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State of California

Memorandum
To:

Allan Zaremberg
Governor's Office

From: Office of the Secretary
(916) 323-9493

ATSS 473 -9493

Subject: AB 2057 (Tanner)

Stde and Onsumer Services Agency

CcIte,
September 25, 1987

Shirley has thoroughly reviewed AB 2057 as enrolled and would probably be
delighted if it were vetoed. We do feel, however, absent the certification
program, this is a good consumer bill.

The Department of Consumer Affairs submitted an analysis when the bill was in
the Senate. After discussion with Shirley and Steve Blankenship, the
Department was asked to add justification to the BAR certification program.
This was not done by way of an analysis; however, the Department had many
discussions with the author and interested parties. Amendments were taken to
alleviate the manufacturers' concerns, but Tanner would not change the
certification language.

According to the Caucus, private conversations with the manufacturers indicate
they still don't like the bill, but feel the amendments weakened their
opposition causing a neutral position. Also, they would probably like to have

this issue finally put to rest. The longer it remains unresolved -- the more
negative attention they receive from the media. We believe the manufacturers'
arbitration programs have been fair and are encouraged by their volunteer
efforts to mediate consumer complaints in an equitable manner.

Taking into consideration the above concerns, Agency is recommending signature
on this bill. It would be a positive indication of the Administration's
support of a program perceived by the consumer groups as needing some
additional protection. We have attached both a sign message and a veto for

the Governor's consideration.

Karen Morgan
5-0784
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SIGN MESSAGE

AB -2057 (Tanner)

I have approved AB 2057 which provides additional consumer protection
regarding the purchase of new vehicles.

This bill proposes several changes to the "Lemon Law" passed by the
Legislature in 1982 which provide a dispute resolution mechanism for consumers
to seek recompense for faulty and irreparable automobiles. This measure
appropriately addresses several inadequacies in the restitution to consumers
for their documented claims under the law. However, it includes provisions

which would add to the cost of consumers by requiring an agency of the State

to certify a dispute resolution program which may expand its oversight beyond

the bounds of its primary mandate.

I am, therefore, asking the Department of Consumer Affairs to monitor this

process for one year and report back to me by July 1989 with a recommendation

as to the continuance of the certification program.
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VETO MESSAGE

AB 2057 (Tanner)

To the Members of the California Assembly.

I am returning AB 2057 without my signature. This measure proposes to make a

number of changes to the laws concerning defective automobiles. The bill

would clarify the rights of buyers of "lemon" cars, expand the protections of

our new car lemon law to include "demonstrators" and protect against the

reselling of vehicles found to be fundamentally defective.

As worthwhile as these changes are, however, the bill also requires direct

involvement by the state in the third -party dispute resolution programs

offered by vehicle manufacturers. There appears to be little evidence to

support the need for our intervention, especially to the degree mandated by

this legislation. If problems develop with the operations of these

non -governmental dispute resolution forums, existing laws are adequate to

protect the interests of consumers.

(75
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IwGeorge Deukmejian
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ENROLLED BILL REPORT
AnAPst: Gale Baker
Bus. Ph: 323-0399
Home Ph:

AGENCY: STATE AND CONSUMER SERVICES AGENCY BILL NUMBER: AB 2057

DEPARTMENT, BOARD OR COMMISSION:
CONSUMER AFFAIRS

AUTHOR:
Tanner

SUMMARY
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BILL SUMMARY

1-This bill would revise the new car lemon law and
would require the Department of Consumer Affairs'
Bureau of Automotive Repair to certify third party
dispute resolution processes used for resolution of
lemon law disputes. The Certification Program would be
fully funded by fees paid by manufacturers and
distributors based on the number of vehicles sold in
California.)

Background

Under the new car lemon law (Chapter 388, Statutes
of 1982), a manufacturer who is unable to service or
repair a new motor vehicle with a major defect
after a reasonable number of attempts must either
replace the vehicle or reimburse the buyer. A
"reasonable number of attempts" is either four or more
repair attempts on the same major defect or more than
30 days out of service within the first year or 12,000
miles of use. A new motor vehicle which meets this
test is presumed to be a "lemon."

The buyer of a "lemon" may bring an action to
enforce his or her rights under the lemon law.
However, if the manufacturer has a qualified third
party dispute resolution process (arbitration program)
as defined in the lemon law, the buyer must first
attempt to resolve the dispute by submitting it to the
arbitration panel.
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AB 2057
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If the manufacturer does not have an arbitration program, if
the manufacturer fails to give timely notice to the buyer of the
existence of the arbitration program, if the buyer is
dissatisfied with the panel's decision, or if the manufacturer
fails to promptly fulfill the terms of the arbitration decision,
the buyer may sue for replacement or restitution.

Since the passage of the lemon law in 1982, consumers and
consumer groups have complained that there are a number of
ambiguities in the law and that the arbitration programs often
are not meeting the requirements for qualification or rendering
decisions which confer the rights and remedies in the lemon law.
They complain that arbitration programs are ineffectual and/or
render decisions which are biased toward the manufacturer.

In the 1985-86 Session, Assemblywoman Tanner, who authored
the original lemon law, introduced AB 3611 as a clean-up measure
to the lemon law to respond to these grievances. The bill was
initially opposed by manufacturers, but the final amended
version, which was substantially similar to this bill, was
unopposed. AB 3611 failed in the Senate Appropriations Committee
for reasons unrelated to the substance of the bill.

The Department of Consumer Affairs worked closely with
Assemblywoman Tanner in drafting the original lemon law and since
its enactment has been very involved in monitoring its impact.
The department publishes a widely -distributed consumer
information pamphlet ("Lemon Aid for New Car Buyers") and advises
consumers with lemon law complaints. In 1985 the department
conducted a comprehensive study of the impact and effectiveness
of the lemon law. In its New Car Lemon Law Report and
Questionnaire (September 1985), the department noted a number of
ambiguities in the law and problems with the arbitration
programs, and identified possible legislative responses to these
concerns. A number of the department's suggestions were
incorporated into AB 3611 and this bill.

For instance, the lemon law does not state whether it is the
manufacturer or the buyer who is entitled to decide between a
replacement or restitution. Manufacturers would prefer to
replace a vehicle rather than make restitution, but a consumer
frustrated with having been stuck with a "lemon" understandably
may prefer restitution.

The present law also does not specify what costs are
included when awarding restitution or replacement. Restitution
or replacement awards under current practice often do not make
the buyer "whole" (i.e., compensate him or her for expenses such
as sales tax, license and registration fees, and towing or rental
car costs).

The calculation of the offset for the buyer's use prior to
discovering the defect is a major source of disagreement between
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buyers and manufacturers. A frequent complaint is that
manufacturers seek reimbursement equal to the offset for use of
commercial rental cars, which would be excessive and unfair to
the buyer.

Some buyers are being denied the remedies under the lemon
law because their vehicle is a "demonstrator" or "dealer -owned"
car, even though it was sold with a new car warranty.

The major grievance is that arbitration programs do not
comply with the Federal Trade Commission's Rule 703, which sets
forth minimum requirements for arbitration programs, or other
requirements of the lemon law. Consumer groups complain that the
FTC has failed to enforce Rule 703. FTC staff, however, state
that the FTC does not have the authority to enforce Rule 703
unless a manufacturer has violated the federal Magnuson -Moss
Consumer Warranty Act. (The Magnuson -Moss Act permits
manufacturers to establish arbitration programs to resolve
warranty disputes. If a manufacturer opts to use an arbitration
program, the program must comply with the standards in Rule 703.
The FTC states that a manufacturer who fails to comply with Rule
703 is not subject to FTC enforcement action unless the
manufacturer also has violated the Magnuson -Moss Act.)

Specific Findings

AB 2057 would establish a state program for certifying
third -party dispute resolution processes, specify requirements 5
for certification, and allow courts to award treble damages to
buyers of lemon cars under limited circumstances. cwn

H
A. Certification H

z
AB 2057 would require third party dispute resolution

programs used for arbitration of lemon law cases to be certified
by the Bureau of Automotive Repair (BAR). The BAR would be
required to review the application for certification and conduct
an onsite inspection to determine whether the program is in 0
"substantial compliance" with the terms of this bill. If the
program is not in substantial compliance, the BAR would deny
certification and state in writing the reasons for the denial and
the modifications necessary to obtain certification. The BAR Siana

would be required to make a final determination whether to
certify a program within 90 days after receiving the application.

The BAR would be required to review the operations and
performance of arbitration programs annually to determine whether
the programs continue to be in substantial compliance with the
certification standards. If a program is no longer in
substantial compliance, the BAR would be required to issue a
notice of decertification, stating the reasons for the proposed
decertification and prescribing the modifications necessary to
retain certification. The decertification would take effect 180
days after the notice is served, unless the BAR determines, after
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a public hearing, that the modifications necessary to bring the
program into compliance have been made.

The BAR would be required to make at least two onsite
inspections per year, investigate complaints from consumers
regarding arbitration programs, and analyze representative
complaints against each arbitration program. The BAR would be
required to establish methods to measure customer satisfaction
and identify violations of this bill, including an annual random
survey of customers of the programs and analysis of the results.

The BAR also would be required to submit a biennial report
to the Legislature evaluating the effectiveness of this bill;
make available to the public summaries of the statistics and
other information supplied by arbitration programs; and publish
educational materials regarding the purposes of this bill.

The New Motor Vehicle Board (NMVB) would administer the
collection of fees, to be paid by manufacturers and distributors,
to fully fund the certification program. The BAR would be
required to determine the amount necessary to fund its
responsibilities under this bill and report that amount annually
to the NMVB.

Manufacturers and distributors would be assessed a fee, not
to exceed $1 per vehicle sold, leased or distributed in
California during the previous calendar year, to be paid to the
DMV to fund the certification program. Fees would be deposited
into a newly -created certification account in the Automotive
Repair Fund and would be available to the BAR upon appropriation
by the Legislature.

B. Lemon Law Clean -Up Changes

Replacement/Restitution. The bill would give the buyer the
option to elect restitution instead of replacement of a "lemon."
The manufacturer would be required to reimburse sales or use tax,
license and registration fees and incidental damages such as
reasonable repair, towing or rental car costs incurred by the
buyer. The manufacturer would be reimbursed by the Board of
Equalization for the sales tax (but not by the DMV for the
license and registration fees).

The replacement cost or restitution may be offset by the
buyer's use before the buyer delivered the vehicle to the
manufacturer for correction of the defect. The amount attributed
to the buyer's use would be determined by dividing the number of
miles travelled prior to the time the buyer first delivered the
vehicle to the manufacturer by 120,000, multiplied by the price
of the car. (According to the state Department of
Transportation, 120,000 miles is the average life expectancy of
an automobile ("The Cost of Owning and Operating an Automobile or
Van," 1984).)
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Disciplinary Action. If a manufacturer fails to honor a
decision of the arbitration panel, the BAR would be required to
notify the Department of Motor Vehicles (DMV) for appropriate
enforcement action. Under current law, the DMV has the authority
to suspend or revoke the license of a dealer, manufacturer or
distributor who has willfully violated the terms and conditions
of any warranty responsibilities under the Consumer Warranty Act,
which contains the New Car Lemon Law.

"Demonstrator" Vehicles. The bill includes within the
protection of the lemon law dealer -owned vehicles and
"demonstrator" vehicles sold with a manufacturer's new car
warranty.

Resale of a "Lemon". The manufacturer may not re -sell or
re -lease a "lemon" unless the defect has been corrected and is
disclosed to the new buyer or lessee, and the manufacturer
warrants that the vehicle will be free of that defect for one
year. (This provision applies only to vehicles which are bought
back by the manufacturer as "lemons" pursuant to the Lemon Law
not those which are transferred back to the manufacturer for any
other reason).

Assertion of "Lemon Presumption". The vehicle buyer may
assert the "lemon presumption" in any civil action, including
small claims court, or any other formal or informal proceeding.

Qualified Arbitration Program. The bill amends the
definition of what constitutes a "qualified" third party dispute
resolution process for lemon law disputes. Current law defines a
"qualified third party dispute resolution process" as one which
complies with the FTC requirements for informal dispute
resolution procedures contained in the Commission's Rule 703;
that renders decisions which are binding on the manufacturer if
the buyer elects to accept the decision; that prescribes a
reasonable time, not to exceed 30 days, within which the
manufacturer must fulfill the terms of those decisions; and that
annually provides to the DMV a report of its audit required by
the Commission's Rule 703.

This bill would require dispute resolution programs to
comply with the FTC's Rule 703 as those regulations read on
January 1, 1987 and delete the requirement that manufacturers
provide to the DMV a report of their audit (which none of them
have done anyway). In addition, this bill would:

o Require arbitrators to be instructed in and have copies of
rules governing lemon law arbitration decisions (i.e., the
FTC's Rule 703, Commercial Code provisions concerning the
computation of damages, and the lemon law itself).

o Require arbitration panels to "take into account" specified
federal and state remedies in lemon law cases, and authorize
arbitration panels to order any other equitable remedy
appropriate under the circumstances of the case.

pa -n
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o Require the manufacturer to comply with an arbitration order
for replacement or reimbursement.

o Provide, at the request of the arbitrator or a majority of the
arbitration panel, an independent inspection of the vehicle at
no cost to the buyer.

o Prohibit arbitrators deciding a dispute from being a party to
the dispute, and prohibit anyone else (including an employee,
agent or dealer for the manufacturer) from participating
substantively in the merits of the dispute unless the buyer is
allowed to participate also.

Treble Damages. This bill would authorize the court in a
lemon law case to award treble damages to a "lemon" buyer if the
manufacturer fails to rebut the "lemon presumption" and the
manufacturer does not maintain an arbitration program which is in
substantial compliance with the lemon law certification
standards.

Complaint Mediation. Existing law gives the NMVB the
authority to "arbitrate amicably or resolve" any honest
difference of opinion or viewpoint between any member of the
public and any new motor vehicle dealer or manufacturer. This
bill would specifically give the NMVB the authority to mediate
any such difference of opinion, including, by inference, a lemon
law complaint.

In addition, the latest amendments to this bill incorporate
the substance of AB 1367 (Tanner), which also would amend the New
Car Lemon Law (the Department of Consumer Affairs prepared an
enrolled bill report recommending signature of AB 1367 but the
bill has since been placed on the inactive file), and is double -
joined with AB 276 (Eaves) which, like AB 2057, amends the
Revenue and Taxation Code.

The bill also appropriates $25,334 to the Department of
Motor Vehicles to computerize its billing system for collecting
motor vehicles fees from automobile manufacturers under this
bill. The appropriation is from the unappropriated surplus of
the New Motor Vehicle Board Account in the Motor Vehicle Account.
The New Motor Vehicle Board is not opposed to the appropriation
as it will be repaid in the next fiscal year from fee revenues
that will be collected beginning July 1, 1988. The DMV had
requested this appropriation.

Fiscal Impact

This bill calls for a new state program, to be administered
by the Bureau of Automotive Repair, and fully funded by fees paid
by manufacturers and distributors when they renew their licenses.

A fiscal analysis is attached. The analysis projects
expenditures of $281,000 for Fiscal Year 1988-89 and thereafter kiri
and revenue of $300,000 based on a $.13-.16 assessment per
vehicle sold, leased or distributed in the state. Four PYs (a
Program Representative II, two Program Representatives I and one
Office Technician (Typing) are projected).
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Argument

Interested Parties

Proponents: Author (sponsor)
Cal -PIRG
Chrysler Motors
Consumers Union

Neutral: Automobile Importers of America
Department of Motor Vehicles
Ford Motor Company
General Motors
New Motor Vehicle Board
State Board of Equalization

Opponents: None known

Proponents argue that AB 2057 addresses various problems in
the new car lemon law, enacted five years ago. For instance,
under the lemon law, owners of "lemons" are required to use a
"qualified" arbitration process before they may resort to the
courts. However, the arbitration programs are either operated or
sponsored by the manufacturers and they have not provided a fair
and impartial process for consumers. In some cases, these panels
have failed to maintain "qualified" programs and abide by
provisions of the lemon law and the Federal Trade Commission's
arbitration regulations. The panels often rely on experts
supplied by manufacturers. Finally, while the panels frequently
require one more repair attempt, they do not follow up to ensure
that the vehicle has been satisfactorily repaired.

In addition, costs such as sales taxes, license and
registration fees, and towing and rental car costs are not
reimbursed, and the amount the manufacturer may deduct for the
use of the vehicle from the replacement value is not specified
and often results in deductions which are calculated to the
advantage of the manufacturer and the detriment of the consumer.

Proponents argue that AB 2057 would help ensure that
consumers get a fair and impartial hearing in the arbitration
process. In sum, proponents argue that the bill contains the
needed provisions to assure consumers stuck with "lemons" receive
the compensation, rights and remedies to which they are entitled.

There is no known opposition to the bill in its present
form, although some attorneys who represent consumers in ,lemon
law cases have expressed concern with amendments which were
negotiated with the automobile manufacturers to remove their
opposition (such as an amendment which allows manufacturers to
maintain certification if they are in "substantial" compliance
with certification standards). However, while the department is
sympathetic to their concerns, we note that the bill would not
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have passed without the amendments and do not agree that the
amendments will reduce existing protections.

The Bureau of Automotive Repair supports the concept of the
portion of the bill giving it certification and decertification
powers but has expressed concern that its power to decertify does
not constitute enough of a "hold" on a potentially recalcitrant
manufacturer. It would seem, however, that a threat to institute
decertification proceedings, if communicated honestly and with
valid reasons, ought to be enough to induce the manufacturer to
make any needed changes. In addition, the DMV would be empowered
to suspend or revoke the license of a manufacturer who repeatedly
fails to honor the decision of an arbitration panel.

The Department of Consumer Affairs has recommended (but not
received) a "support" position on this bill.

Recommendation

The Department of Consumer Affairs recommends that this bill
be SIGNED.

At present, there is no way for a buyer to determine whether
an automobile manufacturer's arbitration program complies with
the present legal requirements contained in FTC Rule 703 and the
California lemon law. By providing for certification by a state
agency, buyers will be reasonably assured that an arbitration
panel is operating in compliance with the law. In addition, the 5
bill provides a number of necessary clarifying and fine-tuning
amendments to the lemon law.

H
NOTE: The concurrence vote on AB 2057 (September 10, 1987)

was 56-22. Twelve Republicans voted for concurrence and all H

other Republicans voted against it. The Republican concurrence
analysis recommended a "no" vote. The department believes that
the caucus analysis (copy attached) presents only one side of the
issue, and we would like to respond to the concerns raised
therein. 0

First of all, the analysis does not acknowledge the serious
problems with the current arbitration programs. As stated .s.
earlier under Background, the department conducted an extensive Siana
investigation of lemon law arbitration programs and found a sm

number of problems with the way they are run. We believe that
these problems need attention; consumer complaints to this
department and other consumer protection agencies indicate a high
level of dissatisfaction and a lack of faith in the present
programs.

The lemon law gives consumers and manufacturers an
alternative to court action to resolve lemon law problems. This
is designed as much for the benefit of the manufacturer as the
consumer; however, the analysis implies that this is to the
consumer's and not the manufacturer's advantage. However, the
lemon law provides - at the insistence of the manufacturers in
negotiations on the original lemon law - that if the manufacture

-?ID
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has an arbitration program (and virtually all of them do), a
consumer must submit the complaint to the arbitration panel prior
to attempting to assert his or her rights in court.

Currently, these programs are not "overseen" by anyone.
Their decisions are often biased in favor of the manufacturer.
The arbitrators may not be trained in the rights and remedies of
the lemon law (for instance, the Better Business Bureau, which
handles lemon law cases for General Motors and most of the
importers, has stated publicly that they purposely do not train
their arbitrators in the lemon law), and their decisions often do
not confer the rights and remedies in the lemon law. This
practically negates the effectiveness of the lemon law and leaves
the consumer with the unhappy choice of pursuing legal action
(which few want or can afford) or with no recourse (i.e., taking
a loss on the car).

Second, the analysis states that new car buyers will have to
pay for the certification. While this is true (the manufacturers
actually have to pay the assessment but it will probably be
passed on to the consumer by way of a higher sticker price), the
bill limits the amount assessed to not more than $1.00 per
vehicle. We believe this is an insignificant cost to help ensure
that consumers will have fair recourse if the car they purchase
turns out to be a lemon. In addition, the department's fiscal
analysis indicates that a much lower fee ($.13 - $.16 per
vehicle) will be adequate to fund the program (and in fact may
result in a surplus which would be carried over to the next
year).

Third, we disagree that the bill will create a bureaucracy.
The Bureau of Automotive Repair's functions are limited under the
bill, and ongoing certification functions would not require a
great increase in PYs (our fiscal analysis indicates that four
PYs will be needed to run the certification program).

Fourth, as to the treble damages provision, that provision
has been significantly amended and the manufacturers are no
longer opposed to it. The analysis states that the "triple (sic)
damage provision is onerous." However, the manufacturers would
not sign off on an onerous provision. The provision is very
limited now. Recent amendments reduced the standard of
compliance with certification standards to "substantial"
compliance and made an award of treble damages discretionary with
the court. Only in the most abusive circumstances by a
manufacturer is that provision likely to be enforced, and only by
those few consumers who have the financial capability to bring an
action.

Fifth, we also question why this bill would create more
legal costs for manufacturers. In keeping with the intent of the
original lemon law, this bill is designed to reinforce viable
alternatives that consumers and manufacturers can use to resolve
complaints outside the court system. If anything, this bill is
designed to decrease the possibility of court action by a
dissatisfied consumer because it would improve the arbitration
process.
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The fact is that very few consumers have the capacity or
desire to be involved in legal action with a manufacturer. Also,
there are very few consumer attorneys who are willing or able to
represent consumers in lemon law cases. Legal recourse is an
undesirable option for a consumer because the costs, frustration,
delays and legal action are much more of a burden on the consumer
than on the manufacturer.

Last, the reason the automobile manufacturers do not oppose
the bill now is that the bill has been moderated to such an
extent that they now consider it to be a reasonable approach (and
far less onerous than the kinds of legislation they are
confronting in several other states). In addition, it would be
viewed as unresponsive to serious and prevalent complaints about
defective new cars if they continued to oppose the bill after all
of the concessions have been made.

In summary, the evidence is that the programs are not
working according to the requirements in the law and there is no
viable method to ascertain whether the programs meet certain
required standards. Having poor quality programs that do not
meet the standards bears heavily on a consumer who may be making
payments on a new car, meanwhile not being able to use the car
and having no alternate mode of transportation other than a
rental car. One of the purposes of certification is to assure
consumers that these programs meet the standards. These are
programs which the law requires consumers to use prior to
asserting their rights by private legal action. We therefore
feel that consumers are entitled to assurance that the programs
themselves are being conducted in conformance with the law.

PE -9\9\
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OLEPARTMENT OF CONSUMER AYFAIRSO
FISCAL ANALYSIS OF LEGISLATION

DUE DATE:

Prepared by:

Phone Number:

Approved by:

September 21, 1987

Mary Howard

324-8041

DATE ASSIGNED:

(Bill #)

(Author)

September 11, 1987

AB 2057

Tanner

Date Approved:

FISCAL ANALYSIS AS INTRODUCED/AMENDED/ENROLLED

(Short Title)

September 4, 1987

BAR: Certification of Third Party Dispute Resolution Process

Analysis and fiscal assumptions (& justification for identified expenditures):
See Attached

SUMMARY OF FISCAL IMPACT:

Minor fiscal impact. Can be absorbed within existing resources.
XX No change from prior fiscal analysis of 6/8/87 . See attached.

(Date Approved).

No fiscal impact.
(Other:)
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,c1/1/88 - 6/30/88
11;

EXPENDITURES

REVENUE

NET IMPACT

PROGRAM CO4ACT:

PROGRAM CONCURS:

19 -

Shirley Stiles

19 88 -89

$ 281,000

$ 300,000

19,000

YES

ONGOING

$ 281,000

$ 300,000

$ 19,000

PHONE NUMBER: 366-5118 REAV)

NO X (If no, note differences as appropriate.)

* Bureau anticipates minor costs that will be absorbed within.

The Bureau estimates expenditures of $360,000 which includes estimated enforcement costs

with increase revenue of $460,000. 2078
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DEPARTMENT OF CONSUMER AFFAIRS
Fiscal Analysis of Legislation
AB 2057 (Tanner)
Amended 9/4/87
Page 2

This amendment provides that $25,334 be appropriated to reimburse
the New Motor Vehicle Board for Its expenses In .ImplementIng
Section 9889.75 of the Business and Professions Code. This
amount, plus Interest, shall be repaid from the Certification
Account In the Automotive Repair Fund. Although this money will
come from the Automotive Repair Fund, It Is a one-time
appropriatibn and Is to be paid back during the 1988/89 F!scal
Year. Also, the Fund will be reimbursed money through the fees
collected by DMV from manufacturers, etc., for the sale of motor
vehicles. These fees are established by the Bureau of Automotive
Repair, and it estimates that enough revenue will be collected
during 1988/89 to cover the $25,334.

Therefore, this amendment does not change the fiscal Impact to
the Bureau.
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4116PARTHENT OF CONSU AFFAIRS
FISCAL ANALYSIS OF LhG1SLATION

DUE DATE:

Prepared by:

Phone Number:

Approved by:

May 27, 1997

Ernesto Hidalgo

1:1,11, ASSIGNED:

(Bill #)

(Author)

Ney 27. lu-,

AB 2057

Tanner

Date Approved:

FISCAL ANALYSIS AS VILTUTZCIED/AMENDED/D=LIZDx

017
May 13, 1987

(Short Title) BAR: Certification of Third Party Dispute Resolution Process

Analysis and fiscal assumptions (& justification for identified expenditures):
(See attached)

w
0

w

w
z

z
w

SUMMARY OF FISCAL IMPACT:

-Minor fiscal impact. Can be absorbed within existing resources.
No change from prior fiscal analysis of . See attached.

(Date Approved)
No fiscal impact.
(Other:) Expenditures Are projected as of 1/1/88 when the bill becomes effective.e)
Revenue, however, is not collected until 7/1/88. The Bureau will absorb the firs0
six months of exrienditures within its existing resources.

 .
tun

m -

*1/91/88:6/30/88
19 88 - 89 ONGOING

EXPENDITURES $ 281,000' $ 281,000

REVENUE $ 300,000 $ 30C',090

NET IMPACT $ 19,000 19,000

PROGRAM CONTACT: Ken Okimoto PHONL NUMBER:

YES X NO (If no, no: .±:ifferences cl
P

m-inor costs that will be ab=bed
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CAL IMPA 7" - ,,:i-. :7U0E5._ h S ,':-

19 n. - 89

r

-90

.

41110

(1) Program r:P. II @ 2,786 -?,34 $

(2) Program Rep. I @ 60.960
Office lech (Typing) @ 1,569-1,643 18,828

Subtotal (113,244)

SALARY SAVINGS 5% $ -5,662
RETIREMENT 15.45% 17,496

7.15% 8,097OASDI

HEALTH @ $158/mc. 7,584
DENTAL $ 29.07/mo, 1,395
VISION CARE $ 6.00/mo. 288
WORKERS COMPENSATION @ .0113-.0062 1,184

Rounding 374
TOTAL PERSONAL SERVICES

144,000$ ===.======i
OPERATING EXPENSES

GENERAL EXPENSE
$ 41,857

PRINTING 5,357
COMMUNICATIONS 3,000
POSTAGE 3,000
TRAVEL 53,543
FACILITIES OPERATION 9,171
INVESTIGATIONS
INSPECTIONS
ATTORNEY GENERAL
OAH

CONS. S PROF. SVCS.
DATA PROCESSING
EQUIPMENT
PRO -RATA @ 4,699 per P.Y. 19,761
TRAINING .525
ROUNDING -105

TOTAL OPERATING EXPENSES
137,000rat=macse... ses====mws===

TOTAL EXPENDITURES
281,000====== $

ONGOING

$ 33,456
G0 , 960
18,828

(113,244)

$ -5,662
17,496
8,097
7,584
1,395

288
1,184

374

144,000======

41,857
5,357
3,000
3,000
53,543
9,171

5,937
19,761

525
-105

137,000

281,000

FISCAL IMPACT - REVENUE

REVENUE WILL INCREASE BECAUSE of charge to automotive manufacturers for each vehicle sold.
Kevenue will be deposited into the Auromotivt, Repair Fund Certification Account.

Fee - per vehicle sold @ $.13-$.16

e

1988/89 1989/90
s 300,000 $ 300,000

ONGOING
$ 300,000
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DEPJWTME!,-1 OF CONSUME ?L'LAIRS
Fiscal Ai,olvsis of Lecli:-:ction
AB 2057 (Tanner), Amend;-: May 13, 1%)0/
Page #2

AB 2057 proposes to revise those provisions of the law related to
warranties on new motor vehicles to require a manufacturer or its
representative to replace the vehicles or .make restitution if
unable to conform the vehicle to the applicable express
warranties after a reasonable number of attempts. It proposr.s
that the Bureau of Automotive Repair (BAR) certify a third party
dispute resolution process. This is similar, in most respects,
to last years AB 3611 which enacted the Automobile Warranty .

Arbitration Program Certification Act (Lemon Law). A thorough
review of AB 2057 reveals that the provisions are the same as
those provided in AB 3611.

The analysis completed last year on AB 3611 (attached) projected
that $293,000 and 4 PYs would be needed on an ongoing basis and
that the cost would be offset by an expected revenue of $300,000
derived from an assessment of 134 per vehicle sold to be paid by
the manufacturer which would be collected by DMV and disbursed to
BAR. The Budget Office is projecting that the fiscal impact of
AB 2057 will be similar to the costs projected in the analysis of
AB 3611. However, revenue will not be collected until July 1,
1988 and the program is anticipated to commence January I, 1988.
The Bureau has projected that the costs during this six month
span can be absorbed by existing resources.
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SIGN MESSAGE

AB -2057 (Tanner)

I have approved AB 2057 which provides additional consumer protection
regarding the purchase of new vehicles.

This bill proposes several changes to the "Lemon Law" passed by the
Legislature in 1982 which provide a dispute resolution mechanism for consumers
to seek recompense for faulty and irreparable automobiles. This measure
appropriately addresses several inadequacies in the restitution to consumers
for their documented claims under the law. However, it includes provisions
which would add to the cost of consumers by requiring an agency of the State
to certify a dispute resolution program which may expand its oversight beyond
the bounds of its primary mandate.

I am, therefore, asking the Department of Consumer Affairs to monitor this
process for one year and report back to me by July 1989 with a recommendation
as to the continuance of the certification program.
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- VETO MESSAGE

AB 2057 (Tanner)

To the Members of the California Assembly.

I am returning AB 2057 without my signature. This measure proposes to make a

number of changes to the laws concerning defective automobiles. The bill

would clarify the rights of buyers of "lemon" cars, expand the protections of

our new car lemon law to include "demonstrators" and protect against the

reselling of vehicles found to be fundamentally defective.

As worthwhile as these changes are, however, the bill also requires direct

involvement by the state in the third -party dispute resolution programs

offered by vehicle manufacturers. There appears to be little evidence to

support the need for our intervention, especially to the degree mandated by

this legislation. If problems develop with the operations of these

non -governmental dispute resolution forums, existing laws are adequate to

protect the interests of consumers.

Cordially,

George Deukmejian
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AB 2057 (Tanner)
9/9/87

ASSEMBLY COMMITTEE ON GOVERNMENT EFFICIENCY & CONSUMER PROTECTION
REPUBLICAN ANALYSIS

AB 2057 (Tanner) -- LEMON LAW - PART II
Version: 9/4/87 Vice Chairman: Larry Stirling
Recommendation: Oppose Vote: 2/3 (Appropriation)

Summary: Requires Bureau of Auto Repair to "certify"
arbitration panels created by the original "Lemon Law."
Requires charge on new cars to pay for process. Also allows
treble damages for any consumer who sues and wins against any
auto manufacturer who does not have a "certified" arbitration
panel; or treble damages for any consumer who proves that his
arbitration panel willfully did not follow procedures laid
out in this bill. Fiscal effect: Tax of up to $1 per new
car sold in state. Estimated revenue: up to $300,000 a year.

Supported by CA Public Interest Research Group (CALPIRG)
(Sponsor); Attorney General, Chrysler. Opposed by None on
File (Auto Importers of America, FORD, GM are Neutral.)
Governor's position: None on file.

Comments: The author claims the present voluntary "lemon
law" process is not working. Her answer is to make it better 5
by turning it over to the government -- that paragon of
efficiency and consumer protection. H

Today, if you have a "lemon," you can go to the
manufacturer, who then convenes an arbitration panel. If the I -

panel rules against you, you can still go to court. If the
panel rules in your favor, the car company cannot appeal.

But the author is concerned that there is something
inherently unfair about the manufacturer paying for the
arbitration panel so she wants the government to "certify" 0
that they are fair. (General Motors and virtually all the
importers subcontract with the Better Business Bureau for
arbitration.)

This bill will put the state in the business of  atau.
"certifying" the procedures -- and new car buyers get to pay Em

for this bureaucracy. The result could be the same problems
en

we have with our legal system and our regulatory agencies --
endless litigation, lots of government employees and huge
backlogs. Ironically this legislation comes at a time when
the courts and the regulatory agencies are turning to
voluntary arbitration to alleviate those problems.

In addition to creating a new bureaucracy, this bill also
allows unsatisfied customers -- in certain circumstances --
to sue and collect triple damages (and attorney's fees).
This is the section the auto companies originally objected
to. But in the Senate, the author limited the awarding of
triple damages, thus removing opposition from the auto
companies. Nevertheless, the triple damage provision is PEilD
onerous.

Auto company lobbyists admit that this law will cost the
auto companies more money in legal and administrative
expenses -- a cost that will be passed onto the consumer.
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But they are neutral because they think opposing this bill
would be bad P.R.

Assembly Republican Floor Vote -- 6/22/87
(54-20) Ayes: Bradley, Felando, Frizzelle, Grisham,

Hansen, Kelley, Leonard, Leslie, Statham,
Stirling

Noes: (20) All Other Republicans
Senate Republican Floor Vote -- 9/8/87
(39-0) Ayes: All Republicans
Consultant: John Caldwell
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SALLY TANNER
ASSEMBLYWOMAN_ SIXTIETH DISTRICT

CHAIRWOMAN
COMMITTEE ON ENVIRONMENTAL SAFETY & TOXIC MATERIALS

September 14, 1987

Honorable George Deukmejian
Governor, State of California
State Capitol
Sacramento, California 95814

A(oNr. AND Li'NG TERM CARE

I Nv,c(7.NINIEN TAL SAF ES* &
Toxic_ MAI LRiAL S

GOvERNmENTAL ORGANIZATION

LABOR B. L MPLo) MINT

SUBCOm MITTEL'S

H A7 ARDOUS WASTE DISPOSAL
ALTERNATIVES

SPORTS & ENTERTAINMENT

TOXIC DISASTER PREPAREDNESS

MEMDFA

JOINT COMMITTEE ON
FIRE POLICE EMERGENCY
AND DISASTER SERVICES

GOVERNOR S TASK FORCE ON
TOXICS. WASTE TECi-4NOLOGY

SELECT COMMITTEE ON
LOW LEVEL NUCLEAR WASTE

Dear Governor Deukmejian:

Assembly Bill 2057 is now before you for your consideration.
I introduced the measure to address two problems that arose
during the implementation (DI the original California "Lemon Law"
which I authored in 1982.

First, the original legislation did not give adequate
direction on the refunds that consumers should be given when they
are sold automobiles so defective that they cannot be repaired
after a reasonable number of attempts. Because of this, owners
of "lemons" now do not receive a refund on sales tax and the
unused portion of license and vehicle registration fees -- an
amount that is often in excess of $1,000 or more -- when an auto
manufacturer buys back a defective product. AB 2057 establishes
a reasonable method for fairly compensating "lemon" car owners.

Second, California's original "Lemon Law" allowed for the use
of arbitration programs sponsored by auto manufacturers to settle
"lemon" cases, but did not establish a means of ensuring that
these programs were operated fairly and impartially. Because of
this, even though most auto manufacturers offer such arbitration
programs, many consumers do not view them as an impartial means
of settling easily and fairly disputes concerning defective
vehicles. AB 2057 establishes a program in the Bureau of
Automotive Repair to certify that arbitration programs are
operated in accordance with principles that protect the rights of
both the auto manufacturer and the consumer.

11111*. 2088



Honorable George Deukmejian
September 14, 1987
Page 2

AB 2057, in its enrolled version, has no known opposition.
The measure is supported by Chrysler Corporation, the Attorney
General, the California Public interest Research Group, Consumers
Union and Motor Voters. General Motors Corporation, Ford Motor
Company, American Honda Motor Company and the Automobile
Importers of America are all neutral on the bill. The support or
neutrality of the auto manufacturers was achieved after
amendments were made to the bill in the Senate Judiciary
Committee.

Assembly Bill 2057, as it is before you, is a measure that
updates consumer law in light of the past four years of
experience in implementing the original California "Lemon Law".
It accomplishes this by carefully balancing the rights of
consumers against the rights and responsibilities of auto
manufacturers. The bill is a moderate measure that moves this
area of consumer law forward in a reasonable, but significant,
manner.

I urge you to sign it into

Sincerely,

SALLY TA ER
Assemb woman, 60th District

ST:acf
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IMINOLIAD BILL Heroin Iheinesaffetportallea sod Mowing Agony
IMPUNTIORrav

relsr Voiskise Tanner

Warranties: New Motor VehicLes

ILL NUMMI

AB 2057

9-17-87

SUMMARY: Requires the Bureau of Automotive Repair to establish a program
for the certification of third party dispute resolution processes under
the "lemon law"; requires funding of the program through an assessment of
not more than $1 for each vehicle sold, leased or distributed by
manufacturers, distributors and their branches; provides an appropriation
to offset DMV costs; specifies an operative date of July 1, 1988.

SPONSOR: The Author

IMPACT ASSESSMENT: Existing law provides that a manufacturer must make a
reasonable effort to repair a motor vehicle when that vehicle is not in
substantial conformity with applicable warranties. Under the current
statutes, it is the buyers responsibility to notify the manufacturer
directly when normal efforts to correct the defect through the dealer
have failed. At that point, a dispute resolution process is initiated
which is a prelude to any legal action to require replacement of refund.

Consumers have complained that the existing procedures, which are
administered by the manufacturers, are subject to lengthy delays and are
not conducted with impartiality.

This bill is meant to reduce the inequities purported to exist under the
present system so that owners of seriously defective vehicles can achieve
a fair and impartial ruling within a reasonable period of time. The
proponents indicate that this would be achieved by requiring the Bureau
of Automotive Repair (BAR) to both certify and decertify the arbitration
programs and to perform a number of verification and reporting tasks in
this regard.

The arbitration system would be funded by a fee of up to $1 for each
vehicle sold, leased or distributed by a manufacturer or distributor.
The fee would be set by the renewal application process for manufacturers
and distributors.

FISCAL STATEMENT: The Department would incur imp
t

lementation costs of
ogsl

$25,334; however the bill provides an appropriation mechanism to cover on
these costs. There is a delayed operative date of 7-1-88 in the bill;
however, there is no mechanism to allow DMV to recoup the nearly $7,000
in on -going costs which will be incurred annually thereafter. A detailed
fiscal statement is attached.

Le:

SUPPORT AND OPPOSITION: Organizations formally supporting this measure
are the California Public Interest Research Group; Consumers Union;
Motor Voters; and the Attorney General.

AtCOMMINOAT

VETO

Department

lowumwm
' INV/OL:wln 9-1747

I Dole

9(/)k.illier 1-

ova

a_ I 1-1
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AB 2057 (Tanner): Warranties: New Motor Vehicles
9-17-87 2

Opposition to the measure has been voiced by Ford Motor Co.; General
Motors Corp; Chrysler Motors; and Automobile Importers of America.

VOTE COUNT: Assembly 54-20 Senate 39-0

ARGUMENTS PRO: This dispute resolution process may provide some
increased protection for consumers who unwittingly purchase vehicles
which later prove to be unrepairable.

ARGUMENTS CON: The introduction of arbitration to resolve consumer
complaints regarding faulty vehicles removes from the manufacturer and
distributor the responsibility of existing law. Although total consumer
satisfaction with existing systems has not been obtained, introducing a
third party certified by a governmental agency complicates the system and
implies the question of governmental intervention in a market
transaction. As it is presented, the system would remove the ability for
the manufacturer and distributor and the consumer to negotiate a
reasonable settlement by inserting a quasi government element.

The DMV would be forced to establish an accounting system which covers
all manufacturers and distributors; however there does not appear to be
any means by which the Department can monitor compliance or verify the
payments. This would provide the opportunity for unscrupulous persons to
misuse the system and underpay their fair share.

Manufacturers/distributors feel that the $1 per vehicle fee required by
this bill is unfair since they believe that the existing dispute
resolution process is working well.

RECOMMENDATION: VETO

For further information please contact:

A. A. Pierce, Director
Day telephone: (916) 732-0250
Evening telephone: (916) 933-5057

For technical information please contact:

Gary Nishite, Chief
Program and Policy Administration
Day telephone: (916) 732-0623
Evening telephone: (916) 395-7519

Rebecca Ferguson
Legislative Liaison Officer
Day telephone: (916) 732-7574
Evening telephone: (916) 989-5030

PE - 5b
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AB 2057 (Tanner): Warranties: New Motor Vehicles
9-17-87 3

SUGGESTED VETO MESSAGE

To Members of the California Assembly:

I am returning Assembly Bill No. 2057 without my signature.

While the intent of the bill is to enhance the arbitration process
used by new vehicle buyers whose vehicles prove to be unrepairable, as
drafted AB 2057 will not accomplish that intent. I am concerned that the
bill merely establishes another level of governmental intervention
without any appreciable benefit to the individuals who may need it the
most.

There are no guarantees that intervention by the BAR in the dispute
resolution process will achieve the desired results. For example, the
BAR can only certify and decertify the arbitration groups. There is no
method by which an individual may receive either restitution or review of
a poor decision through BAR.

There would also be an overlapping in responsibilities between the
Department of Motor Vehicles and BAR. While DMV is supposed to collect
the fees from the manufacturers and distributors, it is unclear as to who
would be responsible for monitoring compliance and verifying the accuracy
of these payments.

I am convinced that these problems would create confusion for both
the manufacturers/distributors and the consumer. While the arbitration
process may need to be enhanced, I do not believe that this measure will
provide the means necessary to accomplish this worthwhile goal.

Cordially,

George Deukmejian
Governor

PE - 6b
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DEPARTMENT
Finance

BILL NUMBER
 AB 2057

AUTHOR
Tanner

AMENDMENT DATE
September 4, 1987

SUBJECT

AB 2057 requires the Bureau of Automotive Repair (BAR) to certify third party
arbitration processes that require manufacturers to replace or provide
restitution for defective vehicles. The New Motor Vehicle Board (NMVB) is
required to administer the collection of fees to fund costs incurred by BAR
from the certification activity. Fees would be deposited in the Certification
Account of the Automotive Repair Fund out of which program costs would be
funded. The bill is double joined with AB 276.

SUMMARY OF REASON FOR SIGNATURE

This bill improves remedies available to dissatisfied new car buyers under
current law at nominal increases in costs to the State.

FISCAL SUMMARY --STATE LEVEL
SO (Fiscal Impact by Fiscal Year)

Code/Department LA (Dollars in Thousands)
Agency or Revenue CO Code

Type RV FC 1987-88 FC 1988-89 FC 1989-90 Fund
0860/BOE SO S $0.5 S $1 S $1 001/GF
1149/Retail Sales

and Use Taxes RV U -73 U -145 U -145 001/GF
1150/BAR SO C 158 C 293 C 293 499/Cert.

Acct.
1200/Mis. Fees RV U 150 U 300 U 300 499/Cert.

Acct.
2740/NMVB SO A 25 044/MVA/STF
5300/DMV RV -- U 26 044/MVA/STF
1150/BAR RV -- U -26 499/Cert.

Acct.
Impact on State Appropriations Limit --Yes

ANALYSIS

A. Specific Findings

Under current law, the New Motor Vehicle Board (NMVB) in the Department of
Motor Vehicles (DMV) is required to, among other things, hear and consider
appeals by a new motor vehicle dealer, manufacturer, manufacturer branch,
distributor. distributor branch, or 'representative, from a decision
arising from the department. Current law authorizes the NMVB to require
those persons to pay a fee to DMV for the issuance or renewal of a license
to do business.

(Continued)

RECOMMENDATION: Dep Difect" Date

Sign the bill.
C-

44-6
SEP 19 1g87

;Principal Analyst Date Program B(Udget Manager
itRki (223)A. Baker Wallis L. Clark ///

'rAitlf14^. /407 /(.3.(t 4 cas-
CJ:BW1/0064A/1045C
ENROLLED BILL REPORT

Date Governor's Office
Position noted/4 Position approved
Position disapproved
bv: date:

Form DF-44 (Rev 03/87 NI

PE - 7b
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(2)

BILL ANALYSIS/ENROLLED,LL REPORT --(Continued)
AUTHOR AMENDMENT DATE

Tanner

Form DF-43
BILL NUMBER

September 4, 1987 AB 2057

ANALYSIS

A. Specific Findings (Continued)

AB 2057 requires every manufacturer of new motor vehicles, beginning July
1, 1988, to report sales or leases annually to the NMVB on forms
prescribed by the NMVB. The bill requires the NMVB to administer the
collection of fees to fund a new arbitration certification program and
creates the Certification Account within the Automotive Repair Fund for
deposit of those fees. The bill requires each applicant for a license to
pay a fee determined by BAR, but not to exceed $1 for each motor vehicle
sold or leased.

Current law provides for an arbitration process for disputes between
manufacturers and consumers of new cars purported to have manufacturing
defects. Under current law the BAR in the Department of Consumer Affairs
(DCA) is required to enforce and administer the Automotive Repair Act
which regulates the automotive repair industry.

AB 2057 requires BAR to certify third party arbitration programs offered
by auto manufacturers or other entities pursuant to current "lemon law".
The lemon law provides a process for the resolution of disputes between
the owner or leasee of a new motor vehicle and the manufacturer or
distributor.

AB 2057 requires BAR to certify automobile warranty arbitration programs
that substantially comply with criteria adopted by the bureau or decertify
those programs which are not in substantial compliance, in accordance with
specified regulations. The bill would require the bureau to monitor and
inspect the programs on a regular basis to assure continued compliance.

Under current law, a manufacturer who is unable to service or repair
goods, including motor vehicles, to conform to applicable express
warranties after a reasonable number of attempts, as specified, is
required to either replace the vehicle or reimburse the buyer.

AS 2057 provides that the buyer may elect restitution in lieu of
replacement. The bill would require that when a vehicle is replaced or
restitution is made by the manufacturer, the buyer may be required to
reimburse the manufacturer for, or the manufacturer may reduce the amount
of restitution by, an amount directly attributable to the use of the
vehicle by the buyer.

(Continued)
CJ:BW2/0064A/1045C

PE - 8b
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(3)

BILL ANALYSIS/ENROLLS ILL REPORT --(Continued) Form DF-43
AUTHOR AMENDMENT DATE

Tanner

BILL NUMBER

September 4, 1987 AB 2057

ANALYSIS

A. Specific Findings (Continued)

There are a number of bills related to this issue including the following:

o AB 3611 (1986) contained language similar to this bill, including the
requirements for reporting vehicles sold and collection of a fee in
conjunction with issuance of renewal of the occupational license by
DMV to fund a certification program.

o AB 2050 is a current bill that would revise provisions relating to the
manufacturer's replacement of, or restitution for, a vehicle including
a requirement for the manufacturer to pay sales tax, license and
registration fees on the replacement, or an equivalent amount in
restitution. It would also provide for reimbursement from the State
of the sales tax involved.

o SB 71 is a current bill that would require a manufacturer to pay
registration fees and sales tax on a replacement vehicle or to add an
equivalent amount in restitution. It would also require the State to
reimburse manufacturers for such sales or use tax.

o SB 228 is a current bill that would extend warranty or service
contracts on repairs, repaired parts, affected related parts or
components which were repaired under the terms of a warranty or
service contract.

B. Fiscal Analysis

According to DMV, the volume of vehicles replaced by manufacturers cannot
be determined since manufacturers maintain this information in
confidence. The DMV has attempted to estimate the fiscal impact of this
bill based on the number of serious complaints received by DCA and NMVB.
The DMV estimated approximately 242 vehicles will be replaced or
restitution will be provided per year.

He have not been able to verify or disprove this estimate. He assume
$10,000 would be the average price per vehicle and a 6 percent sales tax
will be paid.

Computation:
Manufacturer replacement or restitution 242
Sales tax per vehicle x $600
Potential Sales Tax Refund $145,200

On this basis, we estimate an annual $145,000 revenue loss to the General
Fund.

CJ:BH3/0064A/1045C

PE - 9b
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BILL ANALY5I5/ENROLLEDeLL REPORT --(Continued) Form DF-43

(4)

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner September 4, 1987 AB 2057

ANALYSIS

B. Fiscal Analysis (Continued)

According to DMV, the NMVB would incur one-time initial costs of $25,000
in 1987-88, for which the bill contains a $25,000 appropriation from the
Motor Vehicle Account, State Transportation Fund. This amount, plus
interest at 10 percent per year for six months ($1,250), is to be
transferred from the Certification Account, a new account in the
Automotive Repair Fund created by the bill, to the Motor Vehicle Account
in 1988-99. Ongoing costs will be absorbed within existing resources.

According to the Board of Equalization, minor costs (less than $1,000)
would be incurred as a result of this bill. These costs can be absorbed
within existing resources.

DCA and BAR staff estimate this bill's 1987-88 (half -year) costs at
$158,000 and 2 PYs, and annual costs thereafter at $293,000 and 4 PYs.
This provides for a program supervisor, one staff each in San Francisco
and Los Angeles, and one clerical. Finance, however, has not had an
opportunity to review specific workload information related to this
proposed program. Therefore, we believe that any additional resources
should be justified through the 1988-89 budgetary process.

Based on information provided by staff of DMV, DCA and BAR, we estimate
that a fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89,
respectively, or $300,000 annually will be required to fund the costs of
this program.

CJ:BW4/0064A/1045C
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State of Califonnu Storo and n imer Sc_)! vices Agency

Memorandum
Io:

Allan Zaremberg
Governor's Office

From. Office of the Secretary
(916) 323-9493
ATSS 473 -9493

Subject AB 2057 (Tanner)

Dote
September 25, 1987

Shirley has thoroughly reviewed AB 2057 as enrolled and would probably be
delighted if it were vetoed. We do feel, however, absent the certification
program, this is a good consumer bill.

The Department of Consumer Affairs submitted an analysis when the bill was in
the Senate. After discussion with Shirley and Steve Blankenship, the
Department was asked to add justification to the BAR certification program.
This was not done by way of an analysis; however, the Department had many
discussions with the author and interested parties. Amendments were taken to
alleviate the manufacturers' concerns, but Tanner would not change the
certification language.

According to the Caucus, private conversations with the manufacturers indicate
they still don't like the bill, but feel the amendments weakened their
opposition causing a neutral position. Also, they would probably like to have
this issue finally put to rest. The longer it remains unresolved -- the more
negative attention they receive from the media. We believe the manufacturers'
arbitration programs have been fair and are encouraged by their volunteer
efforts to mediate consumer complaints in an equitable manner.

Taking into consideration the above concerns, Agency is recommending signature
on this bill. It would be a positive indication of the Administration's
support of a program perceived by the consumer groups as needing some
additional protection. We have attached both a sign message and a veto for
the Governor's consideration.

Karen Morgan
5-0784

KLM:dj
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SIGN MESSAGE

AB -2057 (Tanner)

I have approved AB 2057 which provides additional consumer protection
regarding the purchase of new vehicles.

This bill proposes several changes to the "Lemon Law" passed by the
Legislature in 1982 which provide a dispute resolution mechanism for consumers
to seek recompense for faulty and irreparable automobiles. This measure
appropriately addresses several inadequacies in the restitution to consumers
for their documented claims under the law. However, it includes provisions
which would add to the cost of consumers by requiring an agency of the State
to certify a dispute resolution program which may expand its oversight beyond
the bounds of its primary mandate.

I am, therefore, asking the Department of Consumer Affairs to monitor this
process for one year and report back to me by July 1989 with a recommendation
as to the continuance of the certification program.
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VETO MESSAGE

AB 2057 (Tanner)

To the Members of the California Assembly.

I am returning AB 2057 without my signature. This measure proposes to make a

number of changes to the laws concerning defective automobiles. The bill

would clarify the rights of buyers of "lemon" cars, expand the protections of

our new car lemon law to include "demonstrators" and protect against the

reselling of vehicles found to be fundamentally defective.

As worthwhile as these changes are, however, the bill also requires direct

involvement by the state in the third -party dispute resolution programs

offered by vehicle manufacturers. There appears to be little evidence to

support the need for our intervention, especially to the degree mandated by

this legislation. If problems develop with the operations of these

non -governmental dispute resolution forums, existing laws are adequate to

protect the interests of consumers.

Cordially,

George Deukmejian
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BILL SUMMARY

%. This bill would revise the new car lemon law and
would require the Department of Consumer Affairs'
Bureau of Automotive Repair to certify third party
dispute resolution processes used for resolution of
lemon law disputes. The Certification Program would be
fully funded by fees paid by manufacturers and
distributors based on the number of vehicles sold in
California.)

Backs:roundce('c

Under the new car lemon law (Chapter 388, Statutes
of 1982), a manufacturer who is unable to service or
repair a new motor vehicle with a major defect
after a reasonable number of attempts must either
replace the vehicle or reimburse the buyer. A
"reasonable number of attempts" is either four or more
repair attempts on the same major defect or sore than
30 days out of service within the first year or 12,000
miles of use. A new motor vehicle which meets this
test is presumed to be a "lemon."

The buyer of a "lemon" may bring an action to
enforce his or her rights under the lemon law.
However, if the manufacturer has a qualified third
party dispute resolution process (arbitration program)
as defined in the lemon law, the buyer must first
attempt to resolve the dispute by submitting it to the
arbitration panel.

VOTE: Assembly Partisan
R D

Floor: 54-20 (concurrence
Policy Committee: 6-1 56-22)
Fiscal Committee: 18-5

Floor:
Policy Committee:
Fiscal Committee:

Senate
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If the manufacturer does not have an arbitration program, if'
the manufacturer fails to give timely notice to the buyer of the
existence of the arbitration program, if the buyer is
dissatisfied with the panel's decision, or if the manufacturer
fails to promptly fulfill the terms of the arbitration decision,
the buyer may sue for replacement or restitution.

Since the passage of the lemon law in 1982, consumers and
consumer groups have complained that there are a number of
ambiguities in the law and that the arbitration programs often
are not meeting the requirements for qualification or rendering
decisions which confer the rights and remedies in the lemon law.
They complain that arbitration programs are ineffectual and/or
render decisions which are biased toward the manufacturer.

In the 1985-86 Session, Assemblywoman Tanner, who authored
the original lemon law, introduced AB 3611 as a clean-up measure
to the lemon law to respond to these grievances. The bill was
initially opposed by manufacturers, but the final amended
version, which was substantially similar to this bill, was
unopposed. AB 3611 failed in the Senate Appropriations Committee
for reasons unrelated to the substance of the bill.

The Department of Consumer Affairs worked closely with
Assemblywoman Tanner in drafting the original lemon law and since
its enactment has been very involved in monitoring its impact.
The department publishes a widely -distributed consumer
information pamphlet ("Lemon Aid for New Car Buyers") and advises
consumers with lemon law complaints. In 1985 the department
conducted a comprehensive study of the impact and effectiveness
of the lemon law. In its New Car Lemon Law Report and
Questionnaire (September 1985), the department noted a number of
ambiguities in the law and problems with the arbitration
programs, and identified possible legislative responses to these
concerns. A number of the department's suggestions were
incorporated into AB 3611 and this bill.

For instance, the lemon law does not state whether it is the
manufacturer or the buyer who is entitled to decide between a
replacement or restitution. Manufacturers would prefer to
replace a vehicle rather than make restitution, but a consumer
frustrated with having been stuck with a "lemon" understandably
may prefer restitution.

The present law also does not specify what costs are
included when awarding restitution or replacement. Restitution
or replacement awards under current practice often do not make
the buyer "whole" (i.e., compensate him or her for expenses such
as sales tax, license and registration fees, and towing or rental
car costs).

The calculation of the offset for the buyer's use prior to
discovering the defect is a major source of disagreement between
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buyers and manufacturers. A frequent complaint is that
manufacturers seek reimbursement equal to the offset for use of
commercial rental cars, which would be excessive and unfair to
the buyer.

Some buyers are being denied the remedies under the lemon
law because their vehicle is a "demonstrator" or "dealer -owned"
car, even though it was sold with a new car warranty.

The major grievance is that arbitration programs do not
comply with the Federal Trade Commission's Rule 703, which sets
forth minimum requirements for arbitration programs, or other
requirements of the lemon law. Consumer groups complain that the
FTC has failed to enforce Rule 703. FTC staff, however, state
that the FTC does not have the authority to enforce Rule 703
unless a manufacturer has violated the federal Magnuson -Moss
Consumer Warranty Act. (The Magnuson -Moss Act permits
manufacturers to establish arbitration programs to resolve
warranty disputes. If a manufacturer opts to use an arbitration
program, the program must comply with the standards in Rule 703.
The FTC states that a manufacturer who fails to comply with Rule
703 is not subject to FTC enforcement action unless the
manufacturer also has violated the Magnuson -Moss Act.)

Specific Findinas

AB 2057 would establish a state program for certifying
third -party dispute resolution processes, specify requirements
for certification, and allow courts to award treble damages to
buyers of lemon cars under limited circumstances.

A. Certification

AB 2057 would require third party dispute resolution
programs used for arbitration of lemon law cases to be certified
by the Bureau of Automotive Repair (BAR). The BAR would be
required to review the application for certification and conduct
an onsite inspection to determine whether the program is in
"substantial compliance" with the terms of this bill. If the
program is not in substantial compliance, the BAR would deny
certification and state in writing the reasons for the denial and
the modifications necessary to obtain certification. The BAR
would be required to make a final determination whether to
certify a program within 90 days after receiving the application.

The BAR would be required to review the operations and
performance of arbitration programs annually to determine whether
the programs continue to be in substantial compliance with the
certification standards. If a program is no longer in
substantial compliance, the BAR would be required to issue a
notice of decertification, stating the reasons for the proposed
decertification and prescribing the modifications necessary to
retain certification. The decertification would take effect 180
days after the notice is served, unless the BAR determines, after

PE - 16b
2102



411 AB 2057
Page 4

a public hearing, that the modifications necessary to bring the
program into compliance have been made.

The BAR would be required to make at least two onsite
inspections per year, investigate complaints from consumers
regarding arbitration programs, and analyze representative
complaints against each arbitration program. The BAR would be
required to establish methods to measure customer satisfaction
and identify violations of this bill, including an annual random
survey of customers of the programs and analysis of the results.

The EAR also would be required to submit a biennial report
to the Legislature evaluating the effectiveness of this bill;
make available to the public summaries of the statistics and
other information supplied by arbitration programs; and publish
educational materials regarding the purposes of this bill.

The New Motor Vehicle Board (NMVB) would administer the
collection of fees, to be paid by manufacturers and distributors,
to fully fund the certification program. The BAR would be
required to determine the amount necessary to fund its
responsibilities under this bill and report that amount annually
to the NMVB.

Manufacturers and distributors would be assessed a fee, not
to exceed $1 per vehicle sold, leased or distributed in
California during the previous calendar year, to be paid to the
DMV to fund the certification program. Fees would be deposited
into a newly -created certification account in the Automotive
Repair Fund and would be available to the BAR upon appropriation
by the Legislature.

B. Lemon Law Clean -Up Chancres

Replacement/Restitution. The bill would give the buyer the
option to elect restitution instead of replacement of a "lemon.*
The manufacturer would be required to reimburse sales or use tax,
license and registration fees and incidental damages such as
reasonable repair, towing or rental car costs incurred by the
buyer. The manufacturer would be reimbursed by the Board of
Equalization for the sales tax (but not by the DMV for the
license and registration fees).

The replacement cost or restitution may be offset by the
buyer's use before the buyer delivered the vehicle to the
manufacturer for correction of the defect. The amount attributed
to the buyer's use would be determined by dividing the number of
miles travelled prior to the time the buyer first delivered the
vehicle to the manufacturer by 120,000, multiplied by the price
of the car. (According to the state Department of
Transportation, 120,000 miles is the average life expectancy of
an automobile ("The Cost of Owning and Operating an Automobile or
Van," 1984).)
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Disciplinary Action. If a manufacturer fails to honor a
decision of the arbitration panel, the BAR would be required to
notify the Department of Motor Vehicles (DMV) for appropriate
enforcement action. Under current law, the DMV has the authority
to suspend or revoke the license of a dealer, manufacturer or
distributor who has willfully violated the terms and conditions
of any warranty responsibilities under the Consumer Warranty Act,
which contains the New Car Lemon Law.

"Demonstrator" Vehicles. The bill includes within the
protection of the lemon law dealer -owned vehicles and
"demonstrator" vehicles sold with a manufacturer's new car
warranty.

Resale of a "Lemon". The manufacturer may not re -sell or
re -lease a "lemon" unless the defect has been corrected and is
disclosed to the new buyer or lessee, and the manufacturer
warrants that the vehicle will be free of that defect for one
year. (This provision applies only to vehicles which are bought
back by the manufacturer as "lemons" pursuant to the Lemon Law
not those which are transferred back to the manufacturer for any
other reason).

Assertion of "Lemon Presumption". The vehicle buyer may
assert the "lemon presumption" in any civil action, including
small claims court, or any other formal or informal proceeding.

Qualified Arbitration Proaram. The bill amends the
definition of what constitutes a "qualified" third party dispute
resolution process for lemon law disputes. Current law defines a
"qualified third party dispute resolution process" as one which
complies with the FTC requirements for informal dispute
resolution procedures contained in the Commission's Rule 703;
that renders decisions which are binding on the manufacturer if
the buyer elects to accept the decision; that prescribes a
reasonable time, not to exceed 30 days, within which the
manufacturer must fulfill the terms of those decisions; and that
annually provides to the DMV a report of its audit required by
the Commission's Rule 703.

This bill would require dispute resolution programs to
comply with the FTC's Rule 703 as those regulations read on
January 1, 1987 and delete the requirement that manufacturers
provide to the DMV a report of their audit (which none of them
have done anyway). In addition, this bill would:

o Require arbitrators to be instructed in and have copies of
rules governing lemon law arbitration decisions (i.e., the
FTC's Rule 703, Commercial Code provisions concerning the
computation of damages, and the lemon law itself).

o Require arbitration panels to "take into account" specified
federal and state remedies in lemon law cases, and authorize
arbitration panels to order any other equitable remedy
appropriate under the circumstances of the case.
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o Require the manufacturer to comply with an arbitration order
for replacement or reimbursement.

o Provide, at the request of the arbitrator or a majority of the
arbitration panel, an independent inspection of the vehicle at
no cost to the buyer.

o Prohibit arbitrators deciding a dispute from being a party to
the dispute, and prohibit anyone else (including an employee,
agent or dealer for the manufacturer) from participating
substantively in the merits of the dispute unless the buyer is
allowed to participate also.

Treble Damaaes. This bill would authorize the court in a
lemon law case to award treble damages to a "lemon" buyer if the
manufacturer fails to rebut the "lemon presumption" and the
manufacturer does not maintain an arbitration program which is in
substantial compliance with the lemon law certification
standards.

