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Re: Chrysler Corporation's Customer ("'I 
Arbitration Board1 ~ ~. ' 7 

Our file: 166-181-85 

Dear l!r. Brcmbilla: 

I. Introcuction 

You have reauested the Attorney General's apprcval of 

Chrysler Corporation's Customer Arbitration Bo~rd (CCAB) informal 

dispute resolution ~~echanist:1 pursuant to Alaska's t'!otor Vehicles 

tJarranties Act ("!,emon Law"), AS 45.45.300 45.45.360. We have 

reviewed the following mater5als submitted by Chrysler: Customer 

Satisfaction Board Operating Guide; 1984 Audit of Chrysler 

Corpornt:ion's Custc,rner Arb~tion' Boarc; letter da~ed February 

19, 1984, from you to Linda M. O'~annon in response to qu~stions 

she posed to Chrysler; 1985 Warranty Information Booklet for New 

Domestic Passenger Car and Truck Hodels; 1985 New Yorker l-larranty 

Infort:iation; 1985 Fifth Avenue \varranty Information; 1985 Dodge 

600 Sedan Operating Instructions and Product Information; and 

Customer ftrbitrntion Board Consumer Pamphlet (REV 9-84). To 

OJ-CJOLH 
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as ses s the progran, 't-7e used the s tC:.flcRrds set forth in 16 C. F. R. 

§ 703 on informal dispute settle~ent procecures. 

II. Short Conclusion 

We conclude that the Chrysler Customer Arbitration Board 

does not substantially comply with 16 C.F.R. § 703. ]j The 

oej or area of noncompliance is § 703.3 (b), which requires the 

board members be sufficiently insulated from the warrantor 

(Chrysler Corporation) so that decisions are not influenced by the 

warr2ntor. Because the CCAB allows a Chrysler representative and 

a dealer representative to sit on the board and part:"cfpate in 

case discussions, the board is not sufficiently insulated from 

Chrysler Corporation <the \>larrantor) to insure uninfluenced and 

independent decisions. 

III. Discussion 

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

§ 703.2. Each subsection will he taken up individually. 

l/Although the Alaska Attorney General 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 uith 
16 C.F.R. 703. Further, it is our opinion that AS 45.45.355 would 
allow the Alaska Attorney General to review em informal dispute 
settle"Clent prccedure and deternine '\.;rhether to approve or 
rlisapprove the procedure regardless of an FTC ceternination of 
compliance with § 703. 
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(a) The warrantor shall not incorporate into 
the terns of a written \Varrantv a r~echanism tha t 
fails to comply with the requir~ments contained in 
§ § 703.3 throw;h 703.8 of this pErt. 7l:is 
paragraph shall not prohibit a warrantor from 
incorporating into the terms of a written 't-;'arranty 
the step-by-step procedure which the consumer 
shoule take in order to obtain performance of any 
obligation under the warranty as descrihed in 
section 102(a)(7) of the Act and required by Part 
701 of this subchapter. 

He find that Chr::rsler Corporation is not in substantial 

cornpliarce with this section because the CCAB does not comply with 

certain provisions of § 703. t-Ioreover, Chrysler should not be 

representing that the CCAn "complies conpletely 'tvith FTC 

regulations." Customer Satisfaction Operating Board Guide at 6R-1 

"md 6T-3 (hereafter "Operating Guide"). 

E. 16 r.F.~. § 703.2(b)(1)-(4) 

This section provjdes: 

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

(l) A statement of the a.vailability of the 
informal dispute settlement tlechanism; 

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

(3) A statement of anv reouirement that the 
consurr.er resort to the t!echanisQ' before exerc5.sing 
rights or seeking remedies created by Title ! of 
the Act; together uith the disclosure that if a 
consumer chooses to seek redress by pursuj.ng rights 
and remedies not created by Tit Je I of the Act, 
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resort to the !1echanism ,voulc not be required by 
any provision of the Act; and 

(4) A statenent. if applicable, incicating 
,vhere further infoIT"lation on the t:echanism car. be 
::ound in r.arerials accor::pc?nying the product, as 
provided in §703.2(c) of the section. 

1. 5 703. 2(b) (l' - StatEment of ava5.labi1itv of !!echanisl"'. 

He find that Chrysler Corporation substantially 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 r .. , 0_ the booklet. 2/ In aedition, on pages 4-5 

there is a reference to the custoner arbitration board. Pages 4-5 

are the p2.fes we believe a consur.;er ,-lOuld consider the "uarranty 

!:ext," and tl:erefore, IT'.ention of the arhitration board on these 

pages s2tisfies the "or.. the ::ace ("If the Hritten \·:rarranty" 

provision. 

~ 703.2(b){2) - Name. address, telephone number 

Similarly, we find substantial compliance "ith 

§703.2(b)(:?) despite Chrysler Corporation's technical failure to 

conpl;: uith this provision. The nane of the tfechanism is 

contained on page 5 of the 1985 ,·;arranty beoklet. Al so page 1 

refers the consumer to the customer satisfaction procedure on pa8e 

2/Page references 2.re to the 1985 \':arrantv Information Booklet. 
TEe Fifth Avenue and ~1e\07 Yor~cer 1::-ooklets contain the sane 
information in the same sequence, but the pages sometimes var? 
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17, which contains the lfechanism I s name. Because the CCAB has 

many arbitration boards throughout the country, we eo not helieve 

it absolutel;r necessary ~or tbe stAndard \'larrantv "on its face" to 

inc 1 ude an adcre.ss for each board. 1-!e are satisftcd that the 

separate parr;phlet called "Custo'C.1er Arbitration Board" which 

ccntains the geographic listings for the various boards 

~ut:st:tlDt:'allv cOMD:!.ies \-lith the spirit, if not the letter, of 

§ 703. 2(b) (2). 7his separate custor.:er arbitration hoarci Darnphlet 

is entirel" cievoted to the arbitr<::tion board procedures, coDd 

consumers Qay be more apt to turn to it than to search the general 

war-~ntv bocklet i~ a problc~ arises. 

':l 
.' . § 703.:2 (b) (3) - Peauireoent :0 first resort to I fechanisr.l 

rYe ::ind substantial cOI':'pliance '\vith § 703.2(b)(3) by the 

s to. ter1ent on pages 4 -5 of the 1985 iJarran ty Information BookIe t. 

7his statemeht informs a conSU'C.1er that a case must be submitted to 

the CCAB before action may be taken uncier the Hagnuson-Hoss 

T·7arr an tv Act: 1/ at the same time., it correctly represents that 

3/Query: Should this requirement he. included in the. regulations 
for the Hagnuson-Hoss Harranty Act, 15 U.S.C. §§ 2301 through 
2312, if the Federal Trade Commission does not "pre-approve" the 
mechanism before a manufacturer incluces a statement that it is a 
requirement that a consumer resort to the mechanism befrre 
exercisinp.: any rights u_nder the Act? Hithout any approval 
procedure prior to a manu!acturer including that statement in the 
,\ffirranty, the statement May well be false or cieceptive if in fact 

(Footnote Continued) 
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resort to arbitration is not necessary prior to a consumer 

pursuing state-created rights. Pe note that, if Chrysler had an 

A2.aska-approved prograc, consucers pursuing their rights under 

Alc?ska's "Lemon Lat-]" ,-lOuld rave to first particip?tc in the 

c~stocEr arbitration procedure (AS 45.45.355). 

4. § 70?-.:' (b) (4) - Fuyther in::'01.'T1ar:ion on the !~echanisn: 

~e also find substantial compliance with ~ 7n3.~(b)(~). 

