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FEDERAL TRADE COW SS| ON

In the Matter of: )
Publ i ¢ Forum on Vehicl e ) Matter No. P964402

Buyback D scl osures )

Thur sday, Cctober 3, 1996

Room 432

Federal Trade Conm ssion

6th Street and Pennsyl vani a Avenue

Washi ngton, D.C 20580

The above -entitled matter canme on for public

hearing, pursuant to notice, at 9:30 a.m

APPEARANCES:

ON BEHALF COF THE FEDERAL TRADE COW SS| ON
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P-ROGCGEEDI-NGS

M. HARRINGTON M/ nane is Ei |l een Harrington, and
wi Il be noderating our discussion today. | want to, before
we have introductions, go over the ground rules. But first
I'd like to thank all of you for comng, and particularly
t hose of you who have filed comments on this issue. W have
read themall .

| hope that those of you sitting around the table
have read the comments of the other round table
participants. That's one of the ground rules. But we found
much in the comments to educate us and certainly to hel p us
frame the issues which you see laid out on our discussion
agenda.

These are the itens that the staff of the Comm ssion
woul d very nmuch like to hear you di scuss anmong yoursel ves
and with us today. Let nme nmake a couple of prefatory
statenents and di scl osures.

First of all, this workshop is being conducted by
the staff of the Comm ssion. And nothing that we say today
reflects necessarily the views of the Comm ssion or any
i ndi vi dual cormmi ssioner. However, we expect that everything
that you say will reflect the views of your organization.

(Laughter.)

M5. HARRINGTON  The fornmat for today's neeting is a

di scussion format. W have found in a whole variety in
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contexts in the past few years that our thinking is aided
greatly by di scussion anong peopl e who have a stake in
what ever issue it is that we have under consideration.

So today, a great premumw || be placed on
participants talking to one another. Conversely, if you
repeat your comment, your witten comrent, we mght not call
on you agai n.

| amthe product of twelve years of Catholic
education. And I, therefore, had anple opportunity to study
at an early age how you keep order and inpose discipline.
And | have facilitated a nunber of these sessions and
di spl ayed what | learned at an early age and will today.

If you want to be recogni zed, participants, what you
need to do is take, you will notice that at each one's pl ace
you have these little stickies, post -its. Stick one on your
name plaque like this (indicating).

And | will be making note of who seeks recognition
in the order that | see them And generally | wll call on
you in the order of your sticky unless | decide that | want
to call on soneone el se.

(Laughter.)

MB. HARRINGTON And the reason that | will call on
soneone el se is because the last tine | called on you, you
sinply rehashed your comrent and you didn't talk to what,

you didn't participate in a way that was responsive to the
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conversation that's going on.

This really is intended as an opportunity for all of
us to talk to one anot her about the issues that are raised
by this larger question of whether there is in fact a
problemwi th the information that consuners receive or don't
recei ve about vehicles that they purchase which had
previ ously been the subject of a buyback.

That's what we want to tal k about. So, please, |et
nme encourage you to talk to one another and not to us. W
have, trust ne, we have all, the staff of the Conm ssion
here and others, read your comrents so we know what's in
them what you've said, what you think; and we are | ooking
to nove the dial ogue forward | think today.

Now |l et ne give you a little bit of housekeeping
information. W have a nessage board out in the foyer. And
if people want to call in and | eave nmessages for you, they
may do that, although | have no idea how they may do that.
Do we have a phone nunber?

M5. DANIELSON It was on that general information
sheet .

M5. HARRINGTON  On that general information sheet
that you received there was a phone nunber that you coul d
| eave with your offices. And do we know what that nunber
i s?

UN DENTI FI ED PERSON 326 - 3238.
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M5. HARRINGTON: 326 -3238. 326-3238. Ch, that's
Jody Bernstein's office. She's on vacation this week.

(Laughter.)

M5. HARRINGTON  Second, there are restroons on this
floor near the elevators; just look around. And third, if
you need to make a phone call, there are two tel ephones
outside this room

e is right inthe ante roomand the other is in

the sort of storage roomoff of it. |If you re making a
local call, dial nine. If you re nmaking a |ong distance
call, use a credit card, please. Are there any other

housekeepi ng detail s?

(No response.)

M. HARRINGTON: Al right. Well, we're going to
stick very rigorously to this agenda. Wuat | would like to
ask the participants at the table to do before we get into
the, discussing the first question is to introduce yourself,
say who you're with, and in one sentence, it can be a
sentence of a lot of words | suppose, but in one sentence
I'd like you to say what you hope to get out of this
di scussi on t oday.

Now, because those of you at the table are just
hearing this for the first time, naybe we'll start with
soneone fromthe FTC staff.

Let ne start with Joe Mul hol | and from our Bureau of
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Econom cs. Joe, do you want to introduce yourself and say
in one sentence what you hope to get out of today?

MR MILHOLLAND H. |['mJoe Mul hol l and.  |'m an
economst. And I'd just like to | earn nore about what the
process is, what are the problens and how, what's the best
remedy we can do for them

M5. HARRINGTON:  Now, we have a stenographer who is
transcribing this discussion. And I'd like to ask everyone
before you speak to please identify yourself for her; it
wi Il rmake her job easier.

Also, if the people who are seated along this front
row could turn their nane plaques in sonme way so that |
could see your names. It's these fol ks (indicating).

Peter, thank you, that would be very good. That's
hel pful. If you'd just tipthemalittle now O you m ght
want to tip themthe other -- | don't know

Can the peopl e over there see the names of the
peopl e over here now? Do you all know each ot her?

(Laughter.)

M5. HARRINGTON:  kay. Anyway, if you could just
tipthema little bit. Thank you. Phil, why don't we start
over with you now

MR NOWNCKI: I'mPhilip Nowicki. | have ny own
aut onoti ve research conpany. And | hope to | earn sonethi ng

today. | hope to contribute today. And | just see this as
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a great opportunity here to bring all the parties together
to try and have some resolution on this issue.

MB. HARRINGTON Ckay. Rosenary.

M5, SHAHAN: Rosemay Shahan, President of Consuners
for Auto Reliability and Safety. And I'mhoping to find
where there are areas of common ground, wherever they are,
and to find out where there are areas of disagreenents and
get a sense of how we can address the areas of disagreenent.

M5, HARRI NGTON:  Evan.

MR JCOHNSON:  Evan Johnson with Montgonery County
Consuner Affairs. |'mencouraged in reading the comrents,
and | think there is a fair anount of common ground anong
interests that in past issues | have been involved with
aren't usually this apparent. So I'mlooking forward to a
producti ve di scussion al so.

M5. HARRINGTON  Ckay. W need people to use
m crophones if you want to be heard, please. There are
m crophones all around the table. Thanks. Janet.

M5. SMTH |'mJanet Smth, with the Florida
Attorney CGeneral's Ofice. And | suppose |ike everyone el se
I''mlooking for a productive discussion and to | earn
sonet hi ng about what some of the other conpani es and ot her
peopl e t hink about these problens.

Qur state lawis such that we could use a little

assistance in learning in the area. And |I'm hopi ng that
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today we will come to some neaningful result.

M5. HARRI NGTON M. Duchar ne.

MR DUCHARME: M name is CGerry Ducharme. 1'ma
lawyer with --

M5. HARRINGTON  Wul d you do ne a favor and use the
m cr ophone?

MR DUCHARME: Sure.

M5. HARRINGTON: W' ve got peopl e on headsets in the
back and al so downstairs |istening. Thanks.

MR DUCHARME: How s that? M nane is Cerry
Ducharme. 1'ma |lawer with Ford Mdtor Conpany. [|'m
| ooking forward today to have a candi d exchange of views.
And if we find that there are sonme areas that we can inprove
and the industry can inprove, I'mall ears and anxious to
tal k about i nprovenents.

M5. HARRINGTON: Thank you. Ed.

MR MERZWNSKI: Ed Merzwi nski, with the Nati onal
Ofice of Safety Public Interest Research G oups. And we
are hoping that we can help to find out and identify ways to
i mprove the problens that consuners face when they have
| enon | aw cars.

MR GRAHAM |'m Robert Gaham and |'mstaff
attorney with the Center for Auto Safety. And I, |ike Evan,
notice that there is a lot of common ground in the comrents.

| just hope that the devils that are in the details are not
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11
too | arge.

MR GOLDFARB. M/ nane is Lou Goldfarb, with
Chrysler Corporation. 1'mhopeful that this will be a
constructive, productive discussion that may allow us to
shed sone |ight on ways that we can deal with sone of the
contradi cti ons and i nconsi stencies anong the various state
laws that may be getting in the way of, | don't know, sone
type of disclosures getting out to consuners.

MR RAINES: |I'mDck Raines. |'mpresident of
Carfax. W are a vehicle history business. And I'mjust
here to see whether there m ght be ways we can hel p address
t he probl emas a busi ness.

M5. COHEN M nane is Lori Gohen. | amwth the
Ameri can Associ ation of Mdtor Vehicle Admnistrators. And
our association facilitates uniformty anong the Departnents
of Mdtor Vehicle. And that's part of what we're seeking
about nanuf actured buybacks.

MR DOMY: |I'm Leruel Dowdy in the D vision of
Enf orcenent of the Bureau of Consumer Protection. That
division enforces the Commssion's used car rules, the rul es
that require dealers to post the buyers guide on used cars.
So I"'minterested in discussions about disclosure
regul ati ons.

MR TATERKA: [|'m Steve Taterka. |'mhere on behal f

of the National Association of Consuner Advocates. First
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12
I'minterested in seeing the extent to which everybody

agrees that there is a problem And second of all --
second, of course, the solution to that problem

MR WHATLEY: |'mJohn Whatley, with the Association
of International Autonobile Manufacturers. | guess we cone
to this | ooking, we al so sense the great deal of consensus
in the comments.

And we were hopi ng the consensus woul d nove further
towards a standard that is clear, sinple, and uniformfor
di scl osur es.

MR K TZM LLER |'m Peter Kitzmller, with the
Nati onal Autonobile Deal ers Association. And | guess what
I''mhoping to get out of today is to determ ne where the
problemareas are and try to find sone reasonabl e,
consi stent ways to deal with these disclosure issues.

MR VELEZ: George Velez from CGeneral Mdttors
Corporation. And | guess sone of our colleagues here have
al ready expressed the same hopes | have.

Lou did an excellent job of stating, | think, that
what we are | ooking forward to here is getting sone idea of
ways to fix some problens that we see out there. But |
think you do have a | ot of common ground.

M GRSHAM [|I'mR B Gisham |I'mwth the
Nati onal | ndependent Auto Deal ers Association. W're here

to contribute and to provide input and to listen and to hel p
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13
Ceneral Modtors all we can.

(Laughter.)

MR MAER Peter Maier. I'man attorney in private
practice in Seattle. | do many lenon |aw cases. |'m
particularly interested in the specifics of how the buyback
process works after the buyback occurs.

M5. DANIELSON: Carol e Dani el son, fromthe Federal
Trade Conm ssion, D vision of Marketing Practices. And |
too was heartened by the anmount of common ground that | saw
in the cooments that | read.

And 1'' m hoping that we can build on that and that
t hrough the process we have today that we can help the staff
here reach a recommendati on, a good recommendati on for the
Comm ssi on.

M. PHELPS: |1'm Berta Phelps, and | represent the
National Auto Auction Association. And | hope to convey of
how our auctions fit into the used car marketing business.
And | would also like to | earn of how our auctions can aid
with the coomttee to resolve any of the buyback probl ens.

MR COHN M nane is Adam GCohn. I'mwth the
Federal Trade Commission. |I'man attorney with the D vision
of Marketing Practices.

And I'min agreement with Carole; | want to |learn
nore about where the areas of agreement and di sagreenent are

anong the various parties and to hopefully figure out what
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14
the FTC can do to help facilitate a solution to the problem

MR HLE I'mAlen Hle. 1'mthe Assistant
Drector in the Dvision of Marketing Practices. And | hope
that this discussion today will advance beyond what we see
in the comrents to the point where the staff that you' ve
already met will be able to make a good and sound
recommendation to the Conm ssion on how it should deal with
the petition that started this proceedi ng.

M. HARRINGTON: Wl I, 1've already introduced
nyself. 1'm Eleen Harrington, and I'mthe D rector of
Mar keting Practices Division.

And | want to say that sonething has just happened
that gives ne a little bit of enpathy with all of the people
who are in the chain of selling these vehicles with respect
to nmaking sure that the right notices get passed al ong
because we screwed up and forgot to print up a nane tag for
Jack QGllis, but we have just done that and seated him at
the table.

And, Jack, we couldn't, we wouldn't dream of havi ng
this discussion without you or the CFA But | apol ogi ze.
And woul d you introduce yoursel f?

MR GLLIS Wll, ny nane is Jack Gllis. I'mwth
t he Consuner Federation of Amrerica and the author of The Car
Book. And ny goal here is to resolve this problemas

qui ckly as a nane tag was produced for ne.
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15
(Laughter.)

MB. HARRINGTON Let ne just say that the solution
here is not that the FTCis going to print and distribute
anyt hi ng.

(Laughter.)

M5. HARRINGTON: W can't even get 25 name tags
right, so --

MR GLLIS: The private sector can do that quite
wel | .

M5. HARRINGTON: Wl |, thank you very much. Let ne
al so say that for those of you who are here but not seated
at the table, there will be an opportunity at four for
public participation

And during that tine we would |Iike you and ask you,
and we will insist that you please limt your comments to
matters that have been di scussed today.

Ckay. Let's go get toit. VW have tried in setting
forth this agenda to tell you why it is that we are asking
t he questions that we are asking.

So the first series of questions that we're asking
for sonme discussion on deal with the definition of a
buyback; what is it, what ought to be included in this class
of vehicl es about which information is needed or shoul d be
provi ded.

What we see in the cooments, as we have indicated on
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the agenda, is that there is not conpl ete agreenent anong
the commentors on what it is that defines the vehicles that
are inthis class, if you wll

And so we'd |ike sonme discussion on that. And |et
me just open it up. How shoul d buyback be defined? Wat
vehi cles ought to be in this class, about which there seens
to be sonme agreenent that there is additional information
required.

(No response.)

M. HARRINGTON:  Well? 1'mgoing to start to cal
on people if noone is -- Thank you very nuch, GCerry.

MR DUCHARME: Ve tal ked about this extensively.

And very frankly you can, if you | ook at defining buyback in
terns of a process, | think you are going to find yourself
with a definition that will not work.

If you define a buyback as a car and a person
involved in a certain stage in the lenon | aw process in a
particul ar state, you won't necessarily encapture the right
kind of vehicles that really warrant discl osure.

Because, for instance, soneone rmay be havi ng
substantial problens with their vehicle, may be attenpting
toget into the, this new settlement process board in a
particul ar statenent or the | enon | aw process in a
particul ar state, but |ow and behold there will be a

goodwi I I, so -called goodw Il buyback and the vehic le wll

For The Record, Inc., Wl dorf, Maryl and (301) 870 -8025

be



© 00 N oo o b~ W N P

N N NN NN R R R R R R R R R R
g B W N P O © W N O 0 M W N B O

17

repurchased by the manufacturer and it will be resold.
Under sone definitions that vehicle would not count
as a buyback or not warrant disclosure. MNow, that isn't
necessarily right.
What we' ve been doi ng, because of the inability I
think to cone up with a proper definition, we have been

di scl osing every vehicle that we actually do buy back

regardl ess of whether it's a goodwill or so -called |enon | aw

vehi cl e.

So | guess our viewis that a definitionis an
extrenely difficult thing to do. | can't conceive of a
definition that woul d work.

So the easy way around that is sinply to disclose
every vehicle you buy back; and that's what Ford Mt or
Conpany does.

M5. HARRI NGTON:  Ckay. John.

MR WHATLEY: | think this question, as | read the
comment s, was perhaps the nmost difficult question posed. |
guess | was pleased to see that it was first, although it is
nore hard to get your hands around.

In our viewthis is a conplex, the consuner
satisfaction issue is a conplex situation. There is a whole
range of activities that nmanufacturers undertake to nake
consuners happy.

At the sane tinme, we as an industry would like to
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have a fairly sinple standard to deal with so you woul d have
to balance--this is kind of a schizophrenic process in a
way--you have to bal ance out the need for clarity and the
need for sinplicity against the fact that you' ve got this
whol e range of things that nmanufacturers do, and you have
hurmans naki ng t hese deci sions and humans nake m st akes.

The result was, in our comrents we proposed a
standard that's in a couple of states, F orida and New York
where if there's been a submssion to a state or a
manuf acturer program that triggers these disclosures.

But | ooking at the other comments, there are other,
there were other standards that are proposed. For instance,
if the lenmon |aw presunption is nade. |It's not as clear.
It's not as sinple.

But it's certainly another place you could trigger
the disclosures. | think when you do that, though, you run
sone risk of putting, of doing away with sonme of the various
t hi ngs manufacturers nay do now to hel p consuners of the new
car.

And the question is how do you bal ance out the
benefits to the consurer that buying the repurchased car
agai nst maybe sone | oss in consuner satisfaction because of
the fewer goodwi Il efforts in other areas.

And | think there is a nunber of ways you can go at

that. But our concern is above all that this standard,
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whatever it is we cone out with, be uniformso that we can

figure out what our responsibilities are.

MB. HARRINGTON  You're suggesting, John, that if
the definition of buyback or if the sort of the net is nore
broadly cast, that that nay have a chilling effect on
manuf acturers' willingness to make goodw | | buybacks; is
that what you're sayi ng?

MR WHATLEY: [|'msure that there's -- and | can --

MB. HARRINGTON That woul d be at variance with sone
of the other manufacturers.

MR WHATLEY: |'mnot sure that | can quantify that.
But ny concern is there are a nunber of |laws. W have
ei ghteen nmenbers. And they do a nunber of different, they
have a nunber of different phil osophies on how they satisfy
t hei r consuners.

Sonme do different things than others. | would hate
to sort of nake everything honogeneous. | think that would
hurt conpetition in this area. And there is conpetition
here in maki ng consunmers happy. How nmuch, | can't tell you

M5. HARRI NGTON  Ckay. Steve.

MR TATERKA: | think that the, sort of the
prelimnary question, | think the prelimnary question that
has to be addressed before even defining buyback is who's
going to apply whatever the criteria are.

And | think that's the biggest problem Because
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obvi ously consuners and manufacturers are al ready

di sagreeing as to whether or not the vehicle was a lenon in
the first place

And so consequently that disagreement is still going
to carry over even after there may be a repurchase. So |
think that the definition of buyback cannot allow for the
type of discretion which is going to continue to reflect
t hose di sagreenents between consumers and aut onobil e
manuf act urers.

So consequently | would want all vehicles that are
repurchased to be covered under the definition, of
repurchase or trade assists, so forth, to be covered, making
speci fic exclusions for the kinds of things -- | know
CGeneral Mdtors in sonme cases has had their guaranteed
repurchase prograns | think on Saturns and so forth.

And if the vehicle is repurchased within the time
frames under whatever the guaranteed repurchase programis
advertised, then | think that kind of thing could be
excluded. But otherwise | think they should all be
i ncl uded.

M5, HARRI NGTON Lou.

MR GOLDFARB: Thank you. | nean, | don't want to
oversinplify it. But isn't a buyback any tinme a
manuf act urer buys back a car? | nean, that's a buyback.

| don't think the issue is really difficult defining
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t he buyback. The issue is what do you di scl ose when you

bought back a vehicle, put it through auction and it's being
resol d?

And, yeah, we're sort of skirting around this
guestion. But the questionis, is it a |lenon | aw buyback or
is it a buyback fitting into other category?

And | think that's the area of the nost contention;
when does it qualify as what states define as | enons and
when does a vehicle, therefore, have to be called a | enon,
designated a |l enon, in sonme states branded as, having your
title branded as a | enon.

That's where nost of the difficulty cones. | think
there is uniformagreenent anong the nanufacturers that when
a manuf acturer buys a car back it's a buyback.

M5, HARRINGTON Vel l, let ne - -

MR QGOLDFARB: And when we make di scl osures --

M5. HARRINGTON:  Hold that thought and | et ne check
with John. John, do you people agree with that?

MR WHATLEY: | think usually that's the case. |I'm
not sure it's always the case.

M5. HARRINGTON: Do we have any -- Ckay. You know,
I just want to check to see whether there is agreenent anong
t he manuf acturers.

MR WHATLEY: Ckay. Well, | think he's, he's

hitting the vast majority of the cases. | think there were
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sone unusual situations where there may not be, for

i nstance, a buyer's renorse, overnight a car comes back
that's not under the 30 -day return and goodw || program
But, yeah, they're going to check out the car and you nay
not noti ce.

MR GCOLDFARB: Sone nmanufacturers have prograns
where they actually let you keep the car for 30 days. And
if youdon't like it for whatever reason, you don't even
have to give the reason, you can have it bought back

Maybe that category woul d not be included. And
that's rare. By and large -- John is speaking for 18
manuf acturers; that's a little nore difficult. But by and
| arge, whenever that vehicle is bought back there is a
di scl osure nade.

And the question really is, the area of dispute |
think is what is disclosed and does this vehicle have to be
desi gnated a | enon?

M5. HARRINGTON: Wl |, before we get to that issue,
which is later on the agenda, | really want to try to hone
in as nuch as | can on what you' re saying and where the
agreenent is. Wuld you include trade assists?

MR GOLDFARB: Well, trade assists are not bought
back by the manufact urer

M5. HARRI NGTON:  But they' re bought back

MR QGOLDFARB: Well, the nmanufacturer does not take
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t hem back and run themthrough the auction. | nean, and
manuf acturers have different definitions of what a trade
assi st is.

Sonme use different termnology. But in our case,
the case of Chrysler, we will assist a dealer in bringing a
car back that a custoner is unhappy with very early on, very
early on in the process for whatever reason.

M5. HARRINGTON  What's the problemwith including
trade assists in the definition of buybacks?

MR GQGOLDFARB: | think, | think we do nake
di scl osures that a vehicle has been sent back by the
consuner and the reasons for the sending it back. Again,
t he vehicle never gets resold unl ess what ever was conpl ai ned
about gets repaired, if there is that kind of problem

But trade assists covers a whol e range of issues
that people raise that don't rise to the level of a
nmechani cal problemw th the vehicle, necessarily. Some do.
But, | nmean, in nany cases it goes beyond that.

M5. HARRINGTON:  Now, Steve, does the 30 -day
you -get -to-bring-it-back deal fall under your satisfaction
guar ant ee excepti on?

MR TATERKA: Yes. Yes, it would, sure. Yeah.

M5. HARRINGTON  kay. So we seemto have sone
agreenent there.

MR TATERKA: R ght.
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M5. HARRI NGTON Lou, do you want to say anythi ng

el se? 1've been sort of putting you on the spot, but that's
because you used to work here.

(Laughter.)

MR QGOLDFARB:. If the lenon | aw issues are going to
come up later, fine. But | nmean | really think that --

M5. HARRINGTON Yeah. Oh, no, it wll.

MR QGCOLDFARB: --that's where nost of the difference
in point of view comes when that has to be done.

M5. HARRINGTON:  Ckay. Evan and then Jack.

MR JOHNSON: My perception when | sent the, |
t hought there was a | ot of common ground. Actually I
t hought a | ot of the common ground was on this issue. And
maybe we need to be flexible in the agenda.

Because | hear, | think I hear the consuner
regul atory side and Ford and General Mdttors in their
commrent s and now Chrysler being pretty close on this issue.
| nmean, that's highly unusual.