Complaint Mediation. Existing law gives the NMVB the
authority to "arbitrate amicably or resolve" any honest
difference of opinion or viewpoint between any member of the
public and any new motor vehicle dealer or manufacturer. This
bill would specifically give the NMVB the authority to mediate
any such difference of opinion, including, by inference, a lemon
law complaint.

In addition, the latest amendments to this bill incorporate
the substance of AB 1367 (Tanner), which also would amend the New
Car Lemon Law (the Department of Consumer Affairs prepared an
enrolled bill report recommending signature of AB 1367 but the
bill has since been placed on the inactive file), and is double -
joined with AB 276 (Eaves) which, like AB 2057, amends the
Revenue and Taxation Code.

The bill also appropriates $25,334 to the Department of
Motor Vehicles to computerize its billing system for collecting
motor vehicles fees from automobile manufacturers under this
bill. The appropriation is from the unappropriated surplus of
the New Motor Vehicle Board Account in the Motor Vehicle Account.
The New Motor Vehicle Board is not opposed to the appropriation
as it will be repaid in the next fiscal year from fee revenues
that will be collected beginning July 1, 1988. The DMV had
requested this appropriation.

Fiscal Impact

This bill calls for a new state program, to be administered
by the Bureau of Automotive Repair, and fully funded by fees paid
by manufacturers and distributors when they renew their licenses.

A fiscal analysis is attached. The analysis projects
expenditures of $281,000 for Fiscal Year 1988-89 and thereafter
and revenue of $300,000 based on a $.13-.16 assessment per
vehicle sold, leased or distributed in the state. Four PYs (a
Program Representative II. two Program Representatives I and or®
Office Technician (Typing) are projected).
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Aroument

Interested Parties

Proponents: Author (sponsor)
Cal -PIRG
Chrysler Motors
Consumers Union

Neutral! Automobile Importers of America
Department of Motor Vehicles
Ford Motor Company
General Motors
New Motor Vehicle Board
State Board of Equalization

Opponents: None known

Proponents argue that AB 2057 addresses various problems in
the new car lemon law, enacted five years ago. For instance,
under the lemon law, owners of "lemons" are required to use a
"qualified" arbitration process before they may resort to the
courts. However, the arbitration programs are either operated or
sponsored by the manufacturers and they have not provided a fair
and impartial process for consumers. In some cases, these panels
have failed to maintain "qualified" programs and abide by
provisions of the lemon law and the Federal Trade Commission's
arbitration regulations. The panels often rely on experts
supplied by manufacturers. Finally, while the panels frequently
require one more repair attempt, they do not follow up to ensure
that the vehicle has been satisfactorily repaired.

In addition, costs such as sales taxes, license and
registration fees, and towing and rental car costs are not
reimbursed, and the amount the manufacturer may deduct for the
use of the vehicle from the replacement value is not specified
and often results in deductions which are calculated to the
advantage of the manufacturer and the detriment of the consumer.

Proponents argue that AB 2057 would help ensure that
consumers get a fair and impartial hearing in the arbitration
process. In sum, proponents argue that the bill contains the
needed provisions to assure consumers stuck with "lemons" receive
the compensation, rights and remedies to which they are entitled.

There is no known opposition to the bill in its present
form, although some attorneys who represent consumers in ,lemon
law cases have expressed concern with amendments which were
negotiated with the automobile manufacturers to remove their
opposition (such as an amendment which allows manufacturers to
maintain certification if they are in "substantial" compliance
with certification standards). However, while the department is
sympathetic to their concerns, we note that the bill would not
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have passed without the amendments and do not agree that the
amendments will reduce existing protections.

The Bureau of Automotive Repair supports the concept of the
portion of the bill giving it certification and decertification
powers but has expressed concern that its power to decertify does
not constitute enough of a "hold" on a potentially recalcitrant
manufacturer. It would seem, however, that a threat to institute
decertification proceedings, if communicated honestly and with
valid reasons, ought to be enough to induce the manufacturer to
make any needed changes. In addition, the DMV would be empowered
to suspend or revoke the license of a manufacturer who repeatedly
fails to honor the decision of an arbitration panel.

The Department of Consumer Affairs has recommended (but not
received) a "support" position on this bill.

Recommendation

The Department of Consumer Affairs recommends that this bill
be SIGNED.

At present, there is no way for a buyer to determine whether
an automobile manufacturer's arbitration program complies with
the present legal requirements contained in FTC Rule 703 and the
California lemon law. By providing for certification by a state
agency, buyers will be reasonably assured that an arbitration
panel is operating in compliance with the law. In addition, the
bill provides a number of necessary clarifying and fine-tuning
amendments to the lemon law.

NOTE: The concurrence vote on AB 2057 (September 10, 1987)
was 56-22. Twelve Republicans voted for concurrence and all
other Republicans voted against it. The Republican concurrence
analysis recommended a "no" vote. The department believes that
the caucus analysis (copy attached) presents only one side of the
issue, and we would like to respond to the concerns raised
therein.

First of all, the analysis does not acknowledge the serious
problems with the current arbitration programs. As stated
earlier under Background, the department conducted an extensive
investigation of lemon law arbitration programs and found a
number of problems with the way they are run. We believe that
these problems need attention; consumer complaints to this
department and other consumer protection agencies indicate a high
level of dissatisfaction and a lack of faith in the present
programs.

The lemon law gives consumers and manufacturers an
alternative to court action to resolve lemon law problems. This
is designed as much for the benefit of the manufacturer as the
consumer; however, the analysis implies that this is to the
consumer's and not the manufacturer's advantage. However, the
lemon law provides - at the insistence of the manufacturers in
negotiations on the original lemon law - that if the manufacturer

C
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has an arbitration program (and virtually all of them do), a
consumer must submit the complaint to the arbitration panel prior
to attempting to assert his or her rights in court.

Currently, these programs are not "overseen" by anyone.
Their decisions are often biased in favor of the manufacturer.
The arbitrators may not be trained in the rights and remedies of
the lemon law (for instance, the Better Business Bureau, which
handles lemon law cases for General Motors and most of the
importers, has stated publicly that they purooselv do not train
their arbitrators in the lemon law), and their decisions often do
not confer the rights and remedies in the lemon law. This
practically negates the effectiveness of the lemon law and leaves
the consumer with the unhappy choice of pursuing legal action
(which few want or can afford) or with no recourse (i.e., taking
a loss on the car).

Second, the analysis states that new car buyers will have to
pay for the certification. While this is true (the manufacturers
actually have to pay the assessment but it will probably be
passed on to the consumer by way of a higher sticker price), the
bill limits the amount assessed to not more than $1.00 per
vehicle. We believe this is an insignificant cost to help ensure
that consumers will have fair recourse if the car they purchase
turns out to be a lemon. In addition, the department's fiscal
analysis indicates that a much lower fee ($.13 - $.16 per
vehicle) will be adequate to fund the program (and in fact may
result in a surplus which would be carried over to the next
year).

Third, we disagree that the bill will create a bureaucracy.
The Bureau of Automotive Repair's functions are limited under the
bill, and ongoing certification functions would not require a
great increase in PYs (our fiscal analysis indicates that four
PYs will be needed to run the certification program).

Fourth, as to the treble damages provision, that provision
has been significantly amended and the manufacturers are no
longer opposed to it. The analysis states that the "triple (sic)
damage provision is onerous." However, the manufacturers would
not sign off on an onerous provision. The provision is very
limited now. Recent amendments reduced the standard of
compliance with certification standards to "substantial"
compliance and made an award of treble damages discretionary with
the court. Only in the most abusive circumstances by a
manufacturer is that provision likely to be enforced, and only by
those few consumers who have the financial capability to bring an
action.

Fifth, we also question why this bill would create more
legal costs for manufacturers. In keeping with the intent of the
original lemon law, this bill is designed to reinforce viable
alternatives that consumers and manufacturers can use to resolve
complaints outside the court system. If anything, this bill is
designed to decrease the possibility of court action by a
dissatisfied consumer because it would improve the arbitration
process.

of
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The fact is that very few consumers have the capacity or
desire to be involved in legal action with a manufacturer. Also,
there are very few consumer attorneys who are willing or able to
represent consumers in lemon law cases. Legal recourse is an
undesirable option for a consumer because the costs, frustration,
delays and legal action are much more of a burden on the consumer
than on the manufacturer.

Last, the reason the automobile manufacturers do not oppose
the bill now is that the bill has been moderated to such an
extent that they now consider it to be a reasonable approach (and
far less onerous than the kinds of legislation they are
confronting in several other states). In addition, it would be
v_ewed as unresponsive to serious and prevalent complaints about
defective new cars if they continued to oppose the bill after all
of the concessions have been made.

In summary, the evidence is that the programs are not
working according to the requirements in the law and there is no
viable method to ascertain whether the programs meet certain
required standards. Having poor quality programs that do not
meet the standards bears heavily on a consumer who may be making
payments on a new car, meanwhile not being able to use the car
and having no alternate mode of transportation other than a
rental car. One of the purposes of certification is to assure
consumers that these programs meet the standards. These are
programs which the law requires consumers to use prior to
asserting their rights by private legal action. We therefore
feel that consumers are entitled to assurance that the programs
themselves are being conducted in conformance with the law.
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Prepared by: Mary Howard

Phone Number: 324-8041
)

Approved by: __-7-____

DATE ASSIGNED:

(Bill I)

(Author)

September 11, 1987

AB 2057

Tanner

Date Approved:

FISCAL ANALYSIS AS INTRODUCED/AMENDED/ENROLLED September 4, 1987

(Short Title) BAR: Certification of Third Party Dispute Resolution Process

Analysis and fiscal assumptions (5 justification for identified expenditures):
See Attached

SUMMARY OF FISCAL IMPACT:

Minor fiscal impact. Can be absorbed within existing resources.
XX No change from prior fiscal analysis of 6/8/87 . See attached.

(Date Approved)
No fiscal impact.
(Others)

EXPENDITURES $

REVENUE $

NET IMPACT $
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mac...

S aro

*1/1/88 - 6/30/88 10
19 - 19 88 -89 ONGOING

4!4i

$ 281,000 $ 281,000

$ 300,000 $ 300,000

$ 19,000 $ 19,000

PROGRAM CO4ACTs Shirley Stiles PHONE NUMBER: 366-5118

PROGRAM CONCURS: YES NO X (If no, note differences as appropriate.)

* Bureau anticipates minor costs that will be absorbed within.

The Bureau estimates expenditures of $360,000 which includes estimated enforcemen

with increase revenue of $460,000. PE - 24b
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DEPARTMENT OF CONSUMER AFFAIRS
Fiscal Analysis of Legislation
AB 2057 (Tanner)
Amended 9/4/87
Page 2

This amendment provides that $25,334 be appropriated to rer-L,,r.;e
the New Motor Vehicle Board for its expenses In _implement
Section 9889.75 of the Business and Professions Code. This
amount, plus interest, shall be repaid from the Certification
Account in the Automotive Repair Fund. Although this money 1,-H
come from the Automotive Repair Fund, it Is a one-time
appropriation and is to be paid back during the 1988/89 F!zcat
Year. Also, the Fund will be reimbursed money through the fee.!,
collected by DMV from manufacturers, etc.. for the sale of motc.r
vehicles. These fees are established by the Bureau of Automotive
Repair, and it estimates that enough revenue will be collected
during 1988/89 to cover the $25,334.

Therefore, this amendment does not change the fiscal Impact to
the Bureau.
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FISCAL ANALYSIS AS X11117XLIMCZOD/AMENDEDACEINCILINOX May 13, 1987

(Short Title) BAR: Certification of Third Party Dispute Resolution Process

Analysis and fiscal assumptions (4 justification for identified expenditures):
(See attached)

1=M111mik

SUMMARY OF FISCAL IMPACT:

.1111.1! _Minor fiscal impact. Can be absorbed within existing resources.
-No Change from prior fiscal analysis of . See attached.

(Date Approved)
No fiscal impact.

X (Other:) Expenditures ere roiected as of 1/1/88 when the bill becomes effective.
Revenue, however, is not collected until 7/1/88. The Bureau will absorb the first
six months of expenditures wit;An its existing resources.

*W/88:6/30/88

EXPENDITURES $

REVENUE

NET IMPACT

19 88 - 89 ONGOING

$ 281.000 $ 283.000

$ 300.000 $

$ 19.000 $ Iu.000

PROGRAM CONTACTt Ken Okimoto PHONE h.-M.3ER: .

X NO (If rm, -,,fcrence!,

r-,11, . nor costs will Lit 4,1,>
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DEFAMItilk COSSUHL ?IRS
Fiscal A4.-.,sis of Ler. tion
AB 2057 r- -ner), Amen-- may 13,
Page #2

AB 2057 proposes to revise those ptk.-iisions of the law relate0 to
warranties on new motor vehicles to require a manufacturer or its
representative to replace the vehicles or make restitution if
unable to conform the vehicle to the applicable expre:is
warranties after a reasonable number of attempts. It prcposr.:s
that the Bureau of Automotive Repair (BAR) certify a third party
dispute resolution process. This is similar, in most respects,
to last years AB 3611 which enacted the Automobile Warranty
Arbitration Program Certification Act (Lemon Law). A thorough
review of AB 2057 reveals that the provisions are the same as
those provided in AB 3611.

The analysis completed last year on AB 3611 (attached) projected
that $293,000 and 4 PYs would be needed on an ongoing basis and
that the cost would be offset by an expected revenue of $300,000
derived from an assessment of 134 per vehicle sold to be paid by
the manufacturer which would be collected by DMV and disbursed to
BAR. The Budget Office is projecting that the fiscal impact of
AB 2057 will be similar to the costs projected in the analysis of
AB 3611. However, revenue will not be collected until July 1,
1988 and the program is anticipated to commence January I, 1989.
The Bureau has projected that the costs during this six month
span can be absorbed by existing resources.
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SIGN MESSAGE

AB -2057 (Tanner)

I have approved AB 2057 which provides additional consumer protection
regarding the purchase of new vehicles.

This bill proposes several changes to the "Lemon Law" passed by the
Legislature in 1982 which provide a dispute resolution mechanism for consumers
to seek recompense for faulty and irreparable automobiles. This measure
appropriately addresses several inadequacies in the restitution to consumers
for their documented claims under the law. However, it includes provisions
which would add to the cost of consumers by requiring an agency of the State
to certify a dispute resolution program which may expand its oversight beyond
the bounds of its primary mandate.

I am, therefore, asking the Department of Consumer Affairs to monitor this
process for one year and report back to me by July 1989 with a recommendation
as to the continuance of the certification program.
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VETO MESSAGE

AB 2057 (Tanner)

To the Members of the California Assembly.

I am returning AB 2057 without my signature. This measure proposes to make a

number of changes to the laws concerning defective automobiles. The bill

would clarify the rights of buyers of "lemon" cars, expand the protections of

our new car lemon law to include "demonstrators" and protect against the

reselling of vehicles found to be fundamentally defective.

As worthwhile as these changes are, however, the bill also requires direct

involvement by the state in the third -party dispute resolution programs

offered by vehicle manufacturers. There appears to be little evidence to

support the need for our intervention, especially to the degree mandated by

this legislation. If problems develop with the operations of these

non -governmental dispute resolution forums, existing laws are adequate to

protect the interests of consumers.

Cordially,

George Deukmejian
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AB 2057 (Tanner)
9/9/87

ASSEMBLY COMMITTEE ON GOVERNMENT EFFICIENCY & CONSUMER PROTECTION
REPUBLICAN ANALYSIS

AB 2057 (Tanner) -- LEMON LAW - PART II
Version: 9/4/87 Vice Chairman: Larry Stirling
Recommendation: Oppose Vote: 2/3 (Appropriation)

Summary: Requires Bureau of Auto Repair to "certify"
arbitration panels created by the original "Lemon Law."
Requires charge on new cars to pay for process. Also allows
treble damages for any consumer who sues and wins against any
auto manufacturer who does not have a "certified" arbitration
panel; or treble damages for any consumer who proves that his
arbitration panel willfully did not follow procedures laid
out in this bill. Fiscal effect: Tax of up to $1 per new
car sold in state. Estimated revenue: up to $300,000 a year.

Supported by CA Public Interest Research Group (CALPIRG)
(Sponsor); Attorney General, Chrysler. Opposed by None on
File (Auto Importers of America, FORD, GM are Neutral.)
Governor's position: None on file.

Comments: The author claims the present voluntary "lemon
law" process is not working. Her answer is to make it better
by turning it over to the government -- that paragon of
efficiency and consumer protection.

Today, if you have a "lemon," you can go to the
manufacturer, who then convenes an arbitration panel. If the
panel rules against you, you can still go to court. If the
panel rules in your favor, the car company cannot appeal.

But the author is concerned that there is something
inherently unfair about the manufacturer paying for the
arbitration panel so she wants the government to "certify"
that they are fair. (General Motors and virtually all the
importers subcontract with the Better Business Bureau for
arbitration.)

This bill will put the state in the business of
"certifying" the procedures -- and new car buyers get to pay
for this bureaucracy. The result could be the same problems
we have with our legal system and our regulatory agencies --
endless litigation, lots of government employees and huge
backlogs. Ironically this legislation comes at a time when
the courts and the regulatory agencies are turning to
voluntary arbitration to alleviate those problems.

In addition to creating a new bureaucracy, this bill also
allows unsatisfied customers -- in certain circumstances --
to sue and collect triple damages (and attorney's fees).
This is the section the auto companies originally objected
to. But in the Senate, the author limited the awarding of
triple damages, thus removing opposition from the auto
companies. Nevertheless, the triple damage provision is
onerous.

Auto company lobbyists admit that this law will cost the
auto companies more money in legal and administrative
expenses -- a cost that will be passed onto the consuir
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But they are neutral because they think opposing this bill
would he bad P.R.

Assembly Republican Floor Vote -- 6/22/87
(54-20) Ayes: Bradley, Felando, Frizzelle, Grisham,

Hansen, Kelley, Leonard, Leslie, Statham,
Stirling

Noes: (20) All Other Republicans
Senate Republican Floor Vote -- 9/8/87
(39-0) Ayes: All Republicans
Consultant: John Caldwell
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THIR READING

SENATE RULES COMMITTEE
Bill No. AB 2057

Author: Tanner (D)

Office of

Senate Floor Analyses Amended: 9/4/87 in Senate

1100 J Street, Suite 120
445-6614 Vote Required: 2/3

Committee Votes:
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Senate Floor Vote:

Assembly Floor Vote: 54-20, p. 2929. 6/22/87

11111 SUBJECT:

SOME: Author

Warranties: new motor vehicles

DIGEST: This bill provides that the vehicle manufacturers' voluntary dispute
resolution procedures be replaced by a state certified dispute resolution
process.

This bill also provides that should a vehicle manufacturer be liable to a buyer
for treble damages and attorney's fees.

ANALYSIS: Existing law imposes various duties upon manufacturers making express
warranties with respect to consumer goods, including the duty to replace the
goods or reimburse the buyer, as specified, if the goods are not repaired to
conform to those warranties after a reasonable number of attempts. Existing law
also prohibits a buyer of such goods from asserting a presumption that a
reasonable number of attempts have been made to conform a new motor vehicle, as
specified, unless the buyer first resorts to a third party dispute resolution
process, as defined, following notice that such a process is available.

This bill would revise the provisions relating to warranties on new motor
vehicles to require the manufacturer or its representative to replace the
vehicle or make restitution, as specified, if unable to conform the vehicle to
the applicable express warranties after a reasonable number of attempts. The
bill would, on July 1, 1988, revise the definitions of "motor vehicle," "new
motor vehicle," and "qualified third party dispute resolution process" and
define the term "demonstrator" for these purposes, and require the Bureau of
Automotive Repair to establish a program for the certification of third party

a

to

O
c).

CONTINUE'
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AB 2057
Page 2

dispute resolution processes pursuant to regulations adopted by the New Motor
Vehicle Board, as specified. The bill would prohibit the sale or lease of a
motor vehicle transferred by a buyer or a lesser to a manufacturer for a
nonconformity. except as specified.

The bill would, on July 1, 1988, create the Certification Account within the
Automotive Repair Fund, to be funded by fees imposed on manufacturers and
distributors and collected by the New Motor Vehicle Board, to be expended upon
appropriation by the Legislature to pay the expenses of the bureau under the
bill.

Existing law authorizes the award of court costs and attorney's fees to consumer
who prevail in such actions, and would also require the award of civil
penalties, including treble damages, against certain manufacturers. Existing
law provides for the disposition of moneys in the Retail Sales Tax Fund.

This bill pro -rides that $25,334 be appropriated from deposited funds, as
specified, in the Motor Vehicle Account in the State Transportation Fund to the
New Motor Vehicle Board for the purpose of reimbursing the Department of Motor
Vehicles.

This amount will be repaid, plus interest, from the certification account in the
Automotive Repair Fund.

The purpose of this bill is to improve protections for vehicle purchasers under
the existing lemon law.

Existing law provides that a manufacturer who is unable to service or repair
consumer goods, including motor vehicles, so that they conform to the applicable
warranties after a reasonable number of attempts, must either replace those
goods or reimburse the buyer. In 1982, the law was amended by AB 1787 (Tanner).
commonly referred to as the lemon law. Specifically, it:

Defines "reasonable number of attempts" for new motor vehicles as either four
or more repair attempts on the same major defect, or, more than 30 days out
of service for service/repair of one or more major defects, within the first
year or 12,000 miles of use.

Requires a buyer to notify the manufacturer directly of a continuing defect
and to use a dispute resolution program meeting specified minimum standards
prior to naserting the "lemon presumption" in a legal action to obtain a
vehicle re placement or refund.

Defines the "lemon presumption" as the "reasonable number of attempts" in the
paragraph above.

This bill wnuld amend and clarify the lemon law. It would establish a
structure for certifying third -party dispute mechanisms, requirements for
certification and provide for treble damages and attorney's fees to consumers
who obtain A judgement against a manufacturer who does not have a certified
lemon law ,arbitration program.

Q

N.

a

CONTINUED
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This bill would:

AB 2057
Page 3

a) Require the Bureau of Automotive Repair (BAR) to: certify the arbitration
programs for resolution of vehicle warranty disputes as requested; annually
recertify those programs or decertify as inspection warrants; notify the
Department of Motor Vehicles (DMV) of the failure of a manufacturer,
distributor, or their branches to comply with arbitration decisions;
investigate consumer complaints regarding qualified programs; and, submit a
biennial report to the Legislature evaluating the effectiveness of the
program.

b) Authorize BAR to charge fees to be collected by the New Motor Vehicle Board
(NMVB) in the Department of Motor Vehicles (DMV), beginning July 1, 1988,
from specified NMVB licensees, not to exceed $1 (one dollar) for each new
motor vehicle sold, leased, or distributed in California. The fees would be
deposited into the Certification Account of the Automotive Repair Fund.

c) Require motor vehicle manufacturers to replace defective vehicles or make
restitution if the manufacturer were unable to service or repair the
vehicles after a reasonable number of buyer requests. The buyer, however,
would be free to take restitution in place of a replacement vehicle.

d) Specify what would be included in the replacement and refund option.

In case of replacement, the new motor vehicle would be accompanied by all
express and implied warranties. The manufacturer would pay for, or to,
the buyer the amount of any sales or use tax, license and registration
fees, and other official fees which the buyer would be obligated to pay
in connection with the replacement, plus any incidental damages the buyer
would be entitled to including reasonable repair, towing, and rental car
costs.

In case of restitution, the manufacturer would pay the actual price paid
including any charges for transportation and manufacturer -installed
options, sales tax, license fees, and registration fees plus incidental
damages. The amount directly attributable to use by the buyer would be
determined as prescribed and could be subtracted from the total owed to
the buyer.

e) Clarify that the vehicle buyer could assert the "lemon presumption" in any
.anscivil action, small claims court action or other formal or informal ess

proceeding.
t

f) Set forth a qualified third party dispute resolution process and require
compliance with the minimum requirements of the Federal Trade Commission
(FTC) for informal dispute settlement procedures as defined on January 1,
1987.

g) Amend the definition of a "new motor vehicle" which is covered by the lemon
law to include dealer -owned vehicles and demonstrator vehicles.

h) Prevent a vehicle repurchased by a manufacturer under the lemon law from
being resold as a used car unless the nature of the car's problems were
disclosed, the problems were corrected, and the manufacturer wnrranted that
the vehicle is free of those problems for one year.

CONTINUF
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AB 2057
Page 4

i) Require the Board of Equalization to reimburse the manufacturer in an amount
equal to the sales tax paid for vehicles for which the manufacturer provided
the specified refund to the buyer.

i) Provide for awards of treble damages and reasonable attorney's fees and
costs if the buyer were awarded a judgement and the manufacturer did not
maintain a qualified third party dispute resolution process as established
by this chapter, with specified exceptions.

The author worked with the Ford Motor Co., General Motors, and Honda, as well as
Automobile Importers of America, to amend this bill to remove their opposition.
These companies are now neutral.

Prior Legislation

AB 1787 (Tanner), Chapter 388, Statutes of 1982, passed the Senate 28-4.

AYES (28)-Senators Ayala, Beverly, Boatwright, Campbell,
Carpenter, Davis, Dills, Ellis, Foran, Greene, Holmdahl, Johnson,
Keene, Marks, Mello, Montoya, Nielsen, O'Keefe, Petris, Presley,
Rains, Robbins, Roberti, Russell, Sieroty, Stiern, Vuich, and Watson.

NOES (4)-Senators Richardson, Schmitz, Seymour, and Speraw.

FISCAL EFFECT: Appropriation: Yes Fiscal Committee: Yes Local: No

SUPPORT: (Verified 9/4/87)

Attorney General
Chrysler Corp.
Motor Voters
California Public Interest Research Group

Consumers Union

ARGUMENTS IN SUPPORT: The purpose of this bill, according to the author, is to
strengthen the existing lemon law, to eliminate inequities that have occurred
from that law's implementation and to ensure that owners of seriously defective
new cars can obtain a fair, impartial and speedy hearing on their complaints.

The author and proponents state that since the effective date of the lemon law
over four years ago, there have been numerous complaints from new car buyers
concerning its implementation. While these complaints reflect continued
dissatisfaction with the manufacturer's own resolution of disputes regarding
defective new vehicles, they have also alleged that the dispute resolution
programs financed by the manufacturers are not operated impartially. Consumers
have complained of: long delays in obtaining a hearing (beyond the prescribed
40-60 day time limit); unequal access to the arbitration process; and
unreasonable decisions that do not appear to exhibit knowledge of the lemon
law's provisions or provide an adequate amount of reimbursement even when a
refund decision Is ordered.

CONTINU"-
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ASSEMBLY FLOOR VOTE:

Mama* Bill No. 2057 passed by the following vote:
AYES -14

Araks Eaves
Illet:srgAgned Eastin

Bane Elder Johnston
Bates Fan Katz

Oman
..41:M4r11c --'4,,T7 4 
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e.r. MMI
1 6,1AL.

aracgay Felon& Kelley
Braman Flo

=It'
Cline

Crisham Leslie - ' asetsseellos
Hannigan Margolin Waters, Maxine

Condit Hansen Moore Waters, Norman
Connelly Harris O'Connell Mr, Speaker
Cortese Hauser Peace
Costa Hayden Polanco

Allen
Bader

' tFerguson
F

BIGES-241
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NMolan
O

°untj°Y
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Harvey Lewis Quackenbush

Brown Dennis Hill Wright
Chandler Johnson l'olf=ro:/c Wymen

Bill ordered tzansruitted to the Senate.
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: September 10, 1987

Bill No: Assembly Bill 2,057 Date Amended: IL4/87

Author: Tanner Tax: Sales and use

Position: lieut./al Related Bills: AB2050/$1171

)

[ ]

[X]

[X]

COMMENTS:

We have no interest in the bill in its present form
and will not prepare an analysis.

We are following the bill but have no comment on its
present form.

The current amendments do not affect our previous
analysis.

See Comments

The September 4, 1987 amendment incorporates certain
provisions of Assembly Bill 276 in order to prevent this bill
from chaptering out the amendments made by Assembly Bill 276 in
the event that it is enacted prior to Assembly Bill 2057.

N
Please direct further inquiries to:

(322-3270
rgaret Shedd Bo

0321F

LIS - 20 DF - 1
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DEPARTMENT BILL NUMBER
Finance AB 2057

AUTHOR
Tanner

AMENDMENT DATE
September 4, 1987

SUBJECT

AB 2057 requires the Bureau of Automotive Repair (BAR) to certify third party
arbitration processes that require manufacturers to replace or provide
restitution for defective vehicles. The New Motor Vehicle Board (NMVB) is
required to administer the collection of fees to fund costs incurred by BAR
from the certification activity. Fees would be deposited in the Certification
Account of the Automotive Repai-r-Fund out of which program costs would be
funded. The bill is double joined with AB 276.

SUMMARY OF REASON FOR SIGNATURE

This bill improves remedies available to dissatisfied new car buyers under
current law at nominal increases in costs to the State.

FISCAL SUMMARY --STATE LEVEL
50 (Fiscal Impact by Fiscal Year)

Code/Department LA (Dollars in Thousands)
Agency or Revenue CO Code

Type RV FC 1987-88 FC 1988-89 FC 1989-90 Fund

0860/BOE SO S $0.5 S $1 S $1 001/GF
1149/Retail Sales

and Use Taxes RV U -73 U -145 U -145 001/GE
1150/BAR SO C 158 C 293 C 293 499/Cert.

Acct.

1200/Mis. Fees RV U 150 U 300 U 300 499/Cert.
Acct.

2740/NMVB SO A 25 -- 044/MVA/STF
5300/DMV RV -- U 26 044/MVA/STF
1150/BAR RV -- U -26 499/Cert.

Acct.

Impact on State Appropriations Limit --Yes

ANALYSIS

A. Specific Findings

Under current law, the New Motor Vehicle Board (NMVB) in the Department of
Motor Vehicles (DMV) is required to, among other things, hear and consider
appeals by a new motor vehicle dealer, manufacturer, manufacturer branch,
distributor, distributor branch, or representative, from a decision
arising from the department. Current law authorizes the NMVB to require
those persons to pay a fee to DMV for the issuance or renewal of a license
to do business.

(Continued)

RECOMMENDATION:

Sign the bill.

Department Director Date

Original Signed 371 SCE
1
0 198 7

Riobard Bay

;Principal Analyst Date Program Blidget Manager Date Governor's Office
JO,"(223)45. Baker Wallis LClark // / Position noted

41/0 /1161( p?"7 Position approved
Position disapproved

CJ:BW1/0064A/1045C / by: date: -

ENROLLED BILL REPORT Form DF-44 (Rev 03/87
DF -2
2125



(2)

BILL ANALYSIS/ENROLLED BILL REPORT ---(Continued) Form DF-43

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner September 4, 1987 AB 2057

ANALYSIS

A. Specific Findings (Continued)

AB 2057 requires every manufacturer of new motor vehicles, beginning July
1, 1988, to report sales or leases annually to the NMVB on forms
prescribed by the NMVB. The bill requires the NMVB to administer the
collection of fees to fund a new arbitration certification program and
creates the Certification Account within the Automotive Repair Fund for
deposit of those fees, The bill requires each applicant for a license to
pay a fee determined by BAR, but not to exceed $1 for each motor vehicle
sold or leased.

Current law provides for an arbitration process for disputes between
manufacturers and consumers of new cars purported to have manufacturing

defects. Under current law the BAR in the Department of Consumer Affairs
(DCA) is required to enforce and administer the Automotive Repair Act
which regulates the automotive repair industry.

AB 2057 requires BAR to certify third party arbitration programs offered
by auto manufacturers or other entities pursuant to current "lemon law".
The lemon law provides a process for the resolution of disputes between
the owner or lessee of a new motor vehicle and the manufacturer or
distributor.

AB 2057 requiresBAR to certify automobile warranty arbitration programs
that substantially comply with criteria adopted by the bureau or decertify
those programs which are not in substantial compliance, in accordance with
specified regulations. The bill would require the bureau to monitor and
inspect the programs on a regular basis to assure continued compliance.

Under current law, a manufacturer who is unable to service or repair
goods, including motor vehicles, to conform to applicable express
warranties after a reasonable number of attempts, as specified, is
required to either replace the vehicle or reimburse the buyer.

AB 2057 provides that the buyer may elect restitution in lieu of
replacement. The bill would require that when a vehicle is replaced or
restitution is made by the manufacturer, the buyer may be required to
reimburse the manufacturer for, or the manufacturer may reduce the amount
of restitution by, an amount directly attributable to the use of the
vehicle by the buyer.

(Continued)
CJ:BW2/0064A/1045C
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SILL ANALYSIS/ENROLLED BILL REPORT --(Continued)
AUTHOR AMENDMENT DATE

Form DF-43
BILL NUMBER

Tanner September 4, 1987 AB 2057

ANALYSIS

A. Specific Findings (Continued)

There are a number of bills related to this issue including the following:

o AB 3611 (1986) contained language similar to this bill, including the
requirements for reporting vehicles sold and collection of a fee in
conjunction with issuance of renewal of the occupational license by
DMV to fund a certification program.

o AB 2050 is a current bill that would revise provisions relating to the
manufacturer's replacement of, or restitution for, a vehicle including
a requirement for the manufacturer to pay sales tax, license and
registration fees on the replacement, or an equivalent amount in
restitution. It would also provide for reimbursement from the State
of the sales tax involved.

o SB 71 is a current bill that would require a manufacturer to pay
registration fees and sales tax on a replacement vehicle or to add an
equivalent amount in restitution. It would also require the State to
reimburse manufacturers for such sales or use tax.

SB 228 is a current bill that would extend warranty or service
contracts on repairs, repaired parts, affected related parts or
components which were repaired under the terms of a warranty or
service contract.

B. Fiscal Analysis

According to DMV, the volume of vehicles replaced by manufacturers cannot
be determined since manufacturers maintain this information in
confidence. The DMV has attempted to estimate the fiscal impact of this
bill based on the number of serious complaints received by DCA and NMVB.
The DMV estimated approximately 242 vehicles will be replaced or
restitution will be provided per year.

We have not been able to verify or disprove this estimate. We assume
$10,000 would be the average price per vehicle and a 6 percent sales tax
will be paid.

Computation:
Manufacturer replacement or restitution 242
Sales tax per vehicle x $600
Potential Sales Tax Refund $145,200

On this basis, we estimate an annual $145,000 revenue loss to the General
Fund.

CJ:BW3/0064A/1045C
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BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner September 4, 1987 AB 2057

ANALYSIS

B. Fiscal Analysis (Continued)

According to DMV, the NMVB would incur one-time initial costs of $25,000
in 1987-88, for which the bill contains a $25,000 appropriation from the
Motor Vehicle Account, State Transportation Fund. This amount, plus
interest at 10 percent per year for six months ($1,250), is to be
transferred from the Certification Account, a new account in the
Automotive Repair Fund created by the bill, to the Motor Vehicle Account
in 1988-99. Ongoing costs will be absorbed within existing resources.

According to the Board of Equalization, minor costs (less than $1,000)
would be incurred as a result of this bill. These costs can be absorbed
within existing resources.

DCA and BAR staff estimate this bill's 1987-88 (half -year) costs at
$158,000 and 2 PYs, and annual costs thereafter at $293,000 and 4 PYs.
This provides for a program supervisor, one staff each in San Francisco
and Los Angeles, and one clerical. Finance, however, has not had an

opportunity to review specific workload information related to this
proposed program. Therefore, we believe that any additional resources
should be justified through the 1988-89 budgetary process.

Based on information provided by staff of DMV, DCA and BAR, we estimate
that a fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89,
respectively, or $300,000 annually will be required to fund the costs of

this program.

CJ:8W4/0064A/1045C
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Legislative Analyst
August 28, 1987

ANALYSIS OF ASSEMBLY BILL NO. 2057 (Tanner)
As Amended in Senate August 25, 1987

1987-88 Session

Fiscal Effect:

cost: Up to $158,000 in last half of 1987-88
increasing to $293,000 annually
thereafter to the Certification
Account in the Automotive Repair Fund
(created by this bill) to implement a

dispute resolution certification
program; beginning in 1988-89, costs
would be fully offset by fees.

Revenut: 1. Up to $300,000 in fee revenues
annually to the Certification
Account beginning in 1988-89.

2. Unknown revenue loss to the
General Fund annually from sales
tax reimbursements to vehicle
manufacturers.

Analysis:

Thy bill requires the Bureau of Automotive
Repair (BAR) to establish a program to certify third
party dispute resolution processes for automobile
warranty disputes. The certification program would
becope operative July 1, 1988 and would primarily
invoTVe,vehicle manufacturers, distributors, and
deal-erfs,,D-Moreover, the bill also would change current
law pertaining to vehicle warranty procedures and
restitution.

DF -6
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AB 2057--contd -2-

Specifically, the bill:

Authorizes BAR to revoke or suspend any
arbitration program if it does not meet
specified standards and requires the bureau
to (1) notify the Department of Motor
Vehicles (DMV) of failures of manufacturers,
distributors, or their branches to comply
with arbitration decisions, and (2) provide
the Legislature with a biennial report
evaluating the effectiveness of the program.

Authorizes BAR, effective July 1, 1988, to
charge fees, up to $1 per new motor vehicle
sold, leased or distributed by manufacturers,
distributors, or their branches to fund its
program costs. These fees would be collected
by the New Motor Vehicle Board (NMVB) in the
Department of Motor Vehicles and deposited
into the Certification Account created by
this bill in the Automotive Repair Fund.

Requires the State Board of Equalization
(80E) to reimburse the manufacturer of a new
motor vehicle any sales tax returned to the
buyer as part of restitution for a defective
vehicle.

fiscal Effect

We estimate that the BAR would incur program
start-up costs of up to $158,000 in 1987-88 (half -year)
and increasing to $293,000 annually thereafter.
Beginning in 1988-89, program costs would be fully
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AB 2057--contd -3-

offset by fees established by the bill. According to
BAR, a 13 cent charge per vehicle would generate up to
$300,000 (13 cents times 2.3 million vehicles estimated
to be sold in 1987). The bill, however, does not
provide an appropriation to cover program start-up costs
in the last half of 1987-88.

The NMVB would incur minor absorbable costs
working with the QMV to collect the fees. Additionally,
DMV would incur program start-up costs of $25,000 in
1987-88, decreasing to $7,000 annually thereafter.
These costs could be absorbed by DMV.

The ROE would incur unknown, probably minor,
absorbable costs to reimburse sales taxes to
manufacturers in vehicle restitution settlements.
Moreover, sales tax reimbursements would result in an
unknown revenue loss to the General Fund.

83/s8
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: August 27, 1987

Bill No: Assembly Bill 2057 Date Amended: 8/2 /87

Author: Tanner Tax: Sales and Use

Position: Neutral Related Bills: AB2050/SB71

We have no interest in the bill in its present form
and will not prepare an analysis.

[ We are following the bill but have no comment on its
present form.

[x] The current amendments do not affect our previous
analysis and we have no further comments.

[ ] See Comments

COMMENTS:

c00
Please direct further inquiries to: MargaVet S

(322-3276

0321F

atwright
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: June 24, 1987

Bill No: Assembly Bill_2057 Date Amended:

Author: Tanner

Position: Neutral

6/11/A7

Tax: Sales and Use

Related Bills: AB2050/SB71

[ ] We have no interest in the bill in its present form
and will not prepare an analysis.

( ] We are following the bill but have no comment on its
present form.

[X] The current amendments do not affect our previous
analysis and we have no further comments.

[ ] See Comments

COMMENTS:

Please direct further inquiries to:

0321F

G.
r

(322-327
Boatwright
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: May 26, 1987

Bill No: Assembly Bill 2057 Date Amended: 5/13/87

Author: Tanner Tax: Sales and Ung

Position: Neutral Related Bills: AB2050/SB71

[ ] We have no interest in the bill in its present form
and will not prepare an analysis.

[ ] We are following the bill but have no comment on its
present form.

[X] The current amendments do not affect our previous
analysis and we have no further comments.

[ ] See Comments

COMMENTS:

)-Please direct further inquiries to: MartetSh dd Boatwright
(322-3276)

0321F
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70939
SECOND

U 19871 87232 18:24
40 BP: antp 22120

ABENDmENT5 To ASSIMPLI BILL No. 2057
AS AMENDED IN SENATE AUGUST 17, 1947

Anendaent 1
On page 5, line 21, after "ins insert:

substantial

Amendment 2
on page 5, line 23, after *ins insert:

substantial

Amendment 3
On page 6, line 14, after "surveys insert:

by the bureau

PAGE NO. 1

Amendment
On page 7, strike out lines 27 to 29, inclusive,

and insert:

preceding calendar year, and shall

Anendnent 5
Oa page 14, line 7, after "orders* insert;

, ander the tens of this chapter,

Amendment 6
On page 14, strike out line 17 and insert:

(G) Takes into account, in rendering decisions,
all legal and equitable factors, including, but not
linited to, the written warranty, the

Asendaent 7
On page 14, line 22, strike out "and this

chapters and insert:

this chapter, and any other equitable considerations
appropriate in the circumstances

Amendment 8
On page 14, lines 34 and 35, strike out m, or an

employee, agent, or dealer for the manefactarer:s

DF - 12
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70939 87232 18:24

BECO3D # 50 BY: H 87 022320 pAG3 DSO. 2

Amendaent 9
on page 14, lines 37 and 38, strike out *in

formal or informal discussions* and insert:

substantively in the merits of any dispute

Amendment 10
on page 14, line 39, strike out *equally* and

insert:

also. Nothing in this paragraph prohibits any member of

an arbitration board fro deciding a dispute

Aaendment 11
On page 14, strike out line 40, on page 15,

strike out lines 1 to 12, inclusive, in line 13, strike

out 01(1)* and insert:

(11

Amendaent 12
On page 15, lines 36 and 37, strike out

result of a sonconforaity* and insert:

pursuant to paragraph (2) of subdivision (d)

insert:

and

insert:

Was

Amendaent 13
On page 18, line 1, strike out the comae and

Aseadment 14
on page 18, line 2, after the second *and*

say recover
- 0

the
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Code/Department
Agency or Revenue

Type

0860/BOE
1149/Retail Sales

and Use Taxes
1150/BAR

1200/Mis. Fees

2740/DMV

Honorable Sally Tanner
Member of the Assembly

State Capitol, Room 4146
Sacramento, CA 95814

BILL SUMMARY

DEPARTMENT
Finance

AUTHOR
Tanner

BILL NUMBER
AB 2057

SPONSORED BY RELATED BILLS AMENDMENT DATE
AB 3611 (1986) August 25, 1987

AB 2057 requires the Bureau of Automotive Repair (BAR) to certify third party
arbitration processes that require manufacturers to replace or provide
restitution for manufactured defective vehicles. The New Motor Vehicle Board
(NMVB) is required to administer the collection of fees to fund costs incurred
by BAR from the certification activity. Fees would be deposited in the
Certification Account of the Automotive Repair Fund out of which program costswould be funded.

SUMMARY OF CHANGES

This version of the bill makes minor technical and wording changes from the
previous analysis of the RN 87 016489 version which do not change our position.

SUMMARY OF COMMENTS

This bill improves remedies available to dissatisfied new car buyers under
current law at nominal increases in costs to the State.

FISCAL SUMMARY --STATE LEVEL
SO
LA

CO
RV

SO

(Fiscal Impact by Fiscal Year)
(Dollars in Thousands)

FC 1987-88 FC 1988-89 FC igsci on
S $0.5 S $1 S $1

RV U -73 U -145 U -145
SO C 158 C 293 C 293

RV U 150 U 300 U 300

SO C 33 C 7 C 7

Impact on State Appropriations

POSITION:

Neutral

principal Analy
pprA223) R. Baker

CJ:BW1/0064A/1045C

st

Limit --Yes

Department Director

original Signed. Ay'
Riehara

Date Program Eudget Manager Date
ClalA e (

p.44/7

Date

AUG 2 7 19$!

Code

Fund

OO1/GF

001/GF
499/Cont.
Acct.

499/Cont.
Acct.

054/NMVB

Governor's Office
Position noted
Position approved
Position disapproved
bv: date:BILL ANALYSIS

Form DF-43 (Rev 03/87 Buff)
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(2)

BILL ANALYSIS/ENROLLED BILL REPORT --(Continued)
AUTHOR AMENDMENT DATE

Tanner

Form DF-43
BILL NUMBER

August 25, 1987 AB 2057

ANALYSIS

A. Specific Findings

Under current law, the New Motor Vehicle Board (NMVB) in the Department of
Motor Vehicles (DMV) is required to, among other things, hear and consider
appeals by a new motor vehicle dealer, manufacturer, manufacturer branch,
distributor, distributor branch, or representative, from a decision
arising from the department. Current law authorizes the NMVB to require
those persons to pay a fee to DMV for the issuance or renewal of a license
to do business.

AB 2057 requires every manufacturer of new motor vehicles, beginning July
1, 1988, to report sales or leases annually to the NMVB on forms
prescribed by the NMVB. The bill requires the NMVB to administer the
collection of fees to fund the certification program and creates the
Certification Account within the Automotive Repair Fund for deposit of
those fees. The bill requires each applicant for a license to pay a fee
determined by BAR, but not to exceed $1 for each motor vehicle sold or
leased.

Current law provides for an arbitration process for disputes between
manufacturers and consumers of new cars purported to have manufacturing
defects. Under current law the BAR in the Department of Consumer Affairs
(DCA) is required to enforce and administer the Automotive Repair Act
which regulates the automotive repair industry.

AB 2057 requires BAR to certify third party arbitration programs offered
by auto manufacturers or other entities pursuant to current "lemon law".
The lemon law provides a process for the resolution of disputes between
the owner or leasee of a new motor vehicle and the manufacturer or
distributor.

AB 2057 requires BAR to certify automobile warranty arbitration programs
that substantially comply with criteria adopted by the bureau or decertify
those programs which are not in substantial compliance, in accordance with
specified regulations. The bill would require the bureau to monitor and
inspect the programs on a regular basis to assure continued compliance.

Under current law, a manufacturer who is unable to service or repair
goods, including motor vehicles, to conform to applicable express
warranties after a reasonable number of attempts, as specified, is
required to either replace the vehicle or reimburse the buyer.

AB 2057 provides that the buyer may elect restitution in lieu of
replacement. The bill would require that when a vehicle is replaced or
restitution is made by the manufacturer, the buyer may be required to
reimburse the manufacturer, or the manufacturer may reduce the amount of
restitution, by an amount directly attributable to the use of the vehicle
by the buyer.

(Continued)
CJ:BW2/0064A/1045C
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(3)

BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43
AUTHOR AMENDMENT DATE

Tanner

BILL NUMBER

August 25, 1987 AB 2057

ANALYSIS

A. Specific Findings (Continued)

There are a number of bills related to this issue including the following:

o AB 3611 (1986) contained language similar to this bill, including the
requirements for reporting vehicles sold and collection of a fee in
conjunction with issuance of renewal of the occupational license by
DMV to fund a certification program.

AB 2050 is a current bill that would revise provisions relating to the
manufacturer's replacement of, or restitution for, a vehicle including
a requirement for the manufacturer to pay sales tax. license and
registration fees on the replacement, or an equivalent amount in
restitution. It would also provide for reimbursement from the State
of the sales tax involved.

o SB 71 is a current bill that would require a manufacturer to pay
registration fees and sales tax on a replacement vehicle or to add an
equivalent amount in restitution. It would also require the State to
reimburse manufacturers for such sales or use tax.

o SB 228 is a current bill that would extend warranty or service
contracts on repairs, repaired parts, affected related parts or
components which were repaired under the terms of a warranty or
service contract.

B. Fiscal Analysis

According to DMV, the volume of vehicles replaced by manufacturers cannot
be determined since manufacturers maintain this information in
confidence. The DMV has attempted to estimate the fiscal impact of this
bill based on the number of serious complaints received by DCA and NMVB.
The DMV estimated approximately 242 vehicles will be replaced or
restitution will be provided per year.

We have not been able to verify or disprove this estimate. We assume
$10,000 would be the average price per vehicle and a 6 percent sales tax
will be paid.

Computation:
Manufacturer replacement or restitution 242

Sales tax per vehicle x $600
Potential Sales Tax Refund $145,200

On this basis, we estimate an annual $145,000 revenue loss to the General
Fund.

CJ:BW3/0064A/1045C
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r BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

Tanner August 25, 1987 AB 2057

ANALYSIS

B. Fiscal Analysis (Continued)

According to DMV, the NMVB would incur one-time initial costs of $33,000
in 1987-88, and ongoing costs of $7,000 annually thereafter,

According to the Board of Equalization, minor costs (less than $1,000)
would be incurred as a result of this bill. These costs can be absorbed
within existing resources.

DCA and BAR staff estimate this bill's 1987-88 (half -year) costs at
$158,000 and 2 PYs, and annual costs thereafter at $293,000 and 4 PYs.
This provides for a program supervisor, one staff each in San Francisco
and Los Angeles, and one clerical. Finance, however, has not had an
opportunity to review specific workload information related to this
proposed program. Therefore, we believe that any additional resources
should be justified through the 1988-89 budgetary process.

Based on information provided by staff of DMV, DCA and BAR, we estimate
that a fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89,
respectively, or $300,000 annually will be required to fund the costs of
this program.

C3:BW4/0064A/1045C
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0
28421
RECORD A

A)6)

be one that does

r(-
Amendment 2

On page 13, line 26, strike out "Comply" and

40 BF:
87139 12:34

,RN 87 0.2V.I#9 PAGE NO. 1

Saltffinfive

insert:

Complies

AnEND4ENTS To ASSEMBLY BELL NO. 2057
AS AMENDED IN ASSEMBLY MAY 13, 1987

Amendment 1

On page 13, line 25, strike out "do" and insert:

Amendment 3
On page 13, line 31, strike out "Render" and

insert:

Renders

Amendment 4
On page 13, Line 33, strike out "Prescribe" and

insert:

Prescribes

Amendment 5
On page 13, line 37, strike out "Provide" and

insert:

Provides

Amendment 6
On page 14, line 4, strike out "Require" and

insert:

Requires

Arlendment 7
On page 14, line 10, strike out "Provide" and

insert:

Provides

insert:

Amendment 8
On page 14, line 15, strike out. "Bender" and

DF -18
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28421 p7139 12:34
RECOPD 8 40 817: RN 87 016489 PAGE NO. 2

renders

Amendment 9
On page 14, line 31, strike out "Obtain and

maintain" and insert:

Requires that no arbitrator deciding a dispute may be a
party to the dispute, or an employee, agent, or dealer for
the manufacturer; and that no other person, including an
employee, agent, or dealer for the manufacturer, nay be

alloyed to participate in formal or informal discussions
unless the buyer is allowed to participate equally.

(I) Requires that in thP case of an order for
one further repair attempt, a hearing date shall be
established no later than 30 days after the repair attempt
has been made, to determine whether the manufacturer has
corrected the nonconformity. The buyer and the
manufacturer shall schedule an opportunity for the
manufacturer to effect the ordered repair no later than 30
days after the order for the repair is served on the
manufacturer and the tuyer. If, at the hearing, it is
determined that the manufacturer did not correct the
tonconformity, the :manufacturer shall be nrdered to either
replace the motor vehicle, if the buyer consents to this
remedy, or to make restitution.

(.7) Obtains and maintains
- 0 -
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Honorable Sally Tanner
Member of the Assembly DEPARTMENT

'
State Capitol, Room 4146 Finance

" Sacramento, CA 95814

AUTHOR
Tanner

BILL NUMBER
AB 2057

SPONSORED BY RELATED BILLS AMENDMENT DATE
AB 3611 (1986) RN 87 016489

BILL SUMMARY

AB 2057 requires the Bureau of Automotive Repair (BAR) to certify third party
arbitration processes that require manufacturers to replace or provide

. restitution for manufactured defective vehicles. The New Motor Vehicle Board
(NMVB) is required to administer the collection of fees to fund costs incurred
by BAR from the certification activity. Fees would be deposited in the
Certification Account of the Automotive Repair Fund out of which program costs
would be funded.

SUMMARY OF CHANGES

This version of the bill makes the following minor changes from the previous
analysis of May 13, 1987.

Strengthens the rules for arbitration and makes minor grammatical changes
which do not change our position.

SUMMARY OF COMMENTS

This bill improves remedies available to dissatisfied new car buyers under
current law at nominal increase in costs to the state.

FISCAL SUMMARY --STATE LEVEL
SO (Fiscal Impact by Fiscal Year)

Code/Department LA

Agency or Revenue CO

Type RV FC

0860/8d. of Equal SO

1149/Retail Sales
and Use Taxes

1150/BAR SO

1200/Misc. Reg. Fees

2740/Motor Vehicles

RV

SO

1986-87

Impact on State Appropriations Limit --Yes

(Dollars in Thousands)

FC 1987-88

S $0.5 S

FC 1988-89
$1

U -$73 U

C 158 C

U 150 U

C 33 C

-$145

Code
Fund

001/Gen.

001/Gen.

293 499/Cont.
Acct.

300 499/Cont.
Acct.

7 054/NMVB

POSITION:

Neutral

Department Director

Original Signed Bys
Richard Ray

Date

JUN 0 2 1981

Principal Analyst
,,'.1,223) R. Baker

(4,
(2" 14, 7-

64A1,045c
BILL ANALYSIS

Date Acting Prog. Budget Mgr. Date
Wallis L. Clark 7-)

)

Governor's Office
Position noted
Position approved
Position disapproved
by: date:

Form DF-43 (Rev 03/87 Buff)
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(2)

BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

Tanner RN 87 016489 AB 2057

ANALYSIS

A. Specific Findings

Under current law, the New Motor Vehicle Board (NMVB) in the Department of
Motor Vehicles (DMV) is required to, among other things, hear and consider
appeals by a new motor vehicle dealer, manufacturer, manufacturer branch,
distributor, distributor branch, or representative, from a decision
arising from the department. Current law authorizes the NMVB to require
those persons to pay a fee to DMV for the issuance or renewal of a license
to do business.

AB 2057 requires every manufacturer of new motor vehicles, beginning July
1, 1988, to report sales or leases annually to the NMVB on forms
prescribed by the NMVB. The bill requires the NMVB to administer the
collection of fees to fund the certification program and creates the
Certification Account within the Automotive Repair Fund for deposit of
those fees. The bill requires each applicant for a license to pay a fee
determined by BAR, but not to exceed $1 for each motor vehicle sold or
leased.

Current law provides for an arbitration process for disputes between
manufacturers and consumers of new cars purported to have manufacturing
defects. Under current law the BAR in the Department of Consumer Affairs
(DCA) is required to enforce and administer the Automotive Repair Act
which regulates the automotive repair industry.

AB 2057 requires BAR to certify third party arbitration programs offered
by auto manufacturers or other entities pursuant to current "lemon law".
The lemon law provides a process for the resolution of disputes between
the owner or lessee of a new motor vehicle and the manufacturer or
distributor.

AB 2057 requires BAR to certify automobile warranty arbitration programs
that substantially comply with criteria adopted by the bureau or decertify
those programs which are not in substantial compliance, in accordance with
specified regulations. The bill would require the bureau to monitor and
inspect the programs on a regular basis to assure continued compliance.

Under current law, a manufacturer who is unable to service or repair
goods, including motor vehicles, to conform to applicable express
warranties after a reasonable number of attempts, as specified, is
required to either replace the vehicle or reimburse the buyer.

AB 2057 provides that the buyer may elect restitution in lieu of
replacement. The bill would require that when a vehicle is replaced or
restitution is made by the manufacturer, the buyer may be required to
reimburse the manufacturer, or the manufacturer may reduce the amount of
restitution, by an amount directly attributable to the use of the vehicle
by the buyer.

(Continued)
CJ:B142/0064A/I045C
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(3)

BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner RN 87 016489 AB 2057

ANALYSIS

A. Specific Findings (Continued)

There are a number of bills related to this issue including the following:

o AB 3611 (1986) contained language similar to this bill, including the
requirements for reporting vehicles sold and collection of a fee in
con3unction with issuance of renewal of the occupational license by
DMV to fund a certification program.

o AB 2050 is a current bill that would revise provisions relating to the
manufacturer's replacement of, or restitution for, a vehicle including
a requirement for the manufacturer to pay sales tax, license and
registration fees on the replacement, or an equivalent amount in
restitution. It would also provide for reimbursement from the State
of the sales tax involved.

o SB 71 is a current bill that would require a manufacturer to pay
registration fees and sales tax on a replacement vehicle or to add an
equivalent amount in restitution. It would also require the State to
reimburse manufacturers for such sales or use tax.

o SB 228 is a current bill that would extend warranty or service
contracts on repairs, repaired parts, affected related parts or
components which were repaired under the terms of a warranty or
service contract.

B. Fiscal Analysis

According to DMV, the volume of vehicles replaced by manufacturers cannot
be determined since manufacturers maintain this information in
confidence. The DMV has attempted to estimate the fiscal impact of this
bill based on the number of serious complaints received by DCA and NMVB.
The DMV estimated approximately 242 vehicles will be replaced or
restitution will be provided per year.

We have not been able to verify or disprove this estimate. We assume
$30,000 would be the average price per vehicle and a 6 percent sales tax
will be paid.

Computation:
Manufacturer replacement or restitution 242

Sales tax per vehicle x $600

Potential Sales Tax Refund $145,200

On this basis, we estimate an annual $145,000 revenue loss to the General
Fund.

C3:BW3/0064A/1045C
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BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DE -43

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner RN 87 016489 AB 2057

ANALYSIS

B. Fiscal Analysis (Continued)

According to DMV, the NMVB would Incur one-time-initiar costs of $33,000
in 1987-88, and ongoing costs of $7,000 annually thereafter.

According to the Board of Equalization, minor costs (less than $1,000)
would be incurred as a result of this bill. These costs can be absorbed

within existing resources.

DCA and BAR staff estimate this bill's 1987-88 (half -year) costs at
$158,000 and 2 PYs, and annual costs thereafter at $293,000 and 4 PYs.
This provides for a program supervisor, one staff each in San Francisco
and Los Angeles, and one clerical. Finance, however, has not had an

opportunity to review specific workload information related to this
proposed program. Therefore, we believe that any additional resources

should be justified through the 1988-89 budgetary process.

Based on information provided by staff of DMV, DCA and BAR, we estimate
that a fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89,
respectively, or $300,000 annually will be required to fund the costs of

this program.

CJ:BW4/0064A/1045C

DF -23
2146



Legislative Analyst
May 30, 1987

ANALYSIS OF ASSEMBLY BILL NO. 2057 (Tanner)
As Amended in Assembly May 13, 1987 and

8;As Proposed to be Further Amended by LCR No. 016489
1987-88 Session

Fiscal Effect:

fit: Up to $158,000 in last half of 1987-88
increasing to $293,000 annually
thereafter to the Certification
Account in the Automotive Repair Fund
(created by this bill) for the Bureau
of Automotive Repair to resolve
automobile warranty disputes; costs
after 1988-89 would be fully offset by
fees.

Egygnmg: 1. Up to 5300,000 in fee revenues
annually to the Certification
Account beginning in 1988-89.

2. Unknown revenue loss to the
General Fund annually from sales
tax reimbursements to vehicle
manufacturers.

Analysis:

This bill requires the Bureau of Automotive
Repair (BAR) to establish a program for the resolution
of automobile warranty disputes. The program would
primarily involve vehicle manufacturers, distributors,
and dealers. Moreover, the bill would also change
current law pertaining to vehicle warranty procedures
and restitution.

-
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co
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AB 2057--contd -2-

Specifically, the bill:

Requires BAR to (1) certify the arbitration
programs for resolution of vehicle warranty
disputes, (2) authorizes the bureau to revoke
or suspend any arbitration program if it does
not meet specified standards, (3) notify the
Department of Motor Vehicles (DMV) of
failures of manufacturers, distributors, or
their branches to comply with arbitration
decisions, and (4) provide the Legislature
with a biennial report evaluating the
effectiveness of the program,

Authorizes BAR, effective July 1, 1988, to
charge fees, up to $1 per new motor vehicle
sold, leased or distributed by manufacturers,
distributors, or their branches to fund its
program costs. Such fees would be collected
by the New Motor Vehicle Board (NMVB) in the
Department of Motor Vehicles and deposited
into the Certification Account created by
this bill in the Automotive Repair Fund, and

Requires the State Board of Equalization
(BOE) to reimburse the manufacturer of a new
motor vehicle any sales tax returned to the
buyer as part of restitution for a defective
vehicle.

Fiscal Effect

The BAR indicates it would incur program start-up
costs up to $158,000 in 1987-88 (half -year) and
increasing to $293,000 annually thereafter. Beginning

DF - 25
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AB 2057--contd -3-

in 1988-89, program costs would be fully offset by fees
established by the bill. According to BAR, a 13 cent
charge per vehicle would generate up to $300,000 (13
cents times 2.3 million vehicles estimated to be sold in
1987). The bill, however, does not provide an
appropriation to cover program start-up costs in the
last half of 1987-88.

The NMV8 would incur minor absorbable costs
working with the DMV to collect the fees. Additionally,
DMV would incur program start-up costs of $33,000 in
1987-88, decreasing to $7,000 annually thereafter.
These costs could be absorbed by DMV.

The 80E would incur unknown, probably minor,
absorbable costs to reimburse sales taxes to
manufacturers in vehicle restitution settlements.
Moreover, sales tax reimbursements would result in an
unknown revenue loss to the General Fund.

83/s8
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Honorable Sally Tanner
Member of the Assembly DEPARTMENT AUTHOR BILL NUMBER

State Capitol, Room 4146 Finance Tanner AB 2057

Sacramento, CA 95814
SPONSORED BY RELATED BILLS AMENDMENT DATE

AB 3611 (1986) May 13. 1987

BILL SUMMARY

AB 2057 requires the Bureau of Automotive Repair (BAR) to certify third party
arbitration processes that require manufacturers to replace or provide
restitution for manufactured defective vehicles. The New Motor Vehicle Board
(NMVB) is required to administer the collection of fees to fund costs incurred
by BAR from the certification activity. Fees would be deposited in the
Certification Account of the Automotive Repair Fund out of which program costs
would be funded.

SUMMARY OF COMMENTS

This bill improves remedies available to dissatisfied new car buyers under
current law at nominal increase in costs to the state.

FISCAL SUMMARY --STATE LEVEL
SO

Code/Department
Agency or Revenue

Type
0860/Bd. of Equal
1149/Retail Sales

and Use Taxes

1150/BAR

(Fiscal Impact by Fiscal Year)
LA

CO
RV FC

SO

SO

1200/Misc. Reg. Fees RV

2740/Motor Vehicles SO

Impact on State Appropriations

ANALYSIS

A. Specific Findings

1986-87

Limit --Yes

(Dollars in Thousands)
Code

FC 1987-88 FC 1988-89 Fund

S $0.5 S $1 001/Gen.

U -$73 U -$145 001/Gen.
C 158 C 293 499/Cont.

Acct.

U 150 U 300 499/Cont.
Acct.

C 33 C 7 054/NMVB

Under current law, the New Motor Vehicle Board (NMVB) in the Department of
Motor Vehicles (DMV) is required to, among other things, hear and consider
appeals by a new motor vehicle dealer, manufacturer, manufacturer branch,
distributor, distributor branch, or representative, from a decision
arising from the department. Current law authorizes the NMVB to require
those persons to pay a fee to DMV for the issuance or renewal of a license
to do business.

