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applies to any such procedure "incorporated into the terms of a written warranty . .." 16 CFR 703.1(e).
One could interpret this to prohibit the description of an informal dispute settlement procedure in a
written warranty unless it complies with rule 703, regardless of whether prior resort is required. A reason
for this interpretation is that describing a procedure in a warranty may give it a status approaching de
facto prior resort status. On the other hand, 16 CFR 703.2(a) says that it does not prohibit the
incorporation into a warranty of the step-by-step procedure the consumer should take to obtain
performance under the warranty. Warrantors have interpreted this provision to allow them to describe
non-703 informal dispute settlement procedures in their warranties. Thus, Honda describes the Better
Business Bureau program in its warranty, although it does not impose a prior resort requirement and may
say, if pressed, that it is not claiming its version of the program complies with Rule 703. If the
Commission takes the position that non-703 programs may be described in warranties, we suggest the
description of such programs be required to state affirmatively that prior resort to the program is not
required.

The Commission Should Consider Exercising Its Rulemaking Authority Over the Terms of Service
Contracts

Service contracts have been a huge source of consumer complaints, as the Commission well knows.

Many of those complaints concern marketing but many also arise from the unclear wording and structure
of the contracts. The voluntary Vehicle Protection Association certifies service contract companies but it
has only a brief, general standard for the wording of contacts. Now may be the time for the Commission
to exercise its given rulemaking authority so that contracts make full, clear and conspicuous disclosures of
terms and conditions.

Respectfully submitted,

Evan W. Johnson
Consumer Protection Consultant®
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% Mr. Johnson was formerly a Staff Attorney with the Center for Auto Safety and Administrator with the
Montgomery County, Maryland Office of Consumer Protection. In the former position he was a representative in
the Regulatory Negotiation on Rule 703.























