
637 

Federal Trade Commission § 703.4 

(4) The time limits adhered to by the 
Mechanism; and 

(5) The types of information which 
the Mechanism may require for prompt 
resolution of warranty disputes. 

(d) The warrantor shall take steps 
reasonably calculated to make con-
sumers aware of the Mechanism’s ex-
istence at the time consumers experi-
ence warranty disputes. Nothing con-
tained in paragraphs (b), (c), or (d) of 
this section shall limit the warrantor’s 
option to encourage consumers to seek 
redress directly from the warrantor as 
long as the warrantor does not ex-
pressly require consumers to seek re-
dress directly from the warrantor. The 
warrantor shall proceed fairly and ex-
peditiously to attempt to resolve all 
disputes submitted directly to the war-
rantor. 

(e) Whenever a dispute is submitted 
directly to the warrantor, the war-
rantor shall, within a reasonable time, 
decide whether, and to what extent, it 
will satisfy the consumer, and inform 
the consumer of its decision. In its no-
tification to the consumer of its deci-
sion, the warrantor shall include the 
information required in § 703.2 (b) and 
(c) of this section. 

(f) The warrantor shall: 
(1) Respond fully and promptly to 

reasonable requests by the Mechanism 
for information relating to disputes; 

(2) Upon notification of any decision 
of the Mechanism that would require 
action on the part of the warrantor, 
immediately notify the Mechanism 
whether, and to what extent, warrantor 
will abide by the decision; and 

(3) Perform any obligations it has 
agreed to. 

(g) The warrantor shall act in good 
faith in determining whether, and to 
what extent, it will abide by a Mecha-
nism decision. 

(h) The warrantor shall comply with 
any reasonable requirements imposed 
by the Mechanism to fairly and expedi-
tiously resolve warranty disputes. 

MINIMUM REQUIREMENTS OF THE 
MECHANISM 

§ 703.3 Mechanism organization. 
(a) The Mechanism shall be funded 

and competently staffed at a level suf-
ficient to ensure fair and expeditious 

resolution of all disputes, and shall not 
charge consumers any fee for use of the 
Mechanism. 

(b) The warrantor and the sponsor of 
the Mechanism (if other than the war-
rantor) shall take all steps necessary 
to ensure that the Mechanism, and its 
members and staff, are sufficiently in-
sulated from the warrantor and the 
sponsor, so that the decisions of the 
members and the performance of the 
staff are not influenced by either the 
warrantor or the sponsor. Necessary 
steps shall include, at a minimum, 
committing funds in advance, basing 
personnel decisions solely on merit, 
and not assigning conflicting war-
rantor or sponsor duties to Mechanism 
staff persons. 

(c) The Mechanism shall impose any 
other reasonable requirements nec-
essary to ensure that the members and 
staff act fairly and expeditiously in 
each dispute. 

§ 703.4 Qualification of members. 

(a) No member deciding a dispute 
shall be: 

(1) A party to the dispute, or an em-
ployee or agent of a party other than 
for purposes of deciding disputes; or 

(2) A person who is or may become a 
party in any legal action, including but 
not limited to class actions, relating to 
the product or complaint in dispute, or 
an employee or agent of such person 
other than for purposes of deciding dis-
putes. For purposes of this paragraph 
(a) a person shall not be considered a 
‘‘party’’ solely because he or she ac-
quires or owns an interest in a party 
solely for investment, and the acquisi-
tion or ownership of an interest which 
is offered to the general public shall be 
prima facie evidence of its acquisition 
or ownership solely for investment. 