(Continued)

POSITION:
Neutral

Department Director
Original Signed By:
Richard Rav

Date

MAY Z9 1987

Principal Analyst
(223)R. Baker

CJ:8141/0064A/1045C
BILL ANALYSIS

Date Acting Prog. Budget Mgr. Date
WallisL. Clark /

Governor's Office
Position noted
Position approved
Position disapproved
by: date:

Form DF-43 (Rev 03/87 Buff)
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BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43

AUTHOR AMENDMENT DATE

May 13, 1987 AB 2057Tanner

BILL NUMBER

ANALYSIS

A. Specific Findings (Continued)

AB 2057 requires every manufacturer of new motor vehicles, beginning July
1, 1988, to report sales or leases annually to the NMVB on forms
prescribed by the NMVB. The bill requires the NMVB to administer the

collection of fees to fund the certification program and creates the
Certification Account within the Automotive Repair Fund for deposit of

those fees. The bill requires each applicant for a license to pay a fee
determined by BAR, but not to exceed $1 for each motor vehicle sold or

leased.

Current law provides for an arbitration process for disputes between
manufacturers and consumers of new cars purported to have manufacturing

defects. Under current law the BAR in the Department of Consumer Affairs
(DCA) is required to enforce and administer the Automotive Repair Act
which regulates the automotive repair industry.

AB 2057 requires BAR to certify third party arbitration programs offered
by auto manufacturers or other entities pursuant to current "lemon law".
The lemon law provides a process for the resolution of disputes between
the owner or leasee of a new motor vehicle and the manufacturer or.

distributor.

AB 2057 requires BAR to certify automobile warranty arbitration prograths
that substantially comply with criteria adopted by the bureau or decertify
those programs which are not in substantial compliance, in accordance with
specified regulations. The bill would require the bureau to monitor and

inspect the programs on a regular basis to assure continued compliance.

Under current law, a manufacturer who is unable to service or repair
goods, including motor vehicles, to conform to applicable express
warranties after a reasonable number of attempts, as specified, is
required to either replace the vehicle or reimburse the buyer.

AB 2057 provides that the buyer may elect restitution in lieu of
replacement. The bill would require that when a vehicle is replaced or
restitution is made by the manufacturer, the buyer may be required to
reimburse the manufacturer, or the manufacturer may reduce the amount of
restitution, by an amount directly attributable to the use of the vehicle

by the buyer.

(Continued)

CJ:BW2/0064A/1045C
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BILL ANALYSIS/ENROLLED BILL REPORT --(Continued) Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

May 13, 1987 AB 2057Tanner

ANALYSIS

A, Specific Findings (Continued)

There are a number of bills related to this issue including the following:

o AB 3611 (1986) contained language similar to this bill, including the
requirements for reporting vehicles sold and collection of a fee in
conjunction with issuance of renewal of the occupational license by
DMV to fund a certification program,

o AB 2050 is a current bill that would revise provisions relating to the
manufacturer's replacement of, or restitution for, a vehicle including
a requirement for the manufacturer to pay sales tax, license and
registration fees on the replacement, or an equivalent amount in
restitution. It would also provide for reimbursement from the State
of the sales tax involved.

o SB 71 is a current bill that would require a manufacturer to pay
registration fees and sales tax on a replacement vehicle or to add an
equivalent amount in restitution. It would also require the State to
reimburse manufacturers for such sales or use tax.

o SB 228 is a current bill that would extend warranty or service
contracts on repairs, repaired parts, affected related parts or
components which were repaired under the terms of a warranty or
service contract.

B. Fiscal Analysis

According to DMV, the volume of vehicles replaced by manufacturers cannot
be determined since manufacturers maintain this information in
confidence. The DMV has attempted to estimate the fiscal impact of this
bill based on the number of serious complaints received by DCA and NMVB.
The DMV estimated approximately 242 vehicles will be replaced or
restitution will be provided per year.

We have not been able to verify or disprove this estimate. We assume
$10,000 would be the average price per vehicle and a 6 percent sales tax
will be paid.

Computation:

Manufacturer replacement or restitution 242
Sales tax per vehicle x $600
Potential Sales Tax Refund $145,200

On this basis, we estimate an annual $145.000 revenue loss to the General
Fund.

CJ:BW3/0064A/1045C
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BILL ANALYSIS/ENROLLED BIL,L REPORT --(Continued) Form DF-43

AUTHOR AMENDMENT DATE BILL NUMBER

Tanner May 13, 1987 AB 2057

ANALYSIS

B. Fiscal Analysis (Continued)

According to DMV, the NMVB would incur one-time initial costs of $33,000

in 1987-88, and ongoing costs of $7,000 annually thereafter.

According to the Board of Equalization, minor costs (less than $1,000)

would be incurred as a result of this bill. These costs can be absorbed

within existing resources.

DCA and BAR staff estimate this bill's 1987-88 (half -year) costs at
$158,000 and 2 PYs, and annual costs thereafter at $293,000 and 4 PYs.

This provides for a program supervisor, one staff each in San Francisco

and Los Angeles, and one clerical. Finance, however, has not had an

opportunity to review specific workload information related to this

proposed program. Therefore, we believe that any additional resources

should be justified through the 1988-89 budgetary process.

Based on information provided by staff of DMV, DCA and BAR, we estimate

that a fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89,
respectively, or $300,000 annually will be required to fund the costs of

this program.

CJ:BW4/0064A/1045C
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: May 11, 1987

Bill No: Assembly Bill 2057 Date Amended: 4/28/R7

Author: _Tanner

Position: Neutral

Tax: Sales and use

Related Bills: AB2050/SB73

C We have no interest in the bill in its present form
and will not prepare an analysis.

[ We are following the bill but have no comment on its
present form.

[X] The current amendments do not affect our previous
analysis and we have no further comments.

[ ] See Comments

COMMENTS:

,
-rve,__.' PA/

Ay
Please direct further inquiries to: Marga et SheddnBob wright

(322-3276)

0321F
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GA -1097-F(1-74) State Board of Equalization
LEGISLATIVE BILL ANALYSIS Department of Business Taxes

Bill Number Assembly Bill 2157 Date MarQh 6. 1987

Author Tanner Tax Sales and Use

Board Position Related Bills AB2050/SB71

BILL SUMMARY:

This bill would add Section 1793.25 to the Civil Code to
require the board to reimburse the manufacturer of a new motor
vehicle for an amount equal to the sales tax which the
manufacturer includes in making restitution to the buyer of the
new motor vehicle upon receipt of satisfactory proof that the
retailer of that motor vehicle has paid the sales tax to the
state on the retail sale of that motor vehicle.

Section 1793.2 of the Civil Code would be amended to add
paragraph (2) to subdivision (d) to provide that if the
manufacturer or its representative in this state is unable to
service or repair a new motor vehicle to conform to the
applicable express warranties after a reasonable number of
attempts, the manufacturer is required, at the option of the
buyer, either to replace the new motor vehicle or make
restitution to the buyer. Any restitution made to the buyer
can be reduced by that amount directly attributable to use by
the buyer prior to the discovery of the nonconformity.

The bill would also add Chapter 20.5 to Division 3 of the
Business and Professions Code to require the Bureau of
Automotive Repair to establish a program for the certification
of third party dispute resolution processes pursuant to
regulations adopted by the New Motor Vehicle Board. It would
also create the Certification Account within the Automotive
Repair Fund, to be funded by fees imposed on manufacturers and
distributors pursuant to the bill and collected by the New
Motor Vehicle Board, to be expended upon appropriation by the
Legislature to pay the expenses of the bureau under the bill.

ANALYSIS

In General

Existing law provides that the amount upon which tax is
computed does not include the amount charged for merchandise
returned by customers if the full sales price, including that
portion designated as "sales tax" is refunded either in cash or
credit and the customer, in order to obtain the refund or
credit, is not required to purchase other property at a price
greater than the amount charged for the property that is
returned. Refund or credit of the entire amount is deemed to
be given when the purchase price, less rehandling and
restocking costs, is refunded or credited to the customer.

DF - 32
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Assembly Bill 2057 Page 2

Existing law also provides that the amount upon which the
tax is computed does not include the amount credited or
refunded by the seller to the consumer on account of defects in
merchandise sold to the consumer. If, however, defective
merchandise is accepted as part payment for other merchandise
and an additional allowance or credit is given on account of
its defective condition, only the amount allowed or credited on
account of defects may be excluded from taxable gross
receipts. The amount allowed as the "trade in" value must be
included in the measure of tax.

In addition, existing law provides that any overpayment of
sales taxes must be refunded to the person who paid those taxes
to the state.

BACKGROUND

A similar bill, AB 3611 of the 1985-86 session failed to
pass the Legislature.

Effective January 1, 1983, the Legislature amended Section
1793.2 of the Civil Code to incorporate legislation commonly
known as the California "Lemon Law". The law provides an
arbitration process for disputes between manufacturers and
consumers of new cars purported to have major manufacturing
defects. If the mediator rules in favor of the consumer, the
manufacturer is required by law to either replace the
automobile or reimburse the purchase price less an amount
attributable to use prior to the discovery of the defect.

This arbitration process raises sales and use tax questions
as to the availability of the deduction for returned
merchandise and/or defective merchandise. The dealer who sold
the defective motor vehicle to the buyer may not be eligible
for either of the deductions if the defective motor vehicle is
returned to the manufacturer or some other dealer and the
manufacturer or some other dealer replaces the motor vehicle or
reimburses the buyer for the purchase price, assuming of course
that the dealer and the manufacturer are separate legal
entities.

COMMENTS

a. Enactment of this bill will result in insignificant
administrative costs being incurred by the Board in notifying
taxpayers and informing the board staff of the provisions of
this bill.

Analysis Prepared by: Darlenteribrick 322-1637
22-23747'Contact: Margaret Shedd Boatwi ght ,3

IP/

April 3, 1987
0238K
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: September 10, 1987

Bill No: Assembly Bill 2057 Date Amended: 9/4/82

Author: Tanner Tax: Sales and Use

Position: Neutral Related Bills: AB2050/SB71

[

[

[X]

[X]

COMMENTS:

We have no interest in the bill in its present form
and will not prepare an analysis.

We are following the bill but have no comment on its
present form.

The current amendments do not affect our previous
analysis.

See Comments

The September 4, 1987 amendment incorporates certain
provisions of Assembly Bill 276 in order to prevent this bill
from chaptering out the amendments made by Assembly Bill 276 in
the event that it is enacted prior to Assembly Bill 2057.

Please direct further inquiries to:

0321F

rgaret Shedd Bo
(322-3276)
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JAN 2 1988

LEGISLATIVE UNIT

State Board of Equalization
Department of Business Taxes

OPERATIONS MEMO

No 907

Date: January 8, 1988

SUBJECT: Reimbursement of Sales Tax Refunded Under the "Legion Law"

GENERAL

Effective January 1, 1988, 6;:mbly Bill 205 (Chapter 1280,
Statutes of 1987) amended Sections 1793.2, and 1794 and added
Section 1793.25 to the Civil Code. These sections, commonly known
as the California "Lemon Law", now require the Board to reimburse
the manufacturer of a new motor vehicle for an amount equal to the
sales tax which the manufacturer includes in making restitution to
the buyer of a defective vehicle. Section 7102 of the Sales and
Use Tax Law was amended to allow refunds pursuant to Section
1793.25.

BACKGROUND

The Lemon Law became effective January 1, 1983 and provides an
arbitration process for disputes between manufacturers and
consumers of new cars purported to have major manufacturing
defects. If the mediator rules in favor of the consumer, the
manufacturer is required by law either to replace the automobile
or reimburse the consumer for the purchase price. The
manufacturer may reduce the purchase price by an amount
attributable to the value of the use made before the defect was
discovered.

Prior to January 1, 1988, sales tax refunds paid by
manufacturers as restitution to pl4chasers of defective vehicles
were not reimbursable by the Board because refunds or replacements
made under the arbitration process did not qualify as credits for
returned merchandise. The law also required that the full selling
price (less rehandling and restocking costs, but without any
deduction for usage) be refunded in order to qualify for a
returned merchandise credit.

PROVISIONS

For purposes of the Lemon Law, the term "manufacturer" means a.
new motor vehicle manufacturer, manufacturer branch, distributor,
or distributor branch. "New motor vehicle" means a new passenger
or commercial motor vehicle which is bought primarily for
personal, family or household purposes. The term does not include
a motorcycle, a motor home, or any vehicle with a gross weight
over 10,000 pounds. Dealer owned vehicles, including
demonstrators, are covered under the Lemon Law.
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Beginning January 1, 1988, the Board is authorized to
reimburse manufacturers and distributors of new motor vehicles
for the sales tax which they include in refunds to buyers
pursuant to an arbitrator's decision. Satisfactory proof must
be provided that the retailer of the motor vehicle (for which
the manufacturer is making restitution) has reported and paid
the sales tax on that motor vehicle.

When the buyer chooses to have a vehicle replaced, the new
vehicle is considered a replacement under warranty and the tax
liability is measured only by the amount the customer pays in
excess of the credit received.

When the buyer chooses restitution, the manufacturer must
pay an amount equal to the actual price paid or payable by the
buyer, including any sales tax and any incidental damages to
which the buyer is entitled. The manufacturer may deduct for
usage of the defective vehicle and any amount charged for
nonmanufacturer items installed by the dealer. These amounts
must be deducted from the original vehicle selling price before
calculating the sales tax refund.

The buyer is liable for use of the defective vehicle prior
to the time the buyer first delivers the vehicle to the
manufacturer, or to its authorized service and repair facility
for correction of the problem that gave rise to the
nonconformity. The amount attributable to use by the buyer
willbe calculated by multiplying the total sales price of the
motor vehicle by a fraction having as its denominator 120,000
and as its numerator the number of miles the vehicle was used
by the buyer.

These newly -enacted Civil Code provisions in no way change
the application of the sales and use tax to the gross receipts
and the sales price from the sale). and the storage, use, or
other consumption in this state, of tangible personal property
pursuant to Part 1 (commencing with Section 6001) of Division 2
of the Revenue and Taxation Code.

CLAIMS FOR REFUND

Manufacturers may file a claim for refund with the Board
with respect to any amounts refunded to buyers after
December 31, 1987. All claims should be forwarded to the Audit
Review and Refund Unit for processing.

POE -3
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NOTICE MAILED

A special notice was mailed to all identified motor vehicle
manufacturers and distributors explaining the provisions of
Assembly Bill 2057 which affect the Sales and Use Tax Law (copy
of notice attached). This law contains other provisions not
related to the Sales and Use Tax Law. Inquiries related to
other provisions of this law should be referred to the
California State Bureau of Automotive Repair.

OBSOLESCENCE

This operations memo will become obsolete after its
provisions are incorporated into the appropriate manuals,
pamphlets, and the Business Taxes Law Guide.

Attachment
Distribution 1-D
0139W

Aud A. Agan
I/ Assistant Executive Secretary

Business Taxes

130E-1-1
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STATE OF CALIFORNIA

;TATE BOARD OF EQUALIZATION
1020 N STREET, SACRAMENTO, CALIFORNIA

(P.O. BOX 942879, SACRAMENTO, CALIFORNIA 94279-0001)

NOTICE TO MOTOR VEHICLE MANUFACTURERS AND DISTRIBUTORS

MANUFACTURERS MAY NOW RECEIVE
REIMBURSEMENT FOR CALIFORNIA SALES TAX

REFUNDED TO BUYERS OF DEFECTIVE VEHICLES

WILLIAM M. BENNETT
First District, Kenifield

CONWAY H. COLLIS
Second District. Lcs Angeles

EFiNEST J. DRONENBURG. JR
Third District. San Diego

PAUL CARPENTER
Fourth District. Los Angeles

GRAY DAVIS
Controller. Sacramento

DOUGLAS D. BELL
Executive Secretary

Assembly Bill 2057 (Chapter 1280, Statutes of 1987) amends Sections 1793.2,

1794, and adds Section 1793.25 to the Civil Code, effective January 1, 1988.

These sections are commonly known as the California "Lemon Law".

The Lemon Law provides an arbitration process to resolve disputes between
manufacturers and consumers of new cars which are purported to have major

manufacturing defects. This law stipulates that if an arbitrator's judgment

is in favor of the buyer, the manufacturer must replace the vehicle or make

restitution. In the case of replacement, the new vehicle is considered a

replacement under warranty and the tax liability is measured only by the

amount the customer pays in excess of the credit received. In the case of

restitution, the manufacturer must pay an amount equal to the actual price

paid or payable by the buyer, including applicable sales tax. Previously,

manufacturers were not entitled to reimbursement for the amount of California

sales tax refunded to buyers.

Effective January 1, 1988, the State Board of Equalization is authorized to
reimburse manufacturers and distributors of new motor vehicles for the sales

tax which the manufacturer includes in making restitution to the buyer. For

purposes of this law a "new motor vehicle" means a motor vehicle bought for

personal, family, or household use; but does not include a motorcycle,

motorhome or commercial vehicle over 10,000 pounds. Satisfactory proof must

be provided that the retailer of the motor vehicle reported and paid the

sales tax on the original sale of the motor vehicle.

When making restitution, the manufacturer may deduct an amount for the

buyer's usage of the defective vehicle and any amount charged for

nonmanufacturer items installed by the dealer. These amounts, as well as

amounts exempt from tax in the original sale must be deducted from the

original vehicle selling price before calculating the sales tax refund.

Claims for reimbursement of sales tax refunded to buyers under the Lemon Law

should be directed to the California State Board of Equalization, Audit

Review and Refund Unit, P.O. Box 942879, Sacramento, CA 94279-0001.

A list of Board of Equalization offices and their telephone numbers is

included on the reverse side of this notice. If you have any questions about

this newly -enacted legislation please contact them.

STATE BOARD OF EQUALIZATION

SO:
as

0136W
12/87

305-5
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CALIFORNIA STATE BOARD OF EQUALIZATION OFFICES

t: .t

10-87

BOARD MENDERS
AREA TELEPHONE

DISTRICT OFFICE ADDRES CODE RUMMER

First William M. Bennett 1020 N Street, Sacramento 95814 916 445-4081

Second Conway H. Coilis 901 Wilshire Blvd., Suite 210, Santa Monica 90401 213 451-5777
From LA 213 852.502i

Third Ernest Ji Dronenburg, Jr. 110 West C Street, Suite 1709, San Diego 92101 619 237-7844

Fourth Paul Carpenter 4040 Paramount Blvd., Suite 103, Lakewood 90712 213 429-5422

EXECUTIVE SECRETARY
Douglas D. Bell 1020 N Street, Sacramento 95814 916 445-3956

SACRAMENTO HEADQUARTERS 1020 N Street. Sacramento 95814 916 445-6464

BUSINESS TAXES FIELD OFFICES

CALIFORNIA WIC{

Arcadia

Arroyo Grande
Auburn
Bakersfield
Bishop
Chico
Covina

Crescent City
Culver City

Downey

ocr,ct 4covas  s
OTHERWISE LASTED @CLOW

8.12 & 1-5 M thru F

8.12 & 1-5 M thru F
8.12 & 1.5 M thru F

8-12 & 1-5 M thru F

El Centro 8-12 & 1-5 M thru F
Eureka 8-12 & 1-5 M thru F
Fresno
Hayward
Hollywood
Lakewood

Marysville
Merced
Modesto
Nevada City
Oakland
Ontario
CrowIle
Palmdale
Placerville
Pleasant Hill
Quincy
Rancho Mirage
Redding
Sacramento
Salinas
San Bernardino
San Diego
San Francisco
San Jose
San Marcos
San Mateo
San Rafael
Santa Ana
Santa Barbara
Santa Cruz
Santa Rosa
Sonora
South Lake Tahoe
Stockton
Susanville
Torrance

Ukiah
Vallejo
Van Nuys
Ventura
Visalia
Woodland
Yreka

8-12 & 1-5 M thru F

8-12 & 1:5 M thru F

8-12 & 1-5 M thru F
8-12 & 1-5 M thru F
8-12 & 1-5 M thru F

9-1 M thru F
8-12 & 1-5 M thru F

8-12 & 1-5 M thru F

8-12 & 1-5 M thru F
8-12 & 1.5 M thru F

9-1 M thru F

8-12 & 1-5 M thru F

8-12 & 1-5 M thru F
8-12 & 1-5 M thru F

OFFICE *005511

20 East Foothill Boulevard, 91006

1303 Grand Avenue, Suite 115, 93420
550 High Street, Suite 3, 95603
525 18th Street, 93301
407 West Line Street, 93514
8 Williamsburg Lane. 95926
233 North Second Avenue. 91723

Suite 2. 1080 Mason Mall. 95531
3861 Sepulveda Blvd., 2nd Floor, 90230

11229 Woodruff Avenue, 90241

1699 West Main Street, Suite H, 92243
1656 Union Street, 95501
2550 Mariposa Street, State Building, Rm. 2080, 93721
795 Fletcher Lane, 94544
5110 Sunset Boulevard, 90027
Suite 101. 4040 Paramount Blvd.. 90712-4199

922 G Street. 95901
3191 M Street. Suite A. 95340
1020 15th Street. Suite E. 95354
301 Broad Street. 95959
1111 Jackson Street, 94607
320 West G Street, Suite 105. 91762
2445 Oro Dam Boulevard, Suite 3A, 95966
37925 6th Street East, 93550
344 Placerville Dr.. Ste. 12. 95667
395 Civic Drive, Suite 0, 94523
546 Lawrence Street, 95971 .

42-700 Bob Hope Dr.. Suite 301. 92270
391 Hemsted Drive. 96001
1891 Alhambra Boulevard. 95816
21 West Laurel Drive, Suite 79, 93906
303 West Third Street. Suite 500, 92401
1350 Front Street, Room 5047, 92101
350 McAllister Street, Room 2262, 94102
100 Paseo de San Antonio, Room 307, 95113
365 So. Rancho Santa Fe Road, 92069
177 Bovet Road, Suite 250, 94402
7 Mt. Lassen Drive, Suite 8136, 94903
28 Civic Center Plaza, Room 239, 92701
411 East Canon Perdido Street, Room 11, 93101-1589
303 Water Street, Suite 6, 95062
50 0 Street, Room 215, 95404
1194 N. Highway 49, 95370
2489 Lake Tahoe Boulevard, Suits 7, 95705
31 East Channel Street, Room 264, 95202
63 North Roop Street, 96130
690 W. Knox Street, 90502-1307

620 Kings Court, Suite 110, 95482
704 Tuolumne Street, 94950-4769
6150 Van Nuys Blvd., Room 205, 91401-3382
2590 East Main Street, Suite 101, 93003
111 South Johnson Street, Suite E, 93291
98 West Main Street, Suite 2, 95695
1217 South Main Street, 96097

From LA

From LA

From LA

From LA

From LA

From LA

SUE -(o

'AREA
COOS

,818
213
805
916
805
619
916
818
213
707
213
213
213
213
619
707
209
415
213
213
213
916
209
209
916
415
714
916
805
916
415
916
619
916

16
408
714
619
415
408
419
415
415
714
805
408
707
209
916
209
916
213
213
707
707
818
805
209
916
916

01-IE
NUMBER

350-6401
681-6675
489-6293
885-8408
395-2880
872-3701
895-5322
331.6401
686-2990
464.2321
313-7111
879-0600
803-3471
773-3480
352-3431
445.6500
445.5285
881-3544
663.8181
421.3295
636-2466
741-4301 W
383.2831 0
576-636f >

C6'265-462b --ILI
464.0347 ro
983-5969 H
538-2246 Z
947-8911
622.1101 z
687-6962

LU
283.1070 >
346.8096 j
225-2725 <
739-4911 u-)

443-3008 5
383-4701 W
237-7731 -1
557-1877.,
277-1231.1.Z.
744-1330iist.
573-357E9 el;
472-151:: :.
558-4051
965-4535
458-4861
576.2100
'532.6979
544.4816
948-7720
257.3429
516-4300
770-4148
463-4731
648.4065
901-5293
654-4523
732-564
662-733._,
842-7439

OUTOFSTATE FIELD OFFICES
Sacramento (Hqtrs.)
Chicago, Illinois
New York, N.Y.

1820 14th Street, 95814
150 North Wacker Drive, Room 1400, 60606
675 Third Avenue, Room 520, 10017

916 322.2010
312 782-7253
212 697-4680
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GA -1097-F(1-74)
LEGISLATIVE BILL ANALYSIS

State Board of Equalization
Department of Business Taxes

Bill Number Assembly Bill 2057 Date March 6, 1987

Author Tanner Tax Sales and Use

Board Position Related Bills AB2050/SB71

BILL SUMMARY:

This bill would add Section 1793.25 to the Civil Code to
require the board to reimburse the manufacturer of a new motor
vehicle for an amount equal to the sales tax which the
manufacturer includes in making restitution to the buyer of the
new motor vehicle upon receipt of satisfactory proof that the
retailer of that motor vehicle has paid the sales tax to the
state on the retail sale of that motor vehicle.

Section 1793.2 of the Civil Code would be amended to add
paragraph (2) to subdivision (d) to provide that if the
manufacturer or its representative in this state is unable to
service or repair a new motor vehicle to conform to the
applicable express warranties after a reasonable number of

attempts, the manufacturer is required, at the option of the
buyer, either to replace the new motor vehicle or make
restitution to the buyer. Any restitution made to the buyer
can be reduced by that amount directly attributable to use by
the buyer prior to the discovery of the nonconformity.

The bill would also add Chapter 20.5 to Division 3 of the
Business and Professions Code to require the Bureau of
Automotive Repair to establish a program for the certification
of third party dispute resolution processes pursuant to
regulations adopted by the New Motor Vehicle Board. It would
also create the Certification Account within the Automotive
Repair Fund, to be funded by fees imposed on manufacturers and
distributors pursuant to the bill and collected by the New
Motor Vehicle Board, to be expended upon appropriation by the
Legislature to pay the expenses of the bureau under the bill.

ANALYSIS

In General

Existing law provides that the amount upon which tax is

computed does not include the amount charged for merchandise
returned by customers if the full sales price, including that
portion designated as "sales tax" is refunded either in cash or
credit and the customer, in order to obtain the refund or

credit, is not required to purchase other property at a price
greater than the amount charged for the property that is

returned. Refund or credit of the entire amount is deemed to
be given when the purchase price, less rehandling and
restocking costs, is refunded or credited to the customer.
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Assembly Bill 2057 Page 2

Existing law also provides that the amount upon which the
tax is computed does not include the amount credited or
refunded by the seller to the consumer on account of defects in
merchandise sold to the consumer. If, however, defective
merchandise is accepted as part payment for other merchandise
and an additional allowance or credit is given on account of
its defective condition, only the amount allowed or credited on
account of defects may be excluded from taxable gross
receipts. The amount allowed as the "trade in" value must be
included in the measure of tax.

In addition, existing law provides that any overpayment of
sales taxes must be refunded to the person who paid those taxes
to the state.

BACKGROUND

A similar bill, AB 3611 of the 1985-86 session failed to
pass the Legislature.

Effective January 1, 1983, the Legislature amended Section
1793.2 of the Civil Code to incorporate legislation commonly
known as the California "Lemon Law". The law provides an 0
arbitration process for disputes between manufacturers and 5
consumers of new cars purported to have major manufacturing
defects. If the mediator rules in favor of the consumer, the
manufacturer is required by law to either replace the
automobile or reimburse the purchase price less an amount
attributable to use prior to the discovery of the defect.

w

This arbitration process raises sales and use tax questions
as to the availability of the deduction for returned
merchandise and/or defective merchandise. The dealer who sold 0
the defective motor vehicle to the buyer may not be eligible
for either of the deductions iE,the defective motor vehicle is
returned to the manufacturer or some other dealer and the
manufacturer or some other dealer replaces the motor vehicle or a

+imamreimburses the buyer for the purchase price, assuming of course .1

that the dealer and the manufacturer are separate legal 'an

entities.

COMMENTS

a. Enactment of this bill will result in insignificant
administrative costs being incurred by the Board in notifying
taxpayers and informing the board staff of the provisions of
this bill.

Analysis Prepared by: Darlen Hendrick 322-1637
Contact: Margaret Shedd Boatwj gh

April 3, 1987
0238K
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STATE BOARD OF EQUALIZATION - LEGISLATIVE OFFICE

BILL ANALYSIS ACTION

Date: September 10, 1987

Bill No: Assembly Bill 20 7 Date Amended: 9/4/87

Author: Tanner Tax: Sales and Use

Position: Neutral Related Bills: AB2050/SB71

[ ]

[ ]

[X]

[X]

COMMENTS:

We have no interest in the bill in its present form
and will not prepare an analysis.

We are following the bill but have no comment on its
present form.

The current amendments do not affect our previous
analysis.

See CoMments

The September 4, 1987 amendment incorporates certainprovisions of Assembly Bill 276 in order to prevent this billfrom chaptering out the amendments made by Assembly Bill 276 inthe event that it is enacted prior to Assembly Bill 2057.

Please direct further inquiries to: N rgaret Shedd Bo tw ight
(322-3276)

0321F

130E-9
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JOHN K. VAN DE KAMP
Attorney General

State of California
DEPARTMENT OF JUSTICE

September 17, 1987

Honorable George Deukmejian
Governor, State of California
State Capitol, First Floor
Sacramento, California 95814

1515 K STREET, SUITE 511
P.O. BOX 944255

&SACRAMENTO 94244-2550
(916) 445-9555

Attn: Bob Williams

Dear Governor -Deukmejian:

AB 2057 {Tanner) -==Warranties: New Motor Vehicles

The Attorney General's Office urges you to sign AB 2057.

This bill addresses a number of problems which have
developed under the "lemon law" regarding defective new
cars.

Enacted in 1982, the lemon law basically provides that if a
manufacturer is unable to fix a defective new motor vehicle,
then the buyer is entitled to either a replacement or
reimbursement. One of the major problems to date with the
law is that the mechanisms established by many manufacturers
for resolving customer disputes have not complied with the
minimum statutory criteria for such procedures. Moreover,
even where the statutory -criteria have been met poor
decisions are often rendered because arbitrators are not
trained in warranty law or do not have authority to order
independent, expert examination of the vehicle.

AB 2057 will make the third -party dispute resolution process
a more effective procedure for resolving these cases by: (a)
authorizing the Bureau of Automotive Repair to approve the

particular approach, selected by each manufacturer; (b)

requiring arbitrators to be familar with applicable warranty
law; and (c) authorize arbitrators to obtain independent,
expert inspection of the vehicle.

Additionally, the bill substantially strengthens other areas
of the lemon law by: (a) permitting the buyer to request a
refund of the purchase 'price instead of being required to
accept a new vehicle from the manufacturer; (b) providing a
specific formula for determining the buyer's liability for

LIS - 22
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Honorable George Deukmejian
September 17, 1987
Page 2

use of the vehicle prior to discovery of the defect; and
(c) providing potential treble damages, in the court's
discretion, in any action where the manufacturer breached
the warranty and failed to provide a qualified third -party
process for resolving the consumer's dispute. If there is
an arbitration program, there would be no penalties.

We have now had five years of experience with the lemon law.
AB 2057 address the major problems which have arisen to
date, giving consumers who purchase defective new cars
effective remedies against manufacturers who either will not
or can not comply with their warranties. The bill is
important to all of California's consumers.

We ur to sign the measure.

V yours,

JO
6 14DE KAMP

At neral

LEN SU
Senior Assistant Attorney General
(916) 324-5477

AS:er/ckm/lac
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MARIAN W LA FOLLETTE, VICe Chair

LHARLESW BADER

BILL BRADLE r

:LOYD G CONNELLY
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.GERALD N FELANDO

TUM HA e TEN
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CALIFORNIA LEGISLATURE

ASSEMBLY COMMITTEE

on

ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS

STATE CAPITOL
(916) 445-0991

CHAIRWOMAN

SALLY TANNER

August 24, 1987

Honorable John Van de Kamp
Attorney General
1515 K Street, Suite 511
Sacramento, California 95814

Dear John:

ARNOLD PETERS

PRINCIPAL CONSULTANT

DOROTHY RICE

SENIOR CONSULTANT

WINIFRED SCHNEIDER

COMMITTEE SECRETARY

I would like to express my appreciation for the immense
amount of help that two members of your Los Angeles professional
staff - Ms. Susan Giesberg and Mr. Ronald Reiter - are giving me
on my AB 2057. The bill revamps the California "Lemon" law and
gives purchasers of new automobiles specific rights of redress
against auto manufacturers who sell them defective "lemons". It

is in my view one of the more important consumer protection bills
of this legislative session.

Needless to say, the bill has been controversial and was
until recently strongly opposed by the auto manufacturers.
Sue Giesberg and Ron Reiter have been invaluable in making
suggestions, providing draft language, explaining the
implications of the bill to the legislative committees and
assisting in negotiations with both the supporters and opponents
of the bill.

It is rare to find assistance on a bill that is as
professional and competent as that which they have provided.
Their assistance has helped me write a bill that is fair, tough
and of significant help to the consumer. It has been a genuine
pleasure to work with them.

ST:amf

Sincerely,

SALLY Tp1VNER
AssembYywoman, 60th Assembly District

A -3
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JOHN K, VAN DE RAMP
Attorney General

2'd IS:VI L8/01/8
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State of California
DEPARTMENT OF JUSTICE

STATEMENT

Tanner)
Warra Motor Vehicles

MOM&

3580 WILSHIRE BOULFNMID, ROOM 800
LOS ANGELES 90010

(213) 738-2304

,Cover the past two years, the Attorney General's Office
has heard from hundreds of frustrated new car buyers who cannot
get manufaturers to fix defects or replace or buy back "lemons."

'Current law requires that a manufacturer honor its

written,w4rranties. If a manufacturer is unable to correct a
def, btive new motor vehicle within a reasonable number of

tempts,then the manufacturer must replace the vehicle or

reimburse the buyer. A manufacturer may establish an arbitration

procedure to resolve warranty disputes.

The Attorney General's Office has looked at each of the
arbitration programs in California. In many cases, these
programs are not fair and impartial. For example, employees of
the manufacturer may be involved in the decision -making process.
Arbitrators often are not instructed in California's warranty law
and make decisions contrary to law. In addition, arbitrators
have limited power to order an independent expert examination of

a "lemon" vehicle and have to rely on the manufacturer's
technical evaluation.

Abp 2057 strengthens arbitration programs by
incorporatin6 into their framework safeguards to ensure a fair

and impartial\arbitration. The bill also permits the Bureau of
Automotive Repair to certify that an arbitration program complies

with statutoty'requirements.

Adrtionally, the bill allows a -court in its discretion

az eto impose nglty on a manufacturer which fails to honor its

warranty, fable to correct defects within a reasonable number of
attempts, fails to replace or buy back a "lemon" vehicle, and
requires a buyer to go tocourt to resolve the dispute. The
penalty amount is limited to twice the amount of actual damages.
But, no penalty can be awarded if the manufacturer maintains an
arbitration program that substantially complies with statutory
requirements.

G

w
0

w

H
w
z

w
z

w

,I;

2169



E' d ld101 6 'd IS:VI L8/171/80 1be13N39 AllU tai WONd

-2-

California is not alone in trying to resolve this,

growing area of discontent with new motor vehicle warranty

problems. Eight other states have already enacted far stronger
"lemon" laws and have set up state -run arbitration programs.
Four other states have statutes or pending legislation similar to

AB 2057.

The Attorney General's Office urges your "aye" vote on

AB 2057,
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JOHN K. VAN DE KAMP State of California
Attorney General DEPARTMENT OF JUSTICE

July 13, 1987

Honorable Bill Lockyer
Chairman, Senate Judiciary
State Capitol, Room 2032
Sacramento, California 95814

Dear Senator Lockyer:

AB 2057 (Tanner) - Warranties: New Motor Vehicles

1515 K STREET, SUITE 511
P.O. BOX 944255

SACRAMENTO 94244-2550
(916) 445-9555

The Attorney General's Office urges you to support AB 2057, which
will be heard by the Judiciary Committee on July 14.

This bill addresses a number of problems which have developed
under the "lemon law" regarding defective new cars.

Enacted in 1982, the lemon law basically provides that if a
manufacturer is unable to fix a defective new motor vehicle, then
the buyer is entitled to either a replacement or reimbursement.
One of the major problems to date with the law is that the
mechanisms established by many manufacturers for resolving
customer disputes have not complied with the minimum statutory 5
criteria for such procedures. Moreover, even where the statutory
criteria have been met poor decisions are often rendered because
arbitrators are not trained in warranty law or do not have H

authority to order independent, expert examination of the
vehicle.

AB 2057 will make the third -party dispute resolution process a
more effective procedure for resolving these cases by: (a)
authorizing the Bureau of Automotive Repair to approve the
particular approach selected by each manufacturer; (b) requiring 0

arbitrators to be familar with applicable warranty law; and (c)
authorize arbitrators to obtain independent, expert inspection of
the vehicle. 111,

Sian
Additionally, the bill substantially strengthens other areas of
the lemon law by: (a) permitting the buyer to request a refund
of the purchase price instead of being required to accept a new
vehicle from the manufacturer; (b) providing a specific formula
for determining the buyer's liability for use of the vehicle
prior to discovery of the defect; and (c) providing treble
damages in any action where the manufacturer breached the
warranty and failed to provide a qualified third -party process
for resolving the consumer's dispute.
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Honorable Bill Lockyer
Page 2

We have now had five years of experience with the lemon'law.
AB 2057 address the major problems which have arisen to date,
giving consumers who purchase defective new cars effective
remedies against manufacturers who either will not or can not
comply with their warranties. The bill is important to all of
California's consumers; we urge your support.

Very yours,

JO N DE KAMP
At General

A LEN SUMNER
Senior Assistant Attorney General
(916) 324-5477

AS:er/ckm

- 1-
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BILL NO.: AB 2057

DEPARTMENT OF JUSTICE
BILL ANALYSIS

DATE: July 9, 1987

ANALYST: Ronald A. Reiter

AUTHOR: Tanner BRANCH/SECTION: Consumer

DATE LAST AMENDED: 6-11-87 TELEPHONE: (213) 736-2159

I. CURRENT LAW

The Song -Beverly Consumer Warranty Act provides that, if the
manufacturer is unable to conform goods to the standards of
the manufacturer's express warranty within a reasonable
number of service or repair attempts, the manufacturer must
either replace the goods or reimburse the buyer for the
purchase price less an amount attributable to the buyer's
use of the product prior to the discovery of the
nonconformity. Song -Beverly creates a presumption that a
reasonable number of repair attempts of a motor vehicle have
occurred if, within one year from delivery to the buyer or
12,000 miles, whichever occurs first, either the same
problem has been subject to repair four or more times by the
manufacturer or the vehicle is out of service for repair for
a cumulative total of more than 30 days since delivery of
the vehicle. A manufacturer is permitted, but not required,
to establish a qualified third party dispute resolution
process to arbitrate a buyer's claim that a vehicle does not
conform to the manufacturer's express warranty. If the
manufacturer establishes a qualified process, the buyer must
submit his or her claim to the third party process to
invoke the presumption regarding what is a reasonable number
of repair attempts. The buyer may assert the presumption in
court only if (a) a third party process does not exist, (b)

the buyer is dissatisfied with the third party decision, or
(c) the manufacturer neglects to promptly fulfill the terms
of the third party's decision. These statutory provisions
are popularly referred to as the "lemon law."

The lemon law establishes that a qualified third party
dispute resolution process must (a) comply with minimum
requirements established by the Federal Commission for
informal dispute resolution procedures, (b) render decisions
which are binding on the manufacturer if the buyer elects to
accept the decision, and (c) prescribe a reasonable time not
to exceed 30 days within which the manufacturer must fulfill
the terms of the decision.

1.
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II. CHANGE MADE BY BILL

This bill would authorize the Bureau of Auttmotive Repair to
certify that the third party dispute resolution process
complies with the minimum requirements established by Song-
Beverly. The certification procedure would be funded from a
$1 fee for each new vehicle sold, leased, or distributed in
this state.

The bill also expands and clarifies some of the provisions
'of the lemon law. For example, the bill would permit a
buyer to elect reimbursement in lieu of replacement if a
manufacturer is unable to conform a new vehicle to express
warranty specifications. The bill establishes a formula for
determining the buyer's obligation to the manufacturer for
the use of a vehicle prior to discovery of the defect. The
bill also provides for the reimbursement of sales tax,
official fees, and incidental damages such as towing and
rental car costs. The manufacturer would be able to recover
the sales tax from the state.

In addition, modifications are made to the third party
dispute resolution process. For example, arbitrators would
receive copies of applicable warranty law and would be able
to request an expert to provide a written report on the
condition of a non -conforming motor vehicle at no cost to
the buyer.

Significantly, the bill provides that a buyer may recover
treble damages in a breach of warranty action against the
manufacturer if the manufacturer fails to rebut the
presumption that it did not repair the vehicle in a
reasonable number of attempts and if the manufacturer either
does not maintain a qualified third party process or its
third party process willfully fails to comply with required
procedures in the buyer's case.

III. ANALYSIS

The existing lemon law was supposed to provide new car
buyers with an efficient and economical forum for the
resolution of warranty disputes. The law, however, has not
worked well.

Some third party resolution mechanisms established by
manufacturers did not comply with minimum statutory
criteria. Manufacturers, however, did not violate the law
because they were not required to establish any third party
dispute resolution processes; the third party procedure is
entirely permissive. Even if statutory criteria were met,
third party processes often have rendered decisions that
were contrary to law because arbitrators are not trained in,
and were not even provided copies of, applicable warranty
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law. In addition, almost all cases involve technical
disputes, and frequently the only expert testimony is
provided by the manufacturer in its own behalf. Consumers
are usually unable to afford any expert analysis and,
arbitrators usually have no power to order an independent
expert examination of the vehicle.

Furthermore, apparently favorable results to a consumer
often were costly and impractical. For example, if a third
party process ruled that the manufacturer failed to correct
defects, the manufacturer would not refund the purchase
price but would attempt to replace the vehicle. The
replacement vehicle would be a later model car, and the
buyer would be required to pay the price increase between
the new model and the originally purchased vehicle. In
addition, the buyer would often be required to pay a
substantial amount for the use of the non -conforming vehicle
prior to the discovery of the defect. Consequently, a
consumer might be unable to afford a successful arbitration
result.

In recent years, some manufacturers have abandoned the use
of third party dispute resolution processes. As a result,
the availability of an efficient and economical alternative
to court action in new vehicle warranty disputes has largely
evaporated. Consequently, the intended salutary effects of
the original lemon law have not occurred.

This bill provides some significant improvements to the
third party resolution procedure and the substantive law
determining the manufacturer's liability for its failure to
meet its express warranties. If a buyer is successful in
establishing that the manufacturer failed to conform a
defective vehicle to express warranties within a reasonable
number of attempts, the buyer can insist on a refund of the
purchase price instead of a new vehicle. The bill more
clearly specifies what must be done if the manufacturer
replaces a vehicle and provides a description of items of
cost which must be refunded to a buyer if a refund is
ordered. In addition, the bill specifies a formula for
determining the buyer's liability for vehicle use prior to
the buyer's discovery of the nonconforming defect.

The bill, moreover, makes helpful procedural reforms.
Arbitrators assigned to decide disputes must be provided
with copies of, and instruction in, applicable warranty law.
Also, arbitrators can request an inspection and written
report on the condition of a nonconforming motor vehicle, at
no cost to the buyer, by an automobile expert who is
independent of the manufacturer. This report can be
critically significant in many cases involving technical
disputes. The certification process will remove proof
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problems regarding whether a third party process meets
statutory criteria.

One of the most significant aspects of the bill is the
provision of an incentive to manufacturers to establish a
voluntary qualified third party dispute resolution process.
The bill provides for treble damages to a buyer who brings
an action against a manufacturer which both breaches its
warranty to the consumer and fails to provide a qualified
third party process for the resolution of the consumer's
dispute.

The Legislature could easily provide a treble damage remedy
against manufacturers which sell defective vehicles, fail to
fix them within a reasonable period of time, and fail to
replace the vehicle or reimburse the purchaser for its
purchase price. Given the importance of cars to our society
and the substantial financial commitment Californians must
make to purchase new cars, the failure of a manufacturer to
honor its warranties within a reasonable number of repair
attempts can easily be viewed as improper. Indeed, the
conduct may be oppressive, especially considering the harm
caused to new car purchasers from the inconvenience,
aggravation, loss of time, possible loss of earnings, and
physical hazard from possible safety defects.

The bill, however, does not simply impose treble damages for
the manufacturer's failure to meet its warranty obligation.
The bill permits the manufacturer to escape the treble
damage penalty for its failure to meet its warranty
obligations by allowing the manufacturer to establish a
qualified third party dispute resolution process. At the
very least, this incentive has the laudable objectives of
providing an efficient and economical forum for the new car
buyer and diverting cases from congested court calendars to
an alternative dispute resolution procedure.

The manufacturers contend that the treble damage remedy is
unconstitutional because it forces the manufacturer to
arbitrate disputes. However, the third party process is
voluntary and a manufacturer which does not maintain a third
party process is liable for treble damages if the buyer
proves that the manufacturer breached its warranty
notwithstanding a reasonable number of repair attempts to
correct a nonconformity. Thus, the voluntary maintenance of
a third party process is a way for manufacturers to escape
treble damages for their breach of warranty. While the
treble damage remedy will animate manufacturers to adopt a
third party process, the remedy is not a penalty which would
unconstitutionally coerce mandatory arbitration.

4.
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IV. RECOMMENDATION

A. The office should vigorously support this measure which
is intensely opposed by motor vehicle manufacturers.

RONALD A. REITER
Deputy Attorney General

RAR:vh

cc: Andrea S. Ordin
Herschel T. Elkins

5.
AG -17-
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VOLUME ONE

DARRYL R. WHITE
Secretary of the Senate

Compiled by
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1987 SUMMARY DIGEST 457

Ch. 1279 (AB 802) Killea. Transit: San Diego County.
(1) Under the Mills-Deddeh Transit Development Act, the San Diego Metropolitan

Transit Development Board is created with specified duties and powers.
This bill would delete obsolete language and make a clarifying change in provisions

relating to the board.
(2) Existing law assigns to the board responsibility for transportation planning and for

the construction and operation of public transit systems and related transportation
facilities and services in portions of San Diego County.

This bill would authorize the board to contract with the county and with cities in its
area of jurisdiction to license or to regulate by ordinance any transportation services
rendered within the unincorporated area of the county or within the limits of a contract-
ing city, and would require the board to levy fees to recover the cost of licensing and
regulating those services.

Ch. 1280 (AB 2057) Tanner. Warranties: new motor vehicles.
(1) Existing law imposes various duties upon manufacturers making express warran-

ties with respect to consumer goods, including the duty to replace the goods or reim-
burse the buyer, as specified, if the goods are not repaired to conform to those warranties
after a reasonable number of attempts. Existing law also prohibits a buyer of such goods
from asserting a presumption that a reasonable number of attempts have been made to
conform a new motor vehicle, as specified, unless the buyer first resorts to a third party
dispute resolution process, as defined, following notice that such a process is available.

This bill would revise the provisions relating to warranties on new motor vehicles to
require the manufacturer or its representative to replace the vehicle or make restitu-
tion, as specified, if unable to conform the vehicle to the applicable express warranties
after a reasonable number of attempts. The bill would, on July 1, 1988, revise the
definitions of "motor vehicle," "new motor vehicle," and "qualified third -party dispute
resolution process" and define the term "demonstrator" for these purposes, and require
the Bureau of Automotive Repair to establish a program for the certification of third -
party dispute resolution processes pursuant to regulations adopted by the New Motor
Vehicle Board, as specified. The bill would prohibit the sale or lease of a motor vehicle
transferred by a buyer or a lessee to a manufacturer for a nonconformity, as defined,
except as specified. The bill would also make related changes.

The bill would, on July 1, 1988, create the Certification Account within the Automotive
Repair Fund, to be funded by fees imposed on manufacturers and distributors pursuant
to the bill and collected by the New Motor Vehicle Board, as specified, to be expended
upon appropriation by the Legislature to pay the expenses of the bureau under the bill.

(2) Existing law authorizes the award of court costs and attorney's fees to a consumer
who prevails in a warranty action.

This bill would require the award of court costs and attorney's fees to consumers who
prevail in such actions, and would also authorize the award of civil penalties, as specified,
against certain manufacturers. Existing law provides for the disposition of moneys in the
Retail Sales Tax Fund.

This bill would provide for reimbursement from the Retail Sales Tax Fund to a
manufacturer of a new motor vehicle for an amount equal to the sales tax involved when
the manufacturer makes restitution to a buyer under the bill, thereby making an appro-
priation.

(3) The bill would appropriate $25,334 from the Motor Vehicle Account in the State
Transportation Fund to the New Motor Vehicle Board for reimbursement to the Depart-
ment of Motor Vehicles for expenses incurred in carrying out provisions of the act, and
would provide for the repayment of that amount, as specified.

(4) This bill would incorporate additional changes in Section 7102 of the Revenue and
Taxation Code, proposed by AB 276, to be operative only if AB 276 and this bill are both
chaptered and become effective January 1, 1987, and this bill is chaptered last.

Ch. 1281 (SB 512) Ellis. On -premises advertising displays.
Under existing law, with specified exceptions, no on -premises advertising displays, as

defined, may be compelled to be removed or abated by any city or county ordinance

NOTE: Superior numbers appear as a separate section at the end of the digests.
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CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, and to repeal Section
1795.8 of, the Civil Code, and to amend Section 4453 of, and
to add Sections 11713.10, 11713.11, and 11713.12 to, the Vehicle
Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as introduced, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive

Consumer
Notification Act, require the seller of a vehicle to

include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This -bill would -revise and recast the Automotive Consumer
Notification Act within the provisions of the Vehicle Code.

.The -bill would..require -the- manufacturer to retitle specified
defective vehicles in its name, request the Department of

Motor Vehicles- toinscribe the ownership certificate with a
specified notation,. aft---a----specified notice to the left
doorframe-of---the-vehicle, deliver=-a= specifiednotice to the
buyer -of the.vehicle, and obtain the buyer's acknowledgment.
The bill would provide that it shall apply only to vehicles
reacquired by a manufacturer on or after the effective date

ro iVi LEGISLATIVE INTENT SAIL (800) 666-1917
...* 0ai0 2180



AB 1381 -2 -
of the act. The bill would make legislative findings anddeclarations. The bill would also make conforming changes.By creating new infractions under the provisions of theVehicle Code, this bill would impose a state -mandated localprogram.

The California Constitution requires the state to reimburselocal agencies and school districts for certain costs mandatedby the state. Statutory provisions establish procedures formaking that reimbursement.
This bill would provide that no reimbursement is requiredby this act for a specified reason.
Vote: majority. Appropriation: no. Fiscal committee: yes.State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.25 of the Civil Code is2 amended to read:
3 1793.25. (a) Notwithstanding Part 1 (commencing4 with Section 6001) of Division 2 of the Revenue and5 Taxation Code, the State Board of Equalization shall6 reimburse the manufacturer of a new motor vehicle for7 an amount equal to the sales tax which the manufacturer8 pays to or for the buyer when providing a replacement
9 vehicle pursuant to subparagraph (A) ofparagraph (2)10 of subdivision (d) ofSection 1793.2 or includes in making

11 restitution to the buyer pursuant to subparagraph (B) of12 paragraph (2) of subdivision (d) of Section 1793.2, when
13 satisfactory proof is provided that the retailer of the14 motor 'vehicle for which the manufacturer is making15 restitution has reported and paid the sales tax on the gross16 receipts from the sale of that motor vehicle and the17b1manufacturer provides satisfactory proof that it has18 complied with theprovisions ofsubdivision (b) of Section19 11713.10 of the Vehicle Code. The State Board of20 Equalization may adopt rules and regulations to carry21 out, facilitate compliance with, or prevent circumvention22 or evasion of, this section.

23 (b) Nothing in this section shall in any way change the24 application of the sales and 11CP p/ to the
117afei LEGISLAH

-3 -- AB 1381

1 and the sales price from the sale, and the storage, use, or
2 other consumption, in this state or tangible personal
3 property pursuant to Part 1 (commencing with Section
4 6001) of Division 2 of the Revenue and Taxation Code.
5 (c) The manufacturer's claim for reimbursement and
6 the board's approval or denial of the claim shall be subject
7 to the provisions of Article 1 (commencing with Section
8 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
9 and Taxation Code, except Sections 6902.1, 6903, 6907, and

10 6908 thereof, insofar as those provisions are not
11 inconsistent with this section.
12 SEC. 2. Section 1795.8 of the Civil Code is repealed.
13 4-195-.47 +a* The begislature finds and deelares that
14 the expansion of state warranty laws eevering new and
15 used ears has given important and valuable protection to
16 eensurfterst that in states without this fable warranty
17 protection used and irreparable meter vehicles are
18 inundating the marketplace; that ether states have
19 addressed this prel3lem by requiring rietiees en the titles
20 of these vehicles warning eeftsumers that the meter
21 vehieles were repurchased by a defiler or manufacturer
22 because cithcr the vehiele could net be repaired in a
23 reasertable length of time er the dealer Of manufacturer
24 was net willing to repair the Yehiele; that these netiees
25 serve the interests of eerksumers who have a right to
26 information relevant to their buying deeisierit and that
27 the disappearanee of these netiees upon the transfer of
28 title frefft another state to this state eneeurages the
29 transport of "lemons" to this state far sale to the drivers
30 of this state; Therefore; the begiskttere hereby enacts the
31 Autemetive Ger:sumer Notification Aet,
32 (A)) Fef purposes of this section, "dealer" means any
33 persen engaged in the business of selling offering for sale;
34 or ftegetiatittg the retail sale of used meter vehicles er
35 selling meter vehicles as a broker er agent for another;
36 including the effieers; agents; and employees of the
37 persen and any eeinbinatien er asseeiatien of dealers,
38 q)-ealer'2 dues net include a bank Of ether financial
39 institution; or the state; its agencies; bureaus; beards;

E
40(8u.eamikyisant authorities; er any of its petit -teal

u)
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1 subdivisions. A perseo shall be deemed to be engaged in
2 the business of sell g wed meter vehieles if the person
3 has seld mere than fear used meter vehieles *e the
4 preeeding 441 months:
5 (c) Arty person; iftteluding any dealer er rftanufaeturer,
6 selling a meter vehicle in this state that is known or should
7 be klieideft to have been required by law to be replaeed Of
8 required by law to be accepted for restitution by a
9 manufacturer due to the inability ef the martuffteturer to

10 eenferm the velliele to applieable warranties pursuant to
11 91:1134M9iefl (d) of Section 4;93:2 Of that is known Of
12 should be known to have beers required by law to be
13 replaeed or required by law to be accepted for rest-itut-ierk
14 by a dealer er rthanuffteturer due to the inability of the
15 dealer er martuffteturer to eenfertn the ieehiele to
16 warranties required by any ether applieable law of this
17 state; any ether state; er federal law shell diselese that fact
18 to the buyer in writing prier to the purchase and a dealer
19 er manufaeturer shall irielude as part of the titling
20 doeurftents of the vehicle the fallowing diselesure
21 statement set forth as a separate doeurftent and signed by
22 the buyers
23 THIS MOTOR VEHICLE HAS BEEN RETURNED
24 TO THE DEALER OR MANUFACTURER DUE TO 4mks
25 DEFECT IN THE VEHICLE PURSUANT TO lip
26 CONSUMER WARRANTY LAWS."
27 -(4)- The diselesure requirement in subdivision (e-) is
28 cumulative with all ether eel:rat:utter rletiee requirements,
29 end does net relieve any person; including any dealer er
30 manufaetiirer; from with any ether applieable
31 law; ineluding any requirement of 54:113diViSieft ff+ of
32 Section 1798.22 er eemparable siuterftebile warranty laws
33 ift ether states.
34 SEC. 3. Section 4453 of the Vehicle Code is amended IV
35 to read:
36 4453. (a) The registration card shall contain upon its
37 face, the date issued, the name and residence or business
38 address of the owner and of the legal owner, if any, the
39 registration number assigned to the vehicle, and a

.:,,,WEGISLATIVE INTENT SE
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1 description of the vehicle as complete as that required in
2 the application for registration of the vehicle.
3 (b) A motor vehicle of a type included in this

4 subdivision shall be identified as such on the face of the
5 registration card, whenever the department is able to
6 ascertain that fact, at the time application is made for

7 initial registration or transfer of ownership of the vehicle.

8 (1) A motor vehicle rebuilt and restored t o operation
9 which was previously declared to be a total loss salvage

10 vehicle because the cost of repairs exceeds the retail value

11 of the vehicle.
12 (2) A motor vehicle rebuilt and restored to operation
13 which was previously reported to be dismantled pursuant
14 to Section 11520.
15 (3) A motor vehicle previously registered to a law

16 enforcement agency and operated in law enforcement
17 work.
18 (4) A motor vehicle formerly operated as a taxicab.

19 (5) A motor vehicle outside of the
20 United States and not intended by the manufacturer for

21 sale in the United States.
22 (6) A park trailer, as described in subdivision (b) of

23 Section 18010 of the Health and Safety Code, which when
24 moved upon the highway is required to be moved under
25 a permit pursuant to Section 35780.
26 (7) A motor vehicle returned to a dealer er
27 manufacturer pursuant tea eertsurfter warranty law due

28 tea defeet; Meluding vehieles with eutiefistlate titling
29 deeumetits that refleet a return, that hasbeen reacquired
30 under circumstances described in subdivision (b) of
31 Section 11713.10, a vehicle with out-of:state titling
32 documents reflecting a warranty return, or a vehicle that
33 has been identified by an agency of another state as
34 requiring a warranty return title notation, pursuant to the
35 laws of that state. The notation made on the face of the
36 registration and pursuant to this subdivision shall state
37 "lemon buy back."
38 (c) The director may modify the form, arrangement,
39 and information appearing on the face of the registration
40 card. and may provide for standardization and

(800) 666-1917
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1 abbreviation of fictitious or firm names on the
2 registration card whenever the director finds that the
3 efficiency of the department will be promoted by so
4 doing, except that general delivery or post office box
5 numbers shall not be permitted as the address of the
6 registered owner unless there is no other address.
7 SEC. 4. Section 11713.10 is added to the Vehicle Code,
8 to read:
9 11713.10. (a) The Legislature finds and declares that

10 the expansion of state warranty laws covering new and
11 used cars has given important and valuable protection to
12 consumers; that in states without this valuable warranty
13 protection used and irreparable motor vehicles are
14 inundating the marketplace; that other states have
15 addressed this problem by requiring notices on the title
16 of these vehicles or other notice procedures to warn
17 consumers that the motor vehicles were repurchased by
18 a dealer or manufacturer because either the vehicle could
19 not be repaired in a reasonable length of time, a
20 reasonable number of repair attempts, or the dealer or
21 manufacturer was not willing to repair the vehicle; that
22 these notices serve the interests of consumers who have
23 a right to information relevant to their buying decisions;
24 and that the disappearance of these notices upon the
25 transfer of title from another state to this state encourages
26 the transport of "lemons" to this state for sale to the
27 drivers of this state. Therefore, the Legislature hereby
28 enacts the Automotive Consumer Notification Act.
29 (b) Any manufacturer who reacquires or assists a
30 dealer to reacquire a vehicle registered in this state, any
31 other state, or a federally administered district shall, prior
32 to any resale, lease, or transfer of the vehicle in this state,
33 cause the vehicle to be retitled in the name of the
34 manufacturer; request the department to inscribe the
35 ownership certificate with the notation "lemon buy
36 back"; and affix a notice to the left doorframe of the
37 vehicle in accordance with the provisions of Section
38 11713.12, in either of the following circumstances:
39 (1) The vehicle was required, pursuant to a court
40 order or a decision rendered through a third -party

 1/./LEGISLATIVE INTENT SE, 
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1 dispute resolution process, to be replaced or accepted for
2 restitution by the manufacturer due to the inability of the
3 manufacturer to conform the vehicle to an express
4 warranty of the manufacturer.
5 (2) Within one year from delivery of a new vehicle to
6 the buyer or lessee or 12,000 miles on the odometer of the
7 vehicle, whichever occurs first, either (A) the vehicle was
8 the subject of four or more attempts by the manufacturer
9 or its agents to repair the same nonconformity or (B) the

10 vehicle was out of service by reason of repair of
11 nonconformities by the manufacturer or its agents for a
12 cumulative total of more than 30 calendar days since
13 delivery of the vehicle to the buyer.
14 (c) Any manufacturer who reacquires or assists a
15 dealer to reacquire a vehicle to resolve an express
16 warranty dispute between the buyer or lessee and the
17 manufacturer shall, prior to resale, execute and deliver to
18 the subsequent buyer a notice and obtain the buyer's
19 written acknowledgment of a notice, as prescribed
20 Section 11713.11.
21 (d) Any dealer who knowingly purchases for resale a
22 vehicle that has been reacquired in order to resolve an
23 express warranty dispute between the last retail owner of

24 the reacquired vehicle and the vehicle's manufacturer
25 shall, prior to resale, execute and deliver to the
26 subsequent buyer a notice and obtain the buyer's written
27 acknowledgment of a notice, as prescribed by Section
28 11713.11.
29 (e) The disclosure requirements in subdivisions (c)
30 and (d) are in addition to all other consumer notice
31 requirements and do not relieve any person, including
32 any dealer or manufacturer, from complying with any
33 other applicable law, including any requirement of
34 subdivision (f) of Section 1793.22 of the Civil Code.
35 SEC. 5. Section 11713.11 is added to the Vehicle Code,
36 to read:
37 11713.11. (a) The notice required in subdivisions (c)
38 and (d) of Section 11713.10 shall disclose the following:
39 (1) Year, make, model, and vehicle identification
40 number of the vehicle.

(800) 666-1917
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1 (2) Whether the title to the vehicle has been inscribed2 with the notation "lemon buy back."
3 '(3) The nature of any nonconformity experienced by4 the original buyer or lessee of the vehicle.
5 (4) Repairs, if any, made to the vehicle in an attemptto correct any nonconformity experienced by the original7 buyer or lessee.
8 (b) The notice shall be on a form 8 x 111/2 inches in9 size; printed in no smaller than 10 -point black type on a10 white background. The form shall only contain the11 following information prior to it being filled out by the12 manufacturer or dealer:

13
14 WARRANTY BUY BACK NOTICE
15
16
17 (Check one or both, as applicable)
18
19 [1] This vehicle was reacquired by the vehicle's20 manufacturer in resolution of a warranty dispute21 between the original owner/lessee and the 22 manufacturer.

23 The title to this vehicle has been permanently24 branded with the notation "lemon buy back."
25
26

17417 Mo e1----Year
27

[VIN

28

LEGISLATIVE INTENT SE_sm. 
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Problem(s) Reported by
Original Owner

Repairs Made, if any, to
Correct Reported Problem (s)

Seller's Signature

Buyer's Signature

Co-Buyer's Signature (If applicable)

Date

Date

Date
20
21 (c) A copy of the notice shall be provided to the buyer.
22 SEC. 6. Section 11713.12 is added to the Vehicle Code,
23 to read:
24 11713.12. (a) The notice required by subdivision (b)
25 of Section 11713.10 to be affixed by a manufacturer to the
26 left doorframe of a vehicle shall specify that title to the
27 vehicle has been inscribed with the notation 'lemon buy
28 back."
29 (b) No person shall knowingly remove or alter any
30 notice affixed to a vehicle pursuant to subdivision (a) ,

31 whether or not licensed under this code.
32 SEC. 7. This act shall apply only to vehicles
33 reacquired by a manufacturer on or after the effective
34 date of this act.
35 SEC. 8. No reimbursement is required by this act
36 pursuant to Section 6 of Article XIII 13 of the California
37 Constitution because the only costs that may be incurred
38 by a local agency or school district will be incurred
39 because this act creates a new crime or infraction,
40 eliminates a crime or infraction, or changes the penalty
(800) 666-1917
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1 for a crime or infraction, within the meaning of Section2 17556 of the Government Code, or changes the definition3 of a crime within the meaning of Section 6 of Article4 XIII B of the California Constitution.
5 Notwithstanding Section 17580 of the Government
6 Code, unless otherwise specified, the provisions of this act7 shall become operative on the same date that the act8 takes effect pursuant to the California Constitution.