M. HARRINGTON:  Weéll, we're going to test it in
just a mnute.

MR JCOHNSON: Ckay. In terns of how you say and
cat egori ze vehicl es on which sone kind of disclosure is
appropriate, then maybe the issue is the disclosure.

| think it's worth visiting here the terns. And |1'd

like to say for purposes of the audience, obviously, to try
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and clarify sone terns because people use themdifferently

out there.

One is the termbuyback. Somnetines peopl e use that
to nean a case just when a car is repurchased in cash. |
think we are using that broader here to include so -called
repl acenent. So we need to be clear.

| knew a very good consuner advocate who was
conpleting a termof three years on her |ocal Ford board
here and she thought she was buyi ng back cars that was
determned in use, but at the tine the board was only
repl acing the cars, not buying back.

And at the end of her termshe finally realized that
peopl e weren't getting cash back for those cars. And Ford
has since cleaned up their termnology and they are in fact
repurchasing cars in that program also | nust add.

But that's why terns are inportant and we need to
know what we're talking about. Trade assist is a termthat
Lou says nmanufacturers have different definitions of, and I
want to hear it.

Because trade assi st can nean several things, one of
whi ch, a placenent transaction mght be viewed as a trade
assi st.

| call replacenment a situation where a nmanufacturer
may say, consuner, okay, we'll take back your car to a

deal er and rmaybe you paid for an upgrade in a cost of a new
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vehicle that's nore expensive than what your old one was and
maybe you paid sonething for mleage, that's a repl acenent
type transaction.

But sonetines trade assist is applied to that. And
I can tell you when the paperwork is done, it's hard to see
that that was a full replacenent transaction soneti nes.

The other termthat mght include trade assist is
the policy of so -called certificates. A nmanufacturer
instead of working on a particular deal on an entire
transaction will say, okay, consumer, we'll give you a
certificate good for usually in the thousands toward the
purchase of another vehicle of our nake.

And you cut your best deal. It can be at the deal er
you have been dealing with or someone el se. And you nay not

even trade in your old car; you nmay get rid of it in sone

other way. But, | nmean, that's a trade assist also.
Now what happens with those vehicles? | guess ny
thinking is, | mean, if a vehicle in which a certificate is

given is traded in to a dealer of that vehicle
manuf acturer's nmake, then disclosures is appropriate there

also. But | think we can talk about the terns alittle

nor e.

MB. HARRI NGTON  Jack.

MR GLLIS That's essentially, | was just going to
ask Lou what -- could you define trade assists? That's --
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MR QOLDFARB: A trade assist is a situation where

we becone aware because a customer is conplaining to our
custoner relations office that that custonmer is unhappy with
t he vehicle for whatever reason

Sonetinmes it's a mechani cal problemand the deal er
makes an effort to fix it. Sonetines it's buyers' renorse.
Sonetimes it's the noise of the transmssion. Sonetines the
person bought a truck and didn't realize what it was like to
drive a truck.

But they' re real unhappy and the dealer wants to do
sonething for this customer. W want to do sonething for
the customer. W will basically provide some anount of
noney to enabl e that custonmer to buy another Chrysler
pr oduct .

Now, the vehicle they turn in becones a used vehicle
i mredi ately, okay, so we then have to di spose of that
vehicle. And ny understanding is we nmake di scl osures even
in those situations of the history of that vehicle, what was
conpl ai ned about, what was repaired.

And those vehicles are put back on the market as
used vehicles. But we basically provide sone anount of
funds to enable that new transaction to take place, the sale
of anot her car.

MR G LLIS But the consumer is on his own in terns

of trading in the problemcar?
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MR QGOLDFARB: Yeah, well, the consuner - -

MR GLLIS O is that contingent; youll give ne
the money if | give you the car?

MR QGOLDFARB: Well, | nean, we don't give themthe
full price of the car. Wat happens is a negotiation takes
pl ace between the consuner and the deal er to buy anot her
car.

And we will make up the difference in |ost val ue
because the car they' re bringing back is a used car. And we
wll, you know, basically satisfy that custoner with a car
that's nmore to that person's liking than the one they drove
out of the deal ership wth.

MR G LLIS But you in effect buy back their
vehi cl e.

MR GOLDFARB: Wl |, the vehicle cones back to the
dealer; it does not cone back to Chrysler. Soit's a
conpl etely different process.

M5. HARRI NGTON  But, if | understand you correctly,
you don't have a problemw th the notion that the class of
repur chased vehicles for purposes of this discussion
i ncl udes the vehicles that are bought back by the deal er or
taken back by the deal er rather than the manufacturer.

MR QGOLDFARB: No, | don't have a problemwth that.

M5. HARRINGTON. And I'd like to, Phil, before we

call on you, | just want to, | want to check to see around
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the table whether there is any di sagreenent on the notion

that the class of vehicles that we are discussing here
i ncludes vehicles that are taken back by the deal er as well
as vehicles that are taken back by the nanufacturer.

Is there any disagreenment on that? Could | just see
a show of hands?

D sagreenent on that; Cerry, George, John. Well, we
are going to talk nore about that in just a mnute then.
And for you three I'mgoing to call on you and ask you why,
you know, what your concerns are there. But let's go first
to Phil.

MR NOWCKI: Wth you raising that question, 1'd
li ke you to ask then the question you were going to ask
because it may be rel evant.

M5. HARRINGTON:  You may ask it.

MR NOWCKI: Well, just the question you had said
as far as is there any difference with deal ers and
manuf acturers in terns of the vehicles that are taken back.
I'd be interested in what they were going to say before |
say what | was going to say.

M5. HARRINGTON:  Ckay. Well, then, we'll cone back
to you, Phil.

Cerry?

MR DUCHARME: W use certificates fromtine to tine

for custoner satisfaction purposes. And nost times because
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we have instructions to our field personnel not to use

certificates for cars that are, and again we get into a
definitional issue here, but cars that are | enon | aw
eligible, our field personnel are inforned they are not to
use what we call certificates for the consuners.

M5. HARRINGTON: Wl l, what are these certificates?

MR DUCHARME: Basically they' re negotiated with the
custoner who is unhappy for a series of reasons. And I'm
| ooki ng for sone exanples of the reasons. They' re good for
an anount of noney on the purchase of a new vehicle.

Now, sone, some consumers nay well keep the vehicle
they have and use a certificate to buy another vehicle for
their spouse or their child. A certificate doesn't have to
be used for the specific vehicle for which it was granted.

Now, they're used for a nunber of purposes.
Sonmebody may wel | buy an Explorer and expect to tow their
cabin cruiser around with it, and | ow and behol d t hey
di scover it just isn't capable of doing that.

VW have a nunber of people who have their vehicle
out of warranty, they have an expensive repair that they
have to have on the vehicle, it's just out of warranty; so
as a natter of goodwi ||l we say, look it, you don't want to
have the repair.

Maybe you want to trade it in and here's a

certificate for a thousand dollars against a new car. W
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use it in situations where people for sone reason or other
just |l ose confidence in the vehicle, if it stalls and the
i ke a couple of tinmes.

M5. HARRI NGTON Cerry, let me interrupt for a
mnute. That's all fine. But what we're really talking
about here is what happens to the vehicle that they have
when the deal er takes it back.

MR DUCHARME: The vehicle that they have is not
consi dered by us as a buyback, by Ford Mdtor Conpany. The
dealer is, takes a trade -in just as a dealer takes a
trade -in on any other vehicle at the deal ership.

It's either sold by the dealer on his used car |ot
or the deal er wholesales it el sewhere as a used car. It's

treated just as any other trade -in.

M5. HARRINGTON:  What's the problemwith treating it

differently? Wat's your problemw th that?
MR DUCHARME: M problemis that there is no basis

31

totreat it any differently than a regular trade -in. There

is nothing wong with these vehicles. They are just a
trade -in car.

M5. HARRINGTON:  So your assunption is that the
vehicles that are in the buyback cl ass have sonet hi ng w ong

w th then?

MR DUCHARME: M assunption is that the vehicles in
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t he buyback, you know, class don't always have things wong

with them But as a matter of degree, let's say, there is
nore of a chance that sonething is wong with themthan, of
course, there is with a certificate card.

If we have a lot of cars in the buyback category,
they are purely goodwill. [If someone is so upset with
certain aspects of the vehicle and if they are along -term
custoner of the conpany, they own a |lot of vehicles, the
famly owns a lot of vehicles, we nay well bend over
backwar ds and buy back their car, where another person in
the same situation we would give a certificate.

What |'msaying is that it's customer specific not
vehicle specific. In other words, we do this for the
goodwi || of the custoner. It isn't necessarily related to
the particular condition of the vehicle. And that's the big
di fference.

M. HARRINGTON:  I'mnot seeing the difference sort
of conceptual | y between a goodw || buyback that the
manuf act urer makes and a goodw || buyback that the
manuf acturer or the deal er participates in.

MR DUCHARMVE: Well, it's not a - -

M5. HARRINGTON:  That isn't a buyback | guess in
your mnd. I'mnot -- Because if the assunption isn't that
there is sonething wong with the car that's bought back,

then what's the difference?
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MR DUCHARME: VWell, the point is many tinmes with

certificates, they are issued on the basis of who the
consuner is and the degree of loyalty that we want to
nmai ntain with the consuner.

The certificate isn't necessarily issued because of
a particular problemin a car that we think is a concern.
That's the najor difference.

Wien you get into the goodw || area and when you get
into the so -called | enon | aw area, then you nove fromthe
custoner -specific kind of action that you're taking to
preserve loyalty into the let's -fix-a-problemwth-your-car
cat egory.

And there is vast difference between the two and |
think a vast difference between how a manufacturer ought to
react in the two situations. There is a |ot of gray between
t he two.

And the gray, as | would say, | would think in the
area of the goodwi |l car, if you can define a car as such, |
think it's pretty black and white. And the certificate, it
gets gray in the goodwi I, and again it gets very, very
clear in the so -called lenmon | aw eligible vehicle. So it
nmoves from custoner specific to vehicle specific with a gray
area in between.

M5. HARRI NGTON:  Ckay. CGeorge.

MR VELEZ: Yeah, let ne take a shot at that because
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we've got the same problemthey do. W have the

certificate. And the problemis we don't get the car back;
it isn't a buyback. There is no obligation to trade that
car in, so consuners often will buy a second car; they'l
trade in a different car. And so --

M5. HARRINGTON: Do you have any idea how often in
these certificate situations the deal er takes back the car?

MR VELEZ: | don't know that because, again, you'd
have to get that, that cones under the dealers' statistics.

M5. HARRINGTON:  You don't do that?

MR VELEZ: W don't, we don't do that, no. The
other, with a straight trade assist with the deal er where we
participate financially, again we don't buy back the
vehi cl e; the deal er does.

VW don't have a problemdisclosing. In fact, we
give the deal er our disclosure docunments and encourage hi m
to disclose. But we lose control over that vehicle. W're
never in the chain of title.

The dealer has that and it's really up to himto be,
to disclose. The third situation | think where it gets a
little screwy is in lawsuits, for exanple, the consuner is
absol utely convinced, he'd go and then we'd di sagree, sues
us over it; we settle that for cash.

That vehicle will go on for -- he'll keep the car

perfectly happy with the car, and who knows what's going to
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happen to the car. W have, we certainly have no contro

over it, don't know when it's going to get traded in, if
he's going to get rid of it, if it's going to get sold to
anot her consuner. W don't know that.

MB. HARRINGTON  Lori

MB. COHEN If Motor Vehicle Admnistrators are
disclosing on atitle, say, or on a brand, sonething is in a
manuf act urers' buyback status, to brand sonething, there is
an inplication there is safety issues, there is a deval ue
i ssue.

And it seens that if it's inportant enough to
di scl ose, there would be a safety or val ue issue, not that
sonebody took it back because there wasn't enough trunk
space. | would think you would want to have the definition
of a safety or value inplication and not call it buyback.

M5. HARRI NGTON: Phi |

MR NOWNCKI: Yeah, well, there's a lot of gray
areas. W had | ooked at about several thousand of
settlements, both fromour own programand fromthe
manuf act urers' prograns.

And they generally fall on a whol e range of
cat egori es people who get the conplete, as a settlenent, the
refund that they would be entitled to under the | enon | aw
This is for the Florida Attorney General's Ofice, by the

way, for people in the audience.
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Repl acenent vehicles where it is really a swap in

accordance to the lemon law. And then it goes down a little
bit where we | ook at sonething in the formof trade assists
where it | ooks |ike some noney was of fered by the

manuf acturer to hel p the consunmer get out of the car;

partial refunds, if you will, where they don't give them
everything they're entitled to under the | enon | aw

Maybe they bill themfor their entire mleage or
they don't give themtheir interest. And then you get into
buyer certificates that are used. You get into, as was
nmenti oned, sone peopl e take straight cash and keep the car.

You get into some people accepting repairs or
extended warranties. Wen we approach these, though, we
al so | ook at the buyer certificates that were used and try
toidentify how nmany times we saw that as a settlenment and
how many tinmes that was actually used by the consuner and
sone evi dence that the consuner did return the car.

And particularly with the nmanufacturers' prograns,
they have to keep that infornation under Rule 703. 1|'d say
at least 90 percent of the tinme when we did see evidence of
a certificate we were able to find, to the extent it was in
the file, sone evidence of what actually happened, that
indeed it was used to purchase another vehicle of that mnake.

| would say the other issue that--again, it's

drawi ng those lines on the use of buyer certificates; and
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again this was prinmarily the three domestic manufacturers so
I can't speak for each one specifically--but in general,
bet ween those things that were trade assists or buyer
certificates or other types of partial refunds, to us it

| ooked nore |like a product of what the consumer was willing
to accept as a settlenent, not so nmuch as the condition of
the car.

So, you know, as far as what we could tell in
| ooki ng at buyer certificates, the nonconformty, how many
times that it infects or how nmany days out of service,
conpared to trade assists or partial refunds we did not see
a big difference.

MB. HARRI NGTON  John.

MR WHATLEY: |'mnot sure what all 18 of ny nenbers
do. Some of them | think would agree with Lou. | think
sone woul d agree with Gerry.

There is another way to look at it, too, though, and
that is what is a disclosable buyback under current |aw?
And a nunber of our conpanies try to draw that line. The
problemis you have a nunber of different jurisdictions and
a nunber of different definitions and it's difficult to say.

Some conpani es adopt the policy that they disclose
the car, in our judgnent it beats the | enon | aw presunption
in whatever state it's bought back in. And that's, that is

alittle -- that's a |lot gray.
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What you do if you have that policy is you try to

nmake certain you overdisclose. So if you buy it back for
paint or for color of paint, not necessarily a paint defect,
you don't disclose that because it wouldn't be a, it

woul dn't be a substantial defect in best use, value, and
safety.

But if it's something that breaks, naybe you do.
There are other ways to sort of make this definition if you
kind of look at it in terns of what's out there now And
part of the problemwe have is there are so many different
regimes, so nany different definitions, it's hard to know
what to do fromstate to state.

M5. HARRINGTON:  Rosenary.

M. SHAHAN | start off by saying that we were
pl eased to see in the comments, | see around this table,
feel like I'mhearing, anyways, nore novenent than there was
in the conments.

But 1' m concerned about Gerry's commrent regarding a
vehicle that's returned after it stalled a couple of timnes
and the consuner has | ost confidence in the vehicle.

And one of the biggest problens we're concerned with
is when there is an intermttent defect |like that and
consuners nmaybe have been scared because it stalls in
traffic; and they have reason to be concerned about it.

And we don't want vehicles with a condition that is
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a serious condition to not have full disclosure on them

Qur nmjor concernis --

M5. HARRI NGTON What woul d you di scl ose, though,
Rosemary? Tell ne, tell ne what that disclosure should be.

M5. SHAHAN That it had a history of stalling,
and -- or at |least the consuner alleges that it has a
condition. One of the biggest problem areas --

M5. HARRINGTON  Coul d the discl osure include -- |
want to, nmay | press on this alittle bit?

M5. SHAHAN. Ckay, sure.

M5. HARRINGTON Let's say that the disclosure is
consuner alleges vehicle stalls in traffic. Wuld there be
roomon that disclosure for sone comment fromthe
manuf acturer as well? Manufacturer says --

M5. SHAHAN  Fignent of their inagination.

(Laughter.)

MR GLLIS Couldn't find the problem

M5, HARRINGTON: Wl |, that doesn't seemto be a
particularly marketable claim

M5. SHAHAN Well, nothing to say it's nornal.
Stalling in traffic isn't nornal.

M5. HARRINGTON:. No. But, | nean, if the disclosure
was, you know, you know, car returned, you know, car bought
back, you know, consurer says stalls in traffic.

M5. SHAHAN  Unabl e to di agnosis naybe.
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M5. HARRI NGTON:  Manuf acturer says, you know,

problemis fixed or manufacturer says can't find the problem
or manufacturer says there isn't a problemand the car is
under warranty or sonmething like that. Wuld that be

accept abl e?

M5. SHAHAN  Possibly. | think one of the concerns
we have regarding disclosure is the inplication that a
probl em has been fixed when it sinply hasn't been adequately
di agnosed. And we've run into this.

The inplication is, you know, this was the problem
And especially if there is noindication that it was a
repeated problem a consuner would want to know, did this
happen only once or did it just happen and it was returned
for this 12 tines?

| think there is a difference, and peopl e woul d want
to knowthat. And if the inplication is that it's been
repaired, that's kind of tricky, too.

Because sonetinmes with an intermttent problemit
may appear to have been repaired but then, you know, it
reoccurs under certain clinmactic conditions or a certain
altitude again. Maybe it just wasn't tested adequately.

M5. HARRI NGTON:  Ckay. Jack.

MR GLLIS I'mstill going back to your original
guestion. I'ma little confused. The auto nmanufacturer,

are you saying that a buyback would apply to you but not
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deal ers?

M5. HARRI NGTON  George? He's naking significant
eye contact with you

(Laughter.)

MR GLLIS O the NADAguy. | nean, I'dlike to
know what NADA i s, where you guys are on this.

MR VELEZ: No. | think the common perception is
that buybacks apply only to manufacturers. |'mnot taking
issue with would it should apply to or that it does or it
doesn' t.

I'mjust saying if you are | ooking to us and aski ng
us to define a buyback in terns of what we buy back, which
is the sinplest definition, we don't buy those vehicles
back. And so for those classes of vehicles you re going to
have to ook to someone else is all |'msuggesting.

MR G LLIS kay. But they could be called
buybacks as well, just because the deal er buys it back and
not you

MR VELEZ: |If soneone buys it back, | think you can
call it a buyback.

M5. HARRI NGTON  Peter.

MR KITZMLLER Well, | think fromour perspective
with regard to trade assists, and again different
manuf acturers do different things with trade assists. W' ve

heard about the coupons and sorneti ne -- | mean, what | would
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call a nornmal trade assist situation is where we have a

custoner who i s unhappy with a vehicle for a particul ar
reason and we go to the nanufacturer.

And between the deal er and the manufacturer we give
the person financial assistance and we trade them out of
that vehicle. | don't think from NADA s perspective we have
any problemin disclosing the fact that this was a trade
assi st vehicle to the customer necessarily.

I think in our comments our concern was that again,
we tal ked about defining these terns, are we going to have
to disclose with the same | anguage a trade assist which
soneone traded a car in because they bought an Explorer and
they never had a sport utility vehicle before and they
weren't prepared for the fact that it drove like a truck
with the sane term nol ogy that someone bought the car back
because there was a problemw th the brakes.

Are we just going to call that a buyback? | think
we have sone concern with that. But fromour perspective,
as long as we have sone clear criteria that trade assists
need to be discl osed, you know, and as | ong as we can factor
that into the manufacture when we're figuring out
financially what it's going to cost to buy, to get this
custoner in a different vehicle, | don't think we have a
problemwith that.

Again | think, and some other peopl e have raised
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this, | think that there has got to be sonme | ook taken at do
you want to equate somebody bringing a car back because they
don't like the ride characteristics with sonmebody brought a
car back because there was a problemw th the brakes.

You know, that | think we have sone concern about.
But in general, no. | think froma trade assist standpoint,
if that's part of a buyback discl osure and we understand
what we're supposed to disclose, | don't think we have a
problemwi th that.

M5. HARRI NGTON  Janet.

M5. SMTH | just had a question for Gerald because
| thought | heard himsay that at |east in Ford' s buyer
certificate programyour instruction to your field people is
that if it's alenon law eligible car you won't use the
buyer certificate?

MR DUCHARME: Those are the instructions.

MB. SMTH How does Ford define what a | enon | aw
eligible car is?

MR DUCHARME: It depends on the state | aw

M5. SMTH Ckay. So under FHorida' s law our line
for |l enmon disclosure has to occur is when a claimis filed
with either your informal presale or procedure or the
state -run arbitrati on process.

There is a period before that when the consurer has

to notify the manufacturer directly if the vehicle has a
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def ect and give the manufacturer a final opportunity to cure
t he defect.

And we were interested in kind of know ng at what
poi nt there do buyer buyer certificates occur as a neans of
resolving that dispute? There is definitely notice of the
def ect .

It's not, under our law at |east, a requirenent to
disclose if the vehicle is taken back. But it may be a line
that's di scussed here as a poi nt where discl osure maybe
shoul d click in.

MR DUCHARME: VWell, 1'd have to talk to ny
col | eagues who have Fl orida specific know edge in their
repertoire; | don't at this time. However, the rule out
there is that we have, though, with the use of these
certificates is that they are not to be used for vehicles
that would qualify for |enmon | aw protection.

They are solely to be used for custoner satisfaction
pur poses and the kinds of situations we di scussed. Wen
nmenti oned the exanple of the car that stalled a couple of
times, you should all take into account that nany tines cars
will stall intermttently when the consurmer goes out and
buys, you know, dirty gasoline and puts that in the product.

And sone peopl e who don't have a | arge anmount of
dat abase in terns of the mechanics of the car will |ose

confidence in the car even though the problemhas nothing to
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do with the car.

And that was an exanple that | put Ford had a
probl emthat Rosemary was describing. But if you want the
answer in Florida, |'mvery happy to get that information
for you.

But the nessage we have to our consuner affairs
people is that these certificates are to be used for a
particul ar kind of purpose. They are not to be m sused.

And they are msused. But we have, you know, ways
of tracking that in the conpany and we try to inspect that
or stop that when we cone upon it. But they are solely to
achi eve custoner satisfaction in non | enon | aw ki nds of
si tuations.

M5. HARRI NGTON Lou, you were next on ny |ist
but --

MR QGOLDFARB: | wthdrew.

M5. HARRI NGTON:  kay. And, Gerry, | guess you --
was there anything? You were next after Lou.

MR DUCHARME | think that's it.

M5. HARRINGTON:  You're covered, okay. Robert?

MR GRAHAM The general tenor of the discussion I'm
hearing today is sort of tension between underi ncl usi veness
and overinclusiveness. And we've been talking a great deal
I think about these trade assists and these so -called

goodwi | I buybacks. | think we are tal king about the
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mar gi nal cases here.

So when, if we're going to focus on the nargi na
cases, I'd like to know fromthe manufacturers if they can
give us a sense of what percentage of the nunbers of the
vehicles that they say that they buy back per year, what
percents of those include the goodwi Il buybacks?

I nmean, if we're going to be that concerned about
so -cal l ed goodw || buybacks, we've got to nake sure that
that's a substantial nunber.

M. HARRINGTON  That's a very good question

MR GRAHAM So, for instance, George, you nentioned
in your comments that roughly one half of one percent of the
vehi cl es under warranty at any given time are purchased,
during a given year are repurchased by GV

If you assune a two -year warranty, we can al ways
roughly raise the cap and figure, what percentage of those
woul d you say are buybacks for vehicles that are not
strictly speaking | enons?