On page 1 of the 1985 -Earrantv Information Booklet is a reference 

to pc::ge 17 sett::'r.£' forth r:he custoDer arbi t""ation procedure. II"! 

addition, pa?e 5 also references the procedure set forth on pa~es 

17 ane 18. and rererences :he £enarate rustocer arh~tr2tion 

booklet. 

!his section provines: 

(c) The ~arrantor shall include in the 
written warrantv or ~n a separate section of 
na tErial s accompanying the product, the f ollm-ling 
inforI'!1ation: 

(1) Either (i) a fore addressed to the 
~~echanisn cent 2 ining spc?ces reques ting the 
inforoation which the MechanisD may require ~or 
pronpt resolution of UArrafltv disputes; or (ii) a 

(Footnote Continued) 
the t!1echanism does r:ot compl" \lith § 703. ':'hus, even though this 
pro~raD in cur opinion does not con:plv with ~ 703, consumers vho 
read throu~h their 1-mrrc::nty may be nis lear1. :Lnto believing thzt any 
consuoer cODplaint or ciispute must ::iT'st 70 he fore the CustOI'1er 
ArhitrC1t~ on Eoard hefore the consucer can seEk to enforce the 
warranty in court. 
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telephone number of the Hechanism 't>7hich consumers 
may use without charge; 

(2) The name 2nd addres s of the !!echanism; 
(3) A brief description of Mechanism 

procedures; 
(4) The tine 

t~echanism; "md 
(5) The types 

l!echanism rnc.'· require 
warranty disputes. 

l' . +~J..r:nL.-s adhered to bv 

of information 'I',vhich 
Ior prompt resolution 

the 

the 
of 

J.. § 703.2(c)(1) - Fort:'l. addressed to the P.echanisn 
or to!.::" - -F!"ee nUI:lber 

Chrys ler does not inc lude a toll-free number in its 

Consuner Arbitration Board Booklet hut. rather, includes a 

tear-off preprinted :orn that is printed with the Customer 

Arbitration :Soard name but not anv address. In orde:- to complete 

the :orm a ccnsumer is required to lock through a two-page listing 

by states of the mailing address for the consumer's particular 

st2te and :i11 that address in on the form. This appears to he 2 

ninor, technical issue as to Hhcther having 2 preprinted forn with 

the name of the Custcmer Arbitration Board but not the address 

conpnrt s '7~_ th the requirer'lent to hpve a tI forn add:-c;s sed to the 

!Iechanisn." Although tl:e CCAB is not in technical compliance 'l',vith 

§ 703.: (c) (l). uere this the only incidence 0: nOf'coGpliance, the 

Attorney Ceneral 'tvould find the program in sUDstantial compliance. 
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~ 703.2(c)(2) - rame and address 

Ch:-vsle:- Corporation is corpliCince T,;it:h 

5 ~03.:(c)(:). The Custo~er ~rbit:-~tic~ reard pa~phlet ~ists t~e 

nanes and a~dressps for all state CCAB's. ~I 

"j 
-' . ~ 703.2(c)(3) - Mechanism nroce~ures. and 

the Custr'r.-cr .\rhit:-2tie:l ""30ard !:'larnhlc" cc~t3.ir:s <. 

good description of sone of the CCAB p:-ocedures, i~ d()es :'et 

0::plain the l..ec.iation process Hhich ~;2.f' the hasis or r::he ?TC' s 

gr2n~ o::qn exer.-ption to the CCAB ()f :::r:e rice periocis set:o:-th in 

l6 C. F . F" '03.5(e) (Julv , 'I -- , 198L), 

The ?TC iCDOS ed three condi tions on 'L:-.e eXet:lD t :'on rha t ex tencec1 

the ?ule's LO-dav time linit for arbit:-atio:l to 60 ~8VS: 

1. COI'_suners are not required to partici~ate in 
nec1i<: tion. Consumer s oav ternina [e media t ion 
before the process begins' or at any tice during 
the process and still obtain a decision from the 
mechanism. 

2. Upon r:otific2tion from the consumer that he 0:
she elects to cease mediation and start the 
arbitration process, the mechanis~ shall render a 
decision \vithin 40 davs of such notification or 
,·]i thin 6 (I days of the date the r:H:=chanisn :::i:.·~ t 

4/we note that in the 1985 Dodge 600 Sedan Operating Instructio:ls 
and rroduct In£ornation on page 110, there is a box at the botton 
of the page including ~,nfo~.qtjnn en the "Customer Sat:i s:action 
BOC'lrd." P.s in 1985 the n[1.ne o-+: -:he Customer Satisfaction Board 
'.,las changed to Custo'Ger Arbitr3tion foC'rd, this fact should he 
rerlected not on] ,r in ~he warrL1ntv booklets but also in an'! other 
inforr::ation a purchaser 0: nnE'",] Chrvsler vehicle is f,"!.-\ren. tn 
2vnid con£usicn. . 
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received netification of the dispute. \vhichever is 
less. 

3. The procedures requirec by conditions 1 and 2 
shall be disclosed clearl:r and conspicuously to 
the consuoer after the nechanism has received 
notice of the disoute end prior to beginning the 
mediation process. 

As the CCAE paP1phle t does not adeaua te l.y exp lain the 

d~~~erences between mediation and arbitration Qnd how the 

mediation process impacts a pending arbitration claim with respect 

to the 40-day versus 60-oav tir:1e lic.it, Chrysler is not currentl'T 

in comoliance with 5 703.2(c)(4). 

Chr7s1er is in su:,stantial compliance '\ th 

§ 703.:(0)(5). The Customer Arbitr2.tion Bourd p2.mphlE:t :!l.:=OrT'lS 

the th.2. 1: renair oreers anc corresponde:lce "' ~ 1 ' 
"..l_ ..... 

requestec.. 

D. 16 C.F.R. § 703.2(d) 

This section provides: 

(d) ,:,r.e \'7arrantor shall take s tens 
reasoEablv calculated to make consumers c;.'tvare 0;: 

h H h~' I' h' t e .,ec anlsm s eXl.stence at t e tlne corsumers 
experience Harranty disputes. Nothing contained 
in paragraphs (b), (c). er (d) of this section 
shall limit the \Varrantor's option to encourage 
consumers to seek redress directly from the 
warrantor as long as the werrantor does EOt 
expres s 1y require cor. sumers 1':0 seek redres s 
rlirectl v froe the '\7ArrpPtC"r. The \Varrantor shall 
proceed" fairly and expeditiously to attempt to 
re so'.ve all d isnu tr:: s suhr::' tted direc t l v to the . . 
warranter. 

be 
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l'e find that Chryslel- :"s in substcu:tial compliance ,\lith 

this section. The 1985 Harranty Infornation Booklet and the 

separate Consumer Arb:'tration B02rd pamphlet are in each netV' car: s 

glove cOr:lpartnent at the tiRe of sale. 'In addition, the "Custoner 

Satisfaction Board" Operat:'ng Gei.de indicates that Chr,.osler 

Corporation tas available posters for their dealers, and requires 

that the dealers clearly and conspicuously display information on 

the Custoner Sat~.sf~ction Eoard program. Operating Guide at 6K-I. 

Accorcing to the :984 Audit, the information in the glove 

cocpart'Went ~:C?s the prjr.ar:l source of consumer knmvledge about t::he 

-:-rc cr rar1. . '- in:':orr.ation st.;.pplieu rerson : , :1:.e 

Chrysler ~ealership. S~~:ty-seven percent or those responding knew 

of the progr~r. because of the inform~tion in the glove connart~ent 

and fourteen percent learned about the Custor:ler Arbitration Board 

froD a person at the dealership. 1984 Audit at V-4. Other 

information sources account for only one to four percent. A 

c0r.tinuec prcgraw of o1c"e u~ . compartment pawphlet dealership 

awareness of the CCAB shou1d assure threshold f~~:'liaritv fcr the 

consumer. 