0
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AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, and to repeal Section
1795.8 of, the Civil Code, and to amend Section 4453 of, and
to add Sections 11713.10, 11713.11, and 11713.12 to, the Vehicle

 Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act within the provisions of the Vehicle Code.

0 The bill would require the manufacturer to retitle specified
defective vehicles in its name, request the Department of
Motor Vehicles to inscribe the ownership certificate with a
specified notation, affix a specified fretiee decal to the left
doorframe of the vehicle, deliver a specified notice to the
buyer transferee of the vehicle, and obtain the biftep:-s

ilk transferee's acknowledgment. The bill would provide for the
E E (800).666-1917
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recovery of damages and costs, including reasonable
attorney's fees, by any person damaged by the failure of a
manufacturer or dealer to comply with these requirements,
as specified. The bill would provide that it shall apply only to
vehicles reacquired by a manufacturer on or after the
effective date of the act. The bill would make legislative
findings and declarations. The bill would also make
conforming changes.

By creating new infractions under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.25 of the Civil Code is
2 amended to read:
3 1793.25. (a) Notwithstanding Part 1 (commencing
4 with Section 6001) of Division 2 of the Revenue and
5 Taxation Code, the State Board of Equalization shall
6 reimburse the manufacturer of a new motor vehicle for
7 an amount equal to the sales tax which the manufacturer
8 pays to, or for the buyer when providing a replacement
9 vehicle pursuant to subparagraph (A) of paragraph (2)

10 of subdivision (d) of Section 1793.2 or Includes in making
11 restitution to the buyer pursuant to subparagraph (B) of
12 paragraph (2) of subdivision (d) of Section 1793.2, when
13 satisfactory proof is provided that the retailer of the
14 motor vehicle for which the manufacturer is making 36
15 restitution has reported and paid the sales tax on the gross 37
16 receipts from the sale of that motor vehicle and the 38
17 manufacturer provides satisfactory proof that it has
18 complied with the provision- -roc; f iIP838_kbr14 kricEtitRra I Eawsoo 
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11713.10 of the Vehicle Code. The State Board of
Equalization may adopt rules and regulations to carry
out, facilitate compliance with, or prevent circumvention
or evasion of, this section.

(b) Nothing in this section shall in any way change the
application of the sales and use tax to the gross receipts
and the sales price from the sale, and the storage, use, or
other consumption, in this state or tangible personal
property pursuant to Part 1 (commencing with Section
6001) of Division 2 of the Revenue and Taxation Code.

(c) The manufacturer's claim for reimbursement and
the board's approval or denial of the claim shall be subject
to the provisions of Article 1 (commencing with Section
6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
and Taxation Code, except Sections 6902.1, 6903, 6907, and
6908 thereof, insofar as those provisions are not
inconsistent with this section.

SEC. 2. Section 1795.8 of the Civil Code is repealed.
SEC. 3. Section 4453 of the Vehicle Code is amended

to read:
4453. (a) The registration card shall contain upon its

face, the date issued, the name and residence or business
address of the owner and of the legal owner, if any, the
registration number assigned to the vehicle, and a
description of the vehicle as complete as that required in
the application for registration of the vehicle.

(b) A motor vehicle of a type included in this
subdivision shall be identified as such on the face of the
registration card, whenever the department is able to
ascertain that fact, at the time application is made for
initial registration or transfer of ownership of the vehicle.

(1) A motor vehicle rebuilt and restored to operation
which was previously declared to be a total loss salvage
vehicle because the cost of repairs exceeds the retail value
of the vehicle.

(2) A motor vehicle rebuilt and restored to operation
which was previously reported to be dismantled pursuant
to Section 11520.

(800) 666-1917
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1 a dealer or manufacturer because either the vehicle could
2 not be repaired in a reasonable length of time, a
3 reasonable number of repair attempts, or the dealer or
4 manufacturer was not willing to repair the vehicle; that
5 these notices serve the interests of consumers who have
6 a right to information relevant to their buying decisions;7and that the disappearance of these notices upon the
8 transfer of title from another state to this state encourages
9 the transport of "lemons" to this state for sale to the

10 drivers of this state. Therefore, the Legislature hereby
11 enacts the Automotive Consumer Notification Act.
12 (b) Any manufacturer who reacquires or assists a
13 dealer to reacquire a vehicle registered in this state, any
14 other state, or a federally administered district shall, prior
15 to any resale, lease, or transfer of the vehicle in this state,
16 cause the vehicle to be retitled in the name of the
17 manufacturer; request the department to inscribe the
18 ownership certificate with the notation "lemon buy
19 back"; and affix a ftetiee decal to the left doorframe of the
20 vehicle in accordance with the provisions of Section
21 11713.12, in either of the following circumstances:
22 (1) The vehicle was required, pursuant to a court
23 order or a decision rendered through a third -party
24 dispute resolution process, to be replaced or accepted for
25 restitution by the manufacturer due to the inability of the
26 manufacturer to conform the vehicle to an express
27 warranty of the manufacturer.
28 (2) Within one year from delivery of a new vehicle to
29 the buyer or lessee or 12,000 miles on the odometer of the
30 30 vehicle, whichever occurs first, either (A) the vehicle was
31 31 the subject of four or more attempts by the manufacturer
32 11713.10. (a) The Legislature finds and declares that 32 or its agents to repair the same nonconformity or (B) the
33 the expansion of state warranty laws covering new and A 33 vehicle was out of service by reason of repair of
34 used cars has given important and valuable protection to V 34 nonconformities by the manufacturer or its agents for a
35 consumers; that in states without this valuable warranty 35 cumulative total of more than 30 calendar days since
36 protection used and irreparable motor vehicles are 36 delivery of the vehicle to the buyer.
37 inundating the marketplace; that other states have 37 (c) Any manufacturer who reacquires or assists a
38 addressed this problem by requiring notices on the title 38 dealer to reacquire a vehicle to resolve an express
39 of these vehicles or other notice procedures to warn 39 warranty dispute between the buyer or lessee and the

iv -r8 rERKLIATAil?AvVE
40 consumers that the motor vPhiro.c pr ma(igaggrivIshall, prior to Teg&1e sale, lease, or other4i L is
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(3) A motor vehicle previously registered to a law. 1

enforcement agency and operated in law enforcement 2
work. 3

(4) A motor vehicle formerly operated as a taxicab. 4
(5) A motor vehicle manufactured outside of the 5

United States and not intended by the manufacturer for 6

(6) A park trailer, as described in subdivision (b) of
78sale in the United States.

Section 18010 of the Health and Safety Code, which when 9
moved upon the highway is required to be moved under 10
a permit pursuant to Section 35780. 11

(7) A motor vehicle that has been reacquired under 12
circumstances described in subdivision (b) of Section 13
11713.10, a vehicle with out-of-state titling documents 14
reflecting a warranty return, or a vehicle that has been 15
identified by an agency of another state as requiring a 16
warranty return title notation, pursuant to the laws of that 17
state. The notation made ori the face of the registration 18
and pursuant to this subdivision shall state "lemon buy 19
back." 20

(c) The director may modify the form, arrangement, 21
and information appearing on the face of the registration 22
card and may provide for standardization and 23
abbreviation of fictitious or firm names on the 24
registration card whenever the director finds that the 25
efficiency of the department will be promoted by so 26
doing, except that general delivery or post office box 27
numbers shall not be permitted as the address of the 28
registered owner unless there is no other address. 29

SEC. 4. Section 11713.10 is added to the Vehicle Code,
to read:

rr j4.111 2188
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1 transfer, execute and deliver to the subsequent beyer
2 transferee a notice and obtain the buyer=s transferee's
3 written acknowledgment of a notice, as prescribed by
4 Section 11713.11.
5 (d) Any dealer who knowingly purchases for resale a
6 vehicle that has been reacquired in order to resolve an
7 express warranty dispute between the last retail owner of
8 the reacquired vehicle and the vehicle's manufacturer
9 shall, prior to resale sale, lease, or other transfer, execute

10 and, deliver to the subsequent buy=er transferee a notice
11 and obtain the buyerLs transferee's written
12 acknowledgment of a notice, as prescribed by Section
13 11713.11.
14 (e) The disclosure requirements in subdivisions (c)
15 and (d) are in addition to all other consumer notice
16 requirements and do not relieve any person, including
17 any dealer or manufacturer, from complying with any
18 other applicable law, including any requirement of
19 subdivision (f) of Section 1793.22 of the Civil Code.
20 (1) (1) Any person damaged by the failure of a
21 manufacturer or dealer to comply with the provisions of
22 this section may bring an action for the recovery of
23 damages and other legal and equitable relief
24 (2) If a buyer, lessee, or other transferee prevails in an
25 action under this section, that person shall recover as part
26 of the judgment a sum equal to the aggregate amount of
27 costs and expenses, including attorney's fees based on the
28 actual time expended, determined by the court to have
29 been reasonably incurred in litigating the matter.
30 (3) The remedies provided by this subdivision are
31 cumulative and shall not be construed as restricting any
32 remedy otherwise available.
33 SEC. 5. Section 11713.11 is added to the Vehicle Code,
34 to read:
35 11713.11. (a) The notice required in subdivisions (c)
36 and (d) of Section 11713.10 shall be prepared by the
37 manufacturer of the reacquired vehicle and shall disclose
38 the following:
39 (1) Year, make, model, and vehicle identification
40 number of the vehicle. . Ody LEGISLATIVE INTENT SE
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(2) Whether the title to the vehicle has been inscribed
with the notation "lemon buy back."

(3) The fifkiire of ee,Aftefkeetifeffeit-y emperienccd by
(3) The nature ofeach nonconformity reported by the

original buyer or lessee of the vehicle.
(4) Repairs, if any, made to the vehicle in an attempt

to correct aty rierteeriferrffity. e*perieti-eed each
nonconformity reported by the original buyer or lessee.

(b) The notice shall be on a form 8 * 8//2 x 11
inches in size; printed in no smaller than 10 -point black
type on a white background. The form shall only contain
the following information prior to it being filled out by the
manufacturer er dealer:

WARRANTY BUY BACK NOTICE

(Check one or both, as applicable)

n This vehicle was reacquired by the vehicle's
manufacturer in resolution of a warranty dispute
between the original owner /lessee and the
manufacturer.

0 The title to this vehicle has been permanently
branded with the notation "lemon buy back." The
nonconformity experienced by the original owner or
lessee has been corrected and the manufacturer warrants
for a one-year period that this vehicle is free of that
nonconformity.

VIN Year Make

(800) 666-1917
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1

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20 Signature of Manufacturer
21
22
23
24
25
26 Signature of Buyer, Lessee, or other
27 Transferee
28

ro enn (s) Reporte
Original Owner

-8-
epairs Made, i any, to

Correct Reported Problem (s)

Sellerle Signature

Buyetee Signature

6e4Buyetee Signature -flf applieable+

Signature of Dealer

Doe

De
Date
Date

Date

Date

29
30
31 (c) A copy of the notice shall be provided to the buyer,
32 lessee, or other transferee.

34 to read:
33 SEC. 6. Section 11713.12 is added to the Vehicle Code,

35 11713.12. (a) The ft etiee decal required by
36 subdivision (b) of Section 11713.10 to be affixed by a
37 manufacturer to the left doorframe of a vehicle shall
38 specify that title to the vehicle has been inscribed with
39 the notation 'lemon buy back." The decal shall be issued

LEGISLATIVE INTENT Semir 
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1 to manufacturers by the department and affixed to the

2 vehicle in a manner prescribed by the department.
3 (b) No person shall knowingly remove or alter any
4 fietiee decal affixed to a vehicle pursuant to subdivision

5 (a) , whether or not licensed under this code.
6 SEC. 7. This act shall apply only to vehicles

7 reacquired by a manufacturer on or after the effective
8 date of this act.
9 SEC. 8. No reimbursement is required by this act

10 pursuant to Section 6 of Article XIII B of the California

11 Constitution because the only costs that may be incurred
12 by a local agency or school district will be incurred
13 because this act creates a new crime or infraction,

14 eliminates a crime or infraction, or changes the penalty

15 for a crime or infraction, within the meaning of Section

16 17556 of the Government Code, or changes the definition

17 of a crime within the meaning of Section 6 of Article
18 XIII B of the California Constitution.
19 Notwithstanding Section 17580 of the Government
20 Code, unless otherwise specified, the provisions of this act

21 shall become operative on the same date that the act
22 takes effect pursuant to the California Constitution.

(800) 666-1917
0
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AMENDED IN ASSEMBLY APRIL 26, 1995

AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, and to repeal Section
1795.8 of, the Civil Code, and to amend Section 4453 of, and
to add Sections 11713.10, 11713.11, and 11713.12 to, the Vehicle
Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act within the provisions of the Vehicle Code.
The bill would require the manufacturer to retitle specified
defective vehicles in its name, request the Department of
Motor Vehicles to inscribe the ownership certificate with a
specified notation, affix a specified decal to the left doorframe
of the vehicle, deliver a specified notice to the transferee of,g)
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the vehicle, and obtain the transferee's acknowledgment. The
bill would provide for the reeevery of damages and eeste;
iftektelifig reasonable atterncy's ices, by that any person
damaged by the failure of a manufacturer or dealer to comply
with these requirements, as specified, shall have the same
rights and remedies as those provided to a buyer of consumer
goods by specified provisions relating to warranty. The bill
would provide that it shall apply only to vehicles reacquired
by a manufacturer on or after the effective date of the act. The
bill would make legislative findings and declarations. The bill
would also make conforming changes.

By creating new infractions under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide, that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.25 of the Civil Code is
2 amended to read:
3 1793.25. (a) Notwithstanding Part 1 (commencing
4 with Section 6001) of Division 2 of the Revenue and
5 Taxation Code, the State Board of Equalization shall
6 reimburse the manufacturer of a new motor vehicle for
7 an amount equal to the sales tax which the manufacturer
8 pays to or for the buyer when providing a replacement
9 vehicle pursuant to subparagraph (A) of paragraph (2)

10 of subdivision (d) of Section 1793.2 or includes in making
11 restitution to the buyer pursuant to subparagraph (B) of
12 paragraph (2) of subdivision (d) of Section 1793.2, when
13 satisfactory proof is provided that the retailer of the
14 motor vehicle for which the manufacturer is making
15 restitution has reported and paid 1-V vie n.laxo the rposs,_vL tiN SERVICE ea

I
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1 receipts from the sale of that motor vehicle and the
2 manufacturer provides satisfactory proof that it has
3 complied with the provisions of subdivision (b) of Section
4 11713.10 of the Vehicle Code. The State Board of
5 Equalization may adopt rules and regulations to carry
6 out, facilitate compliance with, or prevent circumvention
7 or evasion of, this section.
8 (b) Nothing in this section shall in any way change the
9 application of the sales and use tax to the gross receipts

10 and the sales price from the sale, and the storage, use, or
11 other consumption, in this state or tangible personal
12 property pursuant to Part 1 (commencing with Section
13 6001) of Division 2 of the Revenue and Taxation Code.
14 (c) The manufacturer's claim for reimbursement and
15 the board's approval or denial of the claim shall be subject
16 to the provisions of Article 1 (commencing with Section
17 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
18 and Taxation Code, except Sections 6902.1, 6903, 6907, and
19 6908 thereof, insofar as those provisions are not
20 inconsistent with this section.
21 SEC. 2. Section 1795.8 of the Civil Code is repealed.
22 SEC. 3. Section 4453 of the Vehicle Code is amended
23 to read:
24 4453. (a) The registration card shall contain upon its
25 face, the date issued, the name and residence or business
26 address of the owner and of the legal owner, if any, the
27 registration number assigned to the vehicle, and a
28 description of the vehicle as complete as that required in
29 the application for registration of the vehicle.
30 (b) A motor vehicle of a type included in this
31 subdivision shall be identified as such on the face of the
32 registration card, whenever the department is able to
33 ascertain that fact, at the time application is made for
34 initial registration or transfer of ownership of the vehicle.
35 (1) A motor vehicle rebuilt and restored to operation
36 which was previously declared to be a total loss salvage
37 vehicle because the cost of repairs exceeds the retail value
38 of the vehicle.

(800) 666-1917
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4 (3) A motor vehicle previously registered to a law
5 enforcement agency and operated in law enforcement
6 work.
7 (4) A motor vehicle formerly operated as a taxicab.
8 (5) A motor vehicle manufactured outside of the
9 United States and not intended by the manufacturer for

10 sale in the United States.
11 ( 6) A park trailer, as described in subdivision (b) of
12 Section 18010 of the Health and Safety Code, which when
13 moved upon the highway is required to be moved under
14 a permit pursuant to Section 35780.
15 (7) A motor vehicle that has been reacquired under
16 circumstances described in subdivision (b) of Section
17 11713.10, a vehicle with out-of-state titling documents
18 reflecting a warranty return, or a vehicle that has been
19 identified by an agency of another state as requiring a
20 warranty return title notation, pursuant to the laws of that'
21 state. The notation made on the face of the registration
22 and pursuant to this subdivision shall state "lemon buy
23 back."
24 (c) The director may modify the form, arrangement,
25 and information appearing on the face of the registration
26 card and may provide for standardization and
27 abbreviation of fictitious or firm names on the
28 registration card whenever the director finds that the
29 efficiency of the department will be promoted by so
30 doing, except that general delivery or post office box
31 numbers shall not be permitted as the address of the
32 registered owner unless there is no oilier address. 33
33 SEC. 4. Section 11713.10 is added to the Vehicle Code;034
34 to read: 35
35 11713.10. (a) The Legislature finds and declares that 36
36 the expansion of state warranty laws covering new and 37
37 used cars has given important and valuable protection to 38
38 consumers; that in states without this valuable warranty 39
39 protection used and irreparable motor vehicles  are 40

(2) 'A motor vehicle rebuilt and restored to operation.' 21
which was previously reported to be dismantled pursuant 3
to Section 11520. I 4
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addressed this problem by requiring notices on the title
of these vehicles or other notice procedures to warn
consumers that the motor vehicles were repurchased by
a dealer or manufacturer because either the vehicle could
not be repaired in a reasonable length of time, a
reasonable number of repair attempts, or the dealer or
manufacturer was not willing to repair the vehicle; that
these notices serve the interests of consumers who have
a right to information relevant to their buying decisions;
and that the disappearance of these notices upon the
transfer of title from another state to this state encourages
the transport of "lemons" to this state for sale to the
drivers of this state. Therefore, the Legislature hereby
enacts the Automotive Consumer Notification Act.

(b) Any manufacturer who reacquires or assists a
dealer to reacquire a vehicle registered in this state, any
other state, or a federally administered district shall, prior
to any resale, lease, or transfer of the vehicle in this state,
cause the vehicle to be retitled in the name of the
manufacturer;, request the department to inscribe the
ownership certificate with the notation "lemon buy
back";, and affix a decal to the left doorframe of the
vehicle in accordance with the provisions of Section
11713.12, in either any of the following circumstances:

(1) The vehicle was required reacquired, pursuant to
a court order or a decision rendered through a third -party
dispute resolution process to be replaced er fteeepted fer
r estitutieft by the mfamffteturer due to the inability ef the
manufacturer to eertferm the veltiele to an express
warranty ef the maftefeeturer.

(2) Within efte year from delivery ef aftew vehicle to
the buyer er lessee er Roe miles eft the odometer ef the
vehicle, whichever eeeurs first, either ( A ) the velliele was
the subject ef few: er mere attempts by the ftiftntifftetftrer
er its agents to repair the same fieffeelif-Offiiity Of -13) the
vehicle wits eut ef serviee by reason ef repair ef
ftefteeftfermities by the maftufftetftrer or its agents fer
cumulative total ef mere than GO calendar days siftee
delivery ef the velftele to the 13ftyer, dispute resolution
process.

VICE (800) 666-1917
2193



k<ABJ381 -6 -
t;' (2) The vehicle was reacquired within six months after2' the buyer had made a written request to the3 manufacturer for replacement or refund under the
4 provisions of Section 1793.2 of the Civil Code.
5 (3) The vehicle was reacquired during the pendency
6 of state -certified arbitration concerning the vehicle
7 requested by the buyer or within six months of the
8 conclusion of that arbitration proceeding
9 (4) The vehicle was reacquired during the pendency

10 of litigation between the manufacturer and the buyer
11 alleging a cause of action under Section 1793.2 of the Civil
12 Code or within six months of the conclusion of that
13 litigation.
14 (c) Any manufacturer who reacquires or assists a
15 dealer to reacquire a vehicle to resolve an express
16 warranty dispute between the buyer or lessee and the
17 manufacturer shall, prior to sale, lease, or other transfer,
18 execute and deliver to the subsequent transferee a notice
19 and obtain the transferee's written acknowledgment of a
20
21
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30
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32
33
34
35
36
37
38
39
40

notice, as prescribed by Section 11713.11.
(d) Any dealer who knowingly purchases for resale a

vehicle that has been reacquired in order to resolve an
express warranty dispute between the last retail owner of
the reacquired vehicle and the vehicle's manufacturer 
shall, prior to sale, lease, or other transfer, execute and
deliver to the subsequent transferee a notice and obtain
the transferee's written acknowledgment of a notice, as
prescribed by Section 11713.11.

(e) The disclosure requirements in subdivisions (c)
and (d) are in addition to all other consumer notice
requirements and do not relieve any person, including
any dealer or manufacturer, from complying with any
other applicable law, including any requirement of
subdivision (f) of Section 1793.22 of the Civil Code.

i4:) -4+ Afty person damaged by the failure of
frkfttittfaetarer et, dealer to eemply with the previsions of
this seetien may bring an aetien for the reeevery of
damages and ether legal and equitable relief

If a buyer; lessee; er ether transferee prevails in an
aetien under this seetien; that --  01./itsPa nteifffct ItMERit S VICE m.Ono.
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of the judgment a stun equal to the aggregate ameunt of
eest-s and expenses, ineluding atterney%a fees based en the
aetual time expended; determined by the eeurt to have
been reasonably ineurred in litigating the matter:

(3) The remedies provided by this subdivision are
cumulative and shall net be eenst-rued as restricting any
remedy otherwise mailable:

(I) Any buyer damaged by the failure of a
manufacturer or dealer to comply with this section shall
have the same rights and remedies provided by Section
1794 of the Civil Code.

SEC. 5. Section 11713.11 is added to the Vehicle Code,
to read:

11713.11. (a) The notice required in subdivisions (c)
and (d) of Section 11713.10 shall be prepared by the
manufacturer of the reacquired vehicle and shall disclose
the following:

(1) Year, make, model, and vehicle identification
number of the vehicle.

(2) Whether the title to the vehicle has been inscribed
with the notation "lemon buy back."

(3) The nature of each nonconformity reported by the
original buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt
to correct each nonconformity reported by the original
buyer or lessee.

(b) The notice shall be on a form 81/2 x 11 inches in
size; printed in no smaller than 10 -point black type on a
white background. The form shall only contain the
following information prior to it being filled out by the
manufacturer:

WARRANTY BUY BACK NOTICE

(Check one or both, as applicable)

LI This vehicle was reacquired by the vehicle's
manufacturer in resolution of a warranty dispute
(800) 666-1917
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1 between the original owner /lessee and the

manufacturer.
0 The title to this vehicle has been permanently

branded with the notation "lemon buy back." The
nonconformity experienced by the original owner or
lessee has been corrected and the manufacturer warrants
for a one-year period that this vehicle is free of that
nonconformity.

VIN Year 742;Make

Problem (s) Reported by
Original Owner

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer

Signature of Buyer, Lessee, or other
33 Transferee
34
35
36

Date

Date

Date

37 (c) A copy of the notice shall be provided to the buyer,
38 lessee, or other transferee.
39 SEC. 6. Section 11713.12 is added to the Vehicle Code,
40 to read:

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

W21
22
23
24

025
26
27

6

-9- AB 1381

11713.12. (a) The decal required by subdivision (b)
of Section 11713.10 to be affixed by a manufacturer to the
left doorframe of a vehicle shall specify that title to the
vehicle has been inscribed with the notation 'lemon buy
back." The decal shall be issued to manufacturers by the
department and affixed to the vehicle in a manner
prescribed by the department.

(b) No person shall knowingly remove or alter any
decal affixed to a vehicle pursuant to subdivision (a),

whether or not licensed under this code.
SEC. 7. This act shall apply only to vehicles

reacquired by a manufacturer on or after the effective
date of this act.

SEC. 8. No reimbursement is required by this act
pursuant to Section 6 of Article XIII B of the California
Constitution because the only costs that may be incurred
by a local agency or school district will be incurred
because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition
of a crime within the meaning of Section 6 of Article
XIII B of the California Constitution.

Notwithstanding Section 17580 of the Government
Code, unless otherwise specified, the provisions of this act
shall become operative on the same date that the act
takes effect pursuant to the California Constitution.

0
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AMENDED IN SENATE JUNE 14, 1995

AMENDED IN ASSEMBLY APRIL 26, 1995

AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, to add Sections 1793.23
and 1793.24 to, and to repeal Section 1795.8 of, the Civil Code,
and to amend Section 4453 of, and to add Sections 44-7+244;
4-144,3,1-1; and Section 11713.12 to, the Vehicle Code, relating
to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act with the pfezeiSiefis of the Vehicle Code:
The hill weelel to, among other things, require the
manufacturer to retitle specified defective vehicles in its
name, request the Department of Motor Vehicles to inscribe

tills LEGISLATIVE INTENT SM/ICE (800) 666-1917
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the ownership certificate with a specified notation, affix a
specified decal to the left doorframe of the vehicle, deliver a
specified notice to -the transferee of the vehicle, and obtain the
transferee's acknowledgment. The bill would provide that
any person damaged by the failure of a manufacturer OF
dealer to eemply with these requiremcnt3, as speeified; shall
have the same rights and remedies as these provided to ft
buyer of eensumer goods by specified previsions relating to
warranty. The bill would provide that it shall apply only to
vehicles reacquired by a manufacturer on or after the
effective date of the act. The bill would make legislative
findings and declarations. The bill would also make
conforming changes.

By creating a new infrftetiefts infraction under the
provisions of the Vehicle Code, this bill would impose a
state -mandated local program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.23 is added to the Civil
2 Code, to read:
3 1793.23. (a) The Legislature finds and declares all of
4 the following:
5 (1) That the expansion of state warranty laws covering
6 new and used cars has given important and valuable
7 protection to consumers.
8 (2) That, in states without this valuable warranty
9 protection, used and irrepairable motor vehicles are

10 being resold in the marketplace without notice to the
11 subsequent purchaser.
12 (3) That other states have addressed this problem by
13
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notice procedures to warn consumers that the motor
vehicles were repurchased by a dealer or manufacturer

3 because the vehicle could not be repaired in a reasonable
4 length of time or a reasonable number of repair attempts
5 or the dealer or manufacturer was not willing to repair
6 the vehicle.
7 (4) That these notices serve the interests of consumers
8 who have a right to information relevant to their buying
9 decisions.

10 (5) That the disappearance of these notices upon the
11 transfer of title from another state to this state encourages
12 the transport of "lemons" to this state for sale to the
13 drivers of this state.
14 (b) This section and Section 1793.24 shall be known,
15 and may be cited as, the Automotive Consumer
16 Notification Act.
17 (c) Any manufacturer who reacquires or assists a
18 dealer or lienholder to reacquire a vehicle registered in
19 this state, any other state, or a federally administered
20 district shall, prior to any sale, lease, or transfer of the
21 vehicle in this state, or prior to exporting the vehicle to
22 another state for sale, lease or transfer if the vehicle was
23 registered in this state immediately prior to it being
24 reacquired, cause the vehicle to be retitled in the name
25 of the manufacturer, request the Department of Motor
26 Vehicles to inscribe the ownership certificate with the
27 notation 'lemon buy back," and affix a decal to the left
28 doorframe of the vehicle in accordance with Section
29 11713.12 of the Vehicle Code, in any of the following
30 circumstances:
31 (1) The vehicle was reacquired after the buyer or
32 lessee made ,a written request to the manufacturer to
33 replace the vehicle or make a refund and the written
34 request was made after either (A) the vehicle was the
35 subject of four or more attempts by the manufiicturer or
36 its agents to repair the same nonconformity within one
37 year from delivery of the new vehicle to the buyer or
38 lessee or 12,000 miles on the odometer of the vehicle,
39 whichever occurred first, or (B) the vehicle was out of

2

requiring notices on the title of t.hoeyrhicles or other
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1 manufacturer or its agents for a cumulative total of more
2 than 30 calendar days since delivery of the vehicle to the
3 buyer or lessee and within one year from delivery of the
4 new vehicle to the buyer or lessee or 12,000 miles on the
5 odometer of the vehicle, whichever occurred first.
6 (2) The vehicle was reacquired during the pendency
7 of an arbitration proceeding between the manufacturer
8 and the buyer or lessee which alleged a cause of action
9 under subdivision (d) o f Section 1793.2, or was reacquired

10 within six months of the dismissal or final adjudication of
11 that arbitration proceeding
12 (3) The vehicle was reacquired during the pendency
13 of a law suit between the manufacturer and the buyer
14 which alleged a cause of action under subdivision (d) of
15 Section 1793.2, or was reacquired within six months of the
16 dismissal or final adjudication of that law suit.
17 (4) The -vehicle was reacquired, pursuant to a court
18 order or a decision rendered through a third -party
19 dispute resolution process.
20 (d) Any manufacturer who reacquires or assists' a
21 dealer or lienholder to reacquire a vehicle in order to
22 resolve an express warranty dispute between the buyer
23 or lessee and the manufacturer shall, prior to sale, lease,
24 or other transfer of the vehicle, execute and deliver to the
25 subsequent transferee a notice and obtain the transferee's
26 written acknowledgment of a notice, as prescribed by
27 Section 1793.24. '

28 (e) Any dealer who knowingly purchases for resale a
29 vehicle that has been reacquired in order to resolve an
30 express warranty dispute between the last retail owner of
31 the reacquired vehicle and the vehicle's manufacturer
32 shall, prior to sale, lease, or other transfer, execute and
33 deliver to the subsequent transferee a notice and obtain
34 the transferee's written acknowledgment of a notice, as
35 prescribed by Section 1793.24.
36 (f) The disclosure requirements in subdivisions (d)
37 and (e) are in addition to all other consumer notice
38 requirements and do not relieve any person, including
39 any dealer or manufacturer, from complying with any
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other applicable law, including any requirement of
subdivision (f) of Section 179322.

(g) For purposes of this section, "dealer" has the same
meaning as defined in Section 285 of the Vehicle Code.

SEC 2. Section 1793.24 is added to the Civil Code, to
read:

1793.24. (a) The notice required in subdivisions (d)
and (e) of Section 1793.23 shall be prepared by the
manufacturer of the reacquired vehicle and shall disclose
all of the following:

(1) Year, make, model, and vehicle identification
number of the vehicle.

(2) Whether the title to the vehicle has been inscribed
with the notation "lemon buy back"

(3) The nature of each nonconformity reported by the
original buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt
to correct each nonconformity reported by the original
buyer or lessee.

(b) The notice shall be on a form 81/2 x 11 inches in size
and printed in no smaller than 10 -point black type on a
white background.

The form shall only contain the following information
prior to it being filled out by the manufacturer:

WARRANTY BUYBACK NOTICE

(Check one or both, as applicable)

ri This vehicle was reacquired by the vehicle's
manufacturer in resolution of a warranty dispute
between the original owner/lessee and the
manufacturer.

The title to this vehicle has been permanently
branded with the notation "lemon buyback." The
nonconformity experienced by the original owner or
lessee has been corrected and the manufacturer warrants
for a one-year period that this vehicle is Free of that
nonconformity.
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Problem (s) Reported by
Original Owner

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer (s)

Date

Date

Signature of Retail Buyer or Lessee Date

(c) The manufacturer shall provide an executed copy
of the notice to the manufacturer's transferee. Each
transferee to whom the motor vehicle is transferred prior
to its sale to a retail buyer or lessee shall be provided an
executed copy of the notice by the previous transferor.

SEC. 3. Section 1793.25 of the Civil Code is amended
to read:

1793.25. (a) Notwithstanding Part. 1 (commencing
with Section 6001) of Division 2 of the Revenue and
Taxation Code, the State Board of Equalization shall
reimburse the manufacturer of a new motor vehicle for
an amount equal to the sales tax which the manufacturer
pays to or for the buyer when providing a replacement

a
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1 vehicle pursuant to subparagraph (A) of paragraph (2)
2 of subdivision (d) of Section 1793.2 or includes in making
3 restitution to the buyer pursuant to subparagraph (B) of
4 paragraph (2) of subdivision ( d) of Section 1793.2, when
5 satisfactory proof is provided that the retailer of the
6 motor vehicle for which the manufacturer is making
7 restitution has reported and paid the sales tax on the gross
8 receipts from the sale of that motor vehicle and the
9 manufacturer provides satisfactory proof that it has

10 eemplied with the pfErei301=15 effttl3divisieti (b) ef Sectieft
11 4-1-7.1-240 ef the Vehicle Cede complied with subdivision
12 (c) of Section 1793.23. The State Board of Equalization
13 may adopt rules and regulations to carry out, facilitate
14 compliance with, or prevent circumvention or evasion of,
15 this section.
16 (b) Nothing in this section shall in any way change the
17 application of the sales and use tax to the gross receipts
18 and the sales price from the sale, and the storage, use, or
19 other consumption, in this state or tangible personal
20 property pursuant to Part 1 (commencing with Section
21 6001) of Division 2 of the Revenue and Taxation Code.
22 (c) The manufacturer's claim for reimbursement and
23 the board's approval or denial of the claim shall be subject
24 to the provisions of Article 1 (commencing with Section
25 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
26 and Taxation Code, except Sections 6902.1, 6903, 6907, and
27 6908 thereof, insofar as those provisions are not
28 inconsistent with this section.
29 SEG,
30 SEC. 4. Section 1795.8 of the Civil Code is repealed.
31 SE:
32 SEC. 5. Section 4453 of the Vehicle Code is amended
33 to read:
34 4453. (a) The registration card shall contain upon its
35 face, the date issued, the name and residence or business
36 address of the owner and of the legal owner, if any, the
37 registration number assigned to the vehicle, and a
38 description of the vehicle as complete as that required in
39 the, application for registration of the vehicle.

is: ON LEGISLATIVE INTENT SERVICE
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AB 1381 -8 -
1 (b) A motor vehicle of a type included in this
2 subdivision shall be identified as such on the face of the
3 registration card, whenever' the department is able to
4 ascertain that fact, at the time application is made for
5 initial registration or transfer of ownership of the vehicle.
6 (1) A motor vehicle rebuilt and restored to operation
7  which was previously declared to be a total loss salvage
8 vehicle because the cost of repairs exceeds the retail value
9 of the vehicle.

10 (2) A motor vehicle rebuilt and restored to operation
11 which was previously, reported to be dismantled pursuant
12. :to Section 11520.' '

13 (3) A motor vehicle previously registered to a law
14 enforcement agency and operated in law enforcement
15 work.
.16 (4) A motor vehicle formerly operated as a taxicab.
17 (5) A motor vehicle manufactured outside of the
18 United States and not intended by the manufacturer for
19 sale in the United States.
20 (6) A park trailer, as described in subdivision (b) of
21 Section 18010 of the Health and Safety Code, which when
22 moved upon the'highway is required to be moved under
23 a permit pursuant to Section 35780.
24 (7) A motor vehicle that has been reacquired under
25 circumstances described in subdivision (b) of Seetien
26 1474.240 (c) ofSection 1793.23 of the Civil Code, a vehicle
27 'with out-of-state titling documents reflecting a warranty
28 return, or a vehicle that has been identified by an agency
29 of another state as requiring a warranty return title
30 notation, pursuant to the laws of that state. The notation
31 made on the face of the registration and pursuant to this
32 'subdivision shall state "lemon buy back::
33 - (c) The director may modify the form, arrangement,
34 and information appearing on the face of the registration
35 card and may provide for standardization and
36 abbreviation of fictitious or firm names on the
37 registration card whenever the director finds that the
38 efficiency of the department will be promoted by so
39 doing, except that general delivery or post office box
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numbers shall not be permitted as the address of the
registered owner unless there is no other address.

SEC. 4, Seetiert 1171340 is added to the Vehicle Gede,
to reach

11713.44. (a) The begielfiture finds and deektres that
the eXplaftlieft ef state warranty laws eevering new end
used eats has given ittipertatit and valuable pteteetion to
eat:Hon:tett that in states witheot this valuable warranty
preteetion used and irreparable meter vehieles fire
inundating the ftratItetplaee; that ether states have
addressed thie prebletti by requiting notices eft the title
ef these vehicles er ether netiee pteeedotes to warn
eensoitiets that the meter vehicles were repurchased by
ft dealer er manufacturer because either the vehicle could
net be repaired in a reasonable length ef time, a
reasonable number of repair attempts; et the defiler Of
manufacturer was net willing to repair the veitielel that
these ftetiees serve the interests ef eeitsurfters who have
a right to inferinatien relevant to their buying deeisiene;
and that the disappefirfinee ef these tietieee open the
transfer ef title frein anther state to this state eneeotagee
the tratispett ef 21eitiette to this state fet stile to the
drivers ef this state: Thetefete, the legislature hereby
enacts the Auteinetive GeftStlflief Notification Act.

(b) f4ny manufacturer whe reftequites et assists
defiler to reaequite a vehicle registered in this state, any
ether state; et= a federally ftdrftifti3terecl di4riet shall; prier
to any resale, lease; or transfer ef theN.eitiele in this state;
cause the vehicle to be retitled in the name ef the
manufacturer; request the department to ineeribe the
ownership eettifiefite with the notation "let ten btty

and effi* a decal to the left doorframe ef the
vehicle in fteeerdatiee with the previsions ef Seetion
4443441, in any ef the fallowing eireuttietaneee!

+1+ The vehiele wee refteEftlifed-, pursuant to a eeett
order et a deeisieti rendered through ft third/party
dispute reeelution pteeess:

(2) The vehicle was reaequited within sip months after
the buyer had made a written request to the

(800) 666-1917
2200



AB 1381 -10-
1 manufacturer for repkteement er refund under the
2 previsions of Section 1790:g of the Civil Cede:
3 (3) The Yehiele was reacquired during the pendeney
4 of state/eertified arbitration eerteerrtirtg the vehicle
5 requested by the buyer er within sift menthe of the
6 eertelusien ef that firhitrfitiert proceeding.
7 -(-4-)- The vehicle was feftectuifed during the pendent".
8 of litigatiert between the manufacturer and the buyer
9 alleging ft efiuse of fiction under Seetiert 4-793:8 of the Civil

10 Cede or within six months of the eertelusiert of that
11 litigation,
12 (c) Afty manufacturer whe reacquires er assists a
13 defiler te reacquire a vehiele to resolve art express
14 warranty dispute between the buyer or lessee find the
15 fliftfitifaettwef shall; prier to sale; lease; er ether transfer,
16 exeeute and deliver to the subsequent transferee a notice
17 find ebtain the transferee's written ftekftewledgmertt of a
18 notice; as Prescribed by Section 11713.44.
19 -(4)- Any defiler who knowingly purchases fen resale fi
20 vehicle that has been reacquired in order to reselve an
21 express warranty dispute between the last retail owner of
22 the reacquired Yehiele and. the Vehiele'-s, manufacturer
23 shall; prier te sale; lease; Of ether transfer; execute and
24 deliver te the subsequent transferee fi notice and ebtain
25 the transferee's written acknowledgment of a rtetiee; as
26 prescribed by Section 11713.44.
27 (c) The disclosure requirements in subdivisions
28 and *4+ are in addition te all ether eertsumer ftetiee
29. requirements and de net relieve ftfty persen; including
30 any defiler er manufacturer; from eemplying with any
31 ether fipplieftble law; including any requirement of
32 subdivision -(f+ of Section 4792412 of the Civil Cede:
33 '4)- Any buyer damaged by the' failure of a
34 manufacturer er defiler to eemply with this seetiert shall
35 have the same rights and remedies provided by Seetiert
36 1794 of the Civil Cede:
37 SEG Seetien 4471444 is added te the Vehiele Cede;
38 to read?
39 11713.147 {13)- The net -fee required in subdivisions
40 and -(4)- of Seetieft 144340 shall be prepared by the

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
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22
23
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27
28
29
30
31
32
33
34
35
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1 martuffteturer of the reftequired vehicle futd shall diselese
the fallowing.

(1) Year, make; Iftedel; d vehicle identifiefitieft
number of the vehicle.

(2) Whether the title te the vehicle has been inscribed
with the ftetatieft lerrtert buy baelf,22

(3) The nature of efteh ftefteefifefffrity reported by the
original buyer er lessee of the vehiele.

-(-4-)- Repairs; if any; made te the vehicle if, an attempt
te eerreet efteh nonconformity repented by the original
buyer or lessee,

(b) The ftetiee shall be eft a feffft 81)(2 14 inches irr
size; printed in fte smaller than 444/penit black type eft a
white background: The form shall only contain the
fallowing information prier to it being filled *4 by the
martuffteturert

WARRANTY BY BACK NOTICE

+cheek ene or bothas applieablc)

H This vehicle was reacquired by the vehicle' -s
manufacturer in resolution of a warranty dispute
between the original everterVessee and the
manufacturer:

H The title te this vehicle has been permanently
branded with the notation "lemon buy back." The
fterteerifermity experieneed by the original owner Of
lessee has been corrected and the martuffteturer warrants
for a ertelyear period that this vehiele is free of that
hefteeftf-OffFkity:

Year Medei

s:OV LEGISLATIVE INTENT VICE00
- 9t:

(800) 666-1917
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Rte Repotted by

Original Owner
Rept-kite M-Eird-e7 ftfly7 to

Gerteet Repotted Ptehletftis+

Signature ef Marinfaettircr

AB 1381

1

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16 Signature ef Dealer
17
18
19
20 Signature ef Buyer; Lessee; er ether
21 Transferee
22
23
24
25 {e} A eepy ef the ftet4ee shall be preyideel to the buyer., 
26 lessee; et= other tfaftsferee.
27 SEC. 6. Section 11713.12 is added to the Vehicle Code,
28 to read:
29 11713.12. (a) The decal required by subdivision (b)
30 ef Seet4eft 1171110 (c) ofSection 1793.23 ofthe Civil Code
31 to be affixed by a manufacturer to the left doorframe of
32 a vehicle shall specify that title to the vehicle has been
33 inscribed with the notation "lemon buy back." The decal
34 shall be issued to manufacturers by the department and
35 affixed to the vehicle in a manner prescribed by the
36 department.
37 (b) No person shall knowingly remove or alter any
38 decal affixed to a vehicle pursuant to subdivision (a) ,

39 whether or not licensed under this code.

Dfi-t c

Date
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1 SEC. 7. This act shall apply only to vehicles
2 reacquired by a manufacturer on or after the effective
3 date of this act.
4 SEC. 8. No reimbursement is required by this act
5 pursuant to Section 6 of Article XIII B of the California
6 Constitution because the only costs that may be incurred
7 by a local agency or school district will be incurred
8 because this act creates a new crime or infraction,
9 eliminates a crime or infraction, or changes the penalty

10 for a crime or infraction, within the meaning of Section
11 17556 of the Government Code, or changes the definition
12 of a crime within the meaning of Section 6 of Article
13 XIII B of the California Constitution.
14 Notwithstanding Section 17580 of the Government
15 Code, unless otherwise specified, the provisions of this act
16 shall become operative on the same date that the act
17 takes effect pursuant to the California Constitution.

im
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AMENDED IN SENATE JUNE 14, 1995
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AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, to add Sections 1793.23
and 1793.24 to, and to repeal Section 1795.8 of, the Civil Code,, and to amend Section 4453 of, and to add Section 11713.12 to,

kalP the Vehicle Code, relating to vehicles.

  tegf LEGISLATIVE INTENT SE*ICE (800) 666-1917
0 1,11

Ifies
Corrected 7 -7 -95 --See last page. 95

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act to, among other things, require the
manufacturer to retitle specified defective vehicles in its
name, request the Department of Motor Vehicles to inscribe

2203
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the ownership certificate with a specified notation, affix a
specified decal to the left doorframe of the vehicle, deliver a
specified notice to the transferee of the vehicle, and obtain the
transferee's acknowledgment. The bill would provide that it
shall apply only to vehicles reacquired by a manufacturer on
or after the effective date of the act. The bill would make
legislative findings and declarations. The bill would also make
conforming changes.

By creating a new infraction under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The. people of the State of California do enact as follows:

1 SECTION 1. Section 1793.23 is added to the Civil
2 Code, to read:
3 1793.23. (a) The Legislature finds and declares all of
4 the following:
5 (1) That the expansion of state warranty laws covering
6 new and used cars has given important and valuable
7 protection to consumers.
8 (2) That, in states without this valuable warranty
9 protection, used and irrepairable motor vehicles are

10 being resold in the marketplace without notice to the
11 subsequent purchaser.
12 (3) That other states have addressed this problem by
13 requiring notices on the title of these vehicles or other
14 notice procedures to warn consumers that the motor
15 vehicles were repurchased by a dealer or manufacturer
16 because the vehicle could not be repaired in a reasonable
17 length of time or a reasonable number of repair attempts

:tg/i LEGISLATIVE
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1 or the dealer or manufacturer was not willing to repair
2 the vehicle.
3 (4) That these notices serve the interests of consumers
4 who have a right to information relevant to their buying
5 decisions.
6 (5) That the disappearance of these notices upon the
7 transfer of title from another state to this state encourages
8 the transport of "lemons" to this state for sale to the
9 drivers of this state.

10 (b) This section and Section 1793.24 shall be known,
11 and may be cited as, the Automotive Consumer
12 Notification Act.
13 (c) Any manuffteturer whe reacquires tar assists a
14 dealer tar lienhelder to reftequire ft vehiele registered ift
15 this state; any ether state; er a federally administered
16 distriet shell; prier to any sale; leftse; er transfer ef the
17 vehiele in this state; er prier to exporting the veltiele to
18 ftnether state for sale; lease et transfer if the vehicle was
19 registered it this state immedifttely prier to it being
20 reftequired, cause the vehiele to be retitled ift the name
21 ef the manufftettirer; request the Departmerit ef Meter
22 Vehicles to inscribe the ownership ccrtifieate with the
23 rtetatiert 4erftert buy baelt and affix a decal to the left
24 deerfutrfte ef the vehiele in fteeerdariee with Seetien
25 413:442 ef the Vehicle cede; in fifty ef the following
26 eireurristafteest
27 +I+ The vehiele was reacquired after the buyer er
28 lessee made a written request to the manufacturer to
29 replace the vehiele er make a refund and the written
30 request was made after either (A) the vehicle was the
31 subjeet of four er mere attempts by the manufacturer er
32 its agents to repair the same fteneenferfftity within one
33 year from delivery ef the flew vehicle to the buyer er
34 lessee er 1413000 miles en the edemeter ef the vehiele;
35 whiehever eeeurred fire* er (B)- the vehiele was eut ef
36 sereiee by reason ef repair ef fterteenformities by the
37 friaftuffteturer er its agents fer a cumulative tetel ef mere
38 than 30 ea:lend:1r days sine delivery ef the vehiele to the
39 buyer er lessee and within efte year from delivery ef the

VICE (800) 666-1917
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1 flew vehicle to the buyer er lessee er-12;900 miles eft the 1

2 odometer ef the vehiele, whieheyer eeeurreel first. 2
3 {2+ The vehiele Wag reaequired during the pendency

1

3
4 ef aft arbitration preeeeding between the tftentiftteturer 4
5 and the buyer er lessee whieh alleged a eause ef aetient 5
6 under subelivisien (4)- of Seetion -1493.41; er Baas reaequired 6
7 within sitt months ef the dismissal ef final adjudieation ef 7
8 that afbitfatieft preeeeeling. 8
9 -9+ The vehiele Was reaequired during the penteleney 9

10 of a kW suit between the tnartufeeturer and the buyer 10
11 which alleged a eause of aetient under subdivision -(-d+ of 11
12 Section .R, er was reacquired within silt fftelittha ef the 12
13 dismissal er final adjudieatien ef that law suit, 13
14 -(4--)- The vehicle was reaequired; pursuant to a eettrt 14
15 order er a eleeisient rendered through a thirellparty 15
16 dispute resolution preeess: 16
17 (c) Any manufacturer who reacquires or assists a 17
18 dealer or lienholder to reacquire a motor vehicle 18
19 registered in this state, any other state, or a federally 19
20 administered district because the vehicle was required to 20
21 be replaced or accepted for restitution due to the 21
22 manufacturer's inability to conform the vehicle to 22
23 applicable warranties pursuant to subdivision (d) of 23
24 Section 1793.2 or any other applicable law o f this state, any 24
25 other state, or federal law, shall, prior to any sale, lease, 25
26 or transfer of the vehicle in this state, or prior to exporting 26
27 the vehicle to another state for sale, lease, or transfer if the 27
28 vehicle was registered in this state and reacquired 28
29 pursuant to the provisions of subdivision (d) of Section 29
30 1793.2, cause the vehicle to be retitled in the name of the 30
31 manufacturer, request the Department of Motor 31
32 Vehicles to inscribe the ownership certificate with the 32
33 notation "factory buyback," and affix a decal to the 33
34 vehicle in accordance with Section 11713.12 of the 0 34
35 Vehicle Code. 35
36 (d) Any manufacturer who reacquires or assists a 36
37 dealer or lienholder to reacquire a motor vehicle in order 37
38 to resolve an express warranty dispute between the buyer 38
39 or lessee and' the manufacturer shall, prior to sale, lease,
40 or other transfer of the vehicle, execute and deliver to the

,, : ;V LEGISLATIVE INTENTSPLICE m 41Pa
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subsequent transferee a notice and obtain the transferee's
written acknowledgment of a notice, as prescribed by
Section 1793.24.

(c) Any dealer who knowingly pitrehases fer resale a
vehiele that has been reaequired ift order to resolve an

(e) Any dealer who purchases for resale a motor
vehicle and has been given notice pursuant to subdivision
(c) of Section 1793.24 that the vehicle was reacquired in
order to resolve an express warranty dispute between the
last retail owner of the reacquired vehicle and the
vehicle's manufacturer shall, prior to sale, lease, or other
transfer, execute and deliver to the subsequent
transferee a notice and obtain the transferee's written
acknowledgment of a notice, as prescribed by Section
1793.24.

(f) The disclosure requirements in subdivisions (d)
and (e) are in addition to all other consumer notice
requirements and do not relieve any person, including
any dealer or manufacturer, from complying with any
other applicable law, including any requirement of
subdivision (f) of Section 1793.22.

(g) For purposes of this section, "dealer" has the same
meaning as defined in Section 285 of the Vehicle Code.

SEC. 2. Section 1793.24 is added to the Civil Code, to
read:

1793.24. (a) The notice required in subdivisions (d)
and (e) of Section 1793.23 shall be prepared by the
manufacturer of the reacquired vehicle and shall disclose
all of the following:

(1) Year, make, model, and vehicle identification
number of the vehicle.

(2) Whether the title to the vehicle has been inscribed
with the notation leffreft buy baek-. "factory buyback."

(3) The nature of each nonconformity reported by the
original buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt
to correct each nonconformity reported by the original
buyer or lessee.

(800) 666-1917
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1 (b) The notice shall be on a form 81/2 x 11 inches in size

and printed in no smaller than 10 -point black type on a
white background.

The form shall only contain the following information
prior to it being filled out by the manufacturer:

WARRANTY BUYBACK NOTICE

(Check one or both, as applicable)

 This vehicle was reacquired by the vehicle's
manufacturer in resolution of a warranty dispute
between the original owner/lessee and the
manufacturer.

 The title to this vehicle has been permanently
branded with the notation 21effieft "factory buyback."
The nonconformity experienced by the original owner or
lessee has been corrected and the manufacturer warrants
for a one-year period that this vehicle is free of that
nonconformity.

V.I.N. ' Year ak

Problem (s) Reported by
Original Owner

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer (s)

1

1

-7 - AB 1381

Signature of Retail Buyer or Lessee Date

(c) The manufacturer shall provide an executed copy
of the notice to the manufacturer's transferee. Each
transferee to whom the motor vehicle is transferred prior
to its sale to a retail buyer or lessee shall be provided an
executed copy of the notice by the previous transferor.

SEC. 3. Section 1793.25 of the Civil Code is amended
to read:

1793.25. (a) Notwithstanding Part 1 (commencing
with Section 6001) of Division 2 of the Revenue and
Taxation Code, the State Board of Equalization shall
reimburse the manufacturer of a new motor vehicle for
an amount equal to the sales tax which the manufacturer
pays to or for the buyer when providing a replacement
vehicle pursuant to subparagraph (A) of paragraph (2)
of subdivision (d) of Section 1793.2 or includes in making
restitution to the buyer pursuant to subparagraph (B) of
paragraph (2) of subdivision (d) of Section 1793.2, when
satisfactory proof is provided that the retailer of the
motor vehicle for which the manufacturer is making
restitution has reported and paid the sales tax on the gross
receipts from the sale of that motor vehicle and the
manufacturer provides satisfactory proof that it has
complied with subdivision (c) of Section 1793.23. The
State Board of Equalization may adopt rules and
regulations to carry out, facilitate compliance with, or
prevent circumvention or evasion of, this section.

(b) Nothing in this section shall in any way change the
application of the sales and use tax to the gross receipts
and the sales price from the sale, and the storage, use, or
other consumption, in this state or tangible personal
property pursuant to Part 1 (commencing with Section
6001) of Division 2 of the Revenue and Taxation Code.

,:,./ LEGISLATIVE INTENT S RVICE (800) 666-1917
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1 (c) The manufacturer's claim for reimbursement and
2 the board's approval or denial of the claim shall be subject
3 to the provisions of Article 1 (commencing with Section
4 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
5 and Taxation Code, except Sections 6902.1, 6903, 6907, and
6 6908 thereof, insofar as those provisions are not
7 inconsistent with this section.
8 SEC. 4. Section 1795.8 of the Civil Code is repealed.
9 SEC. 5. Section 4453 of the Vehicle Code is amended

10 to read:
11 4453. (a) The registration card shall contain upon its
12 face, the date issued, the name and residence or business
13 address of the owner and of the legal owner, if any, the
14 registration number assigned to the vehicle, and a
15 description of the vehicle as complete as that required in
16 the applicationior registration of the vehicle.
17 (b) A motor vehicle of a type included in this
18 subdivision shall be identified as such on the face of the
19 registration card, whenever the department is able to
20 ascertain that fact, at the time application is made for
21 initial registration or transfer of ownership of the vehicle.
22 (1) A motor vehicle rebuilt and restored to operation
23 which was previously declared to be a total loss salvage
24 vehicle because the cost ofrepairs exceeds the retail value
25 of the vehicle.
26 (2) A motor vehicle rebuilt and restored to operation
27 which was previously reported to be dismantled pursuant
28 to Section 11520.
29 (3) A motor vehicle previously registered to a law
30 enforcement agency and operated in law enforcement
31 work.
32 (4) A motor vehicle formerly operated as a taxicab.
33 (5) A motor vehicle manufactured outside of the
34 United States and not intended by the manufacturer for
35 sale in the United States.
36 (6) A park trailer, as described in subdivision (b) of
37 Section 18010 of the Health and Safety Code, which when
38 moved upon the highway is required to be moved under
39 a permit pursuant to Section 35780.

0
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1 (7) A motor vehicle that has been reacquired under
2 circumstances described in subdivision (c) of Section
3 1793.23 of the Civil Code, a vehicle with out-of-state
4 titling documents reflecting a warranty return, or a
5 vehicle that has been identified by an agency of another
6 state as requiring a warranty return title notation,
7 pursuant to the laws of that state. The notation made on
8 the face of the registration and pursuant to this
9 subdivision shall state leffreft buy baele'2 "factory

10 buyback."
11 (c) The director may modify the form, arrangement,
12 and information appearing on the face of the registration
13 card and may provide for standardization and
14 abbreviation of fictitious or firm names on the
15 registration card whenever the director finds that the
16 efficiency of the department will be promoted by so
17 doing, except that general delivery or post office box
18 numbers shall not be permitted as the address of the
19 registered owner unless there is no other address.
20 SEC. 6. Section 11713.12 is added to the Vehicle Code,
21 to read:
22 11713.12. (a) The decal required by subdivision (c)
23 of Section 1793.23 of the Civil Code to be affixed by a
24 FRmittfeettwer to the left deerfraifte ef a vehiele shall
25 specify that title to the vehicle has been inscribed with
26 the rietetieft Ltlerrien buy baele: The decal shall be issued
27 to mittfeettirers by the departfrient and to be affixed by
28 a manufacturer to a motor vehicle, shall be affixed to the
29 left front doorframe of the vehicle, or, if the vehicle does
30 not have a left front doorframe, it shall be affixed in a
31 location designated by the department. The decal shall
32 specify that title to the motor vehicle has been inscribed
33 with the notation "factory buyback" and shall be affixed

 34 to the vehicle in a manner prescribed by the department.
35 (b) No person shall knowingly remove or alter any
36 decal affixed to a vehicle pursuant to subdivision (a),
37 whether or not licensed under this code.
38 SEC. 7. This act shall apply only to vehicles
39 reacquired by a manufacturer on or after the effective
40 date of this act.

(800) 666-1917
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1 SEC. 8. No reimbursement is required by this act
2 pursuant to Section 6 of Article XIII B of the California
3 Constitution because the only costs that may be incurred
4 by a local agency or school district will be incurred
5 because this act creates a new crime or infraction,
6 eliminates a crime or infraction, or changes the penalty
7 for a crime or infraction, within the meaning of Section
8 17556 of the Government Code, or changes the definition
9 of a crime within the meaning of Section 6 of Article

10 XIII B of the California Constitutioh.
11 Notwithstanding Section 17580 of the Government
12 Code, unless otherwise specified, the provisions of this act
13 shall become operative on the same date that the act
14 takes effect pursuant to the California Constitution.
15
16 CORRECTIONS

17 Text - Page 9.

18
19

0
LEGISLATIVE INTENT VICE (800) 666-1917

on.ow. 2208



AMENDED IN SENATE JULY 15, 1995

AMENDED IN SENATE JULY 3, 1995

AMENDED IN SENATE JUNE 14, 1995

AMENDED IN ASSEMBLY APRIL 26, 1995

AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, to add Sections 1793.23ci and 1793.24 to, and to repeal Section 1795.8 of, the Civil Code,
and to amend Section 4453 of, and to add Section 11713.12 to,
the Vehicle Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act to, among other things, require the
manufacturer to retitle specified defective vehicles in its

-
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AB 1381 -2 --
name, request the Department of Motor Vehicles to inscribe
the ownership certificate with a specified notation, affix a
specified decal to the left doorframe of the vehicle, deliver a
specified notice to the transferee of the vehicle as prescribed,and obtain the transferee's acknowledgment. The bill would
provide that it shall apply only to vehicles reacquired by amanufacturer on or after the effective date ef the aetJanuary
1, 1996. The bill would make legislative findings and
declarations. The bill would also make conforming changes.By creating a new infraction under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures formaking that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.23 is added to the Civil
2 Code, to read:
3 1793.23. (a) .The Legislature finds and declares all of4 the following:
5 (1) That the expansion of state warranty laws covering
6 new and used cars has given important and valuable
7 protection to consumers.
8 (2) That, in states without this valuable warranty
9 protection, used and irrepairable motor vehicles are10 being resold in the marketplace without notice to the

11 subsequent purchaser.
12 (3) That other states have addressed this problem by
13 requiring notices on the title of these vehicles or other14 notice procedures to warn consumers that the motor
15 vehicles were repurchased by a dealer or manufacturer
16 because the vehicle could not be repaired in a reasonable
17 length of time or a reasonable r e...ykleArmickuNNT sIi
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1 or the dealer or manufacturer was not willing to repair
2 the vehicle.
3 (4) That these notices serve the interests of consumers
4 who have a right to information relevant to their buying
5 decisions.
6 (5) That the disappearance of these notices upon the
7 transfer of title from another state to this state encourages
8 the transport of "lemons" to this state for sale to the
9 drivers of this state.

10 (b) This section and Section 1793.24 shall be known,
11 and may be cited as, the Automotive Consumer
12 Notification Act.
13 (c) Any manufacturer who reacquires or assists a
14 dealer or lienholder to reacquire a motor vehicle
15 registered in this state, any other state, or a federally
16 aelffiinistered district because the vehicle was recieirecl te
17 be replaced of accepted fef restitetien dee te the
18 rnanefaeterer:e te eenfeirft the vehicle te
19 applicable warranties persearkt to subdivision (d) of
20 Section 495ria ef any ether applicable law ef this state; any
21 ether state; of federal law; shall; prier to any sale; Ica3c,
22 administered district shall, prior to any sale, lease, or
23 transfer of the vehicle in this state, or prior to exporting
24 the vehicle to another state for sale, lease, or transfer if the
25 vehicle was registered in this state and reacquired
26 pursuant to the provisions of subdivision (d) of Section
27 1793.2, cause the vehicle to be retitled in the name of the
28 manufacturer, request the Department of Motor
29 Vehicles to inscribe the ownership certificate with the
30 notation "factory buyback," and affix a decal to the
31 vehicle in accordance with Section 11713.12 of the
32 Vehicle Code if the manufacturer knew or should have
33 known that the vehicle is required by law to be replaced,
34 accepted for restitution due to the failure of the
35 manufacturer to conform the vehicle to applicable
36 warranties pursuant to subdivision (d) of Section 1793.2,
37 or accepted for restitution by the manufacturer due to
38 the failure of the manufacturer to conform the vehicle to
39 warranties required by any other applicable law of the

R*Estat63,013.5%gt state, or federal law.
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1 (d)' Any .manufacturer who reacquires or assists a
2 dealer or lienholder to reacquire a motor vehicle in order
3  to resolve an cxprcas warranty dispute between the buyer
4 er lessee and the ffienufaeturer shy prier to sale; knee,
5 in response to a request by the buyer or lessee that the
6 vehicle be either replaced or accepted for restitution
7 because the vehicle did not conform to express warranties
8 shall, prior to the sale, lease, or other transfer of the
9 vehicle, execute and deliver to the subsequent transferee

10 a notice  and obtain the transferee's written
11 acknowledgment of a notice, as prescribed by Section
12. 1793.24.
13 -fe} Atty dealer who purchases for resale a meter
14 v.ehiele and hes beer:given rietiee pursuant to subdiigisien
15 ie-)- of Seetien 47794:$4 that the vehicle was reacquired irr
16 order to reselYe an express Yoliffilifity dispute between the
17 last retail owner of the reacquired ychiele and the
18 vehiele=s manufacturer shall; prier to sale; lease; er ether
19 (e) Any person, including any dealer, who acquires a
20 motor vehicle for resale and knows or should have known
21 that the vehicle was reacquired by the vehicle's
22 manufa6turer in response to a request by the last retail
23 owner or lessee of the vehicle that it be replaced or
24 accepted for restitution because the vehicle did not
25 conform to express warranties shall, prior to the sale,
26 lease, or other transfer, execute and deliver to the
27 subsequent transferee a notice and obtain the transferee's
28 written acknowledgment of a notice, as prescribed by
29 Section 1793.24.
30 (f) Any person, including any manufacturer or dealer,
31 who sells, leases, or transfers ownership of a motor vehicle
32 when the vehicle's ownership certificate is inscribed with
33 the notation "factory buyback" shall, prior to the sale,
34 lease, or ownership transfer of the vehicle, provide the
35 transferee with a disclosure statement signed by the
36 transferee that states: "THIS VEHICLE WAS
37 REPURCHASED BY THE VEHICLE'S
38 MANUFACTURER DUE TO A DEFECT IN THE
39 VEHICLE PURSUANT TO CONSUMER WARRANTY
40 LAWS. THE TITLE TO THIS VEHICLE HAS BEEN

sr  0:, LEGISLATIVE INTENT Sstar 11.
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3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
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PERMANENTLY BRANDED WITH THE NOTATION
'FACTORY BUYBACIC'

(g) The disclosure requirements in subdivisions (d)
and are ia add err te, (e), and (f) are cumulative
with all other consumer notice requirements and do not
relieve any person, including any dealer or manufacturer,
from complying with any other applicable law, including
any requirement of subdivision (f) of Section 1793.22.