MR VELEZ: First of all, let me say that nunber is
wong. It's grossly overstated. But in percentage terns |
can tell you three percent of the vehicles we buy back are
nmandated to be bought back; 33 percent are bought back under
guar ant eed satisfaction prograns. And you're talking, the
rest of that fromour perspective is nostly goodw |l. So |

woul d say wel |l over 50 percent.
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MB. HARRINGTON  So you're saying 64 percent of the

cars that GV buys back you woul d cl assify as goodwil |
buybacks?

MR VELEZ: No, | wouldn't go that far. | would say
if it'sin agray area, if |1'd say even being conservative
and taking half of those, we're tal king about 16 or
sonet hi ng percent being goodwi Il and giving the benefit of
t he doubt. Because obviously we buy back cars that were not
ordered that do neet |enon | aw presunptions.

M5. HARRINGTON:  Early buybacks, as they're call ed.

MR VELEZ: Yeah. Wll, once arbitration has been
filed in Florida, for exanple, then that's a vehicle that
has to be disclosed. W weren't ordered to buy that car
back but we chose to and it nmet the presunption and so we
have to disclose that.

M5, HARRI NGTON Lou.

MR GRAHAM If | may just clarify what I'mtrying
to say. W have been tal king today about certain things
where you have got a long -tine custoner, sonebody that is
reputable, going to plead on themfor General Mbtors,
Chrysler, Ford vehicles.

What percentage of those cases where somebody has,
sonebody has bought a Ford Explorer, for instance, and they
aren't able to tow the cabin cruiser. Wat percentage of

the time are we tal king about that kind of a case, bad col or
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or just not knowi ng howto drive a truck for instance?

M5. HARRI NGTON Lou.

MR GOLDFARB: VWell, we're talking, | mean, you put
it into categories, goodw Il and | enmon or goodw Il and
mandated by ny community. W don't consider every vehicle
that is not a mandated buyback a goodw I | buyback.

| nmean, there are nany, many -- and | think our
percentages are probably the sane as GM's; three percent nay
be nandat ed.

The vast majority of themare vehicles we bought
back where a custoner has conpl ained of a problem W
believe we've fixed it. The custoner disagrees. W buy it
back. And we fully disclose what the probl emwas, what we
didto fix it.

And we nmake sure that disclosure is given to the
deal er and the dealer gives it to the custonmer. So, | nean,
if we wanted to assunme that we're assumng that all other
t han mandat ed buybacks are goodw || buybacks --

MR GRAHAM No, | understand that.

MR GCLDFARB: --the product's worthiness has been a
probl em and that problemhas been fully disclosed.

MR GRAHAM | understand that. Geat.

MB. HARRINGTON  But we're not -- Let me sort of
clarify, Lou, then. W're not, though, talking, are we, in

the double digits of percentages of cars that are bought
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back about cars that are bought back because the customer

thinks that the trunk is too snall or doesn't |ike the col or

or --
MR GOLDFARB: No, no.
M5, HARR NGION: --you know, finds that it drives
like a truck or, | nean.

MR VELEZ: Yeah, we are.

M5. HARRINGTON | nean, that's a snall percentage
you're saying in the sense of this?

MR QGOLDFARB: For us it's a very small, snall. |
nmean, we don't have the termgoodwi Il on our disclosure
form Now, we do have, you know, settlement of litigation
or resolution of, you know, a dispute.

V% have sonme, we have about four or five different
itens on the disclosure form But nost often there has been
a problem W nade an effort to fix it. W think it's
fixed, they don't, and we buy it back.

Now one could say that's for custoner satisfaction.
VW wanted to satisfy that customer and hope that they buy
anot her one. In many cases they do.

M5. HARRI NGTON.  Phi | .

MR NONCKI: Yeah. | was just going to say, part
of it isrelated to what, | believe it's Lori said, Cohen,
as far as what the disclosure is going to be. Qving the

exanpl e of the truck that rides bad. Well, yeah, to sone
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people that is true. They've had a car. They're nowin a
truck. It rides differently. They conplain about it. And
there is goodwill. And in sone of those instances it's
swappi ng peopl e out or using buyer certificates.

G her instances, though, it may be a natter of
degree. And naybe this truck does have a vibrati on problem
that is real and genuine and it's bought back for that
reason. It's hard to decipher what that difference is
bet ween what is goodwi Il and what is a legitimate probl em

And again, fromthe manufacturer's side when it
clearly is sonething like color or like a bad ride or, |
nmean, adjusting to a different type of vehicle, to then say
it's bought back because it wasn't repaired after a
reasonabl e nunber of attenpts may be sonewhat excessive and
may be sonething that m srepresents the history.

But it's, like |l said, it's very, very hard to try
and define what this problemis because you' re going to have
differences of opinions on it from people who handl e the
conmpl aints fromthe government and from conpany peopl e who
may see it differently. Soit's --

M. HARRINGTON Is it naive to think that it woul d
be possible for either the dealer or the nmanufacturer to
di scl ose the followi ng: This car was bought back because,
and then the "because" woul d be the previous owner

conpl ai ned of a problemand was not satisfied with, you
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know, the efforts to repair, and identifying the problem or

the previous owner didn't |like the way that the car drives.

O, that is, about the reason for the buyback. 1'm
not tal king here about | enons because those disclosures are
already set. [|'mtalking about nonl enons. Can that, is it,
is that something that can be done by deal ers and
manuf act ur er s?

MR QGCOLDFARB: Yes

M5. HARRINGTON And if it can be done, is that a
sati sfactory sol uti on?

MR GOLDFARB: VWell, we think it is being done. |
nmean, that is what is happening today. | nean, we have
di scl osure forns that have a nunber of -- we don't use quite
t he verbi age that you suggest, though.

But, | nmean, | think it says custoner satisfaction.
And then below that, okay, it lists the probl em conpl ai ned
of. And belowthat it specifies what was done to repair
that problem And that is the disclosure we have been using
since '88, '89.

M5. HARRI NGTON: Phi |

MR NOWNCKI: Ckay. Let ne make this point. Wat
if, follow ng up on the point you raised, what if you had
t he customer who returned the vehicle sign the formfor the
reason of buyback, provided though it wasn't done under any

duress or conditions to get the settlenent?
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In ot her words, how do you -- and woul dn't that be
the best information to then pass along to the next buyer,
provided it wasn't done under any duress, giving themthe
di scl osure.

Yeah, they swapped it out because | didn't like the
color. And I'mthe first owner, and here's ny nane and
address. And that woul d be a disclosure that woul d be
passed along to the next buyer.

M5. HARRINGTON:  Rosenary.

M. SHAHAN. | think we are noving in the right
direction. If we can address this w thout having what we
call the loopholes. | nean, our biggest concern is that the
manuf acturers in a nunber of cases that were cogni zant about
have used this custoner satisfaction.

VW feel like it's been abused, that vehicles that
are really very defective and serious defects have been
desi gnated as custoner satisfaction. | feel like it would
be hel pful for us to see the disclosure forns that
manuf act urers are using.

And | appreciated the fact that Ford provided its
di sclosure formwith its cooments. And | feel like it would
be hel pful if we could get those fromall the manufacturers,
maybe the di sclosure forns that have been in use in the | ast
two to three years.

Because, for instance, the one disclosure formthat
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we noted that GV had been using, | don't knowif GVis stil

using, indicated it was a custoner satisfaction buyback.
And then when you read the fine print about it, it said that
it could al so be a | enon buyback.

And to ny way of thinking they're not, it's not the
sane. |If it's custoner satisfaction, that inplies that it
was a trivial concern or a natter of taste or sonething, not
that there --

M5. HARRINGTON: Do you have a basis for saying that
that's what that inplies, or is that just your sense or?

M. SHAHAN Just in a sense of it and in talking
with consuners. | think there is sone inplication there
that custoner satisfaction nmeans a custoner was dissatisfied
maybe not for a legitimate reason or a reason that someone
el se woul d be concerned about.

But if it's alsolenon law, if it could al so be
lemon law, then that's kind of contradictory. | nean,
that's a different nmatter. | think where nmanufacturers run
into trouble is where they're indicating it was a customner
sati sfacti on buyback, and the second owner hears sonmehow
fromthe first owner and the first owner says, oh, yeah, it
was really a big pain. And | thought it was --

M5. HARRINGTON:  But | hear Lou saying, for exanple
that there is nore disclosed than custoner satisfaction.

And you' ve al ready expl ai ned that.
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George, what about you? Is there nore? | nean,

what's the, what is it that you' re saying on the these
customer satisfaction disclosures?

MR VELEZ: I'msorry. Wat was the question again?

M5. HARRI NGTON:  When GM provi des a disclosure on a
buyback and the reason for the buyback is customner
satisfaction or custoner dissatisfaction, is there
addi tional information provi ded about the nature of the
problemor the, whatever, that left the customer
di ssati sfied?

MR VELEZ: Yes, there is.

M5. HARRINGTON:  And give ne an exanpl e of what that
woul d be.

MR VELEZ: Well, here is a copy of our form And
the formhas the different categories that you can check
off. And then it has an area where you, in all instances,
should wite in what the reasons for repurchasing the
vehi cl e were

The category Rosenary is talking about is titled
nmedi at ed or custoner satisfaction purchase. And then what
the verbiage explains is this problem we have put
definitions.

VW' re not going to argue about whether this was a
| emon | aw or customer satisfaction. W're just telling you

that's the general category it fell in and these are the
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reasons we bought it back.

MB. HARRINGTON  Coul d you read us that paragraph
pl ease?

MR VELEZ: It says, "Ceneral Mdtors or the deal er
voluntarily repurchased or reacquired this vehicle as a
customer satisfaction neasure.

Included in this category are vehicles repurchased
under a guaranteed satisfaction programor reacquired to
settle or nediate a dispute in the BBB Auto Line Programin
whi ch General Mdtors participates. These disputes could
include clains that could fall under a state |enon | aw "

Now, the thing you have to understand is that many
states have their own requirenents. So this is filled out
always in addition to whatever the state requirenent is. So
you woul d actually have two forns, as you do in California,
that are handed al ong the chain that hopefully gets to the
consuner .

M5. HARRINGTON: Thank you. Evan.

MR JCOHNSON: | guess ny reaction to that is simlar
to Rosemary's. | mean, the disclosure isn't specific
enough. Wen you include everything it doesn't tell the
consuner anything. And that's what that does.

I have a phil osophy of giving, | have no probl em
with giving information in the disclosures and | think we

shoul d di scuss that specific information. | think when
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you're tal king about sort of a threshold cut -off, and

sonet hing that needs to be in there i s when a consuner was
all eging, you know, a defect in the car. And we can get
into specific how you want to word that, but | think FTC
staff would work out things like that, I"'mquite sure.

But if there is an allegation, then I think you re
in a category where you need to, that needs to be said. And
that's a fairly objective test that you don't want to get
into too many judgnent calls on the | abels.

If I could digress just a nonent, | have a question
for Lou Goldbarb, and that is, the figures on buybacks in
Chrysler's conments, Lou, now did those not include trade
assists, which are the ones that you help the person into a
new car on or not?

You seemto use trade assists pretty, pretty
broadly. So I'masking you if your figures of buyback
excl ude trade assi sts.

MR QGOLDFARB: Wiy do you say we use trade assists
broadly? | mean, | gave no indication of what the nunber of
trade assists were; | just defined the category, which is

where t he deal er takes the car back.

| can't break down that nunber. | didn't actually
prepare the comments; Dave Husaka did. And I'll plead
Cerry's defense; 1'll get that information to you

(Laughter.)
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MR JOHNSON Ckay.

M5. HARRI NGTON Gerry, you're next.

MR DUCHARME: Thank you. In terns of disclosure,
know the forns asked us, at |east our forns asked the people
preparing themto check a box.

One is buyback was an effort to pronote custoner
goodwi I I'; another, a decision of the Ford Consuner Affairs
Board; an adverse state lenon law ruling; a settlenent in a
| egal natter; or other

And very frankly, it seens to nme that we aren't
doi ng anyone any favors by asking peopl e to nmake these ki nds
of, you know, judgments really. If it's a -- The inportant
thing is to get the facts out to the consumer why was the
vehi cl e bought back because it may have gone through an
appeal s board process.

And maybe there was not hing wong with the vehicle;
yeah, we had to buy it back. And that happens all the time;
I'msure ny colleagues in the industry will agree. Wat we
do at Ford, we wite down on the formthe reason, inmedi ate
reason why the vehicle was repurchased. But we attach to
the form and this goes right through the auction and goes
t hrough the deal ership and to the consuner the 24, the | ast
24 -nonth history of repairs nade at deal erships on warranty
off of our conputer records.

M5. HARRINGTON: Is this like a plain English
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statenent though, or is it -- | mean, I'm |I'mpretty car

dunmb. So if | were reading one of these statenments would |
have a clue about what this means?

MR DUCHARME: Yes, you would. It's done in a, we
try todo it in a self -explanatory way. There are people
obvi ously who will not know what it nmeans to change a brake
rotor, and that will rmean nothing to them But there is not
any other way of saying it.

So to sone, yes, they won't understand it if they
have no inclination to nechanical terns. But the
di scl osures are witten we believe in clear terns. The
dates are there for the repairs, and the full 24 -nonth
history is appended to the discl osure.

Qur viewis the consuner is entitled to have the
facts. Wether they're relevant or not is up to the
consuner to decide in naking his purchase. But the facts
ought to be there.

Most of these service repairs during warranty
probably will have nothing at all to do with the reason why
the vehicle was repurchased. But yet they're there. If the
consuner finds it relevant, fine; if he doesn't, that's
fine, too.

M5. HARRI NGTON:  Jack.

MR GLLIS Acouple things. (e, I'dlike to

respond to your question, Rosermary, in terns of the common
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under st andi ng of custoner satisfaction. | go back to
sonething Gerry said.

You're buying this car back for two reasons. One,
because there is something wong with the custoner, the
custoner is unhappy, or there is something wong with the
car.

So | think there is a pretty common under st andi ng
that custoner satisfaction nmeans we wanted to nmake the
custoner happy. And that inplies there is nothing wong
with the car.

Because there is no reason without, with a few
exceptions, for any snart business person to sinply buy back
a vehicle that has nothing wong with it. | mean, we don't
want to see you guys doing that because that's going to
rai se the cost of cars.

So | think that there is an understanding that the
word custoner satisfaction neans the car is probably okay.
VW just have -- You know how custoners can be. Gerry just
said it earlier; hey, we buy back great cars that even the
appeal s board say are bad cars all the time; right,
col |l eagues? And you all nodded your head, yeah, yeah, that
happens all the tine.

There is sonething that we are mssing here. So 1'd
like to, you know, just fromour perspective we think

custoner satisfaction has a clear -cut inplication.
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The second thing is, George, in the thing you just

read to ne, you just said GMor the deal er buys back.

MR VELEZ: Right.

MR GLLIS Now earlier you had said, listen, we
buy cars back and that's our deal. The dealer may even buy

cars back, and that's their deal; we have nothing to do with

t hat .

MR VELEZ: Right.

MR Q@LLIS So --

MR VELEZ: W give the dealer this formand say we
suggest you fill it out and we'll hand it on to the next
pur chaser .

MR GLLIS Ckay. So that's just a generic form
that either you or the deal er woul d use, okay.

And then finally, Gerry, can you expound on the fact
that you buy a lot of cars back that the appeals board say
are wong but you think are, consider problematic that you
think are okay?

MR DUCHARVE Well, if we didn't think we had a
case we woul dn't have natters go to the appeals board. |If
we thought really and truly there was a real problemwith
the car, we would contest it and we'd take care of the
cust oner.

V¢ disagree nany tines with what consuners said. W

try to help them W, you know, try to maintain their
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loyalty. But sonetinmes we have di sagreenents. W have

allegations and clains nmainly with respect to our cars that

frankly astound many of us and we find ourselves faced with

deci sions of appeal boards that yet further astound us. And
t hose vehicles --

MR QALLIS Wll, if acar thenrises to the |evel
of becomng a | enmon and goes through a state | enon | aw
process, are you also saying that for the nost part the
reason why that happened is because we woul d have taken care
of this along time ago but we really think the car is okay?

MR DUCHARME: There are all kinds of situations.
I'mnot saying in every situation that's the case. But
there are many situations where we find oursel ves buyi ng
back cars that we find nothing wong with; there are no
things wong with it.

VW resell those, you know, vehicles and we put a
warranty on them And we find in nmany, many cases that
t hese vehicles are never back in for the repair, not a thing
wong wth them

M5. HARRI NGTON  Steve.

MR TATERKA: Let ne make a couple of points. First
I want to address sonething in the formthat George read.
The | anguage that you read included both guarant eed
repurchased cars and | think goodw || adjustnents.

The reason | said earlier that | didn't have a
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probl emwi t h excl udi ng guaranteed repurchase cars is that

typi cal |y guaranteed repurchase prograns are going to extend
for such a short duration that the vehicle wouldn't be
nonconf orm ng under a state |enon | aw anyway.

In other words, if the custonmer has the right to
insist on a guaranteed repurchase within 30 days of when
they repurchased it, it's unlikely that the vehicle would
have net poor repair attenpts or been out of service for 30
days, which may be a typical lenon law criteri a.

But | want to address sort of what | think is a nore
serious problemon the mechanics of disclosure. W are
tal king about the disclosure formthat the manufacturer or
maybe the deal er was going to give presunably to the next
pur chaser .

But in the real world, the only docunent that you
can assume is going to nake it to the next purchaser is
going to be the title certificate. And I think, | nean,
think this --

M5. HARRINGTON Steve, we're going to get to that
i ssue | ater today.

MR TATERKA: Ckay. Ckay. Well, the only thing I
wanted, the only point I wanted to nake was that regardl ess
of what is put on that disclosure form you can't nake the
assunption that it's going to be seen by the next person.

Because, | nean, when | was in the regulatory arena,
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| nmean, | can't tell you how many tines | saw a deal er

selling cars that they may have taken in on trade or bought
at an auction and went ahead and sold; they couldn't even
di scl ose the mleage properly because they didn't even have
the title certificate fromthe prior owner

And now we're tal king about additional forns that
presumably they're going to have and di scl ose to the next
custonmer? It's not realistic.

M5. HARRI NGTON:  CGeorge?

MR VELEZ: Yeah. | wanted to address | guess two
issues that | just couldn't let go, silence sonetines being
interpreted as assent.

One is that soneone nade the statenent that it's a
pretty objective thing when a consuner alleges that there is
a problemwith a car. Thereis -- Everyone here, nost
everyone here probably has owned an aut onobil e.

It is avery enotional thing. And it is
particularly frustrati ng when you believe there is a problem
with the car and it can't be fixed to your satisfaction. So
it becones a very enotional thing. And there is absolutely
not hi ng obj ective about it somnetines.

If you take a look just at the Florida statistics,
56 percent of the cases that went to arbitration by their
own statistics were settled in favor of the manufacturer.

If we had a custoner satisfaction nmatter about those
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car backs, they would then be titled | enons or they woul d be

di sclosed as lenons. So ny only point is | don't think
that's a valid assunption.

Second, you know, folks, if you want to take a | ook
at this disclosure and read the whole thing, 1'd be glad to
pass it around and give you copies or whatever. But that's
the catch -all category here.

There are specific disclosures for when it has been
ordered to be bought back, adjudicated, or bought back after
having been filed with either a state or a DSP arbitration
system

So that catch -all category there is specifically
because we've got people out there in the field who are
trying to do their job. They've got lots of other things to
do and they happen to be hunman

And we don't want to put themin the situati on where
t hey have to have a thousand boxes and have to pick the
ri ght pigeonhole. W give themthe general category. They
say | can't figure out what this is, but here it is and
we' re naki ng di scl osure about what the problens are.

M5. HARRINGTON:  Whul d you reconsider that? | mean
for exanple --

MR VELEZ: Ch, sure. As long as that's - -

M5. HARRI NGTON --we have sone very good, | see one

of themhere, Carolyn Shanna fromour Ofice of Consumer
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Busi ness Education, who |'msure would be glad to work with
any of you on your forns.

MR VELEZ: No, we would take input fromwhonever.
VW are not proud -- we're not, no pride in ownership here.

M. HARRINGTON Geat. Well, Carolyn woul d be gl ad

to work with you on your formbecause I, | have a problem
with that paragraph that you read. | wouldn't know as a
consuner what that neant. | nean, | don't, that doesn't,

that doesn't hit it for me in terns of giving useful
i nf or mati on.

MR VELEZ: But you understand that the driver
behind that is that you, first of all, you're getting a
state formin some instances. And again, the driver behind
it is you don't want to guess w ong.

M5. HARRI NGTON:  Sure.

MR VELEZ: And you are getting presumably what
happened, what were the nechani cal problens. But, yeah,
we'll take input.

M5. HARRI NGTON:  Peter.

MR MAER | have two comments. One is that in ny
experience a pure custoner satisfaction buyback, that is,
because the custoner doesn't like the color, for exanple, is
extrenely rare. And the discussion | think is, in focusing
on that, is mssing the nuch |arger issue.

But the second question | wanted to ask the
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manuf acturers is there is an interesting suggestion in the
comments by the California Departnment of DW that the

di scl osure formhave attached to it a printout of the
warranty history. In ny experience the nmanufacturers can
easily print that out. | think M. Ducharne --

MR DUCHARME: W do that. W do that in the
format --

MR MAER Ford does that. And |'mwondering if
the other manufacturers do that. And if they don't, what
t hey think about that suggestion.

M5. HARRINGTON:  Ckay, we're going to -- Lou is next
on the list. So we'll hear fromthat manufacturer whatever
it is that you were going to say after you answer Peter's
qguesti on.

MR GOLDFARB: Well, actually, it ties into what I
was going to say which was to expound on what Jack dllis
sai d about how peopl e interpret designation customner
sati sfaction.

I think, correct ne if I'mwong, Jack, | think you
wer e suggesting that someone who sees custoner satisfaction
check things that had nothing to do with the car. 1 have
trouble believing it. W don't buy cars back because peopl e
are unhappy with their narriages.

(Laughter.)

MR QGOLDFARB: You know, if someone is unhappy and
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brings it to our attention it's because they're unhappy w th

the car. The inportant information on the disclosure is
what was conpl ai ned about, which we discl ose, and what was
done to fix that, which we discl ose.

And that is the critical information. Al these
desi gnations including, frankly, |enon | aw designation is
confusing. It's msleading. The real information that's
useful is what was conpl ai ned about and why was this car
bought back and what was done to fix it and was it fixed?

I'mnot sure giving a three -year warranty history is
going to be useful to consumers. Frankly, it could be
information overload. | nean, a lot of that infornmation is
difficult to decipher. W shouldn't -- it may be too much
information. | don't know.

| nmean, I'mnot saying it's inpossible to do. |If
Ford does it, certainly it's doable. But, you know, | just
think that no one is msled by a proper disclosure form
even if custoner satisfaction is checked because we al ways
di scl ose what was done, what was wong, you know, where the
vehicle is.

M5. HARRI NGTON:  Adam question?

MR CCOHN  Yeah. Actually naybe the other
manuf act urers shoul d be given a chance to respond first
because ny question actually takes a step backwards to an

earlier question, so --
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MB. HARRINGTON  Ckay. We'll cone back to you.

John, you were next on the list, do you want to
respond to Peter's question?

MR WHATLEY: Briefly two points. The first one was
| wanted to take issue with a statenment that no rationa
manuf acturer were to buy a car back that wasn't defective.
| nmean, we can argue about how often it happens.

It does happen. Because manufacturers look at this
interns of the investment of their custoner. They want
their custoner com ng back. They want their customner
talking to their nei ghbors about how good an experience
t hey' ve had.

