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Introductidn

This 2003 audit of NCDS’ Arbitration Process is performed pursuant to the 1975 federal
warranty [aw, the Magnuson-Moss Warranty Federal Trade Commission Improvement Act and
Ruleon Informal Dispute Settlement Procedures, 16 C#F.R. Part 703 (hereafter referred to as.

Rule 703).

Claverhouse Associates, a firm specializing in arbitration, mediation, and program auditing,
performed the audit, which was conducted under the supervision of Kent S. Wilcox, President
and Senior Auditor. The statistical survey was conducted by the Center for Survey Research,
a division of the Institute for Public Policy and Social Research at Michigan State University.

Arrangements to conduct the audit were initiated by an invoice submitted in early 2004.
Claverhouse Associates coordinated field audits, statistical survey planning, and arbitration
training with the program’s independent administrator, The National Center for Dispute
Settlement (NCDS). This year’s report was performed as a review of the National Center for
Dispute Settlement as an independent administrator for multiple automobile manufacturers.
The manufacturers participating in the NCDS automobile warranty arbitration program
included in this national audit are: Toyota, Lexus, DaimlerChrysler, Mitsubishi, and Porsche.
There are a few exceptions, wherein our review is manufacturer-specific, such as the
requirement for manufacturers to inform consumers of the availability of the dispute resolution
program whenever a warranty dispute arises.

Hearings held in Kentucky, Michigan, and Texas were included in the on-site field inspections.
Visits to these locations were arranged to coordinate with scheduled arbitration hearings. In
addition, we audited arbitrator training conducted in Grapevine, Texas, August,27-29, 2004.
Thus, field audits of the arbitration hearings and arbitrator training are sometimes conducted in
the current calendar year rather than in the audit year but are assumed to reflect operations as
they existed in the audit year (2003). Performing the field audits during the actual audit year
would require initiating the audit much earlier and using a two-phased format: one
commencing during the actual audit period and the other in the following year, after all annual
statistics had been compiled. All case files inspected were generated during 2003 as required.