For purpeses ef this seetien; Eleftler'2 has the same
meaning as defined in Seetiert 185 of the Vehicle Bede-

(h) For purposes of this section, "dealer" means any
person engaged in the business of selling, offering for sale,

or negotiating the retail sale of; a used motor vehicle or
selling motor vehicles as a broker or agent for another,
including the officers, agents, and employees of the
person and any combination or association ofdealers.

SEC. 2. Section 1793.24 is added to the Civil Code, to
read:

1793.24. (a) The notice required in subdivisions (d)
and (e) of Section 1793.23 shall be prepared by the
manufacturer of the reacquired vehicle and shall disclose
all of the following:

( 1 ) Year, make, model, and vehicle identification
number of the vehicle.

(2) Whether the title to the vehicle has been inscribed
with the notation "factory buyback."

(3) The nature of each nonconformity reported by the
original buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt
to correct each nonconformity reported by the original
buyer or lessee.

(b) The notice shall be on a form 81/2 x 11 inches in size
and printed in no' smaller than 10 -point black type on a
white background.

The form shall only contain the following information
prior to it being filled out by the manufacturer:

VICE (800) 666-1917
94
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1 WARRANTY BUYBACK NOTICE
2
3 i-Gheek ewe er both; as applicable*
4
5 8 This vehiele was reacquired by the N.ehiele:s
6 manufacturer in resolution of a warranty dispute
7 between the erigine:I ewrier)(lessee and the
8 rftattuffteturer-
9 B The title, to this vehiele has been permanently

10 branded with the fietat4eft "factory buyback." The
11 rierteerifeffftity experienced by the original owner er
12 lessee has been corrected and the mftftufaeturer warrants
13 for 'a efteiyeer period that this vehiele is free of that
14 nonconformity -
15 (Check One)
16 This vehicle was repurchased by the vehicle's
17 manufacturer after the last retail owner or lessee
18 requested its repurchase due to the problems (s) listed
19 below.
20 El THIS VEHICLE WAS REPURCHASED BY THE
21 VEHICLES'S MANUFACTURER DUE TO A DEFECT
22 IN THE VEHICLE PURSUANT TO CONSUMER
23 WARRANTY LAWS. THE TITLE TO THIS VEHICLE
24 HAS BEEN PERMANENTLY BRANDED WITH THE
25 , NOTATION "FACTORY BUYBACK" Under California
26 law, the manufacturer must warrant to you, fora one year
27 period, that the vehicle is free of the problem (s) listed
28 below.
29
30
31
32

Year . Make Model

eriV
ONO LEGISLATIVE INTENT SE

1

1

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
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Problem (s) Reported by
Original Owner

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer (s)

Date

Date

Signature of Retail Buyer or Lessee Date

(c) The manufacturer shall provide an executed copy
of the notice to the manufacturer's transferee. Each
transferee, including a dealer, to whom the motorvehicle
is transferred prior to its sale to a retail buyer or lessee
shall be provided an executed copy of the notice by the
previous transferor.

SEC. 3. Section 1793.25 of the Civil Code is amended
to read:

1793.25. (a) Notwithstanding Part 1 (commencing
with Section 6001) of Division 2 of the Revenue and
Taxation Code, the State Board of Equalization shall
reimburse the manufacturer of a new motor vehicle for
an amount equal to the sales tax which the manufacturer
pays to or for the buyer when providing a replacement
vehicle pursuant to subparagraph (A) of paragraph (2)
of subdivision (d) of Section 1793.2 or includes in making
(800) 666-1917

at
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1 restitution to the buyer pursuant to subparagraph (B) of
2 paragraph (2) of subdivision (d) of Section 1793.2, when
3 satisfactory proof is provided that the retailer of the
4 motor vehicle for which the manufacturer is making
5 restitution has reported and paid the sales tax on the gross
6 receipts from the sale of that motor vehicle and the
7 manufacturer provides satisfactory proof that it has
8 complied with subdivision (c) of Section 1793.23. The
9 State Board of Equalization may adopt rules and

10 regulations to carry out, facilitate compliance with, or
11 prevent circumvention or evasion of, this section.
12 (b) Nothing in this section shall in any way change the
13 application of the sales and use tax to the gross receipts
14 and the sales price from the sale, and the storage, use, or
15 other consumption, in this state or tangible personal
16 property pursuant to Part 1 (commencing with Section
17 6001) of Division 2 of the Revenue and Taxation Code.
18 (c) The manufacturer's claim for reimbursement and
19 the board's approval or of the claim shall be subject
20 to the provisions of Article 1 (commencing with Section
21 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
22 and Taxation Code, except Sections 6902.1, 6903, 6907, and
23 6908 thereof, insofar as those provisions are not
24 inconsistent with this section.
25 SEC. 4. Section 1795.8 of the Civil Code is repealed.
26 SEC. 5. Section 4453 of the Vehicle Code is amended
27 to read:
28 4453. (a) The registration card shall contain upon its
29 face, the date issued, the name and residence or business
30 address of the owner and of the legal owner, if any, the
31 registration number assigned to the vehicle, and a
32 description of the vehicle as complete as .that required in
33 the application for registration of the vehicle.
34 (b) A motor vehicle of a type included in this
35 subdivision shall be identified as such on the face of the
36 registration card, whenever the department is able to
37 ascertain that fact, at the time application is made for
38 initial registration or transfer of ownership of the vehicle.
39 (1) A motor vehicle rebuilt and restored to operation
40 which was previously declared to be a total loss salvage

am. 0../ LEGISLATIVE INTENTS
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1 vehicle because the cost of repairs exceeds the retail value
2 of the vehicle.
3 (2) A motor vehicle rebuilt and restored to operation
4 which was previously reported to be dismantled pursuant
5 to Section 11520.
6 (3) A motor vehicle previously registered to a law
7 enforcement agency and operated in law enforcement
8 work.
9 (4) A motor vehicle formerly operated as a taxicab.

10 (5) A motor vehicle manufactured outside of the
11 United States and not intended by the manufacturer for
12 sale in the United States.
13 (6) A park trailer, as described in subdivision (b) of
14 Section 18010 of the Health and Safety Code, which when
15 moved upon the highway is required to be moved under
16 a permit pursuant to Section 35780.
17 (7) A motor vehicle that has been reacquired under
18 circumstances described in subdivision (c) of Section
19 1793.23 of the Civil Code, a vehicle with out-of-state
20 titling documents reflecting a warranty return, or a
21 vehicle that has been identified by an agency of another
22 state as requiring a warranty return title notation,
23 pursuant to the laws of that state. The notation made on
24 the face of the registration and pursuant to this

25 subdivision shall state "factory buyback."
26 (c) The director may modify the form, arrangement,
27 and information appearing on the face of the registration
28 card and may provide for standardization and
29 abbreviation of fictitious or firm names on the
30 registration card whenever the director finds that the
31 efficiency of the department will be promoted by so
32 doing, except that general delivery or post office box
33 numbers shall not be permitted as the address of the
34 registered owner unless there is no other address.
35 SEC. 6. Section 11713.12 is added to the Vehicle Code,
36 to read:
37 11713.12. (a) The decal required by subdivision (c)
38 of Section 1793.23 of the Civil Code to be affixed by a
39 manufacturer to a motor vehicle, shall be affixed to the
40 left front doorframe of the vehicle, or, if the vehicle does

ICE (800) 666-1917
94 2213
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1 not have a left front doorframe, it shall be affixed in a
2 location designated by the department. The decal shall
3 specify that title to the motor vehicle has been inscribed
4 with the notation "factory buyback" and shall be affixed
5 to the vehicle in a manner prescribed by the department.
6 (b) No person shall knowingly remove or alter any
7 decal affixed to a vehicle pursuant to subdivision (a) ,

8 whether or not licensed under this code.
9 SEC. 7. This act shall apply only to vehicles

10 reacquired by a manufacturer on or after the effective
11 date ef this set:- January 1, 1996, and shall not affect any
12 proceeding relating to vehicles reacquired prior to
13 January 1, 1996.
14 SEC. 8. No reimbursement is required by this act
15 pursuant to Section 6 of Article XIII B of the California
16 Constitution because the only costs that may be incurred
17 by a local agency or school district will be incurred
18 because this act creates a new crime or infraction,
19 eliminates a crime or infraction, or changes the penalty
20 for a crime or infraction, within the meaning of Section
21 17556 of the Government Code, or changes the definition
22 of a crime within the meaning of Section 6 of Article
23 XIII B of the California Constitution.
24 Notwithstanding Section 17580 of the Government
25 Code, unless otherwise specified, the provisions of this act
26 shall become operative on the same date that the act
27 takes effect pursuant to the California Constitution.

0
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AMENDED IN SENATE JULY 23, 1995

AMENDED IN SENATE JULY 15, 1995

AMENDED IN SENATE JULY 3, 1995

AMENDED IN SENATE JUNE 14, 1995

AMENDED IN ASSEMBLY APRIL 26, 1995

AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, to add Sections 1793.23
and 1793.24 to, and to repeal Section 1795.8 of, the Civil Code,
and to amend Section 4453 of, and to add Section 11713.12 to,
the Vehicle Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or
manufacturer, as specified, for failure to conform to
warranties, as specified.

ICE (800) 666-1917
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This bill would revise and recast the Automotive Consumer

Notification Act to, among other things, require the
manufacturer to retitle specified defective vehicles in its
name, request the Department of Motor Vehicles to inscribe
the ownership certificate with a specified notation, affix a
specified decal to the left doorframe of the vehicle, deliver a
specified notice to the transferee of the vehicle as prescribed,
and obtain the transferee's acknowledgment. The bill would
provide that it shall apply only to vehicles reacquired by a
manufacturer on or after January 1, 1996. The bill would make
legislative findings and declarations. The bill would also make
conforming changes.

By creating a new infraction under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.23 is added to the Civil
2 Code, to read:
3 1793.23. (a) The Legislature finds and declares all of
4 the following:
5 (1) That the expansion of state warranty laws covering
6 new and used cars has given important and valuable
7 protection to consumers.
8 (2) That, in states without this valuable warranty
9 protection, used and irrepairable motor vehicles are

10 being resold in the marketplace without notice to the
11 subsequent purchaser.
12 (3) That other states have addressed this problem by
13 requiring notices on the title of these vehicles or other
14 notice procedures to warn C'T-iRlimers that the motor"/ LEGISLATIVE INTENT SEion  Omni,
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1 vehicles were repurchased by a dealer or manufacturer
2 because the vehicle could not be repaired in a reasonable
3 length of time or a reasonable number of repair attempts
4 or the dealer or manufacturer was not willing to repair
5 the vehicle.
6 (4) That these notices serve the interests of consumers
7 who have a right to information relevant to their buying
8 decisions.
9 (5) That the disappearance of these notices upon the

10 transfer of title from another state to this state encourages
11 the transport of "lemons" to this state for sale to the
12 drivers of this state.
13 (b) This section and Section 1793.24 shall be known,
14 and may be cited as, the Automotive Consumer
15 Notification Act.
16 (c) Any manufacturer who reacquires or assists a
17 dealer or lienholder to reacquire a motor vehicle
18 registered in this state, any other state, or a federally
19 administered district shall, prior to any sale, lease, or
20 transfer of the vehicle in this state, or prior to exporting
21 the vehicle to another state for sale, lease, or transfer if the
22 vehicle was registered in this state and reacquired
23 pursuant to the provisions of subdivision (d) of Section
24 1793.2, cause the vehicle to be retitled in the name of the
25 manufacturer, request the Department of Motor
26 Vehicles to inscribe the ownership certificate with the
27 notation "firetery 131:1,43ftek-- "Lemon Law Buyback," and
28 affix a decal to the vehicle in accordance with Section
29 11713.12 of the Vehicle Code if the manufacturer knew or
30 should have known that the vehicle is required by law to
31 be replaced, accepted for restitution due to the failure of
32 the manufacturer to conform the vehicle to applicable
33 warranties pursuant to subdivision (d) of Section 1793.2,
34 or accepted for restitution by the manufacturer due to
35 the failure of the manufacturer to conform the vehicle to
36 warranties required by any other applicable law of the
37 state, any other state, or federal law.
38 (d) Any manufacturer who reacquires or assists a
39 dealer or lienholder to reacquire a motor vehicle in
40 resjognse to a request by the buyer or lessee that the

ICE (800) 666-1917
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1 vehicle be either replaced or accepted for restitution
2 because the vehicle did not conform to express warranties
3 shall, prior to the sale, lease, or other transfer of the
4 vehicle, execute and deliver to the subsequent transferee
5 a notice and obtain the transferee's written
6 acknowledgment of a notice, as prescribed by Section
7 1793.24.
8 (e) Any person, including any dealer, who acquires a
9 motor vehicle for resale and knows or should have known

10 that the vehicle was reacquired by the vehicle's
11 manufacturer in response to a request by the last retail
12 owner or lessee of the vehicle that it be replaced or
13 accepted for restitution because the vehicle did not
14 conform to express warranties shall, prior to the sale,
15 lease, or other transfer, execute and deliver to the
16 subsequent transferee a notice and obtain the transferee's
17 written acknowledgment of a notice, as prescribed by
18 Section 1793.24.
19 (f) Any person, including any manufacturer or dealer,
20 who sells, leases, or transfers ownership of a motor vehicle
21 when the vehicle's ownership certificate is inscribed with
22 the notation "factefy lattybeelel "Lemon Law Buyback"
23 shall, prior to the sale, lease, or ownership transfer of the
24 vehicle, provide the transferee with a disclosure
25 statement signed by the transferee that states:
26
27 "THIS VEHICLE WAS REPURCHASED BY THE
28 VEHICLE'S MANUFACTURER DUE TO A DEFECT
29 IN THE VEHICLE PURSUANT TO CONSUMER
30 WARRANTY LAWS. THE TITLE TO THIS VEHICLE
31 HAS BEEN PERMANENTLY BRANDED WITH THE
32 NOTATION =FAG -TORY BUYBACK' .'"T RAION LAW
33 BUYBACK',"
34
35
36
37
38
39
40

(g) The disclosure requirements in subdivisions (d) ,

(e) , and (f) are cumulative with all other consumer
notice requirements and do not relieve any person,
including any dealer or manufacturer, from complying
with any other applicable law, including any requirement

ddof subdivision (f) of Section .1 LEGISLATIVE INTENT SE.IeR
Ian loam.
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(h) For purposes of this section, "dealer" means any
person engaged in the business of selling, offering for sale,

or negotiating the retail sale of, a used motor vehicle or
selling motor vehicles as a broker or agent for another,
including the officers, agents, and employees of the
person and any combination or association of dealers.

SEC. 2. Section 1793.24 is added to the Civil Code, to
read:

1793.24. (a) The notice required in subdivisions (d)
and (e) of Section 1793.23 shall be prepared by the
manufacturer of the reacquired vehicle and shall disclose
all of the following:

(1) Year, make, model, and vehicle identification
number of the vehicle.

(2) Whether the title to the vehicle has been inscribed
with the notation "factory buyback."

(3) The nature of each nonconformity reported by the
original buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt
to correct each nonconformity reported by the original
buyer or lessee.

(b) The notice shall be on a form 81/2 x 11 inches in size
and printed in no smaller than 10 -point black type on a
white background.

The form shall only contain the following information
prior to it being filled out by the manufacturer:

WARRANTY BUYBACK NOTICE

(Check One)
E This vehicle was repurchased by the vehicle's

manufacturer after the last retail owner or lessee
requested its repurchase due to the pie}.
problem (s) listed below.

THIS VEHICLE WAS REPURCHASED BY THE
3i-E14I6LE&S ITS MANUFACTURER DUE TO A
DEFECT IN THE VEHICLE PURSUANT TO
CONSUMER WARRANTY LAWS. THE TITLE TO
THIS VEHICLE HAS BEEN PERMANENTLY
BRANDED. WITH THE NOTATION .PAG-TORY

kout..) ui
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1

2
3
4
5
6
7
8
9

10

11
12
13
14
15
16
17
18

20
21
22
23

BUYBACK." "LEMON LAW BUYBACK" Under
California law, the manufacturer must warrant to you, for
a one year period, that the vehicle is free of the
problem (s) listed below.

V.1.1. Year

Problem (s) Reporte. y
Original Owner

Signature of Manufacturer

24 Signature of Dealer (s)
25
26
27
28
29
30
31
32
33 (c) The manufacturer shall provide an executed copy
34 of the notice to the manufacturer's transferee. Each
35 transferee, including a dealer, to whom the motor vehicle
36 is transferred prior to its sale to a retail buyer or lessee
37 shall be provided an executed copy of the notice by the
38 previous transferor.
39 SEC. 3. Section 1793.25 of the Civil Code is amended
40 to read:

Make

Repairs Made, i any, to
Correct Reported Problem (s)

Date

Signature of Retail Buyer or Lessee

Date

Date

I

I
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1 1793.25. (a) Notwithstanding Part 1 (commencing
2 with Section 6001) of Division 2 of the Revenue and
3 Taxation Code, the State Board of Equalization shall
4 reimburse the manufacturer of a new motor vehicle for
5 an amount equal to the sales tax which the manufacturer
6 pays to or for the buyer when providing a replacement
7 vehicle pursuant to subparagraph (A) of paragraph (2)
8 of subdivision (d) of Section 1793.2 or includes in making
9 restitution to the buyer pursuant to subparagraph (B) of

10 paragraph (2) of subdivision (d) of Section 1793.2, when
11 satisfactory proof is provided that the retailer of the
12 motor vehicle for which the manufacturer is making
13 restitution has reported and paid the sales tax on the gross
14 receipts from the sale of that motor vehicle and the
15 manufacturer provides satisfactory proof that it has
16 complied with subdivision (c) of Section 1793.23. The
17 State Board of Equalization may adopt rules and
18 regulations to carry out, facilitate compliance with, or
19 prevent circumvention or evasion of, this section.
20 (b) Nothing in this section shall in any way change the
21 application of the sales and use tax to the gross receipts
22 and the sales price from the sale, and the storage, use, or
23 other consumption, in this state or tangible personal
24 property pursuant to Part 1 (commencing with Section
25 6001) of Division 2 of the Revenue and Taxation Code.
26 (c) The manufacturer's claim for reimbursement and
27 the board's approval or denial of the claim shall b e subject
28 to the provisions of Article 1 (commencing with Section
29 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
30 and Taxation Code, except Sections 6902.1, 6903, 6907, and
31 6908 thereof, insofar as those provisions are not
32 inconsistent with this section.
33 SEC. 4. Section 1795.8 of the Civil Code is repealed.
34 SEC. 5. Section 4453 of the Vehicle Code is amended
35 to read:
36 4453. (a) The registration card shall contain upon its
37 face, the date issued, the name and residence or business
38 address of the owner and of the legal owner, if any, the
39 registration number assigned to the vehicle, and a

...rue:, LEGISLATIVE INTENT S ICE....-
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1 description of the vehicle as complete as that required in
2 the application for registration of the vehicle.
3 (b) A motor vehicle of a type included in this
4 subdivision shall be identified as such on the face of the
5 registration card, whenever the department is able to
6 ascertain that fact, at the time application is made for
7 initial registration or transfer of ownership of the vehicle.
8 (1) A motor vehicle rebuilt and restored to operation
9 which was previously declared to be a total loss salvage

10 vehicle because the cost of repairs exceeds the retail value
11 of the vehicle.
12 (2) A motor vehicle rebuilt and restored to operation
13 which was previously reported to be dismantled pursuant
14 to Section 11520.
15 (3) A motor vehicle previously registered to a law
16 enforcement agency and operated in law enforcement
17 work.
18 (4) A motor vehicle formerly operated as a taxicab.
19 (5) A motor vehicle manufactured outside of the
20 United States and not intended by the manufacturer for
21 sale in the United States.
22 (6) A park trailer, as described in subdivision (b) of
23 Section 18010 of the Health and Safety Code, which when
24 moved upon the highway is required to be moved under
25 a permit pursuant to Section 35780.
26 (7) A motor vehicle that has been reacquired under
27 circumstances described in subdivision (c) of Section
28 1793.23 of the Civil Code, a vehicle with out-of-state
29 titling documents reflecting a warranty return, or a
30 vehicle that has been identified by an agency of another
31 state as requiring a warranty return title notation,
32 pursuant to the laws of that state. The notation made on
33 the face of the registration and pursuant to this
34 subdivision shall state f-Etet-efy latiy13ftek,2 `!Lemon Law
35 Buyback."
36 (c) The director may modify the form, arrangement,
37 and information appearing on the face of the registration
38 card and may provide for standardization')
39 abbreviation of fictitious or firm naafi :_4'`''

40 registration card whenever the director' fin
*oil
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1 efficiency of the department will be promoted by so
2 doing, except that general delivery or post office box
3 numbers shall not be permitted as the address of the
4 registered owner unless there is no other address.
5 SEC. 6. Section 11713.12 is added to the Vehicle Code,
6 to read:
7 11713.12. (a) The decal required by subdivision (c)
8 of Section 1793.23 of the Civil Code to be affixed by a
9 manufacturer to a motor vehicle, shall be affixed to the

10 left front doorframe of the vehicle, or, if the vehicle does
11 not have a left front doorframe, it shall be affixed in a
12 location designated by the department. The decal shall
13 specify that title to the motor vehicle has been inscribed
14 with the notation .t faet-e-rt buylmtele-2 "Lemon Law
15 Buyback" and shall be affixed to the vehicle in a manner
16 prescribed by the department.
17 (b) No person shall knowingly remove or alter any
18 decal affixed to a vehicle pursuant to subdivision (a) ,

19 whether or riot licensed under this code.
20 SEC. 7. This act shall apply only to vehicles
21 reacquired by a manufacturer on or after January 1, 1996,
22 and shall not affect any proceeding relating to vehicles
23 reacquired prior to January 1, 1996.
24 SEC. 8. No reimbursement is required by this act
25 pursuant to Section 6 of Article XIII B of the California
26 Constitution because the only costs that may be incurred
27 by a local agency or school district will be incurred
28 because this act creates a new crime or infraction,
29 eliminates a crime or infraction, or changes the penalty
30 for a crime or infraction, within the meaning of Section
31 17556 of the Government Code, or changes the definition
32 of a crime within the meaning of Section 6 of Article
33 XIII B of the California Constitution.
34 Notwithstanding Section 17580 of the Government
35 Code, unless otherwise sper:ified, the provisions of this act
36 shall become operative on the same date that the act
37 takes effect pursuant to the California Constitution.
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AMENDED IN SENATE AUGUST 21, 1995

AMENDED IN SENATE JULY 23, 1995

AMENDED IN SENATE JULY 15, 1995

AMENDED IN SENATE JULY 3, 1995

AMENDED IN SENATE JUNE 14, 1995

AMENDED IN ASSEMBLY APRIL 26, 1995

AMENDED IN ASSEMBLY APRIL 5, 1995

CALIFORNIA LEGISLATURE -1995-96 REGULAR SESSION

ASSEMBLY BILL No. 1381

Introduced by Assembly Member Speier

February 24, 1995

An act to amend Section 1793.25 of, to add Sections 1793.23
and 1793.24 to, and to repeal Section 1795.8 of, the Civil Code,
and to amend Section 4453 of, and to add Section 11713.12 to,
the Vehicle Code, relating to vehicles.

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, as amended, Speier. Vehicles: Automotive
Consumer Notification Act.

Existing provisions of the Civil Code, the Automotive
Consumer Notification Act, require the seller of a vehicle to
include a specified disclosure if that vehicle has been
returned, or should have been returned, to the dealer or

 II 0 LEGISLATIVE INTENT SE E (800) 666-1917
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AB, 1381 -2 -
manufacturer, as specified, for failure to conform to
warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act to, among other things, require the
manufacturer to retitle specified defective vehicles in its
name, request the Department of Motor Vehicles to inscribe
the ownership certificate with a specified notation, affix a
specified decal to the left doorframe of the vehicle, deliver a
specified notice to the transferee of the vehicle as prescribed,
and obtain the transferee's acknowledgment. The bill would
provide that it shall apply only to vehicles reacquired by a
manufacturer on or after January 1, 1996. The bill would make
legislative findings and declarations. The bill would also make
conforming changes.

By creating a new infraction under the provisions of the
Vehicle Code, this bill would impose a state -mandated local
program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State -mandated local program: yes.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1793.23 is added to the Civil
2 Code, to read:
3 1793.23. (a) The Legislature finds and declares all of
4 the following:
5 (1) That the expansion of state warranty laws covering
6 new and used cars has given important and valuable
7 protection to consumers.
8 (2) That, in states without this valuable warranty
9 protection, used and irrepairable motor vehicles are

10 being resold in the marketplace without notice to the
11 subsequent purchaser.
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(3) That other states have addressed this problem by
requiring notices on the title of these vehicles or other
notice procedures to warn consumers that the motor
vehicles were repurchased by a dealer or manufacturer
because the vehicle could not be repaired in a reasonable
length of time or a reasonable number of repair attempts
or the dealer or manufacturer was not willing to repair
the vehicle.

(4) That these notices serve the interests of consumers
who have a right to information relevant to their buying
decisions.

(5) That the disappearance of these notices upon the
transfer of title from another state to this state encourages
the transport of "lemons" to this state for sale to the
drivers of this state.

(b) This section and Section 1793.24 shall be known,
and may be cited as, the Automotive Consumer
Notification Act.

(c) Any manufacturer who reacquires or assists a
dealer or lienholder to reacquire a motor vehicle
registered in this state, any other state, or a federally
administered district shall, prior to any sale, lease, or
transfer of the vehicle in this state, or prior to exporting
the vehicle to another state for sale, lease, or transfer if the
vehicle was registered in this state and reacquired
pursuant to the provisions of subdivision (d) of Section
1793.2, cause the vehicle to be retitled in the name of the
manufacturer, request the Department of Motor
Vehicles to inscribe the ownership certificate with the
notation "Lemon Law Buyback," and affix a decal to the
vehicle in accordance with Section 11713.12 of the
Vehicle Code if the manufacturer knew or should have
known that the vehicle is required by law to be replaced,
accepted for restitution due to the failure of the
manufacturer to conform the vehicle to applicable
warranties pursuant to subdivision (d) of Section 1793.2,
or accepted for restitution by the manufacturer due to
the failure of the manufacturer to conform the vehicle to
warranties required by any other applicable law of the
state ,any other state, or federal law.
(800) 666-1917
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AB 1381 -4-
1 (d) Any manufacturer who reacquires or assists a
2 dealer or lienholder to reacquire a motor vehicle in
3 response to a request by the buyer or lessee that the
4 vehicle be either replaced or accepted for restitution
5 because the vehicle did not conform to express warranties
6 shall, prior to the sale, lease, or other transfer of the
7 vehicle, execute and deliver to the subsequent transferee
8 a notice and obtain the transferee's written
9 acknowledgment of a notice, as prescribed by Section

10
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38
39
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1793.24.
(e) Any person, including any dealer, who acquires a

motor vehicle for resale and knows or should have known
that the vehicle was reacquired by the vehicle's
manufacturer in response to a request by the last retail
owner or lessee of the vehicle that it be replaced or
accepted for restitution because the vehicle did not
conform to express warranties shall, prior to the sale,
lease, or other transfer, execute and deliver to the
subsequent transferee a notice and obtain the transferee's
written acknowledgment of a notice, as prescribed by
Section 1793.24.

(f) Any person, including any manufacturer or dealer,
who sells, leases, or transfers ownership of a motor vehicle
when the vehicle's ownership certificate is inscribed with
the notation "Lemon Law Buyback" shall, prior to the
sale, lease, or ownership transfer of the vehicle, provide
the transferee with a disclosure statement signed by the
transferee that states:

"THIS VEHICLE WAS REPURCHASED BY THE
VEHIGLE1 ITS MANUFACTURER DUE TO A
DEFECT IN THE VEHICLE PURSUANT TO
CONSUMER WARRANTY LAWS. THE TITLE TO
THIS VEHICLE HAS BEEN PERMANENTLY
BRANDED WITH THE NOTATION 'LEMON LAW
BUYBACK'."

27
28
29
30
31
32
33 34
35
36
37
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1 including any dealer or manufacturer, from complying
2 with any other applicable law, including any requirement
3 of subdivision (f) of Section 1793.22.
4 (h) For purposes of this section, "dealer" means any
5 person engaged in the business of selling, offering for sale,
6 or negotiating the retail sale of, a used motor vehicle or
7 selling motor vehicles as a broker or agent for another,
8 including the officers, agents, and employees of the
9 person and any combination or association of dealers.

10 SEC. 2. Section 1793.24 is added to the Civil Code, to
11 read:
12 1793.24. (a). The notice required in subdivisions (d)
13 and ( e) of Section 1793.23 shall be prepared by the
14 manufacturer of the reacquired vehicle and shall disclose
15 all of the following:
16 (1) Year, make, model, and vehicle identification
17 number of the vehicle.
18 (2) Whether the title to the vehicle has been inscribed
19 with the notation fete buybfte4 "Lemon Law
20 Buyback."
21 (3) The nature of each nonconformity reported by the
22 original buyer or lessee of the vehicle.
23 (4) Repairs, if any, made to the vehicle in an attempt
24 to correct each nonconformity reported by the original
25 buyer or lessee.
26 (b) The notice shall be on a form 81/2 x 11 inches in size

and printed in no smaller than 10 -point black type on a
white background.

The form shall only contain the following information
prior to it being filled out by the manufacturer:

( g) The disclosure requirements in subdivisions (d), 38
(e) , and (f) are cumulative with all other consumer 39

notice requirements and do not relieve any person, 40
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WARRANTY BUYBACK NOTICE

(Check One)
El This vehicle was repurchased by the vehicle's

manufacturer after the last retail owner or lessee
requested its repurchase due to the problem (s) listed
below.

THIS VEHICLE WAS REPURCHASED BY ITS
MANUFACTURER DUE TO A DEFECT IN THE
(800) 666-1917
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1
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VEHICLE PURSUANT TO CONSUMER WARRANTY
LAWS. THE TITLE TO THIS VEHICLE HAS BEEN
PERMANENTLY BRANDED WITH THE NOTATION
"LEMON LAW BUYBACK." Under California law, the
manufacturer must warrant to you, for a one year period,
that the vehicle is free of the problem (s) listed below.

Problem (s) Reportedby
Original Owner

Year Make

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer (s)

Signature of Retail Buyer or Lessee

Date

Date

Date

(c) The manufacturer shall provide an executed copy
of the notice to the manufacturer's transferee. Each
transferee, including a dealer, to whom the motor vehicle
is transferred prior to its sale to a retail buyer or lessee
shall be provided an executed copy of the notice by the
previous transferor.
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SEC. 3. Section 1793.25 of the Civil Code is amended
to read:

1793.25. (a) Notwithstanding Part 1 (commencing
with Section 6001) of Division 2 of the Revenue and
Taxation Code, the State Board of Equalization shall
reimburse the manufacturer of a new motor vehicle for
an amount equal to the sales tax which the manufacturer
pays to or for the buyer when providing a replacement
vehicle pursuant to subparagraph (A) of paragraph (2)
of subdivision (d) of Section 1793.2 or includes in making
restitution to the buyer pursuant to subparagraph (B) of
paragraph (2) of subdivision (d) of Section 1793.2, when
satisfactory proof is provided that the retailer of the
motor vehicle for which the manufacturer is making
restitution has reported and paid the sales tax on the gross
receipts from the sale of that motor vehicle and the
manufacturer provides satisfactory proof that it has
complied with subdivision (c) of Section 1793.23. The
State Board of Equalization may adopt rules and
regulations to carry out, facilitate compliance with, or
prevent circumvention or evasion of, this section.

(b) Nothing in this section shall in any way change the
application of the sales and use tax to the gross receipts
and the sales price from the sale, and the storage, use, or
other consumption, in this state or tangible personal
property pursuant to Part 1 (commencing with Section
6001) of Division 2 of the Revenue and Taxation Code.

(c) The manufacturer's claim for reimbursement and
the board's approval or denial of the claim shall be subject
to the provisions of Article 1 (commencing with Section
6901) of Chapter 7 of Part 1 of Division 2 of the Revenue
and Taxation Code, except Sections 6902.1, 6903, 6907, and
6908 thereof, insofar as those provisions are not
inconsistent with this section.

SEC. 4. Section 1795.8 of the Civil Code is repealed.
SEC. 5. Section 4453 of the Vehicle Code is amended

to read:
4453. (a) The registration card shall contain upon its

face, the date issued, the name and residence or business
address of the owner and of the legal owner, if any, the

E (800) 666-1917
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AB 1381 -8-
1 registration number assigned to the vehicle, and a
2 description of the vehicle as complete as that required in
3 the application for registration of the vehicle.
4 (b) A motor vehicle of a type included in this
5 subdivision shall be identified as such on the face of the
6 registration card, whenever the department is able to
7 ascertain that fact, at the time application is made for
8 initial registration or transfer of ownership of the vehicle.
9 (1) A motor vehicle rebuilt and restored to operation

10 which was previously declared to be a total loss salvage
11 vehicle because the cost of repairs exceeds the retail value
12 of the vehicle.
13 (2) A motor vehicle rebuilt and restored to operation
14 which was previously reported to be dismantled pursuant
15 to Section 11520.
16 (3) A motor vehicle previously registered to a law17 enforcement agency and operated in law enforcement
18 work.
19 (4) A motor vehicle formerly as a taxicab.
20 (5) A motor vehicle manufactured outside of the
21 United States and not intended by the manufacturer for
22 sale in the United States.
23 (6) A park trailer, as described in subdivision (b) of
24 Section 18010 of the Health and Safety Code, which when
25 moved upon the highway is required to be moved under
26 a permit pursuant to Section 35780.
27 (7) A motor vehicle that has been reacquired under
28 circumstances described in subdivision (c) of Section
29 1793.23 of the Civil Code, a vehicle with out-of-state
30 titling documents reflecting a warranty return, or a
31 vehicle that has been identified by an agency of another
32 state as requiring a warranty return title notation,
33 pursuant to the laws of that state. The notation made on34 the face of the registration and pursuant to this
35 subdivision shall state "Lemon Law Buyback."
36 (c) The director may modify the form, arrangement,
37 and information appearing on the face of the registration
38 card and may provide for standardization and39 abbreviation of fictitious or firm names on the
40 registration card whenever the director finds that the
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1 efficiency of the department will be promoted by so
2 doing, except that general delivery or post office box
3 numbers shall not be permitted as the address of the
4 registered owner unless there is no other address.
5 SEC. 6. Section 11713.12 is added to the Vehicle Code,
6 to read:
7 11713.12. (a) The decal required by subdivision (c)
8 of Section 1793.23 of the Civil Code to be affixed by a
9 manufacturer to a motor vehicle, shall be affixed to the

10 left front doorframe of the vehicle, or, if the vehicle does
11 not have a left front doorframe, it shall be affixed in a
12 location designated by the department. The decal shall
13 specify that title to the motor vehicle has been inscribed
14 with the notation "Lemon Law Buyback" and shall be
15 affixed to the vehicle in a manner prescribed by the
16 department.
17 (b) No person shall knowingly remove or alter any
18 decal affixed to a vehicle pursuant to subdivision (a) ,

19 whether or not licensed under this code.
20 SEC. 7. This act shall apply only to vehicles
21 reacquired by a manufacturer on or after January 1, 1996,
22 and shall not affect any proceeding relating to vehicles
23 reacquired prior to January 1, 1996.
24 SEC. 8. No reimbursement is required by this act
25 pursuant to Section 6 of Article XIII B of the California
26 Constitution because the only costs that may be incurred
27 by a local agency or school district will be incurred
28 because this act creates a new crime or infraction,
29 eliminates a crime or infraction, or changes the penalty
30 for a crime or infraction, within the meaning of Section
31 17556 of the Government Code, or changes the definition
32 of a crime within the meaning of Section 6 of Article
33 XIII B of the California Constitution.
34 Notwithstanding Section 17580 of the Government
35 Code, unless otherwise specified, the provisions of this act
36 shall become operative on the same date that the act
37 takes effect pursuant to the California Constitution.
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Assembly Bill No. 1381

CHAPTER 503

An act to amend Section 1793.25 of, to add Sections 1793.23 and
1793.24 to, and to repeal Section 1795.8 of, the Civil Code, and to
amend Section 4453 of, and to add Section 11713.12 to, the Vehicle
Code, relating to vehicles.

[Approved by Governor October 3, 1995. Filed
with Secretary of State October 4, 1995.]

LEGISLATIVE COUNSEL'S DIGEST

AB 1381, Speier. Vehicles: Automotive Consumer Notification
Act.

Existing provisions of the Civil Code, the Automotive Consumer
Notification Act, require the seller of a vehicle to include a specified
disclosure if that vehicle has been returned, or should have been
returned, to the dealer or manufacturer, as specified, for failure to
conform to warranties, as specified.

This bill would revise and recast the Automotive Consumer
Notification Act to, among other things, require the manufacturer to
retitle specified defective vehicles in its name, request the
Department of Motor Vehicles to inscribe the ownership certificate
with a specified notation, affix a specified decal to the left doorframe
of the vehicle, deliver a specified notice to the transferee of the
vehicle as prescribed, and obtain the transferee's acknowledgment.
The bill would provide that it shall apply only to vehicles reacquired
by a manufacturer on or after January 1, 1996. The bill would make
legislative findings and declarations. The bill would also make
conforming changes.

By creating a new infraction under the provisions of the Vehicle
Code, this bill would impose a state -mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that no reimbursement is required by this
act for a specified reason.

The people of the State of California do enact as follows:

SECTION 1. Section 1793.23 is added to the Civil Code, to read:
1793.23. (a) The Legislature finds and declares all of the

following:

1.:Y LEGISLATIVE INTENT SERVICE (800) 666-1917 a -.11 2225



Ch. 503 -2 -
(1) That the expansion of state warranty laws covering new and

used cars has given important and valuable protection to consumers.
(2) That, in states without this valuable warranty protection, used

and irrepairable motor vehicles are being resold in the marketplace
without notice to the subsequent purchaser.

(3) That other states have addressed this problem by requiring
notices on the title of these vehicles or other notice procedures to
warn consumers that the motor vehicles were repurchased by a
dealer or manufacturer because the vehicle could not be repaired in
a reasonable length of time or a reasonable number of repair
attempts or the dealer or manufacturer was not willing to repair the
vehicle.

(4) That these notices serve the interests of consumers who have
a right to information relevant to their buying decisions.

(5) That the disappearance of these notices upon the transfer of
title from another state to this state encourages the transport of
"lemons" to this state for sale to the drivers of this state.

(b) This section and Section 1793.24 shall be known, and may be
cited as, the Automotive Consumer Notification Act.

( c ) Any manufacturer who reacquires or assists a dealer or
lienholder to reacquire a motor vehicle registered in this state, any
other state, or a federally administered district shall, prior to any sale,
lease, or transfer of the vehicle in this state, or prior to exporting the
vehicle to another state for sale, lease, or transfer if the vehicle was
registered in this state and reacquired pursuant to the provisions of
subdivision (d) of Section 1793.2, cause the vehicle to be retitled in
the name of the manufacturer, request the Department of Motor
Vehicles to inscribe the ownership certificate with the notation
"Lemon Law Buyback," and affix a decal to the vehicle in accordance
with Section 11713.12 of the Vehicle Code if the manufacturer knew
or should have known that the vehicle is required by law to be
replaced, accepted for restitution due to the failure of the
manufacturer to conform the vehicle to applicable warranties
pursuant to subdivision (d) of Section 1793.2, or accepted for
restitution by the manufacturer due to the failure of the
manufacturer to conform the vehicle to warranties required by any
other applicable law of the state, any other state, or federal law.

(d) Any manufacturer who reacquires or assists a dealer or
lienholder to reacquire a motor vehicle in response to a request by
the buyer or lessee that the vehicle be either replaced or accepted
for restitution because the vehicle did not conform to express
warranties shall, prior to the sale, lease, or other transfer of the
vehicle, execute and deliver to the subsequent transferee a notice
and obtain the transferee's written acknowledgment of a notice, as
prescribed by Section 1793.24.

(e) Any person, including any dealer, who acquires a motor
vehicle for resale and knows or should have known that the vehicle
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was reacquired by the vehicle's manufacturer in response to a
request by the last retail owner or lessee of the vehicle that it be
replaced or accepted for restitution because the vehicle did not
conform to express warranties shall, prior to the sale, lease, or other
transfer, execute and deliver to the subsequent transferee a notice
and obtain the transferee's written acknowledgment of a notice, as
prescribed by Section 1793.24.

(f) Any person, including any manufacturer or dealer, who sells,
leases, or transfers ownership of a motor vehicle when the vehicle's
ownership certificate is inscribed with the notation "Lemon Law
Buyback" shall, prior to the sale, lease, or ownership transfer of the
vehicle, provide the transferee with a disclosure statement signed by
the transferee that states:

"THIS VEHICLE WAS REPURCHASED BY ITS
MANUFACTURER DUE TO A DEFECT IN THE VEHICLE
PURSUANT TO CONSUMER WARRANTY LAWS. THE TITLE TO
THIS VEHICLE HAS BEEN PERMANENTLY BRANDED WITH
THE NOTATION 'LEMON LAW BUYBACK'."

(g) The disclosure requirements in subdivisions (d) , (e) , and (f)
are cumulative with all other consumer notice requirements and do
not relieve any person, including any dealer or manufacturer, from
complying with any other applicable law, including any requirement
of subdivision (f) of Section 1793.22.

(h) For purposes of this section, "dealer" means any person
engaged in the business of selling, offering for sale, or negotiating the
retail sale of, a used motor vehicle or selling motor vehicles as a
broker or agent for another, including the officers, agents, and
employees of the person and any combination or association of
dealers.

SEC. 2. Section 1793.24 is added to the Civil Code, to read:
1793.24. (a) The notice required in subdivisions (d) and (e) of

Section 1793.23 shall be prepared by the manufacturer of the
reacquired vehicle and shall disclose all of the following:

(1) Year, make, model, and vehicle identification number of the
vehicle.

(2) Whether the title to the vehicle has been inscribed with the
notation "Lemon Law Buyback."

(3) The nature of each nonconformity reported by the original
buyer or lessee of the vehicle.

(4) Repairs, if any, made to the vehicle in an attempt to correct
each nonconformity reported by the original buyer or lessee.

(b) The notice shall be on a form 81/2 x 11 inches in size and
printed in no smaller than 10 -point black type on a white background.

The form shall only contain the following information prior to it
being filled out by the manufacturer:

(800) 666-1917
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WARRANTY BUYBACK NOTICE

(Check One)
[1] This vehicle was repurchased by the vehicle's manufacturer

after the last retail owner or lessee requested its repurchase due tothe problem (s) listed below.
111 THIS VEHICLE WAS REPURCHASED BY ITS

MANUFACTURER DUE TO A DEFECT IN THE VEHICLE
PURSUANT TO CONSUMER WARRANTY LAWS. THE TITLE TO
THIS VEHICLE HAS BEEN PERMANENTLY BRANDED WITH
THE NOTATION "LEMON LAW BUYBACK." Under California
law, the manufacturer must warrant to you, for a one year period,
that the vehicle is free of the problem (s) listed below.

Year Make

Problem(s) Reported -by
Original Owner

Model

Repairs Made, if any, to
Correct Reported Problem (s)

Signature of Manufacturer

Signature of Dealer (s)

Signature of Retail Buyer or Lessee

Date

Date

Date

(c) The manufacturer shall provide an executed copy of the notice
to the manufacturer's transferee. Each transferee, including a dealer,
to whom the motor vehicle is transferred prior to its sale to a retail
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buyer or lessee shall be provided an executed copy of the notice by
the previous transferor.

SEC. 3. Section 1793.25 of the Civil Code is amended to read:
1793.25. (a) Notwithstanding Part 1 (commencing with Section

6001) of Division 2 of the Revenue and Taxation Code, the State
Board of Equalization shall reimburse the manufacturer of a new
motor vehicle for an amount equal to the sales tax which the
manufacturer pays to or for the buyer when providing a replacement
vehicle pursuant to subparagraph (A) of paragraph (2) of subdivision
(d) of Section 1793.2 or includes in making restitution to the buyer
pursuant to subparagraph (B) of paragraph (2) of subdivision (d) of
Section 1793.2, when satisfactory proof is provided that the retailer
of the motor vehicle fol. which the manufacturer is making restitution
has reported and paid the sales tax on the gross receipts from the sale
of that motor vehicle and the manufacturer provides satisfactory
proof that it has complied with subdivision (c) of Section 1793.23. The
State Board of Equalization may adopt rules and regulations to carry
out, facilitate compliance with, or prevent circumvention or evasion
of, this section.

(b) Nothing in this section shall in any way change the application
of the sales and use tax to the gross receipts and the sales price from
the sale, and the storage, use, or other consumption, in this state or
tangible personal property pursuant to Part 1 (commencing with
Section 6001) of Division 2 of the Revenue and Taxation Code.

(c) The manufacturer's claim for reimbursement and the board's
approval or denial of the claim shall be subject to the provisions of
Article 1 (commencing with Section 6901) of Chapter 7 of Part 1 of
Division 2 of the Revenue and Taxation Code, except Sections 6902.1,
6903, 6907, and 6908 thereof, insofar as those provisions are not
inconsistent with this section.

SEC. 4. Section 1795.8 of the Civil Code is repealed.
SEC. 5. Section 4453 of the Vehicle Code is amended to read:
4453. (a) The registration card shall contain upon its face, the

date issued, the name and residence or business address of the owner
and of the legal owner, if any, the registration number assigned to the
vehicle, and a description of the vehicle as complete as that required
in the application for registration of the vehicle.

(b) A motor vehicle of a type included in this subdivision shall be
identified as such on the face of the registration card, whenever the
department is able to ascertain that fact, at the time application is
made for initial registration or transfer of ownership of the vehicle.

(1) A motor vehicle rebuilt and restored to operation which was
previously declared to be a total loss salvage vehicle because the cost
of repairs exceeds the retail value of the vehicle.

(2) A motor vehicle rebuilt and restored to operation which was
previously reported to be dismantled pursuant to Section 11520.
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(3) A motor vehicle previously registered to a law enforcement

agency and operated in law enforcement work.
(4) A motor vehicle formerly operated as a taxicab.
(5) A motor vehicle manufactured outside of the United States

and not intended by the manufacturer for sale in the United States.
(6) A park trailer, as described in subdivision (b) of Section 18010

of the Health and Safety Code, which when moved upon the highway
is required to be moved under a permit pursuant to Section 35780.

(7) A motor vehicle that has been reacquired under
circumstances described in subdivision (c) of Section 1793.23 of the
Civil Code, a vehicle with out-of-state titling documents reflecting a
warranty return, or a vehicle that has been identified by an agency
of another state as requiring a warranty return title notation,
pursuant to the laws of that state. The notation made on the face of
the registration and pursuant to this subdivision shall state "Lemon
Law Buyback."

(c) The director may modify the form, arrangement, and
information appearing on the face of the registration card and may
provide for standardization and abbreviation of fictitious or firm
names on the registration card whenever the director finds that the
efficiency of the department will be promoted by so doing, except
that general delivery or post office box numbers shall not be
permitted as the address of the registered owner unless there is no
other address.

SEC. 6. Section 11713.12 is added to the Vehicle Code, to read:
11713.12. (a) The decal required by subdivision (c) of Section

1793.23 of the Civil Code to be affixed by a manufacturer to a motor
vehicle, shall be affixed to the left front doorframe of the vehicle, or,
if the vehicle does not have a left front doorframe, it shall be affixed
in a location designated by the department. The decal shall specify
that title to the motor vehicle has been inscribed with the notation
"Lemon Law Buyback" and shall be affixed to the vehicle in a
manner prescribed by the department.

(b) No person shall knowingly remove or alter any decal affixed
to a vehicle pursuant to subdivision (a) , whether or not licensed
under this code.

SEC. 7. This act shall apply only to vehicles reacquired by a
manufacturer on or after January 1, 1996, and shall not affect any
proceeding relating to vehicles reacquired prior to January 1, 1996.

SEC. 8. No reimbursement is required by this act pursuant to
Section 6 of Article XIII B of the California Constitution because the
only costs that may be incurred by a local agency or school district will
be incurred because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty for a crime
or infraction, within the meaning of Section 17556 of the Government
Code, or changes the definition of a crime within the meaning of
Section 6 of Article XIII B of the Cal'f-ii"i affigi!coa.e A I IVE INTENT SERVICE

vi rus ila

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California

Constitution.

(800) 666-1917

0
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1995-96 REGULAR SESSION 885

A.B. No. 1381-Speier.
An act to amend Section 1793.25 of, to add Sections 1793.23 and 1793.24 to, and

to repeal Section 1795.8 of, the Civil Code, and to amend Section 4453 of, and
to add Section 11713.12 to, the Vehicle Code, relating to vehicles.

1995
Feb. 24-Introduced. To print.
Feb. 25-From printer. May be heard in committee March 27.
Feb. 27-Read first time.
Mar. 16-Referred to Com. on TRANS.
April 5-From committee chair, with author's amendments: Amend, and

re -refer to Com. on TRANS. Read second time and amended.
April 17-Re-referred to Com. on TRANS.
April 25-From committee: Amend, do pass as amended, and re -refer to Com.

on APPR. (Ayes 14. Noes 0.) (April 17) .
April 26-Read second time and amended.
May 2-Re-referred to Com. on APPR.
May 18-From committee: Do pass. (Ayes 15. Noes 0.) (May 17).
May 22-Read second time. To third reading.
June 1-Read third time, passed, and to Senate. (Ayes 75. Noes 0. Page 1755.)
June 5-In Senate. Read first time. To Com. on RLS. for assignment. Referred

to Com. on JUD.
June 14-From committee chair, with author's amendments: Amend, and

re -refer to committee. Read second time, amended, and re -referred
to Com. on JUD.

June 19-In committee: Set, first hearing. Hearing canceled at the request of
author.

July 3-From committee chair, with author's amendments: Amend, and
re -refer to committee. Read second time, amended, and re -referred
to Com. on JUD.

July 11-In committee: Hearing postponed by committee.
July 13-Joint Rule 61 suspended.
July 15-From committee chair, with author's amendments: Amend, and

re -refer to committee. Read second time, amended, and re -referred
to Com. on JUD.

July 21-From committee: Amend, do pass as amended, and re -refer to Com.
on APPR. (Ayes 7. Noes 0.).

July 23-Read second time, amended, and re -referred to Com. on APPR.
Aug. 21-From committee chair, with author's amendments: Amend, and

re -refer to committee. Read second time, amended, and re -referred
to Com. on APPR.

Aug. 24-From committee: Do pass. (Ayes 9. Noes 0.).
Aug. 28-Read second time. To third reading.
Sept. 1-Read third time, passed, and to Assembly. (Ayes 37. Noes 0. Page

2605.)
Sept. 1-In Assembly. Concurrence in Senate amendments pending,

Ordered to Special Consent Calendar.
Sept. 5-From Special Consent Calendar. Ordered to unfinished business file.
Sept. 15-Senate amendments concurred in. To enrollment. (Ayes 63. Noes 10.

Page 3971.)
Sept. 20-Enrolled and to the Governor at 2:30 p.m.
Oct. 3-Approved by the Governor.
Oct. 4-Chaptered by Secretary of State - Chapter 503, Statutes of 1995.
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AB 1381.

Date of Hearing: April 17, 1995

ASSEMBLY COMMITTEE ON TRANSPORTATION
RICHARD KATZ, Chair

AB 1381 (Speier) - As Amended: April 5, 1995

SUBJECT

Vehicles: Consumer Notification Act

DIGEST

Existing law:

1) Provides that if a manufacturer cannot repair a new vehicle after a
"reasonable number of attempts" and the defect substantially impairs the
vehicle's use, then the consumer is due either a refund of the purchase
price or a replacement vehicle. [Song -Beverly Consumer Warranty Act]

2) Provides that if the defect cannot be repaired in four attempts within the
first year or 12,000 miles, whichever occurs first, or if the vehicle is
out of service for more than 30 days, the owner may sue for a refund or
replacement vehicle. The manufacturer may submit the case to arbitration.
[Tanner Consumer Protection Act -- the so-called "Lemon Law"] 0

3) Requires a dealer or manufacturer who sells a vehicle that was returned as
required above to disclose that fact to a new buyer prior to purchase. The (.0

notice is to read: "THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR
MANUFACTURER DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER WARRANTY
LAWS." The ownership title and DMV registration papers are to be "branded"
with the legend: "WARNTY RET." [Automotive Consumer Notification Act]

4) Allows a manufacturer to request a sales tax refund for any vehicle bought
(.0back as required by law. The refund is not granted for "goodwill"

buy -backs.

This bill: ZZ

Slam
1) Would revise and recast the Automotive Consumer Notification Act, moving it am

so
from the Civil Code to the Vehicle Code.

2) Would require the manufacturer to retitle buy-back vehicles in the name of
the manufacturer and to request at that time that the Department of Motor
Vehicles (DMV) inscribe on the ownership certificate the notation "lemon
buy back,"' for those vehicles which were required to be repurchased
pursuant to the lemon law or which met the thresholds for mandatory
buy-back under the Lemon Law. [Other voluntary buy -backs are not included.]

- continued -

LIS - 3a AB 1381
Page 1
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AB 1381

3) Would require the manufacturer to affix a notice to the left door frame of
the vehicle specifying that title to the vehicle has been inscribed with
the notation "lemon buy back." No person shall knowingly remove or alter
the notice.

4) Would require any manufacturer or dealer, prior to reselling a vehicle
which was returned to resolve an express warranty dispute, to execute and
deliver to the subsequent buyer a notice informing the new buyer that the
vehicle was reacquired in resolution of a warranty dispute, whether or not
the DMV title has been branded with the notation "lemon buy back," what
problems were reported by the original owner, and what repairs were made to
correct these problems. This notice must be signed by the new buyer.

5) Applies to buy -backs of vehicles in other states with lemon laws which are
resold in California.

6) Makes technical, clarifying amendments to provisions authorizing refunds of
sales taxes on buy -backs.

7) Would apply only to vehicles reacquired by a manufacturer on or after the
effective date of this act.

FISCAL EFFECT

Unknown.

COMMENTS uJ

1) This bill is a follow up to an investigation, hearing and reports by the
Assembly Committee on Consumer Protection, Governmental Efficiency and
Economic Development chaired by the bill's author. A 1994 committee report
titled "Bitter Fruit" found:

I=

a) That vehicle manufacturers and dealers have recycled cars and trucks in
California without warning consumers they are buying "lemons" which
were bought back from the original owners.

ZZ
b) Manufacturers have circumvented disclosure law by re -acquiring problem gbss

vehicles prior to formal arbitration which would lead to DMV tagging of Sias
the vehicle as "warranty returned" -- enabling dealers to resell so

vehicles at higher prices.

c) Lemon vehicles are being laundered through auto actions because current
law does not require the manufacturer or dealer to take title to a
re -acquired vehicle.

d) Some manufacturers have requested reimbursement for sales taxes even
though buy-back vehicles were "goodwill buy -backs", not returned under
the state's Lemon Law, as is required for sales tax rebates.

- continued -

AB 1381,

Page 2
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AB 1381

e) None of the 21 vehicles bought back by manufacturers under the State of
Washington's Lemon Law and subsequently resold in California were
recorded with the DMV as "warranty returned."

2) It is not known how many vehicles are repurchased each year in California.
It is estimated that 50,000 are repurchased by manufacturers nationwide
each year.

3) Opponents claim that the bill weakens California's "Lemon Law", the
limiting the branding of title to those vehicles ordered repurchased by a
court or an arbitrator, excluding the majority of vehicles voluntarily
repurchased by the manufacturer. Opponents state that recasting provisions
in the Vehicle Code eliminates remedies for consumers including
discretionary double damages for willful violations.

SUPPORT

California Motor Car Dealers Association (sponsor)

OPPOSITION

Center for Auto Safety
Motor Voters For a Safer Tomorrow

Rich Milner
445-1616
4/17/95:atrans

AB 1381
Page 3
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AB 1381

Date of Hearing: April 17, 1995

ASSEMBLY COMMITTEE ON TRANSPORTATION
RICHARD KATZ, Chair

AB 1381 (Speier) - As Amended: April 26, 1995

SUBJECT

Vehicles: Consumer Notification Act

DIGEST.

Existing law:

1) Provides that if a manufacturer cannot repair a new vehicle after a
"reasonable number of attempts" and the defect substantially impairs the
vehicle's use, then the consumer is due either a refund of the purchase
price or a replacement vehicle. [Song -Beverly Consumer Warranty Act]

2) Provides that if the defect cannot be repaired in four attempts within the
first year or 12,000 miles, whichever occurs first, or if the vehicle is
out of service for more than 30 days, the owner may sue for a refund or
replacement vehicle. The manufacturer may submit the case to arbitration.
[Tanner Consumer Protection Act -- the so-called "Lemon Law"]

3) Requires a dealer or manufacturer who sells a vehicle that was returned as
required above to disclose that fact to a new buyer prior to purchase. The
notice is to read: "THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR
MANUFACTURER DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER WARRANTY
LAWS." The ownership title and DMV registration papers are to be "branded"
with the legend: "WARNTY RET." [Automotive Consumer Notification Act]

4) Allows a manufacturer to request a sales tax refund for any vehicle bought
back as required by law. The refund is not granted for "goodwill"
buy -backs.

This bill:

1) Revises and recasts the Automotive Consumer Notification Act, moving it
from the Civil Code to the Vehicle Code.

2) Requires the manufacturer to retitle buy-back vehicles in the name of the
manufacturer and to request at that time that the Department of Motor
Vehicles (DMV) inscribe on the ownership certificate the notation "lemon
buy back," for those vehicles which:

a) Were required to be repurchased pursuant to a court order or the
decision rendered in a third party dispute resolution process.

- continued -

LIS - 3b AB 1381
Page 1
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AB 1381

b) Which were reacquired during or within six months after the conclusion
of arbitration or litigation, or

c) Which were reacquired within six months after the buyer made a written
request to the manufacturer for replacement or a refund.

3) Requires the manufacturer to affix a notice to the left door frame of the
vehicle specifying that title to the vehicle has been inscribed with the
notation "lemon buy back." No person shall knowingly remove or alter the
notice.

4) Requires any manufacturer or dealer, prior to reselling a vehicle which was
returned to resolve an express warranty dispute, to execute and deliver to
the subsequent buyer a notice informing the new buyer that the vehicle was
reacquired in resolution of a warranty dispute, whether or not the DMV
title has been branded with the notation "lemon buy back," what problems
were reported by the original owner, and what repairs were made to correct
these problems. This notice must be signed by the new buyer.

5) Applies to buy -backs of vehicles in other states with lemon laws which are
resold in California.

6) Makes technical, clarifying amendments to provisions authorizing refunds of
sales taxes on buy -backs.

7) Applies only to vehicles reacquired by a manufacturer on or after the
effective date of this act.

8) Provides that any buyer damaged by the failure of a manufacturer or dealer
to comply will have the same rights and remedies provided by the Civil
Code, Section 1794.

FISCAL EFFECT

Unknown.

COMMENTS.

1) This bill is a follow up to an investigation, hearing and reports by the
Assembly Committee on Consumer Protection, Governmental Efficiency and
Economic Development chaired by the bill's author. A 1994 committee report
titled "Bitter Fruit" found:

a) That vehicle manufacturers and dealers have recycled cars and trucks in
California without warning consumers they are buying "lemons" which
were bought back from the original owners.

- continued -

AB 1381
Page 2

2235



AB 1381

b) Manufacturers have circumvented disclosure law by re -acquiring problem
vehicles prior to formal arbitration which would lead to DMV tagging of
the vehicle as "warranty returned" -- enabling dealers to resell
vehicles at higher prices.

c) Lemon vehicles are being laundered through auto actions because current
law does not require the manufacturer or dealer to take title to a
re -acquired vehicle.

d) Some manufacturers have requested reimbursement for sales taxes even
though buy-back vehicles were "goodwill buy -backs", not returned under
the state's Lemon Law, as is required for sales tax rebates.

e) None of the 21 vehicles bought back by manufacturers under the State of
Washington's Lemon Law and subsequently resold in California were
recorded with the DMV as "warranty returned."

2) It is not known how many vehicles are repurchased each year in California.
It is estimated that 50,000 are repurchased by manufacturers nationwide
each year.

SUPPORT

California Motor Car Dealers Association (sponsor)

OPPOSITION

Center for Auto Safety
Motor Voters For a Safer Tomorrow

Rich Milner
445-1616
4/17/95:atrans

AB 1381
Page 3
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ASSEMBLY TRANSPORTATION COMMITTEE
REPUBLICAN ANALYSIS

AB 1381 (Speier) -- VEHICLES:
Version: 4/5/95
Analyzed: 04/16/95
Recommendation: Oppose

AUTOMOTIVE CONSUMER NOTIFICATION ACT.
Vice -Chairman: Larry Bowler
Vote: Majority

SUMMARY: Revises and recasts the THE AUTOMOTIVE CONSUMER NOTIFICATION
ACT from the Civil Code to the Vehicle Code. Requires the
manufacturer to retitle specified defective vehicles in its name,
request the Department of Motor Vehicles to inscribe the
ownership certificate with "lemon buy back" notation, affix a
"lemon buy back" decal to the left door frame of the vehicle,
deliver a notice (THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE
DEALER OR MANUFACTURER DUE TO DEFECT IN THE VEHICLE PURSUANT TO
CONSUMER WARRANTY LAWS) including what repairs are done to
correct the problem to the transferee of the vehicle, and obtain
the transferee's acknowledgment. The bill would provide for
the recovery of damages and costs, including reasonable
attorney's fees, by any person damaged by the failure of a
manufacturer or dealer to comply with these requirements, as
specified. The bill would provide that it shall apply only to
vehicles re -acquired by a manufacturer on or after the effective
date of the act. FISCAL EFFECT: Unknown.

TAX OR FEE INCREASE: None.