And there are a nunber of manufactures that will do
that. They nmay not have a thirty days, a programin witing
with a particular car back for whatever reasons. But
they're very liberal about buying the car back in sone
si tuations.

The second thing is, when you start having to --
this junped to the question what you list on the form |If
you start having to list the warranty histories, it's,
manuf acturers vary in the capacity to be able to do that for
one thing.

Sone have very sophisticated systens. Sone don't.
And if you're trying to get, unless you have a standardi zed

national uniformway of doing it, you' re going to have al
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kinds of problens with the conplexity and confusion that

woul d result fromthis.

Everybody doesn't do that. Everybody | think has
sone problens doing it. And there would be a | ot of
probl ens, sonme shoehorn hol ding everything to that kind of a
form

M5. HARRI NGTON Gerry, do you have an answer to
Peter's question, or you ve already answered it?

MR DUCHARME: |'mgoing to have to go back to your
guestion, Peter. | was thinking of sonething el se as you
asked the question. Wat was your question again exactly?
Sorry.

MR MAIER The question is why isn't it possible
sinply attach with a stapler a printout of the warranty
sumary which | know that at |east the three big
manuf acturers and the donestic nanufacturers have to their
system which isn't an enornously conplex task --

MR DUCHARME: R ght.

MR MA ER --sonething | think a dealer can pull up
in an instant at their termnals at the deal ership.

MR DUCHARME: (kay. Well, | guess the answer is it
is possible. But | would agree with sone of ny coll eagues,
and you questioned how relevant all that is, you know, to
the particul ar consuner buying a particular car.

It seens to me the really relevant information is
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the fact not that it was a | enon | aw buyback or part of the

DSP settlenment or the like, but the fact that it was
repur chased by the manufacturer.

And the other relevant fact is why it was
repurchased by the manufacturer. The third relevant fact is
that it was fixed and here's howit was fixed by the
manuf acturer. It seens to ne those are the three rel evant
things to be told to the consuner.

M. HARRRNGTON O that it wasn't fixed.

MR DUCHARME: O that it wasn't fixed. kay. O
that it wasn't fixed is a relevant factor as well. And it
seens to ne that if we had that on a uniformformused
t hroughout all the United States, then we'd have consuners
who woul d know what to expect when they buy a car and they'd
know how to understand it because they woul dn't be faced
with all these 20 forns.

M. HARRINGTON: Al right. Wll, let's test that
proposition. If we had a formthat said this car was
repur chased and we included trade assists in this for the
pur poses of this question, so whoever does, whether it's the
deal er or the manufacturer, the fact that the car has been
repurchased is going to be disclosed, that it was
repur chased because and there is going to be sone fairly
specific information filling, that is provided, and this is

what has been done about that.
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| nmean, if it was repurchased because the trunk was

too small, | assunme that the statement is nothing was done
to enlarge the trunk.

(Laughter.)

M5. HARRINGTON  Ckay. So, | mean, I'mtalking
about specific, vehicle specific information. Wuld that
fix, if that information was provided on every buyback,
woul d that fix the probl en?

Jack?

MR GLLIS | think it would.

M5. HARRI NGTON  kay. Evan?

MR JOHNSON: |1'mgoing to hedge a little on that
one. | think that that sounds good. [|'mwondering whet her
alittle bit nore information mght be relevant. | mean, it

mght be relevant if the case, if it was a car that got
bought back after a court action or sonething |ike that.
That woul d be ny hedge on that. But | think sone categories
li ke that mght be relevant additional information. But
that core information | think is going a | ong way toward
where we need to be.

M5. HARRINGTON:  Phil ?

MR NONCKI: | have sonme reservations with that.
You get into whether sonmething is fixed and whet her you want
to bring inathird party in to determne whether it's fixed

or whether you just say it's repaired.
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M. HARRINGTON Didn't use the word fixed in ny
di scl osure.

MR NOWCKI: Ckay.

MB. HARRINGTON  And this is what has been done
about it.

MR NOWCKI: Ckay. | mean, it has potential.
Yeah, | still get back that in the end maybe sone bri ght
line threshold just takes care of it and deci di ng where that
bright line is.

MB. HARRINGTON  Robert.

MR GRAHAM M suggestion of that story is that if
your, if sonebody other than the manufacturer has got some
control over the | anguage, then that shows some prom se.

G herwise if the person buying it back, the party
buying it back has conpl ete control of the | anguage used,
it's going to beconme a little bit nore problematic. Because
whet her it's conscious or unconsci ous, the nessenger
control s the nmessage to sone extent.

M5. HARRINGTON:  Rosenary.

M5. SHAHAN | think it would really hel p consuners
to capture that whol e category of vehicles that are getting
bought back. So I think that aspect is hopeful, especially
if there is a double -check there, if there is a potential
that the first owner can cone back, you know, and

comuni cate with the second owner. |'mnot saying we should
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structure it that way. But if there is a way of

spot -checki ng the accuracy.

One concern that we have is that we're seeing, when
manuf acturers, or one, at |east one manufacturer, Chrysler,

I don't know if Chrysler is the only one, is buying back
vehicles fromthe first owner, they're asking themto sign a
confidentiality agreenent not just regarding the terns of
the settlenent, which we have no problens wth, but
regardi ng the reasons why the vehicle was bought back.

And 1'd like to know from Chrysl er and the ot her
manuf acturers if this is becomng common or if this is rare.
Because | think that kind of resolution has sone rea
potential for being helpful, but I'd want to have sone way
of doubl e -checking it for accuracy.

M. HARRINGTON:  Gkay. |'mgoing to get to Lou in
just a mnute. But | wanted, Peter, did you want to say
sonething? Did you have an answer to that?

MR MAIER Yeah. |In answer to your question. |
think that's noving in the right direction. | think there
are sone other things that need to be added to the mx to
nmake it effective.

Ohe is the title and registrati on branding. Because
what you're tal king about would only survive the first
purchaser. And that information should survive down the

i ne.
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Also, | think it's very inportant to nake the
di scl osure formnot just be posted on the vehicle but
actual ly be signed and a copy given to the purchaser.
That's --

M5. HARRINGTON: Al right. VWell, let's test - -
Ckay. Now we're going to givea -- |l'msorry, Peter.

MR NMAIER And then there's, the other things I
think that are hel pful are, Ford, for exanple, is starting a
programputting a door sticker simlar to the odoneter
change sticker. | think that's a very useful concept.

M5. HARRI NGTON  Ckay. Lou. This is on ny
guestion, not Rosemary's at the nonent.

MR QGOLDFARB: Well, | have to respond to both.

M5. HARRINGTON  No, you just have to do what | tell
you to do.

(Laughter.)

M5. HARRINGTON W' || get back to Rosenary's
qguesti on.

MR QGOLDFARB: Weéll, it relates to yours, actually.

M5. HARRI NGTON  Ckay.

MR QGOLDFARB: What is it, your solution is our
sol ution, okay. But you can't avoid using the word repair.
I nmean, we don't want to say to these people, you know,
witing, dropped the floor pad and put in new sl eeves.

| nmean, if we put just the technical details of what
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conclusion into it that this has been repaired, that's the
information that the buyer wants to know, has it been

repai red?

Ve think it's been repaired. The consumner
conpl ai ned about the transm ssion. W spent X nunber of
hours onit. W repaired it, okay. | mean, that has to be
di scl osed. You can't avoid doing that. | mean, that's
critical information

I'mnot aware of ever requiring confidentiality as
the reason for the buyback. That would be totally contrary
to what we're doing. | mean we are giving the reasons for
t he buyback.

M5. SHAHAN | have a copy of a  --

M5. HARRI NGTON:  Ah.

M5. SHAHAN  Sorry.

(Laughter.)

M5. HARRI NGTON Cerry.

MR DUCHARME: First of all, on the confidentiality
in the buyback I, that is totally news to ne. Ve have a, in
a situation where we buy back a vehicle we ask for a rel ease
fromthe individual but there is no confidentiality in there
at all.

And on the point you nmade too, Rosenary, about

nmaki ng peopl e avail able to be contacted by subsequent

75
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purchasers, |'mnot sure a lot of people want to be caught

up in that, quite frankly.

And | think very frankly if we were to require that,
I think peopl e woul d have sone substantial concerns about
their privacy. And just, you know, once they sell the
vehicle they want to be out of the picture. So | think --

M. HARRINGTON: [I'mgoing to interject sonething
here that's probably not going to make you happy. But we
don't want to tal k about agreenents between nmanufacturers
and car owners. That's not what we're here to tal k about
t oday.

What we are here to tal k about today is information
that goes to subsequent purchasers of cars that are bought
back. So that's just not, that's not an issue for today.

MR DUCHARME: | just want to make one further point
if | could. That terns of the fix that was nmade on the car
you want to keep in mnd that when soneone buys a reacquired
vehicle fromus, they get a conprehensive 12 -nonth warranty
on that vehicle, the entire vehicle.

So it's interesting to know what the fix was. But
if anything el se goes wong with the vehicle or if in the
very situation where the fix isn't quite, you know,
effective, the consuner is protected with a full warranty
for 12 nonths or 12,000 ml es.

M. SHAHAN Could | just respond to what Cerry said
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about having the first consumer contacted? Because | think
there is a msunderstanding there. And | don't propose a
formal way that the names of the first owners woul d be nade
avai | abl e necessarily.

| can agree that there could be privacy concerns.
But just that the potential be there for the first owners to
communi cate about the problens. W see that as desirable.

M5. HARRI NGTON  Ckay. Janet.

And then, Adam is your question in order yet?

MR COHN | think it is.

M5. HARRINGTON:  kay. VWell, let's hear from Janet
and then we'll come back to you.

M5. SMTH Well, in answer to Carole's origina
qguestion, | think we're seeing what's happening. W are

creeping in nowinto the area of instead of saying what's
been done to address the reason for the buyback, everybody
wants to say it's been repaired or it's not been repaired.

And that's -- Qur experience has been that on those
manuf act urers who add a comment about repairs, a | ot of
times what we will see are things that were basically
defenses raised at an arbitration hearing that were rejected
by the arbitration board or dates of repair that were early
in the process that obviously did not work or the vehicle
woul d not have been declared a | enon.

And | think Phil's point, that was the probl emthat
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Phil pointed out. |If you start getting into allow ng that

kind of an explanation, and as Robert said, if the control
of the explanation is the manufacturers' to control, then
you're going to see things like that that are m sl eadi ng
because they are basically related to things that the next
buyer is not going to know where that, where that worked in
the chain of events.

But | think that's where you need to be careful in
covering those three areas. | think your basic premse is a
good start for what needs to be on the disclosure form
whatever formit takes.

MB. HARRINGTON  Adam

MR CCHN | had a question in general for the
manuf acturers, but specifically for Gerry. About -- I've
heard a | ot about what types of disclosure should be given,
what types of protections should be given to the consuner
that receives a buyback.

But I'mstill unclear about the issue of trade
assists. Is the 12 -nonth warranty that Ford gives, | assume
that's just for manufacturer buyback.

MR DUCHARME: That's correct.

MR CCOHN  To what extent do you think and the other
manuf acturers think that when a nanufacturer nmakes a good
faith effort to help with a manufacturer buyback and

all eviate the probl emof disclosure and warranty with a
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manuf act urer buyback, does that put pressure on a
manuf acturer to increase the nunber of trade assists every
SO0 much?

| nmean, what protects against trade assists becom ng
sort of a future | oophole for vehicles that are currently
bei ng dealt with as manufacturer buybacks?

MR DUCHARME: If | understand your question, you
were saying that if no disclosure is required with respect
to a vehicle that is traded in with a certificate, there are
no restrictions on that at all, what's to stop us from using
those rather than getting into --

M5. HARRI NGTON:  Buybacks.

MR DUCHARME: - -buybacks. | guess our own
internal, our own internal policies. VW instruct our people
that they are not to use these for vehicles that are, quote,
| emon | aw el igi bl e.

G her than our own policies, | know of no state | aws
that, you know, creep into here and that require us to do
one thing or the other.

Ve want to keep in mnd, too, that under the |aw, at
| east as we understand it right now, the nmanufacturers are
not under an obligation to buy back a vehicle until the
state process has run its course.

Al the rest of the buybacks are done at the

di scretion and voluntarily by the manufacturer. So, you
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know, you're into a lot of gray areas here, Adam |'m not
sure exactly, I'mnot sure exactly how to answer your
guestion actually.

MR CCOHN  The reason | was asking it is just in
terns of defining a buyback. If we cast this wide net for
all situations where nanufacturers buy back the car, there
was an earlier discussion of whether trade assists should be
i ncl uded.

MR DUCHARME: Yeah. Well, the concern is, again
that first of all, as | tried to describe it before, perhaps
I wasn't too articulate in doing so, but there is a spectrum
here of things.

And you get into your certificates, which are at one
end of the spectrum And you get into state | aw nandat ed
buyback at the other and you have this area in between. And
we try to organi ze our processes within Ford so that
certificates are used at this end of the spectrum

And to get to a certain point, again, there are a
lot of gray areas. Then you get into the goodw ||
situation, which is a buyback, a reacquired vehicle
di scl osure. And then you get into the other areas where you
have mandat ed buybacks.

MR CCHN  But would there be, do you think there is
an obj ective way of drawi ng sone sort of |ine nmaybe based on

sone sort of dollar figure value for the certificate or
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sonething |ike that?

MR DUCHARME: Well, there may be. The concern
think is, I knowin the request for comments there was a
guestion in there about whether some regulation in certain
areas would have a, quote, chilling effects on what the
manuf act urers do.

And very frankly, if we got into a situation--and |
w Il speak for Ford; | can't speak for ny col | eagues --but if
we were into a situation where suddenly we were to find that
all vehicles that were traded in with the use of a
certificate were deened to be buybacks and woul d be required
to have disclosures and all the process that we have vi ews
with respect to buybacks, | have to tell you that there
woul d be a substantially chilling effect on the use of the
certificates and a substantial reduction in their use.

It costs us a |lot of noney when we buy back a
vehicle. And we buy back a great najority of our vehicles
for purely goodw || purposes. And it costs us a snal
fortune with respect to each vehicle.

One, in terns of paying a dealer to process it; and
two, in terns of paying a dealer to make disclosure. Three,
interns of admnistering the process that runs disclosure
to us through the auction back down to the dealer and to the
retail custonmer with foll ow up

And | don't think as a conpany we'd be prepared to
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extend that to goodwi || certificates. O if we had to, |

think we'd have to find ourselves substantially limting the
use of goodwi || certificates which in turnis going to
reduce custoner satisfaction, in turn is not good for the
consuner .

M5. HARRINGTON:  Jack, I'mnot going to call on you.
But do you want to be called on?

MR GQLLIS Yeah, | would like to.

M5. HARRINGTON:  kay. Ckay. | just couldn't tell.
Your sticker has been up.

MR GLLIS |It's a defective sticker.

(Laughter.)

M5. HARRINGTON Al right. Lou, Steve, and Jack,
and Jack.

MR GOLDFARB: | just wanted to get a clarification
of Adamis question. Are you saying if we can give |less
di scl osure with trade assists that we may nove nore in that
direction and be less willing to have buybacks that have
| ess disclosure? Is that --?

| nmean, there is sone confusion. Because you talk
about trade assists, and Cerry referred to using the
certificates. | mean that's a different kind of a system

A certificate is one to three thousand dollars. A
certificate is given to people that they can hold on to, you

know, indefinitely. Wen they feel |ike buying a car, they
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can use that to get another car.

They trade their car into any deal er, any Chrysler
deal er in our case. And we have no control over, you know
what happens at that point to that vehicle.

A trade assist is nuch nore contenporaneous with the
conpl ai ned of probl emwhere soneone is real unhappy but, you
know, and the deal er wants to take himout of the car and we
assi st the dealer in doing that.

M5. HARRINGTON:  And the deal er takes the car back

MR QGOLDFARB: That's right, and the deal er takes
the car back. The dealer takes the car back in both those
two instances because it's traded in for another car. It
may be at a later point with a certificate or the trade
assist; it's nore contenporaneous.

But | guess to answer your question, | don't think
either of those objections is going to necessarily, or
ei ther anyway, going to get, going to get in the way with us
buyi ng back a vehicle that is seriously conpl ained of and
that has a problemthat the customer is sinply unhappy with
the resol ution of.

You know, it's wong to tal k about defects here.
nmean there are conpl ai ned of problens, and we nmake an effort
to fix them nake an effort to satisfy the custoner that
it's fixed.

And if ultimately the custoner can't be satisfied,
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we buy it back and we designate custoner satisfaction if

it's not, doesn't come under the statutory definition of
lemon. But we nake full disclosure of what was conpl ai ned
of and what was repaired. So | think the consuner is
getting full information in all these instances.

M5. HARRI NGTON  Steve.

MR TATERKA: | have got just a couple of questions
for the nmanufacturers. Cerry indicated that Ford issues a
12 -nonth/ 12,000 mle warranty on buybacks. M first
guestion is, does Chrysler and General Mtors do the sane,
even in states -- well, in nost of the states that don't
mandate a warranty upon the resal e of a buyback vehicl e.

And ny second question for all three of, Cerry,
George, and Lews, is would the nanufacturers, how do
manuf acturers feel about a warranty which woul d go, which
woul d be the greater of the one -year warranty, the greater
of the one -year or what the original warranty was for the
first purchaser?

MR QGOLDFARB: | don't think a vehicle loses its
warranty if a vehicle has been bought back. If the vehicle
has been bought back under warranty, that warranty is given.

So we give, we have since '88 given a full one -year
warranty on every vehicle that we sold after we bought it
back.

The original warranty continues, if it's on the
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vehicle it remains. Because we don't revoke the warranty

sinply because we bought it back.

MR WHATLEY: Everyone | have ever seen is done that
way. You get the |onger of the two.

MR DUCHARME: That's true for Ford Mdtor Conpany,
too. They get the |onger of the two.

MR VELEZ: It's true for Ceneral Mtors, as well.
But in sone instances if the state law in unclear, you nay
have to give themthe one year even though they have a
longer termrenmaining on the original warranty.

M5. HARRI NGTON:  Ckay. Jack.

MR GQLLIS Wuat I'dlike to dois follow up on
sonet hi ng Robert said earlier, and it really cuts to the
heart of this issue.

VW started off where it seened like all the
manuf acturers |liked the i dea of disclosure. However, now we
are finding, and I was really surprised at your renark,
John, when you said nanufacturers are very liberal in buying
back cars for custoner satisfaction.

VW're not all here today because that is the
presumed assunption. VW' re here today because there is a
huge probl emout there that we think is happening, we as
consuner advocates think is happeni ng.

W' re not here because you guys are doing such a

great job of buying all these cars back just because you

For The Record, Inc., Wl dor f, Maryl and (301) 870 -8025



© 00 N oo o b~ W N P

N N NN NN R R R R R R R R R R
g B W N P O © W N O 0 M W N B O

86
want to keep your custoners happy. And | think part of the

problemis we just don't know what the facts are.

VW just don't know what, other than what we see in
the lemon litigation, in the work that Phil has done, that
there is a huge probl emof people buying cars that have
serious defects.

VW' re not tal king about Lou fixing the car and the
guy just didn't like the way he fixed it. W' re talking
about real big problens with cars. Now, are what you guys
saying is this is not a, this is not a probl en?

M5. HARRINGTON:  Actual ly, Jack, if | could
interject, why we're here today i s because we want to know
whet her there is a problemw th consuners not receiving
information that's material about cars that are purchased
after they have been bought back.

MR GLLIS Presunably because they need that
information. Because the only reason consuners woul d need
that information is if it's true that there are substantia
nunbers of cases where consuners are buying cars that are
defective, that they don't have any idea they' re defective.

Not because it doesn't happen very nmuch. | nean,
let's not get intoit if it doesn't happen very much
You' ve got other things to do; we've got other things to do.
If thisis really not a problem let's not do this.

But we think it's a problem W think consuners are
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getting a lot of cars that are bad. But if it's truly not a

problem let's not figure out howto disclose it.

M. HARRINGTON: | just want to, you know, state for
the record that the Federal Trade Comm ssion staff is
hol ding this workshop to find out, or in an effort to find
out whet her consumers are getting the naterial information
that they need about cars that they buy, where those cars
have been the subject of a repurchase. W are not asking
t he question about whether consunmers are buying bad cars or
whet her there are a | ot of bad cars there.

MR GLLIS Well, why do you want to know that?

MB. HARRI NGTON  Because the Federal Trade
Commission's role is to facilitate comerce by seeing to it
that material information is nade available in the
mar ket pl ace. That's our concern. That's what the Federal
Trade --

MR GLLIS But | would assunme that information has
to have rel evance. You know, you don't - -

M5. HARRINGTON Well, it has to be naterial, that's
right.

MR GLLIS And relevance to the consuners'
pur chase.

MS. HARRINGTON R ght.

MR GLLIS | nean, in other words, if all cars

have four tires, you' re not investigating whether consumners
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are being told whether the car has four tires on it because

you assune that all cars have four tires. | presunme we're
into this thing because we assune there's a probl em out
there of consumers getting bad cars.

M5. HARRINGTON:  No. You nay assune that but we
don't. And | just want to nmake the record very clear on
that point. The reason that the staff of the Federal Trade
Cormmi ssi on has asked for comrent and has invited you here is
to discuss the issue of whether material information is
bei ng provided to consuners when they purchase cars that
have been the subject of buybacks. That's our agenda. So |
just, you can bring whatever assunption --

MR G LLIS: Regardless of how often consuners get
bad cars.

M5. HARRINGTON:  You can bring, you can bring
what ever assunption to this you want to, but it's our
nmeeting. And so I'mgoing to say why we're here. And why
we're here is to explore the issue of whether consuners are
recei ving adequate infornation, adequate nateri al
i nformati on about cars.

The Federal Governnent, the Federal Trade
Commission's role is not to guarantee the quality of cars
that are purchased or that are available in the narketpl ace.

MR GLLIS | think | am mscomrnicating then. |

don't say that that's your role. But | assume there is
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sonet hi ng behi nd why you are concerned about whether or not
they get this material infornation.

MB. HARRINGTON Wiat's behind it is a petition
that's been filed and alleges that they're not getting
material information. And we want to find out what kind of
i nformation consuners are getting.

VW want to find out whether they' re not getting
information. W want to find out whether there's sonething
that coul d be done or needs to be done to inprove the
information that consunmers are receiving. But we are
responding to a petition that has been filed asking that the
Comm ssi on take action.

Now, let's see. Janet.

M5. SMTH I'magetting back to your origina
guestion about the three things you think mght be good for
di sclosure. And | think probably, after thinking about it a
little nore, ny concern about the third part of that, now
what's been done to address the reason that a vehicle has
been bought back, | think probably, and | will throwthis
out to the group, it mght be better to renove that third
one and just have the first two and try to deal with them at
the front end in terns of where you drawthe line to
det erm ne when the disclosure has to be nade.

And the reason | would suggest that is because |

really think based on everything | am hearing and based on
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what we've seen in our state experience, there is too nuch
potential for abuse of that |ast part of the infornation,
particularly if it's comng fromthe nmanufacturers.

And | think that you're trying to keep it away from
whet her or not the problemhas been repaired, but that's
essentially what the industry wants to be able to tel
people. And | think it mght be better to deal with it at
the front end rather than dealing with it at the back

M5. HARRI NGTON: Phi |

MR NOWCKI: Yeah. And | would say along the sane
lines, I think we may be going in the wong direction as far
as trying to figure out which cars fit the buyer certificate
category, trade assist, and so forth, when | think maybe in
everybody's interest sone bright line, and deciding where
that bright line is, kind of sinplifies things.