T.he Consuwer Protection fection also conducted R 

telephone survev of the five Chrys ler c.palerships in Alaska. A 

staff i1 t torney, pos ing as a cor:sumer, telephoned the dea lersh ips 

in Juneau, Anchoral;c, Fairbanl:s, renai, and 1:odiak. The attornev 
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called tI:.e service departnent 2.1, explained that she v7as ha"IT:i.ng 

llar:!:"antv p:!:"cble~s witI:. her 1985 New Yorker, had heard that 

Ctrysle:!:" h~d some kind of arbitraticn board, and wanted the 

add:!:"ess. Uhen the service c.epartment rcfe:!:"red her to the packet 

of materials in the glove cor:;pC'.rtment, she explained that her 

l:.usband ~ad :!:"eoovec tte ~ooklets and she was un~bJe to find them. 

?cur out 0: ~:\'e c:.ealerr,hips gave the ('orrect <1cdress. 

The fifth, Kenai, gave the address or the zone office and 

e~'plained the arbit::::-C:.tion bOClre. 'tV'as at the sar1e address. In 

Anchorage, the service rtepartl.'er.t said that the 0' consun:er" (staff 

2ttorney) shc~ld come in and pick up a booklet bec2use it 

to be taken before arbit::::-atj.on. stuff 

attc:rr:ev asl~ed \'lhether sucl:. steps were o2ndator:', C'lnci \Vas told 

that if she urote directl~l to the arbitration board the board 

would write back asking if the steps had been followed. 

These responses overall demonstrated an acceptable level 

or .caniliarity ane willingr.ess to give ccrsurners in£ormation about 

the progran in Alaska. 

cOInDli2r.ce ~~ith §703.2(d). 

Chrysler is therefore in substantial 

iWTE: The Customer Arbitration Boare. 

5/The nrccedure 't-las to ask for the service mar.ager first, then 
tEe assistant service manager if the manager was out. The 
responses ~or the five dealerships came from three service 
managers. one aS8istant. ane one o~mer Hhen the service f:;:mager 
and assistant were both out. 
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booklet informs consumers that thev do not have to use Chrys~er's 

in-house cor-sumer cor::plaint procenures but may go directl-y to the 

Doc?rd. '!'he ,\.72rranty bool:1et iDpl~es that the cor.sumer must ::irst 

atteDPt to resolve disputes ~.;rith Chrysler's in-house procedures 

before heinE ?ble ~o ~Tesent disnutes to the CCAE, 1985 Parr~nty 

Tn_.;:o....-r:;1~-"·_:-:--.,. '=l.·.OOV .. '.r"'Ir ."'"'.·r ~. -,', ar.e· -t..o "'"'001-1 et <:hould ')e ct... .... T"\("Tec· - ...... ~, __ . _ .," ____ '. ~L" L ._ ,... • uc:.Lt:.' , • 

E. 16 C.?~. ~ ir:.2(e) 

This section provices: 

(e) T:'herever a dispute is sub1T1itted directly 
to tl:e ,;arrantor, the ' .. 7arrantor shall, Hithin a 
reasonable time. decide whether, and to what 
pv-c'"'t, it \.7i l~ satis::: t!:-~c consumer. c.nd in:orn 
the conSUlTer of its decision. In its noti:"ic.:::tion 
to tl:e consumer of ~ts dec~sion, the warr~ntor 
shall include th~ ~nformation reauir~d in 
§ 703.2(b) 2nd (c) of this section. 

Fe hc?ve no in:or::::ation regC'.rcing disputes submitted 

directly to the warrantor and, therefore, can make no assessment 

of substantial compliance 'td t!1 th:is section. 

F. 16 C.F.R. ~ 703.2(f)(1)-(3) 

7his section provides: 

(f) The warrantor shal:: (1) Respond -Fullv 
E.ne promptly to reasonable requests by the 
Mechanism for information relating to disputes; 

(2) Upon notification of any decision of the 
Mechanism that would recuire action on the part of 
the WC'I.rrantor, i1:'J:1ediatel v r.oti:., the :t-1ecr.anisrn 
'iYhet.her, and to Hhat extent, uarrantor \lil1 abide 
by the ~Hcision; an~ 

(3) Perform any ob1i?,ation it has agreed to. 
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~'!e have no infornation to evaluate compliance \]ith (1), 

and the oniv iniomation we have to evaluate compliance Hith (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 Januarv to June 1984, ninety-one cases \Vere 

decided by the boe.rei. t':ine for conpliance had passed, 2r.d the 

~.;a:r:ran tor (Chry::] er Corpore:;. tion) had not comp lied. During the 

period Jul'l through Decenher 1984 the number was 12~. The 

regula t ions nere ly provide that the v7e.rrcmtor mus t notify the 

MechanisD whether, 2nd to what extent, the warrantor Hi:l abide by 

the c1ecision. !he decision of the hoard is not bind:!.r.? on the 

war=antor, according to the :regulations. 

Chr:rs ler Corpo:ration, howe,rer, has made a cetermination 

that a decision of the CCAB is binding on Chrysler (the 

warr2rtor). Consequently, there should be no situations in which 

the tine for conpliance has passed and warrantor has not complied. 

Because ChT.':~s ler has agreed that the CCriB decisions are binding 

upon it as the warrantor and Chrysler has not timely complied with 

each CCAB decision, Chrysler is not in compliance with § 703.:(£). 

C. 16 C.F.P" § 703.2.(g) and (h) 

!hese sections provide: 

(g) The warrantor ~hal: act in good ~~jth in 
deterr.1ining whether, and to <;.;rhat extent, it will 
"bide bv a HechaT'.:isrn decision. 
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(h) The warrantor shall comply with any 
reasonable reauirements ioposed by the r~echa.nism to 
fairly and expeditiously resolve uarranty disputes. 

Again, because Chrys ler Corpcration (the 't:arrantor) hRs 

agreed that CCAB decisions are binding on it (the \.;arrantor), 

Chrysler may not make a decision whether, and to what extent, it 

\·:i 11 ab ide cy a l'-:echanisn decis ion. Chrysler as parrar.tor DUSt: 

abide. :'herefore. hocause there uere 212 cC'.ses durirt; ~ 984 in 

\vhich the war-:-antor (Chrys 1er Corpora tiofl) has not comp 1 ied, \.;e 

conclude that Chrysler Corporation is not operating in good ~aith 

with its own !fechar_ism. Therefore, Chrysler Corporation (the 

\·]arrantor) is not in substar.tial cOr.1pliance Hith the good faith 

requirement of subparagraph (g). 

5ioi1arl:7 , minimal compliance \·:i th reA.sonable reouirc-

ments imposed by the Mechanism would be abiding by the ~echanism's 

decision. That this did not happen in ~13 cases impacts the 

fair~ess and speed with which the Mechanism is capable of 

resolving warranty disputes. Chrysler Corporation is not in 

cOr.1plia~ce \lith the "shall conply" (emphasis added) requirement of 

subparagraph (h). 

H. 16 C.F.R. § 703.3(a)-(c) 

These sections provide: 

(a) The t-!echanism shall be funded and 
C01'!Toeten t Iv staffed a t a le,re 1 suffic ient to ensure 
:air and expeditious resolution of all disputes, 
~no shall flot charge consuners anv fee for use of 
the r:echanism. . 
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(b) The warrantor and the sponsor of the 
1~echan.i8n (if other than the \Varrantor) shall tal<e 
all steps necessarv to p.nsure that the l'~echanisn, 
and its menbers' and staff, are sufficientlv 
insulated fron t'be \'7arr:-~ntor and the spoDsor, so 
that the decision of the menbers and the 
nerfnrr:cmce of the s taft arp. not influenced D" 
~ither the warrantor or the sponsor. Necessary 
steps shall include, at a ninimum, committing fUI".ds 
in advance, basing personnel decis:i:-.:m solely on 
r:!erit, and not assi~"ning conflicting Harrantor or 
sponsor duties to l1echanism staff persons. 

