve
believe that cvner-declined reirburszements should not he added to
the resolution expense, because the owner never receives those
reimbursements. These declined expenses should be subtracted from

the sum of Chrvsler and dealer experces.

V. Conclusicn

There is no doubt that manuiacturer-sponsored
arbitration programs could be valuable in resolving ceonsumer
disputes and could offer an alternative to costly and protracted
litigation. Beceause many consumers will never iile lawsuits, an
arbitration mechanism should afford an opportunity Ifor an unbiased
examination of warranty disputes. The 1984 CCAB audit £figures
indicate that sixtv percent of consumers got all or scme of what

they asked for. 1984 Audit at V-32, This 1is evidence oI a
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quicker and certainly less expensive methed of consumer redress
than conventional litigation.

The Chrysler and the dealer representatives'
participatien on the CCAB as nonvoting members 1is the most
apparent cdeparture from 16 C.F.R. § 703. There is no justifiable
rezson for this presence, end such a procedure unduly influences
the voting members. As the linchpin of the precgram. the voting
board should be above biased pressures and the appearence of
impreoper influerce. Therefore, the CCAB request Zfor approval

pursuant to AS 45.45.355 is denied.

Cingerely,

HAROLD M. BROVNM
ATTORNEY CENERAL

HMB:SS:LMO:ssr