POTENTIAL EFFECTS: This measure appears to tighten up the lemon laws
however, only vehicle ordered repurchased by a court or an
arbitrator, excludes vehicles voluntarily repurchased by the
manufacturer. Vehicle manufacturers have repurchase policies
varying from "I don't like the paint" returns to "I'll see you in
court" this penalizes the manufacturer who has a fairly liberal
return policy and gives loop holes to the "hard ball"
manufacturer. Also, it doesn't prevent out of state "returned
vehicles" from being auctioned to unsuspecting California buyers.
Takes there rights away by foreclosing remedies for consumers in
pursing discretionary double damages in the civil code for
willful violations.

SUPPORT: California Motor Car Dealers Association (sponsor).
OPPOSITION: Center for Auto Safety, Motor Voters For a Safer Tomorrow.
GOVERNOR'S POSITION: Unknown.

COMMENTS:
o There are problems with California's lemon law, however this bill

does not solve the problems and in some areas diminishes the
consumers rights over current law.

Assembly Republican Committee vote
Transportation -- 4/17/95

(>) Ayes: >

Noes: >

Abs.: >

N.V.: >

Consultant: Chuck Storm
LIS - 4
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C
CALIFORNIA
MOTOR CAR DEALERS
ASSOCIATION
GOVERNMENT AFFAIRS OFFICE
915 L Street, Suite 1480, Sacramento, CA 95814
916/441-2599  FAX 916/441-5612

April 12, 1995

The Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 4146
The State Capitol
Sacramento, CA 95814

Re: AB 1381 (Speier) Warranty Buyback Disclosure
Position: SUPPORT
Hearing: Monday April 17, 1995, Assy. Trans. Corn.

Dear Richard:

The California Motor Car Dealers Association (CMCDA) is a statewide trade
association that represents the interest of over 1400 franchised new car and truck dealer
members. CMCDA members are primarily engaged in the retail sale of new and used
motor vehicles, but also engage in automotive service, repair, and parts sales. We are
writing today to register our support for AB 1381 which would revise and expand the
Automotive Consumer Notification Act.

The Automotive Consumer Notification Act [Civil Code Section 1795.8], as
presently worded, requires dealers and manufacturers to brand the title of "lemon"
buybacks and disclose to the subsequent purchaser the fact that the vehicle was previously
returned because of a defect. However, the "triggering language" presently contained in
the Automotive Consumer Notification Act ("any dealer or manufacturer, selling a motor
vehicle in this state that is /0101171 or should be known to have been required bxlaw to be
replaced or required bxlmv to be accepted for restitution bxa mamOcturer due to the
inability of the manu&cturer to conform the vehicle to applicable warranties) does not
present a clear road map for those seeking guidance for compliance because the standard
for determining what constitutes a "lemon" and when that fact "is known or should be
known" is totally subjective. In the absence of an adjudication by a court or arbitrator, or
some other "bright line" standard, reasonable minds may, and often do, differ on whether
any particular vehicle has a nonconformity that substantially impairs its use, value, or
safety and, what constitutes a "reasonable number of repair attempts".

w
0

w

z
w

w

(9
w

 s sI Est 
soon

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  310/306-6232  FAX 310/301-8396
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The Honorable Richard Katz
April 12, 1995
Page 2

AB 1381 is intended to remove all of the ambiguities contained in the current
Automotive Consumer Notification Act; provide clarity and predictability to present title
branding requirements; and, broaden current buyback disclosure requirements by:

1. Repealing the current Automotive Consumer Notification Act and replacing it with a
new one ("the New Act") which would be contained in the Vehicle Code Sections
11713.10, 11713.11, & 11713.12.

2. The New Act would:

A. "Lemon" Buybacks

Require a manufacturer, prior to offering a "lemon" for resale in California to
retitle the vehicle in the manufacturer's name, brand the title with the notation "lemon
buyback", and affix a notice to the vehicle's left doorframe.

For purposes of this requirement, a vehicle is considered a "lemon" if: (a) it was
ordered to be bought back by a court or an arbitration panel; or, (b) it was bought back to
resolve a warranty dispute and the vehicle had been, prior to the buyback, subjected to 4
repair attempts for the same problem within 1 year or 12,000 miles or had been in the shop
30 days or more.

B. Tax Refunds

Require manufacturers, as part of an application to get a tax refund from the Board
of Equalization for a "lemon" buyback, to provide proof of title branding.

C. All Warranty Buybacks

1. Require any manufacturer who repurchases a vehicle from a retail purchaser, or
provides "trade -assistance" for a dealer to repurchase a vehicle in order to resolve an
express warranty dispute between the manufacturer and retail purchaser (whether or not
the vehicle qualifies as a "lemon" under current law or was simply a "goodwill" buyback),
to disclose and obtain the next buyer's signature on a disclosure form prescribed in the
bill.

2. Require any dealer who knowingly purchases for resale a vehicle that was
bought back in order to resolve an express warranty dispute between the last retail owner
and the manufacturer, to disclose and obtain the next buyer's signature on a disclosure
form prescribed in the bill.

2239



The Honorable Richard Katz
April 12, 1995
Page 3

We urge your "Aye" vote on AB 1381 when it is heard before the Assembly
Transportation Committee on Monday April 17, 1995. Should you or your staff have any
questions or comments, please do not hesitate to give me a call.

Very truly yours,

Peter K. Welch
Director of Government
and Legal Affairs

PKW:la
cc: The Honorable Jackie Speier

Members of the Assembly Transportation Committee
John Stevens/ Chuck Storm, Consultants to the Assy. Trans. Com.

Ralph Simoni, California Advocates, Inc.
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\\................................/1 1500 West El Camino Avenue, Suite 419  Sacramento, C4 95833.1945  Tel: 916920-5464  Fax: 916-920-5465

April 12, 1995

MOTOR VOTERS

Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 3146, State Capitol
Sacramento, CA 95814

Re: AB 1381 (Speier): OPPOSE

Dear Chairman Katz:

Motor Voters is a non-profit, non-partisan auto safety organization founded in
Lemon Grove, California in 1979. Motor Voters is coordinating a national effort to curb
illegal "lemon laundering" of defective, often grossly unsafe vehicles.

Motor Voters is opposed to AB 1381 (Speier) because it would weaken existing
California law regarding the disclosure of lemon vehicles. It would create new loopholes
and weaken private remedies available to victims of lemon laundering.

AB 1381 is quite similar to another measure, also written by the California Motor
Car Dealers Association, which was vetoed by Governor Deukmejian in 1990. In his veto
message, the Governor stated that "this bill would undermine the integrity of the records
of the Department of Motor Vehicles by failing to identify all vehicles that were unable to
be brought into conformity with warranty laws whether the manufacturer voluntarily
complied or was forced to by a court or the arbitrator."

At the time, the DMV had initiated an investigation into lemon laundering by GM
and 34 GM dealers. That case resulted in a $330,000 settlement.

Currently, the DMV has a case pending against Chrysler for the same practice,
involving 118 counts of alleged lemon laundering. Chrysler has already used the existence
of this bill in an attempt to bolster its defense.

Consumer groups have met with the author and expressed our concerns. We will
continue to work with the author and her staff. However, as the bill is written, we must
oppose it.

Respectfully yours,

Rosemary Shahan
President
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Existing law

Disclosure

ANALYSIS OF AB 1381

Under AB 1381

Disclosure

Dealers or manufacturers must
provide a specified disclosure
regarding all vehicles repurchased
pursuant to the Song -Beverly
Warranty Act or a similar provision
of another state.

Dealers or manufacturers must
including with the titling documents
a separate disclosure statement
signed by the buyer stating:

"THIS VEHICLE HAS BEEN RETURNED TO
THE DEALER OR MANUFACTURER DUE TO A
DEFECT IN THE VEHICLE PURSUANT TO
CONSUMER WARRANTY LAWS."

Branding

All vehicles subject to disclosure
as lemons should also have their
titles branded.

Private Remedies

Consumers who are victimized by
lemon laundering have access to the
same remedies as buyers of other
consumer products, including
discretionary double damages and
attorneys' fees if the buyer can
show that the failure to comply was
willful.

Disclosure is also required. But if
the vehicle does not meet the
narrow, limited criteria for title
branding, the implication is that
the vehicle is not a lemon. This
would be very misleading in the vast
majority of cases.

Branding

r -

c:7)

csiCD

0
Branding is limited to only those
vehicles ordered repurchased by an
arbitrator or court order, or that
meet the narrow lemon lag
presumption. It excludes the vasg
majority of lemons, which arM
repurchased prior to a court order
or arbitration decision. It al4
allows auto manufacturers to evad
branding requirements by simply,
delaying repairs or buying bac
vehicles before the 4th repair ck
30th day.

Improves terminology from "warrant
ret." to "Lemon buy back,"
requires branding on only a sma):Ns
percentage of lemons. tau,

sz

Remedies

Removes provisions from the Civil
Code to the Vehicle Code, thereby
eliminating remedies available to
purchasers of all other consumer
goods sold in the state, including
Discretionary double damages for
willful violations.

Allows victims of lemon laundering
to simply get a refund and
reasonable attorneys' fees.
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VETO

SENATE RULES COMMITTEE

Office of
Senate Floor Analyses

1100 J Street. Suite 120
445-6614

Bill No. SB 2568

Author: Rosenthal (D)

Amended: 4/3/90

Vote Requirea: 2/3 - Urgency

Committee votes: Senate Floor Vote: 31-0, Pg. 5339, 4/19/90
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Senate Bill 2.5.68 --An act to amend Section i795.5 ai tne
Code. relating to consumer warrannes. and cieciarine tne ur2en
thereof. to take effect immediately

Bill read third time.
Urgency clause read and adop-ced. bill passed. and °roe:.

transmitted to the :sissemblv.
The roll was called. and the above measures on the Cott

Calendar passed by the following vote: crr)

AYES (311-Senators Aldt_ust. Bergeson. Beverly Boarv,rd,
Calderon. Davis. Dills. Doolittle. Cecil Green. Bill Greene. Lig
Greene. Hart. Keene. Killea. Kopp, Leonard. Ldckver. stay
McCorquocale. Mello. Nielsen. Peru. Presley. Robbiru. Row
Rosenthal. Royce. Russell. Seymour. Torres. and Vuicn. co

NOES (0)-None.

AssemOly Vote: 64-0, PC. 7825, 5/30/90

SUBJECT: Motor Vehicle warranties: disclosure

SOURCE: California Automobile Dealers Association

DIGEST: This bill amends existing law which requires car dealers to disclose to
buyers those vehicles offered for sale that have been designated as "lemons". (See

analysis below for specifics.)

I-

I-

I-

0
w

ANALYSIS: SB 788 (Rosenthal, Chapter 862 of 1989 which passed the Senate 32-2), was.,
enacted to require used car dealers to disclose to prospective buyers of returned zi;.

"lemon" vehicles the fact that the vehicle was returned due to the inability of the 1111
manufacturer to conform the vehicle to the terms of the warranty. It also requires 2,4:

disclosure statement on the title documents for the vehicle.

The disclosure is required on vehicles required by law to be replaced or accepted for
restitution. However, in this state there is no law that requires vehicles to 6e
replaced or accepted for restitution. These terms result from a court order or a
decision by a qualified third -party dispute resolution process. In other states
these terms may result from similar processes or the law; however, every starx, Ls

different.

This bill clarifies the authority by which the 'lemon" designation must be trade for
the purposes of the disclosure requirement as follows: 1) if the designati was

made in California, it had to have been made pursuant to a court order or a ,decision

rendered through a qualified third -party dispute resolution process, and 2) 'L' the

CONTINUED
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Page 2

resignation was made in another state or in a federally administered district, it nac

:o have been made pursuant to the law of that jurisdiction.

This pill makes other technical wording changes to provide further clarification.

FISCAL EFFECT: Appropriation: No Fiscal Committee: No Local: No

SUPPORT: (Verified 4/9/90)

California Automobile Dealers Association (source)

GOVERNOR'S VETO MESSAGE:

"I am returning Senate Bill No. 2568 without my signature.

"This bill would limit the transactions on which a manufacturer would be
required to disclose that a vehicle was the subject of restitution or replacement
to those that were the subject of a court order or a decision rendered through a
third -party dispute resolution process.

"Under existing law, any persons including manufacturers who sell a motor
venicle that is known or should be known to have been required to be replacea or
accepted for restitution due to the inability of the manufacturer to conform tne
venicle to applicable warranties, is required to disclose that fact to the buyer

writing prior to the purchase. Beginning July 1, 1990, a dealer or
manufacturer must also include as part of the titling documents of the vehicle a 0
specified disclosure statement which will cause subsequently issued titling
documents to reflect that the vehicle was the subject of such restitution or
return. This information will then become a matter of the Department of Motor
vehicles' record for that vehicle.

"I am concerned that this bill would result in a disclosure requirement basec -
on the level of dispute rather than the reliability of the vehicle. Apparently, >
this bill would exempt from disclosure those vehicles that are clearly a "lemon"
because the manufacturer or seller did not dispute that the vehicle did not

0
w

comply with the warranty.

"Moreover, this bill would undermine the integrity of the records of the
Department of Motor Vehicles by failing to identify all vehicles that were unao1;1:`

Nss,to be brought into conformity with warranty laws whether the manufacturer Susi
voluntarily complied or was forced to by a court or arbitrator. sm-si

"I believe existing law is clear in setting an equal standard for all such
vehicles to be re -sold to consumers of this state.-

DLw:nf 6/20/90 Senate Floor Analyses
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Bleaching Out the Lemon Laws

BY JEFF WUORIO

HE SHINY CAR SITTING ON
the dealer's lot looks like a bar-
gain: It's not brand-new, but it's
close, with just a few thousand

.....:5 on the odometer and a DEMO sign on
w:ndshield. The price clinches it-

: _sands less than the same model new.
7,..atch out: The car might be a mechan-

a 'basket case, a product of what's known
.1s -iemon laundering."

Lernon laundering occurs when auto
:..-.::.s knowingly sell defective used cars to

_:-:s,,:rners Automobile watchdog groups
. .1u:3 manufacturers also buy back defec-
-: :ars from their owners, then

__::::,:-. them off, unrepaired, to
...7..Sp..eCtIllg dealers.

1990. Gayle and Gregory
----ha of Mesa, Arizona, nearly
::.a33 when the brakes failed

.:hear 1989 Chevrolet Subur-
. They had bought the car

J:ondhand for 522,000 from
.::::.::,,Dn Chevrolet in Santa
..sa. Caiifornia. which had as -

__red :hem that the car had been
sz:veh for a snort rime by a Gen -
_:a1 Motors executive. In fact,
::: Penns discovered it had been

:::..;:aired 22 times in its brief life
-..7::..' sued GM and the Biddillph
:eziership Biddulph's attorney,
:-iouston Tuel, says, "Biddulph's

eolge of the car's history
..is ounce Limited." The dealer -
n::, and GM settled the case in
- - or an undisclosed amount.

..:cording to estimates derived
:.::n state reports of legal actions related to
fr:u:ty cars posted by the Center for Auto
Safery in Washington, D.C., car owners re -
:..::n more than 100,000 defective autos

:h year Federal law mandates that deal-
..:i must fix these lemons (a term used to
..gzes: the taste they leave owners) and/or

.-...3.S. DS;-: to the buyer the car's condition at
7 u:: of sale-or scrap them if they prove to
::: u -reparable.

However, both the Center for Auto Safe -
and Motor Voters, a Sacramento, Cali-

fornia, group that has lobbied for consumer

car laws for 16 years, believe more dealers
than ever before are selling these lemons.
They base their conclusions on the rising
number of cases filed by state attorneys gen-
eral and departments of motor vehicles
against automakers allegedly engaging in this
practice. Says Rosemary Shahan, president
of Motor Voters: "Lemon laundering is be-
coming rampant. Any time anybody inves-
tigates, they find hundreds of cases. And the
cases that we know about are just the tip of
the iceberg."

According to records from consumer -
protection, motor -vehicle, and attorneys -
general offices in New York, California, and
Pennsylvania, one of the biggest culprits is
Chrysler Corporation. In 1988, Robert

Abrams, then New York State attorney
general, accused Chrysler of surreptitiously
reselling lemons through dealerships to
about 400 people statewide. Abrams said
Chrysler provided neither the buyers nor
the state Department of Motor Vehicles
written notice of the cars' lemon histories.
Admitting no guilt, Chrysler agreed to re-
fund S2 million in cash and offered extend-
ed service contracts to these individuals.

In 1989, the Pennsylvania Bureau of
Consumer Protection fined Chrysler
S35,000 for laundering 170 defective vehi-

cles through state dealers. And late last year,
the California Department of Motor Vehi-
cles filed a complaint with the state Office
of Administrative Hearings against Chrysler
for selling 118 lemons without informing
buyers about a variety of problems, includ-
ing faulty steering.

Although the cars had been bought as
lemons by dealers at auction, buyers were
not informed of this until state officials
stepped in. The case awaits a hearing in a
state administrative law court. Karen Stew-
art, a spokeswoman for
Chrysler, says: "Everyone
who bought one of those
vehicles knew exactly
what it was. It is our pol-
icy to disclose to the purchaser the history
of the vehicle and why it was repurchased."

In April 1994, GM paid 5330,000 to the
California DMV consumer -protection fund

after the DMV accused both the
company and 34 GM dealers of
trying to lemon -launder 31 cars
in Northern California. GM
spokesman Alberti. Thomas Jr.
says the company has a 100 per-
cent disclosure policy on all

used cars and denies it engages
in lemon laundering.

Consumers can't always rely
on state authorities to protect
them. To date, 33 states have
enacted lemon -laundering laws.
Both the Center for Auto Safe-
ty and Motor Voters, however,
say manufacturers routinely
transport lemons to more le-
nient states to circumvent these
statutes. A 1994 California state
study also found automakers
often repurchase lemons just
prior to legal action or arbitra-
tion and then resell them.

To spot a car that's been
lemon -laundered, ask to see its service rec-
ords from the dealer. If they're not available,
don't buy the car. Shahan says buyers should
allow at least 10,000 miles a year on a used
car; anything less could mean odometer
tampering. Also, if you live in one of the 35
states that require dealers to provide disclo-
sure statements on a car's condition. ask to
review those records as well. If you aren't
fully confident about the condition of a car
you want to buy or already own, conduct a
title search at the local DMV office for the
previous owner, as did the Penas.

Advisor
Smart Consumer

APRIL 1995 worth 113 2245
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LAW OFFICES OF STEVEN B. SOLOMON
Attorney at Law
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Tel.: (415) 692-7872

1290 Howard Avenue,
Suite 333

Burlingame, CA 94010

BY FASIMILL

The Honorable Richard Katz, Assemblyman
Chair, Assembly Transportation Committee
Capitol Building #3146
Sacramento, CA 95814

Re: COMMENTS ON ASSEMBLY BILL 1381

Dear Assemblyman Katz:

Fax: (415) 373-0279

As a consumer protection attorney for over ten years' who primarily
handles breach of warranty cases, I want to take this opportunity
to comment upon AB 1381, which I understand is scheduled soon for
hearing in the Assembly Transportation Committee.

A major concern is the bill's shift of the lemon resale law from
the civil code, where the Song -Beverly Consumer Warranty Act
resides, to the vehicle code. This effectively nullifies the
breach of warranty remedies available to consumers to adjudicate
violations for failing to disclose former lemons.

AB 1381's remedy provisions, at section 11713.10(f)(1)-(3), are not
as sweeping as the remedies available under the Song -Beverly Act,
and would hamstring accountability for failing to disclose known
former lemons (e.g. no recovery for a civil penalty nor for
incidental and consequential damages).

Indeed, comparing AB 1381 with existing resale lemon laws
throughout the country, California would be curtailing the
accountability of car makers and dealers for failing to disclose
former lemons and endangering California drivers.

For example, two states make violation of their lemon resale law a
crime (i.e. North Dakota - a misdemeanor and Utah - a felony for
intentional concealment, removal, destruction or alteration of a
disclosure statement or title -branded pink slip).

Four states mandate fines for violation of their lemon resale laws
(i.e. Louisiana, New Jersey, South Carolina, and Utah - where the
fine could range as high as $10,000 per violation).

If we accept the Center For Auto Safety's estimate that consumers
annually return over 100,000 defective vehicles, then why do the
citizens of Utah enjoy significantly greater legislative protection
against resold lemons than California citizens, when California
proportionately has thousands more defective vehicles (Utah's share
of total nationwide vehicle registrations in 1993 was 0.6% compared

w

5
w

w
z

w

w
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to California's share of 10.1%, which comprises over 1.3 million
new cars, vans and trucks)?

Furthermore, AB 1381 fails to account for resale of vehicles with
serious safety defects. Are California citizens to be the guinea
pigs for resale of cars, trucks and vans with systemic brake,
steering and engine failures when five states expressly Rrohibit
resale of former lemons with serious safety defects that could
injure or kill their citizens (i.e. Minnesota, Ohio, Pennsylvania,
Vermont, and Washington)?

AB 1381 does not make violation of the lemon resale law a bona fide
unfair or deceptive trade practice as do eleven other states, so
that those states' UDAP remedies are triggered. The disparity
created by AB 1381 is illustrated by a senior citizen who is sold
a lemon car is now entitled to up to a six times civil penalty for
willful breach of warranty -- yet under AB 1381, that same senior
could recover only the purchase price of a resold lemon car.

w
Most distressing is that AB 1381 would catapult California into the
nationwide novelty of mandating that the lemon resale disclosure

5

statement affixed to vehicles be a microscopic decal on the door
frame. (Vehicle Code sec. 11713.12(a)). Perhaps car dealers could H
promote sale of former lemons by offering customers a free
magnifying glass so they could read try to locate the decal H

disclosure statement?

Throughout the country only three states (i.e. Connecticut,
Massachusetts and Vermont) mandate the size and/or location of
posting of the resale lemon disclosure statement on the vehicle.
These states' uniformly mandate that the notice be placed on the
right front windshield furthest removed from the driver, so that

qh,10'

the notice is visible to any prospective buyer. sag,

Lastly, the most fundamental deficiency of AB 1381 is its
restricted coverage of reacquired lemons. The bill covers only
vehicles reacquired by manufacturers through court order or from a
dispute program, or where the vehicle met the Song -Beverly Act
legal presumption (i.e. four or more unsuccessful repairs or 30+
days in the shop during the first 12,000 miles/12 months' use).

However, from my practice and those of other California lemon
lawyers, the car makers replace or repurchase the vast majority of
defective vehicles infornAlly without resort to legal action or a
dispute program. Yet these defective vehicles would be unprotected
under AB 1381, and could be lawfully sold to California motorists
without disclosure nor correction of their defects.

ll
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While the 34 other states with lemon resale laws vary as to their
coverage of reacquired lemons, a typical inclusive statute covers
motor vehicles returned to a manufacturer, its agent or authorized
dealer pursuant to the lemon law or a similar statute of another
state.

I hope these comments prove helpful to your committee's review of
AB 1381, and I appreciate the opportunity to provide some input.

Very my you s,

Ste en Solomon, Esq.

ss:bs

). --
TOTAL P . 0-
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PLEASE RETURN AB SOON AS POSSIBLE TO:
ASSEMBLY TRANSPORTATION COMMITTEE

ROOM 3132, STATE CAPITOL
Pax: 445-6392

MEASURE: AB 1633

RILL_ABALYEas WnRE,SHEET

AUTHOR: ASSEMBLYMEMBER OLBERG

1. Sponsor of the Bill - What person, organization or government entity, if
any, requested introduction?

4

2. Problem or deficiency in present law which the bill seeks to remedy:

4 -ti

A0c4.14.-,

7.44:4Cete,s

Y4- i4.1reoL.L.,4- 1144, co

3. Mas a si ilar'measure been bCfore the Legislat e e ther this session or 41
previous session? If so, please identify the session, bill number, and -g

disposition of the bill. co

4. Known Support/Opposition - Please attach copies of letters from any grout
or governmental agency who has contacted you, indicating a position on tI
bill.

H
w
z

S. Hearing - Please indicate approximate amount of time necessary for hearin5
bill and the number of witnesses. (Please encourage witnesses to be

--

Hbrief.)
72-c-c-cf-ex-)

714.40L4, fn

6. Name and te ephone number of person to contact
needed:

if further information ism

)  .
s 01;

en
7. Please attach a oopy of any background material which explains the bill %a&

state where such material may be available (INCLUDING ANY POLICY AND
FISCAL ANALYSES)

ofl "'Le Ai -41
LEASE NOTE:

o REQUESTS TO SCHEDULE A MEASURE FOR HEARING MUST BE RECEIVED BY 5:00 p.m.
OF THE PRIDAX QNE EUE-2.8.1.0. TO THE HEARING.

o AMENDMENTS, mg_ligalsLATIyz COUNSZL EDEN, MUST BE RECEIVED BY THE COMMITTEE
NO LATER THAN 5:00 p.m. ON THE MQNDAY 03 KEEE ERIQB TO THE HEARING.

O IN COMMITTEE, BILLS MAY BE PRESENTED BY THE AUTHOR ONLY.
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SUSAN DIANE SMYSER
6250 North Calera

Azusa, California 91702
818-914-3680

April 17, 1995

The Honorable Richard Katz
State Capital
Sacramento, California
Via: Fax

Dear Mr. Katz:

RECEIVED
APP. 17

Assembly Transportation
committee

Recently, I have reviewed a bill, AB 1381, which is presently before your
committee. I sincerely hope that bill never leaves your committee. It is
anti -consumer and anti -safety. It is also been created and supported by
special interests who would rather attempt to change the law rather than
suffer the consequences of their illegal and indecent acts.

w

It is extremely difficult for a California consumer to obtain satisfaction
in an auto lemon case with our present law, please don't make it more
unfair to the consumers by relaxing the registration of the branding
policies and laws. If the car is a lemon, the next buyer has a right to

know, whether the previous owner has won at litigation or has been lucky
to get rid of the car without litigation or arbitration.

as.
This is the subtle type of bill, that often slips by unnoticed, but in reality al

could mean the life or death of real people - the people who purchased
cars unaware that there is a brake, steering, or stalling problem as well
as anyone who might be on the road at the same time with such unwary
owners- which probably includes just about all of us. Corporate
responsibility for those who produce unsafe products and honesty to

consumers are two things which should be encouraged in legislation. This
bill does neither and prevents both.
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The Honorable Richard Katz
April 16, 1995

I sincerely urge you to defeat this bill, AB 1381.

Sincerely,

Susan Diane Smyser
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Consumer Action
116 New Montgomery Street, Suite 233
Sun Francisco, CA 94105
(415) 777-9648

13 April 1995

Assemblyman Richard Katz, Chairman
Assembly Transportation Committee
Room 3146, State Capitol
Sacramento, California 95814

DA FAX /916.324.686Q

RE. ap.gosition WAD _1311_151acier)

Dear Assemblyman Katz:

Southern California Office
523 West Sixth Sweet, Suite 1224
Los Angeles, CA 90014
(213) 624-8327

Consumer Action, a non-profit consumer education and information
organization, finds that it cannot support AB 1381 (Speier) as currently
amended and urges you to oppose this legislation when it comes before your
committee on April 17, 1995. We originally anticipated that this legislation
would serve to strengthen lemon buy-back provisions for cars and trucks
while assuring that consumer's rights would be protected. As it currently
stands, AB 1381 falls far short of these goals.

AB 1381, rather than strengthening the current lemon law, creates some huge
loopholes for manufacturers and dealers which would entirely nullify the
law in as many as 80% of all lemon cases. The only vehicles that would fall
under the provisions of AB 1381 would be vehicles which are the subject of a
court trial, where the arbitration process has ruled against the manufacturer
or where the vehicle had a specified number of repair attempts in the first
year. We are advised that legal research indicates that these vehicles
represent only about 20% of the lemon cases in California.

As AB 1381 also repeals the civil penalties for cases brought by owners of
recycled lemons, it serves to invite auto manufacturers to dump their out-of-
state lemons in California without fear of legal action or accountability.

In short, and in fairness to the consumers of California, we cannot support
AB 1381 as it currently stands as it would serve to seriously weaken, not
strengthen, existing law.

We urge that you oppose AB 1381 when it comes before you for your
consideration.

w
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Board Members: Gene Coleman, Chair; Kay Pachtner, Vice Chair; Ken McEldowney, Sec.. ./Treas.; Miguel Barragan
Chris Bjorklund; Anni Chung; Sue Hestor;Grace Jacobs; Helen Nelson; Laurel Pallock.
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Cher McIntyre
Associate Director vocacyo -Ad

cc: Members, Assembly Transportation Committee
Assemblymember Jackie Speier

CLM/dt
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WILLIAM M. KRIEG
Attorney at Law

1330 "L" Street. Ste. G
Fresno, CA 93721

Tel. (209) 441-7485
Fax. (209) 441-7488

April 12, 1995

Richard Katz
Chairman, Assly Transportation Committee
Room 3146, State Capital
Sacramento, CA 95814

RE: AB1381

Dear Mr. Katz:

After 20 years of general law practice, I now devote most of
my practice to "Lemon Law" and deceptive business practices,
primarily involving car dealers. I have received a continuing
education from hundreds of good, hard working citizens who after
months and years of frustration dealing with dealers and
manufacturers are forced to turn to a lawyer for help. Some of my
clients are the unfortunate buyers of cars previously bought back,
exchanged, or returned to the manufacturer or dealer by a prior
owner as defective. It is for these people that the serious and
gaping loophole in AB1381 causes me concern.

Statistically, the vast majority of all lemons are bought back
or exchanged prior to any consumer seeing a lawyer. Of that
smaller percent forced into legal action, more than 90% are
resolved prior to going to court. All of these lemons escape the
notification requirements and title branding under AB1381. One may
argue, as I suspect manufacturers will, that this provision
encourages better treatment of lemon owners by encouraging
manufacturers into early buy backs of lemons. What it in fact does
is allow nearly the entire population of returned lemons, to be
recycled on the market legally. This creates the worst possible
scenario for consumers of recycled lemons.

To pass AB1381 in its present form would simply add thousands
of recycled lemons to that population of unrecorded salvage,
dismantled, damaged and "chopped" vehicles, already flooding the
market for the unsuspecting.
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The Lemon Law is an excellent inducement for manufacturers to
buy back lemons. I have never had a manufacturer buy back a car
which did not have a history of significant defects. They do so
because of the likelihood of having a judge or jury require it.
Manufacturers who are convinced that a vehicle does not qualify as
a lemon simply do not pay money to settle cases. No lawyer
familiar with the law willingly takes a case which he is not likely
to win. This is not, a significant problem affecting California
consumers or business. The only significant problem will be
adoption of a law which allows those 95% of all Lemons, which never
see a court room, to be recycled to unsuspecting consumers.

Those who spend hard earned money on a recycled lemon and
continue to pay a bank or finance company for a defective or
dangerous vehicle to protect their good credit and then litigate,
are the losers under AB1381. The grand beneficiaries are the
dealers and manufacturers whose decision to buy back any potential
lemon is eased by knowing it can be easily resold at full value,
without disclosure.

I hope your committee will consider the entire life cycle of
these defective vehicles in drafting legislation which will help
rather than hinder the victims of the large secondary market in bad
vehicles.

Sincerely,

WILLIAM M. K
Attorney at

WMK:neh

cc: Assembly to Transportation Committee
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CENTER FOR AUTO SAFETY
2001 S STREET, NW SUITE 410 WASHINGTON, DC 20009-1160 202-328-7700

April 13, 1995

VIA FAX AND FIRST-CLASS MAIL

Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 3146, State Capitol
Sacramento, CA 95814

RE: AB 1381, the Lemon Disclosure Bill

Dear Chairman Katz:

We write to you today to share our serious concerns about AB
1381, the lemon disclosure bill Assemblyperson Jackie Speier
introduced earlier this month. The Center for Auto Safety is a
non-profit consumer advocacy organization incorporated under the
laws of the District of Columbia. We were founded in 1970 by
Consumers Union and Ralph Nader. We work toward vehicle safety,
environmental responsibility, and fair play in the automotive
industry and car market.

AB 1381 creates such a narrow definition of a "lemon" for the
purposes of the disclosure requirements that a significant
percentage, if not a majority, of repurchased nonconforming
vehicles can be recycled without any notice to the consumer. The
bill demands title -branding only when the vehicle falls within the
four repair/thirty day presumption of the current lemon law, or
where a court or official process has required the manufacturer to
repurchase or replace the vehicle.

Our experience shows that this definition misses a large chunk
of the very worst lemons on the road. Manufacturers will settle
disputes with their customers without waiting for an arbitration
award or court decision when the manufacturer sees that it has a
weak case, i.e., a vehicle that is very clearly a lemon. As the
bill currently reads, these vehicles would not be covered by the
branding requirements.

Moreover, the bill provides little in the way of deterrence
for failure to comply with the mandates of the disclosure law. AB
1381 allows consumers to bring suit for damages suffered as a
result of the manufacturer's failure to comply. However, the
legislation limits private recovery to actual damages, costs and
expenses, and attorney's fees. Although the bill purports not to
foreclose additional private recourse under other California
consumer protection laws, those laws impose additional burdens of
proof on the consumer with only limited potential benefits. Others
states' lemon disclosure laws provide for civil penalties in the
range of double- and treble -damages for violations of those laws.
These statutes create additional disincentives to unscrupulous
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Richard Katz
April 13, 1995
Page 2

manufacturers who, under AB 1381, are only disgorged of the
benefits they derive from their wrongful conduct. An effective
lemon disclosure bill should include just such civil penalty
provisions.

In light of the foregoing, we cannot support AB 1381 as
written. If you have any questions, please do not hesitate to
contact us at 202-328-7700. We look forward to hearing from you.

in ere y

Robert A. Graham
Staff Attorney

cc: John Stevens
Rosemary Shahan
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MEASURE:

PLEASE RETURN AS SOON AS POSSIBLE TO:
ASSEMBLY TRANSPORTATION COMMITTEE

ROOM 3132, STATE CAPITOL
Fax: 445-6392

AB 1381

BILL ANALYSIS WORK SHEET

AUTHOR: ASSEMBLYMEMBER SPEIER

1. Sponsor of the Bill - What person, organization or government ent y, if
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disposition of the bill.
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7. Please attach a copy of any background material which explains the bill or
state where such material may be available (INCLUDING ANY POLICY AND
FISCAL ANALYSES).

Pk-RcA6AQ
PLEASE NOTE:

o REQUESTS TO SCHEDULE A MEASURE FOR HEARING MUST BE RECEIVED BY 5:00 p.m.
OF THE FRIDAY ONE WEEK PRIOR TO THE HEARING.

o AMENDMENTS, IN LEGISLATIVE COUNSEL FORM, MUST BE RECEIVED BY THE COMMITTEE
NO LATER THAN 5:00 p.m. ON THE MONDAY ONE WEEK PRIOR TO THE HEARING.

o IN COMMITTEE, BILLS MAY BE PRESENTED BY THE AUTHOR ONLY.
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T1ORKSHEET ON AB 1381(SPEIER)...THE LEMON BUYBACK BILL

2. THE PROBLEM:

Consumers unknowingly buy low mileage vehicles that were
previously repurchased from the original owners by the
manufacturer due to customer dissatisfaction. Some these cars and
trucks, in cases documented by the DMV, did not peform well for
the second buyers and, in some instances, the performance of these
vehicles presented safety endangers to the owners(see LA Times,
article, attached).

Current law requires that the dealer disclose to the consumer
that the vehicle was repurchased by the manufacturer if the
vehicle were bought back under the state's Lemon Law--i.e., the
manufacturer repurchased the vehicle because it could not be
repaired after four attempts, or after 30 consecutive days or more
in the shop during the first year of ownership, or 12,000 miles.

However, a majority of manufacturer buybacks appear to occur
before the Lemon Law standards which lead to arbitration set in;
therefore, there is some debate over whether the buyback status of
these vehicles needs to be disclosed to the consumer, provided
that the identified defects did not substantially affect the worth
of the vehicle.

AB 3081 raises this policy question:Is it fair to the consumer
thAL. he or she not be told that the vehicle for sale was
previously bought back by the manufacturer because of some
mechanical problem?

Furthermore, car dealers complain that they are sometimes not
aware that a vehicle which they may have purchased from another
dealer was once bought back by the manufacturer due to problems.

The solution: AB 1381 proposes that the buyback status of any
vehicle which had a warranty problem be disclosed to the next
buyer. For those vehicles that are deemed " lemons " under the
state's Lemon Law, another state's lemon law, or due to a court
ordered buyback, the title must be branded as " lemon buy back "
and the left door jamb must be branded with a " lemon buy back "
decal, in addition to a written disclosure, signed by the
manufacturer, dealer and buyer. All other warranty disputes
involving a buyback vehicle would have to be disclosed to the
buyer, but no branding would take place.

Additionally, the bill clearly disallows a sales tax refund to car
manufacturers who buy back a vehicle, unless the vehicle was
repurchased under the Lemon Law. Current law restricts refunds to
lemon buybacks, however, the law is somewhat unclear on this
point.

Background

The Assembly Committee on Consumer Protection, Governmental
Efficiency and Economic Development investigated the problem of
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undisclosed, " recycled lemons " last year. The committee held a
he:Aring and produced a final report, Bitter Fruit, which is
attached. The DMV has also accussed General Motors and Chrysler of
selling lemon vehicles without disclosure. GM, without admitting
guilt, paid DMV $330,000 last year while several GM dealers
settled with DMV for penalties that totalled in excess of
$100,000. Chrysler and DMV appeared before an administrative law
judge in February 1995--a decision should be forthcoming wihtin
the next four weeks.

Important

The attached letters from vehicle manufacturing associations to
Frank Zolin, DMV, provide a candid look at why the issue of
recycled lemons is of major concern to dealers, manufacturers,
consumers and the DMV. There is strong support for the proverbial
"Bright Line " legislation so that consumers will be informed and
manufacturers and dealers will be clear on their responsibilities.

Amendments

The attached amendments are due back from Counsel on 4/5. The
amendments address the concerns of consumer groups which wanted to
be sure that the buyback measures, contained in the Vehicle Code,
would provide for private right of action remedies --the amendments
accomplish this. Also, the amendments make sure that the
manufacturer signs the disclosure form.
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 Consumers: Chrysler would
be unable to do business in
California for 10 days. The auto
maker denies any wrongdoing.

By DENISE GELLENE
TIMES STAFF WRITER

The California Department of Motor
Vehicles is seeking to stop Chrysler Corp.
from doing business in California for 10
days as punishment for allegedly selling
used "lemons" to unsuspecting buyers.

However, a less -harsh settlement-pos-
sibly a fine or payments to alleged vic-
tims-is more likely. Chrysler says it did
not violate any laws.

The DMV proposed the stiff penalty 
during a nine -day administrative hearing
that ended Friday.

The proposed penalty against Chrysler
would not necessarily prevent dealers from
selling cars, said Bernard Lu. DM v 's lead

Please see HF.ARI. G, D8 j

DMV Seeks
Suspension in
`Lemon' Case

HEARING
Continued from D1
counsel, but it would probably
prevent Chrysler from shipping
cars into and within the gate for
the 10 -day period, an expensive
and confusing scenario. The auto
maker could also be prevented
from advertising, shipping parts or
providing financing within the
state. According to R.L. Polk, a
market research firm, about
120,000 new Chrysler cars and
trucks were registered in Califor-
nia in 1994.

Lu said Friday that despite its
recommendation, the agency
would prefer to reach a settlement
with Chrysler in which owners of
the used "lemons" would be com-
pensated.

"The department prefers to help
the consumer rather than to punish
Chrysler," Lu said.

During the hearing in Sacra-
mento, Chrysler denied the allega-
tions against it, saying it provided
paperwork to used -car dealers
about the vehicles but that some
dealers did not give that paper-
work to consumers.

As previously reported, the DMV
in August charged Chrysler with
selling 118 used "lemons" without
telling buyers that the cars had
been repurchased from customers
because of defects. The cars in-
cluded Dodges, Jeeps, Chryslers
and Plymouths sold through
Northern California dealerships.
The model years are 1989 to 1992.

The DMV says Chrysler violated

regulations requiring it to label the
cars as "warranty returned" on
title documents. The DMV also
says the notices that Chrysler pro-
vided for used -car dealers to give
to buyers were improperly worded.

The administrative hearing went
forward when settlement attempts
failed. According to a source famil
iar with the discussions, the DMV
was seeking about $1 million from
Chrysler, including penalties and
costs. Neither the agency nor the
auto maker would comment on that
figure.

On Friday, a Chrysler spokes-
man said: "Our position is that we
are in full compliance. Chrysler is
not willing to pay, in effect, dam-
ages when none have been experi-
enced."

The hearing took place in Sacra-
mento before Administrative Law
Judge Keith Levy. At the conclu-
sion of the hearing, Levy gave both
sides 60 days to file written briefs.
Levy has 30 days after that to
make a decision.

The judge's decision then goes to
DMV Director, Frank S. Zolin, who
can accept, reject or modify it.

The case stems from a continu-
ing DMV investigation. In April,
General Motors paid $330,000 to
settle similar allegations involving
51 used cars. GM did not admit guilt
in its settlement. The DMV dis-
closed that it is currently review-
ing documents related to Ford cars
said to be "lemons." The depart-
ment would not say whether viola-
tions have been uncovered.

A new car is considered a "lem-

on" in California if it is in the shop
more than 30 days during the first
year of ownership or if a defect is
uncorrected after four attempts.

There are no reliable figures on
how many "lemons" are resold to
consumers without notification.

Lu said the number of mislabeled
"lemons" on the road in California
is "in the thousands.'

The Center for Auto Safety, a
Washington -based consumer or-
ganization, estimates that 50,000
lemons are repurchased from cus-
tomers each year, though it does
not know how many are resold.
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American Automobile Manufacturers Association
eangt.,4' ..de

Mr. Frank Zahn, Director
California Department of Motor Vehicles
2415 First Avenue
Sacramento, CA 951i15

Dear Mr. Zoltn:

E2 Genera) motors

February 23, 1995

Members of our Association have been advised by yonr legal depaAmcnt that the
Deparmicnt of Motor Vellidb; (DMV) has decided to notify owners el. approximately
10.000 vehicles throughout the State of California that their vehicles were repurchased by
the manufacturers pursuant to the Consumer Warranty L.lw (Lemon Law) and that the
titles Should have been branded The notice will advise owners that their titles must
be submitted to the DMV for branding We believe this action is unwarranted and
cause significant hardship to the owners of these vehicles :Ls well as automobile dealers
and manufacturers throughout the State of California. We respectfully request that the
DMV reconsider this action.

The 10,000 vehicles at issue have been repurchased by manufacturers in the State
of California and ultimately resold to consumers. Manufacturers provide full disclosure
vr the reason for repurchase and any repairs that have been made. In many cases, the
manufacturer repurchti.sed the vehicle for mesons other than the Lcrnon Law and full
disclosure of' those reasons was given. In other cases. disclosure WaS made pursuant to
the Lemon Law, notice was given to the DMV and the DMV itself failed to brand the
titles. The DMV's wholesale. retroactive branding of these titles would cause a
diminution in value to their owners in the tens of millions of dollars and will create
unwarranted litigation, with no measurable benefit to the public. Further, the Lemon Law
neither compels the DMV to take this action nor provides any basis for the Department to
unilaterally change the status of 10,000 vehicles throughout the state. For tbesc reasons,
described in more detail below, we ate asking that you reconsider your decision to carry
out the retroactive branding of these titles.

I. Non -Lemon Ichieles. A substantial portion of the 10,000 vehicles targeted for
 branding were not repurchased pursuant to the Lemon Law and thetefore should

not be branded, The Lemon Law only applies to those vehicles that have been
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Mr. Frank Zolin
2(23/95
Page 2

repurchased because of a non -conformity that substantially impairs the use. value
or safety, of the vehicle and cannot be repaired after a reasonable number of
attempts. Manufacturers and dealers often repurchase vehicles for customer
satisfaction reasons well belort they become non -conforming vehicles under the
Lemon Law. For the DMV to mandate the branding of the titles of these vehicles
whose owners weie given full disclosure of their buy back status would
wrongfully reduce the value of these vehicles and create a customer reletions
nightmare for dealers and manufacturers.

2. Non -Compliance bI1121:12MV. Vehicle owners and their dealers should not be
penalized for the DMV's non-compliance with its own laws. Since the Lemon
Law was enacted in 1990, the DMV has failed to give guidance to the public on
complying with the law and has not trained its own suie as to how to implement
the branding requirements. DMV staff readily admit that there have been no
procedures in place within the agency to brand these titles ever where proper

. disclosures were received by the DMV that the vehicle m question was
repurchased pursuant to the Lemon Law. By rebranding all vehicles repurchased
and resrild in the State of California, the DMV would be exceeding its legal
authority as well as unfairly impairing the value of vehicles for which propel'
disclosure was made.

3. Fending, Legislative Ch Lts In recognition of the many ambigeines in the
present law and the lack or guidance from the DMV on title branding. legislation
has been proposed, apparently supported by state legislator Jackie Spier,, that
would repeal the existing title branding provision and replace it with one that
provides a clear and meaningful disclosure and specifies when such disclosures
should be made. The new disclosure provisions would recognize the distinction
between customer satisfaction buy basks and those under the Lemon Law and
would only require branding for the latter. The concept of this draft legislation
appears to be Supported by consumers, dealers and manufacturers In light of the
impending change in the law, the DMV should not take retroactive actions under
the old requirements that the agency itself has never actual)), implemented.

4. Llawarranted Litigation. The net effect of the DMV's action would be to
reduce suddenly the value of these 10,000 vehicles in the hands of unsuspecting
owners, owners who have already received disclosure of the status of the vehicle.
This action benefits neither consumers nor businesses. The real beneficiaries are
those lawyers in California who gain access to the names and addreretes of the
owners of these vehicles only to file nuisance suits against manufacturers and
dealers.
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Mr . Frank Zolin
2123/95
Page 3

Dealers and manufacturers throughout the State of California have made a good
faith effort to comply with the disclosure requirements of the California Irrnon Law
The ambiguities in the law, coupled with the absence of guidance from the DMV and the
DM V's own failure to brand titles, leave co justification for the DMV to take the
harmful, punitive step or retroactively and arbitrarily branding the titles of these vehicles.
On behalf of the American Automobile Manufacturers Association. we respectfully
request that you rescind your decision to retroactively brand these vehicles und, insteud,
work with the industry and consumers to enact a prospective title branding requirement
that will benefit and be understood by all the parties involved

Thank you for your consideration.

Sincerely,

476d7
Cpiruil Brady

Vice President and Geutml Counsel

PIDB/srd

cc: Mr. William G. Brennan
Deputy Secretary
&iciness, Transportation & Housing Agency
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March 13, 1995

Mr. Frank Zolin, Director
California Department of Motor Vehicles
2415 First Avenue
Sacramento, CA 95818

Dear Mr. Zolin:

The Association of International Automobile Manufacturers has been
informed that the Department of Motor Vehicles is proposing to notify a
large number of owners that their vehicles were repurchased pursuant to
the California lemon law and that the titles of those vehicles should have
been branded accordingly. After reviewing the recent correspondence
between you and the American Automobile Manufacturers Association, we
believe that the Department should reconsider the proposed action
carefully.

AIAM member companies attempt to provide full disclosure concerning the
repurchase of any vehicle. This includes vehicles that are repurchased for
reasons other than non -conformities under the lemon law. However, our
members' attempts to comply with the current provisions for disclosure
under the California lemon law have been frustrated by the lack of guidance
from the Department. The Department has not published meaningful
regulations. We understand that the Department has also resisted providing
practical guidance to manufacturers concerning how they may fulfill their
statutory obligations and has even refused to provide such assistance when
specifically requested to do so. Moreover, AIAM is informed that
Department field staff has at times refused to accept title branding
documentation and has otherwise frustrated manufacturers in their
compliance efforts.

The extent of this problem was demonstrated during the oversight hearing
in October 1994 before the Assembly Committee on Consumer Affairs,
chaired by Assemblywoman Jacqueline Speier. At that hearing,

r representatives of a number of automobile companies pledged to work with
I the legislature to achieve a remedy to current problems in California law.
Manufacturers intend to keep that commitment and intend to work
cooperatively with the legislature to pass significant and meaningful
legislation protective of both consumer and manufacturer interests.
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Mr. Frank Zolin, Director
March 14, 1995
Page Two

In our view it would be unwise for the Department at this time to attempt to brand titles
of vehicles retroactively, especially when many of the vehicles may very well not have
been repurchased pursuant to California or other states' lemon laws. Such action would
be misleading to consumers, unjustifiably reduce their confidence in their vehicles,
potentially slander various manufacturers and dealers, and foment unnecessary litigation.

The Department's interest in encouraging good faith compliance, and more importantly
in ensuring that consumers obtain ail appropriate disclosures to protect their interests.
can best be furthered if the Department joins with the automobile and the
legislature to enact an effective statute. Such legislation would standardize title-iising

11

requirements throtigfiouT Me state ari-Tauthorize the Department to publish regulations
setting forth in express terms how title branding is to be accomplished.

AIAM would be happy to meet with you to discuss this issue and looks forward to
working with the Department, the leois!ature and other interested parties to advance
consumers' legitimate interests ir, this area.

Sincerely,

John T. Whatley
Assistant General Counsel

JTW:cdf

cc: Assemblywoman K. Jacqueline Speier
Wiiiiarri G. Brannan
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FRIDAY, OCTOBER 28, 1994

pesale of 'Lemons' as New Cars Criticized
Py JERRY GILLAM
NIMES STAFF WRITER
,i.

SACRAMENTO-New cars that
ormally would be classified as
olemons" are being resold to un-
suspecting buyers, and the head of
khe Assembly's Consumer Protec -
Sion Committee wants the practice
itoPPed.
- "In brief, the manufacturers are
packaging their lemons as peach -
pa," said Assemblywoman Jackie
6peier (D -Burlingame), the com-
wittee's chairwoman. "Only the
fruit, in many cases, is rotten."

Speier and other committee

t'urbers
heard Thursday from

gruntled car buyers who com-
plained about buying nearly new
pars from dealers only to find out
gater, after a run of constant trou-
*les ranging from squeaky doors to
Xisd brakes, that the vehicles had a
pistory of problems.
Iv Although California has a so -
*led lemon law, Speier said there

a loophole.
Under state law, a new car is

a lemon if it cannot be
after several attempts. The

yer is given a replacement. The
labeled a lemon can be resold

the manufacturer but only after
VI has been repaired and its title

ed so that future buyers
wit was a lemon.

t; But the problem, the committee
}as told, is that some manufactur-
?Ars are buying back the faulty,---

autos before they are officially
listed as lemons and reselling them
without telling buyers about their
history.

A woman told the committee
that she bought a 1989 Chevrolet
Suburban from a Santa Rosa dealer
and that its brakes failed while
pulling a 6,000 -pound trailer down
a mountainous Lake Tahoe road.
Gayle Pena told the committee that
she was led to believe that she was
buying a like -new vehicle that had
been driven by an executive.

She later found out that the
vehicle had been repurchased from
the original owner by the dealer
after it had been in the shop at
least 20 times for brake problems
that could not be fixed.

"The dealer was willing to kill us
for 822,000 . . . put us in a casket
for the sake of a sale," said Pena,
who now lives out of state.

Pena said the Department of
Motor Vehicles penalty for the
dealer who sold her the truck was
"a slap on the wrist" consisting of a
small fine and having to close for
two days, which has not been done
yet.

Representatives of General Mo-
tors, P'ord Motor Co. and Nissan
North America Inc. were at the
bearing and indicated that they
would support full disclosure. They
also urged passage of a uniform
federal law to help iron out differ-
ences among lemon laws in various
states.

"We believe in full and effective
disclosure," said Ken Tough of
General Motors. "We want the
customer to make an informed
decision."

A committee report recom-
mended legislation to require the
DMV to regulate the buyback pro-
cedures. The legislation, which
Speier said she will introduce,
would require the repair of all
vehicles described as lemons be-
fore their resale and would require
that records of the repairs be given
to prospective buyers.
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MOTOR VOTERS
1500 West El Camino Avenue, Suite 419  Sacramento, CA 95833-1945  Tel: 916-920-5464  Fax: 916-920-5465

April 19, 1995

Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 3146
State Capitol
Sacramento, CA 95814

Dear Chairman Katz:

On behalf of our members and California motorists, I wish to
express our deep appreciation for your leadership in strengthening
AB 1381 (Speier).

Thanks to your efforts, and the bi-partisan vote in your
committee, AB 1381 was amended to restore the existing remedies
available to consumers who are victims of illegal "lemon
laundering." This preserves a civil deterrent against auto
manufacturers who seek to dump seriously defective vehicles in
California with impunity.

As you know, unsafe lemon vehicles endanger not only their
drivers and passengers, but also all of us who share the road. As
Assemblywoman Speier noted in her report "Bitter Fruit," the lemons
resold in our state typically have major malfunctions such as
failing brakes; faulty steering; and intermittent, unpredictable
stalling. Thanks to your leadership on this issue, California's
highways will be safer.

We continue to have concerns about closing the "lemon
loopholes," and look forward to working with you and your staff to
tighten the amendment on which vehicles are branded.

Thank you again for your strong pro -consumer, pro -safety
support.

Respectfully yours,

Rosemary Shahan
President
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WILLIAM M. KRIEG
Attorney at Law

1330 "L" Street, Ste. G
Fresno, CA 93721

Tel. (209) 441-7485
Fax. (209) 441-7488

April 21, 1995

Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 3146, State Capital
Sacramento, CA 95814

RE: AB1381

Dear Chairman Katz:

Transportation

Last week I wrote a lengthy letter regarding my concerns with
the auto dealer supported provisions of AB13816,8 which would
effectively eliminate any claim or penalty !or-Tdmon laundering.
I wish now to thank you for your reasoned and understanding
approach to the impact that such anti -consumer legislation would
have on the citizens of this State. With support such as yours,
California will remain in the forefront protecting citizens and
consumers from deceptive and predatory business practices, and not
become a dumping ground for defective and dangerous recycled
lemons.

Thank you for your support.

Sincer

L/
WILLIAWM. K
Attorney at

WMK:ms

cc: Motor Voters
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April 14, 1995

Assemblyman Richard Katz
Chairman, Assembly Transportation Committee
State Capitol, Room 3146
Sacramento, CA 96814

Re: AB 1381, the Recycled /JeTnQD. 2.11.1

Dear Assemblyman Katz:

This law firm has represented consumers in Northern California
in over 3,000 lemon law cases over the past 12 years. On behalf of
ourselves and the California Lemon Law Lawyers, we would like to
give you our views on AB 1381 (Speier), the lemon recycling bill.

5

We wish to work with the author and the committee to H
strengthen this bill.

Initially, we do not understand why the new language should be
in the Vehicle Code. We believe it belongs in the Civil Code with
the rest of the Song -Beverly Act because it is a consumer
protection statute with its existing and known remedies.

In its current form, the bill has certain deficiencies in our
view.

Dliab Vehicles_21u2t_he Title Branded? q* -1111

Ma
sm

One deficiency is that we believe that all repurchased lemon on

vehicles should have to be "branded" by the manufacturer so as to
provide automatic warnings to potential buyers. As the bill
stands, only about 20% of the repurchased lemon vehicles would have
to be branded.'

1 We estimate that 80% of the vehicles repurchases are
voluntary on the part of the manufacturer based on an informal
request by the owner (including some of the worst lemons), 'in the
mediation phase of the Better Business Bureau AUTO LINE
proceedings, or in settlement of lemon law lawsuits. None of these
vehicles' titles would have to be branded as the bill is now
written.
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This deficiency could be remedied by requiring that all
vehicles which are repurchased should be subject to title branding.

iLaimii_anaux- I_Nessle
Another deficiency with the bill is the lack of a civil

penalty. If a buyer of a repurchased lemon is not given the
required disclosure of its lemon history or -if the manufacturer or
dealer does not otherwise comply with the statute, the buyer should
have the opportunity to prove the failure to comply was "willful"
thus entitling him or her to up to two times damages.

The civil penalty currently is available for violations of
Civil Code § 1795.8, the disclosure statute which would be stricken
by AB 1381.

The civil penalty is important as a deterrent to violation of
the statute. Otherwise, if a dealer or manufacturer fails to
comply with the act, the worst that can happen to them in a civil
suit is that they have to repurchase the vehicle and possible pay
the buyer's attorney fees. This is not a sufficient threat to
their pocketbooks to ensure the manufacturers will be careful to
comply with the law.

The civil penalty could be added by repeating the Civil Code
§ 1794(c)2 or by incorporation of that section into proposed
Vehicle 11713.10(f).

The DAmaggE_ELVili2n

The bill would provide a remedy of "damages," but it fails to
specify the measure of damages. Currently, the Song -Beverly Act,
Civil Code 5 1794 does so. Case law has elaborated on the measure
of damages. There is no reason to write a new damage section and
force judges to interpret what the Legislature intended by this new
section. The same damages, including incidental and consequential
damages available under Song -Beverly? Or some other measure?
Simply incorporating by reference (or moving the whole bill to the
Song -Beverly Act) is a far better approach.

2 CC 5 1794(c) is as follows: "If the buyer establishes that
the failure to comply was willful, the judgment may include, in
addition to the amounts recovered under subsection (a), a civil
penalty which shall not exceed two times the actual amount of
actual damages. This subdivision shall not apply (in class actions]
or with respect to a claim based solely on a breach of an implied
warranty."

2
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PerlOal_NIQ Mat DifiglgAR

The bill has a potentially serious problem which may just be
a drafting error. It would require "dealers" to disclose the
lemon history of the vehicle upon resale. \The term "dealer" is
defined in Vehicle Code SS 285, 286 so as Oto exclude banks,
insurance companies, finance companies (evegi captive finance
companies such as GMAC, etc). The problem here is that companies
other than dealers and individuals may and do purchase repurchased
lemons at auto auctions or elsewhere and resell them. Under the
bill, they would have no obligation to warn potential buyers about
the history of the vehicles. Currently, all "persons" are required
to make these disclosures. Civil Code § 1795.8(c).

"Kwingly" v Entw aboalsi Have ADmin

On p. 6, line 5 of the bill, it reads, "Any dealer who
knowingly purchases for resale a vehicle that has been reacquired

shall . . . [make disclosure]." The word knowingly should be
stricken because its presence will give defendants the opportunity
argue that the plaintiff must prove the defendant's state of mind
at the time it failed to make disclosure. The existing legal
standard is "knew or should have known." These words should be
substituted for "knowingly."

The aghlem Df culiv* Financl Companies

In litigation, we have encountered the problem of a
manufacturer arranging for its captive finance arm (GMAC, Ford
Credit, Chrysler Credit, etc) to repurchase the a lemon vehicle and
avoid the disclosure requirements on the theory those captives are
not manufacturers. The term "or captive finance company" should be
inserted in proposed Vehicle Code § 11713.10 (b), (c).& (d) after
the word "manufacturer."

Additi,onal Items

Proposed Vehicle Code S 11713.10 (d) refers to a warranty
dispute between "the last retail owner" and the manufacturer as the

s.
trigger to place the vehicle under this bill. The phrase should Seea
read "any retail owner or lessee." This would provide coverage in azsocase the vehicle had been repurchased as a lemon, resold to a
second owner or lessee, repurchased by the dealer and resold to a
new consumer. In other words, the disclosure rules should stay
with the vehicle no matter how many times it was resold. Most
lemons don't improve with age.

3 P. 6 of the bill, proposed subsection (d) of proposed
Vehicle Code § 11713.10.

3
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We would like the opportunity to present our views
hearing this Monday, April 17, 1995.

Thank you for your attention to this matter.

cc: Mr John Stevens

Mark F. Andersori
Bryan Kemnitzer
Nancy Barron

4
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Consumer Action Southern California Office
116 New Montgomery Street, Suite 233 523 West Sixth Street, Suite 1224

San Francisco, CA 94105 Los Angeles, CA 90014

(415) 777-9648 (213) 6244327

13 April 1995

Assemblyman Richard Katz, Chairman
Assembly Transportation Committee
Room 3146, State Capitol
Sacramento, California 95814

EA FAX/916.324.6860

BEI _14242milian_la_AB1311 ispeler)

Dear Assemblyman Katz:

Consumer Action, a non-profit consumer education and information
organization, finds that it cannot support AB 1381 (Speier) as currently
amended and urges you to oppose this legislation when it comes before your
committee on April 17, 1995. We originally anticipated that this legislation
would serve to strengthen lemon buy-back provisions for cars and trucks
while assuring that consumer's rights would be protected. As it currently
stands, AB 1381 falls far short of these goals.

AB 1381, rather than strengthening the current lemon law, creates some huge
loopholes for manufacturers and dealers which would entirely nullify the
law in as many as 80% of all lemon cases. The only vehicles that would fall
under the provisions of AB 1381 would be vehicles which are the subject of a
court trial, where the arbitration process has ru]ed against the manufacturer
or where the vehicle had a specified number of repair attempts in the first
year. We are advised that legal research indicates that these vehicles
represent only about 20% of the lemon cases in California.

As AB 1381 also repeals the civil penalties for cases brought by owners of
recycled lemons, it serves to invite auto manufacturers to dump their out-of-
state lemons in California without fear of legal action or accountability.

In short, and in fairness to the consumers of California, we cannot support
AB 1381 as it currently stands as it would serve to seriously weaken, not
strengthen, existing law.

We urge that you oppose AB 1381 when it comes before you for your
consideration.
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Board Members: Gene Coleman, Chair; Kay Pachtner, Vice Chair; Ken McEldowney, Sec. /Treas.; Miguel Barragin
Chris Bjorklund; Anni Chung Sue Hestor; Grace Jacobs; Helen Nelson; Laurel Pollock.
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CONSUMER ALERT
Auto Industry Attempts to Dilute Lemon Bill

To: Honorable Members of the Assembly

P.02

From: Consumer Action, Consumers Union, Center for Auto Safety, Consumer
Federation of America, and Motor Voters

Retala_faigeierl Sponsored by California Motor Car Dealers Association.
Passed Assembly sz. Passed Senate 36-0. Pulled from Consent in Assembly.

 Auto companies are attempting again to weaken AB
1381. Consumer groups would strongly oppose any last-
minute auto industry amendments to this bill.

 As introduced, AB 1381 would have created loopholes
allowing manufacturers to resell seriously defective
lemon vehicles without notice to unsuspecting used car
buyers, an illegal practice known as "lemon laundering."
It also would have eliminated existing consumer
remedies for victims of lemon laundering.

 The Assembly Transportation Committee voted
without dissent, in a resounding bi-partisan vote, to close,
tht loophdt5 and restore all existing remedies.

 Subsequently the author amended another bill, AB
1383 (Speier), to again eliminate the consumer remedies
for victims of illegal lemon -laundering. That bill is
strongly opposed by consumer groups, and is now a two-
year bill.

 The DMV has settled a case against GM and 34
dealers for allegedly lemon -laundering, currently has a
case pending against Chrysler, and has requested records
from Ford and foreign auto manufacturers. Ap_
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CONSUMER ALERT

To: Honorable Members of the Senate Appropriations Committee

From: Consumer Action, Consumers Union, the Center for Auto Safety, and
Motor Voters

Re: AB 1381 (Speier), Sponsored by California Motor Car Dealers Association

Hearing before Senate Appropriations Committee set for August 21

 As introduced, AB 1381 would have eliminated,
remedies (potential double damages) for consumer
victims of illegal lemon laundering.

he Assembly Transportation Committee voted
without dissent, in a bi-partisan vote, to restore
remedies.