(c' ~he ~echanisn shall impose any other 
reasonable recuirenents necessary to ensure that 
the members and staff act fairly and expeditiously 
in each ciispute. 

1. § 703.3(a) Cocnetent staffing and adeauate fun~ing, 

Fe are concerr:ed that t!:e CCAB may not ce conpetcntly 

staffed "at a level sufficient to ensure fair ar:c1 expedi.t:i.uus 

resolution of all disputes." He have revievlea the resunes 0: the 

Hashington (and Alaska) Board. 't.Jhile He are impressed with the 

qualifications of those individual board members, He are concerned 

about the adequacy of training of the "staff. 1I The prinary 

adninistrative and staff duties of the CCAB appear to be carried 

out bv the CCAB Zone Coordinator anc. the Board IS E.xecutive 

Secretary. 't.Jhile the f:xecutive Secretary (elected by the th:ree 

voting members of the Board) is technically not "staff," the 

duties of thp. E::ecutive Secretary are similar to staff functions. 

Some of the duties are: (1) to coordinate fornal communic:1tj ons to 

and fron the Board; (~) to deterninp. if there is sufficient 

infornatjon to arbitrate; (3) to reauest further inf0rmation for 
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ccnt!"adictory evider.ce; (4) to disclose contradictory evidence; 

(5) to deter~ine if a custoner is capable of adequately expressing 

his or her case due to, for inst2Dce, .:1 language barrier; (6) to 

~er.d quest:ionr.Rires to cor.suners; (:') :0 p!"epare statistics; and 

(8) to determine if the CCAB "has jurisdiction" over the case. 

Oper3tir..g Guide at LoB-I. 4B-?, ar.e. 51:-1. Aceaua te training is 

r.ecessar:, to carrv ou~ thc>se "sta££" fur,ctions. The CCA13 

apparen tly uses written na teri '" Is as its nain form of tr8 ining. 

Audit IV-6, Ansper to Ouest:ion ::3. Aue.it 11-7, Answer to (1uestion 

The Executive SeC'!"etar'T ::-eceives ? ccny r<= the t)ner2ting 

Guide but, according to the :984 audit repo:::-t, '''Y'he Zone 

Coordinator IS Operat7..ng Guide is seldom usee. ;:md needs updating." 

Audit 1-2. The Operating Guide does not include any informatien 

on state "lemon laws" or the FTC exer.:ption al2.owing 20 days for 

mediation. Adeau8te board and staff training is encouraged. 

2.. ~ 703.3 (b) - Insulated f:::-em r,1arrantor 

Our most fundamental criticism of the CCAB concerns the 

lack of substantial com?liance with § 703.3(b). The most glaring 

deficiency we find is with the structure of the board t which 

allo~s a Chrysler Corporation (the warrantor) representative and a 

dealer representative to sit on the beard, albeit in a nonvoring 

capacity. This we find to be incornp2tible with § 703.3's 

directive that the nembers and staff be sufficiently ir.sl1lated so 
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by the \Varrc:mtor 

by the auditors also. Zone 

of board oeetings, 6/ and 

dealers someti:oes sit in vher their mm cases are beinf! discussed. 

1984 Audit Cit I-I. 

and the Chrvsler Representative are to take passive ro:cs ~s 

advisors, this doesn't always happen in practice. In Los Angeles 

and :oston, the zone coordinators actually chaired the meetings. 

In J'femphis and Cticago the ZOT'.e coordinator exerci s ed C1 strong 

in~luence on t~e board. as wel~." 1984 Audit at IV-IJ. 
"""~ , .. . 
J.. .. e ceClS lonmaKers DUS t be insul<1 ted :rOTTl tb.:'s type of 

acti'\'e or subtle pressure. The legitinacy of and confidence in 

the decisionmaking po\-7ers are severely undernined Hhen Chrysler 

Corporation representatives participate in meetings. 

IJe see no practical reason for participation by these 

t,;o representc:tives. Their presence can only serve to add 

on-the-spot oral infcrnation in a process that is supposed to 

allow only :!:'or written submissions by the parties. The 

deliberations of the voting board members in discussing the 

6/Indeed, the Operating 
snould moderate all 

Gtd de stCltes: 
Boc:rd rneetings, 

"The Zone Coordir'-.?tor 
in accor~ance with the 

prepared agenda II 
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\\7ri tten sutci s s ions should not be tcdn ted by the presence ard 

participation of either a Chrysler representative or a cealer 

:"eprcsentat~','e. Their presence pre'T:i_des an imbalar.ce, because the 

co!"'suner:is :-:01: l;:here to <1: so provice ndditional orAl infoYr.ntion. 

In sum, th~s is the nost disturbinb ceparturc 7ror:: the 

~eauirenents in ~ule 703. It precludes our approval of tl::e CCAB 

of the P.ule. T'he CCA'? pamphlet does not even inform censurers 

about the t~o non~oting cemhers of the Board. 

16 C.F.R. ~ ~~3.4(A)-(C) 

:hese 3ECl;:~OnS provid~: 

(a) ;;0 r::ember ceciJing 2. c.ispu;:~ .d:ai:;" be: '::) 
A party ~o the dispute. or an emoloyee or agent of 
a '!"'ar~~ other than for purposes n; rtecic.ing 
disDutes; or 

. (2) A person who is or may beceme a party in 
anv legal action. irclucing but not :inited to 
class actions, relating to the product or complaint 
in dispute, or an er.ployee or agent of such person 
other than for purposes of deciding disputes. For 
purposes of this paragraph (a) a person shall not 
be considered .:: "party" solely because he or she 
acauires or owns an interest in a party solely :or 
investnent, and the acquisition or ownership of. an 
interest 'tvhich is offered. to the ~encral public 
shall be prina facie evidence of its acauisition or 
Q';·mership soleI v for inves tment. 

(b)' Hhen -one or two nembers are deciding a 
dispute, all shall be persons having no di~ect 
involvement in the manufacture, distribution, sale 
or service of anv orod.uct. 'men three or i'1ore 
r.e~be;c; ;, re r.e c iding 'a (:i5 pt:te , at leas t t'tvO - th:'.'rcs 
shall he persons havin~ no r.irect involvement in 
the nanulacture, dis trihuti.Cln, sale or servi ce of 
2nv nrnduct. "Direct: involvenent" shall not: 
include 2cquiring or ow'1linp; ?n interest solel\' for 
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investment, and the acquisition or mmership of an 
interest which is offered to the general public 
shall be prima facie evidence of its acquisition or 
mmership solely for investnent. Nothing contained 
in this section shall prevent the members from 
consul ting \Vi th any persons knowledgeable in the 
technical, COIr.:merc ~,81 or other areas re la ting to 
=he product which is the ~ubject of the dispute. 

(c) Hembers shall be j,nteres ted in tr.e fair 
and expeditious settlement of consumer disputes. 

7he CCriB consists of three voting members (a local 

consumer advocate, a general public meMber and a National 

'Irstitute or Autonoti':e Service Excellence technician), and nyo 

non'-,oting r.:err.bers (a Chrysler Corporation reDresentativ€> c::.nd a 

Chrysler-Plyrr.outh or Dodge dealer represertative). Operatin£s 

~uide at 4A-l. 16 C.F.F. ~ ~03.4 concerns the affi~iatio~s c~ the 

voting boar~ members. 

