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November 15,2006 

The Honorable Donald S. Clark 
Secretary 
Federal Trade Commission 
600 Pennsylvania Ave., N.W. 
Washington, DC 20580 

Re: Request For a Staff Advisory Opinion 

Dear Mr. Clark: 

On behalf of Sony Electronics Inc. (Sony) we are requesting a staff advisory opinion, 
pursuant to 16 C.F.R. fj 1.1, on the question of whether Sony may lawfully market and sell as 
new certain returned consumer electronics products that have never been used and that are 
indistinguishable from products straight fiom the factory. Specifically, Sony seeks guidance on 
the acceptability of selling consumer electronics products as new products under a narrowly 
defined program in which Sony or its authorized vendor would: 

(i) identify, fi-om among the products returned by retailers to Sony or its authorized 
vendor, those that have never been turned on; 

(ii) visually inspect those products that have not been turned on and reject any damaged 
products; 

(iii) ensure that returned products that satisfy the first two conditions have all of their 
requisite parts, components, and manuals; 

(iv) repackage the returned products that meet the above conditions; 

(v) provide the same warranty for these returned products as for new products that have 
never been sold; and 
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(vi) return them to a retailer for sale as new products.' 

This request is based on our understanding of prior Commission policy and precedent 
that require a seller to disclose when it is selling goods that have been previously used, but do 
not require returned goods that have merely been "inspected" by consumers to be described as 
used when resold. Sony3s request does not require the FTC staff to define the entire scope of 
actions that can reasonably constitute inspection. Instead, we only ask the staff to conclude (a) 
that a product that has never been turned on will not be considered used, and (b) that the other 
elements of Sony's proposed program will assure that a consumer buying such a product will 
encounter the same product purchase and usage experience as if he or she had bought a new 
consumer electronics product that had not been purchased previously. 

We explain below the reasons for Sony's proposed course of action and provide 
additional details about how the program would be implemented. Additionally, we set forth an 
analysis of why we believe Sony's proposed conduct is legally permissible and why it is 
appropriate for the FTC staff to provide the requested guidance. 

Sony's Proposal to Sell Certain Unused Returned Consumer Electronics as New 

Like many other consumer electronics companies, Sony experiences a high volume of 
product returns from consumers, the wholesale value of which has grown dramatically in recent 
years. As a matter of policy, Sony generally treats all opened returned products as if they have 
been used by consumers. These returned products, which are often inspected and serviced, are 
designated by Sony as "Class B" products. These products are sold as refurbished products at a 
significantly discounted price, and they typically include a 90-day limited warranty rather than a 
longer new product warranty. 

Because of the undifferentiating nature of its resale policy, many products designated as 
Class B by Sony have never even been turned on - having merely been inspected by purchasers 
before being returned to Sony. Such products have nothing wrong with them when returned by 
consumers and require no servicing before they are sold at a Class B discount. 

' The consumer electronics products potentially covered by Sony's program include but are not limited to the 
following products: video products (e.g., DVD playerslrecorders, digital cameras, camcorders, televisions, and 
combination TVIVCR or TVDVD players); computers (desktop and notebook PCs and related equipment); video 
game systems; audio products (desktop, component and portable devices); cell phones; portable digital assistants; 
and vehicle electronics. 
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