 On July 28th the author amended another bill, AB
1383 (Speier), to again eliminate remedies for victims of
illegal lemon laundering. That bill was taken off
calendar in the Senate Judiciary Committee and is now
a two-year bill.

 AB 1383 is opposed by consumer groups including
Consumers Union, Consumer Action, the Center for
Auto Safety, and Motor Voters, as well as the Consumer
Attorneys of California.

 If AB 1381 is amended to again remove remedies for
victims of lemon laundering, consumer groups would
have to oppose it again.
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Date of Hearing: May 17, 1995

ASSEMBLY COMMITTEE ON APPROPRIATIONS
Curt Pringle, Chair

AB 1381 (Speier) - As Amended: April 26, 1995

Policy Committee: Transportation Vote: 14-0

State Mandated Local Program: Yes

SUBJECT

Vehicles: Automotive Consumer Notification Act.

This bill:

Reimbursable: No

AB 1381

1) Revises and recasts the Automotive Consumer Notification Act, moving it from
the Civil Code to the Vehicle Code.

2) Requires the manufacturer to re -title buy-back vehicles in the name of the
manufacturer and to request at that time that the Department of Motor Vehicles
(DMV) inscribe on the ownership certificate the notation "lemon buy back," for
those vehicles as specified.

3) Requires the manufacturer to affix a notice to the left door frame of the
vehicle specifying that title to the vehicle has been inscribed with the
notation "lemon buy back." No person shall knowingly remove or alter the
notice.

4) Requires any manufacturer or dealer, prior to reselling a vehicle which was
returned to resolve an express warranty dispute, to execute and deliver to
the subsequent buyer a notice informing the new buyer that the vehicle was
re -acquired in resolution of a warranty dispute, whether or not the DMV title
has been branded with the notation "lemon buy back," what problems were
reported by the original owner, and what repairs were made to correct these
problems. This notice must be signed by the new buyer.

5) Applies only to vehicles re -acquired by a manufacturer on or after the
effective date of this act and makes other technical, clarifying amendments to
provisions authorizing refunds of sales taxes on buy -backs.

FISCAL EFFECT

1) The DMV report first year costs of $95,000 and ongoing costs of $7,000
annually for the title branding provisions. These costs would be paid from the
Motor Vehicle Account.

2) Unknown, probably minor, costs to local government for enforcement; crimes
and infractions disclaimer.

- continued -

LIS - 5 AB 1381
Page 1

2277



AB 1381

COMMENTS

1) Existing law provides that if a manufacturer cannot repair a new vehicle
after a "reasonable number of attempts" and the defect substantially impairs
the vehicle's use, then the consumer is due either a refund of the purchase
price or a replacement vehicle. Dealers or manufacturers who sell a vehicle
that was returned because it was a "lemon" must disclose that fact, as
specified, to a new buyer prior to purchase. Among other requirements, the
ownership title and DMV registration papers are to be "branded" with the
legend: "WARRANTY RET".

2) This bill is an attempt address situations where manufacturers and dealers
have recycled cars and trucks in California without warning consumers they are
buying "lemons" which were bought back from the original owners. Manufacturers
have circumvented disclosure laws by re -acquiring problem vehicles prior to
formal arbitration, thus avoiding DMV tagging the vehicle as "warranty
returned". This misleads consumers and enables dealers to resell vehicles at
higher prices.

Thomas L. Sheehy
322-4323
AAPPRO

AB 1381
Page 2
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AB 138

Date of Hearing: April 17, 1995

ASSEMBLY COMMITTEE ON TRANSPORTATION
RICHARD KATZ, Chair

AB 1381 (Speier) - As Amended: April ,1995

SUBJECT

Vehicles: Consumer Notification Act

DIGEST

Existing law:

1) Provides that if a manufacturer cannot repair a new vehicle after a
"reasonable number of attempts" and the defect substantially impairs the
vehicle's use, then the consumer is due either a refund of the purchase
price or a replacement vehicle. [Song -Beverly Consumer Warranty Act]

2) Provides that if the defect cannot be repaired in four attempts within the
first year or 12,000 miles, whichever occurs first, or if the vehicle is
out of service for more than 30 days, the owner may sue for a refund or
replacement vehicle. The manufacturer may submit the case to arbitration.
[Tanner Consumer Protection Act -- the so-called "Lemon Law"]

3) Requires a dealer or manufacturer who sells a vehicle that was returned as
required above to disclose that fact to a new buyer prior to.purchase. The
notice is to read: "THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR
MANUFACTURER DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER WARRANTY
LAWS." The ownership title and DMV registration papers are to be "branded"
with the legend: "WARNTY RET." [Automotive Consumer Notification Act]

4) Allows a manufacturer to request a sales tax refund for any vehicle bought
back as required by law. The refund is not granted for "goodwill"
buy -backs.

This bill:

1) Revises and recasts the Automotive Consumer Notification Act, moving it
from the Civil Code to the Vehicle Code.

2) Requires the manufacturer to retitle buy-back vehicles in the name of the
manufacturer and to request at that time that the Department of Motor
Vehicles (DMV) inscribe on the ownership certificate the notation "lemon
buy back,'' for those vehicles which:

a) Were required to be repurchased pursuant to a court order or the
decision rendered in a third party dispute resolution process.

- continued -

LIS - 6 AB 1381
Page 1
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AB 1381

b) Which were reacquired during or within six months after the conclusion
of arbitration or litigation, or

c) Which were reacquired within six months after the buyer made a written
request to the manufacturer for replacement or a refund.

3) Requires the manufacturer to affix a notice to the left doer frame of the
vehicle specifying that title to the vehicle has been inscribed with the
notation "lemon buy back." No person shall knowingly remove or alter the
notice.

4) Requires any manufacturer or dealer, prior to reselling a vehicle which was
returned to resolve an express warranty dispute, to execute and deliver to
the subsequent buyer a notice informing the new buyer that the vehicle was
reacquired in resolution of a warranty dispute, whether or not the DMV
title has been branded with the notation "lemon buy back," what problems
were reported by the original owner, and what repairs were made to correct
these problems. This notice must be signed by the new buyer.

5) Applies to buy -backs of vehicles in other states with lemon laws which are
resold in California.

6) Makes technical, clarifying amendments to provisions authorizing refunds of
sales taxes on buy -backs.

w
7) Applies only to vehicles reacquired by a manufacturer on or after the 0

effective date of this act.
w

B) Provides that any buyer damaged by the failure of a manufacturer or dealer
to comply will have the same rights and remedies provided by the Civil
Code, Section 1794.

FISCAL EFFECT

Unknown. uJj

COMMENTS.

:Z
1) This bill is a follow up to an investigation, hearing and reports by the qt.ss

Assembly Committee on Consumer Protection, Governmental Efficiency and ism

Economic Development chaired by the bill's author. A 1994 committee report or

titled "Bitter Fruit" found:

a) That vehicle manufacturers and dealers have recycled cars and trucks in
California without warning consumers they are buying "lemons" which
were bought back from the original owners.

- continued -
1/(.; :2

AB 1381
Page 2
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AB 13131

b) Manufacturers have circumvented disclosure law by re -acquiring problem
vehicles prior to formal arbitration which would lead to DMV tagging of
the vehicle as "warranty returned" -- enabling dealers to resell
vehicles at higher prices.

c) Lemon vehicles are being laundered through auto actions because current
law does not require the manufacturer or dealer to take title to a
re -acquired vehicle.

d) Some manufacturers have requested reimbursement for sales taxes even
though buy-back vehicles were "goodwill buy -backs", not returned under
the state's Lemon Law, as is required for sales tax rebates.

e) None of the 21 vehicles bought back by manufacturers under the State of
Washington's Lemon Law and subsequently resold in California were
recorded with the DMV as "warranty returned."

2) It is not known how many vehicles are repurchased each year in California.
It is estimated that 50,000 are repurchased by manufacturers nationwide
each year.

SUPPORT

California Motor Car Dealers Association (sponsor)

OPPOSITION

Center for Auto Safety
Motor Voters For a Safer Tomorrow

Rich Milner
445-1616
4/17/95:atrans

r°17-3

AB 1381
Page 3
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DEPARTMENT OF FINANCE BILL ANALYSIS

AMENDMENT DATE: August 21, 1995
POSITION: Neutral
SPONSOR: California Motor Car Dealers Association

BILL SUMMARY

BILL NUMBER: AB 1381
AUTHOR: J. Speier

This bill would revise and recast the Automotive Consumer Notification Act, moving it from the Civil
Code to the Vehicle Code. Additionally, the bill would specify notification requirements for a re-
acquired vehicle.

FISCAL SUMMARY

The Department of Motor Vehicles (DMV) indicates that implementation costs for the 1995-96 fiscal
year will be approximately $96,000 for EDP changes, form modifications, and additional workload
associated with the change. On -going costs are estimated at $7,000 yearly.

SUMMARY OF CHANGES

Amendments to this bill since our analysis of the July 23, 1995, version are technical and do not alter our
position.

COMMENTS.

The provisions in this bill attempt to protect subsequent buyers of vehicles returned to manufacturers as
"lemons."

Analyst/Principal Date Program Budget Manager Date
(075 jG. Jerome Wallis L. Clark

gh 9/11/f
Depart uty Director Date

Governor's Office: By: Date: Position Noted
Position Approved

Position Disapproved
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BILL ANAI ,YSTS
BTH:AB1381.751 08/18/95 12:52 PM
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(2)

BILL ANALYSIS/ENROLLED BILL REPORT-ICONTINUEDI Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

J. Speier

ANALYSIS

A. Programmatic Analysis

August 21, 1995 AB 1381

This bill would:
Repeal the Civil Code section that requires manufacturers or dealers to make a disclosure that the
vehicle was previously returned due to a defect and instead create a section in the Vehicle Code
addressing this issue.

Require that the manufacturer warrant the returned vehicle for a one year period, free from the listeddefect.ti
c;)

Require a vehicle manufacturer or dealer to notify the DMV of a vehicle re -acquired due to a defect
regardless of where the vehicle was originally sold.

cp
co

Require that re -acquired vehicles be re -titled in the name of the manufacturer.

Require that a re -acquired vehicle be affixed a special decal to the left door frame and the title of any 5
vehicle re -acquired be inscribed with the notation, "Lemon Law Buyback".

Require that specified language be included on the Warranty Buy Back Notice.

Require a notice, stating the vehicle was re -acquired in resolution of a warranty dispute, be signed by >I
a potential buyer of a re -acquired vehicle prior to the sale.

(.0

B. Fiscal Analysis

The Department of Motor Vehicles (DMV) indicates that implementation costs for the 1995-96*
fiscal year will be approximately $96,000 for EDP changes, form modifications, and additionally::
workload associated with the change. On -going costs are estimated at $7,000 yearly. ail

The Board of Equalization has indicated that the bill would have no revenue or fiscal impact the
department.

SO (Fiscal Impact by Fiscal Year)
Code/Department LA (Dollars in Thousands)

Agency or Revenue CO PROP Fund
Type RV 98 FC 1995-1996 FC 1996-1997 FC 1997-1998 Code

2740/DMV SO C $96 S $7 S $7 0044

Fund Code: Title
0044 Motor Vehicle Account, STF
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MOTOR VOTERS

May 15, 1995

The Honorable Curt Pringle
Chairman, Assembly Appropriations Committee
Room 2114, State Capitol
Sacramento, CA 95814

RE: AB 1381 iSneier): OPPOSE

Dear Chairman Pringle:

Motor Voters is a non-partisan, non-profit auto safety organization founded in Lemon Grove,
California in 1979.

Motor Voters urges your "no" vote on AB 1381 (Speier) as currently amended. Passage of
the bill in its current form would encourage manufacturers to make California a dumping ground
for seriously defective lemon vehicles. It would allow unscrupulous manufacturers and dealers to
foist the worst lemons on consumers, under the guise they are supposedly "goodwill" buybacks. It
also eliminates existing penalties for flagrantly fraudulent "lemon laundering."

California's Department of Motor Vehicles has an action pending against Chrysler for the
illegal practice of reselling lemon vehicles without disclosure to unsuspecting used vehicle purchasers.
The agency has also requested records from other manufacturers. Motor Voters is concerned that
AB 1831 could undermine the DMV's enforcement authority in such cases.

While the bill contains a few positive elements, in its major provisions, AB 1381 is similar to (.0

another measure Governor Deukmejian vetoed in 1990. In his veto message, the Governor stated
that the measure "would undermine the integrity of the records of the Department of Motor
Vehicles by failing to identify all vehicles that were unable to be brought into conformity with
warranty laws whether the manufacturer voluntarily complied or was forced to by a court or su s,a
arbitrator," as

In addition to potentially costing the state millions in fines, this bill would also add to the
DMV's enforcement costs. AB 1381 is definitely not in the interest of consumers or of honest
businesses, which have been playing by the rules and deserve the commensurate competitive
advantage. Therefore, we urge that you please vote "no."

Respectfully,

SlAd4c(,
Rosemary Shahan
President
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MARCH 11, 1995 CCt BUSINESS
DMV Seeks
Suspension in
`Lemon' Case
 Consumers: Chrysler would
be unable to do business in
California for 10 days. The auto
maker denies any wrongdoing.

By DENISE GELLENE
TIMES STAFF WRITER

The California Department of Motor
Vehicles is seeking to stop Chrysler Corp.
from doing business in California for 10
days as punishment for allegedly selling
used "lemons" to unsuspecting buyers.

However, a less -harsh settlement-pos-
sibly a fine or payments to alleged vic-
tims-is more likely. Chrysler says it did
not violate any laws.

The DMV proposed the stiff penalty 
. during a nine -day administrative hearing
that ended Friday.

The proposed penalty against Chrysler
would not necessarily prevent dealers from
selling cars, said Bernard Lu. DMV's lead

Please see HEARING, 138 j

HEARING: DMV Seeks Chrysler Shutdown
The DMV says Chrysler violated

regulations requiring it to label the
cars as "warranty returned" on
title documents. The DMV also
says the notices that Chrysler pro-
vided for used -car dealers to give
to buyers were improperly worded.

The administrative hearing went
forward when settlement attempts
failed. According to a source famil-
iar with the discussions, the DMV
was seeking about $1 million from
Chrysler, including penalties and
costs. Neither the agency nor the
auto maker would comment on that
figure.

On Friday, a Chrysler spokes-
man said: "Our position is that we
are in full compliance. Chrysler is
not willing to pay, in effect, dam-
ages when none have been experi-
enced."

The hearing took place in Sacra-
mento before Administrative Law
Judge Keith Levy. At the conclu-
sion of the hearing, Levy gave both
sides 60 days to file written briefs.
Levy has 30 days after that to
make a decision.

The judge's decision then goes to
DMV Director Frank S. Zolin, who
can accept, reject or modify it.

The case stems from a continu-
ing DMV investigation. In April,
General Motors paid $330,000 to
settle similar allegations involving
51 used cars. GM did not admit guilt
in its settlement. The DMV dis-
closed that it is currently review-

, r /V LEGISLATIVE INTENT SERVICE (800) 666-1917
eissm 

Continued from D1
counsel, but it would probably
prevent Chrysler from shipping
cars into and within the state for
.the 10 -day period, an expensive
and confusing scenario. The auto
maker could also be prevented
from advertising, shipping parts or
providing financing within the
state. According to R.L. Polk, a
market research firm, about
120,000 new Chrysler cars and
trucks were registered in Califor-
nia in 1994.

Lu said Friday that despite its
recommendation, the agency
would prefer to reach a settlement
with Chrysler in which owners of
the used "lemons" would be com-
pensated.

"The department prefers to help
the consumer rather than to punish
Chrysler," Lu said.

During the hearing in Sacra-
mento, Chrysler denied the allega-
tions against it, saying it provided
paperwork to used -car dealers
about the vehicles but that some
dealers did not give that paper-
work to consumers.

As previously reported, the DMV
in August charged Chrysler with
selling 118 used "lemons" without
telling buyers that the cars had
been repurchased from customers
because of defects. The cars in-
cluded Dodges, Jeeps, Chryslers
and Plymouths sold through
Northern California dealerships.
The model years are 1989 to 1992.

ing documents related to Ford cars
said to be "lemons." The depart-
ment would not say whether viola-
tions have been uncovered.

A new car is considered a "lem-
on" in California if it is in the shop
more than 30 days during the first
year of ownership or if a defect is
uncorrected after four attempts.

There are no \ reliable figures on
how many "lemons" are resold to
consumers without notification.

Lu said the number of mislabeled
"lemons" on the road in California
is "in the thousands.'

The Center for Auto Safety, a
Washington -based consumer or-
ganization, estimates that 50,000
"lemons" are repurchased from
customers each year, though it
does not know how many are
resold.
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NATIONAL ASSOCIATION OF ATTORNEYS GENERAL (NAAG)

RESOLD LEMONS MODEL LEGISLATION

DRAFT 11/1/91

PRODUCED BY NAAG WORKING GROUP ON RESOLD LEMONS

From NAAG Model Bill:

"Buyback vehicle" means a motor vehicle which has been

replaced or repurchased by a manufacturer, its agent, or

authorized dealer, as the result of a court judgment, a

determination of the [New Motor Vehicle Arbitration] Board or a

program, or any voluntary agreement entered into between a

manufacturer, its agent or a dealer and a consumer that occurs

before or after a dispute is submitted to a court, the Board or a

program."*

From NAAG "Summary of provisions":

"If voluntary buybacks were not included in this definition,

manufacturers would be able to avoid the disclosure requirements

by entering into voluntary agreements with consumers to buy back

or replace those vehicles which are the most seriously defective

and would be most likely to be adjudicated as Lemons. Subsequent

consumer purchasers would then have no knowledge of the 'Lemon'

history of these vehicles."

"Some manufacturers may argue that the use of the phrase

'Defective Vehicle Buyback' is not fair or accurate because

vehicles are also bought back on a 'goodwill' basis which are not

defective. The working group is not convinced that vehicles

which are free from any alleged defects are routinely repurchased

by manufacturers and dealers. If, there are goodwill repurchases,

the numbers are not significant."*

* (Emphasis added.)

AC
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STATE AND CONSUMER SERVICES AGENCY BILL ANALYSIS
Department Author Bill Number

CONSUMER AFFAIRS Speier AB 1381
Sponsor Related Bills Amended Date

CA. Motor Car Dealers Assn. AB 1383 41.261.95
Subject

Motor vehicles: warranty

Bill Description:

Existing law:

Known as the Automotive Consumer Notification Act, requires the
seller of a motor vehicle to inform the buyer if the vehicle has
been returned, or should have been returned, to the manufacturer
for warranty problems or failure to comply with the warranty.

Establishes the Arbitration Review Program (ARP) within the
Department of Consumer Affairs (DCA).

Provides that any person damaged by the failure of a motor vehicle
may recover reasonable costs and damages.

This bill would: '(;)

Recast the Automotive Consumer Notification Act in the Vehicle Co
instead of the Civil Code.

Require that a vehicle's registration card, published by the
Department of Motor Vehicles (DMV), indicate if the vehicle has
ever been reacquired by the manufacturer for warranty reasons.

00
CO

U_w

Require that any reacquired vehicle, including vehicles that are L.cj

reacquired from out of state, be titled in the name of the
manufacturer and a decal attesting to that fact be affixed to thezH
left door frame.

z

Require any manufacturer or dealer who attempts to sell a
reacquired vehicle provide the potential buyer with a written
notice specifying the history of the vehicle, including any type f
-repairs made to rectify a consumer complaint.

Provides that any person damaged by a motor vehicle warranty
failure shall have the same rights and remedies available to othm.
purchasers of consumer goods.

a au

on

FEE L L FISCAL L L REPORT L L
DEPARTMENTS THAT MAY BE AFFECTED

Department of Motor Vehicles, Arbitration Review Program

STATE MANDATE LXL GOVERNOR'S APPOINTMENT L L
AGENCY SECRETARY POSITION GOVERNOR'S OFFICE USEDEPARTMENT DIRECTOR POSITION

S 0 S 0 POSITION APPROVD.
SIA OUA SIA OUA POSITION DISAPP.
N xX NP N NP POSITION NOTED
NIA NAR NIA NAR
DEFER DEFER

E RTMENT ECTOR DATE: AGENCY SECRETARY DATE:
;11)al signed by

51a(A i 10ANNE BOVEE MAY 2
k:Astant Sectchn,-
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AB 1381
Page 2

Background:

The ARP currently certifies arbitration programs that attempt to
resolve disputes between consumers and manufacturers. There is no
requirement for manufacturers to have a arbitration program.
However, approximately 85% of new motor vehicle manufacturers
participate in some sort of program.

It is estimated that approximately 50,000 vehicles were reacquired by
manufacturers nationwide.

Specific Findings:

This bill would not impact the ARP since the ARP only certifies and
monitors dispute resolution programs. This bill would expand the
information that is provided to consumers by branding the title of
the vehicle.

This bill would also limit the amount of damages recoverable by a
plaintiff by specifying that a motor vehicle has the same warranty
provisions as any other consumer good or product.

Fiscal Impact:

This bill would not have a fiscal impact on the Department of
Consumer Affairs.

Support:

California Motor Car Dealers Association (sponsor)
H

H
Opposition:

Center for Auto Safety
Motor Voters

Arguments:

Pro: Supporters of this bill would argue that a more aggressive ;IS

vehicle labeling and disclosure program can only benefit consumers. sus,
min
ex

Con: Opponents would argue that limiting the amount of damages
that can be recovered by a person damaged by a warranty failure may
deter consumers from filing a lawsuit against a wayward manufacturer
or dealer.

Recommendation:

The Department of Consumer Affairs recommends NO POSITION on Assembly
Bill 1381.

Prepared by: Kurt Heppler, Analyst Telephone: 324-4402

Traci Stevens, Deputy Director Telephone: 327-5196
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BITTER
Final Report on How Consumers Unknowingly Buy Lemon Vehicles

LIS - 7

November 30, 1994
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CALIFORNIA LEGISLATURE
ASSEMBLY COMMITTEE ON
CONSUMER PROTECTION,

GOVERNMENTAL EFFICIENCY

AND ECONOMIC DEVELOPMENT

JACKIE SPEIER
CHAIR

P.O. Box 942849
Sacramento, CA 94249-0001

(916) 324-7440
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INTRODUCTION

This report finds that vehicle manufacturers and dealers have recycled
cars and trucks in California without warning consumers they are buying
"lemons" which were bought back from the original owners by the manufacturers.
In some cases, lemon defects continue to plague the second and third owners of
these vehicles.

Manufacturers, dealers and consumers now agree that current vehicle
disclosure law on the resale of manufacturer buy-back vehicles must be
strengthened. Therefore, the task at hand is to devise a disclosure law that
is enforceable, workable and protects consumers.

This task may be difficult. On October 24, 1994, when the first committee
report was released on the buy-back issue, a General Motors (GM) spokesperson,
reacting to the report, was quoted by the press as saying, "I don't know why we
would tell you that the vehicle's been repaired if it's in good shape." I dare
say that every car buyer, if asked, would want to know why a vehicle had been
bought back by the manufacturer. In brief, every buy-back transaction should
be disclosed.

The committee's first report was entitled, When lemons Are Packaged Ag
PeAghgg. This final report is named, Eittgr Fruit, in recognition of consumers
who have suffered the emotional and economic consequences of buying a product
they probably would not have purchased if they had known the vehicle's past
history. Unfortunately, for many consumers history was repeated.

The Department of Motor Vehicles (DMV) is to be commended for its
investigative work and efforts to enforce current law regarding vehicle sales,
or lemon resales. A special tribute is due Gayle Pena, a consumer who alerted
the DMV to the unethical and illegal practices of manufacturers and dealers.
Ms. Pena embodies the truism: one person can make a difference.

A special thanks is also due Richard Steffen, the committee's chief
consultant, whose tireless efforts brought this report to fruition at the
conclusion of the 1993-94 Legislative Session. Also, thanks is extended to
Glenn Brank, a consultant with the Assembly Office of Research, who assisted in
this report and Alvin Gress, Office of Legislative Counsel, who provided legal
guidance.

State Assemblywoman Jackie Speier, Chair
November 30, 1994
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MAJOR FINDINGS

1. Documents reveal that vehicle manufacturers have circumvented disclosure
law by re -acquiring problem vehicles prior to formal arbitration proceedings
which could lead to mandated branding of the vehicle's title as "warranty
returned" -- the legal term for "lemon" vehicles. By avoiding the stigma of a
branded title, manufacturers and dealers can resell these vehicles at higher
prices than if the vehicles were described as former lemons.

2. Lemon vehicles may be laundered through auto auctions. While the
disclosure papers on the vehicle's lemon history may accompany the vehicle upon
sale at the auction, the new owner, a dealer or wholesaler, may not pass on the
facts to the next buyer who may be an unsuspecting consumer, or even another
dealer. The key element to the laundering equation is the fact that current
law does not require the manufacturer or dealer to take title of a re -acquired
vehicle. The name of the first buyer, the consumer, remains on the title until
it is sold to another consumer. For example, a Los Banos couple won a $150,000
settlement against a car manufacturer who bought back their lemon car in May,
1994. This couple was shocked to learn from the committee that on 11/22/94,
they were still listed in DMV records as the registered owners of the vehicle,
even though the car is in the legal possession of the manufacturer. The
troubling bottom line is this: A consumer cannot rely on an examination of the
vehicle's title to prove the vehicle was bought back by the manufacturer.

3. In 1991 the DMV obtained files from GM's Fremont corporate offices on 435
GM buy-back vehicles. Ultimately, 71 of these vehicles were included in a
formal accusation by the DMV regarding violations of the "lemon law" by GM.
The GM documents show a significant number of safety -related cases in which GM
or its dealers made goodwill buy -backs without acknowledging the vehicles may
have qualified as legal lemons. The documents reveal that vehicles were
repurchased from the original owners only after repeated repairs failed to
remedy faulty brakes, stalling engines and other problems that posed a safety
hazard. Internal GM memos show that GM representatives urged goodwill
repurchases when the number of repair attempts exceeded the limit set by
California's lemon law.

4. The DMV was unable to provide the committee with an exact accounting of
legally registered warranty returned vehicles on the road in California. DMV's
data system shows there are 1.3 million branded titles in California, but this
figure includes salvage vehicles, former police vehicles, and former taxis --
vehicle categories which require branding of the title.
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5. Consumers who bought low -mileage vehicles from dealers and who are having
lemon -type problems with their vehicles have frequently supplied the committee
with their vehicle's identification number to determine if the vehicle has been
branded. However, there is usually no evidence of a brand that would indicate
the vehicle had been re -acquired by the manufacturer. nn0=1.34LILE 12.12& A

batory 52LAvoidina .12.r.tr_11 ins_sg A._.titit with ftwffl./rAntY r1131.ELV..d.t" In fact
1117117ghicles inglqatft in a DMV'l 1pvgatigaticn gl SZArk.npt klAndtd. AA 21
11L22/94,_1v1n It 2,22h 1t 1 vIDAQ1k2_wgxl_inclOed in DMV'l accusation and nAvl A
bipc..c.rv_cf mlzhAnicAl_mx=12m1 which resulted in GM'l buvinq tAzic _thl vehicle.

6. While DMV was able to obtain a settlement of $330,000 from GM and some
$97,000 from two other car dealers involved in the GM case, it has been able to
do very little for the consumers who are stuck with laundered lemons, according
to the consumers of record in these cases. These consumers had to retain
private counsel to settle their cases. In a few instances GM has offered
consumers cash payments in excess of what was paid for the vehicles. In two
cases, consumers filed suit against GM and achieved out -of -court settlements
approaching $500,000.

7. The Board of Equalization reports that manufactures are attempting to
obtain sales tax refunds improperly for goodwill buy-back vehicles. State law
only allows refunds for vehicles repurchased under the lemon law, a legal
transaction which leads to branding of the vehicle's title. Manufacturers make
goodwill buy -backs, in some cases, to avoid branding of a vehicle's title.

S. From 10/17/SS to 6/3/94, none of the 21 vehicles bought back by
manufacturers under the State of Washington's Lemon Law and subsequently
shipped and resold in California have branded titles.

UPDATE

On 10/24/94, the Assembly Committee on Consumer Protection, Governmental
Efficiency and Economic Development released a report, When Lem= Are PAgkAgga
As PlachgA, which found that vehicles bought back by the manufacturer from
dissatisfied customers are often resold to consumers who are not informed about
the vehicle's return history.

This final report, kiII1r Fruit, provides more documentation on the problem
of nondisclosure sales of buy-back vehicles. The report concludes with a list
of legislative options that could be pursued in the next legislative session.

This report contains new information not detailed in the first report as
the result of the following:

1) The committee held a hearing at the Capitol on 10/27/94 where several
consumers gave graphic accounts of how they had been victimized by the purchase
of a low -mileage vehicle which manufactUrers had previously re -acquired from
the original owners who experienced mechanical problems similar to those that
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plagued the second owners. These "lemon" vehicles were resold without
disclosure of prior problems, or the fact that the vehicle had been bought back
by the manufacturer. One witness, Ms. Gayle Pena, said that she and her
husband almost died when the vehicle's brakes failed on a trip over the Sierra
Mountains.

2) Manufacturer representatives at the hearing agreed that vehicle
manufacturers would support full disclosure of a vehicle's re -acquisition
history to a prospective buyer, regardless of the reason, or reasons why the
vehicle was bought back. Major manufacturers, foreign and domestic, were
represented, except for Chrysler which declined to testify due to the fact that
the Department of Motor Vehicles (DMV) has an accusation case pending against
Chrysler for lemon law disclosure violations.

3) On 10/27/94 the committee had a subpoena for documents served on Frank
Zolin, Director of DMV, for the purpose of obtaining DMV investigative files on
General Motors Corp., which DMV had charged with violating the lemon law in
1993. GM ultimately settled with DMV by paying $330,000 to DMV's Consumer
Protection Fund. The settlement did not include an admission of guilt, nor did
it contain a provision that would prevent DMV from releasing the documents.
However, DMV asked that it be served with a subpoena since GM had indicated
that it did not want the contents of the file released to other parties for
review.

GM sought a temporary restraining order to enjoin DMV from complying with
the subpoena. However, Sacramento Superior Court Judge Joe Gray ruled that GM
had failed to show that DMV's compliance with the subpoena would violate GM's
constitutional rights. Judge Gray stated that the court "must respect the
ability of the Legislature to handle its own affairs." The committee obtained
the GM files on November 17, 1994. This report, in part, contains information
that was gleaned from DMV's GM files.

4) On 11/17/94, a Los Banos car dealer, included in DMV's GM
investigation, agreed to pay DMV $32,500 as a settlement; and on 11/21/94, a
Santa Rosa car dealer, also implicated in DMV's investigation, agreed to a
settlement of $65,000. Both dealers also were required to pay for DMV's
investigative costs and to shut down their sales operations for a specified
period of time.

5) The committee has been investigating individual cases involving
consumers who purchased low -mileage cars and trucks from dealers and who, for a
variety of reasons, believe their vehicles were manufacturer buy-back "lemons."
This report contains insights garnered from investigations of individual cases.
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EXAMPLES OF LAUNDERED -LEMON VICTIMIZATION

Case .1

The committee contacted the office of the State Attorney General of Washington
for a list of vehicles that had been repurchased by manufacturers under
Washington's lemon law and, subsequently, shipped for resale in California.
The committee traced the sales of these vehicles and, when appropriate, turned
the information over to the DMV for investigation. The following example is a
matter currently under investigation.

The vehicle in question was re -acquired by the manufacturer from the consumer
in January 1992. The state form used to identify the reason for buy-back
indicates "serious safety defect...brakes pulsate and chatter."

The vehicle was subsequently sold at a California auto auction where a licensed
dealer purchased it. The sale documents included a disclosure statement from
the manufacturer stating that the vehicle was repurchased due to "brake shimmy"
and that it was repaired by replacement of "both front brake rotors." The
dealer signed a form which stated: "I (name) have purchased the above noted
vehicle with full knowledge and understanding that it has been repurchased from
the original owner as a result of a non -conformity and the applicable 'Lemon'
Law. I agree to disclose this information to any subsequent owners." The
dealer, in turn, resold the vehicle to another dealer who alleged to the
committee that he was not told about the vehicle's lemon past, nor given any
disclosure forms.

Within one week after the vehicle was sold by one dealer to another, a consumer
from Huntington Beach purchased it. No lemon disclosure was given.
Unfortunately, the vehicle developed "brake chatter" again and the second owner
was confronted with the same problems that plagued the original owner.

The dealer who sold the vehicle to the consumer has been in contact with the
committee. At this time, the consumer is driving a dealer's loaner car until
the DMV investigation is completed.

ase AL2

In October, 1994 a vehicle owned by a Ventura couple began to have engine
problems and a power steering leak. This vehicle, purchased used from an
Oxnard dealer in July, 1994 had been driven 2,000 miles by the new owners.

Several months ago, the original owners of the aforementioned vehicle had
contacted the committee to complain about the length of the legal process --the
lemon law --which eventually led to the manufacturer's replacement of their
problem -plagued vehicle. The previous owners assumed their vehicle had been
destroyed, since its record during the warranty period included replacement of
four catalytic converters, two power steering pumps, and blown head gaskets and
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pistons. But DMV informed the committee that the problem vehicle was now
registered, without a "lemon" designation, to the couple in Ventura.

The new owners allege that at the time of sale, the dealer said that the
manufacturer had bought the vehicle back from the original owners who were
unhappy with the air conditioning and the monthly payments. The dealer had
purchased the vehicle at an auto auction.

The DMV is investigating this case.

(Note on terminology: "Lemon" has a common usage that means "doesn't work." A
"lemon" car is one that routinely doesn't work; and California's lemon law is
designed to provide consumers with a recourse for unloading their "lemons." A
buy-back vehicle can be a "lemon," or it could be a vehicle with a very minor
cosmetic problem which the manufacturer consents to buy back to keep the
consumer satisfied. To further complicate the language, the DMV types --
"brands" -- "WARRANTY RETURN" in the upper right corner of the vehicle title
and on the vehicle's registration when that vehicle has been bought back by the
manufacturer pursuant to the lemon law. There is no use of "lemon" on the
title, nor the color "yellow.")

OVERVIEW OF EXISTING LAWS

Existing state law, The Song -Beverly Consumer Warranty Act, provides that
if a manufacturer, or dealer cannot repair a new vehicle as required by the
warranty after a "reasonable number of attempts," and the defect substantially
impairs the vehicle's use, then the consumer is due a refund of the purchase
price, or a 'replacement vehicle.

Existing state law, The Tanner Consumer Protection Act (lemon law),
provides that if the defect on a vehicle cannot be repaired in four attempts
within one year from delivery, or 12,000 miles, whichever occurs first, or the
vehicle is out of service for more than 30 days, the owner may sue the
manufacturer for a refund or replacement with a vehicle of equal value. The
law also allows the automaker to reject the claim and submit the case for
arbitration under programs certified by the Department of Consumer Affairs but
administered by manufacturers.

The Automotive Consumer Notification Act requires a dealer or a
manufacturer who sells a vehicle that is known to have been required by law to
be replaced, or accepted for restitution to disclose that fact to the buyer in
writing prior to purchase. The notice is to read: "THIS MOTOR VEHICLE HAS
BEEN RETURNED TO THE DEALER OR MANUFACTURER DUE TO A DEFECT IN THE VEHICLE
PURSUANT TO CONSUMER WARRANTY LAW."

The above law also requires the ownership title and registration to be
"branded" with the legend: "WARNTY RET."
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Finally, the law allows a manufacturer to request a sales tax refund for
any vehicle that is bought -back under the state's lemon law. The refund is not
granted for goodwill buy -backs.

The California Motor Car Dealer Association issued a "Dealer Alert" to its
members on 5/17/93 regarding state law and buy-back vehicles. In part, the
memo stressed: "Dealer liability exposure may be dramatically reduced by
insisting that your franchiser exclusively handle buy -backs and by adoption of
a policy not to purchase factory buy -backs for resale."

MANUFACTURER BUY BACK CASES

To circumvent the law, manufacturers allegedly buy back problem vehicles
before they are legally designated as "lemons." The manufacturers contend that
these pre -lemon buy -backs are done for customer goodwill purposes; i.e., the
paint was not right, so a long-time customer was provided a replacement car.

On 4/29/93 the DMV filed separate accusations against the General Motors
Corporation (GM) and 34 Northern California GM dealers alleging that the
parties knowingly sold buy-back vehicles to customers without disclosing the
repair history or the fact that the vehicles had been bought back. In some
cases the buy -backs had been subject to extensive safety repair work (engine
stalling, brake failure, etc.), according to the consumers. In fact, one
unsuspecting buyer says that she had the brakes fail in her vehicle which, DMV 0
later discovered, had a history of brake problems. Not one of these vehicles
had been branded as "lemons."

GM settled the DMV accusation case by paying $330,000 to the DMV's Consumer
Protection Fund which pays for state investigations of complaints regarding the
sale of vehicles. Thirty-one dealers also settled with DMV with payments
averaging about $8,500 each. One dealer is fighting the DMV in court while two
other dealers settled with the DMV for payments in excess of $97,000. F

In the GM/DMV settlement, GM admits no guilt.
(79

The DMV also filed an accusation case on 8/17/94 against Chrysler
Corporation for allegedly selling 118 buy-back vehicles without proper

a
disclosure. The case is still pending with a hearing date of 2/28/95. SOI.B

Chrysler dealers have not been charged. 81

Additionally, DMV is reviewing documents from Ford Motor Co. regarding
resale of buy-back vehicles, but no charges have been filed to date.

The committee chair has asked all vehicle manufacturers to provide the
committee with information on the number of buy -backs, reasons for the
buy -backs, recalls, etc.. The manufacturers have declined repeatedly to
provide any information. James Austin of The American Automobile Manufacturers
Association, which represents Ford, Chrysler and GM, wrote in a 10/13/94 letter
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to the committee chair that the requested information is "confidential,
proprietary." Austin added that when vehicles are bought back, "the reason for
repurchase is provided by each of the manufacturers." Therefore, the question
is, who is the information disclosed to and when is it disclosed? One car
dealer told the committee that disclosures occur at auto auctions where a short
announcement is made, but often not heard.

The Washington -based Center for Auto Safety estimates that 50,000 "lemon"
vehicles are bought back nationwide each year. There are no estimates on the
number of these vehicles that are sold with, or without disclosure.

The Department of Consumer Affairs provided the committee with all
available information on Lemon Law buy -backs through state -certified
arbitration programs, 1991-1993. These figures are very misleading in that
only select manufacturers have arbitration programs. Additionally, the
manufacturers do not report the make and model of the buy-back vehicle, or the
reason for its return. Finally, the figures do not include pre -arbitration
negotiated settlements. The three-year total shows that out of 7,733 disputes
there were 1,916 cases where the consumer received a replacement vehicle, or
monetary restitution.

SALES TAX INFORMATION IDENTIFIES BUY -BACKS

The committee contacted the Board of Equalization (BOE) to determine the 0
number of vehicles which manufacturers requested sales tax refunds as the
result of a buy-back. BOE reported:

*3,925 refund claims from 7/90 to 9/94
*50 to 100 claims per month, on average
*94% of the claims were from domestic manufacturers

w

The above figures only cover manufacturer requests, not dealer buy -backs; F
also leased vehicles, about 20% of the sales market, are not eligible for a
sales tax refund.

(79

Most significantly, BOE noted that "until recent action taken by DMV
...,,against one of the major domestic manufacturers, pone of the manufacturers were
4%."ss

branding DMV titles." In brief, manufacturers were not "lemonizing" their  s
buy -backs. dam

a'
a

Current law only provides for a sales tax refund for vehicles bought back
under the state's lemon law. Therefore, manufacturers have been buying cars
back and treating them as goodwill buys to avoid branding while applying for
sales tax rebates under the lemon law. A recent BOE audit shows that one
Northern California dealer, operating under the direction of the manufacturer,
owes $55,000 in sales taxes involving buy-back transactions.

8
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Glenn A. Bystrom, "deputy director of BOE's Sales and Use Tax Department,
writes in a 10/21/94 letter to the committee that "Given the fact that branding
of DMV titles has not been required, it is possible that lemon vehicles may
have been resold to unsuspecting purchasers."

Bystrom adds, "It is also possible that some of the lemon law transactions
which are claimed as lemon law vehicles by dealers and manufacturers are simply
adjustments made for customer accommodations: that is, transactions are
characterized as lemon law vehicles but in reality they are only characterized
in this manner in order to take care of dissatisfied customers. If this is the
case, there are transactions that, under the Sales and Use Tax Law, should be
treated as a sale of a new vehicle. Since this treatment results in more sales
tax when compared to the lemon law treatment, it probably means the State is
currently losing sales tax revenues. As an example, while investigating the
claims that we have received, our audit field staff has found that the majority
of the transactions claimed do not qualify under the lemon law provisions.
Some of the more common reasons these claims do not qualify are: the
manufacturer charges the purchaser for usage in excess of allowable fees; the
manufacturer fails to reimburse the purchaser for sales tax, documentation fee,
or license fees; and the customer is not given the option of cash restitution
versus vehicle replacement."

LEMON LAUNDERING

While DMV has difficulty keeping tabs on cars that are legally "lemonized" in
California, it has little defense against those buy -backs which are imported
here from other states. Current law requires the DMV to brand the registration
and title if a vehicle is brought into California with a "brand" on it. But
few if any titles come into California with the lemon brand.

The State of Washington is considered to have the most effective lemon law in
the nation. In fact, 291 vehicles which were bought -back in Washington under
its lemon law were subsequently shipped to other states for resale. From
10/17/88 to 6/3/94, 21 Washington "lemons" were exported to California. None
of these cars has a lemon branded title, nor were any of the California owners
contacted by the committee aware of their car's prior status.

Paul Corning, Washington's Lemon Law Administrator, says that he voluntarily
sends a list of "lemons" to be exported to California to the State Attorney
General's Consumer Law Division in Los Angeles which, in turn, sends a copy of
the information to the DMV which apparently has not pursued these titles.
Under Washington law, if a manufacturer of a buy-back vehicle is going to ship
it out of state, rather than have it re -titled in Washington, it must identify
the state of destination.

9
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WHERE IS THE FEDERAL VEHICLE SAFETY AGENCY WHEN YOU NEED IT?

National Highway Traffic Safety Administration (NHTSA), the federal agency
responsible for vehicle recalls, has initiated 1,300 safety recalls from 1988
through 1993. According to NHTSA, 75% of safety hazard recalls have been
completed; i.e., the repairs have been made free of charge.

Most defect information comes from the public --12,000 defect calls are received
annually on NHTSA's hotline. However, the complaint information cannot be
passed on to the manufacturer unless the caller signs the complaint in writing
and, apparently, few callers follow up with a written complaint.

NHTSA has only issued seven mandatory recalls over the past 18 years. Most
recalls, therefore, are done voluntarily by the manufacturer.

NHTSA does not require manufacturers to provide it with warranty data;
consequently, manufacturers do not have to share individual buy-back problems
with NHTSA. The federal law does require manufacturers to share information
when the defect zgmmnicAtig2n involves more, hAn 2ng dealer or purchaser. But

buy -backs are handled on an individual basis and, therefore, do not trigger
reports to NHTSA. NHTSA does review service bulletins which manufacturers
issue regarding common problems with specific vehicle equipment.

A NHTSA spokesperson informed the committee that it wants to see the safety
problems involved in the DMV's investigation information involving the GM
buy -backs. DMV said it cannot send that information to NHTSA, but rather, the
consumer must undertake that responsibility.

DMV did contact NHTSA for a listing of consumer complaints for the vehicle
models involved in the accusation against GM. Additionally, DMV asked for all
service bulletins issued by manufacturers for these vehicles.

SAFETY PROBLEMS REVEALED IN GM CASE

The committee's review of the GM documents from the DMV accusation case reveals
that engine stalling and hesitation complaints most frequently involved
late -model Chevrolet Camaros. Brake problems occurred most frequently with
Chevrolet Suburbans and other GM trucks. These findings are consistent with
manufacturer service bulletins provided to the DMV by NHTSA. Specifically, at
least two GM bulletins have been issued for stalling and/or hesitation in
Camaros; and four advisories have been issued for brake problems on GM trucks.

A committee review of 51 lemon cases in the DMV accusation case against GM
reveal the following:

--Six cases involving brake problems. According to DMV investigative
reports, the original owner complaints, as documented by GM's own files, ranged
from "had to use emergency brake to stop once" and "nearly in accident due to
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brake failure" to "front brakes failed four times." The Modesto owner of a
1990 Suburban complained that the brake pedal faded in power. In this case the
GM representative wrote a note on the vehicle, stating: "Repeat repairs to
brakes for soft pedal. Owner concerned over safety of vehicle." The last
sentence was highlighted with a yellow marker.

- -Thirteen cases involved stalling and/or hesitation problems. One consumer
complained the vehicle stalled on the freeway, almost causing an accident. A
Fremont man stated that repeated stalling on freeways had made driving "very
dangerous."

- -Six cases involved steering or front-end problems. These cases included
excessive tire wear. One consumer said a malfunctioning four -wheel -drive
caused him to strike a tree.

- -Twenty-two cases concerned transmission or rear -end defects. Consumers
complained that vehicles were hard to drive.

(The cases cited above do not total 51 because some complaints involved
non -safety defects such as peeling paint while other complaints involved more
than one safety defect.)

--Information in the case files contradict the testimony of a GM official at
the committee's October 27 hearing. Specifically, the GM representative said
GM repurchased vehicles as a goodwill gesture, not to avoid branding as a
lemon.

But in one case a San Mateo man complained that his 1988 Chevrolet Celebrity
would stop running when he took his foot off the accelerator. The man stated,
"After nine repairs and many near accidents, (dealer) said they do not know the
cause, or how to fix it." This file contains a statement by a GM 0
representative who warns that the vehicle should be bought back now to avoid
arbitration and branding of the title as the excessive repairs on the vehicle
qualify it for the lemon law. Specifically, the internal memo reads: "Avoid
BBB (Better Business Bureau --GM's lemon arbitrator in California) --due to the
#(number) of times in for stumble or stall on freeway."

z

The committee has written to the current owners of the lemon vehicles in the >
DMV accusation to determine to what extent GM and the DMV has assisted them in i=

maintaining the safety of their vehicles. _1
w
(9

LEMON LAUNDERING COVER-UP ALLEGED
46.etgv.

41. a
SON

Finally, the non-profit consumer group, Motor Voters, had alleged that GM is an
offering buy-back victims $1,000 to have their vehicles properly titled ss
"warranty returned." In a statement released 10/17/94, Motor Voters contends
that "lemon" designation would decrease the value of the vehicle while
relieving GM of liability. Motor Voters provided the committee with a release
form from GM that was to be signed by a California vehicle owner.
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LEGISLATIVE PROPOSALS

1. Require the fact that a vehicle has been bought back by the manufacturer,
or dealer be disclosed to any prospective buyer of that vehicle. All
buy -backs --goodwill, lemons, etc. --should be disclosed. The disclosure should
include every reason why the vehicle was re -acquired. Prospective buyers would
have a right to review invoices regarding the repair work done on the buy-back
vehicle. Buy-back vehicles should have their status included in any
advertising promoting the sale of these specific vehicles. When displayed on a
sales lot, the vehicle should be "labeled" with information indicating to a
buyer that the vehicle has buy-back status. Buy-back status should also be
included in the main sales contract. Required written disclosures should be
standardized as specified in statute.

2. Require that any vehicle bought back by a manufacturer or dealer in
California be "certified" by the DMV before it could be sold to another party.
A copy of repair work to correct the lemon problems should also be submitted to
DMV. This certification would establish a record of the vehicle and its
status.

3. DMV should work with other states in developing a standardized buy-back
certificate that would be recognized in all 50 states. Additionally, NHTSA
should establish a national registry of buy-back vehicles.

4. Require DMV to provide NHTSA with any investigative information related to
the operational safety of vehicles, including the reason for each and every 0
buy-back by a manufacturer or dealer.

5. Establish penalties for intentional failure to disclose that a vehicle is a
factory or dealer buy-back.

w

I=
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AB 1381.

ASSEMBLY THIRD READING

AB 1381 (Speier) - As Amended: April 26, 1995

ASSEMBLY ACTIONS:

COMMITTEE TRANS. VOTE 14-0 COMMITTEE APPR. VOTE 15-0

DIGEST

Existing law:

1) Provides that if a manufacturer cannot repair a new vehicle after a
"reasonable number of attempts" and the defect substantially impairs the
vehicle's use, then the consumer is due either a refund of the purchase
price or a replacement vehicle. [Song -Beverly Consumer Warranty Act]

2) Provides that if the defect cannot be repaired in four attempts within the
first year or 12,000 miles, whichever occurs first, or if the vehicle is
out of service for more than 30 days, the owner may sue for a refund or
replacement vehicle. The manufacturer may submit the case to arbitration.
[Tanner Consumer Protection Act, the so-called "Lemon Law"]

3) Requires a dealer or manufacturer who sells a vehicle that was returned as
required above to disclose that fact to a new buyer prior to purchase.
The notice is to read: "THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE
DEALER OR MANUFACTURER DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER
WARRANTY LAWS." The ownership title and DMV registration papers are to be 0
"branded" with the legend: "WARNTY RET." [Automotive Consumer
Notification Act]

This bill:

1) Revises and recasts the Automotive Consumer Notification Act, moving it
from the Civil Code to the Vehicle Code.

2) Requires the manufacturer to retitle buy-back vehicles in the name of the
manufacturer and to request at that time that the Department of Motor
Vehicles (DMV) inscribe on the ownership certificate the notation "lemon
buy back," for those vehicles which:

;ZS
a) Were required to be repurchased pursuant to a court order or the Sassa

decision rendered in a third party dispute resolution process; ex

b) Which were reacquired during or within six months after the conclusion
of arbitration or litigation; or

c) Which were reacquired within six months after the buyer made a written
request to the manufacturer for replacement or a refund.

3) Requires the manufacturer to affix a notice to the left door frame of the
vehicle specifying that title to the vehicle has been inscribed with the
notation "lemon buy back." No person shall remove or alter the notice.

- continued -

LIS - 8
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4) Requires any manufacturer or dealer, prior to reselling a vehicle which
was returned to resolve an express warranty dispute, to execute and
deliver to the subsequent buyer a notice informing the new buyer that the
vehicle was reacquired in resolution of a warranty dispute, whether or not
the DMV title has been branded with the notation "lemon buy back," what
problems were reported by the original owner, and what repairs were made
to correct these problems. Requires the new buyer to sign notice.

5) Applies only to vehicles reacquired by a manufacturer on or after the
effective date of this act, and applies to buy -backs of vehicles in other
states with lemon laws which are resold in California.

6) Provides that any buyer damaged by the failure of a manufacturer or dealer
to comply will have the same rights and remedies provided by the Civil
Code Section 1794.

FISCAL EFFECT

Unknown

COMMENTS

This bill is a follow up to an investigation, hearing and reports by the
Assembly Committee on Consumer Protection, Governmental Efficiency and
Economic Development chaired by the bill's author. A 1994 committee report
titled "Bitter Fruit" found: w

1) That vehicle manufacturers and dealers have recycled cars and trucks in
California without warning consumers they are buying "lemons" which were
bought back from the original owners. H

2) Manufacturers have circumvented disclosure law by reacquiring problem
vehicles prior to formal arbitration which would lead to DMV tagging of
the vehicle as "warranty returned," enabling dealers to resell vehicles at
higher prices.

3) Lemon vehicles are being laundered through auto actions because current
law does not require the manufacturer or dealer to take title to a
reacquired vehicle.

It is not known how many vehicles are repurchased each year in California. It

is estimated that 50,000 are repurchased by manufacturers nationwide each gm
en

year.

John Stevens
445-1616
atrans

FN 015375

AB 1381.
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DEPARTMENT OF FINANCE BILL ANALYSIS

AMENDMENT DATE: August 21, 1995
POSITION: Neutral
SPONSOR: California Motor Car Dealers Association

BILL SUMMARY

BILL NUMBER: AB 1381
AUTHOR: J. Speier

This bill would revise and recast the Automotive Consumer Notification Act, moving it from the Civil
Code to the Vehicle Code. Additionally, the bill would specify notification requirements for a re-
acquired vehicle.

FISCAL SUMMARY

The Department of Motor Vehicles (DMV) indicates that implementation costs for the 1995-96 fiscal
year will be approximately $96,000 for EDP changes, form modifications, and additional workload
associated with the change. On -going costs are estimated at $7,000 yearly.

SUMMARY OF CHANGES.

Amendments to this bill since our analysis of the July 23, 1995, version are technical and do not alter our
position.

COMMENTS w

The provisions in this bill attempt to protect subsequent buyers of vehicles returned to manufacturers as

(.0
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Analyst/Principal Date Program Budget Manager
(075 G. Jerome Wallis L. Clark

rAis
Departrne uty Director

Governor's Office: By:

BIT J ANAT ,YSTS

Date

'Off
Date

LIS - 9
Date: Position Voted

Position Approved
Position Disapproved

Form 12E43 ReillaL25 Buil)
BTH:AB1381.751 08/18/95 12:52 PM

2305



(2)

BILL ANALYSIS/ENROLLED BILL REPORT--ICONTINUEDI Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

J. Speier

ANALYSIS

A. Programmatic Analysis

August 21, 1995 AB 1381

This bill would:
Repeal the Civil Code section that requires manufacturers or dealers to make a disclosure that the
vehicle was previously returned due to a defect and instead create a section in the Vehicle Code
addressing this issue.

Require that the manufacturer warrant the returned vehicle for a one year period, free from the listed
defect.

Require a vehicle manufacturer or dealer to notify the DMV of a vehicle re -acquired due to a defect
regardless of where the vehicle was originally sold.

Require that re -acquired vehicles be re -titled in the name of the manufacturer.

Require that a re -acquired vehicle be affixed a special decal to the left door frame and the title of any
vehicle re -acquired be inscribed with the notation, "Lemon Law Buyback".

Require that specified language be included on the Warranty Buy Back Notice.

Require a notice, stating the vehicle was re -acquired in resolution of a warranty dispute, be signed by
a potential buyer of a re -acquired vehicle prior to the sale.

B. Fiscal Analysis

The Department of Motor Vehicles (DMV) indicates that implementation costs for the 1995-96
fiscal year will be approximately $96,000 for EDP changes, form modifications, and additional
workload associated with the change. On -going costs are estimated at $7,000 yearly.

The Board of Equalization has indicated that the bill would have no revenue or fiscal impact the
department.

SO (Fiscal Impact by Fiscal Year)
Code/Department LA (Dollars in Thousands)

Agency or Revenue CO PROP Fund
Type RV 98 FC 1995-1996 FC 1996-1997 FC 1997-1998 Code

2740/DMV SO C $96 S $7 S $7 0044

Fund Code: Title
0044 Motor Vehicle Account, STF

w0

w

z
w
z
w

w
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"LEMON LAW"
CONSUMER DISCLOSURE

HISTORY

Related Pending Legislation: SB 1383 (Speier)

Assembly Floor Vote: Not relevant

Assembly Committee on Transportation Vote: Not relevant

ANALYSIS REFLECTS AMENDMENTS TO BE OFFERED IN COMMITTEE

KEY IssuEs.

1. SHOULD THE AUTOMOTIVE CONSUMER NOTIFICATION ACT BE REPEALED, AND
THEN RE-ENACTED IN A SUBSTANTIALLY DIFFERENT FORM, AS DESCRIBED
IN THE BELOW -LISTED "KEY ISSUES"?

2. SHOULD MANUFACTURERS HAVE THE FOLLOWING NEW AND MODIFIED
NOTIFICATION OBLIGATIONS WITH REGARD TO VEHICLES THEY REPURCHASE
PURSUANT TO THE LEMON LAW?

(more)
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A. TO RETITLE A REACQUIRED VEHICLE IN THE MANUFACTURER'S_
NAME?

B. TO REQUEST DMV TO BRAND THE OWNERSHIP CERTIFICATE OF A
REACQUIRED VEHICLE WITH THE TERM "FACTORY BUYBACK?"

C. TO AFFIX A DECAL WITH THE TERM "FACTORY BUYBACK" TO A_
REACQUIRED VEHICLE'S LEFT DOORFRAME?

3. SHOULD THE CIRCUMSTANCES UNDER WHICH A WRITTEN NOTICE MUST BE

(more)
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PROVIDED TO CONSUMERS PURCHASING A VEHICLE PREVIOUSLY
REACQUIRED DUE TO A DEFECT BE-SUBSTANTIALLY CHANGED IN THE
FOLLOWING WAYS?

A. SHOULD THE REQUIREMENT ONLY APPLY TO A MORE NARROWLY
DEFINED SET OF "DEALERS" AND TO MANUFACTURERS INSTEAD OF
APPLYING TO ALL "PERSONS" SELLING A MOTOR VEHICLE?"

B. SHOULD CONSUMERS BE REQUIRED TO BE NOTIFIED THAT THE
VEHICLE THEY ARE PURCHASING WAS REACQUIRED DUE TO A DEFECT
ONLY IF IT WAS REACQUIRED PURSUANT TO AN "EXPRESS WARRANTY
DISPUTE", INSTEAD OF TO ALL VEHICLES REQUIRED TO BE
REACQUIRED AS A RESULT OF A BREACH OF ANY WARRANTY?

C. SHOULD DEALERS BE REQUIRED TO PROVIDE WRITTEN
NOTIFICATION ONLY IF THEY HAVE ACTUAL KNOWLEDGE THAT THE
VEHICLE WAS REACQUIRED, INSTEAD OF IF THEY SHOULD HAVE KNOWN
THAT IT WAS REQUIRED BY LAW TO BE REACQUIRED?

D. SHOULD DEALERS ONLY BE REQUIRED TO PROVIDE WRITTEN
NOTIFICATION IF THEY KNEW THAT THE VEHICLE WAS REACQUIRED AS

0A RESULT OF A DISPUTE WITH THE LAST RETAIL OWNER OF THE 5
VEHICLE, INSTEAD OF IF THE VEHICLE HAD EVER BEEN REACQUIRED?

4. SHOULD THE REQUIRED CONTENTS OF THE CONSUMER NOTICE BE H
SUBSTANTIALLY CHANGED IN THE FOLLOWING WAYS?z
A. SHOULD THE NOTICE STATE THE VEHICLE IS A "FACTORY

BUYBACK" DUE TO A "NONCONFORMITY" WHICH "HAS BEEN CORRECTED"
INSTEAD OF STATING THAT IT "WAS RETURNED... DUE TO A DEFECT
IN THE VEHICLE?" cn

B. SHOULD THE NOTICE HAVE TWO DIFFERENT BOXES TO CHECK --
ONE FOR CARS BRANDED AS "FACTORY BUYBACKS", AND ONE FOR

;titibOTHER CARS RETURNED DUE TO A WARRANTY DISPUTE?
sus.
smso

PURPOSE

The purpose of this bill is to make it easier for car dealers to
comply with the requirements of the state's lemon disclosure laws.

(more)
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Under existing law, there are three different statutes which affect
the obligations of car manufacturers and dealers regarding "lemons."
This bill directly affects only one of those statutes, the

Automotive Consumer Notification Act (Section 1795.8 of the Civil
Code), but to understand that Act, one must understand the other two
statutes.

The Song -Beverly Consumer Warranty Act (Section 1790 et. seg. of the
Civil Code governs a number of issues related to defective consumer
products. Section 1793.2(d) (2) in this Act requires a motor vehicle
manufacturer to promptly replace a new motor vehicle or make
equivalent restitution, if the manufacturer or its representative
"is unable to service or repair ... \the vehicle\ to conform to the
applicable express warranties after a reasonable number of
attempts."

The Tanner Consumer Protection Act (Section 1793.22) clarifies, and
expands upon, the basic lemon buy-back requirement in the
Song -Beverly Act. it defines "nonconformity" as a nonconformity
which "substantially impairs the use, value, or safety of the new

0motor vehicle to the buyer or lessee. It also creates a rebuttable 5
presumption that a reasonable number of attempts has been made to
conform a new vehicle to express warranties if within 1 year or cn

12,000 miles: 1) the same nonconformity has been subject to repair H
four or more times; or 2) the vehicle has been out of service for

Hrepair of nonconformities for 30 days or more.

In addition to addressing lemon buy-back requirements, the Tanner
Act also imposes a lemon disclosure requirement for subsequent
purchasers of lemons. Section 1933.22(f) prohibits any person from
selling, leasing or transferring a vehicle which has been (79

transferred back to a manufacturer pursuant to the lemon buyback
provisions of the Song -Beverly Act or a similar statute of any other
state, unless: "the nature of the nonconformity is clearly and
conspicuously disclosed to the prospective ... \transferee\, the

smnonconformity is corrected, and the manufacturer warrants to the new ea

... \transferee\ in writing for a period of one year that the motor
vehicle is free of the nonconformity.

The Automotive Consumer Notification Act (Section 1795.8) expands
upon the lemon disclosure provisions of the Tanner Act, imposing

(more)
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disclosure requirements which are "cumulative with all other
consumer notice requirements", including the disclosure requirements
in the Tanner Act.

This Act places disclosure obligations on any person, including any
dealer or manufacturer, selling a motor vehicle that is known or
should be known to have been required by law to be replaced or
accepted for restitution pursuant to the Song -Beverly Act, or
selling a motor vehicle that is known or should be known to have
been required to be replaced or accepted for restitution due to the
inability of the dealer or manufacturer to conform the vehicle to
warranties required by any other applicable law of this, any other
state, or federal law.

Persons selling such vehicles must disclose the fact that the
vehicle was required to be returned to the buyer in writing prior to
the purchase. A dealer or manufacturer is required "to include as
part of the titling documents" of the vehicle the following
disclosure statement set forth as a separate document and signed by
the buyer:

"THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR MANUFACTURER
DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER WARRANTY LAWS." w

This bill repeals Section 1798,5, which contains the entirety of the
present Automotive Consumer Notification Act. The bill adds two new
sections, to be placed in the Civil Code immediately after the
Tanner Act, which together are to be called the Automotive Consumer
Notification Act.

This proposed new Act is substantially different from the one it (79

would replace. Each of the important differences is listed in the
"key issues" section of this analysis (above); and each listed
difference is described in more detail in bold type in each of the
subsections of the "comment" section of this analysis (below). las.

affon
The bill also makes some conforming changes to other sections of the
Civil Code and Vehicle Code.

(more)
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COMMENT

1. Should the automotive consumer notification act be repealed, and
then re-enacted in a substantially different form?

According to the sponsors of this bill, the California Motor Car
Dealers Association, this bill is "intended to remove all of the
ambiguities contained in the current Automotive Consumer
Notification Act, provide clarity and predictability to present
title branding requirements; and broaden current buyback
disclosure requirements."

This bill has recently been amended to remove the provisions
which were designed to clarify what car dealers and
manufacturers believe is the main ambiguity in the lemon laws
the definition of "nonconformity" and the definition of a
"reasonable number of repair attempts." Toyota Motor Sales has
written the committee to urge it to reinsert the bright line
tests which were deleted from the bill.

A number of consumer groups, and individual consumers, oppose
this bill. They take exception to the claim that it broadens or
clarifies current disclosure requirements, and argue that it
weakens and confuses what they believe are California's already
inadequate disclosure laws. Motor Voter, the organization which
sponsored the original Tanner Act, writes:

"Because any state. with a lemon branding/disclosure statute in
effect invites auto manufacturers to dump lemons in its borders,
Motor Voters urges that California adopt language at least as
strong as that recommended in the National Association of
Attorneys' General (NAAG) model bill. Some states ... have gone
beyond the NAAG bill to forbid lemons with a history of
life -threatening safety defects from being resold within their

(more)
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state. North Dakota forbids any lemons from being resold within
their state. California should be moving in that direction, not
backwards."