Fe have littl.e inforr.:ation to assess substantic::.l 

cocpliance Hith §§ 703.4(a) and (b). The Audit does not reveal 

how many tices a voting member hc::.c to be disqualified because he 

or she ,\·las a part? to the dispute under consiceration, or to a 

pote~tial suit or class action. ~ 703.4(a)(1) and (2). 21 

7/The 1984 Audit revealed that dealers sometimes sat in when 
tneir own cases were being discussed. 1984 Audit at I-I. If this 
means the dec::.ler was actually participating as the dealer 
representative, this tJould violate the Orerating Guide even thou~h 
the ~ealer representative does not 'Tote. Operating Guide at 4A-l. 
("If ore of the Dealer mer.1bers is involved in c::.n arbitration case 
dispute befor£ the Board, the Dealer ~lternate shall sit in on the 
Board I s consideration of that dispute"). 
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tIe have ~ev:i.e\·7ed the resunes of the voting board ne!:',r-ers 

\:110 cl.e cide ? laska case sand conc lu~e that the CCAB is in 

cor.mliance ,:d.th the reauirements of ~§ 703.4(b) and (c). 'I'he 

voting ~oard Dembers appear not to have direct involver.;ent ion the 

nanufpcture, distribution, sale or service of the pn ... duct, and 

2p?ea~ to ~e ~e~so~s ~~t0.~ested in the ~air anc e~Deditious 

J. l6 C.F.R. ~ 703.S(~) 

This section provides: 

(a) The ;'~echc.nisD s~21l establish Fritten 
operating procedures which shall include at least 
t~ose i:ens sreci~ierl in paragraDh2 (b) thrnu~h (j) 
of 'l:his section. Cooies 0: t-he' writ'l:en 'Jrocec.:ures 
Sllc.l.'2.. be f.'"Ic.CE: (i"vailable :0 ar4'y' person ·\.:~)or4 request. 

;7e do not ~now whether copies n~ the ~peratin8 Guide are 

available to anv person upon ::-equest: as rcC'ujred h;T § 703.5(a). 

According to the Guice, it is not to be given out by a Chrysler 

. 1 bb' 1=.c +0-teae, In a 0 yH:g: eo . .!..orL, although the "CuS'l:oner Satisfacticn 

30arc." Cpe~a tin!? Pre cedures pc.oph let ray 'be. Operating Guide at 

6R-l. 

8/The practice of provirling board members with Chrysler vehicles 
as "loaners" ':or product f2oil.iarity (Operating Guice 5F-l, 
paragraph ~) is discouraged to avoid anv appearance of conf~ict. 
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K. 16 C.F.R. § 703.5(b)-(c) 

These secr.ions provide: 

(b) 
!:echanism 
Tvarrantor 
disoute . 

Uoon ~cti~icaticn of a dispute, 
shall iG.mec1iatel:' inform both 

and the co~sumer of receipt of 

the 
the 
tr.e 

• (c) The t-!echa~ism shall investigate, gather 
and crga~ize all information necessary for a fair 
and expedi tious dec is ion in each dispute. 1men cr:.y 
evi~er:.ce gathered by or submitted to the Mechanism 
ra~ses ;ssues ~elating to the number o~ repair 
attempts, the length of repair periods, the 
possibility of unreasonable use of the product, or 
any other issues relevant in lifht of Title I of 
the Act (or rules tbereunder), including issues 
relating to consecuential damages, or a~v other 
remedy under the .\.ct (or rules thereunde'r), the 
Mechanism shall investi~ate tb.esA i.ssues. Hhen 
inform8.tio~ ,,1hich ,vill or :.'.2 V he user! in the 
decision, subJ::'_i C:eu 'Jy one pc:.rry, or a COI:sui tant 
under ~ 703.4(b) of this Dart. or ar:.v nther source 
tends to con tr2cic t :: ac t: S SUDr.1i t: ted- hv tb.e 0 ther 
party. the tiechClnisr.1 sh<ll:' cle2rly, accuratel~!, c:.r.c 
completely disclose to both p2rties the 
contradictory infornation (and its source) and 
shall provi~e both parties an opportunity to 
explain or rebut the information and to submit 
additional materials. The !1echanism ~hall not 
require ar:.y inforcation not reasonably necessary to 
decide the dispute. 

l.Je have little information avc?ilable to us to deternine 

whether the CCAB is in substantial COMpliance 'tvith § 703.S(b). 

According to the sample taken in the 1984 Audit. the a\1erage 

number of days thc?t elapsed before the board acknowledged a 

conSUMer conplair:.t \Vas eighteen. Thi s is a lrnos t daub Ie the ten 

d2YS stated in the Chrysler Arbitration Board booklet. This 

€.i£r.teen-day lapse is not in substantial complicmce r.;ri th 

§ 703.5(t.). 
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From the in::orr.ation available to us, it appears that 

the CCAB ;s in substantial compliance with § 703.5(c). The 2..984 

Audit included in-person audits of six hoards. Ouest ions 

concerning contradictory information were asked. Accordin~ to the 

audit, the actual occurrence of contradictory vie\vpoints :s only 

hetveen ~i.ve percent and ten percent of all cases. 1°F'L. Audit at 

!V-1S. The audit noted rhat, when cont~adictorv infornation was 

involved, invariablv the technical renresentative was called upon. 

Lr.til the contradictions C.re \wrked cut. the ,quei t e:-:p Lains, che 

board does rot ~ake a ~ecision. 

L. )6 C.??. ~ 703.5(d) 

This section provides: 

(c.) !f the 
::echanisn shall, 
a t leas t ,\-7i th in 
dispute, except 
this section: 

dispute has not been sett~eJ. 
2S ·cxpeditiousl? as possihle 
40 days of notification of 

C.s prOVided in paragraph (e) 

the 
but 
the 
of 

(1) Render a fair decision based on the 
inforwation gathered as described in paragraph (c) 
of this section, anc. of any information submitted 
et cT. (iral presentation "7hich conforms to the 
requireoents of par.::graph (f) of this section (A 
decision shall include any re~edies appropriate 
under the circunstance, including repair, 
replaceoent, refund, reimbursement for expenses, 
compensation for damages, and any other remedies 
available under the written \Varrantv or the Act (or 
rules thereunder); and a decision shall state a 
speci::iecl reasonab le tine for perfornance); 

(:::.) Disclose to the Harrantor its decision 
and the reasons therefor; 

(3) If the decision would require action on 
the part of the warr~ntor. deternine whether, and 
to \.;hat e:ctent, '\-carrantor uill abide by its 
decision; and 
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(4) Disclose to the consumer its decision, 
t!:-_e reasons therefor, warrantor's intended action 
(if the decision would reauire action on the part: 
of the warrantor), and the inforoation described in 
paragr aph (g) of this section. For purpo8 e s of 
this paragraph (ct) a dispute shall he cee~ed 
set!:led when the Hechenism has ascertained -=-rcm the 
consumer that: 

(i) The dispute has been sett~pd to 7he 
consuner's satisfaction; and (ii) the settlement 
contains a speci:ied reasonab]~ tine for 
performance. 