And then anything that happens after that bright
line in terns of where the car is, returned to the deal er,

t he manufacturer, and then another car is swapped out is
probably the sinplest way.

Because the ot her way, you're just going to bring
nore government interpretation into what all these other
categories are or what the first consuner felt or what the
second consuner thought they shoul d have known. And it just
seens to, you know, confuse nore than sinplify it.

M5. HARRI NGTON:  (kay. George. And let ne just
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clarify, Rosemary, do you have your, your thing up? D d you

want to be called on?

M5. SHAHAN  Yes.

MB. HARRINGTON  Ckay. Ceorge.

MR VELEZ: Yeah, | wanted to respond to a coupl e of
things | guess. (ne, to Adamis question, why we woul dn't
just buy, step up and buy cars voluntarily rather than
giving themto the | enon | aw

It's very sinple economcs; it would cost too nmuch
nmoney to do that. So it is never our first instinct to
offer to buy back a vehicle. It's only when it's clear that
that's, the custonmer can't be satisfied any other way.

| also wanted to address, | guess an underlying
problemhere is just the lack of product that we're going to
have. And maybe there is no way of getting beyond that.

But there is no normative inplication, | guess, when we use
the word repair.

It is ajargon in the industry. Wen a mechanic
does sonething to a vehicle, he calls that a repair. So
you know, we're certainly not trying to say that the vehicle
is free fromdefect.

In fact, that's why we offer the warranty and why we
don't have a problemoffering the extended warranty, the 12
nmont hs on the vehicles that are out of warranty.

But if you are going to describe what happens to
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that vehicle, if you ask the nechanic off the street he'll

say | repaired that vehicle. And he's not making any
nornmati ve judgnent about how the car works or --

MB. HARRINGTON  Joe, do you have a question?

MR MILHCLLAND: Yeah. | was curious whether there
is any evidence out there on how consuners interpret
di fferent disclosure statenents.

Because | think a ot of what we are doing here is
speculating, if you will, on how consuners do interpret the
different types of information, whether we are getting
information overload or not. | just throw out the question
whet her anybody has done any work in that area.

MB. HARRINGTON | think that's an excel |l ent
guestion. If I may, I'd like to ask everyone to think about
it and be prepared to tal k about that in the 1:15 session;
if that's agreeable with you, Joe. Because | think that
really does get to the heart of part of what we're talking
about .

Ed and Rosenary.

MR MERZWNSKI: Well, | nean, | just wanted to
follow up on what Jack said. And if we're not here to talk
about the extent of the problem-1 nean, are the
manuf acturers and the FTC, it doesn't sound |li ke either of
you are willing to stipulate to the facts or the allegations

in our petition on the enormty of the probl em -when is the
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FTC going to investigate that part of our petition which I

t hi nk i nvol ved sonme serious characterizations that the
probl emis enornous and ought to be | ooked into further.

MB. HARRINGTON Wl |, the petition alleges --

MR MERZWNSKI: |Is there a separate investigation?

M5. HARRINGTON No. | think that's, that's not the
way that | read the petition at all, Ed. The petition
alleges that information isn't being given to consuners
about car that they' re buying and that the information is
very inportant to them

And that's what we're | ooking at here; what
information is being provided, when is it being provided,
does that need to be inproved, and what are the facts
under | yi ng that.

Rosenary.

M5. SHAHAN Two points. One is, in what you
suggested, | think it's extrenely hel pful including the
trade assist, based on our experience.

M5. HARRINGTON  So you woul d include trade assi st
in the class of vehicles about which information should be
provi ded.

M5. SHAHAN  Absol utely. Because just as an
exanpl e, we had a board nenber who bought a vehicle that had
bad brakes. It had a history of bad brakes. The original

owner returned it with a trade assist and it continued to
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And the severity of the problemisn't always
reflected by the stage at which it's repurchased. If a
manuf acturer wants to make a |l egal point, for instance, they
could litigate over a relatively mnor problem not safety,
not functioning of the vehicle, nmaybe it's the paint, say,
to nake a | egal point.

And that gets litigated and indicated as a |l enon if
we use litigation as a standard. But it mght not relate to
the severity of the problens that the consuners are
experi enci ng.

And part of what | think I'munderstandi ng the
manuf acturers to say is that if a consunmer has a serious
problem that you want to get themout of that vehicle for
custoner satisfaction reasons because they have a
legitinate, they may have a legitimate conplaint. And it's
important to include those vehicles.

And the second, | have a question for George with
regardi ng General Mdtors and whi ch vehicl es are customner
satisfaction and just to get a better feel for, even though
we're including possibly all vehicles and what's di scl osed.

In GMs coomments, the statenent was nade that GM
successfully repairs the vast magjority of the vehicles it
repurchases. Those that are repurchased for custoner

sati sfaction purposes generally require no repair.
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And to ne that says the vast majority of vehicles
that GMis repurchasing require repair, and repairs are
bei ng nade and that they're not customer satisfaction.

But | thought | earlier today heard you say only
about three percent of vehicles are not custoner
satisfaction. So |I'mnore, so |'mconfused about the
percent age of customer satisfaction vehicles at GV

MR VELEZ: Ckay. | guess a couple of things there.
One, we have, as | said, a third of our vehicles we buy back
under guaranteed satisfaction prograns. And the nunber one
reason for buying those back is either paint or | wanted a
two door rather than a four door or vice versa.

So you can't repair that. W're not going to take a
car and make it a four door which was built as a two door.
VW're not going to repaint a car. So thereis no, there is
no repair required there.

Second, the other vehicles are repaired as |'ve just
expl ai ned. A nechanic worked on them There was a
conplaint. The mechanic tried to fix that conplaint. And
we woul dn't put a vehicle back into comrerce if we thought
that it still had sonething wong that could be repaired.

And the ones that can't be repaired we scrap, we
donate to -- like we said in the comrent, we take those out.
There's going to be an argunent, and as | said, we're not

here to argue.
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And so we will take whatever assunption you want
about that 60 percent in between, whatever, whether those
are custoner satisfaction, whether they fall under sone
states' lenon | aw or whatever, that's just nmore than I can
figure out.

But, yeah, those vehicles are repaired. But they
were not adjudicated | enons at anywhere along the way is the
best | can explain it.

M5. HARRINGTON:  kay. We're going to hear from
Peter and Lou. And then we're going to test at the end,
we're comng to the end of this session. And I'mgoing to
be | ooking to see how cl ose we can conme to agreenent on sone
key principles that we have been discussing. Peter.

MR K TZMLLER Actually, Janet, | can't read your
name tag. M understanding is we were going to do a
di scl osure, we were going to describe what the problemis.
Am | understanding you to say that you would prefer not to
have any kind of description with regards to whether it was
repaired or not?

M. SMTH  Yes.

MR K TZMLLER And would that be replaced with
anything or we're just going to tell themthat there was a
| eaky roof and that's all that we're going to disclose to
t he consuner?

M5. SMTH No. Well, what | said was, it depends
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on how broadly you draw the category of what is going to be

disclosed. |If the category is very broad and i ncl udes
everything, naybe there is a need for sone expl anati on.

But ny comment was you're better off draw ng that
line at the beginning and not having that explanation.
Because there is, nunber one, there is too nuch potenti al
there for the explanation not being accurate or it being
m sl eadi ng.

Nunber two, allow ng explanation as to why the
vehicle was repaired or the defect was cured, particularly
if they were bought back under the lenmon law, is really kind
of empathetical to what |enon |aws are.

A lemon law says if you don't do it within a certain
tinme period the vehicle is a lemon. The fact that you nay
or may not do it later is sonmething that should not enter
into that equation at that particul ar repurchase point.

M. HARRINGTON It's not naterial to the
repur chaser to know whet her there have been subsequent
repairs nade?

M5. SMTH | think in this situation where the
vehi cl e was bought back under a lenon |law --

M5. HARRINGTON  Uh - huh.

MB. SMTH --no. | don't think it's -- Because the
problemis it was the vehicle's history or the inability to

fix the probl embefore that gave rise to the repurchase.
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And to then allow a conpany who was not able to either

di agnose or fix the problemprior to that time to then say,
well, on this one tinme after we bought it back we shipped it
out to Xrepair facility and it's all fixed now | think
woul d be very m sl eadi ng.

M5. HARRI NGTON Lou.

MR GOLDFARB: There's a lot that's m sl eading here,
I think both the categories of the, the generic categories
of customer satisfaction. CQustoner satisfactionis really a
m snoner because it's only, you know, we nay check that box.

But the fact is we disclosed what was wong with it
and what we've done to fix it. W don't sell irreparable
vehicles. | mean, if someone is conplaining about a probl em
and we can't fix it, we crush it or we donate it to a tech
institute.

Wien soneone conpl ai ns about a probl em and we have
made an effort to fix it, and we have fixed it, we wll put
down repaired. O we will put down could not find the
probl emt he custoner conpl ai ned about .

The point is that the subsequent buyer of the
vehicles gets notice, gets information indicating what went
on previously, which is someone conpl ai ned about a
transm ssi on.

The dealer went in to repair it. He either repaired

it or could not find the problem And that's what the
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custoner is left with. And they can nake their own judgnent

a to whether they want to buy a vehicl e under those terns.

These generic descriptions of, you know, custoner
satisfaction, lenon law, arbitration board, | nean, that
tells peopl e nothing beyond the fact that it was bought back
by the manufacturer, which itself is useful infornation.

But it would really be a disservice not to disclose
that the customer conpl ained of the transm ssion, an effort
was nade to fix it, the manufacturer believes it was fi xed
or the manufacturer couldn't find the problem Then the
second buyer can neke the judgnent as, on the basis of that
information. But that is necessary infornation.

MR KITZMLLER I'd just like to nake one follow -up
point on that. | mean, the custoners get to -- if it's not
on there the customer is going to ask.

And | certainly think it would be better for the
person, the manufacturers in this case if they' re the ones
that repaired the vehicle, to put down what they did to
repair the vehicle instead of having the dealer try to
det erm ne whether, what they did or didn't do.

I mean, the custoner is going to ask the question.

If you put down that this vehicle is repurchased for a
specific problem they're going to ask what was done to
address that. | mean, | just think that's logical they're

going to ask that question
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MB. HARRINGTON W are not going to have any nore

di scussion on this issue during this decision. So if you
can figure out a way to finagle your conmments on this into
t he next session, good for you.

(Laughter.)

M. HARRINGTON: | want to conclude this part of our
di scussion by just testing here to see where we are on these
i ssues.

I's there anyone who di sagrees with the proposition
that the class of vehicles about which information should be
provi ded incl udes both deal er buybacks, t akebacks, and
manuf act ur er buybacks, t akebacks?

I's there any di sagreenment? GCkay. M. Ducharme from
Ford disagrees with that. Is there -- And M. Goldfarb from
Chrysler disagrees also out of solidarity with Ford.

(Laughter.)

M5. HARRINGTON:  Actually, | don't know that. The
record should reflect that we don't know why M. ol dfarb
di sagrees with that.

(Laughter.)

MB. HARRINGTON W have tal ked sone about the
notion that the follow ng infornmation should be provided on
cars that are buybacks: That the car was bought back. A
statenment about why the car was bought back, where that

statenment has sufficient specificity to tell the r epur chaser
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in a nmeani ngful way why it was bought back. That is,

custoner satisfaction isn't enough; customer satisfaction
because the custoner believed that the brakes squeaked and
they didn't stop squeaking woul d be enough.

And noting the disagreenment of the Assistant
Attorney General fromFl orida already, a statenent that the
manuf acturer or the deal er have taken the follow ng steps to
address the probl emor has done not hi ng.

That three part sort of disclosure. How nmany think
that that would provide, that type of disclosure woul d
provide the material information that the subsequent
purchaser needs and shoul d have?

How many think that three part disclosure would
provi de adequate and material information to the subsequent
pur chaser ?

That's okay. W can --

M5. SHAHAN It depends --

M. HARRINGTON:  No, no. |'mjust asking -- you
know, we can't have discl osures that depend. How nany
think -- 1 mean, you know, it either is there or it's not.
So, okay.

Vell, we have Ford, Chrysler, and GM And the
gentl eman fromthe NADA. And the gentlenman fromthe Al AM

How many di sagree that that disclosure -- How many,

how many think that that disclosure is inadequate?
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Phil Now cki thinks that it's inadequate. PIRG
thinks it's inadequate. Peter, Peter, what's your | ast
name, Maier. And Steve and Rosenary and Janet and Jack.
Was your hand up?

MR GLLIS | was scratching ny arm

M5. HARRI NGTON:  Jack was scrat ching.

(Laughter.)

M5. HARRINGTON:  And the others of you abstain? And
everyone el se abstains. So that's where we are at the end
of this first session.

Ve will, it is now 11:00. And we will resune
pronptly at 11:15. And the restroons, as | said, are right
out beyond the el evators.

(Whereupon, a brief recess was taken.)

M5. HARRINGTON W are now starting the second
portion of the programentitled Inplenmenting Change. Wbuld
everyone pl ease be seated and stop tal ki ng?

(Laughter.)

M. HARRINGTON:  If you don't stop talking, we're

going to make you share with the class. Well, | think that
the first session, | would say fromny perspective it went
well. | think that 1've managed probably to annoy or offend

everybody but the car auction people. But you re next.
(Laughter.)
M5. HARRINGTON: | need to rem nd everyone that we
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do have at 4:00 an hour set aside for public participation.

And if you are here and would like to participate during
that that hour, we have three -by-five cards in the back, out
in the foyer.

And you need to fill out one of these cards during
the day with your nane and your affiliation, if any. And we
woul d like you to say generally what part of the agenda it
is that you would Ii ke to comrent on, discuss, or respond
to.

And Tom Rowan fromour staff, who is standing in the
back door, the tall gentleman with his jacket draped
stylishly over his arm is the person who you shoul d give
your card to if you are here and would like to participate
during the public participation part of the program

And I will be making this announcenent again and
again as we go through the day. W want to nmake sure that
anyone who is here who wants to partici pate between four and
five has an opportunity to do that and knows how to do that.

And for those of you who have just cone in, Jack
for exanple, | have observed that | think that the first
session went wel | because except for the car auction people,
I think I have nmanaged to offend or interrupt all of the
other interests seated around the table.

(Laughter.)

M. HARRINGTON:  And we're going to get to the car
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auction people. 1'Il find a way to offend you.

(Laughter.)

MB. HARRINGTON So we're now on to the 11:15
session, Inplenmenting Change. | think that during the first
section of the day we had di scussed a great deal about
information, the information that is currently being given
to consumers.

I would like to focus beyond that now on information
resources. So we're not tal king here about the information
that nmanufacturers and deal ers and car auctions and others
are presently passing through the pipeline to end -use
consuners, but rather other informati on resources that nay
be avail able to consuners.

And | think that the main part of what we hope to
di scuss here concerns vehicle infornmati on nunber dat abases,
the viability of establishing those and so on and so forth.

Does everyone understand sort of the general
paraneters of the di scussion?

Ckay. Vell, let me just kick this off then with a
basi ¢ question. Wat informati on resources are readily
avai |l able to consunmers to enable them if any, to enable
themto | earn about vehicle, a vehicle's history? Let's
just say car. Vehicle sounds like we're all on Cops.

(Laughter.)

M5. HARRINGTON W know we nean notor hones, too,
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and, you know, notorcycles and those little pickup trucks

and things. W know we nean all that, but we'll just say
car. Robert?

MB. HARRRNGTON O we don't know that.

MR GRAHAM Actually, we really don't know t hat
because | don't think notorcycles are covered under |enon
lawns. And | think anything over 10,000 pounds gross vehicle
weight rating is not necessarily covered in the | enmon | aw
So, just to nmention that.

M. HARRINGTON: Cars. Ckay. Well, we'll say cars
mean cars.

MR GRAHAM W can say cars anong us.

M5. HARRINGTON:  Cars meaning cars. Richard.

MR RAINES: | assune you're not asking for an
advertisenment about Carfax.

(Laughter.)

MR RAINES: W are obviously in the vehicle history
i nformation business. And deal ers and consuners can get
access to the history of a car if they have the 17 digit
VI N

VW generally have title information. And in four
states that title information--the four states are
California, Connecticut, |Indiana, and New Hanpshire--woul d
i ncl ude a manufacturer's buyback brand.

So fromthat point of view, that's an information
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resource that consumers can use or deal ers use and pass that

information on to consuners that would notify them about
sone el ements of the history of the car

MB. HARRINGTON Adam you have a follow -up

guesti on?
MR CCHN | have a question for you, M. Rai nes,
about Carfax. 1'd like to know what types of difficulties

your organi zation or other vehicle information organi zations
have in getting adequate information; and what types of

t hi ngs manuf acturers, governnent, states, consuner groups,
or consumers could do, what types of things would you |like
to see change in the industry, whether that be regulatory or
not, that would nake it easier for you to conpile the
information you need to get it to consumners?

MR RAINES: That's a good question. | mean there
are sources of information, earlier this norning we tal ked
about warranty information. The manufacturers have warranty
repair information.

VW know in tal king to our consumers and i n consumer
research that consumers are very interested in that kind of
information in general. Even if it's confusing, they're
still interested init.

So that's one source of information that we believe
woul d be hel pful to our marketplace to consuners that get

i nformati on.
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Anot her el enent to your question | think is what

happens at the state level in terns of the difficulty of
getting this information. As | said, we get branded

i nformation about manufactured buybacks fromonly four
st at es.

I think we're anware that there are up to 16 states,
and I'mnot sure how accurate ny information is, that in
fact have some sort of manufacturer buyback brand. So we
certainly could use help.

And | think we've talked to various states as wel |
as FTC about where that information is and how we coul d
make, you know, get access to information so that we then
could provide it to the consuner.

So there's a state level issue that we certainly,
you know, are working on but, you know, we haven't mnade the
full progress on.

M. HARRINGTON:  Lori. And let me just check, Adam
do you have any follow -up there?

MR COHN | guess I'd like to hear sone nore first.
I think I will have a follow -up.

M5. HARRI NGTON:  Ckay. Lori.

MB. COHEN The American Association of Mtor
Vehicle Admnistrators is in the -- Ch, okay. The Anerican
Associ ation of Mdtor Vehicle Admnistrators is in the

process of building a systemcalled National Mtor Vehicle
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Title Information System
Congress said in the 1992 Antitheft Car Act, they

said build this systemto help prevent car theft. W are in

that process. It will track a vehicle frombirth to death.
It will include any brands that have been placed on a
vehi cl e, whether salvage, floor, or whatever. It can also

i ncl ude manufacturers' buybacks.

M5. HARRINGTON:  Can, but isn't presently
conpensat ed t o?

M5. COHEN It is, it is programred now. It is
progr ammed now.

M5. HARRINGTON  Uh - huh.

M5. COHEN It will have to have the reporting from
the Arerican --

M5. HARRINGTON:  And when is this database going to
be up and runni ng?

M5. COHEN It will be in pilot by Cctober of '97,
so this nonth it will be in pilot with five different
st at es.

M. HARRINGTON:  This is '96.

M5. COHEN '97, I'msorry. Next year it will be in
pilot with five different states.

M5. HARRI NGTON:  Ckay.

MR HLE Wich five states?

M5. COHEN I've got it. Virginia, New York,
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Indiana. 1've got two others.

MR GLLIS Floridais one of them

M5. COHEN Florida is one.

MB. HARRINGTON  Fl orida?

M5. COHEN And | don't renenber the other one right
now. Ckay.

MB. HARRINGTON  And not Wsconsin?

M5. CCHEN  Thank you. And New Jersey al so.

M5. HARRI NGTON:  New Jersey, okay. And how will
consuners be able to obtain information fromthat database?

M5. COHEN W can work with the third -party
providers, and they will provide the information to the
consuners through -- they will have access to the system

M5. HARRINGTON  "We" being the Mdtor Vehicle
Adm nistrations of the states? O who's the "we"?

M5. CCHEN Through the systemthe states can work
with third -party providers, okay.

M5. HARRINGTON:  But consuners won't be able to get
it directly?

M5. CCHEN They will nost likely go through the
third -party providers.

M. HARRINGTON  And the third -party priors are?
dve ne sonme exanpl es of who these third -party providers
are.

M5. COHEN It could be sonething simlar to Car f ax
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or anyone who wants to use it, anyone who wants to provide
this information.

M5. HARRINGTON: Wl |, are groups like, for exanple,
the CFA or CAS, you know, cars likely to becone providers?
Is that, do you contenplate that as a fee -for-service
arrangenent. O | mean what, howis this -- I'mtrying to
sort of understand howthis information is going to get to
consuners fromthi s database.

MR GRAHAM Well, for our part, we still have | BM
AT conputers in our office. So the odds of us being
anywhere beyond punch cards in the next ten years --

(Laughter.)

MR GRAHAM --getting on the Internet, being able
to use the services of the databases is fairly slim It's
not really the business that we're in.

M5. HARRINGTON |Is there, M. Rai nes, you think
that there's sone sort of market for this information |
guess.

MR RAINES: W have a business that provides the
information right now Just to give you a sense of it again
without nmaking it an advertisement, eight mllion cars a
year in the | ast year were checked through Carfax, used
cars, for their history.

W have over three hundred mllion records of used

cars in our database. It takes less than a second to get a
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response fromthat database.

VW& have a very technically sophisticated system
VW're due on the net two to three to four weeks. M staff's
here checking on the deadline. But we'll have an Internet
page up where the consuner can enter the VIN and access the
vehicle's history.

M5. HARRINGTON Do you know how many i ndi vi dual
consuners used your, have, you know, dipped into your
dat abase in the last year?

MR RAINES: Consuners are not our primary narket.
So of the eight mllion --

MB. HARRINGTON  Who is?

MR RAINES: Dealers are our prinmary nmarket, as well
as auctions that we furnish.

M5. HARRINGTON  Uh - huh.

MR RAINES: And they provide -- Dealers in general
wll do two things with information. They' |l check out the
trade -in, nmake sure that they want to buy that car. Then
they'Il showthe Carfax infornation to the consuner to help,
you know, them understand what they're buying.

M5. HARRI NGTON:  Jack, you' ve got a pretty good
finger on the pul se of what, what the nmarket is for
i nformati on, what the consuner nmarket is for infornation.

MR QLLIS I, thisis the first tine |'ve heard

about this being available on a nationw de basis. And if
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it's funded by Congress, |'d certainly hope the consuners

are going to be provided access to it at little or no cost.
MB. COHEN It's part of the act. This information
wi Il be provided to consuners, |aw enforcenent officers.
Junkyards and sal vage are going to be determning --
MR GLLIS But not having to go through a
third -party and pay extra for it.
M5. COHEN I'mreally not sure. | don't think it's

adifficult thing. Qur conpanies worked through third -party

providers before. It's sonething that will be available to
consuners. | nean, this is part of the act.
MR GLLIS | think there's a trenendous narket for

M5. COHEN This is sonmething that every state wll
eventual ly participate in. So you're going to have it.
Manufacturers can report right intoit, okay, so that it
wi Il be on -line updated.

There is a simlar bill out right now having to do
wi th sal vage vehicles, HR900. And it requires owners of
sal vaged vehicl es, insurance conpanies to report within 15
days, okay. And we can have a simlar sort of requirenent
frommanufacturers to get the infornation directly into the
system

M5. HARRI NGTON Lou.

MR QGOLDFARB: Yeah. | just had a quick question
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for Richard and Lori, actually. And that goes to what kind

of security is built into these systens. | mean, there is
sone concern anong sone of us that there is a very snal
segnent of the |egal profession actually that tries to
access this information. | know | knowit's hard to
bel i eve.

(Laughter.)