(b) When one or two members are de-
ciding a dispute, all shall be persons 
having no direct involvement in the 
manufacture, distribution, sale or serv-
ice of any product. When three or more 
members are deciding a dispute, at 
least two-thirds shall be persons hav-
ing no direct involvement in the manu-
facture, distribution, sale or service of 
any product. ‘‘Direct involvement’’ 
shall not include acquiring or owning 
an interest solely for investment, and 
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the acquisition or ownership of an in-
terest which is offered to the general 
public shall be prima facie evidence of 
its acquisition or ownership solely for 
investment. Nothing contained in this 
section shall prevent the members 
from consulting with any persons 
knowledgeable in the technical, com-
mercial or other areas relating to the 
product which is the subject of the dis-
pute. 

(c) Members shall be persons inter-
ested in the fair and expeditious settle-
ment of consumer disputes. 

§ 703.5 Operation of the Mechanism. 
(a) The Mechanism shall establish 

written operating procedures which 
shall include at least those items speci-
fied in paragraphs (b) through (j) of 
this section. Copies of the written pro-
cedures shall be made available to any 
person upon request. 

(b) Upon notification of a dispute, the 
Mechanism shall immediately inform 
both the warrantor and the consumer 
of receipt of the dispute. 

(c) The Mechanism shall investigate, 
gather and organize all information 
necessary for a fair and expeditious de-
cision in each dispute. When any evi-
dence gathered by or submitted to the 
Mechanism raises issues relating to the 
number of repair attempts, the length 
of repair periods, the possibility of un-
reasonable use of the product, or any 
other issues relevant in light of Title I 
of the Act (or rules thereunder), includ-
ing issues relating to consequential 
damages, or any other remedy under 
the Act (or rules thereunder), the 
Mechanism shall investigate these 
issues. When information which will or 
may be used in the decision, submitted 
by one party, or a consultant under 
§ 703.4(b) of this part, or any other 
source tends to contradict facts sub-
mitted by the other party, the Mecha-
nism shall clearly, accurately, and 
completely disclose to both parties the 
contradictory information (and its 
source) and shall provide both parties 
an opportunity to explain or rebut the 
information and to submit additional 
materials. The Mechanism shall not re-
quire any information not reasonably 
necessary to decide the dispute. 

(d) If the dispute has not been set-
tled, the Mechanism shall, as expedi-

tiously as possible but at least within 
40 days of notification of the dispute, 
except as provided in paragraph (e) of 
this section: 

(1) Render a fair decision based on 
the information gathered as described 
in paragraph (c) of this section, and on 
any information submitted at an oral 
presentation which conforms to the re-
quirements of paragraph (f) of this sec-
tion (A decision shall include any rem-
edies appropriate under the cir-
cumstances, including repair, replace-
ment, refund, reimbursement for ex-
penses, compensation for damages, and 
any other remedies available under the 
written warranty or the Act (or rules 
thereunder); and a decision shall state 
a specified reasonable time for per-
formance); 

(2) Disclose to the warrantor its deci-
sion and the reasons therefor; 

(3) If the decision would require ac-
tion on the part of the warrantor, de-
termine whether, and to what extent, 
warrantor will abide by its decision; 
and 

(4) Disclose to the consumer its deci-
sion, the reasons therefor, warrantor’s 
intended actions (if the decision would 
require action on the part of the war-
rantor), and the information described 
in paragraph (g) of this section. For 
purposes of paragraph (d) of this sec-
tion a dispute shall be deemed settled 
when the Mechanism has ascertained 
from the consumer that: 

(i) The dispute has been settled to 
the consumer’s satisfaction; and 

(ii) The settlement contains a speci-
fied reasonable time for performance. 

(e) The Mechanism may delay the 
performance of its duties under para-
graph (d) of this section beyond the 40 
day time limit: 

(1) Where the period of delay is due 
solely to failure of a consumer to pro-
vide promptly his or her name and ad-
dress, brand name and model number of 
the product involved, and a statement 
as to the nature of the defect or other 
complaint; or 

(2) For a 7 day period in those cases 
where the consumer has made no at-
tempt to seek redress directly from the 
warrantor. 

(f) The Mechanism may allow an oral 
presentation by a party to a dispute (or 
a party’s representative) only if: 
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