'Pe note as a threshold natter tho.t ::re CCAB re~ects 

cert.::in cases bec.s.use it has no "jurisdiction." The Cus tomer 

Arbitr8,tion Board pamphlet states: 

Cases not qualifying for review are those ~lready 
in iitigation, those dealing with accident, sales 
delivery, or allegations relating to ~esi~n 0f the 
vehicle or part, or alleged obligaticrs '",r.cer an 
inplied warranty. 

ihe 1984 audit indicates that there \';ere .2, 5 ~ C "r.o j uri~ dict ion" 

cases from January 1984 to June 1984 and 3,O~6 such cases from 

July 1 ?84 to December 1984. 'He are unclear what Chrys ler regards 

as R disqualifying design defect allegation, ~s r:lany such 

a 1] ega tions could include parts covered under warran t'T rna t 

should be arbitr8ted by the CCAB pursu.::nt to § 703. Because we 

did not review actual decisions, an indepenc.ent assessment of 

fairness 0: the decisions is not possible. Sinilarly, the 

telephone SUT'Jev tn the 1984 Audit is not a eood r.eA.su:.-e 0::: 

fairness or satisfaction because the respondents ~re, bv 

definition, biased. 
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repurchase or 

Operating Guide at 

5J-1. In fact, repair or replaceQent is the re~ecy under 

Plasy.a's Hotor \'ehicle Parr2I".t:'es Act ("Lemon la,.,7"), AS 45.45.300 

-- 45.45.360. This should be Dade clear to the CCAB when it is 

s i tt:.ng on a "Lecer: Lc,;." ra trer than a 1I~:agnuson-rfoss" (15 

r.~.c. §§ 2301-7:12), case. 

Finally, ,ve r:.ote a discrepancv in the Manner in \!hich the 

board is instructed to compu~e depreciation. The Operatin2 Guide 

indicatcs deductior:. ror depr('ciC'tior:. ,'1t 3 ;'Dec:'£ied r<~lte: for 

exan:ple, :5 ::>ercer:.t or 

Operatin? Guide ~,. , 
J...; -..l. 

a nilE::c.;e charf"e 
. , 

r.,:::.. ... ~~. 

The ;'.L2sKa "Ler.or. tl::at 

derreciation be calculate~ by a straight-line ~errcciaticn ncthod 

over seven vears. AS 45.45.?60(S). This shauld he Axplained to 

the board \vhen it is ded ding a "Lemon Law" case. Unt:i 1 the 

above-noted changes are made, the CCAB is nct in suhstan.tial 

cor::pliance with § 703.S(f)(1). 

With regard to 16 C.F.R. § 703.S(d)(2)-(4), we find that the 

CCAB is not in substantial compliance with the regulations that 

apply. 

Regarding § 703.5(d)(2) and (4), the CCAB apparently is r:.at 

in substantial conpliance with the requirenent that the reasons 

for the decisicn be given to the consuner and the warrantor. ~he 

] 9P.4 Audit shO\vs that only fi::ty-six percent of the decisions 
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included an exn1anation of the basis for the decision. 1984 

Audit at ~.r-28. 3ecause the basis for the decision is '!en' 

imnortant to the consuner' s acceptance of a decision. fifty-8ix 

percent cannot be regerded as substantial , . cor.::p.l.lance. Although 

sor.e of the other forty-!:our percent may be cases in vlhich no 

E:xplanation is given bec2.use the consumer is mvarced all of ,vhat 

he or she ~ants, lRCk of an explAn~tion may be the basis ~or Danv 

cc_ses in \'7hich the tiI"1e for compliance has passed but the 

H8rrantor has not conplieci. There t..rere ninety-one such cases 

between January and June 1984 and 112 between July and December 

1984, c.espi te the fact that CCP.B decisior..s are bindi!"'.g on the 

Harrantor according to the Operating Guide. 

Because the CCAB nakes the bORrd's decision binding on the 

warrantor, § 703.5(d)(3) is inapplicable. 

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

This section provides: 

(d) The Nechanism may delay the per::ormance 
of its duties under paragraph (d) of this section 
beyond the 40 day time limit: 

- (l) Fhere -the period of delay is due solely 
to failure of a consumer to provide promptly 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 r.::ade nc attempt to seek redress 
directly from the warrar..tcr. 

The forty-day tine reriod in this section has been 

extended to sixty days for the CCAB, presumably for a twenty-day 
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preliminary attempt at mediation before arbitration. According to 

the 1984 Audit, 692 cases \'7ere delayed beyond the forty (sixty) 

da\7s ~or SCDe reason other than the consumer's failure to submit 

informaticn during the period January to June 1984, and 821 cases 

were so dela.yed during the period July through December 1986. 

Because the regulation onl" 2110\075 delay based on consuner 

problAms. the CCAB appears not to re in subst,::mtial complLmce 

with § 703.5(c). 

L: • 16 C. F. R. S 7 G 3.5 (f) 

:his section provides: 

(f) The Mechanism rnav allow eo rr~~ 
r;resent8tion by a part::' .... 0 a d1.SptitC (or a po.rt:,,:, 
representa ti ve) on 1y i': ( :) bo th harr~n tor (~nd 
consumer expressly agree ~o t~e presentation; 

(2) Prior to agreer.en t the :':echanism full \' 
discloses to the const::::e:::- the folln7ir.z 
information: 

(i) That the presen tn tion by either party 
\vill take place only if both parties so agree, but 
that if they agree, Rnd one party fails tc appe8r 
at the agreed upon time and place, the presentation 
by the other party mRy still be allowed; 

(ii) 7hat the ce~bers 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 
at the presentation including, 
parties; right to bring witnesses 
and 

what \Vill occur 
if applicable, 
and/or counsel; 

(3) Each party has the right to be present 
during the other party's oral presentation. 
Nothing contained in this paragraph (b) of this 
section shall preclude the t'echcmism from allm.;in!'; 
an oral presentation by one party, if the other 
party fails to appear at the agreed upon time and 
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place, CIS 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). 

~everthelEss. bec2~se or the partici?aticn or the 

Chr':sler 2Pt. cealer represent3tivf~s as nonvoti!"'r, P1err:bers, the 

CCAD. in ef :'ec t, frc'lD t s the warrantor (Chn1 f: ler Corpora tio!"'.) an 

oral presentation or hearing even though the CCA~ does not grant 

the Chr"s ler cus torner an (ira 1 hearing. In f ac t , the Chr"s 1er 

custocer is not even made aware of the participatior o~ these two 

nonvotirg members. As 10P8 as the CCAB al:ov7s ::!!"'v oral 

presentation the ::1onvoting r:ef.'!bers or other 

reprcsE'ntati"E's of the '>;arr.:.r,tor or reC1::'er, the eCAD m.:.st comp:!.y 

Hi t h § 7 03 . 5 c:~) . The CCAB, in our opinion, is not current Iv in 

cor::pliance 't.;ith § 703.5(::=). I t could be debated extens ive ly 

't.;rhether oral presentations \'70uld be helpful for consumers and, 

therefore, should be allmved by the CCAB. (In the one hand, 

consumers may be better able to express themselves orally than in 

Ylriting. On the other hand, perhaps an eoual number of consumers 

are less orally articulate and more articulate in writing. In 

general, if consumers wish an cra 1 presentation our preference 

v70uld be that it be allowed, but ue recognize that the Pule dees 

not :-eol1:'rc it. 
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O. 16 C.F.R. § 703.S(g) 

This section provides: 

(g) The Mechanism shall inforn the consumer, 
at the tine of discJosure required in paragraph (0) 
of this section that: 

(l) If he or she is dissatisfied -,Ii th its 
decision or tvarrantor' s intended actions, or 
eventual perfornunce, legal re~edies, including use 0= small clai~s court, nay be pursued; 

(2) The Hechanism's decision is adrr.issible in 
evidence 8S Drovided in section 110(p) (3) of the 
Act; and -

(3) The consumer mav obtain. at reasonable 
cost, copies of all i'echanism records relatir:.g to 
the consuner's dispute. 

tie find that the CCAB is in surstantial compliance ,.ri th 

this sec tion. ':'he stc_temen t of dec is ion form, '\ihich is exhibit G 

to tte Operatir:.g Guide, inforns a consumer that he C'r she nay 

pursue other legal remedies including sQall clai~s ccurt, that the 

board's decision is admissible in a subsequent legal proceeding, 

and thut the consumer may obtain at reasonable cost all copies of 

records relating to his or her oispute. In addition, tte Customer 

Arbitration Board booklet states that a customer nay pursue other 

legal remedies, but that a board decision is admissible in a 

subsequent court proceeding. Finally, Exhibit tells the 

consumer that records of the dispute may be obtained at reasonabJe 

cost. 