MR QGOLDFARB. Fromtrying to access this
information for the purpose of creating class action
lawsuits and other m suses of the information. |'mjust
wondering is there, is there, you know, ways that you, that
you can limt access to it, just the people who legitimately
need that infornation?

M5. HARRI NGTON:  Wul d sonebody extend you the sane,
you know, sharp rebuke that | did to Jack, you know, if the
representative fromChrysler wants to assune that a cl ass
action lawsuit is a msuse of information, you know, that's,
that's your, that's your view but not necessarily the view
of the Federal Trade Conm ssion in the past.

MR GOLDFARB: | nean generated by |lawers. 1'm
fine with consuners doing it, but |awers are another thing.

(Laughter.)

MR RAINES: W don't restrict who wants to have
access to our information. W clearly have security in,

security in our system And generally a deal er of business
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who has access has a, has an |.D. nunber and a password to

get into the database.

But if soneone calls us on the phone, if it's a
consuner or anybody el se, we provide that infornmation to
them W' re very careful about explaining what the
information is and maki ng sure that, you know, we don't cone
to any concl usions about the vehicle. But we can't restrict
access to it.

VW don't include, but 1"'mnot sure if this is your
guestion either, the nane and address of the individual that
owned the car or anything like that. So we've, we've, you
know, drawn a bright |ine about the privacy concern.

MR GOLDFARB. And is use of the VIN nunber the only
way you can access the information?

MR RAINES: Rght. W wll not provide other kind
of analytical approaches to the data. W only, if you have
a VIN you can get the information about that VIN and that's
it.

MB. HARRINGTON  Robert and then Janet.

And then, Lori, do you want to be recogni zed agai n?

MB. COHEN  Yeah.

M5. HARRI NGTON'  Robert, Janet, Lori, and Peter.

MR GRAHAM |'ve got a couple of questions for
R chard and then one for Lori.

R chard, first off, | knowthat California, for
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instance, and Virginia, they both restrict access to
registration record and | believe title records. Does that,
has those proposed any obstacles to you?

MR RAINES: No. In both California and Virginia we
get their title data. California has, the only issue with
California has been they have not been in conpliance with
TIMA, Truth in M| eage Access.

Some of their data about odoneter readings is |ess
deep. And each state has different information. One of the
things we track is the odoneter reading so we can | ook at
whet her the odoneter has been rolled back.

MR GRAHAM The second question is, | noticed in
the comrent there was reference to a service called Paccar
which | believe is run through TC Corporation. | understand
they're probably conpetitors of yours. Do you have any
under st andi ng of how their business is simlar to yours or
different fromyours?

MR RAINES: Cenerally, you know, it's not good to
represent a conpetitor's exact information. | know their
prinmary source of information is insurance, fromthe
i nsurance industry when a car, their business when a car has
an acci dent.

An adj uster has to process, you know, evaluate the
amount of repair of that car. And the car may in fact be

totaled. And they pick up that infornmation about whether
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the car is totaled or not and went through the process of

bei ng total ed.

They're picking up information at a different chain
inreally the accident than the total history of that car
W're picking up information fromthe state, the official
whether it was branded or not. They're picking it up from
the point, the tinme of the processing of the total is being
done.

MR GRAHAM And ny question for Lori, finally. The
aut hori zation for the establishnment of this database back in
1992, did that actually explicitly include information
concer ni ng vehi cl e buybacks, manufacturer buybacks or was it
limted just to stolen cars and sal vaged vehicles, flood
vehicles, and the |ike?

M5. COHEN  The purpose of the act was to do what
you need to do to track that vehicle so that if it's stolen
you'll have the information. |If it's salvaged vehicles, if
there is chop shops and things, it's trying to track the
vehicles for all the reasons.

Since it's tracking brands for those reasons,
manuf act urers buybacks is a different category. But it's
easily absorbed by it. And we've already planned in before
we even knew of this hearing to track manufacturers
buybacks.

M5. HARRINGTON:  Let me ask you a question, Lori
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t hough. The one vehicle admnistrators in the comrents take

a narrower view of what ought to be classified as a buyback
than do nmany of the other commentors. |1s this database
going to incorporate the vehicle admnistrator's narrower
view, or mght it use a broader definition?

M5. CCHEN It's been an interesting di scussion
Qur assunption going in was that buybacks have a connotation
of | esser value and a safety problem okay. VW' ve been
tal king here being inclusive; if you buy it back for any

reason, include it.

So we can still call it a buyback. It sounds I|ike
sonet hing that people are saying, well, yes, we will call it
a buyback now and forever. | knowthat's a future

di scussi on, how | ong.

But our assunption is a brand or a buyback is a
per manent brand. Fromthe di scussion we have been havi ng
here, you will need disclosures to explain serious buyback,
| esser buyback. And disclosure is another aspect.

Qur particular systemhas the capability for vehicle
history. W need to look into that nore, especially from
t he di scussi on here today, how much history can this system
go ahead and track.

It's something that can, it can be accomrodat ed but
| can't tell you right at this nmonent it will include all

t he discl osures we've been tal king about. But the
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possibility is there.

MB. HARRINGTON Ckay. Adam question?

MR CCOHN  Just a follow -up question for Lori. The
way | understand it is that it won't necessarily be a
general -- what do you represent, the Anerican Association
of Modtor Vehicle Adm ni strators?

MB. COHEN  Yeah.

MR CCHN You won't have your own standard
definition of lenon, but rather you will take whatever a
state determ nes, whatever a specific state determ nes that
a brand should be on a vehicle, you will just include that
on your database. But you won't inpose or use any standard
definition.

M5. CCHEN Correct. R ght now for sal vaged
vehi cl es you' ve got every definition under the sun. States
have all these definitions. At this nmonment we'll pass on
what ever brand fromstate to state for whatever meani ng that
state has.

It's a lot better if you have one neaning for
salvage. It's a lot better if you have one neaning for
buyback. If we didn't have one neani ng, we woul d pass on
what ever there was.

But I would say uniformty in this case is
important. Wiatever -- if all buyback nmeans is that you

bought the vehicle back, at |east have one understandi ng of
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what they're tal ki ng about.

MB. HARRINGTON  But ny understandi ng from you,
Lori, is that you're willing to work with people. You think
the association would be willing to work with people to come
up with a broader definition than the Mdtor Vehicle
Adm ni strators mght have held comng into this.

M5. COHEN If it's uniform easily understood, can
be passed al ong, yes, um -hmm

M5. HARRINGTON  Ckay. Janet.

M5. SMTH | had a question for Lori and then a
comrent about one of the things R chard said.

Lori, if | understand the conment that AAWA
submtted correctly, the way this title thing is going to
work is the states will have to apply through some ki nd of
grant type of programto be able to either utilize it or --
Can you kind of tell us alittle nmore howit is going to
wor k and whether or not there is noney appropriated for
these grants or is that something that you' re still working
on?

MB. COHEN There was 890, 000 appropriated from
Congress to get it started. W just got another mllion
that's going to get us through the pilot for those five
states; possibly nore can join us.

Onhce the pilot is conplete and you have got your

comment s and your revisions and whatever, we open it up to
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all the states. W are still seeking nore Federal noney.

M5. HARRINGTON  When do you think that will be?

When is that?

M5. COHEN: I n one year.

M5. HARRINGTON One year after the pilot starts?

M5. COHEN It starts Cctober, '97.

M5. HARRI NGTON:  Ckay, so Cctober '98?

M5. HARRI NGTON  So hopeful |y Cctober, '98.

M5. HARRINGTON It will be opened up to all the
st at es.

M5, COHEN  Yes.

M5. SMTH And then they'Il have to apply to get
in?

M. COHEN W are seeking additional Congressional
funds. W would, we want noney to help those states
participate. There's advantages to the states. Congress
has said we want every state to be init. W'Ill see what
happens.

But we expect that states are going on this system
It's going to transfer things that they now m ght have to
mail, titles and so forth. It is going to serve a lot of
state interests.

M5. SMTH And then ny comment on what R chard
nmenti oned was that one of the, as an enforcing and

nmoni tori ng agency, our interest is in knowi ng who the person
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in who buys that resold vehicle.

And that is one piece of information that Car f ax
does not presently provide. So | would just sinply say that
if we're tal king about the kind of national database, that
shoul d be one piece of infornmation that should be included.

M5. COHEN | don't knowif there is privacy
concerns on that. W certainly were not planning on giving
any previous owner infornation.

M5. SMTH Not -- well, what I"'mtal king about is
present, well, if you' re looking for who it is that bought
the resold vehicle to determ ne whether they got the
di sclosure they're entitled to, depending on what kind of
di sclosure there is, that's the, that's the identity we're
trying to get.

MR RAINES: Could | respond to that? W don't
i nclude the nane and address. What our custoners woul d
typically do is at |least they have the title nunber of the
previ ous owner.

And if the custormer wanted to pursue additiona
information, they would then contact the states and the
states have different, you know, |aws on discl osure and
privacy. So that's how we woul d handl e that.

M5. HARRINGTON:  Lori and then Larry.

M. COHEN Ch, I, | said it.

M5. HARRI NGTON  Ckay. Larry.
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MR KANTER W actual |y have some experience using

the Carfax data. And | have to say that the experience
we've had was not entirely satisfactory in terns of easy
access to it.

I'd like to explain that. W gathered severa
hundred VIN nunbers fromstate officials of cars that had
been bought back. And at first Carfax was giving us the
data of the title histories on these vehicles.

What we found after doi ng several hundred cars that
our access was limted or restricted to getting further
title history. And the way it was presented to us, if | can
paraphrase it, was that we coul d have the data so | ong as,
so long as we did not tie any particul ar manufacturer or
dealer to a failure to disclose. So the question that we
have wi || consuners have open access to the data in Car f ax
to other providers?

MR RAINES: The answer to that is yes. They do now
and they will in the future. And we're naking the access
nore avail able. The concern that we have with any custoner
accessing our data, and we're very careful about it, is no
dat abase i s perfect when you have three hundred mllion plus
records.

And | think anybody who is trying to develop this
ki nd of business can conceive what kind of challenges it

takes. W have to be very careful that we don't have

For The Record, Inc., Wl dor f, Maryl and (301) 870 -8025



© 00 N oo o b~ W N P

N NN N NN R R R R R R R R R R
g A W N P O © W N O 0 M W N B O

123

concl usi ons drawn from our database about the condition of
the vehicle that would be tied to our conpany because that's
not the business we're in.

W're in the business of providing data, not
concl usi ons about vehicles. But there is no restriction on
access to our data by anybody. And in fact we believe the
consuner mnarket is probably the nost inportant narket
ultimately for this infornation.

That's going to drive. You know, it's a need for
any buyer and seller of a car to, you know, have this
information. So we nmake the consuner access, that's why we
don't restrict it. That's why we felt that things |like the
Internet would make it nore and nore accessible.

MR KANTER |If the data were expanded to include
nore of the kinds of things that we are tal king about this
norni ng, would that raise nore problens for you or would it
be just as conpleted for buybacks?

MR RAINES. It would be, if that's a benefit to our
market, it's ultimately a benefit to us. And we know
consuners want nore informati on. W know that they want
repair information. W know that they want acci dent
i nf or mat i on.

The research has been done. The nunber one thing
the consuners want that they're not getting in terns of used

cars is nore information about the history of the car. So
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that's our nmarket. That's what we're going to.

And we' re expandi ng the way we all ow consuners to
access this. And we're expanding the kind of information
about a car that they get.

M5. HARRI NGTON  Peter.

MR MAIER  Yeah. Carfax and the rel ated service
are providing useful service. But | think it would be a
m sconception to say that the informati on that we've been
tal king about this norning is already avail abl e.

As a custoner of Carfax on occasion, the i nfornmati on
provided is spotty. It doesn't always work. And | don't
know why that is. I'mnot faulting Carfax; it's probably
because the input of data is inconplete.

But we're far fromthere in terns of consuner or
consuner representative accessing that kind of information.
And obviously the Mditor Vehicle Adm nistrators database wl|l
nove us in that direction.

But it's inportant to recognize that to a large
degree what Carfax or any other service can provi de woul d
depend on the input. And it's only as good as the data
that's put in.

M. HARRINGTON: | want to conplinent everyone for
tal king to each other and having actual |y sone dial ogue
here. That's what we were hoping for.

| have a question about the Mdtor Vehicle
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Adm ni strators database. If the database were expanded to

i ncl ude buyback information that goes well beyond what is
required under state lenon |aw to be branded or, you know,
if the notion of what's going to be included in the buyback
category on this database is nore inclusive so that it goes
wel | beyond | egal definition of |enon and that sort of

t hi ng, where would that infornation cone fron?

M5. COHEN | assune we're tal king about, we've been
tal king about definitions. How are you, what are you goi ng
to call this.

M5, HARRI NGTON  Yes.

M5. COHEN If a nmanufacturer has a buyback, they
can call it a buyback with a disclosure for what it was
bought back for. |1'mnot sure beyond that --

MB. HARRINGTON  So the information woul d cone from
t he manuf acturers.

M5. COHEN  They bought it back for a reason so
they're providing the reason for the buyback. It would be
t he manufacturers saying that.

M. HARRINGTON:  And is this, is your designing this
dat abase and your data capture system is it set up to
receive infornation |ike that fromother than Mtor Vehicle
Adm ni stration sources? | nean, how are you going to get
this data into the database?

M5. COHEN | would need to get back to you. I'm
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certainly get back to you on it.

MB. HARRINGTON Al len, do you have a question?

MR HLE And ny question for you, Lori, is isthis

systemthat you' re setting up only prospective, or are you

doing what Carfax did, | believe |'mcorrect on this, that
you have old records that you put into your systemfromthe
states? |s yours going to go back intime at all or is it

just fromthis point forward that your database --

M5. CCHEN Fromthe time they participate | woul d
imagine it's going to be that point forward. | do inagine
that's the way it would be.

M. HARRINGTON: Al right. Let ne test sonething
here. Let's assune that it's Cctober of 1998 and the Mt or
Vehicle Admni strators database is up and running. And we
have, they have conme up with a very inclusive definition of
buyback, getting back to our first session, that is nore
along the lines of the definition that people who agree,
that is, the definition that the nanufacturers weren't
confortable with.

Let's say that we're using that definition. And
that the manufacturers and the deal ers are systematically
contributing data so that we have a very robust database in
this notor vehicle database.

I's that an adequate infornation resource for
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consuners? And this database is nade avail abl e t hr ough

third -party providers. And we're going to assume that there
wll be sone sort of market there. |Is that, will that do
it?

Jack, put on your thinking cap.

MR GLLIS | think fromour perspective, | think
that will be a giant step forward, a giant step forward.

M5. HARRINGTON G ant step forward.

MR GLLIS | nean it, obviously | don't want to

M5. HARRINGTON I'mnot trying to pin you.

MR Q@LLIS No. But | nean --

M5. HARRINGTON |I'mnot saying that facetiously. |
think that's a good answer.

MR GQLLIS | think there is a few nuances and few
details; | think Janet provided some of them | think the
fact you're getting a lot of stuff directly fromthe car
conpanies. But | think the concept is terrific.

M5. HARRI NGTON  Ckay. MNow, car conpanies, can you
provi de the notor vehicle database with this information?

Cerry.

MR DUCHARME  Yes. Yes.

M5. HARRI NGTON  kay. CGeorge?

MR VELEZ: Provided that we can work out the

techni cal aspects of it and it isn't going to cost of
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hundreds of mllions of dollars, yeah.

M5. HARRI NGTON  John.

MR WHATLEY: |I'mnot sure we can do it for the cars
the deal er buys back. | know we could probably do it with
t he coupons.

M5. HARRINGTON  You are definitely not Lou
ol dfarb. Wo are you?

M5, QL ASSVAN Jackie d assman, also from Chrysler.

M5. HARRI NGTON  Ckay. Jacki e.

M5. GLASSVMAN  Yeah. The sane as George and John.
As long as we can work out the definitional standard. And
obvi ously we can't provide what the deal er buys back.

M5. HARRINGTON Al right. Well, lets talk to the
deal ers.

Peter? Wat about what the deal ers buy back?

MR KITZMLLER 1'mnot sure what the question is.

(Laughter.)

M5. HARRINGTON  The question is can you provide
that information to the Motor Vehicle Admnistrators
dat abase?

MR KITZM LLER Certainly. Again, | think the sane
category that the manufacturers have, as long as there is a
cl ear understanding as to when we're supposed to do that and
what we're supposed to do and that there is not a maj or cost

factor involved, certainly.
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MB. HARRINGTON Al right. D scuss anong

your sel ves.

(Laughter.)

MB. HARRINGTON Wiat do we think of this idea? It
sounds to ne |like we may have, we have the potential in
terns of an information resource for consunmers. W may have
sonet hing on the horizon here that at |east prospectively
woul d be of great benefit.

Robert ?

MR GRAHAM Yeah. | think by the resoundi ng
silence that you' re |looking at right nowthere is not a
whol e | ot of conflict on the value of the database. | think
everybody sees that it's a good thing to have a good fl ow of
accurate information. | think that we're not talking about
substance or form of disclosures but rather we're talking
about the conduit.

M5. HARRINGTON: Vel |, we're al so tal king about the
content. We're tal king about conduit and context.

MR GRAHAM So if you're tal king about the
di scl osure that the manufacturers were unconfortable with
and that we abstained on, then | suppose to some extent |'m
going to have to abstain. But | think that the, that the -

M. HARRINGTON: Wl I, there has to be sonmething in
that. |If the consuner groups abstain and the nanufacturers

are a little unconfortable, we nust be heading toward a
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m ddl e ground here.

(Laughter.)

MB. COHEN Sonething we are | ooking for is we want
to pass along as nmuch as possi ble through the system W
are trying to decrease as much as possi bl e papers that have
to go fromplace to pl ace.

You may have to conme up with codes for defective
idling for brake problens or a list of things, whatever it
is. Excuse nme. So we are |ooking to pass along as nuch
t hrough the system because that's the nost reliable way so
t hat when the vehicle changes owners, it's going to pass
fromstate to state to owners.

M. HARRINGTON: kay. |I'mgoing to go a little out
of order because R B. has his tag up and we haven't heard
fromyou yet.

MR @GR SHAM Thank you very much.

M5. HARRINGTON Wul d you say your name for the
recor der ?

M GRSHAM R B Gishamfor the National
I ndependent  Aut onobi | ers Association. Wen you asked the
deal ers' perspective, | thought for a second.

And actual | y what cones to m nd, having been a
fornmer director of a nmotor vehicle coonmssion for a state,
is what sort of paperwork or paper processed at the tinme of

transaction that the deal er woul d be responsible for once he
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recei ves, he or she receives infornmation either on a
trade -in or whatever type of transaction we're having at
that particular point and tine.

And then where does that deal er actually physically
send that information? Wuld it be to the State Departnent
of Motor Vehicle? Are they going to be able to handl e the
i nflux of infornation?

Were is the cleari nghouse of any database? R ght
now |l contend it's with the notor vehicle departnents. And
if you' re tal king about adding nore forns, as was | ust
nmentioned, if you added nore forns on one end you' re addi ng
nore detail.

And having been a state regul ator, when you add that
detail you add a heck of a lot of itens that nust go into
that database. So fromthat perspective, where fromthe
deal er point would such a cl eari nghouse be?

M5. HARRINGTON: Do you have an answer to that,

Lori ?

M5. COHEN:  No.

M5. HARRINGTON  Ckay. Well, there's a good
qguesti on.

M5. COHEN It's definitely to be worked out.

MR CGRISHAM W would love to see it. W would
|l ove to see disclosure as much as possible. Because being

at the very tail end of that marketing chain, it is our
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peopl e that the car conmes back to initially because the

custoner has the dealer that they have to go back to to
start unraveling this chain of where the infornation dropped
out of the system

And that is a very inportant problemto solve is
where did the information get lost; not who's responsibl e,
but where did it get |ost?

Because when you're dealing in the type of, the
nunber of transactions across the United States, and | can
only speak for one state, fromthe years 1989 to 1993 we had
about 15 mllion transactions per year.

Now, that was a nedium -sized state. Now, throwin
New York, Forida, and California and you' ve got anot her
country in processing, data processing. And information
drops out of the system

And when it drops out of the systemand then gets
down to the dealer and custoner level, and | stop there
because what do you do?

M5. COHEN Yeah. W need to get the infornmation
about that buyback into the system not papers, but into the
systemand carry it everywhere the vehicle goes.

MR GRSHAM |, we agree.

M. COHEN  Uh - huh.

MR GRISHAM No, no problemwth that.

M. COHEN  Ckay.
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MR CGRISHAM It's the nechanics of that --

MR COHEN Right.

MR R SHAM --that is just --

MB. COHEN  Absol utely.

MR GRSHAM That's the problem And if we can

come to some concl usions on that nechani sns, you're going to
make our constituency very happy.

MB. HARRINGTON Are the Mdtor Vehicle
Adm ni strators working with these people? | nean, who's
wor ki ng with you on the nmechani cs of this database?

MR GRSHAM W are working with Larry G eenberg.

M5. HARRINGTON  kay. Wio is Larry G eenberg?

MR CGRISHAM He's the head of AAWA

MB. COHEN He's the head of vehicle services area
in AAWA

MR GRISHAM R ght.

M5. CCHEN And the person | report to.

M5. HARRINGTON QG eat.

A len, do you have a question?

MR HLE | wonder if there mght a paperl ess way
of doing this through the Internet, for the deal ers and
manuf acturers to enter it into your database?

M. COHEN W' ve got paperl ess proposals for
transferring titles and all kinds of things. This system

paperl ess is exactly what now? Wat were you saying,
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nmeani ng when you say paperl ess?

MR HLE A paperless systemfor the data to get
fromthe deal ers, since we're tal king about deal ers here,
into your --

M. COHEN Vel |, we are tal king about having the
deal ers, manufacturers, whomever is providing that
information, enter that infornation - -

MR HLE The concern that |"'mhearing fromhimis
paper .

M5. CGOHEN  Yeah, no.

MR HLE It's nore paper for us to do our --

M5. COHEN VW don't want the paper; we want the
information entered. And there are precedents, by the way.
This system has others al ready, as you were sayi ng, how do
manuf acturers gets the information in. The system as
al ready envi sioned has | aw enforcenment entering reports and
getting it into the system So thereis ways to doit. |
don't have the details on it.

M5. HARRI NGTON:  Ckay. Jack.

MR GQLLIS First of all, I'd like to, | hope that
the AAWA is getting consurer input on this whole process.
| think it's really inportant. Utimately we consuners are
paying for it and we are the only true beneficiaries of it.

So | hope that you guys will set up sone nechani sm

so that we can, or sone other consuners can provide sone
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i nput .

Secondly, | think this solves a ton of problens.
Sure, we can work out the details. | don't want to belittle
the paperwork. But it gets back to what is going to be on
t hat docurment or what is going to be on that printout?

| can't inagine a consurer in Arerica who woul dn't
add a dollar to the cost of their vehicle registration fee
or whatever to get a valid printout of the history of that
vehi cl e.

So it may even not be a cost factor. That whole
i ssue can be taken care of. But what's going to be on it?
And that's where | hope that you will ook to consuner input
as well as input fromthe manufacturers.

M5. HARRI NGTON  Phil ?

MR NOWCKI: Well, you said at the end of the | ast
session if we could a way to go back to where we were at the
| ast session in this one, and |'mgoing to try and do that.

I don't know how far apart we are in, you know, we
were far apart on what the reasons are for the buyback; we
didn't have agreenent.

But getting back to the bright line and just in
tal king to manufacturers over the years and know ng sort of
their feelings on positions, | think John What | ey i ndi cat ed
like in Horida if we had that bright |ine when soneone

filed for arbitration, that's sonmething that is generally
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accept abl e.