The specific issues of dispute between the proponents and
opponents are discussed in the comments which follow.

2 Should manufacturers have the following new and MODIFIED
notification obligations?

The car dealers believe that, under present law, they do not
have enough information to know if a car they are selling was
REACQUIRED as lemon. They therefore do no know if required
disclosures should be made or not. The dealers believe that the
new requirements imposed upon manufacturers by this bill will
make it much easier for car dealers to fulfill their disclosure
obligations, and that, as a result, consumers will be better
informed.

a. Retitling vehicle in manufacturers' name

Under this bill, manufacturers would have a new
obligation to retitle a reacquired vehicle in their name.

This appears to a be a noncontroversial requirement
which will help track lemons as they get transferred back to
the manufacturer buy the buyer, and then get re -transferred
from the manufacturer to dealers.

b. Branding title with "factory buyback"_

Under this bill, the present obligation to "brand" the
ownership certificate of a vehicle would clarified in two
ways: first, the obligation would be placed on manufacturers
to request DMV to place the brand; and second, the brand
must use the exact words "factory buyback."

The present statute does not specifically state that a
lemon's ownership certificate must be "branded" with a
label. It merely states that the manufacturer or dealer
must include the required one -sentence disclosure statement

(more)
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"as part of the titling documents" on a separate sheet of
paper. Evidently, in practice, this requirement has been
implemented through branding ownership certificates with the
term "warranty return."

The main controversy about this provision is the term
"factory buyback." Consumer groups believe that it is
"euphemistic." Motor Voters believe it is "fraudulently
misleading" because it "could mean a vehicle was repurchased
merely because the original owner failed to make payments,
or because it had been a rental." They are concerned that
"even the most dangerously defective vehicle, with bad
brakes or faulty steering, would be deceptively
characterized as merely a 'factory buyback.'"

Consumer groups prefer either the term "defective
vehicle", which is recommended in the NAAG model bill, or
the term required by the previous version of this bill,
"lemon buyback."

Toyota raises concerns with the language that a
manufacturer "request" DMV to brand the title. This
language is not clear as to what happens if DMV does not
brand the title, or delays in branding the title. Is there
no remedy? Is the manufacturer prevented from transferring
the vehicle unless there is a brand? Toyota is concerned
about the latter interpretation because DMV's "infamous
sophisticated' computer system ... is notoriously slow."

SHOULD A LESS EUPHEMISTIC BRANDING TERM BE REQUIRED?

SHOULD THE CONSEQUENCES OF DMV FAILURE TO BRAND, OR
DELAY IN BRANDING, BE SPECIFIED?

c. Affixing decal on doorframe

Under this bill, manufacturers would have a new
obligation to affix a decal with the term "factory buyback"
to a reacquired vehicle's left doorframe.

Although this provision imposes a new notification
requirement, consumer groups are unimpressed. They believe
that a little sticker on the door jam is a meaningless
warning, and that it will only be used against consumers by

(more)
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claiming that they should have been on notice that their car
was a lemon because it was affixed with the decal.

Toyota is concerned about manufacturers having
"vicarious liability for third party tampering with decals."
They argue that manufacturers have no control over the
removal of the decals in the chain of commerce.

3. Should the circumstances under which a written notice must be
provided to consumers be substantially changed?

a. Narrower set of sellers

Under this bill, the consumer notification requirement
would only apply to a more narrowly defined set of "dealers"
and to manufacturers, instead of applying to all "persons"
selling a motor vehicle.

The Consumer Attorneys of California (CAOC) are
concerned that this bill removes disclosure responsibilities
from "persons" who are not manufacturer or dealers, arguing w
that no justification has been provided for this narrowing 5
of existing law. They are specifically worried that w

rl

lienholders who reacquire, and then resell vehicles would be w
exempted from the bill. The car dealers point out that, H
under the bill, a manufacturer who assists a lienholder in

z
w
Hreacquiring a vehicle would be responsible for making the z

required disclosures. w
>

Present law contains a definition of dealer which is
F
<

broader than the Vehicle Code definition of dealer (VC w
Section 265) used in this bill. The Vehicle Code definition (79

w
excludes "persons regularly employed as salespersons by _1

vehicle dealers... while acting in the scope of their ""ga.

employment." By contrast, the present Act's definition v.
expressly includes "officers, agents, and employees" of a asal.

mcar sales business. Iin
I

SHOULD THE DISCLOSURE REQUIREMENTS APPLY TO ALL PERSONS,
OR ALTERNATIVELY, SHOULD THE PRESENT DEFINITION OF "DEALER"
BE RETAINED?

(more)
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b. Limiting notification requirement to "express warranty
disputes"_

Under this bill, consumers would be required to be
notified that the vehicle they are purchasing was reacquired
due to a defect only if it was reacquired pursuant to an
"express warranty dispute", instead of to all vehicles
required to be reacquired as a result of a breach of any
warranty?

The car dealers argue that under present law, only cars
deemed to be lemons under the lemon buyback law, or similar
laws, are subject to the disclosure requirements. They
contend that this bill represents an important expansion of
the notification requirement, because, in addition to
requiring title branding and notice for lemon buybacks, it
requires notice (but not title branding) for any vehicle
reacquired pursuant to an "express warranty dispute."

Consumer groups disagree with the car dealers
characterization of both present law and this bill. They
point out that existing law requires notice and title
branding for any car which is reacquired because of
nonconformity to warranties under any law of the state. The
opponents argue that this requirement in existing law is
much broader than this bill's proposed requirement because
the warranties do not have to be "express", and because
there does not have to be a "dispute" about the warranties.

Consumers Union (CU) is concerned that "auto companies
would claim that no 'dispute" existed if a consumer asks for
a repurchase because of an obvious, serious safety defect
and the auto company complied. CU also believes that
vehicles reacquired pursuant to an implied warranty also
should be disclosed to buyers. The applicable implied

(more)
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warranties under the Uniform Commercial Code would be the
implied warranty of merchantability and the implied warranty of
fitness for particular purpose.

The car dealers believe that these arguments are overly
picky, and they assert that any car reacquired because of an
allegation that it was defective would be covered by the term
"express warranty dispute."

c. Actual knowledge versus "should have known",

Under this bill, dealers are required to provide written
notification only if they have "actual knowledge" that the
vehicle was reacquired, instead of if they "should have known"
that it was required by law to be reacquired.

This is one of the most significant changes made by this
bill. Car dealers argue that the "should have known" standard
in presently law is unworkable and unfair. They argue that
lemons are reacquired by manufacturers, not dealers, and that
dealers have no way of knowing if a car they are selling was
previously reacquired as a lemon, unless the manufacturer tells 0

them. That is why the dealers have imposed new obligations on
the manufacturer designed to retitle the car, request the brand,
affix a decal, and prepare and sign the original copy of the H
consumer disclosure form.

H
z

CAOC argues that requiring disclosure only when the
dealer has actual knowledge that the car was reacquired by the
manufacturer is inconsistent with the basic principles of
products liability law. Under California case law, all
businesses, including retail sellers, in the chain of commerce (79

of a product are held strictly liable for defects in the
project, and for failures to warn about those defect, regardless
of whether the business knew, of the defect or the failure to okssw
warn. The theory is that retailers are in a much better s;sti

position than consumers to know about defects, and retailers sose
profit from selling defective products, so it is fair to impose
liability on them for damages caused by the defects.

Car dealers respond to this argument by pointing out
that this bill does not relieve dealers of their strict

(more)
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liability for defects under common law, but the dealers miss the
central point of the argument: If basic tort liability for
defects and failures to warn does not require actual knowledge,
why should the less onerous statutory disclosure law requires
actual knowledge?

SHOULD THE BILL BE AMENDED TO REINSTATE LIABILITY FOR
DEALERS WHO SHOULD HAVE KNOWN A CAR WAS A LEMON?

(more)
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d. "Last retail owner".

Under this bill, dealers are only required to provide
written notification to consumers if they knew that the vehicle
was reacquired as a result of a dispute with the last retail
owner of the vehicle, instead of if the vehicle has ever been
reacquired.

The car dealers have not provided any justification for
this seemingly inappropriate limitation -- if a dealer has
actual knowledge that a car was reacquired due to a warranty
dispute, should the dealer be allowed to conceal that fact, just
because the warranty dispute was with the original owner, not
with the last retail owner?

SHOULD THE "LAST RETAIL OWNER" BE LIMITATION BE REMOVED?

4. Should the required contents of the consumer notice be
substantially changed in the following ways?

a. Changes in wording

Under this bill, the consumer notice would be
accomplished by filing out a statutory form. That form
would state that the vehicle is a "factory buyback" due to a
"nonconformity" which "has been corrected", instead of
stating that the vehicle "was returned to the manufacturer
or dealer due to a defect in the vehicle."

Consumer groups believe that the present warning clearly
informs consumers that they are being a vehicle which was
previously returned due to a defect.

Motor Voters argues that the legal term "nonconformity"
is "confusing and carried far less import than 'defect."
Consumers Union believes it is inappropriate to state on the
disclosure form nonconformity has been corrected, because it
minimizes the import of the fact that the car was returned
because it was defective.

(more)
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b. Two different boxes

Under this bill, instead of consumer notice being
accomplished by use of a single declarative sentence, the
required statutory form would have two different boxes to
check, with each box being described by a sentence. One of
the boxes is for cars branded as "factory buybacks", and the
other box is for other cars returned due to a warranty
dispute.

Car dealers believe it is important for consumers to be
aware of the distinction between cars that were required by
the lemon buyback law to be reacquired, and cars which were
reacquired voluntarily to resolve a warranty dispute -- so
called "warranty buybacks."

Consumer groups believe this distinction further dilutes
the effectiveness of the warning, and that it is misleading
because dealers may voluntarily buyback the worst vehicles,
because the defects are so obvious, and the manufacturers'
liability is clear.

SHOULD THE REQUIRED DISCLOSURE IN PRESENT LAW BE
RETAINED, INSTEAD OF THIS BILL'S CONFUSING FORM?

Support: California Motor Car Dealers Association

Opposition: Center for Auto Safety; Motor Voters; Consumers Union;
Consumer Attorneys of California; Consumer Action; Consumer
Federation of America; 13 individuals (identifying themselves
as owners or previous owners of lemons)

Prior Legislation: SB 788 (1989) Chaptered
SB 2568 (1991) Vetoed
SB 1762 (1992) Chaptered

**********
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"LEMON LAW"
CONSUMER DISCLOSURE

HISTORY

Related Pending Legislation: SB 1383 (Speier)

Assembly Floor Vote: Not relevant

Assembly Committee on Transportation Vote: Not relevant

Prior Senate Judiciary Committee Action:

This bill was scheduled for hearing on July 11th. At the beginning
of the hearing, the author offered a number of significant
amendments to address many of the issues raised by opponents, and
raised in the committee analysis. As a result of the amendments,
the bill was placed out to print and back on file before testimony
was taken. The amendments made the following changes:

1) Deleted the bill's cross-reference to the Vehicle Code
definition of "dealer", and returned to a broader definition of
"dealer", as in existing law.

LIS - 10b
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2) Deleted the "actual knowledge" standard, and returned to a
"should have known" standard, as in existing law;

3) Changed the trigger for the notice requirement from vehicles
subject to an "express warranty dispute" to vehicles requested
to be replaced because the vehicle did not conform to express
warranties;

4) Returned the notice language for vehicles required to be
replaced by the lemon law to the language required by existing
law, with minor modifications.
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5) Provided that the bill shall not affect any proceeding related
to vehicles reacquired prior to January 1, 1996.

The amendments removed the opposition of the Consumer Attorneys of
California, but did not remove the opposition of other groups.
Certain auto manufacturers came into opposition after the amendments
were proposed.

KEY ISSUES

1. SHOULD THE AUTOMOTIVE CONSUMER NOTIFICATION ACT BE REPEALED, AND
THEN RE-ENACTED IN A DIFFERENT FORM, AS DESCRIBED IN THE
BELOW -LISTED "KEY ISSUES"?

2. SHOULD MANUFACTURERS HAVE THE FOLLOWING NEW AND MODIFIED
NOTIFICATION OBLIGATIONS WITH REGARD TO VEHICLES THEY REPURCHASE
PURSUANT TO THE LEMON LAW?

A. TO PLACE THE TITLE TO A RETURNED VEHICLE IN THE w

MANUFACTURER'S NAME? T 5
ct
w

B. TO REQUEST DMV TO BRAND THE OWNERSHIP CERTIFICATE OF A_ H
w

RETURNED VEHICLE WITH THE TERM "FACTORY BUYBACK?" z
w
H

C. TO AFFIX A DECAL WITH THE TERM "FACTORY BUYBACK" TO__ _ I
A z

RETURNED VEHICLE'S LEFT DOORFRAME? >
F

3. SHOULD THE CIRCUMSTANCES UNDER WHICH A WRITTEN NOTICE MUST BE _1

PROVIDED BE CHANGED IN THE FOLLOWING WAYS?
w

A. SHOULD DISCLOSURE REQUIREMENTS APPLY ONLY TO VEHICLES
_1

BREACHING EXPRESS WARRANTIES? ..,.,

NN,
Vie

B. SHOULD DISCLOSURE REQUIREMENTS APPLY ONLY TO VEHICLES sgms

eimREQUESTED TO BE REACQUIRED?

C. SHOULD DISCLOSURE REQUIREMENTS APPLY ONLY TO VEHICLES
RETURNED BY THE LAST RETAIL OWNER?

4. SHOULD THE REQUIRED CONTENTS OF THE CONSUMER NOTICE BE CHANGED

(more)
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SO THAT THERE ARE TWO DIFFERENT BOXES TO CHECK -- ONE FOR CARS
BRANDED AS "FACTORY BUYBACKS", AND ONE FOR OTHER CARS RETURNED
DUE TO A WARRANTY DISPUTE?

PURPOSE

The purpose of this bill is to make it easier for car dealers to
comply with the requirements of the state's lemon disclosure laws.

(more)
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Under existing law, there are three different statutes which affect
the obligations of car manufacturers and dealers regarding "lemons".
This bill directly affects only one of those statutes, the

Automotive Consumer Notification Act (Section 1795.8 of the Civil
Code), but to understand that Act, one must understand the other two
statutes.

The Song -Beverly Consumer Warranty Act (Section 1790 et. seg. of the
Civil Code) governs a number of issues related to defective consumer
products. Section 1793.2(d)(2) in this statute requires a motor
vehicle manufacturer to promptly replace a new motor vehicle or make
equivalent restitution, if the manufacturer or its representative
"is unable to service or repair ... \the vehicle\ to conform to the
applicable express warranties after a reasonable number of
attempts."

The Tanner Consumer Protection Act (Section 1793.22) clarifies, and
expands upon, the basic lemon buy-back requirement in the
Song -Beverly Act. It defines "nonconformity" as a nonconformity
which "substantially impairs the use, value, or safety of the new
motor vehicle to the buyer or lessee." It also creates a rebuttable 0
presumption that a reasonable number of attempts has been made to 5
conform a new vehicle to express warranties if within 1 year or
12,000 miles: 1) the same nonconformity has been subject to repair H
four or more times; or 2) the vehicle has been out of service for
repair of nonconformities for 30 days or more. H

In addition to addressing lemon buy-back requirements, the Tanner
Act also imposes a lemon disclosure requirement for subsequent
purchasers of lemons. Section 1933.22(f) prohibits any person from
selling, leasing or transferring a vehicle which has been

(79

transferred back to a manufacturer pursuant to the lemon buyback
provisions of the Song -Beverly Act or a similar statute of any other
state, unless: "the nature of the nonconformity is clearly and ti
conspicuously disclosed to the prospective ... \transferee\, the Vii
nonconformity is corrected, and the manufacturer warrants to the new gm

... \transferee\ in writing for a period of one year that the motor el

vehicle is free of the nonconformity.

The Automotive Consumer Notification Act (Section 1795.8) expands
upon the lemon disclosure provisions of the Tanner Act, imposing
disclosure requirements which are "cumulative with all other

(more)
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consumer notice requirements", including the disclosure requirements
in the Tanner Act.

This statute places disclosure obligations on any person, including
any dealer or manufacturer, selling a motor vehicle that is known or
should be known to have been returned pursuant to the Song -Beverly
Act, or that is known or should be known to have been returned
because of a breach of warranty pursuant to any other applicable
law.

(more)
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Persons selling such vehicles must disclose in writing and prior to
purchase the fact that the vehicle was required to be returned to
the buyer. A dealer or manufacturer is required to "brand" the
titling documents of the vehicle with the following disclosure
statement set forth as a separate document and signed by the buyer:

"THIS MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR MANUFACTURER
DUE TO A DEFECT IN THE VEHICLE PURSUANT TO CONSUMER WARRANTY LAWS."

This bill repeals Section 1798.5, which contains the entirety of the
present Automotive Consumer Notification Act. The bill adds two new
sections, to be placed in the Civil Code immediately after the
Tanner Act, which together are to be called the Automotive Consumer
Notification Act.

This proposed new Act is different from the one it would replace in
the following ways:

1) Manufacturers would have a new obligation to place the title of
a returned vehicle in their name.

2) The obligation to "brand" the ownership certificate of a vehicle
would be changed in two ways:

a) The obligation would be placed on manufacturers to
request DMV to place the brand;

b) The brand must use the exact words "factory buyback."

3) Manufacturers would have a new obligation to affix a decal with
the term "factory buyback" to a reacquired vehicle's left
doorframe.

4) Dealers would be required to notify consumers that the vehicle
they are purchasing was returned due to a defect, only if:

a) The vehicle was reacquired by the vehicle's manufacturer
in response to a request;

b) The request was made by the last retail owner;

(more)
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c) The request was made because the vehicle did not conform
to express warranties.

5) Instead of consumer notice being accomplished by use of a single
declarative sentence, the required statutory form would have two
different boxes for the consumer to check, with each box being
described by a sentence. One of the boxes is for vehicles
branded as "factory buybacks", and the other box is for other
vehicles reacquired after the last retail owner of the vehicle
requested its repurchase.

COMMENT

1. Should the Automotive Consumer Notification Act be repealed, and
then re-enacted in a substantially different form?

This bill is sponsored by the California Motor Car Dealers
Association in order to "revise, reform, and expand" the lemon
buyback disclosure requirements of present law. The car dealers
believe that to make it easier for dealers to comply with the
disclosure requirements, and that as a result, consumers will be
better informed.

As it passed out of the Assembly, this bill was designed to
clarify what car dealers and manufacturers believe is the main
ambiguity in the lemon laws -- the definition of "nonconformity"
and the definition of a "reasonable number of repair attempts."
The Association of International Automobile Manufacturers (AIAM)
opposes the bill because it opposes having additional
obligations placed on manufacturers with regard to lemons unless
a bright line test is adopted for determining what a lemon is.

A number of consumer groups, and individual consumers, oppose
this bill. They take exception to the claim that it broadens or
clarifies current disclosure requirements, and argue that it
weakens and confuses what they believe are California's already
inadequate disclosure laws. Motor Voter, the organization which
sponsored the original Tanner Act, writes:

"Because any state with a lemon branding/disclosure statute in

(more)
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effect invites auto manufacturers to dump lemons in its borders,
Motor Voters urges that California adopt language at least as
strong as that recommended in the National Association of
Attorneys' General (NAAG) model bill. Some states ... have gone
beyond the NAAG bill to forbid lemons with a history of
life -threatening safety defects from being resold within their
state. North Dakota forbids any lemons from being resold within
their state. California should be moving in that direction, not
backwards."

The specific issues of dispute between the proponents and
opponents are discussed in the comments which follow.

2. Should manufacturers have the following new and modified
notification obligations?

The car dealers believe that, under present law, they do not
have enough information to know if a car they are selling was
reacquired as a lemon. They therefore do not know if required
disclosures should be made or not. The dealers believe that the
new requirements imposed upon manufacturers by this bill

(more)
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will make it much easier for car dealers to fulfill their disclosure
obligations, and that, as a result, consumers will be better
informed.

a. Placing title to the vehicle in manufacturers' name

The car dealers argue that this requirement will help
track lemons as they get transferred back to the
manufacturer buy the buyer, and then get re -transferred from
the manufacturer to dealers. Automotive manufacturers
indicate that they do not oppose this requirement.

b. Branding title with "factory buyback".

The present statute does not specifically state that a
lemon's ownership certificate must be "branded" with a label
indicating that the vehicle was returned to the manufacturer
under the lemon buyback laws. The statute merely states
that the manufacturer or dealer must include the
one -sentence disclosure statement "as part of the titling
documents" on a separate sheet of paper. Evidently, in
practice, this requirement has been implemented through
branding ownership certificates with the term "warranty
return."

The main controversy about this provision is the term
"factory buyback." Consumer groups believe that it is
"euphemistic." Motor Voters believe it is "fraudulently
misleading" because it "could mean a vehicle was repurchased
merely because the original owner failed to make payments,
or because it had been a rental." They are concerned that
"even the most dangerously defective vehicle, with bad
brakes or faulty steering, would be deceptively
characterized as merely a 'factory buyback.'"

Consumer groups prefer either the term "defective
vehicle", which is recommended in the NAAG model bill, or
the term required by the previous version of this bill,
"lemon buyback."

Toyota raises concerns with the language that a
manufacturer "request" DMV to brand the title. This
language is not clear as to how DMV is to go about the

(more)
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branding the title, and as to what happens if DMV does not
brand the title or delays in branding the title. Is there
no remedy if DMV does not brand the vehicle in a timely
manner? Is the manufacturer prevented from transferring the
vehicle unless there is a brand? Toyota is concerned about
the latter interpretation because DMV's "infamous
'sophisticated' computer system ... is notoriously slow."

SHOULD A LESS EUPHEMISTIC BRANDING TERM BE REQUIRED?

SHOULD THE CONSEQUENCES OF DMV FAILURE TO BRAND, OR
DELAY IN BRANDING, BE SPECIFIED?

c. Affixing decal on doorframe

Although this provision imposes a new notification
requirement, consumer groups are unimpressed. They believe
that a little sticker on the door jam is a meaningless
warning, and that it will only be used against consumers by
claiming that they should have been on notice that their car
was a lemon because it was affixed with the decal. 0

AIAM argues that this requirement is "impractical," and
that the bill should be amended to protect manufacturers
form liability for removal of the decal, once the first
repurchase has attested to its being on the car when H
purchased.

w

3 Should the circumstances under which a written notice must be
provided be changed to apply to vehicles returned by the last
retail customer because the vehicles did not conform to express

(79

warranties?

The car dealers argue that under present law, only cars deemed :41.1 b

to be lemons under the lemon buyback law, or similar laws, are
pan

a

subject to the disclosure requirements. They contend that this
lbill represents an important expansion of the notification

requirement, because, in addition to requiring title branding
and notice for lemon buybacks, it requires notice (but not title
branding) for any vehicle reacquired by the manufacturer after a
request by the last retail owner because the vehicle did not
conform to express warranties.

(more)
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Consumer groups disagree with the car dealers' characterization
of the bill. They point out that existing law requires notice
and title branding for any car which is reacquired because of
nonconformity to warranties under any law of the state. The
opponents argue that this requirement in existing law is much
broader than this bill's proposed requirement for three reasons:

a. Under existing law, the warranties do not have to be
'express".

Consumers Union (CU) argues that vehicles reacquired
pursuant to an implied warranty also should be disclosed to
buyers. The applicable implied warranties under the Uniform
Commercial Code would be the implied warranty of
merchantability and the implied warranty of fitness for
particular purpose.

The car dealers respond by contending that implied
warranties are rarely applied to automotive purchases, and
that the express warranty limitation serves the purpose of
creating a clear test.

b. Under existing law, there does not have to be a "request"_
that the vehicle be reacquired

Motor Voters argues that this provision "invites
manufacturers to evade disclosure simply by requiring the
lemon owner to sign a statement that the vehicle was
'voluntarily' repurchased by the manufacturer, who
generously 'offered' to buy it back for 'customer
satisfaction' purposes, as a condition of the buyback."

Car dealers point out that this provision was amended to
cover all "requests" to address Motor Voters' concern about
the previous language which covered warranty "disputes."

The car dealers believe that these arguments are overly
picky, and they assert that any car reacquired because of an
allegation that it was defective would be covered by the
amended language.

c. Under existing law, there is no limitation that the car

(more)
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was returned .the "last retail owner".

Opponents believe that this limitation is illogical. If
a dealer has actual knowledge that a car was reacquired due
to an allegation of a breach of warranty, why should the
dealer be allowed to conceal that fact, just because the
return request was made by the vehicle's original owner, not
with the last retail owner?

Car dealers argue that there is no way they can know
that a car was returned at the request of prior owners.

4. Should the required contents of the consumer notice be
changed by having two different boxes to check for different
types of buybacks?

Car dealers believe it is important for consumers to be
aware of the distinction between cars that were required "by
the lemon buyback law to be reacquired, and cars which were
reacquired voluntarily to resolve a warranty dispute -- so
called "warranty buybacks."

Consumer groups believe this distinction further dilutes
the effectiveness of the warning, and that it is misleading
because dealers may voluntarily buyback the worst vehicles,
because the defects are so obvious, and the manufacturers'
liability is clear.

Support: California Motor Car Dealers Association*

Opposition: Center for Auto Safety; Motor Voters*; Consumers Union*;
Consumer Action*; Consumer Federation of America; Association

of International Automobile Manufacturers*; Toyota Motor
Sales, USA*; 35 individuals (most identify themselves as
owners or previous owners of lemons)

*Position has been reconfirmed after review of July 15th
amendments

(more)
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Prior Legislation: SB 788 (1989) Chaptered
SB 2568 (1991) Vetoed
SB 1762 (1992) Chaptered

**********

(more)
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WORKSHEET ON AB 1381(SPEIER)...THE LEMON BUYBACK BILL

2. THE PROBLEM:

Consumers unknowingly buy low mileage vehicles that were
previously repurchased from the original owners by the
manufacturer due to customer dissatisfaction. Some of these cars
and trucks, in cases documented by the DMV and the Assembly
Consumer Protection Committee, did not peform well for the second
buyers and, in some instances, the performance of these vehicles
presented safety dangers to the owners(see LA Times article,
attached).

Current law requires that the dealer disclose to the consumer
that the vehicle was repurchased by the manufacturer if the
vehicle was bought back under the state's Lemon Law--i.e., the
manufacturer repurchased the vehicle because it could not be
repaired after four attempts, or after 30 consecutive days or more
in the shop during the first year of ownership, or 12,000 miles.

However, a majority of manufacturer buybacks appear to occur
before the Lemon Law standards which lead to arbitration set in;
therefore, there is some debate over whether the buyback status of
these vehicles needs to be disclosed to the consumer, provided
that the identified defects did not substantially affect the worth
of the vehicle.

AB 3081 raises this policy question:Is it fair to the consumer
that he or she not be told that the vehicle for sale was.
previously bought back by the manufacturer because of some
mechanical jaroblem?

Furthermore, car dealers complain that they are sometimes not
aware that a vehicle which they may have purchased from another
dealer was once bought back by the manufacturer due to problems.

The solution: AB 1381 proposes that the buyback status of any
vehicle which had a warranty problem be disclosed to the next
buyer. For those vehicles that are deemed " lemons " under the
state's Lemon Law, another state's lemon law, or due to a court
ordered buyback, or are repurchased a a result of litigation, the
title must be branded as " lemon buy back " and the left door jamb
must be branded with a " lemon buy back " decal, in addition to
the written disclosure, signed by the manufacturer, dealer and
buyer. All other warranty disputes involving a buyback vehicle
would have to be disclosed to the buyer, but no branding would
take place.

Additionally, the bill clearly disallows a sales tax refund to car
manufacturers who buy back a vehicle, unless the vehicle was
repurchased under the Lemon Law. Current law restricts refunds to
lemon buybacks, however, the law is somewhat unclear on this
point.

Background
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The Assembly Committee on Consumer Protection, Governmental
Efficiency and Economic Development investigated the problem of
undisclosed, " recycled lemons " last year. The committee held a
hearing and produced a final report, Bitter Prilit, which is
attached. The DMV has also accussed General Motors and Chrysler of
selling lemon vehicles without disclosure. GM, without admitting
guilt, paid DMV $330,000 last year while several GM dealers
settled with DMV for penalties that totalled in excess of
$100,000. Chrysler and DMV appeared before an administrative law
judge in February 1995--a decision should be forthcoming soon.

Important.

The attached letters from vehicle manufacturing associations to
Frank Zolin, DMV, provide a candid look at why the issue of
recycled lemons is of major concern to dealers, manufacturers,
consumers and the DMV. There is strong support for the proverbial
"Bright Line " legislation so that consumers will be informed and
manufacturers and dealers will be clear on their responsibilities.

Amendments

The attached amendments are due back from Counsel on 6/14(9a.m.).
The amendments address the concerns of consumer groups which
wanted to be sure that the buyback measures were recast in the
Civil Code, as opposed to the Vehicle Code. The bill also provides
for civil penalties --this provision was amended in on April 26 to
remove the conerns of consumer groups.

The amendments also close two loopholes, as follows:

#3(c) " lienholder " is added to ensure that a buyback to assist a
5

finance company such as GMAC would be covered--i.e., the 4/26
version of the bill was limited to dealers... H

#3(c) branding provision is strengthened by specifying that a
H

vehicle registered in this state which is repurchased and is to be
branded, must be branded prior to exportation...the 4/26 version
of the bill directed that branding occur prior to
resale --obviously, a buyback car could be resold in another state
where California law owuld not apply --this amendment closes this
loophole...

.s.
a

#1793.24(c)...amendment adds clarity regarding who gets a copy of
Sag
RE
Ra

the disclosure form...
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NATIONAL ASSOCIATION OF ATTORNEYS GENERAL (NAAG)

RESOLD LEMONS MODEL. LEGISLATION

DRAFT 11/1/91

PRODUCED BY NAAG WORKING GROUP ON RESOLD LEMONS

From NAAG Model Bill:

"Buyback vehicle" means a motor vehicle which has been

replaced or repurchased by a manufacturer, its agent, or

authorized dealer, as the result of a court judgment, a

determination of the [New Motor Vehicle Arbitration] Board or a

program, or any voluntary agreement entered into between a

manufacturer, its agent or a dealer and a consumer that occurs

before or after a dispute is submitted to a court, the Board or a

program."*

From NAAG "Summary of provisions":

"If voluntary buybacks were not included in this definition,

manufacturers would be able to avoid the disclosure requirements

by entering into voluntary agreements with consumers to buy back

or replace those vehicles which are the most seriously defective

and would be most likely to be adjudicated as Lemons. Subsequent

consumer purchasers would then have no knowledge of the 'Lemon'

history of these vehicles."

"Some manufacturers may argue that the use of the phrase

'Defective Vehicle Buyback' is not fair or accurate because

vehicles are also bought back on a 'goodwill' basis which are not

defective. The working group is not convinced that vehicles

which are free from any alleged defects are routinely repurchased

by manufacturers and dealers. If there are goodwill repurchases,

the numbers are not significant."*

* (Emphasis added.)
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N.A.A.G

"TOP 10" CONSUMER COMPLAINT LIST *

1.

2.
Automobiles
Contest/Sweepstakes w

3. Credit 0
4. Home Repair/Construction w
5. Mail Order
6. Telemarketing z

w
7. Retail Sales z
8. Furniture w

9. Landlordaenant
10. Subscriptions

These results come from an informal 1993-94 nationwide survey conducted by the National
Association of Attorneys General.
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Sponsored by Attorneys General
Richard Blumenthal and Paul Van Dam

NATIONAL ASSOCIATION OF ATTORNEYS GENERAL

Adopted

Winter Meeting
December 4-7, 1991

Fort Lauderdale, Florida

RESOLUTION

MANDATORY DISCLOSURES IN THE RESALE OF LEMON VEHICLES

WHEREAS, at least 50,000 vehicles with serious safety defects or non -conformities are
repurchased by manufacturers or dealers annually through arbitration, litigation or through
settlements as a result of the various state lemon laws; and

WHEREAS, with an average purchase price of $15,000 per automobile, lemon law
buybacks represent a potential $750 million loss; and

WHEREAS, many of those vehicles are subsequently resold at auction or by used car
dealers and thus recycled back into the marketplace, back onto the streets. and back into repair
shops; and

WHEREAS, many states do not have adequate legal protection for the unwitting
consumer purchasers of lemon law 'buyback' vehicles; and

WHEREAS, the fact that the vehicle is a manufacturer or dealer "buyback" vehicle is
material to any subsequent sale of the vehicle;

NOW, THEREFORE, BE IT RESOLVED THAT THE NATIONAL ASSOCIATION
OF ATTORNEYS GENERAL:

1) encourages the adoption of legislation or regulations in each state that:

a) provides for disclosure of the fact that a vehicle has been repurchased by a
manufacturer or dealer for the protection of consumers; and

b) contains a disclosure provision which requires that notice be placed clearly
and conspicuously on the vehicle, on the contract and on the title; and

c) requires that pertinent information on buyback vehicles be reported to and
recorded by state motor vehicle departments; and
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d) requires state motor vehicle departments to carry forward all previous lemon
law title brands or stamps on all new titles issued: and

e) provides for recovery of actual damages, exemplary damages and attorneys'
fees, where appropriate, by consumers injured by violation of the statute; and

2) supports participation in a multistate database network which would allow the
interstate tracing of vehicles with branded titles; and

3) authorizes its Executive Director and General Counsel to make these views known
to all interested parties.
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FROM:NPAG (202)628-0435 TO:CT. CONPROT. NOU 4, 1991 6:19PM P.02

BACKGROUND STATEMENT

In a recent letter to state Attorneys General, the Center for Auto Safety reported that
50,000 vehicles are repurchased annually as a result of lemon law arbitration or litigation.
These figures do not include the vehicles which are returned to the automobile manufacturers
through voluntary settlements in order to avoid potential arbitration or litigation. There have
been numerous reported instances where these vehicles are then resold without disclosure to
consumers.

Not all states have specific requirements regarding disclosure of a vehicle's lemon history
and even fewer require that the vehicle's title be stamped or branded to indicate that it is a
lemon law buyback. In those states where disclosures are required on the vehicle or the title,
lemon vehicles can easily be transported to another state which has no such requirements and
a new title can be obtained without the lemon disclosure. Even in the states where disclosure
is required, there is currently no tracking system which could be used to determine if vehicles
coming in from other states are lemon law buybacks.

For these reasons, it is believed that legislation which would establish uniform procedures
among the states regarding disclosures, title branding and reporting of lemon law buybacks
would be the most effective way to address this problem. The attached resolution supports
mandatory disclosures in the resale of lemon vehicles in order that consumers will become more
fully informed about the history of the used cars they purchase.

1
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NOTE

The attached prototype is draft legislation governing the resale of lemon law buyback
vehicles for your review and consideration. This model resold lemons legislation, designed to
mandate disclosure to consumers of a used car's lemon history, was prepared by an informal
working group of assistant attorneys general listed below. What follows is a one page executive
summary of the provisions of the prototype statute, followed by the prototype statute itself. Also
attached is a more extensive analysis and commentary on the prototype law written by the
working group. These materials are included for your information and can be used as a
reference point for your own legislative initiatives.

The informal NAAG working group on resold lemons was comprised of Connecticut
Assistant Attorney General Garry Desjardins, California Assistant Attorneys General Herschel
Elkins and Susan Giesberg, Florida Lemon Law Arbitration Program Executive Director Phil
Nowicki and Deputy Director Jan Smith, Illinois Assistant Attorney General Deborah Hagan,
Indiana Assistant Attorneys General Steve Taterka and Joel Lyttle, Minnesota Mediator Bob
Marcroft and Assistant Attorney General Tracey Smith, Missouri Assistant Attorney General
Dan Doyle, New York Assistant Attorney General Sandy Mindell, Ohio Assistant Attorney
General Ted Barrows, Tennessee Public Information Officer Leigh Ann Apple, Utah Assistant
A itorney General Sheila Page and Consumer Information Coordinator Jo Brandt, Vermont
Assistant Attorney General Jay Ashman, Virginia Assistant Attorneys General Ed Nolde and
Frank Seales, Washington Lemon Law Administrator Richard Hubbard and NAAG Business
Regulation Assistant Counsel Emmitt Carlton.

2
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.Olson Deem says her 1992 Mazda ;Protege would:'
The Florida Attorney (' l' Office,whichTener0 s ist from third gear back into secoridon itsiown.

; .  responsible for enforcing the 7-ye4r-old lemon law,..WHC, BUYS SECONDHAND LEMONS? GA has never prosecuted amailufacturer ordealcr for
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By BETH REINHARD
palrn Beach Post Staff Writer

More than 3,000 drivers have unwittingly
bought used'cars that previous owners discarded

. Under,: Florida's lemon law because of chronic
Problems..

State law requires manufacturers and dealers to
provide disclosure forms warning the next buyer
.that the cars were returned and the reason why.

. But a two-year investigation by state lemon law
officials found that since mid -1992, only 6 percent of

,3,400 buyers of resold lemons are known to have
,received the disclosure forms.

"It's a horrible track record," said Phil Nowicki,
executive director of Florida's lemon law program.

OU OW A LEMON?
1,D0Spite'.a state law, few used -car buyers are told their cars' history..

reselling faulty cars to unsuspecting buyers,. or
imposed fines -that could range from $1,000 to

$10,000.
"I really bought a lemon?"

asked Thomas Vinci of Boca Ra-
ton; when contacted by The Pain:
Beach Post. "They told me there
was no problem with it at all."

"We bought that car for our
daughter's 16th birthday," said
Elizabeth Freedman of Parkland in
Broward County, whose husband
works in the state attorney gener-

al's office - the agency that oversees the lemon
law.

"They said it was just a trade in," said Philip
Torocco of Cape Coral.

LAUNDERED

n n!k-

UNTY

Please see LEMONS/6A
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ays
second owners of lemons

.1111

LEMONS
!From 1 A

---- Florida's. lemon law program
...has ordered $60 million in refunds
or- new vehicles for consumers
:since it was created in 1987. But

people who buy those lemons
;when they are resold are stuck
with them.

- "We've put a lot of energy into
ie.lping the first owner of a lem-

ioni" Nowicki said. "Now we have
:to figure out how to help the
second owner." -

Since mid -1992, when Florida
began requiring disclosure forms,
:about 8,000 people have com-

lained to either the state program
-or-similar ones run by manufactur-
:eis that they had cars with persis-
:tent problems. The state esti-
mates 3,400 of those were
.'declared lemons and eventually
'keiold as 'used cars - about 1,400
an Florida and 2,000 elsewhere.

' The law requires dealers sell-,
ang those cars to give buyers dis-
Iclosure forms to sign and then
{send copies back to the -state.
Florida can't enforce that in other
Mates, however.
s- But for the 3,400 resold.lem-
ions, the state has received only

200 forms.
Consumer advocates call the

practice of reselling lemons with-
out disclosure forms "lemon laun-
dering" and say it happens nation. -
wide. The Center for Auto Safety,
a national consumer, group, esti-
mates 50,000 lemons are resold
every year, usually without forms.

The center's executive direc-
tor, Clarence Ditlow, said he be-
lieves manufacturers and dealers
deliberately conceal a lemon's his-
tory because it would lower its
resale value. The cars are some-
times showcased as demos or for-
mer executive cars.

"If they told the person the
truth about the car, they'd have to
knock $3,000 or so off the price,"
he said. "That comes to $150 mil-
lion a year. . .. It comes down to
economics, plain and simple."

The auto industry denies that
it withholds disclosure forms from
used -car buyers. Manufacturers
say they are filling out the forms
and transferring them with the
cars. Used car .dealers say they
proVide the forms to buyers. .

"We have a thorough policy in
place that requires disclosure of all
reacquired vehicles, 100 percent
of the time," said John Harmon,

spokeiman for Ford Motor Co.
Nowicki, however, said his re-

cords show disclosure forms miss-
ing for cars of all makes.

A lemon may not go directly
from manufacturer to, used -car
dealer. It may go to an auction,
wholesale distributor or other
dealer before it lands in the used -
car lot, and Florida's law doesn't
require manufacturers to track the
form along the way.

"Somewhere the form is fall-
ing between the cracks, and there
are many cracks," said F. Thomas
Longerbeam, government affairs
manager for the American Auto-
mobile Manufacturers Association
in Tallahassee. "Is it the manufac-
turer, the dealer or the post office?
I don't know."

Toyota Motor Sales sells all its
Florida lemons through a Texas
auction, said LaStanja Baker, dis-
pute resolution manager. The auc-
tion sends Toyota a copy of the
disclosure form with the signature
of the buyer - usually a wholesale
distributor. The company doesn't
follow the form beyond that.

"That's the best we can do,"
Baker said.

And the next buyer?
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reacquired vehicles, 100 percent
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PROTECTIONS VARY BY STATE
Florida has been unsuccessful in several attempts to require 'title
branding,' which shows a vehicle has been returned under the
lemon law. The branded title shown above is from Vermont. Florida
does require that buyers receive a disclosure notice when they buy
the resold lemons on used -car lots, but state officials believe 19 out
of 20 buyers never see the paperwork.

THESE STATES BRAND TITLES: Alabama, California, Connecticut,
Indiana, Iowa, Louisiana, New Jersey, New York, South Dakota,

-Utah, Vermont, Washington and Wisconsin.

:THESE STATES REQUIRE DISCLOSURE FORMS ON ALL
r-ii"i1ESOLD LEMONS: Arkansas, Connecticut, Florida, Georgia,

;Indiana, Iowa, Maine,' Maryland, New Jersey, New York, Utah,
/4 Vermont, Washington and Wisconsin.

Other states: Have lemon laws hit do not require disclosure farms
on every resold lempnlaw vehicle. - d.t

Several unknowing lemon
owners, such as Vinci, Freedman
and Torocco, said their cars are
running fine. But others describe
the same problems that previous
owners reported. .

Wilma Misla of North Miami
Beach said her 1991 Chevy makes
a grinding noise when she brakes -
and leaks brake fluid. A West Palm
Beach couple who owned the car.
before her also had brake, prob7_

_lems and. got  their_ money back-
' under the lemon law....

"I've been wondering why. I
was hearing these noises," said
Misla, a widow = with two teen-

' agers. "I. could be risking my life
and my kids' lives." .

-The state won't even consider
a lemon -law complaint until the
owner has tried at least four times
to get the car fixed. .

"There's no reason that the
fifth time is the charm," said Dit-
low, of the Center for Auto Safety.
"You would think that on the
fourth time, they took, off the
gloves and really tried to fix it."

Auto industry representatives
said all lemons are repaired before
they are resold. They also said the
reported problem isn't always a
defect, let alone a dangerous one.

"We've taken back cars be-
cause the owner didn't like the
wind noise when the rear windows
were rolled down," said Baker, of
Toyota. "A lot of times the prob-
lem is just customer perception."

Tough to enforce
Florida's lemon law calls for a

$1,000 fine for failing,to provide a
disclosure form, but If that viola-
tion. is considered an unfair and
deceptive trade practice, the fine
could be $10,000 per offense.

. Attorney.General Bob Butter-
worth::"called 'the disclosure re-
quirement a "lemon" because of
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7-4be difficulty of enforcing it. IMEN v.:46 144 at .161 r

Nowiirki has met several times sponsored a title -branding th L.at
Buttemorth's staff to discuss "We have a thorough

died this year.
he problems: This year's bill, cosponsored in

hot gOing to ignore
Nowicki said. '.'We're going requires disclosure

the Senate by Robert Wexler, DJ:
Boca Raton, made it farther the

o all reacquired - one Senate committed and -two
-*o do something that gets. their

policy in place that

any previous measure - through.;

.-. ..:..clirzt- it :s  nupossible for: Florida vehicles, 100 ..House committees - before itme 
o), -e:afot*'. discldiure- require- .

. . ._ -, ran out. But consumer advocates
11- z-77-Thlen 0117Tlihst of its lemons be- percent the time.':.v were .pleased that, finally , car ins-)- , . - JOHN HARMON -. dustry representatives had agreed:..c:ause .60  Percent are resold in .'' -,-.: . . - . ....,:

c.-4..ther- states. .- . ., - .-' .. ". . '
That's a Problem that needs to

Ford Motor Co.  The automobile lobby his-his:I-
' totitle branding. '  z - i: ... ....i.

Pe adidressecl with national track- . ., torically opposed title branding,"
_ (.'1g oil lemon -law cars, consumer. they can get away with," Ditlow arguing that cars usually are fixed '

aiskdvocates :.sity. Two -years' ago, said. ."One they're caught, they after they are returned 'under the.
. 4 :- .c-?ms:-.trner .. Deports 2.'documented' . tend to clean up their act." .' , , :.- . lemon law and their titles should'

--- rr-at manufacturers resell lemons' . . , ' :' be clean. -Furthermore, -industry-;
in-, -, st2.-.-.es With less Stringent disclo- " 'Title' branding' . representatives point out that buy -1:.,

ers who finance their cars never,:Sje7equirernents.
you have a weak lemon law,

be a dumping ground,"
V idRosemaiy Shahan, president

c:- .14ctors Voters, a safety group.
Goldfarb, assistant gen-

: er.-ai counsel for Chrysler - one of
ar---wmakets cited by Consumer

r-'7Pbcr"-s - 4nies manufacturers
=1:-- :o skirt strong lemon law

"Vie simply sell cars where the
rr.Larket is," Goldfarb said.

Four states have penalized
rn--ar,acturers or dealers for re-

-11ir: lemoris to unwitting buy-
talifornia and Washington

-ye 5ned General Motors a total
c: S420,000, while Pennsylvania

Newc York have fined Chrysler
ir----%ore than $2 million. California

%(.1 Washington , are, also suing
.. : -

"Manufacturers  will deprwhat

=

How can used -car buyers be
protected? State officials and con-
sumer advocates suggest stamp-
ing a warning on titles of cars
declared lemons. But legislative
proposals to require "title brand-
ing" in Florida have fizzled at least
five times since 1988.

Under title branding laws,
which have been enacted in 13
states, a car's title is stamped to
say something like "Important:
This vehicle was returned due to
nonconformity pursuant to Chap-
ter 681, Florida statutes."

When the car is resold, if a
lemon -law disclosure form is not
provided, the buyer or lender
might notice the branded title.

"Title branding . would .do
something about cars thatitare not
fit to be on the road saidRep. Al

see the title - banks do:
Longerbeam, of the Americar;

Automobile Manufacturers AssciT
ciation, also whether'.
the cost of branding titles is worth
it, since lemons are a small minor-;
ity of the 1.2 million used cars sold'
by Florida dealers every year. .7

"You don't have a great, earth-- '
shattering problem out there,";
Longerbeam said. "How much do
you spend to protect that minor -3 .

ity?" .

.

But Nowicki and consumer ad-'
vocates say title -branding and en
forcement of disclosure require
ments is worth it.

"As a matter of fairness,'
Nowicki said, "you should know'
what you're getting."

Staff librarian Michelle Quigley.
contributed to thftreport.;
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WHO BUYS SECONDHAND LEMONS?
- Using computer databases from the state lemon law program and current Florida vehicle

registrations, The Palm Beach Post contacted a dozen people who bought used -cars whose
original owners had returned the cars under the lemon law. Of those contacted, only one had
been given a state -required form that disclosed the car's history. The Post did not tell the buyer of
a car's specific defect listed in staterecords until the buyer described any problems. Several
reported no problems.

who owned the car before her had recurring _
-brake problems and received a full refund:under
the lemon law. - -

."I've been wondering why I was, hearing : 7-
these noises," said Misla, a widow and mother _;

of two. , .. -

. Joe DOt:son, used -car sales managerat Kelly d6

`Just -being nit -picky.
ALLISON DEEM,. 23 -

' Secretary, Jupiter
,Car: 1992 Mazda Protege

Deem 15oughia 1992 Mazda at -Jupiter-ff T.

:podge/Mazda".foUr mopths.ago.V1 thought, -;11:-.-1!:
:Mow, what a cute little car! "'Deem said. "They
made it sound like the former,owner was just
"being nit-picky.'!C.. :

Hardly, responded the car's first owner,
Josephine Graceffa of Tequesta. She had
returned the car because of continual
transmission problems.

"I was scared to pull out into traffic in that
Gar," Graceffa said. "1 don't see how they could
have sold it to someone else."

The sales manager at Jupiter Dodge/Mazda,
Reggie Levine, said he told Deem the car was a
"buy-back," though Deem said he didn't explain
A was bought back under the lemon law. Levine
said he "wasn't aware of the disclosure form."

When she was contacted by The Post, Deem
said she sometimes felt the car clunk into first
gear or move from third back into second on its
own.

After her car broke down on Dixie Highway
two weeks ago, the dealership replaced her car
with a 1995 model at no additional cost.

"I feel I deserved it because they sold me a
car that wasn't dependable,": Deem said. "They
stabbed me in the back."

'I could be risking my life.'
WILMA MISLA, 38
Cosmetics Instructor, North Miami Beach
Car: 1991 Chevy Lumina

Misla said her 1991 Chevy makes igrinding
noise when braking and leaks brake fluid. She
didn't know that the West Palm Beach couple

""--
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- _ ; - .
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- 'Chevrolet iriFort Lauderdale; laid he neve0f:t _
received a disclosure form when he bought,i..1:)
Misla's car at the Florida Auto Auction bf;,;,.--i.
Orlando. A spokeswoman for the auction's. . -4

owner, Manheim Auction in Atlanta, declined .

comment. (Note: The auction companiet and
The Palm Beach Post are owned by Cox:'
Enterprises of Atlanta.)

`There wasn't anything
wrong.'
GERMAN VEREMEYCHIK, 33
Jewelry maker, Boca Raton
Car: 1992 Mitsubishi Expo

Veremeychik has noticed
something that doesn't
seem to work properly: his
speedometer.

"It says I'm going 45,
but I feel like I'm going
faster," Veremeychik said.
He has not taken it in for
service.

As it turns out, his car
was previously owned by a
Tampa resident who
reported a speedometer:
problem as well as other

defects and got his money back under the
lemon law. "The dealer said the car was a trade
in and there wasn't anything wrong with it,"
Veremeychik said.

Veremeychik
 1r./

_
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1. Customer ' -

buys a new
car from a
dealer.' 

9. The manufacturer sells the car at auto
auctions, to wholesalers or another dealer.

4C.IFC1-5
.p4

8. The manufacturers say
they make another attempt
to repair the car.

10. The car ends up in a used car lot,
where it is sold as a used car. Only 1 in
20 buyers ever sees the paperwork
identifying the car as a lemon. "

7. But somewhere after this
point, the, paperwork almost
always disappears ... Along
the way are several stops
where everyone has a
financial incentive not to
disclose the previous
problems with the car, which
would lower its resale value.

- ' ,,...:verf.,1;r4-

3. Owner contacts manufacturer, whidi m
another attempt to repair the problert

4. Car owner applies for arbitration under
Florida's lemon law program or throu0 tr
manufacturer's own program.

5. 75 percet
owners in 14.te

program - le 2
percent in
manufacturers
programrefund

cV sr
s as.sa-es '

-.2. Car goes into the repE
1'1.;':shbp'at least three time:

-within first 18"months or
74 24,000

6. The car is declared a "non-
conforming vehicle" - that
means a lemon. State law
requires that disclosure form
accompany the vehicle if it is
resold. That way, a used -car
buyer knows it was a lemon.
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THE PALM BEACH POST SUNDAY, JUNE 18, 19954_

How Do You KNow?
If you 'bought a used cal' that You suspect may have been returned
under Florida's lemon law, obtain a 'resold vehicle reporting' form by

:!Icalling (904) 488-4830 or writing to the Florida Attorney General,
-,;:lemon Law Section, The Capitol, Tallahassee, Fla.,, 32399-1050.

.:3 -After the :office receives the form, it will notify you whether it has
 information about your car.-

. - .

--;:;, :. _;!..-PROBLEMS7 PROBLEMS  -
-_').The 20 661-6MoSt likely to 6pply to Florida's lemon law progra.m, and
-is,:the mast cOMMan ieported defects. This Is a weighted ranking that
;.' takes into'consideration how common a particular model is in overall
Florida registrations.

VEHICLE

1. Eagle Premier
--2. Volkswagen Passat

3. Jaguar XJS
, f--4. Mazda RX7, ,

4,5: Hyundai Sonata
6. Mercury Capri

-, 7. Hyundai Scoupe
- 8. Mercedes-Benz 400/420

9. Dodge Ramcharger
10. Volkswagen Jetta
11. Pontiac Firebird
12. Mazda Navajo

4.3-:13. Chevrolet Camaro
Chevrolet Corvette

15. Mazda 929
Mercedes-Benz 500/560/600

1...yibrates
:--17. Jaguar XJ6

8. Jeep Grand Wagoneer
;Z:19. Dodge Ram Truck
: 20. Volkswagen Cabriolet

MOST COMMON DEFECTS
Front-end noises

 Power windows and locks
Lights and warning devices

Stalls when air-congitioning is on
Air-conditioning, seat belt design

Convertible top leaks, charging system
Transmission and clutch

Front end vibrates and shimmies
Rear door leaks water

Exhaust and emissions; slumish
Water leaks, engine races

Front end vibrates, makes noise
T-top/hatch leaks, rear axle

Hard to start, oil leaks
Engine and wind noises

Front end, steering wheel

Loses electrical power, stalls
Engine hesitates, runs rough

Poor mileage, gas leaks
Lacks power

How To AVOID LAUNDERED LEMONS
- .111 Listen for terms such as 'repurchased."reacquired' or 'bought

,back' that could signify a car was returned under a lemon law
tbrogram..
;111 Contact the previous owner of the used car, who should be
;listed on the car's title at the dealer's office.

Be wary of a used car with low mileage or designated as
- t'executive car' or 'demo' - there may be another reason for the low
t.

Zmileage.. '

Ill Watch out for a car that was shipped from another state; states'
 ,bonsumer laws don't cross boundaries.
- :10 Ask for the car's repair orders.
: Buy cars with a warranty from the dealer.or manufacturer, not

Ihose- marked 'as is.'
IN Read all documents before you sign them and get copies.

' URCE: ,Consumer Reports, Motor Voter Press: Flonda Attorney General's Office
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CALIFORNIA
MOTOR CAR DEALERS
ASSOCIATION
GOVERNMENT AFFAIRS OFFICE
915 L Street, Suite 1480, Sacramento, CA 95814
916/441-2599  FAX 916/441-5612

May 15, 1995

The Honorable Curt Pringle
Chairman, Assembly Appropriations Committee
Room 2114
The State Capitol
Sacramento, CA 95814

Re: A.B. 1381 (Speier) Warranty Buyback Disclosure
Position: SUPPORT/SPONSOR
Hearing: Wednesday, May 17, 1995, Assy. Appropriations Comm.

Dear Curt:

The California Motor Car Dealers Association (CMCDA) is a statewide trade
association that represents the interest of over 1400 franchised new car and truck dealer
members. CMCDA members are primarily engaged in the retail sale of new and used
motor vehicles, but also engage in automotive service, repair, and parts sales. We are
writing today to register our support for A.B. 1381, which would revise and expand the
Automotive Consumer Notification Act.

The Automotive Consumer Notification Act [Civil Code Section 1795.8], as
presently worded, requires dealers and manufacturers to brand the title of "lemon"
buybacks and disclose to the subsequent purchaser the fact that the vehicle was previously
returned because of a defect. However, the "triggering language" presently contained in
the Automotive Consumer Notification Act ("any dealer or manufacturer, selling a motor
vehicle in this state that is known or should be known to have been required bylaw to be
replaced or required bylaw to be accepted ,&r restitution bya manuLicturer due to the
inabili&ofthe manufacturer to conform the vehicle to applicable warranties) does not
provide an objective standard for determining what constitutes a "lemon" or when that
fact "is known or should be known." In the absence of an adjudication by a court or
arbitrator, or some other "bright line" standard, reasonable minds may, and often do, differ
on whether any particular vehicle has a nonconformity that substantially impairs its use,
value, or safety and, what constitutes a "reasonable number of repair attempts".

LIS - 11b

Headquarters  420 Culver Boulevard. Playa del Rey, California 90293  213/306-6232  FAX 213/301-8396

2352



May 15, 1995
Page 2

A.B. 1381 is intended to remove all of the ambiguities contained in the current
Automotive Consumer Notification Act; provide clarity and predictability to present title
branding requirements; and, broaden current buyback disclosure requirements. In
addition, A.B. 1381 would require manufacturers to provide proof of title branding in
order to obtain a tax refunds from the Board of Equalization for a "lemon" buyback.

We urge your "Aye" vote on A.B. 1381 when it is heard before the Assembly
Appropriations Committee on Wednesday, May 17, 1995. Should you or your staff have
any questions or comments, please do not hesitate to give me a call.

Very truly yours,

Peter K. Welch
Director of Government
and Legal Affairs

PKW:la

cc: The Honorable Jackie Speier
Members of the Assembly Appropriations Committee
Consultants to the Assembly Appropriations Committee
Ralph Simoni, California Advocates, Inc.

1
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June 12, 1995

1500 West El Camino Avenue, Suite 419  Sacramento, CA 95833-1945  Tel: 916-920-5464  Fax 916-920-5465

Honorable Charles R. Calderon
Chairman, Senate Judiciary Committee
Room 4039
State Capitol
Sacramento, CA 95814

Re: AB 1381 (Speier), sponsored by California Motor Car Dealers Association:
OPPOSITION

Dear Senator Calderon:

Motor Voters is a non-profit, non-partisan auto safety organization founded in
Lemon Grove, California in 1979. Motor Voters is coordinating a national effort to curb
illegal "lemon laundering" of defective, often grossly unsafe vehicles.

Motor Voters is opposed to AB 1381 (Speier) because it would weaken existing
California law regarding the disclosure of lemon vehicles. It would create new loopholes
and weaken private remedies available to victims of lemon laundering.

AB 1381 is quite similar to another measure, also sponsored by the California Motor
Car Dealers Association, which was vetoed by Governor Deukmejian in 1990. A copy of
his veto message is attached.

At the time, the DMV had initiated an investigation into lemon laundering by GM sus.
and 34 GM dealers. That case resulted in GM's paying a $330,000 settlement, and the as

DMV's suspending the licenses of several dealerships.

Currently, the DMV has a case pending against Chrysler for the same practice.
Chrysler has already used the existence of this bill in an attempt to bolster its defense.

Manufacturers and dealers have repeatedly tried in other states to weaken disclosure
laws, without success. Instead, the trend has been toward strengthening protections in this
area. Currently, 37 states have enacted lemon disclosure laws. If California passes AB 1381,
our state would become a dumping ground for lemons from states with stronger statutes.
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MOTOR VOTERS
AB 1381: OPPOSITION

Members of the Assembly Transportation Committee voted unanimously to close
the loopholes and restore the penalties. However, the industry language, taken as author's
amendments, does not accomplish those goals.

Proponents claim that the bill is good for consumers because it would require
disclosure. However, disclosure is already required under existing law --for all lemon
vehicles bought back under California's lemon law or a similar statute in another state.

Proponents also claim the bill is good for consumers because it would require
branding on the lemon vehicles. However, the brand would not be on the windshield, as
other states require. Instead, it would be on the door jam, where it is likely to go
unnoticed. Thus, the branding would likely end up being used against unsophisticated used
car buyers, to allow dealers the defense that the consumer should have known the vehicle
was a lemon.

Finally, the bill eliminates existing penalties for fraud in lemon laundering cases.

Motor Voters strongly urges that the legislature not adopt this bill, which would
allow criminal misconduct to go unpunished.

Respectfully,

Rosemary Shahan
President
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CLARKSON & BOATMAN
3,19_

PHILIP R. CLARKSON
SUZAN E. BOATMAN

June 12, 1995

A Professional Law Corporation

1305 MARSH STREET TELEPHONE
SAN LUIS OBISPO, CALIFORNIA 93401 (805)781-3525

FACSIMILE
(805)543-1337

Honorable Charles M. Calderon
Chairperson, Senate Judiciary Committee
Room 4039, State Capitol
Sacramento, CA 95814

Re: AB 1381 and 1383

Dear Senator Calderon:

I am disturbed to hear that the auto manufactures are, again,
trying to water down California's Lemon Law through the two above -
mentioned bills. The elimination of the currently available civil
penalty is a frightening prospect in light of the arrogance and
indifference with which my clients have met when attempting to
negotiate repurchase or replacement of their lemons. To eliminate
the civil penalty would simply encourage manufacturers to avoid
their moral and legal obligations to purchasers of lemons,
confident in the fact that, if the consumer has the persistence and
resources to pursue their claims, the manufacturer will only be
required to do later what it should have done earlier. I like to
analogize to a burglar who, when caught, faces only the sanction of
being required to return the property taken from the victim. Were
this the only potential threat, the burglar would have no
disincentive to stop his aberrant behavior. The same applies to
auto manufacturers in the Lemon Law context.

By attempting to create a state -run arbitration program, the
manufacturers are simply seeking an exemption from the provisons of
the Song -Beverly Consumer Warranty Act. Automobiles are among the
most expensive of "consumer products" currently covered by the Act.
To remove vehicles from the perview of the Act would deal a large
setback to consumers. Additionally, it appears that this is merely
a springboard to later amending the bill to require this narrow
class of wronged consumers to go through this arbitration process
before seeking other available remedies.

Finally, AB 1381 is legislation in precisely the opposite direction
that legislation is needed. There is an ongoing problem with the
"laundering" of lemon vehicles and the refusal by manufacturers to
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Honorable Charles M. Calderon
June 12, 1995
Page 2

comply with disclosure requirements when a vehicle is repurchased
from a complaining consumer. Weakening the existing provisions in
this area would serve absolutely no useful purpose other than to
encourage fraudulent behavior.

I urge you to oppose these two measures which will be coming before
your committee in the next few weeks.

Yours very trul
A/7

PHILIP R.

lgb

CLARKSON
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Consumer Federation of America

June 13, 1995

Honorable Charles M. Calderon
Chairman, Senate Judiciary Committee
California State Senate
PO Box 942848
Sacramento, CA 94248-0001

BE AB 1381 kSgeiD1 QPPSE

Dear Chairman Calderon:

The Consumer Federation of America (CFA) is a non-profit association of some 240 pro -
consumer groups, with a combined membership of 50 million, that was founded in 1968 to advance
the consumer interest through advocacy and education.

CFA urges your opposition to AB 1381 (Speier), sponsored by the California Motor Car
Dealers Association, which would create new loopholes for auto manufacturers and dealers who
engage in illegal "lemon laundering" of seriously defective vehicles. It would also limit the remedies
currently available to consumers under existing law when manufacturers and dealers engage in
fraudulent acts.

All 50 states and the District of Columbia have enacted "lemon law" statutes requiring auto
manufacturers to repurchase vehicles with major defects that the manufacturer is unable or unwilling
to repair. The Center for Auto Safety estimates that over 50,000 vehicles are repurchased annually
by manufacturers as a result of decisions in arbitration or legal settlements.

However, auto companies buy back the vast majority of lemons prior to a formal arbitration
decision or court order. Such vehicles tend to be the most seriously defective ones, including vehicles
with life -threatening safety defects such as faulty brakes or steering.

AB 1381 would narrow the universe of vehicles that have to be branded as lemons. It would
limit disclosure to vehicles where an "express warranty dispute" exists, thus excluding defective
vehicles repurchased by a voluntary agreement. CFA agrees with the National Association
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