P. 16 C.F.R. § 703.S(h) 

':'his section provides: 

(h) If the t.yrarr,mtor has <l8r~ed to per::ortTl 
arc), obligations, either as part ot a settlement 
agreed to after notification to the Nechanisn of 
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the dispute or as a result of a 
paragraph (0) of this section, the 
ascertain freT':' the consumer "\vithin 
of the date for nerformance whether 
occurred. . 

decision under 
Hechanism shall 
10 "\vorking days 
performance has 

He cannot deternine ,.;hether the CCA!) :i.s ir. substantial 

compliance "\vith this regulation. Exhibit J-l to the Operating 

Guide is a form letter to cot'.sumers follmdr.2' up on those cases 

awarding repairs. ~lthough it is imnossible to cieter~inc from t~e 

forn letter Hhether it is sent ,·;ithin the ten-day linitCltion of 

the Rule, the Operating Guide ~irects the hoard to send the 

questionnaire within the ten davs. 0rerating Guide At 6F-l. In 

addition, the Custoner ArbitrCltion Boare ;'onl:let st2tes that the 

board ~ill contact a custoner who has been 2~arded repairs within 

ten working days after the repairs are to ~e performed. ~he audit 

inforne.tion reports that 91 days elapsed ':rom the filing of the 

complaint before the follow-up contact Has made. 1984 Audit at 

V-38. i!hether the "10 d8.vs from day dealer must act" rule has 

heen net cannot he determined from the materials submitted. 

Q. 16 C.F.R. § 703.5(i) 

This section provides: 

(i) A reauirement that a consumer resort to 
the Mechanism prior to commenceI;'lent of an action 
under section 110(d) of the Act shall be satisfied 
40 days after notification to the Mechanism of the 
dispute or when the t1och~nisI:'! completes all of its 
duties under paragranh (d) of this section, 
whichever occurs sooner. Except that. if the 
t·1echanism de lay s perforrr:.ance of its paragraph (d) 
of this section duties as allov7ed by paragraph (e) 
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of this section, 
initially resort 
satisfied until 
paragraph (e) of 

the requirement that the consumer 
to the Hechanism shall not be 

the period of ce lay allmo:ed by 
this section has ended. 

This provision does not require any action of the 

anrt therefore, whether the CCAB is in substantial 

comDliance is inapplicable. It is unclear from the materials 

submitted whether thos~ cases that were delayed beyond the forty-

day period (sixty days for Chrysler) actually resulted in 

consu~crs filing court actions prior to a board decision. 

n 
J.~ • l6 C.F.R. ~ 703.~(1) 

This section provides: 

(j ) Dec is ions of the Pechanism shall not t e 
legally binding on C?I"'.::~ person. EO\7eVer, 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 
decisioI"'. of the t'!echanism shall be acmissible in 
evidence, as provided in section 110 (a) (3) of the 
Act. 

As noted above, the CCAB itself makes decisions of the 

board binding on the uarrantor (Chrysler). We repeat that a 

ques tion of the uarrantor IS E:;ood faith arises because, according 

to the 1984 Audit figures, there \vere 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 Pechanisn shall maintain records on 
each dispute referred to it uhich shall include: 
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(1) Name, address and telephone number of the 
consumer; 

( ::) ti arne, 
contact person of 

(3) Brand 
product involved; 

add~ess, telephone number 
the 't.Jarrantor; 
name and model number of 

aT'. 0 

the 

(4) The date of receipt of the dispute and 
the date of disclosure to the corsumer of the 
decision; 

(5) All le tters or other written document s 
submitted bv either party; 

(6) Atl othei e~idence collected bv the 
~~echanif.m ::.-elating co the dispute, inc-ludir.g 
sunnaries 0: relevant and material portions of 
telephone cal!s and meetings between the Mechanism 
and any other person- ( including consultants 
described in ~ 703.4(h) of this part); 

(7) A SUIT;IT:urv or any relevant and r.at:erial 
inforwation prese1"teu by either party at an oral 
presE'ntation; 

(8) The decision of the cembers including 
inforwation as to ~&te, time 2nd place of r.eeting, 
and the iden tit:' of l7'E'TT'bE'rs voting; or ir:fo~c:. tion 
on any other resolutioL; 

-( 9) A copy of the disclosure to the pc>rties 
0: the decision; 

(10) A st2.tement of the 'tJC'.rrant0.r's intended 
action(s); 

(11) Copies of follm'J-up letters (or surnmaries 
of relevant and material portior.s of follow-up 
telephone calls) to consumer, and 
thereto; Rnd 

responses 

(12) Pnv other documents ar.c cCTT'nunicat:ions 
(or sUTIJIr.urje-s of relev~nt 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 

comp1iunce with this section as to complaints that were not 

rejected on a jurisdictional basis. t!e are concerned about record 

l~eepinF! for persons rej ected hv the CCAB on the hasis of 

j urisdic tion, such as the allessa tion ('1 fa" design defect," ar.c 
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mediation and did not proceed to 

arb~tration. The 1984 Audit indicates that, overall, records and 

case fi:es were ;,7ell r.;aintained and conpletc. 1984 Audit at I-I. 

Section 703.6(a)(10) is inapplicable tecause the board's decision 

is binding on the warrantor (Chrysler). 

T. 16 C.F.R. s 703.~(h)-(f) 

This section prov~des: 

(b) The t~echanisn shall maintain an index of 
each warrantor's ~isputes grouped under hrand name 
and subgroupeo under the pracuct model. 

(c) The ~echanism shall maintain an index for 
each warrantor as will show: 

(1) All dis!mtes in uhich the warrat"l.tor ha s 
pronised some perrormance (either 1:w set: t lemen t: or 
in response to a Mechanism decision) and has ~ailed 
to comply; and 

(2)' All disputes in t-lhich the warrantor r_C's 
refused to abide bv a ~echanism decision. 

(d) The l1ecll.::nism shall naintain an ineex. as 
will show all disputes delayed beyond the 40 days. 

(e) The l1echanism shall compile seni-annually 
and maintain statistics which Sh-O'tl the number and. 
percent of disputes in each of the following 
categories: 

(l) Resolved bv staff of the l·!echanisn and 
warrantor has conpli~d; . 

(2) Reso 1 ved by staff. of the i~echanism, tiDe 
for compliance has occurred, and warrantor has not 
complied; 

(3) Reso 1 ved bv s taf:: of the 11echar ism and 
tiDe for compliance has not yet occurred; 

(4) Decided by members and warrantor has 
complied; 

(5) Decided bv mer.;bers, tine for compliance 
has occurred, and w~rrantor has not complied; 

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

(7) Dec ided by members adverse to the 
consumer; 

(R) No jurisdiction; 
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(9) Decision delaved beyond 40 days under 
§ 703.5(e)(1) of this part; 

(10) Decision delaved bevond 40 days under 
§ 7C3.5(e)(~) of this Dart; 

(11) Decision dela'.'e.d bevond 40 days for anv 
other reason; and -

(12) Pe~ding dec~sion. 
(f) The Me-chanist'1 shall retain all recorc1 s 

specified in paragraphs (a) through (e) of this 
section for ? least 4 years after final disposition 
(If the cHspute. 

with this section of the regulati.ons except as to (e) (1) , (2). and 

(3), although we did not independently review CCA: records. !he 

Opera::ing Guide sets forth the reauirencnts or the annual FTC 

audit, \·]hich essentially reitern.tes the c2tegories ccrt.J.ined in 

§ 703.6(b)-(e). Operating Guide at 6T-? to 6T-3. P::-esurnably 

~ 703.6(c)(:2) is inapplicable because Chrvslf:r 2£!ref'rl t-l-2t the 

CCAE decision be binding on it as the warrantor. Therefore, 

Chrysler could not legally refuse to abide by the decision. 