Sone states use a notice requirenent. But if you
had the reason for the vehicle was bei ng bought back was
just really one or two reasons, one it was bought back after
noti ce of defect or after filing for arbitration or if it
was |ike a court order, so forth, that is the only
information there that really is the only real reason, |
think it sinplifies things for the people with the, the
title brandi ng people.

It hel ps gives you a mechanismnow that's out there.
You could tie it into some form For exanple, in Florida,
and nmanufacturers are very famliar with our formin
Florida, and this doesn't necessarily have to be in the
manuf acturers, | nean, it doesn't have to be the state
giving out a booklet, but we have a defect notification
form

Now what if manufacturers put in their warranties,
sonet hing al ong those lines, that was triggered by this
reporting mechani sm anything that was bought by, after that
period of tinme was then fed into this database, does that
add a little clarity or agreenent here?

M5. HARRINGTON: Vel |, the next person on ny list is
Gerry. So I'mgoing to ask you to respond to that and then
say whatever else it was that you have.

MR DUCHARME: Thank you. The sinple answer, Phil

For The Record, Inc., Wl dor f, Maryl and (301) 870 -8025



© 00 N o o b~ wWw N P

N N NN NN R R R R R R R R R R
g B W N P O © W N O 0 M W N B O

137
is yes, that would be an objective act that one coul d | ook

at and use as a benchmark to decide whether is di scl osabl e
or not, even with respect to the use of certificates or any
ot her kind of mechanismfor so -called custoner satisfaction
pur poses.

So in principle I think the use of sonething Iike
that, as long as the nessage was clearly given to consuners
as to when this is to be used and as | ong as there was sone
saf eqguards so that it would not be used inappropriately, |
woul d think yes, that would be a good bright line that we
could work with.

And if we were to use certificates that we di scussed
in our |ast session after the point in tine where one of
t hese docunents was properly served on us, well, then we
could very easily call that vehicle a so -called buyback
vehi cl e and nake disclosures with respect toit. So yes,
the sinple answer is yes.

The comment that | wanted to  --

M5. HARRINGTON:  Let me ask a question, though, of
both of you. Since every state doesn't have the sane
requi renent that F orida has and sone states don't have a
simlar requirement, what do we get in the database about
the vehicles that are purchased by consunmers who live in
t hose states where there isn't --

MR DUCHARME: Wi ch was the next part of ny
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comment .

MB. HARRINGTON  Yeah, okay. Cerry.

MR DUCHARME: Wiat we would like to see, quite
frankly, is uniformstandards throughout the whole country.
It isincredibly difficult for a manufacturer who does
business in all the states to be able to nonitor all of the
differing state laws, to be able to 100 percent conply with
all of them notwithstanding all of our efforts to do.

Cars, no doubt, are incredibly nobile things. And
to have their transfer and their, you know, pedigree covered
by individual state laws when in mnutes a car can be in a
totally different jurisdiction and with, you know, custoners
and with dealers in a totally different jurisdiction frankly
is an issue that everyone shoul d focus upon.

And | think all attention should be directed in
getting uniform preenptive |egislation or rul enaking that
woul d govern this, you know, throughout the whole country.
W' ve tal ked about disclosure forns before.

Frankly, it's incredibly difficult for manufacturers
to have different disclosure forns in different states.

It's incredibly confusing to consuners who take the car from
one state to another that maybe have two discl osure forns.

One, it doesn't conply with the law of the state
where they were buying the vehicle. So we would push very

much for some sort of uniformlegislation.
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A so, we at Ford are very nuch in favor of having a

nati onal database that would nonitor the pedigree of
so -cal | ed buyback vehi cl es.

But the caveat on that, we are not excited about
havi ng additional rules and additional requirenents to
overlay all the different regulations in all the states. W
woul d favor a national database as part of a uniform Federa
rule or regulation that woul d govern this whol e situation

VW think it would be a very inportant part of such a
rule. W think it would be incredibly consunmer friendly.
And for all the reasons we'll probably get into this
afternoon when we get into this in detail, we would support
it a thousand fold.

M5. HARRI NGTON Ckay.  Ed.

MR M ERZW NSKI : Ei l een, getting back to a point
you had nade earlier about getting nore information to
consuners and al so about this, | don't knowa lot, | don't
know very much about this database at all.

But | think it is a step forward. | woul d encourage
your staff, and | can provide you with names of people,
have sone grave concerns about the cost to the consumers who
seek the information.

And | think we have to worry about the chilling
effect on themof if there would have to be a fee for a

consuner to ask this database for information. And |
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realize there is no such thing as a free | unch.

But the SEC went through a problemwhere it actually
created a database and sone nonopolistic infornmation these
sel l ers thought that they had a nonopoly on gover nment
information and wanted to resell government records for an
enornous fee per hour

Now, the SEC ended up, now you can get it on the
Internet free, the Edgar database. And so | think that we
ought to go down this line but at the sane tinme nake sure
that we can get to the point where we can continue to
provide nore information to consuners at a | ower cost.

M5. HARRINGTON:  Has there ever been any thought,
Lori, about sormehow making the ability to search this
dat abase avail abl e on the Internet?

M5. COHEN | really can't answer what's been
what's been | ooked into so far.

M5. HARRI NGTON:  Ckay. Evan.

MR JCOHNSON: | guess | have nore of a question than
a cooment. And | guess ny question is of you, Eileen. You
asked Jackie for us in general what we thought of this.

And was | understanding your question to say, are
you asking us if this ideally could take care of the problem
or perceived problenf? Was that the question or?

M. HARRINGTON:  No. No, no. | think the question

is what do you think, what do you think of this?
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MR JOHNSON: | think everybody thinks it's good. |

just want to nake sure that it's clear that, and this coul d
be wonderful. And even if you got it free, et cetera,

have questions whether it's, whether it's accurate. Because
a lot of people still may not use it even though we're
getting nmore into the conputer age, no doubt about it.

MB. HARRINGTON  John and then Phil.

MR WHATLEY: A couple of commrents and a questi on,
guess. | enthusiastically second, enthusiastically second
what Cerry said a mnute ago.

But | guess | wonder, |ooking at this database,
whether it's really going to be a full provision of all
information the consurmer needs or just enough to put themon
inquiry notice that, gee, you better check out the history
of this vehicle because it's a | enon | aw buyback or a
manuf act urer repurchase

And | don't quite understand, |'ve had ot her
di scussions about this, and |'mnot quite sure how nmuch
information is planned on being in there right now |
thought it was the title brand or.

M5. COHEN Right nowit is extrenely mninmal. And
that's why | say brands will be passed on. Vehicle history,
there is a capability there. 1t's not standardized. States
have not been told you nust carry X infornmation. W would

need codes.
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VW woul d need t hings where states understood

uniformy you would have to carry certain vehicle history
information. It is not planned into the systemat the
nmonent .

And | start out by saying we are open to that
possibility. But it is not planned into the systemyet.
There is a lot that needs to be defined.

And also | just wanted to say you can't put in all
the information that we've been tal ki ng about, you know, all
the repair history and things like that. It would be
| esser, less of what you could put into this electronic
dat abase.

W'd have to conme up with that happy nedi um of
sonething that's transferabl e and standard and still
satisfies what the consuner needs to know.

MR WHATLEY: Do you have -- follow-up. Do you have
a -- question again. Do you have a projection as to how
long it will be before all fifty or fifty -one jurisdictions
are actually on this?

M5. COHEN | don't have a projection right now

MR WHATLEY: We've got four or five --

M5. COHEN W'll have it ready, tested, ready to go
Qctober, '98. W will be seeking additional funds so all
states can participate. Sone wll w thout funds, perhaps.

Addi tional prograns.
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MR WHATLEY: Well, it will take nore, it may take

nore funding from Congress; aml right?

MB. COHEN W are seeking it. W are definitely
seeking it. It will help the states doit. |It's sonething
they want to do. But | can't say say right now how nmany how
soon.

MR WHATLEY: Thanks.

MB. HARRINGTON  Phil and then Peter.

MR NONCKI: Just torevisit what | said earlier,
the role of the Federal Governnent as far as that they m ght
want to play, recent research that |I just did, nearly forty
states have sonme witten notification requirenents.

So it wouldn't be the Federal Governnent putting a
great burden comng in and sayi ng maybe under Magnuson - Mss
under disclosure that manufacturers will provide a formthat
consuners nust use to notify the manufacturer of a product
defect, and that will go in the warranty or in the owners
manual naterial s.

And | think getting over that threshold is, and |
knowit's a state rights issue, but it may be an i ssue where
the uniformty may in the long run be in the best interest.
What people are giving up in these other ten states, it's
not necessarily, well, now we are putting a notice burden
on, ON CONSUITErS.

In many states sone of the difficulty is that they
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are not even aware they have to give themnotice. So if you

provide themw th a form our experience in Florida has been
that that has worked out exceptionally well.

They get it. They use it, as manufacturers can
attest to. And the role of the Federal Governnment m ght be
to consi der sonet hing under the Magnuson -Mbss sort of
di scl osure aspect of the requirenent.

M5. HARRI NGTON:  Peter.

MR MAIER The dat abase we have been tal ki ng about
is mainly of use after the resale of the repurchased
vehicle. Because as a practical matter, the consumer buyi ng
a vehicle that's been repurchased already is unlikely to
access that database at the car |ot.

So that we al so need to address how the infornation
needed fromthat database and/or fromother sources is
actually given to the consunmer at the point of sale and
during the sal es transaction.

M5. HARRINGTON:  Has the AAWA thought about that?

MB. COHEN How the consunmer will know? Wen it
conmes to branding, okay, that's not |lots of disclosure
i nf or mati on.

MS. HARRINGTON R ght.

M5. COHEN But if you want to know if the vehicle
has been branded, in the HR?900 bill for sal vaged vehicl es

it proposes a sticker that you put on the doorjanb and it
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says that is a salvaged vehicle, repaired vehicle, whether

it's been inspected or not. It's on the doorjanb. If we
want to use that sane standard for one type of brand, we
coul d see use the sane for another.

M5. HARRINGTON: Al len, a question?

MR HLE | have a question for Rai nes. How | ong
does it take a buyback brand to gets into the Car f ax
dat abase? Wuld it be quick enough for it to be useful for
the first repurchaser of a buyback, before the purchaser --

MR RAINES: That's going to depend on the process
of the state. That woul d depend on the process of the
states and, you know, what happens before we get it.

M5. HARRINGTON:  How | ong does it take roughly?

MR RAINES: Once we get it, we put it in
imredi ately. But it would --

M5. HARRINGTON:  Can you give us a range of how | ong
it takes for that infornmation to get to you after it's been
br anded?

MR RAINES: It's really state by state. | nean, we
don't know.

M. HARRINGTON:  Does it range fromtwo days to two
years? Does it range froma nonth to two nonths? Can you
give us a --

MR RAINES: Wat's the "it" here in terns of the

time limt so | can be nore specific in the answer?

For The Record, Inc., Wl dor f, Maryl and (301) 870 -8025



© 00 N o o b~ wWw N P

N N NN NN R R R R R R R R R R
g » W N B O © W N O 0 M W N B O

146

M5. HARRINGTON:  What is the, how long, what is the
| apse of tinme, how nmuch time passes between the title being
branded and the information reaching  Carfax?

MR RAINES: Anywhere froma week to a nonth
probabl y.

M5. HARRI NGTON:  Ckay. Jack.

MR GLLIS | have a question maybe Janet or one of
the car nakers could answer. Phil remnds nme of the
Magnuson -Mpss Act. If this disclosed the fact that you did
repair the problem is that a warranty? And will | have any
recourse if in fact you didn't?

M5. SMTH That's an interesting question.

M. G_ASSMAN: | think the thing to renmenber is that
every buyback has a warranty, has an additional,
suppl emental 12 -nonth warranty that goes along with it. So
any subsequent problens that nay arise are always going to
be covered under that 12 -nonth warranty.

No vehicle goes out before it is repaired. And if
it can't be repaired, the disclosure notice says that it
can't be repaired.

The one problemthat it sounds like in this system
is that because it requires so much coding and specificity,
the kind of information we were tal king about before is
going to be hard to put into it.

MR GLLIS Wll, I"'mnot actually tal ki ng about
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that system | realize that's too nuch for AAWA. But what

about the case where the guy said it had stalling problens,
you said you |looked at it, couldn't find any stalling
problens. So now | have a stalling problem Do you have
any responsibility there?

MR DUCHARME: You have a 12 -nonth warranty.

MR G LLIS So everybody gives an autonatic
12 -nonth warranty to every single car they buy back?

MR DUCHARME: Every one that we resell we give a
12 -nonth warranty. Ford does.

M. SMTH In Florida that's statutory al so.

MR WHATLEY: |I'mnot sure. | don't know whether
everybody does it in every state. It's required in a nunber
of, several states.

MR DUCHARME: | thought a lot of the states
required that you warrant the particular problem W go
farther than that and we warrant the entire vehicle. |
bel i eve Chrysler does as well.

M5, GLASSMAN  Yes.

MR DUCHARVE: | think General Mtors does, too.

M5. HARRI NGTON W have heard the di scussion that
we were hoping to hear during this segnent. And we have no
addi tional questions. The staff has no additi onal
guesti ons.

VW& do have approxinmately four mnutes and twenty -two
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seconds left in this segnment. Do any of the participants
have any additi onal questions?

(No response.)

M5. HARRINGTON QO herwi se, we can build four
mnutes of additional tine into |unch.

(No response.)

M5. HARRINGTON  Good. Well, you' re doing very
well. Ve will resune pronptly at 1:15.

Thank you.

(Wher eupon, a lunch recess was taken.)
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A-F-T-EERRNOON S-E-S-S1-ON

M5. HARRI NGTON W have | enonade this afternoon
that we are serving out in the foyer. So if anyone needs
sonething cold to drink, go pour yourself a nice cup of
| enonade.

W are ready to go with the first afternoon session
tal ki ng about possible renmedies. A though | would clarify
that when we tal k about possible renmedies, we can draw an
i nference that we have concluded that there is a probl emand
that's not really true for us.

But sone of the comentors certainly believe that
there is a problem And so in the afternoon session we're
going to talk about how that problem if it exists, mght be
renmedi ed.

The comrents reflected a pretty w de diversity of
suggestions and thoughts about remnedi al approaches here.
And | think that the gist of our questioning during this
session goes to what conbination of proposed renedi es would
have the desired result of giving consuners infornation,
material infornmation that they need. That's our concern.

Again, at the risk of being repetitive, the Federa
Trade Comm ssion's staff concern is with information that's
avai |l able to consuners in the narketplace to enable themto
nmake good purchase deci si ons.

So with that, let me open with the broad question
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whi ch conbi nati on of proposed remnedi es do you think would
gi ve consuners the information that they need?

And while you're all thinking, | hope that you found
ni ce lunches in the neighborhood. The food situation has
i mproved i mreasurably. Sone of you who have been com ng
here for years will no doubt notice that.

M. PHELPS: I'Il start.

M5. HARRI NGTON: Ckay. (ood. Bert a.

M5. PHELPS: Wthin our industry, we are strictly
whol esalers. W feel in order for this to be effective, we
all have to strive for uniformty. And we see the probl ens
nonuniformty causes in our industry right now, i.e., with
sal vage.

Were sone states have a brand that another state
does not recognize, the vehicle will travel across to that
other state, the brand gets washed off, and the deal er and
subsequent|ly the consuner well not be aware of the fact
until there is possibly a problem

As far as renmedies, we feel title branding, vehicle
branding is very effective if it is done uniformy so the
auctions will have access to that infornation. W realize
that in nost instances the retail custoner, the consuner
wll not see the title since the lending institution will
get the title and the brand. oviously the |ending

institution generally does not |ook at the title itself.

For The Record, Inc., Wl dor f, Maryl and (301) 870 -8025



© 00 N oo o b~ W N P

N NN N NN R R R R R R R R R R
g A W N P O © W N O 0 M W N B O

151

So if in conjunction with you al so brand the vehicle
that it is whatever you want to label it, then it would be
visible to the consuner.

Also, we find that a brand on a title is very
ef fective because of the avail abl e dat abases. Mst of the
nmenber auctions within the interplay access databases for
br ands.

So when they pass the vehicle on fromthe seller to
t he buyer, everybody is assured that the proper disclosures
were nmade. And again, we beg to the body here that wil
decide of howto |label the vehicles, that they will arrive
at a uni form procedure because otherwise it will defeat the
pur pose.

M5. HARRI NGTON:  Thank you. Robert.

MR GRAHAM | think there are two concepts that are
at play here, at |least two concepts of sonme inportance in ny
view in the way of disclosure.

Those two concepts are permanence and prom nence.
Prom nence is inportant to the extent that that's what's
required to get information to consuners, to make sure that
they take note of the salient information.

And you can achi eve that through, as Berta
recogni zed, an on -vehicle sticker, something that will be
prom nently displayed at the point of sale before any

consi derati on changes hands so that that information figures
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into the consuner's deci sion whether or not to purchase a
vehi cl e.

Per manence is inportant because we don't want
di sclosure just to go to the initial resale custoner but for
that infornmation to go to subsequent repur chasers of the
vehi cl e.

You can achi eve that through title branding. You
can achieve it through registration branding and a nunber of
states can achieve it through sonmething in the way of a
doorj anb sticker, although there are going to be certain
unscr upul ous vehi cl e owners who are going to peel off that
doorj anb sticker.

But now you've got the theories there. And | think
if we keep those, keep both prom nence and pernmanence in
mnd, | think to the extent we're able to achieve that we're
better off.

MS. HARRI NGTON  Lori ?

M5. COHEN  Yeah. Just to be very brief, | agree
with Robert that you want to have the, to showthat there is
a brand to have the sticker on the doorjanb. That will help
the consuner at the time of the purchase. And then to
ensure that it's carried fromowner and owner, do the title
brandi ng as wel | .

M5. HARRI NGTON Cerry.

MR DUCHARME: We'd like to see, frankly, use of the
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Used Car Buyers' Quide as a mechanismfor disclosure at the

retail or at the point of retail sale. And that coupled

with the 1 -800 nunber of the central database that we tal ked
about this nmorning seened to ne to be a nechanismto ensure
di sconti nued di scl osure.

Title branding, you know, typically isn't as
effective as a lot of people would like to think it is. But
nornal | y people don't have sight of their title until after
they've paid for their cars. Mst people finance their
cars.

So in terns of being a nmechanismto informthe
consuner of the pedigree of the car before they take their
purchase decision to ny mnd is largely ineffective. So
it's one of those things you do when you have to do.

And | guess a lot of states require that we do it so
we do it. But in terns of effectiveness and in terns of
bang for the buck, in terns of the noney we spend doing it,
| really don't think it's there in terns of consuner
benefit.

M5. HARRI NGTON Lou?

MR GOLDFARB: V¢ agree with what Robert said a few
m nut es ago about permnmanence and prom nence. Wat's even
nore inportant than that is content; what are peopl e being
tol d?

You know, the State of California until January of
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this year had the requirenment to put on the brand on

vehicles that qualified to the consuner warranty | aw,
warranty wecked or warranty returned, abbreviated to
warranty w ecked.

No one knew what that nmeant. Finally, after seven
years they decided to nodify that to | enmon | aw buyback, |
think. But the point is that we still have to westle with
the issue of what is disclosed through whatever, you know,
uni f orm nat i onal s?

| agree it would have to be uniform Maybe a term
manuf act urer buyback woul d cover all these buybacks and then
it would al so give disclosures that we were tal ki ng about
earlier of what was clainmed to be wong with the vehicle and
what was repaired.

Just to have a uniformsystemthat has infornation
does not give you very revealing or could be msleading to
the consurmer. | rmean, |enon | aw buyback is a m sl eadi ng
term

It doesn't say a lot. It nay overstate the extent
of the problem It may di scourage sonmeone from buying a
vehicle that could be in very good, good shape. So I think
we need to focus as well on the issue of what is disclosed.

M5. HARRI NGTON  Steve.

MR TATERKA: Let ne respond to sonething that Cerry

said about the title branding. And that was al so raised |
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think in sone of the cooments fromsone of the other

i ndustry fol ks.

Gobviously in nost states the lender holds the title
so that the customer isn't going to see the title right
away. bviously, in a cash transaction of course they would
get the title.

In those states where the | ender does not hold the
title, the customer would see it right away; | know
Wsconsin, | think Kentucky also, there is a few ot hers.

But the purpose of title branding isn't to in and of
itself give the disclosure to the custonmer. The purpose of
title branding is to nmake sure that the chain of disclosure
conti nues every step down the |ine.

Because if you don't have the title brand, there is
no way to know | mean, the nmanufacturer may do a superb
job of giving the disclosure to their franchise deal er when
they sell it at a closed auction.

Wiet her that dealer retails it or wholesales it to a
deal er, another franchi se deal er or an independent deal er,

t he manufacturer has no control over that. The one thing
that's constant is the title certificate with the branding
i nf or mat i on.

Li kewi se under the Federal Qdoneter Act, it's the,

the Federal |aw already now requires that there be an

odoneter brand on the title every tinme atitle is issued.
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And that's the infornmation that a custoner can use

to i npute know edge to the seller that the vehicle has a
certain amount of mleage. And likewise atitle brand for
buybacks can do the sane kind of thing.

So | just want to sort of clarify that the purpose
of the brand is not to directly give disclosure to the
consuner but so that you can inpute know edge to the seller
that the vehicle is a buyback and consequently nake sure
that the seller has an incentive to give the consumer the
appropriate disclosure.

M5. HARRI NGTON:  Ckay. John.

MR WHATLEY: | guess a |lot of our reservations
about title branding has to do with the current situation.
Because it doesn't do that now because only a few states

have it and there are ways that the brands can get lost from

titles.

Not only does it not provide the disclosure to the
consuner at the time -- we can qui bbl e about whether it
really does or not. It doesn't provide a reliable source of

the, for |aw enforcenent purposes because things can be done
to lose the title.

VW prefer sonmething that, A gets notice to
consuners who are the ones who real ly care about giving
notice to. And two, we can have sone assurance that

essentially it's going to get fromus to the ultinmate
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consunmer .

And the only way I know of to do that, and it's not
the perfect way, is through a series of contract disclosures
where each and every person in that chain has the
responsibility to pass that infornation al ong and have sone
evi dence that they passed it along in case there's a need to
track back up and find out where that information woul d
arrive, where it was | ost.

Title branding mght be just, not only does not
provi de consuners the informati on they need, but it is just
not very reliable in the current state of things. W need a
uniform maybe if you had a uniformstandard that was
nationw de, title branding woul d have to provi de sone
information. But it doesn't in the current circunstances.

M5. HARRI NGTON  Peter.

MR MAER Yeah. On the question of title
branding, it does, | agree with Steve, it does have a usefu
pur pose in perpetuating the infornation.

In addition, it does have sone infornmation to the
buyer, because typically it also goes on the registration.
And even if the buyer does not see the title if they finance
the car, they do see the registration.

But | think what we really need is a bl end of
information. There are five things | think at a m ni mum

w Il be required. Because these things serve different
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pur poses.

One is to have a disclosure on the car itself of its
repurchase status. That is, sone kind of w ndow sticker.
Because that information is a part of the, it then becones a
part of the informed bargaini ng process in purchasing a car
or not purchasing a car. | think that the door sticker is
useful. Ford apparently is doing it or is about to do it.

MR DUCHARME: W do it nationw de.

MR MAIER You are doing it now? Starting?

MR DUCHARME: Starting four nmonths ago. Thank you.

MR NMAIER  Four nonths ago, okay.

M5. HARRINGTON Do you have one of your stickers
her e?

MR DUCHARME: | sure do. This is the only, the
only one we use in California. The nationw de one | don't
have a copy of. But this is the sticker. It goes in the
doorjanb. It |looks snall froma distance, but a doorjanb
isn't that big. So this is the sticker. And it goes on a
doorjanb right belowthe VIN

M5. HARRINGTON  Coul d you pass it around so that we
could all --

MR NMAIER Yeah. That would be very useful.

MR DUCHARME: |'ve got a couple of themhere |
t hi nk.

MR MAER And there is the nodel for that of
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course under the odoneter |aw which has a simlar kind of

sticker. QGanted they can be renoved, but at least it, if
sonebody renoves it they are thensel ves doi ng a bad act.

And so that has a, that has the kind of purpose that
the title branding has in terns of pernanence but in a
different form There's title branding, which we've tal ked
about .

Then | think it's inportant that there be a point of
sal e di scl osure whi ch woul d typically happen towards the end
of the sale process. And that would be a formused in sone
states, and | have an exanple fromthe State of Washi ngton
what the formthey have

And the critical point here is that it's signed and
dated by the consunmer. The consuner retains a copy. And so
there is an actual instrunment that denonstrates the
di scl osure was actual | y nade.

And then there is the database, which would be the
fifth way of doing it, which would be a way of both for the
deal er to access information to confirm nake sure that
sonet hing hasn't gotten | ost along the way.

And if there is a question that arises later,
sonebody is having difficulty with their vehicle and they
suspect perhaps incorrectly that this mght have been a
repur chased vehicle, they can confirmor have their

suspi cions al l ayed by accessi ng the dat abase.
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These things, no one disclosure or information

per pet uati on nmechanismby itself is going to work. You need
to have these things work in concert.

MB. HARRINGTON Adam do you have a question?

MR CCHN  Yes, about title branding. Someone said
earlier that title branding, the purpose of it was for
continuity.

Wth regard to that, to what extent is it inportant
that there be a single, | heard sone tal k about there needs
to be a single title brand.

But woul dn't the purpose of continuity be served
nmerely by requiring one state to at |east acknow edge that
anot her state has branded that title?

Wul dn't that serve the purpose of continuity
wi t hout necessarily coming up with sone sort of mandatory
statenent that it would have to be branded on all titles?

For instance, if you had a California title, nerely
be required to say branded in Wsconsin and not really
necessarily give the entire statenent that Wsconsin m ght
require. Wuat do peopl e think about that?

M5. HARRI NGTON  Steve.

MR TATERKA: The question of howto deal with
carryover brands is really nore of an issue in the sal vage
busi ness al ready because you' ve got states using conpletely

di fferent brands.
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And states have taken two approaches. e has been

to sinply carry over the other state's brand literally. The
ot her has been to convert it to what they believe is the
cl osest brand.

| guess for, | mean we're going to tal k about
uniformty later on this afternoon. But | suppose, at |east
to respond to your question | think, it probably woul d be
useful for there to be a uniformtitle brand so that, you
know, addressing, you know | enon | aw buybacks.

Now what that brand should be is sonething that I'm
sure can be the subject of a |ot of discussion. But
sonet hing that certainly woul d be understandabl e and woul d
be the same mght not be a bad idea.

M5. HARRINGTON:  Cerry.

MR DUCHARME: | find sonme of the things that are
bei ng di scussed here to be a little bit disturbing because |
gather that we are tal king about addi ng things to what other
peopl e are, what manufacturers currently are doing. And I
think that's nost troubl esone.

Wiat we would like to see is a fresh set of rules
that woul d nake the right things happen at the right tine.
Not, for instance, the gentleman from Wshi ngton nmenti oned
that we have to do all of these things.

VW have to have the paper there. W have to have

t he dat abase. VW have to have the sticker. W have to have
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| don't know God knows what to nake sure the consuner knows.

Vell, there is a point beyond whi ch peopl e just
shouldn't have to tread in terns of conplying with these
kinds of rules and regulations. W all share your goals.

As a matter of fact, Ford has been in the forefront
in nmaki ng sure there has been adequate disclosure to the

consuners. But you can overregulate. You can overkill

And very frankly, | think if we were to foll ow al ong t hose
lines | think we'd be in the overkill area.

Interns of title branding, | really wonder whether
that's overkill if we have a national database. That's

sonething that's pernmanent. That's sonething that a
consuner is going to have reference to, he's going to have
recourse to any time at all

If someone goes to buy a used car, they can call a
1-800 nunber, they can punch in a VIN and they can find out
whet her there is sonething they ought to know about t hat
car. That's there forever, and that's there potentially
bef ore the consuner buys the vehicle, not six nmonths after
when he pays for it.

M5. HARRINGTON:  (kay. Let ne stop right there,
Gerry. For those who are recommendi ng that part of the mx
include title branding, if there was a national database and
an 800 nunber that consuners could access to search by

vehicle identification nunber, would title brandi ng be
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necessary?

Lori, Steve, | want to ask both of you to respond to
t hat .

M5. COHEN | don't see howit would not be

necessary. Qur plan right now for National Mtor Vehicle
Title Information Systemis to do pretty much what Adam was
sayi ng.

If California branded it as sal vage and Wsconsin
takes it in, Wsconsin will have to carry the brand but
they'Il have to know it came fromCalifornia and apply that
definition.

It gets confusing. We'd rather have a uniform
definition. You'll have to go back and | ook up which state
it came fromand how they define sal vage.

So National Mtor Vehicle Title Information System

wll carry over the brands. But uniformty would be nuch

nicer. So should there be a brand? | think you need it
definitely with the system [|'mnot sure how you coul d not
have the brand. 1'mnot sure about your --

MR DUCHARME: Can | plug in? | think thereis a
m sunder st andi ng what | was sayi ng.

M5, COHEN  Yes.

MR DUCHARME: |f we define what is caught by our
overall regulation, in other words, what is a reacquired

vehicle, if we are able to define that, and we were talking
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about that this nmorning, let's say we have a category of

vehicles, the rule could be that when a manuf acturer has one
of these, right, then the manufacturer is obligated by | aw
to put certain infornation on the database.

And it doesn't nmatter whether that vehicle has been
branded. That's got nothing to do with it. The inportant
thing is that the data gets fromthe nanufacturer to the
dat abase and that consuners have access to it. And whether
the title is branded is to ny mnd totally irrel evant.

M5. HARRI NGTON:  Steve.

MR TATERKA: See, | don't think you can separate
the two. Because it's the, normally when the title is
submtted, in states that nowrequire title branding, the
manuf acturer submts the title fromthe first owner, the
person that the car has been reacquired from along with the
title application, that goes into the state notor vehicle
di vi si on.

And then they will issue a newtitle to, you know,
in the manufacturer’'s nane wth whatever the appropriate
title brand is for that state. That creates the conputer
record which Carfax now picks up and presunably, hopefully
M/A will pick up on their system al so.

So the fact that that title brand appears on the
title itself, that's not out there alone. | nean, it's that

conmputer record that the databases pick up which woul d
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provide the information that consuners could then access via

an 800 nunber or otherw se.

MR DUCHARME: | guess the point is where is the
source of the core data? You' re saying the source of the
core data ought to be the vehicle registration bureau in the
state.

| guess | was saying what's the matter w th having
t he manufacturer be the source of the data to the central
dat abase? |f the manufacturers were the source of the data,
you woul dn't have to go through other bureaucracy within the
state to have theminput the data. So | think that's where
we differ, | think.

MR TATERKA: |'mnot sure the proposals are
mutual | y exclusive. | guess to answer E | een's question,
which was if there was a database woul d we al so want the
title branding.

Wien | heard the question | understood it to nean
not necessarily a separate manufacturer -run database. But
agai n, you know, | don't know how many consumers woul d
access the database, how many consumers woul d have know edge
of the database. | nean, | would still want the title
br andi ng.

M5. HARRI NGTON:  Question, Alen?

MR HLE Yes. Thisis for Lori. Under the

current state of the |aw that governs your pilot project and
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your, whatever admnistrative regul ations you have, would

you be able to put data into your systemw thout the
predicate of a title brand?

Coul d you do what Cerry is suggesting here and take
information directly fromthe manufacturers and possibly the
dealers and put it into the database without it being a
brand? O does the |law contenplate as a predicate to
putting it in your database it has to the suppl enented
privately?

M5. CCHEN The very way that this systemis
organi zed, it has four files. The VINis the pointer and it
gets you to everything el se.

The other files onit is theft, an MJOO and the
brand file. And for us to identify this as a buyback, it's
the brand file that's key.

MB. HARRINGTON  But earlier when we asked whet her
you coul d expand that, you said yes, you could.

M5. COHEN Ckay. There are  --

MB. HARRINGTON  There woul dn't have to be a brand.

M5. COHEN Al right. | have to explain a little
nore about the system There is the VIN pointer file. And
the pointer file has certain mninmal information. It won't
even have driver nane, not driver nane, ownher nane or
addr ess.

To get nore specific information fromthe VINfile
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about who owns the vehicle, you shoot the inquiry to the

state itself which holds the nore conpl ete database. It
hel ps for privacy purposes that way, too.

So you're getting the nore specific infornmation out
of the state itself. The state would hold the vehicle
history information, the nore specific information. 1It's
hard for me to explain howthey all interact. There's a
brand file, there's a VINfile, there's a state file, but.

M5. HARRINGTON Wl |, earlier when we were
di scussing this database, ny understanding was that it
woul d, that it will be possible with this database to expand
on the infornmation that it captures to include, if we wanted
to, if you wanted to, if the world wanted to, any car that
was subject to a buyback, that that information could be
captured and used in response to a VI N search.

MB. COHEN There will be a brand file that connects
with the INfile, yes.

M5. HARRINGTON:  But | guess what we were, the
assunption there is that we're going well beyond cars that
have branded titles.

MR CCHN Um -hmm | don't think | better speak to
how it works. | have got people who can help on the how
later. But | can't really provide that information in
detail that you want.

M. HARRINGTON  Gkay. |I'mmnot, | don't think I'm
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interested in how |I'mnore interested in what. And that is

what can, what could this database capture and produce in
response to a consumer query?

M5. COHEN R ght now |I'd have to say we're very
open. It is brand oriented. Vehicle history is a
possibility that has not been devel oped much at all.

M5. HARRI NGTON  Ckay.

M5. COHEN It's a possibility. And it's really
wi de open at this point because it's not very well devel oped
as part of the system But the possibility is there.

M5. HARRI NGTON  (kay. Lou, you've been patient.

MR QGOLDFARB: Actually, ny commrent is going to
respond to Adami's question awhile back. But 1'd like to say
a few ot her things, too.

I think, you know, it's very hard to divorce the
i ssue of what shoul d be done about it w thout acknow edgi ng
the magni tude or |ack of nagnitude of the problem |
understand there is good reason not to get into that, but -

MR GLLIS No, that's all right; you can get into

MR QGOLDFARB: | agree with  --

(Laughter.)

MR QGOLDFARB: Actually Jack's learned a | ot today.
(Laughter.)

MR QGCOLDFARB: He has a better understanding of the
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situation. But | have to agree with what Gerry said and

expand on it alittle bit. And that is we are really
getting to overkill here.

I nmean, first of all when you talk about title
branding, and this is responding to Adams point, it woul d
be very difficult, Adam to direct the state DW to do what
you suggest ed.

You have to understand we've had a | ot of experience
with one DW in particular. You know, they have a | ot of
responsibilities. And let me say this as charmng as | can.
They have a | ot of responsibilities, DW s do.

And they just, you know, | nean, | will say for the
first four or five years of California's law, title brandi ng
|aw, the DW didn't even know howto do it. | nean, deal ers
fromall manufacturers were submtting information to the
DW and not getting the vehicles branded.

In fact, last week the DW were sending letters out
to owners telling themthat they now have to retroactivity
brand vehicl es that shoul d have been branded years and years
ago.

So it's a very conplex thing. It's another |evel of
bureaucracy that has to be i nposed on the existing already
busy agency. And | just don't think it's going to get done.

But even nore inportant than that, | mean, title

branding is just not that useful in any way along this
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process. It really isn't. | mean, the nost inportant piece

of information is the information that's given at point of
sal e.

| mean how many consumers are really going to go
into their conputer and access sone national database when
they're contenpl ating buying a used car? Al right?
nean, these are people that by used cars, okay.

And they see a good deal with a car that was bought
back by a manufacturer. They see it's costing a |lot |ess
than the blue book is for that particular vehicle. They go
in. And the nost valuable infornmation is what they get at
poi nt of sale.

And, you know, we nake every effort to see to it
that these disclosure forns go through the whol e process. |
wi Il acknow edge that in nmany instances they don't. In sone
i nstances they don't.

Very often when dealers sell cars to other dealers,
deal ers of other brands, those forns don't necessarily
follow And greater efforts can be nade to nake sure those
forms foll ow

But the really best disclosure is that which appears
at point of sale when sonmeone is negotiating to buy the
vehicle. That's when they can negotiate a | ower price for
what ever they see in this disclosure.

To have all these high tech overlays, it's nice. |
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nmean, it's nice in theory and we have the equi prent and the

conputer technology to doit. And it's interesting.

But when you really get down to it, (A you can't
i npose these huge responsibilities on DWs, they don't have
the resources to do it; and (B) |I'mnot sure how meani ngfu
it istoget intothis nassive title branding on a nationa
scale and try to get that informati on out there.

M5. HARRINGTOND R B

MR @R SHAM Looking at it further down the chain,
when the vehicle, whether or not it's branded or not, but
let me first start by saying branding fromour perspective
hel ps. Froma used car deal er's perspective, it hel ps.

Because it's preserving the chain. It's preserving
what that vehicle has gone through. 1've heard a | ot of
di scussi on about the brand may or may not be meani ngful, so
| come back to the word uniformty which is all in what
we're trying to work out.

But on the other side of that equation, when you
corme down to that title being branded, it gives the
information that can be traced back to where and what
happened to that vehicle.

And the states are the repository of that
information right now, have been. So what, | go back to a
little bit, what | said alittle bit earlier, it's when that

information drops off this chain is where we need to have
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the brand or the information recorded in a proper fashion so

we can find out where that information did drop off.

And we're tal king about renedy, that's where we can
go back and di scuss how and why that informati on dropped out
of sight. So we feel like that branding is a part of this,
as long as | cone back to the termuniformty.

But branding ensures that the information gets
passed by transaction by transaction by transaction. And
the states are already the repository of that information.
And it's used every single day.

Titles in nost states have to be present at the
deal ership to sell the car. | knowin the State of M ssouri
you cannot sell a car unless the title is present at the
deal ership. And a lot of states have that.

And as long as we hol d deal ers responsi bl e for what
t hey shoul d have known at the time of the sale, then you
have got to give the dealer the opportunity to go back
t hrough the chain to find out when this infornation was
| ost.

M5. HARRI NGTON:  Ceor ge.

MR VELEZ: Yeah. | guess a couple of coments.
When you' re introducing conplexity into anything, and in the
chaos theory, the people here, they can expound on it, but
anytinme you ask our field people to do one nore thing, you

increase multifold the chances of it not getting done or not
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getting done right.

That goes to Gerry and Lou' s point about you need to
sinplify this thing. You can't just keep adding | ayer upon
| ayer upon layer on this and hope that we're all going to be
in conpliance because it's going to get hopel essly chaotic
and everything is going to go wong.

But | think, there is a lot of us who think that
sonething is doable. But it goes back to uniformty and it
goes back to keeping it sinple.

This formthat we devel oped we devel oped
specifically with the State of Pennsylvania to settle sone
differences we had with them They approved the form It
was the first of its kind. And now everyone thinks it's
usel ess and, you know, confusing and everything el se.

I nmean, it just shows you what happens. And, you
know, we tried adapting it to different states
requirenents. And that's why it gets |onger and whatever.
And you want to keep the print big so you don't get accused
of making the print snall.

And everything you do to try to accommbdat e soneone
because there is so nmuch distrust gets interpreted as trying
to evade sonet hi ng.

So | think it's just absolutely paranmunt, you' re
going to drive up costs dramatically. | don't think anyone

here wants to see consuners pay nore for cars. | know we
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don't.

| nmean, whenever we price vehicles, one of the
things we take into consideration is, you know, there's a
segnent of the population that can't afford these vehicles
anynor e.

And it's just, it's driving costs up and it's
driving conpliance down because it's just so hard to do. So
I just, | think we've got to sinplify this thing.

M5. HARRINGTON:  Phil, and then we'll go to Adamfor

a question.
MR NOWNCKI: | don't really have a position one way
or the other on title branding. | would just in our

experience with our investigation in Florida, a nunber of
probl ens we have had are "6"s look like "G's in the VIN and
"8"s look like "B's and "4"s "Y's, "1"s and "L"s.

Sonetinmes it doesn't have all the characters. And
one of the things we were able to do if we had the title
nunber was run it that way and to find the VIN that way.
And sort of as a cross -check nmechanismit has sone val ue.

Now, if there is sone other nechani smout there
that's going to help you nmake sure you have the right VIN
for the right car, maybe there are other alternatives. But
we saw val ue at least in accessing the title fromthat
per specti ve.

M5. HARRI NGTON:  Adam question?
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MR CCH\  About, about the necessity for our

uniformtitle brand. | still don't think I'"mclear on the

i ssue of the inportance of branding in terns of continuity.
Because it seens to ne that after Cctober, 1997, at |east, a
deal er woul d be on sone sort of notice for any car if there
is a database that the dealer could just access and see

what ever brands were on that VINin any state.

You woul dn't necessarily have to have a title that
said branded in whatever state. You could have a title that
was free and clear of all brands to your, to the best, you
know, just looking at it.

But if you dialed that 1 -800 nunber, you' d see that
there were four brands on that car. And | still don't know,
I''mnot convinced that requiring the states to do anyt hing
to change their branding woul d achi eve anything, or even to
require themto carry over a brand from anot her state once
you had an adequate functional database. | nean, |'m not
sure | understand --

M5. HARRINGTON:  Are you addressing this? Wo are
you addressing this to?

MR COHN To R B. particularly.

MR &R SHAM Havi ng experienced both sides, ny
experience is over on the salvage side, so let ne step back
on that side as opposed to the lenmon side. But let ne tel

you that it, the dynamcs is probably a little bit different
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on this side of the equation.

But it's very easy when there is no uniformty to
wash a title fromstate to state to state because it gets
dropped in the nmechanism And again, states don't recognize
other states' brands. They don't recogni ze ot her states’
| egal descriptions of that vehicle.

Now, what the specs on the AAWA systemthat |'ve
seen shows us that a pointer system if you will, toward the
probl em coul d exist and function and work. But if you start
dropping the problemfromstate to state to state
transaction, then the pointer system once again | go back,
the information is going to be |ost.

If Al abana doesn't recognize Mssissippi's brands in
sone sort of way, then if that brand is lost the information
is going to be lost and the infornmation is not going to be
transmtted at the point of sale when it's finally between
t he consuner and the deal er.

MR COHN  Presumably the brand is still on the
dat abase. Just because it's not on the title itself doesn't
nmean that the record of that car having a brand is lost.

MR @R SHAM So the question becones the point of
know edge. |If the deal er does not know, and again say he
purchased the vehicle at a whol esale | evel or say he takes
it as atrade -in. And he takes that vehicle as a trade -in

and there is no brand on that title, what woul d give the
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deal er the idea that naybe | should check all of ny brands

or all of ny vehicles on the |ot?

Maybe from a busi ness standpoint that's a very good
practice. But froma business standpoint also it's going to
be a very expensive practice. Because there will be a
charge somewhere along the line for the utilization of these
dat abases because you don't build themfor free.

And the other aspect of that is, if it's right there
on the title in the dealership, then they don't have to
check; it's there on the docunent. And now that document is
being, is required to show to the consuner.

And there you have the probl emsol ved at the point
of sale: Here's the disclosure, here's the informati on on
the car, now nmake the decision on whether you wi sh to
pur chase or not.

Now again, that's howit's supposed to work on the
sal vage side. And it doesn't always work that way. But on
the, on this, on what we're tal king about here where you
don't have any, and | go back to uniformty, we're going to
have to come up with sone pretty basic definitions before we
can nove towards this uniformty. But then | think branding
is apart of that ultimately.

M5. HARRI NGTON  Berta.

M. PHELPS: As | said earlier, uniformty in our

business is really very inportant. 1t's one of the nost
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important factors. W exam ne, our nenber auctions exam ne

literally mllions of title docunents a year.

And if you don't keep the process as sinple as
possible for our industry and for the deal er industry and
for the AAWA industry, the Mdtor Vehicle Admnistrators
thenselves, | really truly believe you' re losing the contro
of it.

Branding the vehicle itself is very effective. You
m ght not have the docunent in front of you. You mght not
have access to the title base at that point in tine. But
you certainly can open the door and the doorjanb is | abel ed
that it is a, whatever you want to call it.

That is a visible fact. |It's a visible fact for us.
If it's a dealer, he opens the door, he can inspect the
vehicle. He knows imrediately, i.e., the odoneter is not
right or it's branded or it's sal vaged.

So again, | really have to ask that all the parties
involved ook at the sinplicity of it. To pass on the
docunents, the disclosure docunents on the initial sale is
good.

W di spose of dissatisfaction buybacks or
sati sfaction buybacks for the manufacturer. W pass on the
docunents. The manufacturer sets very stringent
requi renents on the auctions to pass down the docunentation

that goes with the car disclosing why the vehicle was bought
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back, what has been done with it.

The purchasing deal er has to sign for that. But you
cannot expect that these docunents will followthe life of a
car; that is inpossible. Because nost likely within
possi bl y anot her year, another two years, that car wll get
sol d agai n.

And it then will truly go out into the used car
whol esal e narket. And there is no way you can expect those
witten docunments to follow the vehicle.

So we need to come up with sonme procedure that lets
t he subsequent buyer --and | don't mean the first buyer on
t he dissatisfaction buyback but the subsequent buyer --know,
hey, this is really a dissatisfaction buyback.

And what ever procedures, they need to be sinple.
You cannot expect the public nor can you expect again the
deal ers and the entire notor vehicle comunity to deal wth
this massi ve paperworKk.

M5. HARRINGTON: Rosenary.

M5. SHAHAN 1'Il probably nake sone history here by
agreeing with Lou Goldfarb of Chrysler --

(Laughter.)

MB. SHAHAN --that the bottomline interest is in
getting disclosure to the consuner that's usable at the
point of sale or prior to the point of sale. And I'm not

sure, | don't think | have the answers on how to resol ve
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with the database and title brandi ng because there are other

peopl e nore experienced with that end of things.

| just wanted to raise a question | haven't heard
rai sed yet and see if people could address it. And that is
a concern that we have that sonetinmes the buyback vehicle
gets, especially when it's a trade assist kind of
transaction, it's back on the lot really fast.

Soneti mes the vehicle is bought back and changes
hands, is on another dealership's ot within 72 hours, say,
and is up for sale again. And I'm concerned about how | ong
it would take to get information into a database and get
peopl e who are to go al ong.

And | know that that's actually been a frustration
that some of the car conpani es have had with conplying with
different state regulations is how do you get the state DW
to do everything that it has to do, the docunents have to be
recorded if the vehicle's up for resale.

M5. HARRINGTON:  As we go around, if anyone has an
answer to Rosenary's question about delay or tineliness,
we'd like to hear answers to that.

St eve.

MR TATERKA: | just want to respond to sone of the
i ndustry comrents about, you know, chaos in the autonobile
titling systemand so forth if we go to sonme kind of

national title branding.
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R ght now the only thing a nanufacturer has to do in

the stat