U. 16 C.F.F. ~ 703.7 

This section, concerning.J.uciits. provj~es: 

(a) The l1echanisrn shall have an audi.t 
conducted at 2.east annuall;T. to detert:lir,e Hhether 
the Hechanism and i.ts implementation are ir. 
compliance with this part. All records of the 
Hechanism reauired to be keDt under § 703.6 of this 
part shall be available for" audit. 

(b) Each audit provided for in paragraph (a) 
of ':hi.s section shall include at a minimum the 
fo 11m.]in~: 

(1) Evaluation of \Varrantor' s ef:orts to make 
consumers C''\'7are of the !-1ecr:.anism' s e~:istence 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 Hechanism to deterr.1ine the 
fo 1::.ov7in~: 

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

(ii) Accuracv of the Mechanism's statistical 
compila t:~ons uncie'r § 703.6 (e) of th~s part. (For 
purposes of this subparagrc.ph "analysis" shall 
include oral or written contact with the consuners 
involved in each of the disputes in the random 
sample. ) 

(c) A report of ec.ch audit under this section 
shall be ~ubnitted to the Federal Trade Commission, 
an~ shall be ma2e available to any person at 
reasonable cost. The Mechan~sm r.1ay direct its 
auditor to delete names of oarties to disputes, and 
identity of products inv~lved, from the audit 
report. 

(d) Auc.itors shall be selected b,· the 
HechanisM. {';o aud5.tor mav be involved vJith the 
Pechanisr.1 as a warrantor, sponsor or member, or 
employee or agent thereof, other than for purposes 
of the audit. 

Based solely on the content of the available written 

audit materials, we find that the CCAB is in substantial 

compliance 'tvi th these audi t requireoents. He have reviev7ed the 

1984 Audit but have uade no inrlependent attempt to verify 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 on the 

selection of auditors, the auditors thenselves, and the auditing 

process. 
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V. 16 C.F.R. § 703.8(~)-(f) 

'T'''' . .l.ul.S section, 

proceedings, provides: 

r28c?r'cing openn.ess of record8 

(a) ':::'he statistical surnmarie~ sDeci::7 ed in 
§ 703.6(e) of this .Dart shall be avaU'c?b:!.e to anv 
person for inspection and copying. 

(b) Except as provided under para~raphs (a) 
2nd (e) of this sEction, ~nd paragraph (c) of 
§ 703.7 of this part, all records o~ the Mechanism 
ma~ be keD~ cori{dential. or ~ade available onlv on 
such terms and conditions, or in such form, as· the 
Mechanism shall pemit. 

(c) The po"licy of the t~ech;misn Hi th respec t 
to records made available at the Hechanisn's oPtion 
shall be set out in the procedures under § 703:5(a) 
0:: this pArt; the polic:' f.hall be applied unifomly 
to all requests for access to or copies of such 
recoro.s. 

(d) lIeet5nzs of thl' r.:er:-.bers LO beAr ond 
decice disputes' shall be ODen ~o observers on 
rensonable and nonclscrir.:ina~crv terns. The 
identi ty oi the parties and products invo':' 'Jed in 
disputes need no: he disclosed ~t ceetin;s. 

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

(l) Access to nll records relatircg to the 
dis!'t'.te; and 

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

(f) The Mechanism shall make available to any 
person upon request, infornaticn relating tc the 
qualifications of Mechanism staff and members. 

and 

The statistice.l sUmI:laries e.ppear to be available for 

inspection and copying as provided in § 703.8(a). According to 

the 1984 audi t , the meetings of menhers are open pursuant to 

§ 703.8(d), althou~h it seems few outs~ders attend. ]984 Audit at 

IV-6. Pe believe, ho~ever, that the requirement that the meetings 

be ODen to observers on reasonable and ncndiscrininatory terns is 
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violated 1:;v the CCAB' s policy of not noti::ying consumers of the 

tine, place, and date the CCAB will neet. To allow both a Chrysler 

dealer and a Chrysler corporate representative to be present and 

to take p~rt in the CCAD discussjcn i= the consumer is not allowed 

to attend (bec2.use the consurr.er is not notified of the meeting of 

the Bcard) is discrininatorv . 

.... ccess ~o reccrcs ~.3 allov;ed, and copies of the consumer 

file may be ~~de at reascTI2ble cost. which Chrysler has deter~ined 

tc be 23. Cp€r2tin8 Guice at 6J-l. 

Another deficiency with re?ard to compliance with ~his 

section of the Rule appe&rs to be t~e absence cf rrccedures in the 

• ".c d . 1 .c . +-' 1 opera t :..ng gUlce ..... or :;.sc osure c.' nons ta t:..s '- ::.c.? inforr.2.tion to 

nonparties. This absence nav be bec2use CCAE tas Jpcided tn keep 

all such inforr::ation cor..fidentiul ctrd there::=on: did not draft 

procedures regarding disclosure of these records. 

11.1. General Cor-Dents 

The CCAB does not have an arbitration board in Al2.ska. 

and all arbitrations for Alaska consuners are held in Seattle. 

Fashington. This presents the issl1.e of whether the eCA!) is ir.. 

compliance with 16 C.F.R. § 703.8(d). Since Alask.? consumers 

would have substanti.?l expenses in attending (observing) a CCAB 

meetinE in Seattle, holding a CCAB meeting in Seattle for Al~sk"ns 

may be ciserininatory. 
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The Operating Guide indicates that only Chrysler's 

Customer Satis::action Board "complies cot"'pletely with FTC 

regulations." Operating Gvide at ~R-l and 6T-3. We disagree with 

that statement because in our opinion the CCAB is not in 

substantial compliance with 16 C.F.R. § 703. 

~et~n~ 3tl~~eS[ea :0 CG~ou:e :he th~r~-Dartv ~rbitration cost. The 

resolution expense as defined in the guide includes expenses to 

Chrysler 2~fed to eXDenses to the ~e21er. and then appears to add 

owner-Geclined reinbursements. C'perati:--.f: Guide at 6H-3. i·re 

believe t:-:?.t C'\:'!',er-declined rei~bursements should not he added to 

the resolution expense, because t:-:e owner ne\"er receiv(:>s those 

rei~bursenents. These declined expenses shou:~ be subtracted from 

the sum of Chr-;Ts1er and dealer exper.ses. 

V. Conc:usicn 

There is no that manufacturer-sponsored 

arb i tra tion progr<1ms could be ,.ra luab 1 e in re solving consumer 

disputes and could offer an alternative to costly ane protracted 

litigation. Because many consumers will never [ile lawsuits, an 

arbitration nechanisn should afford an opportunity for an unbiased 

exanination of 'tvarranty disputes. The 1984 (CAE audi t ::igures 

indicate that sixty percent of consumers got all or sorne of what 

they asked for. 2984 Audit at \'-32. This is evidence or a 
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quid:er and certainly less expensive method of consu:r::J.er redress 

than cor.ventional litigation. 

The Chrysler and the dealer representatives' 

participation on the CCAB as nonvoting menbers is the most 

apparent departure from 16 C.F.R. § 703. There is no justifiable 

reason for this presence, and such a procedure und~lv in~luences 

the '.'ot:xg !!lembers. P-s the lind:nin of the prcgrnL.1. t:hf> ':oting 

board should be above biased pressures and the appeRrC'nce of 

ir.proper Therefore, the CCAB request 

pursuant to AS 45.45.355 is denied. 

EliB: SS: UIO: ssr 
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